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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The Akauntan Nasional welcomes original and previously unpublished contributions which are of inte-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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and develop the accountancy profession in Malaysia.
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(a) To be a globally recognised and respected business
partner committed to nation-building;

(b) To promote in any manner it thinks fit, the interests
of the accountancy profession in Malaysia;

(c) To provide for the training and education by the
Institute or any other body, of persons practising
or intending to practise the profession; and

(d) To determine the qualifications of persons for
admission as members.
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During my customary ‘teh tarik’ session with a friend the other day, we worked
our way through a series of topics, among others, the death of our Yang Di-
Pertuan Agong, Sultan Salahudddin Abdul Aziz Shah of Selangor, political tur-

moil in the world, office work and the upcoming festive season, when it suddenly
dawned upon us that the year has almost come to a conclusion. Phew! … Where did
the time go? I believe we are not the only ones to have felt that way. As usual, the year-
end evokes a certain nostalgic feeling and it is natural for most of us to ask ourselves,
what have we accomplished?

Here at the Institute, it has been quite an interesting year. Several changes were
initiated and put in place in light of global developments towards liberalisation of
trade in services and other challenges brought forth by the globalisation process.
Earlier this year, in a move to strengthen the Institute, the office of the Registrar was
reactivated in a restructuring exercise that saw a leaner, more effective structure
emerge with several standing committees reorganised to look into new areas of inter-
est in the profession.

In order to strengthen and unify the profession, a number of strategic partnerships
were initiated with the professional accountancy bodies. Apart from working together
on various projects that include submission of joint memoranda to various Ministries,
the NAC 2001 and the publication of the 2002 budget booklet, the Akauntan Nasional
now carries a special column called ‘News from the Professional Bodies.’

The amendments to the Accountants Act, 2001, came into effect in August and a
new 30-member Council was appointed by the Finance Minister. The members rep-
resent the various interest groups that include professional accountancy bodies, rep-
resentatives from the industry, institutions of higher learning, statutory bodies and
the Government. Of these, 10 members under the elected category will have to re-
sign upon the next Annual General Meeting (AGM) and allow the election process to
take place. The AGM is set for 29 December 2001 and the Institute looks forward to
a good turnout by members to lend support to the democratic process. Here too,
members will hear about the MIA’s new vision, mission, the approved new Rules and
By-laws, and the strategic framework developed to help mould the Institute into an
effective and dynamic body.

 The upcoming festivities will once again see the mad ‘balik kampung’ exodus, leav-
ing the streets of Kuala Lumpur to heave a huge sigh of relief. With the ‘migrants’
gone, at least for a while, true-born KLites can lay claim to their city and enjoy its
splendour. With the hope that the new year will be a year of peace and tranquillity in
the world, Akauntan Nasional wishes all of you Selamat Hari Raya, Merry Christmas
and Happy New Year.

Editor

Farewell 2001 …Malaysian Institute of Accountants
(Established under the Accountants Act, 1967)
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MIA BRANCHES

State : Johor
Location : Johor Bahru
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Location : Melaka
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Location : Kuantan
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Location : Ipoh
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AN

VISION AND
OBJECTIVES

MIA’s Mission

• To develop, support and
monitor quality and expertise
consistent with global best
practices in the accountancy
profession for the interest of
stakeholders.

MIA’s Objectives

• To promote and regulate
professional and ethical
standards.

• To enhance competency
through continuous education
and training to meet the
challenges of the global
economy.

• To enhance the status of
members

• To lead research and
development for the
enhancement of the profession

• To inculcate a high sense of
social responsibility

NOTICE TO ALL MEMBERS
Please note that the practising certificate is

issued separately to each individual member
who is in public practice and it shall be re-
newed automatically on a year to year basis,
each commencing on the first day of July next
following, whereupon the annual practising
certificate fee shall become due and payable.
The fee for practising certificate is RM250.00
annually.

Please also note that a member who has
been issued with a practising certificate and
who is in compliance with the provisions of
Rule 9 of the Membership and Council Rules
2001, shall be entitled to retain such practis-
ing certificate provided that the member al-
ways remains in public practice or engages in
public practice services, full time.

Therefore, those members in public prac-
tice as well as those who wish to be engaged
in public practice may request for an applica-
tion form for practising certificate from the
Institute and thereafter complete and return
it to the Institute with the appropriate fee for
the year 2001/2002 in order to practice.

1 Membership and Council Rules
2001
Please be informed that the Minister of Fi-

nance had approved the Malaysian Institute
of Accountants (Membership and Council)
Rules 2001 (the “Membership and Council
Rules 2001”) on 7 November 2001 and the said
Membership and Council Rules 2001 have now
come into operation as of 9 November 2001.
Pursuant thereto, we wish to confirm that the
Bahasa Malaysia version of ‘Chartered Ac-
countant’ as gazetted is ‘Akauntan Bertauliah’.

2 Practising Certificate
In view of the aforesaid Membership and

Council Rules 2001, members who are engaged
in or wish to engage in public practice (as de-
fined in the Membership and Council Rules
2001), would require a practising certificate
pursuant to Rule 9(1) which states as follows :

“A member shall not hold himself out as a
member in public practice unless he holds a valid
practising certificate issued by the Institute pur-
suant to the provisions of this rule.”

MALAYSIAN INSTITUTE OF ACCOUNTANTS
LOGO GUIDELINES
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Malaysian Institute
of Accountants

(Established under the
Accountants Act, 1967)

Members may use MIA’s logo for
all publicity material provided that
all such publication of MIA’s logo
must be in good taste and is pro-
fessionally dignified. Members are
allowed to reproduce the MIA’s
logo from the MIA website :
www.mia.org.my subject to the fol-
lowing guidelines :

• Usage of the Logo
There are only two permitted versions of the
logo, either with the title on the right of the
logo or underneath it. The logo and title
(Malaysian Institute of Accountants) together
with the words (Established under the Ac-
countants Act, 1967) are a single entity. Do not
separate them or use the logo in the absence
of the above title and words or vice-versa.
Where the MIA logo is used with another or-
ganisation’s logo, both should be placed adja-

cent to each other, either side-
by-side or one above the other.

• Colour of Logo
The logo may be used in black
and white. Where the logo is used
in colour, the colour used should
be blue (C100, M40), Yellow
(Y100), red, (M100, Y100) and
green (C100, Y100).

• Sizes
The size of the logo may be varied depend-
ing on the circumstances.

• Artwork for the Logo
In the event members wish to have artwork
for the logo, requests for the same can be
made to the Corporate Communications De-
partment of MIA, which will provide the
logo in various sizes as conventional or digi-
tised artwork for high quality reproduction.

ENQUIRIES
If there is any enquiry or question on the correct usage of the MIA logo, please contact
Iszudin Md. Amin or Nirmala Ramoo, Tel :  03-2279 9255/256, or e-mail :  Iszudin
@mia.org.my, nirmala@mia.org.my

Malaysian Institute of Accountants
(Established under the Accountants Act, 1967)
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Migration is a common phenom-
enon in the animal kingdom.
From fish to birds to people, migra-

tion, to some, is part and parcel of the evolu-
tionary process to improve the odds for the
survival of the species. Likewise, migration
of ideologies marks the dynamism of an or-
ganisation in moving forward. The Malaysian
Institute of Accountants (MIA) which em-
bodies the future of the accountancy profes-
sion in the country has since migrated into a
more dynamic vision and with it, has em-
barked on a bold mission to spearhead the
accounting profession into the world-class
strata. Exactly, how did all this come about?

The project to formulate a blueprint for the
MIA kicked off when the Institute on 3 Oc-
tober 2001, commissioned a leading account-
ing firm to prepare a no-holds barred report

cerns, comments and suggestions were
noted by the consultants who in turn took
the role of ‘big brother’ coaxing them to
bare their souls for the good of the profes-
sion. It could be described as a time to
‘mengadu’ but in a professional and con-
tained manner. Following this, a Strategic
Visioning Workshop was organised.

Unlike other weekends when the greens
of the Renaissance Palm Garden Hotel in
Putrajaya are dotted with golfers in their cus-
tomary chequered-pants riding little buggies
piled high with golf-irons, the afternoon of
27 October 2001 saw a completely different
picture when the serene quiet of the hotel
lobby was invaded by a boisterous group of
47 forward-thinking individuals representing
the Council, Branch Chairpersons and man-
agers of the Institute. Contrary to the com-

mon Malaysian mentality  of 10 a.m. mean-
ing 10.30 a.m., most of them arrived on time,
some from as far as Kelantan, Perlis and
Sabah. Perhaps, it was the importance of the
mission at hand that compelled all concerned
to make prompt appearances. Their mission
:  to deliberate on the issues and challenges
of the nation’s accountancy profession in or-
der to formulate a strategic blueprint to up-
lift the accountancy profession into the up-
per echelons of professionalism.

With the findings of the consultants as
reference, the group, split into three smaller
groups and spent the next two days in a gru-
elling series of meetings, exchanging ideas
and deliberating on various proposals. The
findings of the three groups were then dis-
cussed in the plenary sessions. (see pix)

Contrary to perceived misgivings about

a ‘sacrificed’ weekend, the
sounds of the pouring rain out-
side the meeting rooms echoed
the seriousness of the task at
hand and instead created the
ideal setting for thought stimu-
lation and effective solutions,
and ultimately set the stage for
the birth of the Institute’s new
strategic direction.

In recognising the pivotal role
played by the Institute as The
statutory body for the account-
ancy profession established un-
der the Accountants Act, 1967,
the blueprint outlines the Insti-

MIA’s Strategic Visioning Workshop
Objectives :  To seek consensus on the future direction of MIA

Date :  27-28 October 2001
Venue :  Renaissance Palm Garden Hotel, Putrajaya

Session in progress … Among the Council Members, Branch
Chairpersons and the MIA managers who were there to share their
views for the betterment of the Institute and its members. Heading
a big statutory body such as MIA is no piece of cake

Going according to plan … The proposed Vision, Mission and Objectives of the Institute, among others, were ‘constructed’ and ‘built’
from this session. First it was Nor Azimah who represented group 1. This was followed by Yue Sau Him from group 2 and finally by Abdul
Rahim representing group 3. These three groups discussed and deliberated the key elements that should be incorporated in the Institute’s

new Vision and Mission statement.

on the Institute to identify its
strengths and weaknesses. In
the process, Council members
representing the various focus
groups, the Accountant-General
and the Auditor-General as well
as the Institute’s management
team were interviewed and their
comments served as vital input
in the preparation of the Strate-
gic Visioning Report.

From then onwards, various
individuals were individually
interviewed. For the manage-
ment team, it was a time for sin-
cere ‘confessions’. Their con-

C O V E R
C O U N C I L  R E T R E AT
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C O U N C I L  R E T R E AT

tute’s vision, mission, objectives, strategies
and action plans to propel the Institute and
ultimately the accountancy profession for-
ward to meet current and future global chal-
lenges.

A thorough analysis of the challenges
faced by the profession revealed shortcom-
ings in diverse areas that need immediate
attention. Being the body assigned to look
into the interests and well being of account-
ants, the Institute must have a better un-
derstanding of members’ needs and
strengthen its Secretariat support through
improved services to members. This in-
cludes providing relevant continuing pro-
fessional development (CPD) courses, as-

Presenting their case … Sazalina and Shobini ‘winding-up’ their groups’ submission

Solidarity and Commitment stood tall among MIA stakeholders during the workshop.
Standing 1st row (L-R) … Iszudin Mohd Amin, Prof. Madya Dr. Nafsiah Mohamed, Prof.
Madya Dr. Noorhayati Mansor, Nor Azimah Abd Aziz, Prof Dr. Takiah Mohd Iskandar, Ho
Foong Moi, Carol Wong (Arthur Andersen & Co), Shobini Mahendra, Jeow Foong Leng,
Rashidah Alwi, Ho Foong Chin, Sazalina Kamarudin, Alexandria Thien
Standing 2nd row (L-R) … Juliana Chan, Johnny Yong, Goh Joon Hai, Lam Kee Soon,
Tuan Hj. Muztaza Mohamad, Mohammad Abdullah (Registrar), Abdul Samad Hj. Alias
(President), Yue Sau Him (Vice-President), Mohamad Salleh Mahmud, Dato’ Lee Ow Kim,
Lee Hin Kan, Yeo Tek Ling
Standing 3rd row (L-R) … Chin Sun Sun, Nazlan Ozizi Ibrahim, Chua Soon Guan,
Sam Soh Siong Hoon, Abdul Rahim Abdul Hamid, Sudirman Masduki, Abdullah A.
Rasol, Koo Peng Hon, Nik Mohd Hasyudeen Yusoff, Por Lee Tee
Standing last row (L-R) … Katharene Expedit, Robert Khaw, David Tiang, Su Lim,
Steven Teh, Devanesan Evanson, Albert Wong, Beh Tok Koay, Dr. Ahmad Faisal Zakaria,
Dato’ Abdul Halim Mohyiddin
Not in picture :  Lee Leok Soon, Billy Kang, Prof. Madya Dr. Mohamad Ali Abdul Hamid

sisting members in other areas of exper-
tise rather than the traditional auditing
role, conduct research and development on
the profession, and make available subject
matter experts to answer queries. The MIA
acknowledges the need to enhance com-
munication with key stakeholders such as
tertiary institutions and the government,
and also to increase collaboration with vari-
ous interest groups such as the Kuala
Lumpur Stock Exchange (KLSE), Securi-
ties Commission (SC), Registrar of Com-
panies (ROC) and professional account-
ancy bodies.

To address these challenges, key strat-
egies were developed. Concomitantly, sev-

eral high-level action plans were formu-
lated to implement these strategies effec-
tively. Among them, the Institute intends
to hold regular dialogues with members
to gauge their needs and keep them in-
formed about developments in the profes-
sion.

Of particular concern to the Institute was
the public’s perception of accounting pro-
fessionals. It is widely acknowledged that
the public does not have a clear perception
of the accountants’ role and the services
they provide. There is an urgent need to
deal with this issue through concerted ef-
forts to increase public awareness towards
the profession.

Whilst it is true Malaysian accountants
lack automatic global recognition, this
matter is actively being looked into by the
Institute through its continuous efforts in
the international arena for reciprocal rec-
ognition of our qualifications.

It must be acknowledged, however, that
efforts to uplift the accountancy profession
cannot be the sole responsibility of the In-
stitute. On the contrary, accountants have
a moral obligation to uphold the integrity
of the profession by maintaining profes-
sional ethics at all times. The Institute can
only play a supporting role by disseminat-
ing timely information about global trends
and challenges, and make appropriate rep-
resentation in the international arena. Suc-
cess or failure is almost solely dependent
on the attitude of the individual who has
two choices — to face up to the realities of
global forces and take the appropriate steps
or remain indifferent and rescind the right
to survive the tide of change.

The Institute has taken stock of its short-
comings and has taken steps to improve
itself. What about you?

C O V E R
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G
lobalisation and liberalisa-
tion are the two buzzwords
that are going to change
the pattern of world trade

and commerce in the not too distant future.
Protection and trade barriers are going to
crumble and in its place we are going to see
an influx of foreign companies setting up
shop here. We will face greater competition
in international markets. As a consequence,
workers may lose their jobs, wages will not
increase and new job opportunities will be
severely curtailed.

Globalisation means an adherence to
universal business principles and practices,
which are recognised, respected and un-
derstood by the regional and global corpo-
rate communities. To survive in the mar-
ket place, there is a need to place more em-
phasis on product and service differentia-
tion and premium quality performance.

Rules of business are changing rapidly and
if management is not sensitive to change,
their businesses will be severely affected.
With the coming on-stream of the World
Trade Organisation (WTO) agreement in
2006, management will have no choice but
to quickly adapt to the continuous changes
of globalisation to remain competitive. For
companies, it is no longer the survival of the

fittest but the survival of the wisest.
The battle is already heating up faster

than ever before as nations gear up for the
implementation of the WTO agreement.
Come 2006, whether we like it or not, it
will be a level playing field — a free mar-
ket without government
interference or protection.
Tomorrow’s customer will
demand for the best prod-
uct at the lowest price.

Change notwithstand-
ing, what then, are the im-
plications of globalisation
on our local accounting in-
dustry. “Its impact,” observes MIA’s Presi-
dent, Abdul Samad Hj Alias, “will be felt
more by the small and smaller players. The
big firms are already competing on an in-
ternational basis. They follow where their
clients go, very much in accordance to the
direction of capital flows. They take pride
in providing seamless service across na-
tional boundaries,” he adds.

Globalisation also means there would be
a wider scope for competition within the ac-
counting industry while at the same time
providing greater opportunities for the ac-
counting profession. Cross border manage-
ment and control among the multi-nation-

als with varied corporate
standards and require-
ments would become com-
mon. Jobs within the ac-
counting profession would
be on a global scale with
professionals moving
across borders. With the
internet, the world would

become a global village and that would have
a major impact on people management.

Basically, the liberalisation of the ac-
counting industry, being a service indus-
try, would involve four modes of services:

Cross border supply — services through
the communication medium such as
telephone, internet, fax etc.

Globalisation

and its Impact on the
Local Accounting

Industry
Globalisation and liberalisation will
affect all sectors of the economy and
the accounting industry, too, will not
not spared.

By Eddy Lee

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

“Its impact,” observes

MIA’s President, Abdul

Samad Hj Alias, “will be

felt more by the small

and smaller players … ”

1
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Consumption abroad — clients go
abroad to utilise services by external
service providers.

Commercial presence — interest in lo-
cal partnership.

Presence of natural persons — foreign
practitioners are allowed to be physi-
cally present and practice.

Currently, the first two modes are already
in operation while the last two modes have
yet to take off, dependent on the conclusion
of trade agreements by Malaysia and other
countries negotiating for market access.

With these developments, accounting
practitioners have to face two challenges
when trade doors are finally thrown open.
They will face direct competition — where
foreign accountants are able to offer their
services in direct competition with the local
practitioners. Lower cost countries such as
the Philippines and India would pose greater
threat to local practitioners as they would be
able to offer their services at lower cost.

L O C A L  I N D U S T RY  &  G L O B A L I S AT I O N

C O V E R

2

3

4

“If Malaysian practitioners are able to set

a very high standard of practice with

services that add value to their clients, they

would stand a very good chance of

surviving globalisation and liberalisation,”

 Nik Mohd Hasyudeen Yusoff,
Council Member of MIA and the Executive

Chairman of Khairuddin, Hasyudeen & Razi.

“Whether the small and smaller

practices will face foreign competition

depends on whether the industry is

perceived as lucrative by foreign small and

smaller practices. There is such a possibil-

ity coming from lower cost economies,”

— Abdul Samad Hj Alias, MIA’s President.

Our relative high standards of living would
attract foreign accountants from such coun-
tries. The issue here is whether these for-
eign practitioners could offer better quality
services compared to MIA members. “If
Malaysian practitioners are able to set a very
high standard of practice with services that
add value to their clients, they would stand a
very good chance of surviving globalisation
and liberalisation,” says Nik Mohd
Hasyudeen Yusoff, the Executive Chairman
of Khairuddin, Hasyudeen & Razi.

“On the other hand, if the foreign practi-
tioners could bring in services that offer

higher service value propositions to com-
panies in Malaysia, definitely it would fur-
ther increase the level of competition in
this country”, he notes.

Conversely, our practitioners could also
broaden their horizons beyond Malaysian
shores by offering their services overseas.
“Backed by experience and skills borne out
of practising in a dynamic and sophisti-
cated economy like Malaysia, it has defi-
nitely provided our practitioners with the
exposure, skills and competencies that are
marketable in other countries,“ says Nik

who is also Chairman of the Public Prac-
tice and Tax Committee of the Malaysian
Institute of Accountants (MIA).

“Whether the small and smaller practices
will face foreign competition depends on
whether the industry is perceived as lucra-
tive by foreign small and smaller practices.
There is such a possibility coming from lower
cost economies,” rationalises Abdul Samad.

However, local accountants still require
international accounting experience if they
wish to compete with their foreign counter-
parts. “Locally trained accountants would
need better exposure and where necessary,
to undergo formal training in international
standards in order to understand global re-
quirements which also require a better un-
derstanding of international trade,” says
Raymond Liew of Raymond Liew & Associ-

ates. “This would call for internationally rec-
ognised accounting qualifications and merely
the acquisition of “local” recognised qualifi-
cations may not be sufficient,” he added.

When globalisation comes around, some
companies may lose their competitiveness
due to their inability to increase quality and
reduce cost. Unable to keep up with tech-
nological changes and a new free-for-all mar-
ket place, they may no longer be viable.
Also, these companies may be the core cli-
ents to practising accountants who may lose
a big chunk of their existing clientelé. Some
companies may relocate to cheaper loca-
tions for economies of scale to maintain
their competitiveness and practising local
accountants, who are not able to directly
facilitate their clients who move abroad
would be losing to firms with greater re-
sources and wider networks, noted Nik.

With this threat facing the local account-
ing fraternity like the sword of Damocles,
what can MIA do to help the local industry?
MIA can help shape the local accounting
industry by ensuring that the local account-
ants are better trained and where possible,
gear them for such globalised competition.
“Currently, from my perception of the local
industry, our local accountants are not
trained to deal with such globalised compe-
tition. Most local accountants are too com-
placent with their small practices and there
is no urgency to move further than their
own “comfort” zone!” notes Liew.

To rectify this, Liew suggests that MIA
could make it mandatory for all practition-
ers to undergo a number of CPD (Continu-
ing Professional Development) programmes
in order to ensure these practitioners are
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“Locally trained accountants would need

better exposure and where necessary, to

undergo formal training in international

standards in order to understand global

requirements which also require a better

understanding of international trade,”

— Raymond Liew,Raymond Liew & Associates.

ready for such international competition.
This is aimed at enhancing competencies
that would enable them to provide higher
value services. Similarly, MIA must ensure
that the “trainers” engaged for such tasks
have the right qualifications and experience.
“MIA should have commenced on such an
exercise much earlier but then nothing is too
late. It would definitely help the local account-
ants by putting pressure on them and mak-
ing it mandatory with immediate effect. All
practitioners should undergo such formal
training with no exception,” says Liew.

On the international front, MIA has been
among the vanguard in helping to craft in-
ternational agreements that favour local ac-
counting practitioners. It has assisted the
Ministry of International Trade and Indus-
try in international negotiations on the
framework of service liberalisation both at
the Asean Free Trade Agreement (AFTA)
and WTO levels. The authorities have taken
a serious stand in deliberations at the Asean
Federation of Accountants (AFA), the re-
gional body that oversees the accountancy
profession. “We need to ensure the terms
of agreement for liberalisation benefit
Malaysian practitioners,” explained Nik.

According to Nik, “the key issue here is
that foreign practitioners should be sub-
jected to the same rules and regulations as
to those applicable to our citizens and no
concessions should be allowed” he stressed.
In essence, a level playing field should be
the norm rather than the exception.

Another area where the Institute can help
to shore up our capability and skills to be at
par with foreign counterparts against the
backdrop of the WTO is to facilitate capacity
building. At the moment more that 90 per
cent of the accounting firms in Malaysia are
small firms either sole proprietor or firms
with two partners. These firms will lose out
when the level of competition increases due
to their small size and capacity. Hence, there
is a need to facilitate them to increase their
capacity and capability in order for them to
excel when the crunch comes.

MIA has a key role to play in this ever-
changing business scenario to help these
firms to stay afloat. The accounting watch-
dog should encourage and assist firms to
share resources through mergers and
forming strategic alliances. MIA could play
the role as the catalyst by providing infor-

mation and guidance to parties who wish
to pursue sharing of resources. “Hence,
MIA should take a leading role to encour-
age smaller practices to ‘merge’ with a view
to compete in the global market,” says
Liew. Reflecting on his UK experience, he
noted that calls for smaller practices to
merge or form strategic alliances worked
extremely well to attain not only a better

competitive edge but also synergy!
However, notes Nik, the key success fac-

tor would still be the resolve of practitioners
to merge or form alliances. “But it won’t be
easy for the small and smaller firms to com-
bine through smart alliances and partner-
ships,” says Abdul Samad. Requiring a para-
digm shift in mindset, Abdul Samad explains
that they must not think that their businesses
are confined to Malaysia. “They must think
local, but act global. They must follow where
their clients go. They must be business advi-
sors, and not just be accountants,” he adds.

“What is more important is for the small
and smaller practices to strengthen their
quality of practice so that they can serve their
clients better and grow at the same pace as
their clients such that their clients will not
have an excuse to move to big firms on ac-

count of these firms not having their service
expectations met,” explains Abdul Samad.

While audit, taxation, accounting and sec-
retarial practice remain the core services
among firms, the way forward is for them to
identify and pursue certain niche services
that are better appreciated by the clients and
more relevant in assisting clients to expand
and prosper. As the firms have an interest in
the continued success of their clients and
often grow with them, accountants have to
be seen by the clients as their key business
advisors. To be able to do this, firms have to
offer services over and above the core serv-
ices traditionally associated with accounting
firms at globally accepted quality standards.

In today’s marketplace, technology is in-
strumental in enhancing efficiency and ef-
fectiveness. Since technology continues to
be an emerging industry that offers the best
growth rates, a niche exists for accountants
who want to evolve in tandem with the move
towards a knowledge-based economy (K-
economy). Tan Boen Eng, President of the
Institute of Certified Public Accountants of
Singapore (ICPAS) was recently quoted as
saying :  “In a K-economy, intellectual capi-
tal will become one of the most important
intangible assets of companies, in particu-
lar knowledge-based companies.”

Clearly, a niche exists for consultation
and implementation services of business
software for existing accountants, and their
role would be to help companies navigate
and manage change in the K-economy. At
the National Accountants’ Conference 2001
held in Kuala Lumpur recently, Malaysian
Communications and Multimedia Commis-
sion (CMC) member Datuk Zainal Abidin
Putih said that accountants were increas-
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sues above through its continuous educa-
tion efforts and would have to issue more
guides on best practices that firms should
use as a benchmark,” notes Nik.

MIA could assist in the export of serv-
ices of practising firms. Firms with no ex-
isting regional and international limitations
in their area of service may have better
opportunities to gain from liberalisation.
The challenges for these firms are of
course to master and address the issues of
how they could offer their services abroad.

MIA is involved with the National Cen-
tre for Export of Professional Services and
together with other professional bodies in
Malaysia, MIA would participate and hope-
fully take the lead in formulating the
mechanism to facilitate Malaysian profes-

ingly expected to play a vital role to help
companies adjust to changes brought
about by rapid technological advance-
ments. “The traditional roles of account-
ants are changing from traditional ac-
counts-keeping functions into helping navi-
gate companies through these changes,”
he said. To accountants, knowing the tech-
nology in combination with their profi-
ciency in accounting can be a powerful tool,
allowing them to leverage their newly-
found skills to as many clients as they want.

Hence, it is critical for MIA to explore ways
of getting firms to have faster access to tech-
nology at an affordable cost. “We may have
to work together with technology companies
in achieving this objective and the number
of MIA members could be leveraged on as it

cal accountants, the consequences of not
having such formal training — their lack of
competitive edge etc, he says. A solution, he
says is to make it a compulsory training pro-
gramme that forms part of their CPD points
and it must begin with immediate effect.
“From my experience with local accountants,
they are generally not “proactive” but rather
“reactive”. They have the tendency to “react”
to a situation rather then “respond” to it and
where possible, ahead of it,” he says.

Of course there would be a group of prac-
tising accountants who may want to keep on
providing services as they were decades ago
and expect clients to adjust their expectations
based on the services offered by the firm
rather than the firm adjusting their services
to meet the expectations of their clients.
These local accountants would continue to
service the local clients but will not be able
to compete for foreign clients due to their
lack of international exposure and training.
Foreign accountancy firms would ‘monopo-
lise’ this area of the industry and “ultimately,
many of these smaller local firms would even-
tually evaporate,” predicts Liew.

One glaring issue that needs to be ad-
dressed in the light of globalisation is recog-
nition. While we recognise foreign account-
ing accreditation, most foreign companies do
not recognise local accreditation. “Foreign
accounting accreditation carries greater
weight as their syllabus places greater em-
phasis on international rules and regulations
whereas local accounting accreditation car-
ries mainly local rules and regulations. Our
local qualification is too restrictive as far as
‘areas’ of study is concerned,” explains Liew.

Hence, MIA should incorporate a wider
syllabus in order to make local accountants
more aware of international requirements.
Another way is to encourage local account-
ing students to opt for overseas training for
a limited period of time to broaden their
horizon.

The WTO and AFAS (Asean Framework
Agreement on Services) service liberalisa-
tion provides Mutual Recognition Agree-
ment (MRA) as the mechanism for coun-
tries to award recognition to professionals
from other countries. “MIA’s stand is very
clear; the foreign practitioner must be in
practice in person and be subjected to all
rules and regulations similar to those appli-
cable to our own citizens for the purpose of

L O C A L  I N D U S T RY  &  G L O B A L I S AT I O N
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provides an enticing market base for tech-
nology companies,” says Nik. Enhanced edu-
cation efforts in this area is also important
to ensure awareness and understanding of
technology is pervasive among MIA mem-
bers particularly those in public practice.

