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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
Accountants Today. Why not drop us a line now?

contribution of articles

Accountants Today welcomes original and previously unpublished contributions which are of interest to accountants, business leaders, executives and
scholars. Manuscripts should cover domestic or international accounting developments. Lifestyle articles of interest to accountants are also welcomed.
Manuscripts should be submitted in English and range from 1,000 to 2,000 words. They can be submitted in hardcopy or softcopy. Manuscripts are subject to a
review procedure without prejudice and the Editor reserves the right to make amendments which may be deemed appropriate prior to publication.

E D I T O R ’ S  N O T E

Questions
As a journalist, some questions I continue to ask myself include:

Why is the world acting like it never expected this bubble to burst? 1. 

What gave us the impression that we were invincible and that growth is forever?2. 

Aren’t there experts in the world who are supposed to know that we were on the brink of such 3. 

chaos, one that is being compared with the likes of the Great Depression?

I am quite sure that if I were to talk to the experts – economists, accountants and the like, I would 

be given a full explanation which will serve to answer these questions but really, I am wondering, how 

did we fail to detect something as big as this?

The recently concluded G20 Summit in London had resolved to pump 

in US$1 trillion to stimulate the global economy. Is this really enough to 

bring the world out of this state of economic regression. This is a topic of 

many a debate at this point in time. Is there going to be a quick panacea 

to this difficult situation?

Moving on, this month’s cover story is on ‘What SMEs Want.’ We need 

to understand the requirements of SMEs from the accountancy profes-

sion, particularly practitioners?

MIA embarked upon a survey in 2008 to determine usage patterns of 

business and professional services among SMEs and has published a re-

port for the benefit of its members. 

Based on the study, we found that rather than just the mandatory services provided by accountants, 

there is a need for practitioners to diversify their service offerings to the SME segment. These include 

financial due diligence, corporate financial services and business consulting services. To find out 

more, do read the article on page 8.

Additionally, in this month’s issue we have included an article on the Labuan International Business 

and Financial Centre (LIBFC) which highlights what kind of business opportunities lie in store for 

accountants on the island.

We hope that you enjoy reading this month’s issue of Accountants Today. Happy reading!

Editor
Accountants Today

The recently concluded G20 Summit 

in London had resolved to pump in 

US$1 trillion to stimulate the global 

economy. Is this really enough to bring 

the world out of this state of economic 

regression. This is a topic of many a 

debate at this point in time.

AT
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C O V E R

What SMEs Want
P Mohana Poopathi

The Malaysian Institute of Accountants (MIA) recently carried out a survey to determine 
the needs of Small and Medium Enterprises (SMEs) in Malaysia in a bid to help 

accountants serve this segment of the market better. 

8
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M
alaysian SMEs are a vital 

component in the indus-

trial development of the 

country. According to the 

census of Establishments and Enterprises 

(2005), 96.6 and 99.4 per cent of enterprises 

in the manufacturing and services sector, 

respectively, were SMEs. In 2005, SMEs in 

the manufacturing sector contributed 29.6 

per cent  to the total manufacturing output 

and 25.9 per cent  to the total manufactur-

ing value-added. The distributive trade 

sector, a major subsector in the services 

sector, contributed RM33.1 billion to gross 

domestic product (GDP) and created 1.3 

million jobs.  

These statistics indicate that SMEs are 

crucial to economic growth and play an 

important role in the country’s production 

network. 

SMEs, like the rest of the world, must 

brace themselves to undergo some of the 

most challenging economic periods of our 

time. There is an increased need for value 

creation among SMEs to ensure business 

sustainability. Additionally, this value crea-

tion must coexist within an environment 

of good corporate governance and this is 

where the role of accountants is seen to be 

crucial. 

MIA feels that it would do well for ac-

countants, particularly those in the Small 

and Medium Practitioners category, as 

well as Professional Accountants in Busi-

ness (PAIB) to understand the needs of 

SMEs in areas where they could provide 

the relevant expertise and consultation. 

 In line with this, MIA kicked off a sur-

vey in March 2008 to assess the needs of 

SMEs in Malaysia. The survey was con-

ducted by Universiti Malaya and funded 

by the Malaysian Accountancy Research 

and Education Foundation (MAREF). 

The goal was to create better under-

standing about services that will assist 

SMEs in defining and building competi-

tive advantage, types of services presently 

purchased from accountants and areas 

that are presently underserved and factors 

that influence the SMEs in purchasing 

business and management services from 

external accountants.

Additionally the survey was also aimed 

at identifying the opportunities that could 

be tapped by public accountants based on 

the gap analysis of demand for services 

and the current level of services provided 

by public accountants.

A total of 1,200 questionnaires were sent 

out to the various SMEs around Malaysia. 

The survey results procured were based 

on 145 usable questionnaires. Approxi-

mately half of the sampled firms were func-

tioning in the manufacturing sector (24.83 

per cent ), 51.03 per cent  in the retail  and 

wholesale trades and 2.76 per cent  in the 

services sector. The rest represented vari-

ous other industry sectors.

Results to Response
Respondents were asked on the types of 

business services used. Business services 

and the types of services purchased were 

divided into two: in-house services and 

services via outsourcing. In-house services 

include procurement, market research, 

research & development, technical testing 

and accounting. Services that were out-

sourced by SMEs were legal, taxation, as-

surance and corporate services.

Reasons cited by SMEs for their de-

cisions involve cost savings, increased 

productivity, improvement in capability, 

assistance in service delivery and prima-

rily, access to specialist services. Types of 

service providers in accounting, taxation, 

assurance and corporate services activi-

ties were acquired from accountants, le-

gal matters from lawyers, and corporate 

finance and business consulting activities 

from banks. 

The selection of services pertaining to 

accountants is based on cost, perceived 

quality of work and strength of technical 

knowledge of the service providers. Other 

reasons cited by respondents were com-

petitive pricing, responsiveness, timing 

of delivery, creativity and innovativeness, 

networking ability and relationship.

Current and Future Purchase 
Patterns Among SMEs

Survey participants also indicated six 

types of services purchased from exter-

nal accountants. Under the category of 

compliance and mandatory services are 

accounting, taxation and assurance. Cor-

porate, corporate finance and business 

consultation are considered non-compli-

ance services.

Accounting 
Results indicate that additional book- 

keeping and financial statement compli-

ance services are low in demand. The de-

mand for value-added services, especially 

in matters of financial planning and cus-

tomer profitability analysis, is high. SMEs 

also indicated that budgeting and costing 

functions are more easily outsourced.

Taxation
For tax compliance, SMEs tend to out-

source the service. The chances of this 

service in the future seem weak. The serv-

ice with the highest potential of purchase 

was tax planning. The results also showed 

a demand for tax dispute resolution and 

application of tax incentive services.

Assurance
Though there is no indication for future 

purchases for this service, it is presently 

in demand among SMEs. The SMEs are 

driven to have assurance in their business 

endeavours through internal auditing, 

internal control review and financial due 

diligence.

Corporate Services
The results reveal that company sec-

retarial services are the most purchased 

services but further purchase plans were 

not indicated. Services in merger and 

acquisition are in strong demand. This 

shows the keenness of SMEs to further 

their business growth.

What SMEs Want

“Business services and the types of services purchased were divided 
into two: in-house services and services via outsourcing. In-house 

services include procurement, market research, research & develop-
ment, technical testing and accounting. Services that 

were outsourced by SMEs were legal, taxation, assurance and
corporate services.”
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Corporate Finance Services
External services were sought after by 

SMEs for fund raising and financial man-

agement services. At the same time there 

is a strong demand for services relating to 

business restructuring, which indicates 

the need of SMEs to align capital structure 

with business activities.

Business Consulting Services
In areas of human resource and internal 

control, survey participants revealed that 

business consulting services are often pur-

chased. Demands for services in strategy, 

risk management and performance man-

agement are also favourably highlighted 

by the SMEs. The results also indicated a 

significant jump in matters of insolvency 

and receivership services.

Factors Influencing 
SMEs Purchase Decision

Respondents indicated two key factors 

behind their purchase decisions, and 

these are strength in technical knowledge 

and degree of responsiveness. Interest-

ingly, the factor of trustworthiness was not 

held in high demand and the results also 

showed that SMEs are not loyal to existing 

providers.

Level of Satisfaction Towards 
Existing Service Suppliers

Through this survey, SMEs indicated 

their level of satisfaction towards exter-

nal accountants as service providers. 

This is based on two indicators in terms 

of the highest and the lowest satisfaction 

felt. The highest fall on the “knows my 

business needs well” and the “timeliness 

of response” factors whereas the lowest 

satisfaction felt by SMEs is due to lack of 

“creativity and innovativeness.”

Reasons Behind Not Purchasing 
Business Services from Accountants

The findings suggested that the SMEs 

are concerned about the security of their 

business information. However, trustwor-

thiness was found not to be an issue when 

it comes to selecting service providers. 

Hence, there is a necessity to understand 

the “lack of trust” when confidentiality is 

essentially one of the professional values 

that needs to be upheld by accountants.

The Way Forward
The results of the survey clearly indi-

cate that accountants and SMEs need to 

further strengthen their business relation-

ships and vice versa in order to achieve 

sustainability. This is subject to the con-

tinuing affordability of services offered to 

the SMEs.

Accountants serving SMEs should not 

limit their scope of services to the nor-

mal and accepted compliance services. 

They must also venture into areas which 

further enhance the competitiveness of 

the SMEs’ businesses in future purchase 

plans. 

The expertise of accountants in matters 

of accounting, taxation, assurance and 

corporate services should be exploited 

in order for the profession to offer other 

services in business consultancy that are 

also sought after by SMEs.

SMEs are motivated by cost when pur-

chasing services from accountants. Be-

sides that, technical knowledge seems to 

be a key driver and at the same time there 

is a demand for accountants to be more 

knowledgeable about the SMEs’ business-

es and issues involving the level of quality 

services offered.

In this challenging economic landscape, 

it is crucial for SMEs to be able to adapt to 

volatile conditions and to have the entre-

preneurial skills to prosper.

And now more than ever, the role of the 

accountant in helping them achieve value 

creation becomes increasingly important. 

Accountants in Malaysia who are able to 

understand the needs of these SMEs and 

support them in the right areas would then 

be well-placed to see a growth in demand 

for their services.

For more information on the survey please con-
tact MIA’s PAIB Department at 03-2279 9200 or 
email: zulfa@mia.org.my

AT

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

Auditors and the Whistleblowing Law
Dr. Mushera Ambaras Khan

There is no globally accepted definition for “whistleblowing.” A commonly accepted 
definition specifies that whistleblowing is “the disclosure by an organisation’s members 

of illegal, immoral or illegitimate practices under the control of their employers to 
persons that may be able to affect action.”1 

I
n Malaysia, a whistleblower provi-

sion is found in the Companies Act 

1965 where auditors are placed un-

der obligation to report to the Reg-

istrar breaches of company law2. The law 

however does not provide for any kind of 

protection for those who blow the whistle. 

Issues that gave rise to the need for en-

hanced whistleblowing provisions in the 

law in the context of auditors were raised 

in the High Level Finance Committee’s 
Report on Corporate Governance in 19993. 

The report included the recommendation 

to enhance the whistleblowing provision in 

the Companies Act 1965 to extend the audi-

tor’s report to include any serious offences 

in addition to breaches of the Companies 

Act 1965. The Finance Committee also rec-

ommended that the subjective element as 

required under the whistleblowing law in 

the Companies Act 1965 be removed and 
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Auditors and the Whistleblowing Law

Mandatory obligation to report
Section 320 of the CMSA imposes a man-

datory duty upon auditors of  listed corpo-

rations to report breaches of the securities 

law and the rules of the stock exchange 

to the authority. The provision clearly pro-

vides that “the auditor shall immediately 

submit a written report on the matter.” The 

auditor who had reported the breaches 

will also need to disclose his/her name to 

the stock exchange and the Commission. 

Unless there is disclosure of the identity 

of auditors, the auditors will not be able 

to discharge the obligation imposed upon 

them by Section 320 of the CMSA. Further, 

the protection against action under Section 

320(2) is given only to auditors of listed 

companies who have made disclosures in 

good faith and in the intended performance 

of their duties. The obligation to report by 

the auditor arises when the auditor is of ‘the 

professional opinion’ that there has been a 

breach of the securities law or the rules of 

the stock exchange5.  

The inclusion of the requirement that 

the auditor must report where he is of ‘the 

professional opinion’ that there has been 

a breach of the law means that auditors 

should conduct their audits actively, rather 

than rely passively on information supplied 

by corporate personnel. 

The protected persons
Section 320 of the CMSA provides an 

auditor with statutory protection from any 

action in court where a report is made in 

good faith. Other protected persons include 

the officers of the company such as a chief 

executive, any officer responsible for pre-

paring or approving financial statements of 

financial information, an internal auditor or 

a secretary of a listed corporation6.  

   

The scope of protection for 
whistleblowers 

The CMSA also contains provisions that 

attempt to prevent victimisation of whistle-

blowers. The provision provides protection 

to a whistleblower from any retaliation in 

the form of dismissal, harassment or dis-

crimination at work, or any action in court 

in respect of the disclosure made.

Accountability of auditors
Section 320 of the CMSA obviously reflects 

the increase in the public’s expectation of au-

ditors’ responsibility. Perhaps it is the regu-

lar reports about fraud and corruption that 

have prompted the authorities to question 

the responsibility of auditors with respect to 

fraud prevention and detection.  Though it 

is accepted by academic commentators that 

the audit would in itself act as a deterrent to 

fraud or corruption, auditors do not have the 

responsibility to prevent or detect fraud and 

corruption. 

The principal function of a company’s 

auditor is to report on the accounts for a 

financial year of the company. In Re Allen, 

Craig and Co  (London) Ltd7 the court was 

of the view that it is sufficient if they deliver 

their report to the company secretary.  In 

conducting the audit, the auditor  has a duty 

to use a reasonable degree of care and skill.  

the auditors be required to base their de-

cision on their professional opinion.  The 

introduction of the enhanced whistleblow-

ing provisions seeks to assist in curbing 

corporate abuses and promoting better 

corporate governance in public-listed com-

panies. The whistleblowing provisions are 

now embodied in the Capital Market and 
Services Act 2007 (CMSA).

This article provides an analysis of the 

whistleblowing provisions in Malaysia as 

contained in the CMSA with a special fo-

cus on auditors. 

Review of the 
whistleblowing legislation

The whistleblowing provisions in Malay-

sia as provided in the CMSA 2007 general-

ly apply to breaches of securities laws and 

stock exchange rules. The whistleblowing 

provisions are also confined to the audi-

tor and specific employees of public-listed 

companies. Whistleblowing under Section 

320 and 321 of the CMSA involves the 

disclosure of information to the relevant 

authorities by auditors and specific em-

ployees of a public-listed company. Unlike 

in other jurisdictions, the whistleblowing 

provisions do not explicitly use the term 

‘whistleblower’. 

Matters to which the 
disclosure relates 

Under Section 320 of the CMSA, disclo-

sure relates to breach or non-performance 

of the securities laws, breaches or non-

performance of any rules of the stock 

exchange and any matter which may ad-

versely affect to a material extent the fi-

nancial position of the listed corporation.

To whom should the 
disclosure be made ?

In order to be a protected disclosure un-

der Section 320(2), matters which adversely 

affect the financial position of the listed cor-

poration must be disclosed to the relevant 

stock exchange and the Securities Commis-

sion. The revelation relating to breach or 

non-performance of the securities law must 

be made to the Securities Commission and 

those relating to breaches or non-perform-

ance of  the rules of a stock exchange must 

be made to the Securities Commission and 

the stock exchange4.  

“An auditor is not bound to be a detective, or, as was said, 
to approach his work with suspicion or with a foregone conclusion that 
there is something wrong. He is a watchdog, but not a bloodhound.”

1  Select Committee on Public Interest Whistle-
blowing, In the Public Interest, Senate, Canber-
ra, 1994 at p 3.

2  Section 174(8) of the Companies Act 1965.
3  Securities Commission Annual Report 2003 at 

viii. The Commission was the Secretariat of this 
High Level Finance Committee which was es-
tablished by the government. The report includ-
ed the recommendation to enhance current pro-
visions in the Companies Act 1965 by extending 
the auditors’ duty to report serious offences relat-
ing to breaches of securities law in addition to 
breaches of the Companies Act 1965. The report 
also recommended that protection be afforded to 
auditors against defamation suits in respect of 
the reporting obligation. Further, it was also rec-
ommended that the auditor be required to base 
his decision on his professional opinion.

4  S 320 (1)(a)-(c). It is worth noting that in other 
countries, disclosure can be made to a wider 
range of persons. For instance, in Australia,  the 
disclosure may  be made to the Australian Se-
curities and Investments Commission (ASIC), 
the company’s auditor or an audit team member, 
a director, secretary or senior manager of the 
company, or a person authorised by the com-
pany to receive disclosures of that kind. (Section 
1717AA(1)(b)(i)-(iv) of the Corporations Act 
2001)

5 Section 320(1).
6 Section 321 of the CMSA. 
7  [1934] Ch 483.

1 Select Committee on Public Interest Whistle
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The ambit which is implied by the word “rea-

sonable” has caused some academic debate.  

However, as a general principle, in order to 

prepare their report, auditors must carry out 

investigations sufficient to enable them to 

form an opinion on whether proper account-

ing records have been kept by the company 

and whether the accounts for the financial 

year and the directors’ remuneration report 

(if the company is a quoted company) agree 

with those accounting records. They must 

state in their report any reservations they 

have on these matters. The auditors are con-

ferred with the right of access at all times to 

the company’s books, accounts and vouch-

ers, and are entitled to require from the com-

pany such information and explanations as 

they think necessary for the performance of 

their duty as auditors. 

The nature of the auditor’s duty of care in 

the performance of his work was carefully 

considered by Lopes LJ in Re Kingston Cot-

ton Mill Co (No 2)8:  It is the duty of an auditor 
to bring to bear on the work he has to perform 
that skill, care, and caution which a reason-
ably competent, careful, and cautious auditor 
would use. What is reasonable skill, care and 
caution must depend on the particular circum-
stances of each case. An auditor is not bound 
to be a detective, or, as was said, to approach 
his work with suspicion or with a foregone con-
clusion that there is something wrong. He is a 
watchdog, but not a bloodhound. He is justified 
in believing tried servants of the company in 
whom confidence is placed by the company. He 
is entitled to assume that they are honest, and 
to rely upon their representations, provided he 
takes reasonable care. If there is anything cal-
culated to excite suspicion he should probe it 
to the bottom; but in the absence of anything 
of that kind he is only bound to be reasonably 
cautious and careful.

However, we can see that subsequent 

cases show that the courts moved away 

from the notion that an auditor is only an 

alert but passive watchdog.  In Pacific Ac-

ceptance Corporation Ltd v Forsyth9, Mof-

fit J observed: Since the classic statements 

Auditors and the Whistleblowing Law

concerning the auditors were made last cen-
tury there have been considerable changes 
in the organisation of the affairs of the com-
pany … and there have been continuing and 
increasing experience of and notoriety of 
danger signs in respect of mismanagement, 
fraudulent or otherwise, of companies often 
brought to light by “economic squeezes” as 
they are termed.… In planning and carry-
ing out his work  an auditor must pay due 
regard to the possibility of error or fraud. 

In other words, the auditor’s duty is to 

go behind the corporation’s books in order 

to determine the true financial position of 

the corporation. In making this determi-

nation, the auditor must take cumulative 

view of the matters revealed during the 

audit. This means that the auditor must 

design and carry out procedures which 

have a reasonable expectation of detecting 

a substantial or material error or fraud in 

the company’s affairs. Unlike the approach 

taken in Kingston, Moffit J held that an au-

ditor does not comply with the standard of 

reasonable care and skill by simply relying 

on the assumption that company directors 

and officers have fulfilled their respective 

duties to the company. Thus the auditor is 

required to make inquiries at the appro-

priate level. The auditor may rely on the 

corporation’s system of internal control, 

but only after it has been appraised, its 

strengths and weaknesses have been as-

certained, and it has been tested.

Relying on Pacific Acceptance, where the 

auditor’s suspicion had been raised,  it is 

not sufficient for the auditor to limit inquiry 

to the directors only. An increased caution 

has to be taken especially in the audit of a 

large and complex company.  Failure to ex-

ercise reasonable care and caution will re-

sult in the auditors being negligent. Daniels 

v Anderson10 provides good illustration on 

this point. In this case, a large listed com-

pany in Australia employed a young foreign 

exchange manager, Andrew Koval, for 

its foreign exchange dealings. Koval con-

cealed losses from management as there 

was no adequate internal control in place. 

As a result, the company suffered a loss of 

A$50 million. The company subsequently 

dismissed Koval and sued the auditors, al-

leging negligence in audit. The court found 

that the auditors were negligent in carrying 

out their duties.

The above case clearly illustrates that al-

though the duty to prevent or detect fraud 

and corruption rests with the management, 

auditors need to take extra care before rely-

ing on the client’s systems of internal control. 

Furthermore, with the introduction of the 

whistleblowing legislation, an auditor con-

ducting an audit will be committing a breach 

of the law if he fails to notify the authorities 

of the breaches or suspected breaches of the 

relevant laws. The Securities Commission is 

empowered to require the auditor of a listed 

corporation to submit additional information 

in relation to the audit by the Commission11.  

