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F R O M  T H E  E D I TO R

CONTRIBUTION OF ARTICLES

The Akauntan Nasional welcomes original and previously unpublished contributions which are of inte-
rest to accountants, executives and scholars. Manuscripts should cover domestic or international account-
ing 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 reserves the right to
make amendments which may be appropriate prior to publication.

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?
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What a Month!

First, Datuk Seri Dr. Mahathir Mohammad created a commotion on 22 June dur-
ing the closing moments of the UMNO General Assembly. During his closing
speech, which came hard on the heels of his lambasting the lethargic Malays,

Dr. Mahathir shocked the nation and the world with his emotional resignation from
all party positions and the Government. However, Dr. Mahathir later retracted his
resignation upon poignant appeals from party members.

Despite his retraction, political uncertainty set in before Deputy Prime Minister,
Datuk Seri Abdullah Ahmad Badawi (Pak Lah) announced a smooth transition plan
on the following Tuesday the 24th. As a result, the stock market plunged some 3.5
per cent, fuelled largely by selling from foreign investors who, being thousands of
miles away, decided to reduce their portfolios and err on the side of caution. How-
ever, the market managed to kindle a decent technical rebound once it was announced
that the Prime Minister had agreed to stay on until October 2003. But the rebound
was short-lived when news of Worldcom spread like wildfire.

The Worldcom debacle thrust a spoke in the wheel of all global markets, causing stock
markets across the board to plummet in unison. The Kuala Lumpur Stock Exchange
(KLSE) was not spared, of course, and the mood of local confidence following the Prime
Minster’s decision to retain his position until October next year quickly evaporated.

However, the Worldcom scandal is just the latest in a series of corporate frauds, com-
ing hard on the heels of Enron. Since Enron’s eruption in early 2002, the US has been
plagued by blatant cooking of the books to deceive shareholders, poor adherence to
accounting standards and sheer abuse of fiduciary duties by top executives. Although
Enron is the current benchmark for corporate fraud, Global Crossing, Arthur Andersen,
Tyco, Qwest Communications, and Rite have been embroiled in governance messes. Not
to be outdone, Worldcom, the US’s second largest long-distance telecommunications and
data company had falsely reported profits for the last five quarters, writing off some of its
expenses as investments and overstating its earnings to the tune of US$3.8 billion.

As a result of the litany of fraud cases, the country that claims to be a bastion of
corporate governance and transparency has now been stripped of its reputation as a
safe haven for investment. In fact, the Worldcom collapse alone has reduced the value
of global investment portfolios by billions of dollars. Hardly surprising, since Worldcom
is the second largest long distance telephone data services provider in the US and
three times the size of Enron. It is, as the New York Times described it, as if the months
of accounting scandals have finally “hit critical mass”. Notably, California pension fund
CALPERS lost over US$3 billion through investments in Worldcom. Ironically, CALPERS
had pulled out investments from several Asian emerging markets recently, arrogantly
citing lack of transparency and governance as reasons for its exit from Asia.

At the same time, the extent of fraud is inducing prolonged nervousness among
investors. All the worms emerging reluctantly from cans are driving fund managers,
investors and shareholders into a state of shell shock. Government and regulators are

… contined on page 3
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VISION AND
MISSION

MIA’s Vision

• To be a globally recognised

and respected business

partner committed to

nation-building

MIA’s Mission

• To develop, support and

monitor quality and expertise

consistent with global best

practice in the accountancy

profession for the interest

of stakeholders

Malaysian Institute of Accountants
(Established under the Accountants Act, 1967)

MIA BRANCHES

State : Johor
Location : Johor Bahru
Chairman : Soh Siong Hoon, Sam

State : Melaka
Location : Melaka
Chairman : Lee Hin Kan

State : Negeri Sembilan
Location : Seremban
Chairman : Chan Siew Tong

State : Pahang
Location : Kuantan
Chairman : Foo Tui Lee, Joseph

State : Penang
Location : Penang
Chairman : Teh Eng Hin, Steven

State : Perak
Location : Ipoh
Chairman : Soo Yuit Weng

State : Sabah
Location : Kota Kinabalu
Chairman : Alexandra Thien

State : Sarawak
Location : Kuching
Chairman : Tiang Kung Seng, David

MIA CENTRES

State : Kedah & Perlis
Location : Alor Setar
Chairman : Por Lee Tee

State : Kelantan
Location : Kota Bahru
Chairman : Billy Kang

State : Terengganu
Location : Kuala Terengganu
Chairman : Su Lim

also filled with fury. Indeed, an angered US President George Bush labelled the latest scandal
“outrageous,” promising that the authorities would fully investigate and hold people accountable
for misleading not only shareholders but employees as well.

Worse of all, pessimistic observers expect more disasters in the months to come. Further nega-
tive developments along the lines of Enron and Worldcom will erode American equities even more.
As one analyst put it :  “Who is to say that there won’t be another Enron or Worldcom lurking out
there?” Given the lack of visibility, investors are becoming even more nervous, and their skittish-
ness will increase volatility in American stock markets in the months ahead. Given the borderless
and global nature of equity markets, the KLSE will not be immune to wild gyrations in global
markets as a result of negative developments arising in other countries, especially the US.

However, some analysts say that what’s bad for America may be good for Asia. As money flows
out of the US, it has to go somewhere. Why not go to Asia, where economies like Malaysia,
Korea and Thailand have cleaned house tremendously? As an analyst put it, “The risk premium
between (investing in) the US and restructured Asian economies has narrowed tremendously.”

Malaysians can also take heart in our vastly improved corporate governance, which is suffi-
ciently stringent that our companies are unlikely to subject local investors to such shocks. In these
uncertain days, Malaysian investors are well advised to exercise extreme care when making eq-
uity investments. Stick to value, and invest in companies with superior management and strong
balance sheets, analysts caution. But the most important thing is to remain calm in times of volatil-
ity, remain disciplined, manage risk, bottom-fish when others are panic-selling, and take a medium
to longer-term view of the stock market. What goes down must eventually come up.

Editor

AN

EXTENSION OF TIME TO COMPLY WITH THE
REQUIREMENTS RELATING TO DIRECTORS, etc.

In order to aid industry to comply with the following provisions, the Exchange has decided to
extend the deadline for compliance with the same to 30 September 2002 :

Provisions for the Listing Requirements Previous Deadline Extended Deadline

Paragraph 9.27 – Statutory declaration in For financial years For financial years
relation to accounts ending on or after ending on or after

30 June 2002 30 September 2002

Paragraph 15.02 – Composition of the 30 June 2002 30 September 2002
board of directors

Paragraph 15.03(2) – Letter by 30 June 2002 or 30 September 2002 or
independent directors within 14 days of within 14 days of

appointment, which- appointment, which-
ever is the later  ever is the later

Paragraph 15.10(1)(b) – Composition of 30 June 2002 30 September 2002
audit committee – to have a majority of
independent directors

Paragraph 15.10(1)(c) –Composition of 30 June 2002 30 September 2002
audit committee – to have a person who
meets the requirements stated therein

Paragraph 15.19 – Quorum of audit 30 June 2002 30 September 2002
committee

Members are required to update their records accordingly.

NOTICE TO MEMBERS
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local scene

No Restriction on
Trustee Fees, Says SC

THE Securities Commission has an-
nounced that trustees and management com-
panies of unit trust funds would be able to
negotiate on trustee fees without any mini-
mum restriction from 1st July 2002. The new
policy will be introduced via Practice Note
17 of the Guidelines on unit Trust Funds.
With the removal of this restriction, the ne-
gotiation between trustees and management
companies shall be based on, among other
things, the responsibilities of the trustee as
trustee to a unit trust fund and the level of
services the trustee provides

Ernst & Young, Hanafiah
Raslan & Mohamad Teaming Up

ERNST & Young and Hanafiah Raslan &
Mohamad signed a memorandum of under-
standing (MoU) in Kuala Lumpur last month
to combine their practices in Malaysia.

The MoU, which created a local market
leader in the provision of assurance and ad-
visory business services, tax and corporate
finance services, was completed by the end
of June.

According to a press advisory jointly is-
sued by the two companies which was made
available to MIA, the future enlarged firm
would operate under the banner of Ernst &
Young, which would have more than 2,500
employees operating from 15 cities, it added.

Know Your Rights,
Minorities Told

MINORITY shareholders need to know
where their rights come from and how to
exercise them effectively, said Minority
Shareholder Watchdog Group chief execu-
tive officer Yusof Abu Othman recently.

According to Yusof, they can find out
more about their enshrined rights in the
Companies Act 1965, the Securities Com-
mission Act 1993, Securities Industry Act
1983 and the KLSE listing requirements.

“Many minority shareholders may be ig-
norant of their rights or if they know of them,
they do not know how to exercise them ef-
fectively,” Yusof said in his working paper on

An Agenda for Minority Shareholder Protec-
tion and Activism presented at the seminar
on Shareholder Activism in Malaysia — The
Way Forward in Kuala Lumpur last month.

He said Malaysian minority sharehold-
ers were generally ignorant of their rights
and adopted an indifferent attitude as long
as they could ‘swallow’ the oppression.

In addition, many of them were gener-
ally tolerant people and often unaware that
they had been oppressed, he added.

For some shareholders who do decide
to take action, they are often not familiar
with their rights, options and the appropri-
ate channels to air their grievances.

Yusof said minority shareholders could
take up the case when directors repeatedly
failed to perform their fiduciary duties or
when directors continued to fail in protect-
ing the company’s assets and interests.

“They should also complain when the
directors repeatedly commit the company
to loss-making forays,” he said.

Yusof, who lamented that some minor-
ity shareholders did not bother to attend
AGMs or EGMs, also proposed that they
appoint members of the watchdog group
as their proxy to the meetings.

The watchdog group is a non-profit com-
pany. Its founding members are the Em-
ployees Provident Fund, Permodalan
Nasional Bhd, Lembaga Tabung Angkatan
Tentera, Lembaga Tabung Haji and
Pertubuhan Keselamatan Sosial.

Source :  The Star and the New Straits Times,

18 June 2002.

Last MAS Flight from
Subang on June 30

MALAYSIA Airlines will operate its last
commercial flight out of the Sultan Abdul
Aziz Shah Airport in Subang on 30 June.
From 1 July, the airline’s commercial
flights in Subang would be integrated into
its operations at the KL International Air-
port (KLIA) in Sepang.

Passengers and the public are advised
to call 1-300-883000 for further information.

MAS would, however, continue to main-
tain its ticketing office at the Sultan Abdul

Aziz Shah Airport, which would operate
from Mondays to Fridays from 8.30 a.m.
until 5.30 p.m. On Saturdays it would be
opened from 8.30 a.m. to 1 p.m.

Same Person Cannot Hold
Chairman and CEO Posts in

Statutory Bodies
THE posts of chairman and chief execu-

tive officer (CEO) in federal and state statu-
tory bodies cannot be held by the same per-
son under a new decision announced by
the Public Services Department (PSD) in
a move to define the separation of powers.

PSD Director-General Tan Sri
Jamaluddin Ahmad Damanhuri (pic), who
announced this in a circular dated 10 June,
said the post of CEO would be an “open
appointment,” which means that officers
from the private sector could also be ap-
pointed to the posts.

“This will allow more flexibility for the
authorities to appoint and terminate the
services of these officers,” he said, adding
that the decision was with immediate effect.

Jamaluddin said the chairman would be
appointed on a part-time basis and en-
trusted with handling all policy matters at
higher levels while the CEO would stick
to the running of day-to-day affairs and
implementation of policies decided upon
by the Board of Directors.

The chairman has to be appointed by the
respective minister, chief minister or
mentri besar, he said.

“In special circumstances where the chair-
man is also required to carry out the duties
and responsibilities of a CEO, the appoint-
ing authorities will have to seek the approval
of the Federal Government,” he said.

He said the CEO could be seconded to
the post if the officer was from a govern-
ment agency, on temporary transfer if the
officer was from within the organisation or

Akauntan Nasional4 July 2002
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on a contract basis if the candidate was not
a civil servant.

“Appointment of CEOs cannot be made
through promotions or permanent appoint-
ments,” he added.

Jamaluddin said in cases where the serv-
ices of CEOs were not needed before the
expiry of the contract, the statutory bodies
could terminate their services according to
the conditions in the appointment letters.

“If the officers were appointed on se-
condment or temporary transfer, they will
be requested to return to their previous
posts but if they are on permanent trans-
fer, they should be advised to retire.

“If they refuse to retire, they should be
placed in another vacant post which is of
the same grade. If there is no such vacancy,
the authorities should make applications
to the PSD’s organisation development di-
vision to create a post of the same grade
on a personal-to-holder basis,” he said.

Copies of the circular were extended to
the secretaries-general of the various min-
istries, heads of federal departments, state
secretaries, statutory bodies and local
councils.
Source :  The New Straits Times, The Star and

Berita Harian, 16 June 2002.

Bank Negara Appoints
New Deputy

THE Finance Ministry has announced
the appointment of RHB Research Institute
Managing Director Ooi Sang Kuang (pic)
as Bank Negara’s deputy governor.

Ooi, 54, has a Master of Arts (develop-
ment finance)
degree from
the Boston Uni-
versity and a
Bachelor of
Economics de-
gree from
Universiti Ma-
laya. He was at-
tached to Bank
Negara from
1971 to 1984 be-

fore working at several financial institutions
in the country and overseas.

The ministry said in a statement recently
that Ooi would be replacing Datuk Huang
Sin Chen, whose term as deputy governor
has expired.

AMFB is Now Known as
AmFinance

THE finance
company busi-
ness of Arab-

Malaysian Finance Bhd (AMFB) is now
vested into AmFinance Bhd (formerly
known as MBf Finance Bhd)

AMMB Holdings Bhd said in its Press
Release that approval’s had been obtained
to merge the finance company businesses
of AMFB and AmFinance and that a vesting
order of the High Court had been obtained
to that effect.

Accordingly, the finance company busi-
ness of AMFB would be carried out
through AmFinance from today, it added.

Consequent to the merger, AMFB will be-
come an investment holding company and
change its name to AMFB Holdings Bhd.

Companies Face Cut in
Interest Income

CORPORATE customers will be earning
less in interest income on fixed deposits

placed with banks under revised guidelines
by the Association of Banks in Malaysia
(ABM), which will come into effect this
month.

In a circular to its members, the ABM
said corporate clients who currently en-
joyed board rates — fixed deposit rates dis-
played in banking halls — for deposits up
to RM2.5mil would be entitled to such rates
for up to RM1mil only.

Any amount exceeding the threshold will
earn “non-board rates” or market rates,
which are normally lower than board rates.

Existing deposits of more than RM1 mil-
lion would be on non-board rate when the
original fixed deposits were renewed, the
ABM said.

Currently, board rates range from 3.2 per
cent for a one-month deposit to four per
cent for a 12-month tenure.

Bankers said the revision was to reduce the
cost of funding for banking institutions against
the backdrop of rather slow corporate lend-
ing activities. Banks incur higher costs for
deposits they are unable to lend out.

INTERNATIONAL
SCENE

AN

G7 Worried Over Less
Vibrant US Economy

THE Finance ministers from the world’s
rich industrial nations who met in Halifax,
Canada last month were mull over a glo-
bal economy whose mightiest engine is not
firing on all cylinders.

The latest US data have shown a stum-
ble in May retail sales while the once-in-
domitable US dollar has been weakening
— enough to raise questions among the
Group of Seven (G7) finance ministers
about whether US expansion is low on fuel.

Economist, Song Won Sohn of Wells
Fargo Bank was quoted saying that “One
concern for the G7 ministers is that a glo-
bal economic rebound has been largely
predicated upon, and helped by, a revival
in US economic activity, so if US growth is
slowing there are ramifications for the rest
of the world including Japan and Europe’’.

US Treasury Secretary Paul O’Neill told
the National Federation of Independent
Business in June that “the fundamentals of
our economy continue to be strong,’’ but
conceded that there was a mood of
worriment about the durability of the US
recovery from last year’s mild recession.

As O’Neill and fellow ministers from Brit-
ain, Canada, France, Germany, Italy and Ja-
pan meet, part of their task is to help set an
agenda for the 26-28 June gathering of heads
of government from the Group of Eight,
which includes Russia, at a remote Western
Canadian resort in Kananaskis, Alberta.

That means some continuing discussion
about broad issues like how to crimp the
ability of groups that sponsor terrorism to
use the global banking system to move
funds around.

Central bank governors are not attend-
ing the Halifax meeting, so foreign ex-
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AN

occasional paper on “Capital Account Lib-
eralisation and Financial Sector Stability.’’

In their paper, authors Shogo Ishii and
Karl Habermeier note that countries can
benefit from access to international capi-
tal markets.

They said orderly capital account liberali-
sation could stimulate desirable changes in
a country’s financial system, citing for exam-
ple, capital account liberalisation, which
could help foster competition in the provi-
sion of financial services and be particularly
important for small domestic markets.

“Countries will therefore want to pro-
ceed with both capital account liberalisa-
tion and financial sector development and
reform in accord with those principles, and
can accelerate the liberalisation process as
they develop the ability to effectively man-
age the risks associated with international
capital flows,’’ Ishii and Habermeier said.

Particular attention must be given to
ensuring that the exchange rate regime is
consistent with other macroeconomic and
structural policies before lifting controls
that may be helping to underpin an other-
wise unsustainable exchange rate policy.

Other principles advocated by Ishii and
Habermeier to guide liberalisation are :

� Specific financial sector reforms that sup-
por t and reinforce macroeconomic
stabilisation should be given priority in
implementation.

� Financial sector reforms that are opera-
tionally linked and mutually reinforcing
should be implemented together.

� Prudential regulation and supervision and
financial restructuring policies should be
implemented to complement other finan-
cial reforms aimed at enhancing competi-
tive efficiency and market development, in
order to help manage risks in liberalisa-
tion, and foster financial sector stability.

� The liberalisation of capital flows by instru-
ments or sectors should be sequenced to
take into account the concomitant risks.

� The pace of reforms should take into ac-
count the conditions relating to the finan-
cial structure of non-financial corpora-
tions and other entities (for example
debt-equity ratios, foreign currency ex-
posure) and their effects on the quality
of the loan portfolios and capital base of
financial institutions.

KPMG Consulting Buys
Ex-affiliates

KPMG Consulting Inc was reported in
June as having the intention to buy
former parent KPMG International’s
Swiss, Austrian and German consulting
units for US$685mil, including debt, in a
long-expected move to establish itself in
Europe.

KPMG Consulting, which went public
last year after splitting from accounting
firm KPMG, had been openly looking to
bring back into its fold the European con-
sulting units that chose to remain with the
parent company during the separation.

The company, which provides manage-
ment and technology services, is march-
ing on with acquisitions despite the slump
in the consulting industry, which is still
feeling pain from the US recession.

KPMG Consulting said it had also signed
agreements to buy a few overseas consult-
ing units of scandal-tainted accounting firm
Andersen after offering to buy as many as
23 in June.

Source :  The Star, 12 June 2002

PwC Consulting Changing
Name to Monday

PwC Consulting is reported having the
intention to change its name to “Monday’’
on completion of its separation from
PricewaterhouseCoopers scheduled later
this year.

The move is part of the effort to “change
its name and brand identity to mark its
separation from PricewaterhouseCoopers,
and to distinguish its management consult-
ing and technology services from those of
its competitors,’’ according to a statement
from the group.

“The PricewaterhouseCoopers brand
has given us a great heritage. Our new
name — Monday — is exactly what we
want it to be as we create our new busi-
ness :  a real word, concise, recognisable,
global and the right fit for a company that
works hard to deliver results,’’ said Presi-
dent and CEO Greg Brenneman.

“Monday is a new identity on which to
build our company’s future, and it will have
meaning and stand for something: real
people, real experience, real business – and
that means real results,’’ he added.

Source :  The Star, 12 June 2002
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change issues are not on any formal
agenda though corridor discussions are
possible — and perhaps likely with the dol-
lar sliding against other currencies.

“The other ministers may very well want
to talk about the value of the dollar,’’ Sohn
said. “After all, there could be a double
whammy for other nations, and especially
for Japan, if their exports slow because
that’s what they’ve been pinning their
hopes for recovery on.’’

Source :  The Star 15 June 2002

SEC Presses on With
Accountant Policing Plan

The US markets’ top regulator (SEC) is
reported to unveil a framework for a new
panel to police accountants, as the agency
marches ahead with reforms to restore con-
fidence in corporate financial statements.

The Securities and Exchange Commis-
sion (SEC) is moving ahead aggressively
on an issue that has stymied the US Con-
gress for months. In its statement in June,
the SEC said it would hold an open meet-
ing to address how the accounting over-
seer would be set up.

“We believe this approach will upgrade
the performance of auditors,’’ SEC Chair-
man Harvey Pitt said in remarks delivered
before the New York Financial Writers
Association, “and give investors assur-
ances they can take to the bank that there
are plenty of watchdogs making certain
numbers they are told are numbers their
companies actually achieve.’’

The SEC’s move comes as it faces
mounting pressure to crack down on cor-
porate shenanigans following the Enron
Corp scandal. The accounting industry, in
particular, has come under attack follow-
ing the involvement of Enron’s auditor
Arthur Andersen LLP in the debacle.

Source :  The Star and the New Straits

Times, 15 June 2002.

IMF Spells Out Principles of
Financial Liberalisation

LIFTING controls on international capi-
tal flows or more generally, financial liber-
alisation is best undertaken against a back-
ground of sound and sustainable macr-
oeconomic policies.

This is one of 10 principles espoused in
an International Monetary Fund (IMF)
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Moving
Towards
AFTA

By Nazatul Izma Abdullah

AFTA might be just around the corner,
coinciding with New Year celebrations on
1 January 2003. However, observers
claim that the depth of understanding
regarding the ASEAN Free Trade Area
— despite the fact that it was mooted
almost a decade ago —remains abysmal.

C O V E R
A F TA
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A
ccording to Dr. Mohd Haflah
Piei, Deputy Director of the
Malaysian Institute of Eco-
nomic Research (MIER),
  most people hold common

misconceptions about AFTA. Having con-
ducted numerous workshops on AFTA for
senior corporate and government officials,
Haflah should be in a good position to sur-
vey ignorance. One prime fallacy is that
AFTA aims to increase intra-ASEAN trade
at any cost, which could be pinned down
to the media’s tendency to relate AFTA
primarily to trade and tariff reduction.

However, AFTA’s mission extends well
beyond trade and tariffs, and embraces
investment as well as interrelated motives
such as enhancing competitiveness to cope
with globalisation. Explains Dr. Haflah,
“AFTA’s true objectives are very different.
AFTA aims to make the region into a com-
petitive base for both FDIs (foreign direct
investment) and domestic investment.
When AFTA was first mooted in 1986, one
of the reasons was eroding competitive-
ness. ASEAN was losing competitiveness
to emerging economies such as Pakistan.
Plus, there was concern that foreign inves-
tors were shying away from fragmented
ASEAN countries.”

The institution of AFTA on 28 January
1992 was thus a weapon to help combat loss
of competitiveness. With AFTA, says
Haflah, ASEAN hopes to shape a competi-
tive base for foreign investment, luring
them with sweeteners such as reduced
costs of production and economies of scale.
Said Professor Dr. Mahani Zainal Abidin,
Head of the NEAC Special Consultancy
Team on Globalisation (SCTG) at a recent
seminar on AFTA, AFTA will help “to
strengthen investment flows into ASEAN
countries, particularly as a substantial
share of FDI into Asia has gone to China.”
And post-AFTA, businesses will be able to
source inputs freely from the cheapest
sources in ASEAN, whether these inputs
originate from Laos, Myanmar or Cambo-
dia.

Has AFTA worked to boost Malaysian
competitiveness? Preparedness dif fers
from industry to industry and depends on
the individual state and nature of the in-
dustry, says Haflah. Unfortunately, the

Federation of Malaysian Manufacturers de-
clined to be interviewed, so it is difficult to
gauge its members’ progress towards
AFTA. On a sectoral basis, E&E is quite
ready vis-à-vis other ASEAN countries be-
cause this sector is dominated by multina-
tionals, points out Haflah. The textile in-
dustr y is similarly responding well to
AFTA by relocating and taking measures
to pre-empt competition. “One thing that
companies can do is to pre-empt the im-
pact of AFTA by evaluating their own com-
petitiveness now. Study operations to see
what activities can be relocated and/or
shed to other ASEAN countries. Post-
AFTA, companies will have to evaluate
their competitiveness vis-à-vis other
ASEAN products in other markets.” This
applies particularly to companies with a
domestic orientation. “With AFTA, the
immediate effects will be on imports and
exports. With rising imports from ASEAN,
there will be competition for domestic com-
panies. They (domestic-oriented entities)
will have to compete or get out,” says
Haflah frankly. Now, these companies are
oriented internally because the market
outside is limited, but they will turn export-
oriented once AFTA kicks off. However,
Haflah adds, “It is still too early to assess
how AFTA will affect market size and de-
mand.”

Relocation and reverse investment will
also be crucial components to competitive-
ness in a free trade area.

 “Reverse investment is already happen-
ing,” says Haflah. Analysts concur that cer-
tain Malaysian companies are already mov-
ing to exploit the cost competencies avail-
able under AFTA by shifting their factories
to lower-cost centres, even though most
opine that progress is less than satisfac-
tory. Material moves have been made by
the likes of listed Latitude Tree, which re-
cently invested millions in three Vietnam-
based plants to make wooden household
goods, a shift lauded by Capital Dynamics’
Managing Director Tan Teng Boo. The rea-
son? Vietnam offers a great cost structure,
says Capital Dynamics, a licensed invest-
ment advisor and publisher of i Capital, a
weekly investment bulletin. Other indus-
tries that need mercurial shifts include
Malaysia’s textile sector, which is fast ced-

C O V E R

ing competitiveness to Pakistan, Bangla-
desh and other emerging countries. Says
Haflah, “If we don’t do anything, we’ll lose
the whole industry. It’s better to share this
industr y with other ASEAN countries
rather than surrender the whole business.”
Accepted wisdom recommends farming
out lower value-added activities requiring
intensive labour to lower-cost locations like
Southern Thailand, Vietnam and Cambo-
dia, while retaining high-value added op-
erations like branding, design, and overall
management. This is where the free-flow
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Apart from reverse investment, compa-
nies might also want to consider moving
to higher value-added products. Certain
companies have already announced that
this shift is in progress. For example,
Alcom (Aluminium Company of Malaysia
Berhad) will reportedly be jettisoning its
commoditised extrusions business to con-
centrate on higher-value added products
such as foil and sheets.

