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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?  e-mail: communications@mia.org.my  

LETTERS TO THE EDITOR ///// 

editor’s note

2009 turned out to be a rocky year 
economically for nations all around 
the globe, and Malaysia was no 

exception. Although billion-ringgit stimulus 
packages helped to stave off the worst of 
the damage, there’s no denying that the 
global economic landscape has changed, 
and economic formulas that used to work 
wonders may have lost their potency. Case in 
point: during the Great Asian Crisis of 1997, 
Malaysia exported its way back to health as 
the US maintained its lavish consumption as 
the world’s largest economy. But exports are 
no longer the panacea as the US and other 
developed nations are curbing consumption 
in response to their own internal pains.

The solution lies in crafting a new economic 
model designed to add value and innovation 
while moving Malaysia up into the elite tier 
of high-income nations. Although the fine 
print of the high income economic model 
has yet to be unveiled, Chairman of the 
National Economic Action Council, Tan Sri 
Datuk Amirsham A. Aziz commented on 
some common-sense strategies for reform 
in this month’s cover story.    

High incomes and ramped-up economic 
growth need to go hand-in-hand with 
governance and principles in order to nurture 
social maturity. Corporate governance has 

failed to deliver adequate oversight of critical 
industries such as banking and fat cats like 
Bernard Madoff. Can human governance 
deliver the goods? Find out in this issue.  

With 2010 right around the corner, it’s also 
time to take stock and make resolutions to 
improve. Those intending to do business in 
China might like to take note of our etiquette 
do’s and don’ts for success behind the 
red curtain. And everybody could do with 
brushing up their mobile phone manners as 
we become increasingly connected. Apart 
from improving your own self, what about 
enhancing your environment? Check out 
our aesthetic office offerings that can jazz up 
your workspace and boost productivity.

Thinking of a peaceful getaway these 
holidays? Try Tembok, located in a secluded 
corner of Bali (yes, that very same hedonistic, 
tourist-infested Bali) and immerse yourself in 
cultural and leisure pursuits far away from 
the madding crowd.

Finally, on behalf of MIA, here’s wishing a 
merry X’mas to all!

Happy reading! 

EDITOR

Crafting a New 
Economic Model

The solution lies 

in crafting a new 

economic model 

designed to add value 

and innovation while 

moving Malaysia up 

into the elite tier of 

high-income nations.
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the economy

cover story

rebooting
Nazatul Izma 
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MALAYSIA IS STUCK IN THE MIDDLE OF THE ROAD. A PLAN IS BEING SHAPED TO SHIFT THE 

ECONOMY INTO HIGHINCOME MODE, BUT AS ALWAYS, IMPLEMENTATION AND THE WILL 

FOR ACTION WILL DETERMINE SUCCESS. CAN MALAYSIANS OVERCOME THEIR DENIAL 

AND INERTIA TO LEAVE THEIR COMFORT ZONES?

M
alaysia is infected with 
the middleton syn-
drome. “We’re stuck in 
the middle-income track, 
which is good enough for 

where we are today but makes it chal-
lenging for us to move up to become 
a developed higher income economy,” 
noted Tan Sri Datuk Amirsham A. Aziz, 
Chairman of the National 
Economic Action Council 
(NEAC), at the National 
Accountants Conference 
2009 plenary ses-
sion on “Rebooting the 
Economy”.

According to the 
World Bank, Malaysia 
falls under the category 
of the upper middle-
income group (ranked 85th in the world) 
based on its gross national income (GNI) 
per capita of US$6,540 (RM22,013.64) 
last year. Currently, a high-income nation 
is defined as one with GNI per capita 
of more than US$11,905 (RM40,072.23). 
The goalposts of high income are con-
stantly moving though, meaning that 
Malaysia will have to keep improving to 
catch up; the World Bank’s threshold for 
high-income economies is projected to 
reach US$17,000 (RM57,222) by 2020. 
Although Malaysia’s income levels have 
risen over the years, we are behind the 
likes of South Korea, which was on the 
same level as Malaysia in the 1970s but 
has since tripled their per capita income 
levels. Neither is Malaysia making much 
headway in disseminating incomes more 
equitably, with the 80:20 rule still preva-
lent – where 80% of wealth is concen-
trated in 20% of the population’s hands.  

Part of the reason for our middle-
ton status is that Malaysia has stood 
still – and perhaps even fallen behind 
as other economies progressed. “Nearly 
a decade post-Asian crisis, we have lost 
our competitive edge. Our neighbours 
have caught up. There is little for inves-
tors now to differentiate us from the rest 
of our ASEAN and Asian cousins,” said 

Amirsham.
One key prob-

lem in Amirsham’s 
opinion is Malaysia’s 
failure to capitalise 
on its earlier lead 
as a high-growth 
economy to invest 
in adding value, 
unlike resource-
poor nations such 

as Singapore and South Korea. “Malaysia 
is rich in natural resources but has yet 
to capitalise on these. We export com-
modities primarily 
in raw form. We 
must invest more 
in research and 
development and 
downstream activi-
ties to add value and 
reduce our exposure 
to price volatility.”  

Is the goal of the 
high income econ-
omy doable? The 
Asian crisis of 1997 
as well as last year’s economic meltdown 
disrupted Malaysia’s economic growth 
patterns. The country saw annual GDP 
growth dropping from 9.1% during 1990 – 
1997 to 5.5% from 2000 – 2007. For 2009, 
as Malaysia recovers from the impact of 

a global recession, real GDP is projected 
to contract 2.3 per cent this year before 
growing by 4.1 per cent next year. 

Moving forward, the Government 
aims to achieve an average annual gross 
domestic product growth (GDP) of 5.5% 
in the 10th Malaysia Plan (10MP) span-
ning 2011 – 2015 with a total estimat-
ed development expenditure of RM230 
billion. In the Budget 2010 allocation, 
operating expenditure and development 
expenditure was reduced in order to 
cap the budget deficit at 5.6% of gross 
domestic product going forward from the 
current 7.6% for 2009. 

The anticipated decline in GDP 
growth will take a heavy toll on Malaysia’s 
progress towards the desired developed 
nation status of 2020. In order to achieve 
developed nation status by 2020, the econ-
omy would have to grow at an annual rate 
of 8% over the next 10 years. An annual 
GDP growth of 6% would mean delay-

ing the achievement of 
high-income status by 10 
years to 2030 rather than 
2020, according to NEAC 
projections. 

How does Malaysia 
intend to become a 
high-income economy? 
Although the sustain-
able high-income model 
hasn’t been unveiled 
yet, there are common 
sense strategies that 

must be undertaken for the economy 
and incomes to move to a higher growth 
trajectory. “The Strategic Transformation 
Framework is nothing new,” explained 
Amirsham. “We are taking stock of the 
situation and there are no alarming new 

REBOOTING THE ECONOMY

Although Malaysia’s income 
levels have risen over the 
years, we are behind the 

likes of South Korea, which 
was on the same level as 
Malaysia in the 1970s but 
has since tripled their per 

capita income levels. 

The anticipated decline 
in GDP growth will take a 
heavy toll on Malaysia’s 

progress towards the 
desired developed nation 
status of 2020. In order to 
achieve developed nation 

status by 2020, the economy 
would have to grow at an 

annual rate of 8% over the 
next 10 years.
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REBOOTING THE ECONOMY

discoveries, but we do need to work 
harder so that reform takes place.”

Importantly, the private sector needs 
to take over the driver’s seat, leaving the 
government to become more of a facilita-
tor of business, said Amirsham. “The 
government doesn’t know best but the 
private sector does. It’s high time the gov-
ernment passes the baton to the private 
sector, which is nimble enough to react to 
change in global economic conditions.”

However, Amirsham cautions that 
the NEAC’s role is not to undertake 
government reforms, “but where reform 
impinges on government institutions, we 
will recommend reforms. We may recom-
mend that some industries be fast-tracked 
but we do not recommend abandoning 
any sector or industry since that should 
be left to the market to determine where 
resources should be better allocated.”

Amirsham indicated that the govern-
ment wishes the private sector to play a 
stronger role in investment. There has 
been a drop in investment by the private 
sector due to weakened economic condi-
tions. Government investment has been 
picking up the slack from retreating pri-
vate investment, therefore straining the 
government budget. But the status quo 
has to change if the government is to 
restrain the budget deficit. 

Private investment is also expected 
to take up the slack from lessening for-
eign direct investment (FDI), which 
has dropped drastically over the past 
one year as competition from lower-
cost and higher productivity countries 
picks up. According 
to the United Nations 
Conference on Trade 
and Development 
(UNCTAD), Malaysia 
accounted for only 
2.6% of the total FDI 
inflows to developing 
Asia in 2007, com-
pared with around 8% 
in the mid-1990s and 
more than 10% in the 
1980s.

According to the Malaysian Industrial 
Development Authority (MIDA), total 
FDI for this year is expected to fall by 
half from RM46.1billion recorded last 
year. For the first five months of this 
year, only about RM4.2billion of FDI had 
been approved by the Government. But 
viewed positively, the drop in FDI is partly 
because Malaysia is now more selective 
in approving projects proposed by foreign 
investors. FDIs in skill-intensive industries 
emphasising innovation and knowledge, 
instead of labour-intensive industries, are 

being targeted as the country attempts 
to move up the value chain. On the other 
hand, investors are seriously concerned 
about crime and security as well as the 
availability of a skilled workforce. On the 
bright side, Malaysia is holding its own in 

terms of business com-
petitiveness.  

To push the transi-
tion, the 10MP targets 
an expected participa-
tion of more than 50% 
in 10MP projects by 
the private sector. The 
playing field has been 
liberalised to encour-
age foreign investors to 
take up equity stakes 
in local companies 

and encouraging joint-venture projects. 
The anticipated privatisation of selected 
Government agencies is also expected to 
stimulate private sector enterprise.

Notably, the recent liberalisation of 
the 27 services sub-sectors such as health 
and social services, tourism, transport, 
business services and computer and 
related services aimed to create a more 
market-oriented and open economy free 
of barriers, in line with external trends. 
This type of liberalisation is expected 
to promote the services sector, which 

The playing field has been 
liberalised to encourage 

foreign investors to take up 
equity stakes in local compa-
nies and encouraging joint-
venture projects. The antici-

pated privatisation of selected 
Government agencies is also 
expected to stimulate private 

sector enterprise.
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currently contributes about 55% to the 
country’s gross domestic product (GDP). 
Although the manufacturing sector, 
which currently contributes about 30% 
to GDP, will still play its role as an engine 
of growth for the country’s economy, 
the aim is to have the services sector 
represent more than 60% of the country’s 
GDP by the end of the Third Industrial 
Master Plan which runs from 2006–2020. 
An increased services component is the 
hallmark of a high income economy.

Malaysia also needs to develop other 
sources of growth instead of relying on 
domestic consumption to fuel the econo-
my. “By using domestic consumption as 
a driver, the market is looking inwards,” 
warned Amirsham. Consumption has to 
look for larger markets given the small 
size of the domestic market of 27 million. 

The focus of growth is now in Asia, 
as growth in advanced countries is slow. 
Amirsham urged the private sector to 
diversify into the 500-million strong 
ASEAN market as well as the 2.5 billion 
market comprising Asia, including China 
and India.  

Ultimately, the secret to achieving 
high incomes hinges on development 
of intangible capital, which refers to 
human capital, social capital and the qual-
ity of institutions. One thrust of the high 

income economic model depends on 
human capital development in order 
to drive innovation – and productivity. 
Awesome strategies will simply remain 
on the drawing board without execu-
tion and implemen-
tation, which has 
traditionally been 
Malaysia’s Achilles’ 
heel. Human capital 
must be upgraded as 
we pursue a higher 
income economic 
model, since moving 
up the value chain 
would entail the 
employment of tal-
ent with higher qual-
ifications and skills. 
Accountants will be 
a key part of the tal-
ent pool, since financial skills are essen-
tial in running the economy, whether in 
the private or public sector. 

The quality of education is the key to 
enhancing talent. Spending on education 
has reaped scant results. “Irrespective 
of investing heavily in education as com-
pared to other nations, the results are 
disappointing,” pointed out Amirsham 
bluntly. “The last mile of tertiary educa-
tion must improve (to make graduates 

employable as they approach the work-
force.” 

Even in terms of numbers, Malaysia 
still lags behind developed nations in 
terms of higher education: for instance, 
only 5% of Malaysians have post-sec-
ondary qualifications compared to 30% 
in South Korea, estimated Amirsham. 
Spending on research and development 
is still very low, which is worrying. 
Headcount is abysmal: there are only 
509 researchers per 10,000 people in 
Malaysia. And in international league 
tables, Malaysia is stuck in the middle 
whether it comes to university rankings 
or the achievements of students in math 
and science, important subjects for inno-
vation. Amirsham envisioned some gran-
diose improvements, such as ensuring 
that only graduate teachers are employed 
in elementary schools, in line with coun-
tries such as South Korea, Finland and 
Singapore. Currently, only 26% of primary 
school teachers have degrees.

On a final note, Malaysians need to 
leave their comfort zones and the state 

of denial to become a 
high income nation. 
To reiterate, it is no 
longer sufficient for 
Malaysia to rely on the 
old-school model of 
producing low value-
added products and 
commodities now that 
more efficient and cost-
competitive rivals such 
as China and Vietnam 
have emerged, espe-
cially in light of export 
markets that have fall-
en off the cliff as devel-

oped nations like the US and EU curb 
consumption. 

“The NEAC is a transformation agent. 
We recognise the need to convince stake-
holders of the compelling need for change. 
We must admit the existence of the prob-
lem to move past the denial stage,” said 
Amirsham. “The picture is not of forebod-
ing gloom but it’s not all blue skies either. 
It’s a picture of middleness. All is not lost 
but there is work to be done.” 

REBOOTING THE ECONOMY

To reiterate, it is no longer suf-
ficient for Malaysia to rely on 

the old-school model of produc-
ing low value-added products 

and commodities now that more 
efficient and cost-competi-

tive rivals such as China and 
Vietnam have emerged, espe-

cially in light of export markets 
that have fallen off the cliff as 
developed nations like the US 

and EU curb consumption. 
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T
he Commonwealth is a volun-
tary association of 53 independ-
ent sovereign states spread 
over every continent and ocean. 
Together they account for more 

than 30% of the world’s population. The 
Commonwealth works to promote peace 
and international co-operation, democ-
racy and good governance, respect for 
human rights and the rule of law, and the 
alleviation of poverty through sustainable 
economic and social development. PPP is 
recognised as one of the drivers to bring 
development to our member countries.

The Commonwealth includes a diverse 
mix of countries including large countries 
such as India and Nigeria as well as 
small island states such as the Caribbean 
islands; fast-growing economies such as 
India, Mozambique and Tanzania as well 
as slower-growing economies with near 
zero or negative GDP growth rates in 
some years such as Lesotho and Guyana; 
countries with considerable experience 
in infrastructure PPPs such as India, 
Malaysia and Nigeria and others that 
are just embarking on their national 
PPP programmes such as some of the 
African states. The overall PPP experi-
ence provides important lessons for the 
Commonwealth countries. 

In many low-income Commonwealth 
countries, as throughout the rest of 
the developing world, there is a large 
infrastructure gap. Existing infrastruc-
ture levels are incapable of meeting 
growing population demands, and are 
an important constraint to economic 
and social development. Without signifi-
cant infrastructure development, this 
will only get worse as demands for 
infrastructure services rise alongside 
broader economic growth and rural-
urban migration.

Table 1  provides some met-
rics of the infrastructure gap in select 
Commonwealth developing countries.

Table 1 illustrates the infrastruc-
ture challenge across the Commonwealth 
countries today. While some infrastruc-
ture deficits directly impact development, 
such as poor access to water and sanita-
tion, other deficits such as poor access 
to electricity lead to missed economic 
opportunities and the consequent impact 
on overall development. For example, 
only around 8% of the total roads are 
paved in Tanzania and Cameroon, an 
infrastructure gap that constrains busi-
nesses as well as access to vital health 
and education services. In addition, only 

about half of the population in Kenya, 
Nigeria and Tanzania have access to an 
improved water source, with the con-
comitant impact on transmission of dis-
ease and hygiene levels, particularly for 
women and children. 

There is also considerable diversity 
amongst the Commonwealth countries 
– for example, the average electric power 
consumption for all Commonwealth coun-
tries is 1,684.7 kWh per capita, while it is 
much higher than the average in some 
countries such as Malaysia, and much 
lower in others such as Tanzania. 

A study by the Africa Infrastructure 
Country Diagnostic (AICD) estimates that 
if African countries could improve their 
infrastructure levels to that of Mauritius 
(part of Africa), they would benefit from 
an additional 2.2% GDP growth per head 
each year. They would gain an addi-
tional 0.4% with infrastructure coverage 
comparable to South Korea. Enterprise 
surveys carried out by the World Bank 
also present some interesting results – in 
2006, Indian firms reported losing 6.62% 
of sales due to power outages, whereas in 
Uganda the loss was even higher at 10%. 
In Kenya and Nigeria, over 30% and 75% of 
firms respectively, identified transport as 
a major constraint. 

economy

Part 2 of a three-part series on public-private partnership (PPP) programmes examines PPPs within the context 

of the Commonwealth, which is a diverse mix of large and small countries. The Commonwealth has 32 members 

which are termed as Small States – countries which have a population of  less than 1.5 million or are geographi-

cally isolated.  Most of the countries are developing economies where the needs for infrastructure development 

are huge, and many of the countries have large populations (e.g. Nigeria’s population is 150 million) and offer tre-

mendous investment opportunities through PPP/PFI projects. Most of the countries have similar legal systems to 

Malaysia’s, and most are years behind Malaysia in their PPP experiences and development. However, PPPs can be a 

key platform for their growth.

RECENT PPP EXPERIENCE IN

Commonwealth Developing 
Countries HK Yong
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RECENT PPP EXPERIENCE IN COMMONWEALTH DEVELOPING COUNTRIES

Region Country Electric power

consumption3

Roads, 

paved4

Improved sani-

tation facilities, 

urban5

Improved 

water 

source6

EAP Brunei Darussalam 8,173.8 77.2% 99.0%

Malaysia 3,387.6 79.8% 95.0% 99.0%

Papua New Guinea 3.5% 67.0% 40.0%

LAC Antigua and Barbuda 33.0% 98.0%

Jamaica 2,453.2 73.3% 82.0% 93.0%

Trinidad and Tobago 5,005.9 51.1% 92.0% 94.0%

SAR Bangladesh 146.0 10.0% 48.0% 80.0%

India 502.8 47.4% 52.0% 89.0%

Sri Lanka 400.1 81.0% 89.0% 82.0%

SSA Cameroon 185.6 8.4% 58.0% 70.0%

Ghana 303.6 14.9% 15.0% 80.0%

Kenya 145.3 14.1% 19.0% 57.0%

Nigeria 116.4 15.0% 35.0% 47.0%

Tanzania 58.8 8.6% 31.0% 55.0%

TABLE 1: THE INFRASTRUCTURE GAP IN SELECT COMMONWEALTH NATIONS  

The enabling environment for PPPs var-
ies substantially between Commonwealth 
developing countries. While some coun-
tries have more supportive enabling envi-
ronments, other countries still need to 
develop a facilitating environment for 
infrastructure PPPs. 

The enabling environment com-
prises a number of different elements 
including the policy, legal and regula-
tory framework. While an assessment of 
these frameworks is beyond the scope of 
this article, some other overall indicators 
such as the IFC’s Ease of Doing Business 
indicator as well as a measure of political 
risk (Oxford Analytica / Aon) provide a 
useful reference point. Table 2 provides 
the four highest and lowest ranking coun-
tries as per the IFC Doing Business 2009 
rankings, and their Oxford Analytica / 
Aon perceived political risk levels. This 
is also supplemented by Figure 1 that 
provides a heat map of the political risk 
indicator across the Commonwealth. 

FIGURE 1: PERCEIVED POLITICAL RISK IN COMMONWEALTH COUNTRIES

KEY: NONCOMMONWEALTH;  LOWRISK;  MEDIUM LOWRISK;  MEDIUM RISK   MEDIUM HIGHRISK;  HIGH RISK  
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A number of African countries have 
received low scores in the overall rank-
ing of 181 countries covered by the IFC 
Doing Business Indicators. However sev-
eral, including Senegal, Burkina Faso and 
Botswana, have improved their rankings 
over time.

