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letters to the editor

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

contribution of articles

Accountants Today welcomes original and previously unpublished contributions which are of interest to accountants, business leaders, executives and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

E D I T O R ’ S  N O T E

AT

Enhancing competency among
        audit professionals

In today’s business world, the personal and professional value of integrity is constantly being tested against
the relentless delivery of results. So, it is interesting to note that the Education Committee of the
International Federation of Accountants (IFAC) is proposing new guidelines that will assist current and
prospective audit professionals in carrying out their public interest responsibilities.

To ensure that these professionals have the necessary knowledge, skills, values, ethics and attitude to
perform competently, the committee has released an exposure draft (ED) of a proposed International
Education Standard (IES) entitled Competence Requirements for Audit Professionals.

The proposed IES will apply to all professional accountants who have a substantial involvement in the
audit assignment and who are responsible for making significant judgment decisions contributing to the
overall audit opinion and not just the audit engagement partner.

The proposed standard provides a common foundation for the competence of all audit professionals
around the world, which is an essential step in strengthening the profession and maintaining public
confidence in audits of financial statements. The proposed standard calls for audit professionals to have
an advanced level of knowledge in three areas: financial
statement audits, financial accounting and reporting,
and information technology. This advanced level of
knowledge is deeper than that expected of other
professional accountants. The proposed standard also
requires individuals to gain a period of relevant practical
experience before having substantial involvement in a
financial audit assignment

The cover article ‘Enhancing the Competency of Audit

Professionals’, also features the opinions of some of the
Institute’s council members, committee members and
members who got back to us when approached. While the main purpose of this article is to highlight the
existence of this ED to members, we would also appreciate it if members could respond to the Institute’s
Education Department (details can be found on page 16) with feedback on what you think of the ED as
this will be conveyed to IFAC’s Education Committee.

As we continue to endeavour to make Accountants Today a pleasurable read for our members, we have
included in this month’s issue many other articles that we hope will be able to satisfy your appetite for
information. Happy Reading!

Editor
Accountants Today

“The proposed IES will apply to all professional

accountants who have a substantial involvement

in the audit assignment and who are responsible

for making significant judgment decisions

contributing to the overall audit opinion and not

just the audit engagement partner.”
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I N T E R N A T I O N A L  N E W S

WORLD news
About 30 Firms
Suspected of
Irregular Accounting
About 30 listed companies are
suspected of having engaged in
irregular accounting and some
of them may not avoid being
sanctioned by regulators this
year, reports The Korea Times.

“We launched the investiga-
tion of around 150 companies
in May or June last year. The
probes have come to a finish,”
the report quotes Lim Suk-sig,
chief accountant at the Finan-
cial Supervisory Service (FSS).

The key lies in the fact that
about 30 of the 150 companies
have been on suspicion of ac-
counting irregularities, accord-
ing to sources.

A year ago, the FSS picked
120 companies as samples for
its review of the 2003 financial
statements. Though the
samples were picked at ran-
dom, ‘prosecutors and civic
groups’ entrusted the FSS with
30 additional firms.

Noting that it usually takes a
few months to finish an investi-
gation of a company on suspi-
cion, Lim said, “Now the results
of the companies are coming.”

The report said that amid
regulators’ move to encourage
companies to confess their
wrongdoings voluntarily and to
lower sanction levels for firms
which make revised disclo-
sures, there is a possibility that
the FSS will not announce the
names of some violators.

Asked about possible con-
flicts due to lighter sanctions,
Lim said, “Employees at the
accounting supervision depart-
ment of the FSS are now ex-

KPMG playing catch-up with
rivals PwC and Ernst & Young
‘within striking distance’

KPMG’s Scottish chief says the firm is striving to reel in its “big
four” peers after profitability trailed last year. Craig Anderson’s
comments came as he revealed a 13 per cent bounce in Scottish
income for the first six months of 2004-05, reports The Herald.

KPMG’s 553 UK par tners, including 22 in Scotland,
earned an average of £457,000 in 2004, some £164,000 less
than their counterparts at top performer Deloitte. Partners
at PricewaterhouseCoopers and Ernst & Young banked
around £50,000 more.

“We do not believe Deloitte is within our grasp over the next
two or three years, it’s just too big a gap to breach. But PwC and
Ernst & Young are within striking distance. Our aim is to do
our damnedest to get there,” the newspaper quotes Anderson.

According to the report published in May, in the year to 30
September 2004, KPMG saw income rise six per cent to just
over £1 billion, but growth has since accelerated.

The firm employs 600 staff at offices in Edinburgh, Glasgow and
Aberdeen. Anderson said Scottish income surged 13 per cent in
the half-year to 31 March, compared with the same period in 2004.
Audit, advisory, tax and transaction services all registered increased
volumes. UK plc’s transition to international financial reporting stan-
dards, together with the regulatory fallout from the US Sarbanes-
Oxley Act, were both major contributors, the newspaper reports.

The upsurge is timely for Anderson, who took over from
Iain McLaren as senior partner in Scotland last October. “Profit
per partner matters because we have to get the best people. If
we want to do that, there is always a concern if there is ‘clear
water’ between us and the rest,” he added. “The biggest con-
straint on our growth at present is the availability of the right
people, and we have not seen that for about five years.”

KPMG in Scotland was traditionally run by auditors, but this
has changed as the importance of a proactive attitude to sell-
ing services has increased. The “big four” are run like multi-
national companies and their UK leaderships are driven to
achieve income per partner ratios (£2 million or so) that would
have been unthinkable a few years ago, the newspaper writes.

The importance of a good sales pitch has also become more
important amid a changing regulatory environment.

Following business scandals in the US and Europe, watch-
dogs were keen that accounting firms are focused on good
quality audits and do not get distracted by lucrative ancillary
work such as tax and other advisory services. This has not
impeded growth, since the firms have exploited a “shakeout”
of non-audit work by the audit clients of their rivals. AT

tremely prudent about their in-
vestigation amid close monitor-
ing from the prosecution and
civic groups.”

In par ticular, the balance
sheets of conglomerates have
become cleaner compared to
several years ago, he stressed.

Concerning the argumenta-
tive issue on Samsung
Everland’s bookkeeping of its
stake in Samsung Life Insur-
ance, he declined to comment
on whether or not the FSS has
launched an investigation of
the conglomerate.

Regulators plan to select the
next sample group soon for
their inquiries into the 2004 cor-
porate financial statements.

FASB’s Herz
Repeats Call for
Simplification
Reiterating the Financial Ac-
counting Standards Board’s 2005
goal of simplification, FASB
Chairman Robert Herz told at-
tendees at the American Institute
of CPAs Spring Meeting of Coun-
cil that the regulatory climate
has reopened such issues as dif-
ferential standards and the codi-
fication of generally accepted ac-
counting principles, thus inten-
sifying the need to hone stan-
dards and reduce the number of
accounting guidance outlets.

“There’s a lot of cross-cur-
rents in the profession and wa-
ter coming out of a lot of places
in terms of accounting stan-
dards. The question is what do
we do with this morass of ac-
counting literature?” Herz said,
as reported by the Webcpa.com.

In the Washington-based re-
por t, Herz outlined the

AT



9June 2005 • ACCOUNTANTS TODAY

profession’s need to codify
GAAP, and outlined FASB’s
multi-year codification project,
where existing standards
would be restructured by topic
and accompanied by all rel-
evant literature.

“Auditors have become tired
and strained and there’s a real
fear of second-guessing. It’s
come to the point where they’re
saying, ‘Just give me a rule,’ ”
he said.

“Auditors have become tired

and strained and there’s a

real fear of second-guessing.

It’s come to the point where

they’re saying, ‘Just give me

a rule.’ ”

With regards to the
Institute’s efforts on differen-
tial repor ting standards, or
standards for non-public com-
panies — a three-decade-old
issue — Herz told attendees
that in the current regulatory
environment, dif ferential re-
porting is an issue that “is cer-
tainly worth a re-look.”

He recounted the success of
international accounting bodies
and their subsequent forays into
private company standards,
such as the UK’s Financial Re-
porting Standards for Small En-
terprises, and Canada’s account-
ing organisations soliciting the
five major banks for guidelines
on differential standards.

“There’s a genuine issue
here,” Herz said.

www.webcpa.com

CPA Profession
Earns High Marks
From Execs,
Investors
Here is some feel good news
for accountants. New indepen-

dent research shows the CPA
profession continues to garner
high marks from business de-
cision-makers, executives and
investors, earning favourable
ratings of 97 per cent, 95 per
cent and 89 per cent, respec-
tively.

In fact, business decision-
makers and executives ranked
CPAs higher than physicians
by several percentage points.
CPAs also ranked higher than
other financial services-related
professions, such as insurance
agents, bankers, chief manage-
ment consultants and stock re-
search analysts, SmartPros re-
ports.

On specific measures, ac-
cording to the report, CPA
“heritage” attributes have im-
proved from 2003 figures. The
data show CPA attributes rat-
ings in the areas of “committed
to the rules of the accounting
profession,” “reliable” and
“consistently demonstrates in-
tegrity and ethics” have moved
higher. These heritage values
are the bedrock of the CPA
reputation and are being rein-
forced through AICPA commu-
nications and public service
programs.

When asked whether CPAs
and the accounting profession
have taken steps to fix the prob-
lems that had led to past ac-
counting scandals, fully 80 per
cent of business decision-mak-
ers and 70 per cent of execu-
tives said “yes.” While just 52
per cent of investors said “yes”
to that question, 71 per cent of
investors responding to the
survey admitted they are not
familiar with the Sarbanes-
Oxley Act. In addition, all three
groups see CPAs as part of the
solution to fighting or prevent-
ing fraud (86 per cent for busi-
ness decision-makers, 75 per
cent of executives and 78 per
cent of investors).

The research was conducted
by Penn, Schoen & Berland
Associates. More than 500
business decision-makers and
executives and 500 investors
responded to telephone inter-
views during March 2005. Re-
sults of the research will be
used to develop future strategy
and messages that support the
CPA profession’s reputation
and position as essential to
business and a most trusted fi-
nancial guardian.

accounting.smartpros.com

Cambridge college
integrates its
financial and
student record
systems to reduce
costs
Cambridge Regional College
(CRC) is integrating its finan-
cial system with its student ap-
plications to save staff time and
reduce costs.
According to a repor t by
www.computerweekly.com, with
an annual turnover of £28m,
the further education college
has almost doubled in size over
the past five years and needed
to upgrade its financial system
to cope with the expansion.

It is using financial software
from business software sup-
plier Symmetry to replace its
existing Sage core finance sys-
tem. Symmetry Financials is an
integrated financial and man-
agement accounting program
aimed at organisations with a
turnover of up to £30m and be-
tween two and 800 users.

It includes general ledger, ac-
counts payable, accounts receiv-
able, commitment accounting
with purchasing and funds con-
trol, assets and information man-
agement, real-time reporting,
secure e-procurement, and com-

prehensive systems integration.
Chris Lang, finance director

at CRC, said, “We were looking
for a solution that would enable
us to streamline the finance
function, integrate with our
other student applications and
help devolve accounting tasks
to our 80 departmental users.

“We knew that selecting the
right partner would be difficult,
and we felt that the most impor-
tant part of the process would be
to collect and analyse as much
user feedback as possible.

“Symmetry provided consis-
tently positive user endorse-
ments from other further edu-
cation colleges.”

Symmetr y Financials was
able to provide integration with
the college’s student and payroll
systems, real-time reporting via
a web browser interface, elec-
tronic purchasing and purchase
approval, and self-service ac-
counting for non-finance users.

The procurement phase of
the project started in Novem-
ber 2004 and finished in March
2005. The implementation
project started in April and is
due to go live in August.

www.computerweekly.com

Open Source
Accounting Options
How much does accounting
software cost your firm every
year? How much does it cost
your clients? How much does
the cost increase if you add in
software for spreadsheets, re-
porting, online banking and bill
pay, and other common ac-
counting related tasks? Is it
worth it? What if there was an-
other way?

These are some questions
raised in a recent article posted
on the AccountingWeb.com. The
answer: Open source.

The article suggests that a
new wave of freely available

AT

World News

AT

AT
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open source business applica-
tions is already being adopted
by a significant number of small
and mid-sized businesses.
Among the open source appli-
cations turning up on small
business desktops are word pro-
cessing and spreadsheet appli-
cations like OpenOffice and ac-
counting applications like
GnuCash and Grisbi.