At government and regulatory level,
Malaysia might want to revamp its ex-
change control and taxation systems in

light of improving competitiveness. Says
Raymond Liew of chartered accountants
Raymond Liew & Associates, “Perhaps it
is timely to reconsider our exchange con-
trol mechanism… and there is a need to
consider our taxation system to remain
competitive within the region.” Bear in
mind, warns Liew, that Singapore has fur-
ther reduced its corporate tax rate, while
Hong Kong is perceived globally as a tax
haven. “Withholding tax and other indirect
taxes must be revamped to ensure a cer-
tain level of competitiveness, or to provide
Malaysia with an added advantage.”

Of course, AFTA won’t be a bed of roses.
Says Haflah, “There will be threats in the
short-term, but if we were to concentrate
on threats alone, there would be no AFTA,
or NAFTA (North American Free Trade
Area), or any other free trade area.” In-
creased competition will be a byword, and
says Liew, “The monopoly of trade is re-
moved as there is no longer any premium
pricing for one’s products.” Domestic
goods will face competition from cheaper
imports, “but if you think about it in greater
detail, competition from Chinese imports
is worse than imports from Thailand.” To
cope, there is a need for local SMIs to re-
structure themselves to be more competi-
tive and to stay competitive, recommends
Liew. Elsewhere, unfair competition might
rear its head in the form of dumping. Says
Liew, “Like our European counterparts,
there is the impending threat of anti-dump-
ing to ensure that a certain level of pricing
is maintained.“ Plus, “allowing certain
products or supplies into certain countries
within the region may cause impairment
to the domestic market,” says one market
observer, making a veiled reference to
Malaysia’s protected auto industry. “But in
the medium and long-term, we will tend to
gain despite the short-term competition,”
says Haflah.

Trade is slated as the biggest gainer
under AFTA’s liberalisation measures —
one of AFTA’s objectives is to increase in-
tra-ASEAN trade — and the reduction of
tariffs under AFTA has received substan-
tial press. AFTA provides for the phased
reduction of tariffs on manufacturers im-
ports from ten ASEAN countries, through
a mechanism called the Common Effective

of goods facilitates shifts in operations.
Haflah elaborates, “For example, we might
send cloth to Medan for cutting, then the
cloth returns to Penang for quality control
and goes on to Southern Thailand for sew-
ing, and so on and so forth. Without the
free flow of goods, these movements would
be impossible.” Other examples of reloca-
tion include auto player Ingress Corpora-
tion Berhad, which has set up manufactur-
ing facilities in Thailand — reputed to be
Southeast Asia’s Detroit City — to cater for
demand from multi-nationals.
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Preferential Tariff (CEPT) scheme. Says Mahani, “Malaysia has
included 97 per cent of its products into the CEPT Scheme, com-
prising of manufactured and processed agricultural products. Cur-
rently, founding members offers 98.3 per cent of their tariff lines
under the Inclusion List of the CEPT scheme for tariff reduction.
In 2001, 92.7 per cent of tariff lines in the Inclusion List had du-
ties below 0-5 per cent.”

Due to these CEPT efforts, says Haflah, “ASEAN is relatively
freer now compared to pre-AFTA. We are very liberalised now
since there are limited tariffs and non-tariff barriers.” Mahani simi-
larly points out that, “Malaysia has also made substantial liberali-
sation but deferred some products.” Such postponements, prima-
rily in auto parts and components (Malaysia still has 218 parts
still outside the CEPT), have received notorious publicity. These
postponements notwithstanding, Malaysia is one of the most lib-
eral trading nations in the world. “We are more liberal than some
developed countries. Before the Uruguay Round (in 1985), our
average trade-weighted tariff was 10 per cent, which came down
to eight per cent after the Uruguay Round. Our trade-weighted
average tariff is less than six to seven per cent, lower than
Ireland and Portugal, but over the last three years, it increased
to about seven to eight per cent,” says Haflah. In the context of
AFTA, “we are the most liberal besides Singapore and Brunei.
We have more than fulfilled our commitments to AFTA in terms
of tariffs. In terms of CEPT tariff rates we are better than Thai-
land. We are already at zero per cent tariffs. More than 60 per
cent of our tariff lines already carries zero tariffs. In terms of
tariff coverage Thailand is better but their percentage of zero
tariffs is less than two per cent,” says Haflah.

However, access to CEPT is not automatic. Says Haflah,
“AFTA is not a free-for-all. There are lots of conditions and
requirements. We can’t just enjoy CEPT for nothing.” Reciproc-
ity between countries is essential for products included in the
Inclusion Lists. Explains Haflah, “If CEPT is less than 20 per-
centage points, then we can enjoy reciprocity in all ASEAN
countries for the products in that IL. But our CEPT is more
than 25 points and Indonesia’s CEPT is less than 15, then we
cannot enjoy reciprocity.” AFTA also imposes stringent local
content requirements, whereby 40 per cent of a product must
consist of local original inputs.

Nevertheless, trade volumes and values may not necessarily
increase with the advent of AFTA. Haflah provides food for thought
for AFTA cheerleaders who believe that free trade will be an au-
tomatic booster. “The fundamental point must be made that Ma-
laysia’s genuine intra-ASEAN trade is small. Although 20-25 per
cent of Malaysia’s exports are classified as intra-ASEAN, their
final destination is not ASEAN but Singapore in the form of
entreport trade. On top of that, the bulk of Malaysia’s intra-ASEAN
exports are not finished or intermediate goods, but crude petro-
leum and raw materials.” Thus, increased trade in these products
will not result in structural changes, such as increased competi-
tiveness and the improved freeflow of goods as envisioned by
AFTA. “Once you minus entreport trade to Singapore and remove
our crude petroleum exports to Thailand and Indonesia, Malay-
sia’s genuine intra-ASEAN trade comprising manufactured and
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value-added products will be less than five per cent. So how rel-
evant is ASEAN? With or without ASEAN, our trade will go on,”
says Haflah. Meaning that even with AFTA, the US, Europe and
Japan will remain major trading partners for Malaysia. However,
Liew says, “Like our European counterparts, the European Un-
ion (EU), AFTA would provide the region with an increase in in-
tra-trade, by providing a larger trading base.”

Trade substitution may also come into play post-AFTA. Says
Haflah, “There may be a diversity of imports and exports or even
displacement. Our sources of imports and exports may change.
When we assess the impact of any integration, we must take into
account trade substitutions. Trade substitutions will change the
trading pattern and landscape. Maybe total trade won’t change
but the sources and distribution of trade will change. Maybe we
will source more imports from member countries. Exports might
expand, so there will be trade creation. Or there may just be sub-

stitution if capacity is saturated, meaning that our exports might
be diverted from (for example) Europe to Thailand.”

Beyond trade liberalisation lies integration on services and in-
vestment. Says Mahani, “AFTA is expanding liberalisation in other
areas, but progress is slow.”

 Explains Haflah, “Regional integration will move in phases. The
first generation will cover trade, the second generation will pin-
point investment and the third generation services.” Several ini-
tiatives to enhance AFTA exists which include initiatives to har-
monise ASEAN nomenclature, customs evaluations and to pro-
mote investment. Investment is covered via the ASEAN Invest-
ment Area (AIA) agreement, established in 1998 to attract greater
FDIs into the region and mandated to grant national treatment to
ASEAN investors by 2010 and to all investors by 2020. Services
will be affected via the Asean Framework Agreement on Serv-
ices. However, the issue of implementation arises here, says
Mahani. “The first sector opened was manufacturing which is al-

AFTA Liberalisation has made
significant progress

� Currently, founding members offer 98.3% of their tariff lines un-
der the Inclusion List of the CEPT scheme for tariff reduction.

� In 2001 — 92.7% of tariff lines in the Inclusion List had duties
below 0-5 %

AFTA FACTS AND FIGURES

2001 — Tariff Lines (%)
Founding Members New Members

Brunei 97.3 As a group, offers

Indonesia 89.7 Vietnam only 56.9% of their

Malaysia 91.7 Cambodia total tariff lines for

Philippines 89.9 Laos concession. Out of

Singapore 100.0 Myanmar this, 55% have tariff

Thailand 90.0 rates between 1.5%
{
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Import value covered by tariff lines with
0 per cent by year 2003 is highAverage tariff rate under AFTA is declining

Average Tariff Rate for Founding Members Country Number of Per cent of Per cent of
Tariff Lines Intra-ASEAN Intra-ASEAN
with 0% Tariff Imports in ’97 Imports in ’98

(US$ Million)

Brunei 5,071 72.9 83.3

Indonesia 3,897 40.7 37.9

Malaysia 4,887 66.5 73.8

Philippines 76 — 7.42

Singapore 5,739 99.3 98.5

Thailand 171 9.6 3.9

Total 19,801 67.7 70.2

92.7% has import duties at average of 0-5 %

2000 2001 2002 2003

3.52 % 3.18% 2.9% 2.4%

Source : National Economic Action Council
Special Consultancy Team on Globalisation

ready liberalised. Trade remains the most
matured and perfected area,” says Haflah.

Despite glacial progress, AFTA’s pro-
gressive liberalisation will ultimately affect
ser vices, including accounting. With
AFTA, more players will eventually crowd
the regional playing field within the ac-
counting industry. Says Liew, “Certainly,
there would be a call for higher standards
with companies crossing borders, espe-
cially MNCs, and services will be provided
on a borderless horizon. Competition
would be more severe, but on the other
hand, this also leads to greater opportu-
nity!” says this eternal optimist. As a prac-
titioner, Liew welcomes the fact that liber-

alisation will make the job market “less
restrictive, and as a result, labour costs
may be more competitive.”

Just like their counterparts in manufac-
turing, accountants need to prepare well
in advance for the brave new world her-
alded by AFTA. As part of preparations,
which should already have taken place,
local accountants should acquire interna-
tional accounting experience. “To compete
with their foreign counterparts, local ac-
countants need better exposure and where
necessary, formal training in international
standards to better understand global re-
quirements, which includes a better under-
standing of international trade. More often
than not, local accountants, particularly

smaller firms, are too complacent with
their own small practices,” says Liew. They
lack the desire to move beyond their com-
fort zone, critiques Liew, and this impairs
their ability to “see the outside world.”
With 91.4 per cent of firms falling into the
category of small firms with either one or
two partners, these firms may not be
equipped to compete effectively in the glo-
bal arena due to limited capacity and con-
strained resources.

If progress on investment and services
is frustratingly slow, might it help to pur-
sue bilateral FTAs in the style of Singa-
pore? Currently, Singapore has set up bi-
lateral FTAs with Japan and New Zealand,

and are pursuing bilateral agreements with
India to catalyse both trade and services.
Haflah says no unequivocally. “We have
always believed in multilateralism. If all
countries in the world were to go for
bilateralism, imagine the waste of re-
sources. As a small country, trade officers
cannot be spared to manage bilateral
agreements, which can be cumbersome.
There was a tradition for bilateralism in the
eighties but this is not an efficient manner
of solving disputes. The Uruguay Round
did away with bilateralism.”

Singapore, says Haflah, is pursuing
bilateralism because it is frustrated by the
foot-dragging in AFTA. Plus, its
bilateralism is done in pursuit of both trade

and services expansion. After all, there is
no necessity for Japan to pursue a bilateral
free trade agreement with Singapore to
gain entry to ASEAN, says Haflah. Most
Japanese MNCs are already in ASEAN so
there is no need for backdoor entry via Sin-
gapore. Instead, Singapore probably in-
tends to work with Japan, synergising Ja-
pan’s edge in technology and Singapore’s
position as a global hub and service pro-
vider on the information highway. Again,
when Singapore pursues bilateral ties with
India, the technology agenda is key.

Importantly, people must understand
that AFTA is not a panacea for all ills. Com-
placency must not set in once 1 January

2003 has come and gone. Warns Haflah,
“There is a misconception that AFTA is the
end. People believe that once AFTA is
achieved, all our problems will be solved,
that once CEPTs have been resolved, that’s
it. CEPTs are just one component that will
no longer be relevant soon.”

AFTA, muses Haflah, is merely a means
to an end. Mahani echoes this sentiment,
saying “AFTA is a good testing ground for
ASEAN to meet the challenges of
globalisation.”

 Apart from expanding trade, one of
AFTA’s ultimate goals is the creation of a
world-class competitive region. “If we can
complete and implement AFTA properly, we
will be very efficient,” sums up Haflah. AN
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MERGE, ACQUIRE
and
PROSPER

C O V E R
T R A D E  L I B E R A L I S AT I O N , G L O B A L I S AT I O N  &  C H A L L E N G E S

The adage that small is beautiful may not
hold true for some of the small and medium-
sized accounting and auditing firms in
Malaysia. The advent of digital economy,
Asean Free Trade Area (AFTA), and the
World Trade Organisation (WTO) will
change the accounting landscape here.

By Eddie Lee
WITH ADDITIONAL REPORTING FROM

MIA COMMUNICATIONS DEPARTMENT The strong emphasis on in-
formation technology will
impact organisational stra-
tegy, operations and ac-
counting controls and cer-

tain trends have begun to emerge such as
the rise in value creation, intelligent prod-
ucts, product branding and pricing strate-
gies. The drivers of change will come from
the growing importance of non-financial in-
formation, corporate governance and inter-
nal control. Other factors include a demand
for real-time information for decision-mak-
ing, technology, laws and regulation and
globalisation and trade liberalisation.

This calls for a radical shift in mindset
from industrial-economy to digital-
economy thinking and accountants need
to absorb the implications of the develop-
ment in technology and vast opportunities
available. The defining characteristics of
the digital economy include sustained
growth, reduced swings in business cy-
cles and utilisation of IT in business op-
erations.

The emerging digital economy is
globalising businesses worldwide. As such,
accounting services have become even
more competitive. “The core issue here is
not so much going global but being com-
petitive with or without AFTA and WTO,”
adds K. S. Lam of K. S. Lam and Co. and
also aCouncil Member of the Malaysian In-
stitute of Accountants (MIA) when com-
menting on the challenges faced by the
small and medium-size accounting practi-
tioners
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During the series of MIA members’ dia-
logue held recently, the Institute’s Coun-
cil Members conveyed a strong message
to some practitioners who are currently
‘unprepared’ to ‘equip’ themselves with the
latest business expertise, knowledge and
even to the extreme of advising them to
consolidate their position in the industry.

At the members’ dialogue session in
Melaka on 14 May 2002, Council Member,
Datuk Abdul Halim Mohyiddin, advised
the ‘one and two members’ firm’ to con-
solidate themselves to smaller numbers of

the other Council Members. In the earlier
dialogue sessions with members in
Selangor and the Federal Territory, Nik
Mohd Hasyudeen Yusoff called for the
small accounting firms (with one and two
partners) to merge or seek strategic alli-
ances similar to the moves initiated by
some of the players in the service indus-
try.

Acquisition as well as merger is a good
option, agrees Abdul Halim Husin of Abd
Halim & Co., “It saves time of internal
growth. We have so little time left and when

crease their capacity and resources either
to combine forces among themselves or to
foster a ‘Multi-Disciplinary Partnership’
(MDP) with other professionals.

“It would definitely be advantageous for
these smaller firms to merge with a view
to achieve not only an increase in the ca-
pacity and resources per se but synergy
while to form strategic alliances too would
achieve such an objective,” obser ves
Raymond Liew of Raymond Liew & Asso-
ciates. “This does not preclude the fact that
smaller firms would still survive come

C O V E R

FACTS AND FIGURES
MIA’s Membership by

Employment (as at March 2002)

Size of Audit Firms in Malaysia
by Number of Partners

(as at 5 March 2002)

well-capitalised and well-managed local
firms to face the larger foreign competitors
that have the expertise, network and capi-
tal.

“Consolidation and mergers are inevi-
table measures needed to strengthen the
industry, resulting in fewer but well-capi-
talised firms. The existing firms should
seek a collective programme that will re-
sult in a financial services entity with
synergy and collective strength”, he
adds.

This message is also being echoed by

a merger takes place it requires at least two
years to consolidate culture, working eth-
ics etc.” He notes that the bigger entities
mean more specialisation and at the same
time, it is more customer-oriented.

With 91.4 per cent of firms (MIA publi-
cation, 4 June 2002) falling into the cat-
egory of small firms with either one or two
partners, these firms may not be in the po-
sition to compete when the level of global
competition increases due to their lack of
capacity and resources. For this reason,
the smaller firms must seek ways to in-

globalisation and trade liberalisation ex-
cept that they may not be as competitive.
Under the circumstances, size does mat-
ter,” he adds.

With the impending liberalisation of
services by 2003 and the call for higher
standard of services and the market de-
mand for a wider range of such services,
Liew believes that smaller firms must
need to ensure that they are in the posi-
tion to meet such requirements to stay
competitive. “There is a need for smaller
firms to better understand the globalised

66%

5% 3%

26%

Public Sector

Business & industry

Public Practice

Education

Firms with 3-8 partners

Firms with more than 9 partners

91.4%

7.5% 1.1%

Firms with 1-2 partners

Service Tax Collected From
Professional Services

28%
(RM110M)

27%
(RM107M)

8% (RM33M)

6% (RM25M)

6%
(RM23M)

11%
(RM41M)

14%
(RM54M)

M — Million

Public Accountants

Lawyers

Engineers

Architects

Surveyors

Consultants

Mgt Services
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market’s needs and be in the position to
fulfil these needs in order to stay competi-
tive On the other hand, MIA could assist
the accounting profession by positioning
the image of public accountants in the
wake of the Enron, Xerox and Worldcom
debacles.

For small firms to stay competitive, Lam
has a panacea. “The firm must adopt the
4S model,” he suggests. The first “S” is skill
— be knowledgeable. The second “S” is
speed — deliver your stuff promptly. The
third “S” is strength — do what you are

Breakdown of Firms, by Number of Partners and States (as at 5 March 2002)

STATE AUDIT FIRMS NON-AUDIT FIRMS GRAND
No. of Partners TOTAL No. of Partners TOTAL TOTAL

1-2 3-8 >9 1-2 3-8 >9

Wilayah Persekutuan 421 58 10 489 58 0 0 58 547

Selangor 218 7 4 229 36 0 0 36 265

Johor 106 5 0 111 27 0 0 27 138

Pulau Pinang 97 2 0 99 20 1 0 21 120

Sarawak 67 9 0 76 13 1 0 14 90

Perak 58 0 0 58 31 0 0 31 89

Sabah 66 6 0 72 6 0 0 6 78

Melaka 30 1 0 31 5 0 0 5 36

Kedah 19 3 0 22 13 0 0 13 35

Negeri Sembilan 19 0 0 19 3 0 0 3 22

Pahang 13 1 0 14 4 0 0 4 18

Terengganu 11 1 0 12 1 0 0 1 13

Kelantan 10 0 0 10 1 0 0 1 11

Labuan 2 0 0 2 0 0 0 0 2

Total 1,137 93 14 1,244 218 2 0 220 1,464

good in by specialising! The fourth “S” is
stamina — think long-term and build rela-
tionships.

Of course, the small firms could diver-
sify their core business through value-
added services. But as Abdul Halim Husin
of Abd Halim & Co. notes, “How to diver-
sify when resources and skills are limited?”
Changing the mindset of these small firms
to think big is another tall order. “We need
to progress to cope up with competition.
Losing some control over the practice is
nothing compared to losing clients,” he

observes.
In the US, the firms controlled by sole

proprietors total 23.1 per cent while firms
controlled by 2-9 partners total 36.2 per
cent. Currently, there are no homegrown
accounting firms, large and reputable
enough, to vie for contracts, let alone win
the confidence of multinationals and finan-
cial institutions. “There should be
changes in the profession to enable it to
meet challenges of the digital economy,”
says Liew. These changes are in the ar-
eas of running an accountancy business,

changes in government concepts and at-
titudes towards the accountancy profes-
sion and changes among accountants
themselves in their perceptions and atti-
tudes.

“Local accounting firms must start pre-
paring for the impending liberalisation of
the finance related services sector,” says
Liew. However, the manner in which the
preparations will take place remains to
be seen - it could either be the formation
of a big accounting firm that also pro-
vides some other related ser vices or

through mergers among the smaller
firms.

The future trend envisions companies
with a large capital base offering multiple
services much like a supermarket that pro-
vides a wide range of financial consultation
services.

But are mergers/acquisitions a cure all
for the challenges facing the accounting
and auditing firms? Will becoming bigger
necessarily make the firms better?

“Big is not necessarily competitive and
good nor is small necessarily weak and

bad,” says Lam. “Find your own niché and
be good at it. The market is big enough
for everyone. Firms that are nimble and
good will thrive!”

The Big-Four firms have cornered 95 per
cent of global confidence. Against the back-
drop of decades old global presence, the
Big-Four have always been ready for any
new market openings. It is not so for the
small and medium practitioners.

The small or medium practitioner pro-
vides tax, audit and accounting services to
anyone who needs to file his tax returns,
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audit his company’s annual report and help
him balance his books. Earning a decent
income and operating out of a comfortable
office, he is able to meet all his financial
commitments and puts away some savings
every month into his retirement fund.
What would happen when the market
opens up?

All this while, the survival of the small
and medium practitioners hinges on the
provision of personalised services to cli-
ents. His strength lies in his ability to ca-
ter to specific needs of his clients. And it

FACTS AND FIGURES
Ratio of Companies to Audit Firms, by State Service Tax Collection Growth Rate

Between 1999 & 2000
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STATE      AUDIT NO. OF
COS REGISTERED WITH ROC*       FIRMS      COS. TO

  Local       Foriegn       Total;     (AF) #  ONE AF@

Perlis 758 0 758 0 n.a
Kedah 13,136 31 3,139 22 597
Pulau Pinang 36,832 70 36,902 98 377
Perak 29,639 10 29,649 57 520
Selangor 94,525 170 94,695 230 412
N. Sembilan 10,001 1 10,002 19 526
Melaka 11,622 7 11,629 31 375
Johor 52,817 62 52,879 114 4
Pahang 9,342 6 9,348 14 668
Terengganu 5,891 5 5,896 12 491
Kelantan 7,196 5 7,201 10 720
Kuala Lumpur 223,272 1,015 224,287 492 456
Labuan 917 1 918 2 459
Sabah 35,080 34 35,114 74 47
Sarawak 33,846 25 22,871 76 446
Total 564,874 1,414 566,288 1,251 453

is this strength that needs to be enhanced.
The changing economic scenario and the
advancements in technology are going to
have an impact on clients and their busi-
nesses. Therefore, it is imperative for
practitioners to understand fully the
changes and developments in order to
undertake the necessary changes to en-
sure the services provided meet the needs
of clients.

A client’s needs changes as he prospers.
Unless service providers grow with the
client by providing the required services,
the client in all likelihood will seek other
alternatives.

“We have always endeavoured to pro-
vide ‘value added services’ the like of IT,
consultancy, recruitment and so for th
other then merely providing audit, ac-
counting and tax work,” says Liew. “To
stay competitive, these value added serv-
ices help us to not only maintain clients
but allow us to compete with the bigger
firms. Equally, it is important for firms to
provide all these services wherever pos-
sible, under one roof — be it Company
Secretarial, Accounting, Audit, Tax, IT,
Consultancy.”

At present there is a high level of regu-
lation in the global accounting services
sector, particularly at the sub-regional
level. Within the World Trade Organisation
(WTO), the accountancy sector is the only
other sector apart from telecommunica-
tions where the Council for Trade in Serv-
ices has adopted disciplines on domestic
regulation.

Current negotiations will be mainly on
a ‘request and of fer approach’ with con-
cessions made on a reciprocal basis. As
such Malaysian service providers cannot
expect to find market access elsewhere
if they resist the entry of foreign compe-

tition into the Malaysian domestic mar-
ket.

Like the banking industry where it is
resized to only 10 anchor banks,
downsizing the large number of account-
ing firms to remain strong and resilient in
the face of competition would be a difficult
task. “There should not be a fixed number,”
says Abdul Halim. “Only composition of
the larger accounting firm should be in-
creased — larger firm means 10-15 part-
ners’ firm.”

Agrees Liew, “The accounting profes-

sion is rather unique unlike the banking
or insurance industry. Personally, I can-
not see the accounting profession being
confined to say 10 or even 100 firms,” he
says. Rather he suggests that in the face
of competition, each individual account-
ing firm, like any other business enter-
prise, would be required to take pro-ac-
tive steps to stay competitive with a view
to make a profit. “If they are unable to do
so, then they should not be in business,”
he says.

MIA is helping members to develop re-
silience to face foreign competition and to
operate in a more open environment. Abdul
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Surveyors

Value of Services in the Professional Services Industry, 2000

                                             Value (RM) % Composition

Public Accountants 662,119,536 8.4

Lawyers 1,074,405,452 13.6

Engineers 827,342,703 10.5

Architects 461,408,404 5.9

Surveyors 499,112,953 6.3

Consultants 2,146,912,269 27.3

Management Services 2,205,356,623 28.0

Total 7,876,657,942 100.0
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Halim says MIA should help smaller firms
to merge. “Upgrade support in terms of
technical aspects of practice and enhance
good public perception towards local ac-
countants,” he suggests.

Agrees Liew, with the impending threats
facing local accountants especially the
smaller firms, come WTO/AFTA, perhaps
the MIA may consider conducting more
relevant road shows and seminars to not
only acquaint local accountants of these
threats but to ensure that they are better
trained and to gear them for globalised
competition. After all, the country’s main
objectives of WTO and Asean Free Trade

Area (AFTA) are to increase intra-ASEAN
trade and industrial linkages and to attract
more Foreign Direct Investment into the
country.

More importantly, the other objective is
to increase the scope for complimentary
trade. “If these objectives are to be
achieved, local accountants must revamp
their set-up and the services they are cur-
rently providing. Their technical skills and
resources must at least be at par with their
overseas counterparts,” he says.

MIA has already been doing its bit in
this direction. It has set up a strategic
framework that outlines possible strate-

gic initiatives to promote the overall pro-
fessional standing of members in practice
that includes seminars on liberalisation,
providing guidance in forming strategic
alliances/mergers and exporting ser v-
ices.