The Oxford Analytica / Aon political 
risk level indicator reflects an important 
component of the state of the enabling 
environment in a country, impacting 
private sector investor confidence in a 
particular country. As per the latest list 
published in 2009, three Commonwealth 
countries, namely Kenya, Nigeria and 
Pakistan have been accorded as ‘high 
risk’. A number of the small island states 
in the LAC region have been listed a 
‘medium-low’ rank, such as Trinidad and 
Tobago, St Lucia, etc. 

Table 2 also shows that there is 
some correlation between the ease of 
doing business and the political risk level, 
with most countries ranking high on the 
former indicator being ranked medium-
low or medium in terms of political risk 
and most countries with a low ease of 
doing business rank being accorded a 
‘medium-high’ level of political risk.

Private sector participation in infrastruc-
ture in Commonwealth developing coun-
tries is becoming increasingly important. 
In the 1990s, a total of 314 projects, 
with investments valued at US$125.3bn 
reached financial close; 431 projects 
with investments of US$109.2bn reached 
financial close between 2000 and 2007. In 
particular, from 2005 to 2007, infrastruc-
ture projects with private participation 
in Commonwealth developing countries 
represented 37.5% of the total number 
of projects reaching financial close and 
34.6% of total investment commitments 
across all developing countries. 

However, much of this trend is domi-
nated by India and Malaysia, with the 
former having the largest number of 
projects over the period 1990-2007 in 
terms of both number and value (see 
Figure 2). 

Country Overall ease of 

doing business 

rank ( / 181)

Oxford Analytica / Aon 

Political Risk level

Malaysia 20 Medium

Mauritius 24 Medium-low

South Africa 32 Medium

St. Lucia 34 Medium-low

Malawi 134 Medium-high

Mozambique 141 Medium-high

Sierra Leone 156 Medium-high

Cameroon 164 Medium

Table 2: Doing Business and Political Risk Indicators in Commonwealth nations

Highest ranking 
Commonwealth 
countries

Lower ranking 
Commonwealth 
countries

Figure 2: Global distribution of infrastructure projects with private participation in 

Commonwealth countries, 1990-2007

Sub-Saharan Africa
22.9%

India 39.9%

Rest of South Asia
12.4%

Rest of South Asia
0.2%

Latin America and 
Caribbean 1.6%

Malaysia 13.7%

Sub-Saharan Africa
28.4%

Rest of South Asia
12.4%

India 40%

Rest of South Asia
1.4%

Latin America and 
Caribbean 4.2%
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However, the post 2000 years have 
also seen a number of transactions in 
other Commonwealth countries as well. 
Table 3 shows the number of infrastruc-
ture projects with private participation 
that have reached financial close in the 
years 2000-08 in some Commonwealth 
developing countries apart from India 
and Malaysia.

Figure 3 provides a comparison of 
infrastructure trends by type of contract 
between the Commonwealth and the rest 
of the developing world.

As the figure shows, greenfield 
projects have dominated. However in 
more recent years, the number of conces-
sion projects in Commonwealth coun-
tries has seen a rise (and a subsequent 
fall). Divestitures appear to be far less 
prominent in Commonwealth developing 
countries as against developing countries 
as a whole. As mentioned above, the 
Commonwealth trends are dominated by 

India and Malaysia – however the trends 
by contract excluding these two coun-
tries are not so different, with greenfield 
projects being the most frequent type, 
particularly in the 1990s, and concessions 
experiencing a sharp peak in 2005.

In terms of sector, transport BOTs 
and energy IPPs have dominated in India. 
Similarly, road and electricity projects 
have been the most frequent in Malaysia. 
The energy sector has seen the most 
number of transactions in all other 
Commonwealth countries over the period 
1990-2007.

The experience of PPP transactions 
across the Commonwealth developing 
countries, and within sectors in each 
country, has varied substantially, based 
on the nature and extent of the con-

Country Number of projects

Nigeria 49

Pakistan 47

South Africa 32

Bangladesh 23

Sri Lanka 22

Tanzania 21

Kenya 16

Ghana 15

Mozambique 15

Uganda 15

Table 3: Infrastructure projects with pri-

vate participation that have reached 

financial close in the years 2000-08 in 

Commonwealth developing countries (apart 

from India and Malaysia)
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Commonwealth countries and all developing countries, 1990-2007
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straints to infrastructure PPPs. In addi-
tion, different models have been adopted 
in different country and sector contexts, 
which present important examples for 
both good and bad practice, as well as 
present many interesting lessons going 
forward. A detailed examination of the 
different models employed is beyond the 
scope of this article.  

In the energy sector, Independent 
Power Projects (IPPs) have dominated 
infrastructure PPPs in most countries. 
Box 1 provides a discussion on the expe-
rience of IPPs in Africa. 

In addition, the Meghnaghat power 
project in Bangladesh presents an inter-
esting example of a successful large-
scale IPP, awarded through a competitive 
bidding process, and financed through 
both donor organisations as well as a gov-
ernment-owned financial institution, the 
Infrastructure Development Company 
Limited (IDCOL). A Power Purchase 
Agreement (PPA) from the Bangladesh 
Power Development Board (BPDB) to 
take or pay for all electricity generated up 
to a plant load factor of 85% made the deal 
attractive to the private sector. The plant 
commenced commercial operations in 
2002 and has increased power reliability 
at a reasonable cost.

Energy sector PPPs have also been 
undertaken in the transmission and dis-
tribution sectors. The Tala transmission 
project in India is the first inter-state 
transmission project undertaken via a 
PPP and is also the first BOT electricity 
transmission line outside the LAC region. 
The project highlights the importance of 
structuring a PPP transaction keeping in 
mind private sector incentives, as the reg-
ulators increased the allowable IRR for 
the private investors. The energy distri-
bution sector has had fewer transactions, 
with some PPPs in India more recently. In 
addition, in 2005 the Ugandan electricity 
distribution system was concessioned as 
a joint venture between CDC and Eskom 
(the ‘Umeme concession’). Experience 
has been mixed with this contract. There 
has been some progress in investment 
and connectivity with the introduction of 
the PPP, however system losses have not 

decreased, tariffs have repeatedly risen 
and there have been difficulties related to 
its structure as a joint venture.

In the transport sector, the annuity-
based contracts employed in the roads 
sector in India presents an interesting 
model. Under the annuity model, traffic/ 

demand risk is allocated to the govern-
ment, which was instrumental in attract-
ing private sector participation in the 
initial years of PPPs in the roads sector 
in India. An example is the Panagarh-
Palsit highway project in India, which 
was awarded on an annuity basis. This 

BOX 1: IPPs IN AFRICA

IPPs are privately financed greenfield generation projects, typically supported by 

limited or non-recourse loans, and long term power purchase agreements. They 

are governed by contract and do not normally require independent regulation.

IPPs emerged as a new model for African power systems in the 1990s, adding 

capacity to bolster predominantly state-owned energy sectors, or as part of 

wholesale energy sector unbundling and reform. They were considered to be 

a “quick and relatively easy fix to persistent supply constraints, and could also 

potentially serve to benchmark state-owned supply and gradually introduce 

competition.” Over the course of the decade they gained increasing support 

from international development institutions, receiving preference over state-

owned operations. Support for African IPPs peaked in 1997, with US$1.8bn of 

IPP investment being committed. Despite its subsequent decline, IPPs remain a 

viable option in many countries. IPPs contribute greater than 50% of electricity 

generated in Tanzania. Kenya and Nigeria have also been active in pursing IPPs.

Examples of Commonwealth IPPs in Africa

Kenya : Westmont (46MW US$35m), Iberafrica (56MW US$35m),  

  OrPower4 (13MW US$54m), Tsavo (75MW US$85m)

Tanzania : IPTL (100MW US$120m), Songas (180MW US$316m), Mtwara  

  (12MW US$8.2m)

Nigeria : AES Barge (270MW US$240m), Okpai (450MW US$462m)

40 IPPs had been commissioned in Africa by 2007, with varying degrees of success. 

Gratwick and Eberhard (2008) found that across these projects there are certain 

factors that influenced the likelihood of renegotiation or failure. They found an 

increased likelihood where there was a perceived imbalance between project 

sponsors and host governments. On the other hand they found that projects 

clearly benefit from favourable enabling environment factors and where more 

‘development-minded’ firms and DFIs are involved.

Key references

Gratwick, K. L. and Eberhard, A (2008) “An Analysis of Independent Power Projects 

in Africa: understanding development and investment outcomes” Development 

Policy Review 26 (3): 309-338  http://www.gsb.uct.ac.za/gsbwebb/mir/documents/

AfricanIPPs2008DPR.pdfv
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project forms a part of the main highways 
project in India (the ‘Golden Quadrilateral 
project’), at a total cost of US$69m. The 
financing package has a debt-equity ratio 
of 2:1, a higher than usual ratio as com-
pared to typical toll-based projects, as 
the annuity payments are considered to 
be a secure and stable source of funding 
by the financial community. However, 
the project was operational five months 
behind schedule, caused mainly due to 
the difficulties in securing land – an issue 
that remains an important constraint in 
PPP projects in India and globally. In 
recent years however, with greater devel-
opment of both the private sector and the 
local credit markets, the Indian govern-
ment is focusing more on BOT-based 
road contracts, many of which are on 
revenue-sharing basis.

Airport PPPs have also gained con-
siderable importance, especially in the 
post 2000 years. There have been a few 
concession and greenfield airport PPPs 
in India, Pakistan, Bangladesh, Malaysia, 
Jamaica, Nigeria and South Africa. The 
experience of the Nigerian airport BOT is 
particularly interesting given the delays 
in project operations (stemming from 
both the cancellation of the original con-
tract and re-awarding to the current oper-
ator as well as the difficulty faced by the 
current operator in achieving financial 
close), and the current situation wherein 
all domestic flights continue to operate 
from the old airport terminal thereby 
putting significant pressure on the abil-
ity of the private sponsor to recover its 
investments and thus placing the financial 
viability of the project at risk (the writer 
flew from Johannesburg airport to Lagos  
and noted that Lagos airport could benefit 
from drawing lessons from the success 
story of the new Delhi airport implement-
ed on a PPP basis, and of which Malaysia 
Airports Berhad or MAB is a member 
of the PPP consortium). This shows the 
difficulty of enforcing contractual agree-
ments in some developing countries. 

A major transaction in the railways 
sector is the Kenya-Uganda rail conces-
sion, which was awarded to the Rift Valley 
Railways (RVR) consortium for 25 years 

in December 2006. However, the project 
has run into considerable operational 
and legal difficulties since then, which 
have seriously hampered its likelihood of 
success. Issues relating to lack of invest-
ment and improvements in operational 
effectiveness have led the governments 
to consider cancellation of the contract. 
However more recently, the parties have 
reached an out-of-court settlement where-
by RVR will continue to be the conces-
sionaire in exchange for the dilution of 
Sheltam’s (the main sponsor) sharehold-
ings from 35% to 10%. This case study 
highlights the importance of attracting 
‘competent’ private companies for the 
successful implementation of the con-
tract. In this case, there were concerns 
that Sheltam lacked the experience of 
running a complex railway network and 
therefore was not in a position to enhance 
cash flow sufficiently to generate the 
required investment resources. In addi-
tion, the different approaches followed by 
the Kenyan and Ugandan governments 
point to the political dimension of run-
ning a cross-border PPP contract, and 
the difficulties that may arise in achieving 
cooperation between the Governments 
involved.

The water and sanitation sectors 
have seen the least number of PPPs 
amongst the core infrastructure sectors. 
The main PPP transactions in this sector 
have been in India, Malaysia and South 
Africa, where there have been some BOT 
(and associated variants) contracts for 
treatment plants as well as a few con-
cessions (the Greater Nelspruit Utility 
Company in South Africa and the Latur 
Water Supply Scheme in India). Apart 
from these countries, there have only 
been a handful of management and lease 
contracts in the water and sanitation sec-
tor in other Commonwealth countries. 
Management contracts such as the New 
Tiruppur project in India are based on the 
charging of a higher tariff for industrial 
users to subside domestic consumption. 
The Dar es Salaam water distribution 
contract in Tanzania is a recent lease con-
tract that has now been cancelled. The 
transaction provides important lessons 

in terms of the difficulty of structuring, 
developing and implementing PPPs in 
the water sector. Considerable care and 
detail needs to be applied in structuring a 
PPP transaction, with a thorough feasibil-
ity study and appropriate risk mitigation 
measures in place, to ensure financial 
viability and success of the transaction. 
Also, with looming elections in Tanzania 
at that time, the project also highlights 
the impact of political processes on trans-
actions. 

HK Yong is the Adviser (PPP & Corporate 
Governance) with the Commonwealth 
Secretariat, London. He provides advisory 
and capacity-building support on PPP/PFI 
to 53 member countries 
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A ccording to CPA Australia’s 

International CFO Survey of 

March 2009, 44 per cent of CFOs 

that responded had experienced 

difficulty accessing finance due to tight 

lending conditions brought about by the 

Global Financial Crisis.  Of the respondents 

who worked for businesses headquartered 

in Asia, the percentage experiencing 

difficulty accessing finance was very high at 

80 per cent.  The percentage of respondents 

working for small business that had also 

experienced difficulty accessing finance 

was also alarmingly high at 70 per cent.

As small business often look to finance 

their business through a loan from a bank, 

one of the key challenges is how to approach 

a bank for such a loan. With a large number 

of businesses of all sizes currently 

experiencing cash flow difficulty, meeting 

this challenge will be crucial for many 

businesses.  

Before considering approaching a bank, 

it is important to understand that banks are 

in the business of lending to sound and 

viable businesses. The objective of preparing 

the loan application is therefore to 

demonstrate to a bank that providing your 

business with finance is a low risk 

proposition.  

Before approaching a bank, you need to 

determine the following:

 Why you need the finance and how 

long you require the finance for - for 

example, to fund the purchase of 

inventory or to fund the purchase of 

long-life equipment?

 How much finance do you need?  Be 

realistic about the amount of funds you 

require.

 What level of security can you offer? 

How will the bank value the security?

 How will the bank assess ‘risk’ for your 

business?

Half of those surveyed in the CPA Australia 

International CFO Survey were from SMEs. 

Their responses reflected an increased 

emphasis on measures to better prepare 

their businesses for downturns. These 

measures included:

 Stress testing their business through 

forecast modelling;

 Increasing the frequency of liquidity 

monitoring and;

 Closer monitoring of debtors and 

prospective debtors to establish their 

credibility.
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These are all crucial  elements in 
presenting a bank with a compelling case 
for lending to your business. It is 
important however that these practices 
become standard practice regardless of 
prevailing economic conditions.

Instilling them when times are good 
will place a business in a much stronger 
position during a downturn. 

So what will a bank be looking for in 
your loan application?  Two things – 
information and security.  The more 
quality information the bank has about 
your business, your plans and your 
industry, the more likely you will be 
successful in your application. 

Security is crucial to the loan application.  
The more security you have, the better 
your chance of getting a loan.  Preliminary 
discussions with banks will give you an idea 
of the kind of security they would be 
looking for, and the dollar value of such a 
security. There also exists the option of a 
more expensive unsecured loan for small 
businesses that may be willing to pay 
higher lending costs in exchange for not 
risking their personal assets.

Bankers will also be very interested in 
how you plan to generate cash flow. 
Healthy cash flow is the very essence of a 
successful small business. After all if your 
cash flow is poor, your business will 

HOW TO HANDLE YOUR BANK

Examples of the information you require in a loan application includes:

1 Short written history of the business 

and the experience of the people 

behind the business

2 Personal financial information of 

the people behind the business. 

3 Historical financial information.  

Where a business has been in 

operation, the bank will want to 

review historical financial 

information – typically balance 

sheets, profit and loss statements 

and cash flow statements for the 

past three years. Ideally, this 

information should be either 

prepared or reviewed by an 

accountant.  

4 The bank will require cash flow 

forecasts, profit and loss forecasts 

and balance sheet forecasts.  The 

forecasts should:

are seeking

you have made (including any 

independent information to 

support assumptions)

application is successful 

reasonable assumptions.  

5 The amount of money you wish to 

borrow and over what period.  The 

amount you can afford to borrow 

will be determined in your planning 

and forecasting.  

6 A detailed description of why the 

loan is required should be included 

in the application. This purpose will 

be critical in determining the type 

of loan you require.  If the loan is to 

be used to purchase an asset or a 

contracted service, then the bank 

should be provided with all 

important information, such as an 

agreement or signed quote.

7 Identify the security you are 

prepared to offer.  The value of the 

security should be greater than the 

value of the loan, and the value of 

that security should hold up over 

the term of the loan.

struggle to operate efficiently and repay 
any loan. 

A business plan and impressive 
financials probably will not be enough to 
secure you a loan.  

At some point in the process you will 
have a face-to-face meeting with the bank 
to discuss the loan application.  What the 
bank will want to find out is whether or 
not you fully understand the implications 

of taking out the loan, whether you really 
know your business and whether you 
have a reasonable understanding of your 
financial position.

A successful loan application does 
not spell the end of the relationship with 
your bank.  The process of providing 
information to your bank continues over 
the term of the loan.  Banks carry out 
‘annual reviews’ when they have provided 
finance. At the annual review time 
you should be ready to provide all the 
information you prepared in the original 
application. It is also likely that you will 
be called in for an interview. 

For your relationship with your bank to 
develop on a sound basis, you must keep 
the bank properly informed about your 
business. Any tendency to tell only the good 
side should be avoided. Any downward 
turn in events should be discussed with the 
bank as soon as it is known.

Again rigorous collation and analysis 
of key business information is vital. 
This will greatly increase a business’s 
prospects for obtaining crucial investment 
finance and for ongoing profitability. 

This article was contributed by CPA 
Australia. For more information, visit 
www.cpaaustralia.com.au
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FINANCIAL REPORTING: 
CONCERN OVER

accounting

Can your business continue as 
a ‘going concern’? Probably 
99% of the management would 
(promptly) answer ‘yes’ to the 
question, and skip this dur-

ing the Board’s agenda whilst discussing 
financial reporting issues.

One of the issues commonly raised 
by the Financial Statements Review 
Committee (FSRC) of the Malaysian 
Institute of Accountants (MIA) revolves 
around ‘going concern’ and the adequacy 
of related disclosures in the financial 
statements.

As shared by the Chairman of FSRC,  
Stephen Oong: “The going concern 
assumption is a fundamental principle in 
the preparation of financial statements. 
Under both Financial Reporting Standards 
(FRS) and Private Entity Reporting 
Standards (PERS), management and 
directors are required to satisfy them-
selves that the going concern assumption 
used as the basis in the preparation of the 
financial statements is appropriate. The 
management of an entity therefore has a 
responsibility to assess the entity’s ability 
to continue as a going concern.”

Under the going concern assumption, 
an entity is normally viewed as continu-
ing in business for the foreseeable future 
with neither the intention nor the necessi-
ty of liquidation, ceasing trading or seek-

THIS IS THE SECOND OF TWO ARTICLES BY THE FINANCIAL STATEMENTS REVIEW COMMITTEE 

OF THE MALAYSIAN INSTITUTE OF ACCOUNTANTS, WHICH SHARES COMMON FINANCIAL 

REPORTING ISSUES NOTED DURING THE REVIEW OF PLCs’  FINANCIAL STATEMENTS.

‘Going Concern’?
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ing protection from creditors pursuant to 
laws or regulations. Fundamental to the 
going concern assumption is the ability of 
the entity to continue as a going concern.

ECONOMIC CONDITIONS AND 
GOING CONCERN

Consumer and business confidence 
seems to have improved in the second 
and third quarter of 2009. It was also 
reported that there are glimmer signs 
that the global downturn has stabilised 
somewhat. But how soon does it take for 
the economy to revive, and how certain is 
the road to global recovery? 