The Commission may also specify the time 

within which any such requirement shall be 

complied with by the auditor. The law also 

provides that the listed corporation shall 

remunerate the auditor in respect of the dis-

charge by him of all or the additional duties 

under Section 32012. 

Conclusion
The introduction of the whistleblowing 

provisions is just another effort to promote 

transparency in public-listed companies.  

With the number of corporate fraud cases 

on the rise, auditors are placed under man-

datory duty to report breaches of the secu-

rities laws and stock exchange rules. Along 

with the obligation to blow the whistle, the 

law has provided protection to corporate 

whistleblowers. As compared to the posi-

tion under the Companies Act 1965 that 

provides no protection for whistleblowers, 

auditors are currently placed in a better 

position. However,  it will be interesting to 

see how the protective measures provided 

under the  whistleblowing provisions will 

be implemented, bearing in mind that the 

retaliation taken against the whistleblower 

may be both direct or indirect.

“… the auditor’s duty is to go behind the corporation’s books in 
order to determine the true financial position of the corporation. 
In making this determination, the auditor must take cumulative 

view of the matters revealed during the audit.”

AT

8 [1986] 2 Ch 279 at 288-9.
9 (1970) 92 WN 29 at 73.
10 (1995) 16 ACSR 607.
11 Section 320(3)(a).
12 Section 320(4).

8 [1986] 2 Ch 279 at 288 9
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The Causes of the Different 
Components of the Audit 

Expectation Gap in Malaysia 
Unreasonable Expectations of Auditors 

Porter (1993) argues that expectations 

could only be regarded as reasonable if 

these expectations are compatible with 

the auditor’s role in society, and are cost-

beneficial for auditors to perform. The 

findings of the interviews show that unrea-

sonable expectations in Malaysia are due 

to a combination of factors such as users’ 

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

The Audit Expectation Gap in Malaysia
Causes and Possible Solutions (Part 2)

Teck Heang Lee, Azham Md. Ali and Dieter Gloeck

Thirty - five semi structured interviews were conducted with the aim of understanding the 
underlying causes of the different components of the audit expectation gap in Malaysia. The 
interviewees were: eight auditors, five representatives from the major regulatory bodies in 
Malaysia, four financial controllers and two accountants, four company directors, three 
fund managers, four private investors, three auditing professors and two bank officers. 

misunderstanding and unawareness of the 

duties and responsibilities of auditors, the 

misinterpretation of the objectives of an 

audit, and exaggerated expectations on 

the part of users of auditors’ output. It was 

found that unreasonable expectations are 

more pronounced among the general pub-

lic than among financially competent and 

highly educated management, particularly 

in the accounting field.

The auditors amongst the interviewees 

are of the opinion that the public generally 

assumes that the auditors are the account-

ants, policemen and all round financial 

safety experts who are supposed to protect 

their investment interests. The auditors 

also claimed that they have encountered 

unreasonable expectations from their 

audit clients. They complained that they 

were expecting them to deliver the follow-

ing tasks, in spite of these tasks not neces-

sarily being consistent with the objectives 

of an audit function:  

n Identify errors, passing journal entries 

& balancing accounts for clients

n Full examination of the accounts

n Perpetual Advisor, free services includ-

ed in audit fee structure 

n Performing, completing & delivering 

opinions “overnight”.

The auditors believed that the unreason-

able expectations may have further harm-

ful implications for the audit profession as 

the public may no longer be able to recog-

nise the positive contribution of auditors 

to society, and this may further undermine 

the value of the audit function.  Some audi-

tors argued that it is important to distin-

guish between “reasonable” and “unrea-

sonable” expectations of auditors and the 

audit function. This is because the duties 

unreasonably expected of auditors do not 

justify their efforts, particularly as such 

duties may not be profitable to auditors. 
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the issue of appointment of auditors at 

the AGM. In view of the power of manage-

ment to influence the process of the audit 

engagement, it is possible that auditor in-

dependence could be undermined as they 

could be pressured to compromise their 

duties in exchange for their reappointment 

as auditors to the company. 

Low Audit Fees and Practice 
of “Lowballing”

The issue of charging low audit fees (the 

practice of “lowballing”) has long been a 

major concern for the audit profession in 

Malaysia as it has serious implications on 

the quality of an audit.  Such a problem may 

affect not only the perceived performance 

of auditors but to a large extent the actual 

quality of an audit as well.  Some auditors 

argued that even though the Malaysian In-

stitute of Accountants (MIA) has provided 

guidelines for audit pricing in Malaysia, 

such guidelines have not been adopted by 

most of the CPA firms due to the lack of 

proper enforcement by the regulatory au-

thority.  As a result, audit fees in Malaysia 

are considered by some auditors to be quite 

low in comparison with other countries at a 

similar stage of development in the region. 

An auditor claimed that the audit market 

in Malaysia is indeed very competitive. He 

added that tactics such as offering of audit 

services at an “unreasonable” discounted 

rate are widespread. Some auditors were 

of the opinion that the low audit fee cou-

pled with the price war between CPA firms 

would have negative implications for audit 

quality. This is because, to remain profit-

able and competitive, a CPA firm’s audi-

tors are likely to reduce the number of 

audit procedures in order to reduce the 

cost of performing the audit assignment.  

An auditor explained that it is possible for 

auditors to do this because: (i) the audit 

clients may not be interested in the qual-

ity of their audit; and, (ii) audit clients may 

not have the skills to be able to assess the 

quality of the audit that was performed. All 

in all, audit quality is likely to be sacrificed 

in order to maintain the lucrative profit 

margins on low audit fees.  

Global Competition for Human 
Capital 

Human capital is the most important 

and essential asset in the auditing indus-

try, and retaining competent personnel is 

a great challenge. The audit profession 

in Malaysia is now challenged by global 

competition for skilled human resources. 

One of the auditors pointed out that CPA 

firms are now facing a difficult time in 

recruiting qualified auditing personnel as 

they are paid much better in countries like 

Singapore, China and in the Middle East.  

Besides, auditing is now also regarded 

as a less attractive profession by fresh ac-

counting graduates due to its long working 

hours and lower salaries.

Another auditor claims that the shortage 

of auditing staff has caused an unhealthy 

competition among audit firms in Malay-

sia, particularly for young graduates. He 

explained that audit firms are supposed to 

be training providers for novices as they 

gain the necessary knowledge and experi-

ence. However, frequent switching of jobs 

by these new so-called accountants certain-

ly compromises their learning process. All 

in all, given the seriousness of this brain 

drain situation in Malaysia, it is likely that 

the audit quality will be negatively affected 

as the day-to-day auditing work is likely to 

be carried out by relatively inexperienced 

and under-qualified staff. 

Retrospective Evaluation of 
Auditors’ Performance

The auditors claimed that whenever a 

financial scandal strikes the Malaysian 

news headlines, the public perceives the 

auditors as having not performed their 

work diligently.  This is because the public 

does not have the necessary knowledge, 

ability or even desire to assess the quality 

of an audit. The auditors argued that in a 

financial scandal situation the determina-

tion of audit quality can only emerge from 

subsequent events and investigations, by 

which time the damage to their reputation 

has usually long since been done. The ret-

rospective evaluation of auditors is seen 

as being unfair, as the perceived quality 

of the auditors’ work is then judged using 

knowledge and information that was not 

available at the time of the audit. 

The hindsight method of evaluation 

is likely to bring about a high level of 

criticism against the auditors, given the 

significant amount of negative publicity 

The Audit Expectation Gap in Malaysia

Therefore, attention should be given to the 

duties that can reasonably be expected of 

auditors. However, some auditors opined 

that unreasonable expectations cannot be 

totally eliminated from  public perception 

because the public is not paying for the au-

dit function; hence, the public insistence 

that auditors also carry out those duties 

that are not cost-beneficial for auditors to 

perform. 

Deficient Performance of Auditors 
The following are factors that have been 

identified as possible reasons for the prob-

lem of deficient performance on the part 

of auditors.

The Process of Auditor’s 
Appointment in Malaysia

 Many interviewees believe that the 

present process of appointing auditors in 

Malaysia has the potential to compromise 

auditors’ independence, which in turn 

would jeopardise the perceived usefulness 

of auditors’ services. Under Section 172 of 

the Companies Act 1965, the auditor of a 

company is appointed by the shareholders 

at the Annual General Meeting (AGM), 

and the auditor so appointed will hold of-

fice until the conclusion of the next AGM. 

An auditor opined that the shareholders’ 

right to appoint the company auditor is of 

limited practical value as the process of 

auditor’s appointment is effectively in the 

hands of the management in both private 

and public companies in Malaysia. This is 

because for most of the private companies 

in Malaysia the directors and the share-

holders are essentially the same people. 

When discussing particularly public- 

listed companies in Malaysia, theoreti-

cally there should be a separation between 

management and shareholders. However, 

generally the opinion of the auditors in-

terviewed was that there is not much dif-

ference between private and public-listed 

companies because directors and manage-

ment in public companies do, by virtue of 

their significant shareholdings in the com-

pany, indeed exert strong influence over 

the appointment of auditors. 

The generally laissez faire attitude of the 

minority investors/shareholders could 

also have worsened the situation because 

they are not primarily concerned about 
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high profile corporate failures generate. 

As pointed out by an auditor, the blame 

should not be put on the auditors’ shoul-

ders alone when the bankruptcy of a cor-

poration is reported in the media because 

there are many reasons for the failure of a 

corporation. These could be some or all of 

the reasons: poor strategic decisions and 

management; high market competition 

and poor economic conditions. Neverthe-

less, one of the auditors argued that the 

number of audit failures as compared to 

the number of audits conducted over the 

years in Malaysia is simply trivial. Hence, 

the general accusation against the whole 

audit profession in Malaysia as a result of 

the few audit failures may not seem to be a 

rational judgement.

Deficient Legislations
Based on Porter (1993), a deficient 

standard gap refers to the gap between 

what auditors can reasonably be expect-

ed to accomplish and what is required of 

them by current legislation and auditing 

standards. Sikka et al (1998) argue that 

the reason for the existence of “deficient 

standards” is probably due to the fact that 

the standards (whether imposed by law, 

the profession or other bodies) which au-

ditors are expected to follow are not strict 

enough. The questionnaire survey found 

that deficient standards in Malaysia are 

particularly evident in the definition of au-

ditors’ responsibilities for detecting fraud 

and illegal activities. 

Generally, it can be observed that since 

the fall of giant corporations such as Enron 

and WorldCom, auditing standards have 

been revamped to re-emphasise the audi-

tors’ responsibilities to detect fraud. Gen-

erally, auditors were of the opinion that 

the implementation of auditing standards 

on fraud can be seen as the audit profes-

sion attempting to  remedy systems that 

were unable to prevent the recent financial 

debacles from occurring, and to respond 

positively to the problem of perceived “de-

ficient standards” in relation to fraud. An 

auditing professor remarked: 

“To combat the recent litigation and ac-

cusation crisis, it is obvious that something 

needs to be done by the audit profession. 

One of the ways is to issue new auditing 

standards which require more to be done 

by the auditors. Since fraud has always 

been the problem that most concerns au-

diting, it is not surprising that new audit-

ing standards on fraud have been issued. 

To many people, it is reasonable to expect 

auditors to take up the responsibilities for 

fraud prevention and detection. Hence, the 

problem of perceived deficient standards 

is indeed natural as auditing is an evolving 

discipline that changes according to soci-

ety’s expectations and these expectations 

are not static. As a result perceived defi-

cient standards will exist at all times.”  

Tricker (1982) argues that business cri-

ses lead to new expectations and require-

ments of accountability. Such changes in 

expectations and requirements will in turn 

lead to new demands on the audit func-

tion, and eventually to changes in auditing 

standards and practice. Tricker (1982) also 

notes that issuance of accounting stand-

ards is particularly evident during periods 

of major crises in the corporate sector. 

This in turn suggests that the accountancy 

profession is gradually and constructively 

responding to the changing expectations 

of society (Humphrey et al 1992).Overall 

the findings indicate that the major prob-

lem of perceived “deficient standards” is 

due to a time lag between the corporate 

collapse and the accountancy profession 

responding in a structured and legally de-

fined manner to the emotion-driven, con-

tinually changing and expanding public 

expectation.

Recommendations for 
Possible Solutions 

Solutions to Unreasonable 
Expectations of Auditors

To reduce the problem of “unreasonable 

expectations”, steps should be taken to 

bring about better awareness of the objec-

tive of auditing and the work of an auditor 

amongst members of society in general. 

The following ways are suggested as being 

supportive of efforts to improve the knowl-

edge and understanding of audit practice 

amongst members of the public at large, 

and amongst auditees and shareholders:

For the public
It is recommended that free seminars 

be conducted on a regular basis by the 

regulators of the accountancy profession 

at which the actual role of auditors and the 

function of auditing are clearly presented 

to the public.

Higher levels of publicity may help to 

create public interest in and awareness 

about auditing. This could be achieved 

through the use of mass media where a 

special column is designated in the news-

papers on a weekly basis, in which the ob-

jective, nature and limitations of auditing 

are explained. 

For the auditees
An appropriate engagement letter may 

help to educate the auditees.  It is suggest-

ed that MIA should review the appropri-

ateness of the content of the engagement 

letter to ensure that a relevant, comprehen-

sive and easily understandable description 

of the actual role of auditors is included. 

This, in turn, would help to reduce misun-

derstanding of auditors’ responsibilities 

and to improve communication between 

these two parties. 

For the shareholders 
Shareholders’ awareness of auditing 

can be improved by having the auditors 

provide an explanation of what the aim of 

the audit attest function is and what can 

reasonably be expected of auditors. This 

could be published in the annual report 

or attached to the agenda for the AGM. In 

“To combat the recent litigation and accusation crisis, it is obvious 
that something needs to be done by the audit profession. 

One of the ways is to issue new auditing standards which require 
more to be done by the auditors. Since fraud has always been the  
problem that most concerns auditing, it is not surprising that new 

auditing standards on fraud have been issued.”

The Audit Expectation Gap in Malaysia
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addition, a question-and-answer session 

could also be arranged as part of the AGM 

in order to promote a dialogue between 

the auditors, auditees and shareholders, to 

clarify any doubt with regard to the func-

tion of an audit. 

Solutions for Deficient 
Performance of Auditors

The following recommendations are 

suggested to improve the performance of 

auditors in Malaysia:

The creation of an independent 
government agency to oversee the 
implementation of the audit regula-
tions in Malaysia. To enhance the ef-
fectiveness of the audit function and 
to overcome the problems relating to 
auditors’ appointment and low audit 
fees in Malaysia, it is proposed that 
an independent government agency 
be set up to oversee the framework of 
company audit appointment, auditor 
remuneration and the audit practice 
of the CPA firms in Malaysia. 

It is furthermore proposed that when 

a company needs an external audit, the 

company is required to make a written 

request to this independent government 

agency and that an appropriate auditor 

would be assigned to provide the auditing 

services. In addition, the fees for a stand-

ardised audit would be determined by the 

independent government agency. By do-

ing so, it would eliminate “lowballing” by 

audit practitioners. Secondly, it would also 

help to minimise the problem of auditors 

being blackmailed by their audit clients 

using the hope of reappointment as audi-

tor, since the appointment of the auditor 

would now rest in the hands of the inde-

pendent government agency. The authors 

of this study believe that when reasonable 

audit fees are guaranteed, it will help to en-

tice qualified audit personnel to remain in 

the audit industry. It will also address the 

“brain drain” situation in Malaysia, high-

lighted above. 

To ensure the quality of the audit serv-

ices and to strengthen the audit practice in 

Malaysia, it is recommended that a more 

comprehensive and rigorous review of the 

auditors’ work be conducted on a more 

regular basis. It is also proposed that the 

independent government agency would 

take more vigorous disciplinary action 

against those auditors who fail to perform 

their work diligently. 

To implement a pre-admission as-
sessment programme.

To ensure the quality of the account-

ancy profession in Malaysia, it is recom-

mended that a pre-admission assessment 

programme be conducted prior to the ad-

mission of members to the MIA. 

To provide a free professional de-
velopment programme.

To ensure continuing competency of 

auditors in Malaysia, it is suggested that 

the MIA should provide free professional 

development programmes on a regular ba-

sis to its existing members to equip them 

with an understanding of the latest devel-

opments in the accounting and auditing 

world. 

Solutions for Deficient Legislation
The problem of deficient legislation is 

mainly due to the time lag in the account-

ancy profession’s response to the con-

tinually changing and expanding public 

expectations. To provide remedies for the 

problem of deficient legislation, the follow-

ing steps are recommended:

 Research to determine the expecta-

tions of society as to the duties of 

auditors should be conducted on a 

regular basis in order to identify so-

ciety’s current expectations of audi-

tors. This would provide useful in-

formation from which the regulators 

could revise the existing legislation, 

thereby ensuring that legislation re-

mains reasonably in line with the ex-

pectations of society. 

 Regulators are advised to constantly 

review the existing legislation (i.e. the 

accounting and auditing standards as 

well as the Companies Act) so as to 

ensure their  current relevance and ap-

propriateness,  and that they are in fact 

improving the  level of accounting and 

auditing practice in Malaysia. 

 Malaysian Standards on Auditing 

(MSA) should be issued when neces-

sary to cover topics that are not dealt 

with in the International Standards on 

Auditing (ISA). Such actions would 

help to address issues that are unique 

to the Malaysian business and financial 

environment.

CONCLUSION
The review of the causes of an audit ex-

pectation gap show that the reasons  for 

such a problem are indeed varied and com-

plicated.  They arise from a combination of 

misconceptions and ignorance on the part 

of users; the complicated nature of the au-

dit function; unreasonable expectations on 

the part of stakeholders and the public, and 

inadequate performance by auditors, situa-

tions that are in turn caused by the various 

reasons discussed above, plus inappropriate 

legislation in Malaysia. Given the diverse 

range of problematic factors contributing 

to the existence of the expectation gap, it 

is argued that neither the auditors nor us-

ers should be solely blamed for the present 

“audit expectation gap” crisis. 

Based on the findings of the causes of 

the audit expectation gap in Malaysia, this 

study proposes a number of remedies for 

this problem. It is hoped that these pro-

posed solutions will provide the regula-

tors of the accountancy  profession in Ma-

laysia with some meaningful insight into 

ways to mitigate the audit expectation gap 

and the associated consequent problems. 

This, in turn, should help to enhance the 

quality of accounting and auditing prac-

tices in Malaysia.
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T
he Cadbury Report in 1991 

provided the initial spur to the 

corporate governance debate 

in the UK. It called upon the 

board of directors to institute accountabil-

ity to stakeholders by streamlining direc-

tors’ remuneration schemes, among other 

solutions. Many countries have followed 

the UK in promoting good corporate gov-

ernance practices, and we know now of 

the Sarbanes Oxley Act 2002 in the US, the 

Dey Report in Canada; the Vienot Report 
in France; the Olivencia Report in Spain; 

the King’s Report in South Africa, Princi-
ples and Guidelines on Corporate Govern-
ance in New Zealand, and the Cromme 
Code in Germany. The governance guide-

lines have been further supplemented by 

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

Role Typology in Corporate Governance
Buddies, Bullies and more…

Rashid Ameer and Radiah Othman

Corporate governance has assumed importance over the last two 
decades because of a number of negative developments such as the series 

of corporate scandals in the US. 

OECD and the International Corporate 

Governance Network (ICGN). Although 

a large amount of empirical research has 

found that the board composition affects 

positively various indicators of firms’ per-

formance, we believe that the role of the 

directors has to be properly conceptual-

ised to further accounting research. 

Corporate Governance Typology
We propose board role typologies that 

can help us to evaluate boards in any part 

of the world in the corporate governance 

hall of fame. The corporate form allows 

firms to be managed by suitably qualified 

professionals, whilst being attractive to 

risk-averse savers who, though having no 

interest or expertise in the management 

of the business, are willing to provide in-

vestment capital through the purchase of 

shares with limited liability. For a small 

number of shareholders, direct monitor-

ing and evaluation of the professional 

managers is not difficult. However, when 

new capital is injected by investors the 

monitoring capacity of the original share-

holders fades. 

Buddies — A partial solution to this prob-

lem has been concentrated ownership 

structures, which means that at least one 

‘large shareholder’ or active block holder 

serves as an antidote to management’s 

wealth expropriation inclinations. The 

need for an explicit corporate governance 

structure does not arise because the ‘large 

shareholders’ are well-known to the man-

agers through family ties and friendship. 

Large shareholders — ‘buddies’ as we 

refer to them, have unparallel respect and 

power in the boardrooms. 

Buddies can be seen on the corporate 

boards in many developed and develop-

ing countries such as Germany, France, 

Italy, Japan, Malaysia, Indonesia, and 

South Korea. For instance, in South Ko-

rea, ‘buddies’ are protected by allowing 

them a two-year grace period to correct 

accounting misstatements committed 

in the past when they are faced with 

securities-related class action lawsuits. 

The ‘buddies’ culture in Europe and Asia 

has sustained due to control-enhancing 

mechanisms that are often considered 

perfect substitutes for corporate govern-
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Role Typology in Corporate Governance: Buddies, Bullies and more…

Large shareholders — ‘buddies’ as we refer to them, have unparallel 
respect and power in the boardrooms. 

