CONTENTS
Volume 13, Number 5

JUNE 2000

61 Sarawak Branch Committee for Year

2 From the Editor

2000

4 From the President’s Desk

62 Sabah Branch Committee Members
F E AT U R E S

Visit Tawau

6 Accountants with a Human Face

STUDENTS’ NEWS

10 YBhg Dato’ Syed Amin Aljeffri —

64 The USM Challenge

MIA’s New President

65 Intellectual Exchange
16 Consumers’ Views Towards
Introduction of VAT

25 Significant Changes to Service Tax

Pg 6

I N T E R N AT I O N A L N E W S
Accountants with a
Human Face

66 Thomas E. Jones Elected Incoming
Chairman of IASC

— A Critical Review on the Service
Tax (Amendment) Act 1999

66 Shaping IASC for the Future — IASC
Board Approves New Constitution

28 From Budgetary to Strategic Control

66 IASC Published International

32 Intellectual Capital — Key to Value

Discussion Paper on Leases

Added Success

68 IASC’s Standing Interpretations

ECONOMICS

Committee Issues Two Draft

38 Pulse of the Economies

Interpretations

68 IASC’s Standing Interpretations

L I G H T E R N OT E
43 Unravel the Hidden Mystery that is

Unravel the Hidden Mystery
that is Krabi

Pg 43

Committee Issues Two New
Interpretations

Krabi

69 IASC Approved IAS 40, Investment

46 They are Well Worth Saving

Property

48 Mother’s Day

COLUMNS

INSTITUTE NEWS

70 MAAA News

54 Breath of Fresh Air — The Young

71 MIT News

Accountants Convention 2000

72 MASB’s Approved Accounting
58 Penang Members’ Dialogue

Standards

60 Tongue-tied No More
61 Non-Listed Companies Wanted

Pg 54 The Young Accountants
Convention 2000

74 Press Releases
76 Classifieds

The Akauntan Nasional is the official publication of the Malaysian Institute of Accountants (MIA) and is distributed to all members of the
Institute. The views expressed in this journal are not necessarily those of the MIA or its Council. Contributions including letters to the Editor and
comments on articles appearing in the journal are welcomed and should be sent to the Editor as addressed below. All materials appearing in the
Akauntan Nasional are copyright and cannot be reproduced in whole or in part without written permission from the Editor.
Editor, Akauntan Nasional
Dewan Akauntan, 2 Jalan Tun Sambanthan 3, Brickfields, 50470 Kuala Lumpur, Malaysia
Tel : 03-2274 5055, Fax : 03-2274 1783, e-mail : editor@mia.org.my Homepage : http://www.mia.org.my

Akauntan Nasional June 2000

1

FROM THE EDITOR

Best Service to the Community
The Malaysian Institute of Accountants (MIA), the
country’s national accounting body, was established in
1967 under an Act of Parliament, namely, the Accountants Act, 1967.
The functions of the Institute are, inter alia :
(a) To regulate the practice of the accountancy
profession in Malaysia;
(b) To promote in any manner it thinks fit, the interests
of the accountancy profession in Malaysia;
(c) To provide for the training, education and
examination by the Institute or any other body, of
persons practising or intending to practise the
profession; and
(d) To determine the qualifications of persons for
admission as members.

MIA COUNCIL
PRESIDENT
YBhg Dato’ Syed Amin Aljeffri
VICE PRESIDENT
Soon Kwai Choy
ACCOUNTANT-GENERAL
YBhg Dato’ Mohamed Adnan Ali
YM Raja Datuk Seri Abdul Aziz Raja Salim; YB Dato’ Lee
Hwa Beng; YB Peter Nansian Nguse; Tay Beng Wah;
Ahmad Mustapha Ghazali; Neoh Chin Wah; Yue Sau Him;
Goh Joon Hai; Seah Cheoh Wah; Chian Ngook For;
Lam Kee Soon; Albert Wong Mun Sum.
REGISTRAR
Mohammad Abdullah
EXECUTIVE DIRECTOR
Ho Foong Moi

EDITORIAL BOARD
COMMITTEE : Soon Kwai Choy, Chairman; YBhg Dato’
Syed Amin Aljeffri; YB Peter Nansian Nguse; Neoh Chin
Wah; Tay Beng Wah; Yue Sau Him; Lee Yat Kong; Michael
Tong Yin Shiew; Wong Seng Chong; YBhg Dato’ Dr. Nellie
Tan-Wong; Harpal Singh Dhillon; V. Venkatachalam; Dr
Jeyapalan Kasipillai; Robert Khaw, Acting Secretary.

L

ast month’s Editorial encourages accountants “to think more of the world we
live and operate in, to think of the nation’s interest as we conduct our businesses and to think k-economy so as to keep in step with the times.”
Beyond that, accountants would also need to think about the social dimension of
life. For life is not just thinking about the financial bottomline all the time.
The gruelling office life at times can shut out the world’s needs. One can become
blind to the needs of the blind, deaf to the cries of the needy and dumb when we need
to speak up for the unfortunate folks.
To be sure, there are some 220,000 people who have some form of disability or
impairment in Malaysia. That figure is bigger than the population of many of our
smaller towns.
On this theme, we bring you a special article entitled “Accountants with a Human
Face.” Among other things, it tells of the acts of kindness of two accountants, which
should inspire fellow accountants. They embody all the best that can be found in a
model accountant with regard to best service to the community.
In a different way, this is what the Institute is also trying to do, encouraging accountants to look beyond just their own interests or self-improvement. Back in 1990,
for example, the Institute set up the Malaysian Accountancy Research and Education
Foundation (MAREF) whose objectives, inter alia, include carrying out legally charitable purposes for the advancement of education and training in the accountancy
profession.
Such endeavours should inspire accountants to make their lives count in a world of
numerous needs.
This issue also carries a wide and fine spread of articles, which promise to satisfy
the diverse appetites of our readers. To be sure, there is the serious discussion on
key tax, intellectual capital, strategic control and economic issues of the day, not to
mention the regular technical updates.
But for those with a taste bud for easy reading, zoom in to our latest column —
Lighter Note. Read all about the 3Ms — Mystery of Krabi, Mangrove Swamps and
Mother’s Day.
Finally, get to know our new man at the helm, YBhg Dato’ Syed Amin Aljeffri, better. Read the interview article and the Presidential Desk column, and get to know his
background, his aspirations and his vision for the Institute, and the profession.
Happy reading.

Editor

EDITORIAL TEAM : Robert Khaw, Acting Editor; Hazel
Ong, Writer; Bernice Raj, Communications Executive.

PUBLISHING CONSULTANT
Executive Mode Sdn Bhd (317453-P)
Tel : 03-718 0184, 717 7545 Fax : 03-718 1450
e-mail : executivemode@executivemode.com.my
Homepage : http://www.executivemode.com
PRINTER
Ultimate Print Sdn Bhd (62208-H)
40 Jalan Penchala, 46050 Petaling Jaya
Tel : 03-7787 5688 Fax : 03-7787 5609
PUBLISHED BY
Malaysian Institute of Accountants
Registered Office and Address
Dewan Akauntan
2 Jalan Tun Sambanthan 3, Brickfields
50470 Kuala Lumpur
Tel : 03-2274 5055 Fax : 03-2274 1783, 2273 1016
e-mail : mia@mia.org.my
Homepage : http://www.mia.org.my

Letters to the Editor
A key element in the world of publishing is what readers have to say.
We want to hear from you on just about anything that appears in
each issue of Akauntan Nasional. Why not drop us a line now?
(Editor’s contact is at the bottom of page 1.)

CONTRIBUTION OF ARTICLES
The Akauntan Nasional welcomes original and previously unpublished contributions which are of interest to accountants, executives and scholars. Manuscripts should cover domestic or international accounting developments. Lifestyle articles of interest to accountants are also welcomed.
Manuscripts should be submitted in English or Bahasa Malaysia and range from 2,500 to 5,000 words
(double-spaced, typed pages). They should be submitted in hardcopy and diskette (3.5 inch) form in Microsoft
Word or Lotus Wordpro. Manuscripts are subject to a review procedure and the Editor reser ves the right to
make amendments which may be appropriate prior to publication.
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MIA BRANCHES

FROM THE PR ES IDEN T ’ S DES K

Northern Branch
Chairman : Neoh Chin Wah
Lot 4.01, 4th Flr, Acctax Corporate Centre
2 Jalan Bawasah
10500 Penang
Tel : 04-229 4203/229 5546
Fax : 04-229 5546
e-mail : mianb@po.jaring.my

Going Global
pable leadership steering us out of the dark
clouds of doom.

Southern Branch
Chairman : Seah Cheoh Wah, Tony
72A Jalan Pingai
Taman Pelangi
80400 Johor Bahru, Johor
Tel : 07-333 0202
Fax : 07-332 2481
e-mail : miajbu@po.jaring.my

However, no matter how blessed we are,
we will have to brace ourselves to meet the
challenges of globalisation and liberalisation as international institutions and organisations prepare to position themselves in
our midst.
As the new President, I would like to

Sabah Branch
Chairman : Tong Yin Shiew, Michael
Lot 6, 2nd Floor Block A
Damai Point Commercial Centre
Off Jalan Damai, Luyang
88300 Kota Kinabalu
Tel : 088-261 291
Fax : 088-261 290
e-mail : miakku@po.jaring.my
Sarawak Branch
Chairman : YB Peter Nansian Nguse
1st Floor, 16 Jalan Bukit Mata Kuching
93100 Kuching, Sarawak
Tel : 082-418 427
Fax : 082-417 427
e-mail : miakch@po.jaring.my
Perak Branch
Chairman : Lee Yat Kong
108 Jalan Raja Ekram
30450 Ipoh, Perak
Tel : 05-255 9306, 254 9659
Fax : 05-255 5075
e-mail : miaiph@po.jaring.my
East Coast Branch
Chairman : Wong Seng Chong
1, 2nd Floor Lorong Pasar Baru 1
25000 Kuantan
Tel : 09-514 4875, 514 4876
Fax : 09-514 4890
e-mail : miakn@po.jaring.my
Negeri Sembilan — Melaka Branch
Chairman : A. Viknesvaran
Negeri Sembilan
Representative : Tan Boon Swee, Dannie
Suite A, 1st Floor
39 Jalan Tunku Hassan
70000 Seremban, Negeri Sembilan DK
Tel : 06-763 1233, 761 1311
Fax : 06-763 7198
e-mail : miamlk@po.jaring.my
Melaka
Representative : A. Viknesvaran
40-A Taman Kota Laksamana
75200 Melaka
Tel : 06-283 6799, 281 5839
Fax : 06-284 1963
e-mail : miamlk@po.jaring.my
varanco@tm.net.my
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share with you both my vision and mission
to move the Institute and, more importantly, our members to ride this wave.
We have attended so many seminars and
conferences, listening to speakers talking
about “Getting Out of the Box,’’ but somehow some of us are still trapped inside,
waiting for something drastic to happen
before we actually try to get out.
Well, I think the time is here for us to

I

am proud to be Malaysian and I am

move and do something. Time to face the

proud of the many achievements the

harsh facts of reality.

country has claimed fame to.

So what is it that we have to do? It is time

Besides having the Petronas Twin Tow-

to move out of Malaysia! Don’t get me

ers, the world’s tallest building which is

wrong, I’m not asking everyone to emi-

now even a famous Hollywood landmark,

grate or give away precious intellectual

or successfully hosting the world-class 16th

property and capital to foreigners.

Commonwealth Games, the country has

I’m saying go out there and get them. We,

made histor y by recording an unprec-

accountants, have to make local firms into

edented comeback from a recession which

big firms with international capabilities.

hit the Asian region in 1997.

Picture this. A prominent Malaysian

The list just goes on and on and has

company plans to set up operations in a

made the countr y famous on the world

foreign country. We are the accountants of

map. No longer are we just the peninsular

that prominent Malaysian company. Our

above Singapore or below Thailand or a

professional relationship is one sealed in

part of Borneo, but a sovereign country

trust, credibility and integrity.

with its own identity and one that has
earned the respect of many nations.

How can we capitalise on this situation?
When the Malaysian company sets up its

But we cannot be complacent or rest on

operations in a foreign country, we have

our laurels. Yes, we have had it good. Even

to convince them to make it part of the con-

during the economic crunch, we had ca-

tract that the foreign accountancy firm

“No matter how blessed we are, we will have to brace
ourselves to meet the challenges of globalisation and
liberalisation as international institutions and organisations
prepare to position themselves in our midst.”

“It is good to Malaysianise the international scene by having

tain product, service and expertise obsolete.

a local at the top of a multinational company here, but we
should also internationalise Malaysians. Plant them in every
corner of the world and watch them grow and prosper.”

To overcome the situation one must always be on one’s toes, continuously learning to keep oneself a few steps ahead of
technology or at least be flexible and creative enough to adapt when it drastically
disrupts the playing field.

handling the financial matters of the inter-

smaller firms can merge together. I am

We don’t have to look at how

national branch office there must form a

mindful of the difficulties, but if there is a

amazon.com has changed the business

global partnership with us.

will, there is a way to create a win-win

world’s perception of what a bookshop

situation.

ought to be, or how it had crushed many

This is what we should strive for in order to move out of the box. Others have

Strategic alliance is another way of en-

been exemplar y. We should learn from

suring we have enough resources and

Just look around and you will see many

them.

know-how to tackle the world. By pulling

software companies busy developing ac-

our different strengths together, we can

counting softwares and the packages just

As accountants, we should make it our
initiative to promote Malaysia globally. If

move mountains.

we can do it before the real impact of liber-

This is when we

alisation engulfs the world, it would mean

hope those confer-

we have already won a lead time advantage

ences and seminars

over the rest.

you attended to col-

It is good to Malaysianise the interna-

lect Professional

tional scene by having a local at the top of

Development

a multinational company here, but we

points would finally

should also internationalise Malaysians.

be put to use.

Plant them in every corner of the world
and watch them grow and prosper.
This means get up from our comfort
zone and march forward.
You might say talk is cheap. I agree, but

former giants within its industry.

get better by the
day or even as you

“Strategic alliance is

read my message.

another way of ensuring we
have enough resources and

ones we use so often for our clients,

to be complacent,
living in the comfort zone of doing

know-how to tackle the

merely auditing,
for example, soon

world. By pulling our

Use those corporate strategies, the

If we continue

we may find that

different strengths together,
we can move mountains.”

to benefit ourselves

we have been
kicked out of the
business by small
IT people who

let’s not dampen our enthusiasm. This is

for a change, if we are to survive and make

may not even work in offices but from

how it goes.

it big in the near future.

homes.

First step is to create an interest and ac-

The other concern is that as fascinating

To be obsolete or not to be obsolete?

ceptance of the idea, which is why you are

as technology is today, it is equally ‘disrup-

Now that is the question. Let us together

reading it now. I personally hope that you

tive’ because of the speed it makes a cer-

find the answers.

will not treat this as just another article or
statement. I hope you will be inspired or

VISION AND MISSION

even ‘worked up’.
It is sometimes good to get worked up
at something or someone to spur enough
creative energy and determination to prove
me wrong, especially on the part of you
being complacent.

The Malaysian Institute of Accountants is the exclusive accountancy body, representing the voice of all accountants in Malaysia and a leading partner in nationbuilding. The Institute is committed to serving the profession and the nation with
integrity and professionalism.
Its mission is :

Second, there must now be determination
to continue growing beyond our shores.

*

To promote and monitor professional standards and integrity.

Only then can we be serious enough to de-

*

To provide education and training to meet the challenge of the
ever-changing global economy.

*

To conduct and promote research and development for the
enhancement of the profession.

termine the mechanism for the shift out of
the box or in our case, Malaysia.
There are many options to look at,
among which are mergers, in which

June 2000
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F E AT U R E
N O N - P R O F I T O R G A N I S AT I O N S

Accountants with a
By M.H. Lim

A

mong the noble goals of Vision
2020 is the seventh challenge of
creating a “fully caring society

and a caring culture.”
The nation’s leaders have chosen to

adopt a holistic approach to national development and progress and have included
concepts like morality and ethics, justice
and fairness, democracy and tolerance.
Vision 2020 foresees the creation of a social system where society comes before the
individual, and where people’s welfare revolve not around the state or individual but
around a strong and resilient family system.

SOCIAL TRENDS

T

hree social trends can be discerned
since Vision 2020 was ar ticulated
nearly a decade ago.

n Making Known the Needy’s
Plight
Firstly, the needs and struggles of the
less fortunate sectors of society are being
increasingly highlighted, discussed and debated. The media, corporations, Government agencies and individuals are ensuring that the needs of the less fortunate
segments of society are being made
known. Juvenile delinquency, dysfunctional families, divorce, drug abuse, mental illness, evicted estate workers and other
social problems are common place in a fastpaced and turbulent world.
In the area of disabled persons, the Government estimates that some one per cent
of the population of 22 million has some
form of disability or impairment. But the
World Health Organisation estimates it at
10 per cent of the population. The one per
cent figure Malaysia adopts means that
around 220,000 Malaysians are disabled in
some ways. But till late 1999, only 84,120
disabled persons had been registered with

6
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Home, Malaysian Association of the Blind,

“Vision 2020 foresees the
creation of a social system
where society comes
before the individual, and
where people’s welfare
revolve not around the
state or individual but
around a strong and
resilient family system.”
the Department of Social Welfare. Many
disabled persons remain hidden or undetected due to a combination of cultural,
social, logistical and other factors.

n Stepping Forward to Help
Secondly, more Malaysians — corporate

Little Sisters of the Poor, Central Welfare
Council, etc.

n Standing up to Speak
Thirdly, the target groups of such poverty alleviation efforts and charity/welfare
programmes are now coming forward to
play a more active role in the public domain. See the rise of support groups, associations, self-help bodies as the poor, disadvantaged and marginalised organise
themselves and articulate their own struggles, wishes and dreams.
Groups of disabled persons (blind, deaf,
wheelchair-users, learning disabled),
squatters, rural poor, indigenous people,
families of alcoholics and drug abusers,
HIV/AIDS victims and others are standing
up and speaking up on issues that affect
them.

sector, social organisations, families and
individuals — have come forward to assist
the poor and needy. Thus in recent years,
many more voluntar y organisations,
NGOs, welfare societies, charities and
foundations have been set up in response
to the Government’s call to foster a caring
culture. Fund-raising events, charity dinners and public appeals are now common.
These new groups play a complementary role to Government agencies that have
been set up to tackle issues related to disadvantaged children and families, drug
abusers, elderly poor, people with HIV/
AIDS, mentally ill, disabled and a host of
others.
Community services, day-care centres,
adoption programmes, orphanages, women’s shelters, halfway houses, senior citizen homes, financial assistance for low-income earners and other innovative programmes have been implemented.
The new welfare bodies and social organisations are playing an important role
alongside established and traditional charities and groups such as the Cheshire

CONCERNS

A

s more groups are set up to help the
needy, it can also be noted that
many of these organisations start

small with tight budgets, lack proper organisation and structure, are heavily dependent on public goodwill and donations,
and rely mainly on voluntary manpower to
keep going.
Of concern is the existence of a few
groups and organisations where some office-bearers and leaders misuse and even
misappropriate donations for their own
ends. Social and charity work — where
fund-raising is a major activity — has attracted the unscrupulous because of the
generous nature of the public. The annual
budgets of some charities now reach into
millions of ringgit, but perhaps without a
corresponding increase in accountability
to the donors.
Many caring Malaysians donate to charities without checking the background, status and operations of such groups. Some
charity groups exploit the plight of the poor

Human Face
and needy, and only allocate a meagre sum
towards services to assist those in need.

“ … in giving their time
and energy to such
organisations, accountants
will gain new perspectives
and experiences that will
make them more
balanced professionals.”

order.
Rules and regulations that govern the

Such bodies need the services of account-

proper running of an organisation and the
need for compliance may also be beyond

ants to ensure that their reports, audits,
accounts and relevant data are up-to-date,

wo senior accountants with wide ex

the grasp of some social workers. Not
many charities have the means and re-

accurate and will be approved by the relevant agencies.

perience in charity work note that
new organisations encounter prob-

sources to employ accountants in the organisations and thus depend on volun-

lems related to proper account-keeping,
audit and reports, budgeting and even ba-

teers to do this task.
Accountants can play a part to help

sic organisational management. There are
various reasons for this state of affairs.

charities and social welfare organisations
in their activities and social work projects.

People who have a heart for the poor and
want to help may not be endowed with the

The overall effect will be to help achieve
the goal of creating and sustaining a car-

sion can help charities and social work organisations. One is Tan Kee Huat, a part-

necessary management, financial and accounting skills to run an organisation. In

ing society by the creation of viable and
sustainable charities, social organisations

ner at Public Accountants Roger Yue, Tan
& Associates, and a MIA member of about

addition, social work is stressful and demands much energy and time. Moreover,

and welfare bodies. And in giving their
time and energy to such organisations, ac-

two decades. The other is a member of MIA
and MACPA, and who has 30 years of expe-

many social workers may not have the resources and inclination to focus on keep-

countants will gain new perspectives and
experiences that will make them more bal-

rience, first with PricewaterhouseCoopers,
and later the Hong Leong and Arab-

ing financial records and accounts in good

anced professionals.

Malaysian groups. The latter serves on the
Board of Directors of an established local

OPPORTUNITIES FOR
ACCOUNTANTS

T

TALE OF TWO
ACCOUNTANTS

B

elow is the story of two senior accountants offering some suggestions as to how those in the profes-

charity that works with various disadvantaged groups.
i

Skills —- Accountants, by the na-

ture of their training and work experience,
have valuable skills that will be helpful to
NGOs involved in social work. They will also
bring in their management experiences, in
addition to accounting and financial skills.
Accountants also have general management capabilities and they can inculcate the
good points of the commercial world like
efficiency, cost-benefit analysis and professionalism into voluntary groups and charities. Some NGOs need to be more profes-

“Our deeds determine us,
as much as we determine
our deeds.”
~ George Elliot ~
June 2000
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accountants to ensure that they comply

“Accountants also have general management roles and skills and

with the relevant Government policies, legislation and regulations. Others will need

they can inculcate the good points of the commercial world like
efficiency, cost-benefit analysis and professionalism into voluntary

advise on applying for tax exemption status for the organisations.

groups and charities. Some NGOs need to be more professional as
they presently operate on a different level in terms of management and organisational goals, practices and culture.”

This is a sampling of non-profit organisations,
which are dependent on public donations to run their services and programmes.
○

terms of strategies, planning, efficient utilisation of resources and effectiveness, as

○

And the younger generation of accountants will bring in skills and a work culture

ii Rules and Regulations —
Accountants will be careful to ensure that
the organisations will comply with various
laws and regulations related to tax, audits
and records. NGOs need to ensure that
their records and accounts are in order to
○

nuity develops. Thus a whole set of accounts may not have been kept,” Tan says.
People intending to set up NGOs and
other social work organisations will benefit
from the exper tise and experience of

8
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operates a
telephone service for individuals under-

Contact
95 Jalan Templer

going emotional or psychological pressures and who need a listening ear.

46000 Petaling Jaya, Selangor
Tel : 03-757 1306
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a charity
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○
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Contact

formed by volunteers and the Hospice
Movement was developed to assist the

2 Jalan 4/96, Off Jalan Sekuci
Taman Sri Nahtera, Jalan Cheras

terminally ill in their final stage of life. Its
aim is to facilitate quality living right up

56100 Kuala Lumpur
Tel : 03-933 3936
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○

NATIONAL KIDNEY
FOUNDATION OF MALAYSIA

Contact
72 Jalan 14/29

was founded by the Rotary Club of Petaling
Jaya in 1970. It seeks to help Malaysians

46100 Petaling Jaya
Selangor Darul Ehsan

suffering from kidney diseases and kidney
failure who do not have access to or cannot

Tel : 03-754 9048
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Contact
3498 Jalan Ampang Hilir 5
55000 Kuala Lumpur
Tel : 03-451 6100
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BETHANY HOME
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Contact
Simpang Empat, Hutan Melintang

disabilities, including employment training and independent living.

36400 Teluk Intan, Perak
Tel : 05-641 1276

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

Contact
33D Lorong 4/47A, Off Jalan Penchala
46050 Petaling Jaya, Selangor

support groups.
○

○

aims to

promote self-advocacy among persons
with learning disabilities and also family
○

○

runs several
programmes for children and adults with

DIGNITY & SERVICES

cause they have not been professionally
done or were done in a slipshod manner.

not be a sense of deep commitment by the
volunteers and sometimes a lack of conti-

○

TASPUTRA PERKIM

counts, finances, budgets, ledgers, cashbooks, etc are properly kept. Tan Kee Huat

“Many organisations depend on volunteers
to keep their books in order. But there may

○

non-profit day-care centre for disabled
children.

ensure.
Accountants can help ensure that the ac-

says that in his experience the accounts of
some organisations are not up-to-date be-

○

afford to get dialysis treatment from private
hospitals because of the high costs.

ports and accounts that are submitted must
reflect a true and accurate picture of the
organisation over a period of time and this
is something accountants will be careful to

○

to their last breath.
○

merce, etc.

ensure that they are not penalised or
struck off by the relevant bodies. The re-

○

HOSPIS MALAYSIA

ment skills and methods, and inefficient
utilisation of time, resources and money.

which are tapped and connected to newer
areas like information technology, e-com-

○

THE BEFRIENDERS

well as help these social organisations keep
proper accounts and records. Glaring
weaknesses in many NGOs include poor
financial record-keeping, lack of manage-

is getting increasingly connected and in-

NGOs You Can Help

sional as they presently operate on a different level in terms of management and
organisational goals, practices and culture.
Accountants can also bring in skills in

Networking — In a world which

iii
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lished local charity which runs various

Contact
P O Box 13230

ser vices and programmes among children and families, mentally ill, drug abus-

General Post Office
50804 Kuala Lumpur

ers and prisoners, rural poor and persons
with learning difficulties.

Tel : 03-456 8715

○

○

○

○

○

○

ter-dependent, charity groups need to work

An Unconventional
Accountant

with the corporate world if they want to improve their levels of funding, sponsorship,
donations and awareness.
Accountants will bring in their networks
of people and groups that will benefit social organisations. These networks can

veloped locations to assist in
serving the needy. Currently,

then be tapped for volunteers for programmes and projects, and also to expose

he is working towards a counsellor’s degree qualification

the public to their work. Volunteers can be
recruited for regular programmes such as

and visits prison inmates
regularly.

tuition for marginalised children or a oneoff fund-raising project.

For nearly a decade, he has
been a regular face among the

Networking also has value in terms of
publicity or awareness for the organisation

prisoners at Kajang Prison,
having started on weekly and

and the cause it espouses. Several NGOs
have successfully used their networks to

later monthly visits to cheer
up, encourage and counsel

run campaigns and fund-raisers.
earching for the ‘truth’ from gu-

them. He serves with a team
of counsellors and usually counsels per-

rus and holy men in a journey to
India in 1971 led Tan Kee Huat to

sons in his age group and also those planning to get married. He holds a diploma in

encounters with the destitute and suffering that have shaped his involvement with

counselling.
More recently, he was involved with a

the poor and needy.
His face-to-face encounter with poverty

group of businessmen who each week
serve food to needy people in three loca-

on the streets in the Indian sub-continent
had a tremendous impact on his life. When

tions in KL — Chow Kit, Petaling Street
and Pudu.

he returned, he got involved in serving the
less fortunate in the slums of Jinjang and

But his passion is with ‘Youth With A
Mission’ (YWAM), an international youth

nearby areas with his uncle, the late Tan
Sri Dr. Tan Chee Khoon.

organisation that serves the less fortunate
the world over. His engineer son is pres-

“My involvement was in organising things
and ensuring that the people’s material

ently working on a YWAM project. Tan, 51,
is a director of YWAM Malaysia and a

needs, like licences, land titles, etc were
met,” Tan recalls. He went on to study and

Board member of Malaysian CARE, a local charity. He also ser ves on the Board of

graduated from the University of Malaya.
In 1985, Tan directed his efforts towards

several other non-profit organisations.
He also provides advice for non-profit

meeting people’s deepest needs by pointing them towards God. That year, Tan, his

groups, including how to apply for tax exempt status. Tan observes that some non-

young son and daughter were diagnosed
with Hepatitis B, but they experienced a

profit groups want accounting and other
professional services free of charge. Such

healing and spiritual experience and their
lives changed. His children are also involved

an attitude needs to be changed if these
groups want to be more professional.

in community services and have served in
needy communities overseas as well.