The current economic conditions are 
likely to increase the risk in a number of 
issues in connection with the prepara-
tion of financial statements, for example, 
impairment of goodwill and other assets, 
classification of liabilities, measurement 
of recoverable amount, and estimation of 
future profits for the purpose of determin-
ing whether deferred tax assets should 
be recognised, etc. The current economic 
conditions also place some companies 
under financial stress, which may in turn 
affect the ability of an entity to continue 
as going concern. However, it should 
not be assumed that the current general 
economic situation in itself means that a 
material uncertainty exists about an enti-
ty’s ability to continue as a going concern 
or justifies that the auditor’s reports be 
modified with an emphasis of matter on 
the existence of material uncertainties on 
the entity’s ability to continue as a going 
concern.  

EARLY PLANNING BY DIRECTORS/
MANAGEMENT AND TAKING REME-

DIAL ACTION

PLCs with a 31 December year-end are 
required to announce their fourth quar-
ter results to Bursa Malaysia by the end 
of February 2010. FRS 101* requires 
management to make an assessment of 
an entity’s ability to continue as a going 
concern when preparing financial state-
ments, taking into account all available 
information about the future, which is at 
least, but not limited to 12 months from 
the balance sheet date. It is advisable 

for management to start assessing the 
financial position of the entity before 
the end of the financial year and take 
remedial action to avoid being trapped 
in an irreversible unfavourable situation, 
for example, breaching loan covenants 
as of the financial year end. Therefore, 
early planning by management is highly 
recommended.

What should management look out 
for? In many cases, the assessment of 
the status of going concern is straight-
forward. An entity that has a history of 
profitable operations and ready access 
to financial resources will almost cer-
tainly be a going concern without detailed 
analysis. In other cases, the FRS 101 
states that the management may need to 
consider a wide range of factors relating 

to current and expected profitability, debt 
repayment schedules and potential sourc-
es of replacement financing before it can 
satisfy themselves that the going concern 
basis is appropriate. Management may 
also refer to the examples of indicators 
provided in the International Standard of 
Auditing (ISA) 570 “Going Concern” as a 
guide (see Table 1). 

It is crucial to note that what consti-
tutes a material uncertainty that may cast 
significant doubt on the entity’s ability 
to continue as a going concern is a judg-
ment involving:

 the nature and materiality of the 
events or conditions giving rise to the 
uncertainty, and
the ability of the entity to adopt strate-
gies that mitigate that uncertainty.

TABLE 1: Examples of events or conditions, which may give rise to business risks, that individually 

or collectively may cast significant doubt about the going concern assumption are set out below. 

This listing is not all-inclusive nor does the existence of one or more of the items always signify that 

a material uncertainty exists.

FINANCIAL

  Net liability or net current liability position.

  Fixed-term borrowings approaching maturity without realistic prospects of renewal or repay-

ment; or excessive reliance on short-term borrowings to finance long-term assets.

  Indications of withdrawal of financial support by debtors and other creditors.

  Negative operating cash flows indicated by historical or prospective financial statements.

  Adverse key financial ratios.

  Substantial operating losses or significant deterioration in the value of assets used to generate 

cash flows.

  Arrears or discontinuance of dividends.

  Inability to pay creditors on due dates.

  Inability to comply with the terms of loan agreements.

  Change from credit to cash-on-delivery transactions with suppliers.

  Inability to obtain financing for essential new product development or other essential invest-

ments.

OPERATING

  Loss of key management without replacement.

  Loss of a major market, franchise, license, or principal supplier.

  Labour difficulties or shortages of important supplies.

OTHERS

  Non-compliance with capital or other statutory requirements.

 Pending legal or regulatory proceedings against the entity that may, if successful, result in 

claims that are unlikely to be satisfied.

  Changes in legislation or government policy expected to adversely affect the entity.

The significance of such events or conditions often can be mitigated by other factors. For example, 

the effect of an entity being unable to make its normal debt repayments may be counter-balanced 

by management’s plans to maintain adequate cash flows by alternative means, such as by disposal 

of assets, rescheduling of loan repayments, or obtaining additional capital. Similarly, the loss of a 

principal supplier may be mitigated by the availability of a suitable alternative source of supply.

(source: Paragraph 8 of ISA 570 “Going Concern”)
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FINANCIAL REPORTING: CONCERN OVER ‘GOING CONCERN’?

POSSIBLE OUTCOME AND 
IMPLICATIONS ON THE FINANCIAL 

STATEMENTS

The FSRC summarised the possible out-
come arising from the management’s 
assessment of going concern and the 
implications on the financial statements 
in a flowchart (see Table 2). 

It is hoped that members of the 
Institute will find the succinct flowchart 
useful.

“WHERE WERE THE AUDITORS?”

The responsibility of performing an 
assessment of an entity’s ability to contin-
ue as a going concern lies with the direc-
tors. Auditors however play an important 
role in safeguarding the integrity of the 
financial reports prepared by the direc-
tors of companies. Therefore, it is impor-
tant for the auditors to carry out their 
roles effectively.

It was said that the most worrying 
misstatement that could occur at the 
financial statements level is that the going 
concern basis used in the preparation of 
the financial statements is not appropri-
ate. 

When the financial statements of the 
audit client are subjected to increased 
risk of material misstatement, the audit 
engagement executive will have to con-
sider:

TABLE 2: Possible outcome from management‘s assessment of going concern and the implications 

on the financial statements

SCENARIO 1

Financial Statements 

(f/s) to be prepared on 

GC basis:

 No specific disclo-

sures required with 

regards to GC

SCENARIO 2

F/S to be prepared on 

alternative basis, and:

  disclose that f/s not 

prepared on GC basis

  explain the basis of 

conclusion why entity 

is not a GC, and

  describe the basis on 

which f/s are prepared

NOTE:

Management also needs to consider other disclosure requirements about liquidity risk and other 

risks that may have a bearing on the going concern assessment, including:

 sources of estimation uncertainty about the carrying amount of assets and liabilities 

 (FRS 101.116-124, or FRS 101(2009).125-133 effective 1 January 2010)

  defaults and covenant breaches (FRS 132.94(m), or FRS 7.18-19 effective 1 January 2010)

  risks arising from financial instruments, including liquidity risk where it is material 

 (FRS 132.52, or  FRS 7.31-42 effective 1 January 2010)

Disclosure of undrawn borrowing facilities and any restrictions on the use of those facilities such as 

covenant requirements is encouraged (FRS 107.50(a)).

SCENARIO 3

F/S to be prepared on GC 

basis, and:

  describe the material 

uncertainties related to 

events or conditions that 

may cast significant doubt 

on entity’s ability to con-

tinue as GC, and

  explain why GC basis is 

being adopted e.g. man-

agement’s plan to deal 

with these

Management Makes 

Assessment of Going Concern (GC)

Based on management’s assessment, is there a 
material uncertainty that casts significant doubt 

on the entity’s ability to continue as a GC?

Use of GC Basis Still 

Appropriate?

No

No

Yes

Yes

his/her own involvement in the direc-
tion, supervision and performance of 
the audit when complying with the 
requirements of the ISA 220, para-
graph 21;
the capabilities and competence of 
the engagement team when comply-
ing with the requirements of ISA 220, 
paragraph 19; and
consultations with other profes-
sionals on difficult and contentious 
matters when complying with the 
requirements of ISA 220, paragraph 
30.

ISA 570 laid out the procedures 
that the auditors will have to carry out 
in considering the appropriateness of 
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the directors’ use of the going concern 
assumption, and to consider whether 
there are material uncertainties about 
the entity’s ability to continue as a going 
concern that need to be disclosed in the 
financial statements.

Auditors are reminded to gather suf-
ficient audit evidence to confirm or dis-
pel whether or not a material uncertainty 
exists, including considering the effect 
of any plans of management and other 
mitigating factors. Table 3 lays out the 
possible outcome from management‘s 
assessment of going concern and the 
types of audit opinions. 

As indicated by paragraph 11 of ISA 
260, the auditor should consider com-
municating with those charged with gov-

ernance on audit matters of governance 
interest, including when he identified 
material uncertainties relating to events 
and conditions that may cast significant 
doubt on the entity’s ability to continue 
as a going concern, and expected modi-
fications to audit report, etc.

And, needless to say, it is important 
that the auditor document his findings 
in accordance with ISA 230 at the date 
of the auditor’s report and his basis of 
arriving at his conclusion, as going con-
cern is most likely a significant matter 
affecting the financial statements.

# Earlier in 2009, the Institute 
launched a set of guidance titled “Facing 
The Financial Global Crisis: Guide For 
The Preparation Of Upcoming Financial 

Reports” to assist preparers, members 
of the board, audit committees as well as 
auditors in carrying out their respective 
roles in the financial reporting process. 
The guidance contains existing guide-
lines on key areas of concern that need 
to be considered in light of the current 
economic conditions. Members of the 
Institute are encouraged to download 
a copy from 
frguide. 

FINANCIAL REPORTING: CONCERN OVER ‘GOING CONCERN’?

TABLE 3: Possible outcome from management‘s assessment of going concern and types of audit opinions (a)

NOTE:

(a) The auditor should determine if a mate-

rial uncertainty exists related to events and 

conditions that alone or in aggregate may cast 

significant doubt on the entity’s ability to con-

tinue as a going concern. The auditor should 

refer to ISA 570 which establishes standards 

and provides guidance on the auditor’s respon-

sibility in this aspect. It also discusses the audit 

considerations and procedures to be carried 

out in arriving at audit conclusions.

(b) If management is unwilling to make or 

extend its assessment when requested to do 

so by the auditor, the auditor should con-

sider the need to modify the auditor’s report 

as a result of the limitation on the scope of the 

auditor’s work. Please refer to guidance in ISA 

570.37-38.

Management Makes Assessment of 

Going Concern (GC)

Based on management’s assessment, is there a 
material uncertainty that cast significant doubt 

on entity’s ability to continue as GC?

Use of GC Basis Still 

Appropriate According

To Auditors’ Judgment?

and the auditor

agrees with 

management

SCENARIO 1

F/S prepared on GC

basis

 Unqualified audit

 report is appropriate

SCENARIO (2a)

F/S not prepared on GC 

basis, but on alternative 

basis

 Unqualified audit opin-

ion (provided alterna-

tive basis is appropri-

ate and adequate 

disclosures in f/s), but 

may require emphasis 

of matter paragraph.

 (ISA 570.36)

SCENARIO (2b)

F/S prepared on GC basis

 Adverse audit opinion

 (ISA 570.35)

 

SCENARIO (3b)

F/S prepared on GC basis,

adequate disclosures in f/s

  Unqualified audit opinion,

 and modified with 

emphasis of matter

 paragraph (ISA 570.33)(c)

SCENARIO (3b)

F/S prepared on GC basis,

adequate disclosures not made

  Qualified or adverse audit

 opinion (ISA 570.34)

(c) In extreme cases, such as situations involving multiple material uncertainties that 

are significant to the financial statements, the auditor may consider it appropriate to

express a disclaimer of opinion (ISA 570.33).

No

No

Yes

Yes
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accounting

C
ompanies Commission of 
Malaysia (CCM) recently 
issued a discussion draft on the 
Limited Liability Partnership 
(LLP) Bill and early last year, 

CCM issued its consultative document 
on the introduction of LLP in Malaysia. 
Although the proposed LLP model will 
also be made available for other busi-
nesses and not just for the professionals, 
the consultative document was indeed an 
important milestone for public practition-
ers to ride on the opportunity to comment 
and contribute ideas as to how best to 
structure the business model of an audit 
practice. 

Notwithstanding the impending intro-
duction of LLP as an alternative business 
vehicle for professionals, it should also be 
the vision that we look into the possibility 
for professionals to conduct their busi-
ness under the Companies Act 1965 in 
the form of a Limited Liability Company 
(LLC) or more often known as “Sendirian 
Berhad”.

NEW PRACTICE MODELS
A glance at the comparison table on the 
various types of business models sug-
gests that the only incentives for the 
migration of a practice from general part-
nership to an LLP are the legal status of 
the business and the liability for debts of 
the business which will be shifted to the 
partnership from the partners.

Lock Peng Kuan

HOW SHOULD PRACTITIONERS BEST STRUCTURE THE BUSINESS MODEL OF AN AUDIT 

PRACTICE? EVEN AS THE INTRODUCTION OF THE LIMITED LIABILITY PARTNERSHIP LLP 

LOOMS AHEAD, PRACTITIONERS MIGHT ALSO WANT TO CONSIDER THE STRUCTURE OF 

THE LIMITED LIABILITY COMPANY LLC. 

Incorporation 
of Audit Practice

GENERAL      

PARTNERSHIP

LIMITED LIABILITY 

PARTNERSHIP

LIMITED  LIABILITY 

COMPANY

Owner (s) of the business Partners Partnership Company

Legal status Not a separate 

legal entity

Separate legal 

entity

Separate legal entity

Party that is liable for debts 

of the business

Partners Partnership Company

The requirements to have its 

accounts audited

No No Yes

Access to finance Only from part-

ner’s personal 

investments and 

borrowings

Only from part-

ner’s personal 

investments and 

borrowings

Can access capital 

market

One of the predicaments of practition-
ers is their inability to raise capital for the 
expansion of their practices, or rather the 
need for capital that is required to refresh 
the technology infrastructure and human 
capital of the practice in order to remain 
relevant in their services. 

The channel to raise capital is not 
attractive from an LLP’s perspective as 
unlike the case of an LLC, it is not prac-
tical to allocate the fraction of shares 
in the LLP to offer to any potential 
investor.

RATIONALES FOR LLC AS 
THE ALTERNATIVE

The need for fresh capital is critical for 
the development of office infrastruc-
tures, especially the emerging needs 
to keep up with information technol-
ogy and latest working software within 
the clients’ complex business model. In 
addition, the ability of a practice to raise 
capital also will fuel the flame for merg-
ers and acquisitions (M&A) activities 
between firms.
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INCORPORATION OF AUDIT PRACTICE 

The only mode of finance for the 
proposed LLP and the current partner-
ship structure is from partners’ personal 
investments and borrowings. In allowing 
incorporation as an LLC, the professional 
business will have access to the capital 
markets. 

It must be noted that the LLC model 
requires that the accounts of the firms be 
audited by an auditor, an unusual require-
ment to direct a business to open its 
books and accounts to their competitor. 
However, the permission to raise funds 
as discussed above will surpass this draw-
back. 

In addition, the incorporation of pro-
fessional practices as a LLC is presently 
allowed for architects, engineers and sur-

veyors in Malaysia. These professionals 
are still personally liable in tort in spite 
of their incorporated business structure. 
Furthermore, the LLP will not be able to 
avail itself of the insolvency restructuring 
and rehabilitation processes under the 
Companies Act 1965

The incorporation of accountancy and 
legal practices is also in keeping with 
the trend of allowing firms to incorpo-
rate with limited liability in jurisdictions 
such as the United States and the United 
Kingdom.

WHICH IS BETTER?
In the United Kingdom, there are options 
for practitioners to either remain as a 
general partnership or practice under a 
LLP and the option is also granted for 
the audit business to take the form of an 

LLC. A cursory look at the league tables 
for accountants in the United Kingdom 
note that out of the top 50 firms in 
England, two are public companies listed 
on the London Stock Exchange, one is 
an LLC with the intention to list in the 
foreseeable future, 18 remain as general 
partnerships and 29 are limited liability 
partnerships.

The permission to practice as an LLC 
and attract funding is also critical for a 
firm that is aspiring to diversify their serv-
ices into other related professional areas. 
As noted from the two public companies 
in England, the revenue from audit work 
only accounts for 52% and 17% of their 
respective total revenue with the remain-
ing contribution from consultancy, tax, 

corporate finance and insolvency works. 
Furthermore, inviting the senior man-

agement to participate in the ownership 
of the firm in the form of share options 
in the LLC is proven as a device to attract 
and retain the core team of a practice.

In the case of Singapore, the LLP 
Act was introduced in 2005. Albeit, 
many firms still operate as general 
partnerships and the high costs of pro-
fessional indemnity insurance for an 
LLP explain why these firms have not 
restructured.

Clearly, the choice of business 
model largely depends on the strategic 
direction of the practice as one may 
only opt for the LLC model in order 
to pave the way for listing as the tax 
advantages could be diluted with the 
LLC model. 

A HYBRID STRUCTURE
The option for the LLC structure is pres-
ently not available to the practitioners in 
Malaysia but with the impending intro-
duction of LLP and subject to amend-
ments to any of the legislation and by-
laws, a hybrid structure could be an 
option since it allows a body corporate to 
be a partner in a LLP.

The hybrid structure would effec-
tively consolidate the services that are 
traditionally parked with the individual 
partners and thus creates an attractive 
structure that would reap those benefits 
as a LLC.

It is also believed that this structure 
would be the model to combine resourc-

es in order to cater for the expansion 
of certain international accounting net-
works. This can be seen from some deals 
transacted with the partners selling their 
interest in the LLP in their respective 
countries in exchange for shares in the 
headquarters’ LLC. The ownership in the 
international network is more attractive 
as it operates globally via their participa-
tion in the LLP or LLC in their member 
firms’ countries. 

a Member of the ACCA Malaysia Public 
Practice Committee. He can be reached at  

AUDIT LLP TAX LLP INSOLVENCY LLP ADVISORY LLP

MULTIDISCIPLINARY LLC
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WORLD NEWS
SINGAPORE: Don’t Let Banks 

Hide Bad Assets

The Obama administration is on the 

verge of transferring accounting 

standards responsibility from the 

SEC to a systemic risk regulator. 

Such a radical move would have 

extremely negative consequences 

for our capital markets, writes 

experts in an article in The Wall 

Street Journal. The article noted that 

independent accounting standards 

have helped make American 

capital markets the best in the 

world. It added that in making 

financial decisions, investors 

rely heavily upon the integrity 

of corporate financial reports 

prepared in accordance with 

accounting standards established 

by the independent Financial 

Accounting Standards Board 

(FASB). That board is supervised 

by the Securities and Exchange 

Commission (SEC). Although 

there may be good reasons for 

establishing different regulatory 

capital standards for financial 

services firms, those reasons 

cannot justify dispensing with 

the FASB’s accounting standards. 

Acting in accord with powers given 

to it by the Sarbanes-Oxley Act, 

the SEC has formally recognised 

the FASB as the definitive 

standard-setting body, capable 

of “improving the accuracy and 

effectiveness of financial reporting 

and the protection of investors,” 

the article stated. It was penned 

by Messrs. Roderick Hills, Harvey 

Pitt and David Ruder who are 

former chairmen of the Securities 

and Exchange Commission. They 

went on to say that the SEC treats 

accounting standards adopted 

by the board as authoritative. If 

the SEC has concerns about or 

disagrees with the accounting 

standards promulgated by the 

FASB, it can refuse to give them 

deference.

 Today, the American Bankers 

Association, on behalf of many 

commercial banks, is seeking 

to prevent disclosure of the fair 

value of the financial instruments 

they own. It is attempting to 

persuade Congress that the 

safety and soundness of the 

banking system will be protected 

if a systemic risk regulator can 

prescribe accounting disclosures 

for financial companies.

 The government shouldn’t 

follow their advice. This change 

might well interfere with efforts 

by financial firms to raise capital. 

Investors will assume that the 

accounting standards they employ 

are designed to mask risks.

 As former chairmen of the 

Securities and Exchange 

Commission, we are well aware of 

the long-held desire of commercial 

interests to avoid fully disclosing 

their finances, they wrote.

They concluded that if changes 

in accounting standards are used 

to bury significant risks for one 

purpose, it will not be long before 

other purposes are asserted to 

permit further deviations. This is 

a dangerous path that will only 

hurt investors and our capital 

markets. 

AUSTRALIA: Privateers’ local 

earnings will be taxed

Foreign private equity companies 

are on notice that the Australian 

Taxation Office will view their 

profits on trading in Australian 

assets as ordinary income subject 

to company tax and will take steps 

to enforce tax laws and collect 

revenue, reports The Australian. 

The newspaper understood that 

the recent TPG action to recover 

profits from the $2.4 billion float 

of Myer was not a capital gains 

tax issue, as widely believed, but 

rather a straight income tax case. 

