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AT

letters to the editor

A key element in the world of publishing is what readers have to say.  We want to hear from you on just about anything that appears in each issue of
Accountants Today. Why not drop us a line now?

contribution of articles

Accountants Today welcomes original and previously unpublished contributions which are of interest to accountants, business leaders, executives and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

E D I T O R ’ S  N O T E

Let humanity triumph
this year

Mother nature unleashed her fury causing unprecedented human loss and grief. Over 150,000 people are
dead and it was reported that one in every three dead is said to be a child. The livelihood of millions has
been destroyed. According to a newspaper report, five million people are homeless and in desperate need
of aid. And, the death toll is expected to rise.

Irrespective of whether we are part of the equation to this catastrophe, we feel their loss. The world
weeps but amid this tragedy, humanity has triumphed. Malaysians have shown great generosity donating
money, clothes and other needs. Every Malaysian in every walk of life is saying a prayer for the victims.

Private companies and institutions are pitching to provide much needed help. MIA is also playing its
part in assisting the tsunami victims. For the record, the Institute is currently in contact with the Malaysian
Red Crescent Society to identify some humanitarian project to be undertaken. In the meantime, some of
our Council members and members have initiated some projects to help those in desperate need of aid. It
is certainly most honourable to note that members of MIA are doing their best to lessen the suffering of
the tsunami victims.

The disaster highlights one point: help is being given without regard to race, creed or colour. The
conflicts, whatever they may be, have
taken a back seat for the moment. Lives
need to be saved. Imagine if this toler-
ance that we seem to have found in this
time of trial were to endure and prevail
forever. Peace in the world would be-
come a reality.

Moving on, we would like to bring
your attention to this month’s cover article on the economic outlook for 2005. In “Facing up to the chal-
lenges in 2005” the writer takes you through some of the challenges that Asian countries may need to
weather this year. “Economic Outlook: The Case for Malaysia” gives the reader insights as to what to
expect from the Malaysian economy in the coming months and what are some of the challenges that the
country may face economically. Meanwhile, “The Big Picture”, attempts to convince readers that the
Malaysian economy is expected to perform decently on a regional scale.

Also, we would like to inform readers and contributors that in a bid to ensure improved communica-
tions between Accountants Today and its readers, we have set up a new e-mail address for any correspon-
dence with the magazine. Do send in your letters, queries and articles to accountantstoday@mia.org.my.

And finally, let us welcome 2005 in a benevolent way. Let us donate to the victims. Let us make a differ-
ence. And to those celebrating Chinese New Year … Gong Xi Fa Cai!

Editor
Accountants Today

“The world weeps but amid this tragedy, humanity has triumphed.

Malaysians have shown great generosity donating money, clothes

and other needs. Every Malaysian in every walk of life is saying a

prayer for the victims.”
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L E T T E R S  &  C O M M E N T S

What the Accountants Say …

Dabbling in
data
Dear Editor,
The articles on “Data
Warehousing” which
were excerpted from a
Technical Briefing on
“Data Warehousing”
published by CIMA
(The Chartered Insti-
tute of Management Ac-
countants) and which
appeared in two parts in
the September and Oc-
tober 2004 issues of
ACCOUNTANTS TO-
DAY  were an interest-
ing read.

A data warehouse can
be defined as a pool of
data organised in such

a format that would enable the users to interpret
the data and convert it into information thereby, al-
lowing users to gain knowledge from this interpre-
tation.

Successful businesses rely on effective decision-
making. Correct decisions are dependent, at least
partly, on accurate, timely and relevant information
generated by both internal as well as external data.
Hence, a properly maintained data warehouse can
help to provide valuable information to aid the deci-
sion-making process.

Eight steps in constructing and maintaining a data
warehouse (the initial concept, feasibility study, de-
signing the warehouse architecture, developing the
warehouse, assembling and testing the warehouse,
implementing the warehouse, maintaining and en-
hancing the warehouse and obsolescence) were ex-
plained in the article.

Paul Vijiendran Thambyrajah

EDITOR — We are pleased you found the article on
Data Warehousing informative. We will constantly
strive to publish more such articles in ACCOUN-
TANTS TODAY. AT

Where then professional
independence?
Dear Editor,
In UK the APB has come out with new guidelines to
enhance independence among auditors. I however
wish to invoke the argument on whether there re-
ally exists a big issue or if this is merely an exercise
in futility.

Having previously worked in the audit division as
well as a ‘business advisory’ group in a Big 5 firm
(is it Big 4 now?), I must say that all the hullabaloo
associated with the new APB guidelines on the pro-
vision of non-audit services is needless.

If it were up to me, I would propose a total ban,
no pussyfooting around as eventually ‘what goes
around comes around’. This means that if Firm A
cannot provide non-audit services to Client Y and
Firm B cannot do the same for Client Z, it would
merely be swapped. Where else are the clients to
go? To the doctors, the pharmacists or the law-
yers?

Of course I am not a partner in any firm and there-
fore I do not have to worry about the loss of my
share of the profits. In any case it should not make
any difference to the equation. If accountants are
bold enough to admit that changes are not
necessarily bad and will enhance the public profile
of the profession, then why not?

Clients on the other hand have no right to com-
plain about the higher professional fees. After all,
these fees form only a tiny percentage of their oper-
ating costs. Especially since other excesses often
go unnoticed yet are declared as professional fees
and appear as a line of reporting in their company’s
annual reports.

However those who have experienced situations
like this know better. Professional independence will
be compromised when non-audit services are pro-
vided to audit clients because the partners and team
in charge of the audit and non-audit will be at each
other’s throats to prove who is better than the other.
This sort of fault-finding is sufficient enough to safe-
guard whatever concern anyone has.

On the other hand, everything is about percep-
tion and therefore the world outside is none the
wiser.

Radha K Vengadasalam

EDITOR — These are keen observations that accoun-
tants and their clients alike should take note of.
Thank you for sharing it with us. AT
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Assoc. Prof.
Dr. Noorhayati
Mansor

Associate Professor Dr. Noorhayati
Mansor is an associate member of MIA and
has been on the Council since 2001.

At MIA she serves on various commit-
tees. She is a member of the Disciplinary
Appeal Board, the Internal Audit Commit-
tee and the Accreditation Committee. She
is also a trustee of MAREF.

She is also a member of the Institute of
Certified Management Accountants and
has been honoured as a life member of
Beta Gamma Sigma (US) since 1988. She
also serves as a member of a working
group for the Malaysian Accounting Stan-
dards Board (MASB).

She was involved in the committee for
the revision of the Accountants Act 1967
and the accreditation of several universi-
ties in Jordan, commissioned by the Pub-
lic Services Department.

Currently, she sits on the advisory boards
of a number of companies and is actively in-
volved in numerous workshops and training
programmes. She enjoys giving lectures on
financial management, investment strategies
and strategic management to non-profit
organisations and government departments
as her way of reaching the general public.

On the administrative platform, she has
served in a number of high-ranking positions
at Universiti Utara Malaysia (UUM) including
the Dean, School of Accountancy and the
Deputy Dean of its Graduate School. She con-
tributed significantly to the expansion of the
UUM accountancy programme, the setting
up of its transit campus in Kuantan and the
establishment of UUM professional centres
for the MBA programme in Alor Setar, Kulim,
Kuala Lumpur, Melaka, Kuching and Kota
Kinabalu.

Associate Professor Dr. Noorhayati
strongly believes that the accountancy profes-
sion will thrive and progress further through
close networking between academics and
practitioners. Both sides benefit from the per-
spectives, expertise and experiences of each
other. She has been attached to UUM since
her graduation and is currently on
secondment to Universiti Malaysia Sabah.

Professor Dr.
Takiah Mohd.
Iskandar

Professor Dr. Takiah Mohd. Iskandar has
been a member of the Institute since 2003
(prior to that she was an associate mem-
ber of the Institute). She was elected to the
Council in 2001. Having been in the ac-
counting industry for more than three de-
cades, Professor Dr. Takiah spent a signifi-
cant por tion of those years being an
academic in the accounting profession.

At the Institute, she sits on various com-
mittees as a member. These include the
Disciplinary Appeal Board, as well as the
Accounting and Auditing Committee, the
Professional Accountants in Business
Committee and the Insolvency Practice
Committee.

She is also a representative of the Institute
at the Financial Reporting Foundation,
Malaysian Accounting Standards Board.
Professor Dr. Takiah is also a member of CPA
Australia and has been a member since 2002.

She is presently the Dean of the Business
Administration Faculty at Universiti
Kebangsaan Malaysia (UKM). She com-
pleted her Bachelor of Economics degree
(majoring in Accounting) at Universiti
Malaya in 1972. She went on to attain a
Master in Accountancy at the Bowling Green
State University in the US in 1974 and
subsequently completed her PhD at Griffith
University in Australia.

Professor Dr. Takiah has had extensive
work experience in the academic world,
been a part of management and has even
worked in the public practice sector. She
started off her career as an accounting tutor
in UKM in 1972, became a lecturer in 1974
and remained at the university until 1979 after
which she joined audit firm Coopers &
Lybrand as an auditor. In 1982, she returned
to UKM as an Associate Professor and subse-
quently, in 1999 when she attained full
professorship, became Dean of the Business
Administration faculty in UKM.

Y.C. Lee

Y.C. Lee is a new face in the MIA Council.

However he has been a member of the In-

stitute since 1998. Having kick-started his

career in accounting in 1979, Lee brings

with him a vast amount of knowledge and

experience due to a career spanning over

two decades in the industry.

At the Institute, he chairs the Continu-

ing Professional Education committee and

sits on other committees such as Execu-

tive Committee, Audit Committee of Coun-

cil and the Globalisation and Liberalisation

Committee.

Lee is also the President of the Chartered

Institute of Management Accountants,

Malaysia Division (CIMA) and is the Imme-

diate Past President of the Malaysian

Organisation of Pharmaceutical Industries

(MOPI).

Lee, 49, is the Managing Director of

UPHA Group of Pharmaceutical Compa-

nies, CCM Pharma Sdn Bhd and Innovax

Sdn Bhd. Recruited by ICI Paints UK in

1979, Lee joined ICI Paints (M) Sdn Bhd

in 1982 and held various senior positions

within the Group.

He holds a Bachelor of Science

(Honours) degree in Electrical & Elec-

tronic Engineering from the University of

Manchester Institute of Science & Tech-

nology, UK and a Master of Business Ad-

ministration degree from Cranfield Insti-

tute of Technology, UK. He has completed

the Advanced Course in Production Meth-

ods and Management at the University of

Cambridge and has also attended the ICI

International Managers Course, UK. He is

currently pursuing a Doctorate in Business

Administration (DBA) with the University

of South Australia (UniSA).

K N O W  Y O U R  C O U N C I L  M E M B E R S
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United States and China:
A two-engine world

Driven by the American consumer on
the demand side and the Chinese pro-
ducer on the supply side, we are indeed
living in an unbalanced economy. Most
economists are expect-
ing economic growth in
the US to slow down in
2005 and they expect
the same to happen to
China. However, opinions dif fer as to
whether China will go through a hard
landing in its economy or rather a con-
trolled soft landing, though the probabil-
ity of the former happening outweighs the
latter. Either way, when “China sneezes,
Asia catches a cold”. Although the propor-
tion of Asia’s expor ts to the US and
Europe has declined by 4.3 percentage
points in the last five years, the US mar-
ket still represents a significant export
market for the Asian countries. Speaking
at a one-day Regional Economic Forum
on Regional Macroeconomic Prospects in
2005, P. K. Basu, managing director of Ro-
bust Economic Analysis Pte. Ltd., expects
export growth in 2005 for the Asian coun-
tries to slow down. He further elaborated
that the US Institute for Supply Manage-
ment (ISM) index for new orders sug-
gests that Asian exports to the US will de-
celerate sharply in the first half of 2005.
In the wake of rising oil prices, the US

economy looks to be very vulnerable.
American consumers, burdened by
record debt levels, have been quick to re-
spond to the rising oil prices by reducing
their consumption expenditures. This can
be witnessed by the dismal increase in the

personal consumption
expenditures of the US
consumers.

Notwithstanding the
decrease in the exports

to the US by the Asian countries, for much
of Asia, economic growth was and remains
to be export-driven. China’s long growth
spurt has elevated it into a competitor for
many of the same goods produced by other
Asian countries. Thailand, Malaysia, South
Korea and Japan have all felt the impact of
the rising dragon, where the competitive
exports are mainly driven by lower labour

costs. While there is a degree of comple-
mentary exports, the magnitude of such
exports is barely sufficient to spur the eco-
nomic growth of these expor t-driven
economies to previous levels. As China
climbs the industrial ladder, its competitive

Facing up to the Challenges in 2005

Is it true to claim that Asia will be the envy of
the world due to its healthy economic numbers
in 2005? A recent article in the Asian Times
reported that Asia Pacific is due to record a 6.2
per cent growth rate against the average 3.4
per cent predicted for the world economy. The
same article reported that the region’s economic
engine would be powered in the New Year by
China with an estimated growth rate of 8.8 per
cent, Vietnam 7.3 per cent, India 6.8 per cent,
Thailand 6.0 per cent and Kazakhstan with
an impressive rate of 8.5 per cent. In the same

vein, the US economy is predicted to hit 3.5 per
cent growth while the European economy is set
to display a lackluster growth rate of 2.5 per
cent. Well, looking at the figures above at a
glance, one will not hesitate to claim that Asia
will indeed be the envy of the world. Although
there is a strong possibility that Asia will con-
tinue to post strong economic growth in 2005
as it did in 2004, there are some clouds on the
horizon. The following sections attempt to
analyse the challenges that the Asian economies
might need to weather.

nature remains to be a threat to the rest of
the Asian countries in 2005. Realising that
they cannot possibly compete head-on with
China when it comes to low cost produc-
tion, many Asian countries, especially
North Asia, chose to become suppliers of
raw materials to China. The heavy depen-
dence of North Asia on China for its ex-
ports is definitely a source of concern, es-
pecially if the Chinese economy is ex-
pected to slow down. According to the
United Nations (UN) Comtrade data, in the
first eight months of 2003, two-way trade
between Korea and China (including Hong
Kong) was US$44.8 billion or 19.1 per cent
of Korea’s total trade, while two-way trade
with the US was US$37.5 billion or 16 per
cent.

As Stephen Roach, chief economist at
Morgan Stanley Dean Witter said recently,

with the downside risks mounting in the
world’s two main growth engines in the
face of sharply rising energy prices, the
case for global recession in 2005 must now
be given serious consideration. Oil prices,
which extended gains above US$50 per

“… when China sneezes,

Asia catches a cold”

“… with the downside risks mounting in the world’s two main growth

engines in the face of sharply rising energy prices, the case for global

recession in 2005 must now be given serious consideration.”
Stephen Roach, chief economist at Morgan Stanley Dean Witter
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barrel recently, are expected to fluctuate
in 2005 because of the never ending war in
Iraq, erratic supplies and rising demand for
energy in growing economies such as In-
dia and China. Adding to the concern is
the fact that domestic oil subsidies are be-

coming unsustainable in countries such as
Indonesia and Malaysia. According to the
Economic and Social Commission for Asia
(ESCAP), a Bangkok-based UN agency,
domestic oil subsidies for Indonesia for
2004 was something to the tune of a quar-
ter of total government revenues.

The need for currency realignment
The US dollar has been falling for almost

three years now (it peaked in January
2002). The dollar’s continued decline is
mainly due to the huge current account
deficit, which was close to US$550 billion
(five per cent of GDP) in 2004. In this re-
gard, the US is finding it hard to attract suf-
ficient capital inflows to finance it. Private
investors are put off by the relatively low
interest rates and bond yields and by
forecast, that the dollar will fall further in
2005 unless something is done. Instead,
the deficit is being financed by the central
banks in Asia, particularly by Japan and
China. The central banks of these countries
are selling their own currencies and buying
US assets in order to prevent their
currencies from rising against the dollar.
This is chiefly done to support their export

industries at the expense of higher import
prices. At present, they are happy to do so
because supporting their export industries
is their major policy aim, especially when
imported inflation has yet to rear its ugly
face in most of the Asian economies. How-

ever, when inflation is a major concern and
there is a shift in policy aim, a halt to this
investment in US debt cannot be ruled out.
This can devastate the American economy
with its spillovers felt by the rest of the
world. However, the halt seems to be un-
likely in the very near future, since Asian

countries are indeed caught in a dilemma.
Withdrawal from dollar investments will
only cause the US dollar to take a free fall
vis-à-vis devaluing their investments dras-
tically rather than slowly. A mere rumour
that China might reduce its dollar hold-
ings can now give the global financial
market a bad few hours. This shows how
the world economy is more integrated
than ever before. To date, the descent of
the US dollar is generally on a gradual
downward trajectory. However, the pos-
sibility of a sudden rather than a gradual

Facing up to the Challenges in 2005

fall can hardly be ruled out. According to
Morgan Stanley Dean Witter’s recent for-
eign exchange forecast, a sharp deprecia-
tion of the dollar over the next six months
may be necessary. They are now forecast-
ing a 1.37 Euro and a 95 yen by mid-2005.
Given this forecast, it is still possible for
the dollar’s depreciation to be aborted
with a drastic intervention of both the
Japanese and European monetary authori-
ties in the foreign exchange market.
Should this take place, the much needed
current account adjustment will come to

a standstill, thereby perpetuating the US’s
present large trade deficit, which on the
other hand has the potential of further
fuelling the protectionism sentiment in
the Congress.

To an extent, the present ‘currency mis-
alignment’ has sparked other adjustments

such as higher US interest rates. Despite
these adjustments, what is really needed
is a realignment of savings and consump-
tion disparities for balanced and sustain-
able growth. This would mean that the US
consumers would have to learn to live
within their means and reciprocally the
Asian economies would have to learn not
to be too dependent on the export driven
economic growth by boosting domestic
consumption.

Will this happen? Only time can answer
this question as we usher this New Year.

“Adding to the concern is the fact that domestic oil subsidies are

becoming unsustainable in countries such as Indonesia and Malay-

sia… domestic oil subsidies for Indonesia for 2004 was something

to the tune of a quarter of total government revenues.”

“… a sharp depreciation of the dollar over the next six months may be

necessary … Given this forecast, it is still possible for the dollar’s depre-

ciation to be aborted with a drastic intervention of both the Japanese and

European monetary authorities in the foreign exchange market.”

AT
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C O V E R

Economic Outlook
THE CASE FOR MALAYSIA

The deadly tsunami
Though Malaysia escaped the brunt of

the tsunami’s effects, the country — espe-
cially its northern areas — faces some test-
ing times ahead. The national economy may
only be marginally affected, but there could
be some visible short-term impact on
tourism flows in Penang, whose tourism and
tourism-related industries have come under
close scrutiny of many economic analysts.
However, some industry observers believe
that hoteliers and travel merchants are
indeed overstating the situation, predicting
rack and ruin. “It would be localised. I don’t
think it’s going to scare tourists away. Even
Bali came back after a couple of years and
that wasn’t a once-in-a-centur y natural
event,” said Davis Cohen, Action
Economics’ Asian economic forecasting
director. Echoing the same sentiment is the
Malaysian Association of Tour and Travel
Agents (Matta), which expects Malaysia’s
travel and tour industry to remain strong
despite the horrendous disaster in the
region. To further support this fact was a
statement by an analyst who predicts that
Malaysia may even see an increase in the
tourist arrival because travellers originally
destined for places like Phuket may come
over to places like Malaysia and Bali.

Corporate balance sheets are strengthening, private sector investment

is on an uptick and domestic consumption is on a growth trajectory.

Fundamentally, the Malaysian economic prospects for the year 2005

appear to be good. The question is, can these domestic economic fun-

damentals withstand the external economic shocks such as a slowdown

in the US economy, the weak US dollar and the impending slowdown

of the Chinese economy? The world welcomed 2005 with a sombre

mood, with the word “tsunami” hitting the headlines of almost all major

tabloids around the world. The Asian tsunami was undeniably an

immense human tragedy. The question now is, what will be the impact

on the economies of these affected countries?

With the world economy becoming more integrated than ever before,

external shocks are now easily dif fused and transferred from one

economy to another. Even advanced national economies are increas-

ingly becoming vulnerable to international disruptions. Bearing this

in mind, the Malaysian economy is by no means sheltered from the

exogenous economic shocks. Having said that, the following section

attempts to highlight some of the challenges facing Malaysia in 2005.
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AirAsia’s chief executive, Tony Fernandes
does not expect the disaster to affect its
sales in 2005. Likewise, Malaysia Airline
System (MAS) managing director Datuk
Ahmad Fuaad Dahlan was quoted as saying
that the national carrier was not reducing
its flight frequencies to the af fected
destinations. He further said that MAS was
maintaining all flight frequencies, even to
Phuket and Sri Lanka. Unlike countries
such as the Maldives and Sri Lanka,
Malaysia’s well-diversified economy doesn’t
depend as heavily on travel and tourism,
which accounts for just seven per cent of
Malaysia’s economy. Thus, officials don’t
see any significant impact on tourism as a
result of the tsunami. Having said this, can
we then possibly claim that the tsunami
tragedy has literally left no scars on the
Malaysian economy?

Well, it may not be the case after all. About
1,000 fishermen in the northern states have
been affected, and the fishing industry may
take a jolt. Prices of seafood could go up, vis-
à-vis adding the upward pressure on the
inflation rate. Of more serious concern is the
pollution to the sea caused by the flooding
of streets and buildings and the damage that
the tsunami has caused to the fish breeding
grounds, which are often found in coral reefs.
Adding to the dilemma is the possibility of
some bank loans, either commercial or

personal, turning sour. Some borrowers will
actually be in dire straits while some may
take this opportunity by using this disaster
to hope for easier terms. These non-
performing loans can compound the local
banks’ bad-loan portfolios. It would not be a
far-fetched statement to even claim that car
sales in the northern states will drop because
the affected victims may have to spend
money on rebuilding their homes or
businesses, not buying vehicles. Authorities,
especially from the Health Ministry need to
be vigilant because there’s always the
possibility of an outbreak of disease such as
cholera, in the aftermath of the tragedy. If
this happens, the government’s provision for
health and medical services needs to be
revisited. While the government is battling
to keep a lid on the number of illegal
immigrant workers, the tsunami may cause
even a larger number finding their way to
Malaysian shores. The fact that Malaysia is
just a bridge away from the worst hit area of
the Aceh province makes Malaysia the
nearest centre of prosperity. The question is
should the Malaysian government treat any
migration coming out of this tsunami disaster
any different from other economic migra-
tion? Even before any visible migration of
Acehnese to the country, calls have been
made by the Malaysian-Acehnese
Association to treat the Acehnese problem

separately from the illegal immigrant
problem.

Malaysia’s economy may seem to have
shrugged off the deadly Asian tsunami,
despite the tourism and the fishing industry
taking a slight hit. However, one has to look
beyond the tourism and the fishing industry.
Indeed the points highlighted above need to
be managed carefully so that the tsunami
which started as a geographical catastrophe
will not transform into an economic disaster.

Nexus between currency
intervention and capital inflows

With the possible revaluation of the Chi-
nese renminbi (RMB), many of the foreign
exchange markets and speculators have
taken it for granted that Malaysia will have
to repeg or even do away with the currency
pegging even when Bank Negara and the
Ministry of Finance have repeatedly said
that there is no necessity to review the cur-
rency peg currently as the ringgit is not sig-
nificantly misaligned. This speculation has
been the catalyst for the massive flows of
‘hot money’ into the country recently, re-
sulting in the Kuala Lumpur Composite In-
dex (KLCI) breaching the 920 mark. Well,
it should be very clear to the Asian countries
now, after enduring the 1997 Asian finan-
cial crisis, that the massive inflow of hot
money can lead to over-investment, undis-

“Unlike countries such as the

Maldives and Sri Lanka,

Malaysia’s well-diversified

economy doesn’t depend as

heavily on travel and tourism,

which accounts for just seven

per cent of Malaysia’s economy.

Thus, officials don’t see any

significant impact on tourism as

a result of the tsunami.”

Economic Outlook: The Case for Malaysia
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Economic Outlook: The Case for Malaysia

AT

Saravanan Ramasamy is a member of MIA and
has recently graduated with a Masters in Eco-
nomics from the National University of
Singapore. The views above are his own. He can
be contacted at sr_vanan@yahoo.co.uk

ciplined lending and ultimately the collapse
of the whole economy. This phenomenon
will possibly continue in 2005 whereby the
foreign exchange markets and investors will
continue to speculate that the authorities
will have no other choice but to repeg or
abandon the currency peg. However, once
the speculators realise that there is not
much money to be made in this punt, hot
money will easily leave Malaysian shores.

The need for reverse investment
It is definitely worth noting that Malaysia

has been ranked as the third-most attractive
destination for offshore locations in the
world, just behind India and China, accord-
ing to A.T. Kearney’s 2004 Offshore Loca-
tion Attractiveness Index. Malaysia thus re-
mains, in appearance at least, a very strong

alternative to China and India. As a result of
stiff competition, Malaysia will continue to
formulate very focused and specific invest-
ment policies based on comparative advan-
tage to attract Foreign Direct Investment
(FDI). Though foreign capital has helped
Malaysia to achieve economic growth, the
importance of foreign capital as a source of
economic growth may have been overstated.
History tells us that foreign capital, particu-
larly short-term capital, is very sensitive and
volatile and this can lead to economic insta-
bility unless supported by deep and well-de-
veloped financial markets, which Malaysia
does not possess currently. Though Bank
Negara has laid out a clearly spelt Financial
Sector Masterplan, which aims to liberalise
and develop the financial market in stages, a
robust financial market is only in the making.
Volatile capital movements have been cited
as a contributing factor to macroeconomic
instability and the precariousness in the real
exchange rates, with adverse effects on
exports. Thus, making the best use of the
inflow of funds as an engine for economic
growth while checking the possible side
effects, has to be treated as an important
policy issue for Malaysia. In this regard, re-

verse or outward investment can help
Malaysia maintain the current pace of devel-
opment. New markets, new sources of
material along with the acquisition of new
technology outside the Malaysian shores
need to be identified. All of these could help
to improve the competitiveness of the Ma-
laysian products while keeping the negative
effects of FDI at bay. The good news is that a
few Malaysian companies are indeed begin-
ning to establish their presence overseas. For
instance, YTL Power’s purchase of Wessex
Water Ltd for a total of RM7.7 billion was
widely reported, even in Britain. Following
the same path is Telekom Malaysia Berhad,
which recently made two acquisitions of
large stakes in mobile operations in India and
Indonesia. Will the quest for regional expan-
sion gain momentum in 2005?

Inflation, interest rates and the
misalignment of monetary variables

One can never isolate the relationship
between inflation and interest rates. Policy
makers, especially from countries that give
more importance to price stability, have the
tendency to use the domestic interest rate
as a tool to control inflation. According to
the data released by the Department of
Statistics recently, the consumer price in-
dex (CPI), a yardstick used to measure
inflation rate, rose by 1.3 per cent from
January to November 2004 to 105.7 com-
pared to 104.3 in the same period in 2003.
Three main groups — food; gross rent, fuel
and power; and transport and communica-
tion — together accounted for 77.2 per cent
of the overall increase. A recent report
from CIMB states that inflationary pres-
sures are set to persist in 2005, largely
reflecting the lagged impact of strong oil
and commodity prices, higher toll rates,
petrol prices and transportation fares.
However, the higher than expected CPI
numbers are not just the reflection of
higher domestic fuel or food prices but also
due to the higher import prices. With the
further weakening of the US dollar and the

artificially low ringgit, the pass-through
effects of “misalignment of monetary vari-
ables” will be significant in 2005. The same
report from CIMB has projected that in-
flation will rise by 2.3 per cent in 2005 from
1.3 per cent as of November 2004. Though
the projected inflation rate is still consid-
ered to be low, a sudden sharp fall in the
US dollar will warrant the rate to be revised
upwards significantly. If this happens, Ma-
laysia will be forced either to raise the in-
terest rates or repeg the ringgit.

The banking sector consolidation
In the aftermath of the Asian financial

crisis, affected countries like Thailand, In-
donesia, South Korea, the Philippines and
Malaysia have attempted to restructure
their financial systems by undertaking vari-
ous initiatives, including easing the regu-
latory impediments for foreign bank entry.
As for Malaysia, the regulators have put
into effect a Financial Masterplan that will,
among other things, allow domestic
liberalisation to take place in stages and to
prepare the sector for possible future
liberalisation in the context of the World
Trade Organisation (WTO). In this regard,
the much-awaited next round of bank
mergers have got to be executed quickly
and effectively to further consolidate the
banking sector. In the local context, the
presence of ten local anchor banks is
definitely too many a number. Moving
forward, the regulators have to ensure that
the ten anchor banks are merged and
further consolidated in order for the local
players to withstand the competition posed
by foreign players. In the quest to ensure
an effective merger amongst local banks,
the regulators have got to stand firm and
withstand any lobbying power and political
pressure that may come by.

The year ahead definitely looks challeng-
ing for Malaysia. Despite the relatively strong
economic fundamentals, the signs for the
year ahead do not look very encouraging.
The global economic shocks are indeed a
source of concern and will definitely test the
resilience of the Malaysian economy.

“It is definitely worth noting that Malaysia has been ranked as the

third-most attractive destination for offshore locations in the world,

just behind India and China”

A.T. Kearney’s 2004 Offshore Location Attractiveness Index
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In other words, the forecast is it will
not likely go down too much from
2004, and one can expect it to be
between 7 to 7.6 per cent.

The majority reckon that for 2005, GDP
will be between 5.3 to 6 per cent. Six per
cent is the official economic growth pro-
jection. However a few local and foreign
economists believe that Malaysia can post
higher growth of between 6.4 to 6.7 per
cent. Whether the majority or the minor-
ity view will eventually prevail, the still re-
silient economy is backed by well-estab-
lished growth, strong fundamentals, low
interest rates and prudent fiscal policy.

Notes an analyst: “ Economic fundamen-
tals such as inflation, unemployment, cur-

C O V E R

The Big Picture
by Hafiz Faruqi

Although economists concur that growth in 2005 is set to moderate,

on a regional scale Malaysia is expected to perform rather decently.

“Economic fundamentals such

as inflation, unemployment,

current account surplus, and

international reserves are at their

best compared with their

positions after the Asian

financial crisis in 1997/98”.

rent account surplus, and international re-
serves are at their best compared with their
positions after the Asian financial crisis in
1997/98”. He adds that simultaneously,
growth will continue to be supported by the

country’s strong banking system, measured
by the high risk-weighted capital adequacy
ratio and low non-performing loan ratio.

For the record, since Independence in
1957, Malaysia has been enjoying an aver-
age annual growth rate of between five to
six per cent. The biggest shock was dur-
ing the Asian financial crisis.

As a country which practices an open
economy, Malaysia’s expected slower
growth is in tandem with the global and
regional slowdown. The global economy it-
self is expected to slow down from 4.7 per
cent in 2004 to around 3.7 per cent in 2005.

Several factors influence the outlook for
2005. In fact, developments such as higher
crude oil prices, a tightening bias in mon-
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etary and fiscal policy, China’s economic
slowdown and the downturn in the global
electronics industry have already impacted
the global and domestic economies in the
second half of 2004.

Despite falling 18 per cent from its peak
in October 2004, the price of crude oil has
risen by almost 40 per cent over the past
one year, fuelling inflation in late 2004.
Malaysia’s inflation rate hit a five-year high
of 2.2 per cent in November, as prices of
petroleum products increased due to cuts
in fuel subsidies and the hikes in excise
duties on tobacco products and alcoholic
beverages in Budget 2005.

Inflation will depend on the extent of cur-
rency depreciation and strength of domes-
tic demand in response to supply. While In-
flation rates are creeping, analysts say the
interest rates are likely to stay at current lev-
els until the first half of 2005. Malaysia’s track
record in managing inflation, also provides
some comfort that inflation will be kept be-
low the long-term trend of three per cent.

While the rise in interest rates is to
counter the threat of higher inflation, coun-
tries with budget deficits, including Malay-
sia, are starting to seriously address their
budget shortfalls. The US has slapped five
consecutive interest rate hikes in 2004 to-
talling 125 bps, with another 125-150 bps
expected in 2005, plus the expected cut in
its negative fiscal balance, which hit a
record US$413 billion this year. Says an
analyst, “Generally economists expect the
US economy to grow between less than
four to 4.3 per cent next year.”

Another factor is the downturn in semi-
conductor sales, which had gone down to
+13.4 per cent yoy in October 2004, from a
peak of +41.7 per cent in April the same
year. Indeed the Semiconductor Industry
Association projected flat global semicon-
ductor sales in 2005.

There is also the issue of whether the
overheated China is going for a soft or hard
landing. An analyst says it will be the case
of soft landing if it can bring down growth
from nine per cent in 2003 and 9.5 per cent
in the first nine months of 2004, to eight
per cent. But if its growth slows down to
between four to six per cent, it will go
through a hard landing. However, ASEAN
economies including Malaysia will be less
af fected by any slowdown in China’s

The Big Picture

economy since the percentage of exports
from this region to China is far less than
say, from North Asia.

On the regional front, Asia’s Newly
Industrialised Economies are expected to
post an average growth of 3.8 per cent. But
Hong Kong, due to its proximity and close
link to China, is expected to decelerate
faster, from 7.4 to 4.5 per cent, while
Singapore is seen to decrease from 8.3 to
4.4 per cent. Malaysia, Thailand, Philip-
pines and Vietnam are expected to post an
average growth of 5.1 per cent in 2005,

compared with six per cent for the Asia-
Pacific region.

While Malaysia remained one of the top
three highest growth economies in the re-
gion in 2004, it must be noted that based on
their latest trade numbers, other regional
economies that performed well in the same
period, especially Singapore and Thailand
are beginning to show signs of slowing down.

With what is seen as a largely pragmatic
2005 budget, the government is expected
to continue with its emphasis on targeted
spending. Economists say the government’s
priority is to reduce its budget deficit to the
GDP ratio further, from about 5.3 per cent
(2003) and 4.5 per cent (2004), to 3.8 per
cent in 2005

Says an analyst, “If they succeed, there
can be further upgrades on our rating by
rating agencies. A lower borrowing rate for
corporates will filter down to corporate
earnings. In a very positive scenario, more
foreign funds will then come in and that is
when the stock market will exceed more
than 1,000 points!” But then he asks how
patient is the man on the street or Corpo-
rate Malaysia?

On the subject of rating, recently Moody
Investment Ser vices has upgraded
Malaysia’s foreign currency rating by one
notch to A3 from Baa 1 due to the strength-
ening of Malaysia’s current account sur-
plus and higher foreign reserves. Further
upgrades in Malaysia’s foreign currency

“Agriculture and primary commodities are expanding in response to

higher world prices and external demand and this sector is expected

to contribute positively in view of sustained overseas demand as the

Chinese economy is not expected to slow down significantly,”

ratings can be expected in 2005 as fiscal
consolidation continues to progress.

By filling up surplus capacity through
efficiency, some economists reckon that
Malaysia’s fiscal deficit will continue to
shrink into 2005 as revenue rebounds and
the old target of having a balanced budget
by 2006 looks achievable. The enormous
capital surplus in Malaysia is also helpful
in another way. According to some ana-
lysts, Malaysia will have the additional capi-
tal needed for overseas acquisitions. And
as the economy decelerates, free liquidity

would rise and that in turn would help to
boost asset prices.

After a phase of consolidation in the first
half of 2005, some analysts say the economy
is likely to pick up in the second half. They
add that the slower growth in the first half
will help temper the expected rising infla-
tionary situation in the country and help to
sustain the economic recovery. Moving for-
ward, this may in turn lead to a gradual im-
provement in consumer confidence.

As always, as a blessed economy,
Malaysia’s diversified base is expected to
cushion the impact of heightened external
risks in 2005. Oil and palm oil are two com-
modities which could keep export firm.
“Agriculture and primary commodities are
expanding in response to higher world
prices and external demand and this sec-
tor is expected to contribute positively in
view of sustained overseas demand as the
Chinese economy is not expected to slow
down significantly,” explains an analyst. He
adds, “ Services, as expected, will drive the
economic momentum in the coming years,
with tourism, education, health and busi-
ness process outsourcing growing in tan-
dem with rising domestic demand and ris-
ing per capita income.”

Indeed, Malaysia’s growing penetration
of export markets, its relative attractive-
ness for foreign direct investment and to
some extent, a competitive currency cer-
tainly help its economic position. AT
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B U S I N E S S  &  A C C O U N T I N G

Innovation
IS THE ONLY SUSTAINABLE
COMPETITIVE ADVANTAGE

by Yew Kam Keong
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360-Degree Innovation System
The impact of innovation on business

growth is well illustrated by Procter &
Gamble (P&G), the consumer products
giant. P&G adopted a 360-Degree Innova-
tion System that yielded a profit rise of 44
per cent, to US$1.4 billion in its fourth quar-
ter ended 30 June 2004 based on a 10 per
cent rise in sales before acquisitions. In
essence, the 360-Degree Innovation System
encourages various departments to work
together more closely to trade ideas. At the
same time, P&G also reached outside to
tap experts at other companies.

P&G also set up a Global-Technology Coun-
cil, which is made up of representatives from
all of their business units, and they meet
regularly to bring collective expertise to
major opportunities. It leveraged on technol-
ogy by harnessing the power of the internet.
On their intranet, they have an “Ask Me” fea-
ture that goes to 10,000 technical people
around the globe. So if someone has a prob-
lem or a need, they can push it out there,
and it will get directed to people who have
the expertise in that particular area.

Measures that Matter
In the year 2000, The Cap Gemini Ernst &

Young Centre for Business Innovation, pub-
lished a comprehensive study called Mea-
sures that Matter. The Centre was chosen by
Forbes Magazine in its June 2002 issue as the
best website in the category of “Innovation
& Ideas.” It praises the Centre for Business
Innovation’s website for endeavouring “to
discover and develop innovations in strategy,
organisation and technology.”

The Measures that Matter study investi-

gates the impact of non-financial factors on
investor decision-making and the extent to
which such factors are leading indicators
of current and future financial per for-
mance. This research was the foundation
of the Cap Gemini Ernst & Young Centre
for Business Innovation’s point of view on
intangibles — such as brand, reputation,
and employee relations — assets not cap-
tured by normal accounting methods, but
that must be measured to arrive at a
company’s true valuation. This study ex-
amines exactly what measures institutional
investors currently value and how they ar-
rive at their opinions, and uncovers a more
accurate picture of corporate valuation in
today’s economy.

The study shows a direct correlation
between the most innovative companies
and their standing in the financial markets.
Statistical analyses of industries, ranging
from durable manufacturing to B2B e-com-
merce, place innovation at the top of the
list of non-financial drivers of corporate
market value.

The question now is: If we know that the
market is incorporating innovation into its
valuation of companies, then how are these
companies going to assess their level of
innovation? A newer report from Eric Chen
and Kathryn Ho of Cap Gemini helps to
answer this question.

According to this report, in order for
something to qualify as a true innovation,
it should simultaneously meet three basic
criteria. It must:
� Engage a creative process;
� Be distinctive; and
� Yield a measurable impact.