Another area that MIA could help is to
enhance the quality of services offered by
members in public practice. A more open
economy would offer better opportunities
for those who are able to provide high qual-
ity services at reasonable costs compared
to competitors.

To realise this, quality needs to be en-
hanced in a number of areas by firms, such
as knowledge management and dissemina-
tion among partners and staff; engagement
and workflow management; staff compe-
tency enhancement; and continuous re-
view and application of professional stand-
ards adopted and applied by firms. “MIA
would continue to address some of the is-

sionals who wish to be regional or global
service providers. As other professionals
move out and offer their services overseas,
they would definitely require services of-
fered by accountants and here opportuni-
ties for members would be available. “The
challenge to MIA is how it could dissemi-
nate and transfer information and guidance
from the Centre at a faster rate to our mem-
bers who are interested,” says Nik.

Despite the obvious advantages accruing
to globalisation, there are pitfalls to look out
for. Complacency is one, notes Nik. “Some
may feel it would not have an effect on their
practice and may not appreciate the fact that
liberalisation and globalisation would have
a direct effect on their clients’ expectations
and needs,” he adds.

There is also a resistance to change men-
tality, notes Liew, as many local accountants
are reluctant to heed such calls for formal
training. MIA must make it known to all lo-

“We may have to work
together with techno-

logy companies in
achieving this objective
and the number of MIA

members could be
leveraged on as it

provides an enticing
market base for technol-

ogy companies,”
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consumer prudence. Of course before we
grant recognition to other bodies (unless
they have been unilaterally recognised by
us) we would require recognition to be ex-
tended by them to our members,” says Nik.

For foreign accountants to practise in
Malaysia, they must be MIA members. This
means that they must either be a member
of one of the scheduled bodies as per Part
2 of Schedule 1 of the Accountants Act, as
amended, or an accounting graduate from
one of a public Institution of Higher Learn-
ing. In addition, they must be residents. If
they wish to practise the regulated part of
the industry they must pass the audit li-
cence interview with the Treasury.

Globalisation has its inherent advantages
but there are also difficulties that the local
accounting fraternity will have to surmount
before savouring the fruits of trade liber-
alisation. Before taking par t in
globalisation, an accountant must adopt
and practice “global best practices”. As an
example, the International Federation of
Accountants (IFAC) through the Forum of
Firms (FOF) allows only the members of
FOF to audit transnational companies. For
a firm to be a member, it must allow its
quality assurance system to be audited.
“Whether we like it or not, more focus
would be given to quality issues in the fu-
ture and we have to enhance our efforts in
ensuring practitioners in Malaysia main-
tain a respected quality standard the
soonest possible,” notes Nik.

To mitigate some of the difficulties faced
by local accounting firms against the back-
drop of liberalisation, Nik says MIA should
provide more guidance in areas of techni-
cal and practice management. “The secre-
tariat would also be revamped so that it
would be more effective and efficient in pro-
viding services to members. With technol-
ogy, I am confident MIA would be able to
enhance its communication with members
and reduce the time to transfer information
and knowledge to members,” he concludes.

Globalisation will rear its head come
2006, whether we like it or not. There will
be shakeouts in the accounting industry
eventually. Unless local practitioners take
heed and prepare for the globalisation
eventuality, they will find themselves side-
lined losing to firms, willing to learn and
respond to change. AN

“Bogus

accountants”
There are bogus policemen, bogus doctors, bogus lawyers and

now there are bogus accountants!

C O V E R
A C C O U N TA N T S

A
bogus accountant is a person
who deceives the public into
believing he is entitled to prac-
  tice as an accountant whereas

he is not entitled to do so legally.
The Accountants Act prohibits any per-

son from calling himself an accountant un-
less he is a member of the Malaysia Insti-
tute of Accountants (MIA). Bogus account-
ants are not properly trained to provide
statutory audit and other services and com-
panies engaging them may end up suffer-
ing losses due to their lack of knowledge.

The law clearly states that only approved
company auditors, who must be
members of MIA, can offer au-
diting services. In areas of sec-
retarial and tax ser-vices, non-
members of MIA who are sepa-
rately licensed by the authorities
are also allowed to practice.
When these non-MIA practition-
ers start to encroach into audit-
ing, then they create problems
for licensed practitioners. This
problem is more rampant in the
small to medium-sized accounting firms.

Admitting that the problem of bogus ac-
countants is not new, Abdul Samad Hj
Alias, the President of MIA says the issue
has been around for quite a long time. At-
tributing the blame squarely on the small
practitioners themselves, he says they are
the ones who fail to maintain standards and
who fail to observe ethical and generally
accepted minimum auditing standards.

“This is where MIA is going to put its
emphasis in the future, to ensure that the
minimum standards of practice is estab-
lished first, before we even talk about main-
taining it. This will ensure that if you want

to be in practice, you better be
serious about it,” he warns.

Agrees Nik Mohd Hasyudeen,
the Executive Chairman of
Khairuddin, Hasyudeen & Razi,
who stressed that MIA members
are expected to hold a high level
of integrity and objectivity
whereas the bogus accountant is
only interested in making money.
Moreover, he says companies
may have difficulties in seeking

redress against the bogus accountant

1967

AKAUNTAN MALAYSIAINSTITUT

Malaysian Institute
of Accountants

(Established under the
Accountants Act, 1967)
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should there be any negligence on their
part.

According to Raymond Liew of Raymond
Liew & Associates, many bogus account-
ants are placing unnecessary pressure on
genuine and professional accountants in
their quest for quality and professional
work. “These bogus accountants would al-
ways quote a ridiculous fee structure to
clients and in return engage a ‘qualified’
accountant to sign the report,” he says
bluntly.

MIA members may add value to the com-
panies through other services and advice
as they have undergone proper training
and obtained adequate experience before
being allowed to practice. Furthermore,
MIA members are required to continu-
ously upgrade and enhance their profes-

sionalism through the Continuing Profes-
sional Development (CPD) courses. The
opportunity to be properly advised and
guided would be missed if a bogus account-
ant were engaged, observes Nik.

A serious repercussion when compa-
nies employ bogus accountants is the
preparation of erroneous repor ts and
badly prepared accounts. “Bad advice
leads to unnecessary penalties for com-
panies such as  the omission of Withhold-
ing Tax (WHT) implications where local
companies deal with payments to foreign
companies,” says Liew citing a typical ex-
ample.

“To eradicate this problem is not easy,”
Nik notes. Bogus accountants, especially
those providing auditing services, could
not be operating without the co-operation
of MIA members who are not concerned

with the quality of their services. “Some-
body has to sign the accounts audited by
the bogus accountant,” he says.

Genuine accountants and firms should
lodge a formal report to both MIA and the

authorities and appropriate immediate ac-
tion must be taken. To those firms which
are linked to these bogus accountants,
they should be issued written warnings if
they continue to do so, “MIA should take
the necessary steps and if proven, have
them removed from the register,” sug-
gests Liew.

He says once the bogus accountants are
identified, the tax authorities should be in-
formed to check on their accounts disclo-
sure. Formal notice should be issued for
their immediate cessation of practice and
where necessary the police should be in-
volved to prevent them from continuing
with such malpractice.

“One way to counter this problem is to
introduce practice review. With practice re-
view,” explains Nik, “MIA would have the
opportunity to understand how members

A C C O U N TA N T S
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maintain the quality of their work and we
believe the chances of working with bogus
accountants would be limited to the mini-
mum.”

Apart from addressing the issue of bo-
gus accountants, practice review would en-
able members to discharge their duties ef-
fectively without being worried as to
whether they may lose clients to competi-
tors who are willing to compromise pro-
fessional standards. “We also believe
through practice review, members would
be serious in charging fees and problems
of undercutting among firms could be mini-
mised,” he says.

MIA has also abolished exemptions of
branches operating without the presence
of MIA members. Nik believes this is a way
to stop bogus accountants from camouflag-

ing their operations as a branch of a mem-
ber firms.

Communication programmes is another
tool MIA is utilising to increase awareness
of the problem. “This was decided upon at
MIA’s recently concluded Strategic
Visioning Workshop as one way to enhance
the profile and status of MIA members in
the eyes of the public. We believe the pub-
lic would not be misled with the claims and
enticement of the bogus accountant,” he
says.

“It takes two hands to clap. There is al-
ways willing buyers and sellers. So long
as companies think they can make signifi-
cant savings through employment of bo-
gus accountants and if there are account-
ing firms willing to compromise their in-
tegrity, the problem will remain unre-
solved,” says Nik.

“ … once the bogus accountants are

identified, the tax authorities

should be informed to check on

their accounts disclosure. Formal

notice should be issued for their

immediate cessation of practice and

where necessary the police should

be involved to prevent them from

continuing with such malpractice.”
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Accounting for
it challenges

Ahead

O
ne thing is sure, profes-
sional accounting associa-
tions have a long way to go
in leveraging Information

and Communications Technology in their

work. During the Business Com-
puting-BizAid Technologies-IBM
Malaysia roundtable discussion
early this month, many issues that

were brought to the table reflected an ur-
gent need for professional accounting as-
sociations to tap onto technology to deliver
better services to their respective clients,
while maintaining their competitive edge
in these trying times.

Main challenges
“The focus today is finding ways to use

technology to conduct business ef fi-
ciently,” says Halim Din, council member
of MACPA (Malaysia Association of Certi-
fied Public Accountants).

He adds that accounting bodies are pri-
marily traditional businesses, which need
to transit into the New Economy, where
knowledge and technology are pervasive

C O V E R
I T  &  A C C O U N T I N G

Business Computing-BizAid Technologies-IBM
Malaysia Roundtable Discussion

Topic :  The Role of Accounting Professional Associations
and their Members in Supporting K-economy Vision from
Technology Perspective.

Participants :  Malaysian Institute of Accountants (MIA),
Malaysia Association of Certified Public Accountants
(MACPA), and Malaysian Institute of Taxation (MIT).

Moderator :  Carol Wong, Andersen’s Director for Business
Consulting).

In their quest to embrace Information Technology,
professional accounting bodies face a slew of
challenges which must be carefully addressed for
them to be successful in the fast changing cyber
landscape. Matthew Mok and Yu Wui Wui of
Business Computing report on the roundtable
discussion co-organised by Business Computing,
BizAid Technologies Sdn Bhd and IBM Malaysia.
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factors in doing business.
“The challenge is to have the right sylla-

bus to train the members to brace the New
Economy,” Halim says. “Members must re-
alise that the key to future success lies in
their ability to grasp both accountancy and
IT skills. It is about changing one’s
mindset,” he adds.

MACPA, he informs, is currently prepar-
ing its new and existing members to grap-
ple with IT and use it confidently to serve

their clients better. “In the next six months,
MACPA will introduce a new syllabus de-
signed to meet the needs of the new busi-
ness environment, and to prepare our
members to brace the Internet as a me-
dium to do business,” Halim shares.

He also highlighted that information
sharing is not pervasive among members
for fear of losing their competitive edge.

“If they are ready to share information,
it would be a tremendous boost to mem-
bers and their clients,” says Halim.

Meanwhile, Malaysian Institute of Ac-
countants (MIA) council member, Nik
Mohd Hasyudeen Yusoff, says accounting
bodies should provide continuous oppor-
tunities for existing members to advance
themselves, such as through Continuous
Professional Development (CPD) courses.

MIA, which does not conduct examina-
tions, is working closely with Institutions
of Higher Learning to accredit degrees
from the universities to its members. “We
are equipping our members with tools and
competencies that are useful in this new
business environment,” Nik says, adding
that IT courses can be specialised to meet
different skill sets of members.

“As businesses talk about speed to mar-
ket, professional accounting bodies should
talk about having speed to transfer technol-
ogy and knowledge to members. We should
leverage on technology to do that,” says Nik,
encouraging accounting bodies to set exam-
ples to their members to use IT.

He adds that technology has not only im-
pacted all areas of business and even cre-
ated new ones, referring to Web portals as
an example. “It has changed the way busi-
ness is now being conducted. Today busi-
ness processes done electronically have
created a paperless working environment,”
he explains.

“Professional accounting bodies need to
be wary of implications, be it legal or oth-
erwise, that may arise due to these new
ways of doing things, such as how some
accounting functions are being reported.
With technology, the type of information
to evaluate businesses has also changed.
Hence, we may need to unlearn some busi-
ness practices learnt in the past to make
way for some things new.

Accountants face a real issue of having
to move away from their comfort zones and
change for the betterment of themselves,
as well as for their companies. Thus, ac-
counting bodies must prepare their mem-
bers to address the changing work climate,
especially with the onslaught of the Asean
Free Trade Area (AFTA) in 2005,” he adds.

Nik says, MIA can only facilitate member
firms to embrace IT. “At the end of the day,

it is up to their own initiative and choice if
they want to do so. As a statutory body, MIA
needs to keep encouraging its members to
move out from their comfort zones. The
awareness is there but it is up to them to
make the changes,” he continues.

From a member firms viewpoint, the

shortage of IT-savvy accountants is of ut-
most concern, says Chow Kee Kan, hon-
orary secretary of the Malaysian Institute
of Taxation (MIT).

“Most graduates these days are not able
to apply knowledge to the theories learnt in
their universities, thus they are unable to de-
liver as expected. We need to have all-round-
ers who possess both IT and accountancy
knowledge, but it is costly to train and main-
tain them,” Chow comments. “It is not cheap
to buy computers and licensed software.”

In addition, he brought up a point about
local IT vendors and their after sales sup-
port. Chow related how MIT had engaged
a vendor to create its Web site, but the ven-
dor disappeared shortly after the Web site
was completed, leaving MIT a burden to
maintain the site.

“And even after the member firms are
trained in IT, the next issue is to deal with
their clients who may not be IT-savvy as
yet,” says Carol Wong, Andersen’s Direc-
tor for Business Consulting.

She says accountants who have up-
graded their skills may not find it challeng-
ing to work in a non IT-literate company
or with “traditional clients”, as they would
not be able to apply what they have learnt.

Wong also names implementation of IT
initiatives as another key area to be con-
sidered. She says if the implementation is
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“Even after the member firms are trained in IT, the next issue is to deal

with their clients who may not be IT-savvy as yet.”

—  Carol Wong, Andersen’s Director for Business Consulting

“Members must realise that the key to future success lies in their ability

to grasp both accountancy and IT skills. It is about changing one’s

mindset,” — Halim Din, Council member of MACPA
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not well executed, IT will fail. Some IT
projects may involve legal issues like e-in-
voice that is approved by the Government,
but not recognised legally.

“So are our existing laws truly allowing
accountants to conduct business electroni-
cally?” she questions.

Also, if members decide to adopt the
shared services model which combines
technical and industry resources into one
central location, one possible problem, she
foresees, is to what extent authorities in
other countries are willing to accept the le-
gality of the documents being kept in one
place but processed elsewhere.

Possible Solutions
While the discussion voiced out many con-

cerns, it too suggested some possible solu-
tions to address the challenges. Nik says that
it is critical to address knowledge manage-
ment so as to reduce the time gap taken to
transfer knowledge to members, he adds,
saying having a knowledge bank can start
the ball rolling to e-enable accountants.

We can even consider an e-library as the
members are scattered throughout the
country. As an accounting association, MIA
can make use of technology to provide the
same level of service to all members no
matter where they are, Nik asserts.

Professional ethics and professional con-
duct are still important in the K-economy,
says Nik.

“What MIA can do is to proactively look at
laws and regulations that may hinder certain
members to progress. We need to see if the
laws are applicable with the changing times”,
he explains, by exem-
plifying that account-
ants now can advertise
their services on the
Internet due to the Act
which has lifted the
prohibition.

“Maybe there are other rules in the past
that should be constantly and proactively
looked into”.

Halim suggests stronger collaboration
among accounting bodies to avoid dupli-
cation of resources. For example, he sug-
gests shared ser vices provider (ASP)
model that consolidates technical skills and
knowledge of accounting bodies to address
the scarcity of IT personnel and reduce
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operation cost.
“As the Internet

grows, the cost of do-
ing business will go
down, so our cost to
clients should go down
as well,” Halim says.

“A meeting of minds
is most needed. Asso-
ciations can help to
gather all member
firms to share knowledge and expertise
among them to adopt IT. By doing so, you
will then have more time to focus on your
core competency which is to better serve

the clients,” he adds.
Agreeing with Halim, IBM Malaysia’s

chief financial of ficer, Joseph Tan, says
shared services can be beneficial to ac-

counting bodies.
Tan shares that

IBM also practises re-
gional accounting
within its organisa-
tion. “We pulled some
accounting functions

to one centre to share resources across
many countries. That way, we do not repli-
cate expensive infrastructure and person-
nel. Information retrieval and storing is
much faster as it is centralised. We can
have real time data in our hands and be
able to close and analyse the books in one
day,” he reveals.

Meanwhile, Victor Ooi, founder and
CEO of BizAid Technologies Sdn Bhd, says

shared ser vices
will help to save
time and money as
these costs are too
burdensome for
smaller to medium-
sized accounting
firms to bear.

This model, Ooi
says, allows mass
consumption of IT

applications at a lower cost as users rent
the service, instead of owning them. They
do not have to invest in infrastructure and
buy software, he adds.

Ooi says the Government had recog-
nised the importance of IT and had put
forth a national IT agenda (NITA) to give
incentives to the private sector community
to leverage on IT. One of the incentives is
the Demonstrator Applications Grant
Scheme (DAGS) funding which is offered
to the community to build applications for
the benefit of all.

Thus, Ooi says, professional accounting
bodies should leverage on the Govern-
ment’s effort to build a K-economy, as this
can be seen as a measure to reduce bur-
dening cost to member firms.

They must identify the needs requested
by members like information and tools,
then have a concept paper ready before
approaching the Government under the
National IT Council (NITC) for assistance.

Change management is also one area
accounting bodies have to seriously look

“Shared services can be beneficial

to accounting bodies.”

 — Joseph Tan, IBM Malaysia’s

chief financial officer

“It is highly important to adopt a

lifelong learning culture for

K-economy to materialise. Success

stories and change management

are needed to give the impetus.”

—  Victor Ooi, founder and CEO

of BizAid Technologies Sdn Bhd



Akauntan NasionalNovember/December 2001

T
he accounting profession has over
the past years been challenged to
move in tandem with technology

advancement. Victor Ooi, founder and CEO
of BizAid Technologies Sdn Bhd, comments
that with the market deregulation such as
the coming of Asean Free Trade Area
(AFTA) in 2005 and with World Trade Or-
ganisation (WTO) bringing in General
Agreement on Trade in Services (GATS), the
cross-border free flow of human capital, es-
pecially professionals, will be more prevalent.

“We can see this as a big threat, or if pro-
fessional associations can pull together
their resources now, we can capitalise on
this opportunity. Imagine if we have a good
framework and technology put up, we
could already use this as a testbed for the
professional community in Malaysia right
now,” says Ooi.

He comments that the next big wave of
trends is the convergence of technologies
of multi-disciplinary practices.

“Our experience with the Internet is still so
short a period, and we are now moving into
another phase. All these have great implica-
tions on how business is going to run and be
transacted. There are a lot of opportunities if
professionals look into it,” he explains.

He points out that opportunities account-
ants can tap into include providing integrated
services such as accounting, legal, insurance,
and financial. Although the convergence of
such multi-disciplinary services are already
in existence, Ooi says that in terms of tech-
nology it is still not happening.

“For example in a supply chain, we have
technology that enables supply chain man-
agement, but how about the service change
management system?

If Malaysia can be the forerunner in inte-
grating all these services with the help of
technology, we could revolutionise how serv-
ices are being delivered to the business com-
munity, just like how manufacturing services
are being re-engineered through the supply
chain management system,” he explains.

Halim Din, a council member of MACPA
suggests that small local accounting firms
venture into offering cross border services.
“I think for our economy we need the serv-
ice component, and accountants can explore
such areas,” says Halim, who is also the sen-
ior advisor at Cap Gemini Ernst & Young.

Two areas that he suggests are consult-
ing and tax. Halim points out that while
certain areas of accounting practices are
different in every country, consultancy is
more universal and less restrictive, thus
suitable as a cross-border service.

Nik Mohd Hasyudeen Yusoff, a council
member of MIA, adds that accounting serv-
ices is part of the Governments export ini-
tiatives.

“They have established a national cen-
tre for export services, and the idea is to
group all the professionals so that they can
move out as a group.

“And I think since it is about business
deals, accountants are a natural ingredient
that they require,” he says. MIA has al-
ready set up two IT-related task forces.

IT task forces

MIA has already set up two IT-related
task forces. According to Nik, who is also
the Executive Chairman of the chartered
accounting firm Khairuddin, Hasyudeen &
Razi, one of the task forces deals with the
internal association matters such as im-
proving member services and setting up
learning services via the Internet for Con-
tinuous Professional Development (CPD).

The other task force, the Technology
Practice Group, explores how MIA can pro-
vide information and assist its members to
roll out technology related services such
as Web Trust certification in providing as-
surance over the Internet for Web sites.

“I am sure there are a lot of new issues
related to technology that our members face
in working with their clients, so we need to
identify the skills and competencies that our
members need to move forward. We have
to work together with the CPD section at
MIA in providing the relevant courses for
members. We are already addressing some
of these issues currently,” says Nik.

He adds that the task force will help ac-
counting firms to move forward by identi-
fying services that small practitioners can
grow into without very many barriers.

“ For a start, we identify basic services
like how to evaluate technology investment
that clients of our members want to go into.
That is the kind of services that we want
to encourage and tell accountants how to
go about doing them, he says.

Moving with technology

Note :  These two articles, reprinted with per-
mission, were published in Business Comput-
ing. This special IT and business pullout comes
with the New Straits Times newspaper and it is
published every first and third Wednesday of
the month.
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into, especially among elderly members
who may often resist change, says Ooi.

The wrong mindset may impair informa-
tion technology implementation in the ac-
counting industry.

Ooi says it is highly important to adopt
a lifelong learning culture for the K-
economy to materialise. Success stories
and change management are needed to
give the impetus, says Ooi, citing DAGS
as an example.

According to him, DAGS itself is a model
for success stories as it demonstrates the
success of certain projects that needed
collaboration between communities like

professional associations and the private
sector, to work together to show to the
mass market that the projects are benefi-
cial.

On a smaller scale, for member firms to
strategically move along the line of K-
economy, there is a need to identify for-
ward-looking accountants to become “K-ac-
counting firms”.

Ooi says these forward-looking account-
ing firms should then work with New
Economy clients to create success stories
to motivate others to follow, leading to re-
alising Malaysia’s K-economy.

AN
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Introduction
Recently, Malaysian public universi-

ties have been instructed by the Educa-
tion Ministry to revert to a four-year cur-
riculum for their accountancy degree
programmes by the year 2002 (The Star,
8 June 2001). The decision was based
on a report by a committee of academi-
cians from public universities who con-
cluded that the standard of the existing
three-year accounting degree was not
satisfactory. They claimed that three
years was insufficient, especially with
the changing role of accountants in to-
day’s expanding and continuously
changing business environment and the
widespread of information technology.

Historically, when information tech-
nology was limited and accountants

provided limited scope of services,
university accounting education em-
phasised on the development and ap-
plication of accounting and auditing
knowledge (French, 2000). However,
when the basic content of university
accounting education programmes re-
mained relatively unchanged and did
not keep pace with the changing busi-
ness environment, it was criticised for
being too technical and failing to de-
velop non-technical skills in a diverse
breath of knowledge beyond account-
ing to meet the competencies required
by the business community.

The changing role of accountants
which has shifted from traditional func-
tions of stewardship to broader and
more specialised aspects of reporting
and increasing management responsi-
bilities requires ‘well-rounded’ capabili-
ties from graduates to handle the chal-

By Rosiatimah Mohd Isa & Intan Marzita Said
LECTURERS, UITM ARAU CAMPUS, PERLIS

Accounting in the new millennium faces sig-
nificant challenges in a complex and continu-
ously changing business environment, with
the widespread use of information technol-
ogy. The biggest challenge for accounting
education is to continually hold high expec-
tations to produce and supply, capable and
competent accounting graduates who meet
the demands of those who employ them. This
paper discusses three key issues faced by ac-
counting education to meet 21st century chal-
lenges :  attracting high-qualified entrant stu-
dents to the accounting programme, imple-
menting changes in accounting curriculum
and improving instruction methods.
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lenging tasks and to uphold the prestige of
the profession. Today’s accountants do not
only need to be technically proficient but
they are also expected to understand the
principles and practices of managing indus-
trial and commercial enterprises, assess fi-
nancial implications and effects of manage-
ment decisions, participate in planning, de-
signing, implementing, diagnosing and
monitoring systems, control of operations
and performance of organisations.

With pronounced changes in the com-
plexity and diversity of business practices
and financial arrangements, the increased
importance of the service industry, contin-
ued advancement in computer related de-
velopment in communication and informa-
tion processing technology, and the inten-
sity of globalisation taking place, account-
ing education is faced with the monumen-
tal challenge of continually meeting high ex-
pectations to equip, produce and supply ac-
counting graduates who possess competen-
cies required by those who employ them in
an increasingly competitive environment.

Challenges in
Accounting Education

The present development of the business
scene suggests that accounting education
must shift from being a ‘supply-driven’ to
‘demand-driven’ approach (Choi Frederick,
1993). This is because the end users of prod-
ucts from the accounting faculty are the
firms who employ the trained graduates to
meet the existing professional needs.

The trend toward an expanding account-
ing profession raises a number of signifi-
cant issues for accounting education. In
order to meet the challenges of the 21st cen-
tury, accounting education will need to be
ready to make changes to its approach in
several key areas. This paper will discuss
some of the issues faced by accounting
educators and professionals in order to
produce the high quality accounting gradu-

ates. The issues are :

� Attracting high-qualified entrant stu-
dents to the accounting programme;

� Implementing changes in the accounting
curriculum; and

� Improving instruction methods.

The Best and the Brightest
For decades the accounting profession

has enjoyed high prestige within the glo-
bal business community. As a result, ac-
cording to US literature, accounting pro-
grammes enjoyed a reputation among stu-
dents (Previts & Merino, 1979) and at-
tracted many of the best students in col-
leges of business (Langenderfer, 1987).
Nelson (1995) concluded that the emerg-
ing well-qualified graduates may have been
due more to the calibre of the students than
to the curriculum.

However, this scenario did not hold for
very long. According to Collin (1987) there
is a growing concern that accounting pro-
grammes are no longer attracting the ‘best
and brightest’ undergraduate students.
Nelson (1989) and Beaver (1992) observed
that the best students were opting for other
disciplines. The declining interest from the
‘best and the brightest’ resulted in declin-
ing quality graduates.

Views about the decline of recent account-
ing graduates have given Malaysian higher
education an extra burden to produce qual-
ity graduates who match the needs of em-
ployers and the profession. What could be
done to attract the brightest students into
the accounting programmes? One of the
ways is through inducements or rewards.

Now that a degree in accountancy will
take a longer period to complete, we must
increase the rewards to attract ‘the best and
the brightest’ candidates into accounting
programmes. Scholarships, educational
loans, and internship allowances are among
the essential things to offer as inducements.

These inducements are to minimise the
impact of extended time spent by students
and the opportunity costs they incur by pur-
suing an accounting programme.

Job opportunities and expected salaries
have always been major determinants in de-
ciding which career path to pursue. The avail-
ability of entry-level accounting positions that
offer attractive salaries is another reward to
be provided to students who have chosen the
accounting programme as their option. To
ensure graduates are given competitive sala-
ries, universities must be able to produce
students who excel academically and also
exhibit competencies in performing the job.

Another long-term and continuous effort
that can be done to recruit the brightest stu-
dents into accounting programmes is
through the collaboration between educa-
tors in secondary schools and higher edu-
cation together with accounting profession-
als. These three parties need to develop a
dynamic partnership to support students
who show an interest in accounting. Identi-
fication of these students can begin with the
high school teachers and counsellors. Fol-
low-up contacts can be made by accounting
educators from universities and profession-
als to promote the accounting profession.
To attract students into accounting pro-
grammes, it is important to continually im-
press them with the opportunities offered
by the profession. In addition, accounting
firms need to devote significant resources
to market aggressively the attractiveness of
the accounting career. And thus, this active
participation of the accounting profession-
als in the recruitment of prospective stu-
dents would seem to be an essential collabo-
ration to address the declining quality of ac-
counting graduates.

Undergraduate
Accounting Curriculum

Students entering undergraduate ac-
counting programmes should possess cer-
tain intellectual abilities and certain values
that contribute to their success in their for-
mal education and professional careers.
Today’s accountant and the accountant of
the future must be persons of broad edu-
cational background. This has been the re-
quirement by the users of our services —
the industry and business.