This interpretation of the tax laws 

is likely to affect a number of other 

big foreign players in Australia, 

who have been unsettled by the 

tax office’s move on TPG. The tax 

office took urgent action recently 

in the Victorian Supreme Court to 

freeze TPG’s profits from the Myer 

float amid concerns the money 

would be sent offshore and not 

recovered, it reported. It added 

that the tax office issued a $452 

million assessment to two offshore 

companies, TPG Newbridge Myer 

Limited and NB Queen SARL BV, 

and a further $226m in penalties 

for alleged avoidance. The 

structure of TPG’s holding in Myer 

was such that it was considered 

an avoidance scheme, the 

Victorian Court heard. The money 

had already left Australia by the 

time the accounts were frozen, 

just days after the float took 

place. Myer Holdings was owned 

by a Netherlands company, 

which was in turn owned by a 

Luxembourg firm and ultimately 

a Cayman Islands company, it 

noted. The report noted that the 

tax office’s dramatic court action 

prompted calls from private 

equity players for clarification of 

the issues and further discussions 

with government about the 

implications of the case. 

NIGERIA: NASB to introduce 

Accounting Standards for 

SMEs, Others

The Nigerian Accounting 

Standards Board (NASB) said it is 

set to issue a new accounting 

standards for  Small and Medium 

Scale Enterprises (SMEs). This was 

disclosed by the NASB Executive 

Secretary, Godson Nnadi, while 

delivering a lecture during a 

linkage/awareness Seminar 

organised by  the  NASB at the 

Nnamdi Azikiwe University, Awka, 

reports Vanguard.Com. According 

to him, this new policy is part 

of the organisation’s effort to 

ensure that the Small and 

Medium Scale Entities (SMEs) also 

conform to specific accounting  

standards as they also contribute 

tremendously to the development 

of the economy. According 

to Nnadi, apart from SMEs, the 

other areas the NASB would 

release draft exposure standards 

are Conceptual Framework, 

Accounting for Intangible Assets 

and Accounting for Not-For-Profit 

Organisations stressing that this 

will enable Nigerian companies to 

meet with international standards. 

The report said he also disclosed 

that the linkage programme is a 

conscious effort on the part of the 

NASB to bridge the information 

gap that currently exists between 

the body and the universities. 

Pledging the willingness of the 

university to partner NASB in 

its linkage programme, he said 

the contribution of the NASB 

is required to bridge the gap 

between theory and practice 

stressing that most students are 

not conversant with accounting 

standards and this linkage 

programme will broaden their 

knowledge in that respect. 

Professor Francis Okafor while 

delivering a lecture during the 

two-day programme, advocated 

a five-year degree programme 

for accounting to enable the 

graduates to acquire practical 

knowledge through industrial 

attachments. He also called for 

increased funding of education in 

order to enable the universities to 

attract and retain quality staff that 

can give quality education to the 

students. The Technical Director of 

the NASB, Jim Obazee, in his own 

lecture declared that common 

accounting standards cuts the 

cost of doing business as it makes 

comparison and interpretation of 

accounting statements easier. 

accounting |

AUSTRALIA: Privateers’ local 

earnings will be taxed NIGERIA: NASB to introduce 

Accounting Standards for 

SMEs, Others

SINGAPORE: Don’t Let Banks

Hide Bad Assets



DECEMBER 2009 |  ACCOUNTANTS  TODAY      25     

IFAC 
NEWS

IFAC RELEASES NEW TOOL THAT GAUGES 

ISA ADOPTION

New York/November 3, 2009) – Adoption of 

international standards on auditing (ISAs) is 

well underway, according to the newly released 

online chart from the International Federation 

of Accountants (IFAC). Compiled from infor-

mation gathered by the IFAC Member Body 

Compliance Program, the chart indicates that 

ISAs as issued by the International Auditing 

and Assurance Standards Board (IAASB) have 

been adopted or otherwise used as the basis of 

national standards in 126 jurisdictions around 

the world.

“This tool gives an overview of ISA adoption 

by jurisdiction, as well as other valuable infor-

mation about how the adoption process can 

vary,” comments Russell Guthrie, IFAC Director, 

Quality and Member Relations. “It also demon-

strates the commitment of IFAC and its mem-

ber bodies to transparency by providing a 

comprehensive summary of ISA adoption to 

our stakeholders and welcoming feedback that 

will allow further refinement of the information, 

especially as jurisdictions adopt the recently 

issued Clarified ISAs, which are a result of a 

comprehensive program to enhance the clarity 

of auditing standards,” he concludes.

Adoption of international standards is the first 

step of a continuous process, following which 

successful implementation is vital to ensure 

professionals understand and apply the stand-

ards appropriately. IFAC member organisations 

are required to use their best endeavors to lead 

or actively support that process within their 

countries. They communicate this commitment 

through their Compliance Action Plans that 

describe the current status of adoption and 

their planned activities to progress implemen-

tation.

In line with the ongoing nature of the adoption 

process, the chart and notes, gathered from 

the Compliance Program and a variety of other 

sources, will be periodically updated as new 

information is received.  

RELIABLE INVESTING INFORMATION 

MORE IMPORTANT THAN EVER TO MAN-

IN-THE-STREET, IFAC EXECUTIVES TELL 

REPORTERS AT NATIONAL PRESS CLUB

(Washington, D.C./November 16, 2009) 

– Individual investors deserve better quality 

financial information—top executives from the 

International Federation of Accountants (IFAC) 

told reporters at a briefing session this morning 

at the National Press Club—and having com-

mon global standards is one way to get it.

“Why should individual investors care about 

global standards?” asks Robert Bunting, IFAC 

President, asserting that standards level the 

playing field—so that the kind of informa-

tion individuals receive about an investment 

in one part of the world is as reliable as what 

they receive in another. He explains that his 

organisation’s 157 member bodies in 123 coun-

tries continue to work toward implementing 

international standards in auditing, public and 

private sector accounting, and ethics.

Ian Ball, IFAC’s Chief Executive Officer, adds 

that common international public sector 

accounting standards (as set by IFAC’s inde-

pendent International Public Sector Accounting 

Standards Board [IPSASB]) are also critical to 

enhancing the quality of government financial 

reporting. This was why IFAC recommended to 

the G-20’s summit in Pittsburgh in September 

that the Leaders should back global adoption 

of public sector standards, says Ball. “It’s not 

just making decisions to invest in government 

securities where this makes a difference. To 

the ‘man-on-the-street,’ public sector standards 

deliver information about a government’s use of 

taxpayer funds,” he adds. Another issue Bunting 

addressed in the briefing is the importance of 

small and medium enterprises (SMEs) as the 

engine of the global economy—the primary 

source of new jobs, innovation, and growth. 

Financial regulation should not place unrea-

sonable obstacles in the path of SMEs—such 

regulation can stifle their growth.

The briefing session at the National Press Club 

was part of the activities surrounding IFAC’s 

annual Council Meeting, an event attended by 

presidents and chief executives of professional 

accounting institutes from around the world. 

IAASB STAFF PRACTICE ALERT HELPS 

AUDITORS PLAN MORE EFFECTIVE USE OF 

EXTERNAL CONFIRMATIONS

(New York/November 5, 2009) – External con-

firmation procedures can be a compelling tool 

in obtaining relevant and reliable evidence for 

audits of financial statements. Recent experi-

ence, however, highlights the need for auditors 

to pay particular attention to circumstances 

that may affect the planned use of confir-

mations, including the risk of fraud and the 

adequacy of evidence.

To raise awareness of potential issues and 

to help auditors use external confirmation 

procedures more effectively, the staff of the 

International Auditing and Assurance Standards 

Board (IAASB) has released today a new audit 

practice alert. Titled Emerging Practice Issues 

Regarding the Use of External Confirmations in 

an Audit of Financial Statements, the alert high-

lights areas within the International Standards 

on Auditing (ISAs) that are particularly relevant 

when deciding to request external confirma-

tions, designing and carrying out confirmation 

procedures, and evaluating responses received. 

The alert also raises awareness of potential 

issues that may surface from the increasing use 

of technology in the confirmation process and 

the use of restrictive language by respondents.

James Gunn, IAASB Technical Director, explains, 

“Requesting external confirmations is a com-

monly used audit procedure in an audit of 

financial statements. Today’s environment, 

however, reinforces the need for professional 

skepticism and professional judgment in all 

aspects of an audit, including the use of confir-

mations. The alert reminds auditors of the need 

to maintain control over the confirmation proc-

ess, and to remain alert to circumstances that 

may undermine its effectiveness.”  

THE IFAC UPDATE PROVIDES 

 SUMMARIES OF IFAC DEVELOPMENTS 

OVER THE PAST MONTH.



26     ACCOUNTANTS TODAY | DECEMBER 2009

other hand, is how the company manages 
the business so as to benefit society and 
the community in which it operates. It is 
necessary that both corporate govern-
ance and responsibility be sustainable; so 
it is therefore imperative that an organi-
sation uses, develops and maintains the 
resources to keep corporate governance 
and responsibility going.

“Ethical practices do not feed into the 
balance sheet immediately, but they have 
long-term impact,” Billington explained. 
“Ethics is about doing the right thing in 
certain circumstances which may be dif-
ficult. More often than not, it is a matter 
of personal ethical behaviour in a profes-
sional capacity.”

One example of how ethical behaviour 
manifests itself in the market is through 
ensuring the integrity of information 

required for decision-making. The profes-
sional has an obligation to provide sound 
information that the recipients of the infor-
mation can trust. There has to be a pre-
sumption of ethical behaviour, he added, 
and professionals have a duty to live up to 
that kind of trust and obligation.

LACK OF ETHICS,  
BETRAYAL OF TRUST

Quoting some examples of betrayal of 
this kind of trust, he mentioned the 
case of Enron, which ended up as fraud 
on a gigantic scale; the Maxwell media 
empire; and – even more terrifying-
ly – the current global banking crisis, 
brought on by what the world in gen-

eral now recognises as sheer financial 
recklessness and blatant disregard of 
prudent risk management.

“All these instances point to one thing: 

W ith the launch of the 
IFAC Code of Ethics 
in 2005, there has been 
a distinct shift from a 
“tick-the-box” checklist 

approach to one more influenced by over-
all ethical behaviour; but the challenges 
of how to deal with threats and effectively 
apply safeguards still remain.

“The Royal Charter ethos espouses 
the advancement of accountancy for pub-
lic benefit,” said Mark Billington, the 
Institute of Chartered Accountants in 
England and Wales’s (ICAEW) Regional 
Director for Southeast Asia at the National 
Accountants’ Conference 2009 held in 
Kuala Lumpur recently. 

“Ethics is not corporate governance 
or responsibility, or merely complying 
with rules of conduct. It goes beyond 
that, beyond obeying laws, rules and 
regulations. We are looking at princi-
ples and values that are acceptable to 
society.”

GOVERNANCE, RESPONSIBIL-
ITY,  SUSTAINABILITY

He further defined corporate governance 
as that which enhances transparency and 
ensures the effective functioning of the 
Board. Corporate responsibility, on the 

ETHICAL PRACTICE: 
BLACK, WHITE OR

“DOES BEING ETHICAL INVOLVE PURELY BLACK AND WHITE RULES, OR ARE THERE GREY 

AREAS TO BE CONSIDERED?” ASKED MARK BILLINGTON, THE INSTITUTE OF CHARTERED 

ACCOUNTANTS IN ENGLAND AND WALES’s ICAEW REGIONAL DIRECTOR FOR 

SOUTHEAST ASIA.

Majella Gomes

governance

Ethics is about doing the right thing in certain 
circumstances which may be difficult. More 
often than not, it is a matter of personal ethical 
behaviour in a professional capacity.
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that there is a need for ethical behaviour,” 
he said, adding that accountants in their 
professional roles are ideally situated to 
persuade others to practice ethics and 
integrity. “We may not have complete 
control over the situation, or the behav-
iour of the business in general, but we 
have a certain measure of influence that 
we should use when the time is right. It is 
as much in our own interest as it is in our 
clients’ or the public at large.”

KNOWING WHEN TO          
SAY “ENOUGH!”

But when exactly is it necessary to exert 
ethical influence? There is no cut-and-
dry rule for this. It is more a matter of 
thought leadership, where the practical 
expertise and experience of members, 
academics and others weigh in to see if 
the way things are being done is right or 
wrong. Discussion papers, forums on the 
issue, and proposals to government are 
an integral part of forming this thought 

leadership, and directing it towards insti-
tutionalising national integrity.

To boost this, several other elements 
have to come into play, among them 
dialogue in corporate governance, infor-
mation for better markets, finance direc-
tion and making information systems 
work, to building a better tax system and 
providing better sustainability for busi-
ness. Concentration basically has to be in 
six areas: public interest, professionalism 
in markets, legal entities, better regula-
tion, impact of economic crime and how 
ethical behaviour can best be instilled in 
businesses.

INEXTRICABLY LINKED
The crux of the matter is that ethics and 
integrity cannot be separated from the 
foundations of the marketplace today. 
Indeed, these two elements could well 
be regarded as the basic building blocks 
of the marketplace, if the market is to 
operate efficiently. While public interest 

can easily be used to justify self-interest, 
ethical behaviour, with its focus on integ-
rity, reporting with integrity and instilling 
integrity in organisations, can help to off-
set the possibility somewhat of this sort 
of occurrence.

At the end of the day, all elements 
need to exhibit honesty, truthfulness, 
trustworthiness and harmony in what has 
been said and done. Ideally, this should 
result from practical, high-level guidance 
from company directors and others. But 
is there always a “right” answer or “right” 
way to resolve the sometimes unclear 
issues that surround the question of what 
is ethical and what is not?

IT COMES DOWN                  
TO THE INDIVIDUAL

This is where personal integrity comes 
into play, Billington said. “The answer 
will depend on the individual and his/her 
priorities. The professional may be in a 
situation where one client is known to 

ETHICAL PRACTICE: BLACK, WHITE OR GREY
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be running out of money and may be 
unable to meet financial commitments 
which may result in another client’s busi-
ness being jeopardised. In cases like this, 
should the accountant or auditor divulge 
this information to the client who will be 
affected? Before deciding whether ethics 
is black, white or grey, you have to con-
sider the situation.”

Individuals of integrity are expected to 
be fair, honest, truthful, and comply with 
laws in the spirit of the common good; 
they are open, adaptable, take correc-
tive action and show consistency in their 
dealings with others. But there are great 
obstacles to overcome in being a person 
of integrity, and many personal qualities 
that an individual has to be endowed with, 
before he/she can perform in an ethical 
manner.

FROM THE ORGANISATIONAL 
PERSPECTIVE

Institutionally speaking, there are clear 
drivers of organisational integrity. Firstly, 
leadership of the appropriate calibre must 
be in place to develop the strategy and 
policy for institutional ethical behaviour. 
The leadership needs the proper informa-
tion to make decisions and promote a 
culture where ethics thrives.

Applied with integrity, leadership, 

strategy, policy, information and culture 
will bring about sound moral values in an 
organisation, provide it with noble motives 
and aspirations, firm up its commitment 
to the cause, and spur the development 
of desirable qualities in its workforce. The 
organisation then has every chance of 
being honest and truthful, fair and compli-
ant with laws. It will also seek to promote 
community interests, be open and adapt-
able, swift to take corrective action when 
required and consistent in its actions.

Citing the IFAC Code of Ethics as 
a good example to follow because of its 
holistic approach that considers many 
aspects of the issue, Billington said, 
“Professional competence and due care 
means that you have to be able to do 
what you claim to be able to do. It covers 
client confidentiality and legal compliance 
in spirit and letter. The IFAC Code has 
examples and illustrations but is gener-

ally about how to apply principles. It’s 
about applying judgement according to 
the underlying values; this is to circum-
vent the possibility of too many decisions 
being made based on partial knowledge, 
which is very dangerous.”

A FRAMEWORK TO FOLLOW
He also introduced a framework for ethi-
cal decision-making that included having 
all facts relevant to the situation, identify-

ing who should be involved in discus-
sions, what ethical issues are involved, 
and what course of action to take, alter-
natives and consequences. Advocating 
the principles-based approach over the 
rules-based approach, he said that the 
rules-based approach was often unclear, 
whereas the principles-based approach, 
although not an easy option, was more 
apt to recognise reality and could better 

manage conflict when applied to infinite 
circumstances. It also tends to be more 
expedient, and avoids legalistic require-
ments.

“External perception is critical in this 
area, and like it or not, auditors are high-
profile,” he said. “They get a lot of atten-
tion, and also get blamed when things 
go wrong. External perception does not 
understand the power of professional val-
ues (although it may expect professionals 
to subscribe to them nevertheless), but 
an auditor has to have an independent 
mindset, separate from the people he/
she is auditing; that is imperative. The 
profession has a public interest responsi-
bility although there isn’t always a right 
answer. Ethical practice is grey; it has to 
be so, to allow for the circumstances it 
has to deal with.” 

At the end of the day, all elements need to 
exhibit honesty, truthfulness,  trustworthiness 
and harmony in what has been said and done.

ETHICAL PRACTICE: BLACK, WHITE OR GREY
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Marsh has been named  
Best Broker in Asia and  
Best Broker in Malaysia 2009  
by Euromoney Magazine 

Marsh has been servicing clients in Malaysia since 
1982. Over 100 professionals in Kuala Lumpur and 
Penang are dedicated to creating and implementing 
innovative risk management and insurance solutions 
to help clients turning risk into opportunity and 
competitive advantage.
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governance

Should economics be based on morality 
instead of legality? In the light of events 
in the past few years – that have become 
increasingly more alarming and financial-
ly ruinous – that may be just the panacea 

for the world’s economic ills.
Professor of Risk Management Dato’ Dr. 

Azuddin Ahmad, speaking at the recent National 
Accountants’ Conference 2009 on the topic “Human 
Governance – a New Economic Model,” pointed 
out that 82% of people in Asia have a belief system 
and accept that nature has a religious aspect. In 
questioning the current economic model, we have 
to question ourselves as well, and what part we 
played in failure.

Among Azuddin’s most pertinent observations was 
perhaps the one that our worldview creates the 
world. As we consume more, our worldview – and 
our world – becomes more materialistic, and we ulti-
mately commodify ourselves. People can be “bought” 
or corrupted, or “sold” to the one who bids highest 

BRINGING   BACK

CORPORATE GOVERNANCE IS INHERENTLY FLAWED BECAUSE IT 

ADDRESSES THE CORPORATION, RATHER THAN THE PEOPLE THAT 

MAKE UP ORGANISATIONS. WHAT THE WORLD NEEDS TODAY IS 

HUMAN GOVERNANCE, WHERE PEOPLE THEMSELVES MUST BRING 

BACK INTEGRITY, COMPASSION, MORALITY, AND EVEN SPIRITUALITY, 

TO THE WAY THEY WORK
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BRINGING BACK FAITH

for their labour or intellect. This has led to 
a state in which human kind is at terrible 
risk, paradoxically, from itself.

In the rush to “get ahead” or “better 
ourselves” we have left our balance, bet-
ter judgement and good, old-fashioned 
common sense behind. How then can we 
get back in touch with our inner selves 
and somehow find redemption?

Firstly, can the term “Human Governance” 
be applied to Economics? Economics is a 
human science but it is premised on 
predictability; whereas the human condi-
tion – heart, mind and soul – never is. 
What does it mean to be human? Various 
thinkers and philosophers have tried to 
define it. Some say that spirituality is 
what makes a human, human. Others feel 
that the intrinsically human urge to find 
inspiration, meaning and purpose in life 
makes us human.

Out of these has come another term: 
Economic Man – a rational human being 
who acts in self-interest to achieve his 
goals. Modern economics is built on this 
foundation, as Economic Man is, as John 
Kay put it, “Self-interested, materialistic 
and obsessed with calculating his worth.” 
The antithesis to Economic Man is Spiritual 
Man; the individual who seeks to cultivate 
his moral, spiritual, and intellectual values 
not for profit, but because he can. And by 
doing so, he strives to make a better world.

The pathetic state of the world today 
can be blamed on the fact that we have 
become a slave to our possessions. 
Materialism is the order of the day, and 
the global economy, far from enriching 
the people who make it work, appears 
to have taken on a life of its own, and is 
now making people work for it. This is 
an unnatural order of things, and under-
pins the financial disequilibrium that has 
destabilised the world in recent years.