Innovation is the only Sustainable Competitive Advantage

In short, innovation is defined as a ro-
bust creative process that turns out a very
distinctive output with significant impact
on the market. The best creative process
is one that incorporates inputs from within
the firm as well as from outside the firm. A
distinctive innovation is one that changes
the rules of the game. For example, IKEA
sells its furniture in a whole new way while
Google develops a different approach to
internet search. Impact is probably the
easiest to measure in terms of available
quantitative measures. A number of finan-
cial results can also be used to measure
impact as long as the figures can confi-
dently be attributed to a particular innova-
tion — a challenging but necessary step.
These include fees earned from licensing
agreements, increased revenue, increased
market share, and substantial cost savings,
among others.

Boston Consulting Group Research
Yet another major research comes from

the Boston Consulting Group (BCG). Ac-
cording to its report, 64 per cent of global
companies planned to increase spending
on product, system or process innovation
in 2004, while 57 per cent of the same group
of global firms complain that they do not
get enough out of their existing innovation
investments. And still, innovation remains
a top-three priority for almost 70 per cent
of companies.

Imaginatik Research Study
Another study on innovation, the

Imaginatik Research study indicates a
number of major innovation trends for
2004. They are:

Innovation initiatives only get signifi-
cant corporate commitment after ex-
ecutives understand the real financial
impact of world-class versus ‘mediocre’
innovation on 2004-2005 revenue and
profits.

Cost reduction may not come from im-
proved efficiency. Companies need a
more creative approach, based on in-
novative techniques and methods.

Growth is a key objective, but most
companies are committing resources
to ‘New Markets for Existing Products’
rather than ‘New Products for Existing

Several major studies have been carried out during the past
few years to determine whether there is a direct correlation
between innovation and business performance. The result is a
resounding YES! These studies reveal that innovation is the
most valuable competitive differentiator. Indeed, it may be the
only sustainable competitive advantage in today’s economy.
This is contrary to many companies’ expectations that the
most assured route to maintain competitive advantage in
their industry is through increased revenues and cost cutting.
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Innovation is the only Sustainable Competitive Advantage

lower and lower returns. There is a corre-
sponding requirement to alter the pro-
cesses, systems, structures, or capabilities
to support the innovation for higher re-
turns.

Pillar 2: Master the Entire
Innovation Value Chain
There is a need to de-
velop the entire Innova-
tion Value Chain, which
is a multifunctional capa-
bility that relates to four critical sets of ca-
pabilities: ideation, project selection, devel-
opment and commercialisation.

Pillar 3: Don’t Do It All Yourself
Focus on building a competency of in-

novation and scout the world for new ideas
and technologies that can be adapted to
your products and services.

Conclusion
Companies that want to gain a competi-

tive advantage now and ensure long-term
earnings potential need to create a climate
supportive of innovation. The creation of
such a climate starts with Creative Lead-

ership. Corporate leaders and senior ex-
ecutives need to be exposed and to have a
proper understanding of the critical impor-
tance of creativity and innovation to per-

petuate their business.
This is followed by a
process to tune the en-
tire organisation to the
innovation agenda. All
managers need to be
equipped with creative

thinking skills to guide and support their
people.

Overall, there must be a long-term com-
mitment to a creativity programme to de-
velop a creative climate on which the sur-
vival and growth of the business depends.
Stephen K. Green, the CEO of HSBC
emphasised the importance of innovation
by quoting the Chinese proverb: “Today’s
rooster is tomorrow’s feather duster.”

Dr. Yew Kam Keong (Dr. YKK) is the founder
president & CEO of Mindbloom Sdn. Bhd. He
is an international speaker, trainer and consult-
ant in the field of creativity and is the only Ma-
laysian appointed to be on the panel of judges
for the International MBA Innovation Challenge
Competition.

“Today’s rooster is

tomorrow’s feather duster.”

Chinese proverb

4

5

Markets’. But it is the more difficult
‘New Products for New Markets’ that
offers the best potential for business
growth.

There is an increased focus on evalua-
tion techniques in the corporate inno-
vation process.

Some companies are beginning to work
on a strategic framework for their Idea
Management programmes. Have you?

Innovation Effectiveness Report
In a report from Booz Allen Hamilton’s

strategy+business, the authors, Alexander
Kandybin and Martin Kihn, emphasise the
importance of improving the “innovation
effectiveness curve” rather than just in-
creasing the R&D budget.

The report offers three ‘pillars’ to im-
prove effectiveness:

Pillar 1: Understand Your Innovation
Effectiveness Curve
Incremental innovation investments are
subject to diminishing returns — in other
words, each additional dollar spent on new
product development ultimately yields

AT
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Insolvency
Practitioner

Interviewees

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

A MUST READ FOR

Insolvency
Practitioner

Interviewees
by Raymond Liew

Following the number of articles that I have
written on the amendments to the rules and
regulations of the “Audit Practitioner Interview”,
I was approached on numerous occasions by
Institute members to write about the
“Insolvency Practitioner” interview for
“would be” practitioners in this restricted
and yet very specialised area.

24 ACCOUNTANTS TODAY • January & February 2005
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A Must Read for Insolvency Practitioner Interviewees

Ican see why the request was made.
Not one past article of the Institute’s
magazine dwells on this specific
topic! Hence I would like to share

with “would be” practitioners, the interview
process perhaps emphasising on the ma-
jor areas of coverage and the additional
interviewers on the Ministry of Finance
(MOF) panel.

Certainly, more audit practitioners are
now pursuing this specialised field in order
to expand their range of services in view
of the possible “exemption of small audit”
requirements in years to come.

On this note, I would like to reiterate that
the amendments stated in my previous
ar ticles are also applicable to the
“Insolvency Practitioner” inter view.
Effective 2004, additional members from
both the Securities Commission (SC) and
Bank Negara Malaysia (BNM) were
introduced to the panel of interviewers,
hence the composition of the panel is
presently as follows:

� Chairman of the Interviewing Board;

� Companies Commission of Malaysia
(CCM);

� Inland Revenue Board (IRB);

� Malaysian Institute of Accountants
(MIA);

� Treasury;

� Securities Commission (SC);

� Bank Negara Malaysia (BNM); and

� Secretariat from the MOF.

Much of the rules and regulations were
emphasised on in my past articles hence I
will not delve into them yet again. However,
for the Insolvency Practitioner interview,
please bear in mind the following areas of
understanding as cited by the Companies
Act 1965:

(1) Arrangement and reconstructions;

(2) Receivers and Managers; and

(3) Winding up procedures.

Naturally, it would be impractical and

unethical for me to cite questions raised in
the interview proper, but an interviewee is
expected to have a relatively sound know-
ledge and understanding of the following
areas:

� Members’ voluntarily winding-up —
Check the list of procedures.

� Circumstances where a company may be
voluntarily wound-up.

� Appointment of a Liquidator in the case
of a Member voluntarily winding-up.

� Effects and consequences of such a
winding-up exercise.

� Declaration of solvency (Section 257).

� Newspaper advertisements and notifica-
tions of the company’s documents.

� Powers, responsibilities and duties of the
Liquidator that include the status and
position under the Act.

� Proof of debt owing and the relevant
notices to the creditors.

� Convening of final meeting and issuing
of notices.

� Taxation issues — consider Section
292(1)(f) and related sections including
the Real Property Gains Tax Act 1976.

� Section 152A — Validity and effective-
ness of members’ resolution.

� Last but not least, the implications of the
Anti-Money Laundering Act provisions
(being the latest addition).

The above list is not meant to be exhaus-
tive but merely to highlight that any “would
be” insolvency practitioner ought to be pre-
pared and armed with this basic knowl-
edge.

Furthermore, I would recommend that

“would be” practitioners undertake a num-
ber of practical cases to familiarise them-
selves with this specialised area. Believe
you me, theoretical knowledge or indeed
the practice of trying to memorise the
procedures etc. as stated above is
inadequate. Only with practical exposure
can you be prepared for the interview.

Just a reminder, some of the common
reasons for failure in the interview are as
follows:

� Incorrect completion of the relevant
forms submitted to the MOF.

� Answering incomplete questions or
guessing the answers to them.

� Lack of attentiveness during the inter-
view proper.

� Most certainly, lack of preparation for
the interview.
Do remember: if you are not fully pre-

pared for the interview, it can be a daunt-
ing and disheartening experience, and may
well put you off from becoming an insol-
vency practitioner altogether. But if you are
serious in taking on the additional role of
an Insolvency Practitioner, make sure you
fully understand the obligatory require-
ments and you will generally find the ques-
tions raised relatively simple especially if
you too have the practical experience.

So, please give yourself ample time to
prepare for the interview and do read the
ACCOUNTANTS TODAY as most of the
issues covered for the interview are pub-
lished in the magazine for the benefit of all
members of the Institute.

To conclude … before you apply to go
for the Insolvency Practitioner Interview,
ask yourself “Am I ready?”

Raymond Liew is a practising Chartered Accoun-
tant and Insolvency Practitioner from Parker
Randall and is a Council Member of MIA. He is
also a member of the panel of interviewers for Audit
& Insolvency Licence at the Treasury, represent-
ing the Malaysian Institute of Accountants (MIA).
He can be contacted at parkerrandall@raymond-
liew.com or www.raymond-liew.com

“Do remember: if you are not fully prepared for the interview, it can

be a daunting and disheartening experience, and may well put you

off from becoming an insolvency practitioner altogether”.

“… more audit practitioners are now pursuing this specialised field

in order to expand their range of services in view of the possible

“exemption of small audit” requirements in years to come.”

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

THE CAPITAL INFLOW PROBLEM FOR

Asian Countries
It’s definitely not a far-fetched statement to claim that the in-
flow of foreign funds has helped Asian countries to achieve
economic growth. This is chiefly caused by a higher rate of
investment compared to domestic savings. At the same time,
the inflow of foreign funds has created new problems.
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The Capital Inflow Problem for Asian Countries

Volatile capital movements have
been cited as a contributing fac-
tor to macroeconomic instabil-
ity and the precariousness in the

real exchange rates, with adverse effects on
exports. It cannot be denied that the Mexi-
can crisis in late 1994 through early 1995 and
Thailand’s currency devaluation in 1997 had
repercussions among many Asian nations.
Thus, making the best use of the inflow of
funds as an engine for economic growth
while checking the possible side effects has
become an important policy issue for Asian
countries. Having said that, the following
sections attempt to analyse how Asian
countries have used different strategies to
cope with the inflow of foreign funds.

Why Asia?
Led by private investors, inflows of funds

into Asia expanded sharply between 1990 and
1996. This was however followed by a rever-
sal of capital flow caused by the Asian finan-
cial crisis in 1997 (see Table 1). Of late, Asia,
in the post-Asian financial crisis is seen to be
back on the radar screen of foreign inves-
tors who are continuously looking for better
returns on their investments (see Figure 1).
Though the inflow of funds has not reached
the pre-crisis level, the growth trajectory is
definitely something to take note of. Factors
on the receiving side contributing to this
upsurge include the continued effort to
liberalise trade and the capital account, Asia’s
continued high economic growth and the
emergence of new frontier economies, in-
cluding China and India. Factors on the in-
vesting side include business recessions in
developed countries and the consequent
decline in global interest rates and the shift
of Japanese enterprise production overseas
due to the yen’s appreciation.

A close look at any intermediate or ad-
vance level economics textbook outlines
measures available for countries to
minimise the effects of rapid capital inflow.
These include:

� tightening regulations on capital trans-
actions to prevent the inflow of funds;

� allowing local currencies to appreciate
to reduce inflationary pressure caused
by the inflow;

� intervening in the exchange market to
stabilise exchange rates (i.e. to maintain
fixed rates) while at the same time off-

setting (i.e. sterilising) the resulting in-
crease in the money supply through
monetary policy intervention; and

� inter vening in the exchange market
without sterilisation.

While there are no hard and fast rules
in using the abovementioned measures, in
practice, Asian countries often employ
combinations of those measures. By and
large, Asian countries have been found to
fall into four groups, namely;

� regulating capital transactions (e.g.
China, Malaysia and Thailand);

� tolerating exchange rate appreciation
(e.g. Singapore, Taiwan and Japan);

� targeting exchange rate and money sup-
ply objectives simultaneously through
sterilised intervention (e.g. Malaysia,

Thailand and Indonesia); and

� stabilising exchange rates without re-
sorting to sterilisation (e.g. Hong Kong,
Brunei).

Restrictions on capital flows
This measure is particularly used in

countries where liberalisation of capital
transactions is still in its infancy. The in-
flow of funds thus undergoes close scru-
tiny before it enters the country. China is
an apt example in this case where the coun-
try still maintains strict regulation on a
wide range of capital transactions. On the
other end of the spectrum lies Indonesia.
Malaysia and Thailand lie somewhere in
between. Restrictions can come both in the
form of direct and indirect measures. Di-
rect measures include restrictions on the

Table 1    Top FDI Countries
Top country destinations 1990 1992 1994 1996 1998 2000 2002

China 3,487 11,156 33,787 40,180 43,751 38,399 49,308

Mexico 2,549 4,393 10,973 9,186 12,831 15,483 25,335

Brazil 989 2,061 3,072 11,200 31,913 32,779 16,566

Malaysia 2,332 5,183 4,342 5,078 2,163 3,788 3,203

Indonesia 1,093 1,777 2,109 6,194 -356 -4,550 -1,513

Thailand 2,444 2,113 1,366 2,336 7,315 3,366 969

Argentina 1,836 4,431 3,635 6,949 7,291 10,418 775

India 0 7,278 973 2,426 2,635 2,315 3,449

Russia — — 690 2,579 2,764 2,713 2,965

Turkey 684 844 608 722 940 982 1,037

Chile 661 935 2,583 4,815 4,628 3,639 1,603

Hungary 0 1,479 1,144 2,363 2,084 1,694 854

Figure 1    Geographic Distribution of FDI to Emerging Market
      Countries (EMC) — Share in total

Source: 1990-2002, Balance of Payments Statistical Yearbook, IMF
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acquisition of domestic securities or bank
deposits by non-residents and overseas
fund-raising activities. Examples of indirect
measures include taxing short-term over-
seas borrowings and imposing a levy on
foreign funds leaving the host country be-
fore the stipulated tenure.

Exchange rate policy
To curb speculative capital flow, some

Asian countries have allowed their curren-
cies to appreciate as the demand for the lo-
cal currency increases. Countries like
Singapore allow the exchange rate to fluctu-
ate within an undisclosed exchange rate
band. Typically,
when there is a huge
inflow of ‘hot money’
from abroad, the do-
mestic currency
tends to appreciate
resulting in an in-
crease in imports
(impor ts become
cheaper) and a de-
crease in expor ts
(exports become ex-
pensive). Thus, in
the long run, the cur-
rent account deficit
(import more than
export) causes the
currency to depreci-
ate. Though this may
increase the risk of a
loss of export com-
petitiveness in the short run because exports
are now more expensive, the domestic price
stability is maintained in the long run. This
is primarily important for export-oriented
nations like Singapore and Taiwan, which
have little choice but to rely on exchange rate
appreciation to achieve price stability.

Intervention without sterilisation
For countries that give more importance

to exchange rate stability than price stability,
monetary authorities do intervene by buying
the foreign inflow using the local currency. In
the case where monetary authorities inter-
vene by increasing the foreign exchange re-
serves without corresponding sterilisation to
offset the effects of an increase in the supply
of local currency in the market, the local cur-
rency exchange rate will go weaker while

there will be downward pressure on the
domestic interest rate. Thus, the ‘unsterilised’
intervention is more inflationary (i.e. more
money chasing after few goods) and is the less

preferred approach
to cope with capital in-
flow. The circum-
stances may be
slightly different for
countries like Hong
Kong where the
interest rates follow
US trends very
closely. An inflow of
funds in Hong Kong
will lead to an in-
crease in money sup-
ply without affecting
domestic interest
rates. Thus, in this
case, inter vention
without sterilisation
does not exert the
said inflationary pres-
sure.

Sterilised Intervention
Undoubtedly, massive capital inflows into

the Asian region has led to rapid increases
in foreign exchange reserves. This in turn
caused the entire money supply to swell
through the credit multiplier effect, vis-à-
vis pushing down domestic interest rates
and exerting inflationary pressure. In order
to curb this phenomenon, some monetary
authorities employ the sterilisation methods
via open market operations (buying and
selling local currency denominated bonds),
issuance of central bank securities, and
transfer of public deposits from private
banks to the central bank and manipulation
of reserve requirements. These measures
are primarily used to reduce the availabil-
ity of local currency in the market, which in

turn will significantly reduce the credit
multiplier effect. Apart from achieving mac-
roeconomic stabilisation, sterilised inter-
vention maintains the health of the finan-
cial system by keeping bank lending from
expanding as a result.

The optimal policy
Having discussed the different strategies

available to cope with the inflow of foreign
funds, the question now is which one of those
measures is said to be optimal? Well, the
answer to this question may not be that
straightforward. The optimal policy response
differs depending on the nature of the capital
inflow and the economic structure of a
country. In the case of short-term speculative
inflow, sterilised intervention to stabilise both
the exchange rate and money supply is
desirable. At the same time, widening the
band of exchange rate fluctuation should
enhance the effectiveness of monetary policy
while deterring the speculative inflow. In the
case of sustained inflow, the resulting
appreciation of the real exchange rate can
take the form of higher inflation on currency
appreciation. Here, the trade off depends on
the policy objective (price stability versus ex-
change rate stability) and the economic
structure (openness of capital and goods
market) of the said country. Until the 1997
Asian financial crisis, many Asian countries
had been quite successful in the sterilised
intervention method discussed above.
However, the crisis has taught us that a wider
band might have been better to allow more
appreciation and less incentive for
speculative inflows. The financial crisis that
hit most of the countries in East Asia served
to confirm that the crux of the problem lies
in the speculative nature of the capital inflow.

Combined long-term and short-term net
inflow of funds into Asia amounted to USD
585.5 billion in 2002, much greater than

“The rapid increase in direct investment in Asia since the

beginning of the 1990s has been a major source of funds

supporting Asia’s economic development. Unlike other forms of

funds inflows, direct investment is the most stable source of funds

and can directly help to expand production capacity because it

reflects long term corporate strategies.”
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Table 2    Asia/Pacific Economies:
                Indonesia, Malaysia, Thailand, Philippines, South Korea, China, India

2002 2003 2004f 2005f

Asia/Pacific

Net External Financing (US$billions)

Private Flows

FDI 56.6 54.8 62.0 62.4

Portfolio Equity 3.4 35.3 22.9 23.8

Private Creditors 0.8 28.0 25.2 14.3

Source: The Institute for International Finance (IFF), 2004

Note: f = IIF forecast

Latin America’s total of USD424.1 billion.
The expansion of funds flowing into Asia
is also accompanied by a major change in
the composition of those funds.

The rapid increase in direct investment
in Asia since the beginning of the 1990s
has been a major source of funds support-
ing Asia’s economic development. Unlike
other forms of funds inflows, direct invest-
ment is the most stable source of funds and
can directly help to expand production ca-
pacity because it reflects long term corpo-
rate strategies. The East Asian countries
of Indonesia, Korea, Malaysia, the Philip-
pines and Thailand received large volumes
of capital inflows from the end of the 1980s
through early 1997. The cumulative inflows
were massive indeed, amounting to 50 per
cent of GDP in Malaysia and Thailand, over
20 per cent in the Philippines and about 10
per cent in Indonesia and Korea.

Although a large portion of the inflows
are still in the form of FDI, the composi-
tion of funds are increasingly changing
whereby indirect investment such as port-
folio investment and offshore borrowing
by banks and non-bank private corpora-
tions are gaining momentum (see Table 2).
Because of the potential risks they entail,
these capital inflows were almost from the
inception considered as posing a serious
challenge for macroeconomic manage-
ment, leading the profession to coin the
term ‘the capital inflow problem’.

As of to date, the 1997 Asian financial cri-
sis, which was chiefly caused by the capital
inflow problem, serves as a very painful ex-
perience for the majority of East Asian coun-
tries. The change in composition of foreign
investment reveals a change in the nature
and purpose of foreign investment for Asia.
With the continued liberalisation of capital
markets and the consequential increased
availability of foreign capital, FDI is increas-
ingly being overshadowed by foreign indi-
rect investment (FII) in the form of portfo-
lio equity investments and debt flows com-
prising bonds and loans. It is this highly
mobile and highly volatile form of private
capital flow that has proved to be the dy-
namic force shaping the course of Asia’s
boom and bust. Will the change in the trend
of capital inflow spark the beginning of yet
another crisis? Only time can answer this
question. AT

The Capital Inflow Problem for Asian Countries
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MANAGEMENT ACCOUNTANTS
BRING BENEFITS TO THE

Design Process
by Povl Larsen and Alan Lewis

When management accountants get closely involved in the
process of designing new products and services, the results tend
to be highly beneficial. Povl Larsen and Alan Lewis describe
their CIMA-backed study of the two disciplines’ differing views
of the role of financial management in design.

One key finding of a research
project to identify best prac-
tice in integrated design and
management accounting was

that medium-sized firms whose perfor-
mance improved over the time of the study
had financial managers who were more in-
volved in their design processes. Encour-
aging management accountants to become
more active in this area could therefore be
one way to improve the performance of me-
dium-sized firms. But how do the design-
ers feel about this? And are the accountants
interested in getting more involved?

In an effort to answer these questions,
we developed a series of “design state-
ments” to identify the level of accord — or
otherwise — between the two parties. We
asked management accountants and de-
signers to rate their response to statements
on a scale of one (strong agreement) to six
(strong disagreement). The scores for
each statement were then averaged for
both disciplines.

The table shows four statements that
highlighted the main differences of opin-
ion between financial managers and de-
signers. The respondents differed most on

the first statement: “Financial policies that
treat design as an expense rather than an
investment with a measurable return have
discouraged some very profitable design
projects.” This was strongly refuted by the
accountants, but the designers strongly
agreed with it. The second statement —
“design funding is too often given a low pri-
ority” — was again disputed by the accoun-

tants and supported by the designers.
These first two results could account for

the apparent reluctance of designers to
involve accountants in the design process,
as shown by their strong disagreement
with statement three: “Accountants should
be more actively involved in defining and
justifying design expenditure.” Their agree-
ment with statement four — “the involve-

Statement Designers Management Difference
Accountants

1 Financial policies that treat design as an 2.31 4.36 2.05
expense rather than an investment with a
measurable return have discouraged
some very profitable design projects.

2 Design funding is too often given a low priority. 2.64 4.40 1.76

3 Accountants should be more actively involved 4.64 3.27 1.37
in defining and justifying design expenditure.

4 The involvement of management accountants 2.86 4.20 1.34
in the design process is counter-productive to
the creative work of designers.

Design Statements Rated

“… medium-sized firms whose performance improved over the

time of the study had financial managers who were more involved

in their design processes”.
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ment of management accountants in the
design process is counter-productive to the
creative work of designers” — reiterates the
designers’ negative attitude towards the
accountants.

Why this negativity? Could it be that the
designers aren’t aware of the benefits that
management accountants can bring to the
process? As far as many designers are con-
cerned, they already take cost information
into consideration when developing their
products and services by using tools such
as DFA (design for assembly) and part
databases contained within their computer-
aided design packages. If some extra cost
information is needed, they can request
that data without having to involve a man-
agement accountant. As one designer
asked, “What other accounting data could
management accountants bring to the de-
sign process by being more actively in-
volved?”

There are in fact several techniques that

management accountants can use at vari-
ous stages of the design process to aid the
development of products and services.
They include:

� Determining which designs will minimise
assembly and service times and costs;

� Evaluating the impact of different design
possibilities on the cost of developing,
producing, owning and operating a prod-
uct;

� Appraising alternatives to solve techni-
cal, management and scheduling prob-
lems;

� Balancing the inherent tensions that ex-
ists among the needs of customers, sup-
pliers, operators, financiers and senior
managers;

� Communicating much of the tacit corpo-
rate knowledge that affects the filtering
of ideas and proposals in the early ‘fuzzy
front end’ of the development process;

� Making the ‘go or kill’ spending decisions
that the development process entails;

� Developing a performance measurement
system that lets managers assess the per-
formance of projects and the contribution
of all departments’ activities towards the
attainment of strategic objectives;

� Helping to communicate to the senior
management team not only the value of
the work done by the design department
but also the amount of resources re-
quired to make a product successful.

For there to be an integrated approach

“Financial managers want to be more active in the design process

and research has shown that their involvement has been beneficial,

certainly in the manufacturing sector”.
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to design and management accounting,
each discipline needs to understand what
skills the other can offer. Financial manag-
ers want to be more active in the design
process and research has shown that their
involvement has been beneficial, certainly
in the manufacturing sector. But designers
are afraid that their involvement will be
counter-productive to their creative work.

For management accountants, there are
numerous ways to improve the relation-

ship. First, they can explain what they can
offer at each stage of the process. They can
help to change their image of cost-cutters
to value-adders by using case studies from
within their organisations to help the de-
signers to relate to them better. In the ser-
vice sector, they can embrace the tools,
techniques and technologies used by the
designers in order to establish more com-
mon ground. Lastly, they can coordinate
with designers on the measurement meth-

ods they choose for evaluating the prod-
uct and service design functions so that
everyone is using the same cost justifica-
tion systems.

But it’s not only designers and financial
managers who need to change. Chief ex-
ecutives can also encourage greater inte-
gration between the two disciplines. It’s
within their power to develop a culture of
innovation that stimulates accountants and
designers to co-operate and develop a flex-
ible, creative attitude to costs and other fi-
nancial measures early on in the design
process without fear of chastisement later.

Further research is needed to encourage
greater involvement of financial managers
in design. Such studies should aim to:

� Expose the mystique surrounding the
activities of management accountants to
provide a full list of what they can offer
at various stages of the process.

� Specify the benefits, costs and valuation
methods that can help in determining
the ‘screening’ factors that distinguish
between winning products or services
from losers at each stage of the design
process.

� Investigate the methods used by both
designers and accountants that can bet-
ter aid the different operating structures
that are inherent in service-sector enter-
prises. Most of the methods available
have been geared to the requirements
of manufacturing firms and, although
there are certain tools, techniques and
technologies that are mutually appli-
cable, there may be a need to develop
methods that can be applied specifically
to the service sector.

� Look into smaller firms that have not used
management accountants to ascertain
how they can develop management ac-
counting methods to support the design
process. Creating ways to aid the integra-
tion of accounting and design early on in
a business’s life may help to overcome
problems later on in its development.

Povl Larsen is senior research officer at the
National Centre for Product Design and Devel-
opment Research at the University of Wales In-
stitute, Cardiff, UK. Alan Lewis is the centre’s
director of research and enterprise. This article
is contributed by CIMA and it first appeared in
Financial Management, CIMA’s monthly maga-
zine for accountants in business.

AT
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SUCCESS THROUGH

Strategic
Management Accounting

by Sri Srikanthan

Strategic management accounting, with its focus on the importance of information external to
the organisation, is seen as valuable by the companies that adopt it, and the techniques have
become more widely used in recent years. This article explains what strategic management
accounting is and why it is of benefit. It explains how management information should link to a
company’s competitive strategy, and suggests some techniques that can be used to achieve this.

Part Two of a two-part series. Part One

was published in the December 2004

issue of Accountants Today
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Valuing Returns Over Time
It may be possible to earn super profits

in the short-term while destroying an
organisation’s ability to compete in the
longer term. We know that investors do not
judge the performance of a company on the
basis of single-period results. Investors ex-
pect returns that are above the cost of capi-
tal and which are sustainable over a period
of time; this is true shareholder value.

Obviously returns in the current period
or near future are more valuable to inves-
tors than returns in the more distant and
uncertain future. This is the concept of the
time value of money.

To find out the present-day values of fu-
ture cash flows, we use the discounted cash
flow (DCF) model: the net present value
(NPV) of an investment is the sum of the
future cash flows, discounted at the cost
of capital.

The greater the risk of the investment,
the higher the risk-adjusted cost of capital,
and hence the higher the appropriate
discount rate is. (For further information
on net present value, see Parker, 1999).

We can use the net present value model to
determine the total shareholder value cre-
ated by an investment. In the current period,
the value-added is the economic profit, but
the total value-added over the lifetime of the
investment is the net present value of all of
the future economic profits. Figure I sets out
the possible value combinations that arise.

As demonstrated in Figure I, managers
face the challenge of balancing the need
to deliver good short-term returns and the
need to maintain the sustainability of these
returns over the long-term. The matrix
shows that, in order to maximise long-term
value, managers must identify investments
with a high current period economic profit
and with high net present value as well.

A strategy that creates value in both the
short-term and the long-term is obviously
beneficial to shareholders. On the other
hand, there is little point in continuing with
an investment that has both negative eco-
nomic profits and negative long-term net
present value.

The management challenges arise
around those projects that:
� are short-term loss makers but will cre-

ate longer term value;
�  appear to be profitable in the short-term,

but may destroy longer term value.
Action needs to be taken to correct these

two positions that will impact on the short-
term and the long-term, respectively, as
shown in Figure 1.

The pressure to deliver high short-term
returns, which is often wrongly perceived
as being driven by investors, can lead man-
agement to cut costs and adopt other short-
term strategies. Cuts in advertising, R&D,
quality, and other discretionary costs are
examples of these short-term value-adding
strategies.

Discretionary costs are defined as costs
that are totally at the discretion of manage-
ment, whereas engineered costs have a
direct input (cost)/output (benefit) rela-
tionship.

The difficulty in quantifying the benefits

Success Through Strategic Management Accounting

LOSING CURRENT VALUE

Action: Improve efficiency,
manage discretionary
expenses

Objective: Enhance current value

Balancing short-term and long-term valuesFigure 1
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CREATING SHAREHOLDER VALUE

DESTROYING SHAREHOLDER VALUE POSSIBLY DESTROYING FUTURE VALUE

Action: Extend lifecycles, invest
in R&D, manage brands,
diversity

Objective: Create long-term value
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of discretionary costs is the main reason
why managers and accountants often opt
to slash these costs in the short term. It is
unfortunate that these very same costs can
often be the ones that reduce the market
segment risks in the long-term.

Strategic management accounting
systems aim to help managers to develop
systems that measure the benefit of discre-
tionary expenses in the form of lower vola-
tility and increased value.

A simple approach to this is the
following:

Identify the key drivers of volatility
(example, customer awareness).

For each driver, determine the activi-
ties that are carried out to reduce the
volatility (example, advertising).
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Sri Srikanthan is a Senior Lecturer in Finance
at the Cranfield School of Management. This
article appeared in the Institute of Chartered
Accountants in England and Wales published
journal Management Quarterly in January 2002.
IFAC’s Professional Accountants in Business
Committee (PABC) selected the article as the
winner of its Article of Merit 2003 competition
and award programme for distinguished contri-
bution to management accounting.

to the shareholders. Whereas traditional
management accounting systems measure
costs against standards and report vari-
ances on past periods, strategic manage-
ment accounting systems aim to set target
costs that take into account efficiency and
economies of scale and drive performance
to achieve these targets. Target cost pric-
ing techniques take this approach a stage
further by setting prices at competitive lev-
els that will increase demand for the
organisation’s products and thus drive
down costs through economies of scale.

Conclusion
Strategic management accounting pro-

vides information that can be used to devise
and implement strategies that are appropri-
ate to a company’s competitive position.

It helps to show where a company has a
competitive advantage, and why, and it
helps to identify how that advantage over
competitors can be maintained.

It enables businesses to devise relevant
performance management systems that
monitor progress against internal and ex-
ternal benchmarks.

3

4

Identify the quantifiable benefits of these
activities (for example, awareness mea-
sures from Nielsen and Milward Brown).

Compare the costs of carr ying out
these activities against the quantifiable
benefits.

Creating Value
Companies create value by achieving

and maintaining a competitive advantage.
Strategic management accounting as-

sists in the strategic planning process by
focusing management on those areas of the
business in which that value is created.

Figure 2 shows some possible value en-
hancing strategies. Figure 2 makes a fun-
damental point: although the traditional fi-
nance function can measure the value cre-
ated, it is the competitive strategies that
actually create that value.

Thus it is vital that the business under-
stand where and how it is creating value.

The following are two examples of these
value-creating strategies that explain
where strategic management accounting
fits into the strategy:

Higher sales revenue: It is possible to
generate higher sales revenues through
higher prices by creating barriers to entry
to the distribution channel. Strategic alli-
ances and contracts for category manage-
ment could lead to this competitive advan-
tage. Strategic management accounting
systems assist managers to identify the
true barriers to entry, both current and
potential. They then help to provide infor-
mation that quantifies the costs of devel-
oping or maintaining these barriers to en-
try and the benefits in the form of higher
sales prices. For example, the price pre-
mium for a Heinz product in relation to an
own-label product is the benefit of the
organisation’s brand-led barrier. The cost
of maintaining this barrier and thus the
price premium by spending on advertising
and marketing can be compared with other
forms of barriers to entry through merchan-
dising support or category management.

Economies of scale: Economies of scale
can be created through higher volume
throughputs, and learning curve benefits
may be the driver of lower costs, leading
to better cash flows and thus a higher value

Strategic management accounting moves
the management accountant away from be-
ing a passive scorekeeper and into the driv-
ing seat, helping to formulate strategy.
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“Strategic management accounting moves the management

accountant away from being a passive scorekeeper and into

the driving seat, helping to formulate strategy.”
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Corporate Social
Responsibility

MAKES GOOD BUSINESS SENSE
by John Innes and Gweneth Norris

Most companies appreciate the importance of how markets
rate them on corporate social responsibility (CSR), but do

the measures they report externally truly influence the
decisions their managers make internally?

John Innes and Gweneth Norris have their doubts.
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Corporate Social Responsibility Makes Good Business Sense

What information can man-
agement accountants pro-
vide to managers to help
them improve their organ-

isations’ social performance? In recent years
research has focused overwhelmingly on
the external reporting of social perfor-
mance measures. The measures reported
internally and the social information pro-
vided to managers have been neglected in
comparison. Our CIMA-funded study con-
centrated on internal reporting in four
organisations that published external social
reports.

The table shows examples of per for-
mance aspects that were reported to man-

agers in these four firms. Almost all of the
people we interviewed thought that the ex-
ternally reported social performance mea-
sures had relatively little influence on
managerial decision-making. Their general
view was summed up by one interviewee:
“In the past, external social reporting in
this company was an event unto itself, and
it was important to get all this information
out there in voluminous detail. Yet in real-
ity this had very little to do with the busi-
ness at all”.

But the externally reported social per-
formance measures’ lack of influence was
more than compensated for by the effect
of each organisation’s social values on the
decision-making process. Examples of so-
cial values that were influential included
the use of recycled materials, ethical invest-
ments and educational liaison activities
with schools.

One basic question is why organisations
are interested in reporting social perfor-
mance at all, internally or externally. In
each of the four cases the interviewees
were asked why they thought their
organisation was concerned about its own
social performance. Their replies can be
summarised as follows:

� Each company wanted to be an ethical

organisation that was respected for its
environmental and social performance.

� Such an image was considered to be
good for business. Although this could
entail high costs for the company in the
short run, all the interviewees thought
that the long-term effect of a good im-
age would boost profits, because it would
help to retain existing customers and
attract new ones.

Social reporting obviously has an ethi-
cal aspect, but self-interest is a major fac-
tor. All four organisations took advantage
of their good social reputations in their
marketing campaigns. Most of the

inter viewees considered that their
organisations’ social image was extremely
important for several stakeholder groups.
The groups they identified were similar in
all four organisations: namely, communi-
ties, customers, employees, environment,
shareholders and suppliers (although
interviewees in one firm also identified
neighbours and tenants as stakeholders).
But the priority given to different stake-
holder groups varied among the four even
though three of them were in the same
sector. This ranking difference was impor-
tant, because most interviewees accepted

that there would sometimes be conflicts
and trade-offs between different groups in
relation to social performance.

All four organisations conducted surveys
of at least some of their stakeholder
groups. The most common surveys were
of employees, customers and sharehold-
ers. They tried also to hold some form of
dialogue with groups such as communities
and suppliers.

Perhaps surprisingly, the externally re-
ported social performance measures were
not necessarily those that were used inter-
nally. With the exception of one case, there
were few links between the externally and
internally reported measures. Generally
the latter were underdeveloped by com-
parison, but they did exist in relation to:

� Communities (e.g., the percentage of
employees participating in community
projects);

� Employees (e.g., staff retention rates);

� Environment (e.g., energy usage).

Links between the reported measures
(both internally and externally) and the
evaluation system for managers were al-
most non-existent. Three organisations did
say they were planning to develop links
between the externally reported measures
and their internal reporting. One problem
was that a separate unit in each firm would
prepare the external social report and this
unit was very much divorced from the rest
of the organisation.

In short, the fact that there was exten-
sive external social reporting did not mean
that there was a formal system for the in-
ternal monitoring or management of social

Social Performance Aspects Reported Internally in the Four Firms

Environmental Treatment of employees

Level of recycling Staff morale index.
Energy consumption Employees’ feedback about their use of
Amount of homeworking public managers.

Transport and car-sharing Staff surveys.
Paper usage Employee commitment index.

Community involvement Treatment of suppliers

Number of employees visiting schools Payment of suppliers on time.
Number of employees participating in Development of long-term community
charitable donations — in cash and in kind projects relationships with suppliers.
Sponsorship of community events Suppliers’ environmental impact.

Suppliers’ treatment of their own employees
and suppliers.

“In the past, external social reporting in this company was an

event unto itself, and it was important to get all this information

out there in voluminous detail. Yet in reality this had very little to

do with the business at all”.
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performance. But, despite lacking such a
system, the case-study firms were con-
cerned about their social performance. In
all four, a very thorough recruitment and
induction process, coupled with the social
values, meant that informal employee
group control and self-control influenced
social performance. Each organisation had
its explicit values. These included commu-
nity service; concern for the environment;
concern for the individual, concern about
the policies of suppliers; ethical behaviour;
integrity; management by fact; trust; and
valuing staff. Two organisations had a spe-

cific social values group.
All of the case-study firms considered

that their focus on social performance
made business sense, because it would
exert a positive effect on their long-term
profits. But our findings suggest that man-
agement accountants should consider the
following recommendations if they want to
set up an effective system for reporting
social performance information internally:

� Establish an implementation team that
includes a management accountant and
managers. This should be led by a man-

ager.

� Consult managers about the social infor-
mation and performance measures they
need.

� If your organisation reports externally
on its social performance, consider first
developing internal performance mea-
sures and reports.

� If your organisation does not report ex-
ternally on its social performance, con-
sider first developing internal perfor-
mance measures and reports.

� Develop links between the organisation’s
mission statement/objectives and its in-
ternally reported social performance
measures.

� Develop internal social performance
measures for each of your organisation’s
stakeholder groups.

� Check that the internally reported social
performance measures include both in-
put and output measures. For example,
for community involvement an input
measure is total employee hours per
week spent on community projects and
an output measure is feedback from the
people who have been affected by these
projects.

� Set up a system for the internal monitor-
ing and management of social perfor-
mance.

� Develop explicit links between manag-
ers’ evaluation (and pay) and their con-
tribution to the organisation’s social per-
formance.

The four case studies suggest that the
social values and culture of an organisation
are critical factors affecting its social per-
formance — often through informal group
control and self-control. External social
reporting is important, but so is manage-
ment information on social performance.
Ultimately, it is the strategic and operat-
ing decisions of managers and other em-
ployees that determine the social perfor-
mance of an organisation.

John Innes FCMA is a professor in the accoun-
tancy and business finance department at the
University of Dundee and Gweneth Norris is
senior lecturer in the school of accounting and
finance at Deakin University, Australia. This
article is contributed by CIMA and it first ap-
peared in Financial Management, CIMA’s
monthly magazine for accountants in business.