OpenOffice, according to the
article, is the open source alter-
native to Microsoft’s Office and
Corel’s WordPerfect Of fice.
Like these competitors,
OpenOffice offers users a word
processor, spreadsheet, pre-
sentation manager and drawing
interface all in one package.

The spreadsheet, called
Calc, has many of the same ca-
pabilities as Excel but in a way
that is intuitive and easy for
new users to learn even if they
have no experience with
spreadsheets. In addition to al-
lowing easy importation of data
from other spreadsheet appli-
cations and databases, Calc al-
lows users to create formulas
in natural language and chart
data in 2D or 3D. The Scenario
Manager component also gives
users the opportunity to per-
form “what if” analysis at the
touch of a button, helping en-
trepreneurs and small business
owners make better decisions.

Beyond the spreadsheet
level, Grisbi is the open source
answer for basic accounting
needs. Despite the “basic” label,
Grisbi supports multiple cur-
rencies, users, and accounts as
well as account reconciling, im-
port/export of QIF files and re-
ports. The biggest thing for new
users to remember about Grisbi
is that the default currency in
the euro should be changed
before entering the initial ac-
count data. If users receive elec-
tronic statements from their
bank or credit card, Grisbi al-

lows them to reconcile their
data to the data in the statement
simply by pressing a button.
Regular transactions, both bills
and receipts can be scheduled
or entered manually. Grisbi also
features powerful reporting ca-
pabilities and a seemingly end-
less number of reporting op-
tions including an export in
XML format feature.

GnuCast, according to the
AccountingWeb.com article, is
probably the best known of
open source accounting soft-
ware. It is based on profes-
sional accounting principles
and allows for double-entry ac-
counting. It too supports mul-
tiple accounts, reporting and
graphs, however, the evolution
to gnome2 is taking quite some
time and the most up-to-date
version, 1.8.11, was released in
February.

Whether open source appli-
cations like these are a better
deal for small businesses than
their name brand competitors
remains to be seen. They are,
however, a viable alternative
for many businesses and indi-
viduals, that deserve to be con-
sidered when upgrading or
purchasing accounting soft-
ware.

www.accountingweb.com

The dark side of
tax determination
The Australian Taxation Office
(ATO) has issued a taxation
determination that will lead to
a lessening of protection for
taxpayers receiving tax advice,
the accounting profession’s
thought leader, has stated.
A repor t posted on
AccountingEducation.com says
the determination broadens
the number of people able to
provide tax advice by removing
the previously understood re-
quirement that advice could

only be provided by a regis-
tered tax agent.

Australia’s National Institute
of Accountants (NIA) technical
policy manager Gavan Ord said
the determination posed a
threat to the integrity of the tax
system and could lead to a con-
cern amongst consumers
about the quality of tax advice.

Mr. Ord said the ATO deter-
mination effectively does away
with the checks and balances
that have traditionally operated
in the provision of all tax ad-
vice, which was typically left
only to those who had been
registered as tax agents.

“It is a bit like granting open
entry to the Jedi order in Star
Wars rather than limiting it to
those who were strong in the
Force,” the report quotes Mr
Ord. “It exposes the consumer
to what is potentially shonky
tax advice, the tax equivalent of
the dark side.”

“They can bury their tax ad-
vice within the transaction and
pass completely under the qual-
ity control radar.”

Mr Ord said this substan-
tially weakens the previous
understanding of tax law where
only registered tax agents can
give tax advice.

“Juxtapose this with all of the
all encompassing definitions of
financial advice in the Financial
Services Reform Act 2001. That
Act attempts to capture in its
definition of financial products
a whole range of things that
many people would believe is
not financial advice but general
or business advice,” said Mr
Ord.

“Therefore we have a situa-
tion where the Australian Secu-
rities and Investments Com-
mission is trying to regulate ev-
erything because it is in the
public interest. Meanwhile the
ATO is narrowly defining tax
advice so that many people giv-

ing tax advice will be unregu-
lated.”
www.accountingeducation.com

Korea to Open 10
Professional
Sectors
Accounting is one of the profes-
sional service sectors that has
been slated for greater opening
in South Korea.

The government will offer to
open up 10 professional service
sectors, including architecture,
accounting and management
consultancy, in a bid to satisfy
World Trade Organisation de-
mands, according to
Chosun.com.

A ministerial meeting on for-
eign economic policy chaired
by Finance Minister Han Duck-
soo decided to submit a fresh
of fer for the opening of the
service sector to the WTO.

The Korean government
plans to submit the of fer to
member states through the
WTO secretariat by the end of
the month and start negotiat-
ing with relevant member
states next month.

The professional sectors in-
cluded in the offer are machine
installation and repair, technical
advice, accounting, architec-
ture, management consultancy,
computer hardware installation,
software development, data
management, data systems and
automotive design.

However, the government
says the plan would not greatly
affect the local professional mar-
ket since Korean law already al-
lows professionals in the sectors
to work in Korea if they have the
necessary visa. The offer is es-
sentially a symbolic commit-
ment not to close the sectors
again through any future
change in regulations.

Chosun.com

World News

AT

AT

AT
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C O V E R

ENHANCING
THE COMPETENCY OF

Audit Professionals

Having been thrust in the limelight for all the wrong reasons
such as the accounting scandals which occurred some years

back, the audit profession today strongly inches towards

recovery — the regaining of public trust. In this ultimate
quest of winning back public confidence, it is imperative that the

profession measure up to the increased expectations of its stakeholders.
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While the audit profession
returns to fundamentals,
in upholding core values
such as integrity and ob-

jectivity among others, there is another
area that also needs to be addressed, i.e.
that of competence.

MIA’s Chairman of the Examination
Committee, Dato’ Abdul Halim Mohyiddin
has on various occasions said that an audit
professional’s work is closely linked with
the financial system of the country and the
business environment. “Investors,
creditors, employers, the Government and
the public rely on them for sound financial
accounting and repor ting, ef fective
financial management and competent
advice on a variety of business matters.
This reliance imposes a public interest re-
sponsibility on them,” he says.

In this regard, he strongly believes that
education is perhaps the starting point that
will lead towards capacity and competence
building for today’s audit professional. It
is via education that knowledge and nec-
essary skills are built and it is through
education that the core skills and compe-
tencies are honed. In short, education pro-
vides the foundation through which an ac-
countant or audit professional can develop
and improve his knowledge and skills.

IES 8 for Audit Professionals
Following the introduction of IES 1-7

which prescribes the essential elements of
education to become a professional
accountant, the International Federation of
Accountants’ (IFAC’s) Education
Committee took it one step further, and in
April 2005 proposed new guidelines to assist
current and prospective audit professionals
in carrying out their responsibilities. To
ensure that these professionals have the
necessary knowledge, skills, values, ethics
and attitude to perform competently, the
committee released an exposure draft (ED)
on the proposed IES titled Competence Re-
quirements for Audit Professionals.

Dato’ Abdul Halim, who is also a member
of the IFAC’s Education Committee, points
out, that the proposed ED will apply to all
professional accountants who have a
substantial involvement in the audit
assignment and who are responsible for
making significant judgment decisions

contributing to the overall audit opinion, not
just the audit engagement partner. “It
prescribes the competence requirements
for audit professionals and auditors (en-
gagement partners), including those work-
ing in specific industries and environments.”

He cites the ED document prepared by
IFAC’s Education Committee, which states
that IFAC member bodies need to estab-
lish policies and procedures that will allow
interested members to satisfy the require-
ments of this standard before they have any
substantial involvement in a financial state-
ment audit. The responsibility for the de-
velopment and assessment of the required
competence is shared by IFAC member
bodies, audit firms, regulatory authorities
and other third parties.

The purpose of IES 8
The document also points out that a spe-

cific IES for audit professionals has become
necessary not only because of the special-
ist knowledge and skills required to per-
form competently in this area, but also be-
cause of the reliance the public and other

third parties place on the financial state-
ment audit function. This standard is based
on the platform for all professional accoun-
tants established by IES 1 to 7.

The aim of this standard is to ensure that
professional accountants acquire the spe-
cific capabilities (i.e., the professional
knowledge, professional skills and profes-
sional values, ethics and attitude) required
to work as competent audit professionals.
Once they have achieved this competence,
audit professionals need to maintain the
level of competence the public expects of
them. Life-long learning will be required
to develop and maintain this professional
competence.

In order to gauge the response to the
proposed IES 8, Accountants Today spoke
to the Institute’s President Datuk Dr. Abdul
Samad Haji Alias, council members,
committee members and audit
practitioners.

Is the IES 8 necessary?
According to Datuk Dr. Abdul Samad,

the proposed standard is nothing more

Enhancing the Competency of Audit Professionals

“It is via education that knowledge and

necessary skills are built and it is through

education that the core skills and competencies

are honed. In short, education provides the

foundation through which an accountant or

audit professional can develop and improve

his knowledge and skills.”

Dato’ Abdul Halim Mohyiddin, MIA’s Chairman of the Examination Committee

“Many years ago, perhaps the

market dynamics was such

that minimum accounting

qualifications were deemed

sufficient and appropriate but

with the growing complexity in

the business environment

today, those standards no longer meet the market requirements.”
Datuk Dr. Abdul Samad Haji Alias, MIA President
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than a reflection of market forces, as the
demand for services is determined by
changes in the market-place.

“Many years ago, perhaps the market
dynamics was such that minimum account-
ing qualifications were deemed sufficient
and appropriate but with the growing com-
plexity in the business environment today,
those standards no longer meet the mar-
ket requirements,” he says.

The wisdom of the day demands that
today’s audit professional first qualify as a
professional accountant (with a basic un-
dergraduate degree and three years tute-
lage with an audit firm).

Partner for Global Financial Services,
Ernst & Young and a Council Member,
Gloria Goh says that the IES 8 merely
formalises the requirements on
qualifications and competence (knowledge
and skills) for professional accountants and
most of these are not new to the profession.
The positive outcome, she believes, is that
it enables young undergraduates
contemplating a career in the profession
to have a clear understanding of the
professional expectations. “In addition, the
public will also have a better understand-
ing of the general capabilities of competent
audit professionals.”

BDO Binder’s Managing Director
David Siew concurs that there is a need
for such a standard to be introduced.
“Now, more than ever, public expectation
of the audit profession has increased and
introducing IES 8 ensures that the
profession is able to meet these
requirements,” he of fers.

MIA Ethics Committee Member Philip
Koh says that the new standard is a nec-
essar y component seeing as how
education plays an important role in the
development of professionals. However,
he wor ries if its implementation is
workable given the wide syllabus already
thrust upon students .

Audit Practitioner M. Meyyappan feels
that the introduction of the proposed stan-
dard is in line with the requirements and
developments within the profession where
there is a need for continuous upgrading
of knowledge. Today’s working environ-
ment demands that we are competitive and
efficient and adhering to IES 8 would en-
able us to achieve that.

Enhancing the Competency of Audit Professionals

The implications of IES 8 on the
profession

Datuk Dr. Abdul Samad feels that, the
proposed IES 8, being regulatory in nature,
should not be seen in a negative light or as
cumbersome to aspiring audit profession-
als. It is formed as a response to market
demands so adhering to this standard en-
hances competency.

“The key implications are the minimum
requirement of an undergraduate degree and

continuing education to enhance skills and
knowledge in accounting and auditing,” Goh
says. Currently, certain professional
accountancy bodies do not require an
undergraduate degree before its professional
exams can be undertaken so the requirement
for a minimum undergraduate degree will
affect the ability of professional firms to recruit
unless the professional accountancy bodies
change their own recruitment or examination
policies, she says.

IES 8 enables young undergraduates

contemplating a career in the

profession to have a clear

understanding of the professional

expectations … In addition, the

public will also have a better

understanding of the general

capabilities of competent audit professionals.”

Gloria Goh, Partner, Global Financial Services, Ernst & Young and a Council Member

“the main implication is that there will

be increased need for better training

initiatives … It is not easy for someone

to gain knowledge in these areas unless

they have access to the necessary

resources.”

David Siew, Managing Director, BDO Binder

“… the focus of the IES 8 seems to be

on intellectual development — brushing up

on skills in audit per se, but the real issue is

the need to develop people with high levels

of integrity … The lack of public confidence

is in the integrity of information and not lack

of technical knowhow … We have sufficient

hard skills training from our universities, our professional bodies

and also our workplaces.”
Lam Kee Soon, Audit Practitioner and a Council Member
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“While professionals are already re-
quired to maintain appropriate continuing
professional education, I believe the focus
on skills and competencies will mean that
firms, large or small, would have to invest
appropriately in technical skills training/
updates to be competitive and to maintain
quality of services. Global firms are prac-
ticing the internationally accepted bench-
marks. Mid-sized and small firms would
have to assess the impact of additional
costs, if any, to their practice, to implement
the requirements of IES 8,” Goh says.