Many features of corporations such as hierarchical power provide a 
hospital environment for the toxin of bullying.

ance. According to a recent research by 

Institutional Shareholder Services and 

Shearman & Sterling Law firm, pyramid 

structures are the most important and 

widely available for these mechanisms in 

European countries except Britain, Ire-

land, Finland and Denmark. For instance, 

the Agnelli family maintains control of 

the Fiat group in Italy: Giovanni Agnelli 

& Co is the top Agnelli family company, 

which controls a 30 per cent stake in Fiat 

through a cascade of two quoted compa-

nies, IFI and IFIL, in each of which it has 

a controlling interest. In France the Peu-

geot family uses multiple voting rights 

to maintain its hold on PSA Peugeot Cit-

roën, in which its 30 per cent financial 

shareholding commands 45 per cent of 

the votes (The Economist, 2007). The 

‘buddies’ often swarm entire corporate 

groups. Such ‘high class’ status proves 

their authority, privilege, and power, as 

the following examples illustrate.

“JPMorgan pays its honorary retired di-
rectors US$30,000 a year”.

“Long-distance telephone service provid-
er Sprint gives free service to the outside 
directors”.

“Ford provides outside directors two free 
cars a year as well as an annual discount 
on a Ford vehicle”.

Bullies — The shareholding concentra-

tion enjoyed by ‘buddies’ sometimes pose 

a threat to the minority shareholders. 

Many features of corporations such as 

hierarchical power provide a hospital en-

vironment for the toxin of bullying. These 

silent shareholders clamour to form one 

platform (shareholder activist group) to 

bring down buddies. If the market for cor-

porate control is active, ‘bullies’ might be 

threatened by potential dismissal or “pred-

ators” who eye the company as a potential 

takeover target. However, this may not 

happen as the shareholders of the follow-

ing companies found out. 

The case of AIG, US
There have been many efforts over the 

years to improve America’s system for elect-

ing corporate directors. As things stand 

the incumbent board sends shareholders 

a ballot or proxy, listing its preferred can-

didates. Any shareholder wishing to pro-

pose an alternative slate of directors must 

bear the cost of distributing a rival proxy. 

An attempt in 2003 by William Donaldson, 

then SEC chairman, to allow shareholders 

of AIG to nominate directors on the com-

pany proxy was shelved when bosses ob-

jected (The Economist, 2007). The bosses 

insisted that they are actually lobbying to 

protect the interests of shareholders as a 

whole against minority shareholder activ-

ists, especially hedge funds, unions and 

campaigning, single-issue investors.

The case of Bulldog Inc., Japan
Steel Partners - an American investment 

fund, had built up a 10 per cent stake in 

Bulldog, a Japanese condiment-maker 

with 27 per cent market share. Steel of-

fered to buy all outstanding shares in the 

company for around US$260 million. Bull-

dog’s management opposed the bid and 

accused Steel Partners as being a ‘green-

mailer’ — a predator that buys a large 

share in a company, threatens to take it 

over and then agrees to drop its bid and 

sell its stake back to the company at a 

hefty premium. Even though Steel’s boss 

insisted that Steel had a long-term commit-

ment to Bulldog. Bulldog proposed to en-

act a ‘poison pill’ defence that involved is-

suing three new shares for every existing 

share to all shareholders — except Steel, 

which would instead receive cash, diluting 

its original stake. The poison-pill motion 

was passed, and although Steel mounted 

a legal challenge, Bulldog’s right to use 

the device was upheld by the courts. So 

the foreign investors were thwarted, but 

at great cost to Bulldog, which said it ex-

pected to make a loss of ¥980m (US$8.3m) 

for the year to March 2008, rather than the 

previously forecast profit of ¥500m (The 
Economist, 2007).

Believers — With increasing scrutiny 

of managerial actions, ‘bullies’ become 

aware of losing sight of the company. 

They conceive the advantage of having 

independent and open minded people 

on the boards that have no conflict of in-

terest because it is a win-win situation. 

Bullies often seek to repair their dam-

aged reputation of not being attentive to 

shareholders’ voice. This is an awakening 

for many corporations. The ‘believer’ cor-

poration actively seeks to join those who 

have moved ahead because of the change 

of heart and belief in what a company 

should stand for. The corporation sudden-

ly has a ‘soft’ heart for shareholders and 

is ready to embrace shareholder wishes 

with overt generosity. An example serves 

to illustrate this point.
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It is not difficult to decide on board size, diversity, independence, 
number and meetings of committees. The spirit of capitalism 

constitutes a sort of moral “habit’’ which burdens the possessor of 
money with a steward’s obligation toward his own possessions.

“If you look at our annual report last 
year, many requirements of corporate 
governance do not actually come into 
place until this year, but since it is al-
ready part of the code, we have already 
applied it anyway. Maybe it has given us 
the advantage in terms of the assessment 
of corporate governance practices.” 

Public Bank Bhd., Malaysia

The Best of All — There are companies 

which have some sort of fetish for and are 

determined to do anything that is possible 

under the sun as long as it is in the name 

of corporate governance. They believe 

this will place them “among the best.” To 

achieve this, companies are having their 

corporate governance rated by independ-

ent corporate governance metric firms 

such as Institutional Shareholder Services 

(ISS) or Governance Metric International 

(GMI) in the US. Another interesting de-

velopment has been efforts to change the 

composition of the corporate boards. Sar-

banes-Oxley Act 2002 proposed that corpo-

rations should have directors from ethnic 

minorities on the board. According to a re-

cent survey of 2,357 directors of S&P 500, 

16 per cent of the directors are women and 

the directors from ethnic minorities are 

African-American (10 per cent), Hispanic 

(four per cent) and Asian (one per cent).

Companies want themselves to be seen 

as installing gender equity on boards. Re-

search shows that firms having a higher 

proportion of women serving on their 

boards do engage in charitable acts of giv-

ing to a greater extent than firms having 

a lower proportion of women serving on 

their boards. However, in some countries 

this ‘girl power’ thing has gone too far, as 

the following illustrates.

“From January 1st all public companies 
in Norway are obliged to ensure that at 
least 40 per cent of their board directors 
are women. Most firms have obeyed the 
law, which was passed in 2003. But about 
75 out of the 480 or so companies, are still 
too male for the government’s liking. They 
will shortly receive a letter informing them 
that they have until the end of February to 
act, or face the legal consequences — which 
could include being dissolved.” 

The Economist, January 2008

Some companies want to be seen as going 

beyond the good corporate governance prac-

tices, as the following examples illustrate.

“Mandatory Accreditation Programme 
(MAP) prescribes that directors should 
attend ‘relevant” training to the discharge 
of their responsibilities”. 

Kumpulan Guthrie Bhd., Malaysia

 “Johnsons & Johnsons Inc has established 
a threshold of US$1 million or 2% of the 
company’s consolidated gross revenue-
whichever is greater as its standard of 
independence for directors who are exec-
utive officers or employees of companies 
that do business with J&J, according to 
the proxy statement. We take corporate 
governance and the independence of out-
side board members very seriously”. 

Source: Becker and Romano, 2005

of dimensions or constructs that are nec-

essary to provide a comprehensive assess-

ment of corporate governance, empirical 

evidence on corporate governance effec-

tiveness would be under-developed. Single 

indicators that are used nowadays for ill-

defined and complex corporate structures 

such as the number of independent board 

members are likely to have substantial 

measurement errors. 

Conclusion
The growing numbers of corporate gov-

ernance guidelines or codes that baptise 

new champions of corporate morality and 

hold the promise to get rid of corporate 

wrongdoings are simply not the answers 

to solve the age old agent-principle con-

flict, and these reforms at times seem like 

‘shot-gun marriages’. It is not difficult to 

decide on board size, diversity, independ-

ence, number and meetings of commit-

tees. The spirit of capitalism constitutes 

a sort of moral “habit” which burdens the 

possessor of money with a steward’s obli-

gation toward his own possessions.
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For other corporations which are not in 

the league of these extraordinary corpora-

tions, the danger is that, one day compli-

ance would become mandatory and they 

may have to do anything in the name of 

corporate governance even though they 

do not mean it. We argue that increasing 

emphasis on mandatory compliance to 

the tenets of corporate governance risks 

changing the ‘comply or be contented’ to 

‘comply or else’ which will be costly for 

the corporations. The ‘box-ticking’ ap-

proach might prove to the regulators that 

professional managers with stewardship 

skills are following the golden route to 

shareholders’ wealth maximisation but the 

uninformed shareholders’ might not imag-

ine gold at the end of the rainbow. The ten-

dency to overemphasise legal compliance 

mechanisms may result in an attempt to 

substitute accountability for responsibil-

ity and to legislate morality. The proposals 

advanced in the name of good corporate 

governance — like all proposals in all situ-

ations should be closely examined to de-

termine whether they are sound. Unless 

we have detailed insights into the number 

AT
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Returning to Traditional Values
How performance management can help during tough economic times.

Edward E. Cheah and Gary Cokins

Most Asian investors and businesses have lost their conservative holistic values in 
running their businesses or in evaluating investment opportunities.

T
hey are caught up with the 

Wall Street methodology of 

credit rating business, focus-

ing on the quick returns built 

on the premise of greed and not so much 

of sustainability and good governance.

This is basically “outward looking” 

business behaviour that is tuned to the 

demands of external viewpoints such 

as Wall Street analysts, rating agen-

cies and investors demanding quick re-

turns regardless of how the results are 

achieved.

This has resulted in highly rated in-

vestment banks collapsing and CEOs of 

darling companies falsifying numbers to 

pander to Wall Street hawks.

The worldwide financial crisis re-

quires a focus on distinguishing true 

economic value realisation from artifi-

cial creation, such as financial deriva-

tives and credit default swaps. 

Citizens of the world now understand 

that the economic downturn is the result 

of a breakdown in governance, and anti-

regulatory advocates that allowed oppor-

tunists to let their personal greed domi-

nate the interests of citizens, businesses 

and governments in every country.

There is an old Chinese saying that 

states: “Put your house in order and 
many endeavours will be successful.”

Businesses that have systems and 

practices that place their houses in or-

der will be robust enough to ride over 

any economic challenges. Therefore, for 

businesses to have sustainability, they 

need to have a performance manage-

ment framework as a housekeeping sys-

tem to keep their house in order.

solutions, such as customer relationship 

management (CRM), supply chain man-

agement, risk management, human capi-

tal management, lean management and 

Six Sigma initiatives.

It provides managers and employee 

teams with the methods, tools, technolo-

gies, information and analytics, as well as 

the power to know how to perform and to 

react more quickly - and to drive relative-

ly higher economic value than they would 

otherwise achieve without them. 

Components of Performance 
Management Framework

Strategy Management
This is where management sets their 

targets, goals and strategies for the or-

ganisation, such as having sales volumes 

of US$100m, best employer of the year, net 

Performance Management Frame-
work as a housekeeping system
The performance management frame-

work is basically a suite of solutions that 

are “internal looking”. Basically, perform-

ance management solutions put your 

house in order so that businesses have the 

power to know how to prepare, prevent 

and perform in any economic climate.

Performance management is not a new 

methodology. Think of the performance 

management framework as an umbrella 

concept. It integrates operational and finan-

cial information from the component meth-

odologies into a single decision-support and 

planning framework. These components 

include strategy mapping, balanced score-

cards, costing (including activity-based cost 

management), budgeting, forecasting and 

resource capacity requirements planning. 

These methodologies fuel other core 
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profit of US$10m, etc.

To achieve these goals, a strategy road 

map of actions needs to be undertaken.

These strategies are communicated down-

wards via a desired measureable Key Per-

formance Indicator (KPI) and its eventual 

periodic feedback mechanism will be moni-

tored via Scorecards and Dashboards.

Dashboards that are seen by all manag-

ers are a good peer taskmaster as manag-

ers having an adverse score will knowingly 

take action to achieve the target gap with-

out the intervention of a higher authority.

Planning, Budgeting & Reporting
Having set up the goals, this process 

then divides the resources and finances to 

achieve them.

Having a robust budgeting and report-

ing system that is not time consuming, with 

its ease of analysis and a single source of 

clean information, is key to faster decision- 

making and allows for preventive actions 

to be taken to avoid pitfalls.

Having an automated and rolling fore-

cast frees up precious time for the CFOs 

to strategise and position his or herself as 

a valued partner to the business and not 

merely as a scorekeeper.

Profitability & Cost Management
These practices optimise your cost struc-

tures and ultimately identify the profitable 

elements of your products or customers.

When you stack up customers in terms 

of how they contribute to profit, as Peter 

Turney shares in his book Common Cents, 
you typically find that 30 per cent of your 

customers/product/services bring you 

500 per cent of your profits. Fifty per cent 

adds no value and 20 per cent  costs you a 

400 per cent loss.

In view of the credit crunch, your finan-

cial resources are better spent on custom-

ers/product/services that give you the 

best profits.

Knowing your product/services costs 

and profitability allows your business to 

price effectively or to re-bundle lower prof-

it items with large volume items to maxim-

ise profitability.

The risk and peril from overreact-
ing to the economic downturn

Many organisations are responding to 

the economic downturn with a knee-jerk 

reaction: Budget cuts, reductions in force, 

layoffs, reduced financial guidance, asset 

sales, bankruptcies, etc. 

As a result, many are overreacting by 

cutting beyond the fat and into the nerve 

tissue and bone. Therefore, they are weak-

ening their enterprise for the future.

Prudent organisations however, are 

carefully analysing the risks and threats 

from an economic downturn by develop-

ing what-if scenarios for the future, and 

creating suitable short and long-term 

plans. This forward-thinking approach al-

lows management the power to prepare 

strategically, with an eye to the future, but 

still grounded in the present. 

Performance management becomes 

even more critical when times are tough 

because companies need accurate data 

to make critical decisions on a more fre-

quent basis than usual.

Performance management practiced as 

second nature would give businesses the 

power to prevent knee-jerk reactions with 

damaging actions during times of eco-

nomic challenges.

Business analytics fuel perform-
ance management

How can the performance management 

framework help during an economic 

downturn? 

Most perceive it far too narrowly — as 

just a bunch of dashboard dials and better 

financial reporting. It is much broader. 

Scorecards and dashboards generate 

good questions. Organisations need to 

not only know “What happened?” but also 

the power to know “Why did it happen?” 

and “What could happen?” This informa-

tion allows them to ultimately determine 

“What are the best choices and decisions 

from all of my possible options?” 

An enterprise resource planning (ERP) 

system is not enough to answer these 

questions. ERP only provides raw transac-

tional data. The data must be transformed 

into information used in the context of de-

cision-making. The performance manage-

ment framework - embedded with busi-

ness analytics - gives an organisation the 

capability to quickly learn (to prepare), 

anticipate (to prevent), react and respond 

(to perform).

Transforming data into information 
and wisdom for decision-making
Similar to an untidy house with clutter, 

disorder and plain garbage, unlocking the 

intelligence trapped in mountains of data 

has been a relatively difficult task to ac-

complish effectively. 

Performance management is a value 

multiplier to the substantial investment 

organisations have made in their trans-

actional software systems and technol-

ogy (e.g., ERP systems), which are often 

viewed as falling short of the expected 

returns on their investment.

Innovation in data storage technology 

can now create vast pools of digital data. 

As a result, there are now superior soft-

ware offerings that provide a complete 

suite of analytic applications and data 

models that enable organisations to tap 

into the virtual treasure trove of informa-

tion they already possess. This is looking 

“inwards” to clean data and then extract 

value from these internal data sources.

The economic downturn is adversely 

affecting all organisations. Those adopt-

ing the performance management frame-

work and business analytics will not only 

recover faster, but also be ahead of their 

competitors and equipped for long-term, 

sustained improvement. 

Staying true to the old Chinese adage, 

investors and rating agencies should now 

focus on whether a business’ house is in or-

der and view quick returns as secondary. 

The scenario then becomes one in 

which businesses are rated for having 

performance management solutions in 

place and are actively using them to pro-

vide businesses with power to prepare, 

prevent and perform in conditions of eco-

nomic crisis. 

Edward E. Cheah, MBA CA, a Chartered Ac-
countant, has over 23 years of working expe-
rience with stints as CFO of various MNCs, 
moving into building a regional telecommuni-
cations business and in the most recent years, 
consulting roles working with large organisa-
tions such as Shell. 

Gary Cokins, CPIM,  is an internationally 
recognised expert, speaker, and author in ad-
vanced cost management and performance 
management systems. He is a manager of 
worldwide performance management solu-
tions with SAS.
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Labuan in a Different Light
The island of Labuan, off the coast of the Malaysian state of Sabah, is nothing special as 
far as tropical islands go, but it does have one advantage: it is an international offshore 
financial centre. Until very recently, it offered offshore financial services solely to foreign 

companies, but with the latest intervention by the Malaysian government, Labuan’s 
offshore financial services may become indispensable to local companies as well.

Labuan’s low profile
This about-turn in policy has been the 

result of  strong tax laws in Malaysia. Mar-

tin Crawford, CEO of Labuan International 

Business and Financial Centre (LIBFC), 

says, “Labuan, as Malaysian territory, is 

able to access all tax treaties which Malay-

sia is a party to; there are about 69 of these, 

representing the largest tax treaty network 

in Asia Pacific. The Malaysian government 

was initially worried about tax leakage, but 

that is no longer a main concern. With that 

fear allayed, the authorities decided to open 

Labuan’s offshore facilities to outbound 

Malaysian entities as well.”

In 1990, Labuan, which had been de-

clared Malaysian Federal Territory in 

1984, officially became an International 

Offshore Financial Centre. This made it 

a member of a fairly exclusive club of 70 

members worldwide, that includes other 

offshore centres like Aruba, Barbados, the 

Cayman Islands, Dubai, Jersey, Malta, Sin-

gapore and Vanuatu, among others.

Two decades of steady growth
Nineteen years ago, Labuan “set up 

shop” with six banks, five legal firms and 

eight accounting firms. As of January 

2008, however, there were 7,000 offshore 

companies, including 60 banks and 140 in-

surance companies. Of these, 55 per cent 

are Asian companies, primarily from Indo-

nesia and Singapore. Do foreigners know 

something that Malaysians don’t?

Not quite. In the past 18 years, hundreds 

of billions of (US) dollars’ worth of busi-

ness has been transacted through Labuan, 

mostly through foreign companies that 
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took advantage of Labuan’s tax-free sta-

tus. Then existing Malaysian legislation 

did not extend this facility to Malaysian-

registered companies.

However, in August 2008, offshore 

companies in Labuan were permitted 

to deal with Malaysian residents. With 

that stroke, Labuan IOFC, now renamed 

Labuan IBFC, became infinitely more at-

tractive to Malaysian businesses — more 

so when these businesses consider that 

despite its tax-free status, Labuan is still 

protected by the myriad tax treaties which 

Malaysia currently abides by.

It’s all about the money
Make no mistake about it; everything 

about Labuan is business and finance-cen-

tric. It’s about getting better returns on 

investments via effective tax management 

and greater tax efficiency. It’s about keep-

ing your money flexible enough to capi-

talise on every bull run or bear market. 

It’s about keeping your money safe — and 

growing — while you figure out what you 

can do with it next.

There are many options in Labuan. 

Products and services available through 

the intermediaries on the island include 

insurance and captive insurance, fund 

management, private wealth management 

and Islamic financial services. Labuan 

IBFC has no exchange controls, foreign 

ownership and equity restrictions, or 

stamp duty. It is also significantly cheaper 

to do business in Labuan, compared to 

other offshore centres in the Asia Pacific 

region like Singapore and Hong Kong.

The decision to open Labuan up to the 

Malaysian market was also taken in the 

light of increasing globalisation and the 

flight of Malaysian capital to other off-

shore centres. With the amount of wealth 

increasing in Malaysia, the possibility of 

trust funds being set up increased too. 

In Labuan, non-trading activities are not 

subject to tax. Therefore, income derived 

from trust fund investments, for exam-

ple, is non-taxable, whereas it may be 

subject to income tax if placed in onshore 

accounts.

Why Labuan works for many
Company set-up costs in Labuan IBFC are 

also cheaper than most other offshore cen-

Martin Crawford, CEO, Labuan International 
Business and Financial Centre (LIBFC)

tres. “It costs only US$2,000 to have a com-

pany in Labuan, compared to the US$20,000 

or so you’d have to shell out in Jersey or the 

Dutch Antilles,” explains Crawford. “Be-

sides, Malaysia is considered a very safe 

place to keep funds. It has very successfully 

avoided being in the same category as those 

offshore centres which have been linked to 

money-laundering activities.”

Crawford credits this high integrity rating 

to the fact that Labuan IBFC is held to strict 

compliance of regulations by the Labuan 

Offshore Financial Services Authority 

(LOFSA), which in turn comes under the ea-

gle eye of Bank Negara. With the Governor 

of the central bank on the Board of LOFSA, 

and intense scrutiny of every activity, it is ex-

ceedingly difficult to misbehave.

“Labuan IBFC debunks the myth that 

you can get away with anything if you use 

an offshore centre,” Crawford continues. 

“Other offshore financial centres have been 

lax; this has led to allegations of money-

laundering, and tarnished the reputations 

of these centres. Fortunately, Labuan IBFC 

hasn’t had to deal with this kind of baggage 

because from the outset, the guidelines 

were clear, and enforcement was strict.”