AT



40 ACCOUNTANTS TODAY • January & February 2005

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

CSR Challenges & Trends
IN CORPORATE MALAYSIA

by Tay Kay Luan

Corporate social responsibility (CSR) is about the way in which companies meet their
obligations both to the employees and to a wider community. A broader definition by the

World Business Council for Sustainable Development describes CSR as a business
commitment to contribute to sustainable economic development working with employees,

their families, local community and society at large to improve their quality of life.
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The concept and application of
CSR is no stranger in the local
business context. As quoted in
The Star, the Minister of Fi-

nance II Tan Sri Nor Mohamed Yakcop
says, at its core CSR principles epitomise
the fundamental religious and social val-
ues that have held together the very fab-
ric of humanity since the dawn of
civilisation. Indeed, it is a very natural ex-
tension to individual social responsibilities
and religious obligations that we have em-
braced as a society.

Doing good business takes in many
forms and comes with many names, such
as corporate responsibility, corporate citi-
zenship, corporate philanthropy, commu-
nity development and community relation-
ship. Therefore, it is hardly surprising that
there are different interpretations and defi-
nitions among local corporate leaders on
what constitutes CSR.

To many, CSR is all about fulfilling
societal obligations, such as donations to
a good cause, contributing to charity
events, or complying dutifully with
regulations and disclosure requirements.

Shift from obligations and giving
The traditional view of business is on the

bottom-line — maximising profits. The
broad concept of CSR goes beyond this to
incorporate what is commonly known as
the triple bottom-line — economic, envi-
ronment and social performance. The shift
is towards its stakeholders, the environ-
ment and society.

CSR is not against making economic re-
turns but it should not be at the expense
of environmental stability and social devel-
opment. It is not uncommon now to hear
government leaders and regulators endors-
ing this view that CSR is an integral part of
the business environment. Indeed, this call
is being repeated at various high-level
conferences and political meetings.

The call for ‘additional responsibilities’ i.e.
beyond compliances on the voluntary basis
can be challenging to the corporate sector.
A hostile view among some leaders is that
companies are here to make money while
obeying the law, and the rest of the
obligations are left to the government.

But things are changing. A recent ACCA
research paper shows a growing acceptance

of social responsibility in business. There is
an adequate business case to demonstrate
positive links between social and financial
performance. Intangible assets such as
reputation and knowledge networks now have
direct linkage to market value and competitive
advantage. Companies that embrace such
concepts have enjoyed sustainable results
through better market penetration and capital
accessibility, improved brand acceptance, a
strong reputation and respectability. In short,
ethics and having the right governance struc-
ture will be better perceived, measured and
valued.

Pressures to change are not a result of
corporate benefits but from the market and
consumers. Indeed, the developed markets
are insisting on greater transparency and
ethical practices from companies. The post
Enron period has also accelerated the
trend towards greater accountability,
which includes issues on corruption, cli-
matic change, child labour, pollution,
health and so on. Nike, for example, was
accused of allowing its sub contractors to
hire child labour; Starbucks, for not giving
a fair price to coffee growers, and the case
of Shell in Nigeria and so on. Indeed, the
tobacco companies are accused of selling
cancer-causing cigarettes; fast food is be-
ing blamed for causing obesity; banks for
making too much money and plantations
for causing pollution.

Malaysia is the 17th largest trading na-
tion in the world. Failure to ignore such
trends and demands will not do well to at-
tract foreign capital, achieve export poten-
tial and to re-brand.

Why bother with CSR
There is enough evidence that Malay-

sian corporate leaders are taking CSR more
seriously although the quality of their ef-
forts vary from community development

to social marketing. There are also signs
that some may take this as a public rela-
tions exercise. It is not uncommon to find
CSR initiatives driven by the public
relations or corporate affairs departments
in companies.

There are many cases of linking prod-
ucts to a particular social cause. CSR is
built into the brand and communicating the
good intent will help bring products and
consumers together. Such social market-
ing is in line with the growing tendency of
consumers being attracted to the ethical
contents of the products. An excellent

example is The Body Shop’s ‘Against
Animal Testing ’ initiative where it
combines and communicates both its
campaign against animal cruelty and
marketing together.

On the local front, Gamuda Land markets
eco-friendly homes and neighbourhoods.
Other examples include the botanic city of
Putrajaya, and Maxis Communication’s ini-
tiative on Bridging Communities, HSBC
Bank’s ‘Community — Sharing Our Suc-
cess in Malaysia’ and Johnson & Johnson’s
community work and education on cancer.

There is a powerful case to show that
companies that embrace CSR do have a
better capacity to attract, retain and moti-
vate employees. Good employers often
have a clear, ethical and transparent frame-
work to improve human per formance
through work life balance, career growth,
health and safety and diversity manage-
ment. Such employers of choice will also
provide learning opportunities. Employers
from ‘the top employers to work for’ often
have no problem finding talent and their
employees carry a premium.

Positive employee engagement indica-
tors reflect positive consequences of the
right CSR interventions. Right key pro-
cesses in hiring and selection, opportunity

CSR Challenges and Trends in Corporate Malaysia

“CSR is not against making economic returns but it should

not be at the expense of environmental stability and social

development. It is not uncommon now to hear government

leaders and regulators endorsing this view that CSR is an

integral part of the business environment.”



42 ACCOUNTANTS TODAY • January & February 2005

Table 1

CSR Challenges and Trends in Corporate Malaysia

Components of Good CSR

Corporate Social Responsibility or CSR encompasses four key areas:

� Commitment to obey the law and basic ethical standards
� Improving community well-being
� Being responsible for the consequences of its actions
� Contributing and sustaining business as a corporate citizen

to grow and reward and recognition are
strategic levers towards building a better
work environment. During hard times, the
best CSR practices include outplacement
services, counselling and generous redun-
dancy payments.

Environment stewardship is a sustain-
ability issue. No longer can corporate
leaders ignore the perils of pollution, and
its effects on the environment and commu-
nity. It is an acceptable fact that climatic
change will become more pronounced. The
Kyoto agreement to meet the target of 20
per cent reduction in carbon dioxide emis-
sion by 2010 will not be achieved. Climate
change has already taken place, there is a
problem of waste disposal, and biodiversity
is being threatened and de-
stroyed at an alarming rate.

There is no doubt that
sustainability issues such as
pollution, illegal logging, and re-
settlement of local communities
will pose CSR challenges to the
corporate sector.

The Importance of CSR
There is no doubt that CSR is

here to stay and companies will
do well to study the impact of
CSR given the relentless tide of
globalisation. CSR has become
a critical factor in business, and
a key differentiator in compet-
ing for the scarce commodities
of human and financial capital.
Talented people can choose
where they want to work, and
logically will opt for the
company with the right brand
and reputation. International
financial capital, whether in the
shape of foreign direct invest-
ment (FDIs) or portfolio funds
too are increasingly fastidious,
as this capital is subject to the
pressure to invest responsibly
from stakeholders back home
in developed societies.

Its reliance on external capi-
tal is an incentive for Malaysia
to invest in CSR. One of our key
growth strategies is to woo
FDIs, particularly the off shor-
ing industry, where jobs exit

expensive developed environments for
high-skilled, low-cost nations. Off shoring
is done primarily by multinationals, which
put a premium on good governance to
lower their risks. Good CSR at the
sovereign and corporate level slashes
investment risks tremendously, and can
spur FDI inflows.

CSR Challenges
But there are areas where Malaysia falls

short. Foreign investors frequently cite
corruption as a deterrent, and the govern-
ment needs to combat corruption without
fear or favour in order to gain international
credibility. Corruption frequently goes
hand-in-hand with opacity and bureaucracy,

and enhancing transparency via an open
tender system and open, more efficient
processes would greatly improve the
government’s reputation for integrity, which
again lowers the sovereign risk premium.

Business too could adopt an anti-corrup-
tion initiative as part of their mission and
vision, and refuse to pay or take bribes in

order to secure business. Ikea
of Sweden is a sterling example
of a company that stuck to its
guns on anti-corruption, which
puts it in the CSR category for
commitment to law and ethics
(see Table 1). Ikea Russia was
forced to call off the opening
ceremony for its second Rus-
sian superstore when approvals
were withdrawn at the last
minute. AP reported that Ikea
company managers previously
claimed that the company had
been pressured for not paying
bribes in Russia. The fiasco
might have been bad for Ikea’s
business but boosted Ikea’s
reputation and tarnished
Russia’s already damaged repu-
tation for corruption and graft.

The lesson is clear. Bad CSR
in the form of bureaucracy and
graft has already hurt Russia’s
FDI flows, demonstrating that
CSR is an investment factor.

Tackling corruption is only
one of the issues that should be
on the local corporate agenda.
It is the biggest test in CSR to
create a corruption free work-
place. Developing such a culture
in a local environment where
there are always temptations to
bribe or receive kickbacks in
securing contracts is not easy,
especially so, when such prac-
tices have become a norm!

“Tackling corruption is only one

of the issues that should be on

the local corporate agenda. It is

the biggest test in CSR to create

a corruption free workplace.”
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The writer is the Head of The Association of
Char tered Cer tified Accountants (ACCA
Malaysia). ACCA is the largest global professional
accountancy body, with nearly 320,000 members
and students in 160 countries. For more informa-
tion on ACCA please visit www.accaglobal.com

CSR Challenges and Trends in Corporate Malaysia

Table 2 Local CSR Champions
Companies with effective CSR have chosen to act on social and environmental causes that are
of paramount concern, and that they can relate to.
In creating your own CSR policies, consider sustainable issues related to your own business
goals and that interest your stakeholders. Ensure that your actions are measurable and quan-
tifiable, that you communicate your plan and allocate adequate resources, and gain manage-
ment buy-in. If management won’t walk the talk, your CSR will fail.
Below are some exemplary CSR initiatives that have been localised to fit the Malaysian envi-
ronment:

Company Cause Activities

HSBC Saving Wildlife and Wetlands Provide grants; Run campaigns
to save the turtles

Hartmann Waste reduction Training; Recycling

1st Silicon Conservation Process reengineering;
Awareness; Recycling

Shell Responsible Reporting Certification

Standard Chartered Bank HIV/AIDS Campaigns; Education

Golden Hope Environmental protection Eco-friendly policies;
Recycling; Education

Diagram 3 CSR “Stakeholders and Issues”
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Having an ethical code of conduct for sup-
pliers is not difficult to do, but enforcing it
will be a different story. It is imperative that
corporate leaders and employees know and
accept that such unethical practices will not
be tolerated. Applying and walking the val-
ues of integrity are not challenges
impossible to overcome. The responsibil-
ity to ensure a work place free from
corruption surely must rest with everyone
especially the leaders.

CSR has a future
The core values of CSR are economic

viability, environmental responsibility and
social accountability, and these can be
translated into diverse platforms such as
community investment and involvement;
governance and accountability; environ-
ment impacts and issues; workplace, hu-
man and labour rights, stakeholder man-
agement; and vision and values

To truly make CSR effective, companies
need to address issues that are relevant to
their people and their stakeholders. Some
of Malaysia’s leading companies, such as
Shell Malaysia, HSBC Bank, Hartman and
Golden Hope, have successfully done this
(see Table 2).

Now, the onus is on their peers to under-
stand the benefits of CSR to creating long-
term, sustainable business, which in turn
will create a brand for Malaysia as a CSR-
oriented business destination and ensure its
economic prosperity and longevity. AT
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L A W  &  A C C O U N T I N G

REVIEWING THE TRADITIONAL
CONCEPTS THAT UNDERLIE THE

Workings OF Capital Raising
by Peter Lee Siew Choong

Background
It has been reported that the private cor-

poration (the registered company) is the
most remarkable institutional innovation of
the past two centuries.1 One key reason as to
why a registered company (hereinafter re-
ferred to as company) is the preferred busi-
ness vehicle is the ability of the company to
raise capital for its operational needs.

Further, the company’s ability to raise capi-
tal at the appropriate time can also rescue
the company from being wound up on the
grounds of insolvency. At the same time, it is
to be appreciated that unregulated capital
raising may result in abuse and can be
against the interest of the existing sharehold-
ers of the company. An example of such an
abuse is the possibility of stock watering.

In respect to a company limited by shares,
whose members enjoy the benefits of lim-
ited liability, creditors’ interests are protected
by the proposition which states that a lim-
ited company cannot return its paid up share
capital to its shareholders otherwise than in
the manner prescribed by the law. Any re-
turn of the company’s paid up share capital
otherwise shall be treated as an illegal re-
duction of the company’s paid up capital.

The law in regards to capital raising must
therefore balance all these conflicting in-
terests in order to ensure its continued ef-
fectiveness. Some of our laws that regulate
capital raising are built on concepts that
were developed in the early 20th Century.

This article, among other things, seeks
to highlight to its readers:
� Some of the global corporate law reform

trends in capital raising and capital main-

1 Financial Times, 30 January 2002.
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tenance; and
� Reasons as to why fundamental concepts

that underlie the workings of capital rais-
ing would have to be reviewed.
A review of the corporate law reform

programme as implemented and proposed by
some Commonwealth countries have brought
to light the need to review two fundamental
concepts that underlie the workings of capi-
tal raising. These concepts include:
� The need of a company limited by shares

to state its authorised share capital in its
memorandum; and

� The need for shares to have a par/nomi-
nal value attached to it.
It appears that Commonwealth countries

that have implemented a corporate law re-
form programme including those that are
proposing to do so have proposed reforms
that are designed to dispense with the con-
tinued application of the above two concepts.

Reform trends in respect to the
authorised share capital clause as set
out in the company’s memorandum

Currently our Companies Act 1965 (here-
inafter referred to as CA 1965) requires a com-
pany limited by shares to include in its memo-
randum a share capital clause2 . This clause
seeks to impose a ceiling on the number of
shares that can be issued by a company. Any
issue of shares in excess of this ceiling is void3 .

Commonwealth countries such as Aus-
tralia and New Zealand that have already
implemented a corporate law reform
programme have done away with this
ceiling, its reason being to simplify the
processes of capital raising by companies.

Would doing away with the capital
clause be against the interest of

stakeholders?
The intended purpose of including a

share capital clause in the company’s memo-
randum is that it was thought that by its in-
clusion, shareholders’ and creditors’ inter-
est in a limited company would be protected.

The share capital clause in the memoran-
dum seeks to protect shareholders’ inter-
est by purportedly preventing stock water-
ing. This is because, as was noted above,
any share issued by the company in excess
of its share capital clause is void. Hence, the
share capital clause acts as a limitation on
the powers of the directors to issue shares4 .

However it must be pointed out that
Commonwealth Company legislation
includes provisions designed to deal with
stock watering.

For instance, the Australian Corporations
Act 2001 includes a statutory pre-emption
provision that in essence provides that new
issue of shares must first be offered to ex-
isting shareholders in proportion to the
number of shares held by the existing share-
holders in a company.5  It must be pointed
out that although the CA 1965 does not have
a similar provision of its Australian counter-
part, the accompanying Table A to the CA
1965 does include a provision of similar ef-
fect6 . Further, the CA 1965 also provides
that the prior approval of shareholders must
be sought before company directors can
issue any new shares: Section 132 D.

It is unlikely that creditors rely on the
company’s share capital clause when de-
ciding whether to lend money to the com-
pany or not. This is because the company’s
share capital clause is not an appropriate
indicator of the company’s ability to repay
its debt as the company need not have is-
sued all its shares at once and shares is-
sued and allotted need not be fully paid up.

Typically Commonwealth Company legis-
lation that requires a share capital clause to
be inserted in the company’s memorandum
also provides companies with the means to
increase its authorised share capital.

For instance, the English Companies Act
1985 that among other things includes a
provision of similar effect to that of our cur-
rent Section 18(1) (c)7 , enables a company
to increase its authorised share capital8 . The
CA 1965 as with its English counterpart also
has a provision of similar effect9 .

Hence, despite the prohibition against is-
suing shares in excess of the company’s
share capital clause, companies can in fact
issue shares in excess of its authorised
capital clause. However, to do so, a com-
pany must first observe the procedures set
out by the legislation by increasing its
authorised share capital first.

Thus, requiring a company to have a
share capital clause and at the same time
also providing that companies can increase
its authorised share capital merely adds to
the existing complexity of the Company’s
legislation.

Therefore, it is not surprising to note

why the UK Company Law Review Steer-
ing Group in its final report titled Modern
Company Law for a Competitive Economy
proposed among other things for the abo-
lition of the “authorised share capital”
clause in the company’s memorandum.

Par/Nominal Value of shares
The requirements that a company must

state its authorised share capital in its con-
stitution as discussed above and that
shares must be issued with a par/nominal
value are entrenched concepts of company
law in common law jurisdictions. In
Malaysia, both these concepts are reflected
in our CA 1965 and are regarded to be gen-
eral principles of Malaysian Company Law.

Yet as was noted above, various common
law jurisdictions which had once observed
these concepts as part of their respective
company law have in fact done away with
them or are in the process of recommend-
ing doing away with them.

In respect to the requirement that shares
issued must have a par value, new company
legislation or proposed reforms to existing
company legislation now provides that
shares can be issued without par value.
Such shares are referred to as NPV shares.
NPV shares are issued for an issue price
as opposed to at par value10 .

Recently, the Singapore Companies Leg-
islation and Regulatory Framework Commit-
tee (‘CLRFC’) proposed to amend its
Companies Act Chapter 50 by recommend-
ing among other things, that its companies
be allowed to issue only NPV shares.

It should be pointed out, that although the
English have been cautious in recommend-
ing the introduction of NPV shares into En-
glish company law11 , there is now a change

2 Section 18 (1) (c) CA 1965.
3 Bank of Hindustan, China & Japan v Alison (1871)

LR 6 CP 222.
4 Unregulated issuance of shares by directors can

result in abuse of power. One typical abuse is that
shares may be issued to change the current distri-
bution of voting power within a company as was
reported in Howard Smith Ltd vs. Ampol Petro-
leum Ltd [1974] AC 821.

5 Section 254 C.
6 Article 41 of Table A.
7 Section 2(5) English Companies Act 1985.
8 Section 121(2) (a) English Companies Act 1985.
9 Section 62 (1) (a).
10 South Africa, New Zealand and Australia can be

citied as examples.
11 As reflected by the Gedge Committee Report (1954)

and the Jenkins Committee Report (1962).
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Arguments in favour of abolishment of NPV

Nominal value is misleading. It obscures the reality that a share is no more than a proportionate
interest in the net worth of a business

The existence of a nominal value of a share different from its market value can cause confusion
for individuals who are newcomers to investment in shares. A stated nominal value can be mis-
leading to creditors as well as shareholders.

Nominal value can add to the complexity of a company’s financial statements. If there were no require-
ment of a nominal value, there would be no need for the concept of a share premium account.

Nominal value can lead to complexity in a company’s share capital structure. It is an established
principle of law that a limited company is not free to issue shares at a discount to its nominal value.
A limited company whose shares have a market value below their nominal value can only issue
shares at a discount provided the company first observes the complex procedures as set out in
the Company’s legislation.1  A common feature of these procedures includes among other things,
the need to make an application to the Court which involves expenses and delay and there is also
a scope for misunderstanding.
In practice a company may not wish to be seen to be forced to issue its shares at a discount. It may
prefer to create a new class of shares.
In the event the requirement of nominal value is done away with and the company can issue
NPV shares, the company would be able without any application to the Court to issue shares of
the same class at their market price.
True, a well-informed market would realise that the new issue is on more advantageous terms
than the original issue, but it would be only the market price that is relevant.

The current practise of offering shares to the public at different prices has made the question of the
par value of shares of the company immaterial. As was the case with the bigger initial public offer-
ings these shares were offered and sold at varying prices to different sets of investors. The empha-
sis was and will continue to be the offer price and not the par value of the shares in question.

Creditors do not rely on nominal value for protection. Creditors of limited companies are influ-
enced more by the company’s business reputation, its net worth and its cash flow than by the
amount contributed by its shareholders or the amount of their statutory liability to contribute.
In many cases, the capital raised by the allotment of shares has little relationship to the re-
sources employed by the company.
A company with an issued capital of $2 may be quite sound in terms of net worth or cash flow.
If a limited company were to have shares of no par/nominal value, creditors could still have the
benefit of the principle that contributions of capital are not to be returned to members before
liquidation except in an approved reduction of capital or a permitted buy-back.
This principle can be implemented by among other things, requiring that the consideration
received by a company for the allotment of its shares be carried to a contributed capital account
and restricting the distribution of the amount in that account.
Further, prohibitions can also be imposed on a company to restrict its ability to release its share-
holders from liability to pay any outstanding amount of the issue price.

Nominal value does not wholly prevent stock-watering.
The fundamental problem is one of ensuring that directors do not allot shares except for ad-
equate consideration.

Par value has given rise to unproductive complexity in accounting and substantial formality in
management.

Arguments against the abolishment of NPV

Nominal value is not misleading. Business
people are not generally misled in assessing the
value of shares by the existence of nominal value

Difficulties about issue of shares at a discount can
be removed without abolishing nominal value.
The prohibition against issuing shares at a dis-
count without the court’s approval can be over-
come in other ways.
One way would be to enact provisions allowing
for the issue of shares at a discount provided it
has been approved by the shareholders and giv-
ing creditors an opportunity to object.

in the mindset in respect to this proposal.
The UK Company Law Review Steering

Group in its final report titled Modern Com-
pany Law For A Competitive Economy had
among other things, proposed for the in-
troduction of NPV shares. However, be-
cause of the constraint imposed by the EU
Second Company Law Directive, the UK
Company Law Review Steering Group did
not take the further step of introducing
NPV shares into English company law.

Despite this, it must be pointed out that
the UK Company Law Review Steering
Group in its report strongly supported the
introduction of NPV shares as verified by
the following statement: But we believe that

Reviewing the Traditional Concepts that Underlie the Workings of Capital Raising

the abolition of par value shares for all com-
panies should be a long-term objective, and
we recommend that the Secretary of State’s
power should enable him to achieve this with-
out the need for primary legislation if and
when the EU constraint is removed.12

Arguments for and against the
introduction of NPV shares

The table sets out a summary of the ar-
guments for and against the introduction
of NPV shares.13

Perhaps the strongest criticism against
shares having a par value was that articulated
by the New Zealand Law Commission Report
No. 9 ‘Company Law Reform and Restatement’.

The New Zealand Law Commission said:
We have concluded that no useful function

is served by the par value concept. Moreover,
it is arbitrary and misleading. Its abolish-
ment would mean that financial accounts
can be greatly simplified (share premium
accounts and “reserves” are concepts that
will no longer be required)15 .

Conclusion
The CLRC, established by the Compa-

nies Commission Malaysia has been given
the gargantuan task of reviewing the Com-
panies Act 1965.

In carrying out its function, the CLRC will
have to review traditional concepts that un-

derlie the workings of the Act and if the
CLRC is of the view that its continued pres-
ervation is not in the best interest of cur-
rent corporate law, the continued applica-
tion of rules that reflect these traditional
concepts ought to be abolished so as to en-
sure that our corporate law remains contem-
porary and can enable our companies to
compete within the global scene and spur
entrepreneurship within our nation.

Peter Lee Siew Choong is the Chairman of
Working Group B and the CLRC Secretariat.

12 Page 219 para 10.7 of the Final Report.
13 These arguments were sourced from various re-

ports and papers prepared by other common law
jurisdictions. They include the Australian Compa-
nies and Securities Law Review Committee Dis-
cussion Paper 10 titled Share of no par value and
partly paid shares, the New Zealand Law Commis-
sion Report No. 9 titled Company Law Reform and
Restatement and the Final Report prepared by the
UK Company Law Review Steering Group.

14 In Malaysia shares can be issued at a discount but
provided prior to that issue the company observes
the procedures set out in s 59 CA 1965.

15 At p 93 para 381 of its report.
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As we progress information
overload enterprises have to
live with a more transparent
environment within the con-

text of stakeholders and other decision-
makers increasingly demanding reliable in-
formation. These users need to have the
confidence that information provided by an
enterprise is credible: that it has been pre-
pared objectively and presented fairly by
an organisation which has sound corporate
governance practices. Such credibility can
be enhanced by accountants giving their
professional verification.” (Excerpt from
Accountants Today’s Editor’s Note, Decem-
ber 2004 issue, Volume 17 Number 11).

While agreeing that professional verifi-
cation can enhance credibility, we need to
take a step back and look at the process of
providing reliable information that stake-
holders and other decision-makers de-
mand of an enterprise.

Speaking as an IT services provider, our
interest would be basic i.e. to provide a
system that helps the organisation to store,
manage and retrieve information for further
usage, and interpretation and application.

According to market analyst International
Data Corporation (IDC), today, organisations
find it more cost effective to procure IT solu-
tions that are explicitly designed and pack-
aged to address particular business and tech-
nology issues. There are two trends available
in the market: One can choose to deploy so-
lutions on an “insourced” basis, which means
building an additional IT infrastructure
within an organisation, or one can choose to
deploy on an “outsourced” basis, meaning
the solutions are delivered discreetly as a ser-
vice. These trends are increasingly driving

T E C H N O L O G Y

Information Technology
AND

Information Management
by Rudi Nazaruddin

“

IT products and service providers to build
specialised products and practices around IT
solutions such as business intelligence (BI),
knowledge management (KM), e-com-
merce, customer relationship management,
enterprise resource management, security,
storage and supply chain management.

While we are no experts in the field of ac-
countancy, we have a very good grasp of the
needs of technology for business. Vice versa,
while you may be the expert in your area of
business/work, you may not be competent
enough to handle the technology needs of

ACCOUNTANTS TODAY • January & February 2005
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your system or company.
IDC believes that the most important

channels for independent software vendors
(ISVs) are system integrators (SIs) and
value-added resellers (VARs) since they are
the ultimate contact point with end custom-
ers. A poor SI with poor experience would
certainly jeopardise the sales of a particu-
lar ISV’s product. In response, ISVs should
be prudent about appointing SIs and VARs.
Partnership programmes based on SI’s and
VAR’s experience, capabilities, and sales
volume are a common approach nowadays.

What you need to get started on
managing information?

First of all, look for an integrated busi-
ness software solution that allows you to
replace as much or as little of your exist-
ing system as necessary. The solution
should provide you the option to choose
from application areas for financial man-
agement, manufacturing, distribution, cus-
tomer relationship management and e-
business. A good integrated business soft-
ware solution should meet the following
general but important needs:

For reliable information in real-time —
Enterprise leaders can automate, streamline
and effectively manage all aspects of their
activities, from production to stock manage-
ment, sales, transportation management,
accounting and purchasing, and of course
procurement, operations, payroll, human
resources, and e-business solutions.

A scalable solution — Depending on
your enterprise’s level of automation, the
solution should offer different modules to
help you build a solution to suit your busi-

Information Technology and Information Management

ness processes. Thanks to its remarkable
client-server technology and integrated de-
velopment tools, you can make changes in
less time than it would take to modify your
operating methods.

Easy to use — Typically a Windows
graphical environment. Users can easily
navigate through the application’s screens
and use the menu bars, which are the same
as Microsoft’s desktop applications.

Implementation should be fast and effi-
cient, and with no surprises. With one in-
tegrated solution, your information is al-
ways accurate, and you no longer have to
waste time reconciling numbers that you
used to pull out of various systems. Start
with core business and financial informa-
tion, such as invoicing, cost control, book-
keeping and inventory. Add more financial,
CRM, manufacturing, distribution and e-
business applications as your business
grows. The software should be exception-
ally easy to maintain, and have pro-
grammes for ongoing support, including
training and upgrade programmes.

Compatible with other
Microsoft products

Compatibility with Microsoft Of fice™
and Microsoft Outlook™ greatly simplifies
your communications and inter-application
data exchange. Microsoft Navision can be
integrated into applications such as report
generators, dashboards and data ware-
houses.

Microsoft Navision™ modules

FINANCIAL MANAGEMENT

� General Ledger

� Receivables & Payables

� Cash Manager

� Fixed Assets

� Human Resources

� Budgeting and Reporting

� Consolidation

� Project Management

� Multiple Dimensions

� Multi Currency

The Microsoft Navision™
advantage

� Get real-time information on all opera-
tions, when and where you want it

� Share information company-wide for
more informed and accurate decision-
making

� Reduce your operating costs and
boost productivity

� Raise the bar on customer service and
retention
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The writer is the Managing Director of Formis
(M) Bhd, a company that specialises in the pro-
vision of technology for critical business systems.
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In addition to writing
about financial planning,
I have found it both per-
sonally gratifying and

professionally rewarding to
speak on the subject. The com-
mon denominator between the
two activities is crystal clear
communication of a message.

Toward this end, my involve-
ment with two associations —
the Financial Planning Associa-
tion of Malaysia (FPAM,
www.fpam.org.my) and the Ma-
laysian Association of Profes-
sional Speakers (MAPS,
www.malaysiaspeakers.org) —
has created a unique synergy
that’s yielded great fruits of pri-
vate labour.

Those fruits have come in
the form of financial remunera-
tion, professional recognition
and personal fulfilment. Inter-
estingly, along the way, I’ve dis-
covered while clarity of think-
ing is important for effective

written communication, it be-
comes downright crucial when
my goal is to build a verbal
bridge between my thoughts
and an audience member’s
mind and heart.

This gels with an observation
made by 19th century philoso-
pher Ar thur Schopenhauer
more than 150 years ago: “A li-
brary may be very large; but if it
is in disorder, it is not so useful
as one that is small but well ar-
ranged. In the same way, a man
may have a great mass of knowl-
edge, but if he has not worked it
up by thinking it over for him-
self, it has much less value than
a far smaller amount which he
has thoroughly pondered.”

Here’s a very personal ex-
ample of such a distilled struc-
ture. I’ve only learnt very re-
cently the practical truth under-
pinning the dictum ‘less is
more’ in the realm of public
speaking. The catalyst to that

M O N E Y  T R E E

Physicists love the word ‘entropy’. It refers to the

tendency every natural system has to move from a

state of order to that of maximum chaos. Entropy

explains why astronomers believe the universe appears

to be heading toward a final ‘heat death’ countless

billions of years from now. Entropy can also be used to

rationalise why your clients’ accounts sometimes refuse

to balance; and why your teenager’s bedroom might

look like a concussion grenade just went off in it.

Not surprisingly, entropy also works in our

financial lives. This regular feature represents

Accountants Today’s serious bid to educate all

Malaysians on the need for wise adherence to

sensible financial planning principles and

strategies. Each accountant is a centre of influence

— in your office, to your colleagues and clients;

and in your home, to your family. Money Tree is

thus designed to help you learn and then teach —

in steps — all that is important in crafting a life

of financial abundance, bounty and contentment.

THE TRIPOD OF

Personal Finance
by Rajen Devadason



53January & February 2005 • ACCOUNTANTS TODAY

revelation was this observation by Alexis
de Tocqueville, “Sometimes men who can-
not speak, can … have a greater effect, in
the right circumstances, than the finest
speakers. They bring only one idea, the idea
of the moment, engraved in a single phrase,
and then somehow they place it on the ros-
trum like an inscription in big letters which
all read and immediately recognise in their
own thoughts.”

So, in my bid to keep things as uncom-
plicated as I can, in both my retirement
planning and financial planning keynote
speeches and training workshops, for in-
stance, I always explain right upfront the
three key elements of any sound financial
plan — wealth protection, wealth accumu-
lation and wealth distribution.

Through trial and error, I’ve learnt a use-
ful way to help audiences grasp the dy-
namic interconnections between those
three components: Explaining how and
why the relative importance of each com-
ponent evolves as people age!

For instance, the need to use life insur-
ance as the core wealth-protecting instru-
ment is especially great when we are just
starting out in life and have loads of poten-
tial but depressingly little actual wealth.

A youngish man, for instance, who has
parents he helps financially, a wife who
earns less than he does, and one or two
very young children who are dependent on
him and his wife, must seriously consider
using the most cost effective form of in-
surance. In my opinion, this is usually term
insurance with relevant total permanent
disability (TPD) riders added on because
of the ‘maximum bang for buck’ guideline
we all should adhere to when making the
classic economic decision of allocating
scarce monetary resources.

In hindsight, this phase passes far too
quickly. As James Russell Lowell said dur-
ing a Harvard University anniversary din-
ner in 1886, “If youth be a defect, it is one
that we outgrow only too soon.”

And so it goes, as the years fly by and
his career blossoms, wealth accumulation
soon enough becomes the most important
piece of our example’s financial jigsaw
puzzle. The most common instruments
used in Malaysia to accumulate personal
wealth are property, listed stocks, unit
trusts (of equity, bond and money market

flavours), bank deposits, EPF and, increas-
ingly, ownership of a personal or family
business.

Of course, it is important to never lose
sight that a person’s worth as a human
being is not the same as his net worth. But
we cannot escape the truth that in the nar-

row dimension of finance, the sole arbiter
of a person’s success as an accumulator of
wealth is what his net worth statement re-
flects!

This means both key components of a
balance sheet come into play: a person’s
assets and his or her liabilities.

The Tripod of Personal Finance

“If youth be a defect, it is one that we outgrow only too soon.”
James Russell Lowell Harvard University anniversary dinner in 1886

USE THE TRIPOD
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So, in addition to wisely accumulating
assets through the purchase of invest-
ments and the building of businesses, in-
telligent management and often ‘early re-
tirement’ of personal liabilities is vital for
success during this exciting phase of life.

Later on, as retirement looms large, the
need to use a will (and less commonly a
trust) becomes a major consideration
to ensure the wealth that has been ac-
cumulated (and which continues to
grow through the expansion of both
active and passive income streams and
capital gains) is passed on to the next
generation in a manner consistent with
the individual’s wishes.

Those three areas form the legs of a
tripod supporting, with stability and
steadiness, a holistic financial construct.
I urge you to take time to see if you your-
self have crafted, with or without the
help of a financial planner, a complete
financial blueprint that includes all three
components.

As the official Certified Financial Plan-
ner Board of Standards (www.cfp.net)
definition of financial planning is ‘the pro-
cess of meeting your life goals through
the proper management of your fi-
nances’, it isn’t surprising I’ve encoun-
tered overwhelming curiosity on the part
of the Malaysian public concerning how
each piece of the financial life puzzle
should come together.

Sadly, there is no single, one-size-fits-
all answer.

Personal customisation is the key to suc-
cess, which is where the value of working
with an experienced, legitimate, creden-
tialed and licensed financial planner be-
comes evident. (Incidentally, based on cur-
rent Malaysian law, only those individuals
who meet the Securities Commission’s
strict requirements may call themselves
‘financial planners’ in Malaysia.)

Those criteria currently include being
either a Certified Financial Planner (CFP)
or Chartered Financial Consultant (ChFC),
having a net worth, or paid up capital un-
impaired by losses (for a company), of
RM50,000, and possessing an investment
adviser’s licence (IAL) issued by the SC.
In a briefing and dialogue session I mod-
erated in December 2004 between the SC
and the Financial Planning Association of

Malaysia (FPAM), the clearest message
that came across from the regulator was
that it saw its main task to be the guardian
of the ‘little guy’.

While I believe a lot more can be done
to streamline the process of qualifying fi-
nancial planners to practice in Malaysia,
the pervading undercurrent of extending

a blanket of protection to the retail public
by the SC is commendable, and will, I sus-
pect, raise domestic financial planning pro-
fessionalism several notches over the next
12 months.

And even though I don’t believe more
than 20 per cent of working Malaysians
have sufficient resources to warrant work-
ing directly with a qualified, legally com-
pliant financial planner, on either a fee or
commission basis, there is no doubt in my
mind great good can be done for everyone
within our 10 million-strong domestic
workforce who is sufficiently motivated to
want to implement sound financial plan-
ning guidelines.

That’s where the education of the
masses comes into play, and why I believe
articles in the print media, and live events
organised by proactive corporations on

their own or even in conjunction with bod-
ies like MAPS, for instance, can play such
a gargantuan role in disseminating the
good news of financial planning across Ma-
laysia!

Understand, however, that such events
help spread the message, albeit thinly,
across our land. More in-depth knowledge

can be secured through academic study
or hands-on field experience. I prefer a
combination of the two, with emphasis
on the field experience.

You see, through his or her interac-
tion with perhaps scores of clients, a
competent financial planner develops an
intuitive sense that cannot be sucked up
of f the written page. This intuition
guides the financial planner in assess-
ing which of those three components
— wealth protection, wealth accumula-
tion or wealth distribution — needs to
be taken care of first, and which can and
should be dealt with later, and how best
to do so.

Personally, I must admit to being bi-
ased as far as my interest and passion
go. I would much rather work on the
wealth accumulation side of the tripar-
tite financial planning equation because
I find it the most exciting area of involve-
ment.

Other financial professionals may
hold different views. That’s why it is so
important anyone thinking of working
with a financial planner takes the time

to see if there is a clear correspondence
between what his chief needs are and what
the potential planner’s unique selling
propositions (USPs) are.

So, as a key action step, I would suggest
you spend the next five to ten days mull-
ing over the simple Protection-Accumula-
tion-Distribution model I’ve outlined here.

Throughout that time, ask yourself
which area needs the most intense scru-
tiny and action in your life and that of your
loved ones — given your current situation
and your long-term goals.

Think on paper. Turn those thoughts into
a clear plan of action. Then act boldly.

Rajen Devadason, a certified financial planner, is
a speaker, author and independent consultant. He
is CEO of a corporate mentoring consultancy, RD
WealthCreation Sdn Bhd. Rajen welcomes feed-
back at rajen@RajenDevadason.com.

The Tripod of Personal Finance

“Think on paper. Turn those

thoughts into a clear plan of action.

Then act boldly”.

AT
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Having been
bombarded
with so much
p u b l i c i t y
about it, few

people will have failed to realise that 2004
is the first year for which individuals will
have to handle their income tax
responsibilities under the self-assessment
system. With the earliest income tax return
submission date just around the corner,
April 30, 2005 for individuals not in
business, many are feeling apprehensive
about what will be expected of them.
Against the background, it is timely indeed
that a new book intriguingly titled
Satisfying Karen’s Curiosity has just come
onto the market. A title like that and the
eye-catching cover of the book will cer-
tainly fan the curiosity of the reader.

A closer look at the cover will reveal that
the book actually deals with the subject of
personal taxation in Malaysia. Through fur-
ther examination the reader will realise that
the author has very creatively chosen to
present the information through a series of
lively personal conversations. Through
them, the reader meets the people involved:
the mythical Karen, her friends and family
members and their tax expert. The conver-
sations are engaging, the questions are
those which are concise and clear. In adopt-
ing this approach, the author has managed
to achieve a unique combination — an in-
teresting read combined with a comprehen-
sive tax knowledge source.

The layout of the book is appealing and
the text is easy to the eye, certainly not the
look which is normally associated with books
on the serious matter of taxation. At the end
of each conversation, the publishers have
included a useful summary, which clearly
sums up the key points in the conversation.
Cross-references to related topics make
navigation through the book really easy
while instructive examples explain the
working of topics which are more complex.

B O O K  R E V I E W

Satisfying Karen’s Curiosity:
Q&A on Personal Taxation in Malaysia
Author: Richard Thornton

Publisher: Sweet & Maxwell Asia

Price: RM49.00

As the Inland Revenue is the authority
which administers the taxation system, it
is helpful that its relevant guidelines and
public rulings have been included for the
convenient reference of readers. For those
who are unfamiliar with taxation, a Glos-
sary of Tax Terms explains in simple lan-
guage the meaning of common technical
taxation terms.