Firms who may not have employed
graduate professionals would see a poten-
tial increase in personnel costs, she adds.
It should be noted that productivity and
competency may actually improve but
there may be greater competition for ac-
countancy graduates. Also, she stresses
that students electing to study accoun-
tancy-related courses must be educated on
the proposed minimum requirements.
“Otherwise, those who have joined non-
tertiary professional programmes may find
their employment options restricted.”

Siew meanwhile believes that the main
implication is that there will be increased
need for better training initiatives. In order
to be considered competent as an audit
professional, there are three key areas one
needs to be proficient in i.e. financial audit,
information technology and knowledge of
specialised industries. While getting trained
in the former area does not pose any
problems, Siew believes that there are
training gaps in the latter two areas. “It is
not easy for someone to gain knowledge in
these areas unless they have access to the
necessary resources.” Siew says this area
is something which needs to be addressed.

He also says that the IES 8 must be spe-
cific in defining the level of competency
expected of audit professionals. At present,
he believes that the scope defined within
the standard is rather broad.

Koh is of the opinion that the introduc-
tion of the new standard would result in a
keener sense of need to upgrade compe-
tencies and sharper awareness of ethics
and governance issues.

Meyyappan thinks that the clear set of
guidelines, rules and regulations, will posi-
tively impact the performance of the practi-
tioner. Having said that however, he adds

that as the profession continues to be piled
with an increasing amount of statutory
requirements and professional standards, it
must be taken into consideration that if a
practitioner is going to spend most of his
time on compliance, then he will be left with
very little time to do the actual work.

Lam Kee Soon, Audit Practitioner and a
Council Member, has a different opinion
to offer. He says that the focus of the IES 8
seems to be on intellectual development —
brushing up on skills in audit per se, but
the real issue is the need to develop people
with high levels of integrity.

“The lack of public confidence is in the
integrity of information and not lack of
technical knowhow. We need character de-
velopment (soft skills) instead of more
hands-on skills (hard skills).We have
sufficient hard skills training from our
universities, our professional bodies and
also our workplaces,” he offers.

IES 8 will place a burden on the firm and
the members on investing something that
will not address the public perception of
auditor integrity vis-à-vis the integrity of
financial statements. In short, he feels that
the IES 8 is useless in addressing the real
issue which is building auditor integrity.

How does the profession (in
Malaysia) measure up thus far?

While the public-listed companies and
public interest entities in Malaysia expect
audit professionals to have qualifications
that are in line with those stated in IES 8,
Datuk Dr. Abdul Samad points out that it
is arguable whether or not organisations
that fall under other categories practice the
same. “However, if it is made mandatory,
the competency aspect will certainly be
enhanced.”

He adds that personally he prefers that
accounting and audit professionals qualify
via the routes prescribed in the 8 IESs and

prescribed by IFAC’s Education Commit-
tee. Just like any other profession, there is
a need for those aspiring to be professional
accountants and auditors to undergo
sufficient training.

Goh feels that there are some audit pro-
fessionals who presently work in
specialised areas/fields of expertise who
are expected to have additional industry
or skills training to enable them to perform
effectively. Those who did not acquire the
relevant skills find themselves less
‘marketable’ and hence there are ‘push’
and ‘pull’ factors which drive personal and
professional development.

Audit professionals who have worked or
are working in an environment where
specialisation is not needed may not yet
have the targeted capabilities and
competence. Hence, a roadmap is needed
to enable them to progressively acquire the
relevant capabilities and competence.

Siew once again said that thus far, the
profession has demonstrated its capabili-
ties where financial audit skills are con-
cerned but there is a need to upgrade pro-
ficiency in areas such as IT and specialised
industries.

Koh says that while high level senior
partners of top accounting firms have the
overall competency confidence, fresher
graduates and professionals do not share
this at present.

Also, being an External ACCA Assessor
for Company Law Malaysian variant paper,
he has witnessed a change in the syllabus
but there appears to be a down playing of
hard legal and regulatory modules which
he believes is not right and needs to be
given attention to.

Meyyappan meanwhile feels that audit
professionals in Malaysia generally
possess the necessary capabilities and
competence that are being prescribed in
the proposed standard.

“as the profession continues to be piled with an increasing

amount of statutory requirements and professional standards, it

must be taken into consideration that if a practitioner is going to

spend most of his time on compliance, then he will be left with

very little time to do the actual work.”
M. Meyyappan, Audit Practitioner

AT
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� The Audit Professional
The exposure draft (ED) includes a new

defined term: “audit professional.” This new
term describes those who have a substan-
tial role in the audit assignment and whose
judgments are relied on in arriving at the
overall audit opinion. The proposed defini-
tion makes it clear that an audit professional
should be a professional accountant (i.e., a
person who is a member of an IFAC mem-
ber body) who has met the requirements
prescribed in IES 1 to 6.

� General Requirements
It is proposed that before an individual

can assume the role of an audit profes-
sional they should first qualify as a pro-
fessional accountant, (i.e., they would al-
ready have met the requirements pre-
scribed in IES 1 to 6), hold an under-
graduate degree and have the additional
knowledge, skills, practical experience,
professional values, ethics and attitude
prescribed in those standards.

� Knowledge Requirements
This ED prescribes the specific knowl-

edge audit professionals require in addi-
tion to what IES 2 prescribes for all pro-
fessional accountants. This additional
knowledge is in three key areas: finan-
cial statement audit; financial accounting
and reporting; and information technol-
ogy. The knowledge is to be at an ad-
vanced level, which is deeper than that
expected of professional accountants.

� Professional Skills
The ED outlines the application and de-

velopment of professional skills specific

to financial statement audits. While IES 3
prescribes some of these skills for all pro-
fessional accountants, it is expected that
audit professionals should develop and ap-
ply them in an audit environment.

� Practical Experience
The ED prescribes that individuals must

gain a period of relevant practical experi-
ence before having substantial involvement
in a financial statement audit assignment.
They can acquire this experience before,
during or after qualification as a profes-
sional accountant; this practical experience
should be gained under the guidance of an
auditor in a suitable organisation. The ex-
perience needs to be of sufficient depth and
duration to enable individuals to demon-
strate they have the necessary capabilities
and competence prescribed in the ED.

� Assessment
It is expected that, before they assume

the role of an audit professional, individu-
als’ capabilities and competence will be
assessed. This assessment can be carried
out by an IFAC member body, a third party
(such as a work place assessor, govern-
ment or regulatory authority), through the
member body’s peer review process, an
audit firm’s quality control systems or a
combination of these. Some member bod-
ies are likely to include the requirements
of this standard within their qualification
process. In that case, individuals would
qualify as audit professionals at the same
time as they qualify as professional accoun-
tants and the assessment could take place
immediately prior to qualification. In other
environments, the capabilities prescribed

Significant points of the proposed IES 8
in the ED will be acquired after qualifica-
tion as a professional accountant but be-
fore an audit license is issued, in which
case the member body might rely on an
audit firm or its own peer review process
to carry out the assessment.

� The Auditor
The ED includes some discussion about

different audit licensing regimes and the
range of additional capabilities and com-
petence required to move from the role of
an audit professional to an auditor.

� Specific Environments and
   Industries

The ED states that audit professionals
involved in financial statement audits in
specific environments and industries re-
quire professional knowledge and experi-
ence relevant to those environments or
industries. The ED also prescribes the
competence requirements for audit profes-
sionals involved in transnational audits.

� Invitation to comment
Members are invited to give further views

or comments on the ED IES 8. The ED may
be viewed by going to www.ifac.org/
Guidance/EXD-Details.php?EDID=0044 .

Comments are requested by 4 July
2005, preferably by e-mail or in writing.
All comments should be addressed to:

MIA Education Committee
Dewan Akauntan

2, Jalan Tun Sambanthan 3, Brickfields
50470 Kuala Lumpur

Fax: 03-2274 1783
e-mail: mia@mia.org.my

Enhancing the Competency of Audit Professionals

AT
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E C O N O M Y

THE TRIAD OF

Incompatibilities
by Saravanan Ramasamy

Of late, the general sentiment is that
domestic interest rates will come under
increasing upward pressure primarily
driven by two factors, namely; Malaysia’s
growing inflation and the US’s rising
interest rates.
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The Triad of Incompatibilities

Inflation, as measured by the Con-
sumer Price Index (CPI), had risen
to 2.6 per cent in March 2005 up
from 2.4 per cent in February 2005.

Indeed, this rise to 2.6 per cent is the fast-
est in nearly six years. It is noted that the
increase in CPI was driven by price in-
creases, notably in beverages and tobacco

(+13.4 per cent), food (+3.4 per cent) and
transpor t and communication (+2 per
cent). Fuelled by ever increasing oil prices,
the rate is expected to rise further in the
coming months.

With capital controls almost but gone
and the expected rise in the US interest
rates, the general worry is that the do-
mestic market will witness a large por-
tion of funds shifting into US dollar and
other currency deposits. The fact that the
Ringgit is pegged to the US dollar leads
to a situation where arbitrage would be
risk-free. The US Federal Open Market
Committee (FOMC) has been raising the
federal funds rate by some 25 basis points
at almost every meeting since June last
year. Given this trend and the fact that
there are at least five more FOMC meet-
ings this year, the US interest rate could
potentially reach 4.5 per cent by the end
of this year. In comparison, Malaysia’s
overnight rate (Kuala Lumpur Interbank
Offered Rates (KLIBOR)) is currently
2.81 per cent, three-month KLIBOR is
2.83 per cent and one-year tenure is
slightly higher at 2.92 per cent. The con-
cern here is that, if the divergent be-
tween the US and domestic rates actu-
ally materialises, the outflow of funds
could potentially be unprecedented in
size.

Given the growing domestic inflation
and increasing US interest rates, will
Bank Negara Malaysia (BNM) raise the
domestic interest rate? Though the an-
swer to this question seems to dif fer, the
general view is that BNM will continue
to keep monetary policy accommodative AT

(i.e. maintain a low interest rate regime)
to support domestic growth amid rising
inflationary expectations. Some parties
are quick to point out that there is a
overwhelmingly huge amount of liquidity
in the banking system with the ballpark
figure hovering around RM130 billion, an
amount that leaves BNM with plenty of

room to manoeuvre its monetary policy.
Some fund managers are quick to point
out that the rising US interest rates is
nothing new and there will be no impact
on the local market. With the lift of

capital controls, foreign funds have
already been given the liberty to exit the
market. So, the bulk of the “hot money”
would have already left the shores by
now. Fur thermore, BNM, in its 2004
annual report, expects inflation to remain
manageable at 2.5 per cent and the
sudden panic of the rising inflation rate

is due to the fact that Malaysians are
used to the low inflation rate regime. In
addition, some fund managers and econo-
mists are convinced that the inflation rate
of 2.5 per cent should be manageable
when the fixed deposit rate is around
three per cent.

With the above explanations, one may
seem to be convinced that the growing
domestic inflation rate and the upward tra-

jectory growth of the US interest rates do
not actually pose any real threat to the lo-
cal economy. On closer analysis, are we
certain of this? How long can BNM depend
on the extra liquidity in the banking sys-
tem for it to manoeuvre its monetar y
policy? How sure are we that the inflation
rate will not surpass three per cent given
the inability of the world market to forecast
the oil prices?

Then comes the issue of inter-relation-
ship between price/interest rate stability,
exchange rate stability and the openness
of the capital and goods market on the lo-
cal economy. This is what is known as
“triad of incompatibilities”. With a fixed
exchange rate regime, Malaysia will need
to strike a balance between price/interest
rate stability and the openness of the
economy. The lift of capital controls to fur-
ther liberalise the capital market will cause

volatility in the general price level, which
in turn will exert pressure on the interest
rate. Here, the trade off depends on the
policy objective (price /interest rate stabil-
ity and exchange rate stability) and the
economic structure (openness of capital
and goods market) of the said country.
Given the move to liberalise the capital and

goods market, it would be next to impos-
sible for BNM to achieve both price/inter-
est rate stability while maintaining ex-
change rate stability at the same time. This
leads us to an interesting question. Is it
prime time for BNM to relook at the
Ringgit peg? It will be a matter of time when
BNM would either have to react by remov-
ing the peg or raise interest rates. Well, we
indeed live in interesting times.