He adds that Labuan’s high standards 

and low operating costs stand it in good 

stead against the European offshore cen-

tres, where establishment and running 

costs are high. “The Euro zone is per-

ceived as more sophisticated, with higher 

compliance requirements,” he explains. 

“The Caribbean centres are not as sophis-

ticated and usually have lower compliance 

requirements. This sometimes encour-

ages illegal activities.”

Island advantages
Coupled with the lower cost of doing 

business and stringent regulations, the 

generally lower cost of living in Labuan is 

also a major factor. How many people can 

resist the idea of working on a tropical is-

land, surrounded by warm blue waters?

Plus, Labuan’s residents are engaged 

primarily in either the financial industry 

or oil and gas industry; crime – usually a 

fact of city life – is practically non-existent. 

Make no mistake; life in Labuan may be 

quiet, but its quality is hard to beat.

But beyond all this is the fact that Ma-

laysian companies can now qualify for tax 

exemptions on a lot of things they do in 

Labuan. One of these, says Crawford, is 

leasing, especially in the leasing of special-

ised and very expensive equipment for oil 

exploration and drilling, or for the leasing 

of planes.

Malaysian entitites can now also set-up 

holding companies to facilitate any cross 

border trade which they may have, deal 

with Islamic financial instruments, and ad-

minister private and public funds offshore. 

Captive insurance, something which is yet 

to take off locally, is another area which 

has great potential. Labuan currently has 

“It costs only US$2,000 to have a company in Labuan, compared to the 
US$20,000 or so you’d have to shell out in Jersey or the Dutch Antilles. 
Besides, Malaysia is considered a very safe place to keep funds. It has 
very successfully avoided being in the same category as those offshore 

centres which have been linked to money-laundering activities.”
Martin Crawford, CEO, Labuan International Business and Financial Centre (IBFC)
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What’s in it for Accountants
Accountants will never be short of work in Labuan. In an environment that thrives on 

finance, there is always the need for tax advice and auditing services, and corporate 

secretarial work.

Labuan IBFC focuses on five major areas: holding company structures, captive insur-

ance, Islamic finance, fund management and private wealth management. In order to 

be of assistance to companies which are interested in setting up operations in Labuan, 

accountants should be conversant with the guidelines for establishing offshore com-

panies, and the requirements of regulatory authorities namely the Labuan Offshore 

Financial Services Authority.

Accountants should also understand what incorporation in Labuan entails, and 

what regulations apply to the respective businesses of their clients. This will include 

the schedule of business incentives, and the guidelines on Shariah-compliant off-

shore dealings.

In Labuan, it’s all about the money, so those wishing to benefit from the facilities 

offered on this little island should be thoroughly conversant with its tax framework, 

and be able to advise their clients accordingly. The tax breaks and advantages are out 

there, as are the ways to obtain the prerequisite information. Accountants will find that 

it really does pay to be able to do more than just crunch numbers.

Labuan IBFC Inc Sdn Bhd, the agency set up by LOFSA to market, promote and 

develop Labuan IBFC to become the premier offshore international business and fi-

nancial centre in the Asia-Pacific region, will be meeting the MIA membership via it’s 

seminar entitled “Expand your business horizons, add value to your current range of 

services” throughout the months of May and June.

This special one day seminar will be held throughout the Peninsular, Sabah and 

Sarawak, detailing the latest regulatory changes allowing corporate Malaysia a more 

active presence on the island, and providing real case study examples on structures 

which have been used to maximise tax efficiency for local corporates. 
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32 captives and has identified this area as a 

key area for growth in the coming years.

Labuan looks further afield
With the current economic woes tighten-

ing pockets worldwide, tax havens are com-

ing under increased scrutiny. Europe and the 

US are cracking down on offshore centres to 

ensure that nothing falls through the cracks, 

and nobody gets away without paying taxes 

that are due. The US, in particular, is coming 

down hard on jurisdictions which it perceives 

as probable locations for US tax evasion, in-

cluding the Cayman Islands, Hong Kong, Jer-

sey, Singapore and Switzerland.

Crawford points out another edge that 

Labuan has over the competition: the Ma-

laysian government’s Islamic finance thrust. 

“When you consider that there are investors 

in this region who want to make Shariah-

compliant investments, but are turned off by 

the cost of investing in Dubai, you’re looking 

at a very lucrative market,” he says.

Coupled with Labuan’s strategic location, 

it looks set to be the centre of choice for 

investors from China and India, who are 

rapidly becoming more affluent and look-

ing for ways for their money to make more 

money. AT
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Back to the Drawing Board
Peter Simons casts an expert’s eye over the extent to which finance 

professionals have taken advantage of advances in technology and e-commerce 
to re-design their roles.

I
n 1999, the legendary Jack Welch, 

then Chairman of GE, famously de-

termined that his company was not 

about to be ‘Amazoned’ by new inter-

net competitors. He recognised the threat 

of technology and set GE managers the 

challenge: ‘destroy your own business’. 

The idea was that managers should be 

prepared to make fundamental changes 

or even completely reinvent their busi-

nesses to counteract the potential compe-

tition from new, low-cost, internet savvy 

competitors that would be less encum-

bered by legacy infrastructure and work-

ing practices. 

Within a few years, GE managers had 

tackled this challenge and achieved signifi-

cant cost savings, improving the firm’s per-

formance. A year earlier, in 1998, KPMG 

had quoted the late Sir Hugh Collum, then 

chairman of the 100 Group (comprising 

FTSE100 finance directors) and chief fi-

nancial officer of Smithkline Beecham, as 

saying that accountants would need to re-

invent their role:

“Accountants could go the way of (the 

UK’s) coal miners. A mighty industry that 

once employed three quarters of a million 

and helped bring down a government, today 

employs fewer employees than Smithkline 

Beecham. I believe that accountants could 

go the same way if they do not realise the 

fundamental changes they need to make.” 

M A N A G E M E N T  &  A C C O U N T I N G
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knowledge workers, operational staff 

and even customers and suppliers.

 Global capital markets require value 

creation. Companies have access to 

similar resources across the world. 

Processes and standards converge on 

similar world-class levels. Decision 

making is becoming the key to supe-

rior strategies and performance. 

Accountants now perform a wide range 

of roles and many go on to take their ex-

pertise into management roles. The gen-

eral direction of change has been from 

technical skills and financial reporting to 

management skills and decision support. 

Decision time
Management accountants’ contribution 

to decision making has traditionally been 

the preparation of management informa-

tion, usually in the form of budgets, ac-

counts and forecasts. Progressive account-

ants have not only increased the efficiency 

of these back office roles but they are now 

looking to provide better analysis and in-

sight. They are also developing a new role 

as management accountants who can en-

gage with the business to influence imple-

mentation and help manage performance 

through to impact. 

The drive for greater efficiency threatens 

traditional roles in transaction processing 

and the reporting cycle. The perception 

of ERP systems used to be that they were 

only for major organisations, but they are 

now used by many medium-sized compa-

nies too.

Developing accountants who can pro-

vide commercial insight, influence peers 

and manage performance is a challenge. 

This takes a combination of financial and 

business understanding. Training and ex-

perience as accountants in business pro-

vides an advantage. But where account-

ants are still too busy number crunching, 

other people from the business and MBAs 

are competing for their jobs. 

The nature of the management informa-

tion and the analysis required is chang-

ing too. The accounting department’s 

traditional monthly information pack, 

consisting mostly of financial reports and 

analyses, will no longer suffice. Today’s 

business users want insightful, current 

and forward-looking analyses of financial 

and non-financial data from internal and 

external sources in a readily accessible on-

line format. The nature of Business Intelli-

gence (BI) has been changing in response 

“Accountants could go the way of (the UK’s) coal miners. A mighty 
industry that once employed three quarters of a million and helped 

bring down a government, today employs fewer employees than 
Smithkline Beecham. I believe that accountants could go the same way 

if they do not realise the fundamental changes they need to make.” 
Quoted in 1998 by KPMG from the late Sir Hugh Collum, then Chairman of the 100 Group and 

Chief Financial Officer of Smithkline Beecham

Developments in IT systems and shared 

service centres were already removing 

traditional tasks. It seemed clear then 

that the new role for finance would be as a 

player on the business team rather than a 

scorekeeper on the sidelines. 

Opportunity knocks
The CIMA Forum, a group of senior ac-

countants from major organisations, con-

tends that most major firms have already 

taken advantage of these developments 

to transform their finance functions. The 

initial priority was cost reduction. They 

have invested in systems, formed shared 

service centres (sometimes outsourced) 

and streamlined processes to make their 

accounting operations ever more efficient. 

In leading organisations, the finance 

function is being re-shaped because the 

emphasis is on the new role of finance in 

management. Companies are developing 

finance personnel who can be deployed to 

support effective decision making across 

the business. 

However, a decade after Collum’s ulti-

matum, Y2K, the importance of risk man-

agement and more demanding reporting 

standards have led many accountants to 

doubt that their role will change after all. 

Many are still mostly occupied in the re-

porting cycle, re-calculating numbers on 

spreadsheets and providing accounting 

services to the business. Some are still 

talking about the need for change in the 

same terms as they were in the late 90s. 

Meanwhile, trends that became evident 

a decade ago have gained momentum:

 Global competition brings a focus on 

efficiency that demands more efficient 

processes and structures (shared serv-

ice centres, in-house or out-sourced), 

usually enabled by ERP systems and 

reporting and analysis applications.

 Expanding information requirements 

from regulators, shareholders, analysts 

and wider stakeholders have raised 

reporting standards, causing external 

reporting to become more transparent 

and more like management informa-

tion.

 Widespread use of computing and the 

internet has made accounting more 

technical and raised the expectations of 

management information of directors, 

to this demand. 

Accountants’ reporting and analysis 

tools have often been seen as their special-

ist tools while IT supplied data warehouse 

and analysis tools for other business us-

ers. BI now also encompasses the financial 

reporting and analysis tools. The major 

vendors — SAP, Oracle, Microsoft and 

IBM — have acquired the leading financial 

software specialists so these tools can be 

integrated into their wider BI offerings. 

Work together
IT professionals are excited about the 

potential in developments in BI to provide 

new forms of management information, 

including scorecards and dashboards with 

financial metrics, directly to business us-

ers in formats appropriate to their roles. 

But BI projects cannot be delivered by 

IT or external consultants alone. Business 

leaders have to support the business case, 

and business users have to be engaged 

in implementation. Data quality has to be 

ensured and the right metrics tracked to 

improve performance. 

BI could free up accountants to take on 

decision support roles and provide the 
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Back to the Drawing Board

Case study   dotMobi 

dotMobi is a consortium of 14 leading companies — including Google, No-

kia, Microsoft, Vodafone and Visa. It is designed for web users to find con-

tent that will work on a mobile phone so that customers know that, when 

a business or organisation uses a dotMobi address for its mobile website, 

that site is guaranteed to work, no matter what handset or mobile operator 

is used. 

The potential multiple-year ownerships of internet domains means that 

dotMobi operates in a complex world in terms of pricing and planning. With 

each domain sale lasting up to ten years and with dual reporting require-

ments, completing the budgeting process using Excel had become almost 

impossible. Also, to find insight into the company’s profitability and devel-

opment, it had to plough huge amounts of time gathering information from 

billing and accounting systems. 

‘Given our high growth expectations, decisions about the future are cru-

cial to our business. We needed much more flexibility as well as varying 

views on our opportunities. We chose to work with Miagen, a boutique BI 

consultancy, because they could put experienced principals on the project 

team,’ says Norbert Grey, Vice-President, Finance and Administration, dot-

Mobi. 

‘When we consulted Miagen, we realised the true value of implementing 

the new system through our finance department. In retrospect we can clearly 

see how natural it is for finance to take the helm with business intelligence. It 

is not just because the accountant is better equipped to deal with interpreting 

the data, it is also because it is only a small step for those with spreadsheet 

know-how to adapt to business intelligence technology,’ Grey says. 

Relief work
‘It was a relief to explain the complexity of our case to someone who was 

fluent in our practices. The steps were clearly explained and the programme 

was personalised to show its capability with regard to our specific needs. 

‘The dotMobi business was dissected into its reporting components; di-

mensions that were later gathered in cubes to hold information structures. 

These were drawn and redrawn until the leanest model was developed. 

‘It was crucial that the final model was the only source. We came away 

with confidence that the solution would be powerful and flexible. We wanted 

to take the number crunching away and have less work with more vision. 

The ability to articulate the problems and get the design and solution right 

was extraordinary. 

‘Now the server holds just one model, viewable from Excel. It has the 

historical data, 12 projections for the next year, P&L by product and an auto-

mated cash flow and balance sheet. The next phase will be to look at P&L by 

customer. Once this is done, one change on Excel can reforecast the entire 

plan. It will cover a reporting and projection timeframe of 20 years. 

‘We have achieved our core objective of implementing Miagen’s solution 

– this is a continuing process of forecasting / planning improvement and I 

see us working with Miagen over the next year to install KPI dashboards 

for advanced planning. And now, thanks to Miagen, we can react quickly to 

market conditions while being able to project long-term impacts. That helps 

us run the business better and make smarter decisions,’ says Grey. 

Peter Simons works with CIMA’s Innovation and Development team as a CIMA qualified 
technical specialist. This article is contributed by CIMA (Chartered Institute of Manage-
ment Accountants) and it was first published by CIMA in its Excellence in Leadership 
series: Data Management in Finance.

business partnering that organisations require of 

them. However, BI is often still seen as an IT solu-

tion and management accountants are not always en-

gaged, although they have important roles to play in 

helping to implement BI projects and then using BI to 

support decision-making. They can:

n Work with IT to develop a BI strategy and the busi-

ness case for the investment in BI. They should 

help determine the actions to be taken and risks to 

be managed so the expected benefits can be real-

ised. 

n Support implementation, ensuring that change 

management and project management disciplines 

are applied. 

n Help ensure data quality, perhaps taking responsi-

bility for this often unclaimed problem area. 

n Help to articulate the business’s information needs 

for decision-making and support performance man-

agement with metrics that reflect value creation. 

n Support less quantitative or financially articulate 

colleagues in the business with analysis and mod-

elling of financial and non-financial data to assess 

performance and enable evidence-based decision- 

making about the future. 

“There will always be a demand for 
accountants with technical accounting 
expertise, for example as specialists in 

information systems and statutory 
reporting. But the area of greatest 

opportunity will be where accounting and 
management skills are combined in 

financial roles to support decision-making.”

Management accountants’ understanding of fi-

nancial impact and their closeness to the business 

puts them in a strong position to help unlock the 

potential of BI. There will always be a demand for 

accountants with technical accounting expertise, 

for example as specialists in information systems 

and statutory reporting. But the area of greatest 

opportunity will be where accounting and manage-

ment skills are combined in financial roles to sup-

port decision-making. 

Management accountants should be prepared to 

help destroy parts of their old jobs because BI can 

release their capacity to take on new, more valuable 

roles with wider career opportunities. Therefore, 

management accountants should work more closely 

with their colleagues in IT or external consultants to 

help to develop and implement a BI strategy. 

Peter Simons works with CIMA’s Innovation and Development team as a CIMA qualified

AT
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Islamic Estate and Waqf 
In the last article, we discussed Islamic Investment which is simply defined as wealth 

accumulation. We now look at Islamic Estate and Waqf, the fourth major 
component of Islamic financial planning. The major theme of this 

component is wealth distribution and how Muslims can plan for their 
life in the hereafter. 

F I N A N C E  &  A C C O U N T I N G

T
ruly, this topic is unfamiliar 

to many laymen — Muslims 

as well as non-Muslims. Ma-

laysian society would not 

have RM40 billion worth of unclaimed 

cash and assets left by the dead (NST, 

21/1/07) if we were familiar with this sub-

ject. As such, we shall begin with the defi-

nitions. An estate is literally property or 

possessions. In estate planning, the world 

is used to refer to those assets a person 

leaves when he or she dies. An Islamic es-

tate is simply the assets of a Muslim who 

has died.

Waqf is charitable endowment
Waqf is an Arabic word. For our pur-

pose, it means charitable endowment. 

Technically, there is no equivalent word 

in English to convey the meaning of 

Waqf. It is usually spelt as Wakaf or Waqaf 

in Malay. 

So, Islamic Estate and Waqf in the con-

text of financial planning is concerned 

primarily with what a Muslim leaves 

behind upon death and how he should 

plan his estate according to the Shariah. 

The issue of Hukum Faraid (the Islamic 

law of Inheritance) quickly comes to the 

mind of many Muslims, but we shall not 

discuss it in this article. This law is ob-

ligatory for the Muslim to follow, espe-

cially by the heirs of the deceased Mus-

lim. From the perspective of the Muslim 

who is making plans for his estate, there 

are many other issues that he should be 

aware of. 
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We first look at the rationale of making 

a plan. We plan our estate simply because 

we care for our dependants in the event 

of our death. This needs to be reiterated 

because the tendency is strong for people 

to postpone and forget. The worst is to be-

come angry when reminded.

When estate planning 
becomes necessary

Caring for the dependants is a subjec-

tive matter. However, in cases where the 

dependants are utterly dependent such as 

infants or elderly parents or disabled chil-

dren, having a plan becomes necessary. 

Clearly, having a plan in these circum-

stances is deemed as an act of worship 

(ibadah) because the plan secures a ben-

efit for the dependant. The importance — 

nay, the objective — of having a plan is to 

ensure the continuity of the dependants 

livelihood.

Another issue that people must be 

aware of is the administrative matters 

that must be settled before any estate of 

the deceased can be distributed, that is, 

the reality of the estate being locked by 

law. We have heard of the saying that ig-

norance is bliss but for the dependants of 

the deceased, the situation surely cannot 

be blissful when the means of support are 

cut off abruptly and for a long period of 

time. It is for this reason that some plan-

ning measures must be put in place for 

our loved ones, because we care.

Having a will for Muslims is 
highly recommended

We now go into the basic Islamic es-

tate planning issues. First is the issue of 

having a will for a Muslim. Can a Muslim 

have a will? Yes, of course. Must a Muslim 

have a will? It depends; generally, it is not 

obligatory but it is recommended. 

According to a hadith, it is not right for 

a Muslim who has some property to be-

quest that he should pass two nights with-

out having his will written down. And, in 

another hadith, a Muslim who has made 

a will is he who dies on a clear path (hav-

ing peace of mind), on a recommended 

practice, on being fearful of Allah wanting 

martyrdom and he dies forgiven.

A Muslim preparing to have a will needs  

to know some basic rules. He must keep 

in mind the concept of wealth ownership 

in Islam, namely, all wealth belongs to Al-
lah and man acts as trustee. As such, he 

cannot will away according to his wishes. 

Two basic rules are: 

He cannot bequest to his legal heirs. 

Legal heirs are those who have a fixed 

share of the deceased’s estate according 

to Faraid, and 

Bequests shall not exceed one-third of 

the estate after settling debts. 

Even though the settlement of debts 

is a more important matter than having 

a will these two matters can be resolved 

concurrently in estate planning — in fact, 

an effective financial plan must deal with 

all material issues comprehensively. It 

must be noted that there could be other 

claims against the estate such as mat-

rimonial assets and legal suits made in 

good faith before the distribution amount 

is ascertained. 

For all Malaysians, Muslim and non-

Muslim, having a will is highly recom-

mended because of the estate administra-

tion laws. When a person dies without a 

will, also referred to as dying intestate, 

the process to get the letter of administra-

tion from the court to unlock the estate of 

the deceased will take a longer time com-

pared to the case where there is a will. 

Islamic Estate and Waqf planning
 is planning for the hereafter 

So, how is estate planning related to 

charitable endowment (waqf)? Basically, 

the former is making plans for our loved 

ones that we leave behind in this world 

when we die and the latter is making plans 

for ourselves in our lives in the hereafter. 

To truly appreciate this, one must believe 

that there is another life after his death. 

For Muslims and followers of other reli-

gions, this is part of faith.

Going back to the Islamic worldviews, 

the objective of undertaking waqf plan-

ning is to achieve al-Falah i.e. being suc-

cessful in this world and in the hereafter.

As indicated earlier, the body of knowl-

edge on waqf is rich and matters can be 

rather technical; legally and shariah-wise. 

Nonetheless, for the Muslim, he plans for 

waqf because he wants to achieve a “re-

curring charity”.

In a hadith reported in Sahih Muslim, 

“Abu Huraira reported Allah’s Messen-

ger (may peace be upon him) as saying: 

When a man dies, his acts come to an 

end, but three; 

recurring charity; or 

knowledge (by which people) benefit; 

or 

a pious son, who prays for him.”

A recurring charity is a charitable act 

whereby the benefits of the act flow to 

the needy repeatedly. Through a waqf, a 

Muslim can achieve a recurring charity. 

So, what really is a waqf? To define a waqf 

can be baffling because there are so many 

technicalities surrounding it. A waqf is 

akin to a trust but with features that are 

unique only to waqf. Perhaps through an 

example this concept of recurring charity 

can be understood properly.

Consider the giving away of a tenanted 

house as charity into a waqf and specify-

ing to the manager of the waqf that rental 

proceeds are to be given away to any or-

phanage. So, as long as there are tenants, 

there will be money for the orphans. De-

pending on the waqf manager, the giving 

away of an enduring asset such as a house 

can result in the charity being repeated 

many times. Through a waqf, a single act 

of charity can produce recurring benefits 

for the needy, and if the waqf is properly 

structured the benefits can even last in 

perpetuity. 

