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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Accountants Today welcomes original and previously unpublished contributions which are of interest to accountants, business leaders, executives and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

Coping with the

2008 comes to a close and boy what a year it has been! The world is experiencing an unprecedented
economic challenge, triggered by the financial crisis in the United States. The meltdown in Wall Street has
affected all the main streets of the world. Developing economies such as the Eurozone and Japan are
already in recession. While our economic fundamentals are rather robust, it would be naive for us not to be
concerned about the economic challenges in the short and medium term.

While the debate would continue on who should be blamed for causing the financial and economic
tsunami, there appears to be a consensus that one of the key drivers was the melt-
down of values among the market players. When profits and personal interests
take precedence over the overall benefit to society, such a catastrophic outcome is
not unexpected.

It is with this in mind that MIA has decided to champion the cause of human
governance. Working together with academicians Professor Datuk Dr. Aziuddin
Ahmad and Professor Dr. Arfah Salleh from the Graduate School of Management
of Universiti Putra Malaysia, MIA  has launched a monograph titled ‘Soulful Stew-
ardship: Steering Corporations through Human Governance’ at the National Ac-
countants Conference 2008. With the launch of this publication, MIA hopes to
kickstart a series of initiatives that will benefit accountants and the market as a
whole in taking a more holistic approach towards addressing market woes.

In this month’s cover article, we take a look at a segment which was discussed
at the NAC 2008 on the impact of the Audit Oversight Board (AOB) in Malaysia.
Will the AOB put Malaysia on par with its counterparts on the global financial and capital markets? How
will the profession cope in the present market landscape? Read the article on page 8 to find out.

Also in this issue, we feature a Special Report titled ‘Surveillance on Financial Reporting: Learning from
the Past and Anticipating the Future’. In addition to the challenging economic times we are in, it has been
two years since the implementation of Financial Reporting Standards (FRS) in Malaysia and we felt that a
revisit was timely. We hope that auditors will find the accompanying article ‘Auditors, Look out for these in
the Coming Peak Season ...’ a worthy read as well.

This month, in keeping with the  theme on economic developments,  the Association of Chartered and
Certified Accountants (ACCA)’s President Richard Aitken-Davies has also contributed an article titled
‘Climbing out of the Credit Crunch’.

As usual, we hope that you find this issue an interesting read.
We would also like to take this opportunity to wish our readers a Merry Christmas and Happy New Year!

Happy reading!

Editor
Accountants Today

AT

challenging times ahead

While the debate would continue on

who should be blamed for causing the

financial and economic tsunami, there

appears to be a consensus that one of

the key drivers was the meltdown of

values among the market players.

When profits and personal interests

take precedence over the overall

benefit to society, such a catastrophic

outcome is not unexpected.
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Enhancing Audit Quality
Impact of the Audit Oversight Board

The pending establishment of the independent Audit Oversight Board(AOB) is yet another
move to position Malaysia on a level playing field in the global financial and capital markets,
which are demanding enhanced regulation and oversight in the wake of spectacular business

failures spawned by the US sub-prime crisis and exacerbated by the global credit crunch.

8 ACCOUNTANTS TODAY • December 2008

C O V E R



9December 2008 • ACCOUNTANTS TODAY

The opening plenary session of
the National Accountants Con-
gress (NAC) 2008 discussed
the implications of the AOB,

while asking the key question: “Are Ma-
laysian Auditors Up to the Mark?” Will they
be able to comply with the rigorous stan-
dards to be imposed by the AOB to en-
hance audit quality in line with interna-
tional benchmarks?

“There is a real push to strengthen the in-
dependent oversight of auditors to be inter-
nationally competitive and to facilitate invest-
ment,” said Datuk Ranjit Ajit Singh, Manag-
ing Director and Executive Director, Market
Supervision, Securities Commission (SC).

As part of the drive to position itself on a
level playing field, Malaysia has proposed
the establishment of the independent Au-
dit Oversight Board, which the market
believes will begin operating in 2009. “The
AOB puts us on an equal international foot-
ing. which is necessary for international
competitiveness,” said Lee Tuck Heng of
Pricewaterhouse Coopers.

 Other developed jurisdictions have set up
similar independent watchdog bodies to regu-
late auditors, responding to the demands of
stakeholders for better oversight. For ex-
ample, the Public Company Accounting Over-
sight Board (PCAOB) in the US emerged in
the aftermath of the notorious failures of
Enron and Worldcom, in which audit failure
and auditors’ collusion with management
fraud were implicit. However, Ranjit added
that the AOB will be contextualised to suit
Malaysian requirements.

Beyond compliance and benchmarking,
“the independent oversight of audits and
auditors has become an international re-
quirement for integration with global capi-
tal markets. As a consequence, many coun-
tries are establishing very strong auditor
oversight mechanisms,” said Ranjit. The
powerful International Organisation of Se-
curities Commissions (IOSCO), which rep-
resents the interests of world capital mar-
ket regulators, released the PARMALAT
report which recommended several strat-
egies to strengthen capital markets in the
wake of the corporate governance debacle
begun by Enron, including independent
oversight, noted Ranjit. “If you want to in-
tegrate your capital markets globally, you
must play by international rules.”

Enhancing Audit Quality: Impact of the Audit Oversight Board

Oversight is also a criterion set by inter-
national investors that Malaysia must ful-
fill in order to avoid being sidelined. “The
auditors’ role is to facilitate investment. If
auditors underperform, investors will go
elsewhere,” noted Abdul Wahab Jaafar
Sidek, CEO, Minority Shareholder Watch-
dog Group.

About the Audit Oversight Board
Since auditors are a crucial part of the

financial reporting value chain, the AOB
is intended to enhance confidence in the
quality and reliability of audited financial
statements of public-listed companies and

public interest entities by carrying out
regular and rigorous inspection to ensure
that auditors of these entities comply with
appropriate standards of auditing. The SC
is currently determining the most appro-
priate oversight framework, with the aim
of formulating a robust framework in line
with international best practices.

According to Ranjit, the AOB will regis-
ter all auditors and firms to ensure only fit
and proper persons are in practice. The
body will be empowered to inspect audi-
tors for compliance with international and
local auditing and ethical standards, as well

as to investigate suspected non-compliance
and impose the appropriate sanctions on
errant auditors. “The AOB will inspect au-
ditors of PLCs and public interest bodies
like banks and financial institutions,
whereas auditors of private companies will
be subjected to the MIA review commit-
tee,” explained Ranjit.

The proposed AOB will comprise mem-
bers such as regulators, investor associa-
tions and industry associations. Impor-
tantly, the AOB — like the US PCAOB —
will be well-funded to attract individuals of
high quality, high calibre and impeccable
integrity.

Challenges to Enhancing Audit Quality
MIA President Nik Mohd. Hasyudeen

Yusoff has said that in encouraging the high
quality of audits, the key factor lies in com-
plying with auditing standards which are
based on the International Standards on
Auditing. Firms should also comply with the
Standards on Quality Control, specifically
the ISQC 1 Quality Control for Firms that
Perform Audits and Reviews of Financial
Statements, which has been effective since
1 July 2006. Ranjit noted in his presentation
that the AOB will use International Audit-
ing Standards as the basis for inspecting

“The auditors’ role is to facilitate investment. If auditors

underperform, investors will go elsewhere.”
Abdul Wahab Jaafar Sidek, CEO, Minority Shareholder Watchdog Group.



10 ACCOUNTANTS TODAY • December 2008

compliance by auditors and firms.
However, expecting auditors to comply

with international standards will be an up-
hill task, since resources are stretched
thinly, a situation worsened by gloomy eco-
nomic conditions. “What are the econom-
ics of oversight?” asked PwC’s Lee. Play-
ing devil’s advocate, Lee pointed out that
oversight carries a cost of compliance,
since firms and auditors will have to spend
money to meet the expectations of the
AOB. These could entail direct costs in the
form of fees and disruptive costs such as

downtime due to inspections which could
be allocated to paying assignments. Lee
also noted that increased oversight might
deter talent from joining the auditing pro-
fession, since they might prefer a sector
with a less regulated environment. In re-
sponse, Ranjit said, “We will be mindful
since we do not want to overburden audi-
tors. We do not want more regulation than
necessary. Regulations must be propor-
tionate and appropriate.”

The increased cost of compliance will be
another expense weighing down on al-
ready low audit fees, which are a critical
reason behind audit underperformance in
Malaysia. However, Wahab blamed the pro-
fession itself for undercutting one another;
as a result, audit fees are too low to enable

auditors to perform adequately. “Auditors
must command a fee commensurate with
their duties,” stressed Wahab, which will
enable them to deliver a high quality of
service that complies with international
standards, and to invest in talent develop-
ment which is the crux of premier services.

Enhancing Audit Quality
Apart from independent oversight, firms

can take steps to improve their quality of
service by emphasising leadership by ex-
ample and talent development.

Critically, top management must ensure
that firms drive the culture of complying
with audit quality standards. “Leaders must
practice what they preach,” said Ahmad
Mustapha Ghazali, Deloitte Kassim Chan.
“Their commitment to quality and integrity
must be visible to all levels of the firm.”

Since audit services are delivered by
people, firms should focus on the question
of managing talent. “You need to improve
the quality of people in the profession to
improve audit quality,” said Ahmad. How-
ever, he acknowledges that the hefty cost
of training is a deterrent for smaller firms.
The latter might also be reluctant to invest
substantially in people development since
good Malaysian talent is regularly
snatched away; however, weaker global

Enhancing Audit Quality: Impact of the Audit Oversight Board

“Leaders must practice what they preach  … Their commitment

to quality and integrity must be visible to all levels of the firm …

You need to improve the quality of people in the profession to

improve audit quality.”
Ahmad Mustapha Ghazali, Deloitte Kassim Chan

economic conditions have seen the Malay-
sian brain drain hitting a plateau as inter-
national financial centres downsize and
growth simmers down in the previously
red-hot China economy.

Values are the Heart of Audit Quality
“There are basic foundations for any pro-

fession; if you do not know your responsi-
bilities, your values, the profession col-
lapses,” said Wahab. Clearly, the US sub-
prime crisis was sparked by a breakdown
in values and good governance as direc-
tors and management took tremendous
risks to generate profit. As part of the fi-
nancial value chain, auditors as the
gatekeepers of financial information are
culpable for failing to exercise adequate
standards which exacerbated the sub-
prime crisis resulting in the current glo-
bal market turmoil.

To address the lapse in good gover-
nance, MIA is spearheading human gov-
ernance, which puts the onus for good be-
havior on the person rather than the cor-
poration. After all, humans are the ones
running organisations; personal failure
leads to organisational breakdown, putting
it simplistically.

“Any attempt at reform which over-
looks the failure in values would be in-
complete. While frameworks and struc-
tures may provide the architecture for
good gover nance, enterprises and
organisations are ultimately controlled
and run by mere mortals and there is a
need to put in place a governance struc-
ture that is human-centric,” argued Nik
Mohd. Hasyudeen.

Therefore, restoring fundamental human
values will be the way forward in enhanc-
ing audit quality, which in turn will rebuild
confidence in the accountancy profession,
particularly auditors. Professor Datuk Dr.
Aziuddin Ahmad from the Graduate School
of Management of Universiti Putra Malay-
sia, who is co-author of Soulful Stewardship:
Steering Corporations through Human Gov-
ernance monograph put it succinctly: “Cred-
ibility is about integrity. And integrity can-
not be achieved without a governance struc-
ture that is human-based, human-centered
and shaped upon trust.” The accountancy
and auditing profession would do well to
keep this in mind. AT
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MIA Addresses Lapse in Values

with Human Governance at NAC 2008
In a bid to help the market cope with the looming economic turmoil, the Malaysian

Institute of Accountants (MIA) working together with academicians Professor Datuk Dr.
Aziuddin Ahmad and Professor Dr. Arfah Salleh from the Graduate School of

Management of Universiti Putra Malaysia has launched a monograph titled ‘Soulful
Stewardship: Steering Corporations through Human Governance’.

The monograph, which is based
on groundbreaking research
on human governance aims to
address the lapse in good gov-

ernance which is being blamed for the
global market turmoil.

In addressing the issue head on, the
President of MIA, Nik Mohd. Hasyudeen
Yusoff said that any attempt at reform
which overlooks the failure in values,
would at the minimum be incomplete.
“While frameworks and structures may

provide the architecture for good gover-
nance, enterprises and organisations are
ultimately controlled and run by mere
mortals and there is a need to put in place
a governance structure that is human cen-
tric,” he said.

12

The Deputy Finance Minister Datuk Hj. Ahmad Husni Mohamad Hanadzlah (fourth from
left) launching the monograph as (from left) the authors Professor Datuk Aziuddin Ahmad
and Professor Dr. Arfah Salleh, MIA CEO Haji Rosli Abdullah, MIA President Nik Mohd.
Hasyudden Yusoff and NAC 2008 organising committee Chairman Sam Soh look on
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emony of the National Accountants Con-
ference (NAC) 2008 at the Kuala Lumpur
Convention Centre (KLCC) on 25 Novem-
ber 2008.

The NAC this year addressed issues of
sustainability amidst a challenging eco-
nomic landscape, focusing on credibility
and value creation.

With an exceptional turn out of 2,000
par ticipants, the conference drew an
eclectic crowd of finance professionals

“While frameworks and

structures may provide the

architecture for good

governance, enterprises

and organisations are

ultimately controlled and run

by mere mortals

and there is a need to put

in place a governance

structure that is

human centric.”

He said that the monograph is MIA’s first
effort in surfacing the importance of hu-
man governance as the way forward in
ensuring the orderly growth and develop-
ment of the capital market in particular and
society as a whole.

Meanwhile Aziuddin in his speech be-
fore the launch of the monograph said
that human governance is crucial be-
cause it addresses gaps in credibility.
“Credibility is about integrity. And integ-

rity cannot be achieved without a gov-
ernance structure that is human-based,
human-centered and shaped upon
trust.”

Nik also called upon accountants to en-
sure that the financial information that is
used for decision making in organisations
is credible and reliable.

He added that accountants in all sec-
tors be it in the private or public sector
must facilitate transparency and ef fi-
ciency.

“Accountants must be the solution and
not the problem. Only when we put the
best interest of our stakeholders above
and beyond our own sectorial interests,
will the accounting profession get the rec-
ognition it deserves by society as indi-
cated in the Accountants Act, 1967,” he
said during his speech at the opening cer-

MIA Addresses Lapse in Values with Human Governance at NAC 2008

such as chief executive officers (CEOs),
chief financial of ficers (CFOs), senior
managers, managers and executives be-
sides chartered accountants.

Themed “Driving credibility: Enhancing
the value chain”, the 2-day conference com-
prehensively delivered diverse subjects en-
compassing matters related to weathering
the global economy, personal development,
exemplary leadership and the environ-
ment.

Nik Mohd. Hasyudeen Yusoff,
President, MIA.

The launch of NAC 2008

Ahmad Husni visits one of the
booths at the NAC 2008

AT
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Robert Bunting assumes IFAC
Presidency. IFAC names Göran
Tidström Deputy President
Leaders of over 100 accountancy organisations worldwide met in Rome from 11 to 14 No-
vember to participate in the International Federation of Accountants’ (IFAC) Board and Coun-
cil meetings, where they addressed the global financial crisis, the convergence of global
auditing and ethics standards, and the profession’s role in sustainable development. At the
conclusion of the meeting, Robert Bunting of the United States assumed the IFAC Presi-
dency for a two-year term ending in November 2010. Göran Tidström of Sweden assumed
the position of Deputy President. In addition, the Council approved the appointment of three
new members to the IFAC Board and the reappointment of four members to a second term.

Bunting, a past Chairman of the American Institute of Certified Public Accountants and
an IFAC Board member since 2005, commented on the global financial crisis, pointing out
“the financial crisis has clearly demonstrated how interconnected global markets are. This
makes IFAC’s initiatives to achieve convergence of international standards ever more ur-
gent. Convergence to a common set of high quality accounting and auditing standards is
essential to assuring the quality of the profession's services and is vital to the effective
operations of markets and to promoting cross-border trade and investment.”

“The SMP/SME community did not cause the current financial

crisis, but they will be very much affected by it. We must do what

we can, including ensuring that they are not subject to overly

burdensome regulatory requirements, to contribute to their health

and effectiveness.”
Robert Bunting, IFAC President.

“I believe that IFAC has a key role to play in restoring confidence in the markets,”
emphasises Bunting. “We must demonstrate that our standard-setting processes are rig-
orous. And we must continue to promote strong corporate governance and the highest
quality practices by the world’s accountants, whether they work in public practice or in
business and industry. Additionally, we need to scrutinise ourselves and look at what we
can do better or differently. And lastly, we must be even more engaged with all market
participants and actively collaborate with them in identifying and implementing the solu-
tions that can prevent future crises.”

Supporting these goals, the IFAC Council approved an updated Strategic Plan for 2009-
2012. This plan has an increased focus on the implementation of international standards,
on enhancing the relevance and sustainability of the profession, and on communicating
more vigorously on regulatory, financial management, financial reporting, corporate
governance, and other issues.

“Another area of focus in the strategy and one to which I plan to give my attention is
meeting the needs of small and medium practices (SMPs) and enterprises (SMEs),”
adds Bunting. “The SMP/SME community did not cause the current financial crisis, but
they will be very much affected by it. We must do what we can, including ensuring that
they are not subject to overly burdensome regulatory requirements, to contribute to
their health and effectiveness.”

Visit www.ifac.org/MediaCenter/?q=node/view/48 to view the press release on these new appoint-
ments as well as Board member biographies.

The Malaysian Institute of Accoun-
tants (MIA) would like to take this
opportunity to congratulate both
Bunting and Tidstrom. We look for-
ward to continuing to nurture the
excellent working relationship that
has been established between both
MIA and IFAC.

We would also like to thank Fermin
del Valle, the immediate past presi-
dent of IFAC, for his contributions in
leading the profession to greater
heights during his tenure as President.

Robert Bunting

Göran Tidström

I F A C   U P D A T E
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The Financial Statements Review
Committee (FSRC) has com-
pleted its review of the first time
implementation of FRS by com-

panies and presents here its common re-
view findings for the period July 2007 to
June 2008.

Twenty-four companies were selected at
random and their financial state-
ments reviewed. Three others were
referred to the company by Bursa
Malaysia and the Securities Com-
mission. The companies selected
for review included public-listed
companies, non-listed companies
and government linked corpora-
tions; and the financial statements
selected are those for financial pe-
riods ending on or before 30 June
2007.

Weaknesses commonly identified
by FSRC are shown in Table 1.

Referral to Investigation
Committee

During th is  per iod,  seven
cases were referred to the Inves-
tigation Committee on financial
reporting matters as a result of the pen-
alty tarif f, which came into ef fect in
Januar y 2007.

Under Category 3 of the penalty tariff,
members who are responsible for the
preparation or reporting of the financial
statements may be referred to the Investi-
gation Committee and/or other regulatory
bodies for appropriate action due to seri-

S P E C I A L  R E P O R T

Surveillance on Financial Reporting
Learning from the Past and Anticipating the Future

It’s been two years since the implementation of Financial Reporting Standards (FRS) in
Malaysia. For public-listed companies with financial periods beginning on or after 1

January 2006, 18 new FRSs came into effect. Private entities continue to comply with the
Private Entities Reporting Standards (PERS).

ous non-disclosures or departures from
GAAP. Members may also be served with
warning letters or reprimands and the fi-
nancial statements of the company con-
cerned could be put under surveillance for
up to four consecutive years.

The reasons for referring the cases to
the Investigation Committee include incor-

rect accounting treatment, numerous un-
justifiable errors in financial statements,
failure of the auditor to modify his report
to highlight going concern issues, and de-
ficiencies in audit work performed.

Financial Statements are the
Responsibility of Management

Section 167 of the Companies Act, 1965

states that the company and the directors
shall keep such accounting and other
records that will sufficiently explain the
transactions and financial position of the
company and enable true and fair profit and
loss accounts and the balance sheet to be
prepared.

Under Section 169 of the Act, the direc-
tors are required to declare that the
financial statements comply with the
accounting standards and that they
give a true and fair view of the fi-
nancial position and performance of
the company.

It is noted that the duty of prepar-
ing financial statements usually
rests with the company’s manage-
ment.

Roles of Auditor
Although financial statements are

the responsibility of the manage-
ment, it is also important for audi-
tors to carry out their duty effec-
tively. An auditor conducting an au-
dit in accordance with the approved
standards on auditing can get rea-
sonable assurance that the financial

statements taken as a whole are free from
material misstatement, whether caused by
fraud or error.

Due to the inherent limitations of audit-
ing, the auditor may not obtain absolute as-
surance that material misstatements in the
financial statements will be detected. How-
ever, an attitude of professional scepticism
is very important when considering the
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RELEVANT STANDARDS/STATUTES AND RECOMMENDED PRACTICE

FRS 101, Presentation of Financial Statements requires an entity to present,
either in the face of the income statement or in the notes to the income state-
ment, an analysis of expenses using a classification based on either the na-
ture of expenses or their function within the entity.

FRS 101 requires entities classifying expenses by function to disclose addi-
tional information on the nature of expenses.

FRS 107, Cash Flow Statements requires the cash flow statement to report cash
flow during the period classified by operating, investing and financing activities.
The Standard provides a definition for each of the 3 classifications and guid-
ance on classifying cash flows into these classification.

FRS 101 requires disclosure of the basis of preparation of the financial state-
ments and the specific accounting policies used which disclose the measure-
ment basis (or bases) used in preparing the financial statements and the other
accounting policies used that are relevant to an understanding of the financial
statements.