But “until and unless you have a new defi-
nition of human being, you cannot have 
a new economic model,” said Azuddin, 
quoting E F Schumacher: “We need a 
nobler economics that is not afraid to dis-
cuss spirit and conscience, moral purpose 
and the meaning of life, an economics 
that aims to educate and elevate people, 
not merely to measure their low-grade 
behaviour.”

Nobler economics requires a differ-
ent, more objective, rational approach. 
“Accountants have a habit of creating 
a worldview via numbers,” Azuddin 
remarked. “They see the health of the 
company through the balance sheet. For 
them, this is the reality. But numbers do 
not ensure honesty. We have been taught 
that humans are rational, but we behave 
irrationally – herd mentality being a case 
in point. We do things because “every-
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body is doing them.” We accept that this 
is the way things are or should be, for 
the sole reason that this is the way things 
have been done. Where is the rationality 
in that?”

It is time therefore for a change. A long 
time ago, humans decided that their spir-
itual being should be divorced from their 
rational being. In the process, humans 
became artificial. They lost their “soul,” 
which has led to the imbalance which 
is the foundation for many destructive 
practices like corruption, greed and the 
relentless pursuit of material wealth.

Today, the artificial human can hardly 
be distinguished from the corporation. 
Indeed, even the terminology reflects this. 
We talk often of “Corporate Governance” 
as if it had nothing to do with corporations 
that are essentially made up of people. 
“Human Governance” would be a more 
accurate term to use, if we intend that 
corporate values should reflect human 
values.

But then the question arises: how do 
you govern corporations without gov-
erning the people? So why address the 
corporation, not the people? In essence, 
addressing corporate issues means 
addressing human issues. There is a need 
for spirituality to return to the workplace, 
Azuddin said. “Spirituality connects us all 
and produces the one-ness that is impera-
tive to getting things done. We need to 
measure what is meaningful, not just 
what can be measured.”

The problem with valuing only what can 
be measured is that there will inevi-
tably be a clash between human and 
spiritual values. When this happens, an 
imbalance will result, again tipping the 
scales in favour of detrimental practices. 
Spirituality, on the other hand, brings 
meaning and purpose to business. It con-
nects one person to another, and to all 
living things, addressing the human rela-
tionships that make up the company.

Considering that the former values/

measurement system has given rise 
to loose controls and moral flabbiness 
that have resulted in financial chaos and 
widespread misery, a new values-based 
governance structure is timely. While it 
strengthens the positive elements that 
are inherent in the existing structure, it 
should incorporate the non-quantifiable 
spiritual elements as well. In other words, 
the well-being of the people who make 
the structure work, should be front and 
centre – not the well-being of the struc-
ture itself.

“Essentially, we need to bring back 
human integrity and humanity to the way 
we work,” he pointed out. “A corpora-
tion or legal entity cannot mimic human 
beings. Governance must move from the 
internal dimension within each and every 
one of us, to the external reality in which 
we operate. Individual – and therefore 
human – governance is a matter of spir-
itual development; it is about integrity 
and the constant search for ways to do 
good and be righteous.

Integrity is about knowing and practis-
ing the right thing even when no one is 
watching – and it comes from the heart. 
But while the 82% who subscribe to reli-
gion may already have a propensity for 
integrity wired into their subconscious, 
this may not work for those who have 
their own set of personal, non-religious 

beliefs. In fact, they may feel that this line 
of reasoning contradicts their personal 
principles. 

They are entitled to their beliefs, 
even if these do not fully converge with 
the spirituality and human governance 
argument; they cannot be assumed to 
have less integrity, or be less spiritually 
inclined, than those who are professed 
adherents of a religion. In short, we 
cannot use spirituality in the religious 
sense as a yardstick for their standards 
of integrity.

Perhaps the best we can do at this 
point in time, is to work with what we 
have, from where we are. Bitter experi-
ence has already shown us what human 
greed can do. History repeats itself if the 
people who make it don’t learn from their 
mistakes. Corporate governance is the 
result of rising awareness that a company 
that makes its money from the public 
does owe them more than just profits. It 
is duty-bound to care for all stakeholders 
connected to the generation of those prof-
its – and that means everyone.

Corporate governance and human 
governance are indivisible. There can-
not be one without the other, because 
corporations are made up of people. 
Corporations, therefore, should be run 
with mercy and compassion, with a view 
to upholding the common good, not of 
the privileged few, but of the deserving 
many. 

BRINGING BACK FAITH



DECEMBER 2009 |  ACCOUNTANTS  TODAY      33     

ADVERT



34     ACCOUNTANTS TODAY | DECEMBER 2009

DEVELOPMENT
Limited liability partnerships have been 
around since 1991 in the United States as 
a new legal business form, a product of 
bank failures in the 1980s. Legal suits for 
malpractice and breach of duty were filed 
against lawyers and accountants who had 
advised the failed banks before their col-
lapse. In 1991, a law firm in Texas devel-
oped the idea of LLP as a mechanism to 
limit the liability of partners of their co-
partners’ professional negligence. Soon 
thereafter, Texas enacted its LLP Act and 
the other states in America followed suit. 
Some restrict the LLP status to only pro-
fessional firms.

In the United Kingdom, accountants 
faced with potential law suits lobbied 
for the introduction of LLP in the 1990s. 
When the government did not respond, 
the UK offices of Ernst & Young and Price 
Waterhouse drafted an LLP Bill and lob-
bied for Jersey, a UK Crown Dependency, 
which is also an offshore financial centre, 
to enact it. However, when the law was 
enacted in 1996, the accounting firms did 
not register as LLPs in Jersey. Instead, 
pressure was mounted on the UK govern-
ment to legislate an LLP Act, which they 
did in 2000. Since then, Singapore and 
India have followed suit in 2005 and 2009 
respectively.

Malaysia does not intend to be left 
out of the race to make available LLPs 
as an alternative business vehicle. In its 
recent Final Report on the Review of 
the Companies Act 1965, the Corporate 
Law Reform Committee (CLRC) recom-
mended the introduction of LLPs. The 
Companies Commission of Malaysia had 
issued consultative documents on its pro-
posed framework for LLP in December 
2003 and April 2008, and recently the draft 
bill for discussion. To a professional, par-
ticularly to an accountant, this may prove 
to be a turning point for better or worse. 

There has to be much soul search-
ing before the profession cheers in the 
new business vehicle. Whilst the LLP 
may appear beneficial to professionals, 
it may have unintended consequences. 
Lessons from the UK and Indian experi-
ence impart the message that the path 
towards LLP needs to be trodden very 
carefully.   

LLP vs PARTNERSHIP vs 
LIMITED COMPANY

LLPs share many of the features of normal 
partnerships, but provide more organi-
sational flexibility than normal partner-
ships. They also share the benefits of 
limited companies. Unlike the traditional 
types of business vehicles such as sole 

law
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proprietorships and partnerships where 
the sole proprietor and partners are per-
sonally liable for the debts incurred in 
their respective businesses, the LLP itself 
is responsible for any debts that it runs 
up, not the individual partners. 

From the record-keeping aspect, 
whilst the traditional sole-proprietorship 
and partnership allows the business 
owners to keep accounting records pri-
vate and confidential in return for their 
personal guarantee to pay the business 
debts, such a benefit is not conferred on 
the shareholders of a company who are 
liable only for the amount unpaid on their 
shares. As the creditors of a company can 
sue only the company, and not the share-
holders, for the repayment of their debts, 
the company law framework requires the 
company to have its accounts prepared in 

accordance with the approved accounting 
standards, audited and lodged with the 
Registrar of Companies. It was a tradition 
to associate “a limitation of liability with 
the need of public accountability”.

These conventional business vehicles 
of sole proprietorships, partners and com-
panies have since been supplemented 
with limited partnerships, where there 
is at least one general partner who has 
unlimited personal liability, and at least 
another partner whose liability is lim-
ited to the amount of his contribution. 
The latter invests, but does not partake 
in the management of the firm’s busi-
ness. Subsequently, the limited partner-
ship was also found to be inadequate 
to protect an innocent partner against 
personal liability, and the concept of LLP 
was introduced. 

LIABILITY OF A LLP 
PARTNER

An LLP is a hybrid between the conven-
tional partnership and company, for it 
enjoys the benefits of both forms. Just 
as in an incorporated company, the liabil-
ity of the partners of an LLP is limited. 
The LLP also enjoys 
the management style 
of a partnership, for 
it will not be subject 
to the strict manage-
ment procedures of 
a company. They are 
especially attractive to 
professional partner-
ships such as graphic 
designers, lawyers 
and accountants.

In Malaysia, the 
law governing part-
nership is found in the Partnership Act 
1967. Under the conventional partner-
ship, every partner is an agent for his 
other partners for the purpose of the busi-
ness of the partnership. Thus, if a partner 
does any act in carrying out in the usual 
way business of the kind carried out by 
the partnership, the other partners are 
bound. If a partner commits a tortious 
act in the ordinary course of the firm’s 
business, he together with his partners 

will be jointly and severally liable for dam-
ages to the wronged party. The partners 
are liable for each other’s professional 
negligence and they can be sued jointly 
or separately by the victim. 

TORTIOUS LIABILITY
The CCM’s proposed LLP model applies 
a different approach. Under the proposed 
LLP framework, only the partner who 
commits the wrongful or tortious act, and 
the LLP are liable to the victim. The other 
partners are not personally liable. The 
CCM recognised the need to safeguard 
the interest of third parties dealing with 
an LLP by re-emphasising the liability of 
a negligent partner remains and is not 
affected by reason of his acting as a part-
ner of an LLP. This, thus, makes the pro-
posed LLP an attractive business vehicle 
to professionals. Unfortunately, this also 
gives rise to a few issues. 

First, to preserve his personal assets, 
a partner may not assist his co-partner 
particularly in a high risk case or may 
refuse to cover for his co-partner dur-
ing his absences. Secondly, the partners 
may be reluctant to set up an internal 

monitoring sys-
tem for fear of 
being implicated 
for any breach of 
care committed 
by a co-partner. 
Thirdly, a part-
ner who handles 
or deals with the 
LLP’s clients may 
insist on a larger 
share of the prof-
its, for he incurs 
a higher risk. If 

there is a fall-out with a client, the client 
may sue him but not his co-partners. The 
co-partners will at the most, lose their 
contributions and shares in the assets of 
the LLP, whereas the negligent partner’s 
personal properties are also at stake. 
These may result in lack of co-operation 
among the partners of an LLP, thus mak-
ing the LLP vulnerable to breakups. At 
the end, the thread that holds the partner-
ship together may be its brand name. 

LIMITED LIABILITY PARTNERSHIPS: BOON OR BANE?

The partners are 
liable for each 

other’s professional 
negligence and they 
can be sued jointly 
or separately by the 

victim. 
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However, as illustrated in the case 
of Arthur Andersen, not all is lost. The 
Enron debacle brought down the Arthur 
Andersen international network not-
withstanding the audit firm that audited 
Enron’s accounts was an LLP. The dam-
age to its brand name, and not the bank-
ruptcy of the partners, caused the disso-
lution of Arthur Andersen in jurisdictions 
other than the USA. Thus, the moral of 
the story is: it is not to the advantage of 
partners of LLP to turn a blind eye on the 
bad practices of their co-partners. They 
should continue to 
police each other. 

N e v e r t h e l e s s , 
given the fact that 
the main attraction of 
the LLP is that the 
partners who are 
cleared of any wrong-
ful or tortious act, 
are protected against 
personal liability, it 
can be forecasted 
that some, if not all, 
firms offering professional services may 
convert to LLPs once it is introduced in 
Malaysia. To protect the public who have 
legitimate claims for damages against 
a negligent professional, the CCM has 
proposed that a professional LLP shall 
be required to effect an insurance policy. 

Well and good, but the application of 
the doctrine of privity in Malaysia renders 
such a scheme not as effective as one 
would have expected. This is because 
according to the doctrine of privity, a per-
son who is not a party to a contract cannot 
sue on the contract. As the member of the 
public is not a party to the insurance poli-
cy effected by the LLP, he cannot sue the 
insurer under the insurance policy even 
though he has established a claim against 
the LLP or a partner of the LLP. Thus, a 
member of the public has no enforceable 
right under the policy. In view thereof, 
it is of utmost importance that the pro-
posed LLP Act expressly requires the 
insurance company to pay the insured 
sum to the member of the public who has 
established his claim against the insured 
professional.

CONTRACTUAL 
LIABILITY

Elsewhere, what is the liability of the part-
ners when the LLP breaches a contract? 
Under the conventional partnership, the 
partners are jointly liable. The credi-
tor is to take legal action against all the 
partners together. Although the partner 
who was omitted from the legal action is 
still liable to contribute to the other part-
ners under the partnership agreement, 
his omission from the legal suit means 

the creditor has 
waived his rights 
against the omit-
ted partner. 

H o w e v e r , 
under the pro-
posed LLP frame-
work, the creditor 
may only enforce 
the contractual 
obligation against 
the LLP. As the 
LLP will be a sepa-

rate legal entity from its partners, a part-
ner of the LLP will not be personally liable 
for the debts incurred by the LLP unless 
he has personally agreed to be bound. 

Needless to say, a creditor will thus, 
deem an LLP as a high risk debtor. This 
is further compounded by the exemption 
to be conferred on an LLP from making 
its accounts public. According to the 
CCM proposed model, an LLP will not be 
required to have its financial statements 
audited or filed with the Registrar of LLP. 
It will be sufficient for the LLP to keep 
proper accounts to enable it to prepare 
the true and fair view of its financial posi-
tion. It may thus be perceived that the 
LLP is required to ensure its accounts are 
not misleading and are absent of material 
errors, objective and free from biasness. 
This is contrasted with the positions in 
the UK, Singapore and India.

In the UK, the LLP Regulations pro-
vide that the provisions in the Companies 
Act pertaining to financial reporting 
apply, with modifications, to LPPs. Thus, 
LLPs are required to comply with the 
provisions in the Companies Act pertain-

ing to the financial accounts of a com-
pany. This includes having their accounts 
prepared in accordance with the pre-
scribed accounting standards, audited 
and lodged with the Registrar. Following 
the Companies Act, only LLPs of small 
economic size are exempted from hav-
ing their accounts audited. The UK did 
not do away totally with “the tradition of 
associating a limitation of liability with the 
need for public accountability”. The big 
businesses in the UK could not eat the 
cake and have it too, so to speak. If the 
businessmen want to hide behind the veil 
of LLP, they will have to publicise their 
audited accounts. If they do not want to 
make known their financial information, 
they have to suffer the risk of personal 
liability under the traditional partnership. 
The choice is theirs alone to decide.

Singapore did not follow the approach 
taken by the UK, as such approach had 
been cited as a reason for the unpopu-
larity of the LLP in the UK. Instead, to 
encourage the establishment of LLPs, the 
Singapore Limited Liability Partnership 
Act 2005 merely requires an LLP to keep 
proper accounting records that would 
enable the preparation of true and fair 
view of the financial statements. To pro-
tect the third party dealing with the LLP, 
the LLP is required to file an annual dec-
laration of solvency. 

The Indian Limited Liability 
Partnership Act 2008 which came into 
effect on 1 April 2009, adopted the 
approach taken by the UK. It requires the 
LLP not only to have its accounts audit-
ed, but also lodged with the Registrar. 
However, the government may exempt 
any class of LLPs from having their 
accounts audited. 

IMPACT ON THE 
ACCOUNTANCY 

PROFESSION
It is clear that Malaysia proposes to follow 
the Singapore approach, possibly to popu-
larise the concept of LLP. The accounts of 
an LLP need not be prepared in accord-
ance with the approved accounting stand-
ards or audited. Herein lies a concern 
facing the accountancy profession.

It will be sufficient 
for the LLP to keep 
proper accounts to 
enable it to prepare 

the true and fair 
view of its financial 

position.
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If the LLP business vehicle is made 
available to only accountants and other 
professionals, then there would not be 
undue concern. But, the CCM did not pro-
pose to restrict the application of the LLP 
business vehicle to only professionals as 
was in the cases of some states in Canada 
(Ontario, Manitoba and Alberta) and in 
the USA (California, New York, Oregon 
and Nevada). Thus, existing partnerships 
and companies, both private and public, 
may decide to convert into LLPs to enjoy 
the benefits granted to this new business 
vehicle. This may have an impact on an 
accounting firm which mainly does work 
for small companies and family-owned 
companies. Such accounting firms may 
see its clientele dwindling. 

Not only may the accounting firm 
see a drop in its accounting and audit-
ing works, it may also lose its share in 
company secretarial services. Unlike a 
company which is required to appoint a 
company secretary who has certain pre-
scribed qualifications, the proposed LLP 
is required to have a compliance officer. 
The compliance officer can be either a 
partner of the LLP or a person who is 
qualified to act as a company secretary. 
To cut costs and to keep its affairs private 
and confidential, the LLP may decide 
to appoint one of its 
members to be the 
compliance officer.

Prayerfully, the 
importance of audit-
ed accounts to other 
stakeholders of the 
LLP such as its exter-
nal financiers (for 
example, suppliers 
and bankers) and the 
important role played 
by external account-
ants in existing com-
panies which subse-
quently convert to LLPs will mitigate the 
outflow of clients. An LLP which intends 
to apply for external financing may find it 
necessary to have its accounts audited. 
Further, in an exploratory study conduct-
ed in 2005 to obtain the SMEs views on 
audit requirement in Malaysia, a major-

ity of the respondents agreed to opt for 
voluntary audit in the event audit is made 
optional. Many of these respondents are 
family-owned companies which rely on 
external accountants’ advice. Thus, the 
conversion of companies into LLPs may 
not have such an adverse impact on the 
business of practicing accountants as ear-
lier envisaged. 

LAST WORD
The introduction of this new business 
vehicle may prove to be either a boon 
or a bane. For an accountant who is in a 
partnership handling high-profile high-
risk clients, the concept of LLP as recom-
mended by the CCM is much awaited. 
Not only is he personally not liable for 
the negligent act or omission of his co-
partners, the LLP is also not required to 
divulge sensitive financial information. 
However, to an accountant who is a part-
ner or a sole proprietor of a firm handling 
or auditing the accounts of small and 
tightly controlled companies, the move to 
allow a lawful business to convert to LLP 
may prove to be a curse.

In other words, the LLP business 
vehicle, which may appear beneficial to 
professionals as it protects them from 

the professional 
negl igence  o f 
their co-partners, 
may lead to the 
demise of some 
small players in 
the accounting 
world. A balance 
may be drawn and 
in this respect, 
lessons may be 
taken from the 
UK and Indian 
experiences. The 
accounts of the 
LLPs should be 

audited, but exemptions may be given 
to LLPs of certain economic size. At the 
end, much good will be achieved if the 
legislature takes heed of the well-tested 
association between limited liability and 
public accountability. 
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Lumpur, Malaysia. In Malaysia, limited part-
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For an accountant 
who is in a 

partnership handling 
high-profile high-risk 
clients, the concept of 
LLP as recommended 
by the CCM is much 

awaited. 

LIMITED LIABILITY PARTNERSHIPS: BOON OR BANE?
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W hat makes certain 
accounting innova-
tions stick while others 
quickly vanish? Some 
people have argued 

that it’s because many new practices 
are merely fads that emerge on the back 
of high-profile marketing campaigns. In 
2002, for example, Anthony Hopwood, 
then director of the Said Business School 
in Oxford, expressed concerns about the 
‘homogenising tendencies of consultan-
cy firms’ and ‘careerist research’ that 
encouraged organisations to ‘focus on the 
fashionable rather the enduring’. 

There has been a considerable debate 
as to why the balanced scorecard has 
remained popular over an impressive 
number of years. Some people have 
attributed its durable appeal to a sub-

stantial marketing effort and a strong 
brand image, but our research suggests 
that the balanced scorecard has proved 
sustainable because of its flexibility and 
malleability – i.e. the principles underly-
ing a scorecard, whether that’s Robert 
Kaplan’s and David Norton’s original ver-
sion or some other variant, can be used in 
different ways by different organisations. 
And, importantly, these different uses can 
provide a breadth of understanding on a 
wide variety of issues. Balanced score-
cards give their users a rounded view of 
business activity, rather than a narrow 
focus on a small number of performance 
measures. 