University accounting programmes that
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“Today’s accountants do not only need to be technically proficient

but they are also expected to understand the principles and practices

of managing industrial and commercial enterprises, assess financial

implications and effects of management decisions, participate in

planning, designing, implementing, diagnosing and monitoring

systems, control of operations and performance of organisations.”
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are technically-oriented have been criti-
cised for producing accounting graduates
who lack non-technical skills and knowl-
edge. These skills are developed not
through specialised or technical training
but through breadth of education and
depth of learning (Nelson, 1995).

On the local scene, Susan Tho & Ho
(1992) revealed that Malaysian accounting
education programmes at universities were
viewed inadequate to meet the needs of the
expanding profession. They concluded that
the allocation of a greater portion of the
curriculum content needs to be given to
information technology, management, hu-
man relations and communication. Gradu-
ates have to be exposed to a broad-based
education to prepare them for
career advancements up the
management hierarchy. Noor
Azizi et al. (2001) came to the
same conclusion that higher
education institutions in Malay-
sia do not seem to adequately
prepare their graduates with
the skills needed by employers.

What are the non-technical
skills required from our gradu-
ates? Levenburg (1996) in his re-
search found out that the non-
technical skills requirement are
problem analysis skills, oral and
written communication, team-
work, honesty and integrity, de-
cision-making skills, reliability, self-initiative,
computer skills and leadership skills. Acqui-
sition of the above skills can be developed
from competency-based education. This ap-
proach focuses on the systematic develop-
ment and assessment of mastering a desired
set of skills throughout the educational proc-
ess (French, 2000). It contrasts with our cur-
rent educational process, which focuses on
the acquisition of knowledge and decision-
solving skills with little assessment of the
mastery of non-technical skills. However,
both educators and practitioners find diffi-
culty in assessing the non-technical skills ef-
fectively. But this should not stop us from
continuing to develop these capabilities.

Accounting faculties must be willing to
restructure their curricula to integrate vari-
ous departmental disciplines to create
‘well-rounded’ accounting graduates.
Courses of accounting, marketing, finance,

be sought as it is a real challenge to all.
Computer literacy has become one of the

essential ingredients for the employability of
accounting graduates in the 21st century en-
vironment. Therefore, Malaysian public uni-
versities should intensively incorporate com-
puter technology-based courses into their ac-
counting curricula at various levels. At intro-
ductory level, a formal course in basic com-
puter science would be needed to assist stu-
dents acquiring the appropriate knowledge
and skills relevant to understanding the role
of IT in business (Arfah Salleh, 2001). Later,
specialised and sophisticated application of
packages should be integrated into special-
ised courses such as Financial Accounting,
Management Accounting and Auditing. The

coverage may include the devel-
opment and use of information
in business operations.

In the educational process of
accountants, the ethical dimen-
sion of the accounting profes-
sion should be exposed to stu-
dents for the development of
high moral values as expected
by society. According to Touche
Ross (1988) quoted from Susan
Tho (1993), accountancy is per-
ceived as a profession for which
society holds an ethical expec-
tation above the norm. For
every decision made by the ac-
countant, ethical considerations

will be an essential part. In order to instil a
lasting effect on accounting students, Susan
Tho (1993) suggests that the inclusion of
ethics into numerous courses is better than
in one special course by itself. Therefore,
current accounting programmes would
need to emphasise more on social respon-
sibility and ethics in an integrated approach.

Developing relevant skills away from a
purely academic setting can be provided by
internship or industrial attachment.
Through internship, students can learn by
doing and gain valuable working experience
to develop interests and to build up confi-
dence to face the real demanding working
world. Barnett (1994) argues that :

No longer are the pools of knowledge
and expertise acquired in initial education
sufficient for the new order. What is now
required is the ability to put knowledge and
expertise to use in unfamiliar circum-

E D U C AT I O N
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IT, management and others should not be
taught as separate and distinct subjects.
They should be linked to one another.
Some universities in the US are develop-
ing the team-taught approach to teach a
course where lecturers from each disci-
pline are present in the same class. As a
result, the learning is not only between the
students but also the faculty as well.

The same thing applies to accounting
courses. The distinction between financial
accounting, management accounting, taxa-
tion and auditing is no longer meaningful
for the current environment. These
courses need to be better integrated and
not taught in a piece-meal approach. As an
example, when one is teaching a notion of

activity-based costing (ABC) for manage-
ment decisions, one should probe the im-
pact of this costing method on external
reporting, taxation, and auditing simulta-
neously (Choi Frederick, 1993).

Strong communication skills is another
core competency that accounting graduates
must possess. The ability to write and speak
effectively especially in English is essential.
Most of the accounting courses offer an op-
portunity to develop communication skills
by incorporating case studies, presentation
and report writing. Despite the opportunity
given, it seems that our graduates still fail
to master this particular skill at an expected
level of proficiency. A research conducted
by Rosmawati (2000) reveals that one of the
worst prepared skills among accounting
graduates is English, written and oral com-
munication. An immediate call to find ways
to improve communication skills needs to
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stances … flexibility, communication skills
and teamwork … industry looks for indi-
viduals to be able to operate on their knowl-
edge and deploy these operational capaci-
ties in the world of work.

Realising the importance of industrial
training, all public universities in Malaysia
will make three-month industrial attachment
mandatory for all accounting graduates start-
ing next year. The success of this proposed
change will lie with the establishment of qual-
ity partnership arrangements between the
universities, accounting firms and industry.

Instruction Methods
In the educational process, student

learning and development of professional
capabilities would be the highest priority.
It is the responsibility of educators to bet-
ter understand students’ learning styles,
ways to motivate them to work and excite
them about learning. Therefore, faculties
must be more willing to tailor teaching
methods to the needs of the students.

In the past, educators typically used class-
room lectures to transmit knowledge to stu-
dents that led to a rigid learning atmosphere.
As the ultimate consumers of our product,
employers who hire accounting graduates
seek broad knowledge and multiple skills in
our students. The mode of delivery has to
be changed to cater to this need. In order to
do so, accounting faculties will have to con-
duct more intensive training in instructional
delivery (i.e. pedagogy) to develop more var-
ied teaching approaches.

Moving towards a more effective learning
environment, students are encouraged to be
active independent learners, problem solv-
ers, and critical analysers rather than passive
recipients of information. These qualities in-
stilled by educators lead to accepting a
greater responsibility on the part of the stu-
dents to complete their educational process.
Therefore, delivery of courses will have to
be modified with more problem-based learn-
ing and case analyses. Students would be re-
quired to make presentations and be active
in class discussions. If we were to develop
IT skills in accounting graduates, the need
to utilise and incorporate technology into
course delivery is a must. Multiple delivery
modes must emerge, as there is a clear need
for students to be technologically proficient.

Given the technology advancements that

will undoubtedly take place, there will be a
number of accounting courses offered on the
web that provide considerable convenience
and flexibility (Hargadon, 2000). This new
technology will promote a move from a
teacher-centred to learner-centred process
(Malaysian Business, 2001) and enhance bet-
ter communication and interpersonal skills.
However, this approach requires discipline
and commitment to study and learn inde-
pendently. On the part of the educators, they
have to learn new skills to deliver their
courses flexibly. Teaching skills such as the
ability to operate video-conferencing technol-
ogy and mediate online discussions are
needed. The development of new skills, ex-
tra time for online teaching, lack of model of
workload measurement and lack of under-
standing flexible delivery are some of the
issues to be tackled by the accounting facul-
ties to implement effective on-line teaching.

Accounting practitioners will also be
needed to participate actively in creating in-
novative learning activities. The practition-
ers may be invited to be guest speakers and
conduct team teaching. Through this collabo-
ration, students’ educational experiences
may increase by utilising the significant ex-
pertise of practitioners, using real world train-
ing materials, and even periodically holding
classes on company’s facilities. This type of
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joint venture leads to an enriched learning
experience for students and retains the
brightest in the accounting profession.

Conclusion
As the role and expectation for tomor-

row’s accountants continue to expand,
higher education must aggressively re-
spond to the demand to produce capable
and competent accounting graduates, who
possess both technical and non-technical
skills that match employers’ needs. Ac-
counting programmes that do not recog-
nise the need for the change may be pe-
nalised by the employers who can reward
the programmes that they perceive to be
more successful than others through job
recruitment and selection policy.

Accounting academics cannot work sin-
gle-handedly. They need to work closely
with the professionals if they are to meet
the challenges of the millennium. There-
fore the establishment of quality partner-
ship agreements with accounting firms
would be necessary to flourish accounting
programmes to provide the relevant infor-
mation to  meet the dynamic demands of
the accounting profession. Both, educators
and practitioners have a shared responsi-
bility to retain and gain more respect for
the profession. AN
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statement of

internal control

What Must You Really Do?

B U S I N E S S / A C C O U N T I N G
I N T E R N A L  C O N T R O L

E
ffective from 1 January 2002, all
public companies are required
to make an Internal Control
Statement (“the Statement”).

In making the Statement, a public-listed
company should be guided by the State-
ment on Internal Control :  Guidance for
Directors of Public-Listed Companies (“the
Guidance”), which is issued by the Kuala
Lumpur Stock Exchange (KLSE) Task
Force on Internal Control.

The Guidance is issued to assist the
Board of public-listed companies on how
to make the Statement in order to address
the principle and best practices of the
Malaysian Code on Corporate Governance
(‘the Code”) on it’s responsibilities on :

� Maintaining a sound system of internal
control to safeguard shareholders’ in-
vestment and company’s assets;

� Identifying principal risks and ensure the
implementation of appropriate systems
to manage risks; and

� Reviewing the adequacy and the integ-
rity of the company’s internal control
system and management information
system, including systems for compli-
ance with applicable laws, rules direc-
tives and guidelines.

Overview of the Guidance
Though the Guidance is to assist the Board

on how to make the Statement, discussion
on control, risk and audit is imperative.

The Guidance highlights that the Board,
as a whole is responsible in setting appropri-
ate policies on internal control; and review-
ing and seeking regular assurance on the

state of the internal control. Therefore, it is
clear that neither an audit committee nor any
board committee are solely responsible for
the integrity of the system of the internal
control, even though the Board may chose
to delegate such responsibility usually.

Nevertheless, to implement and obtain
assurance on the systems of internal con-
trol, the Board relies on the management
to do so and hence making the manage-
ment accountable.

There is no approved standard template
of the Statement. The rationale is, it is just
simply not possible to come up with a
standard disclosure statement, as all com-
panies have their unique way of managing.

Prior to making the Statement, the Board
should consider :

� The company’s risks profile and the com-
pany’s ability to respond to these
changes;

� The scope and quality of the manage-
ment, on-going monitoring and system
of internal control;

� Whether the extent and frequency of the
communication of the results of the
monitoring enable the Board to build cu-
mulative assessment of the state of the
control;

� Incidents of control failure and its con-
sequences; and

� The state of the public reporting proc-
esses.

The Minimum Requirement
Other than making the Statement in an-

nual reports of public-listed companies,
there is no clear definition of what public
listed companies should do to form a ba-
sis for the Statement. However, in a broad
term, a company can approach the State-
ment in three perspectives :

To adopt a risk driven approach in es-
tablishing the system of internal con-
trol;

To perform on-going reviews and as-
sessment on the risks and the effective-
ness of the system of internal control;
and

To make the risk management and con-
trol part of the business culture.

By Chong Kian Soon

If you are preparing your company to meet the requirement to
produce a Statement on Internal Control (“the Statement”), then
this article will come in handy. It is an extract of a workshop
presented by the author for the Institute of Internal Auditors
Malaysia and CPA Australia.
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“Risk management is a matter

of preparation, experience, skill

and personalities.  Effective risk

management depends on the

availability and accuracy of real

time information plus the speed

 in resolving issues.”
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The Adoption of a Risk Driven
Approach in Establishing the
System of Internal Control

To establish a risk driven internal control
system, one should be clear of what are the
organisation’s objectives. These can be short,
medium or long-term. Ask what are the risks
associated with each of these objectives. A
control is risk driven, if it addresses the risks
facing an organisation in meeting its objec-
tives. Therefore, to establish a risk driven
system of internal control you need to link
the objective, risk and control.

Of cause controls are not fail safe. There-
fore, no matter how good your control is,
it will not be able to address human error,
management overrides of control and poor
judgment in decision-making.

Risk Management
We all face risk everyday and we overcome

it either consciously
or unconsciously.
Risk management is
a matter of prepara-
tion, experience,
skill and personali-
ties. Effective risk
management de-
pends on the avail-
ability and accuracy
of real-time informa-
tion plus the speed
in resolving issues.
Because risk is
never predictable
with certainty, we
must have a strat-
egy to address a possible event from both
favourable and unfavourable perspectives.

To put our thoughts on risk management
into a structured method, we can break it
up it into a series of activities as depicted
in the diagram.

Some of the key issues in risk manage-
ment framework are discussed as follows :

Identifying & Measuring Risks
Identifying risks is one of the most im-

portant activities in risk management.
Without knowing the risks, we would not
know what action to take.

There are a few common methods to
identify risks. These methods are :

� SWOT analysis.

� PEST analysis.

� Reliance Model.

� Michael Porter’s five forces.

All these methods can be mixed and
used simultaneously.

Measuring risk has never been easy and
scientific ways of measuring risks may in-
clude actuarial science computation and
calculation of Beta factor.

However, there is a simple way of measur-
ing risk based on two common sense param-
eters, i.e. the likelihood and impact of the

consequences. The magnitude of these
measurements can be profiled on a number
of scales such as two by two, three by three,
or even five by five. These entire scales are
acceptable and depend on the level of detail
an individual wants to analyse his or her risks.

Perform On-Going Reviews and
Assessment of Risks and

Effectiveness of the
System of Internal Control

This is an area where most of the organi-
sation would already have the system in
place. Common forms of on-going review
and assessment are reviews of budget and
variances reports; ISO inspection reports;
internal audit reports, and external audi-

tors’ management letter.
Though we may be familiar with these

modes of on-going review and assessment,
the Board should evaluate :

Has the on-going reviews and assess-
ment mechanism kept in pace with the
changes of its’ operations?

Is the level of detail of the information
required for its decision-making and
monitoring of the risk and control rel-
evant, sufficient, adequate and timely?

In this case, the Chairman with the as-
sistance of Chief Executive Officer, Com-
pany Secretary and Internal Auditor, would
have an important role to play in collating
the information needed for the Board to per-
form such assessment at the Board level.

The Board should receive information
that is not just historical or bottom-line
and financial oriented but information that

goes beyond as-
sessing the quanti-
tative performance
of the company. In
this respect, the
Chairman has pri-
mary responsibil-
ity for organising
information neces-
sary for the Board
to deal with the
agenda and for pro-
viding this infor-
mation to directors
on a timely basis.

Making Risk Management and
Control Part of Business Culture

Putting in internal control and risk man-
agement systems is purely a matter of
form. But making risk management and
control part of the business culture will
transform the form into substance.

There is no fixed order of whether an
organisation should first put in the risk
management and internal control frame-
work or inculcate the proper risk culture
in the organisation and in the people.

Making risk management and control
part of the business process is definitely an
on going and long-term process. It is also a
painful process because it requires change
of mindset from all levels of management

1
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Objectives

Identify Risks

Measure & Prioritise

Decide Strategy

Build Framework

Process Control 

Measure
& Assess

Fine
Tuning

Identifying Risks :

a.  Methods e.g. SWOT, PEST, Dependency
     Model, 5 Forces

b.  Modes: Workshop, interview, survey,
     management report, checklist.

Measurement & Prioritisation of Risks : 
2X2, 3X3, 5X5.

Strategy Options :  Accept, transfer,
eliminate, insuring, control & sharing.     

Risk Management Approach

“Because risk is never
predictable with certainty,
therefore we must have a

strategy to address a possible
event from both favorable and

unfavorable perspectives.”
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and staff, and is best achieved through an
implementation of a strategic plan. Such a
strategic plan cannot be confined to top man-
agement only. Instead it should also involve
all levels of staff and ideally to include exter-
nal business partners, such as government,
bankers, suppliers and customers.

Internal Audit Function :
Is It A Must?

Some public-listed companies may have
the impression that an internal audit func-
tion is required under the KLSE Listing Rules
and by putting in an internal audit function
they would have met the requirements in
making the statement on internal control.

So far there is no provision in any form in
the KLSE Listing Rule, which requires pub-
lic-listed companies to establish an internal
audit function. Instead, the listing rules and
the code state that audit committees should
disclose the alternative means they use to
obtain the assurance of regular review and/
or appraisal should the company not have
an internal audit function in place. Para. 54
of the Guidance, states further that such rea-
son for not putting the internal audit func-
tion in place should also be disclosed in the
annual report.

If we were to examine these provisions,
we will note that the key words here are regu-
lar review and assurance. Therefore, if a
Board is able to explain how they can per-
form regular reviews and obtain assurance
without an internal audit function, then they
may not need an internal audit function. Ed-
inburgh Oil & Gas, a company listed on the
London Stock Exchange, is one example.
They explained in their annual report the
reason for having an internal audit function.

The key factors the Board should con-
sider in using alternative means of obtain-
ing assurance are :

� Whether such regular review and assur-
ance it obtains are objective; and

� What are the stakeholders’ perceptions
on the alternative means used by the
Board?

Some of the alternative means, which
can be used, are peer reviews and control
self-assessment.

However, I need to qualify myself that I
am not encouraging the Board of public-
listed companies to not establish an internal

audit function. There are advantages an in-
ternal audit function can bring to an organi-
sation and their roles in the corporate gov-
ernance, risk management and internal con-
trol are substantial. You should also note that
according to the 1998 Survey on Corporate
Governance conducted jointly by KLSE and
PricewaterhouseCoopers, in making the in-
vestment decision, institutional investors do
consider the existence of an internal audit
function in an organisation.

The Role of the Internal Auditor
in the Statement

Though Internal Auditors have a great
role to play in corporate governance, risk
management and internal control, their
role in the Statement is rather ambiguous.
Some organisations may favour the inter-
nal auditor to remain in their primary role
of providing an independent assurance and
others may want them to be more active
and participate in risk management includ-
ing drafting of the Statement.

We understand it is expected that the
Institute of Internal Auditors Malaysia will
issue a guideline on the internal audit func-
tion for directors of public-listed compa-
nies. Hopefully this guideline will clarify
the dilemma faced by some of the internal
auditors in Malaysia at this stage.

Review of Statement of Internal
Control by External Auditors
This is a new area to the external audi-

tors. In accordance with the KLSE Listing
Rules Chapter 15, Para. 15.24, a listed is-
suer must ensure that the external audi-
tors review the statement of internal con-
trol and report the results thereof to the
Board.

Prima facie, such provision has ex-
panded the role of an external auditor to
not just providing true and fair view on the
financial statement as required by the Com-
panies Act.

It is learnt that the Malaysian Associa-
tion of Cer tified Public Accountants
(MACPA) will issue a guideline to the prac-
titioners to address this listing requirement
and such a guideline has yet to be issued.

The Disclosure Requirement
As mentioned in the earlier part of this

article, there is no standard template of

Statement a company needs to make and
all listed companies should follow the Prac-
tice Note No.9/2001 and the provision in
the Guidance issued by the KLSE in mak-
ing the Statement.

Some of the key disclosure items in the
Statement are as follows :

� Board should acknowledge its responsi-
bility for the system of internal control
and reviewing the adequacy and integ-
rity of such system.

� Whether there is an on-going process for
risk management and in place for the
year under review.

� Whether the Board reviews the system of
internal control regularly and such a  re-
view is in accordance with the Guidance.

� Summarise the process it has applied in
reviewing the system of internal control.

� Explain the process it has applied to deal
with material internal control aspects of
any significant problems disclosed in the
annual report.

� Disclose material joint venture and as-
sociated companies, which have not
been dealt with as part of the Group in
making the Statement.

Conclusion
The Statement on Internal Control is

certainly a fairly new area not only to Ma-
laysia but also to the world. The require-
ment on making the Statement was first
introduced in UK in September 1999 and a
grace period of a year was provided for all
the companies listed on the London Stock
Exchange to comply with it. Following that,
most of the countries in Asia have emulated
this corporate governance trend and we in
Malaysia are the pioneers in adopting such
developments.

The challenge facing us right now is not
how we are able to comply with the require-
ments, rather it is the question of how are
we able to gain the confidence of the inter-
national investors through the implemen-
tation of the Corporate Governance Frame-
work in Malaysia.

Note :  Chong Kian Soon, is a member of the
Malaysian Association of Certified Public Ac-
countants (MACPA) and a chartered member
of the Institute of Internal Auditors Malaysia
(IIAM).  Currently he is the Managing Direc-
tor of IA Capital, a business consulting firm.

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

B U S I N E S S / A C C O U N T I N G

24

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

AN



Akauntan Nasional November/December 2001

B U S I N E S S / A C C O U N T I N G
M A N AG E M E N T  AC C O U N T I N G

Introduction
Management accounting change has

become a topic to be researched by most
researchers in recent years. According to
Burns and Scapens (2000, p. 3), “…. Man-
agement accounting change has be-
come a topic of much debate in recent
years. Whether management account-
ing has not changed, has changed, or
should change, have all been dis-
cussed”

Besides much debate on this topic,
management accounting change has not
been explicitly defined by most re-
searchers. Change is a general term and
in respect of most objects, it may there-
fore address and encompass a variety
of dimensions. This is evident from the
key aspects of change which are re-
flected in the definition of the Concise
Oxford Dictionary, 10th Ed., 1999, p. 235.
This definition includes all of the follow-
ing aspects : making or becoming dif-
ferent; become new; take or use another
instead; alteration or modification of a
new experience; and the substitution of
one thing for another. These aspects rep-
resent different types of change and this
variety demonstrates that change is not
a uniform phenomenon. It can differ sig-
nificantly in its nature, importance and
implications. Due to this variability man-
agement accounting researchers can poten-
tially study very different types of changes.
It is therefore important for researchers to
be specific about the type of management
accounting change on which their work is
focused.

Various Management Accounting
Change Dimensions

Change involving minor modification of
what already exists is unlikely to have the
significance which the introduction of a

major novel management accounting sys-
tem component will have. The various di-
mensions of management accounting
change which can be applied to manage-
ment accounting are categorised in the fol-
lowing ways :

� Introduction of new techniques as re-
placements for existing ones;

� Introduction of new techniques where no
management accounting previously ex-
isted;

� Modification in the management
accounting information or outputs;

� Modification of the technical nature
of a management accounting tech-
nique or system; and

� Removal of a management account-
ing technique or system with no re-
placement.

Introduction of New
Techniques as Replacements

for Existing Ones
This relates to situations where a

management accounting use is re-
placed by a new one. A number of re-
searchers have studied change as the
progressive replacement of lots of ex-
isting management accounting sys-
tems. Foster and Ward (1994) consid-
ered that management accounting
change could be seen as a radical de-
velopment in innovation where it in-
volves novel replacement of existing
procedures. For example, the imple-
mentation of an activity-based costing
system or the introduction of a totally

new set of performance measures such as
the balanced score card could be viewed
in this way where they replace traditional
techniques. Indeed, Anderson (1995, p.1)
adopts this concept of management ac-
counting change, “An opportunity to study

MANAGEMENT

ACCOUNTING

Change Dimensions
By Suzanna Sulaiman
DEPARTMENT OF ACCOUNTING AND BUSINESS METHODS, UNIVERSITY OF EDINBURGH, SCOTLAND, UK
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the technical and organisational impact of
management accounting system changes
has emerged with companies’ adoption of
activity-based costing (ABC)”

 According to Innes and Mitchell (1990),
the shortcomings, inadequacies and de-
clining role of the traditional management
accounting techniques and approaches do
underlie the demand for replacement of
many aspects of management accounting
systems. If these deficiencies are widely
recognised and acted upon then this type
of change will be relatively common in
practice where traditional financial and cost
accounting systems do not produce the
information that managers require, new
cost management systems must be de-
signed and implemented (Miller, 1992).

Other examples of this type of change
being researched include :

� the ‘switching’ from an incremental
budgeting system to a Planning, Pro-
gramming, Budgeting System (PPBS)
(Ezzamel, 1994) by a university;

� the replacement of one conventional in-
vestment technique, Net Present Value
(NPV) with a Strategic Cost Manage-
ment approach in evaluating technology
investment opportunities (Shank, 1996);
and

� the introduction of sophisticated capital
budgeting techniques such as dis-
counted cash flow and risk analysis as
replacement of the non-discounting tech-
niques (Klamer and Walker, 1984).

Introduction of New Techniques
Where No Management

Accounting Previously Existed
This involves the extension of the man-

agement accounting system by the intro-
duction of new (to the organisation) tech-
niques. It relates to the initial development
of new management accounting and there-
fore may relate to the early stages of or-
ganisational development. Several re-
searchers have viewed management ac-
counting change as a more discrete event
by considering it to be the introduction of
a new technique or system where none
previously existed in the company or or-
ganisation. This definition has been
adopted by Vamosi (2000), in his study of
the introduction and use of new techniques

such as cost estimates for price calculation
and cashflow management in a newly pri-
vatised company. The new competitive con-
text of the firm required prompt supple-
mentation of the existing management ac-
counting. As a result of these, scientific
management (Armstrong, 1985), and simi-
lar techniques such as cost-benefit analy-
sis (Edwards and Newell, 1991) and value-
for-money (Cobb, Helliar and Innes, 1995)
were introduced. This type of novel change
can also arise from the introduction of new
managerial policies. For example, the new
management accounting supporting poli-
cies introduced by companies for cost re-
duction, cost control, production location
and product quality.

Modification in the
Management Accounting
Information or Outputs

This involves using existing manage-
ment accounting systems but amending
their information outputs. Management
accounting change can also incorporate
modification in the content or presentation
of information or outputs produced as op-
posed to changes in techniques. As noted
by Cobb, Helliar and Innes (1995), new
features in the presentation could include
key performance indicators and ratios
such as return on risk weighted capital.

While, Vaivio (1999, p. 409), highlights
the need for this change as, “It has been
claimed that financial measurements
should be complemented with ‘new’ non-
financial indicators and companies are be-
ing advised to erect multi-dimensional
measurement systems”.

According to him a company adopting a
new strategy and concept such as Total
Quality Management also requires new
measures. Further, supplement measure-
ments on productivity and performance are
also required in achieving the company’s
new manufacturing goals, (Kaplan, 1983).
These new strategies could be viewed as
revolutionising management accounting
change, as they require additional finan-
cial measures.

Revolution in management accounting
change is when regular management ac-
counting reports are modified to include a
set of systematised non-financial measures.
Similarly, in Amat, Carmona and Roberts

(1994), adopting new technologies and
making strategic changes was found to
require more non-financial information for
performance measurement and assess-
ment. Non-financial measures were previ-
ously needed, as most non-financial man-
agers poorly understood the financial fig-
ures. These ideas are supported by the
Burns, Ezzamel and Scapens (1999) sur-
vey, which concluded that considerable
change has taken place but change in the
way management accounting is used,
rather than change in management ac-
counting systems and techniques.

Modification of the Technical
Nature of a Management

Accounting Technique or System
This involves a modification of the tech-

niques representing the existing manage-
ment accounting system that exists in the
organisation. It would include, for exam-
ple, the alteration of overhead absorption
from labour hours to a machine time basis
or the revision of a normal loss allowance
in an organisation’s costing system. Man-
agement accounting change can be viewed
as the modification of the existing manage-
ment accounting technique or system. For
example, the modification on the manner
of overhead allocation was found in
Kaplan’s (1986) study. Overhead alloca-
tions were modified from a ‘lump cost’ ba-
sis of collection and allocation to a process
of collection and allocation on a
disaggregated basis. In the same pilot
study, a modification also occurred in the
allocation of costs to activities by chang-
ing from a simplistic basis using direct la-
bour hours to a more normalised complex
measure of output due to using the more
advanced technology. The replacement of
allocation overhead from direct labour to
a more suitable method in today’s scenario
can also be seen in Brimson, (1986). This
suitable method is necessary, as nowadays
there is little cause-effect relationship be-
tween labour and overheads. Similar modi-
fication of conventional overhead rates to
the direct charging of overhead to compo-
nents or products can also be found in the
Innes and Mitchell (1990). This has re-
sulted in the development of a cost alloca-
tion ‘methodology’ which is based on cost
drivers. As noted by Cobb, Helliar and
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Innes (1995), this cost allocation ‘method-
ology’ is to minimise the possibility of ar-
bitration in the cost allocations.

Modification of the existing manage-
ment accounting system is essential in this
dynamic business world. In this phenom-
ena, a company may have to change its or-
ganisation structure as a means of enhanc-
ing the effectiveness of its budgetary con-
trol (Bruns and Waterhouse, 1975) or
modify the budgeting setting process
(Cobb, Helliar and Innes, 1995). In this
dynamic and competitive world, a company
may also need to modify its product cost-
ing system. For example, from marginal to
total product costing method (Edwards
and Newell, 1991) or improving product
costing practices (Granlund, 2001).