To help members comprehend the mar-
ket needs and the range of new services
available globally, the Committee offers
relevant training on reporting, financial
planning, mergers and acquisition, in ad-
dition to information. “One way” suggests
Liew, “is for MIA to make it compulsory
for local accountants to undergo profes-
sional training in international trade and
practices to enhance competencies.”

AN
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It never rains, but it pours. The
monsoon is still roiling for the
global accounting profession,
which has yet to recover from
the earlier devastation wreaked

by Enron.
Stormy weather clouded the profession

once again when Worldcom,
America’s second largest long-
distance telecommunications
company, recently admitted
practicing irregular accounting.

As a result, even though the
Worldcom case has only just
come to light and the US is still
in the preliminary stages of in-
vestigation, the spotlight has al-
ready come to rest on the ac-
counting profession. Unfortu-
nately, globalisation also means
that unforgiving spotlight is al-
ready trained on local account-
ants, since the failure of govern-
ance in the US raises simulta-
neous questions regarding the
quality of governance around
the world. Although Worldcom
may be an American problem,
the fallout affects the 18,000
members of the Malaysian In-
stitute of Accountants.

The basis of what may be one
of the world’s most audacious accounting
frauds is simple. Worldcom allegedly falsi-
fied and inflated profits by almost US$4
billion over five quarters in 2001 and first
quarter 2002 by classifying normal, day-to-
day expenses as capital costs.

Why was this not detected? After all, cor-
porations have several filters in place meant
to prevent such wrongdoing that include :

� In house accountants who prepare the
accounts;

� The Board of Directors who are respon-
sible for the financial statements;

� Audit Committees who have to ensure
that internal controls are effective AND
functioning properly; and finally

� The external auditors who are responsi-
ble to give reasonable assurance that the

rate conduct, the Securities and Exchange
Commission (SEC). What then accounted
for the myopia of the watchdogs involved
in the Worldcom scandal?

Although the facts of the Worldcom case
are still not clear — the SEC filed a civil
lawsuit for fraud against Worldcom only in

late June — the outcome will
probably point to wrongdoing
and complicity, whether inten-
tional or not, by management,
directors and auditors, just as in
the Enron case.

Such fallibility usually lies in
human weakness, not systemic
failure, in any field whatsoever,
individuals who wish to defraud
or manipulate the system will
definitely find a means of doing
so. Their actions are driven by
greed, an obstinate lack of ac-
countability and wilful ignorance
of the implications. Money is
their idol, and their overriding
motive. And to siphon off their
illicit lucre, they will conspire
with management to pull the
wool over the eyes of their share-
holders and investors.

Actions speak louder than
words. The decisions of the
Worldcom board were deafen-

ing in their mediocrity, irresponsibility and
perhaps complicity. For instance, the board
voted to lend ousted CEO Bernard Ebbers
about US$366 million in company funds to
bail out his transactions on Wall Street.

Along with the breakdown of corporate
safeguards, the mighty SEC may also have
been below par in its assessment of
Worldcom. Despite a reputation for being the
bastion of corporate governance, America’s
SEC may be considered weak in terms of

O P I N I O N
WO R L D C O M  D E B AC L E

Weathering the
WORLDCOM STORM
By the MIA Editorial Team WITH ADDITIONAL REPORTING FROM NAZATUL IZMA ABDULLAH

financial statements are free from mate-
rial misstatement.

In Worldcom’s case, all the filters seem
to have broken down. Like other listed en-
tities, Worldcom maintained a team of ex-
ternal auditors — in this case, beleaguered
Arthur Andersen, who have now been re-
placed by KPMG LLP — as well as a board
audit committee.

Worldcom was also subject to the scru-
tiny of that powerful policeman of corpo-
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manpower and credibility. ABC News Online
recently reported Senator Jon Corzine say-
ing that the SEC is under-resourced, with
only “35 accountants in the accounting divi-
sion in the SEC against a US$10 trillion
economy.” Reuters
also reported that
SEC Chairman,
Har vey Pitt re-
quested additional re-
sources for his “over-
worked agency” from
the head of the Office
of Management and
Budget in late June,
“on top of the 100
staffers already requested after Enron’s col-
lapse.” ABC News also highlighted the SEC’s
cosy links with corporate America, quoting
Senate leader Democrat Tom Daschle as
saying that SEC Chairman Harvey Pitt “is
compromised because of his past corporate
ties.” The implication — such connections
may hinder stringent monitoring and could
have affected standards of regulation in the
Worldcom case.

In Worldcom, as in
Enron, humans fell
prey to greed. But
this is the exception
rather than the
norm. Human failure
among a few specific
accountants does not
equal systemic failure in the accounting pro-
fession. The public must not fault the en-
tire accounting profession for the illicit or
negligent behaviour of a few black sheep.
“The cliché, one bad apple spoils the bunch,
is very apt in this context”.

Blame cannot be laid at the door of the
accounting profession because such
crimes have been committed by individu-
als who carried out their duties without due
diligence and sufficient attention to exist-
ing professional ethics. The code of ethics
and the guidelines governing the profes-
sion are constantly updated in accordance
with the challenges and needs of today. No
professional body exhorts its members to
pursue profit at the expense of honour.

Closer at home, one of the primary mis-
conceptions prevalent within the
Malaysian corporate sector and even in the

media is that the company’s external audi-
tor is responsible for the financial state-
ments of the company. Frequently, the
company’s auditors are called upon to an-
swer questions on, and to defend, the cli-

ent company’s fi-
nancial statements
at the annual gen-
eral meetings of
the company. Audi-
tors are accused of
cooking the books’
by the media in the
wake of corporate
failures. Confusion
continues to persist

over the role and responsibility of auditors.
It is the board of directors who is respon-

sible for the financial statements of the com-
pany and for compliance with financial re-
porting and disclosure requirements. This
delineation of duties and responsibilities
must be reinforced and clarified among all
the key players in corporate financial report-
ing. Directors and senior management of

companies must be
educated and
guided on the prin-
ciple that it is the
board of directors
as a whole, with the
assistance of senior
management, who
are responsible for

the direction of the company.
Hence, the primary responsibility for the

accuracy and completeness of the financial
statements issued by a company rests with
the board of directors. A common factor
in corporate failures is the lack of effective
systems of internal control and risk man-
agement. The Malaysian corporate govern-
ance framework requires companies to
have a sound system of internal control and
proper management of risks, with the ulti-
mate responsibility on the board of direc-
tors to review the effectiveness of this sys-
tem. Although boards of directors will nor-
mally delegate to management the task of
establishing, operating and monitoring the
systems of internal control and manage-
ment of risk, they cannot abdicate their ul-
timate responsibility.

Lightning also struck Kuala Lumpur’s

own accounting profession, when listed
CSM Corporation Berhad and two other
companies — CSM Capital Sdn. Bhd. and
CSM Properties Sdn. Bhd. — decided to sue
Arthur Andersen in KL for RM340 million
for alleged negligence and failure to detect
irregularities in CSM’s accounts. According
to CSM, Arthur Andersen failed to detect a
number of suspicious transactions, includ-
ing write-offs and substantial cash cheque
payments, which dissipated CSM funds and
assets on a massive scale. At the time of writ-
ing, the suit had yet to be served. Since full
details have not been released yet, MIA re-
serves comment until further notice.

Quoting MIA’s President, Abdul Samad
Haji Alias on the role of Auditors during one
of the press briefings chaired by him, he
emphasised that “directors are fully respon-
sible for the company’s financial statements
which are prepared by the accountants
within the organisation. The preparer is re-
quired to comply with the standards set by
the Malaysian Accounting Standards Board
(MASB). Therefore, it is their accountants’
primary duty to prepare the accounts and
present them to the shareholders”.

Auditors, on the other hand, must express
an opinion on the accounts produced by man-
agement and conduct their audit in accord-
ance with approved standards on auditing in
Malaysia. Their primary duty is to ascertain
whether accounts have been prepared in ac-
cordance with approved accounting stand-
ards in Malaysia (MASB) and the relevant
provisions of the Companies Act 1965.

Auditors are not allowed to participate in
the preparation of the company accounts.
Financial statements are the responsibility
of the company’s directors. The auditors’ re-
sponsibility is to express an opinion on fi-
nancial statements based on their audit.

Stringent audit standards require that
auditors plan and perform their audit to
obtain reasonable assurance that the finan-
cial statements are free of material mis-
statement. An audit includes examining, on
a test basis, evidence suppor ting the
amounts and disclosures in the financial
statements. An audit also includes assess-
ing the accounting principles used and the
significant estimates made by the direc-
tors, as well as evaluating the overall pres-
entation of the financial statements. AN

SEC Chairman Harvey Pitt “is
compromised because of his

past corporate ties.”

Senator Tom Daschle

“… the SEC is under-
resourced, with only 35

accountants in the accounting
division in the SEC against a

US$10 trillion economy.”

Senator Jon Corzine
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B U S I N E S S  A N D  I N D U S T RY
R I S K  M A N AG E M E N T

Firm-wide risk
management

“Firm-Wide Risk
Management should be
everybody’s business,

not just the CEO’s
or the CFO’s!”

Dr. Jeffrey C.K. Lim, Managing Director
PI ETA Consulting Company

Sept 11, 2001 — A day that will forever be etched in the minds
of many around the world, as they recall the scenes of tragedy
and unimaginable acts of terrorism committed against the
American people that flashed across the news channels. In our
sympathy with the American people, one of the important
lessons which can be drawn from this tragedy is that good
risk management practices and policies can make an enor-
mous difference, not only for business continuity and survival,
but also between life and death.

By Dr. Jeffrey C.K. Lim

photo credit : FEMA (Federal Emergency Management Agency)
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Introduction
Firm-wide Risk Management should, to a large extent, be the

concern of all members within an organisation. As businesses evolve
and grow, the incorporation of a sound risk management culture
into the organisation’s business framework becomes crucial in en-
suring continued success. Internally, an organisational culture that
incorporates good firm-wide risk management policies and prac-
tices promotes productivity. Senior management and line manag-
ers can focus more on their primary responsibilities instead of be-
ing distracted into ‘fire-fighting’ the problems that may arise due to
the lack of such practices. Risk management also strengthens the
business planning processes by allowing decision-makers to make
contingency plans to avert possible ‘mishaps’, thereby producing
more realisable opportunities for the organisation on the whole
and leading to increased shareholder value.

There are therefore significant economic and commercial incen-
tives for establishing sound and effective firm-wide risk management
control systems. Without such controls, an organisation could, at
best miss out on realisable opportunities, and at worst, be vulner-
able to various risks that may annihilate the entire organisation in
some instances. The presence of sound and effective risk manage-
ment and control systems also inspires confidence in the investing
public and counterparties. Besides protecting and enhancing share-
holder-value, it can also serve to safeguard an organisation’s cred-
ibility and goodwill and, in the broader context, help to promote sta-
bility throughout the entire financial and economic system.

There are several aspects of firm-wide risk management which
we will be discussing. These are the measurement, management
and control of the various forms of risks including Market Risk,
Credit Risk, Operational Risk and the less quantifiable forms of
risks like legal, political etc.

Firm-wide Risks
Some of the firm-wide risk areas that we will be focusing on are

listed below.
�  Market Risk

Market risk, inherent in all financial instruments, is the risk of
potential losses associated with the trading of financial instruments
due to fluctuations in the underlying market measure(s).

Market risk involves the risk that prices or rates of market meas-

ures will adversely change
due to economic forces.
Such risks include adverse
effects of movements in
prices or rates of market
measures found in the for-
eign exchange, interest
rates, equity and commod-
ity markets. In recent times,
market measures have also
been developed in non-tra-
ditional markets; for exam-

ple, in the case of temperature derivatives whereby the underlying
market measure is the level of the temperature and, in the case of
insurance against earthquakes whereby the underlying market meas-
ure is the strength of the earthquake (insured against) measured in
Richter scale. Market risk can also include the risks associated with
the cost of borrowing securities, dividend risk, and correlation risk.

Some of the recent widely publicised examples in which mar-
ket risk have caused significant losses are as follows :

In December 1994, Orange County’s Treasurer, Bob Citron, who
was entrusted with a US$7.5 billion investment pool1 , invested a
significant amount of the money in derivative securities, namely
“structured notes” and “inverse floaters”. When interest rates rose,
the rates on these derivatives securities declined along with the
market value of those notes (since they were at rates below those
generally available in the market). This resulted in a US$1.7 bil-
lion loss to the Orange County Investment Pool.

Around the same time, Gibson Greetings, Inc. (Gibson) faced
similar market risk when it began aggressively purchasing inter-
est rate derivatives to take advantage of falling rates. When inter-
est rates began to climb, Gibson sustained a US$20 million loss
on its derivatives contracts.

Likewise, pressured by demands from shareholders, Procter &
Gamble’s (P&G) top management ordered their cash management
division to become a profit centre. The cash management division
had to produce ex-
traordinary returns
and as such turned to
the derivatives mar-
kets, in particular the
use of interest rate
swaps. The leverage
they engaged in was
estimated to be
around 100:1. By end
of 1994, P&G had to take a US$157 million charge to unwind interest
rate derivative contracts that were tied to interest rates in Germany
and the US. When the interest rates rose in both countries above the
derivative’s contractual hurdle rate (which required P&G to pay in-
terest rates that were 412 basis points above the then commercial

1 The US$7.5 billion Orange County Investment Pool belonged to more than 180
municipal organizations such as fire, police, sewer districts and schools in the
county, and the county itself.
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“… recently … the Australian
government’s bet on its own
currency over the past five

years went against them and
it may cost taxpayers as
much as US$2.6 billion”.
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paper rate), the leveraged derivatives became too costly for P&G.
More recently, in this new year, we learnt that the Australian

government’s bet on its own currency in the past five years went
against them and may cost taxpayers as much as US$2.6 billion.
Other experts got it wrong too. Analysts on average predicted
the currency to gain 11 per cent in 2001. It fell 8.8 per cent, even
as the economy grew 2.4 per cent for the year, double US growth.

�  Credit Risk

Credit risk is the risk of financial losses resulting from one of the
parties to a contract not performing on its contractual obligations.

Credit risk comprises risk of loss resulting from the counterparty
defaulting on its financial obligations during the life of the obliga-
tion. Credit risk in its simplest form exists whenever one party lends
money to another, it can be in the form of a straight loan or a bond
issue. The party that provides the loan to the counterparty, or buys
the bond issued by the counterparty, is faced with potential losses
due to the non-performance of that counterparty. Credit risk can
be minimised by proper credit risk management controls and pro-
cedures that require
counterpar ties to
maintain adequate
collateral, make mar-
gin payments, and
have contractual pro-
visions for netting.

Many examples of
credit risk gone bad
can be found in the history of the recent Asian crisis. For exam-
ple, J.P. Morgan reclassified approximately US$600 million of its
loans as ‘non-performing’ due to the crisis in Asia.

�  Liquidity Risk
Liquidity risk can be clas-

sified into two forms. One
is the standard terminology
used by organisations to
refer to their cashflow ‘li-
quidity’ problems, i.e., not
having sufficient liquid cash
to allow an organisation to
continue in its successful
running of its day-to-day op-
erations. In the other form,
liquidity risk is used to refer to the risk occurring within the financial
markets when a party to a financial instrument or obligation is not
able to easily unwind or close-out the instrument position quickly
and at a reasonable price, and, as a result, incurs a loss.

In the second form of liquidity risk, risks also exist when the

instruments used by an organisation to hedge its exposure can-
not be easily transacted at a reasonable price in a reasonable
timeframe, thereby resulting in losses relating to market move-
ments in the unhedged position.

An example of liquidity risk is illustrated by the March 1994
US$600 million loss of Askin Management. Askin specialised in
mortgage-backed debt instruments known on Wall Street as “toxic
waste” because they carried the highest credit and interest rate
risks. When interest rates rose sharply, trading in these debt in-
struments ceased. No market participant would quote Askin a
price on their positions anywhere near what they had paid. Kid-
der, Peabody & Co. also lost US$25.5 million, which it had loaned
to Askin to leverage these positions.

�  Operational Risk
Operational risk is an area that has received increased atten-

tion in recent times due to its potential impact on an organisation.
For some time now, the markets could not come to an agreeable
definition of operational risk, so various forms and definitions have
been developed.

In its recent effort to provide a unified definition of operational
risk, the Basel Committee on Banking Supervision defines Op-
erational Risk as the risk of direct or indirect loss resulting from
inadequate or failed internal processes, people and systems, or from
external events.

Using the Basel definition of Operational Risk, one can see that it
entails a comprehensive coverage of what most of us have come to
understand as operational risk. For example, Operational Risk would
include the breakdown in controls within an organisation including,
but not limited to, unidentified limit excesses (internal processes and/
or systems), unauthorised trading (people), fraud in trading (people)
or in back office functions including inadequate books and records
(internal processes and/or systems) and a lack of basic internal ac-
counting controls (internal processes), inexperienced personnel (peo-
ple), and unstable and easily accessed computer systems (systems).

An example which highlights the importance of managing and
controlling Operational Risk would be the Barings case which
occurred in February 1995.

B U S I N E S S  A N D  I N D U S T RY

“J.P. Morgan reclassified
approximately US$600
million of its loans as
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Barings’ failure
was due to immense
losses from unau-
thorised and hidden
derivatives trading
of an employee of
Barings Futures Pte.
Ltd in Singapore that
went virtually unde-
tected by manage-
ment. The trader
had been left unsu-
pervised in his dual
role as head of fu-
tures trading and head of settlements. The lack of a segregation of
duties within its operations, i.e., the bank’s failure to separate front
and back office functions, created operational risk which resulted
in irrecoverable losses and the eventual collapse of the firm.

In another example, poor operational risk management and con-
trols led to an even bigger loss at Japan’s Daiwa Bank Ltd. (“Daiwa”)
in the bond market. In 1995, it was discovered that a bond trader at
Daiwa was able to conceal approximately $1 billion in trading losses
because of his access to the bank’s accounting books. As with the
Barings case, there was no segregation of duties and the trader
was in control of accounts as well as trading activities.

�  Legal Risk
Legal risk arises from

the possibility that an en-
tity may not be able to en-
force a contract against
another par ty. It stems
from the possible risk of
loss due to an unenforce-
able contract or an “ultra
vires” act2  of a counter-
party. Legal risk involves
the potential illegality of a contract and/or the possibility that the
other party has entered into the contract without proper authority.

As an example, the UK decision in Hazell v. Hammersmith & Fulham
L.B.C., 2 W.L.R. 372 (1991), ruled that swaps transactions entered into
by local government authorities were ultra vires and were therefore
legally unenforceable contracts. This ruling cost banks approximately
US$1 billion in defaulted swap payments. The need for legal clarity is
highlighted by the fact that legal counsel in Hazell had made continu-
ous assurances that swaps contracts were legal and enforceable.

Orange County too has asserted an ultra vires claim in its suit
against Merrill Lynch, claiming that the investment bank should
have known that the contract violated several provisions of the
California Constitution, thus rendering them unenforceable. In
today’s global environment, major financial organisations are faced
with substantial litigation, both as plaintiff and defendant, because

of the nature and scope of their business activities.
It is therefore clear that an organisation cannot over emphasise

the importance of a good and effective Firm-Wide Risk Manage-
ment policy and framework, and that the effective implementation
of such a policy depends on every member of the organisation.

Measurement
Having identified the various financial risk areas that your com-

pany may be exposed to, you will be required to quantify these risks.
Value-at-Risk (VaR) has been widely used for the measurement

of market risks. The concepts of VaR can also be applied to the
measurement of other forms of risks.

VaR is a single number representing the maximum likely ag-
gregate loss within a pre-determined period for a given company
or portfolio within a pre-specified confidence level.

VaR plays an important role in the following ways:

� It is a good universal risk measure across all business units and
can be comparably measurable for different product groups.

� It can be used to determine the level of capital to be set aside
under the Capital Adequacy Requirement rules set by the Bank
for International Settlements (BIS).

� It can be used to assist management in evaluating the perform-
ance of the various business units and strategies on a risk-ad-
justed basis, i.e. to be able to “compare apples with apples”.

However, using VaR on its own has its shortfalls. Other meas-
ures need to be done to provide more accurate values of the risks,
some of which includes Conditional VaR and Stress Testing.

Conclusion
The concept of firm-wide risk management is not something

new. In some ways, it may even seem like common sense, and we
have often heard too that common sense is often not common at
all. It is therefore hoped that this article brings focus and aware-
ness of the various forms of risks and it gets organisations around
the region thinking about the importance of good risk manage-
ment policies and framework.

Firm-wide Risk Management will only be effective within an
organisation when there is

� support from the top management (Top-down approach);

� acceptance from the middle and lower management (Bottom-
Up approach).

Note :  This article includes extracts from the book “Firm-Wide Risk Man-
agement” by Dr. Jeffrey C.K. Lim.
Jeff also leads hands-on seminars together with group discussions on this
and other related risk management topics. For more information, please
go to: www.pi-eta.com/training.asp.
If you would like to purchase the book and/or attend the seminar, please
email marketing@pi-eta.com or contact PI ETA at +65 6341 0010
Dr. Jeffrey C.K. Lim, certified Financial Risk Manager (FRM), is currently
the Managing Director of PI ETA Consulting, a Financial Risk Manage-
ment Consulting Company. A Chartered Mathematician (C.Math.), Jeff
earned his Ph.D. in Stochastic Financial modelling from the University of
Cambridge, England. He was a Derivatives Analyst with Nomura Interna-
tional in London, England, and subsequently joined NatWest Markets from
London to become its Head of Currency Structured Products for South
and South-east Asia. He then moved to American Express Bank to become
its Director of Structured Products, prior to assuming his current position.

“… the Barings case  …
February 1995. Barings’

failure was due to immense
losses from unauthorised and
hidden derivatives trading of

an employee of Barings
Futures Pte. Ltd in Singapore
that went virtually undetected

by management”.

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

AN

2 An ultra vires act is defined as any act performed without legal authority be-
cause such an act is beyond the scope of powers granted to a corporation, state
or municipality.
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B U S I N E S S  A N D  I N D U S T RY
M A N AG E M E N T

Implementing a
Balanced
scorecard
in 16 weeks
By David Parmenter

In the groundbreaking work The
Balanced Scorecard , Rober t
Kaplan and David Norton indi-
cated that 16 weeks was an ad-
equate timeframe to set up a

balanced scorecard.
The organisations they had in mind

would typically have been larger and more
complex than New Zealand organisations.
So why is it that in many Kiwi organisa-
tions 16 weeks becomes 16 months!

If the balanced scorecard process has
revolutionised organisations, why haven’t
all New Zealand organisations with more
than, say, 20 staff got one?

I suspect the problem stems from the top
with a lack of understanding, commitment
and prioritising of this important process.

Many organisations have made half-
hearted attempts at setting up a balanced
scorecard, fitting the project around com-
peting, but perhaps less important, fire-
fighting activities.

Often, the balanced scorecard that even-
tually results is well and truly overcooked,
having gone through numerous changes
as each member of the senior management
team brings their brainwave to the project.

Lesson 1
Senior Management Team

Commitment and Education
The senior management team has to be

committed to the scorecard and commit-
ted to driving it through the organisation.
If implemented properly, the scorecard will

David Parmenter offers 10
lessons to speed your way to

better management.

create a dynamic environment.
Before the senior management team can

do this, however, they need to be sold on
the concept and to fully understand why
they should treat it as their highest prior-
ity —even if that means allowing “some
fires to burn themselves out” so resources
are not diverted.

As a minimum I suggest a half-day work-
shop, where the entire executive team
meets to receive presentations by experts,
organisations with balanced scorecards
and an in-house team made up of recog-
nised candidates to lead such a project.

After this meeting the senior manage-
ment team will be in a position to either
commit to it, or put it on the back burner.

By commitment I mean the senior man-
agement team will need to set aside time
each week for giving feedback on sug-

gested measures, being available to the
balanced scorecard team, visiting other
balanced scorecard sites and approving
balanced scorecard investment proposals
— all in a tight timeframe.

As one person commented to me,

I think senior staff can simply view devel-
opment of a balanced scorecard as an end
in itself and (something to) go through to
‘keep the boss happy’ :  They are not strate-
gic in their perspective so don’t see the bal-
anced scorecard as a tool to help them bet-
ter understand and manage their organi-
sation. This can be reflected in a loss of
interest when the process of development
gets tough, such as deciding on KPls to use
and the trade-offs to be made. While the
senior management team is important I
think the CEO is critical. He or she must
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BalanceD Scorecard
Implementation Guidelines

Observations that will help the reader implement a balanced scorecard in their
Organisation in a 16-week timeframe.

Senior management team commitment and education

Focus on the critical success areas

Focus on the magic-20 Key Performances Indicators (KPIs)

Select a small team

“Just do it”

Don’t get too flash

In reality it is not one balanced scorecard

You need to know your KPIs even if you do not implement a balanced scorecard

Balanced scorecard designs are an art form not a science

The balanced scorecard is far too important to be left on an individual’s
performance agreement
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be the central driver and carry around the
embryo balanced scorecard with them all
the time, talk about it frequently, etc.

Focusing on the balanced scorecard will
help the senior management team to re-
think strategies.

In fact it might be better to redirect the
resources from the next strategic plan into
developing a balanced scorecard.

Benefit of this action — The senior
management team will get a buzz from be-
ing involved in a dynamic project, enhanc-
ing their understanding of their business
and further developing their organisation’s
business strategies.

Lesson 2
Focus on the critical success areas

Too often there is too much time spent
debating the ‘quadrants’, their names and
the design of the scorecard. It is easy to get
carried away with the debate, spending
months on the quadrants but making little
progress on the critical success areas.

When the focus is on these areas, the
measures will become obvious.

Why not simply adopt without discussion
the four quadrants from Kaplan and Norton?
Sometimes the simplest solution is the best
and quickest. Alternatively, other books and
articles suggest a wide range of balanced
scorecards. One of these can be used for the
first six to 12 months as a better practice tem-
plate (for quadrant titles and design only).

After 12 months the organisation will be
able to fine-tune the scorecard to better
meet its needs.

Too much time can be spent debating
whether there are four or five sections and
what there names are.

Let me save you some trouble. You will
need sections on :

� Financials — why not call it financials?

� Staff — why not call it learning and growth?

� The customer — why not call it customer
focus?

� Internal business processes — why not
call it service delivery?