“BNM will continue to keep monetary policy accommodative (i.e.

maintain a low interest rate regime) to support domestic growth

amid rising inflationary expectations.”

“With capital controls almost but gone and the expected rise in

the US interest rates, the general worry is that the domestic

market will witness a large portion of funds shifting into US dollar

and other currency deposits.”

“Given the move to liberalise the capital and goods market, it

would be next to impossible for BNM to achieve both

price/interest rate stability while maintaining exchange rate

stability at the same time.”
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Managing Creativity
IS LIKE OPERATING A

Casino
by Yew Kam Keong

“Managing” creativity is about raising
probabilities; and in this respect it is like
operating a casino. Although casinos do not
know how individual gamblers will fare at
any given table, they know that if enough
customers play for long enough against the
house odds, the casino will make a very
predictable and stable profit. In the short
term, it is a matter of probability, but in the
long term, profits are a matter of certainty.
In much the same way, companies cannot
predict where specific creative acts will
come from or what they will be; but they
can do things that will increase the fre-
quency with which creative thinking occurs.

“companies cannot predict

where specific creative acts will

come from or what they will be;

but they can do things that will

increase the frequency with

which creative thinking occurs.”

Source: Corporate Creativity, co-authored by
University of Massachusetts professor Alan G.
Robinson and Sam Stern.

How Companies Turn Customers’ Big
Ideas into Innovations

The most effective product development
and commercialisation processes have al-
ways been based on a dynamic and com-
plex exchange of ideas and interests among
engineers, marketing experts, and, most im-
portantly, the end-consumer. Product inno-
vation experts at Booz Allen Hamilton and
the Wharton School of the University of
Pennsylvania say that this failure to incor-
porate the customer’s perspective often se-
riously limits the potential financial and com-
petitive value of corporate innovation. Ac-
cording to them, successful companies of-
ten share a number of characteristics:

Employees use the product.
Vigorous market research of customer
needs.
Cross-functional teams in product de-
velopment to close the gap between
technical know-how and customer un-
derstanding.
Not only understand customer
behaviour but the reasons behind that
behaviour. It’s not just what they do, but
why they do it.

Source : Pennsylvania’s Whar ton School,
Strategy+business, quarterly business thought-
leadership magazine published by Booz Allen
Hamilton, 12 January 2005.
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innovation. After peaking in 2000, industrial
R&D spending began a three-year slide, slip-
ping from $185 billion to $173 billion, and
R&D Magazine projects the downward
trend to continue this year. Large compa-
nies, whose obsession with short-term re-
sults has led them to unburden themselves
of in-house R&D, have begun formal efforts
to scour small businesses for innovation. As
a result, inventors and invention houses,
such as Invention Science and NineSigma,

are harnessing the Web not only to pool cre-
ativity but also to get products to market
faster than ever. There is even evidence that
small outside firms may simply be better at
inventing the new thing.

Source: Ian Mount, Fortune, 28 February 2005

Creativity is a product of
intrinsic motivation

Teresa Amabile, of Harvard Business
School (HBS), found that people doing cre-
ative, innovative work do not focus daily on
salary or a potential bonus . She found that
creativity is a product of intrinsic motivation.
“That’s being motivated to do the work be-
cause it’s interesting, it’s positively challeng-
ing, it’s captivating,” she says. On the flip side,
extrinsic motivators — expect evaluation,
competition, anticipated reward — and this
tends to decrease creativity. Another finding
is that positive feelings — joy, love — are posi-
tively related to creativity, and the negative
emotions — anger, fear, sadness — are nega-
tively related to day-by-day creativity.

Managers and leaders, she says, need to
protect their employees’ time, space, and
mental energy for creative work, champi-
oning projects, shielding teams from un-
necessary distractions, monitoring em-
ployees’ feelings about their work, and pro-
tecting their resources.

Source: HBS’s Teresa Amabile “Tracks Creativ-
ity in the Wild”, Harvard University Gazette, 10
February 2005.

Cross-Functional Creative Teams
The most creative teams are not those

with the most creative people in them. They
are teams comprising people with the wid-
est variety of backgrounds. Bringing people
with different backgrounds and experiences
together creates a fertile idea zone.

If you want to be a creative thinker, you
need to be a contrarian. Google became
what is probably the world’s biggest adver-
tising business by taking a contrary view
to advertising on the Web. Rather than of-
fer loud, flashing animated banner adver-

tisements similar to those that adorn ev-
ery commercial website, Google took a
contrary stance. The other approaches are
outsourcing and creating a visual represen-
tation of a problem and looking for visual
solutions. In much the same way that a bar
graph allows us to visualise financial infor-
mation, the drawing of a problem can help
us visualise a problem and a solution.

Source: Jeffrey Baumgartner, Report 103.

The Return of the Lone Inventor
Corporate America is slashing in-house

R&D and turning to the country’s base-
ments, garages, and small companies for

“If you want to be a creative thinker,

you need to be a contrarian.”
“inventors and invention

houses … are harnessing the

Web not only to pool creativity

but also to get products to

market faster than ever.”

AT

Dr.Yew Kam Keong (Dr.YKK) is the founder presi-
dent & CEO of Mindbloom Sdn. Bhd. He can be
contacted at e-mail: drykk@mindbloom.net or
yewkk@yahoo.com.
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Financial Ratios
by Richard Bull

If people aren’t able to link financial strategy with
operational strategy, it’s hard for them to see the
implications of one for the other.

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

How often have you sat across
the table from your col-
leagues at a board meeting or
stood in front of a sea of faces

at a cross-functional performance review and
seen their faces go blank as soon as you men-
tion numbers? Too often, those who are unfa-
miliar with the technicalities of finance find a
numeric description of how the organisation
is doing rather distant from their own way of
seeing it. As a result, they can find your pre-
sentation boring or even irrelevant.

Such a gulf in communication creates a
number of problems. It can make it hard
for you to find common ground with your
colleagues. This can lead to a lack of mu-
tual trust and understanding, which are vi-
tal for effective teamwork. If people are not
able to link financial strategy with opera-
tional strategy, it is hard for them to see the
implications of one for the other — e.g.,
where the tight control of working capital
can restrict stock availability for customers.
So it is crucial to find a way to engage col-
leagues in the financial view of the business.
Only then can you be sure that they are
making the best use of its resources.

The gap in understanding is often
characterised by different ways of thinking.
Finance is usually identified with left-brain
or rational thinking, while other functions
are associated with right-brain or intuitive
thinking. If you are to explain financial indi-
cators in the wider context of business indi-
cators, you need to translate the financial
view into one that everyone can understand.
Nowhere is this more challenging than in
the presentation of results in the form of fi-

Figure 1   The Enterprise Stewardship Model: Analysing the Process (left brain)

nancial ratios. Let us try using a visual rep-
resentation — the enterprise stewardship
model — to bridge the gap.

One of the most comprehensive financial
ratios for a company is the dividend yield
ratio. This expresses the dividends that
shareholders receive as a proportion of the
equity they hold. The ratio has a wide scope
and it is hard to comprehend the relation-
ship between the equity put into a firm and
the dividend it pays. Dividends come out of
profits, which are generated from sales of

goods and services, which are produced
from purchases and the use of facilities,
which are financed by funds, some of which
come from the purchase of shares.

This chain of causality is hard even for
left-brainers to grasp, so it is helpful to draw
it as a process and see it split into manage-
able chunks. At the same time we can
break down the dividend yield into its com-
ponent ratios. It is possible to identify sub-
ratios within the dividend yield that com-
bine to produce it and, in turn, the sub-sub-
ratios within those. For the purposes of this
example, let us take a series of ratios that
complement our chain of causality and ap-
ply the enterprise stewardship model to
map the process alongside them.

Figure 1 tracks the respective process
steps alongside the ratios that are familiar to
financial managers. The gearing ratio, asset
turnover ratio, profit margin, effective tax
rate and payout ratio all correspond to key
steps in the business process. And their ar-
ithmetical expression shows that, if multi-
plied together so that their numerators and
denominators cancel out, they boil down to
dividends divided by equity — i.e., the divi-
dend yield. If we look at these ratios in turn,
we can see that what they are measuring can
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Figure 2   The Enterprise Stewardship Model: Mapping the Process (right brain)

be identified as sub-processes within the to-
tal. Now we need to shift our thinking to the
right brain to identify the reality of these pro-
cesses and the relevance of financial ratios
for the broader management of the business.

Figure 2 identifies the inputs and outputs
of the activities that the financial ratios are
measuring. These are the responsibilities of
the functions represented in the boardroom
or at the cross-functional review. If the link
can be made, there is a chance for everyone
to see their contribution to financial results
and to debate wider issues in that context.

Every business starts with a plan. The
planning process in this case is given the
grand title of “strategic management” to re-
flect its importance as the model’s founda-
tion. But it is not until planning translates into
action that finance is required. Funding is
available from a combination of sources and
the gearing ratio measures the respective

contributions of equity and borrowings. The
funds generated allow the firm to establish
its asset base. In doing so it is crucial for it to
understand customer requirements, which
specify the people and facilities it will use.
The capacity that is made available is used
to produce goods and services from the
goods and services that are purchased from
suppliers. The price at which these are sold
determines how the value added is shared
between the customer and the company —
the latter’s share determining the profit it
retains. A portion of that profit is deducted
in tax and a further slice is then considered
for distribution as dividends or retained for
reinvestment. Such reinvestment adds to the
amount of equity vested in the firm.

The last step in bridging the gap between
the financial ratios and the people who in-
fluence them the most is to map their func-
tional territories against the activities within

the process model. Appropriately the board
is placed at both the foundation and the sum-
mit: the directors are responsible for the
strategic management of the idea that
started the business and they must also
judge the appropriate distribution or reten-
tion of profits to fund future growth.

The processes that lie immediately
within these — funding and tax manage-
ment — fall within the remit of the trea-
sury and finance functions. At the heart of
the enterprise, the processes of asset and
value-add management are where the func-
tions that deal with operations come into
play. Facilities, HR and marketing are cru-
cial in the design and management of the
asset infrastructure, while purchasing,
manufacturing, sales and distribution are
directly responsible for adding value.

The above example illustrates how a shift
in thinking can be achieved to bridge the
gap between other directors’ views of the
business. In this way they can relate your
presentation to the actual processes they
are responsible for and see that finance is
not simply playing with numbers on the
balance sheet.

This approach has a further benefit, al-
though some people may see it as a risk: a
management team that understands the fi-
nancial report will be in a stronger position
to challenge the numbers. This is particu-
larly relevant to non-executive directors, who
have been criticised for not questioning fi-
nancial statements enough. But, if the man-
agement team is to work in unison, it is cru-
cial that everyone understands their inter-
dependence in the context of financial per-
formances as well as their individual busi-
ness measures. For example, a balanced
scorecard is a step forward from relying
purely on numbers. But if the financial mea-
sures on that scorecard can be related to the
other components, the scorecard can be a
more powerful management tool. Apart from
the technical benefits of bridging the gap, life
can be a lot more enjoyable for the financial
manager without having to see all those
blank expressions.

Richard Bull ACMA is an award-winning business
writer and has published a book entitled ‘Finan-
cial Ratios: Building a Model of Success for Your
Business’. This article is contributed by CIMA and
it first appeared in Financial Management, CIMA’s
monthly magazine for its members.
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REFORMING THE

Corporate Insolvency
Regime

By the CLRC Secretariat, Companies Commission of Malaysia

In our first article “An insight to Corporate Law Reform in Malaysia” (Accountants Today, November
2004), we mentioned that the Corporate Law Reform Committee (CLRC) established by the Companies
Commission of Malaysia (CCM) for the purpose of reviewing the Companies Act 1965 (Act), has divided
its review work into four separate Working Groups. Working Group D is reviewing the current law and
practice relevant to corporate securities and insolvency.
In conducting its review of this core area of company law, Working Group D is guided by the objectives that
its review and recommendations, if any, must amongst other things, reduce the cost of compliance, in-
crease efficiency and protect the interest of stakeholders. These objectives are in tandem with the overall
objectives of the CLRC as set out in its consultative document titled “Strategic Framework for the Corpo-
rate Law Reform Programme”.