Removal of  a Management
Accounting Technique or System

with no Replacement
Change need not simply involve adding

to the management accounting system.
Management accounting change can also
be reductionist where the elimination and
non-replacement of a management ac-
counting technique occurs. An example of
this would be the removal of traditional
budgeting with no budgetary type replace-
ment The need for the removal can be
linked closely to the nature of the produc-
tion technology and when the production
costs become relatively less significant. For
example, in one US study part of the exist-
ing cost accounting systems that were de-
signed to collect data that no longer existed
or no longer used by management were
removed to eliminate the cost of maintain-
ing them. No replacement was made of
these obsolete systems (Turney and
Anderson, 1989)

The above management accounting
changes can take place in a variety of ‘for-
mats’. Changes can be to part or the entire
management accounting technique, sys-
tem or process. Changes could also take
place in the whole or only in several parts
of the company. For example, management
accounting changes could be introduced
through pilot studies before fully imple-
menting them throughout the organisa-
tion. Innes and Mitchell (1995) confirmed
through survey evidence that this latter
approach has been a widespread way of

introducing change, in the form of activ-
ity-based costing, in the UK’s largest com-
panies. Similarly, the development of a new
production and control system (PCCS) was
also achieved initially in a pilot study form
in one of Scapens and Roberts, (1993) case
study companies.

Conclusion
There is no homogeneous management

accounting definition of management ac-
counting change probably, because such
change may take many focuses. There is a
variety of types of change, which could be
applied to management accounting. An
analysis of previous research shows that
the most frequent studies are on the intro-
duction of new techniques as replacements
for the existing ones, the modification in
the management accounting information/
outputs and the technical nature of a man-
agement accounting technique/system.
There are very few studies on the other
possible definitions especially on the re-
moval of a management accounting tech-
nique or system without replacement. It
also shows that there is little consideration
given by the researchers to the explana-
tion of different types of management ac-
counting change and to the implications of
these dif ferences for their research.
Moreover most of the definitions of man-
agement accounting change are implicit
rather than explicit and this perhaps ex-
plains the lack of attention to change defi-
nition.

References

Amat, J., Carmona, S. & Roberts, H. (1994),
“Context and Change in Management Account-
ing Systems :  a Spanish Case Study”, Manage-
ment Accounting Research, 5 : pp. 107-122.
Anderson, W. S. (1995), “A Framework for As-
sessing Cost Management System Changes :
the Case of Activity-Based Costing Implemen-
tation at General Motors, 1986-1993”, Journal of
Management Accounting Research, 7 :  pp. 1-51.
Armstrong, P. (1985), “Changing Management
Control Strategies :  the Role of Competition
Between Accountancy and Other Organisational
Professions”, Accounting, Organisations and So-
ciety, Vol. 10, No. 2 :  pp. 129-148.
Burns, J. & Scapens, W. R. (2000), “Conceptual-
ising Management Accounting Change :  an In-
stitutional Framework”, Management Account-
ing Research 11 :  pp. 3-25.
Burns, J., Ezzamel, M. & Scapens, R. (1999), “Man-
agement Accounting Change in the UK”, Manage-
ment Accounting (British) March 77 i3 :  pp. 1-4.

Bruns & Waterhouse (1975), “Budgetary Con-
trol and Organisation Structure”, Journal of Ac-
counting Research, pp. 177-203.

Cobb, I., Helliar, C. & Innes, J. (1995), “Man-
agement Accounting Change in a Bank”, Man-
agement Accounting Research, 6 :  pp. 155-175.

Edwards, J. R. & Newell, E. (1991),“The Devel-
opment of Industrial Cost and Management
Accounting Before 1850 :  a Survey of the Evi-
dence”, Business History, pp. 35-57.

Ezzamel, M. (1994), “Organisational Change
and Accounting :  Understanding the Budget-
ing System in its Organisational Context”, Or-
ganisation Studies, 15/2, pp. 213-240.

Foster, B. P. & Ward, T. J. (1994), “Theory of
Perpetual Management Accounting Innovation
Lag in Hierarchical Organisations,” Accounting,
Organisation and Society, Vol. 19, No. 4/5 :  pp.
401-411.

Granlund, M. (2001), “Towards Explaining Stabil-
ity in and Around Management Accounting Sys-
tems”, Management Accounting Research, 12 : pp.
141-166.

Innes, J. & Mitchell, F. (1990), “The Process Of
Change in Management Accounting :  Some
Field Study Evidence”, Management Accounting
Research, 1 : pp. 3-19.

Innes, J. & Mitchell, F. (1995), “A Survey of
Activity-based Costing in the UK’s Largest Com-
panies”, Management Accounting Research, 6 :
pp. 137-153.

Kaplan, R. S. (1983), “Measuring Manufactur-
ing Performance :  a New Challenge for Mana-
gerial Accounting Research”, The Accounting
Review, Vol. LVIII, No. 4, pp. 686-705.

Kaplan, R. S. (1986), “Accounting Lag :  the
Obsolescence of Cost Accounting Systems”,
California Management Review, Vol. XXXVIII,
No. 2, pp. 174-199.

Klammer, T. P. & Walker, M. C. (1984), “The
Continuing Increase in the Use of Sophisticated
Capital Budgeting Techniques”, California Man-
agement Review, Vol. XXVII, (Fall), No. 1, pp.
137-148.

Miller, J. A. (1992), “Designing and Implement-
ing a New Cost Management System”, Journal
of Cost Management, (Winter), pp. 41-53.

Scapens, R. W. & Roberts, J. (1993), “Account-
ing and Control :  a Case Study of Resistance to
Accounting Change”, Management Accounting
Research, 4 :  pp. 1-32.

Shank, J. K. (1996), “Analysis Technology Invest-
ments — from NPV to Strategic Cost Manage-
ment”, Management Accounting Research, 7 :  pp.
185-197.

The Concise Oxford Dictionary, (1999), Oxford
University Press, 10th Ed.

Turney, P. B. B. & Anderson, B. (1989), “Ac-
counting for Continuous Improvement”, Sloan
Management Review,  37 (Winter), pp. 37-47.

Vaivio, J. (1999), “Exploring a ‘Non-financial’
Management Accounting Change”, Manage-
ment Accounting Research, 10 :  pp. 409-437.

Vamosi, S. T. (2000), “Continuity and Change;
Management Accounting During Processes of
Transition”, Management Accounting Research,
11 : pp. 27-63.

M A N AG E M E N T  AC C O U N T I N G

B U S I N E S S / A C C O U N T I N G

28



Akauntan Nasional November/December 2001

Any discussion on corporate gov-
ernance though encompassing
many elements and issues is in-

complete if the matter is not examined from
the perspective of globalisation, and its im-
plications on government policies and regu-
lations and eventually corporate behaviour.

Any discussion on corporate governance
and globalisation must examine the “phe-
nomenon” called globalisation, how it has
become of such importance and why it has
created such great interest amongst all walks
of life. Traditionally issues such as these were
viewed as the business of the government.

The general opinion especially in develop-
ing countries is that globalisation is a concept,
created to further the interests of some coun-
tries at the expense of others. This is prob-
ably due to the type of information we are
exposed to. We all form an opinion on a par-
ticular subject based on the type and source
of information we consume. This is particu-
larly so in the light of the publicity received
by the anti-globalisation sector of civil society.

However, if we actually investigate fur-
ther, we will appreciate not only the genesis,
but more importantly, the challenges and
potential benefits that globalisation can
bring. One will also need to understand the
concern globalisation has caused to govern-
ments due to its impact on policy shifts of
governments, change in priorities and em-
phasis on corporations and social behaviour.

The reform of the international trading
system begun when much of the world’s
economies needed re-building after being
devastated by the second world war. The
increased co-operation amongst countries
towards this goal required the easier move-
ment of goods and services and eventually
capital, the latter two being new concepts
to international trade at that time. Prior to

this, international trade was fraught with
protectionism and arbitrary imposition of
tariffs, which more often than not discrimi-
nated one business partner against another.
This trade-facilitating trend was
complimented by the shift in policies of de-
veloping countries from export substitution
to more market-oriented reforms and the
fall of the communist bloc in Europe.

This situation of co-operation evolved
slowly initially, but later gained momentum
and snowballed into what we know today
as globalisation. This was coupled with the
realisation that the services sector, which
was previously thought of as unimportant
as opposed to the goods sector, actually con-
tributed to a large percentage of world trade.
It was later realised that resulting from the
lack of importance placed on trade in ser-

an Austin, required considerations other
than cost. However, over the years, a form
of very basic standards evolved, especially
in the manufacturing sector. These stand-
ards usually dealt with the need to ensure
protection of human health and safety. Oth-
erwise standards were generally seen as an
impediment or tool to further protectionists
policies. Later, the need for standards
evolved into a more recognisable form, for
example, taking into account management
standards for efficiency and environmental
concerns as in ISO 9000 and 14000.

This trend of having basic rules/standards
was in response to the need for some cer-
tainty or guarantee that one’s interests, e.g.
by way of investment, by setting up a pres-
ence in another country, is not easily lost
through arbitrary changes in policy or gov-

E C O N O M I C S
C O R P O R AT E  G OV E R N A N C E

Globalisation,
Corporate Governance
and Competitiveness
By Mervyn Martin
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“ … corporate governance … the process and structure used to direct
and manage the business and affairs of the company towards enhanc-
ing business prosperity and corporate accountability with the ultimate
objective of realising long term shareholders value, whilst taking into

account the interests of other stakeholders.”

vices, governments rarely maintained
proper statistics on international trade in
services. This new-found expansion in busi-
ness activities in turn caused us to view in-
ternational business in a different light, one
which constantly changes, requiring the
inclusion of new elements for consideration,
which challenges the way we look at the
very fundamentals of business.

There was a time when the only consid-
eration for an evaluation on competitiveness
was cost. The traditional view of challenges
to a business was the maximisation of prof-
its. This meant efficiency was synonymous
with costs. Good governance was measured
by profits generated. Ethics was not a pri-
mary element of concern and only niché
markets, i.e. a Rolls Royce as compared to

ernment. Similarly, where a market presence
is established it requires investment to main-
tain and further develop market share. As a
result of such a business environment, the
need for rules to guarantee certainty and
transparency becomes more apparent.

No one can really pin-point when other
elements were included in such an analy-
sis and even when the shift in emphasis
from cost to these other elements took
place. However, we are now left with a situ-
ation where most investors are willing to
pay a premium of as high as 25 per cent
for the guarantee of good governance.

In considering the matter of corporate
governance, we will find that the concept of
good governance is easy to understand but
difficult to define. The meaning of corpo-
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rate governance has been defined as the
process and structure used to direct and
manage the business and affairs of the com-
pany towards enhancing business prosper-
ity and corporate accountability with the
ultimate objective of realising long term
shareholders value, whilst taking into ac-
count the interests of other stakeholders.

If we were to analyse this definition we
will find the key ingredients to corporate
governance are :

� business prosperity;

� accountability; and

� the ultimate objective of realising long-
term shareholders’ value, whilst taking
into account the interests of other
stakeholders.

The last two ingredients; accountability
and the ultimate objective, are new elements
in the concept of governance. Accounta-
bility, previously was a highly subjective
matter and the interest of stakeholders
including minority shareholders was never
guaranteed.

The question then that begs to be an-
swered is why has the need for good gov-
ernance become so important in today’s
business environment?

Placing the responsibility of implementing
these elements at the very top of an organisa-
tion demonstrates the importance of the mat-
ter. Though some economists view the issue
of good governance as an extension of Total
Quality Management and ISO approaches,
whether there will be an international accred-
iting body like ISO setting corporate govern-
ance standards is anybody’s guess.

Similarly, it is unclear for now at least, if
governments will push for multilateral rules
on corporate governance. However, there
is a growing consensus amongst developed
countries to expand the scope of the WTO
to include investor protection, competition,
transparency in government procurement

and trade facilitation. These new areas all
contain elements of corporate governance
in the sense that they relate to the key in-
gredients of corporate governance. They
seek to provide transparency, certainty and
fairness. In this light, the possibility of shift-
ing focus towards codifying principles of
corporate governance internationally may
not be too remote as agreements effecting
private behaviour are nothing new in the
multilateral arena, e.g. the WTO Agreement
on Anti-Dumping. However, governments
have been viewing this matter seriously, as
the ever-changing business environment
demands a higher quality of management.

Profits have to recognise the cost of good
governance which itself today is regarded
as an important component of efficiency. It
is essential to ensure that ethical, healthy
practices are part of the business culture of
companies so that a country as a whole re-
mains competitive.

In Malaysia, the recent emphasis placed
on the responsibilities of directors of pub-
lic-listed companies through the New KLSE
Requirements and the Code of Corporate
Governance is only the tip of the iceberg.
The attainment of the objectives these re-
quirements were meant to bring about will
require an overhaul of the attitude, culture
and approach of the business community
in Malaysia. These requirements are meant
to operate as a catalyst for correction and
reorganisation against the backdrop of the
challenges faced by most developing coun-
tries in attracting Foreign Direct Invest-
ments (FDI) and remaining competitive, as
liberalisation loses its effectiveness as a tool
to control the globalisation process.

Over the years, the focus of most coun-
tries have been on controlling the process of
globalisation. It is now realised that, while it
may be beneficial to slow down the
globalisation process through liberalisation
policies in order to build resilience, impor-

tance must also be placed on the application
of strategic policies and regulations which
help in benefiting from globalisation and will
ensure competitiveness, continued attractive-
ness for FDI and continued growth.

The merits of such a contention can be
seen from the importance placed on the
issue of good responsible governance and
the plan to eventually expand the applica-
tion of these codes and regulations to all
companies in Malaysia.

Competitiveness has taken a broader
perspective to include traditional elements
as well as those elements, which at one
time were thought to be contrary to com-
petitiveness itself.

Emphasis placed on maintaining a high
standard of governance will also attract the
right type of investor. The gravity of the crisis
faced by the South East Asian region in 1997
may to a certain extent, have been lessened if
the type of investors in the region were the
more long term investors rather than those
who dealt in speculation and opportunity. The
lessons learnt from the crisis must be used in
preparation for the challenges to come.

The need for corporate governance is
not something new. It arose from the need
to adapt to the ever-changing business en-
vironment. As the business environment
evolves, dictated not only by domestic
needs but also international demands, cor-
porate governance will become more en-
trenched, making it a very necessary part
of businesses everywhere.

It will surely change in time to come,
where due to evolving needs, issues such
as environment and labour may be included
into the ingredients of good governance.
However, as for the challenges to account-
ants, we will need to remain versatile and
adapt, to broaden our area of competence
to the changing requirements in order to
remain competitive in an ever-changing,
globalising business environment.
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SNIPPETS AROUND
THE GLOBE

OPEC Members Warn of
Price Drop

PARIS — Members of the Organisation of
Petroleum Exporting Countries (OPEC) con-
tinue to warn other major oil exporters that a
painful price collapse could occur early next
year unless they join together to reduce world
crude supplies. So far, however, the OPEC
members haven’t won any converts.

With demand for oil falling fast as the world
economy stumbles, oil prices have continued
to fall below the US$22-a-barrel bottom-end
of the group’s target range for a basket of
OPEC crudes. OPEC members, whose
economies depend on oil revenues would like
to cut production but find it hard to do so when
exporters such as Russia and Angola continue
to raise output and grab market share.

“If we go on like this and stocks (invento-
ries) continue to build up, we’ll have a crisis
in the first and second quarters of next year
with prices collapsing to US$10 a barrel,” a
senior OPEC official said. At a recent meet-
ing of experts from OPEC and non-OPEC
exporting countries in Vienna, the attendees
agreed on the outlook for oil prices, but didn’t
come up with any recommendation for out-
put cuts or how they could be shared.

So far this year, OPEC has agreed to cut
output by 3.5 million barrels a day out of a
world market of about 76 million barrels
of oil a day.

Source : Asian Wall Street Journal,
31 October 2001.

US Economy Shrinks For
First Time in Eight Years

WASHINGTON — The longest period of
uninterrupted economic expansion in US his-
tory ended in the third quarter, according to
official figures released. The US economy
shrank for the first time in eight years and at
the fastest pace since its last officially declared
recession, in 1991, the US Commerce Depart-
ment said. Gross domestic product contracted
at a seasonally adjusted annual rate of 0.4 per
cent in the third quarter, the first decline since

eve of a key meeting in Beijing.
The document says that instead of tak-

ing the opportunities to improve their bank-
ing systems after the Asian financial crisis,
many countries backed away from the pain-
ful process of ridding banks of non-perform-
ing loans (NPLs). “Asia faces an even big-
ger challenge in dealing with its NPL cri-
sis,” said Jack Rodman, managing director
of Ernst & Young’s Asia Pacific Financial
Solutions. As well as failing to deal with the
problem of bad debts, Asian governments
routinely underestimate the volume of
NPLs in their banking systems - sometimes
by a considerable margin, the firm said.

The cost of continued failure to deal with
the problem will be huge, Rodman said, in-
cluding, “a much slower rate of GDP
growth, or no growth, lower standards of
living, less demand for products and serv-
ices, reduced business investment and less
tax revenue for governments.”

Source : Financial Times,
1 November 2001.

Asian Economies
Advised to Unite

HONG KONG — Asia must stand together
or fall apart in this era of rapid globalisation,
delegates at the East Asian Economic Sum-
mit warned. On the final day of the confer-
ence held here, delegates who were them-
selves divided said that a fragmented Asia
would lose competitiveness in the face of in-
creased competition from the US and the
European Union. “Asian nations can’t stand
alone. We need a regional response to
globalisation,” warned Zainal Abidin bin
Sulong, chairman of the Malaysian Industrial
Development Authority.

How to foster Asia’s growth in the long
term, however, sparked plenty of disagree-
ment during the discussions, particularly
between large countries with domestic
economies to protect, and smaller, open
economies such as Hong Kong.

Japan’s call for Asia to become more fi-

E C O N O M I C S
G L O B A L  E C O N O M I C  A N D  B U S I N E S S  S N I P P E T S

an isolated negative quarter in 1993. The scale
of the contraction was less than most econo-
mists had expected and policymakers had
feared and suggested to some that the US
might avoid a steep downturn. But prelimi-
nary data published are subject to revision and
may be particularly unreliable as they include
incomplete estimates for much economic ac-
tivity in September, which was heavily dis-
rupted by the terrorist attacks in the US.

Business investment was the main nega-
tive force in the economy. Non-residential
fixed investment declined at an annual rate
of 11.9 per cent in the third quarter but that
was less than the 14.6 per cent fall in the
previous quarter and much less than econo-
mists had forecast. Consumption growth
slowed further but remained positive, at 1.2
per cent, and residential investment contin-
ued to be the relative bright spot — increas-
ing at an annual rate of 1.9 per cent. Infla-
tionary pressures were largely unchanged,
with the implicit price deflator rising at a
2.2 per cent annual rate compared with the
second quarter’s 2.1 per cent.

President George W. Bush said the GDP
figures “confirm that the events of Septem-
ber 11 have really shocked the nation, have
affected our workforce and affected our
business base”. He called on Congress to
take measures to boost the economy in the
short term.

Source : Financial Times,
1 November 2001.

Asia’s Banks Face
US$2,000 Billion in Bad Debts

BEIJING — Asia’s failure to tackle bad
debts has enfeebled its national banking
systems and risks depressing growth for
years, according to Ernst & Young, the pro-
fessional services firm. Bad loans total
US$2,000bn across the region and in Indo-
nesia’s case are estimated at 60 per cent of
total bank loans, the firm says in a forth-
coming report, “Nonperforming Loan Re-
port :  Asia 2002”, made available on the
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nancially independent, especially from the
US through increased financial transac-
tions in Asian currencies and the develop-
ment of regional financial standards and
codes was met by criticism from a number
of delegates. Joseph Yam, chief executive
of the Hong Kong Monetary Authority, was
particularly sceptical about the develop-
ment of regional standards as he said this
could create regional standards that are
different from global standards.

The other major point of disagreement was
on the flurry of bilateral agreements between
individual nations in the region. Whilst Thai-
land said such agreements would form the
building blocks of future multilateral arrange-
ments, Hong Kong warned that the rising
tide of bilateralism in the region could un-
dermine the position of open economies.

Source : Asian Wall Street Journal,
1 November 2001.

Economist Predicts
Bleak Outlook for Asia

In a bleak economic prognosis for Asia,
US economist, Paul Krugman, predicted
‘catastrophe’ in Japan and warned of a po-
tential economic reversal for China, the re-
gion’s main engine of growth.

Despite widespread upbeat assessment
about China, Krugman said he feels ‘ill at
ease’ about the country’s economic out-
look. If China fails to continue the pace of
reforms and provide greater corporate
transparency, he said, the country risks
having capital pulled from it.

Speaking at an economic forum hosted
in Hong Kong by Swiss Reinsurance Co.,
he said the market opening is the right step
in the long run but in the interim the coun-
try could become vulnerable to capital
flight, which could be triggered by simmer-
ing investor concerns about corruption,
nepotism and lack of transparency.

“One scenario is, as everyone hopes, the
World Trade Organisation (WTO) will lead
to continuing reforms and good things will
continue to happen. Two, if China becomes
a bad member of WTO because it fails to
continue reforms and doesn’t open its mar-
kets. Three, if China opens up more but fails
to reform and becomes vulnerable to an
Indonesian-style crisis”, said Krugman.

On the Japanese economy, he said, the
country has stagnated for more than a dec-
ade. A Japanese Central bank report last
week predicted that the country’s GDP
would contract between 0.9 per cent and 1.2
percent in the year ending 31 March. Many
private-sector economists, believing that the
actual downturn could be worse, blame
policy failures such as a reluctance to deal
with bad debts in the banking industry.
While Krugman shares their gloom, he ar-
gues that weak consumer spending, owing
to the country’s ageing population, is more
to blame. Among workers still employed,
those approaching retirement age are more
likely to save than to spend.

Source : Asian Wall Street Journal,
5 November 2001.

Call For Big Changes to
Global Financial System

A group of former finance ministers from
emerging market countries will propose
fundamental changes to the global finan-
cial system, including an international
bankruptcy procedure for government bor-
rowers.

Their report reflects a feeling that the cur-
rent system places emerging markets at the
mercy of fickle capital flows, and that — as
in Argentina — there is no agreed procedure
to get countries out of trouble. The report
from the “emerging markets eminent per-
sons group” — chaired by II SaKong, former
Korean Finance Minister, with Co-Chairman
Roberto Zahler, Foreign President of the
Central Bank of Chile, Manmohan Singh,
former Indian Finance Minister and Kwesi
Botchwey of Ghana - says emerging market
countries have done a great deal to put their
own houses in order.

But these actions — including stronger
supervision of financial institutions, better
macroeconomic management and im-
proved transparency, “are not sufficient to
provide an assurance of market stability”,
the group said. “ International action on a
co-ordinated basis is also required.”

The report makes 33 recommendations
for action, most of which involve a greater
role for international co-ordination and con-
trols on private sector investors. It calls for
the International Monetary Fund and the

Group of Seven industrialised countries to
support standstills on debt payments to pri-
vate creditors for countries in financial cri-
sis. In the longer term it suggests explor-
ing an international version of the US Chap-
ter 11 bankruptcy procedures to allow or-
derly restructuring of sovereign debt con-
tracts. In an implicit critique of the “Wash-
ington consensus” on free capital flows, the
report says governments should be al-
lowed to place temporary restrictions to
stop hot money destabilising countries and
it calls for greater actions from the IMF
and World Bank in boosting liquidity when
required and issuing guarantees for emerg-
ing market countries borrowing in inter-
national capital markets.

Source : Financial Times,
5 November 2001.

Asean Considers Liberalisation
BANDAR SERI BEGAWAN, BRUNEI —

South East Asia faces one of its most seri-
ous crises in almost 35 years as problems
of plunging foreign investment and declin-
ing competitiveness have been com-
pounded by the global economic recession
and threats of international terrorism, the
chairman of a regional summit said.

Brunei’s Sultan Hassanal Bolkiah said
leaders of the 10-member Association of
Southeast Asian Nations were considering
responding to the grim economic news by
liberalising their markets and speeding up
measures to create a free-trade zone in the
region encompassing 500 million people. He
told reporters that countries of Southeast
Asia are possibly facing their biggest chal-
lenge since Asean was founded in 1967. He
said Asean economies are clearly vulnerable
to any downturn in the global economy as
the region is just beginning to recover from
the 1997-98 Asian financial crisis. “Among
recent worrying developments are a decline
in foreign investment and the erosion of our
competitiveness resulting from the emer-
gence of new markets” he added.

In addition to creating a limited Asean
Free Trade Area, Asean which consists of
Brunei, Cambodia, Indonesia, Laos, Malay-
sia, Myanmar, the Philippines, Singapore,
Thailand and Vietnam is also laying the
groundwork to establish a free-trade agree-
ment with China. Malaysian Prime Minis-
ter Mahathir Mohamad said details of the

SNIPPETS AROUND THE GLOBE
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proposed link with China needed to be
carefully worked out so that less expen-
sive Chinese products do not over-
whelm Southeast Asian industries.

Source : Asian Wall Street Journal,
6 November 2001.

Big Asian Nations Are
Split on Trade

Despite recent pledges of Asian unity,
representatives of the region’s largest
economies arrived at the World Trade
Organisation (WTO) summit in Doha,
Qatar, deeply divided. The divisions be-
tween Japan, India and China mirror the
wider division between rich and poor
nations that has become the biggest
hurdle to the launching of a new trade
round. Developing nations want to see
rich countries open their agricultural
and textile sectors while rich nations
want the developing world to guarantee
the protection of intellectual property
and defend the rights of foreign inves-
tors and domestic workers.

ADB is Expecting a Longer
Downturn for Asian Economy
SINGAPORE — Asia’s economic downturn

will be deeper and longer than previously
thought, with the “modest beginnings” of re-
covery not expected until the middle of next
year, the Asian Development Bank (ADB) said.

Growth this year in the region’s developing
economies is estimated at 3.4 per cent, down from
the 5.3 per cent growth the ADB predicted seven
months ago. That compares with economic
growth of seven per cent in 2000. Developing Asia
is largely at the mercy of the worsening global
economic slowdown, which has been exacerbated
by the Sept 11 terrorist attacks in the US, the bank
said in its latest report. Exports from many Asian
countries dropped sharply as demand dried up.

Hong Kong, South Korea, Singapore and
Taiwan, referred to by the bank as the newly
industrialised economies, have suffered the
worst in the current slowdown, mainly because
of their exposure to the slumping information-
technology sector.

Source : Asian Wall Street Journal,
12 November 2001.

POINTS OF CONTENTION
Hot issues at WTO and where nations stand :

Opening agricultural markets;

� For :  India, Australia

� Against :  Japan, South Korea

Revising anti-dumping regulations;

� For :  Japan, India, South Korea

� Against :  US

More foreign investor protection;

� For :  Japan, Singapore

� Against :  India

Linking civil rights, environment
and trade;

� For :  US, EU

� Against :  India, Malaysia

Limiting drug patents;

� For :  India

� Against :  Japan, US, EU

Source : AWSJ Research

Source : Asian Wall Street Journal,
 8 November 2001.
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Calling All Potential Employers

Attachment

and training

scheme in the

private sector

E M P L OY M E N T
S S L S  S C H E M E

T
he Malaysian economy is fac-
ing tough times. One of the
ill-ef fects of the economic

downturn is the difficulty in finding em-
ployment, especially among new
graduates and diploma holders.

In response, the Gov-
ernment through the
National Economic Ac-
tion Council has re-
cently approved a pro-
gramme called “Skim
Sangutan dan Latihan
Di Sektor Swasta”
(SSLS) to tackle the
growing unemploy-
ment problem among
graduates and diploma
holders.

This scheme is aimed
at exposing them to the
working world and en-
hancing their knowl-
edge and skills, which
will in turn help to improve their ‘em-
ployability’ and mobility. In the proc-
ess, this scheme seeks to train human
resources to be productive and flexible,
so as to meet the requirements of in-
dustries and the national economy.

The Economic Planning Unit (EPU)
will co-ordinate and implement the
scheme, which has been designed for
a period of six months.

Under this scheme, the Government
will pay the allowance for the gradu-
ates and diploma holders. Upon its dis-

cretion, the firm can give additional al-
lowance over and above that given by
the Government. However, the firm is
required to pay allowance or claims
based on rates payable to its other em-
ployees, if the graduates or diploma
holders are required to work outside
the office.

The EPU has established the specific
details of the implementation of the
SSLS scheme (see sidebar).

As part of the Institute’s contribu-
tion in nation-building ef forts, it is
hoped that our members’ firms and
members who are in a position to re-
cruit such graduates and diploma
holders will respond positively to the
attachment and training scheme upon
its implementation. More details of the
implementation of the scheme will be
forthcoming.