Benefit of this action — The senior man-
agement team will invest their time in scor-
ing goals rather than playing around on the
electronic white board discussing their moves.

Lesson 3
Focus on the magic 20 KPIs

Kaplan and Norton suggested 20 meas-
ures. Nature provided us with 20 digits and
four limbs, so a balanced scorecard with four
sections containing five measures each, does
have some natural symmetry. The hard task
is to whittle down the hundreds of measures
to the 20 measures that really matter.

The top 20 measures need to be KPIs.
Many people confuse result indicators with
KPIs (sales, profit before tax and interest
are not KPIs as they are a result of critical
success factors occurring. One needs to
look at these events and dig deep enough
to find the appropriate KPI measures).
Lord King, Chair of British Airways, fo-
cused on one measure to make a signifi-
cant change to the company — late planes.

No matter how complex your organisa-
tion is, such as a council, district health
board or diverse manufacturer, it is impor-
tant that you do not get sucked into con-
solidating unit measures unless they really
do fit in the top 20.

Benefit of this action — The KPI team
will immediately have a focus on the end
product — they will not be trying to edit
80 measures from 200.

Lesson 4
Select a small team

As Kaplan and Norton note, balanced
scorecards can be designed successfully
by a small team, or even an individual —
without going through a wide-ranging con-
sultation process.

The proviso is that the designers need
to have an in-depth understanding of the
business.

It is important to select two to four appro-
priate staff for the balanced scorecard team
who have a track record of excellent presen-
tation skills, innovation and completing tasks.

They also need knowledge of the organi-
sation and sector, communication skills
and the ability to bring others on board.
These staff members need to be commit-
ted full-time.

You certainly will not complain if the
project finishes earlier. All business units
and service teams should have a liaison
person who is knowledgeable about their
operation, and who is available to provide

knowledge about their area and feedback
to the project team members.

Members from the senior management
team, with the best will in the world, can
never be full-time on a project

My suggestion is to find those ‘oracles’
in your organisation and team them up with
your ‘top guns’ — the young and preco-
cious leaders of the future who are not
afraid to go where angels fear to tread, or
be side tracked by day-to-day drama.

Benefit of this action — The project
won’t be cluttered with too much intellec-
tual procrastination.

Lesson 5
“Just do it”

The senior management team and bal-
anced scorecard project team need to en-
sure that the balanced scorecard project
team has a “just do it” culture. You don’ have
to rely on experts to run the project as they
may not produce what you need anyway.

All the team needs is access to a bal-
anced scorecard database to help provide
information on measures, and a proven
facilitator to help develop performance
measures and their repor ting. The
facilitator’s role is to be a mentor to the
project team, keeping a low profile at bal-
anced scorecard presentations.

If you need a manual, I suggest, “The bal-
anced scorecard :  Translating strategy to ac-
tion” by Robert S. Kaplan and David P. Norton
(Harvard Business School Press, 1996)

Benefit of this action — You probably
have a better chance of getting a scorecard
that works in 16 weeks, than you have in
16 months. I could be proved wrong, how-
ever, and would welcome feedback from
organisations that have procrastinated in
this area, and that can say why their tech-
nique is successful.

Lesson 6
Don’t get too flash

CEOs are often ‘gun-shy’ of large projects
that they perceive as mostly run by expen-
sive international consulting firms? The
last decade was littered with six and seven-
figure consulting assignments that have
not produced the desired value. The bal-
anced scorecard is such a simple concept
that it can and should be largely carried
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out in-house. The beauty is that, just like
an artwork, you can be criticised on taste
and content, but you can’t be wrong.

For the first 12 months, simple data cap-
ture and presentations should suf fice.
There is no need to purchase specialised
software at this stage, since you can use
common Microsoft applications such as
Excel, PowerPoint, SharePoint Team Serv-
ices and Access. Purchasing new software
can be done more efficiently and effectively
12 months down the track. Also, you can
obtain better balanced scorecard measures
and formats from organisations specialis-
ing in this kind of design.

SharePoint Team Services is an exam-
ple of easily accessible software you can
utilise now. SharePoint is provided free of
charge with FrontPage 2002. The key fea-
tures are the ability to set up intranet
websites (that anyone interested in the bal-
anced scorecard project can access), pre-
formatted lists with expiration dates to
keep announcements current, a place to
collaborate on key balanced scorecard
documentation, and reports in real-time.

Benefit of this action — By focusing
on an immediate solution, using existing
in-house software, the project time-scale of
16 weeks will not be compromised by de-
lays in system development.

Lesson 7
In reality it is not one balanced

scorecard
Kaplan and Norton always envisaged

balanced scorecards cascading to business
units and service teams. During the 16
weeks, many measures will be found
which, while not in the top 20, will be very
relevant to business and service teams.

It is important that these measures are
‘trapped’ and communicated to these teams
through the creation of a balanced score-
card database and a balanced scorecard
website. During the 16 weeks it is impor-
tant that work on the cascading balanced
scorecards does not divert the project team.
The activity should stop when the lower-
level measures are documented. Teams and
business units can then make progress on
their measures as part of a second phase.

A by-product of the second phase (which
largely involves teams and business unit
balanced scorecards), will be a further mi-

gration of one or two of the top 20 meas-
ures. This will occur naturally as more
mental energy has been applied and the
ideas have been allowed to develop.

Benefit of this action — Trapping
knowledge and information while still
maintaining focus.

Lesson 8
You need to know your KPIs even

if you do not implement a
balanced scorecard

It is possible, although unlikely, that your
organisation will step back from imple-
menting a balanced scorecard. Would this
mean that the exercise has been a waste
of time? Clearly not, as you need to know
your KPIs even if you do not implement a
balanced scorecard.

A 16-week exercise on your balanced
scorecard will educate management and
staff on the difference between key result
areas (KRAs) and KPIs.

In the past I have often used these two
terms in similar ways, but they are different.
KRAs are the facets “that determine organi-
sational health and vitality” and in which the
organisation needs to perform well.

KPIs are the actual measures by which per-
formance can be tracked within these KRAs.

In British Airways for example, the

timely departure of an aircraft (a KPA) had
major ramifications to customer satisfac-
tion, supplier relationships and avoiding
penalty costs such as passenger overnight
stays and servicing schedules. The report-
ing of the actual delay was the KPI.

Finding the KRAs and the appropriate
KPIs is very much like peeling off the lay-
ers of an onion. While it is easy to come up
with a reasonable list of indicators, it is
hard to find the key performance indica-
tors, which may be less than five per bal-
anced scorecard quadrant.

Benefit of this action — KPIs are
meaningful, even if you don’t have a score-
card.

Lesson 9
Balanced scorecard designs

(are an art form not a science)
Again “just do it”. What you are looking

for is a balanced scorecard that covers the
measures in the quadrants and which the
senior management team agrees to leave
unchanged for at least six months. All sug-
gested modifications should be recorded
and assessed at a later date. No doubt many
will not stand the test of time

I recall, when working for an oil company
in the 1980s, spending many an hour de-
bating which colours were most appropri-

B U S I N E S S  A N D  I N D U S T RY
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ate in presentations to senior management.
Those were the days when time stood still
and there weren’t any pressures or head
office costs in the oil industry. I’m sure
most readers will have similar experiences.

The issue here is to ensure you don’t
have a similar experience on your balance
scorecard project. One solution is to leave
the final balanced scorecard template to
the 2-4 person balanced scorecard team,
trusting in their judgment. Tell them that
you will be happy to live with their work
knowing that it’s up for reassessment six
to 12 months down the track.

Examples of balanced scorecard tem-
plates are shown below and on the previ-
ous page. I suspect one would provide your
organisation with a good template for the
first six months of operation, so again you
can concentrate on the measures.

Benefit of this action — A consistent
balanced scorecard, that has not absorbed
too much management time.

Lesson 10
The balanced scorecard is far too

important to be left on an
individual’s performance agreement

Far too frequently important projects are
assigned to an individual when the real

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

owners should be the senior management
team, or in fact the organisation.

The balanced scorecard is far too impor-
tant to be left on an individual’s perform-
ance agreement. We recommend that the
project team have a Web page that they up-
date daily, informing the organisation and
senior management of progress.

Weekly PowerPoint presentations
should be the means of communication, as
we all know how hard it is to get busy peo-
ple to read what they are given.

Benefit of this action — Wide owner-
ship, instant communication and no possibil-
ity of anyone saying, “I wasn’t kept informed”.

Last Words
�  Set a deadline of 16 weeks

� Start with the senior management
team buy-in, then educate them

� Ensure  you have peeled enough layers
off the onion to get to the core issues

� Communicate to staff and manage-
ment through PowerPoint and bal-
anced scorecard Web page.

� Remember it’s an art not a science. There
isn’t a 100 per cent correct solution

� “Just do it”  — procrastination is in-
fectious.

Note :  David Parmenter is CEO of Waymark
Solutions, a Wellington firm specialising in help-
ing organisations to measure and improve per-
formance. For more information, e-mail :
parmenter@waymark.co.nz or consult :
www.waymark.co.nz.
Article first published in the April 2002 issue of
The Chartered Accountants Journal of New Zea-
land. Reprinted with permission.

AN
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It was a very personal decision.
The nation has now got to learn
exactly the opposite to what it
has accustomed itself to in the
past 21 years. To live without

Prime Minister Datuk Seri Dr. Mahathir
Mohamad at the helm is indeed Malaysia’s
new challenge.

After dedicating more than half of his life

to politics, the UMNO President used the
recent UMNO General Assembly as the
platform to openly announce his unex-
pected resignation. In the ensuing confu-
sion and disbelief carried live on the local
TV networks, the party’s Supreme Coun-
cil and more than 2,000 delegates managed
to get him to “retract”.

However, two days later came the real

announcement. Dr Mahathir would only re-
main the party’s chief and Prime Minister
for another 16 months before handing over
to his deputy and anointed successor,
Datuk Seri Abdullah Ahmad Badawi in Oc-
tober next year.

To be fair, Dr Mahathir did not get the
chance to finish off his winding-up speech
at the UMNO assembly. Had he the oppor-
tunity to carry on uninterrupted, he might
have elaborated and spelt out his plan on
June 22 itself. As the event turned out, he
had also missed the traditional press con-
ference on the last day of the assembly. Now
Malaysians and the mass media would have
to wait for his return from his 10-day vaca-
tion in Italy to hear from the man himself
about the succession plan as well as related
party and governmental matters.

Once accused of wanting to stay in of-
fice until his last breath, Dr Mahathir
should now be commended for his willing-
ness to call it a day; foregoing all the power,
privileges, prestige and glamour. Critics
and detractors just brushed aside Dr
Mahathir’s assertion that he had wanted
to resign a few years back but had to
change his mind with the onset of the Asian
financial crisis and the Datuk Seri Anwar
Ibrahim saga. Dr Mahathir also used to say
that he wanted to leave an intact party and
government to his successor.

Now he has decided to go on a high note
— with his domestic and international
standing at an all-time high.

The statements by Abdullah and others
so far have generally been well received.

Unlike many Third World countries in-
cluding certain neighbours of ours where
chaos is common place, there has been
relative calm after the emotional reaction
to Dr. Mahathir’s initial announcement at
the UMNO General Assembly.

True the Kuala Lumpur Composite In-
dex (KLCI) hit a 3-month low on June 24
over the uncer tainties caused by Dr.
Mahathir’s initial unfinished announce-
ment. It was also down almost two per cent
in early trading the following day. However,
upon the announcement of the succession
plan, sentiment improved with the KLCI
ending down 1.3 per cent. Bonds also ral-
lied on the news whereby sovereign spread
narrowed 10-20 basis points.

P O L I T I C S
N AT I O N

“I’ve Made My
Decision, It’s Been
Long Enough” …
Prime Minister Datuk Seri Dr. Mahathir Mohamad

Prime Minister Datuk Seri Dr Mahathir’s impending resignation
has been confirmed, the choice of Deputy Prime Minister Datuk
Seri Abdullah Badawi as successor reaffirmed, and a timetable for
the succession clearly worked out.

By Tareq Ismaun
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 Analysts say that for the time being, it
is expected that there will be few serious
changes in government policy. Rather, pro-
vided that the US economy continues to
recover, they reckon that Malaysia would
steam ahead out of last year’s near-reces-
sion. Indeed analysts say that there are
good reasons to believe that Malaysia now
has the capacity to weather future strains.

Ever since the absence of Dr. Mahathir’s
former protege-cum-Deputy Prime Minister
Datuk Seri Anwar Ibrahim from the succes-
sion equation, one major internal uncer-
tainty for Malaysia has been the question
of who would succeed Dr. Mahathir. Now
that it has been addressed, complete with a
schedule and endorsements from the rul-
ing Barisan Nasional, Backbencher’s Club
and from within UMNO itself including the
three vice-presidents, Malaysia’s short-term
outlook looks encouraging.

For instance, in affirming all of its ratings
on Malaysia, international rating agency
Standard & Poor’s (S&P) says the an-
nouncement of the succession plan for Ma-
laysia’s political leadership has effectively
addressed near-term policy uncertainties.
Likewise, rival agency Moody’s Investors
Service says the announcement of the PM’s
intention to step down in October 2003 has
not affected its decision to consider possi-
ble upgrade for Malaysia’s rating.

Clearly it is up to Dr. Mahathir’s succes-
sors to display the expected maturity and
project a cohesive front, which can be
translated into avoidance of major leader-
ship tussle and policy drift, especially the
pro-business policies which the BN has
always been associated with. It is also ex-
pected that Abdullah will continue with the
government’s commitments on corporate
restructuring and transparency.

Apart from being seen as clean and reli-
gious, Abdullah himself is very experi-
enced both in politics and government. A
former civil servant, he has been in Parlia-
ment for 24 years and held a number of
key ministerial posts including education,
defence and foreign affairs.

Abdullah’s father was a religious scholar
and a founder of UMNO. Says an analyst,
“Pak Lah has a religious qualification. He
can easily fend off any threat from the op-
position PAS.” Adds another, “He carries

no baggage and he has never been involved
in any scandal or controversy.”

While Abdullah’s style is more consen-
sual, he will also benefit from the early
announcement by Dr. Mahathir, who would
no doubt help him consolidate his position
further in the next 16 months. He may be
largely untested but it will be a mistake to
underestimate his capabilities.

For the record, Abdullah was sacked
from the cabinet in 1987 after opposing Dr.
Mahathir in party elections, but he won the
post of UMNO vice-president, held onto
the office, and was re-elected to the post
in 1990. In 1991, Dr. Mahathir brought him
back into the cabinet. Abdullah subse-
quently replaced Deputy Prime Minister
Anwar Ibrahim, who was sacked in 1998.

Analysts believe that under Abdullah,
Malaysia may move towards a more collec-
tive style of leadership. They also feel that
institutions like the judiciary, civil service and
the media can function more effectively, thus
providing greater check and balance in Ma-
laysia’s Westminster style of government.

As an astute and visionary leader of inter-
national stature, Dr. Mahathir will leave be-
hind a profound legacy on Malaysians from
all walks of life. The development agenda,
international competition and challenges for
the country in a borderless world need to be
addressed in the Dr. Mahathir spirit of Ma-
laysia Boleh. It will only be a fitting tribute
and genuine respect for the great sacrifices
that he has made for this country, if the new
leadership and the rakyat can rise to the oc-
casion together as if Dr. Mahathir is still
around with us. This includes the ability to
think creatively and strategically and possi-
bly take unconventional positioning and ac-
tions to protect the country’s interests in line
with Malaysia’s Vision 2020.

Although the 16-month transition period
may be seen as too long a notice, one
should recognise that just as in the case of
taking leave, it is far easier to cut short
one’s leave than asking for an extension.
In this case, should all that is needed to be
done to ensure a smooth transition of
power is indeed put in place before Octo-
ber 2003, then nobody should object if the
PM wants to go earlier. The other thing to
note is Dr. Mahathir is an international
leader whose leadership is also sought af-

ter at international fora and by multina-
tional agencies. For all his thoughts and
proactive actions for the betterment of the
developing world, it is also fair to allow him
to continue serving and exercise whatever
influence he can until the end of the
Malaysian chairmanship of the Organisa-
tion of Islamic Conference (OIC) and the
Non-Aligned Movement next year.

A key development to watch is the
Pendang and Anak Bukit by-elections,
which will be held on 18 July. These will
be the first direct clash between PAS and
UMNO since the last general election,
which saw substantial Malay votes swing
to the opposition. It was fated that some
16 hours after Dr. Mahathir’s announce-
ment on 22 June, the former Leader of the
Opposition and PAS President Datuk
Fadzil Mohd Noor passed away at HUKM.
Analysts say the by-elections would be a
first crucial test for both Abdullah and
Datuk Seri Hadi Awang, the Terengganu
MB who has taken over from Fadzil as
PAS’s Number One leader.

If UMNO can capture the two seats —
one state and one parliamentary — from
PAS, analysts reckon that the general elec-
tion may be held as early as end of this year
or early next year. Otherwise it is also
speculated that it may be held either mid-
dle of next year or in October 2003 to coin-
cide with Dr. Mahathir’s official departure.

Whatever the date is, sources say that
the BN machinery and allied support have
been put in place almost immediately after
the completion of the post-mortem on the
last general election. Strengthening the
party by taking up a more credible cam-
paign strategy compared to the one
adopted in the last general election may
well be a major contribution by Dr.
Mahathir before he finally bids adieu.

Relishing challenge after challenge, Dr.
Mahathir has successfully developed and
effectively stabilised Malaysia. His health
permitting, there is no doubt that upon re-
tirement, he can still play a different kind
of role for the country and the international
community.

Whether he will focus more on sharing
his thinking via writing or undertake a spe-
cial party or international assignment, the
country wishes him well! AN
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M O N E Y  T R E E
F I N A N C I A L  P L A N N I N G

Give to Get
to Give to …

Physicists love the word ‘entropy’. It refers to the tendency
every natural system has to move from a state of order to that
of maximum chaos. Entropy explains why astronomers
believe the universe appears to be heading toward a final
‘heat death’, countless billions of years from now. Entropy can
also be used to rationalise why your clients’ accounts some-
times refuse to balance; and why your teenager’s bedroom
might look like a concussion grenade just went off in it.

Not surprisingly, entropy also works in our financial

lives. This regular feature represents Akauntan Nasional’s
(AN) serious bid to educate all Malaysians of the need for
wise adherence to sensible financial planning principles
and strategies. Each accountant is a centre of influence —
in your of fice, to your colleagues and clients; and in your
home, to your family. Money Tree is thus designed to help
you learn and then teach — in steps — all that is impor-
tant in crafting a life of financial abundance, bounty and
contentment.

Another way of understanding the moral
of the story is to see that unused, under-
utilised riches are useless.

For the vast majority of Malaysians who
perhaps don’t have as much money as they
would like, but certainly have more than
enough to cover basic necessities — PLUS
quite a few frills — there is an ancil-
lary lesson.

Generosity Begets
Great Wealth

I am convinced that the true level
of a person’s wealth is not a func-
tion of the number of zeroes in his

By Rajen Devadason

Living a rich life, a wealthy life,
has less to do with the amount of
money in your bank account than
with the attitude toward money in
your cerebral account.

“Your Brain Matters Most”
I say that with conviction because the way

your mind views money is more important
than the quantity of it that you happen to
have today. Let me repeat an ancient tale by
a man wiser than I, which drives home this
truth with greater power than I am capable
of conjuring up on my keyboard :

THE MISER AND HIS GOLD
By Aesop

Once upon a time there was a Miser who
used to hide his gold at the foot of a tree
in his garden; but every week he used to
go and dig it up and gloat over his gains.
A robber, who had noticed this, went and
dug up the gold and ran off with it.

When the Miser next came to gloat
over his treasures, he found nothing but
the empty hole. He tore his hair, and
raised such an outcry that all the neigh-
bours came around him, and he told them
how he used to come and visit his gold.
“Did you ever take any of it out?” asked
one of them.

“Nay,” said he, “I only came to look at
it.”

“Then come,” said a neighbour; “just
put a brick inside your hole and spend
your time looking at that, instead. It will
do you just as much good.”

Wealth unused might as well not exist.

net worth. There are millionaires who are
social and emotional paupers. Yet there are
normal everyday working guys and gals who
live full, abundant lives.

The key distinguishing feature between
those two categories is their capacity to be
generous — to give. The world seems to be

divided into two categories of
people : Those

who give

LIVE
RICH
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and those who take. Ironically, it is those
who regularly give who seem to be the ones
who constantly ‘get’ the most!

That may be why I tend to startle pro-
spective clients who are meeting me for the
first time. I don’t mean to jolt them out of
their comfort zone but invariably when I
go over the 10 major areas I focus on in
my financial planning consultancy work,
the last area causes most people to sit up.

To see if you have the same reaction, I
invite you to read — slowly, line by line —
each of those 10 areas :

Goal-setting;

Cashflow planning;

Liability management;

Estate planning;

Kids’ education funding;

Retirement planning;

Home ownership;

Insurance needs analyses for life, medi-
cal and general coverage;

Universal wealth accumulation; and
(wait for it!)

Planned giving to charity.

Most of you reading this already know
this and probably agree with the impor-
tance of charity. But if you also find your-
self muttering below your breath, “It’s easy
for him to talk. When I have lots of money,
I’ll give to charity too. Until then, I’ll look
out for number one,” then I urge you to
rethink your position.

For those who find it difficult to give
away RM1 when they have RM10 in their
pockets are unlikely to be able to force
open their white-knuckled, rigidly
clenched fists to donate RM100,000 when
they have RM1 million.

Thankfully, for our society as a whole,
Malaysians are more generous than most.
Many Muslims here gladly pay their zakat.
Some Christians tithe. Other Malaysians
of all religious persuasions, or none at all,
also regularly give to both religious and
secular charities.

But my key question is this :  Do YOU
as a responsible adult make giving to char-
ity or to those less well off part of your con-
sistent, disciplined financial plan?

I once heard someone quote somebody
else saying that God does not need to receive,
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but human beings need to give. I may not
know the source, but I couldn’t agree more
with the sentiment.

A few years ago, I was walking in
Seremban town with a relative who is a highly
paid engineer with a petroleum company. We
walked passed a beggar whom I knew by
sight. He had only one leg.

After I stopped and put some money in
the poor man’s hand, this relative said
something that made my blood boil :  “So,
you’re one of those who keep encourag-
ing these people to beg!”

I don’t think I said very much in retalia-
tion or justification, but I do remember
thinking that God keeps track of such
things. Now, I don’t know whether it is a
mere coincidence or something more, but
in the year following that incident, my rela-
tive got into trouble with a local bank over a
loan he had co-signed as guarantor. Then,
his first marriage ended in a messy divorce.

Every time I think about walking away
from someone who appears to have a genu-
ine need — as opposed to simply being a
reprehensible member of the conman clan
— I think about that incident. And then
give with a smile.

Of course, there must be discernment
and intelligence in the matter and manner
of giving; there ought to be balance.

There also ought to be three key com-
ponents to anyone’s financial plan : wealth
accumulation, wealth preservation and
wealth distribution.

I’ll identify each component by its letters :
WA, WP and WD, respectively.

Here are the 10 key areas I mentioned
earlier, in slightly abbreviated form, with
the appropriate components primarily as-
sociated with them :

Goal-setting — WA

Cashflow planning — WA, WD

Liability management — WA, WP

Estate planning — WP, WD

Kids’ education funding — WA

Retirement planning — WA, WP

Home ownership — WA

Insurance — WP

Universal wealth accumulation — WA

Planned giving to charity — WD

Of course, my own mapping of key area
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to component or components is not
carved in stone. But based upon my in-
teraction with clients, I believe this ver-
sion is essentially correct. (If you have any
comments, observations or areas of disa-
greement, you are welcome to contact me
at rajendevadason@yahoo.co.uk.)

Because I mapped more than one com-
ponent to some of the areas, there are 14
references on the right-hand side. To save
you having to count them, this is how many
times wealth accumulation (WA), wealth
preservation (WP) and wealth distribution
(WD) occur in the mapping exercise : 7
WAs, 4 WPs, and 3 WDs.

Obviously, I deem wealth accumulation
very, very important. Wealth preservation is
also crucial because to ignore it would be
silly and a mark of lousy stewardship. Wealth
distribution warrants three entries because
a truly ‘wealthy’ person — one who adopts a
wealthy state of mind — is wealthy during
his journey, not merely at his destination.

The three times wealth distribution ap-
pears are in Area 2 (cashflow planning),
Area 4 (estate planning) and Area 10
(planned giving to charity).

Wealth distribution has a role to play in
responsible cashflow planning because if
you want to live a life of abundance, then
you should set aside a portion of money to
give away each month.

Of course, linking wealth distribution to
estate planning is a no-brainer. The two prime
estate planning instruments are your Will
and any Trust you might decide to set up for
your children or for posterity. (My key source
of information in this regard is Saw Leong
Aun, CEO of Rockwills Corporation Sdn Bhd.
If you have a bona fide query, drop him a
line at lasaw@rwills.po.my and just say that
Rajen Devadason referred you to him.)

Then Comes …
Planned Giving to Charity

One of the main reasons I believe those
who give regularly do so well is because
they have successfully rewired their brains
to understand that we live in a plastic world.
By that I don’t mean we all live in houses
built of Tupperware.

What I do mean is that the world — quite
independent of our religion — seems to re-
spond to our worldview — our thoughts,
expectations and actions. There really does
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seem to be a tit-for-tat law in action some-
where out there!

If all that is a bit too philosophical for
you, here is some light relief.

A pessimist picks up a doughnut and
sees the hole. An optimist picks up the
same doughnut and is pleased with the
doughy ring. A realist comes along and
eats the doughnut.

We’ll leave the realist to digest his food
and just consider the other two. Pessimists
tend to believe our world is one of scarcity.
Optimists tend to believe our world is one
of abundance. And, in truth, our world is
plastic — or malleable — enough to accom-
modate both paradigms or mental models.

I heard a motivational tape recently by
Gerald Bradley, a Kiwi trainer who has re-
sided in Malaysia for the past few years.
One line by Bradley has burned a perma-
nent track in my brain :  “Think you can,
think you can’t, either way you’ll be right.

Of course, even with the most optimis-
tic view of life, you need to use intelligence.
A key principle for long-term financial suc-
cess is delayed gratification. What that
means varies for each person.

