25/ 09/ 2002
Pr of essi onal service providers to pay sales and services tax

Ham sah Hamid
PROFESSI ONAL service providers have to pay sales and services tax within
thel2-nonth taxabl e period before they can claimrefund for bad debts.

Mal aysi an Royal Custons and Exci se Departnent senior assistant director
Wan Leng Whatt said the private sector cannot contra the refund for their
next tax paynent.

"We are aware that the mechani smof refund can | ead to hi gher workl oad
but the Governnent operates in such a way that whatever comes in and goes
out will not come fromthe sanme fund," he said at a post-Budget dial ogue
i n Kual a Lunmpur yesterday.

Wan said the departnment will take appropriate neasures to prevent del ays
in giving out refund for bad debts to tax |icensees.

Over 400 people fromthe private sector as well as tax and accounting
community attended the Mal aysian Institute of Taxation annual post-Budget
 uncheon tal k.

O her panellists were Finance Mnistry tax anal ysis division head
Kamari ah Hussain, Custons Deputy Director (Free Industrial Zone)

Dhaj uddeen Shahul Haneed, Custons Deputy Director (Sales Tax) Azizah ldris
and M T council nmenber Dr Veerinderjeet Singh

During the di al ogue session, sone participants suggested that the
Governnent allow tax |licensees to offset the bad debts fromtheir next
paynment of sales tax or services tax.

They reasoned that the contra paynment will nake it easier for conpanies
by not having to keep on paying tax but apply for the refund |ater

They said the refund process is lengthy and will increase the workload
of Custons Departnent.

Wan responded that the Custons Departnment will soon come out wth
gui delines on the bad debts that differentiate between snall and | arge
debt s.

Prime Mnister Datuk Seri Dr Mahathir Mhamad, when tabling the 2003
Budget on Friday, proposed that a conpany is eligible for a refund on the
tax paid when it is unable to collect debt fromits clients, which is
consi dered bad debt.

Circunst ances that make the |icensee conmpany eligible for refund
include: if it is unable to collect the debt fromthe client after the
expiry period of 12 nonths fromthe date of tax paynent; the debtor is
decl ared bankrupt; or the debtor has been placed under receivership or
of ficial assignee.

A refund can al so be sought fromthe Government if the licensee filed a
claimin court to recover the tax or the licensee had initiated action for
the custoner to be adjudged bankrupt.
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