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

CONTRIBUTION OF ARTICLES

The Akauntan Nasional welcomes original and previously unpublished contributions which are of inte-
rest to accountants, executives and scholars. Manuscripts should cover domestic or international account-
ing developments. Lifestyle articles of interest to accountants are also welcomed.

Manuscripts should be submitted in English or Bahasa Malaysia and range from 2,500 to 5,000 words
(double-spaced, typed pages). They should be submitted in hardcopy and diskette (3.5 inch) form in Microsoft
Word or Lotus Wordpro. Manuscripts are subject to a review procedure and the Editor reserves the right to
make amendments which may be appropriate prior to publication.

Letters to the Editor
A key element in the world of publishing is what readers have to say.

We want to hear from you on just about anything that appears in
each issue of Akauntan Nasional. Why not drop us a line now?
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The Malaysian Institute of Accountants  is a statutory
body set up under the Accountants Act, 1967 to regulate
and develop the accountancy profession in Malaysia.

The functions of the Institute are, inter alia :

(a) To regulate the practice of the accountancy
profession in Malaysia;

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

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

(d) To determine the qualifications of persons for
admission as members; and

(e) To approve, regulate and supervise the conduct of
the Qualifying examination.
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AN

As the Malaysian economy develops and matures, there will be a higher degree of sophis-
tication in the activities of the various economic sectors such as the accountancy profes-
sion. Such sophistication is catalysed by the advancements in technology and knowl-

edge, and in the rapid innovation and research breakthroughs.
Increasingly members of our profession who provide the relevant supporting and comple-

mentary services, play an important role, in bringing new ideas and approaches to sectors of
the economy.

With the advent of the New Economy, which is significantly more knowledge-based and knowl-
edge-intensive, our profession must keep abreast of any development and innovation affecting
their work and in particular, to be able to assist trade and industry to make the transition to
knowledge-based operations. To do this effectively, the accounting graduates must be adequately
equipped with the relevant new knowledge and skills, and to be benchmarked against global
standards.

As Malaysia continues to-vie for and attract foreign direct investments particularly in the
high technology and skill intensive areas, and as the country evolves into a regional hub for
many economic activities, it is important for accountants to be equipped and made familiar with
the rules and regulations on a global basis.

This means that there must be an on-going exercise in capacity building and the exposure to new
professional experiences and skills. Increasingly, academic and similar qualifications will be lesser
components of the professional’s curriculum vitae. The market would demand that they have ad-
equate understanding of global business so that they can provide the widest possible range of serv-
ices in the profession’s spectrum. The market is no longer constrained by the national boundary but
is becoming more global.

Therefore it is important that today’s graduates strategize early to chart their future learning
and skills enhancement plans. Of importance, is to have the right attitude towards self-develop-
ment and to be motivated enough to want to learn anew.

Some people say that education is a lifelong process. While that is true, sometimes the market
and the situation cannot wait for someone to take a lifetime to learn. Some situations require an
extremely short learning curve in order not to be marginalised by the competition. And other situ-
ations require intensive absorption of new and basic knowledge and skills that enable the individu-
als to hold their own for the rest of their lifetimes.

Still, new knowledge and new elements will evolve over time, many of which can radically
change old and previous ways of conducting business. The newer generation of professionals
must be quick on the uptake, of these changes and innovation, so that the relevant professions
can continually be infused with the new elements and thereby remain dynamic and relevant.

Not forgetting, as we gain another year of national maturity, we should take cognisance of
the reality that united we prevail, divided we fall. What we are celebrating is unity in diversity.
Each year our national monuments and icons grow in number, variety and function. Each year
during National Day, we have the opportunity to review the substance of our nationhood in all
fields. And what of the substance of our nationhood in education? We must ponder on how to
act boldly and effectively to further ensure national integration and unity. As a nation under one
flag, we are bonded by common historical memories and inspired by a common vision. Based
on our collective national accomplishments, we can take pride in our nation with all its glories
and failings. Resolve to meaningfully contribute towards nation-building initiatives and in so
doing, contribute towards civilisation-building.

Editor

Globalisation and the
Accountancy Profession
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AKAUNTAN MALAYSIAINSTITUT

VISION AND
MISSION

MIA’s Vision

• To be a globally recognised

and respected business

partner committed to

nation-building

MIA’s Mission

• To develop, support and

monitor quality and expertise

consistent with global best

practice in the accountancy

profession for the interest

of stakeholders

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

MIA BRANCHES

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

State : Melaka
Location : Melaka
Chairman : Lee Hin Kan

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

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

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

State : Perak
Location : Ipoh
Chairman : Soo Yuit Weng

State : Sabah
Location : Kota Kinabalu
Chairman : Alexandra Thien

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

MIA CENTRES

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

State : Kelantan
Location : Kota Bahru
Chairman : Billy Kang

State : Terengganu
Location : Kuala Terengganu
Chairman : Su Lim

PRACTITIONERS’ EVENING TALK
CALLING ALL PROPRIETORS & PARTNERS OF

NEWLY SET-UP NON AUDIT FIRMS

FACTS AND FIGURES
Ratio of Companies to Audit Firms, by State

STATE      AUDIT NO. OF
COS REGISTERED WITH ROC*       FIRMS      COS. TO

  Local       Foreign       Total     (AF) #  ONE AF@

Perlis 758 0 758 0 n.a
Kedah 13,136 3 13,139 22 597
Pulau Pinang 36,832 70 36,902 98 377
Perak 29,639 10 29,649 57 520
Selangor 94,525 170 94,695 230 412
N. Sembilan 10,001 1 10,002 19 526
Melaka 11,622 7 11,629 31 375
Johor 52,817 62 52,879 114 464
Pahang 9,342 6 9,348 14 668
Terengganu 5,891 5 5,896 12 491
Kelantan 7,196 5 7,201 10 720
Kuala Lumpur 223,272 1,015 224,287 492 456
Labuan 917 1 918 2 459
Sabah 35,080 34 35,114 74 475
Sarawak 33,846 25 33,871 76 446
Total 564,874 1,414 566,288 1,251 453

Note :

* Companies registered
with the ROC as at end
January 2002

# Audit firms registered
with MIA as at 23 April
2002

n.a. not applicable

@ Figures have been
rounded to the nearest
unit of one

ERRATA “Merge, Acquire and Prosper”, Akauntan
Nasional, July 2002, p. 16.

Data figures from Kedah, Johor, Sabah and Sarawak were mistakenly printed in error and the
footnote for the table was inadvertently ommitted. The correct table appears as follows with the
correct data figures highlighted in red. We sincerely apologise for the error.

NOTICE TO ALL MEMBERS

Please be informed that the 2002/03 State-
ment/Payment Advice for the Annual Sub-

scription and Practising Certificate Fee (for
members in public practice) has been sent out
to all members in the first week of July 2002.
Members who have not received the said State-
ment by end of July 2002 are requested to write
in to request for another copy of the Statement.

The Institute wishes to inform that the Council
has resolved to remove from the register of mem-
bers those members who do not settle the out-
standing Annual Subscription by 31 December
2002. Accordingly, all members are reminded to
settle their Annual Subscription before 31 Decem-
ber 2002. A readmission fee of RM500 will be im-
posed on members who seek readmission. AN

Of late, the Institute has seen keen interest
among members to set-up non-audit

firms. As such, we would like to take this op-
portunity to meet up with all proprietors and
partners of such entities to understand how
the Institute can serve you better. Those of
you who are interested in attending this ori-
entation session, please give your names and

contact telephone numbers to the staff in the
Practice Matters Department namely Janet
Leong (Ext. 250) and Sharon Koh (Ext. 125).
As places are limited, it will have to be on a
first come first serve basis. This session is
organised by the Institute on a “free of
charge” basis. The venue and date of the ses-
sion are provided herein :

VENUE : Main Boardroom DATE : Friday, 1 November 2002
Dewan Akauntan
No. 2 Jalan Tun Sambanthan 3 TIME : 5.00 p.m.    (2 hours of session)
Brickfields 50470 Kuala Lumpur

AN

AN
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According to the Strategic
Visioning Workshop in Octo-
ber 2001, the Malaysian Insti-
tute of Accountants (MIA) is a

regulatory body with professional functions
over its members. Over the years, the Insti-
tute has strived to create a high degree of
public confidence through the insistence on
setting and maintaining high professional
standards among its 18,000 members. Nev-
ertheless, the rapidly changing business
environment in which people are operating
in the new millennium has placed even
stronger expectations among the business
community on the accounting profession in
Malaysia. More importantly, the reliance
placed on MIA as a self-regulatory body will
inevitably be questioned and as a conse-
quence, it is vital for the Institute to reassure
the public and government that the high
standards of the accountancy profession are
being constantly monitored and maintained.

As a means to developing our members’
professional work standards, Practice Review
is being viewed as a suitable mechanism to
achieve such an aim. With this as an objec-
tive, it is obvious that the programme will be
educational in nature at least in its initial cy-
cle and not intended to be punitive in nature.

What is Practice Review?
In broad terms, auditing is a systematic

MIA PRACTICE REVIEW FRAMEWORK
Calls For Comments

Q UA L I T Y  A S S U R A N C E

process of objectively obtaining and evalu-
ating evidence on assertions about an en-
tity’s economic actions and events. It as-
certains the degree of correspondence be-
tween those assertions and established cri-
teria and communicates the results to the
interested users. Users of financial state-
ments in most circumstances will not have
access to firsthand knowledge about the
organisation and thus, depend on the opin-
ion of independent auditors which give jus-
tified credibility to the financial statements.
As such, the quality of an audit is funda-
mental to ensure that accurate, complete
and unbiased audited statements are used
for decision-making by the users.

Just as auditing is carried out in compa-
nies to determine the state of their finances
and operating procedures, Practice Review
is a process in which the activities of a pro-
fessional are audited by members of the
same profession. Specifically, it is a proc-
ess in which the standards and procedures
(as opposed to professional judgment) of
a practising unit are assessed by members
of the same profession.

Practice Review consists of two compo-
nents :  the first is a study and evaluation
of the quality control systems of the firm
under review while the second relates to
the testing of the firm’s compliance with
its quality control procedures. Practice

Review determines whether a practising
unit’s system of quality control provides
the practice with reasonable assurance of
its conformity with professional standards
from partner to partner.

Why is Practice Review
Necessary? What are its Benefits?

Practice Review is necessary for the fol-
lowing reasons :

a) Greater Confidence by the Business
Community in the Profession
The business community has the right

to expect that the accountant in public prac-
tice is carrying out professional work of a
high standard. In addition, users of finan-
cial statements should be assured of a uni-
form professional standard whenever they
see an audit or accounting report signed by
a practising member. A Practice Review pro-
gramme with emphasis on education and
professional development is considered es-
sential to maintain and enhance public con-
fidence in accountants in public practice.

b) The Need for Self-Regulation
The Institute has, in the past, been piv-

otal in the setting and adoption of various
accounting and auditing standards and
guidelines whether through its own initia-
tive or through the collaboration with other
professional bodies. However, the adher-
ence to such standards and guidelines are
rarely subject to monitoring by the Insti-
tute apart from the financial statement re-
view which, due to its scope of work, is only
limited to the compliance in the area of
presentation of the financial statement.

In view of the current trend by many
statutory bodies such as the Securities
Commission or the Companies Commis-
sion of Malaysia to beef up their compli-
ance and surveillance division, the Institute
can take a proactive role to implement
Practice Review before other regulatory
bodies decide to take over the very role
entrusted to the Institute, i.e. to regulate
the accountancy profession in Malaysia.

c) Obligation for Standards
The profession has an obligation to con-

The Institute has, on 26 July 2002, approved a framework for the
implementation of a quality assurance review programme in Malaysia.
As a start, the review will cover all audit firms over a five-year cycle.
The targeted date of implementation is on January 1,  2003.  Members
are encouraged to take this opportunity to comment on the framework
given below . The Strategic Working Group overseeing the
implementation of the Practice Review programme will undertake to
peruse through your comments, views and opinions where appropriate
in finalising the framework prior to its implementation. All comments,
views and opinions must reach the Institute by Friday, 13 September
2002. These comments, views and opinions can be forwarded to us via
fax at 03-22741783 or through e-mail at johnny@ mia.org.my or
janet@mia.org.my
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tinue to improve its standards on profes-
sional work. The Practice Review pro-
gramme will emphasise on helping mem-
bers to raise their work standards. It will
be a constructive exercise designed to en-
hance the overall professional develop-
ment of members in practice.

The reputation of all members will be held
in high esteem when Practice Review is op-
erating because the Institute will be demon-
strating its continuing ability to act responsi-
bly by monitoring the appropriate work
standards. The possible intervention by
other regulatory bodies such as the Securi-
ties Commission can then be minimised.

With the improvement of standards, the
resultant effect will invariably be an improve-
ment in the efficiency of performance. This
in turn would contribute towards the profit-
ability of member firms in the long run. In
addition, the competitiveness of the whole
profession will be properly leveraged
through the adoption of the minimum accept-
able work standards among member firms.

[Experiences in Hong Kong and re-
cently, in Singapore have indicated that the
benefits are significant. The image of the
practising accountants (or certified public
accountants as being known in these coun-
tries) in the eyes of the business commu-
nity are greatly enhanced as the main us-
ers of the financial statements will be con-
stantly reminded about the Practice Review
programme being put in place.]

When Should the Practice
Review be Implemented?

The Strategic Working Group for Practi-
tioners (SWGP) are of the view that it is
timely to consider the implementation of
this programme now. This is mainly due
to various events overseas which have
highlighted the pressing need for a qual-
ity monitoring mechanism, Enron case not-
withstanding. The setting up of the Forum
of Firms to monitor the quality of work of
firms involved in the audit of companies
listed in a reputable stock exchange on a
worldwide basis is one of the various ini-
tiatives that is moving towards this direc-
tion. In addition, regional bodies such as
the Confederation of Asia Pacific Account-
ants (CAPA) has recently started a proc-
ess to consider the factors for the imple-
mentation of quality monitoring mecha-

nisms in various member countries. An-
other reason for the push to implement
Practice Review in Malaysia is a follow up
to the request of MIA members. A vote was
taken at the Institute’s EGM in mid-1999
where two-thirds of its members had voted
for the implementation of this programme.
With such encouraging support from its
members, the Institute is in the best posi-
tion to kick-start such a programme, albeit
a delay of three years since the 1999 EGM.

The intention of the SWGP is to announce
the framework for the implementation of the
Practice Review in early July 2002 follow-
ing the endorsement by the Executive Com-
mittee (Exco) of MIA in late June 2002. Fol-
lowing the announcement to all our practis-
ing members, a public hearing can be or-
ganised to accommodate feedback from
members before the actual programme can
be implemented by 1 January 2003. Be-
tween July 2002 to January 2003, a pilot pro-
gramme involving member firms which
have volunteered for the programme to be
reviewed can be carried out to fine-tune the
Practice Review programme along the way.

Who is to be Subjected to Review?
At the initial stage of Practice Review, only

audit firms and their branches will be sub-
jected to review. However, a significant
number of the SWGP members have voiced
the support to expand the scope of the Prac-
tice Review to cover non-audit firms regis-
tered with MIA providing other types  of
public practice services within 6 months of
the launching of the initial Practice Review
programme. Although this is in no doubt
an ambitious target, it is not the intention of
MIA to rush into extending the implemen-
tation of Practice Review to other spheres
of public practice. The Institute will ensure
that any expansion of the scope of Practice
Review will be guided by the readiness of
its members who are practising in areas
other than auditing as well as the availabil-
ity of such resources within the Institute to
carry out these extra review assignments.

As our initial emphasis is on audit prac-
tices, partners of any audit firms who are
not involved in audit will not be subject to
the Institute’s quality monitoring pro-
gramme under the Practice Review follow-
ing their statutory declaration in an accept-
able format. Although it is not envisaged

that all partners in audit of a firm being sub-
ject to Practice Review will be reviewed in
the Practice Review process, the process
of detailed review at the stage of individual
audit assignment files should nevertheless
be representative of the operations of the
firm on an overall basis.

It is expected that audit assignment files
that are being selected will not be current
in nature (it should at least have been com-
pleted for more than six months from the
date of the review) to avoid any sensitive
information from being made available to
the reviewer in most circumstances.

Who Should be the One
Conducting the Review?

Following the vote at the EGM in 1999,
more than two-thirds of MIA members
have voted for Practice Review rather than
Peer Review. In this respect, it would be
envisaged that the person to conduct the
Practice Review should be employed by
MIA as opposed to Peer Review where the
firms can choose their own peer to review
the quality standing within such firms.

However, to alleviate the budget con-
straints that come with this programme, MIA
will consider the use of a panel of reviewers
to operate on a parallel basis vis-à-vis the Prac-
tice Review manager(s) engaged by MIA at
least on an initial basis. In any event, firms
are not allowed to choose their own reviewer
either in-house or among the panel of ap-
proved reviewers. The Institute will decide
on the reviewer for each firm that has been
selected in the process. The panel of review-
ers engaged for the Practice Review pro-
gramme will also be required to forward the
necessary report to MIA on the quality stand-
ing of the said firm being reviewed in the
same manner as that of the Practice Review
managers employed by MIA.

The challenge to ensure consistency of
the standards of review is a major area the
Institute will need to manage between
these two groups of reviewers, i.e. in-house
and external.

How will the Process
be Conducted?

A firm that is selected for review will be
informed whether it will be reviewed by a
manager employed by MIA or by another
firm (i.e. its peer) appointed by MIA. The
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 Notify firm of selection

  

   

   MIA will decide on the reviewer 

(either in-house or through a panel) *

 Reviewer to send out questionnaires

A

B

Both the CIQ & IQCQ 

are returned 
 
 

 Evaluate the state of internal 

controls through IQCQ 

 Arrange for the carrying out 

of a  "compliance test" * 

B

C

Communicate to firm the no. 

of files selected for review 

Only the CIQ is returned 

Profiling

of firms

to confirm

the existence

of internal 

controls

Initial meeting (optional)

On receipt of questionnaires,they should be 

completed before they are sent back to the 

reviewers (time to respond = 2 weeks) #   

AN

choice of the peer selected is not subject
to the dictates of the firm being reviewed
unless a very strong reason can be given
by the firm to demand for an alternative.

It is envisaged that firms that are to be
reviewed will be given a notice of not less
than six weeks of the review visit. It is pro-
posed that the selection process of the firm
subject to Practice Review shall be vested
with the Registrar of MIA via the use of a
random table number generated by com-
puters. In the event that the specified date
is unsuitable (perhaps unusually busy for
the practice), an agreed alternative date
will be fixed but it should not exceed three
months from the date of the initial notice.

It is intended that all audit firms will be
subjected to a review at least once every
five years. As the Institute intends to adopt
a flexible approach towards this implemen-
tation, for the first 12 months with effect
from 1 January 2003 after the introduction
of the Practice Review process, any prac-
tice selected for review will have the op-
tion of deferring the review visit until the
following year. This will enable the practi-
tioners to instigate the necessary quality
controls in their own practice.

The details of the programme from the
initial notification stage up to the delibera-
tion of the Practice Review Committee are
tabulated in the Appendix.

How is the Funding of this
Programme being Met?

The majority of the SWGP members have
suggested that the Institute should finance
this programme through its own internal
resources unless the Institute can demon-
strate that it is unable to do so. However,
this may not be acceptable to the rest of the
MIA members since, in the 1999 EGM,
members agreed to the Practice Review pro-
gramme with the condition that the firms
being reviewed should bear the cost of the
review. In addition, the practitioners consist-
ing of less than 30 per cent of MIA’s total
membership at present should not be
“funded” by the other two-thirds of the In-
stitute’s members; hence the argument to
use the internal resources of the MIA for
such a programme is untenable.

As such, it would appear more equitable
that a reasonable charge should then be lev-
ied for each review regardless of whether
the reviewer is a staff of MIA or one of the
peers nominated by MIA. An appropriate
hourly rate can be formulated by the Insti-
tute in relation to the overall costing as com-
puted by MIA under the Practice Review
programme. Naturally, these charges
should be reviewed on a periodic basis. As
an indication, in Singapore, the rate of the
review is about S$200 per hour.

With the introduction of the hourly rate by

P R A C T I C E  N E W S

the Institute, a sense of discipline can be in-
culcated among the reviewers to discharge
their obligations expeditiously as the time
spent in any one assignment will be recover-
able from the affected practitioner. Any de-
lays in the assignments will inevitably drive
up the fees recoverable from the concerned
practitioner. It can be the prerogative of the
practitioner to file a complaint then should he
feel that the bill of the review is excessive tak-
ing into account the extent of work performed.
This form of check and balance is not unlike
those being practised by audit firms presently.

Confidentiality Factor
Among other things, staff who are being

employed as reviewers (within the Institute)
shall sign the oath of secrecy to ensure the
confidentiality of the firm being reviewed
is safeguarded. Any breach of this provision
will entail disciplinary proceedings to be
instituted against the said reviewer.

In addition, the panel of reviewers as well
as the Practice Review Committee mem-
bers are also required to sign this oath of
secrecy in the same manner as that re-
quired of the staff. Legal advice should be
obtained to ensure that such oath is bind-
ing for the Institute as well as the staff, the
respective panel of reviewers and also the
Practice Review Committee members over
a certain period of time.

A — Firms selected by Registrar of MIA using a
computer generated random number

* — Firms should be reviewed in the later case by
their peers from similar set-up (i.e. small to small;
medium to medium; etc.)

P R O C E S S  A P R O C E S S  B

* — Alternatively, to review the reports
arising from inter-firms quality monitoring
process to determine the firms’ quality
standards. The report must be current in
nature (i.e. the review report must not be
more than two years from the date of se-
lection of the firm)

# — Possible referral to Investigation
Committee (IC) if none of the question-
naires are returned
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confidentiality is carried forward in all docu-
mentation and correspondence.

When a practice is selected for review, it is
envisaged that most, if not all the partners in
that office will be subjected to the review proc-
ess. This is to ensure that the review con-
ducted under the Practice Review is reflective
of the overall standards of work of the said
practice. A number of members of the SWGP
have recommended that the sample size of
files being selected per partner is two as a
benchmark. However, under a flexible ap-
proach, the file selection process should in-
variably be up to the judgment of the reviewer
as he deems fit.

In any case, newly established firms will be
reviewed as soon as practicable subject to the
provision that it must have been in practice
for at least more than a year.

The File Review
The principal yardstick against which the

files will be reviewed is as stipulated in the
By-Laws On Professional Conducts And Eth-
ics Clause A-3.4 which read as follows :

“A member has a continuing duty to main-
tain professional knowledge and skills so as
to ensure that a client or employer receives
the advantage of competent professional serv-
ice. As such, a member shall keep up-to-date
with developments in practices and tech-
niques, and shall comply with all the applica-
ble laws, rules, regulations and professional

APPENDIX           The Detailed Process of Practice Review

Notification
When a practice is selected for review, two

questionnaires will be sent by the appointed
reviewer :
a) The Confidential Information Question-

naire (CIQ)
b) The Internal Quality Control Question-

naire (IQCQ)
The purpose of the CIQ is to enable the re-

viewer to profile the practices as well as to plan
for his work. This information is only accessible
by the reviewer as assigned by the Institute.