In my case, it means that I don’t drive the
biggest, newest car I can afford. Let me tell
you a little bit about my background, my
car and what all this has to do with giving to
charity and building long-term wealth.

I entered kindergarten in 1970. You prob-
ably didn’t want to know that, but I believe
in getting back to first principles. And I’m
pretty sure that around then was the first
time my father drummed home this guide-
line concerning cars. He told me never,
ever to buy a second-hand one!

All his life he’d made it a point of princi-
ple and pride to buy brand new cars. Be-
ing the obedient son, I listened to my fa-
ther. But only sort of!

When I bought my first, and still only, car, I
didn’t buy a second-hand one. I opted to buy
third-hand! That was back in late 1994. Now,
almost eight years later, my faithful Proton
Saga has more than 338,000 km on the ‘clock’.
It still runs exceptionally well but let’s just say
that my Proton’s signature internal rattling
and I are on a first-name basis.

Some sacrifices are required at the altar
of delayed gratification.

When I drove my car out of the second-
(and third) handcar dealer’s lot, its two pre-

M O N E Y  T R E E

vious owners had driven a combined total
of 53,199 km. Since then, I’ve added about
285,000 km to the tally. That’s the equiva-
lent of circling the globe, at the equator,
more than seven times.

There are advantages to being a reason-
able cheapskate. The key to long-term
wealth is to buy assets that appreciate. A
car is an asset, in that it appears on your net
worth statement as such. But regardless of
whether you have an outstanding loan on it
or not, your car is a depreciating asset.

A sure route to financial meltdown is to
buy more and more depreciating assets.

Now don’t get me wrong. I’m not saying
you shouldn’t own a great car. I’ve been
eyeing a sharp looking Jaguar for too long
to say that! But consider biding your time.
Don’t join the hordes of impatient people
who define affording something as being
able to afford the time payments on it.

Now, at the other end of the spectrum,
are those who act miserly for the wrong
reasons. As far as I know there are only
two bona fide reasons for temporarily liv-
ing like a cheapskate — as opposed to per-
manently being one deep inside.

First, to be able to give of your excess to
charity. There is a great deal of genuine
nobility exhibited by those who intention-
ally scale down their lifestyle so as to be
able to maximise the help they extend to
others. This can be done directly, to wid-
ows and orphans and cripples that you
know. Or indirectly, to charitable and medi-
cal research organisations.

Second, to live well under your means
so that you have excess to invest today for
growth tomorrow.

Of course, the best route in my opinion
is to weave the two approaches into the
very fabric of your life. I believe that is the
only way to experience genuine abundance
in your life.

In The Five Rituals of Wealth author Tod
Barnhart identifies these pre-requisites to
living a life of true wealth :

� Saving;

� Dreaming;

� Planning;

� Investing; and

� Giving.

I urge you to pick up a copy of this ex-
cellent book. To quote one paragraph :

While on vacation in Dublin, Ireland,
Henry Ford, the founder of the Ford Mo-
tor Company, was asked to contribute to a
collection for a new orphanage. Judging
the cause worthy, Ford promptly wrote out
a check for 2,000 pounds. The next day
the local papers covered the gift as head-
line news. However, the amount of the
check was wrongly quoted as 20,000
pounds. The director of the orphanage vis-
ited Ford’s hotel to apologise for the mis-
take, but Ford answered, “There’s no need
for that. I’ll give you a check for the re-
maining eighteen thousand pounds, but
only on one condition. When the new or-
phanage opens, I want a special inscrip-
tion on it.” The new building was erected
shortly thereafter, and carved in stone
above the entryway were the words : I WAS
A STRANGER, AND YOU TOOK ME IN.

Rich people often get a bad rap for being
self-centred. What most of us tend to forget
is that money itself is not a corrupter. It is a
magnifier. A bad man with a lot of money
can do a lot of harm. A good woman with a
lot of money can do a lot of good.

I hope I’ve made my point.
Help others intelligently. It’s very good

for them and it is very, very good for us.

Note :  The writer, a financial planning consult-
ant and trainer, is co-author of the best seller
Financial Freedom — Your Guide to Lifetime Fi-
nancial Planning and its just released sequel Fi-
nancial Freedom 2 — Through Malaysian Equi-
ties and Unit Trusts, (publisher :  KL MUTUAL).
He welcomes questions and comments on any
aspect of personal finance in Malaysia. Feel free
to ‘snail mail’ c/o Akauntan Nasional or e-mail
rajendevadason@yahoo.co.uk.
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Service, strength and innova
tion are hallmarks of South
ern Bank Berhad (SBB) —
traits that have made it one of
Malaysia’s 10 eminent anchor

banks. Quietly efficient and financially prof-
itable, SBB is constantly initiating new prod-
ucts and services to keep abreast of devel-
opments in the highly dynamic banking sec-
tor. Apart from providing a broad
spectrum of banking services, it rec-
ognises that investment services
have a niché market that will help
to diversify the income stream.

 “SBB Investment Services,” Tho-
mas Van Tighem, General Manager
of the Consumer Banking Group at
Southern Bank Berhad told
Akauntan Nasional “… is designed
to facilitate the customer’s invest-
ment plans through an educational
process.” Van Tighem has been ac-
tive in the financial services indus-
try for over 17 years. Prior to his
Malaysia appointment, Van Tighem
was a Regional Director with Inves-
tors Group Financial Services, one
of Canada’s largest financial plan-
ning companies. Investors Group
currently manages mutual funds
with assets in excess of $C80 billion
and is a market leader in term in-
surance and housing loan products.

He joined Southern Bank
Berhad in April 2001 with the be-
lief that financial services compa-
nies should integrate a customer-
focused strategy of personal serv-
ice and breadth of product. Hence,

B A N K I N G
I N V E S T M E N T

The right

BANKING
Traits! Southern Bank on Investment Services

his primary focus since joining SBB is to
build a proactive consumer-banking group
that offers complete banking solutions to
the customers of Southern Bank Berhad.

SBB did a lot of homework before bring-
ing these innovative products into the mar-
ketplace. It was only introduced after
months of extensive customer research
where it actively sought to understand how

it could provide a distinctive edge for in-
vestors. “Customers nowadays seek a con-
venient one-stop financial institution where
they are able to understand their invest-
ment objectives better, determine and cre-
ate their investment portfolio and receive
advice on their investing strategies to bet-
ter allocate their assets,” says Van Tighem.

SBB Investment Services is a very new
division and currently distributes 58
unit trusts for 11 unit trust compa-
nies. The total assets of these 11
companies would represent over 50
per cent of the unit trust market
share. Unlike most developed mar-
kets where investments in unit
trusts represent an average of 30 to
35 per cent of market capitalisation,
approximately only 3.5 per cent of
the Kuala Lumpur Composite Index
(KLCI) is invested in private unit
trusts. This is up from 3.2 per cent
in June 2001. The Federation of
Malaysian Unit Trust Managers
(FMUTM) projects that unit trusts
will make up 20 per cent of market
capital of KLSE in 10 years. “We be-
lieve that there is a huge potential
for this market,” he predicts.

This optimism is based on a re-
cent survey conducted by SBB In-
vestment Services which revealed
that almost 49 per cent of the sur-
vey respondents have invested in
unit trusts while 37 per cent who
have not done so indicated a will-
ingness to invest in unit trusts in
the next six months. Of the 49 per

By Eddie Lee

Tom Van Tighem, General Manager
Consumer Banking Group, Southern Bank Berhad

… contined on page 37
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A D V E RTO R I A L

Malaysia’s Biggest Accountants’ Event is Back!

THEME : MALAYSIA’S NEW CHARTERED ACCOUNTANTS :
SECURING THE CREDIBILITY OF THE PROFESSION

DATE :  17-18 SEPT 2002key challenges.
As a bonus, accountants will also be inspired

by Thailand’s world-famous Mr Sandwich,
Sirivat Voravervuthikun, a corporate tycoon
whose fortunes plunged with the advent of
the Asian Financial Crisis of 1997, when in-
ternational currency speculators attacked the
Thai Bhat and other regional currencies. Like
a phoenix, he rose from the ashes of his failed
business to become a shining symbol of per-
severance and willpower, and the darling of
the international media. As special guest
speaker at the NAC2002, Sirivat will share his
diverse experiences ranging from the abyss
of his darkest days to his success in revamp-
ing his life. Take advantage of this rare oppor-
tunity to learn from a man who overcame the
challenges of global market forces to build a
competitive food business.

But that’s not all! We have lined up a host
of events that will make the NAC2002 a
truly memorable experience. Multi-award
winning international singer, Kris Dayanti,
promises to mesmerise with her sumptu-
ous vocals and glittering stage presence at
the gala dinner. Plus, we have numerous
other surprises in store which will be un-
veiled later at the NAC2002!

So make a date with us to satiate your
curiosity, whet your appetite for entertain-
ment and explore great new avenues for
career fulfilment at the NAC2002! Seats are
limited. Grab this golden oppor tunity
NOW and save RM100*.

* Note :  For early bird registration (on and be-
fore 17/08/2002). Terms and conditions apply.

MASB 30, Accounting and Re-
porting by Retirement Benefit
Plans, deals with accounting

and reporting by retirement benefit plans
where such reports are prepared. Retirement
benefit plans may comprise defined contri-
bution plans or defined benefit plans. The
Standard does not deal with reports to indi-
vidual participants about their retirement
benefit rights. Instead, it provides guidelines
on accounting and reporting of the benefit
plans to all participants as a group. MASB
30 supersedes MASB Approved Accounting
Standard IAS 26, Accounting and Reporting
by Retirement Benefit Plans.

Highlights
MASB 30 applies to both defined con-

tribution plans and defined benefit plans.
Many require the creation of separate
funds to which contributions are made and

MASB 30 : Accounting and

Reporting by Retirement Benefit Plans

S U M M A RY  O F  M A S B  3 0

from which retirement benefits are paid.
This Standard applies regardless of
whether such a fund is created. MASB 30
does not deal with other forms of employ-
ment benefits such as employment termi-
nation indemnities, long service leave ben-
efits, bonus plans or redundancy plans.

The report of a defined contribution
plan should contain a statement of net as-
sets available for benefits and a description
of the funding policy.

The report of a defined benefit plan
should contain either :

a) a statement that shows :

i) the net assets available for benefits;

ii) the actuarial present value of promised
retirement benefits, distinguishing be-
tween vested benefits and non-vested
benefits; and

iii) the resulting excess or deficit; or
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b) a statement of net assets available for
benefits including either :

i) a note disclosing the actuarial present
value of promised retirement benefits,
distinguishing between vested benefits
and non-vested benefits; or

ii) a reference to this information in an ac-
companying actuarial report.

The report of a defined benefit plan
should also explain the relationship be-
tween the actuarial present value of prom-
ised retirement benefits and the net assets
available for benefits, and the policy for the
funding of promised benefits.

Retirement benefit plan investments for
all plans should be carried at fair value.

The report of a retirement benefit plan,
whether defined benefit or defined contri-
bution, should also contain the following
information :
a) a statement of changes in net assets

available for benefits;
b) a summary of significant accounting

policies; and
c) a description of the plan and the effect of

any changes in the plan during the period.

Effective Date :  1 January 2003.

Globalisation, rampant competi-
tion, and borderless business
are creating a taxing environ-

ment for chartered accountants every-
where. Malaysia is no exception to the rule.
With the implementation of freer trade and
market liberalisation measures such as
AFTA (ASEAN Free Trade Area) and WTO
reforms, the domestic, regional and global
situation is becoming even more difficult.
Malaysia’s chartered accountants must be
equipped to deal with these new challenges,
in order to emerge stronger and better from
the crucible of globalisation and liberalisa-
tion. The National Accountants’ Conference
2002, to be held on 17 and 18 September at
the Sunway Pyramid International Conven-
tion Centre, aims to guide all chartered ac-
countants in facing and overcoming these
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cent respondents who had invested in unit
trusts, 40 per cent invest in growth funds,
26 per cent in balanced funds and 10 per
cent in more than one type of fund.

The survey also revealed that 40.5 per
cent of Malaysians have a better under-
standing of the long-term nature of invest-
ing as they realise that in order for one to
reap the benefits from unit trust, they need
to consider investment horizons of five
years or more. Three years ago, only 26
per cent of the participants regarded long-
term investment as five years or more.

Financial planning is relatively new in
Malaysia and it is very product-focused.
The profession is largely driven by the fi-
nancial institutions where products fulfil
the end needs of the consumer. Although
the industry is just developing, over time
a more holistic approach will evolve where
the consumer will have a solutions-based
application of the Financial Planning prin-
ciples applied. In Canada for example, fi-
nancial planning was initially driven by the
unit trust companies and over a period of
20-plus years, the banks, securities firms
and insurance companies slowly got on
board. What started as a sales-focussed ca-
reer has gradually evolved to a highly re-
spected advisory role built around the ten-
ets of trust and wisdom.

For customers who invest a minimum of
RM250,000, SSB provides Preferred Bank-
ing services that come with special privi-
leges.“ What differentiates SSB Investment
Services from others is that its financial
executives will help customers review and
if necessary, rebalance their portfolio based
on their personalised strategic asset alloca-
tion up to twice a year. This will promote
the discipline of buying low and selling high
over time. Thirdly, this service is not lim-
ited to simply unit trusts but is meant to
eventually incorporate the full spectrum of
investment options,” explains Van Tighem.

To maintain a leading edge against the
other banks offering such similar services,
Van Tighem says SSB is “very customer-
focused. Not only do we educate the con-
sumer to build strategic portfolios, we pro-
vide the assistance required for consum-
ers to execute their investing plans in a
very disciplined manner. As we currently
offer the widest range of investment op-

tions available to the consumer by an an-
chor bank we plan to continue our lead in
the industry in breadth and depth of prod-
uct offering,” he says.

The bank’s most important strategy is to
add value to customers investment deci-
sions by preaching patience, discipline and
long-term. “I’ve seen cases over the years
of unit trusts or mutual funds that have had
outstanding performances but then when
you look at the internal performance of their
clients, it’s less so,” admits Van Tighem.

There are unit trusts that have had an av-
erage of 10 per cent return over a 10-year
period but their clients actually didn’t enjoy
that kind of returns because they were not
fully invested in that timeframe. They jumped
in when the market went up and sold their
units when the markets came down. “Peo-
ple make investment decisions on emotions
and we have developed a system that should
alleviate some of the emotional risks our cus-
tomers face,” says Tighem.

SBB will maintain its leading edge be-

cause it tries to understand the risk profile
of the individual first — conservative, mod-
erately conservative or aggressive — then
plan an asset allocation model. “We don’t
necessarily recommend unit trusts and it
could be Fixed Deposits and Guaranteed
Accounts. We are customer-orientated and
not product-focused,” he stresses.

The launch of SBB Investment Services
ushers in a new era of investment planning
as this business unit will be responsible for
positioning SBB as the leader in total finan-
cial services — a move to capitalise on the
growing investment and wealth manage-
ment industry.

While it would be a difficult task, the
bank will strive to make a start. For the
last three decades, the Southern Bank
Group has been offering a comprehensive
range of innovative financial services and
products, encompassing among others
commercial banking, securities trading,
fund management, unit trusts, hire pur-
chase and venture capital. It has also

forged a successful bank assurance rela-
tionship with American International
Group (AIG), one of the few AAA rated in-
surance companies in the world.

With a network of more than 100
branches, the bank is confident that it is
able to achieve its aim by harnessing its
wide experience in the financial and busi-
ness worlds and nurturing existing rela-
tionships with our customers.

To start an SBB Investment Services
programme, an investor needs to establish
their financial goals and assess their Risk
Tolerance Level as provided for in SBB
Process. After taking into account his will-
ingness to take on risk and clearly deter-
mining investment timeframe, an SBB fi-
nancial executive would then recommend
a specific portfolio from SBB’s multi-advi-
sor programme that will suit individual fi-
nancial objectives- be they short, medium
or long term.

“Every customer has a different expec-
tation of what their investment needs to

provide them at the end of the day so every
customer should have a unique personal-
ised financial portfolio. So it shouldn’t mat-
ter if times are good or bad and as the in-
vesting objectives and tolerance for risk of
each individual is understood we can cre-
ate a suitable portfolio,” says Van Tighem.

Van Tighem is very upbeat on the local
financial industry. It looks very positive for
consumers as financial institutions are
working hard to develop innovative prod-
ucts and services, which makes the indus-
tr y increasingly competitive. This, of
course, will benefit consumers in the long
term because these organisations are more
customer-focused and provide more en-
hanced choices for consumers.

There is also potential growth for the
unit trust industry itself. As market condi-
tions improve, performance of funds gets
a boost, and more people will invest. The
combination of greater acceptance of unit
trusts as an investment vehicle and an eco-
nomic turnaround will be very positive.

“I’ve seen cases over the years of unit trusts or mutual funds that
have had outstanding performances but then when you look at

the internal performance of their clients, it’s less so,”

AN
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As a regulator, MIA is tasked with de-
veloping and supporting accountants
in all fields of commerce and industry.

To enhance the quality and standard of
accounting and audit practices within Ma-
laysia, MIA has taken numerous important
steps in 2001 to meet the needs of specific
interest groups, namely financial account-
ants, management accountants and internal
auditors. At the recent MIA Members’ Dia-
logue 2002, the regulatory body presented
a paper on Chartered Accountants in Com-
merce and Industry, which specifically dealt
with MIA’s work on behalf of its members,
and stressed the importance of lifelong
learning and professional development.

In the realm of financial accounting, MIA’s
Accounting and Auditing Committee ad-
dresses technical needs, while the Financial
Statements Review Committee polices en-
forcement by ensuring compliance with ac-
counting standards and other relevant laws.

To benchmark best practices in financial
reporting, MIA produced a sample annual
report in 2001. Members can thus check
their compliance with financial reporting
standards by referring to this model report.
In accounting, it is particularly important that
members keep abreast of current develop-
ments. To ensure professional development,
MIA organised several seminars in 2001,
such as Current Developments in Financial
Accounting and Reporting, Reporting Finan-
cial Performance and Application of MASB
Standards — A Preparer’s Perspective.

Management accountants’ needs were also
addressed. The Financial and Management
Accounting Committee, the management ac-
countant’s counterpart of the Accounting and
Auditing Committee for financial accountants,
issues guidelines and reviews management
accounting statements. Since establishment,
the Financial and Management Accounting
Committee has issued 11 Malaysian Manage-
ment Accounting Guidelines, covering areas
such as internal controls, cash and accounts
receivable management, organisational re-
structuring and even banking relations. Over
the same period, the Committee reviewed 26
management accounting statements encom-
passing diverse areas such as shareholder
value creation, benchmarking, corporate en-
vironmental strategies and the development

MIA’s Winning Strategy!

I N S T I T U T E  N E W S
M E M B E R S  I N  C O M M E R C E  A N D  I N D U S T RY

Preparing Members in Commerce and Industry for Globalisation
and the Information Technology Era.

of comprehensive competitive intelligence.
In 2001, MIA scored several triumphs in the

field of management accounting. One impor-
tant milestone was the setting up of a web page
specifically for financial and management ac-
counting issues, where members can get up-
to-date information on new developments and
news hot off the presses. Management ac-
countants also had their fair share of semi-
nars in 2001, encompassing critical areas such
as Risk Management and core issues such as
budgetary Control and Practices.

As the watchdogs within companies, inter-
nal auditors play a key role in companies.
Their technical needs are met via the Inter-
nal Audit Committee. To increase awareness
of internal audit, MIA took several innovative
steps to highlight the field in 2001, such as
holding the Internal Audit conference and an
essay contest. MIA also formed a networking
group for internal auditors in commerce and
industry, whereby members can meet, share
their expertise and benchmark best practices.

Although significant strides have been
made so far, the profession still has to evolve
further. New challenges have arisen, such
as globalisation and borderless competition,
and the profession must find innovative
ways of surmounting these. At the dialogue,
MIA also laid out the key steps to be taken
in 2002 to enhance the profession.

In order to redesign the profession and
make it more globally competitive, the MIA
Council established the Strategic Working
Group for Commerce and Industry in No-
vember 2001. The Group will study the
needs of all members in commerce and in-
dustry, whether they are financial, manage-
ment, or environmental accountants, or
even e-consultants. At the same time, the
Group will devise other, more effective
methods to monitor and regulate members
working in commerce and industry.

For the short term, the Group has already
proposed several new projects designed to
develop members working in commerce and
industry. Ethics is paramount in the develop-
ment of a healthy and respected profession,
and a key goal is the promotion and regula-
tion of ethical standards among these mem-
bers. To begin with, relevant articles and case
studies dealing with ethics will be published
in Akauntan Nasional, which reaches all mem-

bers on a monthly basis. MIA will also organ-
ise training sessions on professional and ethi-
cal standards and inform members of the dis-
ciplinary procedures of the Institute in order
to deter irregular activities.

Global competency is another worrying
area, and MIA has devised several seminars
and training sessions for 2002. Subjects cov-
ered include updates on current guidelines
and standards for domestic and international
references, updates on current changes in
management philosophy and financial man-
agement and reporting, development of per-
sonal skills and updates on ICT (Information
and Communication Technology) and the
development of accounting-related resources.

Status enhancement is another area of ac-
tion for MIA, since perceived prestige can
assist members in marketing themselves and
securing higher remuneration and rewards.
Higher status also enhances professional
credibility, and this is especially crucial in the
light of recent global debacles like Enron.

To enhance the status of members in com-
merce and industry, MIA will soon be setting
up an MIA Hall of Fame, where prominent
members and their contributions will be spot-
lighted. MIA will also run a technical help desk
and work harder to promote the profession
to schools and institutions of higher learning.

MIA will also conduct R&D in efforts to
enhance member development in commerce
and industry. Working groups have been
established to carry out research projects in
benchmarking and identifying management
accounting tools and techniques for use in
small and medium-sized entities.

At the same time, MIA has also identified
certain projects to be implemented over the
medium to long-term, but these are subject
to the approval of the MIA Council. To en-
hance ethics, the Council is proposing that
a compulsory paper on ethics be included
in the Qualifying Examination. The Coun-
cil is also proposing that certificate pro-
grammes be organised for senior manage-
ment such as chief financial officers, chief
operating officers, chief executive officers,
treasurers, and fund managers.

Other medium and long-term goals include
enhancing strict enforcement of MIA regula-
tions and obtaining global recognition for our
profession. Last but not least, the Council has
proposed setting up an Accountancy Aid
Fund, which will source funds to be used to
help deserving SMIs improve their account-
ing and finance competencies. AN
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It was a timely move for the Globalisation
and Liberalisation Committee members
to meet with the newly-conferred Datuk

Siti Maslamah Osman at her office on 11
June 2002. The MIA delegation compris-
ing of Abdul Samad Haji Alias, Nik Mohd
Hasyudeen Yusoff, Assoc. Prof. Dr. Susela
Devi, Ho Foong Moi and Sazalina
Kamarudin had the excellent opportunity
to table our stand on liberalisation in the
accountancy sector and exchange views

and thoughts with AGO officers, Mohd
Salleh Mahmud (Deputy Account-Gen-
eral), Gani Haron, Annamalai Singaram
and Devantri Kaur.

The objective of the meeting was to pro-
vide a briefing on the increasing impor-
tance of globalisation and the interaction
with liberalisation of trade in services. The
scope of the discussion centred on the lib-
eralisation of the accountancy sector.

The President in his opening remarks
briefed the Accountant-General on the
scope of the Globalisation and Liberalisa-
tion Committee and how far we have taken
the discussion with the Ministry of Inter-
national Trade and Industry as well as the
ASEAN Federation of Accountants.

The Institute’s GLC Secretary pointed out
that the accountancy sector has been iden-
tified to be the showcase for the process of

Meeting the Accountant-General
By Sazalina Kamarudin

Under GATS, the single most important timeline is for us to submit
our final offers in March 2003. That would represent our stand
binding commitments in the accountancy sector.

� Technical standards;

� Qualification procedures;

� Mutual Recognition Arrangements;

� Autonomous Liberalisation; and

� Emergency Safeguards Measures.

It is noteworthy that many ser vices
could not internationalise without liberali-
sation. It is needed to provide local firms
with the authority to expand out of their
home market, as well as the freedom to

Objective of AFAS explained

liberalisation. The sector plays the single
most important role in the market economy
in providing advice and assistance on taxa-
tion matters, financial reporting and com-
mercial strategy. The AGO also took note
that the internationalisation of accountancy
firms in Malaysia and elsewhere around the
globe has occurred in tandem with the
globalisation of world markets and the in-
ternationalisation of the clients they serve.

Many accountancy firms have established

an offshore commercial presence to develop
new markets and to service clients that have
expanded offshore. This is an excellent
mechanism to explore the needs of our local
firms here and the manner in which we can
assist in enhancing their value-added service.

In our quest to assist the MITI in nego-
tiations pursuant to the General Agreement
of Trade in Services (GATS) as well as
ASEAN Framework Agreement on Serv-
ices (AFAS) the Institute took the Account-
General through the salient points :

� Definition of the Accountancy Sector
under United Nation’s CPC 862;

� Scope of the Services provided by our
Chartered Accountants;

� Market Access & National Treatment;

� Modes of Supply;

� Licensing procedures;

enter foreign markets (i.e. domestic and
foreign liberalisation is necessary). Aside
from legal or regulatory considerations,
liberalisation also provides the incentive to
move into new markets. This would be our
“way forward” to serve our members.

It was encouraging for our profession in
Malaysia to take the initial lead in assisting
other developing nations to develop their
accountancy profession; viz. Vietnam, Phil-
ippines and Cambodia. The countries con-
cerned are in the process of legislating and/
or fine tuning their regulatory procedures
and have often referred to the Accountants
Act, 1967 as a persuasive model.

The AGO agreed that the Institute must
continue to play a vital role in the negotia-
tions and provide substantive feedback to
MITI, competent authorities and industry
players. AN



41Akauntan NasionalJuly 2002

M I A  &  G L C

I N S T I T U T E  N E W S

In their ef fort to face the
challenges of the Global-
isation and Liberalisation of

Trade in Services, some 25 ac-
counting firms (ranging trom
the small to the big five firms)
together with related govern-
ment agencies held a roundtable
discussion in early April with the
Malaysian Institute of Account-
ants’ (MIA) Globalisation and
liberalisation Committee (GLC).