Several of our interviewees comment-
ed positively on this attribute. For exam-
ple, one respondent told us, ‘As a man-
agement accountant, you help to devise 

the right performance indicators for a 
particular business – and these things 
can change as the business matures. 
To some extent, what you measure and 
how you measure it will define success-
ful behaviour: it might be margins, it 
might be sales or it might be managing 
your cost base. But the beauty about the 
scorecard is that it tries to do all of those 
things together.’

Managers clearly value the balanced 
scorecard’s malleability compared with 
that of many other management tools, 
which tend to be more constrained in 
what they offer. Despite this, the score-
card needs to clock up a few more years 
of popularity before it can be mentioned 
in the same breath as the profession’s 
most enduring innovation: double-entry 
bookkeeping. 

management+business

The management 
accountant’s 

GUDRUN BALDVINSDOTTIR, JOHN BURNS, HANNE 

NORREKLIT AND ROBERT SCAPENS OFFER THE 

CONCLUSIONS FROM THEIR CIMASPONSORED STUDY TO 

DETERMINE THE STATE OF THE DISCIPLINE AND HOW IT 

MIGHT EVOLVE. 

ROLE



DECEMBER 2009 |  ACCOUNTANTS  TODAY      39     

We believe that tomorrow’s manage-
ment accountants should try to under-
stand the varied opportunities that 
innovative new methods can offer. They 
should use their understanding to shape 
how such innovations are modified and 
applied locally. Making sensible choices 
about adopting innovations and driving 
those choices to the implementation 
stage is likely to become a key role of 

management accountants. It may well 
stretch their technical abilities and also 
require a grasp of the broader implemen-
tation issues involved – e.g. how they 
affect the way an organisation behaves. 
This is borne out by the comments of 
an interviewee who reflected on a failed 
attempt to introduce a new management 
accounting technique to his company. 

“The intellectual merit of the tech-

MAKING SENSIBLE CHOICES ABOUT ADOPTING INNO-
VATIONS AND DRIVING THOSE CHOICES TO THE 
IMPLEMENTATION STAGE IS LIKELY TO BECOME A 
KEY ROLE OF MANAGEMENT ACCOUNTANTS.

nique is hard to question; it’s not that it 
was flawed,” he told us. “But you have got 
to be able to marry two things up. One is 
that the technique actually leads you to 
the right conclusion – and it certainly did. 
The other is that it’s something that will 
work within your organisation.”

Sustainable change may be about 
being on the move all the time, but it 
also requires some element of stability. 
For example, management accountants 
must retain their prudence and a criti-
cal eye, adhering to professional norms 
and regulatory requirements. They will 
still have to identify the information that 
their organisations really need – mate-
rial that is useful, trustworthy and under-
standable. In doing so, they have to be 
wary of the rhetoric and hard selling of 

tomorrow’s innovations, but at the 
same time be able to influence col-

leagues who will be affected by 
such innovations.

The following comment 
by one interviewee high-
lights these points well. 
‘Everyone wants an instant 

cure, but you should steer 
away from that kind of quick 

fix. You need to get more into how 
you apply the new techniques you have 
learned in the most practical and appro-
priate way for your business.’

Much of the professional literature 
about management accounting innova-
tions is indeed filled with marketing hype 
promising quick fixes for multiple busi-
ness problems. Such solutions rarely, 
if ever, ‘optimise’ in practice. One-size-
fits-all methods fail because they ignore 
far too much of the stuff of life, such as 
organisational culture, values, norms and 
power. We believe that a key role for man-
agement accountants is to be discriminat-
ing and circumspect when considering 
the many new approaches on offer. They 
need to be more critical and try to under-
stand innovations in their wider contexts. 
Great new ideas can mean little when the 
situation to which they are being applied 
is rife with complexity. 

Once management accountants have 
decided carefully which innovations to 

THE MANAGEMENT ACCOUNTANT’S ROLE
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use, they need to ensure that these are 
widely understood in the organisation. 
Thoughtful communication is important 
here. As one interviewee said, ‘The lan-
guage test needs to be passed. It requires 
simple language more than brilliant ideas 
– simple language that 400,000 workers 
can connect to.’

The same respondent reflected on 
some of the more important issues that 
arose at his firm when it implemented 
a scorecard. “The reason why it has 
worked for us is that we got most of 
the implementation pointers right,” he 
explained. “It’s all about how you capture 
the hearts and minds of people so that 
they realise it’s something they should 
take seriously.” 

We questioned recent 
claims that a new breed of 
management accountants 
has emerged, the so-called 
business partner. We argued that 
there is still much to be said for the 
preservation of ‘traditional’ management 
accounting. Taking this argument a step 
further, we suggest that business part-
nering might be a fad. Maybe it is only 
the fantasy of those who are seeking a 
new image, since the core values of the 
traditional management accountant have 
never really disappeared. 

Joan Luft, professor of accounting 
and information systems at Michigan 
State University, hinted at this in her 
lectures when she was CIMA’s visiting 
professor in 2006. She contended that 
tomorrow’s management accountant 
needed to be less of an ‘enabler’ because 
that role served to ‘stoke the fires of 
over-optimism’. Luft argued that the role 
should instead be that of a corporate 
brake, which called for accountants to be 
neutral and pessimistic. 

We suggest that one of the main future 
challenges for management accountants 
will be to try to fuse their more tradi-
tional, basic and ‘unexciting’ traits with 
the demands of being a business partner. 
In this respect, we were interested to 
hear the comments of one of the finance 
directors we interviewed. 

“You’ve always got to do the basics,” 

he told us. ‘First of all, at the more junior 
levels in the organisation, they do collate 
the numbers; they do keep the accounts 
– old-fashioned things like that. They pay 
the bills and produce the management 
accounts, which include a lot of the infor-
mation for the scorecard. So at one level 
they do that, but then within the teams 
the hope is that they are part of the man-
agement team running the business. You 
are collectively responsible for the busi-
ness, but you have got to do the basics in 
everything. I have no qualms about the 
fact that the accountants still do keep the 
score. That is a big part of the job.” 

“As FD, I sit around the table, equal 
with all the other executives as a business 
person. And I have my say – the same as 
everybody else – on all sorts of issues. 
But at the same time I am also responsi-

ble for the funding of the business. I have 
to go to the City, I have to talk to share-
holders and I have to do the nitty-gritty 
finance bits as well.” 

management accounting at the Gothenburg 

management and accountancy at the 

Aarhus. Robert Scapens is a professor of 

of Groningen and emeritus professor at the 

first appeared in Financial Management, 
a monthly magazine published by CIMA 
(Chartered Institute of Management 
Accountants) for its members.

WE SUGGEST THAT ONE OF THE MAIN FUTURE CHALLENGES 
FOR MANAGEMENT ACCOUNTANTS WILL BE TO TRY TO FUSE 
THEIR MORE TRADITIONAL, BASIC AND ‘UNEXCITING’ TRAITS 
WITH THE DEMANDS OF BEING A BUSINESS PARTNER. 

THE MANAGEMENT ACCOUNTANT’S ROLE
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UNDER
Majella Gomes

IN TIMES OF ECONOMIC UNCERTAINTY, CORPORATE STRATEGY OFTEN TAKES SECOND PLACE TO SUR

VIVAL. BUT PUTTING STRATEGY ON THE BACKBURNER MAY HANDICAP ORGANISATIONS WHEN THE 

ECONOMY IMPROVES. CONVERSELY, IF THE RECESSION IS LONG AND DEEP, PUTTING STRATEGY IN COLD 

STORAGE MEANS THAT THEY MIGHT NOT BE ABLE TO THINK THEIR WAY OUT OF TROUBLE. WHAT’S THE 

SOLUTION? ACCORDING TO CIMA’S STRATEGY UNDER STRESS: MANAGING STRATEGY IN A DOWN-

TURN, THE KEY TO MANAGING STRATEGY UNDER STRESS IS DISCIPLINE  AND KEEPING FOCUSED ON 

SIMPLE, RELEVANT MEASURES THAT ENSURE THE FUTURE SUCCESS OF THE COMPANY.

E
xactly what does this discipline 
entail? It means relooking at 
strategic positioning, planning 
and execution; and analysing 
how to maintain long-term strat-

egy in a depressed economy. Companies 
may need to consider going back to 
basics, and applying traditional processes 
and disciplines to cope with the reces-
sion.

Don’t lose focus

Typically, top-level strategy sets out 
the main organisational goals. Divisions, 
subsidiaries and departments should also 
have strategies which are aligned to the 
overall business goals. Staying focused 
on strategic positioning and having a 
well-structured approach to identifying 
and exploiting trends helps boards and 
finance teams make informed decisions.

The board should always make time 
to evaluate strategic positioning, with par-
ticular emphasis on future trends. This 
can be done by analysing key perform-
ance indicators (KPIs) or applying other 
techniques such as STEEPLE (social, 
technological, environmental, ethical, 
political and legal) or SWOT analysis. 

These tools allow the consideration of 
short and long-term strategic positioning, 
and by tracking changes over time, deci-
sion-makers will have a clearer context 
for their course of action.

The organisation should ask itself 

some key questions, such as:

 What internal or external factors 

should we monitor?

 Are we being optimistic or pessi-

mistic, realistic or relying on wishful 

thinking?

 What information is valuable to 

decision-making in a downturn?

 How reliable is this information?

 Who is responsible for monitoring 

our strategic positioning?

 How are those responsible being 

monitored?

 How is the information they gather 

or assess being monitored?

 How much time should we spend 

on discussing strategic position-

ing?

 What plans can we make to respond 

to changes?

 Are we able to move quickly and 

decisively if the situation requires 

it?

Continuous and disciplined assess-
ment of strategic position allows more 
coherent planning. Leader of organisa-
tions should have their ears constantly to 
the ground to know what is happening, 
and see how they can benefit from it. 
It helps to evaluate one’s position, then 
speculate and project what might happen. 
For example, how would the organisation 
respond to a fall in market share, or a new 
product that enters the market, cash fall-
ing below critical levels, or a new regula-
tion coming into effect?

The need for options

Having a range of options that have 
been thought through is critical when it 
comes to keeping a competitive advan-
tage. Limited resources (in times of 
recession) mean that organisations have 
to focus on decisions that will alter their 
structure or activities. These options 
could include outsourcing, investing in 
new technology, opening new offices, 
launching new products, and acquiring or 
disposing of businesses.

Prioritise your options. Those that 
seem less likely should be lower down 
on the list, although you should still 

strategy
stress
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keep them in view. Bear in mind that 
options could also include downsizing, 
closing down offices, cutting back on 
capacity or selling off assets – but in a 
downturn, there are also opportunities 
for growth. Options should be tested for 
feasibility, analysed for costs, benefits, 
flexibility, stakeholder impact and long-
term effects.

Experts in the field emphasise that 
strategy requires ownership at all levels; 
it isn’t just the province of management. 
The more people know about it, and 
support the ideas, the more likely it is 
to work. It is a good idea to simultane-
ously think about and execute strategy. 
But simultaneously conceptualising and 
implementing it is a double-edged sword, 
and involves some nifty balancing. 

Managing strategy

Ideally, strategy will move the organi-
sation to a higher level but it can be dis-
astrous if it fails, and the harsh reality is 
that there is any number of reasons why it 
doesn’t achieve what it was meant to. The 
cornerstone of strategic implementation 
is good project management. Firstly, eve-
ryone should be clear on the desired out-
come. They should understand what they 
are doing, why they are doing it, and how 
their work contributes to the strategy.

Secondly, the implementation should 
be marked with a series of milestones 
which build up towards the final outcome. 
Thirdly, these milestones (or deadlines) 
should be time-driven because any delays 
can add to cost and have a detrimental 
impact on long-term strategy. Fourthly, 
define explicit quality standards and budg-
ets for the implementation of the strategy. 
Finally, strong leadership and accounta-
bility are required. The person(s) respon-
sible should be named.

The role of technology

The role that technology plays in 
business today is more significant than 
ever before. Information technology is no 
longer confined to back office functions; 
it is now central to operations throughout 
the organisation, including front-line and
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customer services. It is therefore hard-
er to reduce spending on long-term IT 
projects like e-commerce, electronic bill-
ing or payments, or human capital man-
agement. Indeed, these may be some of 
the best components to help the business 
survive the downturn.

Successfully holding to corporate 
strategy under stress requires discipline, 
thought and careful analysis of the cur-
rent environment. Organisations that 
don’t identify and consider strategic risks 
created by a downturn are much less 
likely to survive because they will, in 
most cases, be only reacting to events 
as they happen, not anticipating them or 
making plans to manage them.

Hard times, less risk?

While many businesses can plan for 
natural disasters such as fire or flood, or 
even product recall, they find it difficult 
to anticipate the problems that may arise 
from improper or inadequate strategic 
planning. It may be to their advantage 
to hone their strategic risk management 
skills. Risk management boils down to 
how much risk the company is prepared 
to take during hard times.

Management should be clear about 
which risks it will take, and which are 
definitely off limits, bearing in mind that 
recessions sometimes are the best times 
to expand, increase market share, launch 
new products or acquire assets which 
would otherwise be too expensive. Again, 
the key component here is having up-to-
date, reliable information that will aid in 
decision-making.

Information can be supplemented 
with a variety of tools including scenario 

planning, decision trees, sensitivity analy-
sis, and the software that supports this. 
The board should be fully apprised of the 
strengths and weaknesses of the organi-
sation, to determine if the strategies can 
succeed. Leadership, communication, 
open-mindedness and the ability to hold 
to the course when everybody else is 
going off at a tangent are prerequisites 
for the job.

Resist the urge to 
 downsize

One of the first cost-cutting measures 
that organisations consider in a downturn 
is layoffs – but this involves substantial 
risk, especially when you have to balance 
the fact that you may not have the same 
level of skilled employees later on, when 
the post-recession situation requires you 
to ramp up operations. Trying to hire 
when the economy is back on track may 
turn out to be a more expensive (and frus-
trating) proposition, than keeping valu-
able employees on the payroll throughout 
the lean times.

Also, the legal risks associated with 
reducing headcount are a veritable mine-
field; it can open the firm to risks that the 
company truly cannot afford, regardless 
of the state of the market – like allega-
tions of age and gender discrimination, 
and how employees were selected for 
redundancy.

Research shows that a lot of cost-
cutting programmes just don’t deliver the 
numbers they were intended to. Instead, 
businesses should reconfigure to adapt to 
new market dynamics. Finding new effi-
ciencies within existing operations could 
be more cost-effective and sustainable in 

the long run. It helps to look at what the 
competitors are doing – how and where 
other companies are cutting costs, how 
their resources are being redeployed, and 
how the markets are shifting. Cost-cutting 
in difficult times is something that needs 
to be thought through and strategised for 
before companies hit that inevitable rough 
patch; it shouldn’t be a knee-jerk reaction 
dictated by market forces.

Lessons learned

To complicate matters, Boards often 
approve cost reduction programmes with-
out considering the impact on middle 
management, which has to operationalise 
the policies. Research has shown that 
many middle managers have only expe-
rienced managing in a growing economy 
– not one in a recession – and may not 
be able to effectively implement the cost-
cutting measures dictated by company 
policy.

Certainly, doing business in today’s 
economy is not a walk in the park. Danger 
lurks at every turn, waiting to snare the 
unwary. What can businesses do to sur-
vive? Regardless of market conditions 
and an unstable global economy, there 
is still time to strategise. Remember that 
all strategies had a starting point, and 
often reflect the times in which they were 
formulated.

In an upturn, they would have prob-
ably been upbeat and optimistic, with 
perhaps a little less anticipation of hard 
times. The reverse applies to strategising 
in a recession. These are painful times, 
but the experience, while bitter, is a great 
teacher – and what we take away from the 
lesson, is up to us. 

STRATEGY UNDER STRESS
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Ng Poh Ling

“SUCCESS DEPENDS UPON PREVIOUS PREPARATION, AND WITHOUT SUCH 

PREPARATION THERE IS SURE TO BE FAILURE.”  CONFUCIUS. APTLY, PREPARATION IS 

GOLDEN WHEN TAKING ON THE BYZANTINE NUANCES OF CHINESE CULTURE IN ORDER 

TO SEAL THAT PRECIOUS DEAL.

DRAWING THE

Navigating through 

China’s business 

environment can 

sometimes prove to be 

more than a bumpy ride 

for the uninitiated. Much 

of the country’s business 

etiquette draws on its 

basic Confucian values and 

concepts such as respect 

for age and position, and 

importance is placed on 

group goals rather than 

individualism. Being a 

 little prepared before your 

trip can save you a host 

of embarrassments and 

possibly clinch you that 

deal.

Red Curtain

 The Importance of Hierarchy

The concept of hierarchy influences all 
aspects of Chinese life and has a huge 
influence on the business environment. 
The individual is traditionally subordinate 
to the organisation and the minority view 
is subordinate to the majority, hence the 
lower-ranked official is subordinate to his/
her superior. Hierarchy determines who 
enters a meeting room first, how introduc-
tions are made, how seating is arranged in 
meetings and at dinners/banquets, who 
speaks and who makes decisions.
 

is there to distinguish men from 

 Establishing Contacts and 
Relationships

Very often, when doing business in 
China, one comes across “guanxi”, which 
generally means connections. Ultimately, 
it’s who you know and not what you 

know that’s important. To do business in 
China you have to make the right connec-
tions i.e. meet the right people, develop 
long-term relationships with them and 
make sure that favours and generosity 
are reciprocated.  is probably the 
most important single asset of any for-
eign business in China.

The main way of establishing 
is usually by introduction through a third 
party. This may be one of your own 
Chinese employees, friends, or Malaysian 
overseas missions. In a modern China it 
can also be through a simple meeting or a 
trade event. These connections can come 
from anywhere at any time.

Similarly, a firm understanding of 
“mianzi” or ‘face’ is also essential. The 
concept is similar to ‘respect’. When 
someone does something right and is 
complimented, he gains face. If he is 
embarrassed or makes a mistake, then 
he loses face. It’s important to avoid other 
people losing face if possible, and it’s a 
good idea to give them face, but equally, 
it’s a good idea to increase your face as 
much as possible.
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rules of propriety, becomes rude-

Ways To Increase Face 

restaurant and paying.

a lot better than the one they give you, 
they’ve lost face).

background knowledge

partner speak English (though if their 
English is not up to par, using a trans-
lator may help them save face), com-
plimenting them, asking after their 
families

public
 
Remember, even if the truth is uncom-
fortable, someone may not want to lose 
face by saying it and this means that most 
Chinese may be unwilling to say ‘no’ even 
if they mean it.

Business Meetings

When in Rome, do as the Romans and 
when in China, do as the Chinese do. The 
first person to enter the room is assumed 
to be the head of the group. If the meet-
ing room has a large central table, the 
principal guest is likely to be seated 
directly across from the principal host.

 The Chinese always shake hands 
when introduced to someone new. 
Business cards are always exchanged 
and given with both hands. Take lots of 
business cards with you as almost every-
one you meet will want to exchange one 
with you.

Meetings start on time and it is good 
practice to arrive early. Begin with small 
talk and resist the temptation to talk shop 
right away. Address a person using the 
family name or title, such as Director Li, 
Mr. Chen or Ms. Wang.

You will most likely be introduced to 

the most senior person in the group first. 
It will be useful to keep the business cards 
of those at the meeting in front of you on 
the table for easy reference. The Chinese 
are tough and highly skilled negotiators 
and part of the reason for this is their 
ability to think longer term. It is advisable 
to enter any meeting adequately prepared 
and with your key points firmly in mind.
Jackets and ties please, when in meetings 
and when invited out for meals.
 

-
pany of two other men, I am 
bound to be able to learn from 
them. The good points of the one 

Entertainment/Banquets

Your business trip to China will consist 
of at least one dinner or banquet. 
means that there is still a need to mix 
business and pleasure and having a meal 
together is a way to establishing better 

 with your potential partners.
You may meet very senior people 

at the banquet who may be key to the 

approval of your business and who are 
usually too senior to be involved in nego-
tiations at the business meeting. Take the 
opportunity to impress them and get to 
know them at dinner.