Each practice is encouraged to describe ex-
isting quality control procedures. If it is sub-
sequently found that the controls can be re-
lied upon, the reviewer will be able to reduce
the amount of detailed testing of files. This
would result in the costs of the review being
reduced. If the IQCQ is not prepared, the re-
viewer will have to review several files in de-
tail, on the assumption that the state of inter-
nal controls is not up to an acceptable level as
required of a practice.

If the firm’s internal quality control proce-
dures are already fully documented a copy of
that document will also be requested.

The Review Visit
Initial Meeting (Optional)

The reviewer will first of all discuss with the
practitioner or the partner designated by the

P R O C E S S  D

practice to deal with him, the information sub-
mitted in the CIQ and clarify, if necessary, any
points arising from it or the internal control
questionnaire if one has been prepared. This
can be conducted over the initial meeting to
clear any doubts where it existed.

Compliance Testing
If the reviewer’s evaluation of the responses

to the IQCQ indicates that some or all of the
internal controls may be relied on, then his ap-
proach would be to test these controls by per-
forming a walk through check on at least a few
files within the selected practice.

Based on the results of his ‘compliance’ pro-
cedures, the reviewer will evaluate whether the
internal quality controls are adequate for his pur-
poses. The number of files the reviewer selects
to be examined in detail (or to ‘substantively’ test)
will depend on this evaluation.

Selection of Specific Files
The reviewer will determine which files are

to be selected for review. The selected files
should be representative of the practice’s client
base. The reviewer will attempt to choose a
cross-section of clients and staff, which is as rep-
resentative as possible of the total work in the
said practice.

It is important to note that when the files have
been selected, they are given an anonymous
reference by the reviewer in order to maintain
the confidentiality of the files reviewed. This

^ — Here, the process will be repeated as per (A) but without the intervention
of the Registrar of MIA

P R O C E S S  C

@ — In cases where a consensus cannot be reached between the reviewer and the
said firm, the differences will be highlighted accordingly to the Practice Review
Committee for a final decision to be made.

C

D

Review files based on
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 Prepare draft report 

 

 

 

 

 

 

 Submit final report to the
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Revise based on feedback
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standards for the time being in force and the
by-laws, standards, guidelines and circulars as
may be prescribed by the Council from time
to time.”

As such, in carrying out the review of files,
the reviewer will have regard to, among other
things, the requirements of the Companies
Act, applicable approved Accounting Stand-
ards by MASB, Statements of Approved Au-
diting Standards, International Auditing state-
ments adopted by MIA and Auditing Techni-
cal Releases issued by the Institute. The re-
view process would fall short of its educational
intent if the practitioner were not made aware
of the members’ responsibility to ensure that
these Standards are observed.

When an auditor issues a set of audited fi-
nancial statements purportedly prepared in ac-
cordance with generally accepted accounting
principles, it would imply to the reader that :

a) All relevant approved Accounting Stand-
ards (by MASB) have been complied with
(except where compliance would give a
misleading view);

b) That any accounting policies and practices
which are not the subject of approved Ac-
counting Standards are appropriate to the
circumstances of the entity and have a cer-
tain degree of authoritative suppor t
(GAAP); and

c) That the financial statements have been
prepared in accordance with the Compa-
nies Act (including Schedule 9) and Finan-
cial Reporting Act.

In the realm of auditing and the provision
of other assurance services, Statements of Ap-
proved Auditing Standards and various guide-
lines and technical releases have been issued
to provide guidance to members on generally
accepted auditing practices and on the form
and content of audit reports. Guidelines nor-
mally contain recommendations of a more spe-
cific nature than Standards and they may
therefore not be applicable to every situation.
They are intended merely to give guidance to
members and may need to be adapted to be
applicable to any particular engagement.

Again in the preface to the approved Audit-
ing Standards, the Council has mentioned
about the possibility of an inquiry into the ap-
parent failures by members to observe the
said standards or the non conformity to gen-
erally accepted auditing principles recom-
mended by MIA. Attention is drawn to a fur-
ther paragraph within the preface :

“The Council expects members who as-
sume responsibilities as independent auditors
to observe approved Auditing Standards in the
conduct of their audits. The onus will be on
members to use their best endeavour to en-
sure that such standards are also observed by
those persons who assist them in their work ”

Internal Quality Controls
Many practices will have established vari-

ous internal procedures for the maintenance
of standards. To keep the cost of Practice Re-
view to the minimum, the reviewer will seek
to rely on relevant internal quality controls.
However, to be able to do so, these controls
must be both documented and observed.

As described in the section on compliance

testing earlier on, the reviewer will carry out
‘compliance’ tests on the procedures to ensure
they are being adhered to throughout the prac-
tice. If the results of the testing of the internal
control systems provide the reviewer with as-
surance that such systems are being observed,
then he should select fewer files for detailed
testing.

Recent reports of firms subject to inter-firm
Peer Review can shed a lot of light as to the qual-
ity control mechanism available in a firm’s op-
erating procedures and should be made avail-
able to the reviewer where applicable.

Scope of the Review
The objective of the reviewer is to obtain the

necessary assurance that the standard of work
performed by the practitioner being reviewed
accords with the various standards and guide-
lines set by the Institute. To that end, the re-
viewer will review work papers, client interview
notes, checklists and other relevant materials
used in the preparation and completion of the
engagement. The reviewer will use the Account-
ing Standards (as adopted by MIA and/or ap-
proved by MASB) and Auditing Guidelines cur-
rent at the time the work was completed as a
benchmark. It will be the responsibility of the
reviewer to determine whether, inter alia :

a) Work performed by staff of the practitioner
has been adequately recorded and reviewed;

b) Generally accepted accounting principles
and auditing practices have been followed;
and

c) The practitioner possesses competence to
undertake the specific assignment.

The general environment of the practising
firms, for example can also indicate the level of
assurance in terms of the overall quality of an
assignment and this aspect will be noticeably
taken into account in the process of the review.

If, as a result of the review, the practitioner’s
standards are not considered to be satisfactory,
the practitioner and the reviewer will set a pro-
gramme to remedy the deficiencies and a return
visit within the next 12 months (but should not
exceed 18 months) will need to be arranged
unless the Practice Review Committee decides
otherwise. The second visit should not be ear-
lier than six months after the first review.

The functions of the Practice Review Commit-
tee are further elaborated in this write up.

The Draft Report
After the completion of the file reviews, the

reviewer will prepare his draft report and dis-
cuss it with the practitioner or the partner des-
ignated by the practice. The report may include
various suggestions and recommendations to
the practice to improve standards. It may also
include a list of deficiencies found under the
following headings :

a) Performance of audit engagements (at the
initial stage); and/or

b) Financial statements preparation and pres-
entation if accounting engagements are un-
dertaken (when subject to Practice Review
in the later stage of implementation).

As a result of the discussion with the practi-
tioner or partner designated, the reviewer may
decide to amend or delete some of the findings.
In any event, the practice can have its comments

P R A C T I C E  N E W S

on the findings recorded in the report.

The Final Report
The report will be finalised by the reviewer

and a copy will be forwarded to the firm invit-
ing additional comment. The firm is given 14
days to provide any further comments for in-
clusion in the report before it goes to the In-
stitute’s Practice Review Department. Follow-
ing the receipt of the report, the Practice Re-
view Department will do the necessary encod-
ing to conceal the identity of the member firm
being reviewed as well as the partner con-
cerned specifically prior to the report being
submitted for review by the Practice Review
Committee.

Other Features
Only work relating to a practitioner’s pro-

fessional engagements falling within the scope
of current Accounting Standards and Audit-
ing Guidelines and Practice will be reviewed
whilst work of a specialised nature will not for
the time being be reviewed e.g. management
consultancy, investigation, secretarial, insol-
vency etc. It is however envisaged that the
review will in due course cover the full scope
of a practice.

Based on experience in Hong Kong and Sin-
gapore, a normal review for a sole practitioner
is expected to take between one to three days
and that of a larger partnership will take one
or two days per partner subject to the Prac-
tice Review process. This includes planning
and discussion reporting to the practitioner (or
coordinating partner of the practice). The time
taken for the review depends on the quality of
documentation, internal quality controls
within the practice and the assistance provided
by the practitioners in expediting the process.
It is therefore possible that in certain cases,
review time may exceed the stated norm.

While the procedures may vary, the review
will nevertheless aim to maximise the benefit
to the practice.

Follow Through
The main thrust of Practice Review is its

educational emphasis. If a practitioner or
practice is having dif ficulty in meeting the
standards of work required, he will be advised
by the reviewer on how to improve his stand-
ards and meet the control objectives. A follow
through review will be undertaken within the
next 12 months (but not exceeding 18 months)
after the Practice Review Committee has au-
thorised the implementation of significant cor-
rective procedures. Where only minor recom-
mendations are made, no follow through re-
view need to take place. Confidentiality will be
maintained throughout.

If a practitioner is uncooperative towards
the review process or standards of work are
seen to be unacceptable after a follow through
review and in any case, after a period of one
year following the first review, the Practice
Review Committee may elect to lodge a com-
plaint with the Investigation Committee. Over-
seas experience reveals that the necessity to
invoke disciplinary process seldom arises. Sta-
tistics in Singapore are not available at the
moment. However, based on the Hong Kong
experience, the rate of revisit is about 20 per
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cent with less than three per cent of serious
recalcitrant practitioners being subject to in-
vestigation proceedings. During the first 10
months of operations in Hong Kong, the rate
of revisit was about 37 per cent with gradual
reduction since then. In the UK, the number
of cases for disciplinary actions was about
eight per cent over a 20-year period.

In line with the educational thrust of the
Practice Review programme, a practitioner or
practice will always be given the maximum op-
portunity to improve the standards of work to
avoid any disciplinary consequences.

Practice Review Committee and its
Functions/Responsibilities

The implementation of Practice Review will
hinge upon the competency as well as the im-
partiality of the Practice Review Committee.
It is proposed that a Practice Review Commit-
tee be set up to monitor the review programme
and also to oversee the Practice Review De-
partment within the Institute. It is proposed
that no member of the Practice Review Com-
mittee will be eligible to serve on the Investi-
gation or Disciplinary Committees of the In-
stitute. The purpose of this is to ensure that
as far as possible, the Practice Review Com-

mittee is independent from the Institute’s inves-
tigation and disciplinary roles. Members of the
Practice Review Committee will comprise MIA
members with extensive practice experience
drawn from a representative cross-section of the
profession.

The Practice Review Committee is responsi-
ble for :

a) The overall supervision of the Practice Re-
view Department within the framework es-
tablished by the Council of MIA.

b) The reporting to the firm that has been re-
viewed of any desired improvement in its
standards of professional services.

c) Referrals to the Investigation Committee of
appropriate cases (as described earlier).

Committee Review
It is important to note that the members of

the Practice Review Committee will not at any
time be aware of the identity of the practice or
practitioner which is the subject of the Practice
Review report since all reports are encoded. In
the report, the member firm will be identified
by a number and any client referred to will be
identified by letters. The reviewers in any case
will be the only persons who are aware of the

The Bar Council has requested practising members who
are auditing solicitors’ clients accounts to send a copy of
the Accountants Report directly to the Bar Council to avoid

such reports being tampered with by unethical persons. As a guide
to members, we include a sample copy of the cover letter to be
prepared on member firms’ letterhead when sending the Account-
ants Report directly to the Bar Council. The Bar Council has indi-
cated in their letter dated 16 May 2002 (Ref : BC/S/30/02) that
such sample is acceptable.

Members are also requested to obtain advance approval from
their solicitors’ clients at the inception of the audit so as to com-
ply in principle with requirements under Section 79 of the Legal
Profession Act, 1976. Such approval can normally be obtained
through your letter of engagement by providing for a clause of
such nature in the said letter.

This new requirement is for all Accountants’ Reports dated af-
ter 30 June 2002, taking into consideration the 15 September 2002
deadline for submission of application for Sijil Annual. This ar-
rangement will be in force for subsequent years unless members
are notified otherwise.

For further information on the procedure to audit the solici-
tors’ clients accounts, please refer to our Recommended Practice
Guide No. 2 (RPG 2) which was issued in February 1998. RPG 2
can also be downloaded from the Institute’s website at http://
www.mia.org.my

Please note that the submission of the Solicitors’ Clients Ac-
counts to the Bar Council is only applicable to lawyers practising
in the Peninsular only.

Please be guided accordingly.

Cover Letter to be prepared on Audit Firm’s Letterhead

Date of Letter

The Executive Director
Bar Council Malaysia
Tingkat 10, Wisma Kraftangan
No. 9, Jalan Tun Perak
50050 Kuala Lumpur

Dear Sir/Madam

RE : ACCOUNTANTS REPORT FOR XYZ ASSOCIATES

We have prepared the Accountants Report dated ___________ in
respect of XYZ & Associates for the period from _______ to _______
in compliance with Section 79 of the Legal Profession Act, 1976 and
the Accountants Report Rules 1990 made thereunder. On the instruc-
tions of Mr. X, a partner of XYZ & Associates, we hereby forward the
said Accountants Report directly to you for your kind attention.

Should you need further information, please contact us at
__________________.

Thank you.
Yours faithfully

ABC & Partners (Signature)
Name of signing partners (audit) :
Audit licence no. :
Expiry date of audit licence :

SOLICITORS’ CLIENTS ACCOUNTS

identity of the practice.
The Practice Review Committee, which de-

liberates on the final report, will decide on the
following options :
a) No further action required.
b) Advice on minor departures.

The member will be informed as part of the
reviewers’ report that there have been minor
departures from acceptable standards. Whilst
a return visit would not be warranted, the re-
viewer will check with the practitioner to con-
firm that the amendments/improvements
have been put in place. This can be done
through correspondence.
c) Follow-up review within the next 12

months (but not exceeding 18 months).
d) Referral to Investigation Committee.

There will usually be no referrals to the In-
vestigation Committee until at least one fol-
low-up review has taken place.

The Committee will only refer a matter to
the Investigation Committee in those rare cir-
cumstances where flagrant disregard of the
standards, fraud or misrepresentation is evi-
dent or where the revisit reveals an inability
or unwillingness to take corrective actions
previously indicated.

AN



Akauntan Nasional10 August 2002

Accounting
Education in
malaysia New
Economy, New Skills

C O V E R
E D U C AT I O N
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ACCOUNTING DEPARTMENT, FACULTY OF BUSINESS MANAGEMENT

UNIVERSITI KEBANGSAAN MALAYSIA

The changing environment in
the business world has put
pressure on the accounting
profession. The profession is

faced with the challenges that come to-
gether with growth in the global economy,
which requires skills, knowledge and com-
petency in Information and Communica-
tions Technology (ICT). The accounting
profession must address this fast chang-
ing environment urgently in order for the
profession to be still relevant.

A number of studies carried out by world
renowned bodies (e.g. UNCTAD, 1998;
IFAC, 1996) have shown that the future of
accountants does not only depend on their
technical accounting knowledge but also on
their entrepreneurial skills, analytical skills,
competitiveness, and salesmanship abilities.
Accountants need to be sensitive to ICT,
interpersonal, communication and negotia-
tion skills with high moral, self-integrity and
ethical values. These developments and
expectations have posed challenges to the
accounting profession as a whole.

In view of these developments, changes
to accounting education are needed (AAA
1986; AECC 1990; AAA 2000). Significant

Accounting Education in the
21st Century faces significant
challenges. How do we educate
accountants in a complex and
rapidly changing environment?

revisions have been made to the account-
ing curriculum over the past several years
in reacting to the demands of the market
place. Hence, the development, implemen-
tation and evaluation of the accounting cur-
riculum have become an ongoing process,
both in developed and developing countries.

In Malaysia, the call for updating and re-
viewing the accounting curriculum has been
widely addressed (Enthovan 1978; Mitchell
1980; Ooi 1988; Choo et al 1991; Hamzah
1995; Mooi and Kin 1992 and 1992a; Mooi
1993; Mustafa 1996; Rani & Devi 1996; Nor-
man & Noradiva 1996). A continuous revi-
sion is necessary in order to meet the de-
mands of the industry parallel with changes
in technology and the environment.

The question is whether accounting edu-
cation in Malaysia has developed in the
direction that meets the national aspira-
tions of the country and competitive needs
of the profession. To what extent have the
various stakeholders participated in the
shaping of the direction and development
of accounting education in the country?
What are the alternative strategies taken
to achieve this objective? The following ar-
ticles will explore these issues. AN
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The Power of
partnerships
Incorporating Competitive
Elements into the Accounting
Education Syllabus via
Strategic Partnerships

The profession believes that the role played
by the Professional Accountancy bodies, the
Institutions of Higher Learning (IHL) and the
Malaysian Institute of Accountants (MIA) are
important in facilitating and generating the
quality of accounting education in the
country.

Accounting education in Malaysia started with the for-
mation of the Malaysian Institute of Certified Public-
Accountants (MICPA) in 1958, then called the Malay-
 sian Association of Certified Public Accountants

(MACPA). The main functions of MICPA are to advance the accoun-
tancy profession and to promote its interests as a professional body.
With the assistance of the Overseas Accountancy Examination Advi-
sory Board (OAEAB), U.K., MICPA has pioneered the education and
training of Malaysian accountants by conducting professional exami-
nations leading to the qualification, Certified Public Accountants (CPA).

The objective was mainly to cater to the needs of the profession
for education and training in accounting. During that time, there
was no university in the country of fering accounting as a
programme or even as a subject at the tertiary education level.
Since then, MICPA has been actively involved in the education and
training of accountants in Malaysia.

Professional Accounting Programme
Conducted and Offered by MICPA

The first MICPA examination syllabus consisting of Intermediate
Examination, Final Part 1 Examination and Final Part 11 Examina-
tion, was implemented in 1961. Since then until 2002 the syllabus
has undergone a number of major revisions involving changes in
content and coverage of the various subjects and stages with an in-
creasing emphasis on industrialisation particularly in Malaysia. Table
1 (next page) provides a summary of the syllabus from 1974 to 2002.

The revision of the examination syllabus was not done on an
empirical basis or technical research report. The revisions were
done mainly to incorporate changes in examination techniques and
to tune the syllabus to make accountants suitable for commerce
and industry, as well as to make the syllabus comprehensive and
specific (MACPA, 1974). The emphasis of the syllabus is still on
technical skills in the core areas of accounting including financial
accounting, management accounting, auditing, taxation, financial
management and law. No emphasis is given to other components
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C O V E R

MICPA Examination Syllabus from 1974 to 2002

1974 1979 1988 1995 2002

PART 1 FOUNDATION FOUNDATION FOUNDATION
EXAMINATION EXAMINATION EXAMINATION EXAMINATION

Accountancy I Financial Accounting I Financial Accounting I Accounting Fundamentals

Accountancy II Introductory Auditing Cost Accounting Economics & Business
and Data Processing Environment

Introductory Auditing Law I Auditing Business Law

Economics Taxation

Element of Economics, Economics and Business Taxation I

Statistics and Financial Organisation Law I Quantitative Techniques

Knowledge Numerical Analysis
& Data Processing

` Quantitative Techniques

PART 11 PROFESSIONAL PROFESSIONAL PROFESSIONAL PROFESSIONAL STAGE
EXAMINATION EXAMINATION 1 EXAMINATION 1 EXAMINATION 1 EXAMINATION (PSE)

Accountancy III Financial Accounting II Financial Accounting II Audit Fundamentals Auditing and Assurance

Management Management Management Financial Accounting Financial Accounting           Module
Accounting I Accounting I Accounting I and Reporting I and Taxation                A

Company Law Statistics and Law II Information Systems Financial Reporting
Quantitative Methods

Commercial Law & Law Management Company Law & Management
Relating to Partnership, Law II Information Systems Practice Information and Control
Executorship & Insolvency

Taxation I Taxation II Business Management Managerial Planning Business and          Module
& Control Company Law               B

Organisational Business Finance
Management and Management

PART 111 PROFESSIONAL PROFESSIONAL PROFESSIONAL ADVANCED STAGE
EXAMINATION EXAMINATION 11 EXAMINATION 11 EXAMINATION 11 EXAMINATION (ASE)

Accountancy IV Financial Accounting III Financial Accounting III Financial Accounting Advanced Taxation         Module
and Reporting II              C

Management Management Auditing & Advanced Taxation Advanced Financial          Module
Accounting II Accounting II Investigations Reporting               D

Business & Professional Financial Management Financial Management Audit Practice Advanced Business
Knowledge Management &          Module

Auditing & Investigation Auditing & Investigation Taxation II Business Finance Case Study        E

• The exam at the foundation level has
been terminated. Now the minimum
entry qualification to the CPA exami-
nation is a tertiary level diploma in
accountancy or a degree, which has
been accredited by the MICPA.

• Graduates with a degree in account-
ancy will be eligible for exemption
from the Professional Stage Exami-
nation.

• The non-relevant degree holder will
be required to undergo a conver-
sion course, to gain the appropri-
ate foundation in accountancy and
related subjects, before they are eli-
gible to join the CPA programme.

T A B L E  1

such as general business knowledge, eth-
ics, Information and Communications
Technology, communication and interper-
sonal skills. Since the beginning of the
programme in 1961, the economic compo-
nent has been included in the foundation
level of the syllabus as applied economics.
However, this subject is no longer required
under the latest examination structure,
which will be introduced in November 2002.

The latest examination structure for the
year 2002 has made the tertiary level diploma
in accountancy and university degree as the
minimum entry qualification for the profes-
sional programme. This new entry require-
ment provides the profession with the means

to fulfil the broad base aspects of accounting
education for accountants. Since the mini-
mum entry qualification for this programme
is a tertiary diploma or degree, the profes-
sion must have expected that students would
have acquired the knowledge in economics
while studying at the respective IHL’s before
entering into the professional programme.

MICPA has sought a closer working
relationship with the institutions of higher
learning by allowing exemptions from
Module A and Module B to degree holders
of Bachelor of Accounting from approved
universities. These graduates can join the
CPA programme and pursue with Modules
C, D and E.

Under the latest examination structure, the
minimum entry qualification for the exami-
nation is a tertiary level diploma in accoun-
tancy or a degree, which has been accredited
by MICPA. Graduates with a degree in ac-
countancy will be eligible for an exemption
from the Professional Stage Examination
(PSE) while those with non-relevant degrees
will be required to undergo a conversion
course, to gain the appropriate foundation in
accountancy and related subjects, before they
are eligible to join the CPA programme.