Representative from The
Ministry of International Trade
and Industry’s, Zarina Zakaria
and the representative from
the Companies Commission
(previously known as Registry of Compa-
nies) Zarina Abdul Samad were among the
representatives from the authorities who
were there to hear from the GLC on the
important aspects of the liberalisation of
trade in the accountancy sector.

In his opening remarks MIA President,
Abdul Samad Haji Alias indicated that “the
professional industry is indeed an expand-
ing one and we must forge ahead to capi-
talise on the liberalisation of services”.

“Whilst we are anxious on the influx of
the foreigners we must also focus on the
need to export our services”, he adds.

He emphasised on the importance of the
industry’s participation for the purpose of
charting the path for all accountants. Ac-
countants, according to the MIA President
are deemed to be the advisors for the busi-
ness language. In essence he advised all
members to focus on the follow-
ing areas :

� Capacity Building;

� HR Development;

� Export readiness & Promotion;

� Import substitution; and

� Utilisation of information.

The discussion also looked
into other various challenging is-
sues, which are currently facing
the accountants in the new mil-
lennium. Apart from the com-
petitive business world of today,
accountants are also facing
some other external challenges

Consultation With Firms
By Sazalina Kamarudin

that come from the advanced development
of the foreign professional qualifications.

Overview of the
Binding Agreements

During the discussion the President fo-
cused on two binding agreements under the
liberalisation of trade in services; viz. the
ASEAN Framework Agreement on Services1

(also known as the AFAS) and the General
Agreement of Trade in Services2  (GATS).

The Committees overseeing the imple-
mentation of the commitments are the
Council of Trade in Services under GATS
and the Coordinating Committee on Serv-
ices under the AFAS. MIA plays an instru-
mental role in giving the added support to
our trade officials in the negotiation proc-
ess for the two oversight bodies

Another important fact to take note un-

der AFAS is that for WTO mem-
bers, the commitments made
under AFAS must be better than
GATS. This is the concept
known as GATS-plus

The Accountancy
Sector Defined

The ‘accountancy sector’ is de-
fined under the United Nations
Central Product Classification
(UN CPC 862) and includes :

Accounting
�  Compilation of financial state-
ments services from information
provided by client (CPC 86213) No

assurances regarding the accuracy of the
resulting statements are provided. In-
cludes preparation services of business
tax returns, when provided as a bundle
with the preparation of financial state-
ments for a single fee. Does not include
business tax preparation services, when
provided as separate services.

� Other accountancy services (CPC 86219)
Includes other accounting services such
as attestations, valuations, preparation
services of pro forma statements, etc.

Auditing
� Financial auditing services (CPC 86211)

Includes examination services of account-
ing records and other supporting evidence
of an organisation for the purpose of ex-
pressing an opinion as to whether the fi-

1  www.aseansec.org.
2  http://www.wto.org/english/tratop_e/
serv_e/serv_e.htm. Since January 2000,
they have become the subject of multi-
lateral trade negotiations. The services
covered are as follows : Accountancy
services, Advertising services, Architec-
tural and Engineering services, Audio-
visual services, Business services, Com-
puter and Related services, Construction
and Related Engineering services, Dis-
tribution services, Education services,
Energy services, Oil and gas services,
Environmental services, Express deliv-
ery services, Financial services, Health
and social services, Legal services, Lo-
gistics and related services, Postal and
Courier services, Professional services,
Sporting services, Telecommunications,
Tourism services, Transport services,
Air transport, Land transport,  Maritime
transport, and Services auxiliary to all.
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nancial statements of the organisation
present fairly its position as at a given
date and the results of its operations for
the period ended on that date, in accord-
ance with generally accepted accounting
principles.

� Accounting review services
(CPC 86212) Includes review-
ing services of annual and in-
terim financial statements and
other accounting information.
The scope of a review is less
than that of an audit and there-
fore the level of assurance
provided is lower.

Bookkeeping
� Bookkeeping services, except tax

returns (CPC 86220) Book-
keeping services consisting
ofclassifying and recording
business transactions in terms
of money or some unit of meas-
urement in the books of ac-
count. Excludes bookkeeping
services related to tax returns.

What the Account-
ants Need to Know

About Liberalisation
There are many who would re-

late trade liberalisation for serv-
ices to be similar to that of goods.
It is noteworthy that the compari-
son may not be too accurate to
begin with. Goods and services
are not the same and as such the
treatment for liberalisation may
not necessary apply vice versa.

In addition, we must not be
too overly eager to write-off lib-
eralisation. As what has been ex-
pounded by our Deputy Prime
Minister3 ,

“(In the Globalisation process we
are)… Faced with the grave chal-
lenges of a more integrated
world, we have to prepare our-
selves for change. We want to be
able to manage the transitions
that are before us, rather than
have the changes overwhelm us”

Echoing that statement, the
MIA President mentioned that
“liberalisation must be seen as
a means of promoting growth
and development. With the
adoption of progressive liberali-

M I A  &  G L C
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ess of deregulation.
“It doesn’t mean that there is no form of

world order in this region once the process
sets in as there is an obvious respect given
for national policy objectives to be met by
all parties involved in the process of trade
liberalisation”, he adds.

Benefits of
Liberalisation

In the course of discussions
there are many references on
how the profession can capital-
ise further in the process of
trade liberalisation. These fac-
tors have been identified as :

Economic performance
whereby an efficient services
infrastructure is a precondition
for economic success.

Development in which case
the access to world-class serv-
ices helps exporters and produc-
ers in developing countries to
capitalise on their competitive
strengths, whatever the goods
and services that they are sell-
ing are competitive.

Consumer savings. There
is strong evidence in many serv-
ices, excluding telecoms, that
liberalisation can lead to a lower
pricing, better quality and wider
choice for consumers.

Faster innovation. Coun-
tries with liberalised services
markets have seen greater
product and process innovation.

Greater transparency
and predictability. A coun-
try’s commitments in its WTO
services schedule amount to a
legally binding guarantee that
foreign firms will be allowed to
supply their services under sta-
ble conditions.

Technology transfer.
Services commitments at the
WTO help to encourage for-
eign direct investment (FDI).

3  Globalisation — Challenges and
Opportunities for the Malaysian
Economy. A speech delivered by
YAB Dato’ Seri Abdullah Badawi at
the Sheraton Imperial Hotel on 4
September 2001.

sation we must not be tardy in making our
proposals and negotiations”.

 However, he prefers that members play
a more proactive role in ensuring the suc-
cess of the process. In addition, he also
says that there is an assurance given so that
the process of liberalisation is not a proc-

Useful concepts to remember in the
process of liberalisation in market

access and national treatment

MARKET ACCESS
� Market access is an umbrella term for a number of meas-

ures that a country may use to restrict imports. Perhaps

the most obvious forms of such restrictions are tariffs

and tariff quotas on imported goods.

� There are also non-tariff barriers to market access for goods,

such as technical standards, anti-dumping suits, import quo-

tas, import licensing and variable levies, among others.

� Market access also concerns regulation of imported serv-

ices : Does a country limit its number of foreign service

suppliers? Does it limit the number of service transac-

tions a supplier may perform?

NATIONAL TREATMENT
� The National Treatment principle means that imported

and locally produced goods should be treated equally.

� The same should apply to foreign and domestic services,

as well as to foreign and local trademarks, copyrights

and patents.

� This principle of giving others the same treatment as

one’s own nationals is also found in all the three main

WTO agreements (Article III of GATT, Article 17 of the

GATS and Article III of the TRIPS), although once again it

is handled slightly differently in each of these.

� National Treatment only applies once a product, service

or item of intellectual property has entered the market.

MARKET ACCESS AND NATIONAL
TREATMENT MODES OF SUPPLY

Relevant Measures

Cross Border Measures affecting the treatment of the

service — supplier not physically present

Consumption Measures relating to the consumer’s

Abroad ability to secure the service abroad

Commercial Measures relating to the supplier’s ability

Presence to provide the service by means of a

corporate presence, e.g. investment

laws, company laws

Presence of Measures related to the ability of

Natural individuals (rather than corporate persons)

Persons to do business within the country, e.g.

rules on business travellers & work permits

1

2

3

4

5

6
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Modes of Supply
The GATS and AFAS also define four ways

in which a service can be traded, known as
“modes of supply”. Below, the modes of sup-
ply are explained in a simplified format.
Mode 1 Cross-border — The ser vice

crosses the border
Mode 2 Consumption abroad — Cus-

tomers cross the border
Mode 3 Commercial presence — The

firm sets up an office abroad
Mode 4 Movement of persons — Service

providers cross the border

Impact on the
Accountancy Profession

Commitments have been made under
GATS for no limitation under Mode 1 and
Mode 2. The same goes for AFAS. The main
limitation under national treatment is the re-
quirement for audit licence under the re-
quirements of the domestic regulations.

What would our target markets be?
� Many countries have been identified as

our target markets, i.e. Australia, New
Zealand, Singapore, Brunei and other
ASEAN Countries.

� The focus on the improvement of market
access by them should be viewed from
the perspective of all Modes of Supply.
The offer or the MRAS on our services
would be taken under CPC 862 as a
whole. Whether we are ready to offer
only subsectors (accounting, auditing

Sabah is one branch that introduces
unusual activities to members like
Introduction to Yoga and Introduc-

tion to Hip-Hop Aerobics. For those who do
not excel in games or other
physical activities the Sports &
Social Committee, headed by
Philip Yong recently organised
a Karaoke singing competition.
Even though the prizes were to-
ken, the karaoke session was a
huge success. Congratulations
to the winners and a big thank
you to Mrs Simon Liew, Mrs
Desmond Chu and Mrs Philip
Yong who were judges of the
competition.

Competitors registered early

Singing Talents Exposed

Ricky Chan (member & contestant) at the singing competition
supported by his wife and daughter

Philip Yong and Simon Liew tested their sing-
ing capabilities but had to concede to the win-
ning crooner, Roger Marc Joseph, with the
winning song — I can’t stop loving you. All com-

mittee members were required to
perform, however special conces-
sion was granted to the Branch
Chairperson, Alexandra Thien
who was represented by her
spouse, Peter Thien, entertaining
us with a beautiful blues number
— Still got the blues for you.

Congratulations to the win-
ners who also earned singing
contracts with MIA to perform
at the next annual branch din-
ner on 26 October 2002 at
Magellan Sutera.

and prepared their own CDs for their selec-
tion of songs and family members, colleagues
and friends came to lend moral support. Com-
mittee members Desmond Chu, Aileen Yeap,

AN

MIA SABAH BRANCH

1

2

3
3

or bookkeeping) or all collectively?
� It was discussed that we should ap-

proach the offer as a whole. This would
also depend ver y much on the ap-
proach taken. Under the circumstances
of AFAS, there are two approaches that
could be taken; i.e. the like-minded
countries approach or the common sec-
tor approach. In the common sector
approach, our proposal may be carried
out a little further. However, we have
been informed that resistance from
some countries may lean us to adopt a
like minded country approach where
six or less countries agree on a sector
or sub-sector for trade liberalisation.
One of the trouble spots in the liberali-
sation process to ensure free flow of
services would be the recognition of
qualifications.

� How our qualifications stand in relation
with the other countries. More focus to
be paid to our local graduates from IHLs.

� How to derive a common entry level
qualification for all.

� Harmonisation of accounting qualifica-
tions.

The discussions ensued proved heated
and positive. The impassioned pleas by
some of our members proved that this could
be a momentous task for us without carry-
ing out a careful study on the “quality and
acceptability” of other countries qualifica-
tions for the purpose of recognition.

 We need to be on a level playing field to
compete with the rest in order for our serv-
ices to go across the border and for cus-
tomers to come into this country (Mode 1
and Mode 2). At this point in time, with the
recognition of foreign professional qualifi-
cations under our Accountants Act, 1967,
Malaysia’s position may not be attractive.
Only a small minority (through joint memo-
randum with foreign professional bodies)
of IHLs qualifications are being recognised
by the foreign professional bodies.

This is indeed an important matter that needs
attention. As such it was brought to the atten-
tion of many that the main focus is capacity and
capability building. This extends to all areas of
services, the accountancy sector, included.

Role of the Institute
It has been proposed that although we

are bound by the statutory provisions to
regulate the profession, our functions tran-
scend further to include :
� MIA would play a facilitating role to en-

sure that the members are not far be-
hind in the trade liberalisation process.

� MIA would need to focus on the train-
ing and education of members and
members-to-be.

� MIA needs to ensure there is sufficient
dissemination of practices and guid-
ance on other countries’ standards to
our members. This is vital in order for
our members to focus on the supply of
services under Mode 1.
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Labour Day was no holiday for the
committee members of the Sarawak
Branch. The Education Sub-Commit-

tee organised MIA Accountants’ Open Day
for the second year to encourage students
and parents to visit the MIA office and learn
about the professional path to accountancy.

The Mayor of Kuching City South, YB
Chan Seng Khai officiated at the opening
and was one of MIA’s first ‘customers’.
Since his child is pursuing an accounting

degree overseas, the Mayor is concerned
about his child’s later application for mem-
bership in the Institute.

Students came to seek more information
on degrees recognised by MIA and asked
about accredited courses offered by the lo-
cal and foreign universities and the twinning
programmes. Some asked about the next
step to become a member of MIA after gradu-
ating with a degree in accounting not listed
in the Accountants Act while others asked

the exemptions available for a graduate of
other degrees like Economies or Finance.

Present at the Open Day were Tam Kam
Peng, Manager — Tertiary Programmes
of CPA Australia, Malaysian Division,
Amelin Tan, Head of Student Affairs, CIMA
Malaysian Division and Cik Seri Idawaty
Dato’ Hj Mat Zain, Counsellor Student
Services of ACCA all of whom gave group
and private counselling to the many visi-
tors at the MIA office.

S A B A H / S A R AWA K
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(L - R) Philip Yong, Branch Sports & Social Chairman; Roger Marc
Joseph, member & champion, Alexandra Thien, Branch Chairperson;
Carrie J (2nd place) and Freddy Siaw (3rd place)

(L - R) Angeline Wong, member; Catherine Linggan, member; Paul
Chong, member;  Aileen Yeap, Branch Treasurer and son dining before
the competition

Accountants Open Day

MIA SARAWAK BRANCH

(L-R) Si Khiang Seng, Branch Vice-Chairman; YB Chan Seng Khai
and David Tiang, Branch Chairman at the opening ceremony

Parents and their children seeking advice from the CPA Australia
representatives

The ACCA booth was well supported by ACCA Sarawak committee
members and Sarawak ACCA Student Ambassadors

Amelin Tan of CIMA handing over the CIMA Course Material for
the MIA library to Lucy Read, Branch Manager in Kuching
witnessed by CIMA and MIA branch committee members

AN
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ACCA’S 22ND GRADUATION CEREMONY

Four hundred and twenty
three affiliates of the As-
sociation of Chartered

Certified Accountants (ACCA)
received their scrolls from Tan
Sri Arshad Ayub on 22 April 2002
in Dewan Merdeka, PWTC
Kuala Lumpur. Tan Sri Arshad
Ayub was the former Director of
UiTM (formerly known as ITM)
for its first decade of dramatic de-
velopment, and is known as
‘Bapa ITM’ (Father of ITM). He
is the person responsible for in-
troducing ACCA in Malaysia
with ITM becoming the first tui-
tion provider to offer the ACCA
qualification in Malaysia. There-
fore he is also known as ‘Bapa
ACCA’ in Malaysia!

In his welcome address, Tan
Sri Arshad advised the affiliates
that while in the past accountants
focused on measuring and report-
ing, today accountants are be-
coming primarily information pro-
fessionals who analyse, interpret
and manage information as a tool
to solve problems and as the ba-
sis of strategic planning. He also emphasised
that despite the advancement in information
technology, the credibility of the corpora-
tion’s accounting structure is still of great
concern. The basic tenets of integrity should

All the achievers of ACCA’s December 2001 Examinations

ACCA’s Top Students … (from left) Wong Hui Ping, Adalene Tan, Hazel
Hall and Tan Teck Kwai

be the mainstay of any accountant.
Tan Sri Arshad also commented on the

stupendous growth of ACCA from the 20
students in 1966 to about 21,000 students
in 2002 in Malaysia.

The overall top performer in
Malaysia for the December 2001
examination was Hazel Hall. She
also won the First Placing in Ma-
laysia for Paper 3.7 :  Strategic Fi-
nancial Management. Second
placing was jointly shared by
Adalene Tan, Tan Teck Kwai and
Ching Sze Ying. For the third
placing there were two winners
— Shaun Ow and Wong Hui Ping.

For this year’s graduation,
three students from Malaysia
won first placing in the world
for Paper 1.1 :  Preparing Finan-
cial Statements. They are Loh
Fwu Wren, Toh Saw Kim and
Tan Chiou Fong, each scoring
97 marks. They received a cash
prize worth £100 each.

In addition, 29 other achiev-
ers who scored first ranking in
Malaysia for various examina-
tion papers also received certifi-
cates and special awards from
Tan Sri Arshad Ayub.

Also present at the gradua-
tion ceremony were members
of ACCA’s Malaysian Advisory

Committee, representatives from other
professional accounting bodies, tuition pro-
viders and families of the affiliates.

About 1,400 guests from all over Malay-
sia attended the ceremony. AN

ACCA’S NATIONAL BLOOD DONATION DRIVE

Only two per cent of
Malaysians are blood
donors! It’s a pathetic

fact but one that we have to swal-
low. The percentage is lower than
the required five per cent by the
World Health Organisation.
Thus, realising the importance of
promoting a blood donating cul-
ture among our society, ACCA’s
Student Ambassador organised
the ACCA National Blood Dona-
tion Drive 2002 recently.

ACCA’s Student Ambassador
is the student representative
council of 21,000 ACCA stu-
dents all over Malaysia. Re-en-
ergising the students from vari-
ous states, the blood donation
drive was held at various ven-
ues; Kuala Lumpur, Petaling
Jaya, Shah Alam, Penang,
Kuching and Ipoh.

“I believe that the awareness
among our society to donate
blood is still very low. Maybe it’sA nurse checking a donor’s blood pressure

C O L U M N S
N E W S  F R O M  P R O F E S S I O N A L  B O D I E S
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because we don’t know how critical the situ-
ation is now. Our blood bank is very much
in need of blood donations from
us” said Law Kim Fatt, the
Project Director. “With the
ACCA National Blood Donation
Drive we hope to create aware-
ness of the importance of blood
donation especially among stu-
dents all over Malaysia” he fur-
ther added.

The ACCA National Blood
Donation Drive is an annual
event organised by ACCA’s
Student Ambassador. This
year the campaign showed

“I always knew that blood donations could
save lives but I never had the courage to do

so. However this time my friends
really encouraged me and I’m re-
ally glad that I did it, “said Mohd
Salihin Othman, one of the blood
donors at the UiTM venue.

As for Alvin Yeoh, “This is my
seventh time donating blood. So
it’s nothing new for me but I am
happy to see a lot of first timers
finally making the decision to
donate blood and overcome
their fears. It is important to re-
alise that blood donation can
save lives including ours!”Students waiting anxiously …

such encouraging response not only from
ACCA students but the public as well.

AN
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C O L U M N S

CIMA has teamed-up with online recruitment specialist,
JobStreet.com Sdn Bhd, to bring access to the latest job
vacancies in the accounting and business professions to

CIMA students and members.
As part of this arrangement, JobStreet.com has created a spe-

cial page (www.jobstreet.com.mv/jobs/cima.htm) for CIMA stu-
dents and members to log on to access the latest accounting and
business vacancies. This page will provide access to
Jobstreet.com’s services such as online resume, job search and
LiNA alert, a computerised job-matching service based on career

CIMA AND

JOBSTREET.COM

ESTABLISHES STRATEGIC

PARTNERSHIP

Sopiah Suid, Divisional Director of CIMA and Suresh Thiru, Vice-
President of Operations, JobStreet.com, fielding questions from
reporters at the Press Conference on the Smart Partnership between
CIMA and JobStreet.com

preferences. Besides Jobstreet.com’s services, the page will of-
fer links to news and events of CIMA Malaysia Division.

JobStreet.com will also conduct regular career talks and work-
shops for CIMA students. Sopiah Suid, CIMA Malaysia Divisional
Director said, “CIMA’s commitment to the high standards of its
professional accounting qualification is well-documented and we
want to extend this commitment to the local industry and ensure
that employers get access to the best qualified talent.”

According to JobStreet’s Vice-President of Operations, Suresh Thiru,
“JobStreet.com currently has over 10,000 local and multinational cli-
ents which require a large number of certified accounting graduates
and professionals annually in their companies and this collaboration
will increase the effectiveness of their search for talent in this special-
ised field.” In an internal survey conducted by Jobstreet.com, the Fi-
nance (General/Cost Accounting) specialisation is amongst the top
five job specialisation’s that are most sought after. AN

CARING FOR THE

ENVIRONMENT

CIMA recently donated RM2,000 to the Tho Yow Pong En-
vironmental Education Fund for Children, a trust fund
managed by the Malaysian Nature Society (MNS). The

cheque was presented by CIMA Malaysia Divisional President,
Date’ O. K. Lee, to Professor P. N. Avadhani, Vice-President of
MNS. CIMA members and staff attended the ceremony at the
MNS office in Kuala Lumpur.

The Tho Yow Pong Environmental fund is for children who do
not have the financial means to participate in nature related ac-
tivities. The aim is to make them more appreciative of nature
through participation in such activities.

Dr. Tho Yow Pong (1945-1991), an entomologist and conserva-
tionist, believed that instilling the love for nature in children would
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List of New Books and Working Papers Available
in the MIA Resource Centre

NEW BOOKS
Beyond COSO :   Internal Control to Enhance
Corporate Governance, by Steven J. Root, New
York :   John Wiley & Sons, 1998.

Call No. :   658.15 ROO
eCFO :   Sustaining Value in the New Corpora-
tion, by Cedric Read et. al, Sussex :   John Wiley
& Sons, 2001.

Call No. :   658.1521 ECF
Accounting and Finance for Your Small Business,
by E. James Burton and Steven M. Bragg, New
York :   John Wiley & Sons, 2001.

Call No. :   658 BUR
The Law of Domestic Inquiries & Dismissals, by
Syed Ahmad Idid, Petaling Jaya :   Pelanduk
Publications, 1997.

Call No. :   344.018 SYE
G.M. Kothari’s How to Conduct and Defend Disci-
plinary Inquiries & Cases (Public and Private),
by G. Saran, 2nd ed., Nagpur :   Wadhwa, 2001.

Call No. :   344.018 SAR
A Practical Guide to Grievance Procedure, Mis-
conduct and Domestic Inquiry, by M. N. D’cruz,
Kuala Lumpur :   Leeds Publications, 2000.

Call No. :   344.595018896 DCR
Inland Revenue Guidelines, Ruling and Govern-
ment Gazettes, by Choong Kwai Fatt, 2nd ed.,
Kuala Lumpur :   Infoworld, 2002.

Call No. :   343.595036 CHO
100 Ways to Save Tax in Malaysia, by Richard
Thornton, Petaling Jaya :   Sweet & Maxwell, 2002.

Call No. :   343.595052 THO
Malaysian Industries :   FMM Directory 2002,
33rd ed., Kuala Lumpur :   FMM, 2002.

Call No. :   331.04125 MAL
Corporate Governance :   An Asia Pacific Cri-
tique, by Low Chee Keong, Petaling Jaya :
Sweet & Maxwell, 2002.

Call No. :   658.4 LOW
Malaysia’s Economic Sustainability :   Confront-

Institute of Internal Auditors, 2000.
Call No. :   657.45 VER

Study 14 :   Transition to the Accrual Basis of
Accounting :   Guidance for Governments and
Governments Entities, by Public Sector Commit-
tee, IFAC, New York :   IFAC, April 2002.

Call No. :   657.835 INT
IAPS 1013 :   Electronic Commerce — Effect on
the Audit of Financial Statements, by Interna-
tional Auditing Practice Committee, IFAC, New
York :   IFAC, March 2002.

Call No. :   657.45 INT

WORKING PAPER SERIES
Universiti Utara Malaysia, 2001, UUM WPS /2001

Working Paper Series No. 9/2001 :   The Sophis-
tication of IT Use in Accounting Among Small
and Medium Manufacturing Firms, by Noor
Azizi Ismail, Prof. Madya Dr. Shamsul Nahar
Abdullah and Prof. Madya Dr. Mahamad Tayib.
Working Paper Series No. 10/2001 :   Corporate
Social Responsibility Disclosure in the Annual
Reports of Malaysian Companies :   A Longitudi-
nal Study, by Che Zuriana Muhammad Jamil,
Kasumalinda Alwi and Rapiah Muhamad.
Working Paper Series No. 11/2001 :   Good Budg-
eting Practices in the Malaysian Public Universi-
ties, by Mohamad Rosni Amir Hussin and Prof.
Madya Dr. Mahamad Tayib
Working Paper Series No. 12/2001 :   Kemahiran
Penting Bagi Kemajuan Kerjaya :   Kajian Terhadap
Persepsi Pelajar Perakaunan UUM, by Kamarul
Bahrain Abdul Manaf and Shamharir Abidin.
Working Paper Series No. 13/2001 :   Study of
the Career Motivators of Accounting Students in
UUM, by Mohamad Hisyam Selamat, Syed
Soffian Syed Ismail and Engku Ismail Engku Ali.
Working Paper Series No. 14/2001 :   The Influ-
ence of Education on Tax Avoidance and Tax
Evasion, by Norhani Aripin, Prof. Madya Dr.
Jeyapalan Kasipillai and Noor Afza Amran.

ing New Challenges Amidst Global Realities, by
Ramon V. Navaratnam, Petaling Jaya :   Pelanduk
Publications, 2002.

Call No. :   338.9595 NAV
Malaysian Master Tax Guide 2002, 19th ed.,
Kuala Lumpur :   CCH Asia Ltd., 2002.

Call No. :   336.2409595 MAL
Information Malaysia 2002 Yearbook, Kuala
Lumpur :   Berita Publishing, 2002.

Call No. :   959.5 INF
Malaysian Taxation System 2002 :   Self Assess-
ment, by Dr. Arjunan Subramaniam, Petaling
Jaya :   Sweet & Maxwell, 2002.

Call No. :   343.595052 SUB
Malaysian Stamp Duty Handbook, by Dr.
Arjunan Subramaniam, 2nd ed., Petaling Jaya :
Sweet & Maxwell, 2002.