With this book having come out so soon
after the Budget 2005, the reader will want
to be reassured that it takes into account the
forthcoming changes. It will come as a relief
that all of the relevant Budget 2005 proposals
seem to have been covered, as evidenced by
the helpful footnotes indicating the position
for the tax year 2005. This is done without
forgetting that many taxpayers will still have
to settle their tax affairs for the 2004 tax year
during 2005. These taxpayers need not
worry. The book includes the tax position
for 2004 as well as for 2005, so it is fully up-
to-date and will continue to be useful for quite
some time to come.

Given the popularity of the author from
his earlier book 100 Ways to Save Tax in
Malaysia and his credentials as a chartered
tax adviser, this book is a must read. At an
affordable price which makes it very good
value for money it deserve to be a bestseller.

Satisfying Karen’s Curiosity will certainly
appeal to anybody who wishes to read up
on personal taxation in jargon-free language.
Persons with little or no tax knowledge will
like the straightforward style in which the
information is presented. Students and tax
practitioners will no doubt appreciate the
comprehensive coverage of personal
taxation in this very easy-to-read book.

The author is to be congratulated on
coming out with this eminently readable
book that helps to clear away the mystery
about income tax. After meeting Karen and
her friends, readers will no doubt wonder
why personal taxation appears just so very
easy — certainly testimony to the very lu-
cid content of this book!

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

Renewal of Audit and
Liquidator Licence

Members are hereby informed that
the Ministry of Finance (MOF) now re-
quires applicants applying for renewal of
audit and liquidator licence to enclose a
list of companies audited for the last two
years subsequent to the renewal of the
previous licence. The list of companies are
limited to those listed under the Bursa
Malaysia Securities Berhad including its
subsidiaries.

The above shall take effect from 1 Janu-
ary 2005.

Members are also reminded to com-
plete five sets of the new statutory dec-
laration form, Form M1(A), which is
enclosed when applying to renew the au-
dit licence. This form was previously
completed on an optional basis but the
Council of the Institute has made it man-
datory.

This statutory declaration form should
be submitted together with the form for the
renewal of audit licence (Borang C).

This shall also take effect from 1 Janu-
ary 2005.

Please be guided accordingly.

1

2

AT

AT

New address of the
Processing Centre (Pusat
Pemprosesan) of the IRB
Please be informed that with ef fect from
3 January 2005 the Processing Centre
of the IRB will  be at the following
address:

Pusat Pemprosesan
Lembaga Hasil Dalam Negeri
Aras 12-18, Menara C
Persiaran MPAJ
Jalan Pandan Utama
Pandan Indah
55100 Kuala Lumpur
Tel: +603-4296 8953/4296 2614/4296 8341
Fax: +603-4297 5044

In this regard, please direct all corre-
spondence and return forms to the above
address in the future.

AT
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Please be informed that with ef fect from
3 January 2005 the Processing Centre
of the IRB will  be at the following
address:

Pusat Pemprosesan
Lembaga Hasil Dalam Negeri
Aras 12-18, Menara C
Persiaran MPAJ
Jalan Pandan Utama
Pandan Indah
55100 Kuala Lumpur
Tel: +603-4296 8953/4296 2614/4296 8341
Fax: +603-4297 5044

In this regard, please direct all corre-
spondence and return forms to the above
address in the future.

AT
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MASB Moves Closer to Convergence with
their planned renaming of MASB Standards

The Financial Reporting Foun-
dation and the Malaysian Ac-
counting Standards Board
moved closer to world conver-
gence of accounting standards
when they jointly announced
their plan to change the nomen-
clature of MASB Standards. Be-
ginning 1 January 2005, existing
MASB Standards will be re-
named Financial Reporting Stan-
dards ‘FRS’ in line with similar
moves by other countries in this
region to change the name of
their standards.

When the International Ac-
counting Standards Board de-
cided to change their standards
to become ‘International Finan-
cial Reporting Standards’, the
world accounting community
accepted the decision favourably,
as it reflects the need to serve
the investing community better
through transparent financial re-
por ting. The new move to
change the nomenclature in
Malaysia is to keep up with the
developments worldwide.

“The change reflects our de-
sire to align the accounting stan-
dards to the international ac-
counting standards. More im-
portantly, the move to change to
FRS is an indication of our com-
mitment to the initiatives taken
by the International Accounting

Standards Board (IASB) in de-
veloping a set of global account-
ing standards”, said Dato’ Johan
Raslan, Chairman of the Finan-
cial Reporting Foundation.

Dato’ Zainal Abidin Putih, the
Chairman of MASB added “The
change is one of the first few
steps in aligning the accounting
standards. Going forward, we
will be more actively involved in
the process of setting the world
accounting standards. For ex-
ample, we are now a member of
a working group to review an
accounting standard for IASB
and eventually that standard will
become a world standard. We
have played an active role in pro-
viding views to the IASB during
the proposal stage before they
finalise other accounting stan-
dards. This is to ensure that our
views and issues pertinent to our
constituents are considered by
the body”, he added.

In addition to the name
change, MASB will also change
the numbering of the standards
to correspond to those of the
international standards. This
move will eliminate the past
anomaly when the number of
the MASB Standards has not
been the same as the numbers
assigned to the respective in-
ternational standards.

The change will take effect for
companies preparing financial
statements for annual periods
beginning on or after 1 January
2005. This means that the first
set of financial statements using
the new nomenclature will ap-
pear in 2006. However, accord-
ing to Johan, companies are en-
couraged to use the new nomen-
clature from 1 January 2005, be-
cause the name and number
changes will streamline our stan-
dards with the international stan-
dards, making it easier for inves-
tors, preparers and auditors to
see the relationship between the
two.

New name Title Old name

FRS1 First-time Adoption of Financial
Reporting Standards

FRS2 Share-based Payment
FRS3 Business Combinations
FRS4 Insurance Contracts
FRS5 Non-Current Assets Held for Sale &

Discontinued Operations
FRS101 Presentation of Financial Statements MASB 1
FRS102 Inventories MASB 2
FRS104 Depreciation Accounting MASB 14
FRS107 Cash Flow Statements MASB 5
FRS108 Net Profit or Loss for the Period, Fundamental

Errors and Changes in Accounting Policies MASB 3
FRS109 Research and Development Costs MASB 4
FRS110 Events After the Balance Sheet Date MASB 19
FRS111 Construction Contracts MASB 7
FRS112 Income Taxes MASB 25
FRS114 Segment Reporting MASB 22
FRS116 Property, Plant & Equipment MASB 15
FRS117 Leases MASB 10
FRS118 Revenue MASB 9
FRS119 Employee Benefits MASB 29
FRS120 Accounting for Government Grants and

Disclosure of Government Assistance MASB 31
FRS121 The Effects of Changes in Foreign Exchange Rates MASB 6
FRS122 Business Combinations MASB 21
FRS123 Borrowing Costs MASB 27
FRS124 Related Party Disclosures MASB 8
FRS125 Accounting for Investments IAS 25
FRS126 Accounting and Reporting by Retirement

Benefit Plans MASB 30
FRS127 Consolidated Financial Statements and

Investments in Subsidiaries MASB 11
FRS128 Investments in Associates MASB 12
FRS129 Financial Reporting in Hyperinflationary Economies IAS 29
FRS130 Disclosures in the Financial Statements of

Banks and Similar Financial Institutions
FRS131 Financial Reporting of Interests in Joint Venture MASB 16
FRS132 Financial Instruments: Disclosure & Presentation MASB 24
FRS133 Earnings Per Share MASB 13
FRS134 Interim Financial Reporting MASB 26
FRS135 Discontinuing Operations MASB 28
FRS136 Impairment of Assets MASB 23
FRS137 Provisions, Contingent Liabilities &

Contingent Assets MASB 20
FRS138 Intangible Assets
FRS139 Financial Instruments: Recognition & Measurement
FRS140 Investment Property
FRS141 Agriculture
FRS201 Property Development Activities MASB 32
FRS202 General Insurance Business MASB 17
FRS203 Life Insurance Business MASB 18
FRS204 Accounting for Aquaculture MAS 5
FRS i-1 Presentation of Financial Statements for

Islamic Financial Institutions MASB i-1

FRS1 to 5 are standards that are newly
introduced by the international body
and currently being reviewed by MASB.
When issued as standards, MASB will
carry the same number as those used
by the IASB. Hence, IFRS1 to 5 are
FRS1 to 5 in Malaysia.

FRS with 100 prefix corresponds to its
equivalent IAS. Hence, FRS112 is
equivalent to IAS12. Previously it was
MASB25.

FRS with 200 prefix denotes a locally de-
veloped standard with no equivalent in-
ternational standard. Hence FRS201 is
a local standard where there is no in-
ternational standard.

FRS with i prefix denotes an Islamic fi-
nancial reporting standard.

Proposed migration of MASB Standards to
Financial Reporting Standards beginning 1 January 2005

AT
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ED 44 Share-based Payment
ED 44 is identical to IFRS 2 Share-based

Payment, which was issued by IASB in Feb-
ruary 2004. The objective of ED 44 is to
specify the financial reporting by an entity
when it undertakes a share-based payment
transaction. In particular, ED 44 requires
an entity to reflect in its profit or loss and
financial position the effects of share-based
payment transactions in the same way as
other transactions in which an entity re-
ceives resources as consideration for its
equity instruments. The proposals in ED
44 therefore include recognising an ex-
pense for the consumption of the resources
received, whether in the form of employee
services, other services, or goods. The is-
suance of ED 44 is very timely, given the
demand for greater transparency in finan-
cial reporting, particularly with regard to
employee share options which have been
increasingly used as a feature of employee
remuneration.

Business Implications:
Companies which have not been

recognising employee share options in the
financial statements, or if recognised, were
not at fair value will feel the impact of this
Standard if in the past, they have not been
recognising employee share options as an
expense. The companies’ expenses would
have been understated and its profits over-
stated. With this Standard, companies need
to fair value its employee share options and
recognise it as an expense in the period the
services are consumed.

MASB Issues Three Exposure Drafts
The Malaysian Accounting Standards Board (MASB) published three

Exposure Drafts (ED) for public comment and invites professional ac-

countancy bodies, public listed companies, regulators, individuals and

any other interested parties to comment on the proposed Standards.

The public is invited to give feedback on the following proposed Stan-

dards:

1. ED 44 Share-based Payment

2. ED 45 Financial Instruments: Disclosure and Presentation

3. ED 35 (revised) Financial Instruments: Recognition and Measurement

ED 45 and ED 35 (revised)
ED 45 and ED 35 (revised) are standards

on financial instruments. The former is a
disclosure standard and the latter is a rec-
ognition & measurement standard.

ED 45 Financial Instruments:
Disclosure and Presentation

ED 45 is virtually identical to IAS 32 (re-
vised) Financial Instruments: Disclosure and
Presentation, which was issued by IASB in
December 2003. When finalised, ED 45 will
supersede the existing MASB 24 Financial
Instruments: Disclosure and Presentation. The
main objective of the revision in ED 45 is to
provide additional guidance on selected mat-
ters — such as the measurement of the com-
ponents of a compound financial instrument
on initial recognition, and the classification
of derivatives based on an entity’s own shares
— and to locate all disclosures relating to fi-
nancial instruments in one Standard.

Business Implications:
ED 45 calls for reclassification of certain

instruments from equity to financial liabil-
ity. The additional guidance in ED 45
makes it clear that a financial instrument
that gives the holder the right to put it back
to the issuer for cash or another financial
asset (a ‘puttable instrument’) is a finan-
cial liability. For example, open-ended mu-
tual funds, unit trusts, and some co-opera-
tive entities may provide their unit hold-
ers or members with a right to redeem
their interests in the issuer at any time for
cash equal to their proportionate share of

the asset value of the issuer.
Classification of a financial instrument as

a financial liability or equity is important
as it determines the treatment of the inter-
est, dividends, losses or gains of the finan-
cial instrument as an item of income or ex-
pense, or as changes in equity.

ED 45, unlike the existing MASB 24, pro-
poses that transactions conducted on the
basis of Shariah precepts should be within
the scope of the Standard. An entity shall
disclose additional information if it is for
purposes of compliance with Shariah pre-
cepts. When MASB 24 was issued, the de-
cision to scope out transactions conducted
on the basis of Shariah precepts was in
view of the development of an Islamic ac-
counting standard on the subject matter.
However, the issuance of the said Islamic
accounting standard is not expected in the
near future, and hence to close the gap in
accounting standards, ED 45 proposes that
transactions conducted on the basis of
Shariah precepts shall be within its scope.

ED 35 (revised) Financial
Instruments: Recognition and

Measurement
ED 35 (revised) is virtually identical to

IAS 39 (revised) Financial Instruments:
Recognition and Measurement, which was
issued by IASB in December 2003. ED 35
(revised) has incorporated the limited revi-
sion to IAS 39 (revised) with regard to Fair
Value Hedge Accounting for a Portfolio Hedge
of Interest Rate Risk and Transition & Initial
Recognition of Financial Assets and
Financial Liabilities, issued by the IASB in
March and December 2004 respectively. It
has also incorporated the proposals in two
other IASB EDs relating to IAS 39. Although
the IASB has yet to finalise them as
Standards, the Board believed that by
incorporating these amendments, the pub-
lic would be informed of the latest propos-
als of the IASB Board with regard to the
project on financial instruments. The main
objective of the revision in ED 35 (revised)
is to provide additional guidance on selected
matters such as derecognition, when
financial assets and financial liabilities may
be measured at fair value, how to assess
impairment, how to determine fair value and
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some aspects of hedge accounting.
The original ED 35, which was identical

to IAS 39 (revised 2000) was issued by the
Board in September 2002. Due to the ongo-
ing revisions to IAS 39 (revised 2000), the
Board decided to withhold the work on ED
35 then. The Board believes that it is timely
now to re-expose ED 35 based on all the lat-
est proposals of the IASB with regard to the
standard on financial instruments.

Business Implications:
ED 35 (revised) requires companies to

recognise all financial instruments, includ-
ing all derivatives. Similar to ED 45, trans-
actions conducted on the basis of Shariah
precepts are now within the scope of the
proposed Standard.

The time has come for companies to re-
flect their derivatives in the financial state-
ments. Derivatives include forwards, swaps
and options. Financial instruments, includ-
ing derivatives, can be useful tools for man-
aging risk. In this regard, ED 35 (revised)
requires companies to disclose their expo-
sure to financial instruments and to account
for their effects. In particular, the proposed
Standard requires derivatives to be reported
at their fair value, rather than at cost. This
overcomes the problem that the cost of a
derivative is often nil or immaterial and
hence if derivatives are measured at cost,
they would often not be included in the bal-
ance sheet at all. In contrast, measuring
derivatives at fair value ensures that their
leveraged nature is reported.

Comment Period
Interested parties are welcome to give

comments on the EDs to the MASB by 31
March 2005. Copies of the proposed Stan-
dards are available free of charge at:

Malaysian Accounting Standards Board
Suites 5.01-5.03, 5th Floor
338, Jalan Tuanku Abdul Rahman
50100 Kuala Lumpur
Tel: 03-2715 9199; Fax: 03- 2715 9212
e-mail: masb@masb.org.my

Alternatively, the proposed Standards
are also available on the MASB website at
www.masb.org.my/masbdp_edonline.asp.
The public may also provide their com-
ments electronically through ED Online on
our website.

Notes:
Main features of ED 44
� The Standard sets out measurement

principles and specific requirements for
three types of share-based payment
transactions: (a) equity-settled share-
based payment transactions; (b) cash-
settled share-based payment transac-
tions; and (c) share-based payment
transactions with cash alternatives.

� For equity-settled share-based payment
transactions, an entity is required to
measure the goods and services re-
ceived, and the corresponding increase
in equity at the fair value of the goods
and services received, unless that fair
value cannot be estimated reliably.

� For cash-settled share-based payment
transactions, an entity is required to mea-
sure the goods and services acquired and
the liability incurred at the fair value of
the liability. Until the liability is settled,
the entity is required to remeasure the
fair value of the liability at each reporting
date and at the settlement date. Any
changes in value is recognised in profit
or loss for the period.

� For share-based payment transactions
that provide the entity or the supplier
with a choice to settle either by equity
or cash, the entity is required to account
for the transaction as a cash-settled
share-based payment transaction, if a li-
ability is incurred to settle in cash. If not,
it would be accounted as an equity-
settled share-based payment transaction.

Main changes proposed in ED 45
� The Standard provides guidance on how to

determine whether a financial instrument
is a financial liability or equity instrument.

� A financial instrument that gives the holder
the right to put the instrument back to the
issuer for cash or another financial asset
is a financial liability of the issuer.

� When measuring compound financial
instruments on initial recognition, the eq-
uity component is assigned the residual
amount after deducting from the fair value
of the instrument as a whole the amount
separately determined for the liability
component.

Disclosure requirements have been added for:

� Information about the use of valuation
techniques;

� The carrying amounts of financial assets
and financial liabilities that are classified
as held for trading and those that are
designated upon initial recognition at fair
value through profit or loss;

� The amount of change in fair value of a
financial liability designated as at fair
value through profit or loss that is not
attributable to changes in a benchmark
interest rate;

� Disclosure on issued compound financial
instruments with multiple embedded
derivative features that have interdepen-
dent values; and

� Information on any defaults on loans pay-
able and other breaches of loan agree-
ments.

Main changes proposed in ED 35 (Revised)
� Financial guarantee contracts is included

in the scope.

� A commitment to provide loan at below-
market rate is initially measured at fair value
and subsequently at the higher of (a) the
amount that would be recognised under
MASB 20 and (b) the amount initially
recognised less cumulative amortisation.

� For derecognition transactions, the Stan-
dard retains the two main concepts of risks
and rewards and control. However, it clari-
fies that the evaluation of the transfer of
risks and rewards of ownership precedes
the evaluation of the transfer of control.

� The Standard permits an entity to desig-
nate any financial asset or financial liabil-
ity on initial recognition, as one to be
measured at fair value, with changes
recognised in profit or loss.

� The Standard provides additional guid-
ance about how to determine fair values
using valuation techniques.

� The Standard clarifies that an impair-
ment loss is recognised only when it has
been incurred. It also provides guidance
about how to evaluate impairment that
is inherent in a group of loans, receiv-
ables or held-to-maturity investments.

� Hedges of firm commitments are treated
as fair value hedges and hedges of for-
eign currency risks can be either cash
flow hedges or fair value hedges.

� The disclosure requirements previously
in MASB ED 35 have been moved to
MASB ED 45. AT

Malaysian Accounting Standards Board
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Having been
bombarded
with so much
p u b l i c i t y
about it, few

people will have failed to realise that 2004
is the first year for which individuals will
have to handle their income tax
responsibilities under the self-assessment
system. With the earliest income tax return
submission date just around the corner,
April 30, 2005 for individuals not in
business, many are feeling apprehensive
about what will be expected of them.
Against the background, it is timely indeed
that a new book intriguingly titled
Satisfying Karen’s Curiosity has just come
onto the market. A title like that and the
eye-catching cover of the book will cer-
tainly fan the curiosity of the reader.

A closer look at the cover will reveal that
the book actually deals with the subject of
personal taxation in Malaysia. Through fur-
ther examination the reader will realise that
the author has very creatively chosen to
present the information through a series of
lively personal conversations. Through
them, the reader meets the people involved:
the mythical Karen, her friends and family
members and their tax expert. The conver-
sations are engaging, the questions are
those which are concise and clear. In adopt-
ing this approach, the author has managed
to achieve a unique combination — an in-
teresting read combined with a comprehen-
sive tax knowledge source.

The layout of the book is appealing and
the text is easy to the eye, certainly not the
look which is normally associated with books
on the serious matter of taxation. At the end
of each conversation, the publishers have
included a useful summary, which clearly
sums up the key points in the conversation.
Cross-references to related topics make
navigation through the book really easy
while instructive examples explain the
working of topics which are more complex.

B O O K  R E V I E W

Satisfying Karen’s Curiosity:
Q&A on Personal Taxation in Malaysia
Author: Richard Thornton

Publisher: Sweet & Maxwell Asia

Price: RM49.00

As the Inland Revenue is the authority
which administers the taxation system, it
is helpful that its relevant guidelines and
public rulings have been included for the
convenient reference of readers. For those
who are unfamiliar with taxation, a Glos-
sary of Tax Terms explains in simple lan-
guage the meaning of common technical
taxation terms.

With this book having come out so soon
after the Budget 2005, the reader will want
to be reassured that it takes into account the
forthcoming changes. It will come as a relief
that all of the relevant Budget 2005 proposals
seem to have been covered, as evidenced by
the helpful footnotes indicating the position
for the tax year 2005. This is done without
forgetting that many taxpayers will still have
to settle their tax affairs for the 2004 tax year
during 2005. These taxpayers need not
worry. The book includes the tax position
for 2004 as well as for 2005, so it is fully up-
to-date and will continue to be useful for quite
some time to come.

Given the popularity of the author from
his earlier book 100 Ways to Save Tax in
Malaysia and his credentials as a chartered
tax adviser, this book is a must read. At an
affordable price which makes it very good
value for money it deserve to be a bestseller.

Satisfying Karen’s Curiosity will certainly
appeal to anybody who wishes to read up
on personal taxation in jargon-free language.
Persons with little or no tax knowledge will
like the straightforward style in which the
information is presented. Students and tax
practitioners will no doubt appreciate the
comprehensive coverage of personal
taxation in this very easy-to-read book.

The author is to be congratulated on
coming out with this eminently readable
book that helps to clear away the mystery
about income tax. After meeting Karen and
her friends, readers will no doubt wonder
why personal taxation appears just so very
easy — certainly testimony to the very lu-
cid content of this book!

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

Renewal of Audit and
Liquidator Licence

Members are hereby informed that
the Ministry of Finance (MOF) now re-
quires applicants applying for renewal of
audit and liquidator licence to enclose a
list of companies audited for the last two
years subsequent to the renewal of the
previous licence. The list of companies are
limited to those listed under the Bursa
Malaysia Securities Berhad including its
subsidiaries.

The above shall take effect from 1 Janu-
ary 2005.

Members are also reminded to com-
plete five sets of the new statutory dec-
laration form, Form M1(A), which is
enclosed when applying to renew the au-
dit licence. This form was previously
completed on an optional basis but the
Council of the Institute has made it man-
datory.

This statutory declaration form should
be submitted together with the form for the
renewal of audit licence (Borang C).

This shall also take effect from 1 Janu-
ary 2005.

Please be guided accordingly.

1

2

AT

AT

New address of the
Processing Centre (Pusat
Pemprosesan) of the IRB
Please be informed that with ef fect from
3 January 2005 the Processing Centre
of the IRB will  be at the following
address:

Pusat Pemprosesan
Lembaga Hasil Dalam Negeri
Aras 12-18, Menara C
Persiaran MPAJ
Jalan Pandan Utama
Pandan Indah
55100 Kuala Lumpur
Tel: +603-4296 8953/4296 2614/4296 8341
Fax: +603-4297 5044

In this regard, please direct all corre-
spondence and return forms to the above
address in the future.

AT
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Notice to Members

MIA Toastmasters Club
The MIA Toastmasters Club was estab-
lished in June 2003 by a handful of people
with the primary objective of providing an
avenue for accountants to build their
confidence in public speaking and other
communication skills. The club was sub-
sequently expanded to admit members
who are non-accountants, the idea being
to allow for a diverse group of members
with different skill sets and interests to
meet on a common platform.

Members of MIA are strongly encour-
aged to participate in the club’s activities
since such activities can be accredited for
CPE compliance purposes — up to a
maximum of 10 hours per annum.

Membership subscription comprises of
the one-off entrance fees of RM70 and
membership dues of RM90 to be paid ev-
ery six months.

The club meets every 1st and 3rd Thurs-
day of the month. Other details of the meet-
ings are as follows:

Time: 6.30 to 7.00 p.m. (Refreshments)
7 p.m. onwards  (Meeting proper)

Venue: MIA Resource Centre
16-18 Jalan Tun Sambanthan 3
Brickfields 50470
Kuala Lumpur

Fees: RM5 for non-members and
other invited guests

AT

AT

AT

sequential modifications, to be effected as
its own guidelines and requirements. A list
of these provisions will be made available
on the SC website at www.sc.com.my.

For more details of the club’s activities,
please contact the MIA Secretariat,
Shuhairah or Tarana at 603-2279 9200 Ext
323/226

Alternatively, you can also contact our
Vice-President of Membership Ko Siok
Peng at 603-4021 5423 or e-mail kspkoko
@hotmail.com

The following meeting dates have been
fixed for January and February 2005

a) 6 January 2005
(venue @ MIA Office)

b) 29 January 2005
(venue to be announced later) *

c) 3 February 2005
(venue @ MIA Office)

* This is intended to be an outdoor activity —
on a special occasion only.

.

AT

Public Rulings (PR) 2/2004-5/2004
Please be informed that the Inland Revenue Board (IRB) has issued the following public
rulings:

No. Name of Ruling Date of Issue

2/2004 Benefits-In-Kind 8 November 2004

3/2004 Entertainment Expense 8 November 2004

4/2004 Employee Share Option Scheme Benefit 9 December 2004

5/2004 Double Deduction Incentive on Research Expenditure 30 December 2004

Please note that the said public rulings can be downloaded from the IRB’s website at
www.hasilnet.org.my under the heading of ‘Law & Regulations-Rulings’.

For the Record …
STRATEGIC TEAMBUILDING
In an effort to further boost opera-
tional efficiency and improve services
to its members, the Institute will be
organising a Strategic Teambuilding
Programme from 4-6 February 2005
for its Secretariat staff

In this regard, the Institute would
like to inform members that the MIA
Main Office and Resource Centre will
be closed on 4 and 5 February 2005.
The Institute will resume operations
as usual on 7 February 2005.

We would like to apologise for the
inconvenience caused.

HOLIDAYS
In addition, the MIA office (including
MIA branch offices in Penang, Sarawak
and Sabah) will be closed on the Satur-
day following major festivals that fall on
consecutive days immediately prior to
the said Saturday. The following are
classified as major festivals:
� Chinese New Year
� Hari Raya Aidil Fitri
� Deepavali
� Christmas

This year, the festivals affected will be
Chinese New Year and Hari Raya Aidil
Fitri. Therefore the MIA office will be
closed on Saturday, 12 February 2005
and Saturday, 5 November 2005.

SC One-stop Centre
for MESDAQ Market
Applications
The Securities Commission (SC) recently
announced that with effect from 1 January
2005, the consideration and approval of list-
ings and corporate proposals on the
MESDAQ Market will be undertaken by
the SC, as the sole approving authority.

As a result of this streamlining, the
MESDAQ Market listing process will be
considerably enhanced. Under the new
process, approval for MESDAQ Market
corporate proposals need only be sought
from one authority, under Section 32 of the
Securities Commission Act 1993 (SCA),
which is in line with the approval process
for Main and Second Board companies.
Currently, MESDAQ Market listings re-
quire the approval of both the SC and
Bursa Malaysia Berhad (Exchange).

Under the new approval process for
MESDAQ Market applications:

� All new submissions or appeals in rela-
tion to applications for issue and listing
of securities on the MESDAQ Market af-
ter 31 December 2004 are to be made to
the SC only.

� Applications, as well as appeals in rela-
tion to such applications, which have
been submitted to the Exchange but for
which decisions have yet to be made by
31 December 2004, will be considered
by the SC.

Submissions to the SC must comply with
the MESDAQ Market Listing Require-
ments (MMLR). The SC will be adopting
relevant sections of the MMLR, with con-



57January & February 2005 • ACCOUNTANTS TODAY

LR and Practice Note No. 10/2001 (“PN
10”) with effect from 1 July 2001.

The existing PN 4 and PN 10 framework
was introduced to ensure that sufficient dis-
closure was made about listed issuers that
were financially distressed or had inad-
equate level of operations and further, that
they took steps to expeditiously restructure
to address their unsatisfactory condition.

When PN 4 was first introduced in Feb-
ruary 2001, a total of 89 listed issuers were
subjected to PN 4. As at 29 November 2004,
a total of 72 listed issuers have successfully
regularised their financial condition whilst
40 listed issuers are categorised under PN
4. A total of 16 companies have been de-
listed since the introduction of PN 4.

As at 29 November 2004, a total of eight
listed issuers trigger the PN 10
requirements, whilst 14 listed issuers have
successfully regularised their level of
operations. A total of four companies with
inadequate level of operations have been
de-listed since the introduction of PN 10.

Objectives
The said Amendments are undertaken

to enhance the quality of companies listed
on Bursa Securities.

Whilst the existing PN 4 and PN 10
companies have so far served their intended
objectives, to ensure amongst others, that
listed issuers that fall within PN 4 and PN
10 take active steps to restructure, the said
Amendments are aimed at expediting the
time taken for regularisation. Listed issuers

Notice to Members

Amendments to the Listing
Requirements in Relation
to Financial Condition and
Level of Operations
Members are hereby informed that pursuant
to Section 9 of the Securities Industry Act
1983, amendments have been made to the
Bursa Malaysia Securities Berhad (“Bursa
Securities”) Listing Requirements for the
Main Board and Second Board (“LR”) in
relation to the financial condition and level of
operations of listed issuers and consequen-
tially, pursuant to paragraph 2.08 of the LR,
two new Practice Notes, namely Practice Note
No. 16/2005 (“PN 16”) and Practice Note No.
17/2005 (“PN 17”) have been issued, details
of which are available on the website of Bursa
Malaysia at www.bursamalaysia.com.

Background
Pursuant to the revamp of the LR in 2001,

the following requirements were introduced:

(a) requirement for listed issuers to main-
tain a level of financial condition that is
adequate to warrant continued trading
and/or listing on the securities ex-
change by way of paragraph 8.14 of the
LR and Practice Note No. 4/2001 (“PN
4”) with effect from 15 February 2001.

(b) requirement for listed issuers to main-
tain a level of operations that is ad-
equate to warrant continued trading
and/or listing on the securities ex-
change by way of paragraph 8.16 of the

This space could be yours for
RM200! You may use it to promote
your business or to seek for
assistance among members!
Interested, please contact the
Editorial Board Team.
Tel: +603-2279 9200
Fax: +603-2274 1783

SPECIAL NOTICE

Partnership Sought
Personal and small business accounting, taxation,
financial planning accountant with 10 years solid
commercial, government and corporate accounting
experience looking to move into own practice.
Arrangement may suit existing practitioner
approaching retirement. Interim partnership with
future sale of practice.
Call William Lim at 016-XXX XXXX
or e-mail williamlim@XXXX.com

Sample

are required to regularise within the
prescribed timeframes and extension of
time would only be granted in exceptional
circumstances. The said Amendments are
also undertaken to ensure that the Listing
Requirements remain current and appli-
cable. As such, requirements that no longer
serve the intended objectives have been re-
moved or modified.

Key Changes
The salient changes pursuant to the said

Amendments are as follows:

(a) Paragraphs 8.14 and 8.16 of the LR, PN
4 and PN 10 are repealed.

(b) The treatment for listed issuers with
unsatisfactory financial condition and
level of operations (excluding Cash
Companies) will be the same and this
has been provided for under a new rule
(paragraph 8.14C of the LR) and Prac-
tice Note (i.e. PN 17). These require-
ments prescribe, amongst others, that:

(i) Any listed issuer that triggers the
criteria (“Revised Criteria”) under para-
graph 2.1 of PN 17 (“Affected Listed Is-
suer”) shall comply with the following:

� the obligation to regularise its finan-
cial condition within the prescribed
timeframe; and

� the disclosure obligations which are
the same as that provided under
PN4 but with some modifications.

(ii) An Affected Listed Issuer that fails
to comply with the obligation to
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regularise its financial condition within
the prescribed timeline shall be sus-
pended and de-listing procedures shall
commence accordingly. Bursa Securi-
ties will be adopting a strict stance when
considering any application for exten-
sion of time by an Affected Listed Issuer.
Extension of time will only be consid-
ered in exceptional circumstances.

(c) Requirements similar to PN10 but with
modifications will continue to apply to
“Cash Companies” as provided under a
separate new rule (paragraph 8.14B of
the LR) and Practice Note (i.e. PN 16).
Under these requirements, a Cash Com-
pany is required to regularise its level of
operations within the prescribed
timeframe, failing which such company
may have its listed securities suspended
and subsequently de-listing procedures
commenced against the Cash Company.

(d) As a transitional measure, listed issuers
that triggered any of the criteria set out
in paragraph 2.1 of PN 4 or fall within
the ambit of PN 10 prior to the effective
date of the said Amendments (“Existing
PN4 and PN10 Companies”) must con-
tinue to comply with paragraph 8.14 of
the LR and PN 4 or paragraph 8.16 of
the LR and PN 10 respectively.

New requirements in relation to sub-
paragraphs (b) to (c) above shall be re-
ferred to as the “New Framework”.

Implementation
The said Amendments shall take effect

from 3 January 2005. The New Framework
shall only apply to listed issuers that trigger
the Revised Criteria after the effective date.

In this regard, as indicated above, the
New Framework shall not apply to Exist-
ing PN 4 and PN 10 Companies. They shall
continue to be bound by paragraph 8.14 of
the LR and PN 4 or paragraph 8.16 of the
LR and PN 10 respectively.

Further, existing PN4 and PN10 Compa-
nies are informed that Bursa Securities will
be adopting a stricter stance when consider-
ing any application for extension of time from
such listed issuers. Extension of time will only
be considered in exceptional circumstances.

Kindly note that in conjunction with the
said Amendments, the PN 4 Condition sec-
tor classification will be removed with effect
from 3 January 2005. The existing PN 4 com-

panies will be placed into their respective
sectors prior to them triggering the PN4 re-
quirements. The flagging of listed issuers
which triggered PN 4 previously will con-
tinue on the MASA screen. In addition, listed
issuers which trigger the new PN 17 will also
be similarly flagged on the MASA screen.

Additional Information
To aid listed issuers in complying with

the said Amendments, a set of Questions
and Answers has been issued.

Please take note that the said Amend-
ments and Questions and Answers are
available for reference on Bursa Malaysia’s
website at www.bursamalaysia.com.

For further information or enquiries on
the above, kindly contact:

Legal Advisory & Corporate Legal Affairs
9th Floor, Bursa Malaysia Berhad
Exchange Square, Bukit Kewangan
50200 Kuala Lumpur
Tel: 03-2034 7000   Fax: 03-2732 0065

Contact persons
Emilia Tee Ext 7335
Yew Yee Tee Ext 7336
Tan Ai Chia Ext 7089
Boo Huey Fang Ext 7019

Please be guided accordingly.

Amendments to Chapter 3
of the Listing Requirements
of Bursa Malaysia Securities
Bhd and Chapter 2 of the
Listing Requirements of
Bursa Malaysia Securities
Bhd for the MESDAQ Market
Members are hereby informed that pursu-
ant to Section 9 of the Securities Industry
Act, 1983, amendments have been made
to Chapter 3 of the Listing Requirements
of Bursa Malaysia Securities Bhd (“Bursa
Securities”) (“the Amendments to the LR”)
and Chapter 2 of the Listing Requirements
of Bursa Securities for the MESDAQ Mar-
ket (“the Amendments to the MMLR”) in
relation to notification or advertisement of
securities prescribed by Bursa Securities
to be deposited with Bursa Malaysia De-
pository Sdn Bhd (“Depository”) (collec-

tively referred to as “the Amendments”).
Via a letter dated 8 October 2004 to the

advisers, Bursa Securities had issued a di-
rective (“the Directive”) requiring public
companies seeking listing on the Official
List of Bursa Securities (“Applicants”) and
their adviser(s):

(a) To submit a written confirmation from
the Applicant addressed to Bursa Se-
curities that as at a date not exceeding
14 days prior to the issuance date of the
prospectus or introductory document
or the proposed book closing date, as
the case may be (hereinafter the issu-
ance date of the prospectus or introduc-
tory document or proposed book clos-
ing date shall be referred to as “Dead-
line”), the information in its Register
of Members including addresses of the
shareholders are updated and accurate
(“Confirmation”); and

(b) To submit the Confirmation three clear
market days prior to the Deadline to
Bursa Depository.

The Amendments incorporate the Di-
rective. In addition, where an Applicant
is unable to provide the Confirmation as
required, the Amendments provide that
such Applicant must pay adver tisement
charges in relation to or arising from the
prescription of the securities of the
Applicant pursuant to Section 14(2) of
the Securi t ies Industr y (Central
Depositories) Act, 1991.

Implementation
Kindly take note that the Amendments

supersede the Directive and are effective
from 14 December 2004.

Additional Information
Please take note that the said Amend-

ments are available for reference on Bursa
Malaysia’s website at:
 www.bursamalaysia.com.

Should you require further information/
clarification on the above, kindly contact:

Contact persons
Yew Yee Tee Ext 7336
Anisah Suyuti Low Ext 7295
Lai Fui Sim Ext 7079
Boo Huey Fang Ext 7019

Please be guided accordingly.

Notice to Members

AT

AT
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After the Story Runs
… Then What?
by Davis Sharp Through skill or luck, you manage

to get a story written about your

company. Don’t stop there; add mileage to your media

coverage and make it do more work for you.
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The first time a magazine or
newspaper writes about your
company, it is a pretty heady
experience. Everyone in the

company sees it on the lunchroom bulle-
tin board. You mail a copy to your mum,
your best friend, even some teacher who
encouraged you so long ago.

Unfortunately, some executives stop
there or lose interest in subsequent cover-
age. Positive free media exposure is far
more valuable than paid advertising; but if
you don’t make sure the right people see it,
you aren’t getting the most from your ink.

Increase Your Mileage
Even if the front page of your local pa-

per writes a glowing story about you, there
is a chance that the people who are most
important to your company won’t see it.
Your customers may live in other cities,
states or nations. Many of your investors
probably do as well. Even your competi-
tors, who might see you as a more formi-
dable opponent after hearing the story,
could be out of earshot. So it’s imperative
that you spread the word.

An article by a third party is likely to
have more credibility with your customers
and potential customers than one of your
own advertisements. To make sure the
news reaches them, print excerpts of the
story in company brochures. Include por-
tions of it in your advertising campaign. If
the whole story is wonderful, consider
purchasing reprints and mailing them to
your prime customers or giving them to
your sales staff to hand out at sales calls.

If raising capital or attracting investors
is your goal, then what others say about
you is far more powerful than what you say
about the company. So make sure the fi-
nancial community also receives copies of
your favourable press clippings. When you
advertise, think about adding an excerpt
from a positive story, particularly if the
story rates you (for example, if you’re men-
tioned in a “Best Of” lists or consumer tests
of your products).

Enlarge a copy of a story and display it
at your next trade-show exhibit. Be sure
to pass out reprints at the show as well.
Create a “news about us” spot on your
website to post stories others have written,
or to include at least a list of the headlines,

After the Story Runs … Then What?

publication, date and a small excerpt. Give
each employee a copy. Encourage employ-
ees to take them home to show their fami-
lies. That should add to their feeling of
pride for working at the company.

When you inter view job candidates,
hand them a packet that includes news clip-
pings. In this hot economy, it’s a tool that
will help you attract the best workers.

Keeping Track
Before you can get a bigger value from

your article, you’ll need to find these stories
and keep them at your fingertips. Remem-
ber that websites change from day to day. So
if one writes about you, make a copy as soon
as it appears. The story may be moved to an
archive or removed entirely by the next day.