L A W  &  A C C O U N T I N G



25June 2005 • ACCOUNTANTS TODAY

Reforming the Corporate Insolvency Regime

Reviewing the current corporate
insolvency regime

There is a discernible international trend
in various jurisdictions to move towards
corporate rescue mechanism as part and
parcel of the corporate insolvency regime.
In these jurisdictions, liquidation or wind-
ing up is no longer considered as the main
outcome of an insolvent company. It is
noted that the corporate insolvency frame-
work in other jurisdictions covers matters
pertaining to pre-insolvency procedures,
liquidation process, consolidation of cor-
porate and personal insolvency laws and
corporate rescue mechanisms.

Some of the general objectives of corpo-
rate insolvency law are1 :

� The facilitation of the recovery of com-
panies which are in financial difficulties;

� The suspicion of legal actions by indi-
vidual creditors through the creation of
a moratorium;

� The removal of powers of management
of the company by its directors, even if
directors retain their position as directors;

� The avoidance of transfer and transac-
tions which unfairly prejudice the gen-
eral body of creditors;

� Ensuring that there is an orderly distri-
bution of company’s assets;

� The provision of a fair system for the
ranking of claims against the company;

� Making provisions for the investigation
of the company’ failures and the imposi-
tion of liability of those responsible for
the failure;

� The protection of the public from direc-
tors who might in future engage in im-
proper trading;

� Maintaining the ethical standards and
competence of insolvency practitioners;

� And the dissolution of a company at the
end of the liquidation process.

In most jurisdictions, an effective corpo-
rate insolvency regime is seen to be one that
should be able to provide a system to enable
the winding up of companies where there is
no future prospect of the business becom-
ing profitable and viable with the least pos-
sible cost and delay. At the same time, an ef-
fective corporate insolvency regime should
be able to provide for mechanisms to reha-
bilitate companies and rescue companies

from being wound up. The Harmer Report
of Australia2  for example, whilst acknowledg-
ing the general principles of corporate insol-
vency law, stated that there should be an ef-
fective release of the insolvent company from
financial obligations and liabilities.

Whilst most of the general principles of
corporate insolvency law stated above are
found in company’s liquidation provisions
within the Companies Act 1965, the present
framework is very much focussed on the liq-
uidation or winding up of a company. Liqui-
dation has also often been seen as the only
viable option for companies which are insol-
vent. The corporate insolvency law in Ma-
laysia, under the Companies Act 1965, en-
visages the following methods for dealing
with company insolvency. The first is a re-
ceivership process where creditors may ap-
point a receiver and manager. Most often, the
company will be wound up and the
company’s assets are hived off and sold sepa-
rately. The second is where an application
for winding up may be made to the court
(through a members’ voluntary winding up,
creditors’ voluntary winding up and winding
up by the court). It is also possible to use a
scheme of arrangement for the reconstruc-
tion of companies. However, the present
framework is inadequate as there has been
a lack of focus on rescue mechanisms or at-
tempts to rehabilitate companies.

By combining a corporate insolvency re-
gime that deals with company liquidation
as well as corporate rescue mechanism,
there will be rules which are more commer-
cially realistic in terms of addressing the
needs of companies and investors. Compa-
nies are primarily used as a vehicle to con-
duct business. It is a fact that just as there
are businesses that prosper, there are also
just as many businesses that fail. A company
that is used as a vehicle to conduct business
should be allowed to wind up its business
where there is no viable prospect of the
business becoming profitable. In such an
instance, the corporate insolvency regime
must be facilitative in that it should provide
for the efficient winding up process of that
company. The corporate insolvency regime
should also be protective of the rights of
creditors and members especially in cases
where the company is wound up on the
grounds that it is insolvent.

Many factors can contribute to the fail-

ure of a business. In some instances, busi-
ness failure may be attributed to misman-
agement. Yet, in some cases, a business
may fail not because of mismanagement
but because of external economic factors
which are beyond the company’s control.

Where failure of a company’s business is
attributed to mismanagement by persons in
control of the affairs of a company, one of
the concerns is making those responsible
for mismanagement accountable for their
actions. Further, there is also the need to
prevent such persons in the future from
setting up new companies with the view of
doing the same with those new companies.
Enhancing the accountability of those in-
volved in the company’s management and
liquidation process is one of the major is-
sues that must be considered when review-
ing the corporate insolvency regime.

In some instances, where a company’s fail-
ure is not contributed by mismanagement
but due to temporary financial difficulties or
external economic factors, a rescue mecha-
nism may enable the company to be reha-
bilitated and to preserve its business as a go-
ing concern. A corporate rescue mechanism
may also enable better returns for creditors
and shareholders as fragmented sale of a
company’s business in most cases may not
be in the best interest of the company’s credi-
tors and shareholders.

Is there a need for a single
Omnibus Insolvency Act?

One issue that has often been raised in
respect to corporate insolvency in Malaysia
is whether there is a need to legislate for a
single Omnibus Insolvency Act. There are
two approaches being adopted as far as the
corporate insolvency regime is concerned.

� The first is the creation of an Omnibus
Insolvency Act, which consolidates both
the corporate and individual insolvency
and operates as a freestanding legislation
from company legislation.

The UK through its Insolvency Act (UK
IA) has, since 1986, consolidated personal
and corporate insolvency laws into a single

1 See RM Goode,  Principles of Corporate Insolvency
Law (1990) Sweet & Maxwell, London pp. 5-10; RW
Harmer, General Insolvency Inquiry, Report No 45,
AGPS (1988) Canberra; IF Fletcher, The Law of In-
solvency (2nd Ed. 1996) Sweet & Maxwell, London.

2 RW Harmer, General Insolvency Inquiry, Report No
45, AGPS (1988) Canberra.
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insolvency regulatory framework although
extensive cross-reference is made in the
company legislation to the insolvency leg-
islation. The Singapore’s Report on the
Company Legislation and Regulator y
Framework Committee (CLRFC) issued in
October 2002 has proposed the introduction
of an Omnibus Insolvency Act and subsid-
iary legislation that are applicable to both
companies and individuals to harmonise
and consolidate any uncertainty in areas
specifically relating to undue preference
transactions, avoidance of dispositions of
company property and floating charges.

�  The second approach is to maintain two
separate regulatory regimes between the
corporate and personal insolvency where
the corporate insolvency framework is in-
tegrated into company legislation.

Australia and New Zealand maintain
separate insolvency regulatory frame-
works between individual and corporate
insolvency. In Australia, for example, the
Corporations Act contained provisions rel-
evant to corporate liquidation, receivership
process and rescue mechanism. New
Zealand has a similar regime although the
receivership procedures are found in a
separate Receiverships Act.

Essentially, in Malaysia, support for a
single Omnibus Insolvency Act for Malaysia
is fuelled by the argument that the current
corporate liquidation or winding up frame-
work is confusing due to the fact that exten-
sive cross-reference needs to be made to the
various bankruptcy principles and rules pro-
vided for in the Bankruptcy Act 1967. One
conspicuous example is the application of
Section 53 of the Bankruptcy Act 1967 under
Section 293 of the Companies Act 1965 for
undue preference transactions. This has
caused confusion and in some instances,
failed to facilitate easy understanding of the
corporate insolvency regulatory framework.

However, the more important concern in
relation to reviewing and reforming the
corporate insolvency regime for Malaysia
is creating a corporate insolvency regime
that is both facilitative to the winding up pro-
cess and protective of the rights of credi-
tors and stakeholders of the company by
providing, a mechanism to enforce these
rights without undue delay and difficulty.
For example, this over-dependency on the

bankruptcy laws may be resolved by incor-
porating into the company legislation pro-
visions on corporate winding up and remov-
ing any cross references to the provisions
of the Bankruptcy Act 1967 that are
incompatible with corporate insolvency.

It should be pointed out that with or with-
out an Omnibus Insolvency Act, further
improvements can and should be made to
reduce any confusion that may exist in re-
spect to our existing corporate insolvency
regime. This can be done by refining and
streamlining existing provisions in respect
to corporate insolvency as is currently pro-
vided for in the Companies Act 1965.

Refining the provisions in respect to
corporate liquidation

There are several improvements in terms
of substantive and procedural changes that
may and should be made to the current
company liquidation framework in Malay-
sia. This is in line with the objective of the
CLRC to facilitate and provide simplified and
yet effective procedures in every aspect of
the company including the procedures for
the proper closure of a company that may
not be able to continue its business.

Some of the issues that have been con-
sidered in relation to liquidation in other
jurisdictions relate to the following:

� The commencement and termination of
winding up

Currently, in Malaysia in the case of com-
pulsory winding up of a registered company,
commencement of winding up, is not on the
date the order is made but is instead deemed
to have occurred from the date the petition
for winding up is presented to the court.

Several jurisdictions have actually de-
parted from this approach and have pro-
vided, that commencement of winding up
in the case of compulsory winding up oc-
curs either from:

(i) the date the order for winding up is
made as in the case of Australia; or

(ii) the date the liquidator is appointed as
in the case of New Zealand.

Another area of concern relates to the
authority to apply to terminate the wind-
ing up process. Currently, there is no pro-
vision empowering the court to discharge
a winding up order that has been made.
However, the Companies Act 1965 does

empower the court to order a stay of wind-
ing up. Case law has held that the stay or-
der can also be of permanent effect.

Australia and New Zealand have actually
provided, by way of legislation, that its
court can make an order terminating the
winding up of a company.

� The powers and duties of  liquidator and
an interim liquidator

Some jurisdictions like Australia and UK
have codified the duties and powers of liq-
uidators and interim liquidators.

� The appointment and qualification of liquidator
Several jurisdictions have revised the quali-
fications of liquidators specifically and cor-
porate insolvency practitioners in general.

� The rights of secured creditors and
mutual credits and set-off
Currently in Malaysia, this issue is dealt
with by case law development. However,
several jurisdictions like New Zealand and
Australia have codified the rights of secured
creditors and mutual credits and set-off.

� Setting aside void and voidable transaction
 As noted earlier, one of the general objec-
tives of corporate insolvency is the avoid-
ance of transfer and transactions which
unfairly prejudice the general body of
creditors. It is important that adequate
powers are given statutorily to recover as-
sets of the company transferred in dubi-
ous circumstances. Several provisions of
the Companies Act 1965 need to be con-
sidered for example Sections 223, 224 and
293 of the Companies Act 1965.

Conclusion
As the liquidation process remains an

integral part of the corporate insolvency law,
there should also be a move towards enact-
ing a comprehensive framework on rescue
mechanisms to help rehabilitate ailing com-
panies that have the potential to be revived
and make profits. The CLRC will constantly
monitor the progress in other jurisdictions
to ensure that its recommendations, if any,
will be on par and in conformity with the
international standards without compromis-
ing the values and needs of companies and
investors. In this respect, the review of the
existing corporate insolvency regime is a
gargantuan task as it requires the need to
balance numerous interests which at times
may be in conflict with each other.

Reforming the Corporate Insolvency Regime
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Schedular Tax Deductions
IS THE IRB DEDUCTING TO MUCH?

by Kenneth Yong

In Malaysia, tax collection from em-
ployees is centred around the
Schedular Tax Deduction (STD)
scheme, which was first introduced

in 1995 through Income Tax (Deduction
From Remuneration) Rules 1994. Since its
first incarnation, the STD table has seen
various updates, each amendment incorpo-
rating changes to tax rates and tax reliefs
announced during Budget revisions.

More commonly known as Pay-As-You-
Earn or PAYE, the STD scheme requires
no further introduction as many employ-
ees would only be too familiar with the line-
item that slashes a noticeable chunk out
of their monthly salary slips.

The STD scheme shifts the responsibil-
ity of tax collection from the Inland Rev-
enue Board (IRB) to the employers who
are now charged with the duty to deduct
monthly taxes from employees, and to re-
mit this to IRB by the 10th of the following
month. The amount to be deducted is de-
termined by comparing the salary (after
EPF) of the employee against prescribed
deductions in the STD table.

Objective of research
This short research article explores

whether the 2004 STD table prescribes too
little or too much deductions to tax resident
single persons (STD category 1B) earning

only a single source of employment income.
As the deduction tables remained the same
in 2005, the 2004 STD table is equally appli-
cable to 2005 STD. The only change for 2005
is the higher annual EFP relief — RM6,000
(2005) versus RM5,000 (2004).

The findings of the research (which apply
equally to 2004 and 2005 deductions) are:

insufficiency of tax deductions (i.e. “tax
shortfall”) for monthly net salaries be-
low RM10,001;
the presence of the “RM10,000 kink”
in the STD table; and
special cases where bonus is subject to
very large STD deductions — the “Su-
per-STD problem”.