Since the donor will die sooner or later, 

the rewards from Allah for his charitable 

act of waqf will accrue to him even in his 

life in the hereafter. A Muslim can create 

a waqf during his lifetime or upon death 

by using the one-third provision for be-

quest. It is in this way that Islamic Estate 

and Waqf planning is planning for the 

hereafter.

The Financial Planning Asso-
ciation of Malaysia manages 
the CFP and is introducing 
the Islamic Financial Plan-

ner (IFP) certification programme. FPAM pro-
motes professionalism in financial planning. 
For enquiries, email to zahidi@fpam.org.my or 
visit IFP microsite at www.fpam.org.my.

Islamic Estate and Waqf

AT

1

2

1
2

3



 ACCOUNTANTS TODAY 34

MIA Service Charter
The Institute is pleased to announce the 

introduction of the “MIA Service Char-

ter”, one of the initiatives in improving 

the Institute’s service delivery.  It is in line 

with the Institute’s strategic objective i.e. 

to achieve operational excellence.

This charter will provide information 

and direction about our commitment 

and standards of service for certain key 

areas that members can expect from us.  

Besides the areas the personnel are ex-

pected to meet, we also seek support from 

members when receiving our services.  

This charter can be viewed at the Insti-

tute’s website at the following link www.
mia.org.my/mia/ins/abo/miaservicecharter

Background
The Malaysian Institute of Accountants 

(MIA) is a statutory body set up under 

the Accountants Act 1967 to regulate and 

develop the accountancy profession in 

Malaysia.  

Realising the importance of the Man-

agement Centre to continuously improve 

its service delivery to its stakeholders, 

the Institute has established its Service 

Charter which took effect from March 

2009.  The MIA Service Charter is a pub-

lic document and it focuses on key areas 

in dealing with its members.

Objective
The MIA Service Charter has been de-

veloped to provide members with a clear 

understanding of our commitment and 

the standards of service that you can ex-

pect from us.

Our Commitment
n We will treat you courteously and with 

respect.

n We will be responsive to your needs and 

N O T I C E  T O  M E M B E R S

end our dealing with you professionally.

n We will respond to your request within the time set out and advise if extended time is 

needed.

n We will facilitate you to find the proper resources if we are unable to provide all the 

requested information.

Our Standards of Service
We aim to achieve the standards of service set out below throughout our organisation.

Area Standard Of Service

nHandling Calls  We will answer calls within 5 rings.

  We will identify ourselves when communicating with you.

nHandling Enquiries The response time for general enquiries are:

     By telephone – within 2 working days

     By e-mail – within 3 working days

     By letter/fax – within 5 working days

  The response time for technical enquiries is 10 working  

 days. The Institute’s policy on handling technical   

 enquiries among others require technical enquiries to be 

  in writing and will respond to queries from members only.

  (The policies can be viewed at the Institute’s website

  under The Institute-Resources-FAQs link)

nWaiting time for servicing We will attend to walk-in members within 5 minutes.

 walk-in members

nApplication/Registration We will acknowledge receipt of application/registration  

 for membership, member firm, practising certificate and  

 QE candidacy according to the following modes:

  By hand – on the same day (verified by MIA personnel)

  Online – within 2 working days

  By post/fax  – within 3 working days

  We will process application/registration which is 

  complete and in order as follows:

  QE Candidacy   –  not exceeding 2 months

  Membership   –  not exceeding 2 months

  Practising Certificate –  not exceeding 2 months

  Approval to set up Firm –  within 3 working days

nMPDC Events We will respond to participants within 2 working days for  

 all incoming registration (duly completed form).

nIssuance of Receipt  We will respond to participants within 2 working days for 

for Subscription all incoming registration (duly completed form).

  Payment handed at the counter at MIA HQ or Branches  

 to Management Centre staff, official receipt will be 

  issued upon receipt of payment.

nConfidentiality We will treat your personal information confidentially.   

 Your information will not be released to another party 

  unless required by the relevant authorised bodies.
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How can you help us?
While you are receiving our services, please 
support us by:
n Providing us with all the information we 

need to meet your request

n  Responding to our requests in a timely 

manner

n Updating us on your change of details

n Letting us know if we have not met our 

commitment to you

n Treating us with courtesy and respect

Your Feedback is Important
We at MIA realise that continuous com-

mitment is required to serve you excel-

lently, competently and consistently. We 

positively welcome your views and com-

ments on how we can improve our serv-

ices and initiatives to meet your needs. By 

doing this, you are helping us to help you.

If we do not meet your expectations, 

please let us know as soon as possible for 

us to look into the matter and take cor-

rective measures. Likewise, if you have a 

good experience with us, please feel free 

to share them. Your feedback is impor-

tant to us!

Our Contact
You may contact us at:
Tel: 03-2279 9200 (General Line) 

03-2279 9213 or 03-2279 9308 

(MIA Info Assist Line)

Fax: 03-2274 1783. 

email: mia@mia.org.my

info.assist@mia.org.my.

Address: 
Malaysian Institute of Accountants 

(MIA HQ)

Dewan Akauntan

No. 2 Jalan Tun Sambanthan 3

Brickfields, 50470 Kuala Lumpur.

MIA Branches with Management Centre:
Sabah Branch
Lot 6, Second Floor, Block A

Damai Point Commercial Centre

Off Jalan Damai, Luyang

88300 Kota Kinabalu

Tel: 088-261 291

Fax: 088-261 290   

email: miakku@mia.org.my 

 

Sarawak Branch
1st Floor, Ultimate Professional Centre

16 Jalan Bukit Mata Kuching

Notice to Members

93100 Kuching

Tel: 082-418 427   

Fax: 082-417 427  

email: miakch@mia.org.my

Penang Branch
Suite 3.4, Level 3

Wisma Great Eastern

25 Lebuh Light

10200 Penang

Tel: 04-261 3320   

Fax: 04-261 3321   

email: miapng@mia.org.my

Johor Branch
Unit No. 5.03A, 5th Floor

Menara TJB

9 Jalan Syed Mohd Mufti

80000 Johor Bahru

Tel: 07-227 0369   

Fax: 07-222 0391   

email: miajbu@mia.org.my

2009 SMIDEC Subsidy for 
MIA Training Programme
We would like to notify that the SMIDEC 

subsidy fund allocated for MIA training 

programmes has been fully utilised due 

to overwhelming response from the 

members of SMEs. For those applica-

tions received recently for processing, 

we will return them in due course. We 

will keep MIA members notified should 

there be any new development on the 

SMIDEC subsidy fund allocation to 

MIA. We would like to thank the mem-

bers for their support and we look for-

ward to be of service to you.
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R E G U L A T O R Y  U P D A T E S

NEWS FROM THE COMPANIES 
COMMISSION OF MALAYSIA (SSM)

Draft Bill on “Limited 
Liability Partnership” 
Members are hereby informed that the 

Limited Liability Partnership (LLP) Bill 

has been issued by the SSM for our feed-

back and comments. The purpose of the 

LLP Bill is to confirm the recommenda-

tions which were proposed in the consult-

ative document on LLP issued on 1 April 

2008 as well as to take into consideration 

comments received during that period 

thereof.

Members are encouraged to download 

and study the document in order to obtain 

further details on the LLP concept from 

the Institute’s website at www.mia.org.
my under Circular (18/2009) on the main 

page or under Technical/Areas/Corporate 
Law and Insolvency/Company Law.

If you wish to comment on the Bill, 

please do so in writing to technical@mia.
org.my by 20 April 2009. All responses to 

the paper may be made public by SSM, 

unless the respondent has specifically re-

quested otherwise.

The above information was sent to members via 
Circular No. 18/2009 on 11 March 2009.

Invitation to free Briefing 
Sessions on “SSM 
e-Lodgement Services”
Members are hereby informed that the 

SSM will be organising a series of brief-

ing sessions on the e-Lodgement services 

free-of-charge for the benefit of its stake-

holders.

This briefing session will explain the dy-

namics of e-Lodgement which will include 

practical sessions for step-by-step applica-

tion of the system. SSM encourages all 

members to participate in this briefing 

session as the e-Lodgement represents the 

future of transacting with the SSM.

The details of the briefing sessions are 

as follows:

Time: 10.00 a.m. – 12.30 p.m. 

Venue: Suruhanjaya Syarikat Malaysia   

 Computer Lab, Level 11

 Putra Place

 100 Jalan Putra

 50622 Kuala Lumpur

Dates: Wednesday, 6 May 2009 

 Friday, 26 June 2009 

 Wednesday, 1 July 2009 

 Friday, 28 August 2009 

 Wednesday, 2 September 2009 

 Wednesday, 7 October 2009

 Wednesday, 4 November 2009

If you wish to attend the briefing, kindly 

complete the registration form indicating 

your preferred date clearly on the form 

and fax/email it to:

COMTRAC
(Companies Commission of 
Malaysia Training Academy)
Fax: 03-4047 6052/6334

email: comtrac@ssm.com.my

You can download the registration form 

from the Institute’s website at www.mia.
org.my under Circular (17/2009) on the 

main page or under Technical/Areas/Cor-
porate Law and Insolvency/Company Law.

For further information or enquiries on 

the briefing sessions, kindly contact the 

following individuals from SSM:

n Farah 03-4047 9681

n Zila 03-4047 5009

n June 03-4047 9658

n Zalina 03-4047 6018

The above information was sent to members via 
Circular No. 17/2009 on 11 March 2009.

Frequently Asked Questions 
(FAQs) relating to the 
Companies (Amendment) 
Act 2007
The SSM has further uploaded additional 

questions on their Frequently Asked Ques-
tions (FAQs) section on their website in re-

lation to the amendments to the Companies 

Act which took effect on 15 August 2007. 

These FAQs, which will be updated from 

time to time by the SSM, serves the pur-

pose of further clarifying the provisions as 

well as it provides guidance to members in 

complying with the recent amendments. 

The recent additional questions uploaded 

include Section 172A and Section 174 which 

affects the auditors. The FAQs can be ac-

cessed on the main page of the SSM’s website 

at www.ssm.com.my under Announcement.

The above information was sent to members via 

e-news on 18 March 2009.

NEWS FROM THE SECURITIES 
COMMISSION (SC)

New SC Guidelines on 
Wholesale Funds and 
Revised Guidelines on Unit 
Trust Funds
The SC has introduced the Wholesale 

Fund Guidelines to give greater flexibil-

ity for licensed fund managers to provide 

innovative products. The new guidelines 

replace those on restricted investment 

schemes and the provisions on wholesale 

funds which were previously in the Unit 

Trust Funds Guidelines. 

With the Wholesale Funds Guidelines, 

fund managers now need to refer to only 

one set of guidelines for wholesale prod-

ucts while unit trust management com-

panies will have to refer to the Unit Trust 

Funds Guidelines for retail products. The 

guidelines were developed for fund man-

agers to meet the more complex require-

ments of sophisticated or professional in-

vestors, like high net worth investors and 

institutional investors.

As wholesale funds can only be offered 

to qualified investors and not the general 

public, the guidelines does not prescribe 

any quantitative requirements of restric-

tions on investment of the fund.

These guidelines have been effective 

since 18 February 2009. For more infor-

mation on these guidelines, please refer to 

the SC’s website at www.sc.com.my on the 

main page under Legislations.

Capital.My 
The SC has issued Capital.My for the 

month of January 2009, a quarterly bul-

letin, providing an update of key develop-

ments in the Malaysian capital market. 

If you wish to download a copy, please 

do so at www.sc.com.my under Internation-

al on the main page.

The above information was sent to members via 

e-news on 18 March 2009.
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NEWS FROM BANK NEGARA 
MALAYSIA (BNM)

Revised Standard Guidelines 
on Anti-Money Laundering 
and Counter Financing of
Terrorism (AML/CFT)
The BNM has recently revised the Stand-

ard Guidelines on Anti-Money Laundering 

and Counter Financing of Terrorism (AML/

CFT) (Guidelines). This Guidelines was first 

issued by the BNM in November 2006. 

The Guidelines are issued pursuant to 

Sections 13, 14, 15, 16, 18, 19 and 83 of 

the Anti-Money Laundering and Anti-Ter-

rorism Financing Act 2001 (AMLATFA). 

They have been established and formulat-

ed to address the requirements that must 

be complied with by the reporting institu-

tions under the AMLATFA to effectively 

combat money laundering and financing 

of terrorism activities.

The Guidelines have been revised in the 

following paragraphs under the respective 

headings:

 Customer Due Diligence (paragraphs 

5.1.6., 5.1.7., 5.3.1., 5.3.3., 5.3.4., 5.3.5., 

5.5.3., 5.7.2., 5.8.1., 5.8.3., 5.8.4. and 

5.10.3.)

 Record Keeping (paragraphs 6.1.1., 

6.1.2. and 6.2.2.)

 Ongoing Monitoring (paragraph 7.3.2.)

 Suspicious Transaction Report (para-

graph 8.1.2.) 

 AML/CFT Compliance Programme 

(paragraph 10.3.4.)

The Guidelines have been effective 

since 2 February 2009. Members are en-

couraged to download the complete set 

of the Guidelines from the MIA’s website 

at www.mia.org.my under Technical/Ar-
eas/Anti-Money Laundering or from the 

BNM’s website at www.bnm.gov.my under 

BNM Guidelines and Circulars on the main 

page.

For further information or enquiries on 

the said Guidelines, kindly contact the fol-

lowing individuals from BNM:

n Lim Boon Beow: 03-2698 8044 ext. 8615,  

boonbeow@bnm.gov.my
n Zuraiha Dzulkifly: 03-2698 8044 ext. 

8618, zuraiha@bnm.gov.my
The above information was sent to members via 
Circular No. 16/2009 on 11 March 2009.
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T A X  U P D A T E S

INLAND REVENUE BOARD (IRB)

Public Rulings (PR)
n Addendum to PR No. 3/ 2005: Living 

Accommodation Benefit Provided for the 
Employee by the Employer 

Date of issue: 5 February 2005 

Effective Date: Year of Assessment (YA) 

2009

This Addendum provides clarification on 

the change in the determination of value of 

living accommodation benefit provided for 

the employee by the employer.

n Second Addendum to PR No. 1/2006: 
Perquisites from Employment 

Date of issue: 25 February 2009

Effective Date: YA 2008

This Addendum provides clarification 

in relation to tax exemption on perquisites 

received by an employee pursuant to his 

employment in respect of:

a. innovation or productivity award — 

paragraph 25C, Schedule 6 of the In-

come Tax Act 1967.

b.i. gift of a new personal computer — In-

come Tax (Exemption) (No. 4) Order 

2008; and

   ii. allowances, subsidised interest and 

gifts — the relevant Income Tax ex-

emption order yet to be gazetted.

The above Addenda to the public rulings 

can be downloaded from the IRB’s website 

at www.hasil.gov.my under the heading 

“Law and Regulations – Public Rulings”.

News
n Compound on Non-Filing of Form E

Employers who have received Form E 

are required to complete and submit the 

Form E within the stipulated deadline even 

though the companies are dormant/have 

no employee. As a concession, compound 

MALAY$IAN TAX
The tax updates are summarised from the Institute’s 
circulars related to tax matters and the selected Gov-
ernment Gazettes published from 1 January 2009 to 4 
March 2009.

on companies which are dormant or under 

liquidation and have yet to be resolved will 

be withdrawn provided that the employers 

furnish to the IRB a written confirmation 

signed by the director/sole proprietor or 

relevant supporting documents that the 

companies are dormant or under liquida-

tion. 

Please note that the employers should 

notify the IRB if their companies are no 

longer active or under liquidation so that 

the IRB could update their records.

n Implementation of E-Stamping
Please be informed that the use of stamp 

certificate and computer generated receipt 

which are only for the transfer of property, 

is effective from 16 February 2009.

Please note that the verification of the 

originality of the stamp certificate and 

computer generated receipt can be done at 

the IRB’s website at http://pinharta.hasil.
gov.my by using the ‘Adjudication Number’ 
and ‘Stamp Certificate/Receipt Number’. 

Should you have any enquiries on the 

above matter, please contact 03-6209 1000 

ext 33763.

n New Design of Revenue Stamp for the 
Purpose of Stamp Duty Payment
The new design of the revenue stamp 

(Setem Hasil) has come into effect since 1 

February 2009. In this regard, please note 

that the usage of the old design of the rev-

enue stamp will be ended on 31 July 2009.

n PDF Format of Tax Return Forms
Tax agents are disallowed to file their 

clients’ tax return forms in PDF format 

for year of assessment 2008. In view of the 

above, the IRB strongly encourages all the 

tax agents to file their clients’ tax return 

forms via e-Filing or by using the original 

forms.
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Notwithstanding the above, the PDF formats of the tax return 

forms are still available on the IRB’s website at www.hasil.gov.my 

for taxpayers who do not receive the forms and have difficulty to 

contact or visit the IRB offices personally to collect the original 

income tax return forms.

n 2009 Schedule of Monthly Tax Deductions
A new Schedular Tax Deductions (STD) and its Explanatory 

Notes are available on the IRB’s website at www.hasil.gov.my.

n Filing Programme for Year 2009
The filing programme for year 2009 is available on the IRB’s 

website at www.hasil.gov.my. Some of the key areas highlighted in 

the filing programme are:

a. E-Filing system for tax return forms BE, B, M, P and E.

b. Extension of time for submission of Forms C and R and tax 

payment.

c. Form E for year 2008.

d. Extension of time for payment of Schedular Tax Deductions 

(STD) and estimated tax payable.

e. Restriction on the usage of PDF tax return forms.

f.  Requirements of claiming refund under Section 110 of the In-

come Tax Act 1967/ Section 51 of the Finance Act 2007.

n Submission Deadline for 2008 Income Tax Return Forms
The submission deadline for 2008 income tax return forms can 

be downloaded from the IRB’s website at www.hasil.gov.my.

n Guideline on Submission of Tax Return Forms for Year of 
Assessment 2008 for Tax Refund Cases
The IRB has issued a guideline on submission of income tax re-

turn forms for year of assessment 2008 for tax repayment (Section 

110) and tax overpaid cases to the Processing Centre at Pandan 

Indah. To expedite the tax refunds, taxpayers are required to ad-

here to the following guidelines:

 Tax return forms 
 delivered  Guidelines

1. By normal mail, ‘Poslaju’  Make sure that the relevant

 and registered mail “Tax Status” box (at the back  

  of the envelope) is marked.

2.  By courier, ‘Poslaju’ and  a. Separate and list down the

 registered mail tax repayment (Section 110)  

  and tax overpaid cases;

  b. Use different envelopes and  

  mark the “Tax Status”   

  accordingly before sending  

  them to the Processing Centre.

3. By hand to counters  Tax return forms sent without

 by tax agents/despatch  envelopes are required to be  

  segregated to tax repayment  

  (Section 110) and tax overpaid  

  cases and mark the “Tax Status” 

  respectively on each batch.

Please note that all the tax repayment (Section 110) and tax over-

paid cases are required to be submitted to:

Kaunter Khas No. 16, Tingkat 12
Pusat Pemprosesan Pandan Indah

n Form C.P. 8A-Pin.2008 (Form EA)
Please be informed that allowances, perquisites, gifts and ben-

efits which are tax exempted and required to be declared under 

Part G of the Form EA include benefits-in-kind which are ex-

empted from tax prior to the 2009 budget announcement. In this 

regard, please refer to the Note to Part G of the Form EA.

Please note that employers who have difficulties in preparing 

the Form EA based on the new format (Form C.P. 8A – Pin. 2008) 

are allowed to use the old format of Form EA (Form C.P. 8A – Pin. 

2005) for remuneration of the year 2008 only. 

Government Gazettes
n Approved Institutions or Organisations under Subsection 44(6) 

of the Income Tax Act 1967 [Federal Gazette Notification]
With effect from 15 January 2009, the “Humanitarian Fund for 

Children of Gaza/Children of Gaza (LHDN.01/35/42/51/179-

6.6568)” has been approved as the approved institutions or or-

ganisations for the purposes of subsection 44(6) of the Income 

Tax Act 1967.

n Income Tax (Returns By Employers) Order 2009 [P.U. (A) 
5/2009]
This Order has been issued to ensure that every employer pre-

pare, complete and deliver the Form E to the Director General 

by furnishing the following information for the year ended 31 De-

cember 2008:

a. number of employees;

b. number of employees subject to deductions under the Schedu-

lar Tax Deduction Scheme (STD);

c. number of new employees;

d. number of employees who have resigned; and

e. number of employees who have resigned and left Malaysia.

Every employer shall prepare and deliver to the employee on or 

before 30 March 2009, a salary statement in Form CP 8A or 8C, as 

the case may be, containing the following information:

a. employees’ particulars;

b. employment income, benefits and place of residence;

c. pension and others;

d. total deductions under the Schedular Tax Deduction Scheme 

(STD) paid to the IRB in year 2008;

e. employees’ compulsory contributions made to the Pension 

Fund or Employees Provident Fund or approved fund;

f. details regarding the payment of arrears and others for prior 

years (before the year 2008); and

g. tax exempt allowances, perquisites, gifts and benefits for the 

year ended 31 December 2008.