FRS 116, Property, Plant and Equipment, paragraph 30 requires an item of
property, plant or equipment to be carried at its cost less any accumulated
depreciation and any accumulated impairment losses.

FRS 102, Inventories requires disclosure of the accounting policies adopted
in measuring inventories, including the cost formula used.

FRS 132, Financial Instruments: Disclosure and Presentation requires an en-
tity to disclose the fair value for each class of financial assets and financial
liabilities in a way that permits it to be compared with the corresponding
carrying amount in the balance sheet.

FRS 101 requires disclosure of employee benefits expense i.e. the short term
employee benefits, post employment benefits, other long term employee ben-
efits and termination benefits.

FRS 114, Segment Reporting requires that policies relating to segment re-
porting, such as identification of segments, method of pricing inter-segment
transfers and basis of allocating revenues and expenses to segments to be
disclosed.

ISA 570, Going Concern requires an auditor to determine, based on the audit
evidence obtained, if in the auditor’s judgment, a material uncertainty exists re-
lated to events or conditions that alone or in aggregate, may cast significant doubt
on the entity’s ability to continue as a going concern. When going concern as-
sumption is appropriate:  If adequate disclosure is made in the financial state-
ments, the auditor should express an unqualified opinion but modify the auditor’s
report by adding an emphasis of matter paragraph that highlights the existence
of a material uncertainly relating to the event or condition that may cast signifi-
cant doubt on the entity’s ability to continue as a going concern and draws atten-
tion to the notes in the financial statements that disclose the matters set out in
paragraph 32 of ISA 570. If adequate disclosure is not made, the auditor should
express a qualified or adverse opinion as appropriate. When going concern as-
sumption is not appropriate : The auditor should express an adverse opinion if
the financial statements have been prepared on a going concern basis.

1

2

3

4

5

6

7

8
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COMMON FINDINGS ON APPLICATION OF FRS/
STANDARDS ON AUDITING

Income Statements
� In the presentation of income statements, certain expenses

are classified by nature and others by function. Entities that
classify expenses by function did not provide adequate addi-
tional information on the nature of expenses.

Cash Flow Statements
� Cash flow items of operating, financing and investing activi-

ties (e.g. borrowings and purchase of investment) were clas-
sified wrongly.

Significant Accounting Policy
� Omission or incomplete disclosure of accounting policy for

material items in the financial statements.
� Disclosure of accounting policies that are not specific to the

entity.

Property, Plant and Equipment
� Accounting policy does not clearly state the adjustment for

impairment losses.

Inventories
� No description provided for net realisable value

Financial Instruments — Fair Value Disclosures
� Non disclosure of fair values of the financial guarantee (e.g.

on banking and credit facilities of subsidiaries)
� Non-disclosure of fair value of non-current financial assets/liabilities
� Non-disclosure of fair value of the amount due by/to subsid-

iary companies and associated companies due to a lack of fixed
repayment terms and inability to estimate fair value without
incurring excessive costs.

Staff Costs
� No adequate analysis on staff costs to disclose e.g. wages, sala-

ries, bonuses, defined contribution retirement benefit plan, eq-
uity compensation benefit and other employee benefits.

Segment Reporting
� Non-disclosure or inadequate disclosure of the accounting policy on

segment reporting. Entities disclosed segmental information report-
ing but did not disclose the accounting policy for segment reporting.

Auditor’s Report
� Auditor’s Report not modified/qualified regardless of the go-

ing concern issue faced by the company.

Table 1 Common Findings of Financial Statements Review Committee, July 2007 – June 2008
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risks of material misstatement due to
fraud. Professional scepticism requires an
ongoing questioning of whether the infor-
mation and audit evidence obtained sug-
gests that a material misstatement due to
fraud may exist.

ISA 240, The Auditor’s Responsibility to
Consider Fraud in an Audit of Financial
Statements requires an auditor to maintain
an attitude of professional scepticism
throughout the audit, recognising the pos-
sibility that a material misstatement due
to fraud could exist, notwithstanding the
auditor’s past experience with the entity
about the honesty and integrity of man-
agement and those charged with gover-
nance.

Anticipating the future
The current economic conditions are

particularly challenging for companies. In
such circumstances, the FSRC draws par-
ticular attention of the management to the
following:

Fair Value Measurements and
Disclosures

Determining fair value in the current
market turmoil is a challenge by compa-
nies. Depending on the accounting policy
selected, the impact of fair value account-
ing may be seen with regard to
management’s determination of the value
of goodwill and intangibles acquired in a
business combination, investment proper-
ties, share-based payments, pension liabili-
ties and financial instruments.

The recent crisis in the banking sector
around the world and the resulting illiquid-
ity in the market make it even harder to
fair value the financial assets and liabilities.
Unavailability of information as the market
becomes inactive affects the degree of es-
timation uncertainty, as estimates need to
be made on the basis of information which
uses inputs that are unobservable.

It is worthwhile to note that whether in-
puts are observable or not, preparers of
financial statements need to have evi-
dence to support them. This is because
while estimation of fair values is difficult
in light of market uncertainty, it has not
proved impossible to obtain sufficient in-
formation to record them in financial
statements.

Impairment of Assets
The current tough economic times are

having a significant effect on a wide range
of businesses with some already reporting
reduced sales volumes and reduced mar-
gins. These reductions mean that for many
businesses the assumptions used to esti-
mate the value of goodwill, property, plant
and equipment or other assets will need to
be revised.

FRS 136, Impairment of Assets clearly
indicates that significant changes that ad-
versely affect the economic environment
in which the entity operates are an indica-
tion that assets may be impaired (FRS
136.12), thus triggering a need to estimate
the recoverable amounts of the assets. The
recoverable amount, which largely de-
pends on the future estimated cash flows,
will have to be closely scrutinised and re-
flect estimation that best explains the en-
vironment in which the asset is used. And
what may in the past have been a routine
valuation problem may become the source
of a significant risk.

Do take note that key assumptions on
which management bases its cash flow pro-
jections should be described (FRS 136.
134(d)(i)); and the growth rate used to
extrapolate cash flow projections beyond
the period covered by the most recent bud-
gets/forecasts should be disclosed and any
growth rate that exceeds the relevant long
term average growth rate should be justi-
fied (FRS 136.134(d)(iv)).

Going Concern Assessment
FRS 101, Presentation of Financial State-

ments contains a requirement for manage-
ment to make an active assessment of an
entity’s ability to continue as a going con-
cern. An entity shall prepare financial state-
ments on a going concern basis unless
management either intends to liquidate the
entity or to cease trading, or has no realis-
tic alternative but to do so. When manage-
ment is aware, in making its assessment,
of material uncertainties related to events
or conditions that may cast significant
doubt upon the entity’s ability to continue
as a going concern, the entity shall disclose
those uncertainties.

FRS 110, Events after the Balance
Sheet Date also gives guidance on evi-
dence of going concern status from sub-

sequent events. Deterioration in operat-
ing results and financial position after
the reporting period may indicate a need
to consider whether the going concern
assumption is still appropriate. If the
going concern assumption is no longer
appropriate, the ef fect is so pervasive
that this standard requires a fundamen-
tal change in the basis of accounting,
rather than an adjustment to the
amounts recognised within the original
basis of accounting.

There are many areas which the direc-
tors could look at when deciding whether
the company will continue in operational
existence for the foreseeable future and
hence as a going concern. Probably, the
directors could challenge critical assump-
tions included in the budgets and forecasts;
consider how sensitive the company has
been to particular past events; review the
liquidity and borrowing requirements; and
ensure that there are no anticipated short-
falls in facilities against requirements or
breaches of covenants.

Preparers of financial statements are
reminded that in accordance with para-
graph 116 of FRS 101, there should be dis-
closures of key assumptions concerning
the future, and other key sources of esti-
mation uncertainty at the balance sheet
date that have a significant risk of caus-
ing a material adjustment to the carrying
amounts of assets and liabilities within the
next financial year. Further guidance is
provided in paragraph 120 of the same
standard. It is important to recognise that
high quality financial reporting in the cur-
rent economic environment helps to en-
hance the public’s confidence in the com-
pany.

Function of FSRC
The FSRC was established by the Coun-
cil of MIA to monitor the quality of fi-
nancial statements for the purpose of de-
termining compliance with statutory and
other requirements, approved accounting
standards and approved auditing stan-
dards, and generally accepted account-
ing and auditing standards and practices.
The FSRC also looks into matters referred
to it by other regulators and may review
financial statements where there are pub-
lic interest issues involved.

2

3

1
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ISA 315, Understanding the Entity and
Its Environment and Assessing the
Risks of Material Misstatements re-
quires an auditor to obtain an under-

standing of the entity and its environment,
including its internal control mechanism,
sufficient to identify and assess the risks of
material misstatement of the financial state-
ments whether due to fraud or error, and suf-
ficient to design and perform further audit
procedures.

Once the entity and its environment is
understood, the auditor should evaluate
whether the activities and transactions re-
flected in the financial statements are con-
sistent with his understanding of the entity
and the environment. This article highlights
areas which may require heightened audit
emphasis by the auditor and where profes-
sional scepticism is particularly important in
the coming 2008 year end:

Management Estimates
Certain items in the financial statements

can only be estimated. Estimation calls for
judgment by the management. Examples
would be in the areas of providing allow-
ance for bad debts, estimating fair value of
financial assets and liabilities and also the
useful lives of assets.

ISA 540, Audit of Accounting Estimates
requires an auditor to assess whether the
accounting estimate is reasonable in the
circumstances and appropriately disclosed.

Engaging an expert would provide an in-

dependent estimate for comparison to
management’s estimate. An auditor could
also extend enquiries to individuals outside
of management and the accounting depart-
ment to obtain further evidence on the
management’s ability and intent to carry
out plans that are relevant to developing
the estimates.

Revenue Recognition
Recent cases flagged in the newspapers

highlighted attempts to inflate revenues by
creating fictitious transactions.

Profitability or trend level expectations of
investment analysis, institutional investors,
significant creditors or other external par-
ties may create pressure for management.

The auditor may perform substantive
analytical procedures to identify unusual
or unexpected revenue relationships or
transactions. Confirming with customers
on specific contract terms and also enquir-
ing on sales or shipments near the end of
the period may also be carried out in re-
sponse to this risk.

ISA 500, Audit Evidence states that audit
evidence is more reliable when it is ob-
tained from sources outside the entity.

Change of Accounting Policy
A sudden decision by the management

to change its accounting policy should be
further assessed.

FRS 108, Accounting Policies, Changes in
Accounting Estimates and Errors requires

an entity to select and apply its accounting
policies consistently for similar transactions,
other events and conditions unless another
standard or interpretation specifically re-
quires or permits categorisation of items for
which different policies may be appropriate.

This requirement is there to prevent man-
agement from changing its accounting poli-
cies to suit its own purpose. However, in this
period of uncertainty, management may opt
to change its accounting policy if the option
gives a better result. For example, chang-
ing its policy from cost method to revalua-
tion method for property, plant and equip-
ment or vice-versa.

In assessing the reasonableness of the
change in policy, the auditor may compare
the company’s policies against the indus-
try norm, enquire on all alternatives con-
sidered in selecting the accounting policy
and also look at the overall impact of the
new accounting policy on the financial
statements.

Default on Loans and Borrowings
There is a higher risk of companies de-

faulting on loans and borrowings in this
period of uncertainty. Perhaps the auditor
should review the covenants of the loan
agreements for potential breaches, rigor-
ously assess whether the company is able
to meet the repayment of debts and the
possibility of it defaulting on loans and bor-
rowings. He might also need to consider
that banks may not be in a position to re-

S P E C I A L  R E P O R T

Auditors, Look Out for These in the
Coming Peak Season …

Often, when the financial stability of the entity is being threatened there is a higher
possibility that management would commit fraudulent financial reporting.

2008 proved to be a year of uncertainties. Rising inflation rates, the downward trend of
the world economy and the recent global financial crisis has created pressure on

management. The auditor must be aware that this situation may tempt management to
find opportunities to manipulate the financial results.
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structure loans or provide more funding
in light of the recent collapse of a number
of financial institutions around the world.

Should the auditor find evidence that the
company would not be able to meet the
repayment requirements, he must assess
whether adequate disclosure has been
made in the financial statements. The au-
ditor should also assess the ability of the
company to carry on as a going concern
should the loans and borrowings become
due.

If adequate disclosure is made in the fi-
nancial statements, ISA 570, Going Concern
requires an auditor to express an unquali-
fied opinion but modify the auditor’s report
by adding an emphasis of matter paragraph
highlighting the existence of material un-
certainty relating to the event or condition
that may cast significant doubt on the
entity’s ability to continue as a going con-
cern and draw attention to the note in the
financial statement that discloses the mat-
ter. If not, a qualified or adverse opinion
should be expressed.

Significant, Unusual or Highly
Complex Transactions

Particular attention should also be given
to significant, unusual and highly complex
transactions, especially if this happens near
the year-end or immediately after the year-
end. Examples include creation of special
purpose entities, off balance sheet trans-
actions and classification and de-recogni-
tion of financial instruments.

The auditor needs to obtain an under-
standing of the transaction and assess its
impact on the financial statements. Re-
viewing the minutes of meetings of share-
holders, board of directors and audit com-
mittee, as well as all the relevant contracts
will assist the auditor in assessing the situ-
ation.

Fraud Indicators
Auditors should be alerted when they

detect indicators such as:

� Dominating CEO/MD’s presence

� Unreasonable ratio when comparing re-
ceivable balances and revenue for the
period

� Receivables were written off without ef-
forts to collect

� A major part of the income comes from
one off items

� Either consistent or rapid earnings
growth in order to meet analysts’ growth
expectations

� Complex or messy reconciliations, and
there are unexplained items on recon-
ciliations

� Inconsistent or vague responses from
management or employees arising from
inquiries or analytical procedures

Auditors are reminded that Section 174
(8A) of the Companies (Amendment) Act
2007 that came into effect 15 August 2007
imposes a duty on them to report to the
Companies Commission of Malaysia if in the
course of audit, they discover a serious of-
fence involving fraud or dishonesty commit-
ted against the company by the officers of
the company. Failure to provide a written
report will attract criminal penalty. In addi-
tion, according to Section 320 of the Capital
Markets and Services Act 2007, if an audi-
tor is of the professional opinion that there
has been a breach of securities laws or rules
of the exchange or any matter which may
adversely affect the financial position of the
listed company, the auditor must immedi-
ately submit a written report on the matter
to the Securities Commission.

Fair Value Measurements and
Disclosures

Challenges faced by companies in deter-
mining fair value in the current market tur-
moil pose an even more challenging task
to the auditors as they are expected to as-
sess whether the fair value measurements
and disclosures in the financial statements
are appropriate.

ISA 545, Auditing Fair Value Measure-
ments and Disclosures, provides guidance
to auditors on the audit considerations re-
lating to the measurement, presentation
and disclosure of material assets, liabilities
and specific components of equity pre-
sented or disclosed at fair value in finan-
cial statements. Whilst auditors should
principally refer to this standard for guid-
ance, other standards may also be appli-
cable, in particular those that deal with un-
derstanding the entity and its environment,
responding to assessed risks, using the
work of an expert, obtaining management

representations and communicating with
those charged with governance.

The International Auditing and Assur-
ance Standards Board (IAASB) of the In-
ternational Federation of Accountants
(IFAC) recently issued a practice alert to
assist auditors. It highlights areas within
the ISAs that are particularly relevant in
the audit of fair value accounting estimates
in times of market uncertainty.

Auditors are encouraged to refer to this
practice alert titled “Challenges in Auditing
Fair Value Accounting Estimates in the Cur-
rent Market Environment”. It is available at
the IFAC website at http://web.ifac.org/down-
load/Staff_Audit_Practice_Alert.pdf.

Impairment of Assets
FRS 136 requires an entity to assess at

each reporting date whether there is any
indication that an asset may be impaired.
If there is such an indicator, the entity
shall estimate the recoverable amount of
the asset. Auditors are reminded that cli-
ent management shall be the party mak-
ing the impairment assessments with the
required rigour; and it is inappropriate for
auditors to do impairment assessments on
behalf of the client because, if they did so,
their audit independence would be im-
paired. Instead, the auditors must insist
that the client management carry out its
obligations.

Before arriving at their conclusion, au-
ditors need to carefully assess the estima-
tion used by the management for this pur-
pose. If the recoverable amount is less than
its carrying amount, the asset is impaired
and the impairment loss shall need to be
recognised immediately in the income
statement.

It is important that relevant questions
are asked and assessments made on the
reasonableness of the responses received
before a conclusion is drawn.

ISA 500 and ISA 700, The Independent
Auditor’s Report on a Complete Set of Gen-
eral Purpose Financial Statements require
the auditor to obtain sufficient appropriate
audit evidence to be able to draw reason-
able conclusions on which to base the au-
dit opinion and the auditor should evalu-
ate the conclusions drawn from the audit
evidence as the basis for forming an opin-
ion on the financial statements.

Auditors, Look Out for These in the Coming Peak Season …

AT
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Insider trading attracts a lot of atten-
tion from outsiders such as substan-
tial shareholders, financial market
analysts, brokers, lawyers and ac-

countants. An immediate effect of insider
trading on the market can be observed in
subsequent trading sessions, returns, trad-
ing volumes, bid-ask spreads and liquidity.
The integrity of stock market efficiency hy-
pothesis does seem to be damaged by the
insiders, i.e., they earn abnormal returns on
trading days. Under the efficient market hy-
pothesis, all traders share the same expec-
tations and therefore all new information is
fully impounded in the share prices, and
therefore there should be no abnormal re-
turns.

Insider trading has been blamed for intro-
ducing noise into share prices, and the en-
forcement of insider trading laws has been
emphasised vigorously. In most developed
countries, insider trading laws and regula-
tions have been implemented which require
that the insiders’ report details of their trad-
ing to a country’s official regulator such as
the Securities and Exchange Commission
(SEC) in the U.S. The actual number of days
after which all insider trades have to be re-
ported to respective regulators varies from
within 2 days in the U.S. to 14 days in Malay-
sia. In some other countries such as Spain,
insider trading is still illegal. The advantages
of regulating insider trading are: it enables
other market participants to be at par with
informed traders i.e., reduction in the infor-
mation asymmetry; price discovery and re-
duction in abnormal returns. Such laws are
in place to mitigate any negative or destabi-
lising effect that would reduce investors’ con-
fidence in the markets. There are records of
insider traders having been prosecuted.

This paper provides an analysis of the
changes in the directors’ shareholdings
(hereafter referred to as insider trading)
of Malaysian firms. We obtained informa-

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

Insider Trading in Malaysia
Dr. Rashid Ameer and Dr. Radiah Othman

Insider trading is known as acquisition or disposal of a firm’s shares
by its own managers, directors and major shareholders.

This table reports the total number of shares purchased and sold by insiders over the period of
Jan 2007 to July 2008. In parentheses are the numbers of transactions that occurred during the
stated months. The last column shows the purchases as percentage of total sales plus purchases.
Panel B shows the frequency distribution of insider trading by industry sector.

Table 1 Director Trading Statistics

Panel A

2007

Month Purchases Sales Total Volume Purchases %

Jan 24,471,475 (42) 21,348,037 (52) 45,819,512 53.41
Feb. 5,022,900 (36) 29,134,900 (75) 34,157,800 14.70
Mar 11,315,480 (132) 18,806,696 (72) 30,122,176 37.57
Apr 2,035,500 (35) 6,735,296 (49) 8,770,796 23.21
May 8,068,399 (26) 545,200 (20) 8,613,599 93.67
June 9,442,995 (43) 10,911,532 (35) 20,354,527 46.39
July 6,692,000 (42) 9,860,400 (41) 16,552,400 40.43
Aug 1,701,000 (6) 3,642,100 (17) 5,343,100 31.84
Sept 22,337,905 (25) 2,271,700 (50) 24,609,605 90.77
Oct 3,602,700 (17) 21,541,429 (45) 25,144,129 14.33
Nov 14,056,300 (34) 633,200 (17) 14,689,500 95.69
Dec 2,616,299 (35) 633,400 (14) 3,249,699 80.51
Total 111,362,953(473) 126,063,890(487) 237,426,843(960)

2008

Jan 2,072,100 (44) 564,000 (11) 2,636,100 78.60
Feb. 7,992,700 (54) 24,017,210 (24) 32,009,910 24.97
Mar 2,455,200 (58) 1,556,000 (20) 4,011,200 61.21
Apr 13,501,000 (60) 8,725,582 (30) 22,226,582 60.74
May 21,981,000 (45) 12,939,238 (29) 34,920,238 62.95
June 13,410,454 (104) 17,561,000 (29) 30,971,454 43.30
July 27,959,800 (145) 13,748,000 (16) 41,707,800 67.04
Total 89,372,254(510) 79,111,030(159) 168,483,284(669)
Aggregate 200,735,207(983) 205,174,920(646) 405,910,127(1,629)

Panel B

Sector Purchases Sales Total volume Purchases %

Construction 1,170,700 8,691,992 9,682,692 11.87
Consumer 19,846,233 18,209,400 38,055,633 52.15
Finance 11,071,500 837,600 11,909,100 92.97
Industrial 68,107,420 73,785,712 141,893,132 48.00
Infrastructure 6,033,395 20,000 6,053,395 99.67
Plantation 27,073,805 15,486,600 42,560,405 63.61
Property 29,754,300 31,559,929 61,314,229 48.53
Technology 8,827,900 4,362,000 13,189,900 66.93
Trading 28,849,954 52,221,687 81,071,641 35.59
Aggregate 200,735,207 205,174,920 405,910,127 49.45

Source: These figures are based on the authors’ own calculation using data on changes in the directors’
shareholding available from Bursa Malaysia WebPages.
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tion about the purchase and sales transac-
tions made by directors in open market (in-
siders) for a total of 264 Main Board firms,
from January 2007 to July 2008 using the
Bursa Malaysia website. Out of these 264
firms, 27 firms are components of the KLCI
100 benchmark Index. A total of 1629 trans-
actions took place over this period of which
share purchases and sales were 983 and
646 respectively.