If a radio or television station has run a
story on you, you may need to call the sta-

tion to order a tape of the story. Most will
charge you a fee. Copy the station’s tape
to your own high-quality tape, and store
both under archival conditions so you will
have them for re-use. Also, keep a list of
everything that’s on the tapes, so it can be
found when you want it.

News clippings, especially, are easy to mis-
place and can be damaged by repeated pho-
tocopying. The best way to keep them safe
is to store each one in a plastic sleeve. Re-
member to note the date and the publication
name for each one on a separate label.

Legal Issues
Unfortunately, you don’t own the stories

written about you, the people who wrote
them do. If you want to reprint copies of news-
paper or magazine stories for distribution
beyond just a few office copies, you will need
written permission from the publisher. Of-
ten, quick-print companies will not allow you
to make multiple copies without written per-
mission. In many cases, the publisher will
require you to pay a fee, though it is usually
nominal. Most national magazines work with

“An article by a third party is

likely to have more credibility

with your customers and poten-

tial customers than one of your

own advertisements.”

4

5

2

3

1

a reprint service that will automatically con-
tact you and offer you their services for a
fee. The good news is it’s in the publishers’
best interest for you to “distribute” more of
their work to others, so they are generally
happy to accommodate your needs.

Reprinting a story on your website is still
a murky business. You are indeed ‘distrib-
uting’ it, so make sure you have permis-
sion to do it. It is legal to excerpt a small
portion, such as a sentence or phrase, from
a news story to use in your own materials,
as long as you provide complete attribu-
tion: publication name and date. Never take
parts out of context, for instance to make
a negative comment sound complimentary.
Publications have taken action over such
matters in the past.

Get into Gear
Assign someone in the company to
regularly find and file news clips, and
make those files accessible to your
sales staff and all new hires.

If you would like to supplement what
was said in a print story, write a letter
to the editor — even if there is no “letter
to the editor” column. It could get used
in an editorial column or trigger an in-
terview for another feature.

If you or your company are featured in
a print article to which you’d like to add
detail, send a copy to the editor of an-
other publication or to a station man-
ager with a cover letter saying what
you’d like to add, and indicate that you
or a representative are available for an
interview. The article is likely to get
more attention than a press release.

Plan an advertising campaign around
a strong media story. Make sure that
at monthly or quarterly company meet-
ings, everyone sees recent clips.

Include money in your marketing bud-
get to cover the cost of reprinting and
distributing to your customers at least
two news stories a year. If you (or an
employee) have an article or book pub-
lished or are featured as an expert in
someone else’s work, treat it like some-
one else’s feature on your company.

Follow these steps so that you and your
business will be much more prepared
when the media calls on you again. AT
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Atyrannical boss who stands be-
hind his secretary while she
types, berating her in a loud
   voice that she has not fin-

ished his report … The gossip who spreads
malicious lies about a colleague … The em-
ployee who improperly claims credit for
another’s idea …

Once dismissed as “jerks,” these aggres-
sors increasingly are recognised as a work-
place threat because of the financial, physi-
cal and emotional toll their bad behaviour
and incivility takes on businesses. In fact,
psychological aggression and bullying were
the chief complaints reported by American
workers, according to a 1998 study by the
International Labour Organisation.

In Europe, workplace aggression has
been well documented. It has gained a foot-
hold here as US companies grapple with
the by-products of bullying: reduced pro-
ductivity, high job turnover, excessive ab-
senteeism and violence.

Deliberate ongoing, aggressive
behaviour that psychologically or physi-
cally torments its victim is the cornerstone
of workplace bullying. This vicious conduct
drains morale and creates an of fensive
work environment by humiliating, intimi-
dating or degrading employees, often in
the presence of others.

Sexual harassment, verbal abuse and vio-
lence all fall within the broadly defined
category of workplace bullying. Harassing
behaviour that fits the definition includes:

� Playing practical jokes on a co-worker.

� Assigning demeaning duties to an under-

HANDLING

“Jerks at Work”
by Shiv Prasad

“Deliberate ongoing, aggressive

behaviour that psychologically or

physically torments its victim is

the cornerstone of workplace

bullying. This vicious conduct

drains morale and creates an

offensive work environment by

humiliating, intimidating or

degrading employees, often in

the presence of others.”
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Handling “Jerks at Work”

animosity.
Besides potential legal liability, studies

show companies suffer in other ways from
workplace bullying. Rather than “gang up”
on the bully or report his or her behaviour
to the bully’s superior, which tends to esca-
late the conflict, most victims consciously
punish their employer by reduction in work
quality, high absenteeism or leaving their
jobs.

Dealing with humans
There are no quick solutions to human

relationship problems; it takes time, pa-

ling.

� Overmanaging subordinates and impos-
ing unrealistic project deadlines.

� Stalking or intimidating a co-worker.

� Taunting or spreading gossip to under-
mine a co-worker’s credibility.

Both men and women are equally likely
to be bullies, though 75 per cent of victims
are female, reports the Campaign Against
Workplace Bullying (CAWB), a non-profit
organisation. Most bullies are bosses who
are empowered to fire their victims. Over
time, casualties may suffer from post-trau-
matic stress disorder, depression, exhaus-
tion, insomnia and loss of self-esteem.

Among factors contributing to an in-
crease in workplace bullying, law profes-
sor David Yamada cites: the blossoming of
the service-sector economy, heightened
diversity in the job arena, increased pres-
sure posed by the global economy, the de-
cline in unionism and the development of
the contingent workplace.

Legal remedies
Harmful as cruel behaviour may be, it’s

rarely illegal. Tort actions, such as inten-
tional infliction of emotional distress, usu-
ally fail or are pre-empted by workers’
compensation statutes. Employment-dis-
crimination laws offer little solace because
the bullying behaviour may not be severe
and pervasive enough to attain the “hos-
tile work environment” standard of Title
VII.

Professor Yamada advocates a new le-
gal cause of action, “intentional infliction
of a hostile work environment,” as re-
course for victims of workplace bullying.
Under such a law, employers would be li-
able for hostile climates unless the em-
ployer exercised reasonable care to pre-
vent bullying or took prompt action when
notified of it.

Some believe the problem is best ad-
dressed by mandating that businesses
carry employee-liability insurance that
does not cover negligent supervision of
workers. This would give employers the
incentive to control bullying or contend
with soaring insurance premiums. Others
believe legislation and litigation are poor
ways to handle abusive conduct and pre-
fer to train employees to combat workplace

“Among factors contributing to an increase in workplace bullying …

the blossoming of the service-sector economy, heightened diversity in

the job arena, increased pressure posed by the global economy, the

decline in unionism and the development of the contingent workplace.”

David Yamada, Law Professor

time goes by, in habits and temperament.
Hence, coaching, counselling and
mentoring are important tools in manage-
ment.

It’s also important to note that people
with strong personalities often have strong
weaknesses as well viz., temper and stub-
bornness. It is therefore necessary, as
managers, to posses a strong dose of emo-
tional intelligence to deal with such ‘errant’
employees well. A combination of emo-
tional maturity, empathy, tolerance,
humour and diplomacy will help the man-
ager beset with handling jerks at work.

tience and technique. Corporate failures
begin when managers mishandle human
beings at work. When managing people,
the first thing you must realise is that you
do not ‘own’ anybody at work. This prin-
ciple in life gives one a sense of perspec-
tive… “Respect begets respect”.

The other principle you must just as well
remember is that your employees, your
staff, do not come along with written guar-
antees on behaviour. People change as AT

Handled properly some of the so-called
‘jerks’ need not be enemies but strategic
allies. It is true, unless you understand
human emotions, your work can be heavy
and you would be unable to manage effec-
tively. Even the simple apology is like a
good handshake; it is silent yet deeply
meaningful! To be wanting in emotional
intelligence is to be in need of a personal-
ity transplant. Try making the workplace
a little more human!
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The Malaysian Institute of Accountants (MIA) and
the Indonesian Institute of Accountants (IAI) have
entered into a new phase in their bilateral relation-
ship with the signing of a Framework Agreement
on Mutual Recognition Arrangement (MRA) in
Yogjakarta, Indonesia on 14 December 2004. MIA
was represented at the signing ceremony by its
President, Datuk Dr. Abdul Samad Haji Alias, while
IAI was represented by its President, Bapak
Ahmadi Hadibroto. MIA’s Globalisation and
Liberalisation Committee Member, Nik Mohd
Hasyudeen Yusoff and Khairol Azmi Rezo of the
MIA Secretariat represented MIA as witnesses to
the signing of the MRA. It is the first agreement of
its kind between national accounting bodies in
ASEAN. Under the agreement, both parties agreed
on the necessary steps to facilitate the mutual rec-
ognition of each other’s membership. This is in line
with the aspirations of ASEAN having freer move-
ment of professional ser vice providers within
ASEAN by the year 2020.

According to MIA’s President Datuk Dr. Abdul
Samad Haji Alias, MIA through its continuous par-
ticipation in the negotiation processes at the
ASEAN, World Trade Organisation level and the
meetings between regional accounting bodies un-
der the Asean Federation of Accountants (AFA)
have recognised the fact that multilateral agree-
ments between ASEAN countries within the ac-
counting sector was almost impossible to achieve.
As a result, through a strategic paper launched in

Malaysian and Indonesian Accounting
Bodies Sign Historic MRA

The exc hange of documents by the two Presidents

MIA delegation with HRH Sri Sultan Hamengkubuwono , Governor of Yogjakarta
(2nd from right)

The MIA President addressing  the audience at IAI’ s 5th National Convention
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March this year, MIA’s Globalisation and
Liberalisation Committee called on the In-
stitute to take a proactive stance in pur-
suing bilateral relations with fellow
ASEAN countries.

He further added that Indonesia was
given priority because of the close rela-
tionship between the two Institutes since
the signing of a Memorandum of Under-
standing (MoU) on closer cooperation in
October 2003. The earlier MoU, he noted,
had enabled both parties to understand
each other better in their discussions on
the MRA. The signing of the MRA, signi-
fies the trust and confidence both parties
have with each other’s level of standards
and regulatory framework for the profes-
sion.

In his speech, IAI President Ahmadi
Hadibroto said that this MRA is in line
with the programme mandated to the
IAI Council in Congress 2002. In Con-
gress 2002, members of IAI agreed that
IAI should be proactive in both regional
and international levels. By having this
MRA, both parties will be able to enter
into more intensive discussions. A good
understanding of each par ties’ stan-
dards of qualification and regulator y
framework will provide a solid ground
for fur ther collaborative steps to be
taken. He added that having a bilateral
MRA will be more ef fective than having
an MRA regionally. As both Institutes
are members of the International Fed-
eration of Accountants (IFAC), there
should be a common ground for qualifi-
cation of members.

Under the MRA a roadmap for Mutual
Recognition has been drawn up. It con-
tains a four-year plan detailing implemen-
tation steps and action plans to be ob-
served and acted upon in order to achieve
the ultimate aim of freer movement of
practicing accountants between Malaysia
and Indonesia.

The signing ceremony was held in
conjuction with IAI’s 5th National Conven-
tion, an annual gathering of Indonesia’s
accountants. During the convention,
MIA’s President was invited as a speaker,
to share MIA’s experience with its Indo-
nesian counterparts, in complying with
IFAC’s Statement of Membership Obliga-
tions (SMOs).

Institute the MIA QE was set at equal
standards of that of other professional ac-
counting bodies. Candidates who sat for
the examination would have had to make
extensive preparation for the examina-
tion to excel.

For the September 2004 examinations,
three candidates passed the MIA QE.
They were Esther Wong Kum Yin, Khor
Phey Shien and Mohd Tarmizi Yahaya.

According to Wong, the MIA Qualify-
ing Examination was tough and challeng-
ing because in terms of the content of the
subjects, one would need to be familiar
with the latest MASB accounting
standards, Tax Legislation and Public
Rulings, Companies Act and KLSE rul-
ings. Basically, it covers accounting and
tax issues and concepts that an
accountant in Malaysia today should be

aware of and be able to handle confi-
dently.

In preparing for the exam, Wong bor-
rowed reference books from the library
and held discussions on latest account-
ing or tax developments with her friends
working in dif ferent industries. “And in
a lot of cases, my working experience in
the tax and treasur y fields did help in
putting some of the accounting concepts
and regulatory requirements into correct
perspectives.”

To be able to self-study for the MIA QE
successfully while working fulltime (with
many assignment deadlines to meet), she
believes that one must have a strong ba-
sic academic foundation in accounting, a
lot of self-discipline, and not to forget a
lot of mental support and understanding

Esther Wong Kum Yin

Khor Phey Shien Mohd Tarmizi Yahaya.

In a move to enable more people to be-
come qualified accountants in Malaysia,
the Malaysian Institute of Accountants
(MIA) launched the MIA Qualifying Ex-
amination (MIA QE) as an alternative
pathway for accounting, business and fi-
nance graduates to qualify as accoun-
tants. This examination is intended to ca-
ter for aspiring accountants who do not
possess a qualification recognised by
MIA as stated in Part 1 and Part 2 of the
First Schedule to the Accountants Act
1967. At present, the Institute recognises
the accounting degrees of fered by
Universiti Malaya, Universiti Kebangsaan
Malaysia, Universiti Teknologi MARA,
Universiti Utara Malaysia, Universiti
Putra Malaysia,  Universit i  Islam
Antarabangsa, Universiti Sains Malaysia,
Universiti Tenaga Nasional (the aca-

demic programme which first com-
menced from the academic year 2002/
2003 onwards), and Universiti Multime-
dia (the academic programme which first
commenced from the academic year
2002/2003 onwards), in addition to pro-
fessional accounting qualifications stated
in Part 2 of the First Schedule to the Ac-
countants Act 1967.

The MIA QE was held for the first time
in September 2003 and subsequently in
March and September 2004. In the two
earlier examinations a total of 379 candi-
dates sat for the examination. In the Sep-
tember 2004 examination, the MIA QE
was held for the third batch totalling 246
candidates.

To ensure that proper quality control
is exerted in admitting members into the

Thumbs Up For MIA QE
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from caring family members.
To those aspiring to sit for the exami-

nation, she said that they should first de-
termine the reason and aspiration to ob-
tain the MIA qualification. Cautioning as-
pirants to not be overly-confident, she
further stated that for the MIA QE, it is
not possible to just cruise through the
exam with no effort.

Wong opined that the introduction of the
MIA QE is a very sensible and farsighted
move. “It provides an economical opportu-
nity for people of ability and experience who
do not currently possess a qualification due
to technicalities in the ruling to be truly
qualified and recognised accountants in or-
der to contribute to the development of the
respected Malaysian accountancy profes-
sion.”

Meanwhile, the other successful can-
didate Khor stated that the examination
was not very dif ficult but passing it cer-
tainly requires a great deal of serious ef-
fort and hard work. “Unlike other pro-
fessional examinations conducted by
MICPA, ACCA and MIT, the preparation
for MIA QE is relatively tougher because
the MIA QE was only introduced recently
and thus there are no past years’ ques-
tions that a candidate can refer to. Hence,
prediction of examination topics is rather
impossible and preparation is based on
all syllabus covered in the entire exami-
nation module.”

“I also practiced on some past years’
papers from MICPA, ACCA and MIT
which I think at this point in time is still
a useful preparatory tool for the MIA QE.
In addition, preparation of one’s own
notes is very important especially for the
revision before examination as it will help
to refresh the memory on the topics stud-
ied before,” Khor offered.

Although the MIA QE is not a profes-
sional examination, the standards of the
examination papers are set to the same
level as that of a professional examina-
tion and she too mentioned that the ex-
amination should not be taken too lightly
and being overconfident of passing
without going through rigorous prepara-
tions is a definite no-no.

She also feels that attending tuition
classes to familiarise one’s self with ex-
amination techniques which may have AT

MIA responds to
Exposure Draft on
Proposed IFAC
Revised Code of
Ethics
In October 2003, IFAC issued an Exposure
Draft on proposed revisions to the IFAC
Code of Ethics — these revisions incorpo-
rated a principles-based framework for
ethical issues for all accountants. These re-
visions introduced new ethical principles
that need to be complied with by accoun-
tants in business as well as those in public
practice, and elaborated on the fundamen-
tal principles of integrity, objectivity, pro-
fessional competence and due care, confi-
dentiality and professional behaviour. The
Institute provided its lengthy comments to
IFAC on this Exposure Draft in November
2003.

IFAC, through its Ethics Committee, re-
cently issued a new Exposure Draft on its
Proposed Revised Code of Ethics in Octo-
ber 2004, which incorporates a number of
changes including those proposed by the
Institute previously (particularly in terms
of information content and structure). The
new Proposed Revised Code of Ethics is
set out in three parts:
� Part A for general application of the Code

(to all Professional Accountants);
� Part B for Professional Accountants in

Public Practice; and
� Part C for Professional Accountants in

Business.
The Proposed Revised Code of Ethics is

very much an improved version of the pre-
vious Exposure Draft, in terms of format-
ting and paragraphing, streamlining of lay-
out and content, and reduced duplication
or overlapping of content. It also incorpo-
rates the Independence requirements set
out in Section 8 of the current IFAC Code
of Ethics. The Proposed Revised Code of
Ethics sets out a Conceptual Framework
approach to ethics and focuses on the fun-
damental principles in Part A. It requires
threats to those fundamental principles to
be analysed on a case to case basis and if

been forgotten since the commence-
ment of a working career, is also highly
encouraged. The tutor can also help in
highlighting impor tant topics in the
preparation for the examination. This
will indeed save some time during the
preparatory stage.

The MIA QE, according to her is a
breath of fresh air for individuals who
aspire to practice as accountants in Ma-
laysia but do not meet the prerequisites
set by the MIA. The introduction of the
MIA QE as an alternative route for ad-
mission as members of MIA is indeed a
blessing, especially for graduates of for-
eign universities whose academic de-
grees were in the past good enough for
MIA’s membership .

“MIA certainly deserves credit for en-
suring that fair opportunities are given
to foreign graduates to get involved pro-
fessionally in the local accounting com-
munity by virtue of them being members
of the Institute. The standard of the MIA
QE is also not compromised as its tough-
ness is comparable to that of other pro-
fessional accounting bodies’  exam-
inations.”

Mohd Tarmizi felt that the examination
was quite tough since it had only recently
commenced and he did not attend
classes. “I felt a little clueless on the type
of questions and marking scheme in the
examinations. Furthermore, the candi-
dates have to cover many topics in those
subject papers.”

For those who wish to sit for the MIA
QE, he said that there was a need to
familiarise themselves with the examina-
tion by doing lots of past year questions.
Candidates will have to work hard and
get their basics right.

He too felt that the introduction of the
MIA QE is a step in the right direction
as it provides an alternative platform for
those who wish to be accountants espe-
cially those who studied abroad, obtained
good grades but found it hard to take pro-
fessional examinations due to the cost
factor which is highly influenced by the
currency exchange.

MIA would like to take this opportu-
nity to congratulate the successful can-
didates and welcome them as new mem-
bers into the Institute.
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there are significant threats, requires safe-
guards to be implemented.

Part B and Part C contain specific areas,
which affect professional accountants in
public practice and in business respec-
tively, and set out the possible threats and
safeguards that can be applied in these spe-
cific areas. Some of the areas covered in
Part B which will apply to accountants in
public practice include Professional Ap-
pointments, Conflicts of Interest, Second
Opinions, Fees and other Remuneration,
Objectivity for all Services and Indepen-
dence for Assurance Engagements. Some
of the areas covered in Part C which ap-
plies to accountants in business (defined
to include accountants employed or en-
gaged in an executive or non-executive ca-
pacity in commerce, industry, the public
sector, education, regulatory bodies or pro-
fessional bodies or one contracted by such
entities), include Potential Conflicts, Prepa-
ration and Reporting of Information, Act-
ing with Sufficient Expertise, Financial In-
terests and Inducements.

There are a number of new definitions
in the Proposed Revised Code of Ethics,
to standardise the terminology and to en-
sure consistency with the IFAC Interna-
tional Framework for Assurance Engage-
ments issued in December 2003, as well
as the International Standard on Quality
Control (ISQC) 1 issued in February 2004.
In addition, a new requirement to rotate
the independent reviewing partner respon-
sible for the quality control of the assur-
ance engagement for listed entities has
been proposed in the Proposed Revised
Code of Ethics.

The Proposed Revised Code of Ethics
does away with the previous rules-based
approach, and favours a more comprehen-
sive principles-based approach. This latter
approach requires accountants to have an
awareness of potential issues and to exer-
cise their thinking and judgment when
confronted with these issues which pose
threats to the fundamental principles.

The Institute is very supportive of the
work of the IFAC Ethics Committee and
has undertaken its review of the Exposure
Draft on the Proposed Revised Code of
Ethics, through the Institute’s Ethics Com-
mittee. The Institute responded to IFAC on
the Exposure Draft on 30 November 2004.

A copy of the Exposure Draft can be down-
loaded from the IFAC website at
www.ifac.org.

In general, the Institute favours the reduc-
tion of duplicated content and the improved
structure of the Proposed Revised Code of
Ethics as this will make it easier to read and
comprehend. The Institute believes that
once approved, the IFAC Revised Code of
Ethics will serve as the international bench-
mark of ethical standards for all professional
accountants worldwide, whether they are in
public practice, government or business.
The Institute has conveyed to IFAC that it
believes that the Proposed Revised Code of
Ethics will serve to unify the international
accountancy profession by setting the glo-
bal standard for attitudes, values and ethics
for the profession.

More specifically, the Institute has com-
mented on three issues raised by the IFAC
Ethics Committee vis-à-vis the Exposure
Draft on the Proposed Revised Code of
Ethics, as follows:

Are the changes incorporated into the
Proposed Revised Code to conform to the
Assurance Framework (International
Framework for Assurance Engagements)
appropriate and clear?

The Institute is of the view that the
changes incorporated into the Proposed
Revised Code of Ethics to conform to the
International Framework for Assurance
Engagements, are appropriate and are to
some extent, clear.

However, the Institute notes that the Pro-
posed Revised Code does not contain defi-
nitions or explanations about the differ-
ence between subject matter and subject
matter information, nor about the respon-
sible party for subject matter and subject
matter information respectively. These
terms and differentiations are not in the
existing IFAC Code of Ethics and would
therefore be relatively new concepts. To
understand these terms and concepts,
members of member bodies would need
to cross reference to the International
Framework for Assurance Engagements,
for an explanation or definition of these
terms. The Institute has therefore sug-
gested that these terms be defined in the
Definitions section or explained within the
relevant paragraphs in Section 290 of the

1

3

2
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Proposed Revised Code. Of course, the
definitions and explanations of these terms
would need to be consistent with the In-
ternational Framework for Assurance En-
gagements.

Is it appropriate that the individual re-
sponsible for the engagement quality con-
trol review in the audit of a listed entity
be subject to the same rotation require-
ments as the engagement partner?

The Institute notes that this requirement
is in the public interest and would be an
additional safeguard to reduce or eliminate
any threats to independence, arising from
long association with the audit/assurance
client which is a listed entity. The Institute
has cautioned that this safeguard, if imple-
mented, may impose constraints in some
jurisdictions where there are insufficient
professional accountants in public practice
with the relevant expertise and industry
knowledge, par ticularly for more
specialised industries, to act as the engage-
ment quality control reviewing partner on
a rotational basis. The Institute therefore
has urged the IFAC Ethics Committee to
fully consider the implications arising from
the implementation of this requirement.

Is the Effective Date appropriate?
The Institute believes that the proposed

Effective Date for the Proposed Revised
Code, namely, 31 December 2005, is appro-
priate.

The Institute has however highlighted
that this timeframe may be inadequate if
there is any delay in the issuance of the
Proposed Revised Code, which is at
present expected to be approved and is-
sued in February 2005. Member bodies
would require time to draft the national
version of the Revised Code of Ethics and
issue the same for exposure and comments
to their respective members and stakehold-
ers, and thereafter, if no major amend-
ments are required, issue the same. The
Institute has suggested that if there is any
delay in the issuance of the Proposed Re-
vised Code, the Effective Date should ac-
cordingly be extended.

It is expected that the Proposed Revised
Code of Ethics will be issued by IFAC in
February 2005. The Institute looks forward
to the issuance of the same.
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I N S T I T U T E  N E W S

Management accounting has evolved to become a
widely accepted global business practice. In this re-
spect, Malaysian companies, in their quest towards
attaining world class status are encouraged to adopt
and practice management accounting to effectively
facilitate and streamline management and opera-
tional functions within an organisation.

NAfMA, the first of its kind in Malaysia, is
organised and awarded by the Malaysian Institute
of Accountants (MIA) and The Chartered Institute
of Management Accountants (CIMA) Malaysia Di-
vision to recognise management accounting best
practice by companies in Malaysia.

The NAfMA Best Practice 2004 was opened to
companies listed under Bursa Malaysia (listed com-

National Award for Management
Accounting (NAfMA) Best Practice 2004
Presentation and Dinner

panies could nominate any subsidiary company and/
or associate company with at least 20 per cent eq-
uity holding for participation in the award), and non-
listed multinational companies in Malaysia.

This award is organised with the objectives of
recognising organisations that adopt best practice

in management accounting and creating value that
lead to business excellence; and to promote the
application of management accounting techniques
and systems within organisations in Malaysia in the
pursuit of world class business performance.

YB Dato’ Seri Rafidah Aziz, Minister of Interna-
tional Trade and Industry graced the NAfMA award
presentation ceremony held on Wednesday, 8 Decem-

ber 2004 at a leading
hotel in Kuala Lumpur.
There were four catego-
ries of awards presented
at the ceremony namely,
the Excellence Award,
Best Practice Award,
Practice Solution Award
and Merit Award.

Malayan Banking
Berhad won the
NAfMA Excellence
Award. The Best Prac-
tice Award for public-
listed companies was
won by Shell Refining
Company (Federation
of Malaya) Berhad and
IBM Malaysia Sdn Bhd
under the multinational
companies categor y.

“Apart from achieving greater efficiency,

embracing these best practices would ensure

that Malaysian organisations operate in a

vibrant and globally competitive business

environment.”

Yeo Tek Ling
Chairman of the NAfMA 2004 Organising Committee

Mic hael Eow Yeo Tek Ling

Winner s of the NAfMA Best Practice 2004
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NAfMA 2004 BEST PRACTICE WINNERS

EXCELLENCE AWARD
Malayan Banking Berhad

BEST PRACTICE AWARD
Public-Listed Companies
Shell Refining Company
(Federation of Malaya) Berhad
Multinational Companies
IBM Malaysia Sdn Bhd

PRACTICE SOLUTION AWARD
Public-Listed Companies
PHN Industry Sdn Bhd
(A member of DRB-Hicom Berhad)
Multinational Companies
Ryoden (Malaysia) Sdn Bhd

MERIT AWARD
BP Petronas Acetyls Sdn Bhd
Hicom-Teck See Manufacturing Malaysia Sdn
    Bhd (A member of DRB-Hicom Berhad)
Resorts World Bhd

The Practice Solution Award for the public-listed category was won by PHN
Industry Sdn Bhd (a member of DRB-HICOM Berhad) and for the multina-
tional category, by Ryoden (Malaysia) Sdn Bhd. The Merit Award was presented
to BP Petronas Acetyls Sdn Bhd, Hicom-Teck See Manufacturing Malaysia Sdn
Bhd (a member of DRB-HICOM Berhad) and Resorts World Berhad.

YB Dato’ Seri Rafidah in her speech said that efforts to incorporate best prac-
tices would enhance the productivity of employees, and contribute towards the
competitiveness and resilience of the business entity, in the face of global chal-
lenges and liberalisation.

She added that, when members of any organisation or business entity are
motivated to strive for best practice, then there will be that necessary creativity
and innovativeness, as well as continuous individual and collective improve-
ment in performance. The government has identified the professional services
sector (inclusive of services provided by the accountancy profession) as one
with tremendous export
potential, and has put
into place a comprehen-
sive suppor t
programme to assist
service providers with
best practice to be ex-
port ready and to estab-
lish market presence
overseas. The NAfMA
awards are a step in the
right direction towards
this effort.

NAfMA receives sup-
port from the Chairman
of the Professional Ac-
countants in Business
(PAIB) Committee of
the International Fed-
eration of Accountants
(IFAC). Companies are
assessed and bench-
marked against the
management account-
ing concepts expounded by IFAC. On top of that, the companies are also as-
sessed on other criteria such as leadership, resource management, customer/
market focus, partnership management, value cre-
ation, business results and corporate social respon-
sibility.

Winners have shown that successful implementa-
tion of the right management accounting techniques
have led to increased revenue and lower costs re-
sulting in better profits to the organisations. Some
of the techniques used included Economic Value
Added, Total Quality Improvement, Benchmarking,
Balanced Scorecard and Strategic Cost Manage-
ment.

NAfMA marks another significant milestone for
the accounting profession in suppor ting the
Government’s efforts in promoting Malaysia as a
competitive trade and investment destination.

“Spurring such competitive spirit within the

Malaysian corporate sector is a vital element

in the engine that will drive the nation’s

transformation into a strong and developed

economy, one that is robust and resilient,

yet fair and balanced.”

Michael Eow
Chairman of the NAfMA 2004 Assessment Committee

“The award reflects the shift from number

cruncher and corporate cop to decision

support specialist and reflects what it takes to

compete in today’s lean, global and techno-

logically driven environment.”

Bill Connell, Chairman of the IFAC PAIB Committee

AT
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Malayan Banking Bhd’s Deputy President YBhg Dato’
Mohd Hussein, receiving the overall excellence award from
Dato’  Seri Rafidah Aziz

Captivated by the entertainment f or the evening … (L-R) Datuk Dr . Abdul
Samad,  Dato’  Seri Rafidah Aziz, Tan Sri Dato’ Bashir Ahmad and Y.C. Lee
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Public Bank Bhd has won the overall excellence
award for the most outstanding annual report in the
2004 National Annual Corporate Report Awards
(NACRA) competition.

Its chairman Tan Sri Dato’ Sri Teh Hong Piow re-
ceived the award from Domestic Trade and
Consumer Affairs Minister Datuk Mohd Shafie
Apdal at an award presentation ceremony in Kuala
Lumpur held on 30 November 2004.

NACRA, an annual event to honour and recognise

National Annual Corporate Report Awards:
Public Bank receives award for
Best Annual Report

organisations that have achieved excellence in their
annual reporting, is jointly organised by the Malay-
sian Institute of Accountants (MIA), the Malaysian
Institute of Management (MIM) and the Malaysian
Institute of Certified Public Accountants (MICPA).
It encourages a high standard in the presentation
and reporting of financial and other information.

Datuk Shafie, in his speech, said the annual
repor ts of Malaysian companies must be of
international standard because they provided

valuable information about their financial position
and past performances.

“In a competitive capital market, the need for an-
nual reports that provide adequate relevant and reli-
able financial and other corporate information is vital
to enable investors to gauge the true share value of a

company and its potential
for growth,” he said.

The standards of annual
reports have improved tre-
mendously over the years
since the inception of the
National Annual Corpo-
rate Report Awards
(NACRA) in 1990.

Companies, accord-
ing to the NACRA 2004
organising committee
chairman Ken Pushpa-
nathan, have become
more conscious of the
quality of their annual
reports and NACRA has
become more competi-
tive each year.

“The annual report is

Institute News

“In a competitive capital market, the need for

annual reports that provide adequate relevant

and reliable financial and other corporate

information is vital to enable investors to

gauge the true share value of a company and

its potential for growth”.

Datuk Mohd Shafie Apdal
Domestic Trade and Consumer Affairs Minister

Public Bank Berhad’ s
Chairman,  YBhg Tan
Sri Dato’ Sri Dr . Teh
Hong Piow receiving the
overall excellence award
from Datuk Mohd
Shafie Apdal

Winner s of NA CRA
Awards (all categories)
with Datuk Mohd
Shafie Apdal
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Amendments to the Listing
Requirements in Relation
to Perusal of Draft Circulars
and Other Documents
Members are hereby informed that pursu-
ant to Section 9 of the Securities Industry
Act 1983, amendments have been made to
the Bursa Malaysia Securities Berhad
(“Bursa Securities”) Listing Requirements
for the Main Board and Second Board (“LR”)
in relation to perusal by Bursa Securities of
draft circulars and other documents to be
issued by listed issuers to their securities
holders (hereinafter collectively referred to
as “circulars”) and consequentially, pursuant
to paragraph 2.08 of the LR, a new Practice
Note No. 18/2005 (“PN18”) has been issued.

With the said Amendments, Bursa Secu-
rities will be implementing a new framework
for the perusal of circulars. This will result
in Bursa Securities ceasing to peruse certain
circulars whilst continuing to review other
circulars. A review by Bursa Securities will
either be a limited review or a complete re-
view depending on the type of circular.

In this respect, Bursa Securities’ decision
on the types of circulars that it would cease
to pre-vet, conduct a limited review or con-
tinue with a complete review, is based on its
assessment of the impact of inadequate dis-
closure in those documents on market trans-
parency, integrity and investor protection.

Background
Presently, pursuant to paragraph 8.09 of

the LR, Bursa Securities conducts a perusal
of circulars issued by listed issuers prior
to their issuance. As such, draft circulars
to be issued by listed issuers must be sub-
mitted to Bursa Securities for review prior
to issuance. In this regard, circulars can-
not be issued by a listed issuer until such
listed issuer has obtained the clearance of
Bursa Securities; i.e. when Bursa Securi-
ties informs the listed issuer that it no
longer has any comments to make.

Objectives
The implementation of this new frame-

work for the perusal of circulars is expected
to significantly reduce the time-to-market
for issuance of circulars thereby facilitating
the expedient completion of corporate pro-
posals by listed issuers whilst preserving

the standard of disclosure. The adoption of
this new approach is an integral part of
Bursa Securities’ continuous effort to de-
velop a dynamic and robust capital market.

Key Changes
The adoption of the new framework will

result in the following:

(a) Cessation of pre-vetting of cer tain
circulars (hereinafter referred to as
“Exempt Circulars”). In this respect, a
listed issuer will no longer be required
to obtain the clearance of Bursa Securi-
ties for an Exempt Circular prior to its
issuance pursuant to paragraph 8.09 of
the LR.

(b) Bursa Securities will continue to review all
other circulars in the following manner:

(i) A limited review will be conducted
for circulars where disclosure is fairly
standard (hereinafter referred to as
“Limited Review Circulars”). In con-
ducting its review, Bursa Securities will
only focus on key disclosure areas and
not the entire circular. It must be noted
that Bursa Securities may conduct a full
review where it deems fit. Clearance of
Bursa Securities for limited Review
Circulars is still required pursuant to
paragraph 8.09 of the LR.

(ii) A complete review will continue to be
conducted for circulars which do not fall
within the category of Exempt or Lim-
ited Review Circulars (hereinafter re-
ferred to as “Non-Routine Circulars”). As
such, clearance of Bursa Securities for
Non-Routine Circulars is still required
pursuant to paragraph 8.09 of the LR.

With the changes in the regulatory ap-
proach, the following amendments have
been made to the LR:

(a) Amendment to paragraph 8.09 of the
LR to reflect that clearance from Bursa
Securities is no longer required for Ex-
empt Circulars;

(b) A new provision imposing an obligation
on listed issuers to obtain sharehold-
ers’ approval for material amendments,
variations or modifications to a pro-
posal previously approved by share-
holders except where such amend-
ments, variations or modifications are
made pursuant to a direction and/or
condition imposed by the relevant au-

thorities; and

(c) Secondary or additional amendments

In addition, Bursa Securities is also issu-
ing Practice Note 18/2005 to address the
following issues:

(a) The prescription of circulars which fall
under the category of Exempt Circulars;

(b) The imposition of obligations in relation
to the issuance of an Exempt Circular;

(c) The prescription of circulars which fall
within the category of Limited Review
Circulars; and

(d) An explanation of Bursa Securities’
regulatory approach to Limited Review
Circulars.

Kindly take note that, notwithstanding the
adoption of the new framework by Bursa
Securities, in preparing Exempt, Limited
Review or Non-Routine Circulars, listed is-
suers and their advisers must continue to
ensure compliance with the standard of dis-
closure and contents for circulars pre-
scribed under the LR. The new approach
will be coupled with effective enforcement
action against listed issuers and their advis-
ers who fail to adhere to the disclosure re-
quirements set out under the LR.

Implementation
Kindly take note that the said Amend-

ments shall take effect on 3 January 2005.
In this regard, all draft circulars submit-

ted to Bursa Securities on or before 31 De-
cember 2004 will still be subject to perusal
by Bursa Securities. As such, clearance of
Bursa Securities for such circulars must still
be obtained pursuant to paragraph 8.09 of the
LR notwithstanding that such circulars may
fall within the category of Exempt Circulars.

Additional Information
Please take note that the said Amend-

ments and Questions and Answers are
available for reference on the website of
Bursa Malaysia at www.bursamalaysia.com.

Should you require further information/
clarification on the above, kindly contact:

Contact persons
Yew Yee Tee Ext 7336
Anisah Suyuti Low Ext 7295
Lai Fui Sim Ext 7079
Boo Huey Fang Ext 7019

Please be guided accordingly.

Notice to Members

AT
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COMPLETE LIST OF WINNERS FOR NACRA 2004
Certificates of Merit

CIMB Berhad

DRB-Hicom Berhad

Fraser & Neave Holdings Berhad

Golden Hope Plantations Berhad

Malayan Banking Berhad

Malaysia Airports Holdings Berhad

Malaysia Airline System Berhad

Maxis Communications Berhad

Nestle (M) Berhad

Pasdec Holdings Berhad

Perusahaan Otomobil Nasional Berhad

Road Builder (M) Holdings Berhad

Sapura Technology Berhad

(formerly known as Sapura Telecommunications Berhad)

Special Award for Non-listed Organisations

Cagamas Berhad

Best Annual Report in Environmental Reporting

Shell Refining Co. (FOM) Berhad

PRESENTATION AWARDS

Best Annual Report in Bahasa Malaysia

Public Bank Berhad

Best Designed Annual Report

Telekom Malaysia Berhad

INDUSTRY EXCELLENCE AWARDS

Second Board — Industrial Products

Tien Wah Press Holdings Berhad

Main Board

Plantation and Mining

Kumpulan Guthrie Berhad

Properties, Hotels and Trusts

Island & Peninsular Berhad

Construction and Infrastructure Project Companies

IJM Corporation Berhad

Finance

Public Bank Berhad

Trading and Services

Telekom Malaysia Berhad

Industrial Products

Petronas Gas Berhad

Consumer Products

British American Tobacco (M) Berhad

OVERALL EXCELLENCE AWARD

Most Outstanding Annual Report of the Year

Public Bank Berhad

Past winners for the most outstanding annual report:

1990 Public Bank Berhad

1991-1996 AMMB Holdings Berhad

1997 Public Bank Berhad

1998-2000 Kumpulan Guthrie Berhad

2001 Kumpulan Guthrie Berhad

2002-2003 Public Bank Berhad AT
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an important tool of com-
munication as it serves as
a comprehensive docu-
mentation of a company’s
financial performance,
accounting and corporate
information.

“This all-impor tant
publication provides
companies with the op-
portunity to enhance and
establish their relation-
ships with the various
stakeholders, who range
from, among others, the shareholders, investors, em-
ployees, creditors and lenders, financial analysts and
the Government,” Pusphanathan said.

Over its 14-year history, the criteria for NACRA has
continuously been reviewed and enhanced each year
to encourage the disclosure of all material and rel-
evant information beyond the statutory requirements.

“The stringent criteria has raised the standards
of annual reports over the years and I am glad to
say that the ef for ts and commitment of the
organising bodies in propagating this competition
have been rewarded,” he added.