STD table
As in previous versions of the STD table,

the 2004 table is arranged such that rows
contain the net salary range, and columns
represent the category of tax payer (e.g.
“single person”, “married with working
spouse and one child”, “married with non-
working spouse and two children” etc.). At
the intersection of a row and a column, the
value represents the required tax deduc-
tion for the corresponding net salary and
category of taxpayer.

Research method
In order to accurately examine the ad-

equacy of the STD, a computer model was
constructed to calculate the actual tax pay-
able — and to compare this with the STD -
for the entire salary range covered by the
STD table for single persons (category 1B).
The actual tax payable (as determined by
the computer model) was compared to the

1

2

3
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RM6,000 per year) for Y/A 2005.
The category of taxpayers examined was

“single person” (STD category 1B) who
are tax resident persons earning only one
source of employment income and no other
income. The only tax relief assumed to be
claimed was personal relief of RM8,000 and
EPF relief subject to a maximum of
RM5,000 per year or RM416 per month for
Y/A 2004, and RM6,000 per year or RM500
per month for Y/A 2005.
Finding (1): The “tax shortfall” problem

Table 1 displays certain salary figures
(net of EPF of up to RM500 or RM416 per
month), the corresponding actual tax (as
per computer model) and tax that would
have been deducted following the STD
table. Figure 1 depicts the same informa-
tion in graphical form.

A quick examination of Figure 1 presents
some startling observations. From Figure 1,
it is apparent that the amount of STD is not
adequate to cover the actual tax payable for
net salary from RM2,351 up to RM10,000.
Surprisingly, tax shortfall (i.e. the amount
that the employee would have to top up when
filing their Form B in the following year) in-
creases at higher net salaries.

With an overview of the graph, we now
examine Table 1 more closely. A taxpayer
earning RM2,501 monthly (net of EPF of
up to RM500 or RM416 and with only per-
sonal relief of RM8,000 claimed), would
have to top up RM265 of additional taxes
when an assessment is raised (representing
a sizeable 10.6 per cent of his monthly net
salary). By contrast, a taxpayer earning
RM9,501 monthly (net of EPF of up to
RM500 or RM416 and with only personal
relief of RM8,000 claimed), would have to
top up RM3,222 of additional taxes when an
assessment is raised (representing a huge
33.9 per cent of his monthly net salary!).

As an employee’s salary increases from
RM2,301 to RM10,000, he needs to top up
more and more when the tax assessment
is raised.
Finding (2): The presence of the
“RM10,000 kink”

At net salary of RM10,001 and above, the
tax shortfall disappears or becomes negli-
gible. The difference gap closes mysteriously
and there is a sharp kink in the olive line in
Figure 1 as STD plays catch-up with actual
tax payable (green line). This can also be

Table 1   Analysis of Actual Tax Payable Versus STD, and the “Tax Shortfall”

Monthly Salary STD per month  STD per year  Actual tax per year Tax over/(under)
[net of EPF up to deducted
RM500 (2005) or [“Tax shortfall”]
 RM416 (2004)]

2,501 — — 265.80 (265.80)
3,501 74.00 888.00 1,105.80 (217.80)
4,501 197.00 2,364.00 2,956.56 (592.56)
5,501 333.00 3,996.00 4,997.28 (1,001.28)
6,501 485.00 5,820.00 7,277.88 (1,457.88)
7,501 677.00 8,124.00 10,157.88 (2,033.88)
8,501 869.00 10,428.00 13,037.88 (2,609.88)
9,501 1,073.00 12,876.00 16,098.24 (3,222.24)

10,000 1,170.00 14,040.00 17,715.00 (3,675.00)
10,001 1,477.00 17,724.00 17,718.24 5.76
10,501 1,612.00 19,344.00 19,338.24 5.76
11,501 1,882.00 22,584.00 22,578.24 5.76
12,501 2,152.00 25,824.00 25,818.24 5.76
13,501 2,422.00 29,064.00 29,058.24 5.76
14,501 2,692.00 32,304.00 32,298.24 5.76
15,501 2,962.00 35,544.00 35,538.24 5.76
16,501 3,232.00 38,784.00 38,778.24 5.76
17,501 3,502.00 42,024.00 42,018.24 5.76
18,501 3,772.00 45,264.00 45,258.24 5.76
19,501 4,042.00 48,504.00 48,498.24 5.76
20,501 4,312.00 51,744.00 51,738.24 5.76

Source: STD figures obtained from IRB website at www.hasilnet.org.my. Other figures are based on results of
computer simulations performed by the author

Figure 1   Monthly Salary [net of EPF up to RM500 (2005) or RM416 (2004)]
              versus actual tax per year and STD per year

corresponding tax deduction prescribed by
the STD table to identify the shortfall or tax
overpaid (if any). The results of the com-
puter-modelled actual tax and the corre-
sponding STD deductions were also plotted
on a graph to identify patterns.

The monthly net salary analysed by the
computer model was from RM2,351 to

RM20,951. (Net salaries below RM2,351
are not subject to STD; hence, they are not
included in the study). The salary figure
examined is the net salary, i.e. salary net
of EPF of up to a maximum of RM416 per
month (equivalent to the maximum deduc-
tion of RM5,000 per year). This relief has
been increased to RM500 per month (or
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observed in Table 1 where monthly net sal-
ary increases by only RM1 from RM10,000
to RM10,001 but the monthly STD figure
jumps abruptly from RM1,170 to RM1,477
respectively (the yearly STD equivalents in-
crease from RM14,040 to RM17,724).
Throughout this article, this phenomenon is
referred to as the “RM10,000 kink”.

For some strange reason, the IRB seems
to have got their calculations right for the
high-earners exceeding RM10,000. For
these taxpayers, the tax deducted through
STD will adequately cover their actual
taxes. That’s why at Point B in Figure 1
(representing an employee earning in ex-
cess of RM10,000 monthly), the green and
olive lines suddenly converge after the kink
(actual tax closely approximates STD).

Deeper analysis
What would happen if an employee sud-

denly switches from “earning less than
RM10,000” to “earning more  than
RM10,000” (i.e. when an employee crosses
the “RM10,000 kink”)? This can occur in
two situations: firstly, when the employee
gets an increment during the year; and sec-
ondly, when the employee receives a bo-
nus during the year.

Increment
Where an employee receives an incre-

ment that brings him to the right of the
kink (“exceeding RM10,000” category),
then his STD will be sufficient for the
months his pay rise takes effect. However,
there will still be a “tax shortfall” for all
prior months before the increment.
Finding (3): The “Super-STD
problem” in deductions from bonus

Bonus is also subject to STD, and the
quantum to deduct is determined using the
“bonus formula” indicated in the STD
booklet issued by the IRB. Essentially, the
bonus formula treats the bonus as if it was
an increment given since January of the
calendar year. Tax is then computed as if
the increment had taken effect from Janu-
ary, and STD on the bonus is the incremen-
tal STD between the original salary and the
“bonus-adjusted” salary for the entire year.

If the bonus is sufficient to induce the
crossing of the kink — (a switch from
“earning less than RM10,000” to “earning
more than RM10,000”) — a new problem

Schedular Tax Deductions: Is the IRB Deducting to Much?

emerges. Using the STD table and the bo-
nus formula, the prescribed STD for bo-
nus will be extremely large relative to the
bonus, and the net take-home bonus is a
mere fraction of the gross bonus.

To illustrate this problem, consider the
following example.

Mr. X earns net salary of RM9,501 per
month (after deducting EPF of RM500 or
RM416 per month). Using the STD table,
his STD should be RM1,073 per month or
RM12,876 per year). If he receives a bo-
nus of RM12,000, the bonus formula will
require RM6,468 to be deducted from his
bonus. Therefore, his STD on bonus rep-
resents a whopping 53.9 per cent of his bo-
nus (RM6,468 / RM12,000). Repeat: tax de-
ductions represent 53.9 per cent of his bo-
nus. This seems absurd as the maximum
tax bracket in Malaysia is only 28 per cent!
Hence, the author has coined the term “Su-
per-STD problem”.

However, the “Super-STD problem” can
be fully explained within the ‘framework’
of the “RM10,000 kink”.

Graphical solution
At net salary of RM9,501, Mr. X is at Point

A of Figure 1 and his STD still suffers from
the “tax shortfall” problem identified earlier.
This means too little tax has been deducted
through his monthly STD. However, when
he receives his bonus, Mr. X has now earned
a “bonus-adjusted” monthly salar y of
RM10,501 [RM9,501 + (RM12,000 /12)].

In graphical terms, Mr. X has crossed the
“RM10,000 kink” over to Point B of Figure 1,
and his STD deductions must now catch-up
with actual tax payable. By travelling up the
kink, he has to top up the difference in taxes
previously under-deducted, resulting in the
exorbitantly high tax rate of 53.9 per cent.

Tax purists may point out the STD book-
let for 2004 stipulates that STD on 2003 bo-
nus which is only paid in 2004 should use
the previous year’s STD table. However, a
quick look at the previous year’s STD table
(STD Amendment 2002) reveals the same
kink when net salaries increase from
RM10,000 to RM10,001. Therefore, the find-
ings of this research can apply for 2005/2004
bonus and 2003 bonus paid in arrears in 2004.

Implications of findings
The presence of “RM10,000 kink” is a

mystery for future research to unravel.
However, its discovery reveals that the

IRB is deducting too little tax from tax resi-
dent employees (STD category 1B) earn-
ing net salar y between RM2,301 to
RM10,000 per month.

This finding should draw mixed reactions
from such taxpayers as they will have the
benefit of additional take-home pay because
of lesser STD, but will encounter a tax short-
fall that requires topping up when the tax
assessment time arrives the following year.

On the other hand, taxpayers earning
monthly net salary in excess of RM10,000 (to
the right of the kink) will find that their STD
adequately covers their tax liability (provided
they derive only one source of employment
income and no other income).

However, this does not take into account
various reliefs which could further reduce
the tax liability of taxpayers (e.g. medical
insurance relief of RM3,000, book relief of
RM500 etc). Factoring these into the analy-
sis suggests that the IRB may actually be
deducting too much from those earning
more than RM10,000 per month.

Employees receiving bonuses that cause
their bonus-adjusted salaries to cross the
“RM10,000 kink” will end up paying exor-
bitant sums of STD on their bonus as they
experience the “Super-STD problem”. The
good news: there would not be any tax
shortfall during assessment time.

Conclusion
The STD scheme will be central to em-

ployees in the era of Self Assessment which
takes effect from 2004. Unless deliberately
intended, the IRB may consider revising
future STD tables to remove the
“RM10,000 kink” and solve both the “tax
shortfall” problem and the “Super-STD
problem” in deductions from bonus.

However, regardless of future revisions
to the STD table, one fact will remain very
much unchanged — all taxes must even-
tually be paid.

Kenneth Yong Voon Ken C.A.(M), A.T.I.I.,
ACCA, CFA, is a partner of Lim, Tay & Co., a
firm of Chartered Accountants in Kuala Lumpur.
The findings and opinions expressed in this ar-
ticle are the result of independent research and
computer modelling performed by the author.
The author welcomes queries on this research,
as well as other queries relating to income taxes,
and can be contacted at kennethyong@yahoo.com
or kennethyong@limtay.com.my.
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21 New Financial Reporting Standards
Planned for 2005
The Malaysian Accounting Standards Board (MASB) will be

approving 21 Financial Reporting Standards throughout 2005.

The standards will be issued in batches from May until November,

and will be effective beginning 1 January 2006.

With effect from 1 January 2005, Malay-
sian accounting standards, formerly called
‘MASB Standards’, were re-named ‘Finan-
cial Reporting Standards’ (FRS). The stan-
dards were also re-numbered to follow the
sequencing of International Financial Re-
porting Standards (IFRS). This nomencla-
ture change was necessary to keep up with
the changes at the International Account-
ing Standards Board (IASB). See Table 1.

In keeping with the policy of conver-
gence, the Malaysian Accounting Stan-
dards Board (MASB) plans to roll out 21
new financial reporting standards (FRSs)
in 2005. The FRSs will be effective for use
beginning 1 January 2006.

Most of the 21 standards to be issued are
revisions to or replacements of standards
already adopted by the MASB. The revisions
mirror improvements carried out by the In-
ternational Accounting Standards Board
(IASB). Only five out of the 21 are new stan-
dards. Nevertheless, users and preparers of
financial statements are advised to familiarise
themselves with all of the new standards
ahead of their effective date.