The aggregate purchase transaction ex-
ceeds the aggregate sales transactions (see
Panel A Table 1). The volume of shares
traded show that total number of shares sold
is higher than total number of shares pur-
chased. It is interesting to observe that in-
siders’ sales reduced from 487 to 159 trans-
actions, whereas, insiders’ purchases in-
creased from 473 to 510 over the time pe-
riod in this study. Furthermore, we found
that 29 firms accounted for 57 per cent of
the total insiders’ purchases compared to
20 firms which accounted for 49 per cent of
the total insiders’ sales. Panel B shows the
frequency distribution of insider trading ac-
tivity by industry. The main purpose of

showing this distribution is to give informa-
tion to potential investors about the activi-
ties of corporate insiders in the respective
sectors.

Overall, relative to the insiders of other
industries, corporate insiders of the Indus-
trial sector are the most active in purchases
and sales. The insiders in other sectors such
as trading, property and construction are
net sellers, whereas the insiders in the plan-

tation and technology sectors are net buy-
ers. The ratio of sales to purchase of these
sectors present interesting patterns of in-
sider trading. For example, in the construc-
tion sector, the ratio of insider sales to pur-
chases is 7.42:1, which means that for ev-
ery eight shares sold only one share is pur-
chased. Furthermore, a yearly comparison
among the sectors (not reported) shows
that the insiders of construction, finance,
plantation and trading sector purchased a
higher number of shares in 2007 compared
to 2008 relative to other sectors. The insider
sales were the highest for the consumer
goods sector in 2008 as compared to 2007.

At first, given a relatively large number

of share acquisition transactions made by
directors of these firms, one might expect
that the insiders of these firms might have
purchased (or sold) a large number of
shares into the market, but on the contrary,
we observed that the insiders in these firms
have purchased shares frequently, but in
smaller lots. For example, the directors of
Globetronics Company Bhd frequently pur-
chased smaller lots of 10,000, 20,000 and
30,000 shares during January, February and
May of 2008. In one case, the Managing
Director of UNISEM (M) Bhd. acquired
smaller blocks of shares in 2005 but during
May and June of 2007, he acquired large
blocks of 4,550,000 and 2,150,000 shares in
the firm and gained substantial control over
the company.

However, the same cannot be said of
shares sales (disposals). We observed dif-
ferent patterns of directors’ share sales ei-
ther in bigger lots or in smaller lots of ap-
proximately equal size. For example, the
total number of shares sold at any one time
by a director of WCT Engineering Bhd
varies from 500,000 to 5,000 in 2007. We
found in one case that one director of PJI
Holding Bhd sold shares in the open mar-
ket over the sample period to reduce his
substantial shareholdings from 16 per cent
in 2006 to nine per cent in 2007.

Macro-economic factors and
Insiders’ trading

We also examined the impact of macro-
economic factors on the trading. In particu-
lar, the directors might be affected by an in-
crease in inflation rate, seen in recent years
due to increases in oil and commodity prices,
which would have motivated them to sell
shares to smooth their consumption expen-
diture assuming that the salaries are not in-
dexed to inflation rate. Fig-1 shows that the
changes in CPI% have strong impact on the
directors’ share sales. When the CPI% in-
creased from 1.82 per cent in September to
1.92 per cent in October 2007, directors’ sales
increased from nine to 86 per cent respec-
tively. It was the lowest level of directors’
purchases in the month of October 2007.
However, the total number of purchase trans-
actions increased in the subsequent month
but further sales dropped to lower levels sug-
gesting that consumption pressure on the
directors might have temporarily eased off

This figure shows the relationship between changes in CPI% and insiders’ trading for a sample
of 264 Main board companies from January 2007 to July 2008. The secondary y-axis (right-hand
side) shows the percentage of directors’ share sales and purchases, and primary y-axis (left-
hand side) shows the changes in CPI%.

Figure 1 Impact of Changes in CPI% on Insiders’ Trading
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but there was an immediate reversal in the
trend starting from January 2008. Although
the total number of sale vs. purchase trans-
actions was lower the volume of shares
offloaded in the market was three times the
total volume of share purchases.

From these preliminary statistics, we
can conclude that economic factors such
as inflation affect insiders’ trading in Ma-
laysia. However, it would be interesting to
know why the directors gradually built up
their stakes in their firms, and then dispose
of shares in quite a haphazard fashion. We
explore these issues in the next section.

Firms’ Characteristics and
Insiders’ Trading

There are many possible reasons as to why
insiders buy or sell shares of their own firms.
A popular view held by most academics and
researchers is that, the insiders have private
information about any future happenings that
might affect the future cash flows of their
firms enormously, and, depending upon their
expectation about the firm’s future as good
or bad, insiders purchase or sell their shares
to make investment gains or to avoid major
losses. Future events such as expectation
about earnings, dividend changes, impend-
ing takeovers, frauds revelations, major in-
vestments, and other qualitative non-finan-
cial factors have been associated with insid-
ers’ decisions to sell (or purchase) shares of
their own firms. In the subsequent sections,
first, we examine the impact of the year-end
financial results on the directors’ purchases
and sales of their own firms’ shares. Second,
we investigate the impact of financial distress
or fraud revelation on the directors’ trading.
a) Financial Year-end effect on
directors’ trading

Fig 2 shows that there is evidence of rela-
tively fewer purchases prior to the release
of quarterly-yearly financial results in 2008
compared to 2007, however, the number of
these transactions swelled after half-yearly
financial results were announced. This evi-
dence is in line with the information asym-
metry hypothesis that would predict higher
purchases as insiders have private informa-
tion about the firms’ future prospects. On
the other hand, Fig-3 shows that there was
a lower level of sales transactions in 2008
compared to 2007, and there was a decreas-
ing trend until the quarter-yearly results in

Insider Trading in Malaysia

This figure shows the total number of directors’ share purchase transactions from January 2007
to July 2008. The x-axis shows the number of days to the end of the financial year and y-axis
shows the total number of transactions.

Figure 2 Insider’s Share Purchases January 2007 - July 2008

This figure shows the total number of directors’ share sales transactions from January 2007 to
July 2008. The x-axis shows the number of days to the end of the financial year and y-axis shows
the total number of transactions.

Figure 3 Insider’s Shares Sales January 2007 - July 2008
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2007. However, such a trend was absent dur-
ing the year 2008. These trends in pur-
chases and sales might seem to suggest that
directors are contrarian traders and have a
tendency to purchase (sell) shares when the
share prices are low (high).

From the above, we can derive several
interesting characteristics of directors’ trad-
ing over the sample period. First, directors
are frequently involved in buying and sell-
ing their own firms’ shares before and after
the reporting of full-year financial results.
Second, the number of shares purchased
at any given time always exceeds the num-
ber of shares sold. In other words, direc-
tors are net buyers. Third, directors’ trad-
ing does not stop at any time and continues
throughout the year, showing that director’s
financial assets allocation strategies are tac-
tical rather than strategic.
b) Interim and Final dividends factor

Insiders might also trade frequently before
and after the dividend announcement and
actual payments. In Malaysia, most firms pay
interim as well as final year-end dividends.
Since insiders often have material private
information prior to announcements of ma-
jor dividend changes such as the size of in-
terim dividends, their own trading activity
would significantly reflect the proposed
changes in the dividend policy. The insiders
might react positively (negatively) to in-
crease (decrease) in dividend and purchase
(sell) more shares to increase (decrease)
their proportionate shareholdings. We found
that a director of SEE HUP Consolidated
purchased 1 million shares on 18 July 2008,
prior to the announcement on 26 August
2008, of an increase in the size of the interim
dividend from RM 0.02 to RM0.03 per share.
Similarly, the directors of YNH Property pur-
chased 1,894,000 shares during July 2007,
prior to an announcement on 27 August 2007
of an increase in the size of the interim divi-
dend, and also these directors purchased
360,000 shares from 23 June to 26 June 2008,
one day before the announcement of an in-
crease in the interim dividend from RM 0.05
to RM 0.06 per share.

There is also evidence of insider trading
at ex-dividend dates. In the case of Tong Herr
Resources Bhd., and WCT Engineering Bhd,
we found that directors sold 40,000 and
195,000 shares respectively at interim ex-divi-
dend dates in August and October 2007. In

the case of the latter, directors traded in lots
of 5,000 each and sold these lots successively
at prices varying from a low of RM 8.10 to a
high of RM 8.40. Thus, our finding seems to
suggest that the directors of Malaysian firms
in our sample do trade on private informa-
tion about the changes in the interim and fi-
nal dividends, and also directors trade after
ex-dividend dates to gain from unexpected
increases in the prices. It is our conjecture
that the market would respond to this joint
signalling i.e., dividend changes and direc-
tors’ trading around dividend announcement
and it could be an interesting area to explore
in a future research setting.
c) Mergers and Acquisitions

An unprecedented increase in directors’
purchases can also be a sign of safeguard-
ing against hostile takeover bids from rivals,
whereas, in the opposite case, increase in di-
rectors’ sales can be suspected as a means
to topple unpopular management with a
promise that acquirer firms would provide
the director new shares in the merged firms.
Although there are provisions in the Malay-
sian Code on Takeovers and Mergers pro-
hibiting insider dealing in the context of take-
overs, there has not been any investigation
made known to suggest that this provision
has been nullified by the action of directors.
Under the Securities Industry (Amendment)
Act 1998 new provisions under Section 90
indicate that an insider shall not acquire or
dispose of, or enter into an agreement for, or
with a view to the acquisition or disposal of
corporate securities. A person who contra-
venes or fails to comply with these provisions
is liable upon conviction to a fine of not less
than RM 1 million and imprisonment of a
term not exceeding 10 years. The Securities
Commission of Malaysia has the power to
institute civil proceedings against the offend-
ing person whether or not the person has
been charged for the offence or whether or
not a contravention has been proved in crimi-
nal investigation.
d) Financial distress and Fraud Revelations

Corporate wrongdoings and of frauds,
revelations and misappropriation of funds
by managers or directors might also moti-
vate insiders to sell shares of their own
firms to avoid loss of reputational capital.
We found three cases of fraud revelations
in our sample and of directors offloading
504,000 shares after fraud revelations. In
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the case of one financially distressed firm
(i.e., according to Bursa Malaysia’s
amended PN17 classification for distressed
companies), we found that a director dis-
posed of 50,000 shares in the stock mar-
ket.

Conclusion
The major findings of this study can be

summarised as follows- first, insiders’ trading
in Malaysia has been strongly influenced by
macro-economic factors such as the recent
changes in inflation rate. Secondly, we argue
that year-end financial results and dividend
changes are also important factors behind
directors’ trading. We argue that timeliness
of the information regarding the insider trad-
ing by Bursa Malaysia have material value to
potential investors, i.e., information about
changes in the directors’ shareholdings due
to acquisitions/disposals of shares in the com-
pany should be made available in a timely man-
ner so that market participants experience
less or no information asymmetry. If such in-
formation is not provided to potential inves-
tors within the mandatory time period of 14
days, these investors are likely to lose due to
delay in the disclosure by Bursa Malaysia,
thus, underlining its lack of efficiency in keep-
ing up transparency in the Malaysian capital
market.

Our finding begs the question of do ac-
countants/auditors have any role to play
given widespread insider trading in Ma-
laysia. In other words, should accountants
represent the interests of management, of
the investors, or of society as a whole. As
accountants have increasingly become
company advisors, the big-4 that do the
majority of corporate accounting whereby
the two functions of supervision and ad-
vice can be entangled, we argue that ac-
countants should be trained to use finan-
cial market forensics besides fraud detec-
tion tools. In particular, internal control
mechanisms should be strengthened or
developed to detect insiders’ brazen trad-
ing on private information.

Dr. Rashid Ameer is a Research Fellow in the
Accounting Research Institute at Universiti
Teknologi Mara. He can be contacted at email:
rashidameer@salam.uitm.edu.my. Dr. Radiah
Othman is Head of the Financial Reporting Cen-
tre in the Accounting Research Institute,
Universiti Teknologi Mara. She can be contacted
at email: radiah421@salam.uitm.edu.my
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In response to this global demand,
accounting analysts have debated
the need to establish new accounting
approaches culminating in the birth of

“environmental accounting” as the way for-
ward in total accountability to the en-
vironment. This is augmented by the
introduction of several award schemes
in Europe and North America de-
signed to encourage and develop the
use of environmental accounting.

The awareness on environmental
reporting was first felt by commod-
ity-based organisations that have
always been conscious of account-
ing needs particularly on issues
such as efficient resource planning,
control and disposal of waste, and
societal demands on organisations
to ensure that they do not degrade
the surrounding land, water and at-
mosphere.

However, in recent times there
have been deeper concerns over the
environment because of changes to
the global climate. This has some-
what hastened the demand for pub-
lic accountability, which in turn stimulates
the need for organisations to apply environ-
mental accounting as an essential tool. Pres-
sure is now building on all businesses to use
less electricity because heavy consumption
could lead to heavy emissions of carbon. Al-
ternative sources need to be developed to
eliminate, if not reduce, hazardous carbon
dioxide by, say, planting trees to sequester
carbon dioxide equivalent to that generated
by the business. All of this requires invest-

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

Environmental Accounting
Challenges and Issues

Dr. Hassan Ali

For too long, men have underestimated the importance of the environment in planning their
physical needs. But over the last decade vociferous demands have been echoing from every

continent, calling for serious action by governments and organisations to be more accountable to
the environment.

alternative approaches include a ‘mass-bal-
ance’ or ‘eco-balance’ method wherein a sys-
tem-based approach is implemented to pro-
vide details of all resources used by the
organisations (input) being traced through

their eventual end (output), whether
as a complete product, packaging
emission or waste.

All these approaches serve to sup-
port the predominant role of environ-
mental accounting as a provider of
information for users and decision-
makers to assess the costs and ben-
efits associated with environmental
performance through company-wide
implemented strategies. Examples
of these actions include assessing
the financial budget by calculating
costs against benefits and the poten-
tial environmental impact.

However, in the absence of a com-
prehensive framework, organisations
will encounter serious impediments,
particularly on the guidelines of as-
sessing the complexity in the decision
making and planning for successful
implementation. Hence, one of the

most fundamental courses of action in envi-
ronmental accounting is to establish a
framework that serves as a policy to guide
organisations towards developing an envi-
ronmental accounting approach. These in-
clude:
(a) The need to undertake long term deci-

sions and commitments. Hence, the role
of environment accounting to provide con-
sequential information on both long and
short term impacts.

ments and a different approach towards mea-
suring pre-emptive costs to inculcate environ-
mental friendly strategies. While there were,
and still are, encouraging efforts by regula-
tors to cajole organisations to provide rel-

evant environmental information as part of
disclosure requirements, less has been done
to formulate accounting techniques that
could be applied in environmental account-
ing.

There are various approaches to environ-
mental reporting. Some approaches attempt
to put a cost on environmental damage
caused by the organisation prior to determin-
ing its profits. This approach is commonly
referred to as the ‘full costs’ approach. Other
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to fully comprehend environmental reporting without consider-
ing the economic and societal aspects.

Secondly, biophysical environmental information and its related
by-products are difficult to quantify. How are financial stocks and
cash flows measured against environmental information? Will so-
cietal perceptions of a company’s environmental performance be
measured against its physical production output vis-á-vis its stock
performance? Malaysia has yet to adopt a framework to consider
the relationship between financial stocks and environmental
accounting similar to those adopted by the British Standards
Institution (BSI) using the Six Sigma approach. (visit
www.projectsigma.co.uk/Toolkit/EnvironmentalAccounting.asp ).

Thirdly, the question arises as to whether market forces drive en-
vironmental accounting or vice versa. This is an important question
and should not be underestimated because the series of actions on
environmental performance that could determine management’s
resolution towards achieving world class efficiency are influenced
to a large extent by external forces such as stakeholders’ demands,
government legislation and local community needs. Environmental
accounting that is driven on the basis of market forces can be ma-
nipulated for the sole consumption of external parties.

Conversely, environmental accounting that is driven by a genu-
ine interest to provide reliable information will effectively enhance
the organisation’s credibility both socially and economically. The
US-based International Federation of Accountants (IFAC) has pub-
lished international guidelines on Environmental Management
Accounting (EMA) that establishes the roles of managers and
the relevant accounting information aimed at promoting relevancy
and transparency for users.

Finally, conventional accounting does not provide the provision
of accrual accounting on external expenses relating to environmen-
tal costs. Clearly, this will discourage organisations to internalise
their external environmental costs because traditional accounting
does not provide the mechanisms to recognise such costs. Most
organisations, restricted by the provisions of conventional account-
ing, subsequently retain the environmental expenses at full cost
without the benefit of applying accrual base accounting.

As Malaysia is economically preparing to develop its commod-
ity sector into one of its engines of growth, many organisations
will be caught up in the need to establish corporate environmen-
tal accounting. World bodies like the United Nations Environmen-
tal Program (UNEP), World Resource Institute, International
Chamber of Commerce (ICC) and the International Organisation
of Standardisation (ISO) are pressurising organisations worldwide
to incorporate environmental friendly strategies as part of their
corporate philosophy. This is complemented by investors who are
mindful of the link between corporate value and environmental
performance, reaffirming the increasing global awareness of tack-
ling environmental problems. Simultaneously, there will be in-
creasing pressure for accountants to provide information on the
company’s economic, environmental and social performance.
Environmental accounting will remain as the means to the end of
providing such information.

The writer is an Associate Professor with the Graduate School of Busi-
ness, Universiti Sains Malaysia. He can be contacted at hasanali@usm.my

(b) The level of risks that organisations should consider and the
returns on its investment (ROI) because organisations exist to
maximise shareholders’ wealth. Over exposure to risk could
lead to shareholder’s right to challenge the company to con-
tinue as a going concern. Environment accounting serves to
identify these risks, recognise and measure them whenever
possible, and balance the returns.

(c) Providing sufficient and reliable information beyond the fi-
nancial figures because environmental management may re-
quire only quantified physical information such as emissions
to land, water or air.

(d) In the organisation’s daily business activities, environmental
accounting should establish mechanisms to generate sufficient
information on environment performance against its invest-
ments aimed at regularly assessing its efficiency and effec-
tiveness. This information could be either ex ante where it
relates to expected information or ex post when relating to
past environmental accounting.

Once a framework is developed, organisations could begin iden-
tifying steps to initiate implementation. The adoption of environ-
mental accounting requires a step-by-step approach that embeds
the relevant accounting concept into daily accounting practices.
Below are the typical steps that organisations can adopt to intro-
duce environmental-based accounting.

Problems and Issues
There are four identifiable problems associated with environmen-

tal accounting. Firstly, over the last decade, the development of
‘social responsibility reporting’ and ‘corporate social responsibility’ has
also risen in importance. The broader provision of the term ‘social
responsibility reporting’ encompasses the environmental and social
accounting aspects. This has led to the development of ‘triple bot-
tom line’ where information on social, environment and economic
performance of the organisation needs to be disclosed.

To some extent, this development complicates any attempt to
identify environmental reporting as a stand-alone provision that
warrants an independent guideline. Consequently, it is difficult

Adoption of Environmental-based accounting

Identify the Assess the relevant Compute the
resources, environmental environmental
materials  impacts operation,
and energy flows, e.g. physical and investment
and their impact on life cycle budgeting and
the environment assessment target pricing both

for short and long
term planning

Develop pre and post assessment mechanism

Post assessment Reconcile the pre Apply environmental
information and post assessment cost accounting
disclosed to users by analysing the cost (e.g. activity based
and management benefit analysis costing, variable
for decision making and absorption
and continued costing).
application
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Introduction
The pricing of Construction Contracts

(‘Contracts’) is generally divided into three
categories as follows:

Requirement/components/facilities
that need to be provided prior to com-
mencement of any actual implementa-
tion of physical work. This category
is generally referred to as ‘Preliminar-
ies;

Components that involve actual imple-
mentation of main works; and

Components that involve works/sup-
plies that are of special nature that is
generally to be undertaken by contrac-
tors who have knowledge and facilities
that are relevant to the specialised na-
ture of the works to be done. The works
under this third category is generally
categorised as ‘Prime Cost Items’.

The provision of components included
under Preliminaries is generally the re-
sponsibility of the Main Contractor (Con-
tractor). The implementation of the Main
Works is the responsibility of the Contrac-
tor. The implementation of the Specialist
Works is generally undertaken/imple-
mented by sub-contractors (Sub-Contrac-
tors) who are evaluated, selected and ap-
pointed by the Client but the legal contract
is between the Contractor and the ap-
pointed Sub-Contractor.

The quantum of cost of ‘Preliminaries’
has been observed to be between five and
15 per cent of the overall cost of ‘Contract’
value in respect of Building construction
costs. However in the case of ‘Contracts’
for ‘Infrastructure’ ‘Works’ the percentage
could be between two and five per cent.

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

Effective Management and Audit of

 Construction Contracts
PRELIMINARIES

Gursharan Singh
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The percentage would be dependent on the
type, location and size of ‘Main Works’.

This article will refer to requirements/
components/facilities that are included
under the ‘Preliminaries’ category.