The NACRA competition is open to all companies
incorporated or registered in Malaysia, both listed
and unlisted, as well as the public sector and other
organisations established in Malaysia.

As of 31 December 2003, a total of 846 companies
were listed on the Bursa Malaysia Bhd and Malay-
sian Exchange of Securities Dealing & Automated
Quotation Bhd (MESDAQ). Of the total, 565 compa-
nies, or 67 per cent, were listed on the Main Board;
249 companies, or 29 per cent, on the Second Board;
and 32 companies, or four per cent, on the MESDAQ.

Out of this, only 70 companies, or 8.2 per cent,
passed the NACRA preliminary screening and quali-
fied for detailed adjudication. These consisted of 68
companies, or 12 per cent, of the companies from
the Main Board and two companies, or one per cent,
from the Second Board. None of the MESDAQ-listed
companies qualified.

Lam Kee Soon, the NACRA 2004 Adjudication Com-
mittee chairman, said most companies failed to
qualify for detailed adjudication due to the absence
of a Bahasa Malaysia version of the annual report.
Having the Bahasa Malaysia version is a pre-requi-
site for participation in the NACRA competition.

Some companies also failed to disclose their fi-
nancial highlights and historical summary for the
past three years. They also failed to qualify because
of the incomplete disclosure of their audit commit-
tee information.

“The stringent criteria

has raised the

standards of annual

reports over the years

and I am glad to say

that the efforts and

commitment of the

organising bodies in

propagating this

competition have

been rewarded,”

Ken Pushpanathan,
NACRA 2004 organising
committee chairman

Datuk Mohd
Shafie Apdal

delivering his speech
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CAPA Strategic Committee Meeting
On 2 November 2004, Peter Lim (Council Mem-
ber), Ho Foong Moi (Executive Director) and
Shobini Mahendra (Manager, Standards & En-
forcement Departments) attended the CAPA Stra-
tegic Committee Meeting in Colombo, Sri Lanka,
as Representative and Technical Advisors respec-
tively of MIA.

The Strategic Committee of CAPA, chaired by the
Deputy President of CAPA, has as its objectives, the
assessment and review of projects and efforts by
CAPA and member bodies so as to ensure that these
projects and efforts meet the mission/vision and ob-
jectives of CAPA.

The various projects currently undertaken by
CAPA member bodies and new potential projects
were reviewed at the Strategic Committee meeting.
The primary issue for discussion and deliberation
was the implementation of International Account-
ing/Financial Reporting Standards issued by IASB
and other International Standards issued by IFAC,
as well as compliance with the Statements of Mem-
bership Obligations (SMOs) of IFAC by the mem-
ber bodies of CAPA. Mechanisms to facilitate such
implementation and compliance were discussed,
including a proposed project to develop a framework
to assess the level of existing compliance with IFAC
SMOs by member bodies of CAPA, and to assess

MIA attends Confederation of Asia Pacific
Accountants (CAPA) Strategic Committee
Meetings in Colombo, Sri Lanka

the needs of these member bodies to assist them
with due compliance with the SMOs. The Strategic
Committee felt that the IFAC and IASB convergence
initiatives will drive most of the challenges and is-
sues that members of CAPA will be facing and it
will be very useful for CAPA to develop a member
body needs analysis to drive the future strategies of
CAPA.

CAPA Executive
Committee Meeting

As a member of the
CAPA Executive Com-
mittee, MIA’s Repre-
sentative, Peter Lim
and Technical Advi-
sors, Ho Foong Moi
and Shobini Mahendra,
attended the CAPA Ex-
ecutive Committee
meeting from 3-4 No-
vember 2004 in Co-
lombo, Sri Lanka. A
number of significant
issues were deliber-
ated upon at the meet-
ing, which was at-
tended by Representa-

tives and Technical Advisors from Japan, South Ko-
rea, Canada, Sri Lanka, India, Pakistan,
Bangladesh, Hong Kong, Australia, New Zealand,
as well as invited guests and observers from other
jurisdictions, including representatives from IFAC,
ACCA, Samara Region (in former Russia), and
North Korea. The issues discussed are set out
below.

Convergence with International Standards
The Technical Director of IFAC, Russell Guthrie

discussed some of the problems and concerns faced
by member bodies of IFAC in the convergence or
adoption of international standards. Due to the
different views on the terms ‘convergence’ and
‘adoption’ of international standards, IFAC has de-
veloped a set of definitions of these terms so as to
ensure that all member bodies are clear about
whether there is actual convergence/harmonisation
of international standards.

“The Strategic

Committee felt that

the IFAC and IASB

convergence initia-

tives will drive most

of the challenges and

issues that members

of CAPA will be

facing and it will be

very useful for CAPA

to develop a member

body needs analysis

to drive the future

strategies of CAPA.”

Delegates at the CAP A
Strategic Committee
meeting in Colombo
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Other concerns and difficulties faced by
member bodies in adopting international
standards, include translation consistency,
timing differences between the issuance of
standards and subsequent translation/
adoption into national standards, complex-
ity of standards and language used, espe-
cially for non-English speaking nations, dif-
ferences in legal/regulatory frameworks,
and the development of the principles
based framework which may not necessar-
ily be understood or appreciated by other
regulators.

To address some of these difficulties, it
was proposed that CAPA member bodies
respond to all Exposure Drafts issued by
IFAC/IAASB and IASB, and that their re-
sponses be circulated to fellow CAPA mem-
ber bodies, and that there would be addi-
tional consultation between CAPA and the
standard setters.

IFAC Compliance Programme
The Chairman of the Compliance Panel,

Robert Mednick, presented the IFAC Com-
pliance Programme and timeline for as-
sessment of IFAC member bodies’ compli-
ance with the SMOs.

The first stage of the Compliance
Programme was the IFAC Assessment of
the Regulator y and Standard-Setting
Framework issued to member bodies
early this year. IFAC informed CAPA that
it received 100 per cent responses from
CAPA member bodies on this Assess-
ment. There were still 55 member bodies
of IFAC that have yet to respond. (Note:
MIA was informed by IFAC that MIA’s
response to the Questionnaire was very
good and would be posted on the IFAC
website as an example).

Based on the responses received on the
first Assessment, a second Self-Assess-
ment Questionnaire is being developed for
individual member bodies to cater to their
specific context. This Self-Assessment
Questionnaire will be accompanied by a
software package that would analyse the
responses keyed-in by the member bodies
and identify the shor tcomings for
compliance. This second stage of the Com-
pliance Programme would require mem-

ber bodies to assess their level of compli-
ance and identify action plans to address
their shortcomings. MIA has volunteered
to field test this software and the sample
Self-Assessment Questionnaire, prior to
the finalisation of the Self-Assessment
Questionnaire. It is expected that the Self-
Assessment Questionnaire will be issued
to member bodies of IFAC in the first quar-
ter of 2005.

IASB’s Conceptual Framework
Professor Dr. Susela Devi presented an

overview of the IASB’s Conceptual Frame-
work and highlighted problems within the
conceptual framework, especially in con-
nection with the development of interna-
tional accounting standards for Small and
Medium size Enterprises (SMEs). It was
argued that a separate conceptual frame-
work should be developed for international
accounting standards for SMEs, rather
than using the same Conceptual Frame-
work. Arising from this presentation,
CAPA agreed that in the interests of SMEs
in the CAPA region, Hong Kong would set
up a Task Force to consider and make rep-
resentations to IASB and other relevant
parties on international accounting stan-
dards for SMEs.

Challenges and Successes in
Implementing International
Standards:  Achieving Convergence
with IFRS and ISAs — the Australian
Experience

Geof f Brayshaw shared with CAPA
member bodies, the challenges and suc-
cesses faced by Australia in implementing
International Standards (IFRS and ISAs),
which are to come into force by 1 January
2005. Australia has taken the position that
all affected companies (public listed com-
panies) should adopt IFRS by this date,
without any exemptions or differences in
timing, so as to ensure that there are no
inconsistencies in the financial reporting
and disclosures on the financial state-
ments. Some of the challenges faced are
the lack of understanding of the IFRSs or
differences in opinions on the interpreta-
tion of the IFRSs.

CAPA Projects
In view of the explanation of the IFAC

Compliance Programme, the Committee
agreed to embark on a project in connec-
tion with the same, namely to assess the
responses provided by member bodies to
the first IFAC Questionnaire and to develop
a framework to identify the needs of CAPA
member bodies to assist them with due
compliance of the IFAC SMOs. It was re-
solved that the focus of CAPA would be to
assist member bodies to comply with the
IFAC SMOs. CAPA member bodies were
invited to volunteer to lead this project (see
Note below).

Other ongoing projects discussed
included the project on the Systemic Finan-
cial and Accounting Reforms in City Gov-
ernments (India), Training the Trainers
(CAPA), Auditors’ Liability Capping (Ko-
rea), Impact of the Sarbanes-Oxley Act on
CAPA member bodies (Sri Lanka), and the
Level of Convergence to IFRS by CAPA
member bodies (Australia).

It was resolved that the Asian Develop-
ment Bank would be approached to fund
some of these projects.

Membership Matters
The Institute of Professional Accoun-

tants of Samara Region (Russia) and the
General Bureau for Cooperation with In-
ternational Organisations (North Korea)
were approved as af filiate members of
CAPA.

Next Meeting
The next Strategic Committee and Execu-

tive Committee meetings of CAPA will be
held in May 2005 in Hangzhou, China.

Note: On 26 November 2004, the MIA Council
approved MIA’s involvement in the CAPA
project in compliance with the IFAC SMOs, as
this would be a valuable learning experience for
MIA in terms of its own compliance with IFAC
SMOs as well as to fully appreciate and under-
stand the framework and structures of fellow
member bodies within the Asia Pacific region.
This project will also assist MIA in its ongoing
efforts to identify and negotiate with ASEAN
countries for mutual recognition.
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The series of programmes organised by MIA in conjunction
with Bank Negara Malaysia to raise awareness and provide
guidance to members on the extension of the reporting obli-
gations pursuant to the Anti-Money Laundering Act 2001 to
accountants and company secretaries who provide specific ser-
vices to their clients, were success-
fully held in 17 locations around the
country in July, August and Septem-
ber 2004.

Over 1,200 participants attended this
programme, where presentations were
made by officers from the Financial
Intelligence Unit of Bank Negara and
members of MIA’s Taskforce on Anti-
Money Laundering. The first of the se-
ries of programmes was successfully
launched by the Deputy Governor of
Bank Negara Malaysia on 6 July 2004
at 2.30 p.m. There were 204 participants
who attended the event held at Bank
Negara Malaysia, as well as over 30 in-
vited guests and members of the MIA
Secretariat. In addition, 16 other
programmes were held over July, Au-
gust and September 2004 in all the states
in Malaysia.

Widening the Regulatory Net: Extension
of the AMLA to Accountants and
Company Secretaries

NUMBER OF PARTICIPANTS

The series of Practitioners’ Briefings organised by MIA to raise aware-
ness and provide guidance to members on the new By-Law B-1 on
Professional Independence, were successfully held in 17 locations
around the country in July, August and September 2004.

Over 1,000 participants attended these complimentary briefings
geared for practitioners and their em-
ployees who provide assurance ser-
vices, where presentations were made
by Council Members and Secretariat
Staff of MIA. The first of the series of
Practitioners’ Briefings was success-
fully held on 7 July 2004 at 2.30 p.m. at
the Securities Commission. There
were 249 participants who attended the
event held at the Securities Commis-
sion, as well as over 30 invited guests
and the MIA Secretariat. In addition,
16 other briefings were held over July,
August and September 2004 in all the
states in Malaysia. The complimentary
briefings were made possible by the
support and sponsorship of CCH (Ma-
laysia) Sdn Bhd.

An analysis of the participation at these
briefings is set out for the information of
members.

By-Law on Professional Independence

Location No.

Kuala Lumpur 249

Seremban 36

Melaka 39

Ipoh 46

Alor Setar 18

Penang 81

Kota Bahru 31

Kuala Terengganu 16

Kuantan 19

Kuching 98

Miri 33

Sandakan 41

Kota Kinabalu 68

Johor Bahru 72

Petaling Jaya 172

Labuan 15

Bintulu 21

Total 1,055

NUMBER OF PARTICIPANTS

Location No.

Kuala Lumpur 225

Seremban 40

Melaka 44

Ipoh 56

Alor Setar 23

Penang 96

Kota Bahru 29

Kuala Terengganu 21

Kuantan 39

Kuching 67

Miri 48

Sandakan 53

Kota Kinabalu 66

Johor Bahru 88

Petaling Jaya 247

Labuan 42

Bintulu 40

Total 1,224

An analysis of the participation at these programmes is set out
for the information of members.

AT

AT

PENANG BRANCH

Tax Issues in Financial Planning

It was full house with 60 participants cramping in the Penang
Branch office on 13 December 2004 when Bhupinder Singh ren-
dered his services as honorary speaker for the evening talk, Tax
Issues in Financial Planning.

Bhupinder, Executive Director of Ernst & Young Tax Consult-

ants Sdn Bhd shared his expertise in Financial Planning Consult-
ing. Among others, participants were given an insight on tax is-
sues concerning debt management and investment strategies, tax
considerations in implementing an ef ficient risk management
strategy and effective tax strategies for retirement planning us-
ing different types of funding products.

Bhupinder receiving
a token of
appreciation from
committee member
Yap Soon Hin

Well received … the
room was packed

with attentive
participants

AT
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Controlling the
audit business
in South Africa
The multibillion-rand business
of auditing companies listed on
the JSE Securities Exchange in
South Africa remains tightly
controlled by the big four au-
diting firms Deloitte, KPMG,
Ernst & Young and Pricewater-
houseCoopers.

In a sur vey announced in
early December, auditing ser-
vices firm Nkonki found the
dominance of the four big play-
ers in cornering business from
the country’s listed entities.

According to an article from
Business Day, companies in the
Alsi 40 Index disbursed about
R1bn for services rendered by
auditing companies, including
external audit fees, in the past
financial year. More than 95 per
cent of the R998m went to the
big four auditing firms.

The survey looked at how,
and from whom, JSE-listed
companies procured auditing
services. The financial figures
were taken from the most re-
cent annual reports of the com-
panies included in the report.
Black auditing firms were vir-
tually excluded in the business
of auditing the country’s top
blue-chip stocks, the survey
found.

Only two companies in the
Top 40 Index, cellular operator
MTN and retailer Woolworths
had appointed black-owned au-
diting firms to audit jointly with
members of the big four firms.

Nkonki highlighted that it
was clear that the private sec-
tor in SA was still reluctant to
include black companies in

SEC accountant blasts
‘compliance mindset’

A top US accounting regulator criticised accountants
for too often using a ‘compliance mindset’ aimed at gam-
ing the system, rather than informing investors, accord-
ing to a Reuters report.

According to the report, the US Securities and Ex-
change Commission (SEC) deputy chief accountant
Scott Taub said he is encouraged by improvements in
accountants’ attitudes since a severe regulatory crack-
down following recent bookkeeping scandals, but he
levelled several sharp rebukes at the profession.

“We do have more work to do, and the status quo,
although better than it was a few years ago, still isn’t
sufficient,” the report quoted Taub when he attended a
conference held by the American Institute of Certified
Public Accountants.

In the Washington-based report, Reuters said he
criticised the mindset among some accountants whose
goal was “to do what is necessary to comply with the
rules, rather than to do what is necessary to communi-
cate to investors”. For instance, disclosures of off-
balance sheet dealings like those seen in the Enron
affair “are often so hard to follow that it is difficult for
readers to understand how they relate to the financial
statements at all,” he said.

The SEC official also took a swipe at some of the prac-
tices of the profession. For instance, Taub criticised
profit-smoothing techniques used by many companies
“even though many believe such methods allow for dis-
torted reporting”.

He also highlighted the speed with which accountants
sometimes move to dodge new standards. “Indeed, in
many instances, the issuance … of a new standard trig-
gers an immediate search to determine techniques to
structure and/or restructure transactions to avoid re-
porting the very information sought by the new stan-
dard,” the report quotes him.

their procurement of profes-
sional services.

The survey also showed that
some of the big four firms
tended to dominate particular
industries. Deloitte emerged as
the market leader in diversified
industrials, including software
and computer services indus-
tries. Deloitte also tended to
dominate the diversified indus-
trial sector.

PricewaterhouseCoopers had
the larger market share in life
assurance as well as the insur-
ance industry, the report said.

BusinessInAfricaOnline

Hong Kong’s
accounting rules
HONG KONG companies will
be forced to annually revalue
their investment properties —
and report any gains or losses
on their profit and loss ac-
counts — beginning next year
under new rules adopted by the
Hong Kong Institute of Certi-
fied Public Accountants
(HKICPA), the territory’s li-
censing body.

The rules, which will bring
Hong Kong accounting stan-
dards in line with those used
in most of the world, were
fiercely opposed by the Hong
Kong Developers’ Association,
whose 700 members include
most of the territory’s prop-
erty outfits, reports The Stan-
dard.

They worry that investors
will be alarmed by the greater
volatility in reported earnings
that is likely to follow imple-
mentation of the new stan-
dards. Under current rules,

AT
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proper ty is carried on the
books at historical cost, less de-
preciation, which often means
that values are severely under-
stated.

Initially, according to the lo-
cal newspaper, the new rules
might lead to big upward revi-
sions in both assets and re-
ported profits, but they will also
make developers’ balance
sheets and income statements
far more subject to the vagar-
ies of property values in Hong
Kong, which in recent years
has had one of the world’s
more volatile markets.

The new accounting stan-
dards will also require changes
in how financial instruments
are valued, more stringent re-
quirements for the use of
hedge accounting and the use
of expected cash flow discount-
ing when providing against
possible losses.

“Fair value means there will
be always volatility in accounts.
But that’s the way accounting
standards have gone and ev-
erybody has to deal with it,”
HKICPA financial accounting
standards committee chairman
Paul Winkelmann said. “But it
will be beneficial to readers of
financial statements as they will
be able to see how the business
had been managed and the im-
pact of the business decisions
that have been made.”

According to the repor t,
the developers’ association
also expressed concern that
changes in proper ty values
could trigger a threshold in
the Listing Rules that would
require publicly traded com-
panies to seek shareholders’
approval for major transac-
tions, Winkelmann said.

However, a spokeswoman for
the stock exchange said the
Listing Rules provide a flexible
mechanism to handle such situ-
ations.

European companies
not prepared for
new accounting
European companies aren’t
fully prepared for compulsory
new international accounting
rules that take effect on January
1, according to a survey from
PricewaterhouseCoopers LLP.

According to a Bloomberg
report, the survey of 266 com-
panies from 18 European coun-
tries showed 81 per cent aren’t
totally confident that they have
the resources to change to In-
ternational Financial Reporting
Standards on time. One in five
companies, or 19 per cent, said
they were confident about the
transition while 66 per cent said
they had some full-time re-
sources dedicated to making
the deadline, according to the
e-mailed survey.

“It is now a matter of urgency
for companies to channel suffi-
cient resources into completing
proper IFRS implementation,”
the new wire report quoted
PricewaterhouseCoopers.

The report said all publicly
traded companies based in the
European Union are adopting
new rules from the Interna-
tional Accounting Standards
Board next year that are de-
signed to make it easier for in-
vestors to compare results.
IFRS will also lead to larger
swings in earnings than under
current accounting rules, com-
panies have said.

The EU’s move two years
ago to adopt a common set of
accounting standards is the
centrepiece of a drive to forge
a single EU financial market
from its 25 member states. The
EU estimates that an integrated
market will add one percentage
point to annual economic
growth, the report added.

Bush has two
big ideas about
US Tax Bill
First, he wants to repeal the es-
tate tax and make the tax cuts
of 2001 and 2003 permanent.
Given the G.O.P.’s strength in
the Senate, that increasingly
looks like a done deal.

What comes next is more au-
dacious: an overhaul, perhaps a
total gut job, of the whole con-
fusing, jerry-rigged tax struc-
ture that keeps you muttering
under your breath, or worse,
every April, reports the Money
Magazine (cnnmoney.com).

As expected, the report noted
that the reform will be contro-
versial. The federal budget defi-
cit is $400 billion; extending the
tax cuts and minimising the
AMT’s impact could cost $1.9
trillion over the next 10 years.
That’s going to make it tougher
for the President to stick to his
goal of revenue neutrality.

Instead of taxing income,
this solution would tax con-
sumption. Bush himself called
it “an interesting idea” over the
summer, the report said.

One way to structure such a
system is a European-style
value-added tax, or VAT, in
which goods are marked up at
each level of production. Tax
academics like this, but politi-
cians recoil from the system’s
complexities.

A national sales tax, akin to
the state sales tax most Ameri-
cans now pay, does have sup-
port in Congress, it reports.

The Look of
Tax Software
The face of tax preparation soft-
ware is changing. In fact, the
face of desktop software in gen-
eral is changing and tax soft-

ware is part of a bigger trend
as applications increasingly
take on the appearance of
Microsoft products, reports
Accounting Technology.

“We think the interface is
going to be a big hit,” the re-
por t quotes Kevin Rober t,
president of CCH Tax and Ac-
counting. Preparers, he contin-
ues, grew up with Excel, so
they will latch on to the new
interface.

In fact, CCH isn’t just plug-
ging the Microsoft connection
with ProSystem fx Tax, it is also
getting more Microsoft-like
with its Tax Research Network
through CCH IHand, which
will enable preparers working
in Word or Excel to log on to
TRN without leaving those ap-
plications.

Intuit hasn’t said much about
the Outlook inter face for
ProSeries, but considering that
two Microsoft products,
Microsoft CRM and the Navision
accounting line, now sport Out-
look interfaces, it’s likely that the
overall market will increasingly
see desktop business applica-
tions that resemble Outlook.

Meanwhile, the report said
Petz Enterprises underscored
that operating in Windows isn’t
the same as having a graphical
interface. The company has
redesigned its CrossLink Tax
software to give it a true Win-
dows interface.

“We had maintained the char-
acter-based interface,” says
Chuck Petz, vice president of
product development for the
Tracy, California-based company.
When it came to adopting a
graphical interface, Petz wanted
a truly graphical interface, along
with the speed of data entry on a
character-based system.

“It’s been a long evolution to
get the interface together to let
the preparer quickly do the tax
return,” he continued. AT
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New IFAC Publication
Identifies Role and Value
of Professional
Accountants in Business
Providing assurance, facilitating manage-
ment decision-making and strategic devel-
opment, and serving as the gatekeeper of
corporate integrity are all key roles of pro-
fessional accountants in business that are
highlighted in a new publication, The Di-
verse Roles of Professional Accountants in
Business, released by the International
Federation of Accountants (IFAC). The
booklet, which provides insights into the
varied responsibilities of professional ac-
countants in business, features interviews
with 16 senior-level accountants working
in a variety of organisations in 11 different
countries. The interviews were conducted
by Robert Bruce, a leading accountancy
journalist.

Among those interviewed for the publi-
cation include the chairman of the largest
independent Chinese bank in Hong Kong,
the chief accounting officer of a multina-
tional automotive company, the third in
command at the FBI (US Federal Bureau
of Investigation), the vice-president of in-
vestor relations for an international corpo-
ration, and the general manager of a small
Australian family business.

“We are often asked, ‘What exactly does
an accountant in business do?’ Our goal
was to let professional accountants in busi-
ness tell their own story about their roles
and responsibilities so that the public can
better understand not only what they do,
but also how they balance their roles of
meeting corporate objectives and share-
holder needs,” points out Bill Connell,
chair of IFAC’s Professional Accountants
in Business Committee, which commis-
sioned the work.

The interviews revealed several com-
mon themes:

� The work of professional accountants in
business has changed significantly in
recent years — today it has as much to
do with strategy and assurance as it has
to do with the integrity of the numbers
produced;

� Today’s accountants in business deal

with ongoing pressure over ethics, based
in large part on aggressive earnings
management;

� Continuing professional education is
seen as necessary to staying current on
increasingly complex business and ac-
counting issues;

� Professional accountants in business
have key roles in corporate governance
and view themselves as the “leaders of
integrity.”

The book may be downloaded free of charge
(simple registration information is required)
from IFAC’s online bookstore by going to
www.ifac.org. Print copies, available for US$25
plus shipping, may also be ordered through the
online bookstore or by calling +1 (212) 286-
9344.

IAASB Invites Comments
on Two Proposed
Auditing Standards
Addressing Materiality
and Estimates in
Financial Statements
The International Auditing and Assurance
Standards Board (IAASB) of the Interna-
tional Federation of Accountants (IFAC)
invites comments on two new exposure
drafts (EDs): proposed International Stan-
dard on Auditing (ISA) 320 (Revised),
Materiality in the Identification and Evalu-
ation of Misstatements and proposed ISA
540 (Revised), Auditing Accounting Esti-
mates and Related Disclosures (Other Than
Those Involving Fair Value Measurements
and Disclosures). Both proposed revised
ISAs were developed jointly with the Au-
diting Practices Board of the UK. The re-
visions to these standards are par t of
IAASB’s drive to strengthen audit quality
worldwide.

The concept of materiality is funda-
mental to an audit. Estimates are an in-
tegral and vital part in the preparation of
all financial statements. The two pro-
posed standards, though separate, are
complementary. In particular, they both
tackle the dif ficult issue of bias in the
preparation of financial statements. The

AT

IAASB thinks that they will help auditors
assess whether management may be ap-
plying aggressive earnings management
techniques to their estimating proce-
dures.

John Kellas, Chairman of the IAASB,
explains: “The two proposed standards
will require greater rigor and scepticism
in the audit of accounting estimates.
They will also require auditors to be alert
to the possibility of management bias in
the determination of accounting esti-
mates. New guidance is given on the as-
sessment of dif ferences identified by the
auditor, including both those of fact and
of opinion. Most importantly, and per-
haps controversially, the guidance draws
attention to the possibility that a lack of
neutrality on the part of management in
the preparation of the financial state-
ments may, taken with uncorrected mis-
statements, cause those statements to be
materially misstated.”

The proposed revised ISA 320 estab-
lishes standards and provides guidance on
audit materiality and how it is used in the
identification and evaluation of misstate-
ments when performing an audit of finan-
cial statements. It indicates that the
auditor’s judgement as to matters that are
material to users of the financial statements
is based on consideration of the needs of
users as a group and not individual users
whose needs may vary widely. Specifically,
the ED provides standards and guidance
on:

� Determining audit materiality for
financial statements as a whole and for
particular items of lesser amounts when
planning the audit;

� Considering audit materiality levels as
the audit progresses;

� Evaluating the effect of uncorrected mis-
statements; and

� Communicating misstatements to man-
agement and those charged with gover-
nance.

The proposed revised ISA 540 provides
guidance on auditing accounting estimates
and related disclosures. It conforms the
approach to accounting estimates to the
IAASB’s revised audit risk and fraud stan-
dards. Specifically, the ED provides stan-
dards and guidance on:
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� Risk assessment procedures to identify
accounting estimates for which there is
a risk of material misstatement;

� The impact of estimation uncertainty on
the auditor’s risk assessment and the
design of substantive audit procedures
to respond to such uncertainty;

� Evaluating audit evidence and determin-
ing misstatements; and

� Indicators of possible management bias.

“We were pleased to work with the UK
Auditing Practices Board on both these
projects. Such joint initiatives can expedite
the convergence to international standards
— an important IAASB goal,” states Mr.
Kellas.

Comments on the EDs are requested by April
30, 2005. The EDs may be viewed by going to
www.ifac.org/EDs. Comments may be submit-
ted to EDComments@ifac.org. They can also be
faxed to the attention of the IAASB Technical
Director at +1-212-286-9570 or mailed to the
IAASB Technical Director at 545 Fifth Avenue,
14th Floor, NY, NY 10017, USA. All comments
will be considered a matter of public record
and will ultimately be posted on IFAC’s
website.

IFAC Guidance Focuses
on Ensuring Quality
and Capability of New
Entrants to the Profession
As the accountancy profession looks to its
future, one of the critical areas it must ad-
dress is ensuring that new entrants to the
profession are qualified to meet the respon-
sibilities they will face. To address this
challenge, the International Federation of
Accountants’ (IFAC) Education Committee
has released the International Education
Paper (IEP) 3, Assessment Methods, which
presents a detailed discussion of assess-
ment techniques to help national accoun-
tancy organisations ensure that candidates
are appropriately qualified before being
admitted to membership of their associa-
tions.

“IFAC member bodies have a public in-
terest obligation to ensure candidates ad-
mitted to membership, and who carry the
professional designation associated with
membership, have the necessary capa-

bilities, skills, and knowledge,” states
Henry Saville, Chair of the IFAC Educa-
tion Committee. “This paper is intended
to help member bodies meet this obliga-
tion and comply with the International
Education Standard, IES 6, Assessment of
Professional Capabilities and Competence,
issued in October 2003.” The paper con-
siders the key concepts in assessment,
provides a summary evaluating the vari-
ous methods and then considers, in a
non-prescriptive way, which assessment
methods are best suited to test different
capabilities and competence, both in
terms of knowledge and practical expe-
rience.

It also includes two practical tools: a
series of questions designed to assist
member bodies when reviewing their as-
sessment methods and secondly, a list of
electronically accessible reference mate-
rials available through the Education
Committee section of the IFAC website.
The reference materials cover illustra-
tions of the application of new assess-
ment methods used in accounting edu-
cation, references to websites dealing
with the theory and practice of assess-
ment and new developments in the field
of assessment. These reference materi-
als can be accessed at www.ifac.org/edu-
cation.

“There are various techniques used to
assess candidates throughout the educa-
tion process, and many of our member
bodies use a wide range of these tech-
niques. This paper is intended to help
member bodies consider their current ap-
proach to assessment and select tech-
niques which suit their environment and
circumstances,” adds Mr. Saville.

The paper is based on research com-
missioned by IFAC’s Education Commit-
tee and carried out by Professors David
Lines and Elizabeth Gammie of The Rob-
ert Gordon University of Aberdeen, Scot-
land.

The Education Committee encourages com-
ment and debate on the issues discussed in this
paper. The paper may be downloaded free of
charge (simple registration information is re-
quired) from IFAC’s online bookstore by going
to www.ifac.org. Print copies, available for US
$25 plus shipping, may also be ordered through
the online bookstore or by calling +1 (212) 286-
9344.

AT
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New International
Public Sector Account-
ing Standard Guides
Governmental Bodies
in Recognising Losses
To further assist governments worldwide in
providing transparent and useful financial
statements, the International Public Sector
Accounting Standards Board (IPSASB) of
the International Federation of Accountants
(IFAC) has issued a new standard that re-
quires recognition of impairment losses. This
standard, International Public Sector Ac-
counting Standard (IPSAS) 21, Impairment
of Non-Cash Generating Assets, prescribes the
basis on which an entity determines whether
a non-cash generating asset is impaired and
whether a loss should be recognised.

“This standard deals with an important
area in public sector financial reporting for
which there has previously been little guid-
ance. It is a key element in ensuring that prop-
erty, plant and equipment and certain other
assets of public sector entities are not car-
ried at an amount in excess of their service
capacity. These matters are central to the
preparation of financial statements which are
transparent and which communicate relevant
and reliable information to users,” states
Philippe Adhémar, IPSASB Chair.

This standard applies to governments and
other public sector entities preparing general
purpose financial statements under the ac-
crual basis of accounting. IPSAS 21 requires
that an asset not be carried at an amount in
excess of its recoverable service amount.
The entity will have to determine whether
there is any indication that a non-cash gen-
erating asset may be impaired. If there is
such an indication, the entity is required to
estimate the recoverable service amount of
the asset and to determine whether an im-
pairment loss should be recognised.

The standard includes:
� Definitions of cash-generating assets and

impairment;
� Guidance on identifying an asset that

may be impaired;
� Guidance on measuring an asset’s recov-

erable service amount;
� Guidance on measuring an impairment

loss; and
� Requirements for the recognition, and

reversal of an impairment loss.

This new standard may be downloaded from the
IFAC website by going to www.ifac.org.

AT
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M E M B E R S ’  U P D A T E

Non-Audit Firms
FROM 1 NOVEMBER TO 31 DECEMBER 2004

New Registration
 NON-AUDIT FIRM NF NO

JOHOR DARUL TAKZIM

CS Lee & Associates 0589
34A Jalan Bakawali 37
Taman Johor Jaya
81100 Johor Bahru
Tel: 07-358 5566   Fax: 07-358 6655
e-mail: colinlcs@hotmail.com

GL Ong & Associate 0590
No. 15, Jalan Permas 8/12
Taman Permas Jaya
81750 Johor Bahru
Tel: 07-3875322   Fax: 07-3880304

GSL Management
Consultancy Services 0596
Wisma PPP, 81 Jalan Glasiar
Taman Tasek
80200 Johor Bahru
Tel: 012-7121052   Fax: 07-2341052
e-mail: ckssw@tm.net.my

Kwint Consulting 0611
No. 3-02, Jalan Sri Perkasa 2/18
Taman Tampoi Utama
81200 Johor Bahru
Tel: 07-2416505   Fax: 07-2416515
e-mail: winton@tm.net.my

KEDAH DARUL AMAN

BJ Chan & Co. 0613
36, Tingkat 1, Lorong 11/1A
Taman Bandar Baru
08000 Sungai Petani
Tel: 04-442 2350   Fax: 04-442 2351
e-mail: spn_bjchan@yahoo.com.sg

Joyce & Co 0619
B-12, 1st Floor
Jalan Sekerat
08000 Sungai Petani
Tel: 04-425 6112   Fax: 04-422 5112
e-mail: joycepitchiah@yahoo.co.uk

MELAKA

LLY & Associates 0608
82 Jalan Kampung Hulu
75200 Melaka
Tel: 012-926 3112   Fax: 06-2817795

NEGERI SEMBILAN DARUL KHUSUS

Khairul Ridha & Co. 0607
409-1, Suite B
Jalan Haruan 4
Oakland Commercial Centre
70300 Seremban
Tel: 06-6014700   Fax: 06-6014951
e-mail: khridha@myjaring.net

IAASB Issues New
Standard for the Form
of an Auditor’s Report
and Addresses Issues
of International
Comparability
To enhance the transparency and compara-
bility of auditor’s reports across international
borders, the International Auditing and As-
surance Standards Board (IAASB) of the
International Federation of Accountants
(IFAC) has issued an International Standard
on Auditing (ISA) that establishes a new form
of auditor’s report. The updated standard,
ISA 700, The Independent Auditor’s Report
on a Complete Set of General Purpose Finan-
cial Statements, sets out a framework to sepa-
rate audit reporting requirements in connec-
tion with an ISA audit from additional supple-
mentary reporting responsibilities required
in some jurisdictions.

The standard also sets out clear guidance
to the auditor in those circumstances when
the audit is conducted in accordance with
both ISAs and the auditing standards of a
specific jurisdiction, and in particular on pre-
paring an auditor’s report to meet both the
report structure required by the national ju-
risdiction and the requirements of the ISA.
“The European Commission asked the
IAASB to look at this project as a matter of
urgency to contribute to harmonised audit
reporting within the EU. Many EU and other
countries require the auditor to report on
matters additional to the financial statements,
but these requirements differ between coun-
tries. Our solution is the preparation of a two-
part report: the first deals with financial state-
ments, and should be essentially the same
for all audits conducted in accordance with
ISAs; the second deals with any further mat-
ters that may be required by local regula-
tions. We thereby require comparability
where it matters, while allowing appropriate
flexibility to deal with local circumstances,”
explains IAASB Chairman John Kellas.

“While the IAASB’s consideration of the
auditor’s report did not otherwise entail a
fundamental reconsideration of the ap-
proach to reporting, the IAASB took the
opportunity to update and strengthen the

requirements of the standard. In particu-
lar, new guidance is given on the auditor’s
consideration of whether an accounting
framework is acceptable, and on the need
for the auditor to consider whether the fi-
nancial statements are misleading even
when they comply in all respects with that
framework.” The new wording for the
auditor’s report includes:

� Better explanations of the respective re-
sponsibilities of management and the au-
ditor;

� An updated description of the audit pro-
cess to reflect the new IAASB Audit Risk
Standards; and

� Clarification of the scope of the auditor’s
responsibilities with respect to internal
control.

The revision of ISA 700 also gave rise to
conforming amendments to the following
standards:

� ISA 200, Objective and General Principles
Governing an Audit of Financial Statements;

� ISA 210, Terms of Audit Engagements;

� ISA 560, Subsequent Events;

� ISA 701, Modifications to the Independent
Auditor’s Report; and

� ISA 800, The Independent Auditor’s Report
on Special Purpose Audit Engagements.

The new form of the report is to be ap-
plied for auditor’s reports dated on or after
31 December 2006. Conforming amend-
ments to other ISAs are applicable for au-
dits of financial statements for periods be-
ginning on or after 15 December 2005. The
IAASB has not allowed for early application
of the new report wording to prevent con-
fusion that might arise if both the old and
new forms of report were being used at the
same time. ISA 701 is a new standard that
includes material on modified auditor’s re-
ports (i.e., those including an emphasis of
matter, or an opinion that is other than un-
qualified) previously included in ISA 700.
The IAASB is currently reviewing ISA 701
and ISA 800, and expects to issue proposed
revised standards during 2005. It is not an-
ticipated that any changes to the new ISA
700 will result from this exercise.

The new ISA 700 and all conforming amend-
ments to other standards can be viewed and
downloaded by going to www.ifac.org/store/
IAASB. For more information about this and
other IAASB projects, visit the IAASB website
at www.ifac.org/IAASB.

AT
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Institute News
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On 1 October 2004, participants of the Asia Pacific
Financial Services Association (APFinSA) paid a
courtesy visit to the Malaysian Institute of Accoun-
tants (MIA) after their annual forum in Kuala
Lumpur on 30 September 2004.

Apart from the other APFinSA delegates, the main
representatives were:

APFinSA

� Headed by Ian Clark of New Zealand

European Financial Planning Association (EFPA)

� Joseph Soler-Alberti

� Michael Fawcett

Canadian Institute of Bankers (CIB)

� Jacques Bergeron

Australian Financial Planning Association (AFPA)

� Michael Murphy

Representatives from MIA

� Headed by Raymond Liew (Chairman)

� S.K. Yap (COO of MIA)

� Michele Lee

� Chong Chee Fire

� Johnny Yong (Secretary)

� Tarana G. Ramchand (Co-secretary)

MIA representatives were on hand to brief del-
egates of the role of the Institute as a regulatory
body for accountants. This included a brief on the
Institute’s involvement in the area of financial plan-
ning following the setting-up of the Working Group
on Financial Planning, chaired by council member,
Raymond Liew. This was followed by an interesting
exchange of ideas between Michael Murphy and
Raymond Liew on the rapid developments in finan-
cial planning. Among the issues discussed was the
perception that the relevant authorities were unable
to see financial planning in a practical sense. This
was due to there being too many schools of thought
by ‘experts’ there, each claiming they knew better.
In reality, input from other “deemed” experts was
also necessary in the financial planning process if it
was to be approached in a holistic manner.

Liew explained that the financial planning indus-
try of Malaysia has a huge potential for speedy
growth due to rapid changes and the proliferation
of financial products. In recognising this growth po-
tential, the Financial Planning Working Group
(FPWG) of MIA has organised numerous talks for
its members. The objectives are to provide insight
and updates on the specialised field of Financial Plan-
ning, what it entails and the great potential that is in

store for accountants
today should they take a
step forward in this in-
dustry.