Call No. :   343.59507 SUB
A Checklist & Guide to the Use of the Statement
of Financial Accounting Standards of the Philip-
pines, Vol. 1-A & Vol. 2, by Rosalinda D.
Evangelista & Abelardo T. Domondon, Manila :
GIC Enterprises, 2002.

Call No. :   657.021809599 EVA
Directors’ Duties and Corporate Governance, by
Aiman Nariman Mohd Sulaiman, Petaling Jaya :
Sweet & Maxwell, 2001.

Call No. :   658.422 AIM
Company Resolutions, by Wong Kim Fatt,
Petaling Jaya :   Sweet & Maxwell, 2001.

Call No. :   346.0668595 WON
Legal Aspects of the Malaysian Financial System,
by Nik Norzrul Thani, Petaling Jaya :   Sweet &
Maxwell, 2001.
Corporate Governance and Accountability :   What
Role for the Regulator, Director and Auditor?, by
Dan A. Bavly, Westport :   Quorum Books, 1999.

Call No. :   658.4 BAV
Audit Committee Briefing :   Understanding the
21st Century Audit Committee and its Govern-
ance Roles, by Curtis C. Verschoor, Florida: AN

N E W S  F R O M  P R O F E S S I O N A L  B O D I E S / R E S O U R C E  C E N T R E

C O L U M N S

eventually protect our natural heritage na-
tionally and globally. He believed children
should be taught to respect and appreciate
nature and be made to understand how it
works. He also believed that environmen-
tal education for children should not be left
to teachers and schools alone but children
should be given the opportunity to learn and
to do things by themselves.

“One of his greatest passions in life was
to educate children on nature. The
Malaysian Nature Society could not have
found a better way to honour Dr. Tho Yow
Pong then to create a trust fund in his
memory for Environmental Education for
children,” siad Profesor Avadhani.

CIMA Divisional President, Dato’ O. K. Lee (5th from left) with Professor P. N. Avadhani,
Vice-President of the Malaysian Nature Society (6th from left) and CIMA members and staffAN
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B U S I N E S S  WAT C H
B R A Z I L

Due to its geographical po-
sition, Brazil on the other
side of the Atlantic is a
door-opener to a new con-

tinent. Brazil, together with Haiti is the only
non-Spanish speaking country in South
America. In Brazil people speak Portu-
guese instead.

Regarding language, Brazilian executives
are not only very skilful using an extro-
verted and rather excellent rhetoric but they
also often have a good knowledge of foreign
languages. In many cases it is not a prob-
lem to conduct negotiations in English.
Nevertheless you should check prior to the
beginning of serious business talks whether
an interpreter is needed. Brazilians are very
good hosts and generally welcome their for-
eign business partners with sincerity, often
almost in an amicable manner. They are
swift and good communicators and are usu-

ally well experienced in order to break the
ice at the start of a conversation or in diffi-
cult negotiating situations. However, they
tend to rather circumscribe difficult issues
than call “a spade a spade”.

The personal level and personal status
are vital. In Brazil it’s important to come
from a good background and a good fam-
ily. Communication is vital and practised
in a rather extroverted way. Thus, impor-
tant business should be dealt with rather
personally and not solely via phone or fax.
Show integrity and professional sympathy
and do not overstate short-term profits
when you aim to establish a long-term re-
lationship with your local business partner.
In this case you should avoid appearing
keen only for quick results or giving the
impression that you are taking advantage
of your partner. Hence, a good and close
personal relationship often is the basis for

a successful deal or partnership. Soft fac-
tors are important :  if you are not able to
find a jointly positive basis or if you try to
exploit your partner’s gentleness, negotia-
tions can turn out to be quite difficult.

The listening skills of your local partner
may be somewhat erratic. Since he is very
anticipative in what you are saying he may
interrupt you quite often, but not in an in-
tention to be impolite or to patronise you.
It is rather his intention to demonstrate to
you that he understands quickly what you
are trying to communicate. And this impa-
tience makes him react rather quickly and
proactively interrupt you. In comparison
to, for example, Japan, Brazilian partners
generally do not listen for a long time but
have a rather short span of attention.

The exposure to any bureaucratic agen-

DOING
BUSINESS
IN BRAZIL :
It is not samba and
carnival only
The role of the consultant as a chartered accountant, or any other
professional, is not identical all over the world. Despite this fact
and despite all efforts to move closer to a single global set of
accounting standards, the necessary communication with the
international client is still and will also remain subject to a different
set of rules. Starting this month The Association of Chartered
Certified Accountants (ACCA) will contribute a series of articles
under the “Business Watch” column in Akauntan Nasional.
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cies which may be needed in the process of
getting licences or permits in Brazil de-
mands some consideration :  just like in
some other South American countries bu-
reaucracy is often rather heavy and red tape
influences may also delay transactions. Hi-
erarchies are important not only in the pub-
lic sector but also in the private sector. Bra-
zil is still dominated strongly by the upper
and upper-middle classes. The power and
authority of a CEO results from his position
— according to the principle of the “top-
down-approach”. Other business concepts
like a flat command structure or entrepre-
neurial spirit on many levels are not as popu-

and the US. Brazilian executives are very
flexible and not so focused on sticking to
agendas and timetables. Usually, local busi-
ness partners are well prepared for a meet-
ing. They are swift and clever negotiators
who know their objectives from the start.
They consistently strike for their respec-
tive goals, even if their negotiating endeav-
ours may not always be comprehensible for
third parties. They will use maximum flex-
ibility to realise their goals and will com-
municate and react rather quickly. This
swift manner may also lead your local busi-
ness partner to link the given negotiation
to other current business projects in which

lar as they may be in other counties. In Bra-
zil rather frequently a paternalistic entrepre-
neur still “reigns” the company.

Your local partners address their coun-
terparts often with their surnames and ti-
tles, i.e. rather formerly. Nevertheless, this
does not create a severe or tense atmos-
phere since those aspects are compensated
pleasantly. Generally, the communication is
very friendly in Brazil. The negotiating team
usually consists of only a few members or
even just of one single person. Within the
team the discussion is likely to be lively.
Spontaneous ideas and quick thinking, also
in terms of brainstorming, are prevailing.
The outcome of the negotiation often can
be seen as a personal success or failure.

Time is generally looked at in a more re-
laxed way than, for example, in Germany

they are involved. This should not disturb
you. Brazilians may display enthusiasm for
new projects. However, their implementa-
tion including also the ‘nitty-gritty-work’ is
not one of their strengths. Therefore, a con-
stant tracking in the follow-up may become
very advisable.

You should expect your Brazilian part-
ner to start with a high price initially in
order to have enough room for conces-
sions. Negotiations and the bargaining
process are regarded to be a social occa-
sion. A negotiation also gives your partner
the possibility to display his rhetorics.
Problematic issues should better be dis-
cussed after the presentation. Basic rule:
your negotiation style can be thorough and
consistent as long as the personal climate
remains pleasant and amicable. And do not

forget to use light-hearted and relaxed
humour, which always helps to improve the
flow of communication.

Despite high temperatures local busi-
ness people dress conservatively. Male ex-
ecutives usually wear suits in dark blue or
grey as long as the weather is not too hot.
Ties are not only common but also manda-
tory. This dress code does not apply to the
new generation of business people in start-
ups, which also exists in Brazil where com-
munication and dress code are rather re-
laxed.

People in Brazil are very hospitable by
nature. They are generous hosts and like

to entertain during breaks. You should use
social occasions as a good chance to get to
know your counterpart better. The rich-
ness of typical Brazilian plates is astonish-
ing and, due to its geographical size, is also
influenced by the different cuisine of its
various provinces.

Note :  The ideas put for-
ward in the articles apply for
the actual international con-
sultation regardless where
it is taking place. The arti-
cles aim to educate on dif-
ferent ways of doing busi-
ness in different countries. This is important
since it helps to understand international busi-
ness. And this conclusion is vital because no-
where in business, especially in international con-
sulting, can so much be gained and lost so quickly
as in international transactions and projects. The
articles were first published in Accounting &
Business, ACCA’s monthly publication.

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

AN
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What Constitutes Professional
Services Under the GATS

Under the GATS, professional services
include :

� Engineering services;

� Accounting, Auditing and Bookkeeping;

� Architectural Services;

� Legal Services;

� Taxation Services;

� Integrated Engineering Services;

� Urban Planning and Landscape Architecture;

� Medical and Dental Services;

� Veterinary Services; and

� Midwives, Nurses and Physiotherapists.

To recapitulate, what are the important
terms in GATS? The most important obli-
gations of the GATS include the following :

Most-Favoured-Nation (MFN)
Treatment.

A WTO member cannot discriminate
among foreign service providers by offer-
ing more favourable treatment to service
providers of any one country. Members are
permitted to maintain existing measures,
which contravene the MFN obligation, but
any exceptions must be clearly stated in
the Member’s MFN exemption list.

G AT S

I N T E R N AT I O N A L

GATS and the Accountancy Sector

In the earlier article (June 2002) we have established the intricacies of
the agreements and the protocols under GATS. We have also explored
the commitments and the annexures in the Agreement.
This article takes a look at professional services under the GATS and why
they are of particular importance for economic development. It could per-
haps be attributed to their relevance for the build-up of infrastructure (archi-
tecture, engineering), and the role they play in the creation of an investment
and business-friendly institutional framework (legal and accounting services).
This is especially obvious in the case of developing countries, such as
Malaysia. The process in granting liberal market access for these serv-
ices is indispensable for attracting Foreign Direct Investment, and for
promoting the transfer of knowledge. Furthermore, the opportunities
provided through e-commerce make cross-border provision of certain
professional services practical and technically more accessible.

By Sazalina Kamarudin

National Treatment.
In the services sectors listed in a Member’s

schedule of commitments, the Member can-
not take measures to discriminate between
domestic and foreign service providers; in
other words, foreign firms must be treated as
favourably as domestic firms. Any measure,
which violates the national treatment obliga-
tion, must be clearly inscribed in the Mem-
ber’s schedule of commitments.

Market Access.
In the sectors listed in a Member’s sched-

ule of commitments, the Member cannot take
measures, which are defined in the GATS as
restricting market access. Examples of meas-
ures, which would restrict market access, in-
clude: quotas, economic needs tests, require-
ments for certain types of legal entities, and
maximum foreign shareholding limits. Any
measure which violates the market access ob-
ligation must be clearly inscribed in the Mem-
ber’s schedule of commitments.

Domestic Regulation.
Members’ regulations must be adminis-

tered in a reasonable, objective and impar-
tial manner. Qualifications and licensing
requirements and technical standards must
be based on objective and transparent cri-
teria, and not more burdensome than nec-

essary to ensure the quality of the service.

Transparency.
Members shall make public all measures

which pertain to the GATS. The WTO must
be notified of any relevant changes to gov-
ernment policies, regulations or adminis-
trative guidelines which significantly affect
trade in services covered by the specific
commitments under the Agreement. Mem-
bers must also establish enquiry points and
respond promptly to requests for informa-
tion on their regulatory regimes.

In the event that a Member fails to carry
out its obligations or specific commitments
under the GATS, other Members have re-
course to the WTO’s dispute settlement
mechanism.

How is the movement of trade
in Professional Services

For most of us, trade means the move-
ment of goods from one country to another.
However, in services, it is a little more in-
tricate. It comprises four different modes :

� Cross border supply : e.g.  bookkeeping
services provided over the internet.

� Consumption abroad : e.g.  legal services
received in other countries or over the
internet.

� Commercial presence :  foreign offices or
audit firms.

� Movement of natural persons :  e.g. account-
ants practising abroad individually or
through an established foreign law firm.

It is noteworthy that there are many ne-
gotiations since 1995 that culminated in
Ministerial decisions on Professional Serv-
ices. The WTO has also established the
Working Party on Professional Services
(WPPS) that required the immediate imple-
mentation of GATS Articles VI : 4 i.e. on
Domestic Regulations. One of the most sig-
nificant developments is that the WTO also
gave priority to the accountancy sector (i.e.
a test case). In order to implement them,
the Decision on Professional Services, and
the priority under it for accountancy serv-
ices, was pushed and the “Disciplines on
Domestic Regulation in the Accountancy
Sector” were adopted in December 1998 by
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In the WPPS Work on Accountancy the
mandate under the Ministerial Declaration
had three parts :

a) Establishment of guidelines of qualifi-
cations (May 1997)

b) Concentration on the use of interna-
tional standards

c) Development of disciplines on domes-
tic regulations (Dec 1998)

In the case of the accountancy sector in
respect of the Disciplines on Domestic Regu-
lation in the Accountancy Sector, the Insti-
tute would need to look at the following :

a) Establish measures (necessity test) that
are not more restrictive than necessary
to fulfil a legitimate objective. These le-
gitimate objectives comprise the pro-
tection of consumers, the quality of
service, professional competence and
the integrity of the profession. At this
juncture, the Institute has recently
amended the new By-Laws to accom-
modate these new measures.

b) be transparent in providing more infor-
mation on competent authorities, i.e.
how the activities are regulated, licens-
ing requirements and procedures and
technical standards. The information is
readily available on the website and our
monthly journals.

c) Licensing requirements/procedures :
whereby membership in professional
organisations is non-discriminatory.

d) Qualifications requirements; i.e. to en-
sure there is equivalency of education,
experience, and/or examination re-
quirements. The Accountants Act, 1967
had been amended to provide for the
necessary benchmarking provisions.
The Qualifying Examination is a ‘sieve’
for foreign university graduates to be
admitted as members of the Institute.

e) Technical standards to be internation-
ally recognised. This is an objective of
the Institute to ensure that the stand-
ards we issue are comparable to the
rest of the world.

It is interesting to note that at the last round
in the year 2001 two countries’ proposals re-
ceived attention; i.e. Australia and the US.

� The Australian proposal highlights a va-
riety of obstacles to trade in accounting

services that it wishes to eliminate. These
include among others: restrictions on the
right to establish a commercial presence;
unreasonable licensing and examination
requirements, special fees and taxes on
profits from consulting services; and bans
on electronic documents. Australia also
favours strengthening the accountancy
disciplines by adding a stronger “neces-
sity” test for domestic regulation and ap-
plying them (the disciplines) to rules on
the natural movement of persons.

� The US proposal seeks the elimination
of all restrictions on market access and
national treatment in countries’ sched-
ules of commitments in the area of ac-
counting. It also supports the addition
of a stronger “necessity” provision to the
accountancy disciplines. Among the
regulations targeted by the US are meas-
ures mandating membership in local pro-
fessional associations and rules prohib-
iting the use of multinational company
names in domestic operations.

The Institute is no less involved in for-
mulating the proposals on the accountancy
sector. We are working closely with MITI’s
Multilateral Trade Division on this matter.
In addition, the Institute would need to
maintain secure leverage to negotiate on
the Mutual Recognition Arrangements/
Agreements. The following matters need
to be established before the commence-
ment of any negotiation; viz.

� The framework of the Arrangements/
Agreements;

� The procedures of recognition;

� The criteria required and the minimum
standards needed; and

� The Accreditation process.

With all the activities round the corner
for the next round of negotiations for the
purpose of establishing our comprehensive
draft commitments (by 31 March 2003)
MITI and the Institute would be focussing
on the pertinent issues for our accountants
and accountants to be.

I N T E R N AT I O N A L

the WTO Council for Trade in Services.

The Accountancy Sector
Defined

Accountancy, Auditing and Bookkeeping
Services Definition (CPC 862) — This sec-
tor corresponds to the United Nations Cen-
tral Product Classification (UN CPC) at the
three-digit level. This definition includes :

Accounting
� Compilation of financial statements

services from information provided by
client (CPC 86213) No assurances re-
garding the accuracy of the resulting
statements are provided. Includes
preparation services of business tax re-
turns, when provided as a bundle with
the preparation of financial statements
for a single fee. Does not include busi-
ness tax preparation services, when
provided as separate services.

� Other accountancy services (CPC 86219)
Includes other accounting services such
as attestations, valuations, preparation
services of pro forma statements, etc.

Auditing
� Financial auditing services (CPC 86211)

Includes examination services of       ac-
counting records and other supporting
evidence of an organisation for the pur-
pose of expressing an opinion as to
whether the financial statements of the
organisation present fairly its position
as at a given date and the results of its
operations for the period ended on that
date, in accordance with generally ac-
cepted accounting principles.

� Accounting review services (CPC
86212) Includes reviewing services of
annual and interim financial state-
ments and other accounting informa-
tion. The scope of a review is less than
that of an audit and therefore the level
of assurance provided is lower.

Bookkeeping
� Bookkeeping services, except tax returns

(CPC 86220) Bookkeeping services
consisting of classifying and recording
business transactions in terms of
money or some unit of measurement
in the books of account. Excludes book-
keeping services related to tax returns.

“The future belongs to those
who prepare for it today”.

Malcom X

AN
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FASB Issues Exposure Draft
That Expands Disclosure

Requirements for Guarantees

T E C H N I C A L  N E W S

FASB Exposure Draft Amends
Definition of a Derivative and
Statement 133 to Provide For
More Consistent Accounting

FASB Publishes Exposure Draft, Acquisitions of Certain Financial Institutions,
That Amends Statements 72, 144 and Interpretation 9

I
n an effort to improve disclosures about loan guarantees, the
Financial Accounting Standards Board (FASB) has issued an
Exposure Draft of a proposed Interpretation, Guarantor’s Ac-

counting and Disclosure Requirements for Guarantees, Including
Indirect Guarantees of Indebtedness of Others.

The proposed Interpretation would clarify and expand on exist-
ing disclosure requirements for guarantees, including loan guar-
antees. It also would require that at the time a company issues a
guarantee, the company must recognise a liability for the fair value,
or market value, of its obligations under that guarantee. By im-
proving its disclosures and accounting, a company provides a more
representationally faithful picture of its financial position and the
risk it has assumed.

The Interpretation does not address the subsequent measure-
ment of the guarantor’s recognised liability over the term of the
guarantee. It also would incorporate, without change, the guid-
ance in FASB Interpretation No. 34, Disclosure of Indirect Guar-
antees of Indebtedness of Others, which is being superseded.

This guidance would not apply to guarantee contracts issued
by insurance companies, a lessee’s residual value guarantee
embedded in a capital lease, contingent rents and price rebates.
The provisions related to recognising a liability at inception
for the fair value of the guarantor’s obligations would not ap-
ply to product warranties or to guarantees accounted for as
derivatives.

T
he Financial Accounting Standards Board (FASB) in May
issued an Exposure Draft, Amendment of Statement 133
on Derivative Instruments and Hedging Activities. The Ex-

posure Draft amends Statement No. 133, Accounting for Deriva-
tive Instruments and Hedging Activities, to clarify the definition of
a derivative.

In connection with Statement 133 Implementation Issue No. D1,
“Application of Statement 133 to Beneficial Interests in Securitised
Financial Assets,” the Board addressed issues related to the account-
ing for beneficial interests in securitised financial assets, such as ben-
eficial interests in securitised credit card receivables. In resolving
those issues, the FASB decided that an amendment was needed to
clarify the definition of a derivative, as set forth in Statement 133.

The purpose of the Exposure Draft is to improve financial re-
porting by requiring that financial contracts with comparable char-
acteristics be accounted for in the same way. The Statement would
clarify under what circumstances a financial contract—either an
option-based or non-option-based contract—with an initial net in-
vestment would meet the characteristic of a derivative discussed
in paragraph 6(b) of Statement 133. The FASB believes the pro-
posed change will produce more consistent reporting of financial
contracts as either derivatives or hybrid financial instruments.

The proposed effective date for the accounting change is the first
day of the first fiscal quarter beginning after 15 November 2002,
which, for calendar year end companies, will be 1 January 2003.

T
he FASB has issued an Exposure
Draft, Acquisitions of Certain Finan-
cial Institutions recently, that

amends two existing accounting standards
and an Interpretation to increase consist-
ency of financial reporting. The proposed
change would require that all financial in-
stitution acquisitions, except for those be-
tween two or more mutual enterprises, be
accounted for under Statements No. 141,
Business Combinations and 142, Goodwill
and Other Intangible Assets.

The Exposure Draft would amend State-
ment No. 72, Accounting for Certain Acquisi-
tions of Banking or Thrift Institutions, and
Interpretation No. 9, Applying APB Opinions
No. 16 and 17 When a Savings and Loan As-
sociation or a Similar Institution Is Acquired

in a Business Combination, to remove from
their scope all financial institution acquisi-
tions, except for transactions between two or
more mutual enterprises. Those transactions
would be accounted for under FASB State-
ments 141 and 142, prospectively. In addition,
the proposed Statement would amend State-
ment No. 144, Accounting for the Impairment
or Disposal of Long-Lived Assets, to include
certain long-term customer relationship in-
tangible assets, such as depositor and bor-
rower-relationship assets, and credit-
cardholder intangible assets.

The amendments to Statement 72 and In-
terpretation 9 would be effective for transac-
tions completed after a final Statement is is-
sued. The amendment to Statement 144 would
be effective upon issuance of a final Statement.

The Exposure Draft would require that
unidentifiable intangible assets previously
recognised under Statement 72 be reclas-
sified and accounted for as goodwill if both
of the following criteria are met: (1) the
transaction in which the unidentifiable in-
tangible assets arose was a business com-
bination and (2) intangible assets required
to be separately recognised under State-
ment 141 were recognised apart from the
unidentifiable intangible asset in that trans-
action and accounted for separately after
the date of acquisition.

The above Exposure Drafts are available
from the FASB’s website at www.fasb.org
or may be obtained by contacting the
FASB Order Department at 800-748-0659.

AN
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IASB Chairman Welcomes the
EU’s Decision to Adopt Interna-
tional Accounting Standards

S
ir David Tweedie, Chairman of the International Account-
ing Standards Board (IASB), recently welcomed the deci-
sion of the European Union (EU) to adopt international ac-

counting standards for the purpose of financial reporting for pub-
licly traded companies. The recent approval by the Council of Min-
isters of the EU adopts the Regulation proposed by the European
Commission.

The Regulation will require the use of International Accounting
Standards (IASs) and International Financial Reporting Standards
(IFRSs) by 1 January 2005, after a formal EU endorsement pro-
cess. There will be a temporary exception for companies that are
currently traded in the US and use US Generally Accepted Account-
ing Principles (GAAP), and for companies that have issued debt
instruments but not equity instruments. Those companies will be
required to comply with international standards by 1 January 2007.

Sir David heralded the approval of the EU Regulation as a “wa-
tershed” event in the IASB’s effort to reach a single set of glo-
bally accepted and enforced standards. He commented, “Hav-
ing the support of the EU is a significant step forward in the
movement towards the development and acceptance of a single
set of high quality international accounting standards. The IASB
has just recently completed its first proposals aimed at improv-
ing existing standards. In the coming weeks and months we shall
be focusing our attention on continued improvements, easing
implementation of the standards, and worldwide convergence.”

For more information on the Regulation, refer to the European
Commission’s website :  http://europa.eu.int

IASB Amends IAS 19,
Employee Benefits

T
he International Accounting Standards Board (IASB) re-
cently issued a limited amendment to the standard IAS
19, Employee Benefits.

The amendment is a response to concerns raised with the IASB
by the accountancy profession that IAS 19 was giving rise to coun-
ter-intuitive results. In certain circumstances, an actuarial loss in
the pension plan could give rise to a reported gain in the entity’s
financial statements and an actuarial gain in the pension plan could
give rise to a reported loss. The IASB takes the view that report-
ing gains and losses in these circumstances would be wholly in-
appropriate and it has moved quickly to amend the standard so
that it cannot happen.

The problem was caused by the interaction of two aspects of
IAS 19 — the option to defer actuarial gains and losses and the
limit on the amount that can be recognised as an asset (the ‘asset
ceiling’). During its deliberations on this matter, the IASB con-
cluded that there were further conceptual and practical problems
with these provisions. It will conduct a comprehensive review of
these aspects of IAS 19 as part of its work on convergence of ac-
counting standards across the world.

The Chairman of the IASB, Sir David Tweedie, said “The IASB
has demonstrated that it can move quickly to address problems
raised by constituents. We are also aware of the deeper concerns

that many have regarding IAS 19. We hope to find a
high quality solution in this difficult and often contro-
versial area of accounting by reviewing the approach
taken to pension cost accounting in different jurisdic-
tions.”

Copies of “Amendment to IAS 19, Employee Benefits :  The
Asset Ceiling” (ISBN 1-904230-01-6) are available at £10 each, including
postage, direct from the Publications Department, International Account-
ing Standards Committee Foundation, 7th Floor, 166 Fleet Street, Lon-
don EC4A 2DY, UK. Tel :  +44 (0) 20 7427 5927, Fax :  +44 (0) 20 7353
0562, e-mail :  publications@iasb.org.uk  website :  www.iasb.org.uk

IASB Issues the Preface to International
Financial Reporting Standards

T
he International Accounting Standards Board (IASB) re-
cently issued the Preface to International Financial Report-
ing Standards. The Preface sets out the objectives and pro-

cedures for due process, reflecting the IASB’s new structure, and
explains the scope, authority and timing of application of Interna-
tional Financial Reporting Standards (IFRSs). IFRSs are designed
to apply to the general-purpose financial statements and other fi-
nancial reporting of all profit-oriented entities.

In the light of comments received in response to a published draft
of its initial proposal, the IASB has decided to maintain paragraphs
in both bold and plain type in its standards. The IASB will use bold
type to indicate the main principles. The Preface emphasises, how-
ever, that paragraphs in both typefaces have equal authority.

Introducing the Preface, Sir David Tweedie, IASB Chairman, said,
“The Preface provides a brief description of the purpose and func-
tion of the main structures of the new arrangements for setting
global standards. As such, it is a short but essential introduction to
the context within which the Board will frame its standards.”

Copies of the Preface to International Financial Reporting Standards (ISBN
1-904230-02-4) are available at £15.00, including postage, direct from the
IASB Publications Department, International Accounting Standards Com-
mittee Foundation, 7th Floor, 166 Fleet Street, London EC4A 2DY, UK.
Telephone :  +44 (0) 20 7427 5927 Fax :  +44 (0) 20 7353 0562 e-mail :
publications@iasb.org.uk Online Bookshop :  http://www.iasb.org.uk

IASB Proposes Wide-ranging
Improvements

T
he International Accounting Standards Board (IASB) re-
cently published for public comment proposals to revise 12
of its 34 active standards. The proposals are in the form of

an exposure draft, Improvements to International Accounting Stand-
ards, on which comments are invited by 16 September 2002.