Types of Requirements/Components/
Facilities in ‘Preliminaries’

The requirements/components/facili-
ties normally include the following:
� Site Office Buildings (Rented/Leased or

constructed— Permanent/Temporary/
Mobile Cabins);

� Equipment for Site Office (Computers,
Printers, Signboards, Notice Boards,
Survey Equipment, Plan Printers, etc.);

� Accommodation for Site Personnel (Offic-
ers/Workers — Permanent/Temporary;

� Vehicles for Supervisory Officials (Type
& Quantities including Operations &
Maintenance);

� Compliance with requirements of Regu-
latory Authorities (Approvals/Permits/
Reports);

� Site Safety Measures (Works and Work-
ing Conditions - Fire Extinguishers);

� Financial Safeguards (Per formance
Bonds, Insurance Policies);

� Security of Site, Works & Materials
(Guards, Fire Safety, CCTV,);

� Health Requirements (Site Conditions &
First-Aid Facilities);

� Progress Reports (Briefings, Written,
Electronic, Cameras);

� Courier/Mail/Postage Services;
� Printing & Photostat Copy Services; and
� Diversion of Utilities, Railway Tracks,

Facilities, etc.
(The above is not a comprehensive list

and is subject to change and dependent on
the type, location and scope of ‘Works’ in-
cluded in the ‘Contract’).

 It is the practice of some Technical Con-
sultants to include a provision for ‘Contin-
gencies’ in the ‘Preliminaries’. The inclu-
sion of ‘Contingencies’ can also increase
the quantum of CIDB Levy if the provision
for ‘Contingencies’ is included in the ‘Con-
tract’ value as stated in the issued Letter
of Award/Acceptance as this LOA amount
is generally deemed to be Cost of Works
on which the CIDB Levy is computed. Fur-
ther, the inclusion of ‘Contingencies’ in the
LOA value provides opportunities for
fraud. It is strongly recommended that in-
clusion of any ‘’Contingencies’ sum should
never be permitted by the ‘Client’ as this
would be the best internal control and pre-
ventive measure against the abuse of the
‘Contingencies’ sum.

Method of Pricing of ‘Preliminaries’
and Financial Implications

The method of pricing of the various Re-
quirements/Components/Facilities is gen-
erally in ‘Numbers’ or ‘Lump Sum or Sum’.
Each method has a financial implication.

The financial implication of categorisa-
tion as ‘Lump Sum or Sum’ is that the
amount entered in the contract documents
would have to be paid even if the actual cost
were to be lower. In the event of any vari-
ance in number the rate payable would be
higher in the event the component had
been overpriced. It is a rare occasion of a
reduction in numbers stated as required.
Thus in either case the loser could be the
‘Client’.



29December 2008 • ACCOUNTANTS TODAY

Effective Management and Audit of Construction Contracts

The financial implication of the use of
Lump Sum or Sum categor y for some
components is shown to illustrate the ad-
verse ef fect to the Client. These ex-
amples are based on actual audit of ‘Con-
tracts’.

Component ‘Lump Actual
Sum’ Cost

Amount

(RM Mil) (RM Mil)

Insurance Policies  7.0 2.0

Vehicles (6 Numbers)  2.0 0.8

Site Offices  3.0 1.2

Office Equipment  1.6 0.7

Client’s (Technical Consultants)
Responsibility for ‘Preliminaries’
It is a common practice for appointed

Technical Professionals advising their ‘Cli-
ents’ to assign the responsibility for pro-
viding the ‘Preliminaries’ components/fa-
cilities to the ‘Contractors’. However ‘Cli-
ents’ who have certain components within
their organisations can and should be ad-
vised to limit the components/facilities to
be provided by the ‘Contractors’ by pre-
scribing that certain components/facilities
would be provided directly by the ‘Client’.
The selected components/facilities should
not be included in the original scope of
components/facilities to be provided by
the contractor and the ‘Contractors’ should
be informed of this through the inclusion
of a condition in the contract documents
to enable him to be aware of this condition
in pricing of the ‘Works’ to be constructed.
Below are some examples of components
that can be provided by ‘Clients’.

� Site Office Buildings (Rented/Leased or
Mobile Cabins);

� Equipment for Site Office (Computers,
Printers, Signboards, Notice Boards,
Survey Equipment, Plan Printers, etc.);

� Accommodation for Site Personnel (Of-
ficers/Workers —Rented/Leased or
Mobile Cabins);

� Vehicles for Supervisory Officials (Type
& Quantities including Operations &
Maintenance);

� Courier/Mail/Postage Services; and

� Printing & Photostat Copy Services.

Responsibility of Auditor (Internal/
External)

 The primary responsibility of determin-
ing the scope of requirements/compo-
nents/facilities in the ‘Contract’ rests with
the ‘Client’. However the Auditor is in a
unique position to make a positive contri-
bution to the reduction of the ‘Contract’
cost. This is only possible if the Auditor
visits the ‘Works’ site and observes the
type of facilities procured with costs, their
use and their ultimate disposal. To achieve
this objective it is important that the Au-
ditors enhance their knowledge by visit-
ing other construction sites and observ-
ing their requirements/components/fa-
cilities.

Recommendations
It is recommended that ‘Client’ should

provide components listed above directly.
The benefit of such direct provision by the
‘Client’ can include the following:

� Reduction in overall cost of the compo-
nent/facilities;

� Reduction in quantum of CIDB Levy due
to reduction in Cost of Works (in Malay-
sia); and

� Availability of mobile buildings, vehicles
and office equipment for future use on
other ‘Works’.

In the event components in item (c)
above cannot be used in-house by the ‘Cli-
ent’, they can be donated to deserving/
needy charitable or other organisations.
These donations will provide the ‘Client’
the opportunity to discharge its Corporate
Social Responsibility.

In the event the ‘Client’ is not able or
willing to provide directly the above re-
ferred components it would be in his in-
terest to categorise the payment to as ‘Pro-
visional’ whereby the ‘Contractor’ would be
required to provide documentary evidence
to support the quantum of claim instead of
paying the amount that is classified as
‘Lump Sum or Sum’ which is not subject

to substantiation with documentary evi-
dence.

The ‘Client’ can also make it a condition
in the contract documents that provision
of certain components be procured from
nominated providers of relevant compo-
nents who would have been evaluated for
their competitive rates and quality of ser-
vices. However this should be subject to
the condition that the costs are competi-
tive when compared to the rates that can
be obtained by the ‘Contractor’. An ex-
ample of such a component would be in-
surance policies.

Conclusion
 The present financial tsunami has

given rise to an economic crisis that ap-
pears to be heading for a possible reces-
sion with retrenchment and unemploy-
ment rising and a substantial reduction in
consumer spending. The erosion of con-
fidence in the financial future of individu-
als and companies with reduction in Gov-
ernment revenues is also expected to
gravely affect the future progress of the
construction and property development
industry. It is expected that profit margins
will fall substantially and in many cases
the companies will face large losses due
to absence of future contracts and pos-
sible abandonment of ongoing ‘Contracts’.
Warnings are being periodically given in
the media by authorities and leading fi-
nancial experts of the impending possibil-
ity of reduced incomes and employment
opportunities.

Thus it has become imperative that Man-
agement of ‘Clients’ including their Audi-
tors should ensure that the existing prac-
tices be re-evaluated to look for avenues/
methods for reduction of costs of ‘Con-
tracts’ as the opportunities of increasing
revenue are slim.

Finally it is very difficult for authorities,
financial and other professionals and es-
pecially individuals to believe any of these
financial experts and regulatory & rating
agencies who only in the recent past were
giving glowing reports of the strength of
the economy and growth around the
world.

Gursharan Singh C.M.I.I.A. is a Trainer-Knowl-
edge Sharer-Audit Officer. He can be contacted
at email: gursharan38@gmail.com

“Reduction of ‘preliminaries’

costs should be the prime

responsibility of management

and auditors.”

AT
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M A N A G E M E N T  &  A C C O U N T I N G

Enhancing Management Accounting Practices in
Malaysian Service Organisations

 What the Present Demands of the Future?
Zubir Azhar and Ibrahim Kamal Abdul Rahman

Managing a company efficiently has been vital to good organisational performance.
The idea of enhancing organisational performance in both the public and private sectors

has been theoretically and practically acknowledged by many scholars, governments
and business communities.
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Generally, to progress well in
organisational activities,
organisations must use a
blend of strategies and ac-

tions to reach the intended objectives.
Hence, deploying competitive means of
achieving them is essential. In this vein,
it is undeniable that the roles manage-
ment accounting offers have been signifi-
cant despite criticism that it has lost its
relevance as claimed by Johnson and
Kaplan (1987).

Whatever the arguments may be, there
seem to be quite a number of positive
views posed by researchers, many of
which are supported by empirical find-
ings. These findings, which were usually
discovered in the manufacturing and re-
tail organisations, emphasised that most
of the time organisations make right de-
cisions based on information produced
from the stream of prevailing manage-
ment accounting techniques (MATs).
Thus, somehow, the critics are opposed.

The Survey in Service
Organisations

Previous studies revealed that MATs
have been widely applied in many
organisations. In view of this, a small-
scale survey was undertaken involving
organisations providing services in the
Northern region of Malaysia covering
Perlis, Kedah, Penang and Perak to de-
termine the extent of MATs used. These
service organisations (SOs), both public
and private, were chosen from a range of
hotel operators, consulting agencies, edu-
cational institutions as well as govern-
ment agencies. The service sector was
chosen because it has always been ne-
glected, to a certain extent, in terms of
its management accounting application,
particularly in Malaysia.

Much emphasis has been placed on
manufacturing companies explaining how
extensive MATs are being used to sup-
port informed decisions. However, we are
of the opinion that SOs also need these
techniques as much as manufacturing
companies do to further experience busi-
ness growth and improve business re-
sults in years to come.

To this end, this survey explores the
extensive use of 16 MATs currently and
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the pattern expected to be used in the
near future to suit individual needs. The
questionnaire contains a series of ques-
tions that first sought 40 respondents’
opinions on whether the application of
MATs should be extended beyond the
current practice to meet the competitive-
ness of the service sector in Malaysia.
Later, questions were asked as to how the
management accounting application can
be further enhanced.

Current Management Accounting
Practices

To understand the need for future man-
agement accounting development, it is

important to get an understanding of the
current management accounting prac-
tices in SOs. Our results on the current
state of management accounting prac-
tices are simplified by first reporting the
extent of MATs in SOs. A cross-sectional
analysis on the practices of MATs re-
vealed a set of findings as depicted in
Table 1.

Table 1 reveals that within the public
SOs, the practices of MATs are still con-
centrated in simple or rather traditional
techniques, but at the same time suggests
composite results that more than half of
public SOs have star ted to adopt ad-
vanced ones. For traditional approaches,

public SOs still favour the use of Finan-
cial Statement Analysis, Product Costing
and Cost Benefit Analysis, followed
closely by Decision-Making Analysis,
Long-Range Forecasting and Priority
Analysis. As for modern approaches, pub-
lic SOs tend to use MBS, Benchmarking
and IAIS to make informed decisions.

On the other hand, the findings on the
advanced techniques used in private SOs
are almost the same as those that have
been found in public SOs. Nonetheless,
the results show that most respondents
perceived several techniques as impor-
tant for better organisational per for-
mance. The adoption of advanced tech-

niques such as IAIS, KPIs, Long-Range
Forecasting, BSC and Benchmarking
ranged between 58% and 89 per cent. This
apparent scepticism of advanced tools is
confirmed by the majority figures shown
above.

Future Management Accounting
Practices

Out of 40 respondents in this survey,
all except one agreed that management
accounting applications in SOs should be
used more extensively. They rationalised
that these SOs, l ike any other
organisations, must revitalise the impor-
tance of having the right techniques for

Table 1 A Cross-sectional Analysis of Current Management Accounting
Practices in Public and Private SOs

Management Accounting Techniques Public SOs Private SOs

(% Use) (% Use)

Activity-based Budgeting (ABB) 26.7 52.9

Activity-based Costing (ABC) 20.0 47.1

Benchmarking 53.3 58.8

Balanced Scorecard (BSC) 20.0 58.8

Cost-Benefit Analysis 60.0 47.1

Decision-Making Analysis 73.3 58.8

Financial Statement Analysis 60.0 47.1

Integrated Accounting Information System (IAIS) 66.7 88.2

Key Performance Indicators (KPIs) 26.7 82.4

Long-Range Forecasting 53.3 64.7

Modified Budgeting System (MBS) 80.0 35.3

Priority Analysis 60.0 23.5

Process Costing 40.0 11.8

Service Costing 60.0 47.1

Ratio Analysis 46.7 41.2

Total Quality Management (TQM) 20.0 23.5
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Table 2 A Cross-sectional Analysis of Future Management Accounting
Practices in Public and Private SOs

Management Accounting Techniques Public SOs Private SOs

(% to be Used) (% to be Used)

Activity-based Budgeting (ABB) 33.3 64.7

Activity-based Costing (ABC) 20.0 47.1

Benchmarking 66.7 70.6

Balanced Scorecard (BSC) 53.3 70.6

Cost-Benefit Analysis 86.7 58.8

Decision-Making Analysis 100.0 82.4

Financial Statement Analysis 80.0 64.7

Integrated Accounting Information System (IAIS) 86.7 94.1

Key Performance Indicators (KPIs) 60.0 88.2

Long-Range Forecasting 80.0 76.5

Modified Budgeting System (MBS) 100.0 52.9

Priority Analysis 80.0 29.4

Process Costing 46.7 11.8

Service Costing 73.3 58.8

Ratio Analysis 60.0 47.1

Total Quality Management (TQM) 40.0 47.1

the right purposes in order to monitor
how effective they are in delivering their
services to the final clients or customers.
This also helps them in formulating bet-
ter planning and making right decisions
for many organisational activities.

Many SOs have shown their interest
and willingness to expand the use of ex-
isting techniques to include those with
more highly sophisticated techniques
into practice for future decision making
activities which are expected to be more
challenging. This suggests a possible
surge in MATs usage among these pub-
lic and private SOs.

The results of the questionnaire distrib-
uted to our respondents in SOs on the fu-

ture management accounting practices
are presented in Table 2.

Based on the usable responses to the
questionaire, respondents perceived that
Decision-Making Analysis, Cost-Benefit
Analysis, Financial Statement Analysis,
Service Costing and Ratio Analysis are
the most appealing traditional techniques
to be used by a majority of public SOs in
the future. The encouraging perceived
impor tance rate of these techniques
could be attributed to their relevance in
addressing the needs of public SOs. This
could also be a possible reason for the
analytical approach they offer in making

significant decisions.
In terms of advanced techniques, most

of the respondents in public SOs rated
TQM, ABC and ABB as the techniques
that are not likely to be used in the fu-
ture but all respondents in public SOs re-
garded MBS as an important manage-
ment accounting tool and plan to use or
continue to use it in later dates to sup-
port the government’s budgetary control
objectives.

The results for private SOs, however,
highlight that the least important tradi-
tional techniques include Process Cost-
ing, Priority Analysis and Ratio Analysis.
These techniques are believed to be used
to a lesser extent due to their perceived

unimportance as well as based on the
claims that not much value can be added
to the existing practices despite their out-
moded styles for internal information re-
quirements for analysis and decision-
making purposes.

On the other hand, the findings on the
advanced tools to be used or continued
to be used in private SOs are almost the
same as what has been found with public
SOs.

Future Developments in
Management Accounting Functions

On an encouraging tone, respondents

forwarded a number of suggestions and
recommendations for future practices
and uses of MATs in their workplace.
They suggest that the application of
MATs can be best promoted by conduct-
ing or attending relevant courses, work-
shops and seminars on a regular basis to
educate and assist them in using appro-
priate techniques as well as updating the
users on the latest development of MATs.

It is interesting to also report that most
respondents suggest that another way to
promote management accounting appli-
cation is through the appointment of
qualified staff (with some accounting edu-
cation background) to perform such com-
pelling and critical management account-
ing functions. This is not only vital in en-
suring that management accounting tools
are put into practice and fully controlled
by people who are capable of performing
functions within their scope of work, but
also to further enhance planning, deci-
sion-making and other critical
organisational activities in Malaysian
SOs.

In line with that, respondents have also
made a very sound and relevant point
with regard to establishing separate man-
agement accounting units in each
organisation to ensure that management
accounting functions are performed ex-
tensively and objectively. It is worth not-
ing that in current practice, over half of
these 40 SOs (53 per cent) do have sepa-
rate management accounting units to per-
form management accounting functions.

This confirms that the effectiveness of
SOs’ activities and the importance of man-
agement accounting applications can be
well appreciated by these units that per-
form specific functions instead of various
functions that look at other workloads as
well. But this should be assessed by con-
sidering the resources and capability of
individual organisations as we appreciate
the complexity and limitations of these
two.

Another point concerns the overall cul-
ture of the organisations. In this regard,
some have suggested that changing
mindset and leadership styles, and build-
ing capabilities and other soft skills in
SOs are the main ingredients for those
techniques to be soundly implemented
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and therefore promote more techniques
to be used in the future that are relevant
to their environment.

Finally, an interesting suggestion was
given by a number of respondents from
public SOs. They suggested that manage-
ment accounting practices be regulated.
According to them, the regulation part
should come from the government in rel-
evant ministries by asking each and ev-
ery government department to meet cer-
tain standards so that they will apply
MATs as instructed.

Recommendations to enhance
management accounting practices

The recommendations given by the re-
spondents suggest that Malaysian SOs
have to consider establishing separate
MA units to manage the implementation
and the promotion of the management ac-
counting functions. Proper planning and
regular promotions also need to be exten-
sively done by way of participating in or
organising seminars and other relevant
courses on aspects pertinent to manage-
ment accounting. In so doing, the partici-
pants are expected to be well updated

with various management accounting de-
velopments, especially the latest tech-
niques, and apply them in their environ-
ments where they think suitable.

Professional accounting bodies such as
CPA Australia, CIMA, ACCA, MICPA and
MIA could play their roles in encourag-
ing the use of MATs in public SOs and
private SOs. This measure is practical in
terms of educating these organisations
about the benefits, effectiveness and im-
portance of management accounting ap-
plications and provides a basis for them
to use the techniques that have been suc-
cessfully implemented in other sectors,
particularly manufacturing companies. In

this regard, appropriate steps should be
taken by all SOs to increase the effective-
ness and ef ficiencies of their manage-
ment accounting functions.

Another aspect to emphasise is infor-
mation technology (IT). As previous re-
search indicated that organisational pro-
ductivity is positively related to IT invest-
ment (e.g. Bhattacharya et al., 1997 and
Clement and Gotlieb, 1987), it is essen-
tial for SOs to invest in specific account-
ing software in order to increase ef fi-
ciency and effectiveness of operations. As

such, this should be considered as part
of SOs’ initiatives to promote MATs.

The final recommendation of MATs in
SOs is drawn from a feedback from the
questionnaires, i.e., lack of skills and
knowledge among staf f. This problem
could have been overcome by hiring
more staf f with appropriate knowledge
and skills. They should also consider ob-
taining appropriate advice from qualified
consultants capable of offering manage-
ment accounting services and advice to
ensure that their understanding and ap-
plication are on the right track and ulti-
mately able to improve organisational
performance to greater heights.

Conclusion
It is perhaps the conclusion of this pa-

per that many are keen to see pointers
for the direction of future empirical and
a more conclusive work in the manage-
ment accounting field. Indeed, we already
have a further questionnaire for those
organisations that indicated a willingness
to apply MATS further. In more general
terms, our findings report that SOs are
inclined to apply more advanced and so-
phisticated techniques. This situation is
compounded by the influence of benefits
and relevancy they bring, where an
organisation would experience better op-
erational results and performance. The
industr y sectors which typically show
above average levels of MATs application
are the manufacturing and retailing sec-
tors. As such, this survey provides an in-
sight for their application in SOs.
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Climbing out of the

Credit Crunch
Richard Aitken-Davies, ACCA President

We are now more than a year into the ‘credit crunch’. An issue which began in one
obscure sector of the US housing market has unfolded over the last 12 months into a

widespread credit and liquidity crisis which, combined with soaring commodity prices,
appears to threaten with a global slowdown. While there is general agreement on what

has happened, there is far less on why it has occurred and it seems that there is still much
to learn about market liquidity.

E C O N O M Y
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The last few years have seen un-
precedented growth in size and
profitability of the global bank-
ing industry. Worldwide profits

in 2006 were $788 billion ‚ more than $150
billion greater than the next most profit-
able sector, oil, gas and coal. Global bank-
ing revenues were six per cent of global
GDP and its profits per employee were 26
times higher than the average of all the
other industries. Some have argued that
such profitability is due in large part to
market imperfections arising from the
regulatory system such as lack of compe-
tition and information asymmetry between
parties to transactions.

Independent surveys also point to a
growing differential in remuneration pack-
ages for CEOs compared with other Board
members. And, over the last decade, remu-
neration of senior staff appears to be grow-
ing at a faster rate than dividends paid to
shareholders.

The prosperity of the banking sector,
nonetheless, positively influenced global
growth in the so-called ‘real economy’. But
while state aid for ailing industries in the
UK and US is now largely a thing of the
past, we appear to be in the curious posi-
tion of seeing institutions in a sector, which
in early 2007 was seemingly awash with li-
quidity, now relying on and securing pub-
lic funding. This is in the form both of loans
from central banks to provide liquidity and
capital injections from other states’ sover-
eign wealth funds.

As a global body representing accoun-
tants and finance professionals, ACCA (the
Association of Chartered Certified Accoun-
tants) has naturally been following devel-
opments in the credit crunch closely, and
has hosted several events to debate the is-
sues and contributed to consultations from
regulators and standard setters. Below, we
summarise our views on the immediate
causes of the problem, and then briefly
examine some of the issues involved in the
credit crunch covering five key areas of
ACCA’s expertise:

Corporate governance.