MICPA has formulated a special
programme for local accounting graduates.
The objective is to encourage students pur-
suing a degree in accountancy to join the CPA

Taxation II                            Taxation II                                             & Strategy



Akauntan Nasional14 August 2002

Accounting Programmes at Public IHL’s in Malaysia

IHL Programme Year           The Original              The 3-Year
Started    4-Year Programme         Programme

          (After the Change)

Duration Credit Duration Credit
(year) Hours (year) Hours

UM Bachelor of Accounting (Honours) 1979 4 136 3.5 130

UKM Bachelor of Accounting (Honours) 1979 4 128 3.5 120

UPM Bachelor of Accounting (Honours) 1986 4 128 4 132

UUM Bachelor of Accounting (Honours) 1984 4 122 3 131

UIA Bachelor of Accounting (Honours) 1986 4 125 4 125

UiTM Diploma of Accounting 1967 3 110 3 110
Advanced Diploma of Accounting* 1981 +2.5 +86 +2.5 +86
Bachelor of Accounting (Honours) 1996 +2.5 +86 +2.5 +86

* Advanced Diploma of Accounting was recognised as a degree in 1996, and is called the Bachelor of Accounting.

T A B L E  2
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programme. Module C and Module D of the
Advanced Stage Examination (ASE) will be
offered as elective courses in the final year of
the Bachelor of Accounting programme con-
ducted at the approved universities. In order
to be eligible for the proposed programme,
the student must have completed 3 years of
full time study or is in the final year of the
degree programme. The MICPA step to work
with the university and allow students in the
final year to sit for Module C and Module D
reflects the importance of a collaborative ef-
fort in the development of the profession.

Institutions of Higher Learning
(IHL)

It was only in the late 1960s that accounting
education was introduced at the tertiary level
in Malaysia. It began in 1967 at the of Universiti
Teknologi MARA (UiTM), then known as the
Rural Institute of Development Authority
(RIDA) and later changed to Institut Teknologi
MARA (ITM). It first offered an accounting
programme at the diploma level. About the
same time, the University of Malaya (UM)
started offering accounting as a major in the
Bachelor in Economics programme. Subse-
quently, in 1975, UM offered an Advanced Di-
ploma in Accounting. The Bachelor of Account-
ing degree (BAC) was introduced by UM and
followed by Universiti Kebangsaan Malaysia
(UKM) both in 1979. In the 1980s, the same
programme was offered at the Universiti Putra
Malaysia (UPM), Universiti Utara Malaysia
(UUM) and Universiti Islam Antarabangsa
(UIA). Other public universities began to of-
fer accounting as a major within the business
programme. They included, Universiti Sains
Malaysia (USM) in 1994, Universiti Teknologi
Malaysia (UTM) in 1996 and Universiti
Malaysia Sabah (UMS) in 1999.

In the 1980s, there was a tremendous
growth of private colleges in Malaysia culmi-
nating with the enactment of the Private
Higher Educational Institutions Act 1986.
These private colleges also offered account-
ing programmes from certificate and diploma
levels right up to degree level. Accounting
qualifications from these private colleges have
yet to be accredited by the respective bodies.

Professional Accounting
Programmes Offered by the IHL’s

At the initial stage, the offering of ac-
counting education at IHL’s was clearly dis-

tinct from that offered by MICPA. At that
time, upon a successful completion of
secondary school education, students had
to choose their route to their future career
path by either going to university to further
their studies or to join the accounting
profession. Although many preferred to
pursue university education, there were
students who chose  the professional route
by joining MICPA as student members. At
this juncture they were more or less
decided on which career path to take,
whether professional or non-professional.
These separate routes do not have much
flexibility, as it does not allow the students
to change their field at a later stage without

involving an additional time period.
Accounting was initially offered as a major

within the Bachelor of Economics programme.
The emphasis was on the typical accounting
core subjects including financial accounting,
management accounting, auditing, taxation,
financial management and management
control. It was not until the late 1960s, that
accounting programmes were offered at the
diploma level. Only in the late 1970s was
accounting offered as a Bachelor of Accounting
programme and since then it has been offered
by other IHL’s (see Table 2).

In the early 1999, the Department of
Higher Learning, Ministry of Education,
Malaysia issued a ruling to change the
programme to a three-year programme.
This was in line with the National Education
Policy in Malaysia. The accounting
programme has undergone three major
changes :  a reduction in the duration of

studies to 6-10 semesters; a reduction in the
total minimum unit credit of 110; and the
curriculum components consisting of 55 per
cent to 65 per cent for major subjects, 20
per cent to 30 per cent for the minor and 15
per cent for university subjects. Accounting
programmes of all public IHL’s after this
new ruling is summarised in the last two
columns of  Table 2.

A comparative analysis of the accounting
programmes of all public IHL‘s shows the
following impact. These include :

some core accounting subjects have
been made elective;

some required elective subjects being
dropped from the programmes;

increase in the student workload in each
semester;

less student involvement in co-curricu-
lum activities;

industrial training was not made com-
pulsory; and

widening difference in the number of
credit units among IHL’s.

The pressure on the implementation of the
three-year accounting programme has re-
ceived different reactions and interpretations
by IHL’s . In the absence of a clear guideline
by the accounting profession, each IHL has
restructured its curriculum differently and
as a result there appears to be some incon-
sistencies in terms of total credit units, credit
unit per subject, duration of the programme
and requirements for elective subjects.
These inconsistencies have become a cause
for concern for the accounting profession.

C O V E R
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REGULATORY ROLE OF MIA
The setting up of the Malaysian Institute

of Accountants (MIA) under the
Accountants Act 1967, with a specific role
of regulating the accountancy profession in
Malaysia, provides several avenues for
persons aspiring to become accountants.
These avenues include :
� Obtain an accounting degree from the lo-
cal universities and joining the MIA as reg-
istered accountants after three years of post
qualification working experience in account-
ing related areas, or becoming public accoun-
tants after having fulfilled three years of work
experience in a public accounting firm (ba-
sically, as an auditor). With respect to IHL’s,
up till now, the accounting programmes of-
fered by UM, UKM, UPM, UUM, UIA and
UiTM are recognised by MIA in the First
Schedule (Part I) under the Schedule 1, Ac-
countants Act 1967. In tandem with the
implementation of the New Economic Policy
(NEP) in 1974, accreditation of accounting
programmes from these universities provide
an avenue for increasing the number of ac-
countants to meet the needs of the fast de-
veloping economy in this professional field.

�  To do full time study in private institutions
and sit for the various professional examina-
tions, such as the MICPA examination,
ACCA examination, ASCPA or CIMA exami-
nations. Such candidates would then have
to fulfil the work experience requirement of
the respective body and be its member. Once
one is a member of one of these bodies, they
can apply for membership in MIA; or

�  Get articled in a public accounting firm
and sit for any of the professional examina-
tions and then fulfil the work experience
and become a member of the professional
body concerned and then apply for mem-
bership of MIA.

The above options are available to individu-
als who want to become accountants in the
country. In Malaysia, an individual is called an
accountant if he/she is a member of MIA under
the Accountants Act 1967. Hence, the existence
of MIA has made the functions of the respec-
tive accounting related bodies in Malaysia be-
come more focused. It also makes the mem-
bership route more flexible for students. This
change has resulted in an increase in the num-
ber of MICPA members and hence the num-
ber of accountants in the country.

To date accounting education in
Malaysia has gone through dif-
ferent phases of development
over a period of 44 years.

There are a number of challenges that have
been faced in the development process,
which include student enrolment, curricu-
lum, changing of business environment
and recognition by the profession.

To Be Ahead
and to stay
ahead
Challenges facing accounting education in Malaysia

Student Enrolment
While studies in the US (AICPA 1997,

1999; Hardin et al 2000; AAA 2000) have
alerted declining enrolments in account-
ing programmes, the number of account-
ing graduates in Malaysia have been in-
creasing over the period by virtue of the
increase in number of student enrolment
in the IHL’s. But, ironically, the number of

AN
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Number of MICPA Student Enrolment

Stream 1996 1997 1998 1999 2000

I 1,240 1,230 1,164 1,079 944

II 130 138 124 119 102

III 134 63 39 31 22

Total 1,504 1,431 1,327 1,229 1,068

Source :  MICPA Annual Report 2000

MIA Membership of
Local IHL Accounting Graduates

Institute of Percentage of Percentage of

Higher Learning Graduates Joining Graduates Joining
MIA up to 1996 (%) MIA up to 1998 (%)

UiTM 21.00 51.83

IIU 2.00 35.44

UM 50.00 76.00

UKM 24.00 36.56

UUM 12.00 33.14

UPM 12.00 26.00

Total 25.00 43.80

Source :  Education Committee, MIA.

T A B L E  3

T A B L E  4

strongly the need to change accounting
education in order for the profession to
“survive.” The study identified three key
drivers of change in the business environ-
ment :  technology, globalisation, and con-
centration of market power that affect ac-
counting education and the profession.

In Malaysia, IHL’s undertake periodic
“traces-study” among their graduates as
part of the academic rigor to offer relevant
academic programmes (Choo et al 1991;
Hamzah 1995; Mooi and Kin 1992; Mooi

1993; Selamat et al 1995; Mustafa 1996;
Rani & Devi 1996; Norman & Noradiva
1996). These studies incorporate questions
concerning challenges in the business en-
vironment facing accountants and manag-
ers and form part of the basis for any ma-
jor changes in the curriculum. The find-
ings highlight the issues of changes in ICT,
globalisation and the need for interper-
sonal skills, which are quite similar to the
findings in the US.

Behavioural Aspect of the
Curriculum

In the US, Wheeler (2001)1  looked at the

response to challenges facing the account-
ing profession by citing the AICPA’s 1997
issuance of The CPA Vision Project — 2001
And Beyond. The vision specifies three
important changes in the nature of being
an accountant in the new millennium which
include greater emphasis on professional
demeanour, leadership, and interpersonal
communication skills. To facilitate these
changes, accounting educators are re-
quired to teach not only technical and func-
tional abilities, but also personal and inter-

personal skills (AAA 1986;
AECC 1990).

Similarly in Malaysia,
Mustafa (1986), Mooi and Kin
(1992), Hamzah (1995) point
out the importance of ethical
and moral dimensions as an in-
tegral part of accounting edu-
cation. This is more so in light
of the Enron case in the US
(Fox 2002, Henry et al 2002).
IFAC (1996) also stressed the
element of ethics to be an inte-
gral part of pre-qualification for
accountants. These elements of
personal competencies will be
needed prior to entering the
work force.

Recognition of
Accounting Degrees by
The Profession

The development in the cur-
riculum of accounting pro-
grammes in Malaysia has be-
come a cause for concern
among many parties including
the profession and the

academia. The three-year accounting cur-
riculum has caused quite a debate to the
extent that even the MIA has raised the
issue of quality of these graduates. On an-
other aspect, some public IHL’s and private
colleges offering accounting programmes
have yet to obtain accreditation from the
respective bodies. In this respect, the MIA
and other professional bodies need to
come up with guidelines.

Strategies in Accounting Education
In response to the challenges discussed

above a number of strategies have been
taken by the profession and IHL’s.

students entering the profession has not
increased proportionately. As an illustra-
tion, the total number of student enrolment
for the MICPA has shown a declining trend
from 1996 to 2000 as indicated in Table 3.

In addition, the number of accounting
graduates from IHL’s that have become
members of MIA has not been encourag-
ing too. However, as shown in Table 4, the
percentage of graduates joining has shown
an increasing trend from 1996 to 1998.

The Need for Accounting
Manpower

Despite the decreasing
number of student enrolment in
the professional accounting
programmes, Malaysia is ex-
pected to require a big demand
for skilled workers in various
fields including accounting.
This is in line with the fast eco-
nomic growth of the country.
More accountants are needed
to provide support for further
economic growth. Current sta-
tistics show that the number of
accountants in Malaysia is rela-
tively low compared to the de-
veloped countries. The ac-
countant ratio to the population
is relatively very low, i.e. five ac-
countants per 10,000 population
as compared to about 40 in the
more developed countries
(NST, 1991). The countr y
needs to increase the number
of accountants by about ten fold
in order to be comparable to
the developed countries.

Changes in Business Environment
An important study in the US, on the

need for a change in accounting education
was sponsored jointly by the Institute of
Management Accountants (IMA), the
American Institute of Certified Public Ac-
countants (AICPA), the American Account-
ing Association (AAA) and also the Big 5
professional accounting firms. The find-
ings stressed that not much has been done
to change accounting education syllabus
although previous research did make
many recommendations for the need to
make changes. The findings reaf firm
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Increasing the Number of
Accounting Graduates

To increase the manpower requirements
of the accounting profession, many IHL’s
and private colleges have offered account-
ing programmes. On the issue of quality,
the establishment of the National Accredi-
tation Board (LAN) and also the role
played by the Education
Committee of MIA to audit new
accounting programmes have
been of great importance. The
setting up of Matriculation pro-
grammes is an effort to lure qual-
ity students to the accounting pro-
grammes. The latest effort by the
MICPA to change the member-
ship entry requirement to an ac-
counting degree would pave the
way for more accounting
graduates to become members of
a professional body.

Efforts are also underway to
introduce a “student member”
category of a professional body
for an accounting student study-
ing in IHL’s and other private col-
leges. This would create a
stronger sense of belonging
among students and hence would
encourage more students to join
the profession.

Emphasis of the Curriculum
In response to challenges to ac-

counting education and the
profession, the respective IHL’s
should under take curriculum
development as an ongoing
process. This is impor tant in
order to produce accounting
graduates that are relevant to the
needs of the profession and the
job market. The subject offerings
and pedagogy have been inte-
grated with the use of case studies, busi-
ness games and ICT with the aim at pro-
ducing accounting graduates that are
competent and equipped with the neces-
sary analytical, behavioural and technical
skills. To this effect, the Ministry of Edu-
cation, through the Strategic Direction
Committee has drawn up new and com-
prehensive guidelines to incorporate all
aspects of challenges identified above.

Collaboration between Profession
and IHL

Close cooperation between the profes-
sion and IHL’s can be fostered in a number
of ways :

Curriculum development incorporates
inputs from the professionals and aca-
demics to ensure its quality, relevance,

and practicality.

Accreditation of qualification and entry
for membership are evaluated upon
advice of the academics.

Placement of accounting students in au-
dit firms for industrial training as the
partial requirement of the accounting
programme.

Placement of academics for three years

to fulfil the MIA membership require-
ment.

Closer partnership between MICPA
and IHL’s in the conduct of Module C
and Module D (refer Table 1).

In addition, the profession has already
invited academics to sit in a number of com-
mittees such as the Educational Commit-

tee of MIA, Education and Train-
ing of MICPA, Accreditation
Committee of MICPA and MIA,
the Council of MIA and various
other committees of MIA. The
academics channel their input to
the profession through these vari-
ous committees. On the part of
the IHL’s, in reality, the profes-
sional bodies leave the account-
ing curriculum development of
higher learning to the respective
IHL’s. The guidelines recently de-
veloped by the Department of
Higher Learning (through the
Strategic Direction Committee),
Ministry of Education has been
widely accepted by all universi-
ties, both private and public, as
well as by the profession.

The recognition has actually
been given to the IHL’s curriculum
by the profession. As for MIA,
graduates of the accounting pro-
gramme with three years working
experience upon graduation are
eligible to be admitted as MIA
members. With appropriate audit
experience they may be issued the
practising license. It is the duty of
MIA to properly assess and ensure
the quality of persons who intend
to practice in Malaysia. The role
of MIA is to regulate the account-
ing practice in this country. With
respect to accounting education,
IHL’s have a wider role, that is, to

meet the needs of the country and to
provide human resources in the accounting
discipline that has expertise, professional-
ism, honourable morale and a good aptitude
for accounting.

Development of Integrated
Accounting Curriculum

In an effort to re-evaluate the focus of
the accounting programme and in identi-
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Summary of New Structure for the
Bachelor of Accounting Degree

Course components Subjects Units

Major 15 45

Core 15 45

Electives 5 15

Industrial training 3 months 6

University, English and co-curriculum >6 15

Total 123

Source :  Report of Strategic Direction Committee for Accounting Education, 2001.

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
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IHL’s. All IHL’s have to revise their curricu-
lum to meet the requirements of the pro-
posed structure and they have to imple-
ment them by the academic year 2002. The
new structure has the following minimum
requirements as summarised in Table 5.

In conclusion, it is clear that the ap-
proaches used to respond to the challenges
to accounting education are based on an
integrated approach to two aspects: the
curriculum, and the cooperation between

fying the needs of the
programmes at the IHL’s, the
Education Minister has pro-
posed a comprehensive
evaluation to be made to the
curriculum at all public IHL’s
by the new millennium. As a
result, the Depar tment of
Higher Learning of the Min-
istr y of Education has
appointed UiTM on 20 March
1999 to head the study to en-
sure that the accounting cur-
riculum is integrated, well-
balanced and focused. A committee was set
up for this purpose consisting of deans or
heads of the accounting faculty or depart-
ments from all public IHL’s in Malaysia. In
the study, the committee paid particular at-
tention to a number of factors relating to
the current demand for accounting
services. These included the needs of the
accounting profession in the new millen-
nium, the change of ICT and business envi-
ronment, inputs from the profession, man-
power requirements and the improvement
of academic quality of university graduates.
The committee reached a consensus on the
incorporation of the following eight items
in the curriculum :

A uniform structure of academic cur-
riculum for all public IHL’s.

Training of four basic skills — techni-
cal, managerial, information technol-
ogy and interpersonal.

The development of technical expertise
in financial accounting, management
accounting, taxation, auditing, informa-
tion systems, and business and com-
mercial laws.

The development in managerial exper-
tise including finance, management,
marketing, economics and quantitative
analysis.

Inculcation of ethical values, interactive
and openness.

The development of entrepreneurial
skills.

The emphasis was on the issue of uni-
formity of curriculum, the four-year study
duration and the development of interper-
sonal skills and self-confidence. A new
structure for the Bachelor of Accounting
degree has been agreed to by all public

1

2

3

4

5

6

IHL’s and the professional bodies.
On the aspect of curriculum, the guide-

lines provided by the Strategic Direction
Committee for Accounting Education, Min-
istry of Education Malaysia is a positive ef-
fort in streamlining the curriculum of ac-
counting education. The guidelines pro-
vide for the minimum requirements and
still allows some flexibility for the respec-
tive IHL’s to incorporate their “niches” in
the programmes. What is noteworthy in
these guidelines is that the relevant issues
or challenges have been incorporated.

Concerning cooperation between IHL’s
and professional bodies, the respective

roles of the professional bodies,
i.e. MIA (regulatory function)
and MICPA (Professional Edu-
cation & Training) have been
clearly defined and academics in
IHL’s should be very much in-
volved in these two bodies at
various capacities. Even the es-
tablishment of MASB
(Malaysian Accounting Stand-
ards Board (Standard Setting
function) has the involvement of
academics and practitioners in
the various “working groups.”

Together with the Ministry of Education,
the cooperation involving all parties would
certainly enhance the relevance and reli-
ability of the profession and this would in
turn pave the way for more students to join
the profession.

Note :  The authors would like to thank partici-
pants of the Association of Southeast Asian In-
stitutions of Higher Learning 2002 International
Conference at NTU, Singapore for their con-
structive comments.
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Although there is a professional
standard of the Institute of In-
ternal Auditor’s requiring peri-
  odic quality assurance re-

views including external assessment, not
too many Chief Internal Auditors actually
seem to be implementing the requirement.

An internal audit function is key to an
effective system of internal control. How-
ever, the existence of internal audit does
not itself guarantee that it will yield ben-
efits. Therefore, a quality assurance review
of the function is important to ensure that
the investment in audit is justified. Nobody
has any serious arguments with this theo-
retical stance. Indeed many audit units
have internal quality review programmes
and some do have “peer reviews” or qual-
ity assurance reviews carried out. How-
ever, these are uncommon and the aver-
age Chief Auditor seldom pushes to have
the issue put on the audit committee
agenda and to do the external exercise.

From the perspective of an Internal Au-
ditor, there are some valid difficulties in ini-
tiating a strategic review on the internal au-
dit function. First, finding the right person
to conduct a meaningful review is problem-
atic. Engaging a large accounting firm will
allow the Chief Internal Auditor to tap on
their comprehensive knowledge and wide
range of best practices from around the
world. However, there is a possibility that
the review may lead to co-sourcing or
outsourcing of his or her entire department.
Also, very often reviews are done from an
external auditor’s perspective, which sub-
stantially focuses on compliance issues.

On the other hand, asking a boutique

internal audit consulting firm to conduct
this review may somewhat address this
fear, but their ability to add substantial
value to the larger, sometimes multina-
tional internal audit functions is often ques-
tioned though it may not be true.

Justifying for a review is not plain sailing
either. Generally it is
assumed that the au-
dit committee would
be constantly assess-
ing and monitoring
the function and have
a view on it, whether
good or bad. So why
spend money on a re-
view? This argument
probably holds water if the committee thinks
the audit function is bad and the committee
is going to take steps to fix it. However, it is a
debatable issue, that the audit committee’s
inaction is actually a vote of confidence on
the quality of the internal audit function.

How is the management going to interpret
the review and the result thereof including its
impact on the credibility of the internal audit
function subsequently? As for any review,
there are bound to be some hard facts to face,
directions to change and redundant practices
and people to flush out of the system.

In order to address these concerns, it is
important to make the concept of the review
clearly understood by the board of directors
and the management. To do that the inter-
nal auditor should first lay the ground with
management in terms of the reasons for the
review, the benefits the organisation can get
and the fact that you “expect” to do a real
rethink after the review as it will give you an

opportunity to benchmark against the best.
You have to build the expectation of change
both for your management and yourself. This
helps you and your management equate the
suggested changes from a review with im-
provement rather than criticism.

Secondly, have the external review con-
ducted frequently. Several small adjustments
to the internal audit methodology, thinking

and strategic direc-
tion will be less pain-
ful than the sea of
changes which may
be required if the in-
ternal auditor only
has an external re-
view every four or
five years. Whilst an
ideal frequency can-

not be prescribed, every two years seems
reasonable and when there are significant
changes in industry practices, such as the
current changes and development in corpo-
rate governance and risk management that
are impacting many countries. A review will
provide a fresh perspective of actions needed
to close the expectation gaps among the man-
agement, other stakeholders and the inter-
nal auditor in the new ball game.

As the new KLSE listing rules require
the board of directors to review the term
of office and performance of an audit com-
mittee and each of its members at least
once every three years (P15.21), it may
seem right to have an internal audit func-
tion to be reviewed too.

Note :  The writer is a Member of The Malaysian
Institute of Cer tified Public Accountants
(MICPA) and a Chartered Member of The Insti-
tute of Internal Auditors Malaysia (IIAM). Cur-
rently he is the Managing Director of IA Capital,
a corporate and business consulting firm.

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

Why are Reviews of
Internal Audit
function not Popular?
By Chong Kian Soon

“An internal audit function is

key to an effective system of

internal control.  However,

the existence of internal audit

does not itself guarantee that

it will yield benefits”.

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

I N T E R N A L  AU D I T
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The amendments introduced to
Section 75(1) of the Malaysian
Income Tax Act 1967 (Act 53)
(ITA) by Section 6 of the Fi-

nance Act 2002 (Act 619) do not have the
effect of imposing “personal liability” (to
borrow a phrase frequently used by proponents
of a more draconian interpretation) upon di-
rectors, company secretaries and other of-
ficers of companies and bodies of persons
(hereinafter referred to collectively as “of-
fice bearers”) for the non-payment of tax by
such company or body of persons.