This Order was made on 2 January 2009

Tax Updates
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n Stamp Duty (Remission) (No. 2) (Revocation) Order 2009 
[P.U. (A) 12/2009]
This Order which revokes the Stamp Duty (Remission) (No. 2) 

Order 2006 [P.U. (A) 148/2006] was made on 5 January 2009.

n Promotion of Investments Act 1986 — Corrigendum [P.U. (B) 
46/2009]
In the Promotion of Investment Act 1986 [Act 327] reprinted in 

the year 2006 and incorporating all amendments up to 1 January 

2006, in the English language text, in section 4B, substitute for the 

words “and 26E” is words “,26E and 26G”.

n Double Taxation Agreement (DTA)
The DTA signed by Malaysia with Qatar [P.U. (A) 405/2008] has 

entered into force. The DTA is effective from year of assessment 

beginning on or after 1 January 2010 for income tax/withholding 

tax; while in respect of petroleum tax, it will be effective from year 

of assessment beginning on or after 1 January 2011.

MINISTRY OF FINANCE (MOF)

Guidelines
n Guideline on the Application for Import Duty and Sales Tax 

Exemptions on Equipment Used to Generate Energy from Re-
newable Sources
The MOF had recently issued a guideline on the application for 

import duty and sales tax exemptions on equipment used to gen-

erate energy from renewable sources. In order to widen the usage 

of energy from renewable sources, the following tax incentives 

have been granted:

i.  import duty and sales tax exemptions are given to importers 

of solar photovoltaic system equipment including photovoltaic 

service providers approved by the Energy Commission; and

ii. sales tax exemption on the purchase of solar heating system 

equipment from local manufacturers.

n Guideline on the Application for Import Duty and Sales Tax 
Exemptions on Equipment Used for the Energy Efficiency 
(EE) Activities
The MOF had recently issued a guideline on the application for 

import duty and sales tax exemptions on equipment used for the 

energy efficiency activities. As a measure to widen the usage of 

EE equipment, the following tax incentives have been granted:

i.  exemption of import duty and sales tax be given on EE equip-

ment such as high efficiency motors and insulation materials 

to importers including authorised agents approved by the En-

ergy Commission; and

ii.  sales tax exemption be given on the purchase of locally manu-

factured EE consumer goods such as refrigerator, air condi-

tioner, lightings, fan and television.

The above guidelines can be downloaded from the MOF’s web-

site at www.treasury.gov.my under the heading “Taxation – Exemp-
tions Guidelines – Guidelines”.      

Please be informed that the application form (PC Services 2007) 

is available at www.mida.gov.my. The duly completed application 

form is required to be submitted to the following address:

Ketua Pengarah
Lembaga Kemajuan Industri Malaysia
Blok 4, Plaza Sentral, Jalan Sentral 5

Kuala Lumpur Sentral, 50470 Kuala Lumpur
(u.p: Bahagian Industri Perkhidmatan dan Perniagaan)

Tel : 03-2267 3633/03-2274 3633
Fax: 03-2274 7970 

email: mida@mida.gov.my

ROYAL MALAYSIAN CUSTOMS (RMC)

Government Gazettes
n Customs (Amendment) Regulations 2009 [P.U. (A) 71/2009]

The subregulation 3(5) in provisio (iv) of the Customs Regula-

tions 1977 [P.U. (A) 162/1977], is amended by substituting the 

words “7.00 p.m.” with the words “10.00 p.m.”

The Regulation came into operation on 19 February 2009.

n Customs (Amendment) Regulations (No. 2) 2009 [P.U. (A) 
84/2009]
The Regulations amend the First Schedule in Part I of the Cus-

toms Regulations 1977 [P.U. (A) 162/1977] under the subheading 

“STATES OF MALAYA” in relation to Customs Port “Pelabuhan 

Kemaman” by substituting all the particulars relating to the Port 

appearing under columns “Description of Goods” and “Legal 

Landing Place” with the following particulars:

Description of Goods Legal Landing Place

(a) All goods (a) The wharf of the Kemaman 

   Port Authority located on 

   the reclaimed land at 

   Lot PT 3180

(b) Machinery and plant  (b) The area known as the

 equipment, steel slabs,   West Wharf situated at Lot 

 steel plates, iron ores,   PT 3410, Mukim of

 coke, scrap iron,   Telok Kalong in the

 petroleum crude,   District of Kemaman

 petroleum products,   operated by Sukma

 petroleum industries   Samudra Sdn. Bhd.

 equipment and such other 

 raw materials or products 

 as may be approved by 

 the Director General 

This Regulation came into effect on 26 February 2009.

n Sales Tax (Rates of Tax No. 2) (Amendment) Order 2009
The rates of tax under column (3) of the subheadings 2710.19 

310 (high speed diesel fuel) and 2710.19 390 (other diesel fuel) in 

the Third Schedule of the Sales Tax (Rates of Tax No. 2) Order 

2008 [P.U. (A) 93/2008] were amended by substituting the words 

“RM0.1964 per litre” with the words “RM0.40 per litre”.

This Order is deemed to have come into operation on 1 Febru-

ary 2009.

Tax Updates
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MIA PROFESSIONAL DEVELOPMENT CENTRE (MPDC) 

Upcoming MPDC Events
“Financing Your Business”
For a business to really grow it needs exter-

nal funding. Business, fixed assets can be 

acquired for cash, but only if you have the 

cash to spare. If you don’t, you may need the 

assistance of banks or credit companies. 

Are banks the only source of financing? 

Which financial institution can help you ac-

quire your fixed assets? What credit facili-

ties are suitable for you? 

MPDC’s two-day course on ‘Financing 

Your Business (What the Bankers Look 

For & Putting It in Writing)’ on 4 & 5 May 

2009 at Hilton Petaling Jaya will help you 

find all the answers to your questions.

For registrations, contact Watie at 03-
2279 9359

“Financial Modelling for 
Corporate Reporting”
Are you an Accountant who thinks “Out of 

the Box”? Are you able to create moveable 

charts? Are you able to create an impact-

ful chart that speaks for itself? Are you fa-

miliar with the various charts in Excel and 

how to use it to present effectively?

MPDC’s two-day course on ‘Financial 

Modelling for Corporate Reporting’ on 11 

& 12 May 2009 at Training Choice Kuala 

Lumpur aims to enable you to leverage on 

various charts in Excel to express your 

ideas, combining line and bar charts in 

preparing your monthly management re-

ports as well as creating powerful, move-

able charts to help you analyse your work. 

What makes Excel unique is when you are 

able to creatively integrate the Excel func-

tions.

For registration, contact Watie at 03-
2279 9359.

“The Basics of Deferred 
Taxation”
The Malaysian Accounting Standards Board 

has issued FRS 112, Income Taxes and is ef-

fective for financial statements covering pe-

riods beginning on or after 1 July 2002. The 

standards prescribed in FRS 112 are based 

on the standards of IAS 12 (revised), Income 

M P D C

Taxes, which focuses on temporary differ-

ences between carrying amounts of assets 

and liabilities in the balance sheet and their 

corresponding tax bases. 

MPDC’s one day course on ‘Fundamen-

tal Principles of Deferred Taxation’ on 11 

May 2009 at Traders Hotel Penang will 

enable participants to understand the prin-

ciples and grasp the techniques of comput-

ing deferred taxation in practice. Addition-

ally, the course aims to update participants 

on the new approach to tax effect account-

ing as required in FRS 112, Income Taxes. 

It is also designed for beginners and those 

who want a working knowledge on the fun-

damental principles of deferred taxation.

For registration, contact Sylvia at 04-261 
3320. 

“Effective Cash Flow 
Management Techniques 
and Strategies”
Cash Flow is essential and critical for the 

financial stability and survival of any cor-

poration. Most times, many long estab-

lished corporations collapse not because 

of non-profitability but lack of the critically 

needed cash flow to meet the various obli-

gations such as loan repayments and cred-

AT

“Financial Modelling for

itors’ payments. In addition, there were 

numerous cases of mismanagement of 

cash flow by management in corporations 

having large surpluses of cash that eventu-

ally lead them to disaster and downfall in 

business. In fact, such fatal consequences 

could have been avoided if the manage-

ment understood the appropriate ways of 

effective cash flow management.

MPDC’s two-day course on ‘Overcom-

ing the Economic Turbulence through 

Effective Cash Flow Management Tech-

niques & Strategies’ on 13 & 14 May 2009 

at Grand Margherita Kuching and 18 & 19 

May 2009 at Mutiara Hotel Johor Bahru 

will get participants to understand and 

recognise the impact of cash flow on the 

survival of business, preparing a realistic 

cash flow budget and innovative methods 

of debtors collection.

For registration, contact:
n  Aileen Wee at 082-418 427 (Kuching)
n  Farah/Shanti at 07-227 0369 (Johor 

Bahru)

“Learn the Basics of 
Finance — Conveniently 
and Efficiently” 
Every business professional needs a basic 

working knowledge of finance in order to be 

effective in his or her professional and per-

sonal life. The non-financial professionals 

are individuals who do not regularly work 

with accounting and finance concepts. Such 

individuals may be experts in their own dis-

cipline yet can be easily baffled by financial 

jargon and basic financial reports.

MPDC’s two-day workshop on ‘Financial 

Essentials for Non-Financial Professionals’ 

on 18 & 19 May 2009 at Crystal Crown Pe-

taling Jaya and 20 & 21 May 2009 at Grand 

Paragon Hotel Johor Bahru will provide 

you with a solid working knowledge of ac-

counting and financial reporting. By learn-

ing the language of finance, you will learn 

how to read and analyse financial state-

ments and communicate effectively within 

your organisation on financial matters, 

adding your career value and enhancing 

profit to the organisation. 

For registration, contact:
n  Aileen Wee at 082-418 427 (Kuching)
n  Farah/Shanti at 07- 227 0369 (Johor 

Bahru)
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B E T T E R  L I F E

D
o you know that 1 out of 7 men 

will have a heart attack or dis-

abling cardiovascular disease 

before the age of 60? Do you 

know that cardiovascular disease kills 1 

in 3 women? Do you know that 20-25% of 

death in government hospitals is due to 

cardiovascular disease? Many statistics es-

timate that there will be more Malaysians 

dying of cardiovascular disease and arte-

riosclerosis in future.

The heart is one of the strongest muscles 

in the body. It has to keep blood pumping 

every second of your life. It is essential that 

your heart, veins and arteries remain in 

good condition. When arteries supplying 

the heart are affected, the result is coronary 

heart disease. There are a number of things 

you can do to help reduce your risk of cardi-

ovascular disease, though some factors like 

age cannot be changed. Other risk factors 

include high blood cholesterol, smoking, 

lack of exercise, obesity and stress.

Stress is inevitable and it can happen 

anytime or anywhere. In order to keep up 

with the demands of the modern world, you 

might need to deal everyday with a tremen-

dous volume of obligations and pressures. 

As an accountant, you hold a heavy respon-

sibility in ensuring efficient and effective 

operation of the economy and decision-

making in your company. You need to deal 

with tons of work such as daily accounting, 

budget review, and being involved in ad-

hoc financial projects and studies, business 

project feasibilities and risk analysis, tax 

planning and many more. Your stress level 

is elevated especially during the “busy sea-

son” in June and December to cope with 

year-end accounting and auditing.

Stress can induce triggers that lead to ves-

sel blockage and increase the risk of heart 

disease. Persistent severe stress makes 

you 2.5 times more likely to have a heart 

attack compared with someone who is not 

stressed. Heart disease is due to atheroscle-

rosis, or hardening of the arteries. It is a con-

dition where a slow progressive build-up of 

cholesterol plaque occurs in the arteries of 

the heart. Eventually, when you are under 

stress, suffering depression or coping with 

an ‘angry’ personality, your body system will 

induce the biological function to accelerate 

the plaque deposit. The excessive plaques 

in your blood vessel restrict blood flow and 

prevent oxygen-rich blood reaching your 

Beware of the Worldwide Silent Killer
Cardiovascular Disease

“Cardiovascular disease has remained the no.1 killer in Malaysia for 27 years,” 
says Datuk Dr. Khoo Kah Lin, Director of the Heart Foundation of Malaysia.

body organs. When the plaque blocks the 

blood flow to your heart muscle, you will suf-

fer from chest pains and a heart attack. 

High levels of stress may also contribute 

to other risk factors. For example, stress 

might lead you to unhealthy behaviour such 

as ignoring the need for exercise, overeat-

ing, smoking and consumption of alcohol. 

All these unhealthy habits may cause hy-

pertension, high blood cholesterol, obesity, 

diabetes and other diseases, leading to the 

development of cardiovascular disease.

Cardiovascular disease is undetectable 

and it can sneak up on you completely un-

announced as it shows no obvious sign and 

symptoms unlike cough or flu. Often, many 

people do not realise they have cardiovascu-

lar disease until they encounter chest pains, 

a heart attack, or a stroke. By then, their 

heart damage is already quite advanced 

and serious. This may be due to the lack of 

awareness regarding their cholesterol lev-

els and the ways to protect their heart. 

NATURAL REMEDIES FOR YOUR 
PRECIOUS HEART 

Fish Oil Numerous research studies have 

demonstrated how omega-3 fatty acids, 

whether from oily fish or fish oil can ben-

efit the cardiovascular system. Two major 

Cholesterol is a soft, waxy substance found in your bloodstream and body’s cells. There 

are 2 main types of cholesterol: “good” cholesterol, known as High Density Lipopro-

tein (HDL), functions to promote cardiovascular health and “bad” cholesterol, known 

as Low Density Lipoprotein (LDL), is the culprit that clogs your arteries. Therefore you 

must aim to keep your HDL as high as possible and LDL as low as possible.

Is Your Heart Healthy? Check It Out!  
   Ideal  Borderline High Risk
Total Cholesterol < 5.2 mmol/l 5.2-6.1 mmol/l ≥ 6.2 mmol/l

LDL Cholesterol < 2.6 mmol/l 2.6-4.1 mmol/l ≥ 4.1 mmol/l

HDL Cholesterol > 1.6 mmol/l -  Men: < 1.03 mmol/l

       Women: <1.3 mmol/l

Triglycerides  < 1.7 mmol/l 1.7-2.3 mmol/l > 2.3 mmol/l



omega-3 fatty acids that have been correlated with cardiovas-

cular benefits are docosahexaenoic acid (DHA) and eicosap-

entaenoic acid (EPA). However, the human body does not 

have the mechanism to synthesise omega-3 fatty acids. The 

only way to obtain this essential fatty acid is from your diet 

or supplements. You may wonder how much fish oil should 

you incorporate into your daily diet. Professionals recom-

mend that people with known coronary artery disease should 

consume about 1000mg per day, while people without disease 

should consume at least 500mg per day.

Policosanol Policosanol is a natural compound derived from 

sugar cane. It has been proven to be effective in reducing el-

evated blood cholesterol and lowering LDL cholesterol safely, 

without any side effects. A study conducted by the National 

Center for Scientific Research, Cuba, showed that consump-

tion of policosanol 10mg a day for 12 weeks significantly re-

duced the LDL level by 24.4 per cent, total cholesterol by 16.2 

per cent, while increasing the HDL level by 29.1 per cent. Poli-

cosanol has been proven to safely lower LDL cholesterol even 

more effectively than some dangerous statin drugs. 

Coenzyme Q10 The human heart is the most hardworking or-

gan as it beats 70 times a minute, 100,000 times a day, and pumps 

the equivalent of 9,000-18,000 liters of blood per day through 

100,000km of blood vessels. With each beat, your blood travels 

from top to toe and nourishes trillions of cells within your body. 

Your heart is a fundamental and central organ. It works con-

tinuously all day and night, unlike other muscles which we can 

choose to use or exercise. The demands upon the hearts’ ener-

gy are indeed great. Hence some research supports the suppo-

sition that heart disease may be related to insufficient CoQ-10. 

Your body requires CoQ10 to boost energy, inhibit blood clot 

formation, lower blood sugar, slow down tumour growth and 

enhance the immune system. It is also a powerful antioxidant 

which protects the body from free radical damage. 

You should always bear in mind that prevention is better than 

cure. Therefore you should take evasive action to care for your 

heart health before it is too late. Engage yourself in enjoyable 

physical activities to help proper blood circulation, maintain a 

healthy weight, select a well-balanced diet, keep up a healthy life-

style, learn to manage stress and get regular health screening. 

This can keep you healthy and free from cardiovascular disease.
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MIA members are entitled to a 10% discount, kindly e-mail your details to promotion@mia.org.my

A Comprehensive Guide to Malaysian Taxation 
Under Self-Assessment System, 4th Edition

    

ISBN: 978-983-3850-56-3

List Price: RM116.90

Publication Date: March 2009

Pages: 1032    

A 
Comprehensive Guide to Malaysian Taxation, 4th Edition is an all-inclusive book 

covering every aspect of taxation, both direct and indirect taxation. It provides an 

in-depth analysis of the legal, technical and administrative aspects of the Malaysian 

tax system. It covers all the latest amendments including those arising from the Budget 2009. 

This book will prove invaluable for income tax practitioners, accountants, businessmen, busi-

ness consultants and corporate managers. Accounting and law students sitting for the various 

university and professional examinations in Malaysian Taxation will find this book useful for 

its worked examples, questions and answers and clear exposition of the applicable law, thus 

giving a firm grasp of the law and its practice. The law is stated as at 1 January 2009. AT

The Essential Guide to Per-
sonal Income Tax in Malaysia 
2009 Edition

ISBN: 978-983-3850-60-0  

List Price: RM34.90  

Publication Date: March 2009  

Pages: 264   

T
he Essential Guide to Personal In-

come Tax in Malaysia, 2009 Edition 

is written to suit the need of the aver-

age Malaysian individual taxpayer. It is also 

suitable for undergraduates who are being introduced to Malaysian 

Income Tax for the first time. Tables, diagrams and real-life exam-

ples are used to reinforce the application of key principles. 

About the Authors
Adam Malik Farouk is a chartered accountant with extensive re-

search cum lecturing and senior managerial corporate experience. 

Presently, he is a director in an audit firm. Prior to joining the firm, 

he was a lecturer at Multimedia University in Cyberjaya, specialising 

in taxation. His last two corporate positions before entering academia 

were Group Financial Controller of a food manufacturing group of com-

panies and Corporate Planning Head for a port operator. He also sits on 

the board of a tax consultancy company. His other work interests are 

training and advising on debt management, IFRS standards (especially 

consolidation related standards) and investment appraisal.   

Hassan Md. Ali is the tax director of a management consultancy 

firm specialising in taxation. He also lectures on taxation for the Ma-

laysian Institute of Taxation and other train-

ing providers. His tax experience is second 

to none, having served the Inland Revenue 

Board for the greater part of his working life 

in numerous senior capacities, the last being 

Head of Audit Division at a Branch. After re-

tirement, he began his private practice, devot-

ing himself to investigation, tax audit and rep-

resenting clients at The Special Commissions 

of Income Tax hearings, apart from the usual 

tax compliance issues.   

Humayun Begum Ibrahim is the Managing 

Director of a tax advisory company. She is also 

the Chief Operating Officer of a leading project 

management company. In addition, Humayun 

sits on the board of directors of several pri-

vate limited companies. Prior to taking up her 

present posts, she was the Financial Controller 

of a government-owned company.   

Ummu Kolsome Farouk is a lecturer in law at Multimedia Uni-

versity. Her areas of interest are indirect taxation and the Islamic 

taxation system. She has co-written a paper on research and de-

velopment tax incentives which was published in MIA’s Account-
ant’s Today. She has also presented a paper on characteristics of 

successful career women at an international conference. Prior to 

entering academia, she was a partner in a legal practice.  

Hari Ramulu Munusamy is a Fellow of the Association of Chartered 

Certified Accountants, a Chartered Accountant of the Malaysian Insti-

tute of Accountants, an Associate of the Malaysian Institute of Taxation, 

an Associate of The Institute of Internal Auditors, and an Associate of 

the Association of Certified Fraud Examiners, with 33 years of expo-

sure to accounting, auditing, investigations and taxation. Currently he 

is a lecturer with Multimedia University, Cyberjaya, and a trainer cum 

facilitator for public seminars and in-house training. AT
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I N S T I T U T E  N E W S

PENANG BRANCH NEWS

Promoting Tax Compliance

MIA Penang Branch with the cooperation of the 

Inland Revenue Board (IRB) organised a seminar 

titled New 2009 Schedular Tax Deduction and Up-
date on E-filing on 19 February 2009 at the Traders 

Hotel.

Invited guest speaker, Yong Mei Sim, the Princi-

pal Assistant Director of the Inland Revenue Board 

in Bukit Mertajam provided a very informative and 

useful insight on the amendments to the Schedular 

Tax Deduction (STD/PCB) as well as clarification 

on the important employment issues faced by Fi-

nance/HR personnel. She also briefed the partici-

pants on the developments for filing of tax returns 

and on e-filing. IRB officer John Yeap Ching Hooi 

and Yong facilitated an interactive session on the 

e-STD. 

The seminar attracted some 200 participants 

comprising tax practitioners, accountants in indus-

try and HR professionals. Also present were IRB 

Penang State Director Abd. Aziz Hashim, MIA Pen-

ang Branch Chairman Ooi Kok Seng and Taxation 

Working Group Chairman Tan Tcheow Woei.

Due to the overwhelming response and good 

feedback, another seminar was held on 26 March 

2009 at the Traders Hotel. The concession to use 

the old 2004 STD sched-

ule expired on 31 March 

2009.