Remuneration and incentives.

Risk identification and management.

Accounting and financial reporting.

Regulation.

We are very grateful to the experts from
the banking, investment and academic
communities who have helped us in form-
ing these views.

Summary:
Root causes of the credit crunch

Key factors:
ACCA believes that excessive short-

termism, coupled with a lack of account-
ability both within financial institutions and
between management and shareholders, is
at the hear t of the problem. This has
meant:

� Failure in institutions to appreciate and
manage the inter-connection between
the risks inherent in their business ac-
tivities and management and remunera-
tion incentives;

� Remuneration structures/bonuses of
banks being characterised by excessive
short-termism. This neither supports
prudent risk management nor works in
owners’ long term interests;

� Risk management departments in banks
which did not have sufficient influence,
status or power; and

� Weaknesses in reporting on risk and fi-
nancial transactions.

Secondary factors:
Further contributory factors were:

� Over-complexity of financial products
and lack of management understanding
of the associated risks - including the fact
that, currently, there is no genuine mar-
ket for certain asset-backed securities;

� Over-dependence on debt and an as-
sumption of a continuing low cost of capi-
tal environment;

� Scale of issuance of securities and the
inter-connectedness of financial institu-
tions, especially between retail and in-
vestment banking;

� Human weaknesses: a failure to appre-
ciate the influence of cultural and moti-
vational factors such as rigidity of think-
ing, lack of desire to change. An attitude
of “it is not my problem”, inappropriate
vision/drivers and, perhaps most impor-
tantly, human greed;

� Lack of training to enable management
to understand underlying business mod-
els, leading to poor managerial supervi-

sion;

� Lack of rigorous challenge by non-execu-
tive directors possibly caused by poor
understanding of the complexities of the
business; and

� Bad habits and complacency after a pro-
longed bull market.

Corporate governance
ACCA believes that underlying much of

the credit crunch has been a fundamental
failure in corporate governance. While the
financial institutions involved may have
been in compliance with local require-
ments and codes, they have ignored the
key point — good corporate governance
is about boards directing and controlling
the organisations so they operate in their
shareholders’ interests. Boards should be
answerable to company owners, to account
properly for their stewardship and to en-
sure both sound internal control and the
ethical health of the organisations. The use
of overly-complex financial products,
which thwarted effective supervisory con-
trol, and the unethical advancement, at the
point of sale, of loans to people with little
realistic hope of repaying them shows a
lack of basic corporate governance.

A fundamental role of the board is to pro-
vide oversight, direction and control but
also to challenge where necessary. This
does not appear to have happened in many
of the banks. No doubt this is partly owing
to a lack of understanding of the complexi-
ties of the business but more training is
probably only part of the solution. Further
research is needed to understand what in-
hibited boards and managers from asking
the right questions, and understanding the
risks that were being run on their watch.

Remuneration and incentives
ACCA believes that executive remunera-

tion ar rangements should promote
organisational performance. The existing
incentive and career structure of banks
meant enormous rewards but have rein-
forced short term thinking, which has been
one of the major causes of the credit
crunch.

If not addressed, remuneration issues
will continue to frustrate other attempts for
reform. This is a human behaviour chal-
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lenge. Risk management and remuneration
and incentive systems must be linked. Ex-
ecutive payments should be deferred (e.g.
held in an escrow account) until profits
have been realised, cash received and ac-
counting transactions cannot be reversed.
Instead of paying out on paper profits, there
must be a much stronger link to genuine
operational cashflows. These measures
would make the risk manage-
ment function more important
in organisations — risk manag-
ers should be regarded as hav-
ing a status equal to those in
the “front office” and should be
remunerated accordingly.

We question whether the
relative share of bank income
paid as remuneration com-
pared with dividends has been
in the best interests of long
term shareholders. Investors
and shareholders have limited
ability to influence companies
they own. Not all shareholders
invest for the long term and not
all of them have an interest in
holding boards to account for
their stewardship. This is a fun-
damental governance chal-
lenge in capital markets where
shares are widely held, and is
not confined to the banking
sector. The emergence of new
strategies (e.g. using deriva-
tives) for participating in cor-
porate profitability and new
types of shareholder, such as
sovereign wealth funds, com-
pounds the challenge.

One way to help address both challenges
is to ensure that boards and shareholders
receive appropriate, clear, timely and reli-
able information on risk and financial re-
sults.

Risk identification and management
Banks have highly sophisticated risk

management functions; yet recent events
have tested them and found many wanting.
A report from UBS in April 2008 to its
shareholders explaining the reasons for its
write-downs provides a very clear example
of risk management failings, with a clear
disconnect between incentives to senior

staff and risk management.
In early 2007, few senior managers

thought they were betting on the viability
of their banks. It appears they did not un-
derstand the risks and were using risk as-
sessment with tools which were inappro-
priate. Boards may not have expended the
necessary time and energy, and/or lacked
the expertise to ask the right questions.

There seems to have been widespread
misunderstanding about credit ratings.
Some investors may have believed that
‘AAA’ meant ‘safe’. Others were allowed by
their employers to buy AAA rated instru-
ments with little or no further diligence or
consideration of risk. As referred to above,
the risks of such an activity were not
matched to the incentive system. This
meant that traders were able to buy large
volumes of mortgage backed security and
receive a bonus based on the difference
between the yield on the security and the
bank’s internally charged cost of funds.
There was no downside risk for them indi-

vidually. The inherent risk to the bank from
such a trade was enormous but was either
ignored or not recognised.

Such activity generated a huge demand
for AAA-rated securities. Selling deriva-
tives of securities became akin to selling
betting slips. Products were created, pack-
aged and marketed which were a ‘bet’ on
the performance of the reference assets.

Collateralised debt obligations
(CDOs) were created, in part,
because there was an insuffi-
cient volume of underlying
mor tgage-backed security
(MBS) origination to meet in-
vestor demand. These products
relied for their existence on
credit grades as there was no
claim on the underlying assets
in dif ficult circumstances as
there was in an MBS.

In a low inflation environ-
ment, banks’ search for in-
creased yield has encouraged
derivative trading. Derivative
traders are, however, very dif-
ferent from traditional retail
bankers, and the chief execu-
tives of banks may have lacked
the necessary training in these
new products. This, accompa-
nied by complexity and volume
of transactions, in turn facili-
tated by the continuing increase
in computing capacity, meant
that traders were effectively al-
lowed to ‘get on with it’ with
minimal control from the board.
The yields which seemed to be
created, aided by AAA ratings,

mesmerised top management of many of
the major financial institutions. There was
not enough questioning about what AAA
actually meant.

The way risk is accounted for is a pri-
mary driver of capital value. Present prices,
showing points (rather than ranges) in
time are not a good indicator of future as-
set values. Many of the risk management
tools such as VaR (value at risk) assume
that ‘efficient market theory’ works. Effi-
cient market theory in turn assumes a nor-
mal distribution around a mean, and does
not take proper account of the huge risks
posed by derivative market variables,

Climbing out of the Credit Crunch
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which may not move in line with normal
distributions.

Accounting and reporting
The problems of markets’ ef ficiency

have had a similarly major bearing on ac-
counting valuations. Have accounting stan-
dards inadver tently made the credit
crunch worse by turning a crisis of liquid-
ity into one of solvency?

In recent months, there has been a keen
debate in the accountancy profession about
the so-called ‘fair value’ practice of valuing
assets not at original purchase price, or
‘historic cost’, but using current market
value. While in normal times, this seems
sensible, the question arises: what do you
do when there is no genuine ‘market’ to
mark to? Subjective models have to be used
which do not adequately reflect the ex-
treme conditions of the last twelve months.
This has contributed to huge bank write-
downs, which can then pressurise other
players to use the new lower benchmark.
This in turn leads to a temptation to sell
now, before the price gets even lower, and
so the vicious spiral gains momentum.

Banks and regulators have argued that
fair value — one of the key tenets of the
International Financial Reporting Stan-
dards (IFRS) regime now used in Europe
and by listed companies in 100 countries -
is making a bad situation worse. Even some
accountants have called for a ‘smoothing’
of assets values at average market price
over a 12-month period to take the sting
out of the downwards slide in an abnormal
situation.

ACCA believes that for all the current
troubles, the increased transparency of
IFRS and fair value makes it still the best
model available. Any sort of smoothing will
ultimately lead to a diminution of market
integrity and openness. It should not be
forgotten that historic cost led to stagnant
loans and lack of transparency in the Asia-
Pacific economies which was shown up in
the 1997/8 crisis, and which in turn led to
the drive for international accounting stan-
dards. More appropriate than yet another
revision of accounting standards would be
to provide fund managers with better and
more consistent guidance for implementa-
tion of existing standards.

All parts of the accountancy profession

— preparers, standard-setters, and audi-
tors — must learn from the last year and
strengthen the fair value model. They need
to define the parameters where profits and
losses are struck under fair value. Poor
quality loans sliced, diced and parcelled up
in a new wrapping with an AAA sticker
should not be accepted as assets worth
billions of pounds or dollars. Banks’ bal-
ance sheets, which included these CDOs,
did not represent a ‘true and fair’ picture –
and even other banks’ willingness in early
2007 to buy them at a falsely high price
does not change that fact. The credit
crunch is not another Enron as far as the
accountancy profession is concerned -
though in the extensive use of off-balance
sheet vehicles there is a superficial resem-
blance - but preparers and auditors of ac-
counts in the affected organisations legiti-
mately face questions. If credit ratings
agencies and mortgage brokers are most
culpable, the accounting profession must
also accept its share of the spotlight.

Regulation
ACCA does not believe that regulation

is the main driver of the credit crunch and
too great a focus on this area risks deflect-
ing blame from the banks and individuals
concerned. Nonetheless it must be consid-
ered.

Retail banks have a fundamental role in
society and both they and their depositors
need protection. Arguably, investment
banks do not need the same protection but
most large banks now have both retail and
investment banking activities in house. The
issue is both that banks are now too big
for regulators to ensure proper protection
of all depositors, and the blurring of retail
with investment banking. Only direct gov-
ernment action – and taxpayer bailout – of
Northern Rock has stopped people losing
their life savings. This in turn could have
had a larger effect on society if the deposi-
tor base lost faith in the banking system.
This leads to the problem of moral hazard,
with banks being too big to be allowed to
fail.

Clearer rather than heavier regulation is
needed. In the UK, ACCA believes there
is confusion over what the Financial Ser-
vices Authority is trying to achieve and the
extent to which it is committed to protect-

ing the interests of consumers. Depositor
compensation arrangements are not over-
generous by international standards and
addressing this might lead to increased
public confidence in the banking system.
Simplification of over-complex investment
products would help, as would measures
to increase financial literacy. On a funda-
mental level, the regulatory system must
recognise that the relationship of bank and
customer should be one characterised by
trust.

To help achieve this, a separation of re-
tail from investment banking should be the
regulatory goal. Retail banks should be
segregated from other financial institutions
in terms of the activities they can engage
in. Any new product that does not resemble
a deposit or a loan to an individual or a cor-
porate body should be presumed to be a
non retail product and not permitted. All
banking regulatory bodies, nationally and
internationally, should aim for this distinc-
tion as a key policy objective.

It is vital that the public know what they
are putting their money into. Normal re-
tail bank customers were not to know that
banks were taking on wholesale market
risks. There has to be a clear stratification
of savings products. Transparency is key.

The capital requirements regime for
banks should be reviewed. Consideration
should be given to retail banks being of-
fered more protection against crises in li-
quidity with larger buffers built into the
Basel 2 framework. The adequacy of the
close link between accounting numbers
and regulatory capital also needs review-
ing.

ACCA would add one final point about
regulation — credit ratings agencies do not
have any sort of statutory regulation. Given
their considerable role in the credit
crunch, the industry has not been any sort
of example for self-regulation. This
anomaly should be immediately addressed
and agencies brought into line with other
players in the financial regulatory field.

The writer is the Presi-
dent of ACCA. To down-
load the policy paper on
credit crunch please visit
www.accaglobal.com

Climbing out of the Credit Crunch
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The Scholarship Essay
Shiv Prasad

It’s year end soon and there will be many school leavers looking forward to
scholarships for that important tertiary education. Writing the scholarship essay is

a critical step in the scholarship application process because it helps establish
why a particular applicant is deserving of the money. Other scholarship criterion
such as a high examination score and a solid extracurricular background, while

still valuable, do not personalise the scholarship application like the essay does, as
the essay appeals to the emotional aspect of one’s psyche. For this reason it is

important that the scholarship essay is clear, concise and well-written.
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So how does one go about creating
 a masterpiece scholarship essay?
 Well, the very first step would
 involve one absolving themselves

of the notion that only those with talent
have the ability to write well. If a person
can talk they can write. However, because
writing does involve a little bit more
thinking than regular talking, it is
important to follow a few guidelines during
the writing process. These guidelines are
detailed below:

Read other scholarship essays
Reading other winning scholarship essays
is the best way to get a feel of what
scholarship judges are looking for. It may
also help provide ideas during times of
writer’s block. Be careful, however, not to
copy other people’s words unless they are
properly quoted in the scholarship essay.
This applies for both direct quotes and
paraphrased statements.

Use outlines and brainstorm
Outlines are a great tool for a writer to get
their thoughts together. A traditional
outline format consists of a Roman numeral
identifying the main heading, a capital letter
identifying a subheading and numbers
indicating topics under the subheading.
Further points related to these topics can
be denoted using small letters. Of course,
for the scholarship essay an informal
outline could work just as well … all that
really matters is that the writer is aware of
what they want to say before they actually
start saying it.

Don’t be afraid of research
Some scholarship essays seem so essay …
so why does a writer still encounter mental
blocks when starting their piece? This is
perfectly natural even on topics that one
feels they are knowledgeable of. To get the
brain cells functioning again, sometimes
researching on topics directly and
indirectly related to the main topic is
helpful.

Write from the heart
Don’t try to sound like the latest bestselling
author when writing the scholarship essay.
This includes tr ying to sound ‘deep’,
(unless of course ‘deep’ is one’s natural
writing style), and littering the essay with

big words. Scholarship judges can see
through this and are usually turned-off if
they feel an essayist is trying to sound like
someone else.

Be creative
As long as creativity doesn’t distract from
the main theme of the scholarship essay,
and assuming one is still using proper
grammar, don’t be afraid to deviate from
the ‘academic style.’ Believe it or not
scholarship judges are human and tend to
notice essays that touch their emotions in
some way. Anecdotes, emotional personal
accounts and even dialogues are creative
approaches that have been used in winning
scholarship essays. If the scholarship essay
instructions allow for creative expression,
go wild with it.

Use proper grammar and
punctuation

Scholarship essays full of grammatical
errors are the first to be disqualified even
if the content is otherwise compelling.
Therefore it is important that an essayist
is fully aware of the rules of English
grammar and writes in a formal manner.
This means that when it comes to choosing
to write a sentence with a traditional
structure versus a ‘contemporar y’ one, the
writer should opt for the former. For
example, even though it has recently
become acceptable to use and or but at the
beginning of a sentence, it should be
avoided when writing the scholarship
essay. There are still a lot of editors who
feel uncomfortable with the idea of using a
conjunction at the beginning of a sentence,
so why even take the chance? A writer can
never lose when choosing to write
traditionally.

Use a standard essay format
A basic essay format consists of a thesis

statement, three or four paragraphs
expanding on points detailed in the thesis
statement and a concluding paragraph.
This traditional structure, despite being
seen as generic by some writers, works
very well. Why? Because it allows the
essayist to clearly lay out their thoughts
both for themselves during the writing
process and for the judges who are reading
the essay. This is an important factor when
creating the scholarship essay, particularly
for inexperienced writers who may have
trouble clearly expressing the ‘main point’
in a non-traditional approach.

Follow the scholarship essay’s
instructions

It is important that the scholarship essay
addresses the points asked for in the
instructions. No matter how brilliant a
particular piece is, if it goes off on a tangent
discussing irrelevant topics then it has not
achieved the desired objective.

Get someone else to
proofread your work

It is very easy for writers to not catch all
of their mistakes, whether they are
grammatical er rors,  typos or
inconsistencies in the ‘logic’ of their
piece. This is why it is important for
ever yone, even those who have
previously written winning scholarship
essays, to get their work proofread by a
variety of sources.

Don’t get discouraged by ‘losing’
scholarship essays

Just because a scholarship essay didn’t
win doesn’t necessarily mean that it was
bad. Keep in mind that scholarship judges
are responsible for reading hundreds
sometimes even thousands of scholarship
essays. Deciding who will win can be very
difficult. Sometimes the final choice will
be based purely on emotion … the judge
may see factors in an essay that reminds
them of their personal life. It is impossible
to please ever yone. This is why it is
impor tant to apply to as many
scholarships as possible. As long as a
person follows these guidelines and
produces a well-written essay, the power
of numbers shall be on their side. Good
scholarship essays are bound to get
noticed eventually.

“… the very first step would
involve one absolving

themselves of the notion that
only those with talent have the
ability to write well. If a person

can talk they can write.”

AT
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For the first time in human history, the num-
ber of overweight people is on par with that
of underweight people. The World Watch In-
stitute stated that while the world’s underfed
population has declined by 1.1 billion since
1980, a 1.1 billion surge has been observed in
the world’s population of overweight people.

In Malaysia, our Health Minister, Datuk
Liow Tiong Lai, stated that the prevalence
of obesity has more than tripled from 1996-
2006 with four out of 10 Malaysians now
either overweight or obese. It was also
mentioned that obesity is the second most
preventable death after tobacco usage.

It is not difficult to understand the reason
why obesity is so widespread worldwide. Our
current world is one that requires each per-
son to push himself to the limit in order to
survive resulting in people having a hectic
schedule and a stressful life. Because of this,
our eating habits are also at its worst.

Stress has been thought to influence eat-
ing behaviour resulting in under or over-eat-
ing as examined in both animal and human
studies. However, chronic life stress has been
associated with greater preference for un-
healthy, high-sugar and high-fat food. Ac-
cording to a 19-year prospective, population-
based study as published in the American
Journal of Epidemiology, chronic work stress
has been proven to be related to general and
central obesity in a dose-response manner.
In addition, men were more likely to suffer
from this negative effects compared to
women.

Aside from that, our hectic schedules and
increasing reliance on cars or public transport
has also caused us to lead a sedentary lifestyle
which results in obesity.

The Dangerous Burden of Obesity
The rise of obesity has also brought with

The Obesity Epidemic
Do you want to be FAT or FIT?
Do you want others to comment about your obesity? A fit body and an obese body both grab
attention but the former breeds admiration while the later makes you the target of a joke.
Obesity is a growing epidemic that knows no boundaries and it is a chronic health disease
that creeps slowly into society to threaten both adults and children alike.
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it an increased risk of related diseases such
as heart disease, stroke, high blood pressure,
type 2 diabetes, cancer, sleep apnea, gallblad-
der disease and fatty liver disease. While we
are generally aware of these terms and ill-
nesses, many of us do not take this matter
as seriously as we should. Furthermore,
while many of us think losing weight is
about vanity, it can be a matter of life and
death for the overweight and obese people.

By being aware of the risk factors of obe-
sity, one can prevent oneself from becom-
ing obese and thus, avoid the dangers of
obesity. Besides that, it can also be used as
weight loss aids. Losing weight brings with
it many health benefits. It was mentioned
that a weight loss of 5-10 per cent of your
original body weight can lower your risk of
health diseases related to obesity. That is, if
you were 200 pounds (91 kg) initially, you
only have to lose as little as 10-20 pounds
(4.5-9kg) to achieve these health benefits.

DO YOU KNOW IF YOU ARE
OVERWEIGHT OR OBESE?

There are two major ways to determine
if you are overweight or obese:
■ Body Mass Index (BMI)
This is a measure of weight divided by
height squared. Anyone who has BMI
of 25-29.9 is considered overweight
and of 30-34.9 is considered obese.
■ Waist Circumference (WC)
Waist Circumference of more than 90
centimeters (35.4 inches) for men and
more than 80 centimeters (31.5 inches)
for women are considered as abdomi-
nal obesity. A high waist circumference
is associated with an increased risk for
type 2 diabetes, hypertension and car-
diovascular disease.

Examining Obesity - Meal Replacements
The fundamental principle behind a healthy

weight loss regimen is to follow a balanced
diet, checking your calories intake and engag-
ing in regular exercise. A balanced diet is one
that involves daily intake of the correct amount
of carbohydrates, proteins, fats, vitamins and
minerals respectively. This can be achieved
with meal replacements. They are formulated
food that can replace one or more daily meals
and also aid in weight loss by controlling our
daily calorie intake.

Checking our calorie intake is very im-
portant as excess of it will easily lead to
being overweight and obese. For effective
weight loss, our daily calorie intake should
be less than our daily calorie output. Thus,
our body will draw on our fat stores to pro-
vide us with energy and in the long-term
results in loss of body fat.

Do take note that although some foods are
labelled as ‘LOW FAT’, ‘LOW CARBS’ or
‘SUGAR FREE’, it does not indicate that they
have ZERO calories and can be consumed
in unlimited servings. Read the labels to find
out how much calories you are consuming.

Meal replacements have been proven in
various human clinical studies to be effec-
tive for weight management. In a study
published in The Journal of American Di-
etetic Association involving 64 overweight
women aged 18-55, meal replacements
have been shown to be effective for weight
loss and weight maintenance.