Tan ser ves on the Board of Directors
of an established local charity that works

“People don’t care how

This senior accountant, a partner in a KL
firm of Public Accountants with around 90

with various disadvantaged groups. He
also sat on the Board of an agency that

much you know until

staff, leads a most unconventional life. He
frequently takes weeks off to visit less de-

specialised in giving special loans to the
urban poor.

they know how much

Note : M.H. Lim is a freelance writer who previously worked for several years with an

you care.”

established social work organisation. He regularly visits prisoners to counsel them. He
has also worked as a journalist with the New Straits Times Group for a number of years.

~ Author Unknown ~

M.H. Lim is a graduate from the University of Melbourne, with a Bachelor of Arts (Hons.)
degree.

iv

Personal Growth — Rightly

or otherwise, accountants are often perceived as being overly concerned with
keeping accounts, taxes, profit and loss,
and finance. Getting involved in social work
organisations either in a professional capacity or as a volunteer in a project has several benefits. It will change the public perception of accountants and give them a
softer image.
It will also benefit accountants because
they will see another side of society that
many do not have the opportunity to come
into contact with. It will widen their horizons and life experiences to be involved with
the less fortunate segments of society.
By their involvement, accountants will
realise that there is a world of needy people out there who require assistance and
compassion. It will show society that accountants are willing to perform community services, etc to help the needy. “It is
good training for accountants to serve others like the less fortunate. It also allows
them to return to the society from which
they have become successful,” says a senior accountant.
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YBhg Dato’ Syed Amin Aljeffri
Small in stature he may be,
but he is big in terms of
achievements.
Hazel Ong talks to YBhg
Dato’ Syed Amin Aljeffri on
what his thoughts and
visions are for the future of
the Institute.

MIA’s New President
person who develops a good rappor t

that we have achieved and continue to

quickly.

serve the national interest,’’ he said.

Starting off with some small talk to break

Standing just about five feet four or

the ice, I asked him what he would do in his

163 cm, Syed Amin may be small in stat-

new position as the new President of the

ure but he is definitely a big man when it

Malaysian Institute of Accountants (MIA).

comes to ambition and past achievements

“Dato’ Hanifah Noordin (the Immediate

as can be seen from his track record.

Past President)
has done a lot

R

since he activated

ing the goatie for his pilgrimage to Mecca.

no easy task and it

I had caught him the afternoon just before

took a lot of cour-

he flew off to perform his Haj the same

age and foresight.”

ubbing his slightly stubbled
face, Dato’ Syed Amin Aljeffri

MIA back in 1987.

welcomed me into his office,

To awaken a dor-

explaining that he was sport-

mant institution is

“My main task is

night.

So it is no sur-

“We need to be among the
leaders of the profession in
Asean and the international
arena. We have to strengthen
our membership by encouraging
wider membership representa-

prise when he
aims to tur n
Malaysia into a
reference point
for the profession within this
region.
It is his vision
and mission to

The very first thing I noticed was his

to carry on where

warm smile. Sincere, not put on. It had a

he left of f — to

quality that made me feel at ease in his

complete what has not been completed. The

firms into recognised global partnership

presence almost instantly.

accountancy profession is still very young

entities (refer President’s Desk).

Although he had another appointment in

tion among different races.”

here.”

transform local
accountancy

“We need to be among the leaders of

an hour’s time, he did not rush me and that

“My task is to bring about a common

the profession in Asean and the interna-

was again a good feeling. He seems to be a

goal. I need to uphold the high standards

tional arena. We have to strengthen our

10 Akauntan Nasional
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membership by encouraging wider mem-

der, in an environment which has new ways

bership representation among different

of doing business,’’ he said.

tation is still ver y low. There are those

“As I come from an average family, I had
to slog very hard because I went to univer-

races.”
“I know that the Bumiputera represen-

place and childhood playground.

From Small Town Boy to
Big City Entrepreneur

sity without a scholarship. I was into my
second year before Esso awarded me a

countancy as difficult yet not rewarding.

B

One of my personal projects is to change

enth child in a family of 10 children. Al-

So, as soon as he completed his tertiary

this scenario. This means encouraging the

though his father, who worked as a teacher,

education at Universiti Malaya with a Bach-

younger generation to join the profession

was originally from Kuala Lumpur, he

elor of Economics degree, majoring in Ac-

and for us to have a lot of collaboration with

moved to Kedah in response to the educa-

countancy back in 1971, he worked for

institutions of higher learning.”

tional needs there.

Esso Malaysia as a Financial Analyst.

among the Bumiputeras that look at ac-

orn on 10 November 1947 in Sungai

scholarship. That really eased my financial

Petani, Kedah, Syed Amin is the sev-

situation,’’ he recollected.

“I want to make it known that the Insti-

So it was there that Syed Amin grew up,

In September 1973, he star ted his

tute is sensitive to the needs of the indi-

attending school at Sekolah Melayu Sungai

articleship in Touche Ross & Co, an inter-

vidual, the business community and the

Petani. It was only in the 1960s that he re-

national accounting firm based in Vancou-

industry at large,’’ he said.

turned to Kuala Lumpur and continued his

ver British Columbia, Canada.

Syed Amin knows that the key to solve
the problem is to prioritise education.

secondary education at Victoria Institution.

After graduating as a Char tered Ac-

“I’m still a Kedahan. I was born and bred

countant in 1976, he returned to Esso as a

“This is of utmost importance. Without

there. In fact, half of my family members

education, those who continue to lag be-

are still there,’’ he said dearly of his birth-

been doing a good job in this area and so
is the Professional Development Department with its many courses.
“I hope to further intensify this area so
that both accountancy students and existing members can benefit not only professionally but also intellectually. We have to
be well-prepared in the new economic or-

His experience expanded when he was
transferred to Esso Eastern Inc., Houston,

hind will stay in their current position or
even deteriorate. So far, the Institute has

Senior Accountant.

“I want to make it known
that the Institute is
sensitive to the needs of
the individual, the business
community and the
industry at large.’’

Texas, US, as a Staff Financial Analyst. He
finally left Esso Malaysia when he was
Operations Accounting Manager in April
1981.
The same year, he opened his own accounting firm.
“After working for a multinational, I decided why not work for Malaysia, my own
country. Multinationals are innovative, alJune 2000
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A Man of Many
Other Talents

ways looking for new approaches to business, and I learnt many things from them,’’

an
he said.
Syed Amin is no stranger to the corpo-

A

agement. Many people get stuck in business. My new book deals with communi-

few years ago, Syed Amin discov-

cation, meetings, decision-making, nego-

ered that he had a new talent and

tiation and deliberation.”

rate world. From 1983 to 1984, he was ap-

that was writing. What prompted his dis-

pointed Board Member of Chocolate Prod-

covery? His social conscience.

“I may be among the few (local entrepreneurs) who have written in Malay. I’ve

“I started to have opinions and views on

just started the book, but finding time to

From 1991 to 1992, he was appointed as

how values were deteriorating while the

complete it is the difficult part. Hopefully,

EPF Board Member and Audit Committee

countr y was so-called developing. So I

I can complete it by next year,’’ he said,

Chairman.

wrote to Utusan Malaysia expressing my

adding that the book would impart 20 years

views on how people don’t take their jobs

of wisdom and experience in the intricate

seriously anymore.”

and complex world of business.

ucts (M) Berhad.

He is currently the director and member
of the Audit Committee of both Kinta Kellas
PLC and Crest Petroleum Bhd, and the

“About greed … how in the rush of chas-

Syed Amin considered teaching as his

Chairman of the Audit Committee of KUB

ing progress, people have left behind a trail

hobby. His experience includes teaching

Group of Companies, which are just among

of wastage and destruction … how little

accounting and auditing in Kuala Lumpur

a few of his many corporate appointments.

emphasis is now given to acquiring skills

on an ad hoc basis or as an invited speaker.

Due to his direct involvement with the

and experience,’’ he said.

No rookie to publicity, Syed Amin is in

Bumiputera business community, he was

He felt that it was important that some-

fact quite a regular face on local television

appointed Treasurer of the Malay Cham-

one should voice it out, not to be seen as

talk shows, having appeared in RTM, TV3

ber of Commerce Malaysia, a post which

the only one with all the answers but as

and NTV7 as a representative of both the
Malay Chamber of Commerce and recently

“I may be among the few (local entrepreneurs) who have

the MIA in programmes such as Selamat
Pagi Malaysia, Budget Commentaries, Busi-

written in Malay. I’ve just started the book, but finding
time to complete it is the difficult part. Hopefully, I can

ness Today and Malaysia Hari Ini.
As for his hobbies, he loves to read and
listen to evergreen songs.

complete it by next year,’’ he said, adding that the book

Fated?

would impart 20 years of wisdom and experience in the
intricate and complex world of business.
he held from 1988 until 1990. From 1991

one who offered alternative ideas.

T

he Chinese believe that some people
are meant to meet in life for a certain

reason, fated perhaps. Whether or not you

So he started sending a series of articles

believe this, both Syed Amin and Hanifah

to the daily over a period of three years.

have coincidentally fallen into this category.

In 1998, he was elected to be the Presi-

The articles talked about management as

How? Well, both of them met for the first

dent of the Malay Chamber of Commerce

well as organisational behaviour, touching

Kuala Lumpur and Vice-President of its

on how to increase productivity by setting

“Hanifah was my schoolmate. We met for

national body (the Malay Chamber of Com-

goals for oneself, how to become useful as

sports and social activities. We are close

merce Malaysia). He still holds these posts

a young adult and how to internationalise

friends who could talk freely, without inhi-

in the Chamber.

the Malays.

bition. We also ended up in the same uni-

to 1992, he was appointed its Secretar yGeneral.

time in Victoria Institution.

versity.”

Besides success in the corporate world,

These regular contributions to Utusan

he is blessed with five children, aged be-

Malaysia were compiled into Syed Amin’s

“Now we are in the same Institute and

tween three and 20.

first book entitled Sekilas Pandang : Gaya

have now held the same post,’’ he smiled.

Pengurusan Masa Kini, which was pub-

Whether fate had her hand in it, Syed

“My eldest is a daughter, 20, currently
doing accountancy locally. I have a 17-yearold son, another son, 13, followed by a
younger boy, 11, and finally my little three-

As ambitious as always, he is now drafting his second book.
“I’m trying to do another book on man-

year-old daughter,’’ he said.

12 Akauntan Nasional
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Amin is now the new captain of the Institute and we hope he would steer it towards
greater heights in a new and uncharted
millennium.

F E AT U R E
V A L U E A D D E D TA X

Consumers’ Views Towards
Introduction of

VAT

By Assoc. Prof. Dr. Mustafa Mohd Hanefah and
Assoc. Prof. Dr. Jeyapalan Kasipillai
SCHOOL OF ACCOUNTING, UNIVERSITI UTARA MALAYSIA

ABSTRACT
This study reports the findings of an empirical study on the degree of knowledge, understanding and attitudes of consumers towards a VAT system. The
findings of the nationwide field survey indicate that consumers have little or
no knowledge about VAT. Moreover, most of the respondents do not understand the manner in which a VAT system operates. Based on the findings of
this study, several recommendations are outlined in this paper. In this regard, a nationwide campaign has to be undertaken by the government to
educate the public before such a system is introduced in Malaysia.

INTRODUCTION

or reduce the capital gains tax from 49 per

he widespread adoption of a consumption-based value added sys-

cent to no more than 20 per cent as it is now
in the US (Francis, 1998). The GST rate is

tem is the most significant development in the evolution of the tax struc-

10 per cent. Food items would, however, be
exempt and that will mean an estimated loss

ture in the latter half of this century. There
are currently 72 countries either with a

of A$5 billion annually. The rationale for the
exemption is that the rich spend only 11 per

most significant develop-

VAT system or who are seriously considering the implementation of such a tax. At

cent of their income on food while food costs
the low-income group at least 40 per cent of

ment in the evolution of

present, 27 of the 29 members of the Organisation for Economic Co-operation and

their income.
Among other things, the Americans op-

the tax structure in the

Development (OECD) have adopted VAT
as their main consumption tax. Total rev-

pose VAT on grounds of regressivity while
the Australians have all this while feared

enue from VAT averages about 30 per cent
of tax revenues from these countries.

that the administration of VAT would be a
bureaucratic nightmare. The Swiss voters

Three OECD countries that have not
adopted such a tax system are the US, Aus-

have twice rejected government proposals
to substitute a VAT for the present retail

tralia and Switzerland. Australia would,
however, be implementing the consump-

sales tax. In the US there is no VAT but a
retail sales tax is imposed on most goods

tion-based tax from 1 July 2000. By then,
the Australian government would have ex-

and services. The rates of the sales tax vary
with each state.

pedited the proposed reduction in corporate
tax to 30 per cent or even lower and abolish

VAT had its origins in France in the 1950s,
and is the requisite form of indirect taxa-

T
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“The widespread adoption
of a consumption-based
value added system is the

latter half of this century.”
tion for several countries (Bosch, 1993). In
Europe, the tax started as TVA, which is an
abbreviation of the French name : tax sur
la valeur ajoute. The English name ‘Value
Added Tax’ is a literal translation of its
French counterpart. This name tries to indicate the special characteristics of the tax,
that is, only the value added is taxed. However, this name does not indicate the exact
techniques of the tax system.

NATURE OF VAT

V

AT is an indirect tax. It is a tax levied

directly on goods and services and,
therefore, indirectly on taxpayers. Theoretically, VAT is a tax on the value added to
goods or services by each separate processor in the production and distribution chain.
In reality, it is a tax on the increase in the
sale price of the goods or services as they
pass through that chain. Ultimately, however, it is a tax on consumption, that is, on
the amount spent for the product by the final consumer. The consumer ultimately
bears the burden of the tax, even though
the actual payer of the bulk of the tax is the
manufacturer. Even though the manufacturers ultimately pay the tax to the government, they actually act as collecting agents
on behalf of the government. Besides the
consumption type of VAT, there exists another type : income type VAT. As between
the consumption and the income types of
VAT, only very few countries have favoured

“The essential design characteristic of the consumptionbased tax is that the tax is paid by a business on purchases
of goods and services and is credited to the business (and
in some cases can be refunded). This is referred to as the
‘credit offset’ system and is common to all VAT systems.”
the latter. This is because, economic considerations favour the consumption type,
and the main advantage is that it is easier to

THE ASIA-PACIFIC AND
EUROPEAN EXPERIENCE

A

significant feature in the develop-

administer.
The essential design characteristic of the

ment of VAT is the emergence of regional trends alongside global growth

consumption-based tax is that the tax is
paid by a business on purchases of goods

(McKenzie, 1992). Although Europe has
been at the forefront of the expansion of

and services and is credited to the business (and in some cases can be refunded).

the tax, the Asia-Pacific region too has
played a significant role during the last 17

This is referred to as the ‘credit offset’ system and is common to all VAT systems. No

years in the growth of the tax.
In the Asia-Pacific sector, South Korea

part of the consumption tax would represent a cost to the business. The tax ‘rolls

was the first country to implement VAT in
1977. The 1980s saw the adoption of the

forward’ at each transaction to the point of
sale to the end consumer.

tax by other countries. Indonesia introduced VAT in 1984 followed by New ZeaJune 2000
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land and Taiwan two years later. In recent

n VAT is a necessity for every countr y.

that of rapid growth of the tax in recent

years, Canada, Fiji, Philippines, Singapore
and Thailand have joined the other Asia-

n Its introduction has the potential to raise

years. This is especially true in the case of
countries in the Asia Pacific region. Al-

Pacific countries in adopting VAT. The
Asian giants too have not been left behind.
China introduced VAT with effect from 1
January 1994. It will be the principal indi-

a large amount of money.

though the experiences of individual countries are inherently different, a number of

n Provides a stable source of revenue that
would be less sensitive to economic fluc-

general observations can be made :

tuations.

n Taxpayers will rely on their tax agents

rect tax and will replace the current Industrial and Commercial Consolidated Tax.

In addition to the above positive developments, economists generally agree that

India has developed extensive indirect
taxes that incorporate VAT features. The

a consumption-based indirect tax is preferable to income tax at least in one impor-

International Monetary Fund (IMF) has
also been prominent in urging developing

tant context. An income tax imposes a tax
on savings when earned, while consump-

countries to adopt the VAT (Tait, 1988 and
1991). In the Asean region, countries that

tion tax imposes a tax on income spent. A
consumption tax, therefore, encourages

n Countries that have introduced such a
system generate significant revenue. In

have adopted a VAT system produced a
common approach to :

more savings in the economy. This rationale is an important factor in planning to

New Zealand, Goods and Ser vice Tax
(GST) contributes nearly one-fifth of the

n Number of rates of the tax (typically a

introduce a consumption-based tax.
The success of the VAT system, how-

annual tax revenue. Outside the Asia Pacific region, VAT in the United Kingdom

ever, depends on several circumstances in
the country concerned and they include :

too raised over one-fifth of all tax revenue.

single rate).
n Exported goods and services are zerorated.
The level of exempt classifications, however, differs significantly between the countries. Important exemptions, which apply
to each Asean country, are tabulated in
Table 1.
Global VAT rates when first introduced
by each country are listed in Table 2. The
growing acceptance of VAT all over the
world would give the impression that :

to compute VAT. The introduction of the
tax generates extra work for business
and their accountants in respect of compliance matters, including the preparation and filing of returns.

n Introduction of VAT provides an opportunity for governments to change the

n Quality of tax administration including
computerisation.

way they raise revenue, enabling them
to reduce marginal tax rate substan-

n Proper planning before implementation.

tially. For example, in New Zealand over
a six year period since GST was intro-

n Economic and financial situation of the

duced in 1995, the top marginal income
tax rate for individuals was halved (from

country.
n Moral tax consciousness of the taxpayers.

66 per cent to 33 per cent), while the
corporate tax rate in that countr y has

The underlying experience of countries
that have adopted such a system has been

also fallen from a high of 48 per cent to

VAT — The Asean Experience

TABLE 1

Indonesia

Philippines

Thailand

Singapore

Acronyms Used

VAT

VAT

VAT

GST

Date Introduced

1 January 1984

1 January 1988

1 January 1992

1 April 1994

10%

10%

7%

3%

Rate
Exemptions

• Health services

• Agricultural products

• Educational services

• Educational

• Health services

• Agricultural ser vices

• Land Leases

• Financial ser vices

• Exported goods
services

• Exported goods
ser vices

• Exported goods
services

• Selected sundry

• Selected sundr y

• International

financial services

• Financial services

• Small business services
• Natural products
• Second-hand capital
goods
Zero-rating

• Exported goods
services

supplies
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supplies

transportation,
i.e., ships, aircraft

the current rate of 33 per cent. In Thai-

TABLE 2

land, the introduction of VAT resulted
in the reduction of the highest marginal
personal income tax rate from 55 per
cent to 37 per cent with effect from 1

1997

Januar y 1992

7

7, 13, 21, 40

Argentina

Januar y 1975

16

N/A

Australia

From January 2000

—

—

Austria

Januar y 1973

8, 16

10, 12, 20

Bangladesh

July 1991

10

0, 15

Belgium

Januar y 1971

6, 14, 18

0, 6, 12, 16, 20.5

exempt classifications 2 creates borderlines. In this respect, the experiences of

Benin

April 1991

18

N/A

Bolivia

October 1973

5, 10, 15

N/A

European countries are useful. In the
Netherlands, for instance, VAT was ini-

Brazil

Januar y 1967

15

N/A

tially imposed at a reduced rate for some
food items but there were numerous im-

Canada

Januar y 1991

7

0, 7

Chile

March 1975

8, 20

0.5, 18, 50

China

Januar y 1994

N/A

0, 6, 13, 17

Colombia

1965

4, 6, 10

0, 14, 15, 20, 35, 45

Costa Rica

Januar y 1975

10

N/A

of fraud. Finally, the government in Netherlands had to place all food items on the

Cyprus

N/A

N/A

0, 8

Cote d’Ivoire

Januar y 1960

8

N/A

list of goods taxed at the reduced rate.

Czechoslovakia

Januar y 1993

5, 22

5, 22

Troubles in the UK too were similar

Denmark

July 1967

10

0, 5, 25

Dominican Rep.

Januar y 1983

6

N/A

Ecuador

July 1970

4, 10

N/A

Egypt

May 1991

5

0, 5, 10, 25, 32.5, 60

El Salvador

September 1992

N/A

0, 10

Estonia

1991

N/A

0

Finland

October 1990

17

0, 6, 12, 17, 22

France

Januar y 1968

6.4, 13.6, 20, 25

2.1, 5.5, 9.5, 18.6

Germany

Januar y 1968

5, 10

7, 15

Greece

Januar y 1987

6, 18, 36

4, 8, 18

Guatemala

August 1983

7

N/A

Haiti

November 1982

7

N/A

Honduras

Januar y 1976

3

N/A

Hungary

Januar y 1988

15, 25

0, 10, 25

Iceland

Januar y 1990

14, 24.5

14, 24.5

Indonesia

April 1985

10

N/A

Ireland

November 1972

5.26, 16.37, 30.26

0, 2.5, 12.5, 21

Israel

July 1976

8

17

Italy

Januar y 1973

6, 12, 18

2, 4, 9, 13, 19

Jamaica

October 1991

N/A

0, 12.5

Japan

April 1989

3, 6

3

Kazakhstan

December 1991

N/A

10, 13, 20

Kenya

Januar y 1990

17, 20, 40, 50, 270

0, 5, 18, 30

Korea

July 1977

10

0, 10

n While problems with the tax might vary
from country to country, borderline areas are invariably the main source of difficulty. Treating specific goods differently, more especially via a VAT system
with two or more rates, zero-rating1 or

plementation problems. There were too
many disputes as to the kind of items that
attracted VAT. The dividing line was not
clear and consequently there was a lot

when the Tax Office tried to make a dividing line between clothes and footwear for
children (zero-rated) and other clothes and
footwear (17.5 per cent). The idea did not
work and a single rate had to be introduced
(Warren, 1993). However, only a small
number of countries have one uniform rate.
In Western Europe, Denmark is the only
country with such a uniform rate, that is,
25 per cent. In the Asia-Pacific region, Singapore had introduced a uniform rate of
three per cent (Kwong, 1993).
The opponents of the VAT system assert
that such a tax is regressive in nature, inflationar y, and detrimental to fiscal
stabilisation and its implementation would
be an administrative nightmare. Hence,
policy makers in several developing coun-

2

VAT Rates
At introduction
(%)

Date VAT
Introduced
or Proposed

Algeria

January 1992.

1

Countries

VAT — The Asean Experience

The idea of ‘zero-rating’ is to leave certain goods
and services outside the VAT system. The non-payment of VAT is achieved by two methods, that is,
by exemption or by zero-rating the goods and ser vices. A trader seeking an ‘exempt’ supply does not
pay a VAT on the sale. But he also cannot claim any
VAT paid on the goods or services. A trader, however, dealing in zero rated goods can register for
VAT and claim VAT paid on it. Examples of exempt
goods and services include educational and health
services, and banking and financial ser vices.
A trader dealing in ‘exempt’ goods cannot register
under the VAT system. Examples of goods and services zero-rated include basic food items, books and
newspapers, clothing and export of goods.
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TABLE 2

VAT — The Asean Experience (cont’d)

Countries

VAT Rates
At introduction
(%)

Date VAT
Introduced
or Proposed

reluctant to switch to VAT. There was concern over the potential inflationary effect
1997

Latvia

Januar y 1992

N/A

18

Luxembourg

Januar y 1970

2, 4, 8

3, 6, 12, 15

Madagascar

Januar y 1969

6, 12

N/A

Malawi

May 1989

10, 35, 55, 85

N/A

Mali

Januar y 1991

10, 17

N/A

Mexico

Januar y 1980

10

0, 10, 15

Morocco

April 1986

7, 12, 14, 19, 30

N/A

Netherlands

Januar y 1969

4, 12

0, 6, 17.5

New Zealand

October 1986

10

0, 7.5, 12.5

Nicaragua

Januar y 1975

6

N/A

Niger

Januar y 1986

8, 12, 18

N/A

Norway

Januar y 1970

20

0, 23

Pakistan

July 1990

12.5

0, 15

Panama

March 1977

5

0, 5, 10

Papua New Guinea N/A

10

3, 10

Paraguay

Januar y 1991

12

10

Peru

July 1976

3, 20, 40

18

Philippines

Januar y 1988

10

0, 10

Poland

July 1993

7

0, 7, 22

Portugal

Januar y 1986

8, 16, 30

5, 17

Romania

July 1993

N/A

0, 9, 18

Senegal

March 1961-86

5

-

Singapore

April 1994

3

0, 3

Slovak Republic

Januar y 1993

6, 25

6, 25

South Africa

September 1991

10

0, 14

Spain

Januar y 1986

6, 12, 33

4, 7, 16

Sweden

Januar y 1969

2.04, 6.38, 11.1

0, 12, 21, 25

Switzerland

Januar y 1995

N/A

2, 6.5

Taiwan

April 1986

5

0, 5

Thailand

Januar y 1992

7

1.5, 7

Trinidad & Tobago Januar y 1990

15

0, 15

Tunisia

July 1988

6, 17, 29

6, 10, 17, 29

Turkey

Januar y 1985

10

1, 8, 23

U.S.S.R

Januar y 1992

N/A

3, 10, 20

United Kingdom

April 1973

10

0, 2.5, 8, 17.5

Uruguay

December 1972

5, 14

12, 22

Venezuela

September 1993

5

N/A

Vietnam

N/A

10

5, 10, 20

Yugoslavia

1995

5

N/A

Zimbabwe

N/A

N/A

N/A — Not Available.
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tries in the Asean region had initially been

12.5, 15, 20

of such reform, especially after learning
from the experience of Indonesia, and to a
certain extent, of the Philippines where the
switch over was accompanied by increases
in the general price level. Price indices had
in fact started to register some substantial
increase in Indonesia even before its introduction, as a result of which last minute
buying and stocking occurred. However,
the introduction of VAT has on occasion
had a one off impact on the price level, and
has never caused a continuing upward spiral of prices.
This is evident in Tait’s (1991) study. The
researchers surveyed the price effects of
a VAT in 36 countries, including 21 developing nations. The findings indicate that
about in 22 cases (14 of them were developing countries) the introduction of VAT
had a negligible effect on the Consumer
Price Index (CPI). In another eight cases
(four of them were developing economies),
the VAT induced a highly defined, one-time
(permanent) price increase. In six cases
(three of them developing nations), the
VAT could have contributed to acceleration
in the rate of inflation, though in each case
expansionar y wage and credit policies
were already in place.
In Indonesia, the initial reaction was
probably caused by the confusion of sellers who were unsure about how the credit
mechanism works and accordingly attempted to pass on the additional administrative costs of VAT to consumers in the
form of higher prices (Atmosudarmo,
1993). The credit mechanism should be
understood by all. In the case of Niger, due
to improper record keeping by the businesses, and having little knowledge in the
mechanics of VAT, fraud and cheating became the name of the game (Barlow and
Snyder, 1994). It is thus very important for
the consumers and the collectors to have
proper knowledge and understanding in
VAT before it is implemented.