Although the amendments only enhance
the vicarious responsibilities (as distinct
from vicarious chargeability, or even “per-
sonal liability”) of office bearers, certain
conservative elements in the Revenue and
private sector appear to have misconstrued
the amendments as having the draconian
effect of holding office bearers “personally
liable” for the non-payment of taxes by a
company or other body of persons (the
“draconian view”). This draconian view is
plainly wrong and, upon an analysis of the
authorities, cannot be sustained, unless
one employs an artistic licence hitherto un-
known in Malaysia.

From the outset, it should be noted that
Section 75(1) is found in Part IV of the ITA
and that the language of Part IV distin-
guishes between the less onerous concept
of vicarious responsibility and the more on-
erous concept of vicarious chargeability. Vi-
carious responsibility arises where a person
is required to discharge certain ministerial
or administrative duties on behalf of another
person (e.g. under Section 67(4) ITA),
whilst vicarious chargeability arises where
a person is held to be vicariously “assess-
able and chargeable” on behalf of another
person (e.g. under Section 67(3) ITA). Sec-
tion 67(1) provides that the former is re-
ferred to as the “representative” whilst the

latter is referred to as the “principal”.
Even so, vicarious chargeability is still

subject to the important safeguards set out
in Section 67, e.g. payments of tax etc. are
restricted to “accessible moneys”1  of the
principal, the representative is indemnified
for acting in such capacity (Section 67(6)
ITA) and, for the avoidance of doubt, can-
not be prosecuted for offences committed
by the principal in which he had no part
(Section 67(5) ITA). These safeguards
shall, for ease of reference, be referred to
as “the Section 67 safeguards”.

The post amendment Section 75(1),
which came into force on 8 February 2002,
only deals with vicarious responsibility and
now reads as follows (amendments shown
in bold) :

Notwithstanding anything to the
contrary to this Act or any other
written law, the responsibility for do-
ing all acts and things required to be
done by or on behalf of a company or
body of persons for the purposes of
this Act including the payment of
tax shall lie jointly and severally —

a) in the case of a company, with —

i) the manager or other principal
officer in Malaysia;

ii) the directors;

iii) the secretary; and

iv) any person (however styled) exer-
cising the functions of any of the per-
sons mentioned in the foregoing
sub-paragraphs; and

b) in the case of a body of persons, with —

i) the manager;

ii) the treasurer;

iii) the secretary; and

iv) the members of its controlling au-
thority.

By Anand Raj
ADVOCATE & SOLICITOR

TAX & REVENUE PRACTICE GROUP

SHEARN DELAMORE & CO.
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It should be noted that the concept of
“liability”, adopted in certain provisions of
the ITA and other legislation, is always
used in a very different sense from the
concepts of vicarious chargeability and vi-
carious responsibility, which have alto-
gether different meanings. Upon a consid-
ered and reasoned analysis of the authori-
ties, it is undeniable that the correct inter-
pretation of the amended Section 75(1) is
that it does not make office bearers vicari-
ously chargeable (or even “personally li-
able”, which is a more onerous concept)
for the taxes of a company or other body,
but merely serves to reinforce the vicari-
ous responsibilities of such office bearers.

Turning to the authorities, our starting
point in the interpretation of the amended
Section 75(1) is the following extract from the
classic treatise of Maxwell on the Interpreta-
tion of Statutes, 12 th  Ed. (1969), at p. 288 :

Lord Uthwatt said that “the introduc-
tion of new words into an existing sec-
tion may alter the meaning of words al-
ready there. But no such alteration can
result unless

the requirements of the English lan-
guage demand it, or

those requirements permit it and
the sense of the section demands it.

[Lord Howard de Walden v I.R.C [1948]
All E.R. 825 at p. 830].” (emphasis added)

Taxing/Penal Statutes —
Cardinal Principles

The cardinal principles, so blatantly over-
looked by the proponents of the draconian

1 “accessible moneys” means “… any moneys (includ-
ing any pension and any salary, wages or other re-
muneration) which – (a) from time to time are due
from the representative to the principal or are held
by the representative in his custody and control on
behalf of the principal; or (b) being then moneys of
or due to the principal, are obtainable on demand
by the representative.” – see Section 67(7) ITA

1

2

Of Sidewinds and Botched Experiments

Section 75 is
not a Tax on Office Bearers
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view, were affirmed and applied by the Su-
preme Court in National Land Finance Co-
operative v. Director General of Inland Rev-
enue [1993] 2 AMR 52 3581 — p. 3590,
where it was held by Gunn Chit Tuan, C.J.
(Malaya) that :

“… there is no room for intendment
in tax legislation and the rule of strict con-
struction applies. Unless there are clear
words tax cannot be imposed. … Another
principle is that where the meaning of a
statute is in doubt the ambiguity must
be construed in favour of the subject. ...
There are ample authorities to show that
the courts have refused to adopt a con-
struction of a taxing Act, which would
impose liability when doubt exists. …”
(emphasis added)

The judgment of the Supreme Court in
Yap Sing Hock & Anor v. P.P. [1992] 4 CLJ
1950 clearly confirms that similar principles
apply to the interpretation of penal statutes.
As will be seen from a discussion of the
Chatani case below, the language of Section
75(1) lacks the precision required to impose
a tax (or even “personal liability”) on office
bearers, which can only be achieved by the
use of clear and unambiguous language.

The Botched Jamaican Experiment
In the Jamaican appeal case of Income

Tax Commissioner v Chatani [1983] STC
477 decided by the Judicial Committee of
the Privy Council (JCPC), Revenue Ja-
maica purported to rely upon Section 52
of the Jamaican Income Tax Act in attempt-
ing to hold Chatani, a director of the delin-
quent taxpayer company, “personally li-
able” for the taxes of such company. That
section provides :

Ever y body of persons shall be
chargeable to tax in like manner as
any person is chargeable under the
provisions of this Act.

The manager or other principal of-
ficer of every body of persons shall
be answerable for doing all such
acts, matters and things as shall be
required to be done by virtue of this
Act for the assessment of such body
and the payment of the tax. (empha-
sis added)

It is abundantly clear from the language
of the foregoing provision — specifically

the words “…answerable for doing all such
acts, matters and things as shall be required
to be done by virtue of this Act for the assess-
ment of such body and the payment of the
tax…” — that said provision is in pari ma-
teria with our own post-amendment Sec-
tion 75(1) — specifically the words “…re-
sponsibility for doing all acts and things re-
quired to be done by or on behalf of a com-
pany or body of persons for the purposes of
this Act including the payment of tax…”

Accordingly, the decision of the JCPC in
interpreting the Jamaican provision would
be equally applicable to the interpretation
of Section 75(1). On this important ques-
tion of law, the following passages of the
JCPC’s judgment in Chatani clearly estab-
lish that “answerable”, in the context of the
Jamaican provision, meant no more than
“responsible”. It was held that the relevant
provision simply imposed a form of admin-
istrative or ministerial duty or responsibil-
ity upon a director (Chatani) to ensure that
the company pays its taxes, without going
to the extent of imposing any “personal li-
ability” upon said director :

“The only issue … is whether, as con-
tended by the commissioner, Section
52(2) of the Income Tax Act … renders
the respondent personally liable for the
income tax charged on the company of
which he was managing director. In
their Lordships’ opinion it clearly does
not. … there can be no doubt that the
words “the payment of tax” are to be
linked, not with the words “answerable
for” but with the words ‘doing all such
acts, matters and things as shall be re-
quired to be done by virtue of this Act
for …’. … the plain intention is that the
manager or other principal officer of a
company or other body is to be respon-
sible (which is what “answerable” must
mean in this context) for taking all ad-
ministrative or ministerial action which
the Act requires to be taken for the as-
sessment of the body and the payment
of tax to which it is chargeable.”

The JCPC went on to hold that the com-
pany was chargeable to and liable for its
own taxes and that the statutory provision
in question was not sufficiently clear to
hold Chatani jointly and severally liable
with the company :

“It is the body itself which is made
chargeable to and liable for tax. … It is
… observed that Section 41 …, which
deals with payment over to the Revenue
of tax deducted at source, provides, by
sub-s (4), that, where a body corporate
has deducted tax and failed to pay it over
by the due date, the directors of the
body … are to be jointly and severally
liable with it to pay or account for the
tax… subject to a proviso relieving from
liability a director who proves inter alia
that there was no negligence on his part.
It thus appears that where in the Act the
legislature intended to make officers of
a body corporate jointly and severally
liable with it to pay tax for which the
body was accountable, it expressed that
intention explicitly and in clear lan-
guage. If a similar intention had existed
as regards the content of Section 52(2),
one would have expected it to be clearly
expressed there also.” (emphasis added)

The authoritative text of Simon’s Taxes
(Revised 3rd Ed.), A3.302 — Persons Assess-
able (p. 92) — treats the JCPC’s analysis
in the Chatani case as a correct statement
of legal principle both in the interpretation
of the relevant Jamaican provision as well
as the equivalent provision in UK legisla-
tion (see Sections 71(2) and 108 of the
Taxes Management Act 1970).

In this regard, the Malaysian Parlia-
ment’s avoidance of the use of phrases
such as “assessable and chargeable” and
“liability” and the retention of the structure
of Section 75(1) in terms of “responsibil-
ity” against the background of Part IV is
to be regarded as a deliberate and consid-
ered exercise of Parliamentary wisdom –
see the judgment of Gopal Sri Ram JCA in
the Federal Court case of Lim Phin Khian
v Kho Su Ming [1996] 1 MLJ 1 that “there
is a presumption of great antiquity which
operates in the sphere of statutory inter-
pretation. It is an irrebuttable presumption
… that Parliament is presumed to know all
the relevant law upon the particular sub-
ject upon which it legislates …”.

It is clear that the concept of “responsibil-
ity” in our Section 75(1) does not mean any-
thing substantially different from “answer-
ability” for administrative acts performed on
behalf of a company or other body as in
Chatani’s case. Chatani’s case cannot be con-

1

2
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strued or, rather, misconstrued, to equate the
more onerous concept of “joint and several
liability” with the less onerous concept of
“joint and several responsibility” in the con-
text of Section 75(1) as the JCPC drew a clear
distinction between both such concepts.

Presumption against surplusage
— ‘responsibility’ does not mean

‘liability’ or ‘chargeability’
Yet another principle of interpretation

which has been blithely ignored by the
proponents of the draconian view is that of
ut res magis valeat quam pereat — i.e. every
word in a statute must be given meaning
and effect and no part of a statute should
be treated as mere surplusage or dead let-
ter — see Foo Loke Ying & Anor v. Televi-
sion Broadcasts Ltd. & Ors. [1985] 2 MLJ
35, where Abdoolcader S.C.J. held that :

“The court however is not at liberty
to treat words in a statute as mere tau-
tology or surplusage unless they are
wholly meaningless. On the presump-
tion that Parliament does nothing in
vain, the court must endeavour to give
significance to every word of an enact-
ment, and it is presumed that if a word
or phrase appears in a statute, it was put
there for a purpose and must not be dis-
regarded.” (emphasis added)

In more colourful language, it was held
by the court in A.G. v. Sillem (1864) 2 H&C
431, 515, cited at p. 108 of Craies on Stat-
ute Law, 7th Ed., 1971 that:

“In order to know what a statute does
mean, it is one important step to know
what it does not mean; and if it be quite
clear that there is something which it
does not mean, then that which is sug-
gested or supposed to be what it does
mean must be in harmony and consist-
ent with what it is clear that it does not
mean. What it forbids must be consist-
ent with what it permits. …”

Hence, the retention of the phrase “re-
sponsibility” in Section 75(1) is significant
and cannot be treated as mere surplusage
nor can it be lightly assumed that Parlia-
ment had acted in vain by adopting the less
onerous concept of “responsibility” in pref-
erence to other alternative available statu-
tory formulations or concepts such as that
of “liability” or the concept of holding an-

other person vicariously “assessable and
chargeable” (i.e. vicarious chargeability).

Instances where such alternative formu-
lations2  have been adopted in Malaysia in-
clude :

a) the “liability” formulation adopted in
Section 75(3) and other sections of the
ITA which deal with the imposition of
“liability” upon various persons;

b) the “joint and several liability” formu-
lation adopted in regard to certain in-
dividuals under Section 17 of the Serv-
ice Tax Act 1975 (Act 151), Section 26
of the Sales Tax Act 1972 (Act 64) and
Section 46 of the Employees Provident
Fund (“EPF”) Act 1991 (Act 452); and

c) the vicarious chargeability formulation
(which includes important safeguards)
adopted throughout Part IV ITA, with
the notable exception of Section 75(1).

However, such alternative formulations
operate on a different basis and/or are
subject to safeguards which mitigate the
burden of the liability/vicarious chargeabil-
ity3  imposed upon individuals e.g.

a) the “liability” formulation — “liability”
only arises in cases of default by the “li-
able person” — e.g. Sections 74(6), 75(3)
etc. This is very different from the dra-
conian view which seems to suggest that
office bearers are “jointly and severally
liable” in their personal capacities even
in the absence of any default on their part;

b) the “joint and several liability” formu-
lation — the Service Tax, Sales Tax and
EPF Acts are distinguishable as they
operate on a different rationale e.g. for
all practical purposes, such taxes are
recoverable from customers whilst
EPF contributions are made for the
benefit of employees;

c) the vicariously “assessable and charge-
able” (i.e. vicarious chargeability) formu-
lation — though adopted throughout
Part IV ITA, with the exception of Sec-
tion 75(1), is also distinguishable as it
is subject to the Section 67 safeguards
i.e. the vicarious chargeability of certain
specified representatives is confined to
“accessible moneys” of the principal, the
representatives are indemnified for act-
ing in such capacity and, for the avoid-
ance of doubt, cannot be prosecuted for

offences committed by the principal in
which the representative had no part.

Had Parliament amended Section 75(1)
with a view to imposing joint and several
liability or vicarious chargeability upon of-
fice bearers, it could have elected to adopt
any one of the alternative statutory formu-
lations referred to above. In light of this,
we must conclude that the recent amend-
ments leave the structure of Part IV ITA
and Section 75(1) intact and do not impose
vicarious chargeability or even “personal
liability” upon office bearers.

The omission of the statutory
formula of “assessable and charge-
able” and reading Part IV ITA as a
whole — what does the amended

Section 75(1) really mean?
The most serious failing of the draconian

view is to read the Section 75(1) amend-
ments out of context, by overlooking the
elementary principle of reading the statute
as a whole — see Kesultanan Pahang v.
Sathask Realty Sdn Bhd [1997] 2 CLJ 723
and its corollary principle i.e. that “law
should be coherent and self-consistent” —
Statutory Interpretation, A code, 3rd Ed.
(1997) by F A R Bennion, p. 623.

Upon a reading of Part IV, it is clear that
Section 66 enacts the general principle that
a chargeable person is “assessable and

2 Unlike the ITA formulation, the alternative formu-
lations contained in the service tax, sales tax and
EPF enactments (“the Other Acts”) are merely dis-
cussed by way of analogy. I have deliberately
avoided a detailed consideration of the Other Acts,
which would require a separate and distinct exer-
cise in forensic analysis, due to constraints of time
and space. Consequently, nothing herein contained
should be construed as a conclusion on the mean-
ing of any of the Other Acts.

3 Research into this area has identified an area of
doubt, namely, the formulation found in the Real
Property Gains Tax (“RPGT”) Act 1976 (Act 169).
It is submitted that the vicariously “assessable and
chargeable” formulation contained in Schedule 1
to the RPGT Act arguably only applies in the ad-
ministrative/ministerial sense discussed in the
Chatani case.  The weak language of paragraph 10
of Schedule 1 appears to contain the formulation of
vicarious responsibility as it has no equivalent to the
imperative language of Section 67(3) ITA.  Never-
theless, even if the RPGT formulation is sufficient
to impose “vicarious chargeability”, it would still be
distinguishable from Section 75(1) as it operates
on a different rationale i.e. RPGT is a tax on spe-
cific transactions and it cannot be said that the inci-
dence of RPGT would recur with any great degree
of frequency, unlike income tax which is assessed
annually.  This is a significant restriction in itself.
In any event, I do not propose to conclude on the
RPGT formulation, which, as it stands, is distin-
guishable from Section 75(1) in material respects.
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tains of aircraft’s owned by the principal

� Section 72 — the manager or karta of
a Hindu joint family

� Section 73 — trustees

� Section 74 — executors (defined to in-
clude administrators)

� Section 76 — a nominee on behalf of a
Ruler or Ruling Chief

Section 75 is the only section in the whole
of Part IV ITA that does not refer to another
person (i.e. a “representative”) being “assess-
able and chargeable” on behalf of another
(i.e. a “principal”). Hence, the office bearers
referred to in Section 75(1) do not automati-
cally fall within any of the three classes of
representatives6  referred to in Section 67(1)
unless the DGIR appoints an office bearer
as an agent under Section 68. In this regard,
Section 75(1) (independently of Section
67(4)) only provides that office bearers have
the “responsibility” to do all administrative/
ministerial acts and things for the purposes
of the ITA, including the payment of tax.

Accordingly, Section 75(1) has a more lim-
ited scope of application7  than sub-Sections
67(3) and 67(4) ITA. This again confirms that
Section 75(1) only has the effect of impos-
ing vicarious responsibility upon office bear-
ers, without imposing vicarious chargeabil-
ity or even “personal liability” upon them.

In all, this is a classic case of the applica-
tion of the principle of expressio unius est
exclusio alterius, which, in the context of
Part IV ITA, has the following effect :

a) Parliament has, under Section 67(1),
enacted only three classes of excep-

1

4

4 It would be seen that the amendments to Section
75(1) bring its language in line with the vicarious
responsibility language contained in the first limb
of Section 67(4) ITA, but without the vicarious
chargeability referred to in Section 67(3).  However,
it should also be noted that the language of Section
67(4) goes further than that of Section 75(1).

5 Section 68 ITA provides “The Director General may,
if he thinks fit, by notice in writing appoint any per-
son to be the agent of any other person for all or
any of the purposes of this Act; and, where any per-
son is so appointed for all those purposes, he shall
be assessable and chargeable to tax on behalf of
that other person.” (emphasis added).

6 By way of further illustration of Part IV and the 3
classes of Section 67(1)(a), (b) and (c), it would be
noted that:

a)an agent appointed under Section 68 or a deemed
agent under Section 71 are examples of Section
67(1)(a) representatives;

b) persons referred to in Sections 69, 72, 73 and 74 are
examples of Section 67(1)(b) representatives; and

c) persons referred to in Sections 70 and 76 are ex-
amples of Section 67(1)(c) representatives.

3

sessable and chargeable in his own name.

The representative shall be responsi-
ble for doing all such acts and things as
are required by or by virtue of this Act to
be done by him as representative or by
the principal for the purposes of this Act,
and in particular for the payment of any
tax due from him as representative or
from the principal and for the payment of
any debt so due to the Government un-
der sections 107A, 108, 109 or 109A, or
109B; and, in default of payment, any such
tax or debt (together with any penalty to
which he as representative or the princi-
pal is or would be liable in respect of the
default) shall be recoverable from the rep-
resentative either as such or as if he were
the principal, as the case may be :

Provided that the representative shall
not be required to pay any such tax, debt
or penalty (or any other penalty in-
curred by the principal) otherwise than
from the accessible moneys. …. (em-
phasis added)

To repeat, Section 66 ITA enacts the gen-
eral principle that a person (which includes
a company or other body) is “assessable and
chargeable” in his(its) own right, unless
some other provision of Part IV ITA provides
otherwise, i.e. one of the three classes in sub-
Sections 67(1) (a) to (c) ITA is applicable, in
which case another person (i.e. the repre-
sentative) would be vicariously chargeable
and vicariously responsible on behalf of the
first-mentioned person (i.e. the principal).
However, it should always be remembered
that all such cases of vicarious chargeability
are subject to the Section 67 safeguards.

Examples of representatives falling
within the three classes are enumerated in
the following sections which all contain the
crucial statutory phrase “assessable and
chargeable”, which is necessary to make
a representative vicariously chargeable on
behalf of his/her principal :

� Section 685  — agents appointed by the
DGIR — the appointment may be ap-
pealed against

� Section 69 — guardians of incapaci-
tated persons

� Section 70 — attorneys, factors, agents,
receivers or managers of non-residents

� Section 71 — masters of ships and cap-

chargeable” to tax on his own account un-
less a specific provision of Part IV holds
another person vicariously chargeable (and
not merely vicariously responsible) on his
behalf. Section 66 provides :

66. Personal chargeability :
general principle.

Where under this Act the income of
any person is assessable and chargeable
to tax, that person shall, subject to this
Part, be the person assessable and
chargeable to tax in respect of that in-
come.” (emphasis added)

This general principle is in turn subject
to three exceptional classes (“the three
classes”), set out in Sub-sections 67(1)(a),
(b) and (c), where a “representative” may
be vicariously “assessable and chargeable”
on behalf of his “principal” :

67. Vicarious responsibility and
chargeability.

Subject to this Part, the following
subsections shall apply where by or un-
der any of the following sections of this
Part a person (in this section referred
to as the representative) —
a) is appointed to be the agent of any

other person;
b) is assessable and chargeable to tax

on behalf of any other person; or
c) is a person in whose name another

person is assessable and chargeable
to tax,

any such other person being in this sec-
tion referred to as the principal. … (em-
phasis added)

Close attention should also be paid to
Sections 67(3) and 67(4)4  which, as alluded
to in the marginal note to Section 67, con-
tain the different concepts of vicarious
chargeability and vicarious responsibility :

  Where the representative is assess-
able and chargeable to tax on behalf of
the principal, the representative shall be
assessable and chargeable to tax in like
manner and to the like amount as the prin-
cipal would be assessed and charged to
tax; and, where the principal is assessable
and chargeable in the name of the repre-
sentative, the principal shall be so assess-
able and chargeable in like manner and
to the like amount as he would be as-
sessed and charged to tax if he were as-
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tions to the general principle of charge-
ability in Section 66;

b) the specific situations in which the three
classes of representatives are vicariously
chargeable on behalf of a principal are enu-
merated under Sections 68 to 74 and 76,
as all such sections contain the “assess-
able and chargeable” linguistic formula;

c) all these specific situations are subject
to the Section 67 safeguards;

d) these specific situations are deemed to be
exhaustive under the exclusio unius rule;

e) accordingly, Section 75(1) is not a
statutorily recognised exception to Sec-
tion 66 as Parliament has deliberately
omitted the “assessable and charge-
able” formulation from Section 75(1),
leaving Section 75(1) to impose only
vicarious responsibility (i.e. ministerial
or administrative duties in the Chatani
sense) upon office bearers and not vi-
carious chargeability; and finally

f) as no clear contrary language exists un-
der Section 75(1), it falls under the gen-
eral principle in Section 66 i.e. the com-
pany or other body is “assessable and
chargeable” in its own right and no vi-
carious chargeability is imposed upon any
office bearer unless the DGIR invokes
Section 68(1) to appoint him/her as an
agent, which is a power that existed even
before the amendments to Section 75(1).