They are best taken during dinner time
where our body metabolism is the lowest.
Human metabolism is highest in the morn-
ing and slows down after noon and so we
should have a good morning meal and eat
less during the night. This is because when
our body metabolism slows down, the food
consumed will not be burnt but stored as fats.
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So what are some of the ingredients to search for in meal
replacements?
HOODIA GORDONII

Hoodia gordonii is a cactus-like plant that belongs to the
Apocynaceae family of plants. It is traditionally used by the Khoi-
San people of South Africa and Namibia as appetite and thirst sup-
pressant during their frequent long hunting trips. Human clinical
study by Phytopharm has proven its beneficial effect. The study
which involves 20 obese, free-feeding volunteers, who received
either Hoodia gordonii or a placebo, showed that the groups re-
ceiving the Hoodia gordonii reduced calorie intake by 1,000 calo-
ries per day regardless of physical inactivity and plentiful food
available. This is because it can trick the brain into thinking that
one has already eaten, thus eliminating hunger and thirst.
VEGETABLE AND FRUIT BLEND

Vegetables and fruits provide a wide variety of vitamins and
minerals essential for our health and it is becoming more evident
that intake of diet high in vegetables and fruits are important in
obesity prevention and weight management. A study published
in Obesity Research indicated that diet high in fruit and vegetables
showed greater decreases in overweight and obesity conditions.

Vegetables are complex carbohydrates high in dietary fibres
that are not broken down easily. Thus, they prevent you from
getting hungry quickly as they remain in the digestive tract for
a longer time. Fruits are broken down easily and they help pro-
vide the body with energy. Both fruits and vegetables can aid in
weight management because of their ability to increase the
body’s metabolic rate or the rate at which the body digests food.
B COMPLEX VITAMINS

The B-complex vitamins are a group of 8 vitamins consisting
of thiamine (B1), riboflavin (B2), niacin (B3), pyridoxine (B6),
folic acid (B9), cyanocobalamin (B12), pantothenic acid and
biotin. They are essential as co-factors of various enzymes
which regulate carbohydrate, fat and protein metabolism.
CHROMIUM

Chromium regulates our blood sugar level and helps maintain
a steady level of it in between meals. Thus, it can help to over-
come energy slump between meals. Aside from that, chromium
can also help to reduce hunger pangs and cravings for sweet foods
that may develop due to dieting or low blood sugar.

This article is contributed by Vita LifeSciences Malaysia. For more
information, please contact VitaLife at 03-7725 8881.
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There is much evidence to sup-
port the idea that our thoughts
and words are very powerful
and go to make up our world re-

ality.

� “With our thoughts we make our world”
— Gautama Buddha.

� “Energy follows thought” — Annie Besant.

� “We become what we behold” — William
Blake.

� “Man creates his own disharmony” —
Hasrat Inyayat Khan.

With the above quotes in mind let us
have a closer look at some of the words we
use and the deeper meaning of these.

We might begin with a phrase that is fre-
quently heard when you state something
to someone. This is, ‘yes but.’ This is their
way of negating the opinion or idea that
you have expressed. Listen to yourself as
you speak. Do you use this? It is a commu-
nication blocker. The option for acknowl-
edging what the other person says AND
just stating your own opinion is to use ‘yes
and’ instead. This will improve the energy
of the communication. Firstly it acknowl-
edges the persons point of view as valid
for them and secondly it keeps the flow of
the conversation in place.

There are empowering and disempowering
words that most of us use a lot of the time.
For instance ‘got to’, ‘have to’ and ‘must’ usu-
ally denote a feeling of no choice. Again, lis-
ten to your self talk and the speech of others
to get a sense of what is going on at an inner
level.

‘Should’ is a good one to be aware of, as
there is usually some feelings of guilt be-
hind it. Do you ever find yourself saying, ‘I
should go and do xyz’? At the back of this
is the idea that if I do not I will feel bad.

We also have never, forever and always.
These come under the heading of gross
generalisations. The first thing that can be
stated is they are generally ‘never’ true all
the time. For example; ‘She always gets

that look on her face when I come home
late’ and ‘you never buy me anything nice
any more.’ These statements are reflecting
the perception of the person generalising,
not the reality of the matter. Again, use
awareness with regard to what is going on
in any given communication situation.

The word ‘try’ is another interesting little
word. You may have seen a demonstration
of this when someone is asked to try to pick

The Power of

Thought and Words
Charisma Mendoza
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up a pen. You do not ‘try’ to do something.
You either do it or you do not. Another ex-
ample would be if you ask someone to do
something for you and they reply that they
‘will try’ to do whatever it is you have asked.

You can be pretty sure with that sort of come-
back your request will not be honoured.

Be aware of what words and phrases you
use. You will be surprised and delighted at
what a difference changing your words can
have on your communication with others
and your life in general. This really can be
quite transformational.

Go for th and have fun playing with
words!

“Be aware of what words and phrases you use. You will be sur-

prised and delighted at what a difference changing your words can

have on your communication with others and your life in general.”

AT



43December 2008 • ACCOUNTANTS TODAY

ADVERT



44 ACCOUNTANTS TODAY • December 2008

M I A  Q E

Five more qualify as MIA
members through MIA QE

            BCL            TAX            AUD             AFAR
MAC SEPT MAC SEPT MAC SEPT MAC SEPT
2008 2008 2008 2008 2008 2008 2008 2008
(%) (%) (%) (%) (%) (%) (%) (%)

Pass with Distinction 2 0 0 0 0 0 2 0

Pass 24 10 20 29 8 12 13 29

Fail 74 90 80 71 92 88 85 71

Total Candidates (%) 100 100 100 100 100 100 100 100

Five individuals successfully completed
the Malaysian Institute of Accountants
(MIA) Qualifying Examination (QE)
which is the alternative route to become
an MIA member from the September 2008
examination.

They are now eligible to apply for MIA’s
Char tered Accountant membership
which is subject to eligibility require-
ments.

A total of 83 candidates have success-
fully completed the MIA QE since its in-
troduction in 2003.

An analysis of the
performance of candidates

The performance of the candidates for
the Advanced Financial Accounting and
Reporting and Auditing and Assurance
Services papers in the September 2008
examination had shown some improve-
ment compared to the March 2008 re-
sults.  The passing rate for the Advanced
Financial Accounting and Reporting has
increased to 29% from 15% in the previ-
ous examinations. Results for the Audit-
ing and Assurance Services paper showed
slight improvement whereby the passing
rate  increased to 12% from 8% in the
March 2008 sitting. Similar to the Audit-
ing paper, passing rate for candidates in
the Taxation paper also increased slightly
to 29% as compared to 20% previously. On
the other hand, the passing rate for the
Business and Company Law declined to
10% in this sitting from the 26% in the pre-
vious sitting. No candidates received a
distinction for any one of the papers in the
recent sitting. A detailed analysis of the
results is shown in Table 1:

Advanced Financial Accounting and Re-
porting registered an increase in the num-
ber of passes and this has a relation to
the MIA QE Intensive Revision Course
which was held by MIA recently. Candi-
dates managed to provide explanations on
the application of FRSs as tested in Ques-
tion 2 and 3. On average, the candidates
got through Question 1 (Consolidation)
which is compulsor y and Question 4

(preparation of published financial state-
ments for a single company).

There is room for improvement among
candidates for the Auditing and Assur-
ance Services paper. Given that the ques-
tions were closely based on the syllabus
and similar to previous exams it was felt
that candidates could have been better
prepared. Question 1 dealt with audit of
shareholders’ equity and it carries a total
of 25 marks. All candidates attempted this
question and the highest score was 14.5
marks and the lowest score was 0.5
marks. Question 2 was on auditors’ inde-

pendence and carries a total of 10 marks.
On an average, candidates performed
better for this question. Only five candi-
dates did not attempt to answer this ques-
tion. Question 3 is on performance of risk
assessment engagement and the total
mark was 15. Only one candidate passed
with 7.5 marks and 15 candidates did not
attempt this question. The average mark
for Question 4 (Audit Evidence and Audit
Sampling) was only 3.8 out of a total 10
marks. For Question 5 (Audit Planning
and Audit Strategy) and Question 6 (Au-
dit Report) the average marks scored
were 8.4 and 8.9 out of a total 20 marks
each.

For the Taxation paper, the examiner
who set and marked Questions 1,2 and 3
commented that the candidates who had
adequate practice would have been able
to pass the examination as these ques-
tions were predictable and mainly from
basic tax computation. Most candidates

however were not able to answer these
questions satisfactorily. The average mark
for Question 1 (Company Tax Computa-
tion) and Question 2 (Personal Tax Com-
putation) was 11 and 8 respectively. The
candidates’ average mark for Question 3
(Capital Allowance and Balancing
Charge) was 4. The examiner highlighted
that 17% of the candidates did not attempt
Question 4 which tested them on the Part-
nership topic and performed poorly for
Question 5 as it covered the topics of ser-
vice tax, sales tax and permanent estab-
lishment.

Question 6 tested candidates on tax
planning for companies, computation on
shipping, theory on shipping and a theory
question on group relief. Overall, the per-
formance of the candidates in this ques-
tion was poor and 20% of candidates did

not attempt to answer this question.
As for Business and Company Law, the

overall performance of the candidates has
not improved. Poor preparation or no
preparation at all by candidates and poor
command of the English language has re-
sulted in the poor performance. Candi-
dates could have done better if answers
had been more detailed and analytical.

MIA takes this opportunity to congratu-
late candidates who have successfully
completed this examination. MIA would
also like to encourage inactive candidates
to register for the March 2009 examina-
tion and the due date is fixed for 31 Janu-
ary 2009. Candidates are strongly encour-
aged to attend the MIA QE Intensive Re-
vision Course in helping them prepare for
future examinations. The invitation for the
MIA QE Intensive Revision Course will
be sent to all candidates by December
2008 and the programme is to be held
between January – February 2009.

Table 1 Analysis of results for the March 2008 & September 2008 examinations

AT
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MBA - Taxation

Our collaboration with Inland Revenue Board
prepares you to face the challenge of the future accountant 

Why Study at UKM-GSB ?

I n s p i r i n g  F u t u r e s ,  N u r t u r i n g  P o s s i b i l i t i e s

Register today
for March 2009 

intake
website

http: //gsb. ukm. my
013 3246650

The fastest growing area offering the 
most career apportunities in public 
practice sector is Taxation. This is a reflection 
of the increasing regulation and complexity of 
tax planning issues, and tax  implications of 
increased   international trade and cross-border 
activities.

Taxation has also been  rated as the key specialism emerging across 
practice in the next five years.

ACCA Insight Series

A changing profession? The evolution of accounting roles, skills and career aspirations

master of business administration - taxation

C o n t r o l  y o u r  c a r e e r
C r e a t e  y o u r  v a l u e

UNIVERSITI KEBANGSAAN MALAYSIA

UUKM-M-GSBGraduate School of Business
I n s p i r i n g  f u t u r e s ,  n u r t u r i n g  p o s s i b i l i t i e s

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

Perhaps a refreshing
change is good, maybe
necessary, to rev up
your professional life.
Maybe you have been
searching for an op-
portunity for a change

as you progress towards your mid life career. Per-
haps recognition or perhaps money.

Finet Associates and its related entities have been
evolving over the past 12 years and continue to do
so. It is now looking abroad for opportunities in build-
ing and enhancing human capital through financial
education and training and related possibilities, and
giving less fortunate people hope i.e. through eco-
nomic skills. As Finet evolves it builds networks and
creates possibilities, and converts them into real op-
portunities, for those who need them and want them.

We like to know you, especially if you are yearning
for a possible change in your professional life, some-
thing you like to contribute, maybe something you
would feel good as you mature. Do contact us, but
do so after you think you understand us at:

www.finet.com.my
Kenny Tay & Associates (NF 0643)
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The discussion was chaired by
the President of MIA Nik
Mohd. Hasyudeen Yusof f.
Also present were MIA’s

Chief Executive Of ficer Haji Rosli
Abdullah, the Malaysian Accounting Stan-
dards Board Executive Director Dr. Nordin
Mohd Zain, and members of the MIA Edu-
cation Committee.

Dr. Nordin briefly informed all present
about the MASB’s IFRS convergence
roadmap which outlines roll-out of the plan.
He also shared some ideas on the roles that
academicians must play in preparing IFRS
ready graduates come 2012.

Some of the challenges surfaced by
academicians during the session in-
cluded:
• Difficulties in teaching FRSs as there
were no illustrative cases which enable the
application of FRSs to real life situations.
This makes it difficult for academicians to
expose students to FRSs.

• Gap between academic research and in-
dustry expectation due to different back-
ground.  Academic research must meet
university requirements where the require-
ments do not necessarily meet industry
expectations.
• Expectations from industry – universi-
ties must produce industry relevant gradu-
ates but how fast can universities keep pace
to meet and deliver what the industry
wants.  For private universities, the chal-
lenge of survival is in competing among
education providers.

In order to address some of these chal-
lenges, some recommendations were
made during the session. They include:
• Improving the structure of the account-
ing programme to incorporate global per-
spectives especially where IFRS is con-
cerned
• Creating a platform where lecturers
are able to discuss any development and/
or issues together with practitioners
where the outcome can be shared with
students.
• Guided research activity applicable to
lecturers’ area of teaching which is relevant
to the development of accounting stan-
dards. This activity can nurture knowledge
and enhance teaching effectiveness. Stu-
dents are also encouraged to be involved
in research exercise as part of a research
team.
• Collaboration with practitioners in con-
ducting FRS workshops where knowledge
is later transferred to students.  Provide
dedicated and other relevant websites on
FRS.
• Based on universities abroad which are
churning out highly employable account-
ing students, it was also proposed that aca-
demicians discuss International Account-

ing Standards Board (IASB)’s Exposure
Drafts with students and lecturers as they
are released. This ensures that lecturers
and students become familiar with the stan-
dards being issued in addition to encour-
aging critical thinking among students.
• Apart from that, Dr. Nordin also pro-
posed that MASB could act as a platform
for discussion between academicians and
practitioners and funds for research in ar-
eas including: IFRIC 15: Agreements for
the Construction of Real Estate; IAS 41 Ag-
riculture; IFRIC 4 Determining Whether
an Arrangement Contains a Lease

This roundtable discussion is the sec-
ond initiative of MIA to establish closer
relations with the academia. Earlier this
year, another discussion was held with
the academia. Some of the issues dis-
cussed were the development of Inte-
grated Case Studies (ICS) with local per-
spectives,  the creation of industrial link-
ages with universities and the establish-
ment of Malaysia as a key accountancy
education hub.

A series of ICS workshops will be
organised with the 1st workshop to be held
in December 2008. Universities will be in-
formed on details of the workshop once it
has been finalised.

As for creating the industrial linkages,
currently, there are 30 practitioners who
are interested to participate and support
the initiative by working closely with uni-
versities in sharing their valuable experi-
ence and knowledge especially in the ar-
eas of accounting education

On the accountancy education hub
MIA is presently working on gaining the
support of the Government and other re-
lated stakeholders to see this project to
fruition.

ENGAGING THE ACADEMIA:
Discussing IFRS Convergence

AT

The Malaysian Institute of Accountants (MIA) organised a roundtable discussion with
17 participants from public and private universities on 3 November 2008 to gauge the

readiness of the academia in light of the adoption of IFRS in Malaysia come 2012.
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The 95th ASEAN Federation of Accountants
Council Meeting — Kuala Lumpur, Malaysia
The 95th ASEAN Federation of Accountants (AFA) Council Meeting was suc-
cessfully held on 25 October 2008 at the Grand Millennium Hotel in Kuala
Lumpur, Malaysia. The ASEAN Federation of Accountants (AFA) was estab-
lished in March, 1977 to serve as the umbrella organisation for the national
associations of accounting professionals of the member countries of the Asso-
ciation of South East Asian Nations (ASEAN).

AFA is composed of two types of membership. The Primary Members of AFA
are the national organisations of accounting professionals representing countries
within the territorial jurisdiction of ASEAN and must be the recognised national accounting body of that
country created under a specific statute or regulation of that particular country, or in the absence of it, the
recognised national organisation of accounting pro-
fessionals in the said country. The Associate Mem-
bers are the internationally recognised bodies of ac-
counting professionals of any ASEAN country or
other countries which are friendly to and supportive
of the aspirations of ASEAN, even though they may
be outside the territorial jurisdiction of ASEAN.

The meeting was attended by representatives of
its Primary Members from Brunei, Cambodia, Indo-
nesia, Laos, Malaysia, Philippines, Singapore, Thai-
land and Vietnam. Representatives of its Associate
Members who attended the meeting were ACCA,
ICAA and CPA Australia. The AFA Council Meetings,
which are hosted on a rotational basis among its
members, are held four times a year and brings its
representatives together to discuss matters of impor-
tance in the ASEAN accounting fraternity.

The Council Meeting was preceded by a Welcome
Reception hosted by the Malaysia Institute of Accoun-
tants (MIA) at The 39 Restaurant, PNB Darby Park Executive Suites on 24 October 2008. The Welcome Reception,
held in a Hari Raya Open House setting, was attended by delegations from the member bodies, MIA Council
Members as well as a guest-of-honor from the Embassy of the Republic of Indonesia, Bapak Rahmat Pramono.

A Memorandum of Understanding (MoU) signing ceremony was also held
during the Welcome Reception. The MoU between MIA and the Indonesian
Institute of Accountants (IAI) was witnessed by Bapak Rahmat Pramono and
MIA’s Registrar, Tuan Haji Rosli Abdullah.

Among the issues that were discussed at the Council Meeting were formalising
of the 2008-2011 AFA Strategic and Operational Plans which were subsequently
endorsed by the AFA Council. The meeting, which was chaired by AFA Presi-
dent, Pengiran Haji Moksin, also discussed the setting up of the AFA Task Force
on Regional Accounting Standards where Prof. Kesree Narongdej, the President
of FAP will lead and be responsible to set up the task force. The meeting was also
given a preview of the proposed new AFA website.

The meeting also agreed to develop a set of criteria for research papers to be considered for AFA spon-
sorship with Dr. Djoko Susanto of IAI leading in coming up with the said criteria to be used for future
consideration of any research proposals. Before the meeting was adjourned, the AFA Council had con-
firmed the date and venue of the 2009 AFA Council Meetings.

The meeting ended with an AFA-hosted dinner at the Shook! Restaurant in Starhill, where the delegates
got a chance to review decisions made during the meeting and indulge in conversations with their fellow
colleagues in a more casual setting. The 95th AFA Council Meeting weekend ended with a few words from
the AFA President who congratulated the delegates on the work accomplished during the course of the
meeting. He also thanked the MIA for their gracious hosting of the event.

Institute News

Group photo of
the guests at the

Welcome Reception

The meeting in progress

MIA Council Members
mingling with the AFA

Council Members

AT
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Memorandum of Understanding
Signing Ceremony between the
MIA and the Indonesian
Institute of Accountants

The Malaysian Institute
of Accountants (MIA)
together with the Indo-
nesian Institute of Ac-
countants (IAI) will fa-
cilitate closer working
relationships between
the business communi-
ties in particular Small
and Medium Industries
(SMIs) in both coun-

tries as part of a Memorandum of Understanding
(MoU) inked on 24 October 2008.

Apart from facilitating linkages between business
communities in both countries, the MoU will also
cover several sectors for closer cooperation between
both bodies in the areas of education and financial
reporting.

There are plans to organise a Joint Practitioners
Forum, develop educational material on Interna-
tional Financial Reporting Standards (IFRS) for uni-
versities and kick start joint research in case study
development. Also slated for action are joint initia-
tives to develop accounting of Shariah-based trans-
actions that can be applicable to both countries.

The foundation for collaboration between MIA
and IAI was first set in 2003 when MIA entered into
an MoU on Technical Cooperation with IAI, which
expired in 2006.

“In light of globalisation and trade liberalisation,
organisations cannot just operate in a vacuum. They
need to be inclusive in their approach towards es-
tablishing collaborative efforts even if it means tran-
scending borders”, said MIA President Nik Mohd.
Hasyudeen Yusoff.

He said that it was essential to establish linkages
of this nature so that both organisations will be able
to leverage upon each other’s strengths. “This will
further spur development within the accountancy
profession and consequently contribute towards
nation-building in their respective countries.”

Members of the ASEAN Federation of Accoun-
tants (AFA) Council were also present to witness
the signing of the MoU here in Kuala Lumpur.

Speaking at the welcome reception of the 95th AFA
Council Meeting in Kuala Lumpur, Nik called on
fellow national accountancy bodies to take a strong
position in shaping the direction of the accountancy
profession to ensure that it is ultimately aligned with
the goal of protecting public interest.

“Our responsibilities span education and devel-
opment, professional standards and practices and
ensuring high levels of ethical behaviour. If col-
laborating with each other will enable us to do this
better, then this should be the way forward”, he
said.

(From left to right)…
Tuan Haji Rosli
Abdullah, Registrar of
the Malaysian Institute
of Accountants; Nik
Mohd. Hasyudeen
Yusoff, President of MIA;
Bapak Ahmadi
Hadibroto, President of
Ikatan Akuntan
Indonesia and
Rahmat Pramono,
Counsellor of
Economics, Embassy of
the Republic of
Indonesia

SMP Forum
Abuja, Nigeria — 13 October 2008
Over 130 delegates from 22 countries attended
the SMP Forum, held at the Hilton Hotel in Abuja,
Nigeria. The event was co-hosted by the Institute
of Chartered Accountants in Nigeria (ICAN) and
the Association of Accountancy Bodies in West
Africa (ABWA) and supported by the Association
of Chartered Certified Accountants (ACCA) and
CGA-Canada.

IFAC’s current President, Robert Bunting was
present during the one-day conference. Sessions
of the forum included the IFAC SMP Committee’s
Strategy & Work Programme, Panel Discussion on
Regulation & Standards relevant to SMPs/SMEs
and Practical Support to Strengthen & Sustain
SMPs.