1
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SPECIFIC DETAILS

OF IMPLEMENTATION OF

SSLS SCHEME

Graduates
a. Conduct
i. Should abide by of fice procedures and

rules that have been established by firms.
ii. Cannot be involved in unhealthy activities such

as politicising, demonstrating, drug-taking, etc.
iii. Should provide and submit monthly report

related to duty and work that have been
performed (as per given format).

b. Leave
i. Entitled to full-pay one-day leave per month.
ii. Unutilised leave can be brought forward to

the following month.
iii. Unutilised leave cannot be replaced with

daily wage.

c. Medical Benefit
i. Free outpatient medical services in Govern-

ment hospital or clinics.

d. Payment of Allowance
i. Training allowance will be paid by EPU into

graduate’s account directly.
ii. Should contribute to Employees Provident

Fund (EPF) for the period of attachment.
iii. Employer’s contribution to EPF will be paid

by the Government.
iv. Payment of allowance will only be made

based on monthly report on duty and work
that has been performed.

Firms
a. Responsibilities
i. Assign appropriate duty that will increase

the graduate’s knowledge and skill, but not
risky duty.

ii. Certify the monthly progress report with
respect to duty performed by graduate (as
per given format).

iii. Inform EPU immediately if graduate with-
draws from above scheme, e.g. due to dis-
ciplinary problem or having found other
employment.

iv. Exercise discretion in giving time-off for
graduate to attend interview or because of
an emergency situation.

v. Firms that engage the trainees can opt to ter-
minate their attachment by informing EPU.

b. Waiver from Claims/Compensation
Trainee cannot make claims/compensation
if he/she experiences accident while under
attachment during the period of the imple-
mentation of the scheme.

2
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Maslow’s Pointers
for Living in Our
Global Village

H
umans can take a great deal
of stress, abuse and depriva-
tion. But we don’t last long
when bereft of life’s true es-

sentials.
We can live without food for a month —

if our metabolic rate slows down and if we
have sufficient fat reserves to begin with.
(Trust me, when it comes to excess fatty
tissue, I possess firsthand knowledge.) We
can also go without water for a few days —
probably more than three days, but less
than five, depending on the ambient tem-
perature and humidity. And at normal tem-
peratures, our brain cells begin to die af-
ter four minutes of oxygen deprivation; it
is true, however, that studies have proven
that the brains of unconscious people
pulled out of icy waters last a little longer
because of the metabolic deceleration
brought on by extreme cold.

Now consider the tolerance sequence :
Food — 4 weeks; water — 4 days; air — 4
minutes. Those durations pretty much de-
scribe the curtailing parameters of normal
human existence.

Clearly, our need for air is more urgent
than our need for water, which in turn is
more urgent than our need for food. But
urgency and importance are not the same.
Food, water and air are all essential to the
continuance of our physical lives. There-
fore, it is accurate to say that each is as
important as the other two.

Thankfully, most of us don’t need to
spend much time worrying about where
our next meal, drink or breath is coming
from. God’s rich bounty has taken care of

those basic requirements. But because of
our abundant supply of those base-level
essentials, humanity’s ever-striving nature
causes us to shift our attention up the lad-
der of cravings. The textbooks refer to this
‘ladder’ as Maslow’s Hierarchy of Needs
(see chart).

The chart is a schematic representation
of the eye-opening research undertaken by
American psychologist Abraham Maslow
(pronounced ‘mas-lov’), who died in 1970.

During the 1950s, Maslow studied

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

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.
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1
2
3
4
5

Air, food, drink, shelter, warmth and sleep

Security, law and order and stability

Family, love, affection 
and relationships

Self-esteem, 
independence and prestige

Self-
actualisation 
and fulfillment

MASLOW’S

HIERARCHY

OF NEEDS

C H A R T

By Rajen Devadason
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American industrial workers at their
places of work. Through relentless obser-
vation, analysis and re-obser vation,
Maslow unearthed a fundamental truth
about how people, all people, tick. He bun-
dled those findings into his Theory of Self-
Actualisation.

The crux of Maslow’s famous theory is
that a person’s personality grows accord-
ing to a strict hierarchy. The pyramidal
chart describes that hierarchy. People
typically start at the bottom and work their
way up.

You can see that at the base level, num-
bered 1, air, food and drink share space
with other vital needs like shelter, warmth
and sleep. Only after those base level needs
are met do we begin to seriously crave af-
ter level 2 items: security, law and order,
and stability.

Interestingly, because we live in rela-
tively prosperous Malaysia, and because
everyone reading this is likely to have a
decent job that generates a reasonable
amount of money, you are in all likelihood
focused on attaining level 3, 4 or 5 ‘needs’,
which are actually ‘wants’. Those are :

� Family, love, affection and relationship
(3);

� Self-esteem, independence and prestige
(4); and

� Self-actualisation and fulfillment (5).

Traditionally, financial planning has fo-
cused on the material, money-based as-
pects of human goal accomplishment. In-
deed, as I point out in seminars, this is the
official definition of financial planning
used by the US-based CFP (Certified Fi-
nancial Planner) Board of Standards :

“Financial planning is the process of meet-
ing your life goals through the proper man-
agement of your finances.”

That’s short, sweet and 100 per cent ac-
curate. But at the recently concluded In-
ternational Financial Planning Annual
Conference (IFPAC) 2001, held in mid-Oc-
tober in Kuala Lumpur, a video presenta-
tion by Roy T. Diliberto, Chairman of the
US-based Financial Planning Association
(FPA), described a pending sea change in
the way financial planners will eventually
serve their clients.

What I gathered from Diliberto’s talk is
that there appears to be a growing aware-
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ness within enlightened financial planning
circles that the financial planning process
— driven by the wants and needs of an in-
creasingly affluent yet contemplative clien-
tele — is no longer merely a number-
crunching game.

I couldn’t agree more. To quote from my
final column, Net Worth 26, for zoomFinance
(http://www.zoomfinance.com) written in
mid-July 2001 :

“In truth, (financial planning) never, ever
was a surgically cold discipline that disre-
garded human differences in favour of
cookie-cutter asset allocation pie charts
and quantitative investment analysis. But,
over the last 30 years, the American finan-
cial planning experience has shifted
boundaries to now include softer issues
like spirituality and ongoing significance.

The new term for this partially metamor-
phosed process is called life planning. Ex-
perts are still defining the concept, but
watch out for its advent to our shores some
time in the next couple of years. Chances
are good that when a solid, globally recog-
nised definition is ironed out it will contain
elements that stem from extensive discus-
sions during a seminal November 2000
meeting — designated the life planning
meeting — organised by the US-based Na-
tional Endowment for Financial Education
(NEFE).

The world-class Journal of Financial
Planning, June 2001 issue covered the sa-
lient findings of NEFE’s life planning meet-
ing where participants identified 10 key
terms they believe reflect the whole con-
cept of life planning.

“ … there appears to be a

growing awareness within

enlightened financial planning

circles that the financial

planning process — driven by

the wants and needs of an

increasingly affluent yet

contemplative clientele —

is no longer merely a number-

crunching game.”

Those 10 key terms are :

1 Choice;
2 Consequences of options;
3 Self-direction;
4 Intentional;
5 Empowering;
6 Holistic;
7 Integrity;
8 Personal;
9 Comprehensive and specialised;

and
10 Increased self-ef ficacy, which is

tied to the top-tier of Maslow’s Hier-
archy of Needs, self-actualisation.

Source :  Journal of Financial Planning, June
2001, p. 62. © 2001 Financial Planning As-
sociation.

Please invest 30 seconds to re-read that
list of 10 terms. As you do so, put yourself
in the well-heeled shoes of someone intent
on weaving life-planning into the fabric of
his life.

It doesn’t matter if you’re in your 20s or
60s, or somewhere in between. To use a
cliché, today is the first day of the rest of
your life. A decision made today can make
a substantive difference to the rest of your
life. For a person who, for instance, is
caught up in a vicious soul-sapping rat race,
this means that radical improvements can
be made if enough time and planning are
expended to make things better. There are
a lot of Malaysians who fall in that category.

Which perhaps explains why a profes-
sional acquaintance of mine, financial plan-
ner Kenny Foo, wrote to me, after reading
Net Worth 26 on zoomFinance, and urged
me to write about each of the 10 aspects
that reflect the concept of life planning.
Perhaps I shall.

Based on my own financial planning cli-
ent base, I suspect between 30 and 35 per
cent of my clients would benefit from full-
blown life planning services that focus on
helping people reach level 5, the peak of
Maslow’s Hierarchy of Needs.

But as significant as that proportion is
— if my estimate based on my own mod-
est practice extends to the general
Malaysian populace — that conversely
means two out of every three Malaysians
still inhabit lower levels of Maslow’s pyra-
mid, most likely at level 3 or level 4. This
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 F I N A N C I A L  P L A N N I N G

M O N E Y  T R E E

65 to 70 per cent of Malaysians DO NOT
need to worry about the broader, softer
issues that pertain to life planning. For this
majority, the major concern right now is
to figure out how to meet their life’s finan-
cial goals through the proper management
of their finances. They need no-frills
hardcore financial planning help.

As an accountant, you perhaps stand a
50:50 chance falling in the group that re-
quires higher level life planning services.
But you will certainly know many loved
ones and friends who don’t want life plan-
ning guidance but do need financial plan-
ning shepherding.

In a brief article like this one, it is im-
possible to adequately cover the breadth
and depth of this rich subject. So here are
some key pointers that you may find use-
ful to your own situation and that of those
around you.

First, if you have not already done so,
take aggressive steps to divert a significant
portion of your current income into a fi-
nancial reservoir. You need to construct
your own financial dam. Doing so involves
two key steps — building assets and deci-
mating liabilities.

Second, assuming you are part of a con-
ventional family, there can be no holistic

Maslow’s

Level

“Financial 
planning 

has helped me 
so much that 
I now need 

life planning 
services!”

CLAMBER TO

THE TOP OF

MASLOW’S PEAK

1

2

3

financial planning solution that does not
embrace every member of your family. At
the very least that means taking care of
these three items :

Write your Will;

Buy sufficient, cost-effective life, medi-
cal and general insurance; and

Inculcate in your children — assuming
it isn’t too late — an appreciation for
inter-generation accountability.

The first two items are almost self-ex-
planatory.

If you don’t bother to exercise your le-
gal right to specify who gets what when
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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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you are no longer around, then the gov-
ernment will have to do it for you, most
likely in line with the ironclad dictates of
the Distribution Act 1958 (Amended 1997).

One of the great miracles of modern day
life is incorporation. A corporation is a sepa-
rate legal entity from its shareholders. Not
being a ‘natural person’ means a company
can continue to exist, function, thrive and
honour obligations beyond the human
lifespans of its founders.

If you think about it, this happens to be
of tremendous use for purchasers of poli-
cies issued by sound insurance companies.
The risk transference from individual to
insurance company for a microscopic fee
has to rank among the highest achieve-
ments of mankind. You should use this
avenue of risk management intelligently.

My third point, teaching your kids well,
warrants some exploration. Even if your
kids love you to bits right now, will they
continue to do so decades into the future?
I hope so. (My wife Rachel and I do not
have children yet. When, God willing, they
make an appearance, we will certainly bear
the following observations in mind.)

The term ‘Global Village’ entered com-
mon usage through Marshall McLuhan’s
1967 book War and Peace in the Global Vil-
lage, which predicted the current Informa-
tion Age. This wise Canadian media guru
postulated that this new Age would be ‘a
transitional era of profound pain and tragic
identity quest’.

Look around you. What McLuhan pre-
dicted is upon us today. Even the horrific
attacks upon the US on September 11 were
brought right into almost every living room
on the planet through the wonders of the
Information Age.

Building upon the late McLuhan’s pre-
diction of ‘profound pain and tragic iden-
tity quest’, I have some disturbing thoughts
of my own. I believe that whether or not
Malaysia achieves its Vision 2020 target of
full development by that year, the decade
after that, ranging from 2021 to 2030, will
see a homogenisation of world culture that
defies attempts by cultural and nationalis-
tic purists — be they rabid or well-mean-
ing — to turn back the tide.

Globalisation and the Internet will flood
the world with Western, primarily Ameri-
can, culture (or lack of it, depending upon

your point of view) with the intensity of a
Deep Impact-type tidal wave. Do you disa-
gree?

Even today, ask yourself what music you
listen to, which movies you watch, whose
jeans you wear, whose software runs your
PC, or how often you guzzle down a Coke
with your Big Mac.

I believe that as the 21st Century ages
more and more young Malaysians will
embrace the ‘me-first’ attitude. The
downside is that such an elevation of ex-
pectations pertaining to egocentric rights
will lower the level of filial piety exercised
throughout the Far East. But don’t freak
out, there will always be wonderful excep-
tions to the rule.

Still, if you’re banking on your now
young kids caring for you later on when
you enter your geriatric phase, you might
want to hedge your bets a wee bit. The
smart thing to do would be to focus on rais-
ing your children right and nurturing them
to think ‘against the grain’. The smarter
thing to do would be to do that AND yet
assume that you will fail!

That’s the human equivalent of a finan-
cial hedge. Should you choose to follow
this piece of advice, your accepted level of
personal responsibility will be high and
continue to rise higher. To see why this is
so important, let’s look at the big picture
in Malaysia.

The number of EPF account holders
should cross 10 million soon. A few years
ago the EPF released study results, which
indicated the average 55-year-old who re-
ceives his or her EPF money, uses it all up
within three years. That is not a failure on
the part of the EPF, but an indication of
the need for two separate initiatives on the
part of the authorities.

“Globalisation and the Internet will flood the world with

Western, primarily American, culture … with the intensity of

a Deep Impact-type tidal wave. Even today, ask yourself what

music you listen to, which movies you watch, whose jeans you

wear, whose software runs your PC, or how often you guzzle

down a Coke with your Big Mac.

1

2

First, to raise the level of financial plan-
ning knowledge among normal
Malaysians. And, second, to elevate the
degree of personal responsibility
Malaysians exercise in planning for their
retirements.

Each of us — par ticularly those
Malaysians who are financially savvy —
can play a part in raising the financial plan-
ning awareness of those around us by talk-
ing about what we know. Trust me, most
people do not know what you know.

And they need to get to know what you
know if they are ever to clamber up to the
upper levels of Maslow’s pyramid. For in-
stance, imagine what would happen if each
and every adult Malaysian were to start liv-
ing by these two basic principles :

Pay yourself first; and

Build your monthly cashflow surplus,
and then channel it to where it will do
the most good.

I am convinced that if enough
Malaysians adopt those twin principles, our
personal and national future will be much
brighter than anything we’ve ever imag-
ined. We can’t change our whole world in
an instant; but we can work on changing
ourselves and those closest to us. If you
do that, I have no doubt that, one day, I’ll
see you perched at the top of Maslow’s
peak. AN
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T E C H N O L O G Y
I N T E R N E T

Using the Internet to
Increase Your Sales

The internet allows users to obtain
information held on another compu-
ter — anywhere in the world — eas-

ily and quickly. It is a huge free-ranging net-
work to which millions have access, and
connecting to it means that you can imme-
diately communicate with any member of
its extremely large and ever-expanding
user group.

Web Surfing
The Web provides a highly visual and

easy-to-use graphical interface for access-
ing the internet. Using “Web browser” soft-

ware you can look up and access any of the
millions of electronic web pages in existence
which cover just about any subject imagi-
nable. Small businesses often use the Web
for finding and scanning specific informa-
tion. Increasingly, firms are providing infor-
mation on the Web for customers, suppli-
ers and associated business partners.

Your Own Web Page
Using tailored software packages, web

pages are easy to design and the business
advantages are legion — reduced long dis-
tance phone calls, couriers, travelling to

endless meetings or tedious faxing.
With an effective design, such a site

gives your customers both an impressive
layout (a virtual business headquarters)
and the opportunity to find out more about
your range of services. It can also allow you
to test demand for new lines and services.

The Web provides an excellent vehicle
to launch dynamic press releases, company
reports and newsletters, thanks to the ben-
efits of multimedia capabilities — sound,
graphics and even video. You can also link
your pages to customer or partner sites,
thus providing an improved range of com-
plementary services or allowing better and
closer relations to develop between you
and the client. This is the key to success-
ful marketing for a small business,

The Web can also allow you to collect

The Net is now growing at a phenomenal rate, and organisations
small and large are busy exploring its potential use. Here we
examine the many different ways it can benefit you.
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important information from your suppliers
at a moment’s notice.

Tracking your competitors is far quicker
over the Web than with traditional methods
of enquiry. Simply click on their site and see
what they’re up to.

Some small firms are even specialising in
offering web space or designing web pages
in what is undoubtedly a strong growth sec-
tor. By registering your page with “search
engines” (Internet software tools which hunt
the web for specific names or phrases), your
company can be located by potential custom-
ers nationally and worldwide.

E-mail Savings
E-mail lets you communicate quickly and

efficiently with any individual, or group of
individuals connected to the Internet any-
where in the world.

Sending e-mail typically costs less than a
postage stamp, is usually quicker than a fax,
and faster and more flexible than posted
material. You can also attach entire compu-
ter files, such as spreadsheets or layouts,
which can then be worked on by the recipi-
ent. The recipient doesn’t even have to be
there to receive the message — e-mail will
wait on the machine until collected.

E-mail can replace expensive postal
mailshots. You can use email to send out
updates or press releases to established and
prospective clients. Employees, meanwhile,
can communicate while on the road, or when
working from home, while freelance staff can
supply material from more remote locations.

News Groups and
Mailing Lists

These constitute public discussion fo-
rums in which anyone is entitled to partici-
pate. They are generally organised around
a particular subject. Organisations can tune
in to their specialist subject areas and can
listen to or participate with like-minded peo-
ple. The forums are used to request advice,
and some organisations have found new
customers through providing it.

Internet Developments
Intranets :  Internal company Internets

(Intranets) enable you to make a wealth of
information about your company available
to every employee. Company information
can be accessed from one readily accessi-
ble place, thus cutting costs and time of
paperwork and product development. You
can even conduct employee training over
the intranet and allow staff to work from
home. The more smoothly a company op-
erates, the more profitable it is likely to be.

Electronic commerce :  Mechanisms
for secure financial transactions using the
Internet is developing quickly. These will
permit direct and easy sales to customers
anywhere in the world, and will be more
secure than present procedures, such as
using a credit card over the phone.

Voice on the Internet :  The Internet is
already being used to carry voice communi-
cations, in effect becoming a telephone. As
this technology develops, long distance and
international calls will be made available for

The insurance industry has always en-
joyed a reputation for being solid, reli-

able and somewhat conservative. This
makes the achievements of Intersure — the
first insurance site to be placed on the World
Wide Web — all the more remarkable.

Customers can give personal and ve-
hicle details over the internet, receive an
instant  quote together with a summary
of the cover, and apply for the insurance
on their credit card, without having to
move from their chairs.

Online Expansion
The online insurance service has been

running for 14 months and has expanded

CASE STUDY :  Intersure Ltd./RDT
to include home, travel, computer, wed-
ding and pet cover. The motor insurance
site has been used by 21,000 people, with
5,000 people obtaining quotes and hun-
dreds of policies written.

Turnover is expected to increase from
£600,000 to £1 million by the end of the
year and managing director, Mark Bates,
is convinced web-based technology will
dominate all future developments. “Eve-
r ything is moving that way. It’s
unstoppable.” he claims.
Intersure/RDT.  2 Vine Gardens,
Dartford Road, Sevenoalts, Kent U.K.
Tel : 01732 465733  Fax : 01732 463454
Website:  http://www. intersure.co. uk

the cost of a local Internet connection
Video conferencing :  Using connec-

tions such as ISDN (fast telephone lines),
and more recently the internet, video
conferencing permits face-to-face commu-
nication, avoiding the cost incurred by trav-
elling to meetings.

Using the various tools available on the
internet, you can dramatically increase ac-
cess times, turnaround and communication
with customers and potential clients as well
as cut communication costs and generate
more sales — all of which helps you keep
one step ahead of the competition. For small
businesses, particularly those with a global
or international outlook, the Internet is an
indispensable 24-hour business tool. It is
widely felt that companies which ignore its
potential will increasingly lose market share.

Getting Online
The basic requirements to get on the

Internet are :

� a PC — personal computer

� a modem

� a telephone line

� an account with an Internet Service Pro-
vider (ISP) or online information provider

� appropriate software

After purchasing a computer — with a
minimum memory of 16MB. although the
bigger the memory, the better — you should
buy the fastest modem (the device that links
your PC to the phone line) possible. This will
dramatically speed up your Internet access
time. If speed of access is particularly impor-
tant, you might want to invest around £400
purchasing an ISDN link.

An ISP (Internet Service Provider) or
online information provider is a company
which provides third party access to the
internet. Customers use their modem to
connect to the ISP, which then links them
to the Net. Prices and facilities vary, usu-
ally charged on a monthly basis (from as
little as £10 per month). Some online in-
formation providers offer unique services
of their own, such as internal conferencing
and access to data bases of business infor-
mation, and consequently cost more.

Many ISPs advertise in the local and na-
tional press, and the many internet maga-
zines on offer will give advice on which one
is best for you. AN
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Today’s lifestyle is cer tainly no
healthy living. Modern trends dic-

tate that glamour and status is the ultimate
way of life. Materialism reigns supreme
over basic beliefs and prudent practices.
In our pursuit of social acceptance, success
and wealth, most of us tend to neglect our
own principles and well-being.

This is exemplified by highly unhealthy
habits of the career clan :  workaholics who
have no time for self and family; yuppies
who expend savings (and sleep) on fash-
ion and socialising; beauty aspirants who
starve or risk plastic surgery. However,
business is booming for maid agencies,
credit card companies and slimming sa-
lons. Similarly, the legal profession has
been boosted by an increasing demand for
divorce lawyers while vanity, no longer a
solely feminine trait, fuels and vitalises the

flourishing cosmetic industry.
Our society’s prevailing achievement-ori-

ented philosophy has been instilled in us
from young when academic results were
(and still are) determined by the number
of “A”s obtained. Nowadays, ambitious par-
ents unwittingly burden their children who
are already saddled with endless school-
work by enrolling them for private tuition
and “enhancement” classes. Ironically, the
best education entails sacrifice on health
and welfare in addition to eroding the fam-
ily funds. It is common knowledge that stu-
dents especially undergraduates forego
recreation and sleep to accomplish good
grades and projects.

As we seek out a living or climb the social
ladder, traditional values are cast aside :  chil-
dren are either left in the care of extended
families/nannies or on their own; aged

parents are deposited in old folks’ homes
or neglected; spouses rarely communicate
or see each other; marriage ranks last in
the priority list of yuppies.

In our obsession of keeping up with the
neighbours and times, we often go beyond
our personal limits resulting in unneces-
sary tension on ourselves and loved ones.
Stress is a major problem in our realistic
society. The hectic pace in the city takes

HEALTH is
WEALTH By Sue Chuah

B E T T E R  L I F E
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H E A LT H

“The hectic pace in the city takes

its toll on many inhabitants :

patience is practically extinct;

tempers are easily frayed;

selfishness rules the day.”
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AN

its toll on many inhabitants :  patience is
practically extinct; tempers are easily
frayed; selfishness rules the day. Mental
illness is now not confined to the downtrod-
den as we witness the frequent occurrence
of amok cases, child abuse, hooliganism,
masochistic attacks, road bullies and van-
dalism. Psychiatrists, previously peculiar
only to the Western society, have recently
risen in prominence and are as hotly de-
manded as doctors.

An inevitable price of progress and ur-
ban concentration is environmental pollu-
tion, which contributes to common ail-
ments like asthma, hypertension and mi-
graine as well as the much-dreaded often-
fatal Cancer. To make matters worse, af-
fluence and the ever-growing workforce

has brought about an increased volume of
vehicles on the road. Traffic jams are now
a way of life even in smaller towns as peo-
ple spend more time in their vehicles, a
factor, which enhances the current popu-
larity of (car) radio stations.

Sadly, success and wealth usually come
with added stress and unhappiness. We
hear of celebrities facing loneliness or
shunning publicity; tycoons losing sleep
over kidnapping threats and share fluctua-
tions or their wives’ insecurity over their
fidelity; families fighting and divided over
property; senior executives prematurely
balding/greying and risking cardiac prob-
lems to strive for deadlines and targets.
This fact is consolation to the average folk

“… affluence and the ever-growing workforce has brought about an

increased volume of vehicles on the road. Traffic jams are now a way of life

even in smaller towns as people spend more time in their vehicles …”

who enjoy better peace of mind and lends
weight to the saying “You can’t have it all”.

It is ironical that despite decades of de-
velopment in education, science and tech-
nology, humankind has still not advanced
much in terms of genuine healthiness. In-
stead, our state of health whether mental,
moral, physical or spiritual seems to have
deteriorated with globalisation and mod-
ernisation. These days, the cream of soci-
ety, particularly gullible youngsters, seem
to adopt a “live for today” attitude and are
inclined to ape Western (liberated) ways
of life seeking excitement at the expense
of their health :  drug experimenting; fast
driving; free sex; non-stop partying.

Unlike the older generation and rural
folk who live leisurely while enjoying

health and longevity, present day city dwell-
ers tend to die young either through acci-
dent or illness. Statistics show that those
among the dead and dying are often youths
or middle-agers at the peak of their career.
One obvious element in the detriment of
our well-being is today’s hectic pace of liv-
ing and working. To complicate the issue,
we have AIDs-linked terminal diseases
which are now rampant in our increasingly
permissive society claiming even innocent
victims like newborn babies.

Despite its advantages, automation and
computerisation has subtly but surely con-
tributed to the health decline of users who
tend to exercise less mentally and physi-
cally. With the advent of the Internet, there

is now a growing community of sedentary
computer addicts especially among the
young who may develop “zombie syn-
drome” through lack of agility as well as
eye defects. In the wake of the Y2K hype
we would have been jolted into realising
the risks of total computer dependence.
Hopefully, we should see a more balanced
breed of people who are not only compu-
ter-literate but also health-conscious and
versatile (to survive power failures and sys-
tem crashes).

The undisputed fact that health is more
valuable than wealth is often overlooked
and unappreciated until too late. While
some may realise in time to recover, oth-
ers may not be as lucky and thus be des-
tined to doom. It would seem that living a
life of moderation is the answer. As long
as basic needs are met with enough for
comfort and indulgences, we should not
have to stress or stretch ourselves too

much. Our achievements and money
would be quite meaningless if we are un-
happy, ill or dying. In fact, there are some
successful professionals who give up their
luxurious lifestyle and settle down to sim-
plicity in the countryside seeking sanctu-
ary as well as sanity.

There is an increasing trend among
cityfolk to be “one with nature” plus a grow-
ing awareness of the need to conserve the
environment. This augurs well for the fu-
ture generation as the earth (assuming that
there will still be sufficient resources left)
would be a better place to live on then. In
the meantime, there is hope yet if more
young people are educated on and live by
the philosophy of Health is Wealth.
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Positive
   Thinking
 for Diluting
        Stress

Aperson with a positive approach
thinks in a larger perspective and
for greater prosperity. He does

not do so as a matter of charity and believes
it to be in his interest too. After all, one is a
part of the whole and can survive only as
long as the whole survives.

What goes on in our minds affects all that
we say and do, making the difference be-
tween success and failure. When working
well, the mind is the source of ideas, inspi-
ration and innovation, a creator of clear
communication and high quality decisions.
When working badly, it can be the source
of hopelessness, depression and fear.

The raw material of the mind is thought.
Business plans, intricate designs, new
products and even whole new philoso-
phies, all begin as a single thought in some-
one’s mind. This is then shaped and
sculpted into the details of the plan and
brought to life through words and actions.
People who are successful in their life have
usually taken time to organise their
thought patterns. They recognise their
mind as a precious reservoir from which
thoughts are created to actualise their
dreams.

How do we organise our
thought patterns?

First, by recognising the value of a
thought. A thought is like a seed — small,
tiny, compact and all potential lies within
it. That thought can be either negative or
positive, depending upon my mood, my
attitude and my character. Thought creates
feelings and feelings gradually become at-
titudes. The combination of both feelings
and attitudes is called consciousness. Hu-
man consciousness has the capacity to
think, to reason, to feel and to express. All
of these begin with just one thought.

This is encapsulated in the saying :

Sow a thought and reap a feeling

Sow a feeling and reap an attitude

Sow an attitude and reap an action

Sow an action and reap a character

Sow a character and reap your destiny.

As are our thoughts, so is our attitude.

P O S I T I V E  T H I N K I N G

B E T T E R  L I F E

By Bridget Menezes

We are passing through a period when the course of nature is
exposing the misdeeds of many of us. To some, this situation may
appear to be gloomy but I see it totally from a positive point of
view. To me it is an indication of the fact that if we fail to look at
ourselves, nature will create conditions to compel us to do so.
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One of the general applicable formulas
is that there would often or always be some
events over which we do not have a per-
sonal hold; but our attitudes towards them
are our own creation and therefore, it lies
in our own hands to have the right type of
attitude.