Proponents of the draconian view may
argue that there is then no difference be-
tween having an office bearer appointed as
an agent under Section 68(1) and the dra-
conian view that provides that an appoint-
ment is not necessary as vicarious charge-
ability (or perhaps even “personal liability”)
is automatic under the amended Section
75(1). This would be a flawed analysis as
there are significant differences between a
Section 68(1) appointment by the DGIR and
the draconian view of Section 75(1) i.e. :

� the Section 67 safeguards are not clearly
expressed to apply to office bearers8 .

� under Section 67(4), an agent’s “liabil-
ity” is restricted to “accessible moneys”
of the principal. This clearly excludes the
personal assets of such agent, which may
not be the case (in relation to the assets
of office bearers) according to the dra-
conian view of Section 75(1).

� most importantly, the person appointed as
an agent by the DGIR under Section 68(1)
has a statutory right of appeal, against such
appointment, to the Special Commission-
ers of Income Tax and from there to the
courts. This serves as a valuable protec-
tion against arbitrary and capricious con-
duct of the Revenue, if any. Such right of
appeal would not exist in the context of the
draconian view of Section 75(1).

Hence, we are led to the irresistible con-
clusion that Parliament did not intend to im-
pose vicarious chargeability, much less “per-
sonal liability”, upon office bearers but only
a limited form of vicarious responsibility. Any
other interpretation would mean that Parlia-
ment had intended to legislate in an incoher-
ent fashion by imposing undue burdens upon
office bearers without clearly expressing
whether or not the Section 67 safeguards
apply and without an express right of appeal9 .
Such a draconian interpretation would do
great violence to the language of Part IV ITA,
which would be turned on its head. That
surely cannot be the law.

No Sidewind Tax or Absurdities
In dealing the final deathblow to the dra-

conian view, one is constrained to empha-
sise, in addition to the various interpreta-
tive criteria already discussed, two further
principles i.e. :

a) it cannot be argued that the concept of
limited liability of companies, so en-
trenched in Malaysia (see the Yap Sing
Hock  decision and the discussion of the
limited exceptions in which the corpo-
rate veil may be lifted), may be eroded
by a Parliamentary sidewind (“the no
sidewind principle”); and

b) Parliament is presumed to not legislate
absurdities (“the no absurdity principle”).

The no sidewind principle was applied
in the UK cases of R v. Owens (1859) 28
LJQB 316 and Re Seaford (1968) 2 WLR
155 and in the Malaysian case of Chan Chin
Min & Anor v. Lim Yok Eng [1994] 3 AMR
39, where it was held, “…it is in the high-
est degree improbable that Parliament
would depart from the general system of
law without expressing its intention with
irresistible clearness.” The principle is
encapsulated in more lucid terms in Statu-
tory Interpretation, A code – 3rd Ed. (1997)

by F A R Bennion, at p.627 :

“The presumption that Parliament does
not intend to make a radical change in ex-
isting law by a sidewind arises from the
nature of the legislative process. It is, or
should be, a serious business. Changes
in the basic law, since they seriously af-
fect everybody, are to be carefully worked
out. The more fundamental the change,
the more thoroughgoing and considered
should be the provisions by which it is
implemented. Such is the proper way to
conduct the legislative processes of a civi-
lised state.” (emphasis added)

The “no absurdity” principle was applied
by Gopal Sri Ram JCA sitting in the Federal
Court in Lim Phin Khian, where his lord-
ship held that “…it is the duty of the court,
to have regard to the consequences that
would ensue … and to avoid any construc-
tion that would produce absurd results.”
Edgar Joseph Jr. S.C.J. (as his lordship then
was) put it differently in Public Prosecutor
v. Alcontara a/l Ambross Anthony [1993] 2
AMR 39, 2226, at 2245 when his lordship
held, “In other words, courts do not wear
blinkers and construe statutes with narrow

7 Given that Section 75(1) is more limited in its scope
than Section 67(4) ITA, this would explain the new
opening words “Notwithstanding anything to the
contrary to this Act or any other written law…”
i.e. for the avoidance of doubt, Section 75(1) should
not be read to extend as far as Section 67(4), which
has a broader scope of application.  Section 76(2) is
a further example of Parliament avoiding doubt
and/or conflict with the duties set out in Section
67(3) and (4) (“the Section 67 duties”) i.e. the nomi-
nee referred to therein may treat the property of
Rulers and Ruling Chiefs in a manner similar to the
“accessible moneys”.  Section 76(2) goes further
than Section 67 to provide that the taxes of Rulers
and Ruling Chiefs may be paid out of “accessible
moneys” in addition to properties which are held
by or are in the possession of the nominee. This is
why Section 76(2)(d) states that the provisions of
Section 67 shall be modified accordingly.  In con-
trast, the conflict or doubt, if any, between the du-
ties of an office bearer under Section 75(1) and the
Section 67 duties would only arise because the Sec-
tion 67 duties go further than the Section 75(1)
duties and it was necessary to provide, out of an
abundance of caution, that the less onerous Section
75(1) language would apply notwithstanding the
more onerous language of Section 67.

8 Though this ambiguity may be resolved in favour of
office bearers by arguing that the Section 67 safe-
guards would apply by necessary implication in the
unlikely event the draconian view is upheld.  How-
ever, time and space do not permit a comprehen-
sive discussion of such issues in this article.

9 It may be possible to argue that an implied right of
appeal exists or that arguments against an office
bearer’s chargeability, if any, may be put forward in
an appeal against an assessment (e.g. if issued in the
name of the office bearer) under Section 99 ITA.  It
should also be possible to challenge the conduct of
the Revenue by filing proceedings for judicial review
under Order 53 of the Rules of the High Court 1980.
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and legalistic literalness.”
The following absurdities would ensue

by a sidewind, should the draconian view
be applied :

� Parliament intended even independent
non-executive directors sitting on the
boards of public listed companies to put
their personal assets at stake;

� Parliament intended to introduce an un-
limited “personal liability” concept which
would go much further than the exist-
ing vicarious chargeability and vicarious
responsibility concepts comprehensively
set out in Part IV ITA by creating a dif-
ferent and more onerous obligation
within Part IV ITA without amending the
general principle in Section 66;

� Parliament intended to impose vicarious
chargeability (or even “personal liability”)
upon office bearers without the Section
67 safeguards (or any other safeguards);

� Parliament intended to impose vicarious
chargeability upon office bearers over and
above the “accessible moneys” of the princi-
pal and in the absence of any material wrong-
doing on the part of such office bearers;

� the concept of limited liability of compa-
nies would have to be reconfigured for
income tax purposes;

� the corporate veil may be lifted without
any special circumstances or just rea-
sons for so doing (contrast this with the
Yap Sing Hock case).

Parliament cannot be said to have
amended Section 75(1) with a view to intro-
ducing draconian liabilities by a sidewind
and in a manner which would result in ab-
surdity. If Parliament intends to alter the
structure of Section 75(1) to impose greater
“liabilities” upon office bearers, Parliament
would have to do so in language which is
clear and unambiguous and which retains
coherence with Part IV read as a whole.

Interpretative Criteria —
a Conclusion

For the reasons discussed above, it is
obvious that the draconian view is unten-
able as the following critical principles of
statutory interpretation have been violated
by the proponents of that view i.e. :

� ambiguities in taxing/penal statutes are
to be construed in favour of the individual;

� clear words must be used by Parliament

to hold office bearers vicariously charge-
able or even “personally liable” for the
taxes of a company or other body — this
cannot be achieved by a contrived proc-
ess of inference and implied assertion;

� Ut res magis valeat quam pereat — every
word in a statute must be given mean-
ing and cannot be treated as dead letter
— regard must be had to Parliament’s
retention of the less onerous concept of
“responsibility” in preference to other
more onerous concepts such as “liabil-
ity” or “vicarious chargeability”;

� statutes must be read as a whole — Part IV
ITA should be read in a coherent fashion;

� Expressio unius est exclusio alterius —
“express enactment shuts the door to
further implication” — the express pro-
visions of Sections 66 — 74 and 76 pre-
clude any implication of vicarious charge-
ability under Section 75(1);

� substantial changes in law cannot be
casually inferred to arise by a sidewind;

� statutes should not be read so as to re-
sult in absurdity.

A Darker Agenda?
I suppose the concern is really whether

or not there was any design, however reck-
less or remote, to amend Section 75(1) to
tax office bearers without the Section 67
safeguards10 . Had there been any such in-
tention, and though it has thus far misfired
to an incurable degree, the greater fear is
that further amendments would be prom-
ulgated to push this darker agenda through.

If the Revenue seek to enact the draconian
view as law, such an unfortunate course of
conduct would lead to grave, if not disastrous,
economic consequences for Malaysia. I doubt
there are many provisions of Malaysian law
which would succeed in frightening foreign
investment away from Malaysia better than a
tax on office bearers which creeps into the
statute books without much publicity and even
less consultation or debate.

The observations of the author of Statu-
tory Interpretation, A code, 3rd Ed. (1997)
by F.A.R. Bennion, at pp. 617 and 618,
serve as a warning :

“Herman went on to say that “if pri-
vate actors know in advance the inci-
dence of state intervention, they can
adjust their activities to account for it,

thereby avoiding the effect of sporadic
legal catastrophes.” … For the law not
to be known is the ultimate injustice.”

A recurrent overriding concern of for-
eign investors is the level of caprice pre-
vailing in foreign jurisdictions in which
they propose to invest. By this it is meant,
do the authorities say one thing one day
and then shift the goalposts the day after?
Is the law subject to strained and unnatu-
ral constructions? No one wishes to invest
in a foreign land where interpretations of
the law change from day to day, are inco-
herent and premised upon contrived, dra-
conian and/or strained constructions of
legal language, in accordance with the
whims and fancies of the authorities, the
flavour of the month, or whatever you will.

Attempting to push a draconian legisla-
tive agenda through would only serve to
demonstrate how far removed the Revenue
are from the business and economic impera-
tives of corporate Malaysia. Such an agenda
would also undermine the efforts of the
government in stimulating the economy and
only succeed in deflecting prospective for-
eign investment in Malaysia to other Asean
countries like Thailand and, of course, Sin-
gapore in a manner rivalled only by the ex-
cesses of currency speculators during the
height of the Asian economic crisis.

Many a country has suffered for its indif-
ference to such investor concerns and it
would be desirable for the proponents of the
draconian view to think through the very
significant catastrophe that would be visited
upon the country before seeking to pursue
such an ill advised agenda. Malaysia under-
estimates such concerns at its own peril.

Note :  This article was published earlier in the
Malaysian Institute of Taxation’s (MIT) 1st Quar-
ter 2002 edition of Tax Nasional and the July/
August 2002 edition of the Asia Pacific Tax Bul-
letin, published by the International Bureau of
Fiscal Documentation, Amsterdam. This article
was also presented by the author as a paper at
the MIT’s 15 May 2002 Seminar on “The Re-
sponsibilities and Liabilities of Company Offic-
ers and their Advisors under Malaysian Tax
Legislation”. This article sets out the views of
the author and may not necessarily reflect the
views of Messrs. Shearn Delamore & Co.

10  It would be a tragedy if the amendments to Section
75(1) were not intended by Parliament to have a
draconian effect but, notwithstanding such lack of
intent, certain conservative elements within the
Revenue have embarked upon an interpretive “frolic
of their own”, to borrow the words of the court in
Rose v. Plenty.

○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○ ○
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Publicity, whether good or bad is publicity nevertheless,
and the accountancy profession has had an abundance of
it this year. A series of damaging revelations on question-
able accounting practices in several large corporations in
the West, have cast a lingering shadow on the profession
globally. It is time to put the situation in perspective to re-
gain the credibility of accountants.

Armed with a new identity, the Malaysian Chartered Ac-
countant currently faces the daunting task of redeeming
public trust in the profession. With this in mind, this year’s
National Accountants’ Conference (NAC) 2002 puts forth
a theme that best reflects the need to address the issues
and challenges faced by accountants that have a profound
effect on businesses — Securing the Credibility of the Pro-

fession. “This two-day Conference is more than just a gath-
ering of MIA members as it is an ideal platform for all busi-
ness professionals to gain valuable information about de-
velopments in the global accounting fraternity that affect

the very core of international commerce”, said Chuah Soon
Guan, the Head of Continuing Professional Education
(CPE) at the Institute. Together with the accountants, the
participation of industry leaders, policy makers, decision-
makers and innovators is much anticipated at the NAC
2002. In pointing out that the NAC 2002 is a great occa-
sion to network, Chuah said the presence of so many indi-
viduals from diverse backgrounds and varied disciplines
will provide an ideal setting to source for business con-
tacts, strike up deals, in addition to inculcating camarade-
rie among the participants.

The NAC has grown from strength to strength as the
number of participants has increased with each year. “Based
on last year’s excellent turnout of over 1200 participants,
we are targeting 1,500 people this year”, said Chuah opti-
mistically. As has been the practice at past conferences, no
effort has been spared by the Institute to engage both in-
ternational and local speakers of high repute to share their
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knowledge and experience with the participants. This is
more so with the increased support from the professional
accountancy bodies such as ACCA, CIMA, ICA Australia
and CPA Australia in securing the participation of foreign
speakers. “This year, we have a good number of foreign
speakers to impart a wealth of experience to our attendees”,
said Chuah. In explaining the improved programme for the
Conference, he said many of the scheduled topics are very
relevant to the theme. Among them is a plenary session
entitled “Have Auditors Failed in Corporate Governance”,
that would be of particular interest to the audience. “This
time we have very strong technical topics which would be
of interest and benefit to our members such as “Differen-
tial Reporting” and “Cash versus Accrual Approach for Fi-
nancial Reporting”, Chuah said, hinting that there might
be some controversial ones as well.

New on the itinerary of events is a forum on “Re-
visiting the Role of Accountants” which will bring a
cross section of prominent MIA members to address
participants. Hosting this forum will be Norina Yahya
of TV2’s “Global” fame. This lively session promises
to be informative as discussions will revolve around cur-
rent developments and controversies in the accounting fra-
ternity

Also, on a human angle, the NAC 2002 will present Thai-
land’s Sirivat Voravervuthikun, better known as Mr Sand-
wich. A one-time fund manager and property developer,
Sirivat lost his fortune in the Asian financial crisis of 1997
only to re-establish himself as a symbol of perseverance

and willpower
by selling sand-
wiches in the
streets of Bang-
kok. With over 85
international media
inter views under his belt,
Sirivat will share his experience, from his
darkest days to his present status as Thai-
land’s national symbol of perseverance. “Participants can
learn much from the experiences of this man in addition
to drawing strength from his failures and rejuvenation”,
said Chuah.

More than merely a scrumptious meal, the
Grand Conference Dinner promises to be

an evening of splendour as the powerful
vocals of Indonesia’s tantalisingly lovely
Kris Dayanti resonate at the Grand La-
goon Ballroom in Sunway Lagoon Re-

sort Hotel. Here participants can use the
opportunity to network in a relaxed at-

mosphere, catch up with acquaintances or
even close a business deal. It is a known fact

that the best business deals are made in the most unlikely
of places and situations.

So, mark the NAC 2002 on your calendar and take this
opportunity to partake in the Institute’s grandiose event
of the year to be held at the Sunway Pyramid Convention
Centre from the 17-18 of September 2002.
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     OUR COMPANY
The Systems Union Group

Systems Union was founded in the United Kingdom in 1981. Led by

financial management and software experts, the visionary team fore-

saw that future businesses would require new dimensions of flexible

accounting software.

To this day, businesses around the world continue to benefit from

that vision through SunSystems — our flagship solutions suite.

Listed on the London Stock Exchange, the Systems Union Group is

one of the largest business software houses in the world. We provide

global financial management, order-fulfilment and e-business solutions

that support collaborative commerce, and involve low risk and total

cost of ownership.

Systems Union Software

Established in Singapore in 1993, Systems Union Software is the South

Asia office of the Systems Union Group. The office manages opera-

tions in Singapore, Malaysia, Thailand, Philippines, Indonesia, Vietnam,

Cambodia, Myanmar and Laos.

We are one of Asia’s leading business solutions providers. With unrivalled

knowledge of international accounting and business practices, we have

delivered exceptional successes to industries including distribution,

finance, trading, services, technology and hospitality.

Both the Systems Union Asia Pacific Regional Support Centre and the

Group’s first e-business consulting unit, eServices, are based at the

South Asia office.

We provide total business solutions through collaboration with best-

of-breed solution partners. Our solutions suite is always relevant,

comprehensive and competitive.

    OUR FLAGSHIP SOLUTION: SUNSYSTEMS
SunSystems is one of the world’s best-selling and most functional

solutions suites.

The SunSystems Value Proposition is the reason for its place as

the industry benchmark for functionality, flexibility and value.

ANALYSIS : Powered by dynamic analysis and comprehensive re-

porting capabilities, SunSystems identifies mission-critical information

for confident decision-making.

CONTROL : SunSystems enables flexible business control which sup-

ports proactive management of business processes, resources, pro-

ductivity and output.

GLOBALISATION : SunSystems is a universal solution that meets

local requirements — statutory, language, currency and support —

A Word from our LEAD SPONSOR
Systems Union/sunsystems

and provides a global view of the business.

INTEGRATION : SunSystems supports the timely delivery of enter-

prise-wide information through seamless integration with third-party

applications.

PERSONALISATION : SunSystems delivers accurate and timely in-

formation to suppliers, customers and employees in a personalised

format that meets individual needs.

The SunSystems Solutions Suite includes :

� SunSystems Financials

(Ledger Accounting, Asset Register, Corporate Allocations)

� SunSystems Order-Fulfilment

(Sales, Purchase & Inventory Management)

� SunSystems Analytics

(A Comprehensive Portfolio of Reporting, Business Intelligence &

Planning Modules)

� SunSystems i2i Foundation

(A Web-enabled Front-end to SunSystems)

� SunSystems i2i Purchase Requisitioning

(A Browser-based Requisitioning Solution)

� SunSystems PSA

(A Professional Services Automation Solution for Services Organisations)

� SunSystems Collect

(Credit Management & Debt Collection)

� SunSystems Connect & eBusiness Gateway

(XML-based Electronic Gateways that Integrate SunSystems with Other

Applications)

… continued on page 28
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… continued from page 26

OUR SUCCESS
Extensive International Network

�  Systems Union manages a synergistic network of 20 direct sales

offices and over 200 channel partners in 76 countries.

�   We provide quality implementation, training and support at a local

level. We deliver solutions on time and to-budget, ensuring a quick

return on investments.

Growing Customer Base

� Our SunSystems Solutions Suite powers over 18,000 customer

sites (250,000 customer seats) in over 190 countries today.

� SunSystems is used by :

• 15 of the 16 Largest Corporations in the World

•  A Quarter of the Fortune 500 companies

• 60 entities within the FTSE100 listing

� In Asia Pacific, we manage over 7,000 customer sites and are recog-

nised as one of the top business solutions providers in the region.

International Recognition

� A top 10 vendor of Enterprise Relationship Management (ERM)

applications in Asia Pacific. (Source :  IDC 2000/01)

� A top 10 vendor of financial management and business software

worldwide. (Source: Butler Group, September 1998)

� A founding member of UK-based Business Application Software

Developers Association (BASDA), the international software stand-

ards body representing over 350 of the world’s leading applica-

tions software developers.

� The first international accountancy software vendor to achieve

ISO 9001 certification and the TickIT Software Quality Standard

for the entire organisation.

� The largest supplier of financial software to the British public sector.

� The largest supplier of business software to Hong Kong and Japan.

� One of the world’s leading suppliers of financial and business solu-

tions on MS SQL Server with more than 3,400 sites worldwide.

� A pioneer in the development and release of applications that capi-

talise on XML-based web technologies in 1999.

Research & Development

While our main R&D facility is based in Farnborough (UK), the Sys-

tems Union Asia Pacific Regional Support Centre in Singapore is the cen-

tre of excellence for support within the region.

The Centre provides prompt response to technical issues and leads

the localisation of solutions, including the development of SunSystems

in Bahasa Malaysia.

Best-Of-Breed Collaborations

Our best-of-breed alliances with industry leaders like Microsoft, Ora-

System Union Software Pte Ltd, 7 Temasek Boulevard, #29-02 Suntec Tower One, Singapore 038987
Tel : (65)6334 9665   Fax: (65)6334 9646   Email: asia_marketing@sunsystems.com   Website: www.sunsystems.com

Offices in:
Argentina Brazil France Hong Kong Japan Singapore United Kingdom
Australia Canada Germany Italy Mexico Spain United States of America

SPECIAL FOCUS ON NAC 2002

cle and IBM, and with vertical solution partners like Micros-Fidelio

and Frango, empower us to deliver world-class and end-to-end solu-

tions to diverse markets.

        OUR PRESENCE IN MALAYSIA
Malaysia is one of the top 3 largest markets for Systems Union in

South Asia. Today, the SunSystems solution powers more than 350

customer sites from multiple industries.

We are represented in Malaysia by an outstanding team of channel

partners including:

� Eclipse Computing Sdn Bhd

� Infinite Quest Sdn Bhd

� KPMG Consulting Sdn Bhd

� Power Innovations Sdn Bhd

� SCS Computer Systems Sdn Bhd

     OUR PARTICIPATION IN NAC 2002
Systems Union is proud to be the Lead Sponsor at the National Ac-

countants Conference 2002. We are committed towards delivering

future-proofing technologies that will continue to power the busi-

ness decisions of both SMIs and the large enterprises in Malaysia.

Join Mr. Ashley Clarke, CEO for Systems Union Asia Pacific, at the

Plenary Session. He will be sharing his experiences in the global ac-

counting arena and delivering invaluable insights on “Financial

Analytics & Technologies Beyond”.

Do also visit us at booth No. 27 & 28 for exciting solution updates

and giveaways!

For more information on Systems Union and SunSystems, visit

www.sunsystems.com.
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ACCPAC INTERNATIONAL, INC.
ACCPAC International, Inc., a subsidiary of Computer Associ-

ates empowers medium-sized enterprises through a broad range

of end-to-end e-business solutions designed to enhance competi-

tive advantage and increase profitability. Award-winning product

lines include ACCPAC Advantage Series (Enterprise Edition, Cor-

porate Edition, Small Business Edition and Discovery Edition),

ACCPAC Executive Series, ACCPAC Pro Series, ACCPAC

eTransact, ACCPAC eCRM, ACCPAC Warehouse Management

System, Simply Accounting, FAXserve and Simply BitWare.

Based in Pleasanton, California, USA, with offices in Asia, Aus-

tralia, Canada, Mexico, the Middle East, South Africa, and the United

Kingdom, ACCPAC has more than 500,000 registered clients and

5,000 business partners in more than 100 countries worldwide. Visit

ACCPAC at www.accpac.com and www.accpaconline.com.