If the banquet is formal, be prepared to 
give a short, friendly speech in response 
to the host’s speech. While declining to 
taste a dish is not regarded as a cardinal 
offence, try to sample every dish served 
and if your host serves some food for you, 
reciprocate. Remember to always leave 
something on your plate even though the 
fare may be heavenly or your host may 
think you are still hungry.
 

Gifts

Gifts and gift-giving are integral to cre-
ating and building relationships and 
expressing friendship. Gifts are usually 
exchanged at the end of the meeting or 
banquet. Present the gift to the leader 
of the Chinese negotiating team first 
– the most important person in the group 
receives their gift first.
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WHAT TO GIVE
 Unique gifts that represent Malaysia 

or your company.

 Pewter, batik or local handicraft.

 Items with your corporate logo.

 Coffee table books, picture books and 

calendars featuring Malaysian land-

scapes.

 Items that can be displayed on walls 

or in offices.

WHAT TO AVOID
 Clocks - the pronunciation of the 

words “to give a clock” sounds simi-

lar to a phrase that means “sending 

someone to the grave”.

 Gifts in sets of four - the number four 

is considered very unlucky, as the 

word is pronounced similarly to the 

word for death.

 Fans - the Chinese pronunciation 

of ‘fan’ can also mean “to lose” and 

“death”.

 Gifts of excessive value, making it dif-

ficult for your counterparts to recipro-

cate and risk causing loss of face.

 Cash - can be seen as bribery.

 Knives or scissors - symbolise conflict.

 Items such as straw sandals or hand-

kerchiefs - associated with funerals

 Empty boxes, even if they have been 

carved or decorated, are considered 

packages without a gift.

 

NUMBERS AND COLOURS TO AVOID 

There are traditional taboos around num-

bers. Some business people are especially 

sensitive to numbers in China, especially 

in the southern part of China.

LUCKY NUMBERS:
 when pronounced in Chinese, 

especially Cantonese (spoken in 

Guangdong province and Hong 

Kong), sounds similar to the word 

for promotion or being promoted.

  when pronounced in Cantonese is 

similar to the word for happiness.

   when pronounced in Chinese, 

sounds like a similar word that 

means prosperity.

 when pronounced in Chinese, 

sounds like a similar phrase that 

means money flowing in easily.

 

UNLUCKY NUMBERS 
TO BE AVOIDED:

 when pronounced in Chinese, 

sounds like the word for death 

(especially in Guangdong province 

and Hong Kong).

 when pronounced in Chinese, 

sounds like the word for dumb/

stupid.

3

6

8

168

4

250

DRAWING THE RED CURTAIN
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A
new study by global man-
agement consulting firm 
A.T. Kearney, titled The 
Global Champions for 2009, 
demonstrates that despite 

the meltdown in the financial markets, 
companies that combine long-range stra-
tegic planning with nimble execution can 
still by far outperform the competition.

The 25 companies 
in the A.T. Kearney 
Global Champions for 
2009, identified from 
the world’s 2,500 larg-
est companies operating 
internationally, dramati-
cally outperformed their 
peers during the five 
years ending with the 
stock market crash, aver-
aging nearly 15 per cent 
growth annually from 
2004 through 2008, while the average for 
the entire sample was an 8 per cent loss. 
(See ranking of top 25 on next page).

“The financial crisis has greatly accel-
erated the rate of change in underlying 
global business conditions,” said Paul 
Laudicina, chairman and managing offic-
er of A.T. Kearney. “Companies that were 
able to align a disciplined growth-orient-

ed strategy to the transformed economic 
landscape were the ones that dominated. 
Companies like first-ranking Nintendo 
[TOKYO EXCH 7974] and third-ranking 
Apple [NASDAQ:AAPL] are able to satis-
fy new consumer demands for a simpler, 
yet more fulfilled lifestyle. Incidentally, 
this is a trend we picked up pre-crisis 
and is manifesting itself in the demand 

for technologically 
sophisticated, yet 
simple to use, prod-
ucts. And businesses, 
like fourth-ranking 
Doosan [KOREA 
EXCH: 629467] have 
been able to capital-
ise on government 
mandates globally, 
to rebuild infrastruc-
ture.”

Laudicina further 
observed that bigger was not necessarily 
better. “The analysis shows that neither 
size nor market position is a necessary 
pre-condition for superior growth or a 
protection against market turbulence. 
Instead, the themes that emerge include 
an in-depth understanding of what the 
market needed at a particular time, an 
extraordinary ability to plan beyond the 

immediate environment, and a relentless 
focus on flawless execution.”

The companies represent industries 
from electronics to heavy equipment, 
with no single industry sector dominant, 
a stark contrast to the 2008 version of 
the study when the end of the “supercy-
cle” in commodities buoyed the natural 
resources industry. The return to funda-
mentals precipitated by the recession led 
to a shifting geographic make-up of the 
list. While companies such as Mexico’s 
America Movil [MEXICO: AMXA] 
and India’s Reliance Industries [NSE: 
RELIANCE] are two of only seven compa-
nies that managed to maintain their status 
as Global Champions, the proportion of 
companies headquartered in emerging 
countries has dropped from 40 per cent in 
2008 to less than a third in 2009.

Laudicina pointed out that 20 per 
cent of the Global Champions are on the 
World Dow Jones Sustainability Index 
and fully 40 per cent have signed the UN 
Global Compact, compared to 30 per cent 
of the Global 500. “This list is yet another 
demonstration that sustainability is not in 
conflict with, or independent of, business 
success. Rather, a focus on sustainability 
is a sign that the company is looking well 
beyond the horizon.”

Corporate Success in Changing 
Environment Dependent on 
Vision and Discipline

A.T. Kearney Releases the 2009 Ranking of Global Champions

Companies that 
were able to align 

a disciplined 
growth-oriented 
strategy to the 

transformed 
economic 

 landscape were 
the ones that 
 dominated. 

management+business
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ABOUT THE 2009 GLOBAL 
CHAMPIONS

To create the list, A.T. Kearney first 
calculates the median value growth rate 
-the rise of market capitalisation after 
subtracting any increase in capital and 
the sales growth rate for the 2,500 larg-
est publicly listed companies around the 
world. A.T. Kearney then only considers 
those companies with 2008 sales greater 
than US$10 billion and at least 25 per cent 
of sales derived from outside their home 
region. In addition to having positive 
value growth, the companies on the list 
also have above average (median) sales 
growth.

ABOUT A.T. KEARNEY

A.T. Kearney is a global management 
consulting firm that uses strategic 
insight, tailored solutions and a collabora-
tive working style to help clients achieve 
sustainable results. Since 1926, they have 
been trusted advisors on CEO-agenda 
issues to the world’s leading corporations 
across all major industries. A.T. Kearney’s 
offices are located in major business cen-
tres in 36 countries. For more informa-
tion, please visit . 

1. Nintendo (Japan) [TOKYO EXCH 7974]

2. Google (United States) [NASDAQ: GOOG]

3. Apple (United States) [NASDAQ:AAPL]

4. Doosan (South Korea) [KOREA EXCH: 629467]

5. Hyundai Heavy Industries (South Korea) [ KOREA EXCH: 644662]

6. GDF Suez (France) [PARIS: GSZ]

7. MTM (South Africa) [JSE: MTN]

8. Monsanto (United States) [NYSE: MON]

9. Inditex (Spain) [MCE: ITX]

10. BHP Billiton (Australia) [AUSTRALIA:BHP]

11. Reliance Industries (India) [NSE: RELIANCE]

12. Jacobs Engineering (United States) [NYSE: JEC]

13. World Fuel Services (United States) [NYSE: INT]

14. Fouor (Unites States) [NYSE: FLR]

15. ABB (Switzerland) [SWISS EXCH: ABBN]

16. CNOOC (China) [NYSE: CEO]

17. Amazon.com (United States) [NASDAQ: AMZN]

18. America Movil (Mexico) [MEXICO: AMXA]

19. Occidental Petroleum (United States) [NYSE: OXY]

20. Teva Pharmaceutical (Israel) [NASDAQ: TEVA]

21. Mapfre (Spain) [MCE: MAP]

22. Petrobraz (Brazil) [SAO PAOLO: PETR3]

23. Kühne + Nagel (Switzerland) [SWISS EXCH: KNIN]

24. Sasol (South Africa) [JSE: SOL]

25. Komatsu (Japan) [TOKYO EXCH: 6301]

 

A.T. KEARNEY RELEASES THE 2009 RANKING OF GLOBAL CHAMPIONS

THE 25 A.T. KEARNEY GLOBAL CHAMPIONS FOR 2009
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Speak Softly, 
Love

I
t was the 2009 President’s Cup golf 
championship, and Geoff Ogilvy and 
Ryo Ishikawa of the International 
team were trying to catch up with 
Tiger Woods and Steve Stricker. 

Just as Ogilvy stood over his putt for the 
crucial stroke, a marshall’s phone went off. 
It rang at least five different times because 
the offender wasn’t familiar with the work-
ings of his phone. He finally retreated out of 
sight to save himself from further embar-
rassment, and to save the golfer’s game. He 
was a little too late though; Ogilvy flubbed 
the shot and eventually the championship.

It’s a classic case of mobile misde-
meanor; albeit one that cost an interna-
tional golfer a possible victory. As the world 
population becomes increasingly savvy with 
their mobile communications, there seems 
to be increasing ignorance over proper 
etiquette.

Since the very first mobile phone was 
introduced, the Motorola DynaTAC in 1985, 
it’s been said that some 900,000 mobile 
phones are sold every three days. The 
number of text messages exchanged world-
wide has also increased phenomenally from 
17 billion in 2007 to an estimated 3.3 trillion 
by year-end.

Further research conducted by the 
International Telecommunications Union 
predicted that the number of global mobile 
phone subscribers would reach 4.6 billion 
by the end of 2009. That’s about two thirds 
of the world population getting connected to 
mobile network services. 

On the Malaysian front, the Malaysian 
Communications and Multimedia 
Commission reported that mobile phone 
penetration has exceeded 100% by the second 
half of 2009, i.e. 28.5 million users. However, 
this doesn’t mean that every Malaysian is 

MOBILE PHONES ARE UBIQUITIOUS, BUT MOBILE 

ETIQUETTE HASN’T KEPT UP WITH THE SPREAD 

OF HANDHELDS. ANNE HASHIM LAYS DOWN A 

FEW COMMON SENSE RULES FOR MOBILE PHONE 

MANNERS TO SMOOTH BUSINESS AND SOCIAL 

INTERACTION  AND ENSURE THAT MOBILE 

MISDEMEANOURS DON’T COST YOU THAT VITAL 

BUSINESS DEAL.

management+business
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now a mobile-phone toting extraordinaire; 
many just possess multiple network services 
subscriptions under one name. 

Given that the mobile revolution is 
spreading at the speed of light, adhering 
to common courtesies would make com-
mon sense if we are to function smoothly in 
social and business circles. The following 
rules are useful as a guide to better com-
munications and interpersonal tolerance in 
high-technology societies:

DON’T SHOUT YOUR TEXT 
MESSAGE IN MY EAR, 
PLEASE
Nearly all written literature, whether they 
be signages, newspapers or novels, use a 
combination of upper and lower case, and 
for good reason, too. It’s been proved to be 
easier on the eyes and makes things read-
able. In fact, uppercase texts are the least 
legible and are difficult to read. Moreover, 
a text message written in ALL CAPS IS 
THE EQUIVALENT OF SHOUTING INTO 
SOMEONE’S EAR!

RSVP II
SMS may stand for short message service, 
but there is a way to be brief without being 
dismissive or abrupt. Case in point, when 
you’ve texted somebody and they sms you 

back with single alphabet responses, “K.” An 
investment banker I know has the best sms 
etiquette. He projects his cheerful and jovial 
self via text even if it’s only to respond with a 
simple “Great!” but his whole-hearted enthu-
siasm is evident in that one exclamation.

RSVP III
It’s been said that we are living in an “instant” 
world these days due to the fact that every-
thing has to be done fast. This need to be 
swift at all times has even crept into our sms 
conversations. Words have been abbreviated 
to the point that sms messages are becoming 
like mini-puzzles to be deciphered. “Wl be 
l8. C u l8er k.” In the process, our language 
suffers. For such a progressive civilisation, 
we certainly are regressing in our linguistic 
quality. 

RSVP IV
Back-and-forth sms-ing is cute if you’re 
lovebirds, but really, isn’t it more economi-
cal if one person called up the other and 
had a real conversation to sort out all those 
niggling questions? It can be irritating to 
receive one sms after another on a topic 
that could be otherwise best explained by 
talking it out once and for all. Sure it lacks 
the romance, but you’d save a lot of time 
and money.

SPEAK SOFTLY, LOVE

RSVP
When someone sends 
you a message, or if you’ve missed 
a call, it’s courteous to respond as 
soon as possible. Acknowledging a 
friend’s text message with a timely 
response, even if it’s short, is just plain 
good manners. Otherwise, you’ll be leaving 
your friend hanging onto a one-sided “con-
versation.”

’ve missed 
espond as 
wledging a 
h a timely 

, is just plain
y
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UPDATE STATUS
While it can’t be denied that mobile 
phones are the status symbols of today, 
it doesn’t mean that we should flaunt it 
around indiscriminately. Do not dine with 
your limited-edition Blackberry arranged 
just so on the table, as though it were part 
of the cutlery, for all to see. A little discre-
tion is always classy.

ODD-HOUR JOBS
It’s also become a fact of corporate life 
that mobile phones have made us more 
accessible to our bosses. Many an execu-
tive has been harassed to high-blood pres-
sure hell due to the constant calls from 
bosses who don’t practise Management 
by Delegation. Of course, if the company 
is footing the bills, then the staff would 
have to be at their beck and call, but even 
so, there are limits. Nobody wants to have 
their family dinner or weekend getaway 
disrupted by a frantic phone call from the 
boss. And please, no phone calls at 3 a.m. 
People are sleeping.

TURNING IT OFF
No matter how attached you are to your 
mobile phone, there are times when you 
should just leave it at home, or at the very 

least, turn it off – during meetings, at impor-
tant sports games, during dinners, etc. 

Even though they’ve been reminded 
many times to switch off, people still have 
their mobile phones on during meetings. 
Or worse, it buzzes discreetly and the 
owner takes the call right in the middle 
of the chairperson’s speech. If you really 
must take the call, excuse yourself and 
step outside to talk. 

MEETINGS AND MOBILES
And I’m sure bosses everywhere will 
agree that it’s annoying to chair a meeting 
in which people aren’t paying attention. 
Instead, their thumbs are busy keying 
in a message into their phones. Sure, 
they’ve got their phone on vibrate, and 
when a call comes in, the flatulent ring-
ing tone is reduced to a table-shaking 
buzz, but the fact that your mind is mak-
ing a connection elsewhere on another 
person’s mobile just speaks of your utter 
disregard for the current assembly.

SPEAK SOFTLY, LOVE
Somehow, when we speak into our mobile 
phones, our voice automatically escalates 
several hundred decibels. Folks, it’s a 
mobile phone, not a megaphone. It’s got 
a sensitive enough microphone to pick up 

your voice and transmit it to the other end 
without you having to share your intimate 
conversations with the rest of the world.

MULTITASKING
Multitasking is an over-rated virtue in 
our society. When it comes to driving and 
talking/texting, it’s not advisable. Keep 
your hands on the wheel and off those 
buttons, folks, because talking or texting 
on the phone leads to distraction and 
Driving while Distracted (DwD) is the 
leading cause of car accidents. In fact, a 
University of Utah study pointed out that 
the distraction from using a mobile phone 
while driving is equivalent to having a 
0.08 per cent blood alcohol content which 
is illegal in some US states. A further 
study by the Carnegie Mellon University 
found that the brain activity devoted to 
driving is reduced by 37 per cent when a 
mobile phone is being used.

Most of the do’s and don’ts of mobile 
phone usage are just plain common sense 
and a sign of respect for those you are 
talking to and those in your presence. It 
doesn’t matter if you own an iPhone or 
a Blackberry or the latest model in the 
market; at the end of the day, I guess it’s 
true what they say – you can buy prestige, 
but you just can’t buy class! 

          WEIRD RINGTONES
Even if you feel young at heart, it’s best to avoid 
setting one of those unusual ring tones on your 
phone. Yes, they may be funny or express your 
personal style, but when a call comes in sound-
ing like somebody just let out gas, and worse, 
your boss is there to hear it, no one’s going to 
be amused then.

SPEAK SOFTLY, LOVE
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We are a niche public-listed software house headquartered in Malaysia with operations locally and 
overseas throughout Asia.  To cater for future expansion, we are seeking accounting professionals who 
desire to specialise in the lucrative field of consultancy to be groomed to drive growth in the region.  
Remuneration package will be above market rate.

REQUIREMENTS:
 Candidate must possess at least LCCI Higher Diploma, Professional Certificate or Degree in 

Finance/Accountancy or equivalent 
 Proficient in computerised accounting software 
 Pleasant personality with excellent interpersonal and communication skills 
 Proactive, result-oriented, self-motivated and a team player 
 Analytical and ability to work independently and well under pressure 
 Industry knowledge in Property Development, Property Management, Resort or Construction will 

have an added advantage (those with necessary experience but without required qualifications 
will be considered)

 Fresh graduates/Entry level applicants are also encouraged to apply

Please submit your full resume now at star.job.ad@gmail.com stating your experience, current & 
expected salary by 31 December 2009. Only shortlisted candidates will be notified.
Ng Wai Keen (MIA 12559)

APPLICATION CONSULTANTS

RESPONSIBILITIES: 
 Assist and eventually head project 

implementation both locally and 
overseas

 Conduct training
 Liaison with programming team
 Drive software innovation

CLASSIFIED
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Whenever we get our medical 
checkup report, we will have 
an immediate sight towards 
any bold printed number 

as it highlights our body’s warning sig-
nals. Come to blood test, every one of 
us desires to have a pretty favourable 
number for blood sugar. However, how 
many of us do keep our blood sugar levels 
under control?

In 2007, statistics from Persatuan 
Diabetes Malaysia showed that nearly 1.2 
million people in Malaysia have diabetes, 
with the number of people diagnosed 
increasing by the day. Unfortunately, more 
than half are not aware that they have the 
disease. The World Health Organization 
(WHO) states that the prevalence of dia-
betes in Malaysia is expected to rise to 
2,479,000 by 2030.

WHAT IS HIGH BLOOD 
SUGAR (DIABETES)?

High blood sugar or diabetes is a meta-
bolic disease that is characterised by 
excess amounts of glucose or sugar in the 
bloodstream. Most of the food we ingest 
will break down into glucose, a simple 
sugar that is easily utilised by the cells for 
growth and energy.  In order for the sugar 
to get into the cells, insulin - a hormone 
secreted by the pancreas and more spe-
cifically by the islets of Langerhans, must 
be present and circulate in the blood-
stream to bind with the insulin receptors 
on the muscle, fat and liver cells, where it 
can be used as fuel. When our bodies can-
not make insulin and/or do not use insu-
lin properly, excessive sugar will build up 
in the blood and this chronic condition 
leads to diabetes.

advertorial

CATEGORIZE YOUR NUMBER

CONDITION FPG (mmol/L) OGTT / RPG (mmol/L)

Normal (Optimal) ≤ 6.1 ≤ 7.8

Borderline (Pre-Diabetes) > 6.1 to < 7.0 > 7.8 to < 11.1

High (Diabetes) ≥ 7.0 ≥ 11.1

* Random Plasma Glucose (RPG) Test measures blood glucose at any time of the day.

BLOOD SUGAR
IN CHECK

KEEP YOUR

TYPES OF DIABETES

The two main types of diabetes are Type 
I and Type 2 diabetes. Type 1 diabetes, 
formerly known as juvenile diabetes, is 
usually diagnosed in children, teenagers 
and young adults. It is characterised by 
a lack of insulin production from the pan-
creas. People with Type 1 diabetes must 
take daily insulin injections to survive. 
Type 2 diabetes, formerly called adult-
onset diabetes, is the most common type, 
accounting for about 95% of all cases. The 
basic problem is that the body does not 
produce enough insulin and/or the insu-
lin may not work properly because the 
cells become less responsive to insulin, 
a condition known as insulin resistance.

