30/ 03/ 2001
Ni ne per cent next nmonth (HL)

Sar ban Si ngh

KUALA LUMPUR, Thurs. - The Enpl oyees Provident Fund will begin reducing
the enpl oyees' portion of the nonthly contributions by two per cent - from
11 to nine - fromnext nonth, in line with the Governnent's efforts to
stimul ate the econony.

In a statenent issued today, EPF s acting manager (public relations),
Ahrmad Fauzi Kamarudin, said the nove will result in a reduction in
contributions of about RML25 million per nonth.

This is equivalent to about RML.5 billion for the one-year period (until
the March 2002 wage) the ruling would be in force.

On Tuesday, Prine Mnister Datuk Seri Dr Mahat hir Mhamad had announced
that the workers' portion of their EPF contributions would be tenporarily
reduced by two per cent fromnext nonth for a period of one year in a nove
t o encour age consunpti on.

This was part of the several pre-enptive neasures to be taken by the
Governnent to counter the inpact of a US econom ¢ sl owdown.

However, enpl oyers' portion of the contributions for their workers will
remain at 12 per cent.

Earlier in the day, Dr Mahathir said the Governnent was willing to
rescind the directive if that is what the people wanted. He was speaki ng
after opening the MSC-Lucent Bell Labs Technol ogy Forum at the Mandarin
Oiental Hotel

Dr Mahathir was asked to comrent on requests fromthe Ml aysian Trades
Uni on Congress and the Mal aysi an Enpl oyers' Federation that the Governnent
review its decision, and whether the reductions were conpul sory or
voluntarily.

The MrucC and MeEF felt the nove would affect workers' savings in the EPF
whi ch were neant for their retirenent.

Dr Mahathir said while the Government's decision was conpul sory, it was
willing to reviewthe neasure.

"If they do not want the two per cent reduction, we are willing to
reviewit. But our problemis that while they do not want a reduction,
they want the government to increase their salaries and so on.

"W will not be able to afford that (if the anpbunt is not reduced)," he
added.

El aborating, Dr Mahathir said as the EPF was col |l ecting al nost RML. 6
billion in contributions each nonth, there were fewer places it could nake
beneficial investnents.

"The fund is growing. We need to invest it and there are not too nmany
pl aces where you can invest and get sonething out of it.

"So, it is better perhaps, to spend a little - not too nuch -for a
tenmporary period.

"It doesn't affect the savings ... our savings are 40 per cent of the
GDP. It is very high conpared to any other country," he said.

Ahmad Fauzi, in the statenent, also said that to facilitate the
conmputation of the newrate, a revised schedule on the nonthly
contributions will be distributed to enpl oyers soon

The new rates can al so be viewed at the EPF website at
www. kwsp. gov. my/ kwsp fromApril 1.

He said with the new directive, enployers nmust renit their workers
contributions not later than May 21, 2001, for the April wage.

Ahmad Fauzi said the reduction in nonthly contributions would not have



any bearing on the fund's investnment activities.
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