ACCPAC will be giving a presentation during the NAC 2002

conference on Everyday Measures to Enhance and Control

Business Performance. The session is designed for Manag-

ers who need to understand the financial performance measures

currently being used by the most successful companies. The lec-

ture will identify those measures and advise on how best to im-

plement the results from these measures.

Attendees of the presentation will receive a specially designed

notebook and a complimentary copy of the “39 New Ideas for

CFOs” booklet from ACCPAC.

Visit the ACCPAC booth: F12 at the NAC 2002 Exhibition to

catch demonstrations of the latest applications first-hand.

ACER SALES & SERVICES SDN BHD
Acer was declared the No. 1 Computer Superbrand in 1999, a

Gold Status Computer Superbrand in 2000, 2001 and 2002 in Asia

& Malaysia according to an annual survey carried out by the

Reader’s Digest. This is testimony to Acer’s array of reliable and

innovative products that have obviously been given the thumbs-

up by customers in Asia.

One such product is the Acer Altos and Veriton designed for cor-

porate customers. The award-winning TravelMate Mobile PCs

too are truly innovative as they have the capacity to deliver mo-

bile computing power, modularity and flexibility. And the Acer

multimedia value is what the hot-selling Aspire is all about.

The already famous yet mysterious Travelmate 100, also known

as the convertible style Tablet PC, has already enjoyed good re-

views by the international IT media and tradeshow critics. How-

ever, this is the first time Acer will demonstrate this mobile PC in

public. A perfect integration of a user’s natural and practical needs,

the Acer TravelMate 100 revolutionises the conventional way of

A Word on our PROMINENT SPONSORS

using a mobile PC with a direct pen-input feature. Moreover, the

embedded wireless and convertible panel make the TravelMate

100 a genuine mobile PC.(Visit us at Booth #29)

BDO Binder
BDO Binder is a member firm of BDO International, one of

the world’s largest networks of professional firms serving global

and national businesses in 99 countries worldwide with 590 of-

fices. The global fee income in 2001 exceeded US$2.2 billion.

Since our establishment in 1964, the firm has developed a na-

tionwide network of offices, which meets the needs of our cli-

ents. Like every other BDO member firm worldwide, our work

approach embodies BDO methodology of exacting standards and

common operating and quality procedures.

We provide a comprehensive range of specialist business advi-

sory services such as corporate finance, business restructuring

and corporate governance in addition to our core audit and tax

advisory services.

Kuala Lumpur
Stock Exchange
The Kuala Lumpur Stock Exchange (KLSE) was established in

1973 and provides a central market place for buyers and sellers

to transact business in shares, warrants, fixed income securities

and various other securities of Malaysian listed companies.

The KLSE today is one of the largest bourses in Asia with over

840 listed companies offering a wide range of investment choices.

Through its network of companies, the KLSE Group provides a

comprehensive range of services to support the capital market

and securities industry of Malaysia.

CCH MALAYSIA
CCH Malaysia is the leading information provider for

professionals who tackle complex regulatory issues in the areas of

tax, accounting, human resources, business practices and law. CCH

works closely with top specialists in their fields to provide insight

that advances the knowledge and productivity of organisations.

Today the company markets an extensive range of knowledge

products that live-up to the changing needs of their clients. One

such powerful product is the CCH business tool in HR, audit and

business planning which is highly acclaimed by professionals

worldwide. Nevertheless, accuracy, quality and fast reporting

remain among the company’s most important hallmarks.

… continued on page 32
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… continued from page 30

CCH currently has content available in print, electronic and online

on the following topics :

Taxation, Employment Law, Auditing, Accounts Preparation,

Training, Company Law, Company Secretarial Practice, Business

Law, Occupational Health and Safety, Human Resource, Real Es-

tate, E Business and more.

DIRECT ACCESS
Direct Access, a division of Southern Bank Berhad was estab-

lished in 1995 and is Malaysia’s first 24-hour direct banking serv-

ice provider, offering customers complete banking convenience

24 hours a day, 7 days a week via telephone, fax, or the Internet.

The company markets a continuous stream of innovative bank-

ing products and value-added services such as credit cards, cur-

rent accounts, savings accounts, fixed deposits, overdraft facili-

ties, personal loans and home mortgages. These products have

features that strongly uphold the company’s belief that Direct

Access is how all banking should be done.

Placing a premium on quality, the company was rewarded for its

efforts in 1998 and 2001 when it was awarded the internationally

acclaimed ISO 9002 certification from SIRIM.

GALAXY AUTOMATION
SDN BHD
Galaxy Automation Sdn Bhd was established in Malaysia in 1988

as a distributor of communication products. It holds sole distribu-

tor status for the Risograph copy printer.

Distribution of the Risograph copy printer and its related prod-

ucts is the core business of the company. This product alone en-

joys 80 per cent market share in Malaysia. Its newest product,

the Risograph network printer from Riso Kagaku, Japan, with a

printing speed of 130 copies per minute offers the latest in high

speed printing technology with the ability to print in a multitude

of spot colours and on various paper types.

With an established network of branches and depots throughout

Malaysia, the company has an impressive clientèle that includes cor-

porate, education and government sectors. Backed by an efficient

sales and service team, Galaxy Automation offers a comprehensive

solution for document management and printing requirements.

Microsoft Great Plains
Business Solutions
eEnterprise & Dynamics

Microsoft Great Plains provides business applications that help small

and mid-sized companies become more agile in today’s intercon-

nected economy. More than 140,000 businesses in 132 countries

count on Microsoft Great Plains Business Solutions for financials,

distribution, project accounting, electronic commerce, human re-

sources, manufacturing, business analytics, sales and marketing

management, and customer service and support solutions.

Its business solutions are designed to meet the broad spectrum

of business application needs of small and mid-sized companies,

which generally consists of businesses with US$1 to US$800 mil-

lion in annual revenues. The solutions are cost effective, easy to

use and easy to implement, delivering powerful accounting and

business management capabilities to businesses. They offer easy

access to all the information needed to run a business, with full

integration with Microsoft Office.

Released in July 1994, Microsoft Great Plains eEnterprise is an

enterprise-wide, integrated solution available exclusively for the

Microsoft SQL Server. Released in February 1993, Microsoft

Great Plains Dynamics is a business solution targeted to the mid-

market. Dynamics is available on the Microsoft SQL Server da-

tabase.

NEC Malaysia Sdn. Bhd.
NEC Malaysia Sdn. Bhd. set up headquarters in Kuala Lumpur

when it was incorporated in 1988. It runs a host of Authorised Serv-

ice Partner Centres in major towns and cities throughout Malay-

sia and is the country’s leading Information Technology company.

Undertaking a wide range of systems and solutions integration, it

also provides consulting services to government and financial in-

stitutions as well as companies in the private and public sectors.

Some of the products and services by NEC Solutions are Enter-

prise Resource Planning (ERP), Customer Relationship Manage-

ment (CRM), Data Warehouse, Business Intelligence, Imaging,

Open Retail System, Biometrics, Human Resource Enterprise So-

lutions, as well as Network consultation, implementation, secu-

rity and support services. For more information on NEC Malay-

sia Sdn. Bhd. visit http://www.necmalaysia.com.my.

THE EDGE
The Edge is Malaysia’s best selling business and investment

weekly newspaper. It was launched in 1994 and as at December

2001, has an audited circulation of 18,450 copies per issue with a

readership audience in excess of 100,000. The articles covered

in the paper focus on corporate, investment, real estate, lifestyle

and technology business issues.

The Edge’s readers are predominantly professionals, businessmen

and women, corporate executives, capital market professionals, and

upper income and high net worth individuals. The paper is distrib-

uted nationwide via newsstands and through subscription.

The Edge Communications Sdn Bhd, publisher of The Edge, also

publishes Personal Money, a monthly magazine on personal finance.
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PROGRAMME
PLENARY SESSIONS

        “Have Auditors Failed in Corporate Governance?”
         by Prof. TJ Wong, University of Science & Technology, HK, Discussant :  Philip Koh, Lee Hishammuddin

“Never, Never, Never Give In … ”
       by Sirivat Voravetvuthikun, Thailand Millionaire Mr. Sandwich

          “Financial Analytics & Technologies Beyond”
                  by Ashley Clarke, CEO, Asia Pacific Systems Union

     Forum on “Revisiting the Role of Accountants” by key panelists

         CONCURRENT A      Business/Economy

            “Reviving Enterpreneurship in Your Business”
    by Dr Noel Lindsay, Chairman, Vizier Meridian

    “The Future of Service Providers —
      Finding New Revenue Streams”
         by Victor Ooi Boon Beng, CEO, BizAid Technologies

        “Biotechnology — The Next Business Boom”
             by Assoc. Prof. Dr Makhdzir Mardan, Deputy Vice Chancellor, UPM

          “Cash versus Accrual Approach for Financial Reporting”
               by Des Pearson, Auditor General of Western Australia

            “K-Accountants :  A Human Resource Perspective”
                by Asohan S., Human Resource Manager, KL Kepong Bhd

          CONCURRENT B    Technology/E-Business

            “IT and the Law :  An Overview”
  by Wong Jin Nee, Raja, Darryl & Loh

“The e-CFO : How E-Business Impacts the Finance Function?”
by Dr John Lee, KPMG Consulting Asia

“Relevance of Accounting Standards and Audit in the Wake
         of  Recent Accounting Scandals” by key panelists

                  “Future of Technology in Malaysia”
         by Darke M Sani (Invited)

                                  Senior General Manager & Head, Enterprise & Business, Maxis

                        “How is your Business REALLY Doing?”
                             by Alan Miltz, ACCPAC Global Strategic Partner
                          Director, Co-Founder, InMatrix Pty.Ltd.

  CONCURRENT C     Change Management/Living Skills

“The Art of Business Entertaining”
            by Georgianna Das, Co-Founder, GD-Urbane Consulting Sdn Bhd

    “Differential Reporting”
by Professor Robin Jarvis, Head, Small Business, ACCA, UK

      “From Stress to Success”
           by Dr. Lee Aik Hoe, Consultant Psychiatrist

“Who Moved My Cheese?”
by Jimmy Tan, Dr Spencer Johnson Certified Trainer , Cyber Eureka Pte Ltd
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Alan Miltz   is director and co-founder of

InMatrix Pty Ltd. For over 10 years, he was a

consultant to the Australian government on the

restructuring of industry. Alan’s major focus

however is on implementing ‘world’s best prac-

tices’ in Australian companies. Todate, Alan

has completed in excess of 200 business plans for major public

companies and large private enterprises and is involved in the train-

ing of senior management in industry. He also finds time to lecture

part-time in many leading Melbourne universities. In 2000 Alan

Miltz was voted Best New Speaker in Australia for TEC. Presently,

he is Global Strategic Partner of ACCPAC.

Ashley Clarke   is the Chief Executive

Officer for Asia Pacific, at Systems Union

based in Hong Kong. He oversees operations

of Systems Union offices in Singapore, Hong

Kong, Sydney, Melbourne and Japan. Ashley

joined Systems Union Limited in 1991 and was

the Chief Operating Officer for Asia Pacific before being appointed

Chief Executive Officer. Prior to joining Systems Union, Ashley

held key positions at leading business software houses. He also

devoted 4 years with Deloitte and Touche in London. He shares

his vision on technological trends through his contributions on

the editorial board of CFO ASIA and has appeared as guest speaker

on numerous prime time business talk shows on CNBC.

Asohan Satkunasingham   is a

human resource practitioner with experience

in coaching and developing people. He holds

a CIPM from MIHRM, Diploma in HRM with

ICM, UK and Bachelors in HRM, Canada.

Currently, he is pursuing a Masters in HRM and also a Bachelors

in Jurisprudence with the University of Malaya. He has devel-

oped training modules and presented working papers for major

human resource conferences. At present, he is the Human Re-

source and Home Affairs Lead for the Perak Branch of the

Malaysian International Chambers of Commerce and Industry

(MICCI). He has worked with some of the largest MNCs in Ma-

laysia and is currently with Kuala Lumpur Kepong Berhad as their

Human Resource Manager.

Associate Professor Dr. Makhdzir

Mardan is the Deputy Vice Chancellor

(Development), University Putra Malaysia.

He holds a Ph.D in Apiculture from the Uni-

versity of Guelph, Canada. Presently Assoc.

Prof Dr Makhdzir is the Chairman of Rainforest Knowledge In-

dustries. He is also the Chairman of the Rainforest Academy of

Malaysia.  Assoc. Prof Dr Makhdzir has published more than 135

publications and has presented papers in conferences worldwide.

He was Research Fellow, HUMBOLDT-STIFTUNG (Germany)

in 1993 and was presented the G. F. Townsend Award by the Uni-

versity of Guelph, Canada in 1987.

Des Pearson was appointed Auditor

General for the State of Western Australia in

1991. From 1979 to 1988 he worked in sen-

ior positions with the Australian Department

of Primary Industries and Energy. He was

also Associate Director, Corporate Services

with the Canberra Institute of Technology from 1988 to 1991. He

has been an involved member of CPA Australia, the Institute of

Public Administration and the Australian Institute of Management

having served all three bodies as Western Australia President

and at National Board level.  He was CPA Australia’s National

President in 2001. He was also a member of the Auditing and

Assurance Standards Board from 1997 - 2000 and Convenor of

the Australasian Council of Auditors General from 1997 - 1999,

and of the Institute of Chartered Accountants in Australia.

Dr John Lee is a Director in KPMG Consulting Sdn Bhd –

a Financial Services and Strategy Consulting practice. He is re-

sponsible for leading and directing financial services and stra-

tegic consulting. He also handles capital markets and risk man-

agement and has completed numerous projects in the region.

Before joining KPMG, John Lee was the General Manager of

the Kuala Lumpur Options & Financial Futures Exchange

(KLOFFE), responsible for overall operations. He holds a Ph.D

in financial economics and a Bachelor of Economics from

Monash University.

Dr Lee Aik Hoe is a psychiatrist by pro-

fession. He obtained his medical degree from

the University of Malaya in 1977 and his Mas-

ters in Psychological Medicine in 1982. A

Fellowship of the Australian and New Zealand

College of Psychiatrists soon followed in

1985. Dr Lee once lectured psychiatry at the University of Ma-

laya and in 1985, started private practice as a consultant psychia-

trist. Today he is a visiting psychiatrist to several private medical

centres in the Klang Valley. He has also given many talks on psy-

chiatric illnesses and mental health to the public and has been

interviewed over the radio, television and newspaper.

… continued on page 38
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Dr. Noel Lindsay JP, Chairman of Vi-

zier Meridian Centre for Entrepreneurship

Sdn Bhd., is also an Associate Professor of

Entrepreneurship at a leading university in

Australia. Apart from his 30 years experience

in business start-ups, he has also achieved many successful busi-

ness ventures. Armed with corporate insolvency experience, he

took on a consulting position in strategic planning, corporate en-

trepreneurship, commercialism of technology, and innovation of

SMIs/SMEs in the corporate and Government sectors. Over the

last 15 years, he was involved in developing, mentoring and re-

viewing over 3,000 business plans. He is the author and co-au-

thor of several publications including the business plan manual

“Enterprise and Business Venturing: Developing an Effective

Business Plan” and “Stars Under the Southern Cross: The Un-

told Stories of Queensland Family Business.”

Georgianna Dass specialises in Busi-

ness Etiquette & Protocol, Communication

and Corporate Image and is the Co-founder

and Director of Urbane Consulting (formerly

known as L’ecole des Etiquette), a company

established in 1997. Georgianna holds a Bachelor of Arts in Eco-

nomics and Business from the University of York in Canada as

well as qualifications in all aspects of Continental & American

customs in etiquette & protocol from the Institute Villa Pierrefeu

in Switzerland and E’cole Executifs in USA. She has appeared in

numerous publications and is a regular guest on radio and TV

talk shows.

Professor T.J. Wong is a Wei Lun

fellow and Director of Center for Corporate

Governance at the Hong Kong University of

Science and Technology. He received his

B.B.A. (summa cum laude) from Dickinson

College, Carlisle, PA, and MBA and Ph.D. degrees from UCLA.

Before working in Hong Kong, he taught at the University of

Maryland - College Park, USA. Professor Wong has written a

host of research articles on finance and accounting which have

appeared in the Journal of Finance, Journal of Financial Eco-

nomics, Review of Financial Studies, The Accounting Review, Jour-

nal of Accounting and Economics and Journal of Accounting Re-

search. His research findings were also published in the Wall

Street Journal, the Asian Wall Street Journal, The Economist, Globe

and Mail, Hong Kong Economic Journal, the ACCA Journal and

Journal of the American Chamber of Commerce in Hong Kong,

and was used in the U.S. congressional testimony on securities

fraud litigation.

Sirivat Voravetvuthikun. Upon

graduating from the University of Texas, US in

1974, Sirivat Voravetvuthikun excelled in the in-

dustries of finance and securities for 16 years.

In 1990, he stepped down as Managing Direc-

tor and became even more successful investing for clients in the

local stock market. Many became overnight millionaires. However

hard times descended on him with the crash of the stock market in

1994. He lost all his money. His multi-million high-end condominium

project also crumbled in 1997, the year the IMF moved into Thai-

land. In April that year, he took to selling sandwiches as a means of

earning a living and paying the wages of his staff. The going was

tough. On his first day, selling just 20 sandwiches took him 7 long

hours and only 500 Baht in earnings. Today however, the story’s

more inspiring. He has made a name for himself once again, dab-

bling in other ‘foods’ such as sushi brown rice and Thai crispy rice

snacks. To date, he has given interviews to over 85 international

media groups (CNN, BBC World, CNBC, NHK, New York Times

and the Los Angeles Times) as well as domestic media groups apart

from accepting invitations as special guest speaker in over 80 uni-

versities, chambers of commerce as well as private and public or-

ganisations in Bangkok and other provinces.

Victor Ooi Boon Beng is currently Chief

Executive Officer of BizAid Technologies, a tech-

nology and knowledge enabler. He develops soft-

ware solutions for the practice industry, as well as

integrative software, Internet and education solutions for the profes-

sional business community. Victor is also the Managing Director of

Info-House, a HR and management firm specialising in training & de-

velopment, executive search and management consultancy services.

An accountant by profession, Victor also holds an MBA in technology

and management. He has working experience in the fields of audit,

taxation, accountancy, company secretarial work, HR management,

process re-engineering, strategic planning and general management.

Jimmy Tan is Executive Director of Cyber

Eureka Pty Ltd. He has 23 years’ human re-

sources and training experience with leading

American and European MNCs, involving world-

wide and regional responsibilities. He received

his Masters degree in Business Analysis (Distinction) from the Uni-

versity of Lancaster, UK. Jimmy is the certified trainer for various

training systems among others Spencer Johnson’s “Who Moved My

Cheese?”,  Tony Buzan’s Mind Mapping® & Advanced Learning Strat-

egy and FISH ! Philosophy. Jimmy has facilitated training in the US,

Europe and Asia. He also lectures at the Singapore Institute of Man-

agement, Productivity & Standards Board and the Police Academy.

… continued from page 36
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  • Accpac International Inc

 • Acctrak21 Marketing Sdn Bhd

           • Acer Sales & Services Sdn Bhd

                   • BizAid Technologies Sdn Bhd

          • Chartered Institute of Management Accountants

• CIMB Securities Sdn Bhd

     • CODA Business Systems Sdn Bhd

          • Commerce Clearing House (M) Sdn Bhd

              • Direct Access, A Division of Southern Bank Bhd

  • Eclipse Computing Sdn Bhd

    • Etanium Sdn Bhd

       • Irmal Foods Sdn Bhd

         • KarenSoft Technology Bhd

          • Kolej Kasturi

           • MAA International Assurance Ltd

            • MCSB Systems (M) Bhd

            • Microsoft Business Solutions

            • NEC Malaysia Sdn Bhd

           • OBM Software Sdn Bhd (MSC Status Company)

            • Power Innovations Resources Group of Companies

        • Systems Union Software Pte Ltd / SunSystems

       • Technology One Corporation Sdn Bhd

    • Wired Business Sdn Bhd
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M O N E Y  T R E E
F I N A N C I A L  P L A N N I N G

like to highlight to your clients.

How to Identify the
Key-Employee in a Business?

Most often, key-employees possess sev-
eral characteristics distinguishing them
from other employees in the organisation,
including the following :

A key-employee might have a special-
ised skill critical to the success of the
business. The skill may be possessed
by potential replacements, but replace-
ment employees might have to be re-
cruited at a higher compensation level;

The employee has significant customer
or client base and is responsible for at-
tracting significant amount of business
and contracts to the company;

The key-employee might be a source
of capital and the loss of this key-em-
ployee would damage the credit rating
of the business. The company might
even have difficulty justifying the finan-
cial lending without the key-employee.

In real practice, identifying the key-em-
ployee might be more difficult than dis-
cussed in theory. As professionals, we have
to be cautious that the term “key-em-
ployee” is not necessarily limited to em-
ployees of the company only. It may include
business owner employees as well. In most

of the SMI businesses in Malaysia, the
owners usually play an important role in
building the business and actually work as
an employee.

What are the Circumstances in
which a Company Loses the

Key-Employee?
Life is full of uncertainties. There are a

few things that could happen to key-em-
ployees that would result in financial losses
to the business :

They die;

They become disabled; or

They leave the company.

As such, a proper business financial plan
is needed to protect the business interests
of the company to manage the risks and
losses incurred in the event of the above.

How to Put Dollar and Cent on
a Key-Employee?

Valuing a key-employee’s contribution to
the business is even more speculative than
valuing the business itself. The actual valu-
ation method used is very much depend-
ent on the characteristic of the key-em-
ployee that makes the employee “key” to
the business; for example, “a sales man-
ager who has substantial impact upon sales
or a financial officer who has access to
credit facilities.”

Four of the most commonly used valua-
tion methods for key-employees are as fol-
lows :

Contribution to profits. Under this
method, estimate the employee’s im-
pact on profits each year, then capital-

Protecting Your
Client’s Business
Interests By Yap Ming Hui

As a professional who strives to add value to business owner clients’
interests, it is important for an accountant to highlight any potential
threat and risk to the client. In this article, we will look at one of the
most overlooked areas in financial planning for business owners,
protecting the business from the loss of key-employees.
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A
t the turn of the last century, one
of the greatest entrepreneurs in
the US, Andrew Carnegie was
asked, “What do you attribute

your success to?” He answered, “Take from
me all the ore mines, railroads, manufac-
turing plants, but leave me my organisa-
tion, and in a few years I promise to dupli-
cate the Carnegie company.” The success
of a business often depends on the people
in the organisation.

The loss of a key-employee’s services
due to death or disability will usually re-
sult in some form of financial loss, as fol-
lows :

Losses through errors of judgment of
less competent replacements;

Losses through evaporation of goodwill
and business connections;

Losses in company’s credit standing;

Losses through competition that no
longer can be met;

Losses in hiring and training new re-
placement;

Losses through impaired morale of
other employees.