INDIRECT TAXES IN
MALAYSIA

I

n Malaysia, the main types of indirect

taxes are sales tax, service tax, excise
duty, import duty, and export duty (as compared to direct taxes such as income tax,

June 2000

corporate tax and petroleum tax). The government has indicated several years ago
(1993 National Budget) that the sales tax

The objectives of this study include the
following :

distributed the questionnaires.

n Determination of the degree of aware-

and service tax will ultimately be integrated
and replaced by a consolidated tax to be

ness, attitudes and opinions of VAT by
consumers in urban areas in Malaysia.

called sales and service tax (SST ) but such
a value added tax has yet to be introduced

n Identification of the relationship between
the degree of awareness (knowledge, understanding and attitude) and demo-

in Malaysia.

graphic characteristics such as age, gender, race, occupation and place of resi-

SALES TAX

S

3

ales tax in Malaysia was first intro-

dence.

S

paid by any person in respect of :

i

Are the consumers aware of VAT?

ii

What are the perceptions, opinions,
attitudes, and degree of knowledge
among the consumers towards VAT?

SIGNIFICANCE
OF THE STUDY

T

he findings of this study will be useful
to char t future tax policies in the

upcoming century. This is the first time a
study of this nature has been carried out
to gauge the popularity of the value added
tax system.

n Any prescribed service (taxable service)
provided by or in any prescribed establishment, or
n Any prescribed goods (taxable goods)
sold or provided by or in any prescribed
establishment.

tained questions relating to the socio-economic characteristics of respondents-including race, age, annual income, occupational status and academic/professional

as parts I, II and III). Part I probed into
the extent of consumer’s awareness of the

as a manufacturer of taxable goods (that is,
goods chargeable to sales tax) in Malaysia

ervice tax was introduced in 19755 , and
a rate of five per cent is charged on and

sections (referred to as Sections A and B).
Section A (‘demographic information’) con-

the following research questions were explored :

imposition would depend on the type of
goods4 . Every person carrying on business

SERVICE TAX

The questionnaire was divided into two

qualifications and current employment.
Section B had three parts (referred to

ister. There are different rates, that is, five
per cent, 10 per cent and 15 per cent and its

has an obligation to register as a licensed
manufacturer for sales tax purposes.

Questionnaire

In line with the objectives of the study,

duced in 1972. It is a single stage advalorem tax imposed on all goods manufactured in or imported into Malaysia unless
specifically exempted by the Finance Min-

in fulfilment of their degree requirements,

METHODOLOGY

A

VAT system while Part II gauged into the
consumers’ attitude towards VAT. Part III
determined respondents perception towards the indirect tax system.
In Section A, some of the questions required a tick for the correct answer and a
couple of the others required a simple Yes/
No response. In Section B, the respondents
had to tick the appropriate column for most
of the queries. The responses derived from
the questionnaire were coded and entered
into an Excel spreadsheet. Thereafter,
summar y statistics were produced and
analysis of data was carried out using a statistical package (SPSS).

field survey method was adopted to
carry out the survey in 1996.

Survey

“Inflation is one form of
taxation that can be

Pending full implementation of the SST,

The survey approach involved administration of a questionnaire on the VAT system.

the scope of service tax of five per cent was
extended to cover several services in two

Fifty final year accounting students representing all the 14 states in Malaysia were

budgets.6
The weaknesses of both the taxes iden-

engaged as research assistants (RA’s).
These RA’s, who have completed their stud-

tified above are as follows :

ies but were undergoing practical training

n Narrow base of sales tax.

3

Sales Tax was first introduced on 29 February 1972 and its operation is governed by the Sales Tax Act 1972.

4

The Sales Tax incorporates three different rates and they are as follows :
• 5% : levied on fruits, certain foodstuffs and building materials.
• 10% : general rate levied on all goods unless exempted under the Sales Tax (Exemption) Order 1980.
• 15% : levied on cigarettes, liquor and alcoholic drinks.

5

Ser vice Tax was introduced in Malaysia with effect from 1 March 1975. The legislation governing the tax is
the Service Tax Act (STA) 1975. The STA applies throughout Malaysia excluding Langkawi, Labuan and Free
Trade Zones under the Free Zones Act, 1990.

6

The 1992 and 1993 Budgets had earlier covered 19 professional or specialised services. The 1994 Budget
included four new ser vices, namely telecommunication services, security guard services, recreational clubs
and estate agents. When the Ser vice Tax Act was introduced in 1975, the imposition of service tax was confined to certain ser vices and goods provided or sold in hotels, restaurants, private clubs, health centres and
night clubs. The 1992 Budget extended the scope of the STA to cover 11 professional or specialised ser vices
with effect from 1 Januar y 1992. The scope of services covered are accountancy, engineering, law, sur veying
and valuation, private hospitals, motor vehicle service, for warding agencies, insurance companies, advertising agencies and consultancy firms. In the following year (with effect from 1 January 1993), four additional
ser vices were included, namely telecommunication ser vices, security guard services, recreational clubs and
real estate agents. With effect from 1 January 1994, four more services were introduced : dental services,
veterinary services, courier service firms and parking service companies. Finally, with effect from 1 Januar y
1998, ser vice tax was further extended to cover all types of employment services, companies providing management ser vices (including project management and coordination services), provision of hire, drive car and
hire car services (Kasipillai, 1999).

n Pyramiding effect of the sales tax.
n Multiple taxation on certain goods.
n Bias against exports.
n Transfer pricing.

OBJECTIVES OF THE STUDY

A

survey was carried out by the au-

thors to assess the degree of knowledge, understanding and the attitudes of
the consumers on the impact of a new comprehensive tax to be imposed in Malaysia
on goods and services in place of the existing sales and service tax.

imposed without
legislation.”
~ Milton Friedman ~
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Results of Survey
Summary of Characteristics

TABLE 3

Respondents
A total of 600 questionnaires were distributed. In total, the useable questionnaires in this study for consumers were 561 reflect-

(N = 561)
VARIABLE

ing a response rate of 70.1 per cent. The response rate was relatively high in this study because of the use of trained research

PER CENT

Gender

assistants.

Male

53

Female

47

100

SAMPLE CHARACTERISTICS

A

summary of the characteristics of respondents are presented

Race
Malay

52

Chinese

34

Indian

8

Others

6

in Table 3. As mentioned earlier, a total of 800 questionnaires
were distributed and 561 respondents provided the input for the

100

analysis. About 53 per cent of the respondents were males and
the balance was females. The racial compositions of the respondents are Malays (52 per cent), Chinese (34 per cent), Indians (eight
per cent), and the remainder (six per cent) being others.

Age
17-20

5

21-25

21

Age

26-30

28

31-35

23

Majority of the respondents (73 per cent) were between the
age of 21 and 35. Merely five per cent of the respondents were

36-40

12

above 45 years of age.

41-45

5

46-50

2

Above 50

3

Annual Salary
100

Annual Salary
Less than RM9,600

34

RM9,600 - RM24,000

47

RM24,001 - RM48,000

13

Above RM48,000

6

salar y of RM9,600-RM24,000, 13 per cent earned an annual salary of RM24,001-RM48,000, and those having an annual salary
above RM48,000 represented six per cent of the respondents. As
regards to the marital status of the respondents, 43 per cent were
100

Marital Status
Single

43

Married

56

Separated/Divorced

0.5

Widowed

0.5
48

Certificate/Diploma

19

Bachelor’s Degree

23

Masters Degree

5

Professional Qualifications

5

single, 56 per cent were married and the remainder were either
divorced or widowers.

Academic Qualifications
48 per cent of the respondents successfully completed the sec100

Academic Qualification
Secondar y Education

Among the survey respondents, 34 per cent have an annual salary of less than RM9,600, another 47 per cent earned an annual

ondary education. Bachelor Degree holders represented twentythree per cent of the respondents, and those possessing diploma
represented 19 per cent of the respondents. Among those who
possessed professional qualifications, five per cent were members
of professional accounting bodies. Five Master degree graduates
and other certificate holders comprised nearly five per cent of
the total respondents.

100

OCCUPATION

Occupation
Among the respondents in the public sector, 10 per cent were
holding professional positions. They represented the managerial

Position in Public Sector
Professional

10

Executive

14

Clerical

11

Non-clerical

4

sented the sub-professional group. A further 11 per cent of the
respondents were clerks, while the remaining four per cent rep-

Managerial

15

resented the non-clerical group.
Among those from the private sector, 15 per cent of the respond-

Supervisor y

12

Technical

6

Clerical

16

cal group. With respect to those holding other positions, about 8
per cent of the respondents said they were self-employed, and

Self-Employed

8

Others (Pensioners & part-timers)

5

five per cent were others. Others included pensioners and parttimers.

and professional group. The executive positions were held by 14
per cent of the employees in the public sector. The position repre-

Position in Private Sector

ents held managerial positions, 12 per cent were supervisors, six
per cent held technical jobs and 16 per cent represented the cleri-

Other Occupations
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DISCUSSION OF RESULTS

T

Perception

he extent of awareness, attitude and perception of the consumers towards the VAT system were deliberated.

Awareness
Table 4 shows the percentage of responses to the question
‘Have you heard of VAT?’ Merely thirty-three per cent of the respondents heard of VAT.7

Various questions pertaining to their perceptions towards VAT
were posed to the consumers. The first question gathered the
respondents’ opinion on who should pay VAT. Thirty-two per cent
of the respondents suggested it is the responsibility of the manufacturers, 24 per cent mentioned the wholesalers should pay it,
about 18 per cent suggested the retailers, while only 23 per cent

Attitude

viewed it as the responsibility of the consumers. The findings
suggest most respondents are not aware that ultimately it is con-

A number of questions were asked to gauge the consumers’
attitude towards VAT. 40 per cent of the respondents were in fa-

sumers who should pay the VAT (see Table 5 for a summary of
the responses).

vour of replacing the sales and service tax with a consumption
based VAT system, while 27 per cent were not in favour. The bal-

TABLE 5

Responses to the Implementation of
VAT System in Malaysia

ance (33 per cent) were not sure. A large number of the respondents were not sure whether the present sales tax and service tax
should be replaced with VAT suggesting a low awareness of the
existing sales tax and service tax among the respondents.

No

Not
Sure

82

9

9

52

15

33

4 Will you spend less on luxury goods?

66

15

19

5 Will VAT curb consumer spending
and lead to compulsory savings?

46

20

34

6 Will VAT increase government’s
revenue?

77

6

17

43

37

20

97

1

2

Statement

One-third of the respondents opined that the manufacturers
should collect VAT. Another 22.1 per cent of the respondents sug-

Yes

1 In your opinion, who should pay VAT?

gested it is the responsibility of the wholesalers while 28.3 per
cent viewed it as the responsibility of the retailers. The remaining 16.4 per cent said it was the responsibility of other collectors.
Most respondents (77 per cent) generally felt that the imposition
of VAT should exclude essential food and medical items.
A tax on essential goods would lead to a price hike of essential
items and eventually lead to inflation. Furthermore, price hikes on
essential goods will mainly burden the lower income group. For

n Manufacturers

32

n Wholesalers

24

n Retailers

18

n Consumers

23

n Others

3

2 When VAT is introduced, do you
think there will be a general rise in

example, a rising inflation, if not checked, would have detrimental
effects on the economy and the development of the country.

the prices of goods?
3 Will prices of goods stabilise over a

TABLE 4

certain time period?

Responses to VAT System
(per cent)
Yes

No

Not
Sure

1 Have you heard of VAT?

33

67

—

2 Would you favour replacing the
sales and service tax with VAT?

40

27

33

Statement

7 Should VAT be imposed on goods at a :

3 If your answer is “No”, would you
agree if the present ser vice tax is
broadened to cover more sectors?

18

46

54

n Multiple tax rate

42

n Others

4

8 Is VAT complicated and difficult to

35

understand?

4 As a result of VAT, should individual
income tax rates be reduced?

n Single tax rate

88

3

9 Before VAT is introduced, should the

9

government educate the public on
all aspects of VAT?

5 Who should collect VAT?
n Manufacturers

33

n Wholesalers

22

The following question probed from the respondents whether

n Retailers

28

n Others

17

there will be a general rise in the prices of the goods after the
introduction of VAT. The majority (82 per cent) anticipated there
would be a general rise in the prices of the goods after the intro-

6 Do you agree VAT should not be
imposed on essential goods?

77

12

11

7

Among those who were aware of VAT, 47 per cent of them were Malays, 41 percent were Chinese, seven per cent were Indians and five per cent were others.
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goods after the VAT system is implemented. About 66 per cent responded they

broad-based consumption tax — referred
to as value-added tax (VAT). The advan-

would spend less, while 15 per cent said it
would have no effect. A new tax may ini-

tages of VAT include economic neutrality,
encouragement of savings and capital for-

tially discourage consumer spending but
in the long run the introduction of VAT

mation, a stable source of revenue, the ability to raise large amounts of revenue at rela-

would have little effect on purchases of
luxury and other items. If the VAT rate is

tively low rates and the relative ease of administration. However, the exact manner

low, it may not discourage the consumers
to purchase luxury goods and services.

in which this consumption-based tax will
be imposed would very much depend on

What’s the definition of

Thus, in order to discourage consumption
of luxury and imported goods, the tax rate

the aim, political will and administrative capabilities peculiar to Malaysia.

a good tax accountant?

has to be reasonably high.
Forty-six per cent of the respondents
agreed that VAT would curb consumer
spending and lead to compulsory savings.
One-third (34 per cent) of the respondents

24 Akauntan Nasional

June 2000

Note : The authors are grateful to Prof.
Dr. Barjoyai Bardai for his invaluable
comments and suggestions.

national Practice and Problems”, International Monetary Fund, Washington, D.C.
Warren N., (1993), “The UK Experience
with VAT”, 3 Revenue Law Journal 75.

Someone who has a
loophole named after
him.

F E AT U R E
S E R V I C E TA X ( A M E N D M E N T ) A C T 1 9 9 9

Significant Changes to
SERVICE TAX
A critical review of the Service Tax (Amendment) Act 1999
B Y CH OONG KWAI FATT

Introduction
he Minister of Finance had gazetted 1 January 2000 to be the

dered even though the threshold has not been reached. This is to
prevent the business enterprises from being liable for service tax

date of enforcement of the Service Tax (Amendment) Act 1999.
This article aims to highlight the significant impact of the Amend-

personally once the threshold is reached and they are not in time
of getting the service tax license.

T

ment Act on the businessman, tax agent and accountant who is
involved in one way or another in the service sector.

One Single Business

B

usiness enterprises are only required to obtain a service tax

license for the collection of ser vice tax if their turnover
reaches the threshold determined by Service Tax Regulation 1975
1

second schedule. The threshold has been set at RM150,000,
RM300,000 or RM500,000 depending on the types of service sectors. However, industries like hotels (with more than 25 rooms),
restaurants, bars, snack bars, coffee houses located in the hotels,
insurance companies, providers of telecommunication services
and credit card centres would not be given any threshold and are

Mandatory Issue of
Receipts and Invoice

S

ection 10 of the Service Tax Act has been amended to im-

pose mandatory issuance of receipts and invoices (either in
Bahasa Malaysia or English) in respect of services provided. Application to the Director-General is required for such non-compliance.

Increased Rate of Penalty

S

ervice tax is only accountable to the Director-General when

payment for services has been received. Any payment received within the taxable period (two calendar months) must be

required to obtain their license on day one of operation.
In order to prevent business enterprises from setting up more

paid to the Director-General within 28 days from the expiration of
the taxable period. The revised late payment penalty for service

companies to avoid reaching the threshold, thus avoiding the service tax collection, a new section 7A was legislated. Section 7A

tax, which remains unpaid after the 28 days from the expiration
of taxable period, will be as follows :

empowers the Director-General of Customs to direct the various
businesses operated by different persons to be treated as a single

i

business by a single person. That person directed by the Director-General is required to apply for the license within 21 days of

a penalty of 10 per cent on such unpaid service tax shall be
payable;

ii

a further 10 per cent will be imposed if the service tax due
and payable remains unpaid for more than 30 days after the

such direction.
The Director-General would consider the close relationship of

imposition of the 10 per cent penalty;

financial, economic and organisational link between the related
persons before deciding to give direction of aggregating the turno-

iii

ver as one single business. This is to ensure that the service tax
would be collected from the date of licensing and to prevent loss
of revenue to the Government. The Director-General can nominate more than one person to be responsible for the service tax
compliance.

Voluntary Licensing (Sec 8A)

T

he amended Act allows business enterprises to apply for the
service tax license and to collect service tax on services ren-

an additional penalty of 10 per cent will be imposed for every
succeeding 30-day period or part thereof until a maximum
of 50 per cent is reached.

The increased rate of penalty for late payment aims to encourage prompt payment of service tax and to develop a responsible
corporate culture for tax compliance. The upper limit of 50 per

1

Amendments to the Service Tax Regulations 1975, which took effect from 1 January 2000 was made by Service Tax (Amendment) (No 2) Regulations 1999, PU
(A) 521/99. For a detailed commentary, see Tax Flash Issue 7/00 March 2000,
published by CT Publications Sdn Bhd.
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For every subsequent 30-day period or part thereof, a two per

Example 1
Chan ML (consultancy) Sdn Bhd was liable to pay

cent penalty will be imposed until a maximum penalty of 50 per
cent is reached.

RM20,000 to the Customs Department on or before 28 May
2000 for payment for services received on 15 April 2000. The
imposition of penalty would be as follows assuming the
amount of RM20,000 was not paid.
Amount due on 28.5.2000

RM20,000
PENALTY (%)
10

2,000

28.6.2000 – 27.7.2000 (30 days)

10

2,000

28.7.2000 – 26.8.2000 (30 days)

10

2,000

27.8.2000 – 25.6.2000 (30 days)

10

2,000

26.9.2000 – 25.10.2000 (30 days)

10

2,000

50

30,000

Business enterprises, however, would find it more costly for
being negligent in service tax administration.

ment. The following are some of the measures :

n Recovery of Service Tax from Persons Leaving
the Country
A new section 18A was legislated to empower the DirectorGeneral of Customs to issue a certificate to the Director-General
of Immigration preventing any person from leaving Malaysia unless he has paid the service tax and penalty, or provided security
for the payment. A notification of the issued certificate would be
sent to the business enterprise concerned. However, non-receipt
of the notification would not deter the Director-General of Immi-

n Increased Penalty of Service Tax Evasion
The scope of service tax for evasion has been widened to in-

been increased from RM10,000 to RM50,000.

here any amount of sales tax remains unpaid after 28 days

Refund of Service Tax

from the expiration of a taxable period :

a penalty of 10 per cent on such unpaid sales tax shall be
payable;
a further two per cent will be imposed if the sales tax due
and payable remains unpaid for more than 30 days after the
imposition of the 10 per cent penalty;

iii

ensure that service tax can be recovered from the business
enterprises and also to prevent the loss of revenue to the Govern-

clude evasion by computer and electronic devices. Although the
imprisonment remains at three years, the monetary penalty has

Late Payment Penalty
Prior to 1 January 2000

ii

he amended Act has legislated and tightened a new section to

gration from exercising the detention.

cent remains unchanged.

i

T

RM

29.5.2000 – 27.6.2000 (30 days)

W

Penalties and Recoveries

A

new section 21A was legislated to allow the refund of service
tax to the business enterprise, if service tax has been paid

but subsequently the services were cancelled. A claim for such
refund must be made within one year of paying the service tax.
The amount of refund can be used as a set off against service tax
payable in the taxable period.

an additional penalty of two per cent will be imposed for
every succeeding 30-day period of part thereof until a maximum penalty of 50 per cent is reached.

Miscellaneous Provisions

T

he Senior Officer of Customs is now permitted to compound

offences up to RM5,000.2 The Court would now issue a court
order compelling the business enterprise to pay the service tax

Example 2
Safari Tax Services Sdn Bhd, is required to pay service tax

and penalty before the trial. This is to expedite the collection of
service tax (new section 40A).

for the services provided. The due date and penalty for its
taxable period 1 January to 28 February 1999 is as follows :
Taxable period

Due date

Penalty

Accumulated

1.1.99 – 28.2.99

28.3.99

%

Penalty

Conclusion

T

he understanding of service tax’s amendment is important as

this would assist business enterprises to improve efficiency
in their daily operations and to avoid being charged for non compliance.

Payment made during the period
29.3.99 – 27.4.99 (30 days)

10

—

28.4.99 – 27.5.99 (30 days)

2

12

28.5.99 – 26.6.99 (30 days)

2

14

27.6.99 – 26.7.99 (30 days)

2

16
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Previously RM1,000 (section 39 amended).

F E AT U R E
BUSINESS PLANNING

From Budgetary to
Strategic Control
By Tony McMurtrie and Prof. Lee D. Parker
SCHOOL OF COMMERCE, SOUTH AUSTRALIA UNIVERSITY OF ADELAIDE

One of the accepted keys to business success is
planning. Businesses that fail to plan, by default plan to
fail. Without a plan, a business has no direction, no path
to follow to success, no guide to the future. Planning
within an organisation is so fundamental that we all
understand its importance and what it is. Everybody
from the most powerful CEOs to the youngest of business
students knows what planning is. But do we really?
DIFFERING PLANNING
PERSPECTIVES

mate destination has been set by an organisation’s senior management through the

lanning has been defined as “… deciding on organisations’ goals, pre-

P

development of strategic plans, it is often
the role of an organisation’s accountant to

dicting results under alternative
ways of achieving those goals and then

put this strategic direction into an operational plan that will fine-tune the day-to-day

deciding how to attain the desired goals.”1
In other words, planning is about deciding

progress and direction of the organisation.
This means that managers and account-

where the organisation wants to be, the
direction it needs to take and how it is go-

ants will sometimes have quite different
understanding of the ‘proper’ focus of plan-

ing to get there. It is the steering device
for an organisation.

ning. Senior managers will often be planning for the whole organisation. On the

As in all journeys, an organisation needs
to have a vision of its ultimate destination.
It also needs to understand its current position and whether that position is the one that
it should be adopting. It is the latter of these
upon which organisational accountants have
traditionally concentrated. Once the ulti1

Horngren, C., Foster, G. and Datar, S., Cost Accounting : A Managerial Emphasis, Prentice Hall, New
Jersey, 2000, p. 3.
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“… it is often the role of an
organisation’s accountant to
put this strategic direction into
an operational plan that will
fine-tune the day-to-day
progress and direction of the
organisation.”

other hand, accountants are usually focusing on the segments within the organisation that together contribute to its overall
performance. The planning time-frame is
also dif ferent. Senior managers will be
looking to the medium to long-term future
whereas the immediate future, the day-today planning, often falls within the scope
of the accountant.

CONTROL CONUNDRUM

C

onsultants and text writers alike as-

sert that an effective planning system is of no use to the organisation

without an effective control system. The
development of controls and the oversight
of the control system are traditionally the
major functions of the accountant.
The trouble from the accountants’ per-

spective is that a lot of managers don’t
seem to share the accountants understand-

Accountants’ contribution to control has
largely been made via their development

tion proved to be less than successful. The
changing economy and business environ-

ing of the importance of controls and the
vital role they play within the organisation.

of financial performance measures. Their
control focus has been one of ensuring that

ment has meant that modern managers often do not have this fall-back strategy avail-

Managers, on the other hand, would suggest that control is a critical part of their

the individual elements of the budget plan
are complied with and that any corrective

able to them. Many traditional markets no
longer exist and many of those that do have

function and without their guidance the organisation would have no direction or pur-

action required is taken.
Yet, today’s rapidly changing business

attracted a wide range of new national and
international competitors with which or-

pose. It often appears difficult for accountants to reconcile their understanding of

environment has meant that many of the
traditional control mechanisms used by ac-

ganisations from generations past did not
have to contend with. The effect of these

control with the actions of managers who
also verbalise a philosophy of control.

countants are not as relevant as they once
were. Continuous improvement pro-

changes has now resulted in managers no
longer looking for alternative directions for

While the traditional accounting control
concepts will continue to be an essential

grammes and balanced scorecard systems,
just to name two more recent develop-

their business only when they wish to grow,
but now having to face the added impera-

requirement in any organisation, if accountants are going to be vital members

ments, have changed the information used
to fine-tune the organisation’s journey.

tive of needing to find alternative business
directions merely to survive.

of the organisational management team,
they must try to understand the difference

However, the fundamental role of assessing overall operational performance has

Senior managers, in particular, often now
have less time available for day-to-day op-

between their concept of control and more
strategic views of control that today’s sen-

not diminished.

erational control of the business. Instead,
they are frequently finding it necessary to

ior management tends to adopt.
The divergence in the understanding of

PRESSURES FOR CHANGE
n the other hand, the globalisation

concentrate more on the longer-term strategic issues, including controlling the direc-

of the economy and the dynamic
nature of modern business has

tion of the organisation in terms of intended
markets, products, etc. The time-frames

meant that the focus of managers should
broaden. Before these changes, many or-

required to make these adjustments are
usually much longer than the time required

cept in the same areas as the planning concepts differ, namely, focus and time-frame.

ganisations established themselves in a particular market, providing a particular range

to correct divergences identified during
appraisals of the shorter term budgetary

Within an organisation, accountants still
play a vital role in asset, liability and ex-

of products or services, and measuring success through criteria such as market-share.

and operational plans. Traditional control
techniques that compare actual results with

pense control. The proper maintenance of
asset records, and the design, implemen-

When organisations adopted strategies that
meant a change of direction, there was al-

plans are now often less applicable because
the plans themselves are continually chang-

tation and oversight of the budgetary control system are key functions performed

ways the safety valve strategy of returning
to the core business or ‘sticking to the knit-

ing. As such control concepts for managers
have had to change as well.

by accountants.

ting’, if the newly-chosen alternative direc-

control is better understood when the differing concepts of planning are considered.
The managerial concept of control fundamentally differs from the accounting con-

O

“As in all journeys, an organisation
needs to have a vision of its ultimate
destination, the direction it needs to
take and how it is going to get there.”
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“… the Institute of Management Accountants has found
that in the last ten years, management accountants
have shifted into business analyst, consultant and
management decision roles within their organisations.”

STRATEGIC ACCOUNTING

Discussion of
strategic importance

ENTER STRATEGIC CONTROL!

strategic direction through the imposition

O

of specific guidelines and rules which may
include capital expenditure approval lim-

ne term that has been used to describe the function that managers perform in conducting the

longer term control of organisational strategies is strategic control. Strategic control
exercises longer term (generally 3-5 years)
control over the scope and direction of activities of the whole organisation, with the
specific intent of meeting specific longer
term operational, financial, social and other
objectives. It employs both qualitative and
quantitative measures, with the latter being couched in both financial and statistical terms.
This approach to control focuses upon
both internal and external environments
of the organisation and represents a
broader, more flexible and multifaceted
approach to control than the accountant’s
traditional budgetary control. Nonetheless,
such tools as budgetary control can form
a part of the control armoury applied in
exercising such strategic control.
By way of example, one of the generic
approaches to strategic control is called
boundary control, and aims to govern the
scope and specification of organisational
activities and operations that are considered appropriate to the strategic objectives
being pursued. Managers are thereby conditioned to design, justify and implement
all strategies and supporting actions in
conformity with organisational mission,
strategic objectives and policies.
There are several tools available to implement boundary control. Traditional accounting techniques can be used in the
form of budget constraints that restrict the
amount of funds available for endeavours
that do not meet preset boundary criteria.
Capital budgets are also relevant here.
Organisational bureaucracy may control
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its, minimum cash balance requirements,
inventor y safety stock levels, and many
more performance indicator-based measures which accountants are well-fitted to
design and install.
In addition, there are features of operational audit and total quality management
systems that are amenable to adaptation
for boundary control implementation purposes. Accountants may also be able to
assist in installing automatic performance
indicator-based (both operational and financial) intervention ‘triggers’ in key strategy areas of the business — to draw senior managers’ attention to cases where limits are crossed. This may allow timely restraint of action or re-evaluation of the suitability of the limits to a changing environment.
Such boundary-oriented control of the

T

countants to provide information that meets
the traditional short-term decision-making
needs of managers and other users, the
changes in the international business environment are calling for the accountants’
more direct involvement in the longer term
decision-making of organisations.
While this longer time horizon has previously been the domain of the strategic planners within an organisation, the changing
business dynamics have forced accountants
to be involved in the longer term planning
process. This has been clearly signalled by
the recently released study of current management accountants’ working practices in
the US by the Institute of Management Accountants, which found that in the last ten
years, management accountants have
shifted into business analyst, consultant and
management decision roles within their organisations. With this new involvement
comes a need to understand the controls
needed to assess the longer-term success
factors of the organisation. The challenge
and opportunity calls for our response.

business, therefore, ensures that within the
prescribed boundaries, appropriate business opportunities are identified and pursued. This process of controlling the direction of the business within the identified
boundaries requires managers to collect
and process information relevant to the
strategic objectives of the organisation.
This may take the form of providing information about particular issues that are
seen as imperatives in the achievement of
the organisation’s goals.
The accounting role can, therefore, be
one of not only setting limits to manager
action, but also developing information systems that identify promising strategic opportunities. In this way, the strategic control function feeds back into the strategic
and financial planning processes in a
proactive manner.

he role of the modern accountant

is changing at quite a dramatic rate.
While there is still a need for ac-

SELECTED READINGS
Siegel, G., “Counting More, Counting Less :
Transformations in the Management Accounting Profession”, Montvale, NJ, The
Institute of Management Accountants, 1999.
Parker, L., “A Contingent Approach to Strategic Control : Options and Opportunities”,
Accounting and Business Review, Vol. 5 No.
2, pp. 175-199, 1998.
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Note : Prof. Lee D. Parker is the Professor
of Management. He has published numerous articles in several international accounting journals and is a much soughtafter conference speaker. Tony McMurtrie
is the Management Accounting lecturer.
His current research interests lie in the
social accounting area.