For example, there may be a sudden
natural calamity, or a communal riot or a
change in Government policy on trade and
commerce that affects us adversely. It is
neither a thing of our own creation or of
our own choosing. Even if we had willed
it otherwise, we could not have changed
this event. So, what are we going to do?
Take it as a fact of life, a real life event or
something beyond our control and bear
with it, stand up to it, face it and find a
solution to it or a way out of it. Our atti-
tude should be of acceptance of the fact
that, well, it has happened and then we
should, undauntedly, try to find the rem-
edy instead of feeling deeply upset or
shaken and losing the mood to face the
challenge.

If we look at life positively, as a game or
drama, it is clear that we cannot choose
what scenes we have to play, so we should
be prepared to play our part to the best of
our ability under all circumstances. As we
play our part we learn how to improve our
act.

The variety scenes in the drama give us
an opportunity to be versatile and flexible,
to gain strength from the trials, and, most
important, confidence to continue.

The saying goes
“You cannot
change the events
but you can change
your attitudes”.
Our attitudes to-
wards our prob-
lems should be that
“as sea-storms
bring sea-wealth to
the shore, so will
these stormy events bring many rewards in
the end”. It is our attitudes that determine
our moods and so, if our attitudes
strengthen our will, raise our hopes, sup-
plement our stamina and put zest in our
minds, we will certainly have no tension.

Instead, we will en-
joy life like a game.

One of the rea-
sons for man’s un-
happiness is the
delusion that mate-
rial possessions
can give peace and
happiness. These
things can give
physical comforts
but they are inca-
pable of giving real
joy, which is intangible and subtle in na-
ture.

There is nothing wrong in material
things so long as man confines himself to
the extent that he needs them. Trouble
arises when he makes the accumulation of
these things the aim and object of his life.
There is a saying that man dies but his
desires do not. You will find that many of
us are not contented and the more we get
the more we want. And so there is another
saying; “a greedy king is like a beggar and
a contented beggar is like a king”. To re-
main content means to attain success.

What matters for the attainment of peace
and happiness is the richness of the mind
and not that of the purse.

We know that to give is to receive and
that if we share whatever we have with a
true heart, there is benefit not only for the
one receiving but for one’s self also.

To think positively is a gift. It is the basis
of good health, freedom from stress, suc-

cess in relation-
ships, at work, eve-
rything. One who
is positive both at
home and in his
workplace is likely
to succeed in both
places.

Positive think-
ing comes natu-
rally to a person

who is prepared to explore.
Through the practice of exploring the in-

ner self, we begin to touch our own depth
and this helps to bring about realisation and
clarity. At the end I will give you a commen-
tary on how to explore our natural resources.
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The world is
moving. Either we
move with it or
against it, in which
case, we may not
be strong enough!
The forces on the
move are enor-
mous and uncon-
trollable. They are
the forces of na-
ture, the forces of
life.

The power to embrace change is the
power to embrace life. It is not enough to
know that one has to change; one also
needs to know how to change. Knowledge,
in this case, is power.

Whether we like it or not, change is in-
evitable. We can allow circumstances to
control our change, in which case our
change will be in a direction we do not de-
sire. Then we become slaves of our circum-
stances. But we can also choose change
and decide in what course we wish to go.
Then we are masters of our lives.

Everyone wants to be free from obsta-
cles. But we can overcome obstacles only
through being positive. Only then can we
transform pain to pleasure and criticism to
blessings. Situations can come and go but
our happiness should never disappear. To
be able to make someone happy is the
greatest art of life.

One way in which we can remain unaf-
fected by obstacles is to think that obsta-
cles come not to hinder one’s progress but
to make us strong. The reason for obsta-
cles to come in service connections or re-
lationships is because of our old personal-
ity traits.

We can become stress free by forgiving
those who have created hurdles in our lives
and with this positive step, we can forget
all the unhappy and painful incidents.

The first step towards overcoming ob-
stacles is to change our perception and to
see them as challenges. There is a saying :
“Tough times seldom last but tough peo-
ple do last”.

Note :  The writer can be contacted at
jose@pc.jaring.my

 “Our attitudes towards our
problems should be that …

as sea-storms bring sea-
wealth to the shore, so will
these stormy events bring
many rewards in the end”.

“a greedy king is like a
beggar and a contented
beggar is like a king …
What matters for the

attainment of peace and
happiness is the richness
of the mind and not that

of the purse.”

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
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By David Mahoney

For all our ambi-
tion to make it on

our own, we must real-
ise that other people
present us with a vast op-
por tunity to enhance
whatever we do. We
might as well exist
among them as happily
and successfully as pos-
sible — by building a
personal network.

Networking does not
mean being
grasping, calcu-
lating, or coldly
ambitious. It
means con-
sciously found-
ing long-term re-
lationships in
your business
and personal life, and maintaining them
with the discipline and pleasure they merit.
The kinds of things people do for each
other range from arranging the deal that
gets a friend’s new business off the ground,
to getting a big-name band for your daugh-
ter’s wedding. There is no telling what a
friend will do for you.

You begin by letting people know you’re
alive. How many times have you gone to a
business conference, talked to some guy
you admired, and just let it go at that? Why
not keep in touch?

Or suppose you’re reading a magazine
six months later and see that some predic-
tion he made has been fulfilled. Do you
send him the clip?

Do you go to reunions? Do you send
birthday cards? Do you talk to people in
your office about things other than busi-
ness? If you show interest in people, you
will often find they are interesting.

Being shy is no excuse not to get in touch
with people. Go to some conference where
you can talk with others about some areas
of your knowledge. Talk about other
things, too :  children, hobbies, school, poli-
tics, religion. It gets easier. Really. At the
very least, you will broaden the range of
your experience.

Start a file of your friends and acquaint-
ances, what they’re doing, and where they
are. Keep it updated. You should be continu-

ally asking yourself :  Who might like to hear
from me, and whom can I help? Serendipity
works in your favour, if you keep in touch.

Because contacts and friendships evolve
and select themselves over time, network-
ing is a form of movement. You’re taking a
forward look at things and asking :  “Where
do I want to be?”

When I came to Manhattan from the
Bronx to work in the mailroom of an ad-
vertising agency, I could have spent my
spare time knocking back beers at Tony’s
Corner Bar. Instead, I went to Toots Shor’s
or The “21” Club. The drinks cost only a
quarter more, and I got the thrill of seeing
my favourite sports heroes, newspaper
columnists, and business leaders. In time,
I found the nerve to talk to them. I was a
good listener, and I kept myself well-in-
formed on sports, business, and politics. I
tried always to have a story to tell.

I had risen to Vice
President when I quit to
star t my own shop. I
pulled together a good
staff and landed some
accounts, and soon we
were ready to place our
first print ads.

We ran square into a
brick wall :  All major
magazines, we discov-
ered, belonged to the
Publishers’ Advertising

B u r e a u
(PAB). PAB
members re-
quired any
agency buying
space in their
pages to prove
they had a
large cash re-

serve before the ad was accepted. We were
caught behind the eight ball. How could
we make our first money by placing an ad,
if to place the ad, we already had to have
money? For years, this rule kept new agen-
cies from entering the field.

David J. Mahoney Advertising Inc. was
broke and out of luck. Almost. At The “21”
Club, I’d become friendly with Howard
Blac, who was an ad director at Time Inc.,
to whom I poured out my story one night.
Now, from a pure business point of view,
Howard had no reason to help me; in fact,
his position required him to get along with
the established agencies and with other
members of the PAB. But he liked me, and
was incensed that my new business was
being strangled.

The next day, he called the sales staff of
Time, Life, and Fortune, and told them to
accept ad placements from my agency. All
I had to do was have my clients pay for their
ads in advance; because clients liked our
work, they were glad to do this. My hide
was saved, and my agency placed its ads
and prospered.

Someone who helps you in a crucial way
may not be a big-time executive; maybe a
friend sparks an idea with a chance com-
ment, or bucks you up when you need it.
Be optimistic about people and draw them
out. You will multiply your resources in
every way.

Building a
Personal Network

“The kinds of things friends do
for each other range from

arranging the deal that gets a
friend’s new business off the
ground, to getting a big-name

band for a daughter’s wedding.”

AN
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Firstly, think about your lover’s
appearance, is it :
a. dramatically improved in recent

months
b. much the same
c. worse if anything

Has your lover recently bought
new clothes or cosmetics without
your advice?
a. yes
b. no
c. yes, but with your advice and

encouragement

Is your lover regularly making
excuses about working late, taking
up evening classes or similar?
a. no
b. yes
c. yes, but you are 100 per cent sure

it is on the level

Has your lover become distracted
and absent-minded recently, to
the extent that the details of your
life together no longer seem to
interest them?
a. no, your lover has a real interest in

your mutual concerns
b. yes, your lover is definitely

distracted by something
c. your lover can be absent-minded

occasionally

Do you ever get the impression
that your lover’s colleagues and/
or friends are anxious about you
or sorry for you in some way?
a. yes
b. no
c. maybe

Have you ever discovered restau-
rant bills, theatre tickets or similar
(events not mentioned until now)
that your partner has explained
away as being work-related?
a. never
b. once or twice
c. yes

Has your lover recently had mood
swings, alternating between anxiety
and temper to a private cheerful-
ness?
a. yes
b. no
c. yes, but that’s quite normal

Has your partner begun to criticise
the way you dress or behave?
a. no
b. they have always taken an interest

in your appearance
c. yes, they have recently become

very critical

Has your lover recently encouraged
you to take up lots of interests out-
side the home? Could this be due
to guilt and a desire for you to be-
gin a separate life?
a. your lover has always encouraged

you to do your own thing so it’s
nothing new

b. no
c. yes, and it does seem unusual

Has your lover lost interest in you
on a personal level, while becom-
ing increasingly polite and ‘caring’?
a. yes
b. no
c. a bit, but that’s life

Q U I Z

B E T T E R  L I F E

Is Your Loved One

PLAYING AWAY?
You have had your suspicions for a while — now it’s time to

answer these questions to find out if your other half is seeing

somebody else.

CALCULATE YOUR SCORE

1. a. 10 b. 5 c. 0
2. a. 10 b. 0 c. 5
3. a. 0 b. 10 c. 5
4. a. 0 b. 10 c. 5
5. a. 10 b. 0 c. 5
6. a. 0 b. 5 c. 10
7. a. 10 b. 0 c. 5
8. a. 0 b. 5 c. 10
9. a. 5 b. 0 c. 10
10. a. 10 b. 0 c. 5

0-35 :  Your partner is almost certainly
not having an affair. Your responses to
these questions show that although your
relationship may have settled down into
a bit of a routine, there is no hanky panky
going on. Be grateful for what you have
got, but try to spice your relationship up
with a holiday, a new look for summer
or just plenty of hugs and kisses.

40-65 :  It is possible but unlikely that
your partner is having an affair. You
know your beloved so well that it would
be very difficult for them to play away
from home without you becoming sus-
picious almost immediately. However,
do try to get a bit more romance back
into your relationship so that your other
half remains just that and is not tempted.

70-100 :  Sadly, it is all too likely that
your partner has become involved with
somebody else. You have probably had
strong suspicious for some time and
have been waiting for the right moment
to confront him or her. There may be a
relationship left to save, or there may
not. Either way, it is important for both
of you that you grasp the nettle and find
out just what is going on.
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T hank God it’s Friday! A smile
lit up Lin’s face as she thought
of the sun, surf and the az-
ure waters rolling over her

body, gently washing away her worries and
fatigue. No one could say she didn’t de-
serve a weekend at the beach. Better get
to office early to clear the files, Lin thought.
She ran her hair brush through her long
hair and instinctively looked down on the
floor, as she always does, to see if any hair
had defiantly dislodged itself from her
scalp.

Lin, thirty-something, couldn’t believe

her eyes. There on the floor, surrounding
her feet was a ring of hair — her very own
precious hair! For a moment she stood
rooted to the spot, staring in disbelief at
the flamboyant display.

“Doctor, is it because of the hair dye I
had applied a couple of days before?” en-
quired the distraught mother of two. “No,”
assured the skin specialist. “You have a
condition known as alopecia areata.
There’s really no cure for it, “ he contin-
ued. For Lin, this sounded like the death
knell. Indeed someone described the re-
action to hair loss as a grieving process.

siblings so that one brother may have a
full head of hair whilst another brother
is bald.

What causes hair loss?
The causes of hair loss are diverse.

Briefly, the following are some of the main
causes.

� Heredity and the ageing process. This
concerns male-pattern baldness and fe-
male-pattern baldness both of which will
form the focus of this article.

� Alopecia areata, as in Lin’s case.

� Medication and therapy such as
chemotherapy or radiation for can-
cer patients; excessive vitamin A
in-take.

� Hormonal changes such as thyroid
disease.

� Trichotillomania, which is pulling
out one’s own hair, often related to
a psychological problem.

� Emotional or physical stress.

� Excessive shampooing and blow-
drying

Male-pattern baldness
Did you guys know that from pu-

berty onward the density of your scalp
hair is already decreasing. By age 30
about 25 per cent of you guys begin to
bald and by age 60, 75 per cent of you
are either bald or have a balding pat-
tern.

Male-pattern baldness is generally a
combination of genes and ageing and
is permanent. Three factors play a part
in hair loss :

The density of hairs — An increase
in the telogen phase, i.e. the resting

H A I R  L O S S
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Going, Going,
Not Quite Gone!
By Ooi Beng Choo  L.L.B., (HONS), PROHIGHWAY HEALTHCARE

Facts you should know
Hair loss for most of us is hard to live

with, worse if you are a female condi-
tioned by society to take pride in your
crowning glory. Here are some facts
you may already know :

� Although more men than women are
affected by hair loss, both sexes lose
hair density as they age.

� The average scalp contains about
100,000 strands of hair.

� It is normal to lose about 100 strands
of hair a day.

� Each individual hair survives an av-
erage of 4.5 years. When a hair falls
out it is usually replaced by a new one
within six months.

� It is a misconception that hair loss is
always inherited from the mother’s
father. According to medical science,
the genes carrying the ‘baldness’
trait are passed down from both sides
of the family.

� The baldness genes can skip genera-
tions. They can also randomly affect

1
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phase of the hair growth cycle, leads
to shorter and fewer hairs on the head.

The diameter of each hair is thinner,
thus revealing more scalp.

There is a decrease in the percentage
of hairs in the growing phase known
as anagen.

You may wonder why the hair on your
beard is still dense whilst the bald patch
on your head is getting larger. The an-
swer lies in the fact that each hair folli-
cle has a pre-programmed sensitivity of
the hormonal environment that deter-
mines its response to changes in circu-
lating hormone levels. As a rule the hair
follicles in your beard area respond to the
male hormones, androgens, by increas-
ing in size and lengthening their grow-
ing phase (anagen). On the other hand,
hair follicles in the frontal region of your
scalp tend to respond to androgens by re-
ducing in size and shortening their grow-
ing phase.

If you look around you will notice that

long to the older generation. But bald
women are still considered social stigmas
unless they are cancer patients undergo-
ing chemotherapy.

Women suffering from genetic hair loss
develop a characteristic pattern of hair loss.
If you are post-menopausal, you will expe-
rience a drop in the level of female hor-
mones so that the balance of hormones can
tip towards a more male level. This can
result in a behavioural change of some
body systems, especially of the hair. Hair
loss is generally experienced in the front
of the scalp. If you are pre-menopausal, the
move towards a male level in the balance
of hormones will usually result in wider
hair partings and hair loss affecting only
some areas. Some women experience
hirsuitism (excess hair in a male pattern
for example in the beard area).

Alopecia areata
This is characterised by the complete

loss of hair within roundish patches on the
scalp. Like in Lin’s case, the roundish bald

Pharmacological treatment
Minoxidil
This topical drug treatment (Rogaine)

can be purchased over the counter. It is
supposed to save hair follicles from shrink-
ing by tackling the testosterone and en-
couraging the regrowth of fine hair. This
drug has proven to be more useful in
women with genetic hair loss but has only
limited success in men. Although found
safe in extensive trials, minoxidil can affect
blood pressure. It is wise to first consult
your doctor.
Propecia
This drug is sold only to men through

prescript ion under the name of
‘Proscar’. It is an oral pill, which re-
ceived clearance from the US Food and
Drug Administration in December 1997.
This drug blocks the enzyme responsi-
ble for hair loss. The main disadvantage
is that this drug may lead to loss of
sexual function and desire. Also the
drug can be passed via the sperm and
so a condom should be worn.

Hormone
replacement
therapy (HRT)
If you are pre-meno-

pausal with hair loss
that takes on a specific
pattern (widening of
hair par tings), your
doctor, after ruling out
certain medical condi-
tions, may recom-
mend that you take HRT in the form of
oral contraceptive pills. If you are post-
menopausal with hair loss, HRT may re-
store hair growth. Of course there are
medical and ethical reasons for not under-
going HRT.
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balding occurs in different ways for differ-
ent men. (See diagrams)

Is there any way to prevent
male-pattern baldness?

Sorry guys, the answer is no. You can’t
reverse hair loss once it has happened, but
you can try to slow down or perhaps even
stop the degree of loss. As to what options
are available, read the section on treat-
ment. If it is of any comfort to you, per-
haps in your next life, you might want to
take note of the fact that castration before
puberty prevents baldness and beard
growth.

Female-pattern baldness
Bald men are OK especially if they be-

patches are smooth and didn’t just sud-
denly happen within a day. It actually pro-
gressed over several weeks.

The specific cause of alopecia areata is
not known. In 20 per cent of all cases, a
family history of alopecia is present. Alo-
pecia areata is sometimes associated with
autoimmune diseases.

Alopecia areata affects both men and
women. It can lead to complete loss of all
scalp hair (apopecia totalis) or complete
loss of all body hair (alopecia universalis).

Do not grieve.
If hair loss is your problem, do not

grieve. You can find ways to combat or get
around the problem. The following are
some options.
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ProHighway Healthcare Sdn Bhd provides health information to the public
through its URL http://www.prohighwayhealthcare.com

Such information includes useful health tips that range from baby to elderly health
as well as information on diseases, drugs, statistics and treatment contributed by
various national organisations such as the National Cancer Society and the Malaysian
Aids Council.

Linkages with various other websites also provide wider and more comprehen-
sive content.

Other community services in the URL are :

Healthcare Live Chat that is on every Tuesday from 9.00pm till 10.00pm. A
medical specialist is present to “chat” online with the public over the Internet on
a particular medical topic.

Ask Dr Bella A Question & Answer column where the public can ask our team
of medical specialists health questions.

E-Family Counselling column, working with a team of professional counsel-
lors from “Focus on the Family” to meet the needs of the public.

Getting to know
www.prohighwayhealthcare.com
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Anti-androgens
This method tries to reduce the level of

male hormones in women with hair loss
rather than try to restore the balance of
male and female hormones. This method
is not always successful and there are side
effects as well.

Hair replacement
There are several types of hair replace-

ment techniques and often a person may
require multiple techniques.
Hair transplant
There are a number of techniques such

as punch grafts (where the graft size is that
of a pencil eraser), minigrafts, micrografts
(where as few as one or two hairs can be
transplanted), slit grafts and strip grafts.
These techniques provide a more natural
looking hairline. However, usually several
surgery sessions are needed, with the heal-
ing period taking up to several weeks or
months. The cost is another factor you
need to consider.
Flap surgery
This procedure is for covering large bald

areas. A portion of the bald scalp is re-
moved and a “flap” of hair-bearing scalp, is
moved into position to fill in the area. It is
then sewn into place whilst still connected
to the original blood supply.
Scalp reduction
This is usually done to cover bald spots

at the top and back of the head. The tech-
nique involves removal of the bald scalp
and pulling sections of hair-bearing scalp
together to fill in the area. This technique
can be used alone or in conjunction with
grafting techniques.

Most hair replacement surgery is done
with local anaesthesia and sedation. As
with any surgical procedure, there are the
risks of infection and bleeding, though not
common. Sometimes small bumps are no-
ticeable at the plug sites. Also, some grafts
may not ‘take’. There is also the question
of cost.

Alternative remedies
If surgery is not your preference, you

may want to consider alternative remedies.
Hair weave
This entails the weaving of human and/

or synthetic hair into your existing hair.
This is not a very popular method as it is

difficult to keep your hair and scalp clean.
There is also a tendency to cause further
hair loss and the need to reposition every
six weeks or so as your natural hair grows.
The procedure is also expensive.
Toupees
These are for smaller bald areas. They

are made from human or synthetic hair and
kept in place with adhesive or clips. They
do need replacing periodically. The good
ones, made from human hair, are expen-
sive.
Wigs
These provide more complete coverage

H A I R  L O S S
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and are also made from human or synthetic
hair. They are expensive.

Back to Lin
You must be wondering what happened to

Lin. The specialist told her there was no cure.
Did the drugs stop further hair loss? Did she
go in for surgery? Or is she right now stroll-
ing down busy Petaling Street, her toupees
flap, flapping in the wind?

Actually, she came out of her problem
and regained practically all her lost hair.
Perhaps it was a combination of drugs and
a positive attitude that won the day. AN
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We had heard that Versailles ranks as one of the ‘musts’ while in
Paris, especially if you have a day to kill. Well, we did not hear it
wrong. I would definitely rate it as ‘Highly Recommended’; and I
am not even your regular history buff.

T R AV E L  A N D  L E I S U R E
PA R I S

XIV (1638-1715) who married Marie
Therese of Austria (1638-1683) in 1660,
King Louis XV (1710-1774) who married
Marie Leszezinska (1703-1768) in 1725 and
King Louis XVI (1754-1793) who married
the infamous Marie-Antoinette of
Hapsburg-Lorraine (1755-1793) in 1770. It
was King Louis XIV who transformed and
enlarged his father, King Louis XIII’s
former hunting lodge and who installed his
court and government there.

The visit to the state apartments typically
begins at the upper vestibule of the Chapel.
All of a sudden you find yourself being
transported into a world of, dare we say?.!,
“sinful opulence”. Clamouring for a better
look and jostling in the sea of humanity,
tourists from all over the world pulled
along by their respective guides, you real-
ise that the ‘oohs’ and the ‘aahs’ have
started. You try to compose yourself from
the near embarrassment of being caught

Discover the
Magnificence of

     Versailles
O ur group tour bus

dropped us of f some
where in the city after
doing the customar y

‘half-day city tour’ of Paris. “Free for the
rest of the day”, they tell us. Well, would
you believe someone in our group has an
uncle in Paris, and of course she could not
get away without contacting him right?
Especially after having come all that way.

Anyway, the uncle was very nice and de-
cided that we should do Versailles. He
promptly met us in the city and took over
as tour guide for the rest of the day. We
hopped onto the convenient Metro to catch
the suburban train to ‘Versailles’ station,
about 25 minutes south of the city and
headed towards the Chateau De Versailles
and its Gardens. The Chateau is among the
most prestigious of the world’s heritage

By Wong Kong Meng
sites and represents the finest and most ac-
complished achievements of 17th Century
French art; a mere 15-20 minute walk away
from the station.

The first thing that strikes you when the
Chateau comes into view has to be the
snaking queue (believe me, the queue to
get in really ‘snakes’ all around the mas-
sive compound; comparable to the one I
saw at the Louvre) and your mind goes,
“Oh no! we are never going to get in.” You
get to wonder what the crowd is doing
there queuing up in mid-afternoon when
the Chateau closes at 5 p.m. I started won-
dering that about our group when the lady
with the uncle came back with entrance
tickets (at ff. 45 each) for all of us. And we
did not even have to queue. I just gaped
with amazement. “Don’t ask”, they said.

So we are going in to see how the French
kings used to live. The place was actually
home to three French kings; King Louis
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in the midst of such ‘obscene’ magnificence
as you continue to gape at the intricately
designed murals from floor to ceiling and
other fine art structures all over the place.
“Come along, come along” is heard in sev-
eral languages, as you go with the flow. You
pass by the Hercules Salon, Abundance
Salon, Venus Salon, Diana Salon, Mars Sa-
lon (the former Guardroom), Mercury Sa-
lon (or “Bedchamber”), Apollo Salon (or
Throne Room), and the War Salon. The
King’s State Apartment, which was remod-
elled several times, received its definitive
decor in 1671-1681, thanks to the work
undertaken and supervised by Charles Le

click away. I sneaked in one, just one, my-
self. This very stately corridor is just filled
with chandeliers upon chandeliers; a real
close encounter of the chandelier kind. As
you saunter down this royal hallway (73
metres long, 10.5 metres wide and 12.3
metres high) of sheer, utter, even gross
magnificence, do try to savour the moment
of being a king or queen for the day. I am
sure you would agree it is not everyday you
get to do that. You then reach the Peace
Salon. The paintings on the vaulted ceil-
ing stretching the War Salon, the Hall of
Mirrors and the Peace Salon illustrate
events in the life of Louis XIV, from the time

Brun. It consists of a suite of seven rooms
overlooking the North Garden. From 1684,
it was used for audiences and court enter-
tainment exclusively, as the King lived in
the rooms overlooking the Marble Court-
yard (special visit of the “King’s Chamber”,
entrance C).

Moving on, you then arrive at the Hall
of Mirrors. Despite a very strategically
placed sign that obviously says ‘No Photo-
graphs’, the cameras continued to go ber-
serk. I must admit, though, I fully under-
stand the futile attempt on the part of the
first time tourist at resisting the need to

he began to reign in his own right in
1661,until the Peace of Nijmegen in 1678.

The Queen’s Apartment is next, installed
at the same time as the King’s and consist-
ing of four rooms. It was used by each
queen in succession (finally by Marie-
Antoinette) and by several dauphines. It
underwent many changes, a fact that ex-
plains the variety of decorative styles in
these rooms, contrasting with the unity of
the King’s state apartment. You then go
through the Queen’s Bedchamber, the
Nobles’ Salon, the Queen’s Antechamber, or
Great Dining Hall, the Queen’s Guardroom

(there’s even a Queen’s staircase) coming
through to the Coronation Room formerly
the King’s Guardroom.

Turning the corner, you are greeted by
the Battle Gallery, created in 1831 by King
Louis-Philippe in the former princes’ apart-
ments on the first floor of the south wing.
The gallery, 120 metres long and 13 metres
wide, depicts French military triumphs with
33 paintings representing battles in which
French forces distinguished themselves,
from Tolbiac to Wagram; 82 busts of mili-
tary men, and 16 bronze plaques honour-
ing heroes who had died for France.

Do visit the vast Gardens as well outside

where you can catch live re-enactment per-
formances of scenes from the days of the
French Revolution including the guillotine
scene, complete with full contemporary
costumes and garb worn by the actors and
actresses. The park and the gardens are
open everyday, except in bad weather and
when official ceremonies are being held.
Access to the gardens is free of charge,
except on “Grandes Eaux Musicales” days.

The Grand Trianon ( Apartments of Na-
poleon I, Cotelle Gallery, Gardens), The
Hameau De La Reine are all a little further
away; but that’s another story. AN
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Introduction
On 29 October 2001, MIA and MACPA

attended a dialogue session chaired by
Siow Kim Lun from the Market Supervi-
sion Division of the Securities Commission
(SC). The SC has found it appropriate that
the accountancy profession should be con-
sulted on a regular basis following the im-
plementation of the Malaysian Capital
Market Masterplan (CMP) since February
2001. MIA’s delegation was led by Abdul
Samad Hj. Alias, accompanied by Nik
Mohd. Hasyudeen Yusoff, Chairman of the
Public Practice & Tax Committee (PPTC),
as well as other Council Members and
Committee Members from the PPTC. The
dialogue was categorised into three broad
areas, namely :

The expanded roles and responsibili-
ties of the accountants and auditors
under the Disclosure Based Regime
(DBR) ;

The readiness of the profession in its
roles to suppor t the CMP pro-
grammes; and

Specific initiatives undertaken by the
profession for the capital market.

Although there is a wide spectrum of
companies listed on the KLSE, most of
them can be roughly categorised into three
different classes, namely those run by pro-
fessional managers, those run by a domi-
nant shareholder (or a small group of peo-
ple) and government-controlled entities.
For those companies managed by profes-
sional managers, the issues are not too
complicated since these people are well
chosen for their role in the market. But for
the other types of companies, issues in the
area of corporate governance and good
corporate disclosure may be perceived to
be inadequately dealt with in certain cir-
cumstances.

Dialogue with the Securities Commission on the
Roles of Accountants and Auditors in Support of

the Capital Market Masterplan

1

2

3

Areas of Concern
Of concern not just to the SC but to the

profession as well are those companies that
tend to be dominated by a prominent share-
holder or a close group of people on the
board of directors which may raise the
question of the integrity of the Board of
directors and, in a way, contribute to the
overall challenges confronting the capital
market at present. However, the account-
ancy profession should also be wary of
these challenges since they are one of the
market intermediaries when dealing with
the SC. With the SC committed towards
the full DBR, it is now expecting the mem-
bers of the Institute to be constantly vigi-
lant of the challenges facing the profession
and to undertake a more pro-active role in
meeting the expectation gap of the public.