If you are a trusted advisor to a business
owner client, protecting the business inter-
est’s from the financial loss of key-employ-
ees is certainly one critical issue you would
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Company’s reserve fund. The ques-
tion is whether the company has
enough time to build up the necessary
amount. Even if it is, the cost of fund-
ing is 100 cents to RM1.

Current Profit . The question is
whether it is prudent and dependable
to rely on the uncer tain amount of
profit. Even if it is, the cost of funding
is still 100 cents to RM1.

Borrowings. The question is whether
is it good to incur new loans when the

company has just lost a key-
employee. Even if it is, who
would be keen to lend the
money to a company that has
just lost a key-employee?
Worse still, the cost of fund-
ing is 100 cents plus interest
on borrowing.

     Key-employee insur-
ance . The question is
whether the key-employee is
insurable. This solution pro-
vides opportunity to pay RM1
at a discount.

One of the classic judg-
ments of key-employee insur-
ance came in a 1951 US
Court of Appeals 3rd Circuit
case, The Emeloid Co., Inc. v.
Commissioner, where Justice
Joseph Staley Jr. wrote,
“What corporate purpose
could be more essential than
key-employee insurance?
The business that insures its
buildings and machinery and
automobiles from every pos-
sible hazard can hardly be

expected to exercise less care in protect-
ing itself against the loss of two of its most
vital assets — managerial skills and expe-
rience.”

Due to the fact that the loss of key-em-
ployee results in significant losses to a busi-
ness, your advice to the business owner cli-
ent would not be complete without address-
ing this issue appropriately. So, approach
and highlight to your client the importance
of addressing this issue. If you need any
assistance in this area, a qualified and ex-
perienced financial advisor is always avail-
able to work together with you.
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1ise that contribution over the number
of years it takes to find and train a re-
placement.

Business-life Value. Under this ap-
proach, the estimated decrease in busi-
ness earnings is multiplied by the years
of work left in the key-employee’s ca-
reer. The decrease in business earn-
ings could be traceable to the key-em-
ployee’s efforts, skills, knowledge, tal-
ents, contacts, sales results, or other
attributes. That outcome is then dis-
counted (reduced) using a reasonable
interest rate.

Multiple of salary. As-
suming salary to be a fair
measure of a key-employ-
ee’s value to the business,
multiply that salary to a
factor of between three
and 10 factors, depending
on just how valuable the
employee is perceived to
be.

Discount of the busi-
ness. This approach esti-
mates the percentage re-
duction in the business’s
going concern value that
would result from the loss
of the key-employee and to
multiply that percentage
by the business’s going
concern value.

The task of evaluating a key-
employee’s worth to a busi-
ness will always require some
form of discretion and there-
fore can never be totally pre-
cise and accurate. However,
this is an area where you can
provide valuable technical assistance to
your clients to alleviate their worries on
this concern.

What are the possible solutions to indem-
nify the company from the loss of a key-
employee?

In an idealistic world, the best solution
would be getting an equally competent re-
placement immediately for the same com-
pensation package. But the question is, “Is
it realistic?” Of course not! In the real
world, the real solution to the problems is
to have timely cash to do the following :

to sustain the company when the in-
come decreases and expenses in-
crease;

to liquidate loans and outstanding fi-
nancial obligations;

to maintain the ability to settle bills,
salaries and other expenses so that
employees, customers and suppliers
are convinced that the business is con-
tinuing;

to recruit and train a suitable replace-
ment;

to cover the cost of mistakes made by
the replacement when he starts on the
job;

to provide gratuity benefits to the de-
ceased’s family;

to assure suppliers and creditors of pay-
ments;

What are the Possible Sources for
the Timely Cash?

The following are several funding
sources to address the loss of key-employ-
ees :
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I N S T I T U T E  N E W S
P E N A N G

MIA Penang
Taxation Sub-
committee
Chairman, Fan
Kah Seong
(left) presenting
a memento to
the esteemed
speaker, Wong
Poh Lam

Evening Talks with the
IRB Head

The Taxation sub-committee of the MIA Penang Branch or-
ganised a Tea Talk, “Public Rulings with Special Reference
to PR8/2000 Wilful Evasion of Tax and Related Offences”

on 6 June 2002 at Shangri-La Hotel Penang.
Although the topic has been covered in the previous tax semi-

nars, it was for the first time being presented from the perspec-
tive of the authority with the Head of IRB Penang, Wong Poh
Lam, heading the talk. The session was attended by over 110
participants

Members’ Dialogue

As part of the Institute’s nationwide roadshow programme,
a Member’s Dialogue was held on June 12, 2002 at Bukit
Jambul Countr y Club Penang. MIA President, Abdul

Samad Haji Alias and Council Members Datuk Nur Jazlan Tan
Sri Mohamed and Nik Mohd Hasyudeen Yusoff elaborated on
the current progress pertaining to the MIA’s strategic imple-
mentation status and issues affecting members in commerce and
industry as well as in practise. Some 70 members attended the
dialogue.

Nothing shakes the stodgy world of
finance and business like an explo-
sive corporate scandal. And we’ve

seen quite a few — Barings Bank in the
UK, Daiwa Bank in Japan, Credit Lyonnais
in France, Bre-X from Canada, the Savings
and Loan crisis in the US … the list goes
on. But perhaps all these corporate crises
pale in comparison with the Enron Corp
and Worldcom debacles that erupted in the
US in December last year and this year con-
secutively. A treacherous web of deceit,
cover-ups, betrayal, greed and high con-

Accounting Debacles :  A Profession Called to Account

Some of the participants

Views from the top …MIA President, Abdul Samad Hj. Alias
(centre) together with the other council members and secretariat
staff elaborating on some key issues

Evening Talk in progress

nections, the impact of these scandals can-
not be adequately measured. However, the
tremors have been felt far and wide, across
sectors and geographical borders. Unde-
niably, these scandals, like the fallout from
any major financial collapse, holds world-
wide implications simply because of the in-
creasingly globalised nature of business,

In the wake of such corporate disasters
and unethical shenanigans, the half day
event “Post Enron — Lessons Learnt?”
on 24 October 2002 at Universiti Sains
Malaysia, Penang will address this issue

and the key challenges facing the profes-
sion today. As the forum for accountants,
the event aims to restore the profession’s
deserved credibility and dignity. As well as
providing some thoughts on how the pro-
fession should improve its financial report-
ing standards and corporate governance.

The event is jointly organised by the MIA
Penang Branch’s CPE Sub-Committee and
USM’s School of Management. For regis-
tration and enquiries, please call the
branch staf f at 04-229 4203 or e-mail :
mianb@po.jaring.my AN
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I N S T I T U T E  N E W S

The Bintulu Chapter recently held a
dialogue with the Inland Revenue
Board. Ngu Woo Hieng, Chapter

Chairman led 30 members representing all
chapter member firms in the discussion
with Abdul Halim bin Omar, Branch Head
of IRB Bintulu and his officers. Corpora-
tions, e.g. Bintulu Port Holdings Bhd, PBB
Oil Palms Bhd and BBC Construction Sdn
Bhd were also represented at the dialogue.
The Inland Revenue Board hosted the an-
nual dialogue at the Dewan Wawasan of
LHDN and a variety of local delicacies and
fried noodles were catered for the partici-
pants

The dialogue concentrated on issues per-
taining to the latest amendments to the In-
come Tax Act 1967. Issues on stamping of
Form 32A, tax exemption under S.128
(when owner is compelled to vacate), need
for tax filings after application for striking
off under S.308 of C. Act 1965 and other
administration matters were discussed. In
answer to the problem of “bogus tax
agents”, Abdul Halim Omar reaffirmed that
tax returns submitted by non-member
firms (or without identification) would be
closely scrutinised.

These annual dialogues are conducted
to assist in maintaining and improving a
good working relationship between MIA
and the IRB, and Ngu is confident that
Bintulu members can contribute towards
good working ties with the IRB in order to
serve their mutual clients better

In Miri, the members preferred a
friendly game of badminton and let their
rackets do the talking. The badminton
team from the IRB Sports Club of Miri was
led by Mohd bin Sait, Senior Assistant Di-
rector of the IRB Miri Branch while MIA
team was captained by Alex Wong. The
match was organised by the Miri Chapter
to foster fellowship among its members
and the staff of the Inland Revenue Board.
Being a friendly match it ended in a 3 – 3
draw. Chapter Chairman, Andy Chia
quipped “Everybody went home happy.
The accountants were fortunate that Mohd
Sait had not played for about a year, other-
wise MIA would have surely lost”.

Closer Ties with Bintulu and Miri IRB

Ngu Woo Hieng (right) presenting a token appreciation to Abdul Halim bin Omar (left)

IRB Miri’s hero, Mohd Sait (in track suit), Andy Chia (in long trousers) Alex Wong (front right)
and badminton players from both teams

Group photograph of MIA Bintulu members with staff of IRB Bintulu after the dialogue in
Dewan Wawasan

AN
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One hundred and eighteen account-
ants rushed to and packed the con-
ference room at the Shangri La

Tanjung Aru Resort when Abdul Samad bin
Alias, MIA President and Nik Mohd
Hasyudeen bin Yusoff, Public Practice Com-
mittee Chairman were in Kota Kinabalu for
the Sabah leg of the nationwide members’
dialogue. Because of the June school holi-
days and the Sabah Harvest Festival, secur-
ing flights to this popular tourist destination
in East Malaysia was quite impossible and
our President and council members faced
great difficulties in getting seats confirmed
in and out of Kota Kinabalu.

Alexandra Thien, Sabah Branch Chairper-
son expressed her confidence that this over-
whelming response must indicate the
wishes of the members in Sabah Branch and
Chapters to know more about the Institute,
her new vision, her new mission and her
plans for the future and for her members.
Abdul Rahim bin Abdul Hamid, council
member, who was in town on business tried
unsuccessfully to be seated among the
Sabahans as he was immediately called by
Abdul Samad to assist in the dialogue ses-
sions. Also present at the dialogue were
chairmen of the three chapters who had
earlier attended the Sabah branch monthly
committee meeting. Chin Chee Kee
(Labuan) and Tan Hwang Dak (Sandakan)
raised important issues on behalf of their
members of the local chapters. The Kota
Kinabalu dialogue was made exceptionally
interesting by the comments made by a
young, outspoken and articulate member ,
Mohd Faizal bin Mas’od who discussed pas-
sionately on the application of MASB stand-
ards in the government sector.

Other concerned members kept the
President in dialogue with numerous is-
sues starting at 4.00 p.m. until well past
7.00 p.m. when he had to leave to catch his
flight back to Kuala Lumpur the same
evening. The hotel staff waited patiently
and literally begged the Sabah committee
to vacate the room as it was booked by
another party for a dinner function and
guests of the 90 year old birthday celebrant
had started to arrive at the venue which
had yet to be prepared for his dinner re-
ception.

Members’ Dialogue in Sabah

Sabah Branch Committee with Council — (seated L-R) Nik Mohd Hasyudeen, Alexandra
Thien, Abdul Samad, Chin Chee Kee (standing L-R) Desmond Chu, Viviana Lim, Kevin
How, Chang Yu Chuk, Aileen Yeap, Simon Liew, Ho Yung Kong, Philip Yong, Poon Chiong
Phui and Tan Huang Dak

Part of the group of members at the second session of the dialogue

First session — Practitioners dialogue in progress

AN
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ACCA’S ANNUAL SPORTS DAY

F or two full days, students of ACCA
were playing and enjoying them-
selves tremendously at the annual

ACCA Sports Day. Despite the heavy rain
in the afternoons, 47 students of ACCA
sportingly gave their best in each and every
game that they competed in.

The Sports Day was held at MPPJ Astaka
Field in Petaling Jaya recently.
Among the games played were
football, badminton, tennis, net-
ball, table tennis and of course
telematches.

“The ACCA Sports Day is an
annual event organised by
ACCA’s Student Ambassador.
We hope to promote a healthy
lifestyle among students. It’s not
healthy for students to be en-
grossed with studying without a
balance of other activities in their

lives. In fact sports could help students to
study better,” said the Project Director,
Mohd Salihin Othman.

“Sports is great! I mean this is not only
about winning but it is actually about enjoy-
ing yourself and freeing yourself from stress.
No doubt studying for the ACCA is stressful
but one has to have a balance to avoid the

Being healthy and happy!The organising committee of the ACCA Sports Day

The winning team for netball from TAR College

‘Jack-the-dull-boy’ syndrome and sports does
help on that score,” said Caroline Rockey en-
thusiastically. She played netball for the
ACCA Student Ambassador team.

On the second day, students received a
very nice surprise from the crew of Hitz
FM, who showed up in their ‘Hitz Prado
Cruiser’  to distribute freebies. The Hitz

FM crew spor tingly an-
nounced the location of the
ACCA Sports Day ‘live on air’.
The students were indeed very
excited about this and gave the
‘celebrities’ a warm welcome.

“Despite the very heavy rain
that caused much chaos to the
planning of our event, I must
say that everybody had a great
time and the sportsmanship
among the students was excel-
lent,” Salihin further added. AN

CIMA STUDENTS VISIT KLSE

CIMA students at the KLSE’s premises

More than 60 CIMA students, members and staff
visited the Kuala Lumpur Stock Exchange (KLSE)
in May. The trip was organised by the CIMA Stu-

dents Club. According to Rozaini Omar, Senior Officer of Group
Communications, KLSE, the CIMA group was one of the larg-
est groups that ever visited the KLSE. Participants were treated
to a multimedia presentation where Rozaini briefed them on the
historical background, structure and operations of KLSE. Later,
they were taken on a tour of the Information Gallery and library.

Wong Wai Quan, who was one of the participants, said “The
tour was very informative, and the Information Gallery is well
equipped with the latest technology.

Following the good response from the students, a second
visit is being planned towards the end of the year. AN
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C O L U M N S

OPENING OF
MAISCA’S NEW OFFICE

In February 2002, the Treasury Com-
mittee in the UK decided to launch
an inquiry into the financial regula-

tion of public limited companies in the UK
in light of the Enron collapse.

CIMA suggests that corporate collapses
result from a combination of :

� Poor management and leadership

� Weaknesses in the regulatory, govern-
ance and control framework

� Market pressures

� A lack of personal integrity resulting in
deliberate fraud. Alternatively, there are
situations where executive remuneration
and incentive schemes result in execu-
tive behaviour that is not in the best in-
terest of the enterprise.

All the above issues must be explored
as integral components of the corporate
governance debate.

The key proposals submitted by CIMA
to the Treasury Committee include :

CIMA’S RECOMMENDATIONS FOR

FINANCIAL REGULATION
The Financial Ser vices Authority

(FSA), in conjunction with an appropriate
group of relevant stakeholders, should
agree on a Code of Best Practice for non-
executive directors with respect to their :
� Roles, responsibilities and professionalism
� Training
� Need to ensure time to give a high qual-

ity and diligent contribution
� Independence

Encourage companies to widen the role
of the audit committee to include a review
of governance frameworks. This would
extend its role from considering financial
reporting and internal control principles.

The need to reinforce the importance
of sound internal management and control
systems and the value of internal audit.
Business risks need to be systematically
evaluated, monitored and managed on a
transparent basis.

The FSA to write to all directors of
listed companies reminding them of their

responsibilities.

The importance of international account-
ing and auditing standards, based on a prin-
ciples rather than rules-based approach. It
is CIMA’s view that standards must place the
focus on accounting for the substance of a
transaction rather than its form.

The need to ensure the independence
of auditors from their clients.

Consideration of the benefits of UK
board structures in comparison to those in
the US in terms of the role of non-executive
directors and the Board structure.

Improvement of shareholder-company
dialogue albeit balanced against the risks
and constraints of selective disclosure.

Fraud prevention measures and the
need to protect “whistle blowers”.

The need to consider the design of ex-
ecutive remuneration and incentive
schemes with emphasis on the key role of
the Remuneration Committee.
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Dato’ Seri Rafidah Aziz, Minister
of International Trade and Indus-
try officiated the opening of the

new building of The Malaysian Association
of The Institute of Chartered Secretaries
and Administrators (MAICSA) in Mid Val-
ley City, Kuala Lumpur on 26 June 2002.

The Association moved to Mid Valley City
in November last year after about 10 years
in Bangsar, Kuala Lumpur. This is the sec-
ond building owned by the Association.

Located in a 11-storey building of the
Boulevard offices, the Association occu-
pies nine floors while two floors have been
tenanted. Besides the Secretariat office,
the building houses an auditorium with a
seating capacity for 150, two training
rooms, a library with more than 6,000
books and journals, a members’ lounge,

and meeting rooms.
The opening ceremony was attended by

more than 100 invited guests, among
whom were Malaysia’s most prominent
corporate figures, representatives from
various professional bodies and educa-
tional institutions, past and present
MAICSA Council members and members
of other ICSA Divisions.

MAICSA was first founded in 1959 as an
affiliated body of the Institute of Chartered
Secretaries and Administrators (ICSA),
U.K. and has since expanded to what it rep-
resents today. The Association has a total
of more than 4000 members comprising
Fellows, Associates and Graduates and over
3000 students. Membership of the Associa-
tion is limited only to members and students
of the Institute residing in Malaysia. AN

FROM BRANCH

TO DIVISION

In recognition of CPA Australia’s im-
portant role in Malaysia, the Malay-
sia Branch was upgraded to the sta-

tus of “Division” as of 1 April 2002. Malay-
sia can now take its place as an equal of all
other Divisions comprising of the Austral-
ian States, Hong Kong and Singapore. Di-
visional status confers on the Malaysian
Council direct delegation of powers and au-
thority from CPA Australia’s 17-member
peak governing body, “the Board”, in
which Malaysia will now have a permanent
seat. AN
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MEETING OF

ACCOUNTING

MINDS & SPK
NOSTALGIA NITE

School of Accountancy

Universiti Utara Malaysia

In conjunction with the 12th anniversary of
its establishment, the School of Account-
ancy (SPK), Universiti Utara Malaysia is in-

viting all its accounting graduates for a seminar
and grand dinner, “Meeting of Accounting Minds
and SPK Nostalgia Nite” on Saturday 21 Septem-
ber 2002 at the Putra World Trade Centre, Kuala
Lumpur.

The main objectives of this event are to :

� Provide a platform for UUM accounting gradu-
ates to meet and exchange experiences and
ideas about the viability and effectiveness of
UUM’s accounting education

� Assist SPK to redesign its curriculum in line
with the latest market demands

� Provide exposure to the graduates about the
latest accounting information and technology
to help them face the challenges of the
globalised world

� Provide an opportunity for the graduates to
meet professional accounting bodies

The Seminar will commence at 2.30 p.m. and
three sessions are being arranged :

Session 1 : Accountants and the Globalised
Economy;

Session 2 : Taking Charge of Your Future;

and a dialogue session with the UUM Vice
Chancellor, accounting faculty and high flying ac-
counting graduates. An Accounting Expo and
Open Day will also be held simultaneously. The
Grand Dinner with cultural show will start at 7.30
p.m. and is expected to be officiated by the Min-
ister for International Trade and Industry.

For further details and purchase of tickets,
please contact Ms. Padmini at 04-9283904; email
padmini@e-web.uum.edu.my or Ms. Maryana at
04-9283934; email maryana@e-web.uum.edu.my;
fax 04-9285762/5220 or sur f http://
www.spk.uum.edu.my/alumni/reunion2002

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

USING THE

BALANCED SCORECARD
 to Achieve Breakthrough Performance

in Challenging Economic Times

CPA Australia was privileged to be a supporting sponsor of a one-day
conference on 20 June 2002 at the Place of the Golden Horses, Kuala
Lumpur. The conference was conducted by Robert Kaplan, a widely

acclaimed founder and guru of the Balanced Scorecard. AN

Robert Kaplan (right) with Viji Nair, CPA Australia’s Director — Malaysia,
Mrs Kaplan (second on left) and Lilian Chan, Senior Manager Membership
and Operations

THE WAY UP —
SABAH STATE CONFERENCE

Members in Sabah organised their first historic “Sabah State
Conference” on 16-17 August 2002. The conference was offici-
ated by YAB Datuk Chong Kat Kiat, Chief Minister of Sabah

and was attended by nearly 300 participants. Top experts in their respec-
tive fields presented topics on Economic Fundamentals, Governance Stand-
ards, Business Strategies and Performance Indicators, including :
Dr. Mohamed Ariff bin Abdul Kareem, Executive Director of the Malaysian
Institute of Economic Reasearch; YBhg Dato’ Megat Najmuddin Khas,
President of the Malaysian Institute of Corporate Governance; Dr Mohamed
Arif Nun, Senior Vice-President of Operations, Multimedia Development
Corporation, Dr. Veerinderjeet Singh, Executive Director of an International
Accounting Firm and YBhg Dato’ Mohd Salleh Hj Masduki, Chief Execu-
tive of Commerce Dot Com Sdn Bhd.

A panel of top CEOs — W.E. Dumont, CEO of Sarawak Forestry Corpo-
ration Sdn Bhd, Kuching; Mohd Fowzi Mohd Razi, Group Chief Executive
of Innoprise Corporation Sdn Bhd, Kota Kinabalu; Datuk Philip Ting, Chair-
man of Valueadd Capital Sdn Bhd, Kuching and Hon. Consul for Australia;
and Richard L.C. Wee, Group Managing Director of EOX Group Berhad,
Kuching —  provided useful insights into the role of accountants and fi-
nance professionals. AN
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B U S I N E S S  WAT C H
S W E D E N

Being located in the heart of
Scandinavia, Sweden is in-
deed a very interesting coun-
try for many reasons :  Start-

ing with the humanitarian side, Sweden
is the bir th place for the Nobel Prize
Award, an award for outstanding humani-
tarian achievement in the fields of phys-
ics, chemistry, medicine, literature and
last but not least peace development.
Moreover, Sweden as a ver y modern
country with a highly developed society
is extremely open for innovation and tech-
nology and one of the most advanced
countries concerning the development of
IT and telecommunications in personal
and professional life. In addition, Sweden
has decreased its corporate taxes consid-
erably in the last years and, thus, made
the country attractive for investments.
Export is rather important with Germany,
the UK and the US being the most impor-
tant trading partners. In a nutshell, doing
business in Sweden means meeting peo-
ple, who are well aware of technology, who
appreciate a high standard of living, and
who are open for doing business interna-
tionally. However, if you analyse the situ-
ation in more detail, there are certain as-
pects to be taken into account :

Swedes are most likely open-minded
whilst dealing with foreign business part-

ners so that a formal introduction, via a
third party is not absolutely necessary.
Most Swedish people speak and read Eng-
lish fluently. Due to this fact an interpreter
becomes most likely unnecessary. Your
Swedish counterpart is open, polite, hon-
est, trustworthy and ready for providing
you with his own perspective. He/she will
assist you in finding the necessary infor-
mation and is very creative to find unex-
pected solutions during brainstorming ses-
sions and evaluate them jointly afterwards.
Above all, humour is important and very
similar to the English sense of rather sub-
tle and sophisticated jokes.