The MIA Penang 

Branch in collaboration 

with the IRB is also or-

ganising the IRB-MIA 

Taxpayers Awareness 

Day as part of com-

munity service on 13 

April 2009 at the PSDC, 

Bayan Lepas to help the 

taxpayers e-file their 

income tax return forms. Last year, the event was 

held at the branch office in Georgetown. For fur-

ther information, please contact Sylvia or Say Ling 

at 04-261 3320 or email miapng@mia.org.my

Q&A session (L-R)Ooi Kok 
Seng, Yong Mei Sim, John 
Yeap Ching Hooi and Tan 

Tcheow Woei

AT
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WCOA 2010

The WCOA 2010 Organising Committee has ini-

tiated several strategic promotional initiatives with 

governmental bodies, foreign missions and trade de-

velopment agencies to create better understanding, 

awareness and appreciation about the Congress.

On February 12 2009, the Malaysian Institute of 

Accountants (MIA) President Nik Mohd. Hasyu-

deen Yusoff, MIA’s Chief Executive Officer, Rosli 

Abdullah and WCOA 2010 Marketing Manager, 

Mazni Ahmad Norilah met with delegates from the 

European Union to present details about WCOA 

2010. The delegation was in town for the EU Trade 

Commissioners periodical meeting and consisted 

representatives from 15 EU countries. They were 

Austria, Belgium, Czech Republic, Finland, France, 

Germany, Hungary, Italy, Netherlands, Poland, Ro-

mania, Slovakia, Spain, Sweden and United King-

dom. The meeting was held at the EU Trade Com-

missioner’s Office at Menara Tan & Tan, Kuala 

Lumpur. 

These sessions are meant to enable the organis-

ing committee to market the WCOA 2010 and to 

seek their assistance in attracting the interest of po-

tential participants, supporters as well as to connect 

with European countries.

Recognising the importance of WCOA 2010 and 

the need for connecting with various parties with in-

terest in the financial services sector and academia, 

Head of Commercial for the Czech Republic, Milan 

Vagner offered to help with European countries in 

order to enable MIA to meet its goals of organising 

WCOA 2010.

The WCOA 2010 in Kuala Lumpur is expected to 

attract more than 6,000 delegates from 158 mem-

bers and associates of IFAC in about 122 countries, 

representing more than 2.5 million accountants em-

ployed in public practice, industry and commerce, 

government and academia. AT

XVIII 
World Congress
of Accountants

Kuala Lumpur 2010

These sessions are 
meant to enable the 
organising committee 
to market the WCOA 
2010 and to seek 
their assistance 
in attracting the 
interest of potential 
participants, 
supporters as well 
as to connect with 
European countries.
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SABAH BRANCH NEWS  Career Talk in Universiti Malaysia Sabah
Universiti Malaysia Sabah (UMS) organised an Account-

ancy Career talk to the undergraduates pursuing Bach-

elor of Accounting (Hons) in UMS on 19 February 2009. 

Jainurin Justine, Lecturer and the Head of Accounting 

Programme took the initiative to gather all the first to 

third year undergraduates to attend the talk which was 

conducted at the Library Auditorium, UMS. 

MIA, ACCA and Sunway College were invited to 

give talks and guidance to 180 students. MIA Sabah 

Branch Manager Catherine Linggian, talked about the 

Institute and the path to be an accountant while Donny 

Lau from ACCA and Johnny Kon from Sunway College 

talked about the entry requirements for both their or-

ganisations.

SARAWAK BRANCH NEWS

“Accountancy As a Profession” Forum at 
Universiti Teknologi Mara (UiTM)
The Malaysian Institute of Accountants (MIA) Sarawak Branch was recently 

invited to participate in the Accountancy As a Profession forum organised by the 

Accounting Faculty of UiTM.

Approximately 80 final year students and lecturers from the Diploma in Ac-

countancy programme attended the forum, which was held mainly to provide 

necessary information on the available pathways to becoming a qualified ac-

countant in Malaysia, as well as its career prospects.

Committee Members of MIA Sarawak Branch, Haji Wan Idris Wan Ibrahim 

(Vice-Chairman) and Kenny Chong (Secretary), delivered their respective 

presentations and also shared personal experiences in their current capacities 

as accountants in public practice. In addition, the students were privy to some 

insight and tips on qualities employers look for in prospective job applicants.

In her closing speech, Susana Narawi, Head of Programme, UiTM, stressed 

that students need to be equipped with both the appropriate knowledge and 

right attitude in order for them to be successful in their journey to becoming a 

qualified accountant.

The final year students from the Diploma in Accountancy 
programme

Q & A session — from left: Haji Wan Idris Wan Ibrahim, 
Kenny Chong and Susana Narawi AT

Institute News

UMS undergraduates and lecturers with the speakers
AT

SABAH BRANCH NEWS

Career Talk in 
Universiti Teknologi Mara
Universiti Teknologi Mara, Sabah Campus organised 

an Academic Fair for students pursuing the Diploma 

in Accountancy on 12 February 2009. MIA was invited 

to give a career talk to the 200 students and parents.  

The Campus Director Dr. Warron Haji Kabul, lec-

turers and students of UiTM welcomed the speak-

ers from ACCA, CIMA & MIA. MIA Sabah Branch 

Manager Catherine Linggian gave a presentation on 

the path to be an accountant to the students and par-

ents. ACCA was represented by Donny Lau while 

CIMA by Doreen Tan. After the career talk, the stu-

dents and parents visited the ACCA, CIMA & MIA 

booths set up for further enquiries. Students left the 

fair with a smile and a souvenir.

Students and lecturers with the MIA, ACCA & CIMA speakers

 MIA, ACCA & CIMA speakers with the organisers of the Academic Fair AT

SSA
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News from Professional Bodies  C O L U M N S

Association of Chartered Certified Accountants 

Tay Kay Luan, ACCA 
Director ASEAN & 

Australasia

ACCA Support IFAC Guide on 
Accounting Technicians
The new practice guide, The Education, Training 
and Development of Accounting Technicians, pub-

lished by the International Federation of Account-

ants’ (IFAC) recently is part of its efforts to develop 

the accountancy profession worldwide.

The guide promotes the importance of having 

accounting technician level in both developed and 

developing economies so that individuals have 

access to education and training. The guide also 

encourages professional accountancy organisa-

tions to support the development of accounting 

technicians by offering technician programmes 

that lead to certification and membership in the 

organisation. 

Tay Kay Luan, ACCA Director ASEAN & Austral-

asia, commented, “ACCA applaud IFAC’s initiative 

to publish the guide to encourage the development 

and training at accounting technician level.  Cur-

rently there is a huge demand for accounting tech-

nicians to do processing, recording and preparing 

financial accounts and we believe that providing the 

AT

Chartered Institute of Management Accountants 

Is ethics the first casualty of 
the downturn?
That was the topic of the debate organised by 

CIMA Malaysia and the Malaysian Institute of In-

tegrity (IIM) on 4 March 2009 at the IIM premises 

in Kuala Lumpur. Speaking for the theme were 

Glynn Lowth, CIMA President and Hashim Mo-

hammed, Group Chief Internal Auditor, TM Ber-

had. The opposing team comprised Chandra Mo-

han Balasubramaniam FCMA, Divisional President 

of CIMA Malaysia and Rita Benoy Bushon, Chief 

Executive Officer of the Minority Shareholder 

Watchdog Group. About 160 people from the in-

dustry, academia and professional bodies attended 

the debate.

Lowth said, ‘Ethics is the first casualty in an eco-

nomic downturn as companies will try to cut cor-

ners in order to make profits. However, there was 

evidence to suggest that companies would be more 

profitable if they conducted their businesses in an 

ethical manner. We have done some work with the 

Institute of Ethics (UK) and looked at companies 

that subscribe to ethical policies and found that 

they make more profit than companies that seem 

not to.’

Citing scandal-hit Satyam Computer Services Ltd 

of India, Chandra Mohan said confidence in a com-

pany would be hampered if it was not seen to be 

performing in an ethical manner. Rita Benoy Bus-

hon pointed out that the element of ethics must be a 

top-down initiative for it to be effective i.e. it must be 

led by the top management team while Hashim said 

that companies should consider remunerating their 

CEOs for ensuring good ethics just as how they are 

remunerated for good profits.

certification and development allow opportunity to 

grow more accountants as well as qualified talent to 

support industry demand”. 

“When ACCA introduced our own accounting 

technician qualification, 

the Certified Account-

ing Technician (CAT) in 

1997, we had the same 

rationale — to encour-

age more people of abil-

ity around the world, be 

it developing or emerg-

ing economies, to take 

up a career in account-

ing and finance.  Our 

CAT qualification can 

be obtained as a stand-

alone qualification, and 

it often becomes the 

foundation of the professional qualification towards 

becoming a professional accountant through the 

ACCA Professional Scheme, as recommended by 

IFAC in this Guide.”

The guide can be downloaded free-of-charge from the 
IFAC online bookstore www.ifac.org/store

AT

“Ethics is the first 
casualty in an eco-
nomic downturn as 
companies will try to 
cut corners in order 
to make profits.”

Glynn Lowth
CIMA President
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News from Professional Bodies

CPA Australia 

CPA Australia elects new 
President
Professor Richard Petty has been elected as the new 

President of accounting body CPA Australia. Profes-

sor Petty, who is based in Hong Kong, is Professor 

(Accounting and Finance) and Associate Dean at 

the Macquarie Graduate School of Management as 

well as Chairman of an investment company. He will 

take up his additional responsibilities when he suc-

ceeds the incumbent Alex Malley.

He will be CPA Australia’s first President to be 

based internationally and, at 38, its youngest. He 

said he is looking forward to assume the role. “It’s 

a great honour to become President of a global ac-

counting organisation with a reputation for quality,” 

he said.  

Professor Petty said the current global economic 

climate highlighted the need for the accountancy 

profession to assume a leadership role.

“The business world is faced with serious chal-

lenges. The skills and perspective so characteristic 

of the accountancy profession will be integral to 

addressing those challenges,” he said. “I look for-

ward to engaging with business, government, our 

members, and the broader profession to highlight 

the value of what we do. I will also be active in the 

higher education sector to make clear the reward-

ing career prospects the profession brings.”

Professor Petty who serves on numerous com-

pany and charitable boards, is Chairman of the Best 

Annual Reporting Awards in Hong Kong, and has 

held many other academic and business roles. He 

paid tribute to the outgoing President Malley, whom 

he said had been a tireless, passionate and engaging 

advocate for the profession.

Malley congratulated Professor Petty on his ap-

pointment and said it signalled how international 

CPA Australia had become. “Richard is a truly pro-

digious talent who holds executive leadership roles 

in both business and academia. He embodies the 

scope and value of the accountancy profession and 

the opportunities it unlocks.”

Professor Petty said education, knowledge ex-

change and the broader benefits the accountancy pro-

fession could bring to communities would be among 

the issues he would focus on during his term.

Assisting Professor Petty in his role will be Dep-

uty Presidents Low Weng Keong from Singapore 

and John Cahill from Western Australia. Low Weng 

Keong is a consultant and company director who re-

cently retired from Ernst & Young, Singapore where 

he was a past country managing partner. John Cahill 

was formerly chief executive officer of listed compa-

ny Alinta Infrastructure Holdings (AIH) and spent 

over 25 years in the energy industry. AT

Professor Richard Petty

Golfers Gather for 
7th IMAG Golf Tournament

The 7th Inter Malaysian Ac-

counting Groups (IMAG) Golf 

Tournament was held on 7 

December 2008 at the Nilai 

Springs Golf & Country Club. 

Hosted this year by the Insti-

tute of Chartered Accountants 

in England and Wales (ICAEW) 

Malaysia City Group, players 

from ACCA, CIMA, ICAA, MIA, 

MICPA, CPA Australia and 

ICAEW and their guests came together in this annual 

tournament to vie for the Challenge Trophy.  

The Guest of Honour was YB Senator Tan Sri 

Datuk Amirsham Abdul Aziz, Minister in the Prime 

The Institute Of Chartered Accountants 

Bingley Sim, Deputy 
Chairman of ICAEW 
Malaysia City Group, 
handing over a cheque 
to Richard Lim of FON, 
witnessed by Datuk Ali 
Kadir and Zainal Abidin 
Musa

Group photograph

Minister’s Department. 

As part of ICAEW Malaysia City Group’s theme of 

2008, ‘Celebrating Malaysian Youth’, Galven Kendall 

Green, eight, Malaysia’s youngest champion golfer, 

was invited to play in the tournament, though he did 

not qualify for any prize.  

The Challenge Trophy was won yet again by 

ACCA while the individual champion was Ann Wan 

Tee, who walked away with a full set of TaylorMade 

Burner irons.  Other winners received TaylorMade 

Tour Burner drivers, a Persian carpet, golf balls and 

cash vouchers.

As no one won the hole-in-one prize on the day — 

a painting by Zainal Abidin Musa, “Dusk at North 

Port”, the painting was sold for RM14,000 and do-

nated by ICAEW Malaysia City Group to the Force 

of Nature (FON) “Bukit Antarabangsa Kitty”, a fund 

set up to help victims of the recent Bukit Antara-

bangsa landslide who need financial assistance. AT

IC
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“The business world 
is faced with serious 

challenges. The skills 
and perspective so 

characteristic of the 
accountancy profes-
sion will be integral 
to addressing those 

challenges.”
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ICAA-MICPA Memorandum of 
Understanding (MoU) — 
Sealing of a Synergistic Partnership 
in Professional Education
We have great pleasure to announce that a Memoran-

dum of Understanding (MoU) that will have signifi-

cant impact towards the development of professional 

education in Malaysia was signed by The Institute of 

Chartered Accountants in Australia (ICAA) and The 

Malaysian Institute of Certified Public Accountants 

(MICPA) on 24 February 2009 in Kuala Lumpur.

The MoU was signed by Mel Ashton FCA, Direc-

tor, representing ICAA and Datuk Nordin Baha-

ruddin, President, representing MICPA and was 

witnessed by YB Senator Tan Sri Datuk Amirsham 

Abdul Aziz, Minister in the Prime Minister’s Depart-

ment and Her Excellency, Penny Williams, Austral-

ian High Commissioner to Malaysia.

The MoU marks another significant milestone 

in MICPA’s continuous efforts to enlarge its global 

footprint and will seal a new era of professional ties 

for the Institute.  In a bid to establish a synergistic 

partnership in professional education and training to 

meet the challenges of globalisation, the MoU will 

provide for mutual advanced entry for students into 

both of the accountancy bodies’ professional exami-

nations.  The MoU has been reached on the basis of 

The Malaysian Institute of Certified Public Accountants 

sound educational review of each other’s syllabus.  

New entrants to the programme will be required 

to undertake common examinations and upon sat-

isfactory completion, students will be eligible to be 

admited as members of ICAA and MICPA.  The prin-

ciples of cooperation and collaboration embedded in 

the MoU provides for 

Recognition, Examina-

tion & Membership ar-

rangements between the 

two Institutes, amongst 

which are:

n Development of a Re-

vised Qualifying Pro-

gramme for MICPA 

that incorporates education modules of both 

ICAA and MICPA;

n Exchange of data, intelligence, education materi-

als and resource persons; and

n Once a student of MICPA completes the revised 

qualifying programme and other admission re-

quirements satisfactorily, the student will be eli-

gible for membership of both MICPA and ICAA.

The Revised Qualifying Programme will be 

launched in June 2009. At the same ceremony, 

Graham Meyer, Chief Executive Officer of ICAA, 

presented an FCA Honorary Membership Certifi-

cate to YB Senator Tan Sri Datuk Amirsham Abdul 

Aziz as a Fellow Member of ICAA. AT

News from Professional Bodies

Datuk Nordin (2nd from 
right) signing the MoU 
with Ashton (2nd from left) 
as HE Penny Williams and 
Tan Sri Datuk Amirsham 
look on.
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I N T E R N A T I O N A L  N E W S

AUSTRALIA: Can accounting watchdog 
resist the banks’ pressure?
The International Accounting Standards Board (IASB) is coming 

under pressure again, this time from the European banks, over 

the reclassification of embedded derivatives in so-called synthetic 

collateralised debt obligations (CDOs), the ultimate Ponzi scheme 

developed by that scheme generator otherwise known as the US 

financial system, reports The Age.

The Australian newspaper noted that downturns make account-

ing more political. And as we sink into a global recession — which, 

according to Nouriel Roubini, the economist who predicted this 

financial crisis, will run until at least 2012 — those political pres-

sures will build. In October last year, it said IASB was forced by 

the European Union to change the rules requiring banks to take 

the full hit from bad investments.

The reclassification was backdated to July 2008, just before the 

markets turned ballistic, a gift that let the banks cherry-pick which fi-

nancial instruments to reclassify and hide. As a result, Deutsche Bank 

reduced its write-downs and generated a surprise pre-tax paper profit.

The report said: “Synthetic CDOs are hypothetical portfolios — 
the issuer need not hold the portfolio and there need not be an actual 
portfolio of loans. Rather than being based on real loans, they are 
built around credit default swaps with banks.

“And therein lies the perversity, because investors are essentially plac-
ing bets on bets. The heat is on the IASB to change the rules — from 
European banks that don’t want them to know their risk exposure. They 
are demanding the IASB relax international accounting rules that 
force issuers to account for derivatives at fair value and be more like the 
American banks that, under their standards, can keep investors in the 
dark about how much those notional assets are worth.

“The IASB claims it will not back down on this issue. Since last 
year’s events, it established a monitoring group that has representa-
tives from the US Securities and Exchange Commission, Japan’s Fi-
nancial Services Agency, the International Organisation of Security 
Commissions and the European Commission. It was established in 
January and the IASB plans to call it in when it’s needed. A body 
without jurisdiction and without any real standing in international 
law, it can’t fight its own battles.”

But the IASB has already undermined its independence, the 

report went on. It said that IASB’s reputation has been badly dam-

aged, perhaps irreparably, citing former Securities and Exchange 

Commission Chief Accountant Lynn Turner telling a conference 

in New York in March 2009 that accounting rule makers should 

be condemned for allowing companies to move assets off their 

balance sheets and the IASB had not shown that it could develop 

standards without political interference.

“The IASB is particularly vulnerable, too, because it is depend-

ent on corporate funding, and it’s been running at a loss for sever-

al years. The 2007 annual report shows the standard setter draws 

heavily on contributions from entities such as Deutsche Bank, Cit-

igroup, Bank of America, Goldman Sachs, Merrill Lynch, Societe 

Generale and, in its day, Lehman Brothers. Until a new funding 

mechanism is developed, either with a levy on every listed com-

pany in the world or contributions from every stock exchange, it 

will remain in that position,” the newspaper report said.

CHINA: Western 
financial oversight 
system unfit for 
emerging economies 
China regards the financial 
oversight system in developed 
countries as unfit for emerging 
economies, Vice-Governor of 
China’s central bank said.  

Xinhua reported Hu Xiao-
lian from the People’s Bank of 
China, said it is necessary for 
the Financial Security Forum to 
develop a new assessment sys-
tem to fit the special conditions 
of emerging economies.

Hu made the remarks at a 
news briefing about Chinese 
President Hu Jintao’s attend-
ance at the G20 Summit held in 
London on April 2. Reform of the 
global financial oversight system 
was expected to be a highly con-
tended topic at the summit.

“Taking into consideration 
the special conditions of the 
markets and financial sectors in 
emerging economies, we think 
it is not suitable to directly apply 
or copy the practice of financial 
oversight in developed coun-
tries and mature economies to 
emerging economies,” Hu said.

Hu said a reformed global 
oversight system should put 
all stakeholders in the finan-
cial market, especially those 
major players with systematic 
influence, under supervision, 
it added. “It is necessary to pay 
attention to the universality of 
oversight rules so as to avoid 
regulatory arbitrage,” Hu said.

He called for financial institu-
tions to scale back reliance on 
ratings by outsiders and develop 
a capacity of interior rating. He 
also called for an adjustment 
to the application of account-
ing principles and development 
of new policy tools to ease the 
current crisis. Hu said China 
supports the development of 
universal principles or best prac-
tice guidance on the bankruptcy 
and clearance of multinational fi-
nancial institutions so as to give 

equal treatment to all investors.

INDIA: Volatility in 
forex rates affects 
corporate reporting 
The Confederation of Indian 
Industry (CII) has sought a re-
view of the current accounting 
norms under which all foreign 
currency monetary assets and 
liabilities are to be revalued at 
the exchange rate prevailing 
at the period end date and the 
consequent exchange rate gain 
or loss recognised in the profit 
and loss account.

In a statement in March, the 
chamber has proposed that the 
norms be reviewed to allow ac-
counting of foreign exchange 
revaluation gains/losses over 
the remaining tenure of the un-
derlying items of borrowings or 
receivables, reports The Hindu.

Aptly, it said the recommen-
dation has come at a time when 
there is unprecedented volatil-
ity in the foreign exchange 
rates of the rupee against for-
eign currencies which has af-
fected corporate reporting.

In a comment, the newspaper 
qouted CII Director General 
Chandrajit Banerjee as saying: 
“The present market conditions 
are extremely unusual, not likely 
to be witnessed in an average 
lifetime, and called for unusual 
and immediate regulatory inter-
vention. This is more so because 
the accounting framework and 
the standards are designed to 
address normal conditions, and 
what we are facing are clearly not 
normal times.”