Liew also addressed the
registration of financial
planners i.e. the criteria
for application of a Finan-
cial Planning Advisor’s li-
cence, recognised qualifi-
cations and the role of the
Financial Planner as re-
quired by the Malaysian Securities Commission, its
guidelines and the Securities Industry Act.

Lim Yuen Seong from NAMLIFA also put across
his views as to the development of the financial
planning industry in Malaysia and the possible role
that MIA can play within this industry which is still
in its infancy stage. This view was shared by most
including Paul Chan of Singapore.

At the conclusion of the courtesy visit, Liew
presented mementos to representatives of the
organisations present. The meeting ended with the
consensus that there be more such exchange of ideas
to benefit existing and would-be practitioners in the
area of financial planning. This was because the
industry was slowly becoming more regulated not
just in Malaysia but in other countries as well.

Any member who wishes to discuss issues on financial
planning or needs to get  the latest updates of any changes,
contact the Institute at +603-2279 9200. Alternatively, you
may wish to communicate directly with Raymond Liew,
Chairman of the Working Group Committee at
parkerrandall@raymond-liew.com

Discourse on Financial Planning

“… the financial

planning industry of

Malaysia has a huge

potential for speedy

growth due to rapid

changes and the

proliferation of

financial products.”

Raymond Liew

Delegates and representatives together with the MIA

Raymond Liew (right)
presenting a memento

to  Ian Clar k from
APF inSA
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Vision
“To be the lead-

ing Research and Educational Foundation
for the Accountancy Profession in Malaysia”.

Background
The Malaysian Accountancy Research and

Education Foundation (MAREF), a trust
body for the promotion, encouragement and
advancement of accountancy research and
education in Malaysia, was set up in 1990 and
received its certificate of registration as a
corporate body under the Trustee
(Incorporation) Act 1952 on 26 July 1993
from the Prime Minister’s Department.

MAREF is a trust body sponsored by the
Malaysian Institute of Accountants (MIA)
with the mission “to promote, support & con-
duct research & educational programmes for
the benefit of the accountancy profession”

Objectives
To encourage and promote the ad-
vancement and development of accoun-
tancy in Malaysia.

To pay all or part of the fees payable in-
cluding other expenses incurred and/or
incidental to the education, training, and/
or maintenance in respect of the deserv-
ing persons who are being educated or
wish to be trained in the profession, in a
recognised institution of learning.

To carry out such legally charitable
purposes for the advancement of edu-
cation and training in the profession.

To carry out research in and to pro-
mote development of accounting and
auditing standards.

To publish and disseminate literature
in the advancement of the accounting
profession.

The Foundation
In 2004, a secretariat was established to

manage the day-to-day activities of MAREF.
The secretariat, which reports to the Board
of Trustees also acts as the secretariat to the
Research Board. The main objective for the
establishment of the secretariat is to ensure
the effectiveness and efficiency of MAREF’s
operations and to co-ordinate research activi-
ties between MAREF and the researchers.

Organisation Chart

Board of Trustees

Research Board

Secretariat

The secretariat can be contacted at:

MAREF
16-18, Tingkat Mezzanine,
Jalan Tun Sambathan 3, Brickfields
50470 Kuala Lumpur, Malaysia.
Tel: +603-2274 9911  Fax: +603-2273 7804
e-mail: izdi@hotmail.com

The Board of Trustees
The Board of Trustees is the governing

body of MAREF. The trustees comprise of
eminent individuals within the profession,
who have shown great interest in accoun-
tancy research and education in Malaysia.
The trustees were appointed by the MIA
Council and serve the board on a volun-
tary basis.

The current members on the Board of
Trustees are:
� Datuk Dr. Abdul Samad Haji Alias,

(Chairman), President, MIA; Chairman,
Malaysian Venture Capital; Chairman,
Malaysian Debt Ventures.

� YM Raja Dato’ Seri Abdul Aziz Raja Salim
Former Accountant General of Malaysia.

� Dato’ Syed Amin Aljefri
Managing Partner, Aljeffri & Co.

� Chow Kee Kan
Managing Partner, K K Chow & Co.

� Damanhuri Mahmood, Consultant.
� Neoh Chin Wah, Managing Director

Sci-Neoh W M Lam & Co.
� Dr. Noorhayati Mansor

Associate Professor
Universiti Malaysia Sabah

� Raymond Liew Lee Leong
Managing  Partner, Parker Randall

 The Research Board
Currently, the members of the research

board are a combination of academicians
and practitioners. The objectives of the
Research Board are to:

Sponsor and promote research activi-
ties and initiatives relevant to the prac-
tice of accountancy in Malaysia.
Foster close links between the board
and the academic community/practitio-
ners on research issues affecting ac-
countancy and related disciplines.
Promote research which addresses the
future of the accountancy profession.

The current members of the board are:
� Prof. Dato’ Dr. Daing Nasir (USM)
� Prof. Dr. Bala Shanmugam

(Monash Malaysia)
� Prof. Dr. Normah Omar (UiTM)
� Prof. Dr. A. Seetharaman (MMU)
� Prof. Dr. Mahamad Tayyib (UUM)
� Assoc. Prof. Dr. Arfah Salleh (UPM)
� Dr. Adam Bakar (Legenda College)
� Seow Yoo Lin (KPMG).
� David Siew Kah Toong (BDO Binder)
� Chow Chee Kan (K K Chow & Co.)
� Damanhuri Mahmood (Consultant)

Research and Publications
Listed below are the latest research and

publications that have been sponsored by
MAREF.
� Malaysian Accounting Review (annual

joint publication with UiTM)
� Survey & Analysis of Financial Report-

ing of Islamic Banks Worldwide (co-spon-
sored by AMMB)

� Taxpayer Income Tax Knowledge and Its
Relationship with Non Compliance (USM)

� The Future of Accountants in Malaysia:
An Empirical Investigation on Why Ac-
countants are Joining Commerce and
Industry (UiTM)

� Employees Preferences on the Recruitment
of Accountants (UiTM)

� Donations to Sabah State Library.
� The Effects of Industry and Personality on

Auditors Materiality Judgement (UKM)
� Accounting and Tax Disclosure Require-

ments of Islamic Financial Instruments
and Transactions (MIT)

� Peer Review as a Possible Tool of Audit
Practice Monitoring in Malaysia (UiTM)

� Research Study on Management Account-
ing Systems in Japan (UM)

� Corporate Rescue — Malaysian Scenario
(UKM)

� The Cost and Benefits of Harmonising
Financial Accounting Standards in the
Asia Pacific Region (University of Otago,
New Zealand)

• MAREF •

Malaysian Accountancy
Research and Education Foundation
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Incorporation and Aim
The Malaysian Association of Accounting Administrators (MAAA) was
incorporated in 1990 with limited liability under Section 16(4) of the
Companies Act, 1965 in recognition of the two-tiered nature of the ac-
countancy profession. MAAA is a company sponsored by the Malay-
sian Institute of Accountants (MIA).

Main Objectives
• To provide a qualification to be known as Accounting Technicians/

Administrators for persons employed on duties customarily un-
dertaken by assistants to accountants registered with the MIA.

• To provide an organisation and membership for such persons who
are desirous of acquiring such qualification and persons who are
granted such qualification.

• To promote in the public interest the technical competence of such
persons engaged in positions and performing the functions of ac-
counting technicians/administrators.

Council Members (2003/2004)
Elected Members
Izhar Abd Kahar  (President);  Koo Yew Fook, Allan  (Vice-Presi-
dent)
Cheah Foo Seong;  Chin Wah Yin;  Kasim Darus;  Lim Ah Leck;  Low
Han Men, Aric;  Mahadevan s/o Gengadaram;  Mok Kam Seng;
Panneer Selvam;  YM Raja Noorhana bt Raja Harun;  Wong Chee
Kheong;  Yong Yoon Kee

MIA Nominated Members
Manjeet Singh s/o Santokh Singh;  Mohd Sarif bin Ibrahim;  Assoc.
Prof. Dr. Nafsiah bt. Mohamed

Secretariat Office
Malaysian Association of Accounting Administrators, Dewan
Akauntan, 2 Jalan Tun Sambanthan 3, Brickfields, 50470 Kuala Lumpur
Tel : 03-2279 9200  Fax : 03-2274 1783   e-mail : maaa@mia.org.my

Last year’s national conference was held
on 12 & 13 October in PWTC, KL. The
theme for the conference was “Principle-
Centred Stewardship — Key To Better
Business”.

The main objective of organising the national conference was
to showcase the “unification of the accounting profession”. The con-
ference offered an effective platform for members of the account-
ing profession to enhance and expand their knowledge and expe-
riences in areas concerning accounting, in particular, and busi-
ness, in general. It also provided networking opportunities to the
over 1600 delegates who attended. Four were from MAAA, namely,
En. Izhar Kahar (President), Aric Low, Kassim Darus, and Wong
Chee Kheong.

Judging from the overwhelming response reflected in the
record number of participants, last year’s theme must have at-
tracted much interest given the shaken confidence of the public
in the profession’s integrity, professional conduct and responsi-

The New Era of
Corporate Integrity
report by Aric Low

bility, no doubt rising from the much publicised corporate scan-
dals of the likes of Worldcom and Enron.

Last year’s theme was also considered to be most timely and
relevant. It was only in the beginning of the year that the country’s
National Integrity Plan (NIP) was launched by YAB Dato’ Seri
Abdullah Ahmad Badawi, the Prime Minister of Malaysia. The
NIP is now adopted by the Government as a nationwide plan of
action to promote ethics and integrity in both the public and private
sectors.

It was not surprising therefore that the first plenary session for
the conference, right after the opening ceremony, was on the topic
“Meeting Challenges in the new Era of Corporate Integrity”. Who
would be more qualified to deliver this paper than the President
of the Integrity Institute of Malaysia (IIM) himself, YBhg Datuk
Dr. Sulaiman Haji Mahbob.

When presenting his paper, Datuk Sulaiman stated that the
broader objective of the NIP was to realise the aspirations of Vision
2020, i.e. for Malaysia to become a fully developed nation with
strong moral and ethical values, and to ensure that citizens have
good behaviour. To achieve this goal, it was critical that
organisations and individuals alike develop a deep sense of
accountability and commitment in upholding good moral values
and the principles of integrity.

Datuk Sulaiman further elaborated that one of the key pillars
for the success of the NIP was “Leadership by Example” where
leaders were imbued with commitment, vision and clear purpose
while holding fast to the principles of honesty, ef ficiency and
sincerity. Leaders too have to be exemplary, prudent, and people-
friendly.

A total of 22 sessions were conducted — some concurrently —
during the conference. Other interesting topics presented included
“Super Branding and Marketing for Financial Services” by
Hermawan Kartajaya, “Of Toughest Peaks and Harshest Landscapes”
by Khoo Swee Chiow, and “Strategic Enterprise Management: An-
swering the Challenge of Performance, Governance and Responsi-
bility” by Dr. Martin Fahy.

In his paper on “Strategic Enterprise Management”, Dr. Fahy
said studies showed that enterprise governance issues were
driving changes in management systems and processes
organisation-wide. He cautioned that organisations should not see
governance in narrow ethical and corporate responsibility terms,
even though many still did, but as shareholder value connections.
These connections actually create value, not destroy them. What
then was the wake-up call for accounting professionals today?

Dr. Fahy suggested they must make time by working with
greater ef ficiency and effectiveness to ensure that good sys-
tems, processes and controls, with the help of modern tech-
nology, were in place. This was because good enterprise
governance was about balancing compliance and performance
and obtaining good data.

Hopefully, with the improved decision-making processes and
managing executions, the link between expected performance,
governance and responsibility will become a reality in our
organisations.

Institute News
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C O L U M N S  news from professional bodies

Finance sector in
Malaysia shun Corporate
Environmental Reporting (CER)
The finance sector represents only five per cent of
companies listed on the Main Board of Bursa Ma-
laysia that tracks and reports its corporate environ-
mental responsibility and contribution. According
to the recent survey by ACCA, the percentage rep-
resents only three companies in the finance sector.

The trends of the last five years show that the
finance sector hardly accounts for the impact they
have on the environment. Only one company con-
ducted CER in 1999, two for the years 2000, 2001
and 2002 and three in 2003.

“Actually the findings are not surprising since the
same trends can be found in Asia and the rest of the
world. Why does this sector shun CER? Most prob-
ably, they may perceive their environmental record
as being minor or irrelevant. In reality, their impact
may be less obvious, but it is nonetheless real,” said
Tay Kay Luan, Head of ACCA Malaysia.

The finance sector cannot just dismiss its envi-
ronmental record as trivial as these companies can
unwittingly be contributing to environmental dam-
age. A major banking group with a large network of
branches around the country leaves a substantial
ecological footprint. The group uses air-condition-
ers and lights, consuming electricity. Its fuel con-
sumption could be high — it may maintain a large
fleet of company cars and hire armoured security
vehicles to transport money, and its employees may
move about in single-occupant vehicles. All these
vehicles probably consume non-renewable fossil fu-
els and discharge carbon emissions that is a factor

in global warming. It uses tons of paper and ink to
print and photocopy memos, reports, ATM receipts,
loan documents, savings passbooks and cheque
books, eventually producing mountains of wastepa-
per and empty toner cartridges that saturate land-
fills. The most significant damage from the finance
sector is the approving of financing to companies
that destroy the environment, such as developers
and construction companies.

“The finance sector in Malaysia needs to be more
proactive in engaging CER. They can implement a
variety of innovative measures to mitigate their eco-
impact and the rewards can be very handsome in
monetary returns. The UK Co-operative Bank is a
salient example of how banks too can be a good
model of CER and their green efforts bring prof-
its,” said Tay further.

According to the survey; Report Summary — The
State of Environmental and Social Reporting in Malay-
sia, the manufacturing sector is the largest sector to
engage in environmental reporting with an increase
to 32 per cent in 2003 from only 28 per cent in 1999.

“The finance sector can’t just put aside CER in
their operations. Financial success is no longer the
sole measure by which corporations are judged by
their stakeholders. Companies are now expected to
perform well in non-financial arenas such as human
rights, business ethics, environmental policies, cor-
porate contributions, community development, cor-
porate governance, and workplace issues. Environ-
mental and social reporting can be the edge for com-
panies to compete,” explained Tay.

“Some banks even go to the extent of adopting
the Equator Principle, which means they provide
loans only to those projects whose sponsors can
demonstrate that the projects have been developed
in a socially responsible manner.” AT

Association of Chartered Certified Accountants ▼
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The single most important success fac-
tor of a high performing organisation
is leadership and culture. With that in
mind, ACCA organized a one day semi-
nar on ‘What CEOs must do to suc-
ceed’ at Hilton Hotel Kuala Lumpur on
6 January 2005.

Associate Professor John Zinkin
from the Marketing and Strategy Unit
at Nottingham University, the author
of the book What CEOs must do to suc-
ceed facilitated the seminar. John

What CEOs must do to
succeed!

Association of Chartered Certified Accountants ▼

Zinkin has over 30 years experience
in business, of which eighteen have
been in Asia, holding senior line man-
agement, consulting and corporate
strategy/business development posi-
tions in major multinational manufac-
turing, marketing and consulting
companies. Throughout the one-day
seminar he shared his perspectives on
what it takes to get ahead in today’s
competitive environment.

“The aim of the seminar is to pro-

Associate
Professor
John Zinkin
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News from Professional Bodies

Malaysian Awarded ‘World Top
Scorer’ in CIMA examination

Chartered Institute of Management Accountants ▼

Malaysian Andre Khor, a 23-year old finance execu-
tive with Shell Malaysia’s Oil Products (Commer-
cial Business) sector was acknowledged as the
“World Top Scorer” in the rigorous CIMA May 2004
Examination for his Systems and Project Manage-
ment Paper.

The award was presented to Andre by the Presi-
dent of CIMA Malaysia Division, Y. C. Lee, in a
simple ceremony held at Bangunan Shell Malaysia,
and witnessed by Andre’s colleagues including the
Finance Director of Shell Malaysia, Michael Taylor
and General Manager for Corporate Af fairs,
Wahiruddin Abdul Wahid.

Also present at the award presentation ceremony
were CIMA representatives Sopiah Suid, Divisonal
Director, Ross Kamaruddin, Business Development
Manager, and Chan Siew Lian, PR and Information
Manager, as well as former Shell Finance Director
Paul Gerla and Andre’s supervisor at Shell, Wan
Mohd Azilah Wan Abdullah, Commercial Cluster Fi-
nance Manager Malaysia, Singapore and Indonesia,
and Anthony Chong, Finance & Analysis Manager,
Consumer Lubricants Asia Pacific.

Y. C. Lee in presenting the award to Andre said,
“We are indeed very proud that a Malaysian has won
the top placing in the Systems and Project Manage-
ment paper, an Intermediate level paper of the CIMA
examination.  CIMA’s rigorous examinations ensure
that only the qualified get through to the final level
of the examination where the focus is on decision

making and business, financial and information strat-
egy.  This prepares a CIMA qualified person to con-
tribute his skills to the management team, to inter-
pret and assess critical information for an
organisation’s success. I’m sure Andre’s win will in-
spire other CIMA students to do well in the exami-
nations.”

Globally, a total of 34,919 international candidates
sat for the 2004 examination, of which 5,620 — in-
cluding Andre — took the Systems & Project Man-
agement Paper.

Andre is currently working for Shell Malaysia
while pursuing the CIMA qualification as part of his
journey to become a Chartered Management Ac-
countant.  Andre’s studies are sponsored under
Shell’s Finance Professional Accounting & Finance
Qualification Sponsorship programme, which en-
ables him to pursue CIMA whilst working for Shell.

vide a platform for CEOs to share and debate the
real life issues that CEOs and leaders now face in
today’s environment especially in this uncertain and
volatile corporate landscape,” said Tay Kay Luan,
Head of ACCA Malaysia.  “Each of the participants
shared experiences on best practice and lessons
learnt, providing lively discussions on the topic,”
said Kay Luan further.

A total of 15 CEOs and senior management mem-
bers (all ACCA members) attended the event.

“The aim of the seminar is to provide a

platform for CEOs to share and debate the real

life issues that CEOs and leaders now face in

today’s environment especially in this uncer-

tain and volatile corporate landscape,”

Tay Kay Luan, Head of ACCA Malaysia

From left … Mohamed Hanif Abdul Hamid, GM Group Finance of Telekom;
Nasir Ahmad, CEO PUNB; Dato’ Dr. Abd Halim Harun, CEO of UMW
Corporation and Tan Meng Chai, CFO Memory Lane (M) Sdn Bhd

A proud Andre (2nd
from right) accepting his

award from CIMA
President, Y.C. Lee (3rd

from left). Witnessing
the occasion are (from

left) Sopiah Suid, Paul
Gerla and Micheal

Taylor (far right)

AT
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Every year, CPA Australia’s best are saluted for their
hard work and dedication in acquiring the highest
recognition in their CPA Programme as well as for
attaining advancements in their designations.

This year was no exception. It was a proud mo-
ment for 86 award and certificate recipients, as they
walked up to the stage at the Pan Pacific Hotel
ballroom recently to receive their scrolls from CPA

Year 2003/2004 Award and
Certificate Recipients Saluted

CPA Australia ▼ Australia’s Chief Executive, Greg Larsen.
Further enhancing the event was the presence of

HE James Wise, the High Commissioner of Austra-
lia, as the Guest of Honour for the grand occasion.
About 150 award recipients, family and friends at-
tended the ceremony together with CPA Australia’s
Director International, Jim Dickson and Malaysian
Branch Director, Tam Kam Peng.

In his opening remarks, Greg congratulated the
recipients and highlighted the wide recognition
given to the CPA Australia designation. “It really is
a fantastic time to be a professional accountant.
Whether you wish to work in your own country or

News from Professional Bodies

Speaking on behalf of Shell Malaysia, Paul Gerla
noted that “this is an outstanding milestone for the
country, its young workforce and the financial busi-
ness community and is yet another testimony to ‘Ma-
laysia Boleh’ and we must continue to work to
nurture fur ther talent for the nation’s human
resource pipeline.”

A proud Andre chipped in a few words of his
own, humbly attributing his outstanding achieve-
ment to the support and encouragement of others: AT

Waking up at the crack of dawn was not a big sacrifice
for ardent golfers competing in the 5th CIMA Presi-

dent Challenge Trophy at the Sultan
Abdul Aziz Shah golf club in Shah
Alam. Forty-two players gathered at
the golf club one morning last No-
vember for a game that saw CIMA
member, Benjamin Tan ACMA,
emerging as the champion. The 2003
winner, Raveendhar Vasu ACMA,
who could not attend this year’s com-
petition, relinquished the trophy to
Tan who also won a 29-inch colour
TV as part of his prize. Tan is from
Textron Fastening Systems.

The CIMA President Challenge
Trophy Golf Tournament is a yearly
event organised by the CIMA Ma-
laysia Division to foster closer ties
among its members and fellow ac-
counting bodies. Representatives
from the accounting fraternity such
as MIA, MICG, MICPA, MASB,

5th CIMA President
Challenge Trophy

Chartered Institute of Management Accountants ▼

AT

“This achievement has been made possible by
Shell’s generous Finance sponsorship scheme,
without which none of this might have been a re-
ality. The company’s leaders truly believe in en-
hancing the Employee Value Proposition through
continuous education and developing the compe-
tencies of its staf f. This is the same belief that
makes Shell an exciting and vibrant place to be, a
learning organisation that I truly am proud to be
a member of.”

ICAA, the Accountant-General’s office and the Insti-
tution of Engineers attended the tournament, includ-
ing CIMA’s corporate friends from Century Software,
Rahim Hamid & Co, Optimax Eye Specialist Centre,
Colliers Jordan, Sadec Capital and Simelease.

The Nearest to Pin (hole no. 15) novelty prize was
won by Foo Wei Jean while the Longest Drive (hole
no. 14) was won by Hew Tze Ken. Daniel Lim of Liew
Motor won the novelty prize for Nearest to Line (hole
no. 4). In addition, there were 20 lucky draws and 22
individual prizes. Razali Jantan, Managing Director
of Quest Entrepreneur, won the first prize.

A participant during the CIMA President
Challenge Trophy

Benjamin Tan (right), the proud recipient of the CIMA
President Challenge Trophy, receiving his prize from
Y.C. Lee, President of the CIMA Malaysia Division
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Semester 1, 2004 HD
candidates, Goh Shai Hoe
(left) and Keh Bee Choon,

with Jim Dickson after
receiving their awards

“As many of you start

out on your business

careers, I would like

to impress upon you

the importance of

professional conduct.

Business is a game, but

like any game, there

are rules to play by.”
Greg Larsen, Chief
Executive, CPA Australia

News from Professional Bodies

elsewhere, you’ll be in demand. Your CPA designa-
tion is your passport to an exciting and rewarding
career,” said Greg.

While elaborating on the vast opportunities the
designation offers to members, Greg also cautioned
them to remain true to the professional code of con-
duct. “As many of you start out on your business
careers, I would like to impress upon you the im-
portance of professional conduct. Business is a
game, but like any game, there are rules to play by.
A lapse in professional judgement can be costly to
both reputation and career,” said Greg.

Meanwhile, the Australian High Commissioner
commended CPA Australia on its efforts in en-
hancing and elevating the status of accountants
as well as the profession. He particularly high-
lighted the quality and standard maintained by
CPA Australia in its programmes. “The concern
with quality is a real one. As such the depth and
standard set by CPA Australia as an admission re-
quirement to the first stage of membership dis-
plays its commitment in promoting quality edu-
cation,” said James.

For the 2nd Semester of 2003 alone, CPA Australia
produced five High Distinction (HD) candidates
who procured high distinctions in all five segments.
Meanwhile, for the 1st Semester of 2004, there were
two HD candidates. “The success of the candidates
translates into increased recognition and deference
for the designation. It also demonstrates the effec-
tiveness of our well-coordinated distance learning
programme,” said Tam.

A total of 69 recipients
were presented with the
High Achievers award,
while 10 members were
conferred the CPA sta-
tus and seven obtained
the FCPA status. Also
presented were prizes
for the Stock Investment
Challenge (SIC) as well
as the International
Work Experience Pro-
gram (IWEP). The SIC
was a nine-month competition which began in Au-
gust 2003. The challenge required participants to
partake in real-time trading simulations on any stock
listed on the Kuala Lumpur Burse. Trading was done
via the internet and participants were given virtual
money amounting to RM200,000 at the start of the
challenge. The grand prizewinner was Lorraine
Kamalnot Kijvanit, who received a cash prize of
RM5,000, a HP IPAQ PDA and a RM200 Mobile Con-
nect Subscription voucher.

Meanwhile, the IWEP award was presented to
Kevin Hoh Wei Chong of Sunway College. This spe-
cial programme, open to CPA Passport members,
selects one outstanding individual every year to un-
dergo an all-expense paid three-week work stint in
Australia. This year, Kevin won an attachment to
Tower Software, one of the largest companies in
Canberra as well as pocket money amounting to
AUD$1,000.

A special dinner to welcome and introduce the new
CPA Australia Malaysia Branch Council was held
on 7 January 2005 at the Le Meridian Hotel, Kuala
Lumpur. The dinner was hosted by Paul Meiklejohn,
the Vice-President of CPA Australia who is a mem-
ber of the Board of Directors in Australia.

The event was graced by His Excellency (HE),
James Wise, High Commissioner of Australia to
Malaysia and Datuk Abdul Samad Haji Alias,
President of the Malaysian Institute of Accountants.
Also present were representatives from other
professional bodies, the Malaysian Accounting
Standards Board (MASB), the Malaysian Australian
Business Council (MABC) as well as academic
heads from public and private universities.

Margaret Chin, the new Malaysia Branch Presi-

CPA Australia Reveals New
Council Line-up

CPA Australia ▼

HE James Wise ((5th from left) and Paul (furthest right), with some members of
the new Malaysia council line-up (from left) Yong, Justin, Rusman, Ravi,
Margaret, Christina, Dr. Mohamed, Prof. Dato’ Daing and Ranjit.
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WORLD news
Controlling the
audit business
in South Africa
The multibillion-rand business
of auditing companies listed on
the JSE Securities Exchange in
South Africa remains tightly
controlled by the big four au-
diting firms Deloitte, KPMG,
Ernst & Young and Pricewater-
houseCoopers.

In a sur vey announced in
early December, auditing ser-
vices firm Nkonki found the
dominance of the four big play-
ers in cornering business from
the country’s listed entities.

According to an article from
Business Day, companies in the
Alsi 40 Index disbursed about
R1bn for services rendered by
auditing companies, including
external audit fees, in the past
financial year. More than 95 per
cent of the R998m went to the
big four auditing firms.

The survey looked at how,
and from whom, JSE-listed
companies procured auditing
services. The financial figures
were taken from the most re-
cent annual reports of the com-
panies included in the report.
Black auditing firms were vir-
tually excluded in the business
of auditing the country’s top
blue-chip stocks, the survey
found.

Only two companies in the
Top 40 Index, cellular operator
MTN and retailer Woolworths
had appointed black-owned au-
diting firms to audit jointly with
members of the big four firms.

Nkonki highlighted that it
was clear that the private sec-
tor in SA was still reluctant to
include black companies in

SEC accountant blasts
‘compliance mindset’

A top US accounting regulator criticised accountants
for too often using a ‘compliance mindset’ aimed at gam-
ing the system, rather than informing investors, accord-
ing to a Reuters report.

According to the report, the US Securities and Ex-
change Commission (SEC) deputy chief accountant
Scott Taub said he is encouraged by improvements in
accountants’ attitudes since a severe regulatory crack-
down following recent bookkeeping scandals, but he
levelled several sharp rebukes at the profession.

“We do have more work to do, and the status quo,
although better than it was a few years ago, still isn’t
sufficient,” the report quoted Taub when he attended a
conference held by the American Institute of Certified
Public Accountants.

In the Washington-based report, Reuters said he
criticised the mindset among some accountants whose
goal was “to do what is necessary to comply with the
rules, rather than to do what is necessary to communi-
cate to investors”. For instance, disclosures of off-
balance sheet dealings like those seen in the Enron
affair “are often so hard to follow that it is difficult for
readers to understand how they relate to the financial
statements at all,” he said.

The SEC official also took a swipe at some of the prac-
tices of the profession. For instance, Taub criticised
profit-smoothing techniques used by many companies
“even though many believe such methods allow for dis-
torted reporting”.

He also highlighted the speed with which accountants
sometimes move to dodge new standards. “Indeed, in
many instances, the issuance … of a new standard trig-
gers an immediate search to determine techniques to
structure and/or restructure transactions to avoid re-
porting the very information sought by the new stan-
dard,” the report quotes him.

their procurement of profes-
sional services.

The survey also showed that
some of the big four firms
tended to dominate particular
industries. Deloitte emerged as
the market leader in diversified
industrials, including software
and computer services indus-
tries. Deloitte also tended to
dominate the diversified indus-
trial sector.

PricewaterhouseCoopers had
the larger market share in life
assurance as well as the insur-
ance industry, the report said.

BusinessInAfricaOnline

Hong Kong’s
accounting rules
HONG KONG companies will
be forced to annually revalue
their investment properties —
and report any gains or losses
on their profit and loss ac-
counts — beginning next year
under new rules adopted by the
Hong Kong Institute of Certi-
fied Public Accountants
(HKICPA), the territory’s li-
censing body.

The rules, which will bring
Hong Kong accounting stan-
dards in line with those used
in most of the world, were
fiercely opposed by the Hong
Kong Developers’ Association,
whose 700 members include
most of the territory’s prop-
erty outfits, reports The Stan-
dard.

They worry that investors
will be alarmed by the greater
volatility in reported earnings
that is likely to follow imple-
mentation of the new stan-
dards. Under current rules,

AT
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proper ty is carried on the
books at historical cost, less de-
preciation, which often means
that values are severely under-
stated.

Initially, according to the lo-
cal newspaper, the new rules
might lead to big upward revi-
sions in both assets and re-
ported profits, but they will also
make developers’ balance
sheets and income statements
far more subject to the vagar-
ies of property values in Hong
Kong, which in recent years
has had one of the world’s
more volatile markets.

The new accounting stan-
dards will also require changes
in how financial instruments
are valued, more stringent re-
quirements for the use of
hedge accounting and the use
of expected cash flow discount-
ing when providing against
possible losses.

“Fair value means there will
be always volatility in accounts.
But that’s the way accounting
standards have gone and ev-
erybody has to deal with it,”
HKICPA financial accounting
standards committee chairman
Paul Winkelmann said. “But it
will be beneficial to readers of
financial statements as they will
be able to see how the business
had been managed and the im-
pact of the business decisions
that have been made.”

According to the repor t,
the developers’ association
also expressed concern that
changes in proper ty values
could trigger a threshold in
the Listing Rules that would
require publicly traded com-
panies to seek shareholders’
approval for major transac-
tions, Winkelmann said.

However, a spokeswoman for
the stock exchange said the
Listing Rules provide a flexible
mechanism to handle such situ-
ations.

European companies
not prepared for
new accounting
European companies aren’t
fully prepared for compulsory
new international accounting
rules that take effect on January
1, according to a survey from
PricewaterhouseCoopers LLP.

According to a Bloomberg
report, the survey of 266 com-
panies from 18 European coun-
tries showed 81 per cent aren’t
totally confident that they have
the resources to change to In-
ternational Financial Reporting
Standards on time. One in five
companies, or 19 per cent, said
they were confident about the
transition while 66 per cent said
they had some full-time re-
sources dedicated to making
the deadline, according to the
e-mailed survey.

“It is now a matter of urgency
for companies to channel suffi-
cient resources into completing
proper IFRS implementation,”
the new wire report quoted
PricewaterhouseCoopers.

The report said all publicly
traded companies based in the
European Union are adopting
new rules from the Interna-
tional Accounting Standards
Board next year that are de-
signed to make it easier for in-
vestors to compare results.
IFRS will also lead to larger
swings in earnings than under
current accounting rules, com-
panies have said.

The EU’s move two years
ago to adopt a common set of
accounting standards is the
centrepiece of a drive to forge
a single EU financial market
from its 25 member states. The
EU estimates that an integrated
market will add one percentage
point to annual economic
growth, the report added.

Bush has two
big ideas about
US Tax Bill
First, he wants to repeal the es-
tate tax and make the tax cuts
of 2001 and 2003 permanent.
Given the G.O.P.’s strength in
the Senate, that increasingly
looks like a done deal.

What comes next is more au-
dacious: an overhaul, perhaps a
total gut job, of the whole con-
fusing, jerry-rigged tax struc-
ture that keeps you muttering
under your breath, or worse,
every April, reports the Money
Magazine (cnnmoney.com).

As expected, the report noted
that the reform will be contro-
versial. The federal budget defi-
cit is $400 billion; extending the
tax cuts and minimising the
AMT’s impact could cost $1.9
trillion over the next 10 years.
That’s going to make it tougher
for the President to stick to his
goal of revenue neutrality.

Instead of taxing income,
this solution would tax con-
sumption. Bush himself called
it “an interesting idea” over the
summer, the report said.

One way to structure such a
system is a European-style
value-added tax, or VAT, in
which goods are marked up at
each level of production. Tax
academics like this, but politi-
cians recoil from the system’s
complexities.

A national sales tax, akin to
the state sales tax most Ameri-
cans now pay, does have sup-
port in Congress, it reports.

The Look of
Tax Software
The face of tax preparation soft-
ware is changing. In fact, the
face of desktop software in gen-
eral is changing and tax soft-

ware is part of a bigger trend
as applications increasingly
take on the appearance of
Microsoft products, reports
Accounting Technology.

“We think the interface is
going to be a big hit,” the re-
por t quotes Kevin Rober t,
president of CCH Tax and Ac-
counting. Preparers, he contin-
ues, grew up with Excel, so
they will latch on to the new
interface.

In fact, CCH isn’t just plug-
ging the Microsoft connection
with ProSystem fx Tax, it is also
getting more Microsoft-like
with its Tax Research Network
through CCH IHand, which
will enable preparers working
in Word or Excel to log on to
TRN without leaving those ap-
plications.

Intuit hasn’t said much about
the Outlook inter face for
ProSeries, but considering that
two Microsoft products,
Microsoft CRM and the Navision
accounting line, now sport Out-
look interfaces, it’s likely that the
overall market will increasingly
see desktop business applica-
tions that resemble Outlook.

Meanwhile, the report said
Petz Enterprises underscored
that operating in Windows isn’t
the same as having a graphical
interface. The company has
redesigned its CrossLink Tax
software to give it a true Win-
dows interface.

“We had maintained the char-
acter-based interface,” says
Chuck Petz, vice president of
product development for the
Tracy, California-based company.
When it came to adopting a
graphical interface, Petz wanted
a truly graphical interface, along
with the speed of data entry on a
character-based system.

“It’s been a long evolution to
get the interface together to let
the preparer quickly do the tax
return,” he continued. AT
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New IFAC Publication
Identifies Role and Value
of Professional
Accountants in Business
Providing assurance, facilitating manage-
ment decision-making and strategic devel-
opment, and serving as the gatekeeper of
corporate integrity are all key roles of pro-
fessional accountants in business that are
highlighted in a new publication, The Di-
verse Roles of Professional Accountants in
Business, released by the International
Federation of Accountants (IFAC). The
booklet, which provides insights into the
varied responsibilities of professional ac-
countants in business, features interviews
with 16 senior-level accountants working
in a variety of organisations in 11 different
countries. The interviews were conducted
by Robert Bruce, a leading accountancy
journalist.

Among those interviewed for the publi-
cation include the chairman of the largest
independent Chinese bank in Hong Kong,
the chief accounting officer of a multina-
tional automotive company, the third in
command at the FBI (US Federal Bureau
of Investigation), the vice-president of in-
vestor relations for an international corpo-
ration, and the general manager of a small
Australian family business.

“We are often asked, ‘What exactly does
an accountant in business do?’ Our goal
was to let professional accountants in busi-
ness tell their own story about their roles
and responsibilities so that the public can
better understand not only what they do,
but also how they balance their roles of
meeting corporate objectives and share-
holder needs,” points out Bill Connell,
chair of IFAC’s Professional Accountants
in Business Committee, which commis-
sioned the work.

The interviews revealed several com-
mon themes:

� The work of professional accountants in
business has changed significantly in
recent years — today it has as much to
do with strategy and assurance as it has
to do with the integrity of the numbers
produced;

� Today’s accountants in business deal

with ongoing pressure over ethics, based
in large part on aggressive earnings
management;

� Continuing professional education is
seen as necessary to staying current on
increasingly complex business and ac-
counting issues;

� Professional accountants in business
have key roles in corporate governance
and view themselves as the “leaders of
integrity.”

The book may be downloaded free of charge
(simple registration information is required)
from IFAC’s online bookstore by going to
www.ifac.org. Print copies, available for US$25
plus shipping, may also be ordered through the
online bookstore or by calling +1 (212) 286-
9344.

IAASB Invites Comments
on Two Proposed
Auditing Standards
Addressing Materiality
and Estimates in
Financial Statements
The International Auditing and Assurance
Standards Board (IAASB) of the Interna-
tional Federation of Accountants (IFAC)
invites comments on two new exposure
drafts (EDs): proposed International Stan-
dard on Auditing (ISA) 320 (Revised),
Materiality in the Identification and Evalu-
ation of Misstatements and proposed ISA
540 (Revised), Auditing Accounting Esti-
mates and Related Disclosures (Other Than
Those Involving Fair Value Measurements
and Disclosures). Both proposed revised
ISAs were developed jointly with the Au-
diting Practices Board of the UK. The re-
visions to these standards are par t of
IAASB’s drive to strengthen audit quality
worldwide.

The concept of materiality is funda-
mental to an audit. Estimates are an in-
tegral and vital part in the preparation of
all financial statements. The two pro-
posed standards, though separate, are
complementary. In particular, they both
tackle the dif ficult issue of bias in the
preparation of financial statements. The

AT

IAASB thinks that they will help auditors
assess whether management may be ap-
plying aggressive earnings management
techniques to their estimating proce-
dures.

John Kellas, Chairman of the IAASB,
explains: “The two proposed standards
will require greater rigor and scepticism
in the audit of accounting estimates.
They will also require auditors to be alert
to the possibility of management bias in
the determination of accounting esti-
mates. New guidance is given on the as-
sessment of dif ferences identified by the
auditor, including both those of fact and
of opinion. Most importantly, and per-
haps controversially, the guidance draws
attention to the possibility that a lack of
neutrality on the part of management in
the preparation of the financial state-
ments may, taken with uncorrected mis-
statements, cause those statements to be
materially misstated.”

The proposed revised ISA 320 estab-
lishes standards and provides guidance on
audit materiality and how it is used in the
identification and evaluation of misstate-
ments when performing an audit of finan-
cial statements. It indicates that the
auditor’s judgement as to matters that are
material to users of the financial statements
is based on consideration of the needs of
users as a group and not individual users
whose needs may vary widely. Specifically,
the ED provides standards and guidance
on:

� Determining audit materiality for
financial statements as a whole and for
particular items of lesser amounts when
planning the audit;

� Considering audit materiality levels as
the audit progresses;

� Evaluating the effect of uncorrected mis-
statements; and

� Communicating misstatements to man-
agement and those charged with gover-
nance.