The SC touched on the issue of the ex-
pectation gap between the readers and the
preparers of the financial statements, and
the role that can be played by the auditors,
for example, when it comes to the disclo-
sure in the audited financial statement. The
Institute however, was also able to bring
to the attention of the SC that, due to the
statutory nature of the auditing function
and the inherent limitations of an audit, it
may not be possible to highlight all anoma-

lies in the audited financial statement. Fur-
thermore, as far as the disclosure in the
audited financial statement is concerned,
the Institute is very much guided by the
issue of materiality.

The Institute is glad that the SC has un-
dertaken to publish, on a periodic basis,
reports of non-compliance of accounting
standards among listed companies, follow-
ing consultation with the KLSE, MIA as
well as MACPA. The Institute believes that
such an initiative will help to further edu-
cate our members (be they the auditors,
the preparers or other users) to further en-
hance the quality of information being dis-
closed by a listed entity. This is essentially
the objective of the implementation of the
DBR when the Government started to look
into this regime as early as 1996.

Another major area of concern is the im-
age of the profession, especially on the is-
sue of auditors’ independence. The Presi-
dent advised the SC that further reforms to
our Institute’s By-Laws is currently being
pursued which will go very far in address-
ing this issue of auditors’ independence.

Note :  The following is a summary report of
the Joint MIA-MACPA Memorandum to the Se-
curities Commission (SC) in conjunction with
the SC Dialogue on 29 October 2001.

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

JOINT MIA-MACPA MEMORANDUM TO THE
SECURITIES COMMISSION

New Areas of Services
That May Be Provided by
Professional Accountants

The Dialogue with the Securities Com-
mission was intended to put forth areas of
service diversification that professional ac-
countants could consider as a feasible op-
tion. Among the areas that were looked at
are submission of proposals on public is-
sue of securities. Currently only merchant
banks are authorised to submit proposals
on public issue/offer of securities to the
Securities Commission for approval, while

the accountants’ role is to review and re-
port on profit and cash flow forecasts and
projections. We put forth that accountants
and merchant banks collaborate and pro-
duce a joint submission, thereby increas-
ing competition and providing companies
with a wider choice of advisors to under-
take their corporate exercise.

The Capital Market Masterplan encour-
ages the trading of capital market products
through electronic means. Electronic Com-
merce is, at present, still plagued with the
issues of security, privacy and validity of
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the transaction that has yet to be resolved.
In this regard, we suggest that accounting
firms can provide assurance services to
certify that a company’s home page is in-
deed bona fide and has met certain quality
criteria set out by the firm, hence there-
fore putting the consumer’s mind at ease
when accessing the web.

Audit firms have, in the past, provided
their clients with a range of non-audit serv-
ices that are within their expertise. Then,
the question of independence and whether
the non-audit services may conflict with the
firm’s independence was raised. However,
with regard to IFAC’s proposed changes
to the Code of Ethics for Professional Ac-
countants on independence and the new
KLSE requirements, the issue of independ-
ence has been suitably dealt with and safe-
guarded, allowing audit firms to provide
these non-audit services with confidence
and minimal threat to independence.

We also propose that professional bodies
and accounting firms which have extensive
experience and knowledge play a significant
role in providing education and training to
those people who are involved or who deal
with the capital market to support the de-
velopment of the capital market.

One of the recommendations of the Capi-
tal Market Masterplan is to move towards
including the listing of foreign companies.
Our proposal to encourage foreign compa-
nies to invest in the country is to allow the
financial statements of these companies to
be prepared in accordance with the Inter-
national Accounting Standards, and since
MASB Standards are substantially in har-
monisation with IAS, a financial statement
prepared in accordance to IAS will not re-
sult in material differences with local re-
porting requirements.

Corporate governance, an integral part of
the accounting mechanism, has to be kept
under constant scrutiny. In order to enhance
the practice of good corporate governance,
we propose a few changes herein. With re-
gard to interim financial statements, there
is no requirement that they be reviewed in-
dependently by external auditors at present
and our suggestion is to make it a require-
ment that, at least with the 2nd quarter re-
port, a review should be carried out by the
external auditor.

As for adhering to the issue of good

corporate governance and to the KLSE
Listing Requirements Para 15.24 and 15.26,
our suggestions are as follows. Para 15.24
requires the statement made by the board
of directors regarding the state of internal
control of the listed issuers be reviewed
by the external auditors and the results of
the review reported to the board of direc-
tors. Our suggestion in due course is to
include the auditor’s review of the state of
internal control in the annual report and
let the shareholders have access to this
information.

Para 15.26 of the KLSE Listing Require-
ments requires the board of directors of
the company to include in its annual report
a narrative statement on how the company
has applied the principles set out in the
Malaysian Code on Corporate Governance.
As the directors’ statement on compliance
with corporate governance is an essential
part of the annual report, we propose that
the statement be reviewed first by exter-
nal auditors before publication. If the audi-
tors find that areas of non-compliance are
not properly disclosed, then they should
highlight this and draw attention to them
in their report. The report should be sub-
mitted to the audit committee for review
prior to the disclosure in the annual report.

Auditing plays an essential role in
strengthening the financial discipline of the
capital market. Auditing is a public inter-
est activity, which is designed to provide
reasonable assurance that the financial
statements are free of material misstate-
ments. However, in order to efficiently
serve the public interest, the regulators
need to have confidence in the quality of
the audit. The accountancy profession in
Malaysia subscribes to the International
Standards on Auditing issued by the Inter-
national Auditing Practices Committee
(IAPC) of IFAC, to ensure that Malaysia
conforms to international practice.

Recently, IFAC has undertaken the fol-
lowing initiative. The objective of the IFAC
Forum of Firms, representing firms which
perform or are interested in performing
transnational audits, is to promote a high
standard of financial reporting and audit-
ing. Members have to agree to:

� conform to the Forum’s Global Quality
Standard; and

�  subject their assurance work to periodic
International Quality Assurance Review.

The executive arm of the Forum is the
Transnational Audit Committee (TAC),
which is responsible for the management
and monitoring of a system of International
Quality Assurance Review of members of
the Forum.

In response to the changes in the dy-
namic business environment, IFAC is in
the process of amending the International
Standard on Auditing (ISA) 220 on Quality
Control for Audit Work. Quality control is
of paramount importance to ensure the
objectivity and effectiveness of an audit.
One of the major recommendations being
considered by the revised ISA is the re-
quirement that the audit firm ensure that
an independent review is undertaken for
all audit engagements. The independent
review is to be conducted by a senior part-
ner of the firm who is not engaged in the
performance of the audit or the provision
of other services to the audited entity. In
the case of sole practitioner, external audi-
tors may be engaged to perform the inde-
pendent review where appropriate.

There is, at present, proposed changes
to the Code of Ethics for professional ac-
countants on independence. On this mat-
ter, IFAC has revised Section 8 of the Code
of Ethics for Professional Accountants re-
lating to independence, which has been is-
sued as an exposure draft earlier. The re-
vised guidelines require the identification
and evaluation of threats to independence
and the steps taken to eliminate or reduce
the threat to an acceptable level. The guide-
lines identify five types of threats, namely
self-interest, self-review, advocacy, famili-
arity and intimidation threats. The guide-
lines also consider the safeguards to re-
duce the threats to an acceptable level,
which are classified as follows :

i) Safeguards created by the profession,
legislation or regulation;

ii)  Safeguard within assurance client; and

iii)  Safeguards within the firm’s own sys-
tems and procedures.

One of the safeguards that were recom-
mended by the guidelines is the rotation
of audit partners to guard against familiar-
ity, which could impair independence.
Therefore, the lead engagement partner
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should be rotated after a predetermined
period, normally seven years.

IFAC has also established a Compliance
Committee to monitor the compliance by
member bodies with IFAC pronounce-
ments and other membership obligations.
Each member body including MIA is ex-
pected to have in place an effective infra-
structure to guide, regulate and discipline
their members.

The Malaysian Institute of Accountants
(MIA), the regulatory body in Malaysian
has also come up with a few initiatives of
its own.

Among the proposals for the reform of
MIA’s By-Law, a member,

(a) if already providing non-audit services,
then before accepting an appointment
to act as auditor or reporting account-
ant; or

S E C U R I T I E S  C O M M I S S I O N / TA S K  F O R C E

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

(b) if already appointed as auditor or re-
porting accountant, then before accept-
ing an engagement to provide the non-
audit services,

has to exercise his professional judge-
ment to evaluate whether the provision of
non-audit services would create a threat to
the professional independence, integrity or
objectivity of the member or his firm in
carrying out the audit. The non-audit serv-
ices include but are not confined to the fol-
lowing: providing managerial services, au-
thorising and executing transactions on
behalf of the client, preparing and review-
ing documents for the client etc.

MIA’s initiatives also include looking into
the setting up of a practice review-monitor-
ing programme. The intended model of
practice review being considered by MIA
will, at the first cycle (of perhaps five years),

be on an educational basis. For those in-
volved in the audit of public-listed compa-
nies, a shorter cycle (maybe a period of
three years ) of quality review may be insti-
tuted. The main objective is to help mem-
ber firms uphold the minimum quality
standards of professional practice, and for
members intending to provide assurance
services to multinational corporations, they
will be expected to meet higher standards
such as those set by the Forum of Firms.

Issues like rotation of audit partners as set
out in IFAC’s guidelines, the setting up of a
Financial Statements Review Committee
within MIA to review the accounts of listed
entities and the requirement for independ-
ent review of all audit engagements, are also
part of the initiatives undertaken by MIA at
present to meet the changing demands of the
Malaysian capital market. AN
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The 1st meeting of this task force was

convened on 9 November 2001,

chaired by Lim Huck Hai of KPMG.

The terms of reference of this Task Force

was subsequently decided as follows :

Terms of reference for
Technology Practice Task Force

Objectives

� To investigate and develop additional

services to serve the needs of mem-

bers and their clients.

� To encourage excellence in the pro-

vision of technology-services by the

members of MIA.

� To enhance the credibility of mem-

bers as technology-savvy business-so-

lution providers.

� To communicate the impact of deve-

lopments in technology to the profes-

sion and to promote MIA to the ICT

related regulatory bodies.

The idea of this Task Force was mooted

Technology Practice Task Force
by the Public Practice & Tax Committee

(PPTC) following the trends in other de-

veloped countries such as Australia and

United Kingdom. Apart from the Chairman

of the PPTC Nik Mohd Hasyudeen Yusoff,

this task force was also well represented

by nominees from other professional bod-

ies. Among the first few projects which has

been preliminarily decided during the in-

augural meeting are :

(a) to study the impact following the even-

tual implementation of the IFAC guide-

lines on Information Technology in the

Accounting Curriculum in the various

spheres of the profession i.e. those in

public practice, those in commerce as

well as those in the government sec-

tor. Here, the US model as rolled out

by AICPA can provide a useful refer-

ence for Malaysia to draw up an imple-

mentation schedule;

(b) to enquire into the implementation of

the XBRL platform by our capital mar-

ket regulator(s) and assess the impact

to the public practitioners servicing

PLC(s) and how the task force can help

prepare our members to adopt this

changes in technological advances (in

the area of reporting ;

(c) to look into the possible tie-up with the

AICPA to offer the web-trust and sys-

trust services for the benefit of our

members in practice in order to enable

them to market a new range of serv-

ices in the future ; and

(d) to look into the possible funding from

various government agencies to help

develop an e-community within our

member base.

It is the intention of this Task Force to

keep our members posted on the develop-

ments within this task force to facilitate the

dissemination of information on a as wide

as possible basis in view of the rapid

changes in our operating environment out

there. AN
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Ng Sing Soo, Director; Low Yang Sin, Director; Lim Ming King,
Director, Jason Tiu, member; Ki Tak Sang, Director; Low Ket Sin,
Hon. Secretary; Lee Hin Kan, Chairman of Melaka MIA; Patrick Wong
Tak Mun, Sub-Committee Vice Chairman Melaka MIA;
Venkatramanan, Sub-Committee Chairman Melaka MIA and Piong
Yew Peng, Sub-Committee Vice Chairman Melaka MIA
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Courtesy Call on the
Malaysian International

Chamber of Commerce and
Industry, Melaka and Negeri

Sembilan Branch

The Courtesy call was made on 29 May 2001 at the MICCI
Chairman’s office at Taman Merdeka Industrial, Batu Berendam.

MICCI’s Chairman, Richard Lawn and other committee members
were very pleased with the gesture and promised further co-opera-
tion would be pursued to benefit both organisations. Among other
activities in which MICCI members would like to participate in are
seminars on economic developments, budget and taxation issues.
MIA Melaka Branch Vice-Chairman, Abd Halim Husin believes that
the MIA will improve further and take appropriate measures to keep
its members competent to be able to fulfil the needs of the interna-
tional companies which invest in Melaka.

Subsequent to the courtesy call, both the MIA Melaka Branch
Chairman, Lee Hin Kan and the Vice Chairman, Abd Halim Husin
were invited to the MICCI Melaka and Negeri Sembilan monthly
luncheon, which was attended by the MICCI Melaka and Negeri
Sembilan Committee and the MICCI Executive Director, Stew-
ard Forbes at the Renaissance Hotel Melaka.

Both the courtesy call and the luncheon have fostered a better
relationship between the two organisations.

MIA MELAKA BRANCH ACTIVITIES

The courtesy call was held on 29 August 2001 at the MCCC’s
office in Melaka Raya.

Among issues discussed during the meeting were the possibil-
ity of making the list of MIA members available to the members
of the MCCC from whom the MCCC members could seek profes-
sional advice and services

The MCCC expressed their appreciation for the initiative taken
by the MIA Melaka Branch in paying the MCCC its first courtesy
call. The MCCC were not aware of the existence of such an or-
ganisation and its functions until the courtesy call. The MCCC
requested for more frequent dialogues, discussions as well as joint
activities and programmes for the benefit of its members.

Courtesy Call on the Dewan
Perniagaan Melayu Malaysia,

Cawangan Melaka

The Melaka Branch paid a courtesy call on 3 August 2001 to
the DPMM at their office at Taman Melaka Raya and the group

were received by its Naib Yang Dipertua, Tuan Haji Zakariah
Munji together with other committee members.

Amongst the matters discussed during the courtesy call were
the lack of information on the MIA and on the members of the
MIA. Both organisations agreed to have more dialogues, discus-
sions as well as joint activities and programmes, which would ben-
efit the members of both organisations.

Courtesy Call on the Melaka
Chinese Chamber of

Commerce

MIA is pleased to announce that Lee Hin Kan, the Chairman
of MIA Melaka Branch has been awarded the Bintang

Cemerlang Melaka by Tuan Yang Terutama Yang di-Pertua Negeri
Melaka, Tun Datuk Seri Utama Syed Ahmad Al-Haj bin Syed
Mahmud Shahabudin on the
occasion of his 76th birthday.
The award was conferred in
recognition of Lee’s continuous
contributions towards the
socio-economic development
in the state. The Institute con-
gratulates Lee on his achieve-
ment and wishes him well in all
his future undertakings.

Proud moment … MIA Melaka
Branch Chairman, Lee Hin Kan
receiving the award from Yang di-
Pertua Negeri Melaka, Tun Datuk
Seri Utama Syed Ahmad Al-Haj
bin Syed Mahmud Shahabudin

Melaka Branch Chairman
Conferred the

Bintang Cemerlang Melaka

AN

AN

AN

AN
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The event kicked off with a wel-
come address by Penang
Branch Chairman, Steven Teh.

Members who had not met their
branch committee had the opportu-
nity to do so as Steven presented his
team one by one and thanked each
one of them for his/her good work
and commitment in the monthly
branch committee meetings, sub-com-
mittee meetings, organising CPD pro-
grammes and membership activities.
He welcomed constructive feedback
and suggestions from members which
would help the branch to better serve
their needs.

The highlight was a presentation;
“STEP OUT — Develop Your Skills in
Lateral Thinking” facilitated by Joanne
Emuang-Yeoh and Sharon Koay from
Hair & Beauty Private Collection Sdn.
Bhd. Accountants certainly demon-
strated their lateral thinking skills be-
yond expectations. There was a lot of
response on the variations of the acro-
nym of Malaysian Institute of Account-
ants, MIA. A table of four participants
adjudged by quantity aspect emerged
champion with over 120 variations of
M I A. It was not an easy task for the
MIA President, Abdul Samad Alias
who was entrusted to select the three
most creative variations of M I A. His
choices were Men In Agony, Money In
Advance and Many Idiot Accountants.

MIA Penang’s Night of Camaraderie
Some 200 members and guests attended The 2001 Gathering,

held at Old China Cafe, Penang on 8 September 2001.

Syabas to the members and guests who
were awarded prizes for their fast and
innovative thinking skills.

Earlier, the President in his speech
expressed his delight to note the pres-
ence of many young members. He
urged them to contribute to the devel-
opment of the Institute and accounting
profession and be prepared to assume
the leadership of the Institute.

The Organising Chairperson,
Adelena Lestari Chong and commit-
tee members contributed some prizes
making a total of 23 items available for
the lucky draw. Also present were
Council Members, Y. Bhg. Dato’ O. K.
Lee, Albert Wong and Abdul Rahim
Abdul Hamid in their capacity as
President of the local branches of
CIMA, CPA Australia and ACCA re-
spectively.

Raising hands — I know the answerThe winning team with the most variations of M I A.

A view of the crowd.

VIP table (L - R): Abd. Rahim, Adelena Chong, Puan Jauriah, Abd.Samad and Steven Teh

AN
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MIA SABAH BRANCH

P E N A N G / S A B A H
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MIA President receiving a memento from the Organising
Chairperson, Adelena.

Adelena chatting with guests at the ACCA table.

Harmony With Nature

O ver 600 members, families and
guests gathered at the Sabah
Branch Annual Dinner at Shangri-

La’s Tanjung Aru Resort, Kota Kinabalu.
Themed ‘Harmony with Nature’, the
Sabah accountants led the way for pro-
fessionals in political correctness! The
organising committee not
only replaced the popular
Sharks’ Fin Soup with an al-
ternative aptly named ‘Save
the Shark’, it also printed at-
tractive dinner tickets that
could be reused as book-
marks to encourage recycling
and reduce waste. The Com-
mittee contributed part of the
proceeds of the anniversary
dinner to the World Wildlife
Fund. Alexandra Thien
proudly announced during
the dinner that 51 member

firms and organisations had registered
with the MIA Sabah in their pledge of
commitment towards the recycling
project in their offices. Guest of Honour,
Sabah Minister of Finance, YB Datuk
Musa Haji Aman commended the Sabah
Branch for its commitment towards sav-

ing the environment. MIA President,
Abdul Samad Alias who was represented
by Council Member, Dr. Mohamad Ali
Abdul Hamid, echoed the environment
issues which present the largest most se-
rious intractable challenges for mankind
and that it is imperative that accountants,

as professionals, recognise ef-
forts towards the preservation
of the environment and do
their par t. In addition, ac-
countants need to emphasise
on the reporting of environ-
mental issues which are of
strategic value and importance
to the public in general, and to
parties associated with it, to
create awareness towards the
apparent benefits that are to
be derived from corporate con-
siderations of environment is-
sues and protection.

Alexandra Thien presenting a cheque to Eleanor Chen, representative
from the World Wildlife Fund witnessed by Sabah Committee Members

YB Datuk Musa Haji Aman, Guest of Honour, being welcomed by Dr.
Mohamad Ali Abdul Hamid, Council Member; Alexandra Thien,
Branch Chairperson and Philip Yong, Organising Chairman

Sabah members during the annual dinner

AN
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Mia, Oh Kim Leong, Jeffrey Tnay Breng
Kong, Phang Sin Hoi, Ahmad Lutfi Anis, Lee
Kin Fui, Law Kee Hua, Liew Lai Yeng,
Mohamad Osmacy, Lai Kian Fui, Ho Khoon
Chiew, Lau Ching Mui and Tan Khern Wee.

Tiang also had special thanks for all the
many female accountants who turned up
but were unable to meet the stringent tests
by the Sarawak General Hospital. Farahan
was one of the rejected donors, but after
much negotiation managed to convinced AN

MIA SARAWAK BRANCH

Caring Accountants

S A R AWA K

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

The Mayor of Kuching City South, YB
Chan Sang Khai recently launched
MIA Sarawak Branch’s Accountants

Care Too Campaign in Kuching with blood
donations. David Tiang, Branch Chairman
believes that accountants have a civic duty
to society and donating blood is a fine exam-
ple of their concern and care for the sick and
needy. Many thanks to the following donors
:  Chan Kay Beng, Si Kiang Seng, Thomas
Law, David Tiang, Chin Chee Kong, Teo Kin

Sarawak Branch Vice Chairman, Si Kiang Seng being monitored
closely by the Mayor of Kuching South

Sarawak Branch Chairman, David Tiang among the first to donate

L to R — Sally Hii, Si Kiang Seng, Chan Kay Beng, Teo Kin Mia, Thomas Law,
Mayor of Kuching South,  David Tiang, Chin Chee Kong, Farahan Hussin
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her very reluctant but supportive husband
to donate in exchange for one month of
hassle-free golfing! To replenish, donors
received goody bags containing sponsored
malta drinks, cakes, buns and eggs.

For members who were unable to donate
blood, Tiang appealed for soft toys, cloth-
ing and books for the sick children and
needy and reminded all members that the
Kuching office will be collecting all items
until 15 December 2001.
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Inter-Professional Night

More than 200 professionals gath-

ered at the closing of three

weeks of keen competition. The

engineers regained the overall champions

trophy with lawyers, doctors and account-

ants following not too far behind. MIA

Sarawak’s best achievement was second

place in Golf — congratulations to Kenny

Chong (team captain), Ng Seng Bee,

Ahkim Sarok, Tan Hock Hin, Richard

Kiew, Livan Wan Laing, David Tiang,

Vasco Sabat Singkang, YB Peter Nansian

and Daryl Sim.

We (accountants) proved ourselves bet-

ter in other games played at the dinner.

‘Charlie’s Angels’ out drank all the other

male professionals in the drinking com-

petition. Other contests during the clos-

ing dinner of the 2001 Sarawak Inter Pro-

fessional Games included the widest

chest, longest hair, biggest feet, etc., all

measured by an engineer with a steel

measuring tape and verified by an ac-

countant, of course.

Member, Daryl Sim (second from left) with
wife and fellow professionals from the
Sarawak Advocates Association

Branch Chairman, David Tiang (second from
left) handing over the YBhg Tan Sri Dr. Wong
Soon Kai Challenge Trophy to representatives
from IEM Sarawak Branch

Member, Kelvin Lam with his three angels
from EY — Judy, Jane and Jennifer —
representing MIA Sarawak

AN

Successful negotiations completed
between Puan Farahan and her husband
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Member, Lai Jok Moi with baby, husband
(donor) and friends (donors) from Singapore

Teletubie lending comfort and support to a
squeamish Treasurer of Sarawak Branch, Teo Kin
Mia, a first time blood donor
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ACCA’s Alumni Annual Dinner 2001

It was indeed a night of colours and
fun! For the first time ACCA gathered
its entire alumni clubs (according to

tuition providers) under one roof. The re-
sult — fun, laughter and gaiety!

More than 400 ACCA members and af-
filiates attended the inaugural
ACCA Alumni Annual Dinner
2001 recently at the Crown
Princess. Initially the expected
number was only 150; however
the response was so over-
whelming, the organisers had
to change the venue to accom-
modate all the guests.

“It is indeed a night for
ACCA. Tonight we are reunit-
ing with old friends, getting ac-
quainted with new ones and
giving ‘networking’ a totally
new meaning! So tonight let us
all have fun, forget about tax
and audit papers, Excel spreadsheets and
deadlines!” urged Dato’ Khalid Ahmad,
member of the Malaysian Advisory Com-
mittee of ACCA in his welcoming speech.
Dato’ Khalid’s suggestions were very well
supported if the loud cheers from the au-
dience were any measure.

After the dinner, 10 ACCA members and
affiliates engaged in a battle for the best
singing voice. The par ticipants repre-
sented various tuition providers and they
were judged based on vocal strength, physi-
cal interpretation (the effectiveness of how

the contestant interprets the music
through movement, gesture and stage
presence) and audience engagement (rap-
port).

During the competition, not only did the
participants perform their very best, the
audience too were very sporting and vo-

The ACCA once again
organised a Dynamic
Public Speaking Work-

shop for 42 aspiring account-
ants in a two-day session. Ac-
counting students from
Universiti Malaya (UM) and
Universiti Putra Malaysia
(UPM) as well as participants
from Australia and Hong Kong
attended the session.

The workshop was divided
into theory explanation, dem-
onstrations by facilitators,
workshops for students and
presentations by top speakers

cal in their support towards their favourite
contestants.

Alex Wong’s version of “Smoke Gets in
Your Eyes” won the hearts of the judges and
the audience who awarded him first prize.
Steven Wong from Alumni ACCA-FTMS

received second prize.
With the theme “Colours

and Fun” the guests dressed in
bright and cheerful colours.
There were games, a lucky
draw and open karaoke session
that night.

“The main objective of the
ACCA organising the alumni
dinner was to strengthen the ca-
maraderie among ACCA mem-
bers, affiliates and students.
ACCA is the largest profes-
sional accounting body in the
world with 300,000 members,
affiliates and students world-

wide. “As such we would like to further
mobilise the activities for the benefit of our
members, affiliates and students. Looking
at the success of tonight’s event, the Alumni
Dinner will definitely be one of our annual
events,” said Nik Roseli Mahmood, Head
of Malaysia Affairs of ACCA.

ACCA’s Regional Dynamic Public Speaking
Workshop for Future Accountants

AN

from various groups.
For two days the students

were introduced to the art of
presentation and public speak-
ing skills such as doing im-
promptu speeches, humour,
using vocal variety and body
language effectively, and pre-
paring business presentations.
It was challenging as well as
fun as the participants were re-
quired to speak without proper
preparation.

“These past two days are
among the most productive I
have ever had. The programme
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All smiles! Winners, Steven (left) and Alex (right) with Nik Roseli

Best speakers … standing from L-R : Lee, Aszmay, Tam, Teh and
Mazrah, seated from L-R : Nik Roseli and Intan Mastara
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CIMA offices throughout the world
celebrated “Global Business Man-
agement Week” (GBMW) from 24

to 28 September 2001. GBMW has been de-
vised and championed by CIMA as an an-
nual opportunity to focus global business
minds on the issues that shape the business
world in which we operate. In an unprec-
edented show of unity, six leading manage-
ment bodies worked together to ensure that
GBMW 2001 is an essential fixture in the
business calendar. The six bodies, all based
in the UK, are the Institute of Management,

certainly was properly planned and sched-
uled in order for the participants to gain
maximum benefits on being a dynamic
public speaker!” said Tam Shan Dean, a
participant from UM.

Helen Liu, a participant from Hong Kong
said that the Malaysian students were very
lucky to have such exposure on the impor-
tance of public speaking. “Communication
skills is indeed an essential tool to be suc-
cessful. Once you open your mouth your
mind is on parade! Thus you need commu-
nication skills in order to make yourself
look and sound great!”, she said.

The workshops ended with a presenta-
tion of awards for the Best Speaker for each
segment. Best Speaker for “Ice Breaker”
went to Aszmay Mahmood Yusof bin
Mohamed, Best Speaker for “Table Topics”
went to Tam Shan Dean and the Best
Speakers for “The Use of Vocal Variety” went
to Teh Leng See. Lee Swee Yun grabbed
two titles — Best Speaker for “Humour in
Speeches” and “The Importance of Body Lan-
guage” and for the main category, Best
Speaker for “Effective Presentation”, were
Mazrah Malek from UPM and Tam Shan
Dean from UM.

“Students of accountancy should no
longer be complacent and satisfied with

technical knowledge alone. They have to be
proactive and complement this with other
skills such as public speaking and presen-
tation skills in order to convince their em-
ployers and clients effectively”, said Nik
Roseli Mahmood, ACCA’s Head of Malay-
sia Affairs in his closing speech.

He further added, “You cannot expect to
develop public speaking skills overnight!
Skills have to be developed. The work-
shops provide basic theory and training for
public speaking. However follow up action
still depends on the students. Through the
workshop we hope to be able at the very AN

Harnessing Creativity to
Improve the Bottom-Line

the Chartered Institute of Personnel and De-
velopment, the Institute of Directors, The
Council for Excellence in Management and
Leadership and the Design Council.

GBMW 2001 got underway on 24 Septem-
ber with 28 events around the world focused
on ‘Harnessing creativity to improve the
bottom-line’. This was also the title of the
significant global research project released
during the week. This research is the first
of its kind to assess the role of creativity in
business success, with due regard to cul-
tural dif ferences between countries. It

presents assessments provided by 830 sen-
ior business and finance executives, many
of whom are members of CIMA, represent-
ing prominent organisations in five global
regions. These are Asia Pacific, the Middle
East, Latin America, the European continent
and the UK.