SYMPTOMS OF DIABETES

Elevated blood sugar levels can lead to 
common signs and symptoms, including:

night

feet 
-

es that take a long time to heal

POSSIBLE COMPLICATIONS

The complications associated with dia-
betes are appalling. Improperly treated 
diabetes will affect almost every part of 
the body, leading to serious complica-
tions such as blindness, heart disease and 
stroke, kidney failure, and nerve damage.
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A NOVEL APPROACH TO THE 
TREATMENT OF DIABETES

Baker’s yeast, fenugreek, bitter melon, gymnema, olive 
leaf, and mistletoe are natural agents that provide various 
nutrients with the potential to treat and possibly prevent 
diabetes. 

BAKER’S YEAST – Richest source of glucan (soluble fiber) 
which is helpful in blood sugar control. Baker’s yeast has 
been reported to help people who have problem with blood 
sugar metabolism and may prevent diabetes from develop-
ing in persons with a family history of diabetes.

FENUGREEK – Contains an amino acid called 4-hydroxyiso-
leucine, which acts to stimulate insulin production when 
blood sugar levels are high. It also appears to regulate blood 
sugar by inhibiting the enzymes sucrase and amylase, which 
help break down carbohydrates. 

BITTER MELON – Excellent for regulating blood sugar due 
to its ability to raise the production of pancreatic cells, which 
is responsible for the insulin secretion. Study showed that an 
aqueous extract of bitter melon fruits was found to decrease 
blood sugar levels by 54%. 

GYMNEMA – The herb’s active ingredient, gymnemic acid 
has similar shape of a glucose molecule, thereby prevent-
ing the intestines from absorbing sugar molecules during 
digestion. It is also believed to suppress the ability to detect 
sweet tastes.

OLIVE LEAF – A natural phenolic antioxidant, oleuropein 
helps lower blood sugar and subsequently prevents diabetes-
related cardiovascular damage. Clinical study showed that it 
may reduce blood sugar up to 60% within three months. 

MISTLETOE – A traditional diabetes treatment and for inter-
nal healing. Mistletoe extract can stimulate insulin secretion 
from pancreas cells and may improve blood sugar levels in 
people with diabetes. 

REFERENCES:

-
el.html

This article is contributed by VitaLife. For more  information, 

please contact VitaLife at 03-7725 8881.
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lifestyle | TRAVEL

SOMEWHERE IN THIS MYSTICAL ISLAND, 

THERE STILL LAYS A SPOT  PERFECT FOR SOLITUDE.

the Bali
before, bucolic and real
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Anis Ramli
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My second return to Bali 
began with a heavy air of 
trepidation. My first impres-
sion of the island many 

years ago was that of a hedonistic 
haven – wild midnight parties  and 
crazy Westerners turning the island 
into one big Mardi Gras. Granted my 
narrow-minded view then was confined 
to the towns of Kuta and Denpasar, the 
two favourite hangouts for most visi-
tors, but Bali for me was on the verge 
of becoming another Cancun for Spring 
Break and frat parties.

THE BALI BEFORE, BUCOLIC AND REAL

So it was a pleasant surprise to 
find the 31-room Spa Village Resort in 
Tembok as far away from my prevail-
ing and somewhat narrow image of the 
island. Not only that, but it also appears 
they’re not in a hurry to trade beach 
chairs for bar stools just yet, if ever. 
Instead the resort seems to fiercely 
guard its Balinese identity. From the 
distinct Balinese hospitality to its wis-
dom in beauty, arts and culture, the 
resort didn’t disappoint. 
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Indonesia
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Built as the sixth chain on the ever-
growing list of the Malaysian-grown 
brand Spa Village, the resort at Tembok, 
a slow ponderous journey of three hours 
to the island’s north east, was by far the 
smallest in terms of room count. Tucked 
in the heart of the traditional Balinese 
primeval landscape, time seems to stand 
still here. Long blessed with coastal abun-
dance, Tembok embraces this natural 
resource with an intense fervour, which 
for the guests means enjoying a serene 
and pastoral land long forgotten by time.  

 Where size is con-
cerned, being small is 
perhaps the resort’s big-
gest charm. Solitude is 
everywhere, even when 
the place is at its busi-
est. For all its luxe mag-
nificence, sublime mas-
sages and made-from-
scratch beauty packs 
and scrubs, its greatest 
luxury is in being able 
to impart intimacy without really trying. 
At the resort’s spa, the treatments are so 
well orchestrated that you immediately 
fall into bliss. But it’s the loving, tender 
way in which the staff attends to you and 
administers the treatments that create a 
lasting impression.

Everything comes down to the 
Balinese concept of Tri Hita Karana, a tri-
partite bliss, an atmosphere in which they 
only see the good and positive in life. To 
this end, my Balinese wedding treatment, 
the , was made more 
significant not only because everything 
was prepared by hand the traditional way 
– from the scrubs to the massage oil to 

the milk bath – but also through the spirit 
of selflessness in which my entire being 
seems to be worshipped and pampered.   

This ingrained spirit of warm hospi-
tality is seen everywhere. In this resort, 
the universe seems to centre around 
you. When you accept the freshly-bottled 
homemade  (herbal tonic) drinks 
brought by the girls balanced on their 
head, it’s not them who are doing you 
a favour of quenching your thirst. With 
their eyes sparkling from the simple pleas-
ure of pouring you the drink with your 

permission you’ll realise 
it’s you who’s permitting 
them the privilege to be 
of service. And when you 
change your lunch choice 
of chicken to fish, the res-
taurant attendant praises 
the switch because you 
honour him, his confi-
dence and the land when 
he tells you the seafood 
was brought in by his fish-

erman father just that morning.
The very air of seclusion that makes 

Tembok unique was precisely the pull 
that engages guests to absorb the spirit of 
Bali as it used to be 30 years ago. There 
are the quiet strolls to enjoy along the 
stunning, black volcanic sand beach or 
lazing in the bale, the perfect nook for 
dreaming. There is time to indulge in 
Balinese passions you’ve always wanted 
to do, like learning the graceful move-
ments of  (traditional martial 
arts) performed to perfection by local 
villagers; or following the mesmerising 
way in which a young attendant’s fingers 
seem to dance deftly as she weaves you a 

canang, the pretty flower offerings seen 
widespread on the island.

Unlike the rest of the commercialised 
island, tourism in this part of Bali is still 
non-existent. In the absence of kitschy 
stalls with even sillier souvenirs, you 
come face to face with locals living the 
life that existed before there were even 
tarred roads snaking around their homes. 
I took a short ride to the village next door 
to visit an old salt farm. Done the old 
fashioned way using the rake-and-skim 
method, there were only simple plastic-
lined salt beds across one stretch of the 
beach with saltwater left to evaporate 
under Bali’s sunny humidity. Sackfuls of 
beautiful white, coarse sea salt harvested 
just that morning were sitting at various 
parts of the farm and I couldn’t resist 
making a purchase.

Elsewhere, as you travel to the next big 
town, Singaraja, Bali’s former capital, you 
will see houses with its narrow front sec-
tions lined up with mats where they leave 
cloves to dry under the sun. The spice 
thrives in this area rich with volcanic soil, 
as do vanilla beans, cinnamon and cocoa. 
There are plentiful opportunities to stop 
and explore the various plantations while 
enjoying the hypnotic scenery of Bali’s 
northern mountainous region. A stop that 
simply took my breath away was when we 
visited the twin lakes of Tamblingan and 
Buyan. The cool climate, matched by the 
clouds of mist and shifting light proved 
to be the perfect potion to re-discover the 
‘me’ without the stress and city afflictions, 
pre-Bali. For those longing for the fairy-
tale tropical idyll that once described the 
island, there’s no better place than here to 
discover it all, in isolation and seclusion. 

This ingrained 
spirit of warm 
hospitality is 

seen everywhere. 
In this resort, the 
universe seems 

to centre around 
you.

THE BALI BEFORE, BUCOLIC AND REAL
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AN AESTHETIC WORK ENVIRONMENT BOOSTS PRODUCTIVITY. THROW 

AWAY THE MUNDANE AND INVEST IN THESE QUIRKY, FUNKY YET 

FULLY FUNCTIONAL OFFICE ACCESSORIES FOR A STREAMLINED AND 

EFFICIENT 2010. 

personalso cffi e

ECO CLIPS
If metal paper clips are a nec-

essary evil, then switch to the 

I’m a Paper Paper Clip. Made 

of paper, but not the destroy-

more-forests kind of paper, 

these clips are made from 

100% sustainable wood pulp, 

and they’re recyclable!

www.dcigift.com

MINI ME
Post a note, leave a message, or jot down-

reminders on these fun and funky Andy 

Warhol sticky notes. The Marilyn version 

is based on the iconic portrait of Marilyn 

Monroe, created in conjunction with The 

Andy Warhol Foundation for the Visual Arts, 

Inc.

www.galison.com

FLIP ART
Organise business cards 

easily and attractively with 

a decorative business card 

holder. The Modern Geometry 

Business Card Holder’s black 

and white pattern coordinates 

with just about everything. 

www.galison.com
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IN THE CAN
A set of two hexagonal pencil holders 

brightens and tidies any work area! The 

Midnight Bloom pencil cups look great 

on any desk and are packaged flat for 

easy safekeeping. 

www.galison.com

SQUARE DANCE
Covered in fabric-textured, 

laminated paper in a variety of 

designer colours, the over-sized 

Art Box can hold years’ worth 

of documents and papers. Or, 

use them for keeping maps, dia-

grammes and supplies in order.

www.seejanework.com

NAIL IT
Part of the Design Collection in the 

Museum of Modern Art in New York, 

the Folle 26 Stapler is made of  polished 

stainless steel or lacquered steel with 

durable hardened steel internal parts that 

will hold up through years of use.

www.seejanework.com

PUPPY LOVE
These Bulldogs are guaranteed not 

to bite the mailman. Packaged in a 

nostalgic, re-usable tin, these chrome-

coloured Bulldog Clips keep reports 

together and make any binder or 

notebook into a clipboard. Each tin 

includes 12 clips.

www.seejanework.com

PLAY TAG
Get organised in style. The Quartet® Professional Facets Cork Bulletin 

Board brings a new design element to your office space. Use it to 

display photos, small posters or your favourite artwork with style. 

Contemporary aluminum frame adds panache while clear organiser 

strip at the bottom holds sketches, design or charts. There are also 

hooks for keys and accessories.

www.bms.com.my

OFFICE PERSONALS
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LOCATION DATE PROGRAMME TITLES SPEAKER VENUE 
FEE 
(RM)

CPE 
Hours

REMARKS

Klang Valley 1 & 2 Dec Practical Audit Series (Advanced Level) Ramesh Ruben Istana Hotel Kuala Lumpur 900 16

1 & 2 Dec Cost Reduction and Profit Improvement Strategies Dr. Steven Liew Hilton Petaling Jaya 800 16 HRDF Claimable

3 & 4 Dec
Maximising Tax Benefits from Latest Tax Updates & Developments. Including 2009 
Budget Proposals and Mini-Budget 2009

Sivaram Nagappan Hilton Petaling Jaya 900 16 HRDF Claimable

7 & 8 Dec Practical Accounting Principles and Practices Kenneth Tham Hilton Petaling Jaya 900 16 HRDF Claimable

7 & 8 Dec Managing Risks of Forex In International Trade Agee Lee Istana Hotel Kuala Lumpur 900 16 HRDF Claimable

7 & 8 Dec Forensic Accounting and Investigation Suresh D. Gidwani Hilton Petaling Jaya 900 16 HRDF Claimable

7 & 8 Dec Financial Instruments - FRS 132, 139 & 7 J Selvarajah Concorde Hotel KL 850 16 HRDF Claimable

8 & 9 Dec Lateral Thinking Joy Lim Siew Wah Parkroyal Kuala Lumpur 1700 16 HRDF Claimable

8 & 9 Dec E-mail and Business Letter Writing Skills Dr. Ng Keat Siew Concorde Hotel KL 800 16 HRDF Claimable

8 & 9 Dec The Essentials of Budgeting Dr. Steven Liew Hilton Petaling Jaya 800 16 HRDF Claimable

8 & 9 Dec Implementing Quality Control - Incorporating ISQC 1 & Practice Review Findings Ooi Chee Kun Concorde Hotel KL 650 16

9 December Corporate Governance Guide - Towards Boardroom Excellence
Lee Min On & Tan 
Kim Chuan

Hilton Petaling Jaya 650 8 SIDC Accredited

9 & 10 Dec Budget & Variance Analysis Modelling for Accountants Kok Yee Lan PentaWise Sdn Bhd 1100 16 HRDF Claimable

9 & 10 Dec Preparation of Group Accounts - Covering FRS 127, FRS 128, FRS 131 & FRS 3) 
Woon Chin Chan & 
Tan Liong Tong

Concorde Hotel Kuala 
Lumpur

1000 16 HRDF Claimable

10 & 11 Dec Auditor’s Risk Assessment Procedures Janise Lee Hilton Petaling Jaya 650 16 HRDF Claimable

14 & 15 Dec Public Practice Programme various Hilton Petaling Jaya 850 16

14 & 15 Dec Fundamental of Budgeting and Cash Flow Forecasting Kenneth Tham Concorde Hotel KL 900 16 HRDF Claimable

14 & 15 Dec Financial Essentials for Non-Financial Professionals Yoga Thevan Concorde Hotel KL 800 16
HRDF & SMIDEC 
Claimable

14 & 15 Dec Business Writing: Write for Results Lum Woon Foong Hilton Petaling Jaya 800 16 HRDF Claimable

15 & 16 Dec Financial Statements Fraud Hari Ramulu Concorde Hotel KL 800 16 HRDF Claimable

15 & 16 
December

Technical Updates for Professional Accountants in Commerce & Industry and 
Practice

MIA’s Professional 
Standards & Practices 
Department 

Parkroyal Kuala Lumpur 1400 16 HRDF Claimable

15 & 16 Dec Maximising Business Performance Through Enterprise Management System Teo Kim Soon Concorde Hotel KL 800 16 HRDF Claimable

16 & 17 Dec Tax Planning for Employers and HR Managers Krishnan KSM Hilton Petaling Jaya 800 16 HRDF Claimable

17 December Effective Stock Take Techniques Teo Kim Soon Crystal Crown PJ 400 16 HRDF Claimable

21 & 22 Dec Effective Corporate Report Presentation for Accountants Bryan Ng Training Choice KL 1100 16 HRDF Claimable

21 & 22 Dec Deferred Taxation Tan Boon Wooi Concorde Hotel KL 850 16 HRDF Claimable

29 & 30 
December

Financial Instruments - Recognition, Measurement, Disclosure & Presentation
Woon Chin Chan & 
Tan Liong Tong

Hilton Petaling Jaya 1000 16 HRDF Claimable

22 December Corporate Governance Guide - Towards Boardroom Excellence
Lee Min On & Tan 
Kim Chuan

Istana Hotel Kuala Lumpur 650 8 SIDC Accredited

Northern 
Region 

1 & 2 
December 

Business Writing: Write for Results Lum Woon Foong Star City Alor Setar 800 16 HRDF Claimable

1 & 2 
December 

Implementing Quality Control - Incorporating ISQC 1 & Practice Review Findings
Johnny Yong Buong 
Peah

Star City Alor Setar 650 16 SMIDEC Claimable

7 & 8 
December 

Preparing for Convergence: Understanding International Financial Reporting 
Standards and International Auditing Standards

Danny Tan Traders Hotel Penang 850 16 SMIDEC Claimable

21 & 22 Dec Practical Auditing Tong Seuk Ying Traders Hotel Penang 750 16 SMIDEC Claimable

Southern 
Region

2 & 3 
December

Financial Essentials for Non-Financial Professionals Yoga Thevan Mutiara Hotel Johor Bahru 800 16
HRDF & SMIDEC 
Claimable

10 December Latest Developments on Transfer Pricing in Malaysia and Tax Cases & Public Rulings Chow Chee Yen 
Royale Bintang Hotel 
Seremban 

400 8 HRDF Claimable

10 & 11 Dec Optimising Corporate Tax Planning Strategies Sivaram Nagappan The Puteri Pacific JB 850 16 HRDF Claimable

2009 CALENDAR OF MIA PROFESSIONAL DEVELOPMENT CENTRE (MPDC) TRAINING PROGRAMMES
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2009 CALENDAR OF MIA PROFESSIONAL DEVELOPMENT CENTRE (MPDC) TRAINING PROGRAMMES

LOCATION DATE PROGRAMME TITLES SPEAKER VENUE 
FEE 
(RM)

CPE 
Hours

REMARKS

14 & 15 Dec Practical Auditing Tong Seuk Ying The Puteri Pacific JB 750 16 SMIDEC Claimable

16 & 17 Dec Effective Corporate Report Presentation for Accountants Bryan Ng I-World Technology JB 1100 16 HRDF Claimable

East Coast 
7 & 8 
December 

Implementing Quality Control - Incorporating ISQC 1 & Practice Review Findings
Johnny Yong Buong 
Peah

Vistana Hotel Kuantan 650 16 SMIDEC Claimable

9 & 10 
December 

Preparing for Convergence: Understanding International Financial Reporting 
Standards and International Auditing Standards

Danny Tan 
Terengganu Equestrian 
Resort Hotel

850 16 SMIDEC Claimable

East 
Malaysia 

2 & 3 
December 

Preparing for Convergence: Understanding International Financial Reporting 
Standards and International Auditing Standards

Danny Tan 
The Pacific Sutera Kota 
Kinabalu 

850 16 SMIDEC Claimable

4 & 5 
December 

Preparing for Convergence: Understanding International Financial Reporting 
Standards and International Auditing Standards

Danny Tan Sabah Hotel Sandakan 850 16 SMIDEC Claimable

7 & 8 
December 

Tax Planning for Employers and HR Managers Krishnan KSM
Four Points by Sheraton 
Kuching 

800 16 HRDF Claimable

14 & 15 
December

Preparing for Convergence: Understanding International Financial Reporting 
Standards and International Auditing Standards

Danny Tan 
Parkcity Everly Hotel 
Bintulu

850 16 SMIDEC Claimable

16 & 17 
December

Preparing for Convergence: Understanding International Financial Reporting 
Standards and International Auditing Standards

Danny Tan RH Hotel Sibu 850 16 SMIDEC Claimable

LOCATION DATE PROGRAMME TITLES SPEAKER VENUE 
FEE 
(RM)

CPE 
Hours

REMARKS

Klang Valley
3 & 4 
December 

Microsoft Word 2003 (Fundamental & Intermediate) tba PentaWise Sdn Bhd 250 16

1 December Microsoft PowerPoint 2003 (Fundamental & Intermediate) tba PentaWise Sdn Bhd 150 8

2 December Microsoft PowerPoint 2003 (Advanced) tba PentaWise Sdn Bhd 170 8

28 & 29 
December

Microsoft Access 2003 (Advanced) tba PentaWise Sdn Bhd 410 16

7 & 8 
December

Microsoft Excel 2003 (Fundamental & Intermediate) tba PentaWise Sdn Bhd 250 16

21 & 22 
December

Microsoft Excel 2003 (Advanced) tba PentaWise Sdn Bhd 300 16

10 December Analysing Financial Data with MS Excel Chan Phooi Lai PentaWise Sdn Bhd 500 8

16 & 17 
December

Tasks Automation using MS Excel Macro/VBA Chan Phooi Lai PentaWise Sdn Bhd 800 16

14 & 15 
December

Microsoft Excel Functions and Formulas Chan Phooi Lai PentaWise Sdn Bhd 800 16

9 December Financial Data Management with PivotTables Chan Phooi Lai PentaWise Sdn Bhd 400 8

FOR FURTHER INFORMATION PLEASE MAIL, FAX OR E-MAIL TO:

MIA Professional Development Centre (MPDC)
Malaysian Institute of Accountants
Dewan Akauntan, 2 Jalan Tun Sambanthan 3, Brickfields, 50470 Kuala Lumpur
Tel: +603-2279 9200 Fax: +603-2273 5167
e-mail: mpdc@mia.org.my  Homepage: www.mia.org.my
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