F E AT U R E
I N T E L L E C T U A L C A P I TA L

Intellectual Capital
Key to Value Added Success
By Dr. Bernadette Lynn, CMA
Associate Professor of Accounting
Michael G. DeGroote School of Business, McMaster University, Hamilton, Ontario, Canada

This paper focuses on how to sustain and grow the wealth
of your organisation through a fundamental shift in
strategic focus and some experimentation with a dynamic
new process called intellectual capital management.

which ICM can provide measurable monetary returns along with subtle psychic improvements within all organisations. As an
example, the experience of Dow Chemical
will be discussed, with a focus on how ICM
generated US$40 million savings on its patent process.

I

ways in which it can be exploited and man-

globalisation, transformation of the business paradigm, and revolutionary tech-

years. Organisations have become convinced that learning is crucial for them, and

niques to make companies leaner, meaner
and more agile than they were before

they have shifted their strategic focus from
managing their hard, tangible assets to

abound in the business press. Indeed, ‘new’
business ‘fixes’ spring up, some of which

exploiting intangible, often hidden, intellectual assets (IA). While some argue that

Most accountants are familiar with physi-

have very short half-lives because of various problems with their implementation.

ICM is just another management fad, others view it as an essential strategic tech-

cal and financial capital, but IC is only partially recognisable to them in the form of

Because of their strategic location in the
organisation, as designers and maintainers

nique to locate, preser ve and stimulate
organisational value.

such intangibles as patents, intellectual
proper ty rights, copyrights, and fran-

of the management planning and control
systems, management accountants often

Management accountants need to understand the meaning of IC and the way in

chises, among others. However, IC encompasses more than these intangibles. IC’s

become involved in evaluating, selecting,
and implementing these techniques. One

which managing it contributes to long-run
organisational wealth. ICM is a manage-

of these newer techniques, intellectual
capital management (ICM), has become an

ment issue, but it is also an accounting issue. To develop an understanding of the

important experimental tool for the creation of organisational value. In fact, many

ramifications of ICM for management accounting, IC and its common elements

organisations have recognised that ICM is
a critical strategic factor for business

need to be defined. Moreover, the uneasy
fit between ICM and external reporting in

growth and innovation.
Stewart, Edvinsson, and Sveiby1 have

North America, and the natural affinity of
ICM and management accounting, need to

popularised the concept of intellectual capital (IC) and have described some of the

be considered. Such is the focus of this
article, which will also illustrate the way in

t has become accepted wisdom that
economic reality is evolving and
changing, and organisations that want
to be viable in the next millennium

aged. All three writers, and others in this
field, agree that one of the major reasons
why IC and its management have become

need to understand the new rules of
success. Books and ar ticles on

so important arises from the explosion of
the knowledge economy in the last 25
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Intellectual Capital
Definitions
Organisations operate using three types of
capital :
1 Physical capital (e.g., plant, equipment, inventories);
2 Financial capital (e.g., cash, investments, receivables); and
3 Intellectual capital.

1

In the spring of 1997, these three ICM practitioners and theorists brought together their previous
writings in three separate books :
T. Stewart, The New Wealth of Organisations, New
York, NY, Doubleday, 1997.
L. Edvinsson and M. Malone, Intellectual Capital :
Realising Your Company’s True Value by Finding Its
Hidden Brain Power, New York, NY, Harper Collins
Publishers, Inc., 1997.
K.E. Sveiby, The New Organisational Wealth : Managing and Measuring Knowledge-Based Assets, San
Francisco, CA, Berrett-Kohler Publishers, Inc.,
1997.
The three books provide a broad survey of many of
the issues of ICM.

“Data which has been given structure constitutes
information, while purposeful consumption and use of
information comprises knowledge .… Only in the dynamic
process of organising information into knowledge, and

ganisation.
It is imperative to understand these distinctions among knowledge, information,
IAs and IC. Only in the dynamic process
of organising information into knowledge,
and transforming knowledge into IC is sus-

transforming knowledge into Intellectual Capital is sustain-

tainable value added to the organisation.

able value added to the organisation.”

Types of
Intellectual Capital

breadth can be seen in its definition : “...
intellectual material that has been formalised, captured and leveraged to produce a
higher-valued asset.” 2
The key to managing IC is guiding this

IC is not a ‘plain-vanilla’ concept. In fact

FIGURE 1

Inter-relationships among
Data, Information,
Knowledge and IC

IC comes in many forms. In general, IC has
been divided into three interrelated types :
1 Human capital
2 Relational capital

transformation of knowledge (the raw material) into something valuable (a knowledge product) to the organisation. An individual’s knowledge and skills, if not

3 Structural or organisational
capital
Data and Ideas

Each of these types of IC can be further

“transformed” and leveraged, may yield
value to the individual, in psychic terms,
but remain an untapped, hidden organisational resource. Once an individual’s

analysed as follows :
Human capital is the stock of usable
knowledge, skills, and competence resid-

Information

ing in organisational members. Human
capital is the most problematic part of in-

knowledge is used and shared to create
organisational value, that value-added
“product” becomes part of IC.
One confusion that often arises about IC

tellectual capital to measure and account
for, since it does not fit into the current

Knowledge
(explicit and tacit)

conservative, historical cost-accounting
paradigm.

is its difference from the terms intellectual
asset, knowledge asset, knowledge, information and data. Each of these items can
be differentiated from the others, but at the
same time each is connected to the others
in a dynamic inter-relationship as modelled
in Figure 1.
Data which has been given structure constitutes information, while purposeful consumption and use of information comprises
knowledge. By definition, IC represents knowledge transformed to

Relational capital is the organisational
value derived from reliable, quality-driven

Intellectual Capital

supplies, and from loyal, satisfied customers. Relational capital arises from any party

People, technologies and structures
operate as enablers to the conversion
of data and ideas to information;
information to knowledge, and so on.

or area, external to the organisation, which
2

D.A. Klein and L. Prusak, Characterising Intellectual Capital, Centre for Business Innovation, Ernst
and Young, Working Paper, March 1994.

Human Capital

something of value to the organisation. Intellectual assets or knowledge assets are interchangeable
terms for the individual products of
this knowledge transformation.
Thus in accounting terms, intellectual assets (IAs) are the ‘debits’, the
individual assets such as patents or
intellectual property, whereas intellectual capital (IC) is the ‘credit’

Relational
Capital
Structural or organisational capital

balance or total organisational
wealth (equity) invested in all intellectual assets. The key enablers of
this dynamic knowledge transformation process are the people, technologies, and structures of the orJune 2000
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can create added value for the organisation.
Structural or organisational capital
subsumes all other forms of IC, e.g. organisational operating systems, manufacturing
processes, organisational culture, and all
forms of intellectual property owned by the
firm.
Human capital and relational capital can
be transient; they do not have the permanence of structural or organisational capital. For example, employees or customers
can move to other organisations which provide them with greater value and recognition of their worth. Consequently, a major
challenge in managing intellectual capital
is to transform human and relational capital into more permanent structural capital.
The structural capital thus created can be
used, replicated, and improved upon over
time. Indeed, the most significant contribution of ICM, thus far, is the recognition
of the organisational value created by the
dynamic interaction and transformation
process among the types of IC.

How Companies Lose IC
A simple example may help to underline
the critical importance of the transformation of human to structural IC. The current
wave of downsizing has generated many
stories about organisations losing critical
knowledge and corporate memory when
reorganising and reducing their workforce.
One such story involved a major multinational company, headquartered in Germany that reorganised and downsized in
winter 1997. As part of the reorganisation,
the company offered a buy-out package to
one of its junior marketing managers who
had worked for it for about 18 months in
the Canadian subsidiary. The parent company was unaware that this employee had
taken charge of environmental scanning
(competitor benchmarking) and market
analysis for North America. In fact, the
employee’s super visor who had been
moved back to the German head office was
not totally aware of the role the employee
had assumed, and had not been asked
about her in any case. When this junior
employee was downsized, she took with
her competitive knowledge of marketing
processes and plans worth many millions
of dollars to the company.
Obviously, had her valuable knowledge
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“… a major challenge in
managing intellectual
capital is to transform
human and relational
capital into more
permanent structural
capital.”

One of the stumbling blocks that have
retarded the growth of ICM is the fact that
the current accounting paradigm has problems measuring IC. Take, for example, the
valuable skills and competence of employees. Rather than treating these as assets
and capitalising them, because their future
value cannot be objectively measured via
a transaction, they are recorded as an annual expense (salar y or wage expense)
which reduces net income. ICM turns this

and skills (human) been systematised and

accounting notion upside down by arguing
that employees represent future benefits

documented in some way as structural
capital, they would not have been totally

for the organisation and should be amortised over time; the amortisation cost is not

lost to the company at her departure.
It is an interesting end to the story that

necessarily equal to employee cost, since
salary and training in early years may reap

the German company recognised this employee’s value belatedly when it discovered

large benefits in later years which need to
be matched over time.

what she had been doing for the company.
It tried to induce her to rescind her buy-

This human capital problem is only one
area of ICM which conflicts with the cur-

out decision, but she refused. Such stories
of the loss of valuable organisational com-

rent accounting paradigm. Others, such as
the value of R&D, which should in many

petence and skills are commonplace in organisations that do not manage IC. ICM is

cases be capitalised in the asset value of a
patent, are likewise treated as annual ex-

essentially the direction of the value-driven
transformation of human and relational

penses, unless they meet strict requirements. Life-cycle costing has, in fact, been

capital into the structural capital of the organisation.

developed to cope with this R&D anomaly.
One major criticism, which has been di-

Where Management
Accountants Fit in with
the Intellectual Capital
Dynamic

rected at ICM, is that the elements of ICM
are difficult to measure and to audit. One
consequence of this has been that, at least
in North America, experiments with ICM
have been internally directed, and no explicit external incorporation of IC into fi-

Management accountants are professional knowledge workers. They manage

nancial statements has taken place.
It should be noted that both the CICA

and develop the major information systems
for organisations, helping to set and trans-

(with participation from the SMAC) and
the AICPA have formed task forces to

late strategies into operational objectives
and applications. They also participate in

study the ways in which IC can be incorporated into accounting models. While

establishing and using structures performance evaluation schemes) to evaluate sys-

general market models of overall IC meas-

tem outcomes. Thus, by its nature, management accounting should be factored
into the design of strategies to manage IC,
from identifying and auditing the inventory
of IC, through to the evaluation of the value
added by IC.

3

Some attempts have been made to create valuation
models to measure such intangibles as intellectual
property like brand names. For example, see Arthur
Anderson, The Valuation of Intangible Assets. Special Report No. P254, London, England : Economist Intelligence Unit, January 19 and Evaluating
Intangible Assets in Capital Investment Decision
Making, the Institute for Urban Development, prepared for the Economic Development Agency Washington, DC, June, 1995.

“… management accounting should be factored
into the design of strategies to manage IC, from
identifying and auditing the inventory of IC, through
to the evaluation of the value added by IC.”

urement, such as Tobin’s Q, have been
acknowledged as credible, no accepted
way of measuring individual IAs has been
developed to date.3 One can measure the
difference between the market value (total market capitalisation) of a Microsoft and
its stated book value and recognise that the
premium which the market places on the
company (more than 11 times book value)
must partially represent the value of its IC.
Similarly, biotechnology companies which

Dow’s vision — to incorporate ICM in business
operations — was stated
as : “Maximise the
business value of Dow’s
intellectual assets.”

‘go public’ on the strength of their research
ideas, without having turned a profit, are

was hired to champion ICM at Dow and to
coordinate the efforts of delineating IC,

valued more by the market than the worth
of their book value investment in research

and bringing it into alignment with overall
corporate strategy.

labs.
Such premium values are difficult for the

Dow Chemical is a multinational, multiproduct manufacturer managed as a matrix

current financial reporting model to cope
with. They are in the nature of a subjective

organisation by function, business, and geography — with geography currently domi-

goodwill which is real but unrecognised,
until it is objectified through accounting

nant. Dow has a history of operating across
the matrix in teams and its culture is a tech-

transactions. Thus, incorporating IC into
external reports will require some rethink-

nology-driven one, which strives for value.
It operates on the principle that if a proposed

ing of the current accounting paradigm.
Incorporating ICM into internal manage-

undertaking will not add measurable value
to the company, it should not be attempted.

ment planning and control systems, however, is no more difficult than accommo-

And by ‘value’. Dow means dollars and cents
contributed to profits.

dating many other management techniques such as TQM or ABM. In fact, as a

Dow’s vision — to incorporate ICM in
business operations — was stated as :

number of companies have shown, ICM
subsumes many of these other manage-

“Maximise the business value of Dow’s
intellectual assets.” Rather than attempting

ment techniques since they are part of an
organisation’s structural IC. Management

to bring the entire organisation on side
with ICM simultaneously Petrash and his

accounting thus has a natural affinity with
ICM, and management accountants need

team of intellectual asset managers (IAMs)

decided to concentrate on one area of the
company as a pilot project. The area they
chose was patents, IC which was comprehensible and supposedly already ‘managed’ under Dow’s management planning,
and control system. Petrash assembled a
team from across the organisation that first
reviewed the patent portfolio and then
mapped and revamped the R&D/patent-tomarket process at Dow.

Uncovering Value in the
Patent Portfolio
Despite the fact that Dow’s patents represented a major item of its intellectual
property, no regular formal audit of holdings was done. Petrash’s group first undertook to identify patents as part of one of
three types :
1 Those which should be retained and
developed at Dow (those which had future value in the company);
2 Those which were marketable to outside companies or through joint ventures (value added through sale of patent rights themselves); and
4

See the SMAC Issues Paper 16, The Management
of Intellectual Capital : The Issues and the Practice,
January, 1998.

5

The discussion of ICM at Dow is based on interviews with G. Petrash and S. Oriel at Dow Chemical. See also, G. Petrash, Dow’s Journey to a Knowledge Value Culture, European Management Journal,
July, 1996, 365-373.

to become part of the teams that develop
ICM systems.
Many companies are experimenting with
ICM.4 One that has made major strides in
incorporating IC into its management planning and control systems, transforming its
human and relational capital into structural
capital, is Dow Chemical.

Intellectual Capital
Management at
Dow Chemical
5

Dow Chemical has always recognised
that its intellectual property and research
and development were important factors
of the company’s success. In 1993, however, the company put an official spin to
IC’s significance by appointing Gordon
Petrash as global director of intellectual
assets and capital management. Petrash

Biotechnology companies which ‘go public’ on the strength of their
research ideas, without having turned a profit, are valued more by the
market than the worth of their book value investment in research labs.
June 2000
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revision of its product innovation process
(R&D). Dow has had a long history of interest in research and development. In fact,
a senior research and development executive at Dow commented that he thought the
phrase “If it was not invented here, it can’t
be any good” originated at Dow! The problems with Dow’s R&D before 1990 were
largely those of a lack of communication
with the rest of the organisation, and a lack
of coordination with the overall core business’s strategy. ICM’s efforts have revolutionised Dow’s R&D process and will help
to coordinate it with the overall company
strategy.
Essentially, R&D has been introduced
into the overall Dow matrix with specific
R&D projects taken into core business

3 Those which had no value as marketable concepts in the near future, and

plans. Intellectual asset managers act as
facilitators for the organisation, ensuring

were to be abandoned.
Decisions about the patents’ retention

that the process is functioning effectively.
Cross-functional teams meet regularly

were made on the basis of their suitability
for Dow’s strategic core businesses.

with researchers to discuss and evaluate
proposed projects, subjecting them to the

The patent inventory yielded immediate
monetary returns in the form of legal savings for patent upkeep of over US$8 million per year, and an estimated US$40 million in tax savings. As well, additional revenues are being earned from the sale of
patents and royalties from joint ventures.
Even the abandoned patents were offered
to universities and research institutes, and
Dow has treated those taken up as charitable contributions, which generate additional tax savings for the company.
In essence, what Dow achieved in its inventory review is a classic aspect of ICM,
namely an IC inventory. Dow determined
which of its patents were, in fact, part of
its stock of intellectual assets with value

for the company’s core businesses. Determining ‘value’ was not a subjective exercise in the Dow patent inventory. The value
decision was driven by two factors. First, a
system of valuation was developed in con-

through’ basic research has not been
abandoned at Dow, the R&D approval
process has been broadened to include a

junction with Arthur D. Little, which used
NPV models to project potential payoffs on

market and production test at the planning
stage. This is intended to increase the

the use of the patent. The second
was the fact that
any patent retained by Dow
had to be given a
‘home’, i.e. one of
the core busi-

“… adopting ICM requires
most companies to
change or modify their
organisational culture.”

nesses had to accept responsibility for it. What this meant
was that ownership of the patent was allocated from the central ‘repository’ and put

“The illiterate of the
21st Century will not be
those who cannot read
and write, but those
who cannot learn, unlearn and relearn.”
~ Alvin Toffler ~
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‘technology-factor’ analysis to attempt to
objectify the potential value. While ‘break-

into an active business use. This made the
exploitation of the patent’s value a potential revenue driver, since the costs of the
patent’s upkeep were allocated to the busi-

probability of a
successful outcome,
which
Dow defines as a
marketable product which will
ear n the r equired return for
the company.

Competency Mapping and
the How Intranet
Dow’s success with the patent inventory
has led the company into several other related ICM efforts. Dow is currently working on an inventory of its other forms of

ness. Managing the patent portfolio was
thus decentralised and put within a respon-

intellectual property, e.g. copyrights, com-

sibility accounting framework.

dertaken a company competency inven-

Accelerating the Patent to
Product Process
Dow developed its patent inventory simultaneously with its reorganisation and

pany secrets and so on. As well, it has untory of its managerial and supervisory employees around the world. It has also purchased compatible workstations for its offices worldwide and created a company
Intranet based on a Lotus Notes platform.

Dow is undergoing a major educational
ef for t to encourage ‘expert’ exchange
through the Intranet to get the ‘right people’ communicating at the ‘right time’
across the entire organisation. Having effectively eliminated the R&D knowledge
silos by integrating R&D’s work with the
company’s core businesses, Dow’s attempts
can be usefully and profitably adapted to
traditional manufacturing applications, if it
is properly introduced through championing, top executive support, and organisational education.

What are the Problems
with ICM?
The Dow experience underlines the fact
that, while ICM is based on a so-called ‘soft’
and difficult-to-quantify concept, it can produce hard, measurable results. Other companies that have actively applied ICM have
seen improvements in product and process innovation that translates into greater
speed of development and deliver y, and
higher quality. This ultimately enhances
organisational wealth.
ICM does have inherent implementation
problems that must be acknowledged. First,
adopting ICM requires most companies to
change or modify their organisational culture. ICM implies employee co-operation
to identify and establish competency inventories and maps. Conventionally, organisations value and reward individual talent and
know-how; whereas, ICM rewards sharing
competency to leverage it so that the organisation can use it over and over, and
build on it. This suggests that the self protective-employee mindset needs to be shat-

tered, and that employees are rewarded for

ICM systems. Just as the IC proxy indica-

their ability to disseminate their know-how,
transforming it into structural IC available

tors may not precisely reflect IC, feedback
and rewards based on them may be misdi-

to the whole organisation. ICM thus requires changes in organisational culture

rected. Interviews with experimenters in
ICM revealed that no one is explicitly trying

supported by an ongoing investment in
education, and a revision of the perform-

to reward IC growth directly, but that they
are planning to revise performance evalua-

ance measurement and reward system.
The second major problem with ICM

tion and reward systems as they improve
their ability to define the proxies themselves.

arises from the attempt to create IC measures that can be used to evaluate perform-

In this area, ICM is truly in its infancy.

ance. In its initial advance into ICM, Dow
chose an area of the company’s value chain

ICM and the Future

where the value of IC can, at least, be estimated and tracked over time. Other parts
of IC, such as supplier networks or customer satisfaction and loyalty, are less tractably quantifiable. Methods have been devised to estimate values for these parts of
IC, but the results are fraught with uncertainty and subjectivity. Hence, ICM experiments have resorted to proxy indicators for
these items, such as long-term contracts
with supplier’s quality assurance and speed
of suppliers, number of customer complaints, customer satisfaction sur veys,
among others. By reviewing trends in the
proxies, experimenters argue that the
growth (or decline) of IC can be monitored.
The problem, though, is that because IC
is difficult to measure directly, if the proxy

The problems with ICM are not insurmountable, however, In fact companies like
Dow and others, such as Skandia and IBM,
are making progress in defining and using
IC measures. Indeed, the external reporting of IC information has already begun in
Sweden where, in 1996, 43 companies provided IC information in their financial statements or in supplementary allied reports.
The important thing to recognise is that
IC measures and ICM are relevant for organisations, even if measures are not absolutely accurate. Through experimentation, such as that described at Dow, ICM
will show itself to be one of the most valuable means organisations have at hand to
sustain and grow their wealth in the next
millennium.
○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

indicators are not well chosen, they could
be misleading and not help to manage and

Note : This article (originally titled “Intel-

grow IC. It should be noted, however, that
at least identifying proxy measures that

lectual Capital — Key to Value Added Services in the Next Millennium”) first ap-

align with IC strategy is better than ignoring IC altogether.

peared in CMA MAGAZINE (February
1998), which is published by the Society

The final problem arises in trying to align
feedback and rewards for employees with the

of Management Accountants of Canada.
Reprinted with permission.
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of the Economies

B Y M I A’ S E C O N O M I C R E S E A R C H T E A M
boosting manufactured exports. Overseas factor y orders for

A column to provide accountants with a macro

Malaysian manufactured products have risen, with the pick-up in
global demand. Meanwhile, local orders have increased on a year-

snapshot on the major economic and financial

to-year basis, although slightly less than the previous quarter.

developments, and to alert accountants on leading

Consumer optimism has been particularly encouraging, with a
sharp increase of 36.7 points in the Consumer Sentiments Index

edge issues that are crucial to their operations.

to 120.7 points in 1Q2000 (1Q99 : 84 points). This can be attributed to improved expectations regarding employment prospects
and consumers’ financial position.

SNAPSHOT OF THE
MALAYSIAN ECONOMY

What’s in Store for Year 2000

I

n 2000, MIER has projected the Malaysian economy to ex-

Second Fastest Recovery in Crisis-hit Asia

T

he Malaysian economy recovered strongly to 5.4 per cent
growth in 1999 (1998 : –7.5 per cent; Table 1). Net exports
contributed 3.8 percentage points and the rest due to do-

mestic demand. The macroeconomic policy mix of fiscal expansion and monetary easing stimulated domestic demand.

pand further by six per cent, due mainly to domestic demand
expansion. This is slightly higher than Bank Negara Malay-

sia’s forecast of 5.8 per cent.
External demand, especially for electronics, is expected to be
maintained. The recovering Asian region would also support
Malaysia’s recovery because this region accounts for more than
50 per cent of Malaysia’s exports. With continued supportive fiscal and monetary policies, the growth forecasts by MIER and BNM
are within reach, barring major fallout from the world’s biggest

TABLE 1

Comparative Annual Economic Growth Rate (%)
Year

Indonesia

Rep. of
Korea

1995

8.2

8.9

9.8

4.7

8.9

1996

8.0

6.8

10.0

5.8

5.9

Malaysia Philippines Thailand

economy, i.e. the US.

Downside Risks
The major downside risks, according to the MIER, include :

1997

4.5

5.0

7.5

5.2

–1.8

n Sharp economic slowdown in the US (triggered by a major sus-

1998

–13.2

–6.7

–7.5

–0.5

–10.2

tained correction in its stock market, coupled with further hikes

1999

0.2

10.7

5.4

3.2

4.2

in interest rates) and prolonged weakness in the Japanese

Source : Malaysian Institute of Economic Research, “Malaysian Economic
Outlook 2000”, 18 April 2000.

Malaysia’s economic recovery last year surpassed all crisis-hit
Asian economies, except South Korea’s 10.7 per cent (Table 2).
The strong recovery was reflected in the MIER’s Business Con-

economy, adversely affecting Malaysia’s open economy.
n Undervalued fixed exchange rate is a source of instability, especially if it attracts excessive speculative funds waiting to gain
from any upward revaluation. Portfolio funds amounting to
RM8.5 billion have flowed into the financial system in 1Q2000.

ditions Index rising to 60.8 points in 1Q2000 (1Q99 : 48.2 points).

n Ample liquidity in the system can contribute to undue asset-

Its survey showed that inventory rebuilding and rebound in ex-

price inflation, which had contributed to the previous economic

ports have accelerated output, while sales growth of electronics

and financial crisis. Also, it could fuel higher consumer price

and electrical products, and wood and wood-based products are

inflation. The danger of excess liquidity, especially if not man-
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aged well, could lead to another round of heavy lending to ‘unproductive’ sectors.
n Private investment is still constrained by excess capacity in the
manufacturing and property sectors. There is the property overhang, especially in certain segments (e.g. office space, hotels
and high-end condominiums) and in unattractive locations.
n Foreign direct investment inflows remain sluggish. In 1999,
approved foreign manufacturing projects fell by 6.1 per cent to
RM12.3 billion, while foreign applications fell by 28.4 per cent
to RM9 billion.
n Demand for electronics going through cyclical swings, due to
either demand or supply factors.