Johnny Yong of MIA, presented a paper on how
SMPs can be seen to be supporting SMEs, based
on a research prepared by a University of Malaya
researcher.

During the later part of the Forum, several AT

break-out groups were organised to allow partici-
pants to share their concerns and aspirations
about what IFAC has promised to take into con-
sideration when developing strategies for the fu-
ture, especially for the IFAC SMP Committee.

The Chairperson of the SMP Committee Sylvie
Voghel was invited to give her opening remarks
before Robert Bunting shared with the audience
IFAC’s possible role in strengthening the SMPs
operations on a worldwide basis.

The SMP Forum, a brainchild of IFAC, positions
the relevance of the Committee in the eyes of the
practitioners and at the same time, acts as a chan-
nel to validate the works of the Committee to a
larger audience.

The next Forum has been fixed for 28 October
2009. MIA intends to send a stronger delegation
to Beijing which will be an excellent platform to
promote the WCOA 2010. Interested parties can
contact our Public Practice Department for de-
tails in due course or look out for updates in this
space.

AT
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Accounting for Excellence
through Corporate
Reporting.
Public Bank wins Platinum Award
for Overall Excellence at NACRA
2008.
Public Bank Berhad clinched the Platinum
award for both Overall Excellence and Best
Annual Repor t in Bahasa Malaysia. They also
won the Industr y Excellence Award (Main
Board) under the Finance categor y.

Telekom Malaysia Berhad won the Gold
award under the same categor y while British
American Tobacco (M) Berhad took the Silver
award.

Under the cer t i f icate  of  meri t  categor y
which, commends on high standards of annual
repor ting, nine finalists received the recogni-
tion, two of which went to IOI Corporation
Ber had  and  IOI  Pr oper t ies  Ber had .
Perbadanan Insurans Deposit Malaysia was a
second time recipient as it took the same merit
award last year.

Cagamas Berhad took home the special award
for non-listed organisations as they were also
the winner of this categor y in 2007. There were
no winners for the 2nd board categor y.

This year’s NACRA saw IJM Corporation
Berhad and Puncak Niaga Holdings Berhad
walk away as joint winners for Industr y Excel-

lence Awards for Main Board companies under
the categor y of Construction & Infrastructure
Project Companies.

The Deputy Minister of Domestic Trade and
Consumer Af fairs, Tuan Jeliang Anak Mersat
presented al l  the Challenge T rophies and
Awards to the winners.

Themed Towards Accountability & Excellence,
the event which was held on 19 November 2008
at the Shangri-La Ballroom, Kuala Lumpur saw
a total of 20 awards given out comprising of five
major categories this year.

A significant change in this year’s award cer-
emony was the inclusion of the Corporate So-
cial Responsibility (CSR) Repor t. Previously
presented under the moniker of Environmental
Repor ting Awards, this award is in line with
Bursa Malaysia’s requirements for companies to
report their CSR activities at the end of 2007.
In this instance the details which were consid-
ered for the award are information regarding
marketplace transparency, workplace safety, en-
vironment and the community.

NACRA has set a positive precedent to the
corporate organisations in Malaysia as it en-
courages companies around the country to com-
pete towards providing transparent and compre-
hensible corporate financial repor ts. With the
CSR award, contesting companies are com-
pelled to benchmark aspects of economy, social
and environmental sustainability to their stake-
holders.

Representatives from
IRB and MIA mingle

with each other.

PENANG BRANCH

Courtesy Visit to IRB and SSM
On 14 October 2008, MIA Penang Branch led by
Branch Chairperson Adelena Chong, Vice-Chair-
man Ooi Kok Seng, Taxation Working Group Chair-
man Tan Tcheow Woei and Committee Member An-
drew Loh paid a courtesy visit to the Inland Rev-
enue Board Bukit Mertajam Branch.

The Committee was welcomed by IRB State Di-
rector Abdul Aziz who was accompanied by IRB
Penang Branch Director Mohd Yusof, IRB Bukit
Mertajam Branch Director Tuan Syed Hisham, IRB
Investigation Director Che Muhammad Sukri and
other IRB officers. During the meeting, the Com-
mittee took the opportunity to clarify a few tax is-
sues.

On the next day, the Branch Chairman, Vice-
Chairman and Company Law Practice Consultative
Group (CLP CG) Chairman Amanda Thum and its
CLP CG member Ong Jin Leong called on

Suruhanjaya Syarikat Malaysia (SSM) Penang
State Director Roslan Hussain. Roslan said that the
new SSM representative in the CLP CG will be
Harun Yunus, Enforcement Manager. Also present
was Noraini Ibrahim, Operations Manager. The ob-
jectives of the courtesy visits were to renew ties
and foster a closer working relationship with the
two bodies. AT

AT
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SABAH BRANCH

Tawau Chapter
A career talk was conducted on 20 October 2008 at
the Tawau Chapter by MIA management centre staff
Ms Catherine Linggian, Branch Manager of Sabah
Branch. She spoke on the career path to be an accoun-
tant while Ho Yun Kong, Tawau Chapter Chairman
together with Commitee Members Chang Yee Vui,
Peter Hsieh and Francis Yin were there to share their
personal insights about their careers in Accountancy.
A group of 130 enthusiastic students and lecturers from
Institute Prima Bistari and six Secondary schools in
Tawau attended the talk.

SABAH BRANCH

Career Talk in Politeknik KK
On 29 August 2008, the Sabah Branch conducted a career talk to 308 partici-
pants comprising lecturers in accountancy courses and students pursuing Cer-
tificates and Diploma in Accountancy in Politeknik KK Sabah Campus. The
purpose of this regular career talk is to highlight MIA’s awareness programme
and to guide the students on the right path to being an accountant.

Catherine Linggian, Sabah Branch Manager talked about MIA, the benefits
of membership in MIA, the path to being an accountant in Malaysia and the
career opportunities for members in Commerce/Industry, Academia, Public
Sector and Public Practice. A list of recognised local Accountancy Degrees
and the recognised Professional Bodies approved under the part I & II of the
first schedule of the Accountants Act, 1967 was distributed to the students
and lecturers. AT

SABAH BRANCH

Networking Between Tawau
Chapter and Tawau IRB
On 5 August 2008, the Tawau Chapter Committee
led by Chapter Chairman Ho Yun Kong paid a cour-
tesy call on Tawau IRB Director Tuan Mohd Zamari
Ngah. Tuan Mohd Zamari introduced the section
heads at the Tawau IRB office to the visitors. He
also briefed them on his role and intentions and the
strategic plan of the IRB.

The visit was very fruitful as the Committee and AT

Institute News

the IRB discussed many issues and provided feed-
back, including on the E-Filing, the process of tax
payment and refunds, field audit and various day to
day practice matters. At the end of the visit Tuan
Mohd Zamari expressed the hope that the close re-
lationship between the practitioners and the IRB
would continue  in the future.

To promote a better working relationship, a
friendly badminton/table tennis game was arranged
between IRB officers and MIA Members on 16 Au-
gust 2008.

SARAWAK BRANCH

Accountants attend seminar organised by PSDC
The Professional Services Development Corporation (PSDC) recently organised a semi-
nar on Financial Assistance and Government Support for Professional Service Provid-
ers in Kuching, attracting the attendance of some 140 MIA members. Other profes-
sional institutions and associations were also invited to participate in the half- day semi-
nar which featured speakers from MATRADE, SMIDEC, EXIM Bank and SME Bank.
The main objective of the seminar was to disseminate information and enlighten the
professionals on the various Government grants and financial assistance that are cur-
rently available for the Malaysian Professional Service Providers, given with the inten-

tion to enhance their competitiveness in the international market.Participants at the PSDC seminar in Kuching AT
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Some of the participants at the career talk
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New role for CIMA Malaysia’s
Divisional Director
CIMA Malaysia is pleased to announce the new role
of Sopiah Suid as CIMA’s Regional Director of South
East Asia. Having held the helm as Divisional Di-
rector of CIMA Malaysia for the past seven years,
Sopiah will undertake responsibility for the growth
of CIMA in South East Asia.

Fun way to learn about
management accounting

CIMA Malaysia and TAR
College jointly organised
the CIMA-TARC Student
Conference 2008 on 18
October 2008 at the TAR
College, Kuala Lumpur.
The theme was CIMA
Apprentice. 250 students
attended the event and
became ‘CIMA Appren-
tices’ in a business game

called Origami in space. The aim was to learn more
about management accounting.

The business game demanded skills such as think-
ing out of the box, team spirit, managing resources

Students presenting
Origami aeroplanes to
their 'client' (left)

Masquerading for fun
‘Masquerade’ was the theme of the CIMA Malaysia Toastmasters Club installa-
tion night on 10 September 2008 at the Armada Hotel in Petaling Jaya. It was an
enjoyable evening for members of the Club as it installed the new Executive
Committee for the term 2008/2009:

President Sharmini Ariaratnam, ACS, ALS
Vice-Presidents: Education, Cheah Ai Ling, CC; Marketing, Richard Yeow;

Public Relations, Joyce Ng
Secretary Victor Cheong, ACS, CL
Treasurer Dinesh Kanna
Sergeant-at-Arms Chironjit Das

AT

Recognise any of your friends?

Sopiah Suid

Chartered Institute of Management Accountants �

Managerial level subjects in
CIMAstudy.com
Following the successful launch of the
CIMAstudy.com Strategic level courses in Febru-
ary 2008, CIMA has now introduced the full range
of Managerial level courses to the site.
CIMAstudy.com is ideal for students faced with time
constraints for face-to-face tuition.

The online study consists of up to 120 hours of

interactive learning. There are self assessments,
review questions and answers with exam hints to
help avoid common exam pitfalls, animations to ex-
plain technical concepts and access to a wealth of
relevant reading material. Students can also make
e-notes as they study.

Students from over 20 countries, including Ma-
laysia, UAE, Ireland, South Africa, India, Poland,
Singapore and Angola, have begun using this facil-
ity. AT

and handling conflicting needs. The students were di-
vided into groups of 25 and had to make strategic plans
on how to make and deliver the Origami aeroplanes at
a profit. The assigned facilitators (clients) checked the
delivered Origami planes thoroughly and determined
the accepted number of planes.

Gan Shuxian, a CIMA Passed Finalist and a former
TARC student, gave an interesting presentation on
CIMA and I. The other speaker Yong Shen, Vice-
President, Process Revenue and Centre Finance Lead
of Shell Shared Services Centre Kuala Lumpur spoke
on Opportunities in the world of Shell Finance.

Group number 20 walked away with the top prize
worth RM1,500. Group number 14, the first runner
up, won a cash prize of RM1,000 while group num-
ber 25, the second runner-up, won RM500. Each
group also received a hamper, medal and certificate
of achievement.
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The new way of doing business
— Business with a heart
In line with CPA Australia’s strategy to become a lead-
ing advocate for Corporate Social Responsibility
(CSR), an undergraduate conference on CSR was co-
organised with Sunway University College (SUC),
Sunway Group and KPMG on 6 September 2008.

Held at the Sunway University College, the CSR
undergraduate conference attracted over 400 CPA
passport students from various institutions of higher
learning. The conference was the first CSR confer-
ence involving students to be co-organised by the
three organisations.

“Corporate Social Responsibility (CSR) is now firmly
entrenched in everyday business language due to an
increasing awareness that business does not operate
in isolation from the issues that affect our broader so-
ciety. CSR addresses a wide range of issues — many
that traditionally haven’t featured in the scope of nor-
mal, everyday business activity,” said Christina Foo,
President of CPA Australia Malaysia Division.

“The business landscape is changing, with CSR
rapidly becoming a long term investment strategy
as stakeholder expectations continue to increase in
this area,” she said, adding that there is now a
greater awareness in society of the need for
organisations to address social, environmental and
ethical issues and recognition of the risks of inac-
tion set against the backdrop of significant global
political momentum in dealing with climate change.

Although CSR concepts are incorporated in the
business curriculum of academic institutions, the

organisers felt there was a lack of CSR activities
centred around students especially at university level.

“This conference was aimed at creating awareness
among undergraduate busi-
ness students in Malaysia of
the increasing expectation
that businesses should not
only pursue a narrow focus
on profit maximisation but
also act responsibly towards
society and the environ-
ment,” said Dr. Foo Yin Fah,
Head of the Australian Uni-
versity programme at
Sunway University College.

“It is hoped that the con-
ference would generate a sustainable CSR move-
ment among students in Malaysia,” said Dr. Foo,
who is a member of CPA Australia.

Speakers included representatives from DiGi Tele-
communications, The Body Shop, HSBC Malaysia,
KPMG, The Sunway Group, Sunway University Col-
lege, CPA Australia as well as non-governmental
organisations, namely WWF Malaysia, the Malaysian
Nature Society (MNS) and the Environmental Pro-
tection Society of Malaysia who shared their
organisation’s CSR strategies including collaborative
efforts to address society and environmental issues.

A RM10 registration fee was collected from each
participant while guests were free to contribute as they
wished. Proceeds totalling RM5,600 were donated to
SMK Bandar Sunway, a school for special children.
The event was officiated by the Executive Director of
the Sunway Group, Puan Sri Datin Seri Dr. Susan
S.C.Cheah. AT

The CSR conference was
an eye-opener for the

students

MICPA Presents Excellence Awards
The Institute presented the Excellence Awards for
Best Accounting Graduates and The Most Outstand-
ing CPA Student Award at a presentation ceremony
held on 25 October 2008. The Excellence Awards
were presented by Prof Datuk Ir Dr. Radin Umar
Radin Sohadi in his capacity as the Director General
of the Department of Higher Education but also rep-
resenting Yang Berhormat Datuk Ir Hj. Idris Hj.
Haron, Deputy Minister of Higher Education I.

The Excellence Awards represents an important
part of the Institute’s efforts to promote accountancy
and to accord honour and public recognition to young
Malaysians who have achieved all-round excellence
in the pursuit of an accounting qualification and also
in extra-curricular activities and personal development.

The first category of awards were conferred on
the best accounting graduates from the local uni-
versities that of fer the Bachelor of Accountancy
programme namely UM, UKM, USM, UUM, UiTM,
UNITEN, IIUM and MMU whilst the second award
was bestowed on the best all-round CPA student who
has recently completed the MICPA examinations.

The Most Outstanding CPA Student Award was pre-
sented to Tiow Wei Sheng who is currently attached
to UEM World Berhad, an approved training
organisation of the Institute. Wei Sheng joined the
MICPA’s training programme under Stream II in 2005

The Malaysian Institute of Certified Public Accountants � with UEM World Berhad. He passed each Module of
the Advanced Stage Examination of the MICPA ex-
amination at the first attempt and has won the MICPA
Gold Medal for two modules. He is also a CPA Am-
bassador and assists the Institute to promote the CPA
brand via participation during career fairs at univer-
sities and colleges of advanced education.

A Certificate of Meritorious Achievement was also
presented to all the finalists of the two categories of
Excellence Awards.

At the same ceremony, Datuk Abdul Halim
Mohyiddin, Immediate Past President of the Insti-
tute presented certificates to students who passed
the MICPA examinations in the November 2007 and
May 2008 examinations. He also presented a total
of five Gold Medals to students who had passed the
MICPA Advanced Stage Examination with high dis-
tinction in individual modules.
Appreciation Award to Approved Training Organisation

MICPA provides for two streams of training. The
MICPA students may undertake their training in ac-
counting firms or in approved training organisations
in commerce, industry or the public sector. The In-
stitute presented an Appreciation Award to Prokhas
Sdn Bhd in recognition of the organisation’s commit-
ment and support for the MICPA training programme
under Stream II at the Excellence Awards Presenta-
tion ceremony held on 25 October 2008. Ahmad Faris
Yahaya, General Manager, Corporate Services, re-
ceived the award on behalf of the organisation. AT
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US: Accounting schools
retooling for IFRS
Accounting schools are scrambling to stay
ahead of the IFRS curve, reports WebCPA.com.

Last spring, Rama Ramamuthy, a professor
of accounting at William & Mary’s Mason
School of Business, devoted eight weeks of a
graduate class to IFRS. Her students were “very
receptive,” she said, and the classroom discus-
sions over application of IFRS principles in ac-
counting situations became “quite feisty.”

In a recent report, it said some other account-
ing classes, including at the undergraduate
level, also gave students a taste of IFRS, she
said. Next year, Ramamurthy will be teaching
a class devoted entirely to IFRS, perhaps one
of the first such classes in the country.

It added that graduate students at the Uni-
versity of Denver’s accounting school have
been getting a heavy dose of IFRS in a case
study class, according to Ron Kucic, the
school’s director. He said that the faculty has
been feasting on IFRS resource materials de-
veloped by the Big Four accounting firms.

And a plan is in the works at the University
of Southern California’s Leventhal School of Ac-
counting to “completely redo our curriculum
in the master’s programme with special atten-
tion to what the world is going to look like after
IFRS becomes the rules of the road,” says
Randy Beatty, the school’s dean.

WebCPA.com said the impending embrace of
IFRS “provides us with a unique opportunity
to think about the new skill sets that people will
need in a world in which there is less reliance
on, ‘The rule said this’ and ‘We can do that,’”
Beatty says.

With its expectation that accountants judge
the substance of transactions, IFRS will demand
more inquisitiveness, problem-solving and com-
munication skills from accountants than were
required in the GAAP world, Beatty said. “I
think it’s going to change the way we look for
students,” he predicts.

But he also expects accounting schools like
USC to receive a lot more applications from stu-
dents “who thought they were going to be fi-
nance majors working in investment banking,
who will discover there aren’t very many invest-
ment banks left to work for,” it added.

S’PORE: Accounting body
fast-tracks unprecedented
global rule change
Anyone with a disastrous score in an ex-
amination would jump for joy if he were
to get some “sympathy” points because
the teacher felt he had sat for the test
under distressed conditions. Some
Singapore companies — especially those
in the financial industry — may be hav-
ing that same delicious feeling, as ac-
counting rules have been re-written to
toss them such a lifeline, repor ts
Singapore’s Today.

It reported that the Accounting Stan-
dards Council (ASC) recently said firms
could choose to re-classify certain non-
derivative financial assets as long-term
investments, so they will not have to be
valued at current low market prices.

The changes, which apply retroac-
tively to the accounts from July this year,
permit a company to reverse huge write
downs caused by volatile market swings
and are likely to bolster year-end corpo-
rate results.

“So the profit-and-loss account will not
suffer,” said Dr. Ernest Kan, vice-presi-
dent of the Institute of Certified Public
Accountants of Singapore (ICPAS) to the
newspaper.

The report went on to say the “greater
flexibility” given to companies is “espe-
cially relevant given the current financial
market turbulence”, ASC chairman
Euleen Goh said in a statement.

It is this “rare circumstance” that has
led the ASC to implement the change
without its usual practice of public con-
sultation, which typically takes about
three months.

It is acting, as are other countries right
now, in line with the London-based In-
ternational Accounting Standards Body,
which sets the tone for more than 100
countries. It made the decision two
weeks ago.

There has been much global political

pressure to amend the rules, as mark-
to-market rules (also known as fair
value accounting) have been blamed
for forcing financial institutions to as-
sign fire-sale prices to assets just be-
cause of the market downturn. Recall
how insurance giant AIG recently
scrambled to raise fresh capital to back
its sharply depreciated investments.

In Singapore, the report added, the
regulatory amendment will mainly ben-
efit banks, insurers, funds and compa-
nies with significant holdings in fixed-
income instruments, analysts told To-
day.

For instance, the re-classification will
apply to assets with no active market
right now. Certain structured products,
such as collateralised debt obligations,
may fall under this categor y, said
PricewaterhouseCoopers par tner
Chen Voon Hoe.

Local banks said that they were
studying the changes before deciding
whether to apply them.

Philippines: Finance-jobs
outsourcing may rise
The Philippines could be looking at a
surge in backroom services as a silver
lining to the global financial crunch,
with Britain’s Chartered Institute of
Management Accountants (CIMA) ex-
pecting cost-cutting pressures in devel-
oped world companies that would lead
them to outsource these services in the
next few years, reports BusinessMirror.

CIMA is, thus, urging the country to
increase its pool of finance and account-
ing experts, with CIMA director Rick
Sturge in the country to partner with
the Philippines Certified Public Ac-
countants to promote management ac-
countancy to Filipino accountants and
finance experts.

“If the country is ready with the right
skills, then the Philippines will benefit
from the situation,” said Sturge in his
speech at the launch of CIMA in the
Philippines.

The newspaper report added that
Sturge said the financial crisis is driv-
ing many global companies “to return
to the right core values” like sensible
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IFAC Council approves
Strategic Plan 2009-2012
During the IFAC Council meeting in Rome
held recently, the IFAC Council approved
an updated Strategic Plan for 2009-2012.
The plan has identified four key strategic
themes:
� Strategic Theme 1 — Be recognised as the

international standard setter in the areas
of auditing and assurance, education, eth-
ics and governmental financial reporting.

� Strategic Theme 2 — Actively support
the adoption of, and assist in, the imple-
mentation of international standards.

� Strategic Theme 3 — Continually en-
hance the relevance of the profession.

� Strategic Theme 4 — Be an influential voice
for the global accountancy profession.
In addition, the plan calls for an increased

focus on the implementation of international
standards, on enhancing the relevance and
sustainability of the profession, and on com-
municating more vigorously on regulatory,
financial management, financial reporting,
corporate governance, and other issues.

To view IFAC’s 2009-2012 Strategic Plan, visit
www.ifac.org/About/

IFAC welcomes new Full
Members and Associates
In November, the IFAC Council also ap-
proved seven existing IFAC associates as
full members and three organisations as
new associates, following the recommen-
dation of the IFAC Board.