The results of this research were pre-
sented by Sopiah Suid, Divisional Director
of CIMA Malaysia Division, to more than
50 people who attended the Division’s
GBMW event on ‘Whole brain creativity
and its impact on your bottom-line’ on
Tuesday evening, 25 September 2001. This
was followed by an interesting presentation
by Dr. Peter Shepard, a specialist in whole
brain thinking and learning.

Dr. Shepard started the presentation by

“Never compartmentalise creativity. It has to be at the very centre of
the life of every organisation” — George Cox, Director General,
Institute of Directors, UK.
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Nik Roseli with some of the workshop participants

least, to initiate the ‘follow-up actions’ for
the participants to further improve them-
selves in public speaking.”

The workshop is the sixth in a series of
workshops organised for local university
accounting students as par t of a pro-
gramme to promote dynamic public speak-
ing. However this is the first time that such
a workshop included participants outside
Malaysia. The workshop organised by
ACCA Malaysia Sdn. Bhd. is to be used as
an example for other ACCA regional of-
fices on how to conduct a workshop for se-
lective groups.



Akauntan Nasional November/December 2001

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

C O L U M N S

About 80 Chief Financial Officers,
Finance Directors, Financial Con-
trollers and Chief Executives

turned up for an interesting two-hour talk
by Norman Lyle FCMA at the Bankers Club
on 12 October 2001. Lyle, the current Group
Finance Director of Jardine
Matheson Limited based in
Hong Kong and formerly the
President of CIMA (1997/98),
spoke on “Turning Strategy into
Reality — The New Role of the
Finance Director.” The talk was
organised by CIMA and is one
of its high profile CPD events for
the year 2001.

Lyle said that with a world
economy that is increasingly
focused on knowledge and in-
formation as invaluable com-
modities, it is inevitable that the
role of finance directors too
needs to be re-defined in order
to meet the challenges ahead.
In the future, it is anticipated
that the role of finance directors will evolve
away from their historical role as number
crunchers.

According to Lyle, “It is obviously im-
portant for finance directors to have an
understanding of their balance sheets so
that they have access to capital. Changes
ahead in this area will have more to do with
banks rather than companies of their Chief
Financial Officers (CFOs). Banks will be

driven towards fee-earning rather than
lending as their main activity. Margins on
bank lending will increase with the net ef-
fect of reducing choices for companies.
The effect on CFOs and Finance Directors
is that they now have to be good negotia-

tors and understand where to get access
to capital, particularly for business growth.
They will need to know the requirements
of mergers and acquisitions and regulatory
authorities. Treasury skills will assume
greater importance.”

It must be seen that finance directors in
the 21st Century will have expanded respon-
sibilities. Their influence within the organi-
sation will likewise increase. Therefore, the

asking the participants to list down, within
30 seconds, as many uses of a pencil as pos-
sible. It was interesting to note that out of 57
participants present, only one person could
list down at least 15 uses of a pencil! It cer-
tainly shows that most of us are not all that
creative! But do not despair; Dr. Shepard said
that all of us have some creativity in us and
we can learn to be more creative.

Creative individuals always say :

� “Let’s try and do it another way.”

� “I have an idea on how we can improve this.”

� “Let’s revise our procedures for handling
that.”

� “We need a new system for the department.”

� “I would like to improve the quality in
our area.”

Why is creativity a whole-brained activ-
ity? Dr. Shepard explained that absurd ideas
do not exist within our ordinary experience
(being ‘normal’). Yet that is what our right
creative brain can produce. With logic (our
rational and safekeeping left-brain), we give
reasons before we do something. In crea-

tive thinking, the reason is discovered after
the absurd, wild or crazy ideas come. Then
we use the logical left to judge.

When creativity leads to innovation (for
example, a new or better product), then a
company will gain or profit from this inno-
vation. A company that allows creativity to
flourish, and not stifle it, among its employ-
ees will find that ultimately, it can increase
its bottom-line. In this case, the leaders of
a company make a huge dif ference —
whether they stifle or encourage creativ-
ity among employees.

Role of the Finance Director
in the New Economy

issues that confront them will grow in pro-
portion to their increased capacity. One of
the key issues they will face is environmen-
tal or green reporting. Though this issue is
still at the infancy stage, Lyle foresees the
opposition to the subject growing “in stat-

ure, and organisations will have
to find effective ways of han-
dling it”.

In order to survive in today’s
borderless world where uncer-
tainty is a growing prevalence,
the finance director will be
expected to contribute to stra-
tegic and management think-
ing and to be more business-
like. He must also be seen as
a ‘people’ person, to be able to
ar ticulately communicate
sound business judgments to
his business team, investors
and owners.

The following are some of
the key characteristics of an
outstanding Finance Director

(FD) in the new economy, as outlined by
Lyle :

� The FD is second only to the CEO in
leading strategic thinking.

� The FD successfully carries out nego-
tiations in acquisitions and disposals.

� The FD is relentless in pursuit of cost-
efficiency.

� The FD builds relationships with in-

Guest speaker, Norman Lyle FCMA (left), receiving a token of
appreciation from Dato’ O. K. Lee FCMA

AN
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The ‘Tiger Woods’ of CIMA — Dato’ Haji Ali Yassin ACMA (left)
with Dato’ O. K. Lee FCMA, President of CIMA Malaysia Division

Enthusiastic CIMA golfers

AN

vestors and bankers, suppliers and
customers.

� The FD is an active influencer of de-
cisions.

� The FD has leadership and coaching
abilities.

� The FD keeps at the forefront of tech-
nical skills.

� The FD seeks to increase the company’s
competitiveness through IT manage-
ment.

� In the CEO’s absence, the FD would
be the natural leader.

The Jardine Group is a multinational
enterprise with businesses focused in the

Asia- Pacific region. The businesses in-
clude financial services, supermarkets,
consumer marketing, engineering and con-
struction, aviation and shipping, motor
dealerships, property and hotels. The
Group has an annual turnover in excess of
US$11 billion and employs more than
175,000 people in over 30 countries.

Management Accountants on the Green

For the second time, The Chartered Institute of Manage-
ment Accountants (CIMA) Malaysia Division organised
the CIMA President Challenge Trophy Golf Tournament.

The event was held at the Sultan Abdul Aziz Shah Golf Course in
Shah Alam recently.

At the crack of dawn, 42 ardent golfers consisting of CIMA
members and non-members gathered at the club to register for
the much-awaited tournament. The first tee off was at 7.45 am.
The participants were divided into two groups comprising of six
teams per flight. Surprisingly, it took only about five hours to com-

plete the 18-hole game.
Emerging as the grand winner was YBhg Dato’ Haji Ali Yassin

ACMA, Managing Director/CEO of Malaysian International Ship-
ping Corporation. He also defeated the current champion YM Raja
Dato’ Seri Abdul Aziz Raja Salim FCMA.

CIMA Malaysia’s President, YBhg Dato’ Lee Ow Kim FCMA,
was among those present to give away the prizes to the winners.
Not a golf player himself, Dato’ Lee shared a few golf jokes dur-
ing his short speech, which humoured everyone after the hearty
meal. No one left the tournament without a prize. The golfers
also had the chance to mingle during the games and lunch.

AN

CIMA’s New
Telephone and Fax

Number

The Chartered Institute of Management Accountants
(CIMA), Malaysia Division telephone numbers have

been changed to 8 digits.

Telephone

03-705 1591 (Old) to  03-7805 1591 (New)

Fax

03-705 1594 (Old) to 03-7805 1594 (New)

Fax (Student Services)

03-703 9404 (Old) to  03-7803 9404 (New)

The Chartered Institute of Management Accountants
(Malaysia Division)

123 Jalan SS6/12 Kelana Jaya
Urban Centre, 47301 Petaling Jaya, Selangor Darul Ehsan

www.cimaglobal.com
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Penang members were honoured
to have Des Pearson our National
President among the many

VVIP’s who attended the Conference. Des
had a role in leading CPA Australia’s show
in Penang as well as being the Guest of Hon-
our at the Grand Gala Dinner in the evening.

It was a young team (most below 30),
headed by our intrepid Conference Co-
Chairmen, Steven Teh and William Seen,
that put together the conference —
showcasing CPA Australia’s depth of crea-
tivity and managerial talent.

With six months of planning, naturally
the team had its share of fellowship, fun
and some concerns too. Will we achieve
the target attendance of 250? What about
sponsorship? Do we have the right balance
of topics and speakers … and so on.

Penang Takes Centre Stage
A big thank you to YAB Tan Sri Dr. Koh Tsu Koon, Chief Minister Penang, for

officiating the opening ceremony of “Navigating Through a Changing World”.

Then came the big day, and voila, eve-
rything fell into place. Not without nerv-
ous last minute checks and cross-checks
on the teams intercom set. And why not! It
was ‘full house’ with 300 delegates.

CPA Australia was on show in Penang!
And for the team — the Penang State Con-
ference Committee — it was the day for
which they had planned and worked for.

And then came the opening sequence.
The multimedia presentation came on, the
foghorn sounded, the lighthouse lit up, and
we were on our way “Navigating through
a changing world”.

The topics and speakers were all rated
very highly by 45 per cent of the delegates
who submitted the evaluation forms.

Tan Sri Ramon Navaratnam covered Ma-
laysia’s economic fundamentals from a lay-
man’s perspective, serious where he had to
be with the occasional light touch; Prof.
Chacko covered the highpoint of the confer-
ence :  the role of accountants in the man-
agement of high technology, challenging tra-
ditional paradigms for investment proposals
with unverifiable benefits; John Petty’s theme
of corporate leadership through effective

Fun and games at the Penang State Conference Gala DinnerThe Lion Dance at the opening ceremony of the Penang State
Conference Gala Dinner

L to R — CPA Australia Director International, Jim Dickson; Des Pearson;
YAB Tan Sri Dr. Koh; Albert Wong; Penang Working Group Coordinator,
Steven Teh and Malaysia Branch Vice President, William Seen

L to R — CPA Australia National President, Des Pearson; YAB Tan
Sri Dr. Koh and Malaysia Branch President, Albert Wong at a press
conference

Conference Speaker, Tan Sri Ramon
Navaratnam (left) and Viji Nair
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The accountancy sector received
another boost in the arm on 6 No-
vember 2001 when Universiti

Teknologi MARA (UiTM) and University
Malaya (UM) exchanged letters for mutual
recognition with CPA Australia Malaysia
Branch, at a ceremony held at the Pan Pa-
cific Hotel in Kuala Lumpur.

Representing the Malaysian universities
at the signing ceremony was YBhg Datuk
Ibrahim Abu Shah, Vice Chancellor of
UiTM and Branch President, Albert Wong,
who represented CPA Australia. Also
present was Professor Dr. Ibrahim Kamal,
Dean of the Accounting Faculty of UiTM
and Dr. Ng Kok Thye, Deputy Dean of the

Another Milestone For
 Accountancy in Malaysia

Accounting Faculty, UM.
With the mutual recognition status, ac-

counting graduates from both UiTM and UM
will be able to gain Associate membership
with CPA Australia, and pursue the CPA Pro-
gramme. This recognition will also give
graduates from Malaysian universities the
opportunity to gain an internationally recog-
nised professional qualification and enable
them to enhance their competitiveness as
envisaged by the Malaysian Government.

There are another four universities,
namely University Kebangsaan Malaysia,
University Sains Malaysia, University
Utara Malaysia and University Multimedia
awaiting recognition.AN AN

management accounting received top rat-
ings. For our young members, an absolute
treat came during the concurrent session
that covered the keys to advancement in
public practice. The presenter, Ng Peck
Hoon, made Partner of Deloitte Touche this
year, and was presented the keys to success
as someone who is an achiever.

And there was so much more. It was full
house during the afternoon sessions as well.

To crown this memorable event was the
Grand Gala Dinner, a time of celebration
with Des Pearson as the Guest of Honour.
Our young conference committee out did
themselves with this glittering event.

Once again thanks to Steven Teh and
William Seen, and a special appreciation
from members and the Editorial Board to
our young conference committee.

We will do it again!  The next time in Kota
Kinabalu, Sabah … the land below the wind.

The signing ceremony UiTM Vice Chancellor, Datuk Dr. Ibrahim Abu Shah and Malaysian
Chapter President, Albert Wong (right) exchanging letters of recognition

CPAs at the Top!

In conjunction with the long weekend
during National Day and with their An-

nual Dinner on 1 September, six members
braved the challenge of climbing Malay-
sia’s (and South East Asia’s) tallest moun-
tain — Mt. Kinabalu.

Through sheer determination and fit-
ness levels that most of us would envy, the
group consisting of Julia Lai, Kelvin Chen,
Khoo Hooi Suan, Ben Chung, Marble
Majanggan and Michelle Hew, made it up
successfully. Thanks to their efforts, the
CPA Australia flag is now firmly planted at
Low’s Peak (the summit) — the highest
point of the mountain at 4,095.2 metres
above sea level.

YPGs Taman
Negara Adventure

After the first sell-out Taman Negara
trip in March this year, the Young

Professionals Group organised another
outing of adventure and thrills, during the
recent National Day weekend.

The 53 participants who took part in this
trip were treated to many exhilarating adrena-
line-pumping activities including a night walk
to Tahan Hide, jungle trekking to Teresek Hill,
a trip to Lata Berkoh waterfalls and the awe-
some opportunity to shoot the rapids.

The trip also afforded the participants
involved, a wonderful networking oppor-
tunity — not only between members, but
also between members and staff of Malay-
sia Branch.

Annual Dinner in KL

It was that time of the year again for
members in the Klang Valley to forget the

pressures of deadlines and work at the 7th An-
nual Dinner and Welcome to Des Pearson,
National President, held on 15 August at the
Shangri La Hotel, Kuala Lumpur.

Members were promised a night of great
food, excellent prizes as well as fun and
laughter with renowned entertainer Helmi
& The Gimmicks; the 350 who attended
were not disappointed as they relived the
era of the swinging 60’s!

The highlight of the evening was the
presentation of the President’s Award to
the founding architect and president of Ma-
laysia Branch — Yue Sau Him, for out-
standing contribution to CPA Australia and
to the accounting profession. ANANAN

CPA NEWS IN BRIEF
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LETTER OF ENGAGEMENT FOR TAX AGENTS
This technical bulletin has been
developed to provide a forum for
members to discuss proposals
and guidance to assist them in
their tax engagement work.

We would like to take this op-
portunity to invite you to com-
ment on the technical bulletin.
Please submit your comments,
views and opinions in writing
to the Institute by 19 February
2002 for the attention of Johnny
Yong or Janet Leong at 03-2274
1783 (fax) or via e-mail :

T E C H N I C A L  B U L L E T I N S

C O L U M N S

rently, under the provision of the Income
Tax Act, 1967, the revision needs to be
made in the 6th month of the basis period
for that YA.

Complete the tax returns for each YA
based on the information provided, submit
these together with your tax computation
and audited accounts to the IRB within the
tax filing deadline i.e. within six months
from the date following the close of the
Company’s financial year end or an ex-
tended time frame where permitted.

The income tax computation will be for-
warded to you for perusal, comments and
approval prior to submission to the IRB to-
gether with the return form and audited
accounts.

3 In addition, we could offer
the following services, upon
your request, at fees to be
mutually agreed upon :

(a) We could assist you in preparing a pro-
visional tax computation based on
your forecast results for the relevant
financial years for the purposes of
computing the estimated tax payable
for YA 2001 and subsequent years un-
der the self assessment system (SAS);
and

(b) Under the SAS, the tax returns may be
subject to field audit by the IRB. Where
an audit occurs, your Company may be
requested to produce documents, ac-
counting records or other evidence to
support the income tax returns lodged.
In this context, we could assist you in
attending to the IRB’s queries.

Company’s Responsibility
Pursuant to this Engagement
The responsibilities for the compliance

of the provisions of the Income Tax Act,
1967 lies with the Board of Directors of the
Company and as such, the Company
should appreciate that our duties could
only be performed at the instruction and
the consent of the directors.

We cannot be held responsible for any
consequences arising from any delay or
refusal on the part of the directors/Com-

johnny@mia.org.my or janet@
mia.org.my respectively. If
deemed appropriate, they
will be used for developing the
proposed Recommended Prac-
tice Guide in respect of the
above.

Note :  The Technical Bulletins issued are to
be regarded as opinions on best current prac-
tice. However, the opinions in the Technical
Bulletins are not the official opinions of MIA
nor its Council. Any views and opinions are
provided gratuitously and without liability.
Neither the Institute, its Council or any of its
Committees nor its employees shall be re-
sponsible or liable for any claims, losses, dam-
ages, costs or expenses arising in any way or
in any connection with any persons relying
upon such information or opinions.

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○

LETTER OF ENGAGEMENT — TAXATION SERVICES

Date

Board of Directors
Sample Berhad
Address

Dear Sirs,

Re :  Appointment as Tax Agent

We would like to thank you for appoint-

ing our firm as your tax agent as of ............

and we are pleased to confirm our accept-

ance and set out below our understanding

of the terms of this engagement for our

mutual benefit.

The primary responsibility for ensuring

that the information provided to the In-

land Revenue Board (IRB) is complete

and accurate rests solely with the Com-

pany. As your tax agent, our functions are

not set out in the Income Tax Act, 1967

but primarily our duties are compliance

in nature and as such, we will undertake

the following :

1 Year Of Assessment (YA)
2000 Current Year Basis

Complete the tax return based on the
information provided and submit it to-
gether with your tax computation and au-
dited accounts to the IRB within the tax
filing deadline i.e. within eight months
from the date following the close of your
Company’s financial year end.

The income tax computation will be for-
warded to you for perusal, comments and
approval prior to our submission to the
IRB together with the return form and au-
dited accounts.

2 Year Of Assessment 2001 and
Subsequent Years (Current
Year and Self Assessment)

Obtain from you, your estimated tax
payable for YA 2001 and subsequent years
to be furnished to the IRB in the pre-
scribed form not less than 30 days before
the commencement of the relevant basis
period for that YA, or any other time frame
as prescribed by the IRB and to revise
these estimates if you so require within the
time frame as prescribed by the IRB. Cur-
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pany to sign relevant documents or to ad-
vise us of transactions and information
necessary for the proper performance of
our duties.

We wish to highlight for your attention
that it is not within the scope of our duty
or responsibility as your tax agent to verify
the accuracy and correctness of the infor-
mation and documents provided to us for
the purposes of your submission. As your
tax agent, we are not responsible for any
understatement of tax liability of the Com-
pany for Year of Assessment 2000 (Cur-
rent Year Basis) and subsequent years
due to incomplete and/or inaccurate and/
or incorrect information/documents pro-
vided to us in the preparation of the tax
returns and tax computations. As your tax
agent, we are also not responsible for the
insufficiency of relevant documents to
support or explain the claims of expenses
and allowances made in our tax computa-
tion.

We need to stress that the payment of
tax due for each year of assessment is the
responsibility of the Company and we can-
not be held responsible for the delay in the
raising of notices of assessment or receipt
thereof. We will however advise as to the
amounts of corporate tax to be paid and
the dates by which the Company should
make the payments and if appropriate, we
will initiate repayment claims when tax
appears to have been overpaid.

Professional Indemnity
Now, in consideration of us agreeing to

act, you hereby agree to indemnify and
release us, Messrs. ………………………
and its personnel from any claims, liabili-
ties, costs and expenses relating to our
services under this engagement except to
the extent determined to have resulted
from negligence or intentional and delib-
erate misconduct of our tax personnel.

Because of the importance of the man-
agement’s representations to the ef fec-
tive performance of our services as your
tax agent, you will release Messrs.
……………………… and its personnel
from any claims, liabilities, costs and ex-
penses relating to our services under this
engagement attributable to any misrep-
resentations in the engagement referred
to herein.

Retention Of Records
During the course of our work, we will

collect information from you and others
acting on behalf of the Company and will
return any original documents to you fol-
lowing preparation of the Company’s re-
turn.

Whilst certain documents may legally
belong to the Company, we intend to de-
stroy correspondence and other papers
that we store which are more than 7 years
old, other than documents which we con-
sider to be of continuing significance. If you
require retention of any specific document,
you must indicate the fact to us.

Fees
Our fees, which can be invoiced as work

progresses shall include all disburse-
ments and other out of pocket expenses
(as well as a five per cent service tax,
where appropriate). The basis in arriving
at the fees charged are dependent upon
the degree of responsibilities and skill
involved and the time necessary occupied
on the work and subject to our review
from time to time. Our invoices are pay-
able on presentation.

In dealing with correspondence from
and communication with the IRB regard-
ing your company’s tax matters with the
view to reaching an agreement and finali-
sation of your tax affairs for each YA and
revising the tax computation based on your
forecast results for the purposes of com-
puting and revising the estimated tax pay-
able for the relevant YA, separate fees will
be charged.

We reserve the right to charge interest
at x per cent per annum in the case of over-
due accounts. We may choose to terminate
our engagement and cease acting if pay-
ment of any fees billed is unduly delayed.
However, it is not our intention to use these
arrangements in a way which is unfair or
unreasonable.

Regulatory Requirements
We reserve the right to disclose our files

to regulatory bodies in the exercise of their
powers.

Others
We are also pleased to provide at your

request tax consulting services which may
include advice on the likely taxation con-
sequences of proposed transactions and
the selection of the most appropriate
method of structuring and reporting trans-
actions and the overall review of your cor-
porate structure from the taxation point of
view particularly in the light of legislative
changes with a view to the legal minimisa-
tion of taxation. Such consulting work rep-
resents a separate assignment and will be
chargeable at time costs on rates to be
agreed upon.

Agreement of Terms
This letter which supersedes any previ-

ous engagement letter for the similar pe-
riod covered will remain effective for fu-
ture years unless we advise you of any
changes in our arrangement or vice-versa.
You or we may vary or terminate our au-
thority to act on your behalf at any time
without penalty. Notice of variation or ter-
mination must be given in writing.

Please sign and return the attached copy
of this letter to indicate that it is in accord-
ance with your understanding of our en-
gagement.

If the contents are not in agreement with
your understanding of our terms of engage-
ment, we shall be pleased to receive your
further observations and to give you any
further information as you require.

Yours faithfully,
XYZ Taxation & Co.

……………………………………………

Acknowledged, and in full agreement
with the terms of engagement between
both parties relating to your appointment
as tax agent as set out above.

……………………………………………

For and on behalf of

Name :

Date :
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Incorporation
and Aim

The Malaysian As-
sociation of Account-
ing Administrators
(MAAA) was incorpo-
rated in 1990 with lim-

ited liability under Section 16(4) of the Compa-
nies Act, 1965 in recognition of the two-tiered na-
ture of the accountancy profession. MAAA (pre-
viously known as Malaysian Association of Ac-
counting 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 (2001 Term)
Elected Members
Izhar Abd Kahar (President)
Koo Yew Fook, Allan (Vice President)
Chin Wah Yin
Hanapi Rasol
Kasim Darus
Lim Ah Leck
Low Han Men, Aric
Mahadevan s/o Gengadaram
Mok Kam Seng
Panneer Selvam
YM Raja Noorhana bt Raja Harun
Wong Chee Kheong
Yong Yoon Kee

MIA Nominated Members
Abdullah bin A. Rasol
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

TAX EVASION AND TAX AVOIDANCE

M A A A

Report by Thane Meyyappan; Photographs by Norzainah Mokhtar

T hinking of avoiding or evading tax? What happens if we avoid or evade tax?
Tax Evasion is illegal and thus a criminal offence. Taxpayers who use illegiti-
mate ways and knowingly conceal their income by falsification of returns and

accounts are known as tax dodgers. The situations under which a person is found
guilty of evading tax are prescribed under Section 114(1)(a) to (f) of the Income Tax
Act, 1967. This provision states that any person who wilfully and with intent to evade
tax or assist any other person to evade tax will be adjudged to be doing so when :
� omitting income from a return;
� making a false statement or entry in return;
� giving a false answer orally or in writing;
� preparing, maintaining or authorising the preparation or maintenance of false accounts;
� falsifying or authorising the falsification of accounts; and
� making use or authorising the use of any fraud, artifice or contrivance.

On the other hand, tax avoidance is generally legitimate so long as no laws are
violated and transactions are bona fide. A difficult distinction to draw is that between
unacceptable tax avoidance and acceptable tax planning. Section 140(1) of the In-
come Tax Act, 1967 contains the main anti-avoidance provisions. It states that :

“The Director General, where he has reason to believe that any transaction has
the direct or indirect effect of :
a) Altering the incidence of tax which is payable or suffered by or which would

otherwise have been payable or suffered by any person;
b) relieving any person from any liability which has arisen or which would other-

wise have arisen to pay tax or to make a return;
c) evading or avoiding any duty or liability which is imposed or would otherwise

have been imposed on any person by this Act; or
d) hindering or preventing the operation of this Act in any respect;
may, without prejudice to such validity as it may have in any other respect or for
any other purpose, disregard or vary the transaction and make such adjustments
as he thinks fit with a view to counter-acting the whole or any part of any such
direct or indirect effect of the transaction”.

The above report is an excerpt from the Association’s last Evening Talk for the year
which was held on 1 November 2001 entitled “Tax Evasion, Tax Avoidance”. Certainly, a
very hot topic in recent times especially with the implementation of a Self-Assessment
System of Taxation in the country. It was presented by Clements V. I. Joseph, who gave
some valuable insights into the important issues involved to about 50 participants present.
The speaker, a Tax Manager with Ernst & Young Tax Consultants Sdn Bhd, handles tax
compliance and advisory matters of multinational corporations in various industries.

The next MAAA Evening Talk will be held in March 2002. Members will be in-
formed of the details once they are finalised.

The Association would like to take this opportunity to thank all its members for
their unwavering support and also to wish them :

Selamat Hari Raya, Merry Christmas and a Happy New Year.

The speaker
for the
evening,
Clements is
all ears to a
question
posed to him
by a member

AN

Members of the
 Association

receiving
interesting
tips on Tax
Avoidance,

Tax Evasion
and Tax

Mitigation
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IEG 11 Focus Group Meeting

A
s an active project of the IFAC EDCOM, the ongoing develop-
ment of IEG 11 (Information Technology for Professional
Accountants) took a step further with the involvement of

developing nations. At the recent IFAC EDCOM Meeting in Budapest
in August 2001, it was agreed that Malaysia will hold a focus group to
review the competencies and obtain examples of the types of work
experience trainee accountants gain in the IT field, so as to determine
whether the competencies were appropriate and can be used to deter-
mine whether a candidate complied with the required competencies.

Organised by the Malaysian Institute of Accountants, the IEG 11
Focus Group Meeting was held on 17 October 2001 at the Westin Plaza
& Westin Stamford, Singapore and had the participation of 15 repre-
sentatives from the ASEAN region, who were at the same time attend-
ing the AFA Conference.

Malaysia was represented by Dato’ Abdul Halim Mohyiddin who is
the IFAC EDCOM Malaysia Voting Representative, Nik Mohd
Hasyudeen Yusoff, MIA Council Member, Ho Foong Moi, MIA’s Execu-
tive Director and MACPA’s Executive Director, Tan Shook Kheng who
is also the IFAC EDCOM Technical Adviser. Two other Malaysians were
also present at MIA’s invitation — Dr. Cheng Ming Yu, Head of the Eco-
nomics Unit at Multimedia University and Patrick Ow, Manager of In-
formation Risk Management, KPMG who contributed to the discussion.
The other country representatives were Prof. Roger Debreceny, John
Chin, Gerard Tan (Institute of Certified Public Accountants of Singa-
pore); Nancy Quek (Andersen Singapore); Paitoon Taveebhol (Institute
of Certified Accountants & Auditors of Thailand); Sanya Praseuth and
Davone Prachanhavong (Accounting Department, Laos Ministry of Fi-
nance); U Win Thin (Office of the Auditor General, Union of Myanmar)

Facilitated by Ross Midgley, the ACCA UK’s Director of IT and Fi-
nance and Susanna Lim, the Director of Risk Consulting, Andersen
Malaysia, the group’s main objective was to review the exposure draft
of the IEG 11 with particular reference to readability and structure,
content and detailed appendices dealing with competencies. The group
categorised themselves into three market sectors namely, practitioner,
educator and member body representative and four roles viz., user,
manager, designer and evaluator.

With regards to the readability and structure of the Guideline, the
group felt that the main body of the IEG 11 was appropriately struc-
tured and user-friendly while the appendices were felt to be too lengthy
and difficult to read. Hence, they felt that substantial reductions to the
appendices were both desirable and achievable. Moreover, a broad con-
ceptual understanding of IT at the pre-qualification stage should be
more appropriate, rather than making references towards ‘mastery’ of
a topic. The group then proposed alternative solutions to the topics on
pre and post qualification knowledge and competencies. On the lengthy
appendices, the group offered two possible solutions :  focus on high
level ‘units’ of competence rather than the ‘elements’ into which the
units were analysed and then prioritise among the units. The group
then proceeded to rank the evidence items of competencies as me-
dium or high relevance.

The result of the Focus Group Meeting was then sent to the IFAC
EDCOM. AN
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