TABLE 2

Gross Domestic Product
(1987 prices; RM million)

Private Consumption
(% change)
Public Consumption
(% change)

1993

1994

1995

1996

1997

1998

1999

MOF
1999 e
2000 f

BNM
2000 f

MIER
2000 f

67,120
6.3

73,422
9.4

81,981
11.7

87,609
6.9

91,386
4.3

81,520
–10.8

83,584
2.5

85,436
4.8

93,363
9.3

91,526
9.5

90,521
8.3

18.078
8.4

19,500
7.9

20,682
6.1

20,833
0.7

22,423
7.6

20,665
–7.8

24,814
20.1

23,824
15.3

23,742
–0.3

24,866
0.2

25,236
1.7

65,251
11.3

71,381
9.4

32,109
–55.0

26,023
–19.0

26,174
–18.5

28,248
7.9

27,188
4.5

27,012
3.8

23,373
0.5

25,363
8.5

23,149
–8.7

25,497
10.1

26,411
14.1

27,470
4.0

28,058
10.0

28,047
10.0

Private Investment
(% change)
Public Investment
(% change)
Gross Fixed Capital
Formation

57,413

66,668

81,895

88,624

96,744

55,258

51,520

52,585

55,718

55,246

55,059

(% change)

17.8
446

16.1
1,486

22.8
90

8.2
–1,900

9.2
–323

–42.9
–235

–6.8
218

–4.8
834

6.0
1,132

7.2
521

6.9
258

& Services

111,605

136,054

161,856

176,792

186,378

185,979

211,563

195,413

205,679

233,450

242,028

(% change)

11.5

21.9

19.0

9.2

5.4

–0.2

13.8

5.1

5.3

10.3

14.4

115,745
15.0

145,417
25.6

179,878
23.7

188,666
4.9

199,488
5.7

160,857
–19.4

179,479
11.6

167,955
4.4

180,040
7.2

202,173
12.6

209,273
16.6

138,916
9.9

151,714
9.2

166,625
9.8

183,292
10.9

197,120
7.5

182,331
–7.5

192,220
5.4

190,138
4.3

199,590
5.0

203,436
5.8

203,829
6.0

–8,799

–9,824

–11,422

–13,188

–14,416

–9,465

–11,919

–11,597

–13,033

–11,919

–12,206

130,118

141,890

155,204

170,104

182,704

172,866

180,301

178,541

186,557

191,517

191,623

10.1

9.0

9.4

9.6

7.4

–5.4

4.3

3.3

4.5

6.2

6.3

Change in stocks
Export of Goods

Import of Goods
& Services

(% change)
Gross Domestic
Product
(% change)
Net Factor Payments
Abroad
Gross National
Product
(% change)

p — preliminary; e — estimate; f — forecast.
Note : The above table first appeared in MIER’s article on “Malaysian Economic Outlook 2000.”
Source : Malaysian Institute of Economic Research, “Malaysian Economic Outlook 2000” (18 April 2000); Ministry of Finance, Economic Report 1999/
2000 (October 1999); Bank Negara Malaysia, Annual Report 1999 (March 2000).
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Akauntan Nasional

39

ECONOMICS
E C O N O M I C U P D AT E

TOWARDS A
KNOWLEDGE-DRIVEN ECONOMY

“The K-economy Master Plan must be a
master plan for the entire nation and a
personal master plan for every citizen.

K-economy Defined

I

It must be owned by all Malaysians.”
YAB Dato Seri Dr Mahathir Mohamad

n a competitive world, countries have no choice but to be knowledge-driven. This is due largely to the phenomenal pace of

development in the realm of computing and communications.
But what is a K-economy? In a nutshell, it is about the “generation and exploitation of knowledge to create new value in the
economy,” as Bank Negara Malaysia (BNM) defined it in its Annual Report 1999. Knowledge has been seen as today’s modernday catalyst in creating value or wealth.

Knowledge Gap

K

nowledge-rich countries are obviously far more advanced and

wealthier than those that are knowledge-poor. This stems
from their emphasis on creativity and innovation, and investment
in research and development. Their educational system, right from
the primary to tertiary levels, and the private sector place a premium on educational excellence and behaviour that engenders
discovery. Further, the risk-reward ‘equation’ in their economic
systems promotes rather than hinders the development of its
human capital.
Such a culture, besides producing highly skilled and knowledgeable people of their own, are able to attract the best brains the
world over, further enhancing their pool of intellectual capital.
Indeed, the K-economy is founded upon the accumulation of such
intellectual capital.
Currently, knowledge is driven by three major forces : globalisation,
competition and new technology. These forces are fast widening the
economic gap between the rich and poor countries.
“For countries in the vanguard of the world economy, the bal-

and exploit the new technologies for acquiring and disseminating knowledge.
Much can also be gained by studying the leading K-economy
countries and carbon-copy those elements of the K-economy culture that are suited to the local environment.

Risks

H

owever, countries that are slow to ride on the wave of the K-

economy developments will suffer adverse socioeconomic
consequences. For example, this could take the form of the loss of
international competitiveness, rise in jobless rates among those who
do not possess knowledge-based skills, decline in standards of living, perpetuation of the dependency syndrome on the Western countries and domination of the developing countries by powerful, knowledge-rich multinational corporations.

Beginnings of K-economy in Malaysia

A

s far back as 1991, Vision 2020 noted that “... knowledge will
not only be the basis of power but also prosperity.” Despite

efforts to promote knowledge acquisition and IT development,
Malaysia still lags behind some Asian countries in terms of knowledge skills. There is a shortage of technical and knowledge-skilled
labour, and inadequate expenditure on research and development
(Table 1).
TABLE 1

ance between knowledge and resources has shifted so far towards
the former that knowledge has become perhaps the most important factor determining the standard of living — more than land,
than tools, than labour. Today’s most technologically advanced
economies are truly knowledge-based,” the World Bank noted in
its World Development Report 1999.
This means that the developing countries have much to catch up,
especially in being able to perceive and create value out of knowledge.
More than that, they would need to know how to combine the power
of computing and communications, and the wealth of information to
create new value. At the same time, they would need to develop their
marketing ability, if they are to compete effectively in the global arena.

K-economy Culture

T

he bottomline is that the K-economy culture must be nur-

tured and developed. This calls for the developing countries
to increase its knowledge base, invest in training and education,
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Malaysia vis-à-vis Other Economies
K-skills Workforce
(as % of total
workforce)

R&D/GDP (%)

K-skills in R&D
(per million
population)

Malaysia
Singapore

10.7
26.4

0.3
1.4

87
2512

Korea
Taiwan

15.1
15.5

2.8
1.9

2636
3340

Japan

22.9

2.8

5677

Year 1997
Countries

Source : National Information Technology Council.

COMMENTARY OF THE RETABLED B U D G E T 2 0 0 0
The above article, which appeared in the April 2000 issue, was
written by MIA's Economics team. The views expressed in that
article do not necessarily reflect the views of the Institute.
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names and reputation.

Therefore, the announcement that the Malaysian Government
has started to draft the K-economy Master Plan is a positive sign.
The adoption of a national strategic plan by September 2000 is
much anticipated.
Essentially, Malaysia will be taking the vital step to move from
a production-driven economy (P-economy) to a K-economy. A Keconomy will provide Malaysia with the necessary tools to compete more effectively in a fast-changing global economy.
Features that are critical in the transition include, as YAB Dato
Seri Dr Mahathir Mohamad rightly pointed out, “investment in
education, ‘brain gain’ and supply of information.
n

Malaysia must invest in the ‘passion’ and capabilities of people involved in education.

n

Malaysia must attract the best brains from abroad.

n

Malaysia must have a first-rate national media system, with
the Internet playing a key role, while maintaining the importance of other media of communication.
Needless to add, creativity and innovation must also feature

prominently in the transition to a K-economy.
As outlined by Bank Negara Malaysia, there are three main

To design an aggressive and pragmatic architecture that can
contribute to building a knowledge-rich and agile environment.

Malaysia needs not only to increase the knowledge, but also
2 to position itself to increase the exploitation of knowledge.
To close the present ‘gaps’ in the economy that obstruct and
are a constraint to the transition to a knowledge-driven
economy. While there are already ‘pockets’ of K-activities in
existence, it is important to establish benchmarks for the performance of these pockets. Currently, Malaysia has a relatively
low share of IT skills to labour force, knowledge-skills in R&D
per million of population and R&D investment to Gross Do3 mestic Product.
The K-economy will make new demands on a conducive business environment and adequate human capital with the right
motivation, attitudes, high level of skill and educational attain-

growth, as knowledge can increase the production capacity of
the other factors of production and transform them into new

in planning the transition to a K-economy. A K-economy does
not eliminate the risks of volatility and uncertainty that exists
5 in the international environment.

K-economy encompasses both qualitative and quantitative
changes that transform the structure, mode and the way the
economy operates.

n

1

for Malaysia to overcome in its transformation into a Keconomy :

K-economy focuses on knowledge as the driver of economic

products and processes.
n

B

NM has, in its Annual Report 1999, outlined six challenges

ment, as well as high entrepreneurial skills to successfully
4 capitalise on opportunities that arise.
There are also risks that need to be taken into consideration

aspects of a K-economy that differentiate it from a P-economy :
n

Challenges for Malaysia

Firms in a K-economy focus on investments in intangibles such
as human capital, R&D capacity, customers’ database, brand

To ensure that the K-economy will not increase the disparity
in income distribution between the various segments of soci6 ety, and between the urban and rural population.
To change the perception or mindset of the population and
the investors towards the K-economy. The experience of other
countries reveals that people do not fully appreciate the potential economic impact of the transition to a K-economy.

TABLE 2

Migration to a K-economy
P-economy

K-economy

Structure comprises : manufacturing, agriculture, construction,
mining and services sector

Merging and blurring of sectors and emergence of K-based sector

Factors of production : land, labour, capital and decreasing returns to scale

Intellectual capital, knowledge and increasing returns to scale

Hierarchical organisations

Networking and horizontal organisations

Products : stable and longer life cycle
Output is mass-produced

Product : less stable and shorter life cycle and customised with
K-contents

Output and resources traded in the market place

Output and resources traded in the market space through information-based channels

Competitive advantage : low cost of labour and abundance of raw

Competitive advantage : intellectual capital and exploitation of

materials

knowledge

Based on production work

Based on K-work and growth of e-commerce

Source : Bank Negara Malaysia, Annual Report 1999.
June 2000
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The Knowledge Economy : A Route Map
Production Economy
Decreasing Returns to Scale

Capital

Labour

Entrepreneur

Key Drivers
• Collaboration
between firms
& Government
• Culture of
creative
partnership &
competition
• Strengthen
capabilities
– Supply of
K-workers
– Rich learning
societies

Competitiveness

Land

Knowledge-driven Economy

Enablers of the K-economy
• Modernise
market
framework
• Appropriate
industrial
policy
• Support for
research &
development,
& science &
technology
• New sources
of funding

Roles of Government
Stable macroeconomic & financial environment
Promoter & regulator

Increasing Returns to Scale
• New business perspective
takes into account knowledge
• Knowledge as a driver of growth
• Inputs are : Intellectual assets, creativity,
innovation, exploitation of knowledge
• Structural change with emergence
K-contents
of a knowledge sector
• Growth of K-jobs and products
• Production based on high-skills,
high-technology & service-based
• Goods are mass-customised, demand is
less stable & short life cycle
• Complex alliance network &
emergence of market space
New activities
• Creation of learning society. Emergence
of information & knowledge societies
• Growth of E-commerce

Source : Bank Negara Malaysia, Annual Report 1999.

QUOTABLE QUOTES ON K-ECONOMY
On Developing and Managing Knowledge

On Disparity in Global Knowledge Economy

“We are now in a knowledge economy where an organisation’s
intellectual capital is the operative currency. Those who develop
and manage it well will be in the best position to seize market
opportunities and build enduring business.”

“The fundamental problem is that the chasm between the ‘haves’
and ‘have-nots’ in the global knowledge economy is widening rapidly. The UNDP’s human development report for the year 1999
has found that by mid-1998, industrial countries with less than 15
per cent of the world population had 88 per cent of internet users.
North America, with less than five per cent of world population
had more than half of global internet users. South Asia, which
has more than 20 per cent of world population only has one per
cent of the world’s internet users. This inequality is set to continue : just 55 countries account for 99 per cent of global spending on information technology.”

PricewaterhouseCoopers in http://www.pwcglobal.com

On Multiplier Effects of ICT
“… the (information and communication technologies or ICT)
sector has a powerful multiplier effect in the overall economy
compared with manufacturing. A 1995 study of the effect of software producer Microsoft on the local economy revealed that each
job at Microsoft created 6.7 new jobs in Washington state, whereas
a job at Boeing created 3.8 jobs (Mandel, 1997). Wealth-generation is becoming more closely tied to the capacity to add value
using ICT products and ser vices.”
Ministry of Commerce, New Zealand

On Relationship Between Knowledge
and Economic Growth
“Three indicators related to knowledge correlate significantly
with growth rates : education, openness to trade, and availability
of communications infrastructure (as they relate to people’s capacity to use knowledge, tap foreign knowledge embodied in traded
goods and services, and access useful information, respectively).”
The World Bank, World Development Report 1998/99

On Risk of Information Age
“The Information Age that is upon us holds out the promise of a
new world of shared prosperity, a global renaissance. At the same
time, it also holds out the danger of economic exploitation, societal
devastation and a new era of imperialism and colonialism.”
YAB Dato Seri Dr. Mahathir Mohamad, Prime Minister,
Malaysia, Second Global Knowledge Conference, 8 March 2000
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YB Dato’ Seri Abdullah Haji Ahmad Badawi, Deputy Prime
Minister, Malaysia, Welcoming Address at the Asean Regional
Workshop on “Building Knowledge Societies”, 26 January 2000

On Relationship Between Knowledge
Transfer and Poverty
“We have moved from the agricultural revolution to the industrial revolution, to the technology revolution, to a revolution which
is built on knowledge, on technology, and on information ….
Knowledge, if it is properly transferred, it it is made available to
all, gives the greatest opportunity for people to advance themselves and to progress in the fight against poverty.”
James D. Wolfensohn, President, The World Bank,
Second Global Knowledge Conference, 7 March 2000

On Fear of Rising Worker Insecurity
“(One of the consequences) of rapid economic and technological change that needs to be addressed is growing worker insecurity, the result … of fear of potential job skill obsolescence ….
Not unexpectedly, greater worker insecurities are creating political pressures to reduce the fierce global competition that has
emerged in the wake of our 1990s technology boom.”
Alan Greenspan, US Federal Reserve Chairman,
“The Revolution in Information Technology”, 6 March 2000

L I G H T E R N OT E
KRABI

Unravel the Hidden Mystery
that is

Krabi
By Wong Kong Meng

Krabi’s biodiversity seems to know no bounds

There is a fair bit to see and
do in Krabi whose biodiversity
seems to know no bounds.
Nevertheless, with due
respect to the shopping and
the great seafood where
freshness is unrivalled,
ultimately the one common
factor that draws you to Krabi
has to be the gorgeous
seascape.

Lying there on the razor-thin
strip of a beach that ‘linked’
two outcrops of an island,
having your body lapped by the
sea from both flanks, I was
almost lulled into oblivion until
the rather rude punctuation of
the tranquillity by the piercing
whistle from the boatman
signalled the time to leave this
secluded paradise hideaway.
Reluctantly, I picked myself up
and climbed up the boat to face
the annoyance of those already
in the boat waiting to be taken
to another beach during the
island-hopping tour.

Krabi’s gorgeous seascape has lots to offer the robust adventurer
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S

uch was the unique ambience to

tractive promotional rates at that time of

we were visiting the place. It is now a medi-

be savoured when you visit the

the year (Apr-Sept). Even though you could

tation centre. Further in, there are some

islands of f Krabi, a southern

spend a whole day in Krabi town shopping,

steps to climb, which we did not feel par-

province of Thailand. The above

where most of the time would be spent not

ticularly energetic to do.

scene was played out on the

so much on the actual buying but rather

Another interesting place is the 75 mil-

‘Chicken Island on the beach’ — one of the

the indispensable foreplay of haggling and

lion-year-old Shell Cemetary Beach situ-

‘musts’ of an island when you come to

bargaining (especially for Malaysians of

ated at Ban Laem Po, a form of limestone

Krabi.

whom the shopkeepers there are quite

layers measured at full tide about 200 me-

We had done Phuket before and heard

wary); ultimately the dominant activity in

tres long and 50 metres wide. The layers

about Krabi through a cousin. So we de-

Krabi is still sea-based. As such, we joined

are actually dead shells known as fossil-

cided we should do the Phuket-Phang Nga-

the majority in choosing a hotel at the

snails, two cm long which grouped and

Krabi semi-circle route by flying to Phuket

beach, a few kilometres away from town.

multiplied in such numbers that the dead

first and using it as our base. The local bus

With strong recommendations, we went to

formed a floor for the living, cemented to-

fare to Krabi from Phuket or Phang Nga

Ao Nang (‘Ao’ meaning Bay); probably the

gether by silicate matter. This process, re-

was cheap enough and the trip was actu-

stretch with the largest choice of accom-

peated over aeons led to the creation of

ally quite interesting, what with civic-con-

modation and also well-catered to visitors

layers of fossils about 40 cm thick. Lower

scious young Thais giving up their seats

in terms of food. The highly popular, ex-

down is a 10 cm layer of lignite and below

for you. My brother was chatting up an

clusively luxurious Krabi Resort is also lo-

that is a layer of shale.

American Professor budget travelling

cated here. But we opted for the cheaper

around Thailand all through the trip. After

version across the road.

So the pamphlet says … “Ask 10 people
what attracts them to Krabi, and you will

a night’s stopover at Phang Nga where we

We actually visited Krabi town twice; the

get 10 different answers.” And that is true

did the ‘must-do’, i.e. the Phang Nga Bay

first time being the orientation walk-around

too. There is a fair bit to see and do in Krabi

cruise with a landing at the now all-too-well

and actually bumped into a group of bik-

whose biodiversity seems to know no

known ‘James Bond’ island and the fabu-

ers (dark leather jackets and all) along the

bounds. Nevertheless, with due respect to

lous seafood lunch to follow at the Muslim

riverside promenade taking a breather.

the shopping and the great seafood where

village-on-stilts (a highlight for my Dad),

Well, surprise, surprise, they turned out to

freshness is unrivalled (as raved by Mum

we headed straight for Krabi, the main

be fellow Malaysians riding their way up

at each mealtime), ultimately the one com-

thrust of our trip.

north to Phuket. There is a floating res-

mon factor that draws you to Krabi has to

We had allocated five free-and-easy

taurant here at the promenade that seems

be the gorgeous seascape. Without any

nights for Krabi, which may not necessar-

to scream out for a trial. Visiting places of

further discussion then, we all agreed that

ily be sufficient for the more meticulous

interest around town will bring you to Ti-

we just had to sign up for the island-hop-

adventurer to take in everything Krabi has

ger Cave; named so because apparently

ping excursion. The four-island option

to offer. Accommodation was not too diffi-

there was once a huge tiger nearby. But,

seemed to be of better value at a discounted

cult to find with hotels offering really at-

of course, no sign of any such beasts when

rate of Baht200 per person inclusive of a

Is this paradise or what? … Koh Poda — the other end
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Seascape at Koh Poda

packed chicken rice lunch, fruits and
plenty of water.
On the day of the excursion, scheduled

Sitting on a ‘bomb-shell’ —
the 75 million year-old shell
Cemetary Beach at Ban Leam Po

from 9.30 am to 4.30 pm, we were caught
off guard by the earlier-than-expected arrival of the van driver going round picking
up the participants from the various hotels.
He, in fact, missed us (including another
German couple) the first time around and
had to come back for us again. So off we
went, pushed off from the beach at 9.35
am, a twenty over motley group of Brits,
Germans, Swedes, Americans, South Africans, Thais and, of course, Malaysians with
one young overly well-tanned boatman in
a motorised dinghy with a roof (thank
goodness). The first stop, Koh Poda (‘Koh’
The writer and his mum having their packed lunch in a makeshift
tea stall on ‘Chicken Island on the Beach’ .… Can you make out
the thin strip of a beach ‘bridge’ in the background?

meaning Island) was a pleasant revelation
of things to come. Fine sandy beaches and
clear blue waters (as cliched as that may
sound) where cute-looking fish actually
swim right up to the shore to greet you and
your ‘food’, nicely complemented the tranquillity of the apparently uninhabited island, save for a chalet owned by Krabi Resor t — per fect setting for a Robinson
Crusoe movie.
After over an hour of soaking in the ambience that is Koh Poda, we hopped over
to Koh Talu where the activity is predominantly snorkelling. There is no beach here
for the boatman to anchor the boat. So
those who cannot swim just have to remain
on the boat to wait for the snorkellers to

Another interesting feature of this part of

the beach here is relatively smaller and due

do the ‘hole’ right in the centre of the is-

the island (which is really in the middle of

to the presence of a hotel complex right

land.

nowhere) is that it has a makeshift tea stall

on the beach, it was packed with sunbath-

The highlight “Chicken Island “ (named

with a thatched roof, supported by flimsy

ers from all over the world.

after the rock outcrop that resembles a

bamboo poles right on the beach. It serves

Such was the introductory glimpse we

chicken head peering out to sea) came up

fruits as well. I do not recall seeing any

managed to get of Krabi and its seascape.

next. We were taken to two parts of the is-

fried rice or mee though. The stall also

With lots more islands, islets and groups

land. The first was again ‘beachless’ and

rents out mats, umbrellas and portable

of islands, caves and crevices waiting to be

mainly for snorkelling. This part of the is-

chairs; but some of the tourists there seem

explored, we had not even begun to unravel

land had an interesting fair-sized cave;

to know how to bring their own; deckchairs

the hidden mystery that is Krabi. Even as

probably brought about by all that sea ero-

even.

Krabi lures your curiosity over the next hill,

sion. The second part was called ‘Chicken

We finished off our day at sea with a visit

to the next cape or around the next bend,

Island on the Beach’, presumably because

to Tahm (meaning Cave) Nam. This is just

we knew we just had to come back for

there is a beach here; and a unique one at

around the corner from Rai Lay beach.

more.

that. The extending strip that forms a

Talk about Nature’s awesome creations. I

‘bridge’ to link to another beach (as men-

have personally never before come across

Note : Wong Kong Meng is a Registered

tioned at the start of this article) can eas-

(until then) such enormous stalactites that

Accountant with the MIA and a Fellow of

ily be swallowed up at high tide. This, in

are exterior and jutting out from the cliffs

ASCPA. He has contributed travel articles

fact, slowed down my return to the boat.

to the sea. Really awe-inspiring. However,

which appeared in the local dailies.
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They are Well Worth Saving
BY T. J. TAN

They are known as ‘nature’s kidneys’. They reduce
pollution, store floodwaters and limit the damaging
effects of waves.
n Micronesia, the loss of shoreline

I

mangroves has intensified coastal
erosion, leading to a landward retreat
of between 5 and 50 metres around
the island in recent times. And

coastal geographers say the thousands
who died when cyclones struck the Indian
coastal state of Orissa recently could have
been saved, if mangrove forests had not
been destroyed to make way for shrimp
farms.
Mangrove wetlands also provide a habitat as well as spawning grounds for an extraordinary variety of creatures and nesting areas for migratory birds. They are
sources of lucrative harvests of animals,
fish and shellfish. Worldwide, vigorous efforts are being waged to conserve these
intriguing and valuable ecosystems.
In Malaysia, the Malaysian Wetlands
Foundation has made concerted efforts to
restore the mangrove wetlands near
Putrajaya, Selangor Darul Ehsan, and turn
it into a tourist attraction. The effort is the
most publicised and possibly one of the
more expensive attempts at ecological restoration yet undertaken locally.
Farther south, the Malaysian Forestry
Department and the Danish Co-operation
for Environment and Development
(DANCED) are attempting to conserve the
mangroves of Johor. After a two-year study,
they have come up with an ambitious 10year management plan, known as the
Biodiversity Audit and Conservation Plan
for the Mangroves of Johor, to protect the
ecosystem. The watery wilderness of Johor
could become the locus of the largest mangrove conser vation project ever undertaken in the country. The state has 25 per
cent of the mangroves of Peninsular Malaysia, or 27,000 hectares.
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“In Malaysia, the Malaysian Wetlands
Foundation has made concerted efforts to restore
the mangrove wetlands near Putrajaya, Selangor
Darul Ehsan, and turn it into a tourist attraction.
The effort is the most publicised and
possibly one of the more expensive attempts at
ecological restoration yet undertaken locally.”
The plan seeks a sustainable use of the
mangroves. The state, which boasts the
longest coastline in Peninsular Malaysia,
has lost some 30 per cent of its mangroves
over the past 25 years to demands for agriculture, coastal development and increased
urban living.
Populations of the rare and migratory
Milky Stock and the Mangrove Blue Flycatcher, of the long-tailed Macaque and
small-clawed otter, and of the humble
seagrass have suffered as a result of development and human encroachment. Illegal
trapping for the international bird trade is
hurting the bird population, particularly the
Straw-headed Bulbul and the Oriental Whiteeye, which fetch high prices in Japan.
According to the DANCED study : “The
remaining mangrove resource is under
considerable pressure from conversion
into other forms of land use, in particular
infrastructure and urban development.” It
adds : “A great number of development
proposals exist, but there is an obvious
need to integrate environmental considerations in development planning. If the current development proposals materialise,
two-thirds of the remaining mangrove area
in forest reserves will disappear in a few
years.” The study lists Pulai River, Johor
Straits, Kim Kim River and Belungkor
River as sites that require special attention.

Sites near these rivers are being developed
for premier heavy industrial estates (in
Tanjung Langsat, for example) and a container port (in Tanjung Pelepas).
The DANCED plan recommends limiting the scope of existing development
plans to protect biodiversity, creating more
state parks and promoting ‘sustainable nature tourism’. The mangroves offer good
tourism potential : boat trips can be arranged to observe the unique vegetation
and the arresting-looking Pandanas plants
with their spectacular yellow flowers as
well as birds, monkeys, fireflies and other
animals. Wildlife in mangroves can be
more visible to tourists than in inland forests.
Pulau Kukup has been designated a state
park and is being proposed as a Ramsar
site. Under the Ramsar Convention, 1991,
such sites are deemed internationally important. So far, in Malaysia, only Tasik Bera
has been declared a Ramsar site.

The Oriental
White-eye

“Vigorous public education
campaigns and better vigilance
against illegal logging through
regular patrols of clearly
demarcated areas are also
required. Mangroves are used
to make charcoal and for firewood. Staffing and training also
need to be strengthened, and
replanting efforts stepped up.”

The Macaque,
an inhabitant of
the Mangroves

Vigorous public education campaigns
and better vigilance against illegal logging

Heron were also found in the mangroves
near Benut. It was their second year of

through regular patrols of clearly demarcated areas are also required. Mangroves

nesting at this site. There are only three
other known nesting sites in the country.

are used to make charcoal and for firewood. Staffing and training also need to be

According to the DANCED study, the
coastal mangroves and mudflats of Johor

strengthened, and replanting ef for ts
stepped up.

‘form a very important site for migratory
shorebirds and a potential breeding area

The study has discovered that Johor
holds one of the best chances for the

for large water birds.’ Many of the 1.5 million migrator y birds that use the East

Lesser Adjutants — the state holds one per
cent of the global population of the species

Asian-Australasian Flyway that extends
from Russia to Australia pass through

— to be brought back from the brink of
extinction. One of these very rare birds

Johor where they use the mangroves and
mudflats to ‘refuel’ and rest before flying

was seen carrying nesting material during
the survey — the first evidence in over 10

on. Others spend their winter here.
The mangroves of Johor support fisher-

years to suggest the nesting of this species
in Malaysia. Worldwide, they number per-

ies worth over 54 million ringgit a year —
some 11 per cent of the total fish catch, and

haps 4,500 and are declining because of
habitat loss and hunting. This species

nearly 35 per cent of the shrimp catch in
the state consists of mangrove-dependent

needs tall mangrove trees for breeding
colonies and feed on mangrove mudflats.

species, according to some experts.
However, Dr. A Sasekumar, a marine

Some 28 nests belonging to the Grey

consultant ecologist who participated in

the DANCED study, believes the figure is
much higher as many species use the mangroves as nurseries and are caught elsewhere.
The area is home to commercially valuable fish species such seabass (siakap),
catfish eel (semilang), mangrove red snapper (merah), golden snapper (jenahak) and
threadfin (senangin).
Mangroves are unique plants. They are
able to exclude or to excrete salt from their
tissues. These plants can also sprout aerial
roots that permit the exchange of gas for
aerobic respiration. This adaptation allows
the trees to survive despite being firmly
rooted in oxygen-deprived inter-tidal soils.
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T. J. Tan studied marine biology/oceanography in college, but is now a Kuala
Lumpur-based freelance journalist. He contributes frequently to the Financial Times
newspaper of London and Newsweek magazine.
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Mommy Dearest
By Hazel Ong

some intelligence even when my primary

A

s commercialised as Mother’s Day is today, it is still a
wonderful celebration to me anyway. With my hectic schedule, I rarely have a decent conversation with mom or
grandmothers who still live in Ipoh; so this day helps
me make time to think about the precious moments they shared
with me as I was growing up, and even now as I continue to grow
emotionally and spiritually as a person.
My experiences with these special women in my life have been
enriching, painful and yet endearing all at the same time. I guess
that’s what makes life so complex and yet beautiful.
This issue of the Akauntan Nasional will for the first time see the
Institute staff and leaders talk about that special woman in their life.
Besides the heart-warming sharings and quotations, we will as
usual suggest what you can tr y doing for your mom on that special
day (which will steer away from the more commercialised suggestions).
I also take the opportunity to remember Mother Teresa of Calcutta
who lived most of her life giving her whole self to the suffering and
outcasts of society. She gave without judgment or conditions, but
with so much love.
Though never a biological mother, she is truly one in the hearts of
many.
May you have a good day with your mother.

school classmates, teachers and my own
mother thought I was a dungu because I
could not read as a child. She beamed with
pride with the kopi money (not a bribe, but
allowance) I gave her and told everyone
how wrong they were about my intelligence when I got my first job.
She loved me unconditionally.
Of course recently, our relationship was
put to the test. I fell in love with someone
of a different race and that was something
she found hard to accept, coming from an
older generation. It strained our relationship a little, but after lots of mediation from
my mother and third uncle the situation
improved.
We hug a lot.