Existing IFAC associates that have be-
come full members are as follows:
� Albanian Institute of Authorised Char-

tered Auditors (IEKA)
� Chamber of Auditors of Azerbaijan Re-

public (CAAR)
� Lithuanian Chamber of Auditors (LCA)
� Institute of Chartered Accountants of

Nepal (ICAN)
� Chamber of Financial Auditors of Roma-

nia (CFAR)
� Russian Collegium of Auditors (RCA)
� Ukrainian Federation of Professional

Accountants and Auditors (UFPAA)
The following are organisations that

joined IFAC as associates:
� Kampuchea Institute of Certified Public

Accountants and Auditors (KICPAA)
� Ukrainian Association of Certified Ac-

countants and Auditors (UACAA)
� Institute of Financial Accountants (IFA), UK.

For information on IFAC membership, visit
www.ifac.org/About/Membership.php.
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lending and getting rid of all the bad finan-
cial practices, thus “requiring a bigger role
for more international finance profession-
als like management accountants.”

He added the situation is partly due to
chief finance officers not given key roles
in the control of finance and cash flows.
“Chief accountants should be at the fore-
front to provide sound business manage-
ment.”

The CIMA certificate, which is seven
notches higher than the Philippines’s CPA
title, can be obtained in 18 months and
provides higher accreditation. It will also
give holders of any nationality equal pro-
fessional recognition with British nation-
als in countries like the US, Canada, Aus-
tralia and Middle Eastern states, among
others.

A CIMA-certified management accoun-
tant is provided skills in the likely direc-
tion of companies with any given perfor-
mance, risk management, marketing, eth-
ics, corporate governance and leadership
factors present or not present in and
needed by the firm.

“The country needs to increase its tal-
ent pool, reduce inflation from attrition and
shortfall and stimulate foreign direct in-
vestments,” said Sturge in his presentation
before members of the British Chamber
of Commerce in the Philippines (BCCP),
as he urged local companies and the gov-
ernment to invest in their people by giving
them the chance to obtain CIMA certifica-
tion.

In an open forum, a BCCP member ex-
pressed the thoughts of his fellow mem-
bers that while the CIMA programme is
important because of the “appalling qual-
ity” of most Filipino accountants, foreign
companies in the Philippines run the risk,
however, of further losing talented finance
professionals if they allow them to obtain
CIMA certification.

As it is, highly skilled accountants and
finance professionals are already moving
to jobs in rich economies, mostly in the
Middle East.

Sturge suggested that foreign compa-
nies in the Philippines coordinate with the
government to be able to give CIMA-cer-
tified accountants better career opportu-
nities to prevent their being lost to foreign
shores.

UK: Accounting firms eye
growth during downturn
Most certified public accounting firms re-
ported strong growth during the past two
years and are poised to benefit as clients
use their services more to navigate their
way through the troubled economy, ac-
cording to a recent survey conducted by
the Durham-based American Institute of
Certified Public Accountants (AICPA).

Triangle Business Journal reported that
the 2008 National Management of Account-
ing Practice survey reports that 75 per cent
of CPA firms surveyed reported growth
ranging between 1 per cent and 19 per cent
over the two years from May 2006 through
June 2008. Average net client fees per part-
ner rose 10 per cent, to $664,847.

The AICPA conducted the survey in
partnership with the Texas Society of Cer-
tified Public Accountants.

“Clients go to CPAs to help them
weather a troubled economy, and banks
may seek greater assurance from practi-
tioners about the companies with which
they do business,” says James Metzler, an
AICPA vice-president.

The survey was taken before the finan-
cial crisis deepened, so Metzler says the
firms’ strategic planning will need some
careful revision.

“Particularly in a period of economic
uncertainty, practitioners may increasingly
find themselves facing more fee competi-
tion from other firms and pressure from
clients,” he says.

Meanwhile, the report added that fewer
CPA firms are reporting turnover, another
side effect of recessionary forces at work.
About 31 per cent of respondents said they
had lost professionals in fiscal 2007, com-
pared to 45.6 per cent a year earlier.

“We’ve found that more and more small
firms are offering greater work-life flexibil-
ity, which persuades more practitioners to
remain at their firms,” Metzler says.

A weak spot, according to the survey, is
succession planning. Only 22 per cent of
firms surveyed had a succession plan and
only 10 per cent of the smallest firms had a
practice continuation agreement in the
event of death or a disability that leaves the
owner unable to work. The survey included
responses from 2,722 CPA firms.
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Non-Audit Firms

New Registration
 NON-AUDIT FIRM NF NO.

SARAWAK

Christina Foo and Associates 0955
No. 127E, 2nd Floor, Lot 13
Green Heights Commercial Centre
Jalan Lapangan Terbang, 93250 Kuching
Tel: 082-456 661   Fax: 082-452 661
email: christina.foo@cfassociates.com.my

Audit Firms

Name Change
 AUDIT FIRM AF NO.

JOHOR DARUL TAKZIM

SQM 1428
(Formerly known as SQ Morison)
Suite 15.05, Level 15
City Square Office Tower
106-108 Jalan Wong Ah Fook
80000 Johor Bahru
Tel: 07-223 0202   Fax: 07-224 0808
e-mail: admin@sqm.com.my
www.sqm.com.my

WILAYAH PERSEKUTUAN

AKN Arif 1069
(Formerly known as Omar Arif A Rahman &
Associates)
Suite 1602 & 1610, 16th Floor
Plaza Pengkalan
Batu 3 Jalan Ipoh
51200 Kuala Lumpur
Tel: 03-4043 9542   Fax: 03-4043 9544
e-mail: arass001@streamyx.com

SELANGOR DARUL EHSAN

B W Lim & Associate 0953
B-4-13, Sri Alam Condominium
Jalan Kelab Golf KGSAAS
40100 Shah Alam
Tel: 03-5512 9228
email: limbengweh@yahoo.com

WILAYAH PERSEKUTUAN

TL Tax Services 0954
15-2-2, Jalan 4/62D
Medan Putra Business Centre
Off Jalan Damansara
52200 Kuala Lumpur
Tel: 03-6272 1072 Fax: 03-6277 3795
email: limtlg8@streamyx.com

Tong & Associates 0952
No. 5.22, 5th Floor, Plaza Prima
Batu 4 1/2, Jalan Kelang Lama
58000 Kuala Lumpur
Tel: 03-7980 3724   Fax: 03-7980 3725
email: tongsoonnan@yahoo.com

Ceased Operation
SABAH

J. Kong & Co 0139
15, Taman Regent
Lrg Berembun 2 Off Jln Lintas
88300 Kota Kinabalu

New information paper on
Performance Measurement in
the Public Sector
IFAC’s Professional Accountants in Business
Committee has issued a new information pa-
per, Developments in Performance Measure-
ment Structures in Public Sector Entities,
which is designed to assist professional ac-
countants in business and others who work
in the public sector, to better plan, execute and
control their organisation’s service delivery
and to achieve a higher level of accountabil-
ity. This information paper is based on a sur-
vey of public sector organisations, including
government, local councils, public utilities and
various ministries worldwide. Results show
that respondents are satisfied with the perfor-
mance measurement structures in public sec-
tor entities when these structures possess cer-
tain advanced elements, such as a balanced
combination of relevant financial and non-fi-
nancial objectives.

The full report may be downloaded free-of-
charge from the publications section of the IFAC
website at www.ifac.org/store.

Results on new Financial
Reporting Supply Chain
Study released
A new study conducted on 74 IFAC member
bodies from 58 countries, including all ma-
jor economies, shows regulatory progress
in many areas of governance, reporting, au-
diting and the usefulness of financial reports.
In light of the current financial and economic
crisis, the project group that has conducted
this study recommends better application of
already existing regulation, better oversight
and, if necessary, not more but improved
regulation. The results of this study were pre-
sented by Charles Tilley, the Chief Execu-
tive of The Chartered Institute of Manage-
ment Accountants and chair of the project
group, at the annual IFAC Council meeting
held recently. A copy of his presentation can
be found here.

Additional information regarding the project can
be found by visiting the Financial Reporting
Supply Chain web page www.ifac.org/frsc/.

IAASB releases Clarity
Project Update
The staff of the International Auditing and

Assurance Standards Board (IAASB) has
released a Clarity Project Update to assist
individuals whose responsibilities relate to
audits of financial statements in ensuring
that audits are carried out according to the
clarified International Standards on Audit-
ing (ISAs), once they are in effect. The up-
date includes an overview of the main
changes to the ISAs arising from the Clar-
ity Project, and highlights matters to be
considered as jurisdictions implement the
clarified standards. In addition, it provides
information on the status of the clarified
ISAs and clarified ISQC 1 as of October
2008 and where these documents can be
accessed on the IAASB website.

2008 SMP Forum Presentations
now available online
Presentations from the Small and Medium
Practices (SMPs) Forum in Abuja, Nige-
ria, held in October 2008, are now avail-
able in the International Center for Small
and Medium Practices (SMPs) at
www.ifac.org/SMP/. The conference,
which was hosted by IFAC and co-hosted
by the Institute of Chartered Accountants
of Nigeria and the Association of Accoun-
tancy Bodies in West Africa, focused on
identifying and addressing issues facing
SMPs and small and medium-sized entities
(SMEs), particularly those in the African
region. It featured the participation of 130
delegates from 22 countries. Sylvie Voghel,
Chair of IFAC’s SMP Committee, and IFAC
President Robert Bunting were among the
key speakers.

More information on the activities of IFAC’s
SMP Committee is available at www.ifac.org/
SMP/Committee.php.
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… Counting on Humour
Holy Shot!
One Sunday morning, a priest wakes up and decides
to go golfing. He calls his boss and says that he feels
very sick, and won’t be able to go to work.

Way up in heaven, Saint Peter sees all this and asks
God, “Are you really going to let him get away with this?’’

“No, I guess not,’’ says God.
The priest drives about five to six hours

away, so he doesn’t bump into anyone he
knows. The golf course is empty when he gets
there. So he takes his first swing, drives the
ball 495 yards away and gets a hole in one.

Saint Peter watches in disbelief and asks,
“Why did you let him do that?’’

To this God says, “Who’s he going to tell?’’

Optimist vs. Pessimist
A family had twin boys whose only resemblance to
each other was their looks. If one felt it was too hot,
the other thought it was too cold. If one said the TV
was too loud, the other claimed the volume needed to
be turned up. Opposite in every way, one was an eter-
nal optimist, the other a doom and gloom pessimist.

Just to see what would happen, on the twins’
birthday their father loaded the pessimist’s room
with every imaginable toy and game. The optimist’s
room he loaded with horse manure.

That night the father passed by the pessimist’s
room and found him sitting amid his new gifts cry-
ing bitterly.

“Why are you
crying?” the fa-
ther asked.

“Because my
friends will be jeal-
ous, I’ll have to

read all these instructions before I can do anything with
this stuff, I’ll constantly need batteries, and my toys will
eventually get broken.” answered the pessimist twin.

Passing the optimist twin’s room, the father found
him dancing for joy in the pile of manure. “What
are you so happy about?” he asked.

To which his optimist twin replied, “There’s got to
be a pony in here somewhere!”

After Great Britain’s
Beer Festival
After Great Britain’s Beer Fes-
tival, all the brewery Presidents decided it would
be fun to hit a pub in London and go out for a beer.

The first sits down and says, “Hey, Señor, I would
like the world’s best beer, a Corona.”

The bartender dusts off a bottle from the shelf
and gives it to him.

The second says, “I’d like the best beer in the world.
Give me ‘The King of Beers.’ One Budweiser please.”

The bartender gives him one.
Another guy says, “I’d like the only beer made with

Rocky Mountain spring water; give me a Coors.”
The bartender gives him one.
The guy from Guinness sits down as he orders a

Coke. The bartender is a bit taken aback, but gives
him what he ordered.

The other presidents look over at him and ask,
“Why aren’t you drinking a Guinness?”

The Guinness president replies, “Well, if you guys
aren’t drinking beer, neither will I.”

How to Get a Raise
A boss tells his new employee, “I’ll give you 8 bucks
an hour starting today and in three months, I’ll raise
it to 10 bucks an hour. So when would you like to start?’’

“In 3 months.’’

People who Should’ve Won this Year’s
Nobel Prize
� Britney Spears & Eminem Who, combined, have written more books

than they’ve read.

� Dr. Phil Mcgraw Who has managed to convince millions of women to
buy his self-help books, despite the fact that his most hight-profile
patient, Oprah Winfrey, is an overweight woman with serious com-
mitment issues.

� America’s Oil Companies For a lifetime body of work proving that oil
and water don’t mix.

� Bill Gates For creating the X-Box and convincing Americans that
their children need a $200 video game system during a recession.

� The Editors of Maxim For managing to create 300 magazine pages a
month using no other subjects besides beer and models.

� Jared Of the Subway Sandwich fame, whose claim of losing hun-
dreds of pounds and achieving optimum health by eating nothing
but oversized, greasy heroes was questioned by no one.

� That 300 Pound Guy Who always manages to jam himself into the
coach seat right next to yours on coast to coast flights.

� Glaxo Who has managed to make “loose stools” a side effect of
every one of the drugs it produces.
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2009 Calendar of MIA Professional Development Centre (MPDC)

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: cpe@mia.org.my   Homepage: www.mia.org.myA C C O U N T A N T S  :  M A N A G E R S  O F  VA L U E

Location Date    Event Title Speaker Venue Fee CPE Claimable
(RM) Hours

JANUARY 2009

Klang 6 Jan Understanding, Preparing and Presenting Cash Flow Woon Chin Chan
Valley Statement (FRS 107) and Tan Liong Tong Hilton PJ 500 16 HRDF

6 & 7 Jan Corporate Social Responsibility (CSR) Michael Chiam Hotel Istana KL 800 16 HRDF
7 & 8  Jan Financial Reporting Standards in Malaysia — Salient Features Danny Tan Boon Wooi Concorde Hotel KL 700 16 HRDF & SMIDEC
8 & 9 Jan An Entrepreneurial Approach to Credit Management & Debt Recovery Dr. Steven Liew Concorde Hotel KL 700 16
12 & 13 Jan Building Financial Models for Decision-Making Bryan Ng CS Training Choice KL 1,100 16 HRDF
12 & 13 Jan Cost Reduction and Profit Improvement Strategies Dr. Steven Liew Hotel Istana KL 700 16 HRDF
13 Jan Accounting for Common Assets Woon Chin Chan

and Tan Liong Tong Hilton PJ 500 8 HRDF
13 & 14 Jan Practical Approach to Tax Incentives in Malaysia Chow Chee Yen BWP Sri Pacific KL 800 16 HRDF & SMIDEC
13 & 14 Jan Transforming the Finance Function for Quality, Efficiency and Growth Suchitra Mahendraraj Concorde Hotel KL 750 16 HRDF
13 & 14 Jan Executive Certificate in Financial Management for Small Facilitators from

and Medium Enterprise ARI-UiTM Parkroyal KL 800 - HRDF & SMIDEC
13 - 15 Jan Executive Certificate in Financial Management for Facilitators from

Non-Financial Managers ARI-UiTM Hotel Istana KL 1890 - HRDF & SMIDEC
19 Jan Global Recession 2009: Is your Company Ready for it if this Becomes Reality? Kenny Tay BWP Sri Pacific KL 500 8 HRDF
5 & 6 Jan Deferred Taxation Danny Tan Boon Wooi Concorde Hotel KL 700 16 HRDF & SMIDEC
19 & 20 Jan A Comprehensive Workshop on Deferred Taxation Woon Chin Chan

and Tan Liong Tong BWP Sri Pacific KL 950 16 HRDF
20 & 21 Jan Effective Charting Toolkits for Accountants Bryan Ng CS Training Choice KL 1,100 16 HRDF

Northern 12 & 13 Jan Company Secretarial Practice & Annual Return Tan Teng Chai Star City, Alor Setar 800 16 HRDF, SMIDEC, SIDC
Region 13 & 14 Jan Financing Your Business Peter Fong Traders Hotel Penang 800 16 HRDF

14 & 15 Jan Company Secretarial Practice & Annual Return Tan Teng Chai Kelab Cinta Sayang 800 16 HRDF, SMIDEC, SIDC

15 & 16 Jan Practical Approach to Tax Incentives in Malaysia Chow Chee Yen Traders Hotel Penang 800 16 HRDF & SMIDEC
24 & 25 Feb Company Secretarial Practice & Annual Return Tan Teng Chai Traders Hotel Penang 800 16 HRDF, SMIDEC, SIDC

Southern 19 & 20 Jan Capital Allowances Maximisation Harvindar Singh Puteri Pacific JB 800 16 HRDF & SMIDEC
East 15 Jan International Standards on Quality Control 1 and Lim Seong On and
Malaysia Practice Review Findings Mohd Noor Abu Bakar Hyatt Regency KK 400 8

16 Jan International Standards on Quality Control 1 and Lim Seong On and
Practice Review Findings Mohd Noor Abu Bakar Holiday Inn Kuching 400 8

20 & 21 Jan Practical Approach to Tax Incentives in Malaysia Chow Chee Yen Sabah Hotel 800 16 HRDF & SMIDEC
FEBRUARY 2009
Klang 5 & 6 Feb Understanding Private Entities Reporting Standards Danny Tan Boon Wooi Hilton PJ 700 16 HRDF, SMIDEC
Valley 9 & 10 Feb Capital Allowances Maximisation Harvindar Singh Hilton PJ 800 16 HRDF & SMIDEC

18 & 19 Feb Company Secretarial Practice & Annual Return Tan Teng Chai Concorde Hotel KL 800 16 HRDF, SMIDEC, SIDC
23 & 24 Feb Financing Your Business Peter Fong Hotel Istana KL 800 16 HRDF

Northern 16 & 17 Feb Cost Reduction and Profit Improvement Strategies Dr. Steven Liew Traders Hotel, Penang 700 16 HRDF
Southern 11 & 12 Feb Company Secretarial Practice & Annual Return Tan Teng Chai Equatorial Melaka 800 16 HRDF, SMIDEC, SIDC
Region 16 & 17 Feb Financing Your Business Peter Fong Puteri Pacific JB 800 16 HRDF

23 & 24 Feb Cost Reduction and Profit Improvement Strategies Dr. Steven Liew Puteri Pacific JB 700 16 HRDF
East 5 & 6 Feb Practical Approach to Tax Incentives in Malaysia Chow Chee Yen Shangri-La Resort KK 800 16 HRDF & SMIDEC
Malaysia 10 & 11 Feb Practical Approach to Tax Incentives in Malaysia Chow Chee Yen Hotel Emas Tawau 800 16 HRDF & SMIDEC
Information Technology Programme
Klang 6 & 7 Jan Microsoft Word 2003 (Fundamental & Intermediate) tba PentaWise Sdn Bhd 250 16
Valley 5 Jan Microsoft PowerPoint 2003 (Fundamental & Intermediate) tba PentaWise Sdn Bhd 150 8

12 Jan Microsoft PowerPoint 2003 (Advanced) tba PentaWise Sdn Bhd 170 8
19 & 20 Jan Microsoft Project 2003 (Fundamental & Intermediate) tba PentaWise Sdn Bhd 520 16
8 & 9 Jan Microsoft Excel 2003 (Fundamental & Intermediate) tba PentaWise Sdn Bhd 250 16
22 & 23 Jan Microsoft Excel 2003 (Advanced) tba PentaWise Sdn Bhd 300 16
21 Jan Networking Fundamental tba PentaWise Sdn Bhd 150 8
21 Jan Analysing Financial Data with MS Excel Chan Phooi Lai PentaWise Sdn Bhd 500 8
15 & 16 Jan Tasks Automation using MS Excel Macro/VBA Chan Phooi Lai PentaWise Sdn Bhd 800 16
19 Jan Expanding Microsoft Excel Charts Chan Phooi Lai PentaWise Sdn Bhd 350 8
13 & 14 Jan Microsoft Excel Functions and Formulas Chan Phooi Lai PentaWise Sdn Bhd 800 16
20 Jan Financial Data Management with PivotTables Chan Phooi Lai PentaWise Sdn Bhd 400 8
26 & 27 Feb Microsoft Word 2003 (Advanced) tba PentaWise Sdn Bhd 270 16
3 Feb Microsoft PowerPoint 2003 (Fundamental & Intermediate) tba PentaWise Sdn Bhd 150 8
16 Feb Microsoft PowerPoint 2003 (Advanced) tba PentaWise Sdn Bhd 170 8
17 & 18 Feb Microsoft Access 2003 (Fundamental & Intermediate) tba PentaWise Sdn Bhd 250 16
24 & 25 Feb Microsoft Access 2003 (Advanced) tba PentaWise Sdn Bhd 410 16
17 & 18 Feb Microsoft Outlook 2003 (Fundamental & Intermediate) tba PentaWise Sdn Bhd 320 16
26 & 27 Feb Microsoft Frontpage 2003 (Fundamental & Intermediate) tba PentaWise Sdn Bhd 450 16
5 & 6 Feb Microsoft Excel 2003 (Fundamental & Intermediate) tba PentaWise Sdn Bhd 250 16
12 & 13 Feb Microsoft Excel 2003 (Advanced) tba PentaWise Sdn Bhd 300 16
4 Feb Analysing Financial Data with MS Excel Chan Phooi Lai PentaWise Sdn Bhd 500 8
19 & 20 Feb Tasks Automation using MS Excel Macro/VBA Chan Phooi Lai PentaWise Sdn Bhd 800 16
10 & 11 Feb Microsoft Excel Functions and Formulas Chan Phooi Lai PentaWise Sdn Bhd 800 16
16 Feb Financial Data Management with PivotTables Chan Phooi Lai PentaWise Sdn Bhd 400 8