In the beginning of the communication
process, your Swedish counterpart will
rather understate his person and achieve-
ments, which is also quite similar to the
English culture of understatement. Punc-
tuality and a structured agenda are highly
appreciated. Strong and distinctive self-
confidence so typical for rather extroverted
(Southern) cultures is valued in Sweden
as rather inappropriate and ‘loud’. Al-
though success and profit are of course
important one should still avoid the impres-
sion to be extremely successful and ex-
tremely profit-oriented. It is advisable not
to ‘oversell’ but to rather defer for long and
profound consultation whilst showing
clearly patience and understanding in com-

bination with integrity and consistency.
The same applies for your presentations :
a well documented presentation focusing
on technical quality and service, less on
price, aligned with a consistent argumen-
tation is more appreciated than any hard
selling technique.

Be aware that prices may be quite inflex-
ible since your Swedish business partner
believes that any of their initial prices are
appropriate. Therefore, you have to take
this into consideration when presenting
your own prices :  Highly inflated initial of-
fers should be avoided in Sweden. There
is one general principle of communication
applicable throughout Scandinavia — less
is more. Therefore, it is in your interest to
provide a realistic initial offer with still
enough margins for concessions.

By Sergey Frank

DOING BUSINESS
IN Sweden
The role of the consultant as a chartered account-
ant, or any other professional, is not identical all
over the world. Despite this fact and despite all
efforts to move closer to a single global set of
accounting standards, the necessary communication with the
international client is still and will also remain subject to a different
set of rules.
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During business communication with
Swedish partners you will appreciate them
as good listeners who stream to have a co-
operative dialogue, emphasising technical
details very strongly without giving too
much importance to small-talk. As far as
non-verbal communication is concerned,
do not come too close to your Swedish part-
ner. Their body language, unlike, for ex-
ample South Europeans, will be rather low-
key. Moreover, do not regard silence as
negative since your partner is rather intro-
verted and reflects your point of view. An
imminent first reaction on the spot is unu-

sual in Sweden. You are going to experi-
ence a calm and cautious climate during
any business negotiations.

Everything seems to be fine when deal-
ing with Swedish counterparts. Yet, you
should also be careful :  The Swedes do
not start negotiations as quickly as for ex-
ample one would do in the US and they
most likely tend to become uncomfortable
when they deal with dominant and extro-
vert business partners. They consider it as
rude and impolite to interrupt another
speaker in mid-sentence, especially if this
interruption is not based on clarifying
questions. Have patience about the deci-
sion-making process of Swedish execu-
tives. They like decisions achieved in
group-consensus and tend not to operate
on the basis of stand-alone decisions on the

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

AN

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

spot. They are very much team-oriented
and will not contradict their colleagues
openly.

The idea of ‘fair-play’ plays a vital role
for your Swedish business partner, espe-
cially concerning their social system and
their culture. Swedish managers are not
overbearing and do not use force to achieve
their goals even if they are able to do so.
Thus, your partner will usually try to find
win-win solutions where both parties will
receive a fair amount of the profit. Subse-
quently, this behaviour also impacts on the
Swedish management culture — hierarchi-

cal thinking is, in comparison to other
countries, relatively poorly developed. The
model of management in Sweden has a
more egalitarian approach. Emancipation
is well progressed in Sweden, also in man-
agement. Taking leave for pregnancy, sick
children, sabbaticals, and to study are
rather usual in this country.

Swedish managers like to have good food.
However, the importance of food over a
business lunch is rather low, thus, they will
use a working lunch to most likely carry on
speaking about details while eating and not
necessarily enjoy the food as such too much.
Socially, most Swedes are friendly, gener-
ous hosts. Business entertaining is done at
lunch or dinner and mostly the location is a
restaurant. An invitation to a home is rare
and regarded to be a great honour. During

dinner you will experience formal toasts and
it is advisable to respond with a nice speech
summarising the overall events. Good, sub-
tle humour is also appreciated in your re-
sponse. In any event, one should arrive on
time. Evening meals are taken relatively
early and your Swedish counterpart expects
you not to leave soon after dinner, like in
many East Asian cultures, but to stay for a
while and to continue chatting, for exam-
ple, at the hotel bar. Thank you letters for
invitations are appreciated, usually by writ-
ing a postcard two or three days after the
invitation.

Note :  The author is partner of Kienbaum Execu-
tive Consultants and Managing Director of
Kienbaum Ltd, the London office of Kienbaum
Consultants International (www.kienbaum.co.uk).
He works as a principal consultant in executive
search, remuneration consultancy and coaching
on international projects throughout Europe and
the US and is an acknowledged speaker on inter-
national communication issues.
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MASB ED 36
Accounting for Government Aid

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

MASB ED 36 prescribes the accounting for and
disclosure of government grants, and the disclo-
sure of other forms of government assistance.

Highlights
Government grants, including non-monetary grants at fair value,

should not be recognised until there is reasonable assurance that :
a) the enterprise will comply with the conditions attaching to

them; and
b) the grants will be received.

Government grants should be recognised as income over the
periods necessary to match them with the related costs which
they are intended to compensate, on a systematic basis. They
should not be credited directly to shareholders’ interests.

For non-monetary government grants, the enterprise should
assess the fair value of the non-monetary asset and to account for
both grant and asset at that fair value.

Government grants related to assets should be presented in
the balance sheet either by setting up the grant as deferred in-
come, or by deducting the grant in arriving at the carrying amount
of the asset and in which case, additional information should be
disclosed similar to setting up the grant as deferred income.

An enterprise should disclose, for each class of assets and the
total of these classes, a reconciliation of depreciation before and af-
ter deduction of related the government grant recognised as income.

Grants related to income should be presented as a credit in
the income statement, either separately or under a general head-
ing such as “Other income”.

Alternatively, the grant related to income should be deducted
in reporting the related expense. Adoption of this alternative re-
quires an enterprise to disclose a reconciliation of the related ex-
pense before and after deduction of the grant, as well as the rea-
son why this alternative is adopted.

Repayment of a grant related to income should be applied first
against any unamortised deferred credit set up in respect of the
grant. Any repayment in excess of such deferred credit should
be recognised immediately as an expense.

Repayment of a grant related to an asset should be recorded
by increasing the carrying amount of the asset or reducing the
deferred income balance by the amount repayable.

The following matters should be disclosed :
a) the accounting policy adopted for government grants;
b) the nature and extent of government grants recognised in the

financial statements and an indication of other forms of gov-
ernment assistance; and

c) unfulfilled conditions and other contingencies attaching to gov-
ernment assistance that have been recognised.

Intended Effective Date :  1 January 2004.
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T E C H N I C A L

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

T
he accounting for employee stock options has received
renewed attention in recent months. Over the past few
weeks there have been two important developments.

� Several major US companies have announced their intentions
to change their method of accounting for employee stock options
to an approach that recognises an expense for the fair value of
the options granted in arriving at reported earnings. We under-
stand that a number of other companies also are considering adopt-
ing that method. The FASB applauds those companies because
recognising compensation expense relating to the fair value of
employee stock options granted is the preferable approach under
current US accounting standards (FASB Statement No. 123, Ac-
counting for Stock-Based Compensation). It also is the treatment
advocated by an increasing number of investors and other users
of financial statements. When the FASB developed FAS 123 in
the mid-1990s, the Board proposed requiring that treatment be-
cause it believed that this was the best way to report the effect of
employee stock options in a company’s financial statements. The
FASB modified that proposal in the face of strong opposition by
many in the business community and in Congress that directly
threatened the existence of the FASB as an independent stand-
ard setter. Thus, while FAS 123 provides that expense recogni-
tion for the fair value of employee stock options granted is the
preferable approach, it permitted the continued use of existing
methods with disclosure in the footnotes to the financial state-
ments of the pro forma effect on net income and earnings per
share as if the preferable, expense recognition method had been
applied. Until now, only a handful of companies elected to follow
the preferable method.

� The International Accounting Standards Board (IASB) has con-
cluded its deliberations on the accounting for share-based pay-
ments, including employee stock options, and announced plans
to issue a proposal for public comment in the fourth quarter of
2002. That proposal would require companies using IASB stand-
ards to recognise, starting in 2004, the fair value of employee stock
options granted as an expense in arriving at reported earnings.
While there are some important differences between the meth-
odologies in the IASB proposal and those contained in FAS 123,
the basic approach is the same — fair value measurement of em-
ployee stock options granted with expense recognition over the
vesting period of the options.

The FASB has been actively working with the IASB and other
major national standard setters to bring about convergence of ac-
counting standards across the major world capital markets. The
Board has been closely monitoring the IASB’s deliberations on
share-based payments and urges all interested parties to submit
comments to the IASB on its proposal once it is released later
this year. Additionally, the FASB plans to issue an Invitation to

FASB’S Plans Regarding
the Accounting for
Employee Stock Options
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Comment summarising the IASB’s proposals and explaining the
key differences between its provisions and current US account-
ing standards. The FASB will then consider whether it should
propose any changes to the US standards on accounting for stock-
based compensation.

In the meantime, in response to requests by companies con-
sidering switching to the preferable method under FAS 123, the
FASB also plans to consider at its 7 August public meeting
whether it should undertake a limited-scope, fast-track project
relating to the transition provision in FAS 123. Literally applied,
the existing transition provision in FAS 123 would require com-
panies that elect to change to the preferable method to do so
prospectively for stock options granted after the date of the
change. This transition provision was appropriate when FAS 123
was issued in 1995 because, at that time, companies did not have
valuation information available relating to previous grants of
employee stock options. However, that is no longer the case given
the disclosure requirements that have now been in effect since
1995 under FAS 123.

FASB Issues Statement No. 146,
Accounting for Costs Associated with

Exit or Disposal Activities

T
he Financial Accounting Standards Board (FASB) has is-
sued Statement No. 146, Accounting for Costs Associated
with Exit or Disposal Activities. The standard requires

companies to recognise costs associated with exit or disposal
activities when they are incurred rather than at the date of a
commitment to an exit or disposal plan. Examples of costs cov-
ered by the standard include lease termination costs and cer-
tain employee severance costs that are associated with a restruc-
turing, discontinued operation, plant closing, or other exit or
disposal activity.

Previous accounting guidance was provided by EITF Issue No.
94-3, “Liability Recognition for Certain Employee Termination
Benefits and Other Costs to Exit an Activity (including Certain
Costs Incurred in a Restructuring).” Statement 146 replaces Is-
sue 94-3.

In commenting on the standard, Linda A. MacDonald, FASB
Project Manager stated “Liabilities represent present obligations
to others. Because a commitment to a plan, by itself, does not
create a present obligation to others, the principal effect of apply-
ing Statement 146 will be on the timing of recognition of costs
associated with exit or disposal activities. In many cases, those
costs will be recognised as liabilities in periods following a com-
mitment to a plan, not at the date of the commitment.”

Statement 146 is to be applied prospectively to exit or disposal
activities initiated after 31 December 2002.

The Statement may be ordered on-line or by telephoning the
FASB’s Order Department at 800-748 0659.

IASB Publishes Proposals
to Ease the Transition to
International Standards

T
he International Accounting Standards Board (IASB) pub-
lished for public comment proposals on how an entity
should make the transition to International Financial Re-

porting Standards (IFRSs) from another basis of accounting. The
proposals are set out in exposure draft ED 1 First-time Applica-
tion of International Financial Reporting Standards, on which the
IASB invites comments by 31 October 2002.

The purpose of the proposals is to ensure that all entities adopt-
ing IFRSs for the first time present comparative information in
their financial statements that is as close as possible to the infor-
mation provided by existing users, but within cost/benefit con-
straints. The proposals therefore include targeted and specific ex-
emptions, notably where retrospective application is likely to cause
undue cost or effort.

The proposals would require an entity to comply with every
IFRS current in the first year when it first adopts IFRSs. They
would also require first-time preparers of financial statements un-
der IFRSs to disclose how the transition to international stand-
ards affected the entity’s reported financial position, financial per-
formance and cash flows. The proposals are designed both to
ensure that investors have sufficient information to analyse the
entity’s first financial statements using IFRSs, and to minimise
the cost of transition for preparers of accounts.

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

“These proposals are very timely, considering the grow-
ing demand for high quality international standards and the
prospect of thousands of companies turning to international
accounting standards. The impact will be felt far beyond the
EU as the list of countries requiring companies to report
using international standards grows. Only four weeks ago,
Australia proposed a similar move. The proposals in ED 1
are designed to ease the transition for all concerned and
result in high quality information that is transparent for us-
ers and comparable over all periods presented.”

Sir David emphasised that the development of the exposure
draft demonstrated the role that national bodies play in the IASB’s
deliberations. Sir David remarked, “The French Conseil National
de la Comptabilité (CNC) has been an active participant in the
development of the proposals, and the IASB has benefited greatly
from its input.”

Copies of the exposure draft ED 1 First-time Application of International
Financial Reporting Standards (ISBN 1-904230-00-8) are available, at
£15.00 each (EURO 25/US$23) including postage, from :  IASB Publica-
tions Department, 7th Floor, 166 Fleet Street, London EC4A 2DY, UK.
Tel :  +44 (0) 20 7427 5927, Fax :  +44 (0) 20 7353 0562, e-mail :
publications@iasb.org.uk Website : www.iasb.org.uk Subscribers to the
IASB’s Comprehensive Subscription Service can view the exposure draft
from the secure subscriber area of the IASB’s website, the complete text
of the exposure draft  will be  freely available from 12 August.AN

AN

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

S
ir David Tweedie, Chairman of the
International Accounting Standards
Board (IASB), welcomed the decision

of the Financial Reporting Council (FRC) of
Australia to endorse formally the adoption
of International Accounting Standards (IASs)
and International Financial Reporting Stand-
ards (IFRSs) for Australian reporting enti-
ties by 1 January 2005. The FRC’s decision
is in line with the Australian Government
policy and legislation calling for the interna-
tional convergence of accounting standards.
In addition, to assist in the development of
international standards, the FRC proposes a
substantial financial contribution to the IASC
Foundation for 2002-2003.

The FRC’s announcement demonstrates
growing support for the development and

IASB Chairman Welcomes Australia’s move to Adopt
International Accounting Standards by 2005

IASB Annouces New Work Programme

implementation of a single set of high qual-
ity global accounting standards by 2005.
Australia’s adoption of international ac-
counting standards closely follows the Eu-
ropean Union’s decision of 7 June 2002 to
adopt international standards for publicly
traded companies within the EU. Last week,
the Canadian Securities Administrators pro-
posed for public comment that certain for-
eign listed companies in Canada be able to
use the IASB’s standards without reconcili-
ation to Canadian generally accepted ac-
counting principles, beginning in 2005.

Sir David hailed the decision of Australia’s
FRC as a sign of increased momentum be-
hind the IASB’s efforts. He commented, “This
vote of confidence is a reflection of the leader-
ship role that Australia continues to play in

standard-setting, and will increase momentum
for convergence towards high quality inter-
national standards. The input and active par-
ticipation of interested parties in Australia and
the Australian Accounting Standards Board
(AASB), under the leadership of Keith
Alfredson, are and will remain a vital element
in ensuring the IASB’s success. It is through
national standard-setters, such as the AASB,
and the members of our various committees
that we are able jointly to develop high qual-
ity solutions to accounting issues, leverage re-
sources to research topics not yet on the in-
ternational agenda so as to expedite conclu-
sions, reach interested parties throughout the
world and better understand differences in op-
erating environments, thus fulfilling our role
as a global standard-setter.” AN

A
fter extensive consultation with its
Standards Advisory Council, na-
tional accounting standard-setters,

regulators, and other interested parties,
the International Accounting Standards
Board (IASB) announced its new pro-
gramme of technical projects. These build
on and carry forward the IASB’s initial
agenda, announced in July last year.

The main programme comprises of three
elements :

� Consolidations (including special pur-
pose entities — SPEs)

� Revenue — definition and recognition —
and related aspects of liabilities

� Convergence on topics on which the
IASB believes that a high quality solu-
tion is available from existing interna-
tional and national standards —
� Pension accounting
� Income taxes
� Segment reporting
� Revaluations.

In addition the IASB proposes to embark
on active research, often in collaboration
with others, on :

� The application of international account-
ing standards to small and medium-sized
entities and in emerging economies (the

SME project);

� Lease accounting;

� Accounting concepts, including a strate-
gic review of the basic elements of ac-
counting and design work on measure-
ment, focusing initially on impairments

� Aspects of accounting for financial in-
struments.

The intention is that, when preparatory
work on these topics is concluded, they
should be moved to the IASB’s main agenda.

Looking further forward, the IASB will
encourage the national standard-setters and
others to carry out initial work on projects
that may in time be included in the IASB’s
main agenda. These projects include :

� Management reporting in relation to fi-
nancial reports (loosely termed ‘MD&A
reporting’)

� Accounting for extractive industries

� Accounting for public and other conces-
sions (e.g. public to private arrange-
ments for transport, health and other in-
frastructure activities).

Announcing the new work programme,
Sir David Tweedie, IASB Chairman, said,
“Like the IASB’s initial agenda, this wide-
ranging programme has been drawn up in
consultation with representatives of the AN

world’s business community, and it reflects
the consensus on priorities for the next
stage of the IASB’s work. Over the past year
the IASB has been working hard on its ini-
tial agenda. It has issued its Preface to In-
ternational Financial Reporting Standards
and published extensive proposals for im-
provements to twelve standards as well as
the two standards on financial instruments.
In the coming months it will publish its pro-
posals on the first-time application of inter-
national standards and on phase I of the
business combinations project. As re-
sources become available the IASB will
phase in the new projects alongside the re-
maining projects from the initial agenda.”

Sir David added, “International markets
are looking for improved financial reporting
over a wide front. The ambitious scale of the
IASB’s programme is our response to that
demand. In delivering that programme, we
shall again be relying on the strength of our
liaison relationship with national standard-
setters. I and my colleagues are confident
that by pooling resources, monitoring each
others’ work, sharing research findings and
developing new standards together, the IASB
in partnership with national standard-setters
can meet the legitimate expectations of the
global business community.”



Akauntan Nasional64 August 2002

IFAC Requests Comments on
International Education

Standards for Professional Accountants

W
orking to advance accounting education programmes
worldwide, particularly in areas where it will assist
economic development, the International Federation of

Accountants (IFAC) develops International Education Standards
that address pre-qualification education of professional accountants
and continuing professional development for members of the ac-
countancy profession. IFAC’s Education Committee recently re-
leased exposure drafts of seven standards and one guideline and
invites public comments on these documents as early as possible,
with a final deadline for receipt of comments, 31 December 2002.

The overall goal of the proposed standards is to produce com-
petent professional accountants. “The global profession is mov-
ing steadily towards a common base of standards in accounting,
auditing, public sector accounting, and ethics, and is ‘raising the
bar’ in the quality and consistent application of procedures around
the world. The acceptance of the need to harmonise technical
and practice standards globally has never been more pronounced,”
states Warren Allen, chairman of IFAC’s Education Committee.
“However, the global profession will not properly achieve this
higher application of standards without a set of robust and codi-
fied education standards. Education must be the starting point.
Without robustness in education, the achievement of higher com-
pliance with technical and practice standards will flounder.”

For this reason, IFAC’s Education Committee has worked ag-
gressively on the development of the following exposure drafts :
Introduction to International Education Standards for Professional
Accountants provides background information about the purpose,
scope and development of the International Education Standards
for Professional Accountants.

Proposed International Education Standards for Professional Ac-
countants :
� Entry Requirements prescribes entry requirements for can-

didates beginning the qualifying process for becoming profes-
sional accountants.

� Content of Professional Education Programmes prescribes
the professional education candidates require to qualify as pro-
fessional accountants.

� Professional Skills and General Education prescribes the
personal and professional skills candidates must have to qualify
as professional accountants.

� Professional Values and Ethics prescribes the professional val-
ues and ethics that professional accountants need to acquire dur-
ing their programmes of education and practical experience. The
aim of this standard is to ensure that candidates for membership
of an IFAC member body are equipped with the appropriate pro-
fessional values and ethics to function as professional accountants.

� Experience Requirements prescribes the practical experience
and training IFAC member bodies should require their mem-
bers to obtain to qualify as professional accountants. The aim
of this standard is to ensure that candidates for members of an
IFAC member body have acquired the practical experience con-
sidered appropriate at the time of qualification to function as
competent professional accountants.

� Assessment of Professional Competence prescribes the re-
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quirement for a process of assessment of a candidate’s profes-
sional competence before admission to the profession.

� Continuing Professional Education and Development pre-
scribes that member bodies establish a continuing professional
education and development (or CPD) requirement for all ac-
countants. This is an important aspect of serving the public in-
terest and fosters values of continuous learning and greater pro-
fessional competence among professional accountants so as to
better meet client and employer needs.
Proposed International Education Guideline for Professional Ac-

countants
� Continuing Professional Education and Development pro-

vides guidance to assist member bodies in establishing a re-
quirement for an effective programme of continuing profes-
sional education and development (or CPD) for members, as
prescribed in the proposed International Education Standard
Continuing Professional Education and Development.

“We strongly encourage IFAC’s member organisations, account-
ing academics, and other interested parties to review and carefully
consider the proposed standards and guideline and offer comment.
IFAC member bodies will be expected to comply with these stand-
ards by January 2005. Feedback on these documents is extremely
important, and will shape the final standards,” emphasises Mr. Allen.
“We encourage early comment on these documents. Comments
received by 15 October will be reviewed by the committee at its
meeting in November 2002. Comments received after that date will
be considered by the committee in March 2003.”

The exposure drafts may be downloaded from www.ifac.org/Guidance/
EXD-Outstanding.tmpl. Comments may be sent by e-mail to
EDComments@ifac.org or faxed to +1 212-286 9570.

New IFAC Guidance Helps Organisations
Adapt to Accrual Accounting

T
he adoption of accrual accounting by national governments
is a growing phenomenon. To help governmental organi-
sations that are considering or are in the process of adopting

the accrual basis of accounting, the International Federation of Ac-
countant’s (IFAC’s) Public Sector Committee (PSC) has published
an occasional paper entitled Resource Accounting :  Framework of
Accounting Standard Setting in the UK Central Government Sector.

“The paper was prepared by David Loweth, the Head of the
Central Accountancy Team at the HM Treasury in the UK. It out-
lines in clear and comprehensive terms the manner in which the
UK Treasury overcame the challenges it faced in moving to re-
source accounting in the UK and identifies ongoing challenges,”
said Ian Mackintosh, chairman of the PSC.

The paper notes that the advantages of the accrual basis of ac-
counting include better policy planning, more informed approaches
to asset management and a focus on fairness between different gen-
erations. It also highlights some of the key arguments influencing
the decisions to adopt an accrual system for financial reporting, as
well as for budgeting. Additionally, it locates accrual-based budget-
ing and reporting in a wider performance management context.

The paper also features a list of publications on resource ac-
counting along with useful websites.

The paper may be downloaded at no charge from www.ifac.org/store.
Print copies are also available for a fee of US$25. They may be ordered
through the online bookstore or by calling 1-212-286 9344.
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