My Mommy
Gladys Tan Kim Poh

S

he is talkative. Did I mention she is
talkative? Well, it’s not all bad, at least

she keeps me awake when I drive long-distance, but it can become annoying sometimes when I’m exhausted after a hard

My Ah Ma
Ong Chui Hoon

S

my throat. It was a daily routine because I
was an asthmatic child.
I was told she used to spoon-feed milk

he was the first person who took care

into my tiny mouth during the wee hours

of me the moment I left the hospital

of the morning when I refused to drink on

after I ‘rushed’ into the world two

my own as a baby. She would

months early. She was the very

also coax me into eating por-

first mother-figure I knew and

ridge by showing me colourful

have grown to love dearly.

pictures of fishes and animals

She is my Ah Ma, my maternal grandmother. The reason

from the Encyclopaedia.
Although she was an illiterate,

she took care of me was because my

she is the best cook in the world to me and

mother still had to work when I was born.

my brother agrees with me, especially

One of the most vivid memories of our

when she whips up her famous jew hu char,

relationship was of her chasing me around

kari kapitan, sambal habee and a long list

the house, getting help from my uncles to

of other spicy nyonya goodies.

pin me down and to pour medicine down
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She was the one who believed I had

Hazel’s mom in the famous 1970s mini skirt

and she memorised

I couldn’t read as a child, but now I can. I

all the bylines (just

appreciate what she has done now but I

in case you don’t

definitely didn’t then.

know, a byline is

What is most endearing is when I over-

the name of the

heard her boasting about my accomplish-

jour nalist

who

ments to my late grandfather, uncles, aunt-

wrote the stor y).

ies and friends. I guess it’s Asian never to

Her favourite ques-

overpraise your children, especially not in

tion was whether

front of them. But mom is quite open-

this repor ter was

minded and in recent years she has indeed

related to another

given me credit where credit is due.

repor ter with the
same surname.

We should work on the hugging thing
more.

In fact, she knew
Like mother, like daughter

the bylines so well
that when a new re-

day’s work.

porter joined the paper she would know. I

My Grandma
Florence Fam Yoon Ying

She has an elephant’s memory especially

can never lie to her whether I had gone for

for tiny details which any normal human

a certain function or not because she would

F

being would forget in a minute. She’d make

check whether my story appeared the next

maternal grandmother I would call her Ah

a good secretary, though she never was

day.

Mah (grandmother in Hokkien), but for my

one, not for a boss in an office but I guess
she was my brother’s and mine.

She does the same now to my brother.

unny how different pet names are
given to different people. Like for my

paternal one I call her Grandma.

She knows the latest local and foreign mu-

Yes, grandma, a woman of few words, but

Don’t ever dare move her things with-

sical acts because he is in a local hip-hop

I must say she’s learning to talk more these

out her knowledge or permission, not even

band. She keeps track of his appointments

days.

slightly, for she knows. And if you were her

with the studio, press conferences, tours,

I didn’t really grow up with her, but she

daughter she would skin you alive for do-

roadshows, flights and school schedule —

was a model for my spiritual growth. She

ing so.

down to the last detail of which lecturer he

and my late Grandpa were the kind of

will see at what time for which subject.

Christians who went for mass every week-

I’m not trying to paint a terrible picture
of her, but just to illustrate that she is sharp,
very sharp.

In fact, she knows more of the 1990s music scene than me (*embarrass*).

end without fail, ser ved in church and
prayed every night, also without fail.

I guess if you can’t afford a Palm V and

Whenever l sway away from God, I look

knows me, sometimes too much.

any of those canggih (sophisti-

at my Grandma and something in her ac-

She took pains to know the

cated) handheld PCs, having a

tions speaks to my heart like no words can.

names of my colleagues when I

mother like that would definitely

She’s also a model for a good and obedi-

started working. I can’t blame

compensate for it. She will never

ent wife, slow to temper and submissive to

her because I was just 17. She

go obsolete, believe me.

Grandpa. Not the kind of slave submissive-

What I love about her is how much she

makes sure she knows who I was

She’s good at mimicking peo-

last seen with just in case I go

ple’s voices and gestures, and I

missing.
When I used to live with her I would

think both my brother and I inherited a bit
of that from her.

share with her what happened during work

Looking back, I guess I miss not having

and what so-and-so did and all those wishy

a physical ‘huggy’ relationship with her be-

washy gossip that made ‘good conversa-

cause she was not the first person to give

tion’.

me nourishment and hugs when I was

She once scared the living daylights out
of one of my colleagues from the hotel

She’s kind, patient and a swell mother
because she has never beaten her children
according to my father.
We hug occasionally when I come home
for festivities and when we part.
I love all three of them.

her when I turned nine.
She used to model my hairstyle after

“You must be Jagjit’’ though she had never

hers. Never asked her why but I guess

seen him. You should have seen his face

sometimes mothers like their daughters to

then, or rather how his jaw dropped. I

mirror them, like when she wanted me to

guess I must have been descriptive.

become a lawyer, one of her unfulfilled

the daily newspaper I wrote for, diligently

marriage.

growing up. I only went home to live with

when she walked right up to him and said :

When I was a journalist, she used to read

ness, but the kind that complements the

dreams. But then again, I had my own.
She gave me a beating of a lifetime when

“As a mother, my job is to
take care of the possible
and trust God with the
impossible.”
Ruth Bell Graham
June 2000
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Make 14 MAY 2000
Y
es, come the second week of May every
year we celebrate Mother’s Day. We

Special

hope you will take time off your busy
schedules to set an important appointment with your mother on that
day.
If your sister, aunty or even your father, brother, uncle or other

tially as she has her own way of doing certain things around the house, but she’ll ap-

male relatives have somehow taken on the role for you due to life’s
unpredictable circumstances, heck, make them feel special.

preciate it soon enough, because she’ll realise it won’t be happening all year round.

The reason for celebrating Mother’s Day is, in fact, to show our
appreciation to that one person responsible for nurturing us
physically, mentally and spiritually.

If after reading thus far, you still find
that all these suggestions are simply not
you, well, there’s always her favourite restaurant. Take her out for lunch or dinner

after she finds out the true reason for the

and buy her that Hallmark or Memor y
Lane card and the essential bunch of flow-

P

lenty as long as you are willing. Okay,
the next statement is very important

love letter or card she receives.
And if you are tr ying to tell yourself

ers.
It’s your call. All the best and may you

for accountants. You don’t have to actually
spend a lot of money to make her happy.

there’s no point in doing so because she’s
illiterate, there’s always someone who can

have a good celebration. It is anyway the
first Mother’s Day celebration of the 21st

So if you are trying to convince yourself
not to do something on that day due to cost,

translate the contents on the card or letter
for her, right? So no running away this

Century.

try harder.
If you are already married with children,

time.
To enhance the package, you can go out

get your children to make her Grandmother’s Day cards. I’m talking about handmade

and ‘ta pau’ (pack home in Cantonese) her
favourite satay or nasi lemak from a cer-

ones, not those you buy from the supermarket.

tain stall or anything else she likes for
breakfast and present all these together to

Handmade cards are always better because they show you have sacrificed some

her first thing in the morning.
Fuss about her. Relieve her from her

precious time to get them done; it has a
personal touch and no amount

daily chores. She may grumble a bit ini-

WHAT TO DO FOR HER?

of money can get you the same
card from any greeting card
shop.
Better still, adults can write
her something wonderful from
the heart. Tell her you love and
treasure her many efforts all
these years.
She may get a shock, faint
even, because she thinks it’s
your last words due to some terminal disease you have been
suffering from (this actually
happened to me once when I
told my grandmother that I
loved her in a letter), but she’ll
definitely be on top of the world
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HELP FROM THE NET

B

esides giving you a whole range of
ideas on what you can do for mom, it

also improves your surfing skills, so go
ahead, click that mouse.
Try visiting http://www.holidays.net/
mother/. You will be able to find out how
Mother’s Day came about and also a poem
for Mothers. From this site, you will also

M-O-T-H-E-R
“M” is for the million things she gave me,
”O” means only that she’s growing old,
”T” is for the tears she shed to save me,
“H” is for her heart of purest gold;
”E” is for her eyes, with love-light shining,
”R” means right, and right she’ll always be,
Put them all together, they spell “MOTHER”,
a word that means the world to me.
Howard Johnson (c. 1915)
Poem from http://www.holidays.net/mother/poem.htm

get to print out cyber cards for
mom, while getting tips on how
to make her some presents.
You
can
also
visit
w w w. c r i s c o k i t c h e n . c o m /
mothers_day.html to get recipes for recommended Mother’s Day cookies with names
like Family Tree Cookie or the
favourite Apple Pie or the old
fashioned Oatmeal Cookies or
Chocolate Chip Tea Sandwich.
And dads, if you are reading
this, you can even teach your
children to honour their mothers through this website :
www.heathersholidaze.com/
index.html

What mothers and mothers-to-be
say about that special day
I

W

hile sur fing the Net, I came across this site :
www.parenthood.com/parent-cfmfiles/holiday/
mothersday.cfm with interesting quotes from moth-

ers and aspiring mothers. If you navigate around it, you will find
very cute perspectives on motherhood. Worth a read.
Below are some of the quotations from the site. Those who
shared have left their e-mail addresses below their stories; so if
you feel compelled to talk to them, because you may have identified or sympathised with them, give it a try. Who knows you may
end up making a new friend across the world.

T

his is only my 2nd Mother’s Day. My son was born last year
on 8 April — so he was only one month old. I always knew

would love to have my mum back for one day every year
Mother’s Day, and for her to meet the two grandsons that

she’s never known. She went when I was nine and my sister
was five; we both have one boy each. Unfortunately, we became orphans because neither of us had a father either. I must
say though that I see her all the time. She walks around my
house (in fact, I saw her just today), stands behind me when
I’m doing things like the dishes or working in my study and I
constantly know her presence is there. But it would be lovely
to have a hug, to hold her hand again and for her to be able to
communicate by speech, touch and facial expressions. The last
day I saw her was on the day she died; she did look awfully
sick. I want to remember her like she was when I was very
young — a very fit and pretty ball-

I wanted to be a mother, but it wasn’t
until I turned 29 and just married that
could finally start the journey. Unfor-

POEM FOR MOTHERS AND
MOMS-TO-BE

room dancer. It’s not fair; she was
struck down by that horrible C word

tunately, the journey took two years
and many tears thinking that I would

If I live in a house of spotless beauty with everything in its place, but have not love, I am a

when she was only 34. She died at
the age of 39. To be with her in body

never conceive a child. I even reached
a point when I said to my husband, “I

housekeeper — not a homemaker.
If I have time for waxing, polishing, and deco-

and soul for one day a year would
be wonderful because then I’d know

can handle not conceiving our own
child, but what I cannot handle is

rative achievements, but have not love, my children learn cleanliness — not godliness.

that for as long as I live, she’ll be
around the next Mother’s Day and

never being a Mom.” We started thinking about adoption, but then found out
I was pregnant. I will never forget that
day! This time it was tears of joy. And
the day my son was born — what a
blessing from God. So, for me, just becoming a Mother will always be the
best Mother’s Day gift I can have.
Tammy— dcpayne@kalamazoo.net

A

ll I want for Mother’s Day is to
have another baby. I miss my lit-

tle boy (21 months) not being a baby
any more. I would love to have my
husband say “Hey honey, let’s have
another baby.” Since this is not likely
to happen, I would like the chance
to sit with my son and have him sit
still long enough for us to spend some
one-on-one time.
Betsy — bmahoney@prioritycall.com

Love leaves the dust in search of a child’s laugh.
Love smiles at the tiny fingerprints on a newly
cleaned window.
Love wipes away the tears before it wipes up
the spilled milk.
Love picks up the child before it picks up the
toys.
Love is present through the trials.
Love reprimands, reproves, and is responsive.
Love crawls with the baby, walks with the toddler, runs with the child, then stands aside to
let the youth walk into adulthood.
Love is the key that opens salvation’s message
to a child’s heart.
Before I became a mother I took glory in my
house of perfection.
Now I glory in God’s perfection of my child.
As a mother, there is much I must teach my
child, but the greatest of all is love.

the next, and the next ... Ah, wishes
are a wonderful thing, aren’t they?
If only they always came true.
Shalifar — shalifar@email.women.com

I

am not a mother myself, but I

know if I were one, I would tell
my children “Oh, don’t worry about
getting me anything for Mother’s
Day. All I want is to know I am appreciated and to have a nice day
with no fighting.”
But I bet the real truth is you want
a huge pair of diamond earrings and
a nice dinner at the most expensive
restaurant in town, topped off with
a nice glass of Chardonnay (excuse
my spelling). You dream about this
for a while and then you hear a crash
in the living room caused by one of
your children, so you snap out of
June 2000
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your dream world; disappointed, one because it will take all

of US$15 to US$35 should be suitable.

the cleaning in the world to clean up this mess, and two, because you will not get your earrings. The fumes of “RESOLVE”

So this year, get crazy and ask your kids for something. I will
give you this information almost under a guarantee.

make you completely snap out of your dream world and you
realise “Hey, my kids can’t afford this stuff.” So you convince

I know every year when I try to buy my mother something, I
search the malls for three to four weekends going frantic just

yourself and your children all you want is respect.
So you end up not getting any respect at all, but in place of

to find that special gift for my mom (although all she wants is
a nice peace-filled day).

that you receive a US$2 card from Wall-mart. Disappointed,
you go to bed realising tomorrow is another day. This year

So this year, do us a favour by giving us a clue about what you
want. Now, we only have to search the malls for one, two or

spoil yourself by telling us “I want __________!” Because deep
down, you know you would like a nice bouquet of flowers or a

three weekends maximum. So then, we can spend that one or
two weekends knocked off with you! But now you should feel

big box of chocolates.
Just one small tip. Most of us kids “waste” our money quickly.

special knowing we spend all of that time at the mall on you.
Oh, one more thing. Happy Mother’s Day!
Debbie — Zimbo8@hotmail.com

So I’m not telling you to ask us for something that is US$500 if
your kids still live at home. Something probably in the range

Their Mothers
hen I first sent out an e-mail re-

“What can I say about my mother? The

questing ever yone in MIA to
describe their mother in one

strongest-willed woman I know and probably
will ever know in my lifetime. Mother

sentence, I did not expect such overwhelming response from them because

Theresa is second, of course!’’ — Marketing
Assistant Karen Gertrude Dass Arul Dass

W

My Mom — Shanti

Malaysians are usually not so expressive
when it comes to their loved ones.
“My mother is

But I received a pleasant surprise especially from those I least expected. Sud-

the most
precious gift

denly, two branch chairmen started responding with beautiful quotes about their

from God,
ever.’’ —

mom, with one even submitting a moving
poem.

Telemarketer
Sharmila Devi

Then, there were staff who were all excited about whether they can include a
photo of their dearest mother, besides
quotes and short stories about her in the
journal.
It is truly heart-warming to see such responses as it shows, contrary to popular
belief, that Malaysians are not only caring,
but are becoming more expressive. It
touched my heart to compile this list and
the effort has helped me appreciate my
mother even more.
These are what some of the people in the
Institute have had to say about that special
woman in their life :

“Blue sky forever
Married at sixteen,
Drifted straight into the stormy sea,
Forward she marched,
To strive, to persevere, not to yield,
Pity from none she seeks,
Her hair has grown the whiter,
Since came the tidings dread,
When folks ask how in battle,
Colourful rainbow spirits she made’’ —
East Coast Branch Chairman Wong Seng
Chong dedicating a poem to his mother
Madam Leong Marn Yoong, 89

Branch Chairman Lee Yat Kong

“All that I am or hope to be,
I owe to my mother.”
Abraham Lincoln
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H = Hugs me so gently
A = Always there by my side
N = Never to complain or sigh
T = Today and forever

“My mother is almost entirely responsible
for my present position in life and I remember her with gratitude and love.’’ — Perak

S = She smiles at me like an angel

I = I love you, Mom
HAPPY MOTHER’S DAY, trucks of love,
Boy, Anne and Patrick — Marketing Coordinator, Sumitha Anne

“That woman said : ‘ Be what you want

“Best woman in the world. Take good care

to be when you are sure about something.
Listen to your heart and go for it.’ I will al-

of me since I was small. When I have problems, I can freely share with her. When I am

ways love that woman throughtout my life.
That woman is my MOTHER.’’ — Library

sick, she takes care of me. I can even borrow
money from my mom!’’ — Finance Supervi-

Assistant, Noriah Kamis

sor, Maihan Ariffin

My Mom’s the Wind
Beneath My Wings
BY BARBARA ER
love my mommy because she is sweet, nice

I

noons, with her designer glasses, reading

and makes milk in the morning for me
to drink!

‘Home Remedies for Illness’ just so she
knows what my dad can and cannot eat! I

But seriously … my mom deser ves
mention when I am given this opportu-

suppose her only complaint now is not being able to see her side of the family who

nity to do so because without my mom, I
won’t be the Barbara that ever yone

are in Singapore and me not spending
enough time with her.

knows.
Let me tell you a little about my mom

She is just how I want to be when I
grow up and have my own family — to

— the daisy in my life. The third eldest
in a family of 13, she gave up her educa-

be selfless in her devotion to my father,
my brother and me — to bear all the

tion to follow a Teochew opera troupe in
order to help feed the rest. With only

crosses that come our way in her quiet
ways, sending endless prayers to heaven.

three years of schooling, she taught herself to read and write in English after she

And, of course, to show all the love, care
and support to her family that we grew

met my dad. And she also taught herself
to cook and what a fantastic one she

up not in want of anything, especially
love.

turned out to be. (And this I take after
her!)

It is true when they say, no love in the
world can beat a mother’s love. She cried

Mom was always the first up in the
household, making sure that the water

tears of pain when my heart got broken
(and she’s made sure that the cad has not

was boiled, the coffee was made, and my
glass of milk and two half-boiled eggs

been able to come near me again!) She
cried the tears only a mother will cry when

were ready for me. She kept the house
tidy and cooked for not just her own

I went away.
She cried tears of joy when I graduated.

brood, but also for my grandparents, uncles, aunts and cousins — we come from

And still I know she has not fulfilled the
crying quota in a mother’s life, as she con-

an old-fashioned family where ever yone
lived under the same roof.

tinues to be the wind beneath my wings
for the rest of my life. My mom’s the best

Whatever little money she had left over
from housekeeping, she kept aside so

thing to happen to me (And next month
it’ll be my dad’s turn!)

that I could have the new model of the
electronic organ. Or so that we could
have that family holiday that we had been
longing for.

Happy Mother’s Day, mommy.
○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

○

Barbara’s mom when she was a
Chinese Opera singer

Barbara and her mom on her
fourth birthday

○

Note : Barbara Er is MIA’s IT Executive.

My mom has come a long way from the
days of waking up at five plus in the morning. Nowadays you’ll find her in the afterJune 2000
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BREATH OF FRESH AIR
BY HAZEL ONG

D

ancing Salsa to the beat of
Ricky Martin and getting a
vigorous aerobics workout
first thing in the morning
were elements which set the
Young Accountants Convention 2000 apart
from all previous major conferences organised by the Malaysian Institute of Accountants (MIA).
It was different, fresh and most importantly it was good, not according to us, but
the majority of young budding accountants
who attended the two-day convention held
on 24-25 March at the Hotel Equatorial,
Bangi.
Such was the response because for the
very first time, what young, energetic people wanted and needed, they got during a
convention for accountants. That, in itself,
is revolutionar y and definitely another
milestone for the Institute — which was
why MIA Vice President Soon Kwai Choy
told the crowd during his welcoming address that he was “truly excited” and hoped
that it would be “contagious.”
“Today marks the beginning of a new
chapter in the MIA — one that would
change its history,” he said.
He went on to say that the YAC 2000, was
not just another Professional Development
programme to ensure that its members enhance their skills and knowledge, but it
marked the Institute’s first official and formal effort to recognise a new breed of accountants and their importance within the
profession.
“We have noticed with great interest that
the membership demography of the Institute has been changing. For the last few
years, we have seen a marked increase of
members from the younger age group.
“In fact, at this moment, 50 per cent of
our 14,000 members are in their 20s and 30s.
“This trend will continue as the number
of new blood flowing in will surpass those
who mature and move on to the status of
senior accountants within the profession.
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Vice President Soon Kwai Choy delivering a motivating speech during the
YAC 2000 on opening day
“As they say, old lawyers never die, they
just lose their appeal.” Likewise, old accountants never die, they just lose their balance,” he said in jest, relaxing the mood of
the audience.
Based on the current rate of growth,
Soon estimated the Institute’s membership
to hit the 25,000 mark within the next 10
years. Young accountants comprising half
this population would be a force to be reckoned with, he added.
“To all the young ones out there, for the
many years if you have felt neglected, I
apologise on behalf of the Institute. As Vice
President, I will take it upon myself to make
sure this will not happen again.
“We need a breath of fresh air this millennium and we are going to get it. This is
a promise,” he said garnering a round of
applause.
Soon envisioned that the MIA of the 21st

Century would allow the young ones freedom of expression, encouraging them to
go where no accountant has been before,
to explore new frontiers in a world that is
becoming borderless.
He said that with the advent of the knowledge-based economy, many future accountants would enter the Information and Communication Technology industry, tackling
new accounting standards that would involve the complexities of trading in
cyberspace, while forensic accountants
would soon learn the tricks of snooping for
cyber crooks.
To ensure that he was not just saying
nice things to please members present, the
Institute signed two agreements, one with
Warwick University, UK, to start a Masters
of Science degree and another with the
Open University, UK, for a Masters in Business Administration degree to provide

INSTITUTE NEWS
YA C 2 0 0 0

post-graduate programmes to members,
especially the younger ones.
There were many words of wisdom
shared by the speakers, which inspired
many to climb the ladder of success or even
be their own boss one day.
Amid the many young faces was 69-yearold Adrian Tiong Mee King who came all the
way from Kuching. Even though he claims
he is not that young at heart, he looks and
acts at least 10 years younger than his age.
So what was he doing here? According

to Tiong, he just wanted to come for a holiday to visit his son who lives in Petaling Jaya.
His secret for retaining his youth? “Eat
less,” he quipped.
He said perhaps being almost semi-retired and the joy of marrying young couples (he is also an Assistant Registrar of
Marriage) could have helped.
He said he would have participated in the
Latin dancing session if his wife was
present at the YAC, but he was definitely
too old for aerobics.

One of the oldest members at the YAC
2000, Adrian Tiong said he keeps youthful by eating less

Remember the Times ...

T

hey say a picture paints a thousand

words. That’s why many people keep
photo albums to remind them of fond

memories from the past. Since YAC 2000
was a convention with a difference, we
thought of indulging you with a mini album
compilation of the event.

The grand opening ceremony was
officiated by the Education Ministry
Parliamentary Secretary, YB Dato’
Mahadzir Mohd. Khir (centre). On
his left is MIA Immediate Past
President, Dato’ Hanifah Noordin,
while Vice President, Soon Kwai
Choy, is seated on his right.

Participants of the YAC 2000 checking
out the exhibition booths
June 2000
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YB Dato’ Mahadzir Mohd. Khir being warmly welcomed by MIA
officials as he arrived for the YAC 2000

YAC 2000 participants preparing for the day ahead with a
early morning aerobics session

Breath-taking moves by Latin dancers
at the YAC 2000 Dinner

Young accountants trying to get the marching sequence right
with instructor, Patricia (extreme right)

“You are only young
once, but you can
stay immature
indefinitely.”
~ Author Unknown ~

Before

During

After

Accountant Lee Min Lan looking even better after a make-over
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Lively press conference at the YAC 2000

Minister in the Prime Minister’s Department, Dato’ Rais Yatim,
and his wife, Datin Masnah Rais, enjoying the performance

Signing ceremony with the Business & Advanced Technology
Centre (BATC). Assoc. Prof. Dr. Nooh Abu Bakar, UTMKL Campus
Director and Assoc. Prof. Dr. Leong Mun Chak, Marketing & Life
Long Learning Programme Director on the left of Dato’ Mahadzir
Mohd. Khir

Signing ceremony with AccTrak 21 Sdn Bhd … Soon shaking
hands with Ee Chong Kang, Senior Vice President of Marketing
Strategies. Far right is Loke Kok Choy, Vice President of Marketing & Channels.

Soon shaking hands with Vice President, Dr. Keith Williams
Director of Open University Malaysia. On the right is Dr. Andrea
Frame, International Regional Manager of the Open University
Business School
June 2000
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INSTITUTE NEWS
PENANG MEMBERS’ DIALOGUE

PD TO HELP TRAIN
MEMBERS’ STAFF

Penang Members’ Dialogue
3 March 2000
BY HAZEL ONG

M

EMBERS who are partners of small
and medium-sized firms can now pro-

vide training for their staff just like the inhouse training offered by the Big-5 for their
employees.

MIA WEBSITE TO BE KNOWLEDGE POOL

T

URN the Malaysian Institute of Ac-

opment (PD) Committee, Chian said the

countant’s (MIA) website into an idea

committee and the department driving it

pool to keep the profession fresh, dynamic
and exciting.

could sometimes run dry of ideas.
He urged members to use the Internet

This call was made by Council Member

to share knowledge among peers, without

Daniel Chian who proposed that members

which the website may become dull and

need not wait until a members’ dialogue to

outdated.

pose questions to the Institute or the Coun-

On a question from member T. K. Ong

cil, but should instead utilise the website.

on why the latest MASB standards were

“Pose them on the website. Many ques-

not placed on the website, Chian said con-

tions can be posed to us, for example, on

sent was needed from MASB before it can

MASB. A member can also choose to email a specific department, which is monitoring an area related to the query.

be done.
Replying to another query, he said, the
auto-debit feature to pay for membership

“After some time, we can collect and

is optional. However, even if the member’s

compile these Frequently Asked Questions

company was paying for the membership

(FAQs), for example, on risks involved in

fee, it was faster for processing if the auto-

taxation. We must maximise and optimise

debit feature was used, adding that the

this facility (MIA’s website).

member can later get reimbursement from

As Chairman of the Professional Devel-

his company.