The issuance of 21 new standards in a
single year is unprecedented. However, the
decision to issue such a large number
within a seemingly short period is neces-
sary to improve the credibility of financial
statements issued by Malaysian entities,
and to maintain parity with countries that
have adopted the International Financial
Reporting Standards (IFRS).

More than 90 countries have endorsed
or indicated that they will use IFRSs as
their national standards. Of these, over 70
countries have required the use of IFRSs
for companies operating in the respective
countries while around 20 countries have
permitted companies to apply IFRSs. In
these countries, the standards have been
in effect since 1 January 2005.

In Malaysia, the MASB has a policy that
the standards it issues must undergo a due
process. A standard issued by the IASB will
be deliberated on by a working group and
the board members (the Board). Then, it
is issued as an exposure draft. Through-
out the exposure period, affected or inter-
ested parties participate in standard-set-
ting by commenting on the draft. Their
comments are taken into consideration in
producing the final standard. Finally, the

Table 1

New name Title Old name
FRS 1 First-time Adoption of Financial Reporting Standards
FRS 2 Share-based Payment
FRS 3 Business Combinations
FRS 4 Insurance Contracts
FRS 5 Non-Current Assets Held for Sale & Discontinued Operations
FRS 101 Presentation of Financial Statements MASB 1
FRS 102 Inventories MASB 2
FRS 104 Depreciation Accounting MASB 14
FRS 107 Cash Flow Statements MASB 5
FRS 108 Net Profit or Loss for the Period, Fundamental Errors and

   Changes in Accounting Policies MASB 3
FRS 109 Research and Development Costs MASB 4
FRS 110 Events After the Balance Sheet Date MASB 19
FRS 111 Construction Contracts MASB 7
FRS 112 Income Taxes MASB 25
FRS 114 Segment Reporting MASB 22
FRS 116 Property, Plant & Equipment MASB 15
FRS 117 Leases MASB 10
FRS 118 Revenue MASB 9
FRS 119 Employee Benefits MASB 29
FRS 120 Accounting for Government Grants and Disclosure of

   Government Assistance MASB 31
FRS 121 The Effects of Changes in Foreign Exchange Rates MASB 6
FRS 122 Business Combinations MASB 21
FRS 123 Borrowing Costs MASB 27
FRS 124 Related Party Disclosures MASB 8
FRS 125 Accounting for Investments IAS 25
FRS 126 Accounting and Reporting by Retirement Benefit Plans MASB 30
FRS 127 Consolidated Financial Statements and Investments in Subsidiaries MASB 11
FRS 128 Investments in Associates MASB 12
FRS 129 Financial Reporting in Hyperinflationary Economies IAS 29
FRS 130 Disclosures in the Financial Statements of Banks and Similar

   Financial Institutions
FRS 131 Financial Reporting of Interests in Joint Venture MASB 16
FRS 132 Financial Instruments: Disclosure & Presentation MASB 24
FRS 133 Earnings Per Share MASB 13
FRS 134 Interim Financial Reporting MASB 26
FRS 135 Discontinuing Operations MASB 28
FRS 136 Impairment of Assets MASB 23
FRS 137 Provisions, Contingent Liabilities & Contingent Assets MASB 20
FRS 138 Intangible Assets
FRS 139 Financial Instruments: Recognition & Measurement
FRS 140 Investment Property
FRS 141 Agriculture
FRS 201 Property Development Activities MASB 32
FRS 202 General Insurance Business MASB 17
FRS 203 Life Insurance Business MASB 18
FRS 204 Accounting for Aquaculture MAS 5
FRS i-1 Presentation of Financial Statements for Islamic Financial Institutions MASB i-1
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Financial Reporting Standards 2005 2006
Planned for Issuance in 2005 Jan Feb Mar Apr May June July Aug Sept Oct Nov Dec Jan

FRS 101 Presentation of Financial Statements Final
FRS 102 Inventories Final
FRS 108 Net Profit or Loss for the Period, Fundamental Errors and

   Changes in Accounting Policies Final
FRS 110 Events after the Balance Sheet Date Final
FRS 116 Property, Plant and Equipment Final
FRS 121 The Effects of Changes in Foreign Exchange Rates Final
FRS 124 Related Party Disclosures Final
FRS 5 Non-current Assets Held for Sale and Discontinued Operations Final

FRS 3 Business Combinations Final
FRS 136 Impairment of Assets Final
FRS 138 Intangible Assets Final

FRS 140 Investment Property Final

FRS 2 Share-based Payment Final
FRS 132 Financial Instruments: Disclosure and Presentation Final

FRS 1 First-time Adoption of Financial Reporting Standards Final
FRS 117 Leases Final
FRS 127 Consolidated Financial Statements and Investments in Subsidiaries Final
FRS 128 Investments in Associates Final
FRS 131 Financial Reporting of Interests in Joint Venture Final
FRS 133 Earnings per Share Final

FRS 139 Financial Instruments: Recognition and Measurement Final

E
ffective date 1 January 2006

Accounting Standards

Table 2

Board approves the standard. This lengthy,
but necessary process explains why the
MASB is implementing IFRSs a year later
than many other countries.

Unless the Board decides to shorten the
due process, such as shortening the expo-
sure period, the issuance and implementa-
tion of an MASB standard would likely be
later than that of the corresponding IFRS.

Table 2 shows the expected finalisation of
the 21 standards. The standards will be sub-
mitted for the Board’s approval in batches.
Issuance of the standards is expected in
November 2005. The actual date of issue will
be announced in major newspapers.

The first eight standards will be finalised
in May 2005. The eight are FRS 101 Pre-
sentation of Financial Statements; FRS 102
Inventories; FRS 108 Net Profit or Loss for
the Period, Fundamental Errors and
Changes in Accounting Policies; FRS 110
Events After the Balance Sheet Date; FRS
116 Property, Plant and Equipment; FRS
121 The Effects of Changes in Foreign Ex-
change Rates; FRS 124 Related Party Dis-
closures; and FRS 5 Non-current Assets Held
for Sale and Discontinued Operations.

In July 2005, the Board is expected to
finalise three standards: FRS 3 Business
Combinations, FRS 136 Impairment of As-
sets, FRS 138 Intangible Assets, and FRS 140
Investment Proper ty is expected to be
finalised in August 2005.

In September 2005, two standards are ex-
pected to be finalised: FRS 2 Share-based
Payments and FRS 132 Financial Instru-
ments: Disclosure and Presentation.

October 2005 is expected to see the
finalisation of six standards: FRS 1 First-time
Adoption of Financial Reporting Standards,
FRS 117 Leases, FRS 127 Consolidated
Financial Statements and Investments in
Subsidiaries, FRS 128 Investment in Associates,
FRS 131 Financial Reporting of Interests in
Joint Venture and FRS 133 Earnings Per Share.

Finally, FRS 139 Financial Instruments:
Recognition and Measurement is expected
to be finalised in November 2005.

Readers may have noticed that there is
a time lag between approval and actual is-
suance of the standards. Customarily, ap-
proval and issuance are concurrent. How-
ever, for the 21 standards at hand, issuance
is postponed until all 21 standards are ap-
proved. This is because the standards ap-
proved later may result in consequential
amendments to standards approved earlier.

It would be cumbersome for the MASB
and confusing to the public — to print a
standard upon finalisation, and then revise
shortly afterward should a later standard
raise consequential amendments. Printed
copies will only be issued once all of the
21 standards have been approved. Any con-
sequential amendments will be incorpo-
rated into the printed copies.

However, as and when an individual stan-
dard is approved, it will be posted on-line
at www.masb.org.my for public viewing.
Viewers are requested to bear in mind that
the standards on-line may be subject to
consequential amendments at a later date.

In addition, the MASB is studying — with
the expectation of adopting — 11 of IASB’s 16
Interpretations.  An Interpretation is a pro-
nouncement that provides guidance on how
to apply a Standard or Standards to a particu-
lar issue. The public is forewarned that under
the Financial Reporting Act 1997 (amended
2005), an Interpretation has the enforceabil-
ity of a Standard. Technically, compliance with
FRSs means compliance with both approved
Standards and Interpretations.

For more information, please contact:
Dr. Nordin Mohd Zain

Executive Director
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: nordin@masb.org.my
Disclaimer: The views expressed in this article
represent the views of the staff of the Malaysian
Accounting Standards Board. They do not, in any
way, represent the official views of the Malaysian
Accounting Standards Board.This article is in-
tended for general education purposes only. The
Malaysian Accounting Standards Board will not
be held liable for any loss incurred due to reli-
ance on the information contained herein.

AT
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* Terms and conditions.
� Whilst every endeavour is made to publish suitable member firms’ or mem-

bers’ advertisement in this special notice column on the requested month,
it cannot be guaranteed.

� This advertising space is reserved for MIA member firms and MIA members.
To be eligible to advertise in this special section, member firms or members
must indicate their firm’s or membership number. If the advertisement sub-
mission is incomplete or does not meet the submission requirements, the ad-
vertisement will be deemed invalid and excluded from the special column.

� The special advertisement assessment task force reserves the right to re-
view, to hold over, to reject or to edit any advertisement(s) without prior
notice to the advertiser and to publish the said advertisement(s).

� The Institute and the magazine shall not be responsible or liable for any
claims, loss or damage whatsoever, resulting from or in connection with
this advertisement.

� With immediate effect, these new terms and conditions supersede the ear-
lier advertisement notice.

� The deadline for submission of notices or advertisements are on the 15th of
each month.

This space could be yours for RM200.00*
MIA members and the Institute’s member firms may use this
column to place general notices such as:

� Moving (Change of Address) � Change of Firm’s Name or
Logo � Recruitment � Seeking Strategic Alliance OR Seeking
Assistance Among Member Firms � Transfer of Technology/
Expertise/Know-How � General Announcements � Locating
MIA Member(s)/Member Firms.

To place your notice or advertisment, please contact Hani of
the Development and Promotion Department at +603-2279 9200
(ext. 324 or 146) or Fax: +603-2274 1783

* TERMS AND CONDITIONS APPLY

SPECIAL NOTICE

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

(AF: 1565)

Chartered Accountants

Parker Randall Malaysia, an independent member firm of Parker
Randall International, is seeking the following:

� PURCHASE — To purchase any practices within the industry.

� AFFILIATION — To seek affiliation with like-minded firms sharing
the global vision of growth within Malaysia & the Asia Pacific region.

� RECRUITMENT — New talent for all job positions to scale new
heights with Parker Randall Malaysia in embarking on career op-
portunities.

Interested, please email: parkerrandall@raymond-liew.com or contact
Tel: 603-7665 1738 Fax: 603-7665 1739 www.raymond-liew.com

Start a New Business and Realise Your Dreams!

     RM1,950 (all-in costs)*

• New ready-to-trade shelf companies
• Free domain name
• Free 550Mb Webmail and Web Hosting**
• 100+ English, Malay and Chinese names

iPower Company Formation Sdn Bhd (660752-H)

Tel: 03 6156 4680   Fax: 03 6156 0680
e-mail: carol@ipowerformation.com   website: www.powerweb.com.my**

* Same package applies for new incorporation with name of your choice.
Company secretarial practices enjoy reseller discounts.

CREDIT CARDS ACCEPTED

Special Invitation to MIA members
Free Gold Membership

Privileges:
� Get a 15% discount on ALL books storewide, including pro-

motional items.
� Earn a 5% bonus on ALL your Invited Friends’ book pur-

chases. Bonuses have no expiry dates and can be used to
buy any item storewide.

� Get FREE delivery for purchases over RM100 in West Ma-
laysia.

Join To Star t Saving Now! Click on Join Us Now @
www.yellowrivers.com. Offer ends 31 August 2005!

MIA Toastmasters Club
After almost two years in existence, the Club still gets this stan-
dard enquiry now and then, “What happens during a Toastmas-
ters meeting?” For the benefit of so many other MIA members
out there, here is a brief run-down of what happened in a meeting
on 7 April 2005.

