29/ 10/ 1998

Tax wai ver not for foreign enpl oyees

KUALA LUMPUR, Wed. - Foreign workers will still have to pay incone tax
next year pendi ng a Cabi net decision, it was announced today.

However, foreign workers who are only working here tenporarily will not
enj oy the tax waiver for next year's earnings as announced in the 1999
Budget by Prine Mnister Datuk Seri Dr Mahathir Mhanmad, who is also First
Fi nance M ni ster.

The status of new busi nesses setting up operations next year and
conpani es whose financial year do not fall on Dec 31, 1999 has al so not
been det erni ned yet.

However, conpani es already enjoying tax incentives will not be given the
tax wai ver.

Second Fi nance M ni ster Datuk Mistapa Mohanad nmade t hese clarifications
at a Press conference at his mnistry today.

"The Cabinet will in due course decide on these matters.

"W have al so yet to decide on new conpani es starting operati ons next
year as their full financial year will end sonmewhere in the year 2000," he
sai d.

Compani es whose financial year ends on Dec 31, 1999 woul d benefit from
the tax waiver.

Must apa said the Inl and Revenue Board woul d not encounter any
difficulties in providing the wai ver to conpani es whose financi al year
ended on Dec 31, 1999 as its operations covered one full year.

The wai ver provided in the Budget was only for personal inconme tax and
corporate tax. "All other taxes, such as custons and excise duties, wll
still have to be paid," he said.

Must apa al so clarified that there would not be a significant reduction
in the Governnent's revenue fromtax collection next year follow ng the
wai ver .

Among those who will not pay incone tax next year are those who started
their working career after Jan 1, 1995 and workers in Sabah and Sarawak.

This is because these workers have been paying i ncome tax one year ahead
of their year of assessnent.

For exanple, a worker who cane under this category and started work on
January 1995 started paying tax for the year of assessnent 1996.

Must apa al so clarified that the Pay-As-You-Earn systemwould only be
introduced in the year 2000 and that at present, taxpayers were under the
Schedul ar Tax Deduction Schenme where they either paid their taxes for
earnings for the previous year or the year ahead.

On the shortfall in revenue, Miustapa said although the figures were not
yet avail abl e, the anmount was not big.

Must apa sai d the conpensation paid to workers retrenched next year woul d
al so be tax-free.

"But if a worker is retrenched in 1998 and receives his conpensation
only in 1999, the paynent will be subject to tax deductions."

On anot her note, Mistapa said petrol eum conpani es woul d not enjoy the
wai ver .

"This is because the petroleumindustry is an “extractive' industry and
the production of petroleumis for a specified period.

"It is also because the Profit Sharing Contract has al so specified the
annual production rate and the amount of tax to be paid has al so been
deci ded. "



On anot her note, Miustapa said only tour conpanies |icensed by the
Culture, Arts and Tourism M nnistry would receive tax exenptions to conduct
tours locally as announced in the 1999 Budget.
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