How? Through PD’s new package called
the PDIII.
Chian said this new package was designed to help members increase their productivity and efficiency.
“Under the PDIII, we will give training
for your staff. You must have a team of competent staff, if not you will spend time correcting mistakes. We are only charging half
the price which is RM200 for a series basis, for example, Practical Accounting.”
“This is like the in-house training provided in the Big 5,’’ he said.
Chian said the PDIII is specially designed to help up and coming accountants
climb to the top of the corporate ladder.
“That is why we are launching postgraduate programmes at a much-reduced
fee, compared with the market rate of
RM45,000 and above. We have negotiated
with the Open University on a MBA programme, which will cost about RM30,000.
“We do this upon members’ request to
help them broaden their knowledge and
career opportunities,’’ he said.
Chian said he would also be bringing in
courses on practice management as accountants, especially small and medium-sized firm
partners, are often busy doing accounting
work for others, but are the worst housekeepers of their own organisations.
Then, there are courses on how to plan
for retirement which should start the moment one sets up a firm, he said.
“When you retire at 35, who takes over?’’
he added.
To a question on why seminar papers

One of the Penang MIA members firing away his questions
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can’t be placed on the website (the mem-
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NO INTENTION OF
CREATING NEW CROOKS

ber also claimed the PD courses were too
costly), Chian said, it has so far not been

“We do have the intention to put some

on Valentine’s Day, etc which will also go
down well with our advertisers. Our adver-

done, as permission needs to be sought
from the authors who may charge royalty.*

“It is no longer so technical, with stories

I

T is not the intention of the amended In-

tisers prefer it this way (broader editorial

come Tax Act to turn tax agents into

content), so we are slowly softening the

papers on the website which could be

criminals, Perak Branch Chairman Lee Yat

down-loaded or ordered for a fee. If you

Kong clarified.

pay nothing for the paper, then it would be

He said the Inland Revenue Board (IRB)

unfair for those who paid to attend the

doesn’t have the frame of mind to prose-

seminars,’’ he explained.

cute anyone.

journal.
“We are also holding a contest to change
the name of the journal to meet the changing times,’’ he said.
He said he was happy that the AN was

“Unless that person had deliberately

now coming out on schedule due to the

manipulated figures blatantly, auditors and

hard work of the Secretariat. He mentioned

directors have nothing to fear. Surprisingly,

this when asked why the journal for the

there are very blatant people around,’’ he

Malaysian Institute of Taxation (MIT) was

AIT and see. That’s what members

W

said in response to a question to whether

very much outdated.

have been told to do about the pro-

the amendments to the Income Tax Act

On whether AN will come out with an

posed amendments to the Accountants Act,

had created a new class of criminals who

index to make the search for past articles

1967 which were submitted last year.

are the tax agents.

easier, he said, this has been discussed

AMENDMENTS TO THE
ACCOUNTANTS ACT, 1967?

Vice President Soon Kwai Choy said the

Lee, who is also MIT Council Member,

matter has been delayed due to the Gen-

said that since the amendments had been

eral Election which had caused the Gov-

passed by Parliament, those in taxation

ernment to dissolve the Parliament.

would have to live with it.

during the EB meeting.

UNIFICATION?

“The matter is still in the hands of the

“Maybe the amendments are telling me

Ministry of Finance. But rest assured, we

it’s time to retire. We are meeting the IRB

F

will still move forward (pushing) for it,’’ he

to smoothen out rough edges and hope-

exert the powers of MIA, Soon Kwai Choy

said in reply to a question from member

fully take away the sting of the amend-

stressed.

Wong Wai Lim.

ments.

OREIGN accountancy bodies can start
branches in Malaysia, but they cannot

“Although we are the only regulator y

He said the Institute would definitely keep

“ It is not the intention of the IRB to put

body empowered by the Accountants Act,

members posted on the latest developments

tax agents in jail. Going to jail is the ex-

we are liberal. We have no qualms of their

of the proposed amendments to the Act.

treme case. Anyway, there are not enough

existence as long as they don’t exert our

places in jail,’’ he joked, causing laughter

powers,’’ he said.

To another question from Wong, he said,
as for the Institute’s Information Technol-

to break out.

He said this when responding to a ques-

ogy utilisation, he was happy to announce

He said the rationale behind the move

tion from member Christopher Chong Lye

that the members handbook will soon be

was because it was discovered that no mat-

Sun who wanted to know whether there will

in CD-ROM format.

ter what size the firm is, manipulation of

be unification with other accounting bodies.

Replying a question on why the CD-ROM

accounts exist.

handbook had not been delivered to new

FRESH OUTLOOK FOR
AKAUNTAN NASIONAL

members, Chian said the supplier is taking a little longer than expected due to
changing technology.
members can easily search for information

A

compared to the “ancient’’ handbook older

last year to meet the needs of practising

members used to get.

and non-practising accountants, Soon Kwai

* A comparative survey conducted by PD revealed that its seminar fees are much cheaper
than those charged by other organisations.

Choy, also Chairman of the Editorial Board

He added that it was worth the wait as

Soon said in the past there have been efforts, but somehow this did not materialise.

KAUNTAN Nasional (AN) has
adopted a softer tone since end the of

(EB) said.

CORRECTION
We would like to bring to your attention that
the last paragraph of the “Inaugural In-house
International Speech Contest” story which appeared in the April issue should read :
For more information, please call Wong Wai
Lim (04-229 2901) or Chan Choung Yau (04227 1173).
The error in the previous issue is much
regretted.
June 2000
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INSTITUTE NEWS
PENANG TOASTMASTER’S CLUB

Tongue-tied No More
BY HAZEL ONG

T

IRED of being tongue-tied when he
stands in front of his subordinates
and superiors in the company trying
to convince them of his ideas and plans,
Albert Yeoh Pit Shing decided to help himself get over this ‘handicap’.
It frustrated him because he had many
good proposals which he could communicate very well to his company in a letter,
but in the boardroom his tongue just gets
knotted. What made it more frustrating
was watching the suave marketing guys,
naturally born with the gift of the gab, scoring brownie points for their convincing oral
skills.
He knew he needed to learn how to overcome this inability and what he needed
badly was to master the art of public speaking.
However, like many people, he procrastinated a little. His reasons were that the
courses for public speaking were too expensive. Being an accountant, cost was of
course the first factor he considered.
So he started his year-long journey looking for a Toastmasters Club to join but to
no avail.
Why? Because he felt he didn’t know the
people in the group. Yes, more excuses. He
was just like most of us who rather avoid
our weaknesses than facing them head-on.
He continued life sur viving the board-

room game being the passive one until one
day he received an e-mail from MIA
Penang branch.
It was an e-mail asking members
whether they were interested to join a
Toastmasters club which would be set up
with funding from the Institute.
His ‘prayers’ were answered. His excuses dissolved as the club now was inexpensive and he was going to be with fellow
accountants.
And so about four months ago, he met
19 other people who shared his problem,
besides those who just wanted to improve
their public speaking ability.
Well, today Yeoh is not only a member
of the Penang MIA Toastmaster Club, he
is their President.
He was called on by Penang branch
chairman Neoh Chin Wah at a moment’s
notice during the branch members’ dialogue to ‘advertise’ the new-found club
which has many an enthusiastic member,
one being Christopher Chong L ye Sun
who could not seem to stop asking questions during the session with several Council Members.
Yeoh then told the members present that
the club members met every second and
fourth Thursday at 8 pm in a rented bungalow (Northam Edu-Park opposite MBf
Building, 58 Jalan Sultan Ahmad Shah

Northam Road, Penang), adding that many
of them had learnt to be more confident of
themselves through the training and practice acquired during those meetings.
“Last time, I couldn’t introduce anything
in front of crowd without preparation, but
now I can do it. I hope to get better with
time,’’ he added.
Yeoh said the idea to set up the club was
conceived when one of MIA’s Penang committee members Ng Swee Weng was pumping iron in a gymnasium.
“It was Ng and Khoo Thean Huat’s
(YMCA Penang’s Toastmasters Club mentor) brainchild. From then, he asked Ms
Loh (staff in Penang MIA office) to send
out an e-mail asking if anyone was interested in joining the club. That was how it
started,’’ Yeoh recollected.
Club Vice President, Education, Chan
Choung Yau said they were complete strangers then, although they were MIA members. Later, they became good friends.
‘We learnt about each other through
sharing of thoughts, feelings and experiences during Toastmasters meetings. It is
a good experience,’’ he shared.
Charter member Wong Wai Lim said he
was a Toastmasters member 12 years ago,
but gave up when he became too busy with
his work.
“It’s good to resume this activity,’’ he
added.
Yeoh said many of the members join the
club to improve on communication and
leadership skills. However, he noted that
there were those who talked too much, and
came here to learn to ‘abbreviate’ their
thoughts within a given time frame.

“Brevity is the soul of wit.”
~ Shakespeare ~

Penang MIA Toastmasters members having a chat … (L to R) : Chun Lian Chooi,
Wong Wai Lim, Samantha Lo, Chan Choung Yau and Albert Yeoh
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“We get together and learn in a friendly
atmosphere, so as to become better communicators and reduce stage fright,’’ he
added.
Toastmasters members with certificates
are recognised inter nationally. Other
Toastmasters Clubs in MIA have also been
set up in MIA KL and MIA Sabah.

INSTITUTE NEWS
N A C R A & S A R A WA K B R A N C H

Non-Listed Companies Wanted!

N

ENTRY FORM

on-listed companies have so far
been found to shy away from the
National Annual Corporate Report

Awards (NACRA), a prestigious event that
recognises excellence in annual reporting.
The “Best Annual Report of Non-Listed

Name of Organisation :
Name of Officer :
Designation :
Business Address :

Organisations’’ introduced in 1990 to honour a company or organisation in this category which has achieved overall excel-

Telephone :

Fax :

E-mail :

lence in annual reporting has been left on
the shelf for the last decade.
The heat on this categor y had not

Signature :

Date :

Name of Contact Person (if different from above) :

caught on. That’s why as Secretariat of the

Please note that 25 copies of the Annual Report must be enclosed with the entry form.

event this year, the Malaysian Institute of

Closing date for entries : 31 July 2000

Accountants (MIA) has also taken upon

Note : No participation fee is payable.

itself to invite all non-listed companies, the
public sector and other Malaysian organisations to take part in the awards, which
will be held on 8 November 2000.
The closing date for entries is on 31 July
2000, and should be sent to :

Puan Kalsom Akil
Malaysian Institute of Accountants
Dewan Akauntan
2 Jalan Tun Sambanthan 3
Brickfields, 50470 Kuala Lumpur

SARAWAK BRANCH COMMITTEE
FOR YEAR 2000
Besides holding the challenging portfolio of State Assemblyman and Chairman of
Sarawak Housing Commission, YB Peter Nansian Nguse is also a MIA Council Member
and Branch Chairman.
With the branch office situated in a bigger premise (1st Floor of the Ultimate Professional Centre), YB Peter Nansian, committee members and sub-committees will conduct regular meetings and dialogues at the office and look for ward to the active participation of members in the activities to be organised.

NACRA is jointly sponsored by the MIA,
Malaysian Association of Certified Public
Accountants (MACPA), Malaysian Institute of Management (MIM) and the Kuala
Lumpur Stock Exchange (KLSE).
Its objective is to promote and enhance
the highest standards in the presentation
and reporting of financial and other information, amidst the dynamic developments
in the capital market.
It comprises four awards, namely, the
Overall Excellence Award and two other
categories, namely, Industry Excellence
Award, Presentation Award and Special
Award for Non-Listed Organisations.

Seated (L–R) : David Lau Kiing Yiing, Sibu Chapter; Christopher Ng Kim Teo,
Branch Treasurer; Grace Hii Hui Hing, Branch Secretary; YB Peter Nansian Nguse,
Branch Chairman; David Wong Siew Chow, Branch Vice Chairman and Wong Chie
Bin, Miri Chapter
Standing (L–R) : Ahkim Sarok, Si Kiang Seng, Wan Mohamad Yusop Wan Moss,
Wan Idris Wan Ibrahim, Kalsom Jamil, Wee Hun Been, Simon Tan Cho Khiang
and Ngu Woo Hieng, Bintulu Chapter
June 2000
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S A B A H A N D S A R AWA K B R A N C H N E W S

Sabah Branch Committee
Members Visit Tawau

S

S

for his technical briefing on oil palm research during a visit to the
Golden Hope Research Centre in Tawau

at Shan Shui Golf & Country Club, Tawau

abah Branch Chairman, Michael Tong, presenting a memento
of appreciation to Stephen Yow, Senior Chief Research Officer,

abah Branch Committee Members posing with Tawau chapter sub-committee and members after a Members’ Dialogue

Y

S

Seated (L–R) : Shirley Lee (staff), Soong Mei Wen (Hon. Secretary), Michael Tong
(Chairman), Alexandra Chin (Vice Chairperson), Lucy Read (staff)

Sdn Bhd tiger prawn culture farm in Tawau.
Do you know that a mother prawn can cost

Standing (L–R) : George Bandusena (CM), Zainie Abdul Aucasa (CM), Foo Ngee Kee
(CM), Jacob Pang (Sandakan Representative) Horace Ho (CM), Allen Tong (CM),Thomas

RM300 each and can produce 1.5 million
eggs, two to three times a year? And do you

Chong (CM)
Not in photograph : Ho Yun Kong (Tawau Representative), Chin Chee Kee (Labuan

know that these fries are fed on imported
shrimp eggs (later hatched) costing RM200

Representative), Vincent Pung (CM), Rita Wong (CM), Chua Soon Lan (CM) and Freda
Fung (staff).
CM — Committee Member

a tin? No wonder tiger prawns can fetch no
less than RM30 per kilo!

ear 2000 Sabah Committee members and MIA staff posing in the new Sabah branch
secretariat
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abah Branch Committee Members
‘harvesting’ prawns at the Rightchoice

STUDENTS’ NEWS
U N I V E R S I T I S A I N S M A L AY S I A

THE USM CHALLENGE
On 3 March 2000, several Malaysian Institute
of Accountants (MIA) Council Members and
staff stepped foot on to Universiti Sains Malaysia
grounds to visit its Vice-Chancellor, lecturers
and students. Reason, they knew that USM
students would bombard them with queries on
why their university has yet to receive accreditation for their Bachelor of Accounting degree.
Hazel Ong witnessed how the Council
Members turned the situation around.
ost faces in the university lecture hall stared down. Some
zoomed in on the Council Members as they strolled into
the room. Generally, they were grim. They had the look
of people ready to sit for a major examination.
But it was not an examination they were prepared for. They, the
accounting undergraduates of Universiti Sains Malaysia (USM),
were there to find out whether the degree they have been studying hard to obtain will be recognised by MIA.
So the moment the formalities, which included a power-point
presentation on MIA, ended the students eagerly asked questions
concerning their degree.
The first question came from a freshman, identified only as Boey,
who wanted to know why the Institute after working closely with
USM to draft out the syllabus and textbooks, had still not given
accreditation to the university.
MIA Vice President Soon Kwai Choy, used his communication
skills effectively, he got the crowd laughing, relaxing an otherwise tensed atmosphere with a light-hearted remark : “I guess
there’s no such thing as a free lunch. Now I know why they (USM)
fed us so well earlier. The answer will be coming soon, just like
my name,’’ garnering more laughter from the crowd.
He went on to explain that to recognise a degree was a long
process. He cited the example of another university in which the
graduates had to be interviewed to ensure that their educational
standards qualified with MIA requirements.
Although there were other questions, queries still came back
to the heart of their concern — accreditation.
Proceeding to answer those questions, Soon said, the accreditation issue was now at the final stages of discussion by a special
taskforce.
“We want to be independent. That is why we get outsiders to do
it. All I can say is that the taskforce has given quite a good report. I
hope that within a year I will be able to give you an answer.”
“I’d love to give you an answer now, but it has to take its course.
Some evaluations take four years .… I understand your anxiety,
but it’s a long process,’’ he added.
To a question from an undergraduate who wanted to know what

M
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should he do if USM did not receive the accreditation, Soon said :
“We have to come to the bridge first before we cross it. MIA had
in the past not disapproved of any university yet. We should not
be so pessimistic.’’
At this juncture, Negeri Sembilan and Melaka Branch Chairman
A. Viknesvaran shared his experience as the very first batch of
accounting students in the country.
“I had to graduate first and then finally MIA told me to go back
and do a post-graduate programme (before my qualifications could
be recognised),’’ he said.
One undergraduate who cited an example of a friend in Sarawak
who was still jobless due to the non-recognition of his accounting
degree was advised by Soon to “bear with it’’, as the situation now
was not deliberately brought upon.
Council Member Neoh Chin Wah then chipped in that employers will still employ staff without discriminating those with accreditation and those without.
“All graduates are the same. They only learn after graduation.
We take those who are prepared to go that extra mile. These are
the ones who will go far,’’ he said.
Both he and East Coast Branch Chairman Wong Seng Chong
agreed that they were willing to employ potential accountants who
were good but had yet to receive accreditation for their degrees.
Soon added that there were also accounting graduates out there
with recognised degrees who were still unemployed.
To a question whether the working experience acquired now
would be taken into account for enrolment as a member later,
Soon said, “the Institute will be liberal and consider it, but the
period of experience should be nothing less than six months because during that short span, all a person is required to do is
photocopying”, causing laughter to ring out in the hall.
On whether working experience from abroad was recognised,
Soon reiterated that the Institute adopts a liberal approach, adding that teaching experience in a university was also accepted.
As there was a lull in the questions since most of what the undergraduates wanted to know were answered, Soon then gave

Soon Kwai Choy cutting the ribbon to officiate the opening of
the MIA Bulletin Board in USM

STUDENTS’ NEWS
U N I V E R S I T I S A I N S M A L AY S I A
them some statistics about the profession, among which was the
fact that 38 per cent of members were women.
“Although it is a male-dominated profession, women are catching fast because when we started we had only 12 per cent women.
I wonder, are the boys getting lazier?’’ he asked in jest.
Another ego booster came the way of the students when Council
Member Daniel Chian did a head-count of high achievers. He discovered that most of the undergraduates for the accounting degree scored 3As to 4As in their STPM examination.
“Congratulations for the good results. This shows the accounting degree to Arts students is like a medical degree to Science
students. We are very proud of you,’’ he added, while receiving a
round of applause.
Before the Council members left, Wong who is the Institute’s
pantun expert parted farewell with this very apt piece :

Tumbuk kacang sampai lumat
Buat inti bingka seloyang.
Orang tua kita hormat
Generasi muda kita sayang.
Pound peanuts till they are fine
To make the fillings of bingka seloyang
(a local delicacy)
We respect our elders
We love our young generation.
This gesture won a round of loud applause from the students.
Soon’s closing remarks again had the crowd in stitches when
he commented : “They say accountants are very square, but look
at me I’m very round,’’ adding that, Wong’s pantun skills illustrated that accountants also had many talents besides getting the
finances of an organisation right.
Whether it was the slight comedy thrown in between, or the wellprepared answers given by the Council members, undergraduates
who at first seemed a wee bit confrontational, left the lecture hall
with smiling faces and were, hopefully, reassured of their future.

Intellectual Exchange
BY HAZEL ONG

P

ractising accountants who are MIA members have been
invited to give lectures at the Universiti Sains Malaysia
(USM), Penang, as an effort to ensure the accountancy
degree offered by the institution of higher learning is credible
and relevant to industry standards.
This was one of the conclusions made when the Institute’s Council members visited USM’s Vice-Chancellor Dato’ Professor Ishak
Tambi Kecik on 3 March 2000.
The proposal came up when Prof. Ishak pointed out that it was
sometimes not easy for undergraduates to be taken in by firms
for practical training.
“We know there are too many of them and it is difficult for the
industry to accept them. So I think we should invite corporate
people to give formal lectures. This will be good for the Institute
and students,’’ he said.
Vice President Soon Kwai Choy, who headed the delegation
from the Institute, supported the idea, adding that perhaps some
senior Penang members could sit in during classes to know what
was actually being taught in the syllabus.
Soon said besides the foreign assessors, examiners and university associates, USM should consider making the Institute’s members as evaluators too.
He added that presently MIA is the only professional body in
the world that take in university lecturers to work for them during their sabbatical leave.
“We do it in modules of three months. They go on sabbatical
leave and still get paid while working in MIA. We also sponsor
some of these lecturers for seminars. We have been proactive in
ensuring that our relationship with institutions of higher learning remains good,’’ he said.
While having tea with the students and lecturers later, Council members Neoh Chin Wah and Wong Seng Chong explored ways as to how
they could contribute towards lecturing in the local universities.
Neoh said : “There are times when difficult situations occur
and we find solutions to problems, but we never write them down.
These makes good case studies which you can never learn them
from textbooks.”
“Unfortunately, we didn’t jot them down. In future, we will try
to do so, especially the solutions.’’

USM students preparing themselves to ask Council members
on their accreditation status

“When does a person decide to
become an accountant?
When he realises he doesn’t have the
charisma to succeed as an undertaker.”
~ Author Unknown ~

Council member, Neoh Chin Wah, chatting with USM lecturers
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Extracts from Press Releases

Thomas E. Jones Elected Incoming Chairman of IASC

T

he IASC Board recently unanimously elected Thomas E.
Jones as the incoming Chairman of the International Ac-

counting Standards Committee (IASC).
Jones will serve as Chairman beginning 1 July 2000 and will see

the IASC through to the establishment of the restructured IASC
Board currently expected to occur at the beginning of next year.
Under the present IASC constitution, each Chairman of IASC
serves for a term of up to two-and-a-half years.
He has served for the past two-and-one-half years as vice-chairman and member of the Executive Committee of the IASC Board.
He has been an IASC Board member representing the International Association of Financial Executives Institutes for the past

five years and has nearly 40 years of experience in various aspects of international financial reporting.
Jones has also served as a Trustee of the Financial Accounting
Foundation which oversees the activities of the Financial Accounting Standards Board (FASB) in the United States, as Chairman of
the Financial Executive Institute’s Corporate Reporting Committee, and as a member of the FASB’s Emerging Issues Task Force.
In addition, IASC announced that it has agreed with Sir Bryan
Carsberg, Secretary-General of IASC, an extension of his appointment for a further year after the end of his first term in May 2000.
This will mean that Sir Bryan is in position to help with the transition to the new structure.

Shaping IASC for the Future
IASC Board Approves New Constitution

T

he IASC Board unanimously approved a new constitution for
the restructured IASC.

Stig Enevoldsen, Chairman of IASC commented : “The
Board’s approval of the new constitution is a key step in the
implementation of the new structure through which the IASC
will play an even more central role in developing high quality global accounting standards and bringing about international convergence to those high quality standards.’’

plementation and enforcement of IASC standards and funding.
The proposed new structure has the following main features :
IASC would be established as an independent organisation such
as a foundation. The organisation would have two main bodies,
the Trustees and the Board, as well as a Standing Interpretations
Committee and Standards Advisory Council.
The Trustees would appoint the Board members, exercise oversight and raise the funds needed, whereas the Board would have

The new constitution is based on the restructured organisation

sole responsibility for setting accounting standards.
To become effective, the new constitution also requires approval

recommended in the report, “Recommendations on Shaping IASC
for the Future” (the Report) as approved by the IASC Board in

by a majority of the member bodies of the IASC, 143 professional
accountancy bodies in 104 countries.

December 1999.
The Report sets out the Strategy Working Party’s recommendations

On 24 May 2000, the member bodies will vote on acceptance of
the new constitution. In the meantime, the IASC Nominating Com-

for changing IASC’s structure. It also includes recommendations relating to the objectives and strategy of IASC, IASC’s due process, im-

mittee continues to work on selecting the initial Trustees of the
restructured IASC.

IASC Publishes International Discussion Paper on Leases
he Staff of IASC published a Discussion Paper entitled

T

IASC last revised its Standard on leasing, IAS 17, Leases, in

“Leases : Implementation of a New Approach.” It presents
a Position Paper that has been developed by the G4+1

1997. That revision was a limited one and addressed only those
matters considered essential to bring the standard in line with

international group of accounting standard-setters and sets out
an agreed approach to the treatment in financial reporting of

other standards and make it suitable for use in financial statements filed in cross-border securities transactions. At the time

leases, which differs in fundamental respects from that which is
required by existing standards of members of the G4+1.

IAS 17 (revised 1997) was approved, the IASC Board agreed to
continue working on a more complete revision of the Standard in
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conjunction with other standard setters.

receivable from the lessee) and residual interests as separate
assets, since they are subject to quite different risks. The

IAS 17 requires radically different accounting (both in the lessee’s and the lessor’s financial statements) for transactions clas-

amounts reported as financial assets by lessors would, in general, be the converse of the amounts reported as liabilities by

sified as finance leases and those classified as operating leases.
In the financial statements of lessees, a finance lease will result in
the recognition of an asset and an obligation for the leased asset
and related financing. However, the same transaction structured
as an operating lease will not give rise to either an asset or liability and the regular lease payments are recorded as they are in-

lessees.
Sir Bryan Carsberg, IASC Secretary-General, welcomed the
publication of the 2000 Discussion Paper, noting that :
“ … there is a significant international leasing industry,
covering everything from cars to aircraft. Finance compa-

curred. A lessor in a finance lease records the asset associated
with the lease receivables; under an operating lease this asset is

nies often operate in many markets around the world, taking advantage of variations in interest rates, tax regula-

not recognised.
Accounting for leases was the subject of a previous G4+1 Dis-

tions and, unfortunately, accounting rules.”
“But leasing is a very flexible form of finance. The chal-

cussion Paper entitled “Accounting for Leases : A New Approach”,
which was published in 1996. The 1996 Discussion Paper, which

lenge for IASC and national standard setters is to capture
the effects of flexibility in the assets and liabilities recorded

dealt mainly with accounting by lessees, concluded that the distinction between operating leases and finance leases that is re-

by lessees and lessors. The approach proposed in this Paper
is that lessees and lessors would each account for the rights

quired by existing accounting standards is arbitrary and unsatisfactory. The main deficiency noted in the 1996 Discussion Paper

and obligations that arise from all the contracts they have
entered into.

is that existing standards do not provide for the recognition in
lessees’ balance sheets of material assets and liabilities arising

“The existing model adopted by all G4+1 members is very
much an ‘all or nothing’ approach and users have expressed

from operating leases. How leases are classified has important
implications, e.g. for reported levels of indebtedness, debt-to-eq-

support for treating operating leases and finance leases more
consistently in financial statements for some time. The prac-

uity ratios, return on assets employed and interest coverage. The
1996 Discussion Paper suggested that the comparability (and
hence usefulness) of financial statements would be enhanced if
the present treatment of operating leases and finance leases were

tice of structuring leases to avoid showing leased assets and
the resulting liabilities on the balance sheet is a natural
consequence of a standard that draws a bright line between

replaced by an approach that applied the same requirements to
all leases.

similar transactions. The G4+1 Discussion Paper is the next
step in IASC’s consideration of a new Standard on leases. If

The new Discussion Paper develops the approach proposed in
1996. It explores the principles that should determine the extent

we can achieve convergence on matters of principle in this
significant area, I believe that global capital markets will

of the assets and liabilities that lessees and lessors would recognise under leases, and how those principles might be applied in

have been well served by the G4+l’s efforts.”
“However, a change in lease accounting would have wide-

new accounting standards to account for many of the complex
features that are found in lease contracts (such as options, con-

ranging effects and IASC will listen to comments on the Discussion Paper, consult widely and co-operate with national

tingent rentals and residual value guarantees). The main recommendations are as follows :

standard setters in the course of deciding what further action to take.”

n For lessees, the objective should be to record, at the beginning
of the lease term, the fair value of the rights and obligations
that are conveyed by the lease.

All the organisations that participate in the G4+1 have agreed
to publish the Position Paper in their own jurisdictions. They will
consider, in the light of comments received in response to the

n Leases that are at present characterised as operating leases (and
therefore not included in the balance sheet) would give rise to

Position Paper, whether its proposals should form a basis for developing new accounting standards. The IASC Board is expected

assets and liabilities — but only to the extent of the fair values
of the rights and obligations that are conveyed by the lease.

to receive a report on the comments received at its meeting in
October 2000.