This exposure draft is the first product of the IASB’s Improve-
ments project, which aims to raise the quality and consistency of
financial reporting by drawing on best practice from around the world,
and removing options in international standards. The Improvements
project is a first step by the IASB to promote convergence on high
quality solutions in its objective to establish a globally accepted set
of accounting standards.

The release of the Exposure Draft marks the IASB’s initial re-
sponse to the demand for the continued development and rapid
improvement of international standards by market participants,
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including regulators through the International Organisation of
Securities Commissions (IOSCO), national standard-setters, the
IASB’s Standards Advisory Council and other commentators. The
project has been given added impetus by the European Union’s
proposals to require publicly listed companies to use international
standards from January 2005.

Introducing the exposure draft, Sir David Tweedie, IASB Chair-
man, said :

“Investors, business, and policymakers worldwide are look-
ing to the IASB as the international standard-setter, in partner-
ship with national standard-setters, to lead the global drive to-
wards better financial reporting, based on convergence towards
high quality solutions. The IASB’s new accounting standards
will take time to develop, and in the meantime we are keen to fix
problems with existing standards now if an acceptable solution

I N T E R N AT I O N A L
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is readily available. The publication of this exposure draft there-
fore marks the beginning of our effort to improve existing stand-
ards, and the next part will follow soon with the publication of
proposals to revise the two standards on financial instruments.
In the next quarter our priorities will be to bring forward draft
guidance for those adopting international standards for the first
time and proposals to overhaul the reporting of business com-
binations, including reforms to accounting for goodwill.”

Copies of the exposure draft Improvements to International Accounting
Standards (ISBN 0 905625 79 X) are available, at £20.00 each,  including
postage, from the IASB Publications Department, 7th Floor, 166 Fleet
Street, London EC4A 2DY, UK. Tel :  +44 (0) 20 7427 5927, Fax :  +44 (0)
20 7353 0562, e-mail : publications@iasb.org.uk website : www.iasb.org.uk.
From 25 May 2002 the complete text of the exposure draft will be freely
available on the IASB’s website.

IFAC PSC Issues IPSAS on Seg-
ment Reporting by Governments

T
he International Federation of Accountants’ (IFAC’s) Pub-
lic Sector Committee (PSC) has released International
Public Sector Accounting Standard (IPSAS) 18 Segment Re-

porting and a Glossary of Defined Terms. These documents have
been issued as part of the PSC’s ongoing project to develop a
comprehensive body of international accounting standards for gov-
ernments and their agencies around the world.

The Glossary is a useful reference as it compiles in one docu-
ment the terms defined in the 18 IPSASs released by the PSC.

IPSAS 18 establishes principles for reporting financial informa-
tion about distinguishable activities of a government or other pub-
lic sector entity appropriate for evaluating the entity’s past per-
formance in achieving its objectives and for making decisions
about the future allocation of resources.

“The disclosure of this information will help users of the finan-
cial statements to better understand the entity’s past performance
and to identify the resources allocated to support the major ac-
tivities of the entity. It will enhance the transparency of financial
reporting and enable the entity to better discharge its account-
ability obligations,” explained Ian Mackintosh, chairman of the
Public Sector Committee.

IPSAS 18 and the Glossary may be downloaded at no charge from IFAC’s
website at www.ifac.org/store. Print copies may also be ordered free of
charge through the IFAC site or by calling 1-212-286-9344.

New IFAC Study Focuses on
Competences of Management Account-
ants and Their Value to Organisations

A
major study released by the International Federation of Ac-
countant’s (IFAC’s) Financial and Management Accounting
Committee (FMAC) presents a global, best practice per-

spective on management accounting. Contemporary management
accounting is an integral part of the management process focused
on the effective use of resources in ongoing value creation by
organisations. The study highlights the competences related to
best practice in management accounting and the competences

required of those taking key roles in this field of man-
agement.

Entitled Competency Profiles for Management Account-
ing Practice and Practitioners, the study builds on com-

petency standards developed by IFAC member bodies and expands
on the groundbreaking International Management Accounting
Practice Statement 1, Management Accounting Concepts.

The study elaborates competency standards and related assess-
ment methodologies for both management accounting practice
and management accounting practitioners. The competency stand-
ards are illustrated by profiling contemporary issues related to :
� Management practices in organisations;
� Membership of professional associations; and
� Preparatory and continuing education associated with manage-

ment practice and professional membership.
Those who can benefit from the study and the benchmark com-

petency standards it illustrates include :
� Organisations seeking to move towards best practice in man-

agement accounting;
� Professional accountants seeking to focus their work or develop

their careers in the sphere of management accounting;
� Educators, as they seek to focus and develop curricula that will

contribute to the preparation of persons seeking to work in this
domain of management; and

� IFAC member bodies in establishing required competences and
profiling the developmental needs of their members in this
sphere of management.

Study 12 provides both a benchmark and a resource for the devel-
opment of practice in a range of contexts around the world. Beyond
this, it is likely to open up and stimulate discussion internationally
about a critical and distinctive dimension of management work.

This comprehensive study is supported by a succinct Overview
and a Users Guide. A CD version of the study will also soon be
available. Management Summaries and Thought Leadership arti-
cles which reference the study will be released periodically.

Authored by Professor William Birkett of the University of New South
Wales, Sydney on behalf of IFAC, the study may be accessed or
downloaded from IFAC’s website at www.ifac.org/store at no charge. It is
also available in print for a fee of US$25 plus shipping and may be or-
dered through the online bookstore or from IFAC’s offices at 1-212-286-
9344. Purchase of the printed version is recommended because of the
comprehensive nature of the study.
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IFAC Releases Study on Levels of
Assurance to Help Accountants

WorldWide Meet User Needs

A
s the demand for assurance services continues to increase,
accountants worldwide are faced with the dual challenges
of determining the appropriate level of assurance needed

and the best method for reporting on these engagements. A new
study released by the International Federation of Accountants
(IFAC’s) International Auditing and Assurance Standards Board
(IAASB) provides an in-depth analysis of these issues and offers
guidance that can help accountants worldwide and, ultimately,
those who use the reports they issue.

Entitled The Determination and Communication of Levels of As-
surance Other than High, the new study features an extensive lit-
erature review of related initiatives within and outside the profes-
sion and reports on the results of two research surveys. Prepared
by a group of academics from the principal bodies of the Interna-
tional Symposium on Audit Research, it is the most extensive study
to date on the determination and communication of levels of as-
surance in the context of providing new assurance services.

“It is important that in the development of a generally accepted
international framework, agreement is reached as to what are the
significant determinants of assurance. At the same time, reserva-
tions have been raised about how to best communicate assurance
at levels other than high,” explains IAASB Chairman Dietz Mertin.
“To address these issues, the International Auditing Practices
Committee (IAPC), now IAASB, decided to survey both national
accounting institutes and audit firms on moderate assurance.”

The national institute study, in which 12 institutes participated, fo-
cused on the national definitions of moderate- and high-level assur-
ance; national regulations, standards and practice conventions, and
suggestions for improvement to national regulations, standards and
practice conventions. The responses indicate that most countries do
not have a national definition of a moderate and high level of assur-
ance. Four countries have adopted IFAC’s definitions formulated in
International Statement on Assurance Engagements (ISAE) 100*.

IAPC also conducted a survey of audit firms in these countries
to determine what is occurring in practice with respect to differ-
entiating moderate level assurance from high-level assurance. In
particular, the questions related to the types of assurance serv-
ices provided, the corresponding level of assurance, the determi-
nants of the level of assurance, and the percentage of confidence
for a moderate versus a high level of assurance.

Conclusions
Major findings include support for an interaction of variables

approach for determining a given level of assurance. The three
main variables are subject matter, specific criteria, and work ef-
fort. These factors are seen to impact directly on the level of as-
surance and interact to cause the level of assurance.

The survey results also suggest that communication relating
to engagements providing other than high levels of assurance are
being limited by familiar reporting forms, such as the negative
assurance provided by reviews, the high level of assurance pro-
vided by audit (perhaps with inherent limitations paragraphs),
and the report of factual findings provided in agreed-upon proce-
dures. This pigeon holing approach appears to be associated with
the fact that there is no guiding framework.

The study suggests that the profession consider initiatives that

I N T E R N AT I O N A L

will provide a greater differentiation of the form of the moderate
assurance report from the current audit report. Alternative com-
munications frameworks are also suggested as solutions, such as
the profession attempting to only associate the negative assur-
ance report with a particular set of minimum evidence-gathering
procedures and a minimum level of assurance.

This study may be downloaded from the IFAC website at www.ifac.org/
store for free or ordered in print for US$25 plus shipping. For more infor-
mation about IAASB standards and guidance, visit www.iaasb.org.
* IAPC issued ISAE 100 in June 2000. This establishes a framework for
all assurance engagements (both moderate and high level assurance) and
provides basic principles, essential procedures and specific guidance for
the performance of high level assurance engagements

 IFAC Releases Guiding Principles for
International Education Statements

W
orking towards advance accounting education programs
worldwide, particularly in areas where it will assist economic
development, the International Federation of Accountants

(IFAC) is moving ahead on the development of International Educa-
tion Statements that address pre-qualification education of professional
accountants and continuing professional development for members
of the accountancy profession. IFAC’s Education Committee recently
released Guiding Principles for International Education Statements and
invites public comments on this document by 30 September 2002.

The Committee developed the Guiding Principles following the deci-
sion in 2001 to develop and issue International Education Standards for
Professional Accountants. The Guiding Principles establishes a frame-
work to underpin the statements issued by the committee, including
standards, guidelines and papers. It also sets out the objectives and op-
erating procedures of the Education Committee and explains the na-
ture, scope and authority of the committee’s statements. This includes :
� Prescribing “good practice” (i.e., establishing statements of stand-

ards for IFAC member bodies to aim at and be measured against);
� Providing guidance, interpretation, elaboration, illustration, ex-

amples of application, or in any other way assist IFAC member
bodies to achieve “good practice;”

� Discussing, promoting, or facilitating debate on education is-
sues, revealing facts, presenting research or survey findings,
or promoting awareness of issues.
The consultative process the Committee intends to follow is also out-

lined, together with a glossary of terms used in the statements issued
by the Committee. “The global profession is moving steadily towards a
common base of standards in accounting, auditing, public sector ac-
counting, and ethics. The accounting profession is ‘raising the bar’ in
the quality and consistent application of procedures around the world.
Education must be the starting point to assist the profession to properly
achieve the higher application of technical and practice standards,” states
Warren Allen, chairman of IFAC’s Education Committee.

The committee will expose a series of proposed International Educa-
tion Standards from early July 2002. “We strongly encourage all member
bodies, accounting academics, and other interested parties to review the
Guiding Principles and the proposed Standards and offer comment. Feed-
back on these documents is extremely important,” states Mr Allen.

Guiding Principles for International Education Statements may be
downloaded from the IFAC website :  www.ifac.org/store for free. Com-
ments may be sent by e-mail to EdComments@ifac.org or faxed to +1 212
286 9570 by the 30 September deadline.
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Sabah’s
Rainforest
Lodge

T R AV E L  A N D  L E I S U R E
B O R N E O

By David Bowden

The Danum River, Danum Valley

The rainforest supports
hundreds of species of birds

Primates make their
home in the rainforest
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T he Borneo Rainforest
Lodge in Danum Valley
was established for ad-
venturous tourists to dis-
cover the magnificent

rainforests of Sabah in some degree of
comfort. The facilities at the lodge satisfy
the needs of demanding international trav-
ellers and yet are located deep within the
rainforest.

While the wooden chalets offer many
luxuries, the experience is still very natu-
ral, as environmental disturbances have
been minimised in and around the small
settlement built besides the Danum
River.

There are few places in Malaysia
where visitors are able to stay deep
within what is considered to be amongst
the oldest, tallest, and richest rainforest
in the world. The lodge has received sev-
eral tourism awards including, a few
years back, the “Best New Tourism At-
traction” in ASEAN.

The central lodge stands on columns of
ironwood and the large spacious veranda
provides welcomed relief from the inten-

sity of the mid-day heat. The dining area
and bar overlook the cool, pebble-lined
waters of the Danum River.

Within easy walking distance from the
lobby, the chalets are constructed from
river stones and local timbers and are mod-
elled on the traditional homes of the local
Kadazan-Dusun people. Most chalets are
linked to the central lodge by a series of
elevated timber walkways.

The chalets are furnished with tasteful
but simple fittings and all have attached
bathrooms. There are only 28 twin-bedded
rooms in 23 bungalows to provide total
accommodation for just 60 guests.

Some have private verandas overlooking
the river while others are built around tall
trees to provide shade. They are fan-cooled
in line with the lodge’s environmental
policy although air conditioning is provided
in the conference centre. To maintain the
tranquillity of the forest, the total visitor
capacity of the lodge has been limited by
the numbers of chalets.

All activities at the lodge are based upon
maximising the quality of the experience
for all guests. Learning about the forest is

considered very important and to pass on
this knowledge, a team of young and en-
thusiastic guides is employed to ensure
that the guests learn as much as they can
about the complexities of the rainforest
ecosystem.

All activities into the rainforest are led
by the guides so that they can pass on their
knowledge and to identify features that
most people may walk past or take for
granted. Safety is another reason why all
walks are led by guides; nobody wants to
get lost!

One of the most popular treks incorpo-
rates the canopy walk, a 27-metre high
traverse through the rainforest canopy.
The bird’s eye views here are stunning and
provide an opportunity to see the forest
from a totally new perspective.

Guests are encouraged to become in-
volved in spotting wildlife and unique
sightings are recorded on the centrally lo-
cated, “Animals News” notice board.

Observant and patient visitors will see
some wildlife but time is essential to fully
appreciate the animals in this dynamic eco-
system. Literature at the lodge informs visi-

Green lizard, Danum Valley Observant visitors
may see an

Orang Utan

One of Malaysia’s largest stands
of dipterocarp forest
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tors that in the forests and rivers around the
lodge there are 275 varieties of birds, 110
species of mammals (including ten pri-
mates), 56 amphibians and 37 fish species.

The rarest animals in the surrounding
forest are the endangered Sumatran rhi-
noceros, clouded leopard and Bulwar’s
Pheasant. Not so unusual, are Orang Utan,
Sun Bear, Proboscis Monkey, Elephant,
Civet Cat and Flying Squirrel.

At dusk, the evening chorus commences
with the collective drone of thousands of
Emperor Cicadas. As darkness engulfs the
valley, fireflies start their synchronous
flicker and pre-dinner drinks take on a com-
pletely new dimension as the forest reveals
its nocturnal best.

Following dinner, further excursions are
possible to witness the animals that are
more active than during the day when they
are more difficult to see. The lodge offers
two options; walking through the forest or
the more sedentary variety from the com-
fort of the back of a slow moving lorry.
After the tiring daytime activities, most

lodge visitors choose the lorry.
Nocturnal animals are best spotted by

looking for the eyes as they illuminate in
the spotlight shining from the front of the
lorry. With the sky so full of stars, the task
is not easy but thankfully, the guides are
quick to spot several species.

Most visitors to the lodge fly to Lahad
Datu and there are several daily flights
from Kota Kinabalu, the Sabah capital. A
lodge vehicle meets visitors for the final
two-hour drive along forest trails.

The Borneo Rainforest Lodge experi-
ence combines the essential elements of
comfort, privacy, good guides and delicious
food. It also illustrates that forests can pro-
vide alternative sources of revenue besides
timber harvesting.

Danum Valley is an exciting and unique
wildlife experience in a remote part of
Sabah’s largest protected lowland forest.
The Borneo Rainforest Lodge has suc-
ceeded in offering a model for ecotourism
and contributes to showing visitors a part
of Malaysia that was once inaccessible.

Contact
Borneo Nature Tours Sdn. Bhd.

Block 1, Lot 6,

MDLD

3271 Fajar Centre,

Lahad Datu

P.O. Box 61174,

91120 Lahad Datu

Sabah, Malaysia

Tel :  60-89-880207

Fax :  60-89-885051

e-mail :  ijl@po.jaring.my

Note :  This article and accompanying photo-
graphs are automatically copywritten to the au-
thor/photographer and they cannot be repro-
duced in any format without the written permis-
sion of the author/photographer. Legal action
will be taken against anyone who contravenes
these conditions.

Untouched rainforest,
as far as the eye can see

Untouched waterfalls
in isolated rainforests
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M E M B E R S ’ U P D AT E

REGISTRATION OF ACCOUNTANTS AS AT 31 MAY 2002
CA — Chartered Accountant
AM — Associate Member

JOHOR DARUL TAKZIM

Batu Pahat
Teh Chwee Hoon 19383/CA
Johor Bahru
Hay Phooi Quan 19430/CA
Lee Kian Hu 19361/CA
Tan Sian Kuan 19335/CA
Wong Yit Lin 19417/CA
Kluang
Lim Yeong Kian 19377/CA
Pontian
Loo Song Jen 19322/CA
Skudai
Lew Wei Keong 19427/CA
Lim Ken Chai 19429/CA
KEDAH DARUL AMAN

Sungai Petani
Tan Hooi Beng 19434/CA
KELANTAN DARUL NAIM

Kota Bharu
Siti Norina Binti Abdul Manaf 19339/CA
MELAKA

Bukit Beruang
Junaini Binti Mohammad 19438/AM
NEGERI SEMBILAN DARUL KHUSUS

Seremban
Badrushah Bin Abdul Rahim 19327/CA
Lim Tai Ling 19357/CA
PERAK DARUL RIDZUAN

Ipoh
Tan Hui Min 19392/CA
Teluk Intan
Khor Siok Luan 19435/CA
PULAU PINANG

Butterworth
Marzlin Binti Marzuki 19437/AM
Penang
Fong Kam Fatt 19358/CA
Lim Teik Sun 19336/CA
SABAH

Kota Kinabalu
Choi Li Nyuk 19326/CA
Sandakan
Quek Ser Leng 19362/CA
SARAWAK

Kuching
Chiam Yu-Mien 19366/CA
Lillian Mok Siok Nee 19432/CA
Miri
Angelia Chong Pei Cheng 19359/CA
Sibu
Ting Yi Ping 19381/CA
SELANGOR DARUL EHSAN

Ampang
Chong Ki Woi 19390/CA
Chua Hooi Beng 19409/CA
Wong Pooi Leng 19414/CA
Ampang Jaya

Nancy Tan 19433/CA
Trixy Chua Zee Quin 19364/CA
Sungai Buloh
Sarina Binti Othman 19391/CA
UEP Subang Jaya
Mohd Yusril Fadil

b. Mohamad Yuzu 19350/CA
TERENGGANU DARUL IMAN

Kuala Terengganu
Tay Lay Sheng 19325/CA
WILAYAH PERSEKUTUAN

Batu 9, Cheras
Zamaluddin Bin Omar 19367/CA
Kuala Lumpur
Albert Saychuan Cheok 19320/CA
Azhari Bin Abu 19422/CA
Baidah Binti Kalimin 19406/CA
Chan Siew Yin 19330/CA
Chin Chee Kin 19384/CA
Conicious Oswald Makinjal 19352/CA
Eddy Zulkanaen Bin Abd Razak 19371/CA
Foo Tun Teck 19363/CA
George Wong Chii Ming 19388/CA
Goh Yun Hwa 19356/CA
Lam Tsuey Yun 19378/CA
Lee Ah Sun 19372/CA
Lee Teck King 19346/CA
Leong Kok Wai 19420/CA
Liew Saw Fan 19340/CA
Low Bek Teng 19410/CA
Low Yan Seong 19365/CA
Marizah Binti Minhat 19379/CA
Mazlina Binti Mohammad 19347/CA
Md Adnan Bin Abdullah 19397/CA
Mohammad Faiz Bin Md Husin 19404/CA
Mohammad Rizal Bin Shafie 19386/CA
Mohd Fadil Bin Sabran 19348/CA
Mohd Zuhairi Bin Abdul Majid 19405/CA
Norimy Suzaida Binti Suhaimi 19323/CA
Nur Azian Binti Azumu 19425/CA
Nurulakmar Bt Mohd Yusof 19436/CA
Peter Yii Sing Sin 19398/CA
Riswardhi Bin Mohd Hashim 19413/CA
Salmah Binti Kadir 19331/CA
Salmiah Binti Muhamad 19400/CA
Siti Atiqah Binti Mohd Yasin 19418/CA
Soo Gian Ming 19395/CA
Teen Mei Yin @ Thim Mei Yin 19393/CA
Vooi Kok Hor 19389/CA
Wan Zuria Binti Wan Awang Mahmud 19419/CA
Wong Ban Seng 19360/CA
Wong Mei Peng 19341/CA
Wong Yoke Fan 19324/CA
Yenni Erayanti Binti Johan 19351/CA
SINGAPORE

Gan Nga Kok @ Jacob Gan 19415/CA
Mohd Zulkifli Tiew Bin Abdullah 19380/CA
Toh Lay Perk 19403/CA

Kalsumawathi Binti Mohd Aris 19423/CA
Bandar Baru Bangi
Nik Mohamad Syafri

b. Nik Abdul Kadir 19369/CA
Bandar Sungai Long
Tan Soo Siong 19345/CA
Bangi
Sahril Bin Mintol @ Mansor 19424/CA
Batang Kali
Chan Kam Leong 19385/CA
Batu Caves
Nazri Bin Muhammad 19354/CA
Zanariah Binti Nordin 19375/CA
Hulu Langat
Mohd Suhaimy Bin Harun 19421/CA
Kajang
Michael Lau Beng Teck 19328/CA
Klang
Gan Mei Ying 19373/CA
Mohamad Sinatra Bin Nassim 19374/CA
Norhaniyah Binti Yusoff 19334/CA
Rajaretnam A/L Muthiah @

Muthuraman 19353/CA
Siti Azliyah Binti Eli @ Ali 19332/CA
Kuang
Zurita Binti Abu Zahar 19349/CA
Petaling Jaya
Gavin Teo Jin Leong 19376/CA
Genevieve Lim Ai Heiong 19426/CA
Khoo Poh Poh 19428/CA
Lee Yee Mei 19342/CA
Liew Mevy 19355/CA
Maureen Alexandra Chung Set Lin 19368/CA
Mohamad Shariman b. Sujor @ Sujot 19396/CA
Mohamed Hassan

b. Mohamad Yacob 19412/CA
Ng Mui Hui 19387/CA
Simon Wee Howe Yew 19329/CA
Soo Chan Fai 19399/CA
Soong Kwong Lim 19343/CA
Wan Nazarulhisham b. Wan Abd. Aziz 19401/CA
Yeoh Lam Seng 19411/CA
Puchong
Chen Lee San 19333/CA
Lee Ah Kow @ Lee Kam Chong 19344/CA
Lee Siew Hua 19321/CA
Siew Cheau Sheang 19338/CA
Rawang
Ahmad Kamal Bin Ariffin 19407/CA
Shah Alam
Azaharuddin Bin Hassanuddin 19431/CA
Lim Chooi Lin 19382/CA
Mohd Rodzi Bin Salleh 19370/CA
Normah Binti Abdul Rahman 19394/CA
Rosman Hadi Bin Mohamad Sayoti 19408/CA
Timurabanun Binti Abdul Hamid 19416/CA
Subang Jaya
Goh Lily 19337/CA
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M A A A  N E W S

Incorporation
and Aim

The Malaysian Asso-
ciation of Accounting
Administrators (MAAA)
was incorporated in
1990 with limited liabil-

ity 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 Ac-

counting Technicians/Administrators for per-
sons employed on duties customarily under-
taken by assistants to accountants registered
with the MIA.

• To provide an organisation and membership
for such persons who are desirous of acquir-
ing such qualification and persons who are
granted such qualification.

• To promote in the public interest the techni-
cal competence of such persons engaged in
positions and performing the functions of ac-
counting technicians/administrators.

Council Members (2002 Term)
Elected Members
Izhar Abd Kahar (President)
Koo Yew Fook, Allan (Vice President)
Cheah Foo Seong
Chin Wah Yin
Kasim Darus
Lim Ah Leck
Low Han Men, Aric
Mahadevan s/o Gengadaram
Mok Kam Seng
Panneer Selvam
YM Raja Noorhana bt Raja Harun
Wong Chee Kheong
Yong Yoon Kee

MIA Nominated Members
Manjeet Singh s/o Santokh Singh
Assoc. Prof. Dr. Nafsiah bt. Mohamed
Assoc. Prof Dr. S. Susela Devi

Secretariat Office
Malaysian Association of Accounting Administrators
Dewan Akauntan, 2 Jalan Tun Sambanthan 3,
Brickfields, 50470 Kuala Lumpur.
Tel : 03-2279 9200 or Fax : 03-2274 1783
e-mail : maaa@mia.org.my

MALAYSIAN ASSOCIATION
OF ACCOUNTING ADMINISTRATORS

Editor for MAAA News : G. Mahadevan

MAAA 12TH ANNUAL GENERAL MEETING

On 18 May 2002, the Malaysian Association of Accounting Administrators
(MAAA) held its 12th Annual General Meeting at the Malaysian Institute
of Accountants main boardroom.

MAAA President, Izhar Abdul Kahar chaired the meeting. The Chairman’s opening
address included an up-date on last year’s and the more recent developments in MAAA.

The major highlights of the meeting was on the amendments to the Association’s
Memorandum & Articles (M & A). There were 17 resolutions tabled. Among the
key resolutions passed was that the Council was extended the authority to appoint
Patrons and Honorary Advisors. This would provide the Association with an oppor-
tunity to recognise individuals who have made, or will make, distinctive contribu-
tions to the growth and development of the Association.

At the meeting, Wong Chee Kheong (a member of the Association since Decem-
ber 1992), previously being a co-opted Council Member, was elected to the Council.
Also elected as a new Council Member was Cheah Foo Seong who has been a mem-
ber of the Association since August 1994.

The Council would like to take this opportunity to thank all members’ for their
continuous support. AN
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The Association will be organising a Members’ Dialogue and a Membership
Drive in Sabah and Sarawak. The details are as follows :
Venue : MIA office in Sabah Branch  Date :  17 August 2002   Time :  2 p.m.
Venue : MIA of fice in Sarawak Branch  Date :  18 July 2002   Time :  10 a.m.
For further information please contact the Secretariat.
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