The proposed revised ISA 540 provides
guidance on auditing accounting estimates
and related disclosures. It conforms the
approach to accounting estimates to the
IAASB’s revised audit risk and fraud stan-
dards. Specifically, the ED provides stan-
dards and guidance on:
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� Risk assessment procedures to identify
accounting estimates for which there is
a risk of material misstatement;

� The impact of estimation uncertainty on
the auditor’s risk assessment and the
design of substantive audit procedures
to respond to such uncertainty;

� Evaluating audit evidence and determin-
ing misstatements; and

� Indicators of possible management bias.

“We were pleased to work with the UK
Auditing Practices Board on both these
projects. Such joint initiatives can expedite
the convergence to international standards
— an important IAASB goal,” states Mr.
Kellas.

Comments on the EDs are requested by April
30, 2005. The EDs may be viewed by going to
www.ifac.org/EDs. Comments may be submit-
ted to EDComments@ifac.org. They can also be
faxed to the attention of the IAASB Technical
Director at +1-212-286-9570 or mailed to the
IAASB Technical Director at 545 Fifth Avenue,
14th Floor, NY, NY 10017, USA. All comments
will be considered a matter of public record
and will ultimately be posted on IFAC’s
website.

IFAC Guidance Focuses
on Ensuring Quality
and Capability of New
Entrants to the Profession
As the accountancy profession looks to its
future, one of the critical areas it must ad-
dress is ensuring that new entrants to the
profession are qualified to meet the respon-
sibilities they will face. To address this
challenge, the International Federation of
Accountants’ (IFAC) Education Committee
has released the International Education
Paper (IEP) 3, Assessment Methods, which
presents a detailed discussion of assess-
ment techniques to help national accoun-
tancy organisations ensure that candidates
are appropriately qualified before being
admitted to membership of their associa-
tions.

“IFAC member bodies have a public in-
terest obligation to ensure candidates ad-
mitted to membership, and who carry the
professional designation associated with
membership, have the necessary capa-

bilities, skills, and knowledge,” states
Henry Saville, Chair of the IFAC Educa-
tion Committee. “This paper is intended
to help member bodies meet this obliga-
tion and comply with the International
Education Standard, IES 6, Assessment of
Professional Capabilities and Competence,
issued in October 2003.” The paper con-
siders the key concepts in assessment,
provides a summary evaluating the vari-
ous methods and then considers, in a
non-prescriptive way, which assessment
methods are best suited to test different
capabilities and competence, both in
terms of knowledge and practical expe-
rience.

It also includes two practical tools: a
series of questions designed to assist
member bodies when reviewing their as-
sessment methods and secondly, a list of
electronically accessible reference mate-
rials available through the Education
Committee section of the IFAC website.
The reference materials cover illustra-
tions of the application of new assess-
ment methods used in accounting edu-
cation, references to websites dealing
with the theory and practice of assess-
ment and new developments in the field
of assessment. These reference materi-
als can be accessed at www.ifac.org/edu-
cation.

“There are various techniques used to
assess candidates throughout the educa-
tion process, and many of our member
bodies use a wide range of these tech-
niques. This paper is intended to help
member bodies consider their current ap-
proach to assessment and select tech-
niques which suit their environment and
circumstances,” adds Mr. Saville.

The paper is based on research com-
missioned by IFAC’s Education Commit-
tee and carried out by Professors David
Lines and Elizabeth Gammie of The Rob-
ert Gordon University of Aberdeen, Scot-
land.

The Education Committee encourages com-
ment and debate on the issues discussed in this
paper. The paper may be downloaded free of
charge (simple registration information is re-
quired) from IFAC’s online bookstore by going
to www.ifac.org. Print copies, available for US
$25 plus shipping, may also be ordered through
the online bookstore or by calling +1 (212) 286-
9344.

AT
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New International
Public Sector Account-
ing Standard Guides
Governmental Bodies
in Recognising Losses
To further assist governments worldwide in
providing transparent and useful financial
statements, the International Public Sector
Accounting Standards Board (IPSASB) of
the International Federation of Accountants
(IFAC) has issued a new standard that re-
quires recognition of impairment losses. This
standard, International Public Sector Ac-
counting Standard (IPSAS) 21, Impairment
of Non-Cash Generating Assets, prescribes the
basis on which an entity determines whether
a non-cash generating asset is impaired and
whether a loss should be recognised.

“This standard deals with an important
area in public sector financial reporting for
which there has previously been little guid-
ance. It is a key element in ensuring that prop-
erty, plant and equipment and certain other
assets of public sector entities are not car-
ried at an amount in excess of their service
capacity. These matters are central to the
preparation of financial statements which are
transparent and which communicate relevant
and reliable information to users,” states
Philippe Adhémar, IPSASB Chair.

This standard applies to governments and
other public sector entities preparing general
purpose financial statements under the ac-
crual basis of accounting. IPSAS 21 requires
that an asset not be carried at an amount in
excess of its recoverable service amount.
The entity will have to determine whether
there is any indication that a non-cash gen-
erating asset may be impaired. If there is
such an indication, the entity is required to
estimate the recoverable service amount of
the asset and to determine whether an im-
pairment loss should be recognised.

The standard includes:
� Definitions of cash-generating assets and

impairment;
� Guidance on identifying an asset that

may be impaired;
� Guidance on measuring an asset’s recov-

erable service amount;
� Guidance on measuring an impairment

loss; and
� Requirements for the recognition, and

reversal of an impairment loss.

This new standard may be downloaded from the
IFAC website by going to www.ifac.org.

AT
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Non-Audit Firms
FROM 1 NOVEMBER TO 31 DECEMBER 2004

New Registration
 NON-AUDIT FIRM NF NO

JOHOR DARUL TAKZIM

CS Lee & Associates 0589
34A Jalan Bakawali 37
Taman Johor Jaya
81100 Johor Bahru
Tel: 07-358 5566   Fax: 07-358 6655
e-mail: colinlcs@hotmail.com

GL Ong & Associate 0590
No. 15, Jalan Permas 8/12
Taman Permas Jaya
81750 Johor Bahru
Tel: 07-3875322   Fax: 07-3880304

GSL Management
Consultancy Services 0596
Wisma PPP, 81 Jalan Glasiar
Taman Tasek
80200 Johor Bahru
Tel: 012-7121052   Fax: 07-2341052
e-mail: ckssw@tm.net.my

Kwint Consulting 0611
No. 3-02, Jalan Sri Perkasa 2/18
Taman Tampoi Utama
81200 Johor Bahru
Tel: 07-2416505   Fax: 07-2416515
e-mail: winton@tm.net.my

KEDAH DARUL AMAN

BJ Chan & Co. 0613
36, Tingkat 1, Lorong 11/1A
Taman Bandar Baru
08000 Sungai Petani
Tel: 04-442 2350   Fax: 04-442 2351
e-mail: spn_bjchan@yahoo.com.sg

Joyce & Co 0619
B-12, 1st Floor
Jalan Sekerat
08000 Sungai Petani
Tel: 04-425 6112   Fax: 04-422 5112
e-mail: joycepitchiah@yahoo.co.uk

MELAKA

LLY & Associates 0608
82 Jalan Kampung Hulu
75200 Melaka
Tel: 012-926 3112   Fax: 06-2817795

NEGERI SEMBILAN DARUL KHUSUS

Khairul Ridha & Co. 0607
409-1, Suite B
Jalan Haruan 4
Oakland Commercial Centre
70300 Seremban
Tel: 06-6014700   Fax: 06-6014951
e-mail: khridha@myjaring.net

IAASB Issues New
Standard for the Form
of an Auditor’s Report
and Addresses Issues
of International
Comparability
To enhance the transparency and compara-
bility of auditor’s reports across international
borders, the International Auditing and As-
surance Standards Board (IAASB) of the
International Federation of Accountants
(IFAC) has issued an International Standard
on Auditing (ISA) that establishes a new form
of auditor’s report. The updated standard,
ISA 700, The Independent Auditor’s Report
on a Complete Set of General Purpose Finan-
cial Statements, sets out a framework to sepa-
rate audit reporting requirements in connec-
tion with an ISA audit from additional supple-
mentary reporting responsibilities required
in some jurisdictions.

The standard also sets out clear guidance
to the auditor in those circumstances when
the audit is conducted in accordance with
both ISAs and the auditing standards of a
specific jurisdiction, and in particular on pre-
paring an auditor’s report to meet both the
report structure required by the national ju-
risdiction and the requirements of the ISA.
“The European Commission asked the
IAASB to look at this project as a matter of
urgency to contribute to harmonised audit
reporting within the EU. Many EU and other
countries require the auditor to report on
matters additional to the financial statements,
but these requirements differ between coun-
tries. Our solution is the preparation of a two-
part report: the first deals with financial state-
ments, and should be essentially the same
for all audits conducted in accordance with
ISAs; the second deals with any further mat-
ters that may be required by local regula-
tions. We thereby require comparability
where it matters, while allowing appropriate
flexibility to deal with local circumstances,”
explains IAASB Chairman John Kellas.

“While the IAASB’s consideration of the
auditor’s report did not otherwise entail a
fundamental reconsideration of the ap-
proach to reporting, the IAASB took the
opportunity to update and strengthen the

requirements of the standard. In particu-
lar, new guidance is given on the auditor’s
consideration of whether an accounting
framework is acceptable, and on the need
for the auditor to consider whether the fi-
nancial statements are misleading even
when they comply in all respects with that
framework.” The new wording for the
auditor’s report includes:

� Better explanations of the respective re-
sponsibilities of management and the au-
ditor;

� An updated description of the audit pro-
cess to reflect the new IAASB Audit Risk
Standards; and

� Clarification of the scope of the auditor’s
responsibilities with respect to internal
control.

The revision of ISA 700 also gave rise to
conforming amendments to the following
standards:

� ISA 200, Objective and General Principles
Governing an Audit of Financial Statements;

� ISA 210, Terms of Audit Engagements;

� ISA 560, Subsequent Events;

� ISA 701, Modifications to the Independent
Auditor’s Report; and

� ISA 800, The Independent Auditor’s Report
on Special Purpose Audit Engagements.

The new form of the report is to be ap-
plied for auditor’s reports dated on or after
31 December 2006. Conforming amend-
ments to other ISAs are applicable for au-
dits of financial statements for periods be-
ginning on or after 15 December 2005. The
IAASB has not allowed for early application
of the new report wording to prevent con-
fusion that might arise if both the old and
new forms of report were being used at the
same time. ISA 701 is a new standard that
includes material on modified auditor’s re-
ports (i.e., those including an emphasis of
matter, or an opinion that is other than un-
qualified) previously included in ISA 700.
The IAASB is currently reviewing ISA 701
and ISA 800, and expects to issue proposed
revised standards during 2005. It is not an-
ticipated that any changes to the new ISA
700 will result from this exercise.

The new ISA 700 and all conforming amend-
ments to other standards can be viewed and
downloaded by going to www.ifac.org/store/
IAASB. For more information about this and
other IAASB projects, visit the IAASB website
at www.ifac.org/IAASB.

AT
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NEGERI SEMBILAN DARUL KHUSUS

Nazri & Co.  0620
409-2 Jalan Haruan 4
Oakland Commercial Centre
70300 Seremban
Tel: 06-6014600   Fax: 06-6014951

PAHANG DARUL MAKMUR

Stanley Ng & Associates 0599
60 Tingkat Atas
Jalan Tun Razak
27600 Raub
Tel: 09-355 5877   Fax: 09-355 4502
e-mail: cheeyoung_2000@yahoo.com

PULAU PINANG

SCS Management Services 0598
No. 3, 1st Floor, Suite 1, Lorong Sepakat 1
Taman Bandar Raya, Bukit Mertajam
14000 Bukit Mertajam
Tel: 04-539 6432   Fax: 04-539 7432
e-mail: csawooi@tm.net.my

SABAH

Yee Chung & Co. 0595
Lot 29-3, 3rd Floor, Block H, Lintas Square
Jalan Lintas, Luyang, 88300 Kota Kinabalu
Tel: 013-858 0733   Fax: 088-239 788
e-mail: yeeyuket@yahoo.com

SARAWAK

Solomon Ong & Associates 0605
Lot 2524, Block 5, MCLD
Miri-Pujut Road, P.O. Box 1776
98008 Miri
Tel: 085-653 063   Fax: 085-439 332
e-mail: ongchow@streamyx.com

SELANGOR DARUL EHSAN

KK Tay Management Services 0593
Unit A-12-15, Block A
Impian Heights, Jalan Pipit
47100 Puchong Jaya
Tel: 03-8070 4430   Fax: 03-8070 4430
e-mail: sebtay@tm.net.my

SH Tan & Co 0591
58-1st Floor, Jalan SS 15/4D
47500 Subang Jaya
Tel: 03-5631 7800   Fax: 03-5621 7600
e-mail: tansayheng141@hotmail.com

CS Wong Management Services 0615
No 6B, Jln BPU 4, Batu 14
Bandar Puchong Utama
47100 Puchong
Tel: 03-58820369

H C Wong & Co  0614
No. 2, Lorong Sri Damak 20
Taman Sri Andalas
41200 Klang
Tel: 03-33738617
e-mail: hcwongco@hotmail.com

Heng & Associates 0617
39, Jalan USJ 20/1D
UEP Subang Jaya, 47630 Subang Jaya
Tel: 03-80259552   Fax: 03-80259552
e-mail: aikmoh@yahoo.com

KC Hoo & Co  0602
198A, Lorong 2
Kg Sg Terentang, 48000 Rawang
Tel: 03-60927246   Fax: 03-60927246
e-mail: hookitchong@yahoo.com

WL & Partners 0610
124-1B, Jln SBC 3
Tmn Sri Batu Caves, 68100 Batu Caves
Tel: 03-61857884   Fax: 03-61860685
e-mail: ks1loke@tm.net.my

Zanariah & Co 0597
13A, Jalan Sg 3/17
Pusat Bandar Sri Gombak
68100 Batu Caves
Tel: 03-61880299   Fax: 03-61880299
e-mail: zana_rmh@yahoo.com.my

WILAYAH PERSEKUTUAN

Cheeh Co. 0592
3-1B, Jalan Pandan Indah 4/34
Pandan Indah
55100 Kuala Lumpur
Tel: 03-42974933   Fax: 03-4297 7868
e-mail: cheehco@tm.net.my

Iskandar & Associates                    0594
Suite 5-15-3A, Pantai Panorama
Jalan Kerinchi, Pantai Dalam
59200 Kuala Lumpur
Tel: 03-7956 4568   Fax: 03-7956 4568
e-mail: pitis@streamyx.com

Azura Shamsudin & Co 0616
No. 21 Jalan Ibukota Kiri
Taman Ibu Kota
53100 Kuala Lumpur
Tel: 03-4043 6119   Fax: 03-4045 6201
e-mail: azsmgt@tm.net.my

CHC Management Services 0612
20, Jalan Pria Dua
Taman Maluri, Cheras
55100 Kuala Lumpur
Tel: 016-683 4737
e-mail: chanhc88@hotmail.com

Goh and Partners 0601
1189, Jalan Sukacita 4, Happy Garden
58200 Kuala Lumpur
Tel: 012-350 8938   Fax: 03-7981 8708
e-mail: lee_eiang@hotmail.com

KGA & Co  0618
A11, 1st Floor, Block A
Plaza Pekeliling, No. 2, Jalan Tun Razak
50400 Kuala Lumpur
Tel: 03-2775 8980   Fax: 03-2775 8981
e-mail: kganco@hotmail.com

Selvaraj & Co 0600
7B, 7th Floor, Pearl Court
61, Jalan Thamby Abdullah
50470 Kuala Lumpur
Tel: 03-2274 8066   Fax: 03-2274 8055

TPF & Partners 0603
19A-1, Jalan Pandan Indah 4/6A
Pandan Indah, 55100 Kuala Lumpur
Tel: 03-4296 9309   Fax: 03-4296 0430

W. H. Yong & Co 0609
501, 5th Floor Wisma Central
168 Jalan Ampang, 50450 Kuala Lumpur
Tel: 03-2164 8039   Fax: 03-2161 8275
e-mail: astmgn@tm.net.my

YL Tan & Associates 0606
68-3-9, Jalan 5/101C, Cheras Business Centre
Batu 5, Off Jalan Cheras
56100 Kuala Lumpur
Tel: 03-9133 1592   Fax: 03-9132 8149
e-mail: graceyltan@hotmail.com

Zakaria & Co 0604
No. 148, Tingkat 1, Kompleks Pasar Sg. Besi
57000 Kuala Lumpur
Tel: 016-225 8923

Affiliation Ceased
 NON-AUDIT FIRM NF NO

SELANGOR DARUL EHSAN

W. S. Wong & Co 0454
No. 29, Jalan PJU 3/18H
Damansara Indah Resort Homes
47410 Petaling Jaya
Tel: 016-238 5202   Fax: 03-6156 5132
e-mail: wirawong@yahoo.com

Low & Partners 0361
97, Jalan Besar, Batu 13 1/2
43100 Hulu Langat
Tel: 012-669 4233   Fax: 03-5633 5303

Name Change
 NON-AUDIT FIRM NF NO

JOHOR DARUL TAKZIM

CKC & Associates X070
(Previously known as CKC & Associates)
27 (1st Flr)
Jalan Syed Abdul Hamid Sagaff
86000 Kluang
Tel: 07-773 9933   Fax: 07-771 9933

SELANGOR DARUL EHSAN

T.C. Ong And Co. 0585
(Previously known as T.C. Ong Management
and Consultancy Services)
657, Jalan Jasmin 19
Taman Jasmin, 43000 Kajang
Tel: 019-355 2868
e-mail: otc73@hotmail.com
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 AUDIT FIRM AF NO

KELANTAN DARUL NAIM

Tharam & Co. 1569
PT 226, (2nd Floor)
Jalan Kebun Sultan
15300 Kota Bharu
Tel: 09-7453 397   Fax: 09-7453 398
e-mail: suntharamsunthari@hotmail.com

SELANGOR DARUL EHSAN

Bahudin Cheing & Co 1570
93-3 (Unit 1)
Jalan USJ 21/10
47630 Subang Jaya
Tel: 03-8024 0833   Fax: 03-8024 7833

WILAYAH PERSEKUTUAN

ASNAF 1484
No. 89-3, Jalan 2/27F
Pusat Bandar Wangsa Maju
53300 Kuala Lumpur
Tel: 03-4142 6515   Fax: 03-4149 8823
website: www.asnafgroup.com

Baqir Hussain & Saifudin 1571
Unit 3A, Tingkat 3
74, Jalan Tun Sambanthan
50470 Kuala Lumpur
Tel: 03-22603660   Fax: 03-22603661
e-mail: saifudin@snco.com.my

Affiliation Ceased
 AUDIT FIRM AF NO

PERAK DARUL RIDZUAN

Alvin Lee & Co 0514
18 Lorong Canning
Canning Garden
31400 Ipoh
Tel: 05-5477 771   Fax: 05-2410 179
e-mail: alsh@pc.jaring.my

Michael Yeoh & Co 0390
26-1A, Jalan Chung Thye Phin
30250 Ipoh
Tel: 05-2552 789   Fax: 05-2559 789

SELANGOR DARUL EHSAN

Cheok & Co 0915
27A-1, Jalan SS 24/11
Taman Megah
47301 Petaling Jaya
Tel: 03-7804 9743   Fax: 03-7804 5279
e-mail: cheok_co@hotmail.com

WILAYAH PERSEKUTUAN

W C Tan & Associates 1517
6A, Jalan 20/38A
Taman Sri Sinar
Segambut
51200 Kuala Lumpur
Tel: 012-374 3493   Fax: 03-62722027
e-mail: btan74@yahoo.com

Name Change
 AUDIT FIRM AF NO

SABAH

Moore Stephens HT 0902
(Previously known as Ho & Tan)
1st Floor, Old JPJ Place, Km 9
Jalan Tuaran, Inanam
P.O.Box 13198
88836 Kota Kinabalu
Tel: 088-446 855   Fax: 088-446 939
e-mail: kimbeng@tm.net.my

PULAU PINANG

KCK & Associates 1380
(Previously known as Khoo Choon Keat & Associates)
Unit 1-2-5, Suite A
No. 1, Jalan P. Ramlee
10460 Penang
Tel: 04-281 7757   Fax: 04-282 9425
e-mail: kckpg@tm.net.my

SELANGOR DARUL EHSAN

Yong & Leonard 0075
(Previously Known As K.K. Yong & Co)
No. 49-4, The Highway Centre
Jalan 51/205
46050 Petaling Jaya
Tel: 03-7781 8286   Fax: 03-7782 0886
e-mail: kkyongco@myjaring.net

WILAYAH PERSEKUTUAN

Lean Chin & Co. 1237
(Previously Known As K.C. Chin & Co.)
10th Flr, Bgn Yee Seng
15, Jln Raja Chulan
50200 Kuala Lumpur
Tel: 03-2031 8223   Fax: 03-2031 4223
e-mail: mail@russellbedford.com.my
website: www.russellbedford.com

The 21 Irrefutable Laws of Leadership: Follow Them
and People Will Follow You, John C. Maxwell,
Nashville, Tennessee: Thomas Nelson, Inc., 1998.

Call No.: 658.4092 MAX

Becoming a Person of Influence: How to Positively
Impact the Lives of Others,  John C. Maxwell and
Jim Dornan, Nashville, Tennessee: Thomas
Nelson, Inc., 1997.

Call No.: 158.2 MAX

The 17 Indisputable Laws of Teamwork: Embrace
Them and Empower Your Team, John C. Max-
well, Nashville, Tennessee: Thomas Nelson,
Inc., 2001.

Call No.: 658.4036 MAX

The 21 Indispensable Qualities of a Leader: Be-
coming the Person Others Will Want to Follow,
John C. Maxwell, Nashville, Tennessee: Thomas
Nelson, Inc., 1999.

Call No.: 303.34 MAX

Attitude 101: What Every Leader Needs to Know,
John C. Maxwell, Nashville, Tennessee: Thomas
Nelson, Inc., 2003.

Call No.: 153.85 MAX

Equipping 101: What Every Leader Needs to
Know, John C. Maxwell, Nashville, Tennessee:
Thomas Nelson, Inc., 2003.

Call No.: 658.314 MAX

Relationships 101: What Every Leader Needs to
Know, John C. Maxwell, Nashville, Tennessee:
Thomas Nelson, Inc., 2003.

Call No.: 658.4092 MAX

Leadership 101: What Every Leader Needs to
Know, John C. Maxwell, Nashville, Tennessee:
Thomas Nelson, Inc., 2002.

Call No.: 303.34 MAX

Developing the Leader Within You, John C. Max-
well, Nashville, Tennessee: Thomas Nelson,
Inc., 1993.

Call No.: 658.4092 MAX

The Winning Attitude: Your Key to Personal Suc-
cess, John C. Maxwell, Nashville, Tennessee:
Thomas Nelson, Inc., 1993.

Call No.: 248.4 MAX

Developing the Leaders Around You, John C. Max-
well, Nashville, Tennessee: Thomas Nelson, Inc.,
1995.

Call No.: 658.4092 MAX

Failing Forward: Turning Mistakes into Stepping
Stones for Success, John C. Maxwell, Nashville,
Tennessee: Thomas Nelson, Inc., 2000.

Call No.: 158.1 MAX

Your Road Map for Success, John C. Maxwell,
Nashville, Tennessee: Thomas Nelson, Inc., 1997.

Call No.: 158.1 MAX

List of New Books
Available in the MIA
Resource Centre

Registration of Firms/MIA Resource Centre

WILAYAH PERSEKUTUAN

SCSG Associates 0470
(Previously known as GL Associates)
15-1, Medan Setia 1
Plaza Damansara
Damansara Heights
50490 Kuala Lumpur
Tel: 03-2093 1902   Fax: 03-2092 2101
e-mail: guat_guat@globalplp.com
website: www.globalplp.com
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C L A S S I F I E D S

AFRIZAN TARMILI KHAIRUL AZHAR
Chartered Accountants AF1300

DEVELOP YOUR FUTURE WITH US

We believe that staff development and training is the key to success. We invite expe-

rienced and dynamic professionals to join our team for the following positions.

 ASSURANCE AND BUSINESS ADVISORY
— MANAGER/ASSISTANT MANAGER

� Relevant managerial/supervisory experience in audit/tax

� Member of MIA and/or Professional Qualification

� Leadership quality, strong analytical skills, able to establish effective client
support and manage portfolio of clients

� Excellent technical knowledge & strong problem solving ability

� Dedicated and interested to develop long-term career

SENIORS/SEMI SENIORS/ASSISTANTS —
AUDIT/TAX/SECRETARIAL (KL/IPOH)

� Professional qualification or a degree in accounting with minimum 2 years
experience in audit/tax/secretarial

� Interested to pursue professional exams (benefits given)

� Strong interpersonal, self-motivated, computer literate, excellent
communication skills & able to work independently

� Fresh graduates for assistants position will be considered.

 Interested applicants are invited to submit resume together with a recent passport-

sized photograph (n.r.), current and expected salary to the following address:

Human Resource Department

AFRIZAN TARMILI KHAIRUL AZHAR (AF1300)

10th Floor, Bangunan Yayasan Selangor

74, Jalan Raja Muda Abdul Aziz, 50300 Kuala Lumpur

Tel: 03-2681 8300   Fax: 03-2681 9300   e-mail: aftaas@aftaas.com

MIA Resource Centre

The Winning Attitude, John C. Maxwell, Nashville, Tennes-
see: Thomas Nelson, Inc., 1993.

Call No.: 153.85 MAX

The Right to Lead: A Study in Character and Courage, John C.
Maxwell, Nashville, Tennessee: Thomas Nelson, Inc., 2001.

Call No.: 303.34 MAX

Running with the Giants: What Old Testament Heroes Want
You to Know About Life and Leadership, John C. Maxwell, New
York: An AOL Time Warner Company, 2002.

Call No.: 221.922 MAX

There’s No Such Thing as “Business” Ethics: There’s Only One
Rule for Making Decisions, John C. Maxwell, New York: An
AOL Time Warner Company, 2003.

Call No.: 174.4 MAX

Thinking for A Change: 11 Ways Highly Successful People
Approach Life and Work, John C. Maxwell, New York: An
AOL Time Warner Company, 2003.

Call No.: 153.42 MAX

You Can’t Manage Your Money…: Especially When You’re Rich,
Yap Ming Hui, Petaling Jaya: Whitman Independent Advi-
sors Sdn Bhd, 2004.

Call No.: 332.024 YAP

UK Universities, Colleges and Schools Handbook: the Essential
Guide to Education Institutions in the UK, 2005 Edition,
London: Hotcourses, 2004.

Call No.: 378.4 UKU

Guide to UK Education: Undergraduate and Pre-Univer-
sity: the Of ficial British Council Guide for International
Students 2005, London: Hotcourses, 2004.

Call No.: 378.4 GUI

Guide to UK Education: Postgraduate and MBA: the Official
British Council Guide for International Students 2005, Lon-
don: Hotcourses, 2004

Call No.: 378.4 GUI

Laporan Ketua Audit Negara: Badan Berkanun Persekutuan
Tahun 2003, Kuala Lumpur: Jabatan Audit Negara Malay-
sia, 2004.

Call No.: 657.4509595 MAL

Management Accounting, 5th ed., Terry Lucey, London: Con-
tinuum, 2003.

Call No.: 658.1511 LUC

International Accounting, 2nd ed., edited by Peter Walton,
Axel Haller, Bernard Raffournier, London: Thomson, 2003.

Call No.: 657.95 INT

Financial Accounting: An Integrated Approach, 2nd ed., Ken
Trotman, Michael Gibbins, London: Thomson, 2003.

Call No.: 657.046 TRO

Money and Capital Markets: Financial Institutions and In-
struments in a Global Marketplace, 8th ed., Peter S. Rose,
New York: McGraw-Hill, 2003.

Call No.: 332 ROS

Limited Liability Partnership: The New Law, John Whittaker,
John Machell, Bristol: Jordan Publishing Limited, 2001.

Call No.: 346.730682 WHI

Understanding Financial Statements, 7th ed., Lyn M. Fraser,
Aileen Ormiston, New Jersey: Pearson Education, Inc., 2004.

Call No.: 657.3 FRA

Financial Markets + Institutions, 4th ed., Frederic S. Mishkin,
Stanley G. Eakins, Boston: Addison-Wesley, 2003.

Call No.: 332 MIS

Comparative International Accounting,
8th ed., edited by Christopher Nobes and
Robert Parker, Essex: Pearson Education
Ltd, 2004.

Call No.: 657 COM

Essentials of Financial Accounting in Busi-
ness, Mike Bendrey, Roger Hussey and
Colston West, London: Thomson, 2004.

Call No.: 657.48 BEN

Successful Mergers, Acquisitions and Strate-
gic Alliances: How to Bridge Cultures, Charles
Gancel, Irene Rodgers and Marc Raynaud,
London: McGraw-Hill Professional, 2002.

Call No.: 658.04 GAN

Information for Better Markets: Sustain-
ability: The Role of Accountants, London:
ICAEW, 2004.

Call No.: 658.408 INF

Challenges and Successes in Implementing
International Standards: Achieving Conver-
gence to IFRSs and ISAs, Peter Wong, New
York: IFAC, 2004.

Call No.: 657.0218 WON

World Economic Outlook September 2004:
The Global Demographic Transition,
Washington D.C.: International Monetary
Fund, 2004.

Call No.: 338.544309048 WOR

Global Financial Stability Report: Market
Developments and Issues, Washington
D.C.: International Monetary Fund, 2004.

Call No.: 332.152 GLO

Annotated Copy of the Financial Act 2004,
London: The Chartered Institute of Taxa-
tion, 2004.

Call No.: 343.0302 ANN

Practice Note 12: Money Laundering —
Interim Guidance for Auditors in the
United Kingdom (Revised), Surrey: The
Auditing Practices Board, August 2004.

Call No.: 657.45 AUD

International Standard on Auditing (UK
and Ireland) Exposure Draft 300: Planning
an Audit of Financial Statements, Surrey:
The Auditing Practices Board, August 2004.

Call No.: 657.45 AUD
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dent, emphasised that more attention will be given
towards instilling the principles of ethics and gov-
ernance among members. “These are fundamental
values that should be instilled. Our qualifications do
not mean a thing if we do not possess the right val-
ues,” said Margaret. She also pointed out that the
new council was on a mission to establish CPA
Australia as a “world-class organisation”, where
members think global.

The new Malaysia Branch Council represents the
various sectors of the profession as well as mem-
bers throughout Malaysia.

President — Margaret Chin, Managing Director,
Roots Consulting Sdn Bhd

Deputy President — Ranjit Ajit Singh, Director, Se-
curities Commission Malaysia

Vice-Presidents — Prof. Dato’ Daing Nasir Ibrahim,
Professor and Dean of Management, Universiti
Sains Malaysia; Dr. Mohamed Fowzi Haji Razi, Gen-
eral Manager, Korporasi Kemajuan Perikanan dan
Nelayan; Josephine Phan, Senior Executive Direc-
tor, PricewaterhouseCoopers

Council Members — Christina Constance Foo, Man-
aging Director, Priority One Consultancy Services
Sdn Bhd; Mike Krishnan, Managing Director, Land
& General Berhad; Ravi Navaratnam, Head, Corpo-
rate Finance, KYM Holdings Bhd; Rusman Amir
Zaihan, Senior Vice-President, Operations and Fi-
nance, Malaysia Venture Capital Management
Berhad; Justin Tan Wah Joo, Executive Director/
Executive Vice-President, Resorts World Bhd; Yong
Nyet Yun, Director, Ernst & Young, Miri Office.

“… more attention will

be given towards

instilling the principles

of ethics and gover-

nance among mem-

bers … These are

fundamental values

that should be

instilled.
Margaret Chin

Malaysia Branch President

ICAEW’s New Continuing Professional
Development Scheme Launched
1 January 2005

Institute of Chartered Accountants in England and Wales ▼

The ICAEW’s new Con-
tinuing Professional Development (CPD)
scheme came into effect in January 2005
and will apply to all members. To help you
prepare for it the ICAEW sent an
information pack to all members in Janu-
ary.  This tells what you need to do and
when.  ICAEW will also be providing a wide
range of support to help you get the most
out of your professional development.

The new CPD scheme is an opportunity
for all members to build on their profes-
sional reputation and the reputation of the
ICAEW.  It is designed to support mem-
bers in meeting their professional and ca-
reer needs, wherever they are in the world.

For most members this is already an in-
tegral part of their working life.  In sup-
porting what you already do, the CPD
scheme requires you to think about what
is expected of you — that is, reflect, iden-
tify whether you need to update yourself
in any way — in other words, act and make
sure that what you do will enhance the pro-
fessional judgement you are to make —
assess impact.

Each year, you will be asked to declare
that you are following the principles of the
scheme on an ongoing basis.  The first an-
nual declaration will be due in November

Ethical Dilemmas. We have worked with
the Ethics Advisory Service to identify a
number of real-life ethical dilemmas that
members have faced. Support is offered in
the form of interactive case studies, ethi-
cal knowledge guides, news articles and
support helplines.

Member Experiences. We give examples
of how members tackle CPD both in the
UK and internationally, i.e. how they de-
cide on their development requirements,
what activities they undertake and the
impact. A number of Malaysian members
have contributed in this way and their ex-
amples will be available on the new CPD
website.

Share your own experiences
We welcome feedback on your own CPD

experiences.  By providing information
about your role, your profession, and the
development activities you undertake, you
will be contributing to a valuable new mem-
ber resource. The process is simple and can
be made via a short telephone interview or
completion of a short questionnaire.  If you
would like to share your own experiences
please contact Jordie Michael by email on
jordie.michael@icaew.co.uk

The CPD team is also on hand to deal
with your queries and provide additional
support. You can call the CPD helpline
on +44 (0)1908 248293 or email
cpd@icaew.co.uk

AT

2005.
Occasionally, the Institute may request

evidence of compliance and would review
the evidence and discuss it with you.

How will we support you?
In addition to the information pack, our

new CPD website, launched in January,
offers support in a number of ways.

We profile a number of responsibilities
commonly undertaken by members, e.g.
audit, insolvency, practice management, in-
vestment business, to name just a few.  We
identify the common challenges and topi-
cal issues, providing signposts to techni-
cal and practical advice.

Support for each responsibility is split
into the following areas:

Professional Challenges. These are ques-
tions for members to ask themselves to
help them decide what their CPD activities
might be. We discuss topics that are likely
to be affecting members working in each
area and provide links to useful resources.

Technical Updates. We identify topics of
interest to members and provide links to
articles, reports and websites where fur-
ther information and guidance can be
found.
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The Institute of Chartered
Accountants in England &
Wales celebrates its 125th

Anniversary in 2005 with a broad range of
activities throughout the year.

2005 may prove to be a landmark year
for the Institute of Chartered Accountants
in terms of possible consolidation, but it
also marks a major anniversary of one of
the oldest and most respected bodies that
has led the accountancy profession for well
over a century.

The 125th anniversary programme has been
designed to combine the Institute’s more tra-
ditional public service and technical research
agendas with an international dimension.

Two of the key themes of the celebra-
tions include International Debate and
Thought Leadership Research.

International Debate
With globalisation having a significant

impact on the role of all professional bod-
ies, the ICAEW is currently increasing its
international influence and reputation by

will look at: Information for Markets and So-
ciety; Measurement in Financial Reporting;
Developments in New Reporting Models;
and Reporting with Integrity.

An associated conference later in the year
will enable leading authorities to review the
state of knowledge on issues such as corpo-
rate disclosure, the cost of capital, and
sustainability reporting before an audience
of accountants in practice and business, regu-
lators, policy-makers and academic experts.

Student activities
To commemorate this very special mile-

stone in the Institute’s history, ICAEW stu-
dents are also being invited to describe their
vision of the business world in 2030, the
Institute’s 150th Anniversary year. A selection
of their comments will be buried in a time-
capsule at Chartered Accountants’ Hall in
London for retrieval as part of the Institute’s
150th Anniversary celebrations. Malaysian
ACA students are invited to take part.

125th Anniversary website
Details of all other 125th Anniversary ac-

tivities and key themes can be found at
www.icaew.co.uk/125 which will provide
regular updates about all elements of the
programme.

The Securities Commission (SC) today re-
leased its Guidelines on Real Estate Invest-
ment Trusts (REITs Guidelines) in an ef-
fort to accelerate the growth, and estab-
lish a vibrant and competitive real estate
investment trust industry in Malaysia.

The REITs Guidelines supersedes the
earlier Guidelines on Proper ty Trust
Funds, which were issued on 13 Novem-
ber 2002. The Guidelines are now available
on the SC website www.sc.com.my and will
be effective from 3 January 2005.

The re-branding of property trust funds
as real estate investment trusts or REITs, a
globally adopted term to describe a fund
that invests primarily in real estate, will as-
sist in enhancing the position of Malaysia’s
investment management industry globally.

The key features of the REITs Guidelines
include liberalisation of the borrowing limits
for a REIT, relaxation on acquisitions of
leasehold proper ties and flexibility

SC REITS Guidelines to Boost Real
Estate Investment Trust Industry

accorded to acquisitions of real estates that
are encumbered by financial charges.

Further, in line with the Capital Market
Masterplan’s recommendation for a uni-
form regulatory framework for the fund
management industry, the eligibility re-
quirements for management companies
that manage REITs, including their scope
of business and foreign equity participa-
tion, have been streamlined to be consis-
tent with the requirements for manage-
ment companies that manage unit trusts.

In addition to this, the SC will adopt a de-
claratory approach in overseeing establish-
ment of REITs, in line with the approach
taken for unit trust funds since April 2003.
The responsibility to ensure compliance
would therefore rest with industry partici-
pants and their directors/promoters. A dec-
laration of compliance with regulatory laws
and guidelines must be submitted to the SC.

The SC has also enhanced the level of dis-

closure and reporting required of a REIT
with a view to facilitate more comprehen-
sive and timely disclosure of information to
investors. Additionally, submission require-
ments and procedures have also been re-
vised to promote faster decision turnaround
time, which would ultimately improve effi-
ciency in fund raising exercises for a REIT.

The revised requirements of the Guidelines
are aimed at attracting new players and en-
hancing awareness amongst local industry
players and property owners/developers on
the benefits of establishing a REIT. An active,
vibrant and competitive REIT industry pro-
vides investors with an alternative investment
opportunity and is also expected to enhance
liquidity in the local property market.

This latest measure forms part of the
SC’s continuous efforts to facilitate further
development of the investment manage-
ment industr y and at the same time
complements the Government’s aspiration
to enhance the economic contribution of
the country’s property sector, evident from
the related tax incentives accorded during
Budget 2004 and 2005. AT

Securities Commission ▼

ICAEW Celebrates
125 Years of Business Excellence

Institute of Chartered Accountants in England and Wales ▼

forging new global partnerships.
As part of the 125th Anniversary

programme, a series of international
conferences is planned in 2005, to be held in
Brussels, London, Hong Kong and New York.
The meetings will focus on today’s rapidly
changing commercial and regulatory environ-
ments and will start with the Brussels event
on 4-5 April focusing on global capital markets.

The conferences will reflect the Institute’s
drive towards promoting the highest qual-
ity standards in financial regulation and gov-
ernance, coupled with maintaining its ‘gold
standard’ of education and training in the
international arena.

Thought Leadership Research
As a thought leader in accounting and busi-

ness, the ICAEW has an enviable record of
delivering high quality research for both the
profession and the wider business community.

Its Centre for Business Performance is
planning four new reports in the series In-
formation for Better Markets as part of the
125th Anniversary programme. The reports AT