Thus where a lease is for a small part of an asset’s economic
life, only that part would be reflected in the lessee’s balance
sheet.
n The fair value of the rights obtained by a lessee would in general be measured as the present value of the minimum payments
required by the lease, plus any other liabilities incurred.
n Lessors should report financial assets (representing amounts
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Note : Copies of the G4+1 Discussion Paper, Leases : Implementation of a New Approach, are available at £15 each from IASC’s
Publications Department, 166 Fleet Street, London EC4A 2DY,
United Kingdom, Tel : +44 (020) 7427-5927, Fax : +44 (020) 73530562, e-mail : publications@iasc.org.uk Internet website : http://
www.iasc.org.uk
June 2000
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IASC’s Standing Interpretations Committee (SIC) Issues
Two Draft Interpretations

T

he SIC has published two new Draft Interpretations to
clarify accounting issues under International Accounting

Standards.
The Draft Interpretations are :
n SIC-D22, Business Combinations — Subsequent Adjustment of
Fair Values and Goodwill Initially Reported
The Draft Interpretation addresses the treatment of adjustments
to identifiable assets and liabilities and to goodwill made to recognise identifiable assets and liabilities (other than those related to
income taxes) that previously did not satisfy recognition criteria
and made to reflect additional evidence of the amounts initially assigned in accounting for an acquisition under the purchase method.
The SIC agreed that such adjustments should be determined
as if the newly assigned values had been used from the date of
the acquisition. The net amount of adjustment to the carrying
value of identifiable assets and liabilities and the adjustment to
the carrying value of goodwill or negative goodwill, when applicable, should be accounted for as income or expense of the period in which the adjustment is made. As a result, the adjustments
to identifiable assets and liabilities and to goodwill may be included
partially or fully in net profit or loss in the period of adjustment,
depending on the circumstances.
n SIC-D23, Property, Plant and Equipment — Major Inspection
or Overhaul Costs
The SIC agreed that the costs of a major inspection or overhaul
of property, plant and equipment occurring subsequent to the
acquisition of that property, plant and equipment are generally
expensed. However, such costs would be capitalised when the
enterprise has separately identified a component of the asset representing the major inspection or overhaul and has already depreciated that component to reflect the consumption of benefits
which are replaced or restored by the major inspection or over-

haul, it is probable that future economic benefits associated with
the asset will flow to the enterprise, and the cost of the major
inspection or overhaul can be measured reliably. The SIC reasoned that assets which are purchased and are already in working condition for their intended use may contain an inherent component attributable to a major inspection or overhaul. This inherent component can be quantified based on the current cost of the
expected inspection or overhaul. The approach is consistent with
both IAS 16, 27 and Example 11B in Appendix C to IAS 37, Provisions, Contingent Liabilities and Contingent Assets and would be
applied in the circumstance described in Example 11B.
Commenting on the new Draft Interpretations, Paul Cherry,
Chairman of the Standing Interpretations Committee, said :
“In applying the purchase method to a business combination, an enterprise may find that, in limited circumstances,
a final determination of the amounts assigned to the identifiable assets and liabilities acquired cannot be made at
the time the transaction is initially accounted for. The Draft
Interpretation on Business Combinations addresses how a
subsequent adjustment to identifiable assets and liabilities
and to goodwill would be determined, and how the adjustment would be presented in the financial statements.”
“The Draft Interpretation on major inspection or overhaul
costs explains the limited circumstances in which it would be
appropriate to capitalise such costs. These circumstances involve the separate identification of a component of the asset representing the major inspection or overhaul and separate depreciation of that component to reflect the consumption of benefits which are replaced or restored by the major
inspection or overhaul. In addition, several other criteria relating to asset recognition would apply.”

Two New Interpretations

T

he SIC has published two new Interpretations to clarify

equity and result in a net increase or decrease to equity. Typical ex-

accounting issues under International Accounting Standards. The new Interpretations are :

amples of equity transactions subject to the Interpretation would include the issuance of common shares for cash and the acquisition by

n SIC-17, Costs of an Equity Transaction
The SIC agreed that transaction costs, defined as incremental ex-

an enterprise of its own equity instruments. Costs of a stock exchange
listing of shares already outstanding, a secondary offering of shares,

ternal costs directly attributable to an equity transaction, should be
accounted for as a deduction from equity. The Interpretation applies
to transactions involving the issuance or acquisition of instruments
of the reporting enterprise that are classified by that enterprise as
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a share split, or a stock dividend would not be considered costs of an
equity transaction subject to the Interpretation.
n SIC-18, Consistency — Alternative Methods
The SIC agreed that if more than one accounting policy is avail-

I N T E R N AT I O N A L N E W S
IASC

able under an International Accounting Standard or Interpretation, an enterprise should choose and apply consistently one of
those policies unless the Standard or Interpretation specifically
requires or permits categorisation of items (transactions, events,
balances, or amounts) for which different policies may be appropriate. If a Standard requires or permits categorisation of items,
the most appropriate accounting policy should be selected and
applied consistently to each category. Additional guidance on the
application of the Interpretation to specific choices available under IAS is provided in an appendix.
The Interpretations were approved by the IASC Board at its
last meeting in December, All Interpretations issued by SIC are
part of the binding International Accounting Standards literature.
SIC-17 becomes effective for annual financial periods beginning
on or after 30 January 2000 and SIC-18 becomes effective for annual financial periods beginning on or after 1 July 2000.
Commenting on the new Interpretations, Paul Cherry, Chairman of the Standing Interpretations Committee, said :
“The role of International Accounting Standards in today’s
capital markets is ever increasing. The SIC’s interpretation on·
accounting for the costs of an equity transaction will require
consistent accounting for the costs of accessing those markets
through the issuance of shares and other equity instruments.”

“The SIC’s Interpretation on alternative methods of accounting provides guidance on the manner of exercising the choice of
methods available under certain International Accounting Standards. This Interpretation requires consistency by applying a single appropriate accounting method to transactions or a category of transactions, as the relevant Standard may determine.
This Interpretation follows two similar Interpretations which
dealt with specific cases of alternative accounting policies, SICI, Consistency — Different Cost Formulas for Inventories, and
SIC-2, Consistency — Capitalisation of Borrowing Costs.”
Note : Copies of Draft Interpretations SIC – D22, D23, 17 and
18 will be mailed to subscribers to IASC’s ‘SIC Interpretations
Subscription Package’ and to subscribers to the IASC ‘Comprehensive Package’ services. The SIC publications include a
loose-leaf binder containing Draft and Final SIC Interpretations,
the SIC Operating Procedures, a member list and other additional information. Detailed information on subscription services and on ordering other IASC publications can be obtained
from IASC’s Publications Department, 166 Fleet Street, London EC4A 2DY, United Kingdom, Tel : +44 (020) 7427-5927,
Fax : +44 (020) 7353-0562, e-mail : publications@iasc.org.uk
Internet website : http://www.iasc.org.uk

IASC Approved IAS 40, Investment Property
t its meeting in Sao Paulo, Brazil on 13-17 March 2000, the

A

to the other model should be made only if the change will result

IASC Board approved IAS 40, Investment Property, based
on principles approved by the Board in December 1999.

in a more appropriate presentation. The Standard states that this
is highly unlikely to be the case for a change from the fair value

Investment property is property (land or a building — or part
of a building — or both) held (by the owner or by the lessee un-

model to the cost model.
In exceptional cases, an enterprise that has chosen the fair value

der a finance lease) to earn rentals or for capital appreciation or
both, rather than for :

model may conclude that it cannot determine the fair value of an
investment property. In such cases, the enterprise measures that

n Use in the production or supply of goods or services or for ad-

investment property using the benchmark treatment in IAS 16
until the disposal of the investment property. The residual value

ministrative purposes; or
n Sale in the ordinary course of business.

of the investment property should be assumed to be zero. The
enterprise measures all its other investment property at fair value.

Under IAS 40, an enterprise must choose either :

IAS 40 is effective for periods beginning on or after 1 January
2001. However, earlier application is encouraged. Further, it was

n A fair value model : investment property should be measured
at fair value and changes in fair value should be recognised in
the income statement; or

decided that when IAS 40 comes into force, IAS 25, Accounting
for Investments, ceases to have effect.

n A cost model (the same as the benchmark treatment in IAS 16,
Property, Plant & Equipment) : investment property should be
measured at depreciated cost (less any accumulated impairment
losses). An enterprise that chooses the cost model should disclose the fair value of its investment property.
The Standard requires that an enterprise should apply the model
chosen to all its investment property. A change from one model
June 2000
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MAAA NEWS
HOW TO BE AN EFFECTIVE PUBLIC SPEAKER
Incorporation
and Aim
The Malaysian Association of Accounting
Administrators (MAAA)
MALAYSIAN ASSOCIATION
was incorporated in
OF ACCOUNTING ADMINISTRATORS
1990 with limited liability under Section 16(4) of the Companies Act,
1965 in recognition of the two-tiered nature of the
accountancy profession. MAAA (previously
known as Malaysian Association of Accounting
Technicians) is a company sponsored by the
Malaysian Institute of Accountants (MIA).

Main Objectives
•

•

•

To provide a qualification to be known as Accounting Technicians/Administrators for persons employed on duties customarily undertaken by assistants to accountants registered
with the MIA.
To provide an organisation and membership
for such persons who are desirous of acquiring such qualification and persons who are
granted such qualification.
To promote in the public interest the technical competence of such persons engaged in
positions and performing the functions of
accounting technicians/administrators.

Council Members (1999/2000 Term)
Elected Members
Izhar Abd Kahar
(President)
Koo Yew Fook, Allan
(Vice President)
Chin Wah Yin
Hanapi Rasol
Kasim Darus
Lim Ah Leck
Low Han Men, Aric
Mahadevan s/o Gengadaram
Mok Kam Seng
Panneer Selvam
YM Raja Noorhana bt Raja Harun
Yong Yoon Kee
MIA Nominated Members
Chian Ngook For, Daniel
Lam Kee Soon
Yue Sau Him

Secretariat Office
Malaysian Association of Accounting Administrators
Dewan Akauntan, 2 Jalan Tun Sambanthan 3,
Brickfields, 50470 Kuala Lumpur.
Tel : 03-2274 5055 or Fax : 03-2274 1783
e-mail : maaa@mia.org.my

Editor for MAAA News : Low Han Men, Aric
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W

hen we are called upon to speak in front of a gathering or our business
colleagues, or asked to represent our organisation in front of the media,

do we communicate our ideas and thoughts effectively? Or do we become tongue-tied, nervous, and worry about misrepresenting ourselves and our
business or even suffer stage-fright or embarrassment in the process?
Effective communication or for that matter, being a good speaker, can make an
impact on one’s business success.
The Association held its second monthly evening talk recently, on Public Speak-

ing — “What it Takes to be a Good Speaker” — to help members develop techniques to improve their on-the-job public speaking skills.
Rayhel M. Mathews, a much sought after emcee for public functions hosted by
the ministries and organisations, was our guest speaker for the evening. She noted
that too often our speaking sounds very much like writing (reading). A wonderfully
written speech does not necessarily translate into a wonderful speech when it is
delivered (spoken). Why is this so? Rayhel emphasised that public speaking should
sound more conversational and more dynamic (interactive) if we are to solicit the
right kind of response and hold their attention for what we want to speak on.
Hence, when we speak, what really matters are :
i

How we look when we stand up and speak

ii

How we say what we have to say

iii

What we say

From her own experience, the key to being a good public speaker can be found
in the 3Ps :
PREPARE : Know your subject and audience
PLAN : Outline and organise your ideas and thoughts
PRACTICE : Rehearse, rehearse and rehearse!
In addition, she gave some tips (dos and don’ts) on being a more polished speaker :
• Always arrive early and manage your time well.
• Dress smartly — first impressions are lasting impressions, shine your shoes.
• Use relaxing techniques.
• Get names correct.
• Think on your feet.
• Smile and have eye contact with the audience.
• Appropriate opening salutation.
• Maintain steady pace and use up and down movements with purpose.
• Don’t use racial and gender biased jokes/comments.
• Don’t be cocky and overconfident.
• Don’t talk down to the audience.
• Don’t use stilted accents.
• Don’t rush through speech/script.
• Never lie if you don’t know the answer — opt to revert by checking.

Evening Talk for the Month of May
n Protocol Practices in Malaysia
12 May 2000 (by En. Hashim bin Hassan, PM’s Department)
For enquiries on the Evening Talks, please contact the MAAA Secretariat.
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HOW TO BECOME A MEMBER OF THE
MALAYSIAN INSTITUTE OF TAXATION
Benefits and Privileges of
Membership

ence in practice relating to taxation matters approved by the Council after admission as a li-

The principal benefits to be derived from membership are :

censed accountant of the MIA under the Accountants Act, 1967.

1 Members enjoy full membership status and
may elect representatives to the Council of the Institute.

7 Any person who is authorised under sub-section (2)/(6) of Section 8 of the Companies Act, 1965 to act as

2 Status attaching to membership of a professional body deal-

an approved company auditor without limitations or conditions.

ing solely with the subject of taxation.
3 Supply of technical articles, current tax notes and news from
the Institute.
4 Supply of the Annual Tax Review, together with the Finance Act.
5 Opportunity to take part in technical and social activities organised by MIT.

Qualification Required For Membership
There are two classes of members, namely, Associate Members and Fellows. The class to which a member belongs is herein
referred to as his status. Any Member of MIT so long as he remains a Member may use after his name in the case of a Fellow,
the letters FTII and in the case of an Associate, the letters ATII.

Associate Membership

8 Any person who is granted limited or conditional approval
under sub-section (6) of Section 8 of the Companies Act, 1965
to act as an approved company auditor.
9 Any person who is an approved Tax Agent under Section 153
of the Income Tax Act, 1967.

Fellow Membership
1 A Fellow may be elected by the Council provided the applicant has been an Associate Member for not less than five years
and in the opinion of the Council he is a fit and proper person
to be admitted as a Fellow.
2 Notwithstanding, Article 8(1) of the Articles of Association, the
First Council Members shall be deemed to be Fellows of MIT.

Application of Membership

1 Any person who has passed the Advanced Course examination

Every applicant shall apply in a prescribed form and pay pre-

conducted by the Department of Inland Revenue and who has
not less than five years practical experience in practice or em-

scribed fees. The completed application form should be returned
accompanied by :

ployment relating to taxation matters approved by the Council.
2 Any person whether in practice or in employment who is an
advocate or solicitor of the High Court of Malaya, Sabah and
Sarawak and who has had not less than three years practical
experience in practice or employment relating to taxation
matters approved by the Council.
3 Any Registered Student who has passed the examinations
prescribed (unless the Council shall have granted exemptions
from such examinations or parts thereof) and who has had not
less than five years practical experience in practice or employment relating to taxation matters approved by the Council.
4 Any person who is registered with MIA as a Registered Accountant and who has had not less than two years practical
experience in practice or employment relating to taxation
matters approved by the Council after passing the examination specified in Part 1 of the First Schedule or the Final Examination of The Association of Accountants specified in Part
II of the First Schedule to the Accountants Act, 1967.
5 Any person who is registered with MIA as a Public Accountant.
6 Any person who is registered with MIA as a Licensed Accountant and who has had not less than five years practical experi-

1 Certified copies of :
a) Identity Card.
b) All educational and professional certificates in support of
your application.
2 Two identity card-size photographs.
3 Fees :
Fellow

Associate

(a) Admission Fee :

RM300

RM200

(b) Annual Subscription :

RM145

RM120

Every member granted a change in status shall thereupon pay
such additional fees for the year then current as may be prescribed.
The Council may at its discretion and without being required
to assign any reason reject any application for admission to membership of the Institute or for a change in the status of a Member.
Admission fees shall be payable together with the application
for admission as members. Such fees will be refunded if the application is not approved by the Council.
Annual subscription shall be payable in advance on and thereafter annually before 31 January of each year.
June 2000
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MASB’S APPROVED ACCOUNTING STANDARDS
The Malaysian Accounting Standards Board (MASB) has issued six approved accounting standards
for application in relation to financial statements for accounting periods
commencing on or after 1 January 2000.*
The approved accounting standards referred to above are as follows :

MASB 8

Related Party Disclosures

MASB 9

Revenue

MASB 10

Leases

MASB 11

Consolidated Financial Statements
and Investment in Subsidiaries

MASB 12

Investment in Associates

MASB 13

Earnings per Share

A summary of MASB 11, 12 and 13 are as follows :

MASB 11 Consolidated Financial

operates under severe long-term restrictions which would
significantly impair its ability to transfer funds to the parent.
In addition to providing guidance on consolidation procedures,
the Standard also deals with the acquisition or merger and disposal of subsidiary and provides additional guidance for changes
in stakes and changes in composition of a group.
With regard to investments in subsidiaries in a parent’s separate financial statements, the standard states that in a parent’s
separate financial statements, investment in subsidiaries that are
included in the consolidated financial statements should be carried at cost or revalued amounts. This defers from IAS 27 which
provides as an option, the use of equity method. Further unlike
the treatment in IAS 27, the standard also states that investment
in subsidiaries that are excluded from consolidation should be

Statements and Investments in
Subsidiaries

accounted for in the parent’s separate financial statements in accordance with MASB Approved Accounting Standard IAS 25, Ac-

MASB 11, Consolidated Financial Statements and In-

Associates or in accordance with IAS 39, Financial Instruments :
Recognition and Measurement under IAS 27.

vestments in Subsidiaries supersedes IAS 27, Consolidated Financial Statements and Accounting for Investments in Subsidiaries.
The standard should be applied in :
n The preparation and presentation of consolidated financial statements for a group of enterprises under the control of a parent.
n In accounting for investments in subsidiaries in a parent’s separate financial statements.
The standard states that :
i

n principal activities of the subsidiary; and
n the effect of acquisition and disposal of subsidiaries on the financial position at the reporting date, the results for the reporting period and on the corresponding amounts for the preceding period.

MASB 12 Investment in Associates

sidiary of another parent incorporated in Malaysia, should
present consolidated financial statements. A parent that is a

MASB 12 supersedes IAS 28, Investment in Associ-

wholly owned subsidiary, however, will have to disclose the
reasons why it has not been consolidated, the bases on which

ates issued previously by the professional accountancy
bodies. The Standard should be applied in accounting

subsidiaries are accounted for, as well as the name and registered office of its parent that publishes consolidated finan-

by an investor for investments in associates. Associate is defined in the standard as “an enterprise in which

A parent which issues consolidated financial statements
should consolidate all subsidiaries, foreign and domestic, regardless of the extent of ownership interest other than when
control of a subsidiary is intended to be temporary or if it
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Finally, the disclosure requirements of the Standard is similar
to IAS 27 except, that it requires additional disclosure on the:

A parent, other than a parent that is a wholly owned sub-

cial statements.
ii

counting for Investments, rather than the options of cost, equity
method as described in IAS 28, Accounting for Investments in

Akauntan Nasional June 2000

the investor has significant influence and which is neither a subsidiary nor a joint venture of the investor.”
* This write-up is a continuation of the previous one which appeared in
the April 2000 issue of Akauntan Nasional.

COLUMNS
MASB

The existence of significant influence by the investor is evidenced in one or more following ways :
n representation of the Board of Directors or equivalent governing body of the investee
n participation in policy making process
n material transaction between investor and investee
n interchange of managerial personnel

MASB 13 Earnings per Share

M

ASB 13 supersedes MAS 1, Earnings Per Share which
was previously adopted by the MASB as an approved

accounting standard. This Standard should be applied
by enterprises whose ordinary shares or potential ordinary shares
are publicly traded and by enterprises that are in the process of
issuing ordinary shares or potential ordinary shares in public

n provision of essential technical information

securities market. However, for an enterprise which discloses
earning per share but has neither ordinary shares nor potential

The Standard states that an investment in an associate should
be accounted for in consolidated financial statements under the

ordinary shares publicly traded, the enterprise should calculate
and disclose earnings per share in accordance with this stand-

equity method. However, when the investment is acquired and
held exclusively with a view to its disposal in the near future, it

ard. Further, when both parent and consolidated financial statements are presented, the information called for by this standard

should be accounted for under the cost method. However, an investor should discontinue the use of equity method when:

need be presented only on the basis of consolidated information.

n it ceases to have significant influence in an associate but retains, either in whole or in part, its investment

Basic EPS is derived by dividing the net profit or loss (after tax,
minority interest, preference dividends and extraordinary items)
for the period attributable to ordinary shareholders by the weighted

n the use of equity method is no longer appropriate because the

average number of ordinary shares outstanding during the period.

associate operates under severe long-term restrictions that significantly impair its ability to transfer funds to the investor.

Diluted EPS is calculated by dividing the net profit or loss at-

The carrying amount of the investment at the date should be
regarded at cost.
An investment in an associate that is included in the separate
financial statements of an investor that issues consolidated financial statement should be carried at cost or revalued amounts under the accounting policy for long term investment. IAS 28 in contrary, requires that investment in an associate should be either:
n carried at cost or revalued amounts;
n accounted for using the equity method;
n accounted for as available-for-sale financial assets as described
in IAS 39.
However, the investor (except where it is a parent which is itself a wholly owner subsidiary of another parent incorporated in
Malaysia) is required to disclose in the notes to the accounts,
what would have been the effect had the equity method been applied.

tributable to ordinar y shareholders by the weighted average
number of ordinary shares outstanding adjusted for the effects
of all dilative potential ordinary shares. For outstanding share
options, MASB 13 adopts the position that the additional shares
assumed to be issuable are issued for nil consideration thereby
affecting only the adjustment to the denominator in the computation. Hence, it removes the element of subjectivity involved in the
assumed earnings to be used in adjusting the numerator.
In addition to the above, MASB 13 prescribes that EPS calculations are not adjusted for changes in the capital structure which
occur after the balance sheet date but before the issuance of the
financial statement. This is to ensure that such transactions do
not affect the amount of capital used for to produce the net profit
or loss for the period. Basic and diluted EPS for all periods should
be adjusted for the effects of fundamental errors resulting from
change in accounting policies as well as the effects of business
combination which is a uniting in interest.
Both basic and diluted EPS, even though the amount is nega-

Additional disclosures required by the standard are as follows :

tive, should be presented on the face of the income statement,
with equal prominence for all periods presented and for each class

n Investor’s share of profits or losses and taxes of such investment to be disclosed as a separate line item in the income state-

of ordinary shares that has a different right to share in the net
profit for the period.

ment

Disclosures are required in respect of :

n Investor’s share of any extraordinary or prior period items

n amount used as numerators and denominators

n Investor’s share of items of income and expenses included in
the share of profit before taxes of the associates of such size,

n adjustment made to the previous periods’ basic and diluted EPS

nature or incidence as set out by other MASB standards.

as a result of capitalisation or bonus issue or share split.
n any changes in the capital structure after the balance sheet date
but before the issuance of the financial statement if the nondisclosure would affect the ability of users of the financial statement to make proper evaluation and decisions.
June 2000
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PRESS RELEASES
Securities Commission
Introduces New Facility for
Technical Enquiries

T

he Securities Commission (SC) is pleased to announce

and clearing houses, and regulating all persons licensed under
the Securities Industry Act 1983 and Futures Industry Act 1993.
More information about the SC is available at its website at
www.sc.com.my. Members of the press seeking assistance may
contact the Corporate Affairs Department at 03-654 8513 or 03654 8625, or fax 03-651 5078 or e-mail : cau@seccom.com.my

the establishment of a Technical Reference Panel (TRP).
The formation of the TRP represents the formalisation

of the SC’s current system for dealing with public enquiries on
technical matters and is in line with the SC’s policy to be open

Securities Commission (SC)

and consultative with members of the public.

w.e.f 1 January 2000

matters relating to the SC’s policies and guidelines on issue/of-

T

fer of Securities, Unit Trust Guidelines, securities laws, licensing

towards disclosure-based regulation (DBR).

Members of the public may seek clarification from the TRP for

policies and procedures.

he SC has amended the “Policies and Guidelines on Issue/
Offer of Securities” to further facilitate the progressive move

The focus of the current revisions is generally on the liberalisa-

To refer to the TRP, members of the public should first access

tion of the requirements on pricing of securities, valuation of as-

the list of frequently-asked-questions (FAQs) on the SC website

sets and utilisation of proceeds. Under phase 2 of the DBR pro-

at www.sc.com.my or request for a faxed copy through the SC’s

gramme, the SC would minimise its assessment in these areas as

Corporate Affairs Department (fax number : 03-651 5078).

long as the broad requirements/guidelines are complied with. A

The list of FAQs currently features three categories : initial
public offerings, reverse take-overs/backdoor listings and requirement for disclosure of interest under Section 99B of the Securities Industry Act 1983. The categories of questions and answers

summary of the revisions are as follows :
i

Pricing of Securities

Changes have been made to the requirements for pricing of
securities under all types of corporate proposals as follows :

will be enhanced from time to time.
In the event that the answer to a particular question cannot be
found on the list of FAQs, a formal enquiry may be submitted in
writing to the TRP via e-mail, fax or post. Contact details are as
follows :
Technical Reference Panel
Securities Commission

• Rights issues
• Special issues/Private placements
• Consideration shares for acquisitions
• Price of warrants/convertibles
• Exercise price of options to employees

3 Persiaran Bukit Kiara

Note : Proposals require prior SC approval, but the listed com-

Bukit Kiara, 50490 Kuala Lumpur

pany has the discretion to determine the issue price subject to

Fax : 03-651 5078

certain conditions.

E-mail : trp@seccom.com.my
Members of the public may continue to refer to the SC’s Corporate Affairs Department for assistance on non-technical enquiries.
The SC of Malaysia, a statutor y body reporting to the Minister

ii

Valuation of Assets

Any revaluation of property assets for the purpose of incorporation into the accounts does not require the approval of SC, except under certain circumstances.

of Finance, was established under the Securities Commission Act
Utilisation of Proceeds

1993. It is the sole regulatory agency for the regulation and de-

iii

velopment of capital markets.

SC would not intervene in the utilisation of proceeds raised from

The SC has direct responsibility for supervising and monitoring the activities of market institutions, including the exchanges
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the issuance of securities as long as the proceeds are utilised for
core-business activities of the listed company.
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However, listed companies are required to disclose in their annual reports the status of the utilisation of proceeds.
In addition, listed companies wishing to issue and list new equity warrants to replace existing equity warrants issued earlier
are requested to make their applications to the SC not later than
30 June 2000. Thereafter, the issue of replacement warrants would

lic listed companies to ensure investors have timely, adequate and
accurate information in order to make well-considered investment
decisions on such companies. KLSE issued Practice Note No.1/
2000 which will take effect on 1 April 2000, pursuant to its Listing
Requirements on Disclosure in relation to Internet-related businesses or E-commerce activities.

not be allowed.
The SC would not hesitate to take stern actions against parties
who are found to be remiss in the carrying out of their due diligence and corporate governance responsibilities.

Practice Note No.1/2000
The minimum requirements for announcements are as follows :
• Details of the relevant business model.

The SC informed that the restrictions on listings on the Second
Board by companies involved in overcapacity sectors would no

• Details of stage of development and details of existing level
of operations.

longer apply.
(For further details, please refer to the SC Press Release dated 30

• Description of the risks and rewards involved.

December 1999.)

• Details of the technical capacity and competence.

10 February 2000

T

he SC said in a statement that the shareholder value creation must be more explicitly recognised in decision making in

After the initial announcement, public listed companies will be
required to make announcements of the progress of such businesses and activities.

Malaysian corporations in order to lay a firm foundation for the
robust growth and global competitiveness of the domestic market.
22 March 2000

S

C reminded the public listed companies to uphold the principles of full and fair disclosure when making announcements

and statements on their intended venture into Internet business.

Kuala Lumpur
Stock Exchange
22 March 2000

T

he KLSE has informed public listed companies of the criteria for the adjudication process of the KLSE Corporate

Awards. The criteria will broadly include :
• Analysis to determine eligible companies.
• An opinion poll involving a wide range of local and foreign
financial industry professionals and investors.
• An evaluation by the KLSE Corporate Awards Adjudication
Panel comprising distinguished and experienced market participants and representatives from relevant industry associations and groups.
28 March 2000

T

he KLSE is strengthening disclosure requirements for
Internet-related businesses or E-commerce activities of pubJune 2000
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