The current Accounting 
Standards (AS 11) require re-
valuation of monetary assets and 
liabilities in foreign currency at 
each reporting date — quarterly 
and annually —- irrespective of 
maturity dates or tenure of these 
assets and liabilities.

In the background of substan-
tial increase in foreign currency 
borrowings, this accounting treat-
ment prescribed for exchange 
rate has severely distorted the 
reported earnings of many com-
panies as the unrealised forex 
restatement of gains or losses are 
not reflective of the operating per-
formance of these companies dur-

ing the period, the chamber said.
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HONG KONG: HK, Singapore 
may face greater scrutiny on 
tax issues
Hong Kong and Singapore, two of Asia’s 

major financial hubs, could come under 

greater scrutiny as developed nations 

signal a tougher stance on what they 

consider tax havens, reports Wall Street 
Journal.

Both have had simmering tensions with 

major trading partners on the issue of per-

sonal financial disclosure, particularly in 

the realm of private banking.

Singapore, a wealthy Southeast Asian 

city-state of 4.5 million people, has emerged 

as a major private banking centre in recent 

years with about $300 billion under man-

agement, the newspaper added.

In a report in March, WSJ said at the 

same time, Hong Kong — a special admin-

istrative region of China, with a population 

of seven million — has been mulling its own 

response to tax worries in other nations.

The report said international pressure 

is mounting on the two locales and other 

places long considered tax havens to dis-

close more information on possible tax 

evaders in the wake of the financial crisis 

and the Bernard Madoff affair.

It added that the Paris-based Organiza-

tion for Economic Cooperation and De-

velopment includes Singapore and Hong 

Kong on a list of uncooperative tax havens 

that also includes Liechtenstein, Switzer-

land, Luxembourg and Austria. Liechten-

stein and the tiny state of Andorra took 

steps recently to address those concerns.

European Union authorities have long 

worried that European citizens will park 

their money in places like Singapore as 

their own tax havens come under tighter 

scrutiny. European Union negotiators 

have already turned up the heat on Sin-

gapore to give up names of European 

citizens who open accounts in the country 

or withhold a tax payable to the EU, the 

report added.

In Hong Kong, the report said the is-

sue of taxes and cooperation with wealthy 

Western nations has long been contentious 

in a city that prides itself on its laissez-faire 
approach to business. In a recent interview, 

Franz Jessen, who oversees China and 

Hong Kong issues for the European Com-

mission, said talks on taxes were ongoing 

with Hong Kong and Macau, another spe-

cial administrative region of China. “It’s an 

issue that will not go away,” he said.

International News
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New IAASB Clarity Standards 
Will Help Strengthen Audit Practice

A     
uditors worldwide will benefit 

from the recent completion of 

the Clarity Project by the In-

ternational Auditing and As-

surance Standards Board (IAASB), an 

independent standard-setting board of the 

International Federation of Accountants. 

All of the Board’s International Standards 

on Auditing (ISAs) and its International 

Standard on Quality Control (ISQC) have 

been reviewed and redrafted in a new “clar-

ified” style that makes the standards easier 

to understand, translate, and implement. 

These standards will also significantly ad-

vance the process of global convergence 

and enhance the quality and uniformity of 

practice in audits worldwide.

The Benefits
The Clarity Project has introduced improve-

ments that go beyond enhancing the under-

standability of the standards. The IAASB 

intends that the clarified ISAs will strengthen 

practice in a number of areas, such as:

n Communication with those charged with 

governance;

n The gathering and evaluation of audit 

evidence in relation to accounting esti-

mates, including fair value estimates;

n The auditing of related party relation-

ships and transactions; and

n  The use of the work of others, such as 

an auditor’s expert or other auditors in 

the context of audits of group financial 

statements.

Effective Date
The standards will come into effect for 

audits of financial statements for periods 

beginning on or after 15 December 2009. 

All those with responsibilities relating to 

financial statement audits should consider 

implementation issues as soon as practica-

ble and set in motion plans to update audit 

methodologies and training programmes 

in advance of the effective date.  

The Improvements
The final set of clarified standards includes:

n One new ISA on communicating defi-

ciencies in internal control;

n 16 ISAs containing new and revised re-

quirements;

n 19 ISAs that have been redrafted only to 

reflect the new Clarity drafting style; and

n One ISQC redrafted to reflect the new 

Clarity drafting style.

Auditors should look to ISA 200, Over-

all Objectives of the Independent Auditor 

and the Conduct of an Audit in Accordance 

with International Standards on Auditing, 

for assistance in understanding the pur-

pose and scope of an audit. This ISA sets 

out how the objectives, requirements, and 

guidance in all ISAs are to be understood.

Each standard now clearly identifies the 

objective of the auditor in the audit area 

addressed. One of the main goals of the 

IAASB in redrafting its standards was to 

eliminate any possible ambiguity about 

the requirements an auditor needs to fulfill 

—as a result, the objectives in each ISA are 

now supported by clearly stated require-

ments designed to enhance consistency of 

practice. In all cases, requirements are ex-

pressed by the phrase “the auditor shall.” 

The clarified standards also have a new 

structure, in which information is pre-

sented in separate sections: Introduction, 

Objective, Definitions (as applicable), Re-

quirements, and Application and Other 

Explanatory Material. This restructuring, 

in addition to the other drafting enhance-

ments, improves the readability and under-

standability of the standards.

Thirdly, specific groups of entities are ad-

dressed. Users can now find considerations 

specific to small and medium enterprises 

(SMEs) and public sector entities in the 

standards themselves. These considerations 

are highlighted in the Application and Other 

Explanatory Material section of the ISAs.

New Clarity Center 
To help with the implementation of the 

new ISAs, IFAC has developed an IAASB 

Clarity Center (http://web.ifac.org/clarity-
center/index) that provides the full set of final 

standards, showing in marked text changes 

from the clarified standards that had been 

previously issued, a history of the Clarity 

Project, and frequently asked questions and 

answers. In addition, the IAASB plans to 

launch the first in a series of ISA modules 

highlighting key changes in some of the 

more significantly revised standards. The 

IAASB will also publish all of the clarified 

standards in IFAC’s 2009 Handbook of Inter-
national Standards on Auditing and Quality 
Control in April 2009. 
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IFAC Studies Developments 
in Public Sector 
Performance Measurement
To help professional accountants better 

plan, execute and control service deliv-

ery in their organisations, IFAC’s Profes-

sional Accountants in Business (PAIB) 

Committee has conducted a survey on the 

development of financial and non-financial 

measurement structures in various public 

sector entities around the world. The re-

sults of this survey, contained in the infor-

mation paper Developments in Performance 
Measurement Structures in Public Sector 
Entities, will help professional account-

ants in business, and others who work 

in the public sector, evaluate and further 

improve their own performance measure-

ment structures.

The full report can be downloaded free-of-
charge from the IFAC online bookstore at www.
ifac.org/Store.

IAESB Proposes New Frame-
work to Enhance Clarity and 
Relevancy of Standards
The International Accounting Education 

Standards Board (IAESB) has undertaken 

a new initiative to enhance the relevancy, 

clarity and consistency of its standards as 

well as their applicability to IFAC members 

and associates. It is proposing a revised 

Framework for International Education 

Standards, which sets out the concepts 

that underlie the IAESB’s International 

Education Standards.

The proposed framework consists of 

two parts:

n Part One explains the educational con-

cepts of competence, initial professional 

development, continuing professional 

development, and measurement of the 

effectiveness of learning and develop-

ment, which will be used by the IAESB 

when developing the IESs; and

n Part Two describes the nature of the 

IESs as well as the related IAESB pro-

nouncements and IFAC member body 

obligations.

Comments on the exposure draft (ED) of the 
proposed revised framework are requested by 
30 April 2009. The ED can be viewed by going to 
www.ifac.org/EDs. Comments may be submit-
ted by email to edcomments@ifac.org.
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New SMP/SME Section on 
Global Financial Crisis 
Resource Centre
In December 2008, IFAC launched a new 

section dedicated to the global financial 

crisis (www.ifac.org/financial-crisis) on 

its website. Recognising the unique chal-

lenges faced by small and medium practices 

(SMPs) and small and medium enterprises 

(SMEs) in the current market environment, 

IFAC has added a new page dedicated to this 

constituency. On this new page, SMPs and 

SMEs are provided with links to resources 

that will assist them in addressing issues 

related to the financial crisis. Resources 

include articles, speeches, and a listing of 

programmes and initiatives undertaken by 

IFAC and other organisations.

If your organisation has SMP/SME resources 
dedicated to the financial crisis that you would 
like to have appear on this webpage, please 
email them to communications@ifac.org.

New Implementation Guide 
for SMPs Aids in 
Implementation of ISQC 1
IFAC published a new implementation 

guide, Guide to Quality Control for Use by 

Small and Medium Practices. This non-au-

thoritative implementation guide is intended 

to assist small and medium practices (SMPs) 

in understanding and efficiently applying 

International Standards on Quality Control 

(ISQC) 1, Quality Control for Firms that Per-

form Audits and Reviews of Financial State-

ments, and Other Assurance and Related 

Services. The guide provides an integrated 

case study, two sample firm policy manuals, 

and key checklists and forms.

The Guide to Quality Control for Use by Small- 
and Medium Practices may be downloaded free 
of charge from the IFAC online bookstore at 
www.ifac.org/store. A Microsoft Word version 
has been provided to ease translation and adap-
tation of the publication.

IFAC Publishes Articles of 
Merit; Announces Winning 
Article
The Professional Accountants in Business 

(PAIB) Committee has published its 2008 
Articles of Merit, which features 11 previ-

ously published articles. The articles were 

selected as part of the PAIB Committee’s 

annual Articles of Merit Award Programme 
for Distinguished Contribution to the Roles 
and Domain of Professional Accountants 
in Business. Among the topics covered are 

financial leadership, measuring board per-

formance, and managing strategic risk.

This year’s winning article, “Black Holes 

in Accounting” by Ron Lutka, was initially 

published in CMA Management, CMA 

Canada’s monthly members’ magazine. 

The article focuses on how professional 

accountants may better identify and ad-

dress areas within their organisations that 

may be negatively impacting performance. 

The publication, including the winning ar-

ticle, may be downloaded from the IFAC 

bookstore (www.ifac.org/store).

New Good Practice 
Guidance on the Role of 
Accounting Technicians
The Education, Training and Development 

of Accounting Technicians is IFAC’s new-

est good practice guide, issued by its De-

veloping Nations Committee. The guide, 

designed to assist professional accounting 

organisations, raises awareness of the role 

and value of accounting technicians in both 

the public and private sectors. It sets out a 

framework that supports the development 

of qualified accounting technicians through 

education, training, and assessment of skills 

and competence. The guide also empha-

sises the importance of ongoing continu-

ing professional development activities and 

mechanisms to monitor compliance with 

ethical requirements.

The guide can be downloaded free of charge 
from the IFAC online bookstore (www.ifac.org/
store). For further information on IFAC’s work 
to support developing nations, visit www.ifac.
org/developingnations.

 

Accountancy Leaders 
Discuss Credit Crisis, SMEs, 
and Financial Reporting
Forty leaders of accountancy institutes and 

regional accountancy organisations par-

ticipated in IFAC’s annual Member Body 

Chief Executives Meeting, held in New 

York City in February. Participants had the 

opportunity to hear presentations by Svein 

Andresen, Secretary General of the Finan-
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Non-Audit Firms
New Registration
NON-AUDIT FIRM  NF NO.

SABAH

Ranyold & Co.                           0976
Lot 2, 1st Floor, Grand Industrial Centre Phase 1                                       

Mile 5.5, Jalan Penampang                                             

89500 Penampang                               

Tel: 088-721 676   Fax: 088-714 767

email: ranyold@gmail.com                                 

SELANGOR DARUL EHSAN

Asrul Muniff & Co 0973
No. 17, Ground Floor, Block 4

Pusat Perniagaan Worldwide, Section 13                                                            

40675 Shah Alam                               

Tel: 03-8061 9830   Fax: 03-8061 9830

email: asrulmuniff@gmail.com

www.smeadvisor.com

Hanil Osman & Co 0977
No. 23-1, Jalan Pelapik B U8/B                                                  

Bukit Jelutong, 40150 Shah Alam                               

Tel: 03-7842 5900   Fax: 03-7842 5800

email: hanil@elysseemgt.com.my

MIG Associates 0974
No. 19-2A, Jalan 15/1A, Seksyen 15                                                            

43650 Bandar Baru Bangi                       

Tel: 03-8920 2466   Fax: 03-8925 7660

email: migdpp@yahoo.com

Zanzali Mohamad & Co 0975
A-2-7, Jalan SS 7/13B, Aman Seri

Kelana Jaya, 47301 Petaling Jaya                           

Tel: 03-7874 4795   Fax: 03-7874 4805

email: mzanzali@yahoo.com

Ceased Operation
PULAU PINANG

Y.M. Chin & Associate 0087

5B Jalan Todak 5

Pusat Bandar Seberang Jaya                                            

13700 Prai                                    

WILAYAH PERSEKUTUAN

H. M. Liew & Co. 0258

Suite 4.103, 4th Floor, Wisma Central #278

Jalan Ampang                                                          

50450 Kuala Lumpur                

Name Change
PERAK DARUL RIDZUAN

NSLim, Lau & Co                           0523
(Formerly known as NSLim & Co)
No. 12, 1st Floor, Taman Lekir Baru                                                      

Jalan Raja Omar, 32000 Sitiawan    

Tel: 05-692 7889   Fax: 05-692 8597

email: nslimco@yahoo.com 

cial Stability Forum, and Nicolas Veron, re-

search fellow at Bruegel, on the causes of 

the financial crisis and some short and long 

term issues to be addressed. 

Discussions among accountancy leaders 

focused on addressing the financial crisis, 

including their roles in supporting members 

of the profession on issues, such as ethics, 

fair value accounting, and going concerns, 

and in contributing thought leadership to 

the development of new regulations and 

policies. Also included in the discussions 

were the needs of small and medium enter-

prises, and the ways in which professional 

accountants can contribute to rebuilding 

economic stability. Participants agreed that 

the accountancy profession must be unified 

in its approach to addressing the current 

economic environment.    

IFAC Board Extends Ian Ball’s 
Appointment as CEO
The IFAC Board has extended Ian Ball’s 

term as Chief Executive Officer until Febru-

ary 2013.  Ball joined IFAC as its Chief Execu-

tive in March 2002, having previously served 

as Chair of IFAC’s Public Sector Committee 

(now International Public Sector Account-

ing Standards Board) and as a member of its 

Nominating Committee. During his tenure 

at IFAC, Ball has overseen the implementa-

tion of the IFAC Reforms and the expansion 

of IFAC’s support for developing nations, for 

small and medium practices and enterprises, 

for the International Public Sector Account-

ing Standards Board, and for professional ac-

countants in business.

IFAC Releases Study on the 
Financial Reporting Supply 
Chain
The Business Report Project Group, 

chaired by Charles Tilley, has released 

a new report entitled Developments in 

the Financial Reporting Supply Chain—

Results from a Global Study among IFAC 

Member Bodies. This report follows the 

publication of Financial Reporting Supply 

Chain: Current Perspectives and Direc-

tions, and further studies and the progress 

made in the areas of governance, financial 

reporting, and auditing around the globe. 

The report captures the results of a global 

research study, in which 74 IFAC member 

bodies from 59 different countries and ju-

risdictions, including all major economies, 

participated. Although the study indicates 

that progress has been made through 

new or revised codes and increased con-

vergence of standards, it also highlights a 

number of important issues that still need 

solutions. Among these issues, in particu-

lar, are the adoption of suitable reporting 

standards for SMEs, financial auditing, 

and the usefulness of financial reports.

PAIB Committee Issues New 
Guidance on Corporate Gov-
ernance
IFAC’s Professional Accountants in Busi-

ness (PAIB) Committee has released a 

new International Good Practice Guidance 

document entitled Evaluating and Improv-

ing Governance in Organisations. The 

document provides a framework and prin-

ciples-based guidance for the professional 

accountant in business and their organisa-

tions on evaluating and improving govern-

ance in organisations. Designed to comple-

ment existing governance codes, such as 

the OECD Principles of Corporate Govern-

ance (2004), the guide focuses on how to 

create sustainable stakeholder value in the 

form of good products or services, econom-

ic profitability, job security, safety, or other 

social or economical responsibilities.

All International Good Practice Guidance documents 
by the PAIB Committee may be downloaded by visit-
ing the Professional Accountants in Business section 
of the IFAC bookstore at www.ifac.org/store.
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… Counting on Humour
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Five Surgeons
Five surgeons from big cities are discussing who 

makes the best patients to operate on. The first sur-

geon, from New York, says, “I like to see accountants 
on my operating table because when you open them 
up, everything inside is numbered.”

The second, from Chicago, responds, “Yeah, but 
you should try electricians! Everything inside them is 
colour coded.”

The third surgeon, from Dallas, says, “No, I really 
think librarians are the best, everything inside them is 
in alphabetical order”

The fourth surgeon, from Los Angeles chimes 

in: “You know, I like construction workers … Those 
guys always understand when you have a few parts 
leftover.”

But the fifth surgeon, from Washington, DC shut 

them all up when he observed: “You’re all wrong. 
Politicians are the easiest to operate on. There’s no 
guts, no heart, no brains and no spine, and the head 
and the ass are interchangeable.”

Jail
A judge looked severely at the defendant and asked, 

“How many times have you been imprisoned?”
“Nine, you Honour.”
“Nine? In this case, I will give you the maximum 

sentence.”
“Maximum sentence?” said the defendant. “Don’t 

you give your regular clients a discount”

Cell Phone
For their first anniversary, a man bought his young 

wife a cell phone. She was thrilled and listened eager-

ly as he explained all its features. The next day she 

was out shopping when the phone rang.

“Hey, darling,” the husband said. “How do you like 
your new phone?”

“Oh, I just love it!” she gushed. “It’s so cute and small 
and your voice sounds so clear. But there’s just one thing 
I don’t understand.”

“What’s that?”
“How did you know I was at the supermarket?”

First Class Blonde
A beautiful young blonde woman boards a plane to 

LA with a ticket for the coach section. She looks at 

the seats in the coach and then looks ahead to the first 

class seats. Seeing that the first class seats appeared to 

be much larger and more comfortable, she moves for-

ward to the last empty one. The flight attendant checks 

her ticket and tells the woman that her seat is in the 

coach. The blonde replies, “I’m young, blonde and beau-
tiful, and I’m going to sit here all the way to LA.”

Flustered, the flight attendant goes to the cock-

pit and informs the captain of the blonde problem. 

The captain goes back and tells the woman that her 

assigned seat is in the coach. 

Again, the blonde replies, “I’m young, blonde and 
beautiful, and I’m going to sit here all the way to LA.”

The captain doesn’t want to cause a commotion, 

and so returns to the cockpit to discuss the blonde 

with the co-pilot. The co-pilot says that he has a 

blonde girlfriend, and that he can take care of the 

problem. He then goes back and briefly whispers 

something into the blonde’s ear.

She immediately gets up, says, “Thank you so much,” 
hugs the co-pilot, and rushes back to her seat in the 

coach section. The pilot and flight attendant, who were 

watching with rapt attention, together ask the co-pilot 

what he had said to the woman. He replies, “I just told 
her that the first class section isn’t going to LA.”

Apartment
The young man walked into the pet shop and asked 

if he could buy 387 beetles, 18 rats and five mice. 
“I’m sorry, sir, but we can only supply the mice. But 
why do you want all the other creatures for?” asked 

the pet shop manager.

“I was thrown out of my flat this morning,” replied 

the young man. “And my landlord says I must leave 
the place exactly as I found it.”

FIVE THOUGHTS
Here are a few things to think about that you probably have never 

thought about before:

 How important does a person have to be before they are consid-

ered assassinated instead of just murdered?

 How is it that we put man on the moon before we figured out it 

would be a good idea to put wheels on luggage?

 Why do people pay to go up tall buildings and then put money in 

binoculars to look at things on the ground?

 When your photo is taken for your driver’s license, why do they 

tell you to smile? If you are stopped by the police and asked for 

your license, are you going to be smiling?

 Did you ever notice that when you blow in a dog’s face, he gets 

mad at you, but when you take him for a car ride; he sticks his 

head out the window?

1

2

3

4

5



 ACCOUNTANTS TODAY 55

2009 Calendar of MIA Professional Development Centre (MPDC)
Location  Date  Event Title  Speaker  Venue  Fee  CPE  Claimable
      (RM) Hrs

April 2009       

Klang

Valley

  

North 

Region

South   

Region

E.Coast 

East 

M’sia

 

May 2009       

Klang

Valley

FOR FURTHER INFORMATION PLEASE MAIL, FAX OR E-MAIL TO:
Malaysian Institute of Accountants
Dewan Akauntan, 2 Jalan Tun Sambanthan 3, Brickfields, 50470 Kuala Lumpur
Tel: +603-2279 9200 Fax: +603-2273 5167
e-mail: mpdc@mia.org.my Homepage: www.mia.org.my
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2009 Calendar of MIA Professional Development Centre (MPDC)
Location Date  Event Title  Speaker  Venue  Fee  CPE  Claimable
      (RM) Hrs
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Valley
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