The meeting started with the Sergeant at Arms, Advance
Toastmaster Silver (ATM-S) and Competent Leader (CL) Kimmie
Goh calling the meeting to order before handing over the session
to the President, Competent Toastmaster (CTM) Johnny Yong to
give a welcome address. At the same time he allowed each person
in the room to introduce themselves to break the ice. With the
conclusion of the rounds of introduction, the President of the Club
proceeded to acknowledge the presence of the Immediate Past
President (IPP) Advance Toastmaster Bronze (ATM-B) and
Competent Leader (CL) Raymond Liew and thanked him for tak-
ing up the role of general evaluator for the evening. As a general
evaluator, his role was to evaluate the quality of the meeting so that
everyone, in the process, can learn from each other. In addition,
the Club’s appreciation also went to the Division W Governor ATM-
S Lum Woon Foong. She just ‘oozes’ the Toastmaster spirit every
time the Club sees her in action.

The meeting proper then began. The Vice-President of
Education, CTM Chen Voon Hann started by getting everyone to
recite the Toastmasters’ promise. With the theme of the meeting

being ‘Commitment’, this was indeed a timely reminder to
everyone present of their reasons for joining the Toastmasters
movement.

The meeting then proceeded to the Table Topic session. Our
Table Topic Master CTM Renuka who is also the Vice-President of
Public Relations then announced a topic and members and guests
were encouraged to deliver a two minute speech on it. This session
teaches one to learn to speak off the cuff and it remains one of the
more spontaneous sessions of the Toastmasters meeting.
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AT

Decision of the
Disciplinary Committee
On 2 March 2005 after due inquiry by the
Disciplinary Committee of the Institute,
Hariyanti Dahlan (Membership No. 18881)
was found to have contravened By-Law A-
2.3 of the Institute’s By-Laws (On
Professional Conduct and Ethics) dealing
with Integrity and Objectivity and/or By-
Laws A-8.2 of the Institute’s By-Laws (On
Professional Conduct and Ethics) dealing
with Acts Discreditable to the Profession
and has therefore committed an act
amounting to “unprofessional conduct”
within the meaning as provided under Rule
43 of the Accountants Rules, 1972.

The Disciplinary Committee admon-
ished the said member pursuant to its pow-
ers under Rule 47 of the Accountants Rules,
1972.

The decision of the Disciplinary Commit-
tee took effect on 1 April 2005. AT

Malaysian Approved
Standards on Auditing
The Institute will be issuing printed copies
of the Malaysian Approved Standards on
Auditing (MASA). The printed copies are
expected to be available in August/Septem-
ber 2005 and will include all standards is-
sued up to 31 July 2005.

If you are interested to purchase a copy
of the said MASA, please contact Rekha at
03-2279 9317 or 2279 9200. AT AT

Next came delivering prepared speeches.
There were three Basic speeches from the
Basic manual and two Advanced speeches
from the Advanced communication manuals
presented. Among them was our new mem-
ber Karen Phang delivering her 3rd speech.
Her speech Dare to be happy helped her win
the Best Project Speech Award for the night.
Invited member of the Friendship Toast-
masters Club, Harpiza Hamdi, also
delivered her prepared speech on quality
service.

A 10 minute break to allow everybody
to network followed. After the break, the
general evaluator ATM-B, CL Raymond
Liew took over. CTM Stanley Wong started
by giving his evaluation on the various
speakers of the Table Topic session. As
Club mentor ATM-S Dominic Joseph used
to say “Evaluation is the breakfast of cham-
pions”. All evaluations on the speeches of
the evening were very well received.

With the end of the evaluation session,
members reported on how the meeting
fared. The grammarian reported on the use
of language and commended the speakers
on their use of the word of the day which
was “intuition or intuitive”. The ‘Ah’
counter reported remarkably few uses of
‘Ah’ while the timer reminded speakers to
speak within their allotted time frame.

The highlight of the evening was the award
presentation to the best speaker and best
evaluator. The best Table Topic speaker
award went to a first time guest, Kok Yul
Shin. The best speaker was Karen Phang and
best evaluator none other than Division
Governor ATM-S Lum Woon Foong. After
the award presentation session, the Club
obtained feedback from guests so future
meetings could be improved.

MIA’s Toastmasters Club meets every
1st and 3rd Thursday of the month from 7
p.m. onwards. The meeting dates for the
next two months are: 2 June, 16 June, 7 July
and 21 July. Door fees are RM5 for guests.

For more details on our up-coming meet-
ings, please contact our secretariat staff at
the Institute, Tarana and Shuhairah at 03-
2279 9200, Ext 226 and 323 respectively.
Alternatively, you could also call our Vice-
President of Membership, Ko Siok Peng
at 03-4021 5423 or e-mail her at kspkoko@
yahoo.com. The venue for our meetings is
the MIA Resource Centre, 16-18 Jalan Tun

Sambanthan 3, Brickfields 50470 Kuala
Lumpur (near YMCA, KL).

Members of the Institute are also re-
minded that activities of the MIA Toastmas-
ters Club are accredited for CPE purposes.
So, apart from attending seminars and
workshops, being a member of the MIA
Toastmasters Club and doing your
prepared speech here at the Institute (or
even at other clubs) will help you
accumulate the necessar y hours for
compliance with the Institute’s By-Law on
CPE. The membership fee is only RM90
for six months with a one-off entrance fee
of RM70 per person.

Notice to Members

Membership
Subscription Payment
Payment made over the counter or at any
ATMs (Maybank only), must be
accompanied by the transaction slip. This
slip needs to be faxed to the Institute on
the next working day. Failure to meet this
requirement will cause delay in updating
your record. For further enquiries, please
contact the MIA Finance Department at
Tel: 03-2279 9200.

Amendments to the
listing requirements in
relation to Real Estate
Investment Trusts
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 Real Estate Investment Trusts.

The said Amendments have been made
in view of and consequential to the issu-
ance by the Securities Commission (SC)
of the new Guidelines on Real Estate In-
vestment Trusts (REITs Guidelines),
which supersede the SC’s earlier Guide-
lines on Property Trust Funds issued on
13 November 2002. Under the REITs
Guidelines, property trust funds have been
re-branded as Real Estate Investment
Trusts or REITs. Accordingly, ‘property
trust funds’ are now referred to as ‘real es-
tate investment trusts’ under the LR.
Implementation
The said Amendments take effect immediately.
Additional Information
Please take note that the said Amendments
are available for reference on the website of
Bursa Malaysia at www.bursamalaysia.com.
For further information or enquiries on the
above, kindly contact:
Legal Advisory and Corporate Legal Affairs

9th Floor, Bursa Malaysia Berhad
Exchange Square, Bukit Kewangan

50200 Kuala Lumpur
Tel: 03-2034 7000   Fax: 03-2732 0065

Please be guided accordingly.

AT
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T R A V E L  &  L E I S U R E

IN TOUCH WITH THE

Aborigines of
West Malaysia

photos and story by William Thaddaeus

Orang Asli children
enjoying a swim at a
nearby waterfall

A Temuan family from
Serendah, with the father

holding a blowpipe
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Today these forest dwellers num-
ber about one hundred and fifty
thousand and they can be found
all across the Peninsular. They

belong to several tribes — amongst them
are the senoi, negritos, jakuns, temuan and
temiar.

The history of these people go back a
few thousand years and they are believed
to have originally come from
Yunnan in China. Travelling south
through the jungles they finally
came to rest in the Malay Peninsu-
lar because when confronted by the
seas these people did not have the
skill or knowledge to cross this bar-
rier.

Each of the different tribes have
their own dialect and have differing
facial features but their lifestyles are
basically the same. They live off the
land gathering fruits and vegetables
from the forest.

Many of them who live deep in the
jungle practice a form of agriculture
called “shifting cultivation” in which
they never stay more than a year in
one place. Once they select a site
they slash and burn all the vegeta-
tion and wait for about two months
before they start planting rice, tapi-
oca, bananas and other fast growing
vegetables. The land is very fertile
after the burning and when the
harvesting is over after perhaps a
year or so they will move on to find a
new site leaving this site to replenish itself
again.

Most of the Malaysian aborigines always
build their settlements close to a river or
stream for obvious reasons. They are ex-
pert fishermen using spears, fish traps and
even the tuba root to flush out their catch.
The tuba is a poisonous root which when
administered in the water will stun the fish
and they will simply float to the surface.
Besides fish the river provides them with

In Touch with the Aborigines of West Malaysia

another rich protein — frogs. The gather-
ing of frogs, always after a heavy rainstorm,
is normally an activity left to the women
and children because not only do they en-
joy it as a form of entertainment but be-
cause you need to be agile, jumping from
one slippery stone to another on the sides
of the stream or river.

As for the men their hunting technique

involves the use of the blowpipe, a weapon
made from bamboo of about five feet in
length. The blowpipe operates very much
on the same principle of a shotgun. It has
an inner bore and outer bore with a mouth-
piece through which a poisonous dart is
inserted. The poison in this dart is suffi-
cient to kill most small animals living in the
jungle like monkeys, squirrels, birds and
mouse deer. For larger animals such as the
wild boar, deer, anteaters, they use traps

built deep into the ground. For those who
have a shotgun available this is obviously
a better choice.

The orang asli have vast knowledge of
special herbs and fruits that grow in the
jungle, in fact their knowledge of the herbal
medicinal plants growing in our jungle is
currently being thoroughly investigated as
Malaysia wants to lead in the field of bio-
technology.

The most valuable raw material used by
the orang asli is the bamboo. The walls and
flooring of their houses, their blowpipes
and a host of cooking utensils are all made
of bamboo. Fresh drinking water which is
normally located higher up in the hills is
piped down to the village by an interlock-

ing system of bamboo poles. Rattan
is another raw material of great use
to these people and they also sell it
to earn some cash from Chinese
middlemen who come to their vil-
lages to gather their produce.

Today the scenario of the orang
asli lifestyle is undergoing many
changes. Under the guidance of the
Department of Aboriginal Affairs
the government has been
undertaking several measures to
bring progress to these communi-
ties. Firstly, they are being coaxed
to move closer to small towns or vil-
lages so that they can get some ex-
posure to civilised life. Also, during
the communist emergency these
tribal people were coerced by the
communists to provide them with
food. By bringing them closer to
civilisation where they could be
monitored the communist were
denied their food supply. The gov-
ernment has also built community
centres and primary schools in most
settlements as the children are re-

luctant to go to schools located nearby. Un-
fortunately development has also taken a
toll on these precious communities. Dams,
tourist development projects and logging
activities are amongst some of the major
causes affecting their normal livelihood.
Although in some cases handsome com-
pensation has been paid it is sad that they
will lose much of their original culture
much like what has happened to the Native
Americans in America. AT

Spread across West Malaysia deep in the jungles,
both in the highlands and in the lowlands, live
various tribes of orang asli or aborigines.

Close-up of intricately carved poison dart holder



38 ACCOUNTANTS TODAY • June 2005

M O N E Y  T R E E

Plan,
Progress,
Prosper                    by Rajen Devadason

1

2

How much do you crave success?
Do you want it so intensely that you go

to bed dreaming of it and wake up schem-
ing about how you can achieve it?

Most people would have to say no! And
that’s because most of us are sensible and
busy. The trials and tribulations of daily liv-
ing are such that it’s almost impossible to
stay maniacally focused on a single-minded
desire for success.

Furthermore, it’s a good thing that not
everyone idolises the concept of success
to the degree that it consumes his every
waking and sleeping moment. People who
live the happiest, most contented lives of
significant accomplishment do not turn
success into an idol to be bowed down to.

Instead, they find success comes to them
as a by-product of sensible planning that
leads to progress and eventually prosper-
ity.

The super materialistic minority that
idolises success would do well to heed the
words of America’s 30th President, Calvin
Coolidge: “Prosperity is only an instrument
to be used, not a deity to be worshipped.”

Coolidge, US President from 1923 to
1929, was right. I’ve noticed persistently
happy people have learnt the fine art of
striking a healthy balance between physi-
cally living in the here and now and men-
tally living with a strong future orientation
based on sound, flexible, planning.

“Prosperity is only an

instrument to be used, not a

deity to be worshipped.”
Calvin Coolidge, America’s 30th President

Such an approach is effective because it
results in a stable balance between two vi-
tal traits:

Personal leadership that creates vision
and therefore an understanding of what
should be the ultimate long-term des-
tination of a well-lived life; and

Daily management that defines the
short-term practical steps needed to
stay on track of a multi-decade long
planning-defined path toward progress
and prosperity.

The need for maintaining balance be-
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Plan, Progress, Prosper

tween long-term visionary leadership and
short-term pragmatic management is un-
derstood by those who value financial plan-
ning. This isn’t surprising. Consider the
most common definition of financial plan-
ning, from the Certified Financial Planner
Board of Standards: “… the process of
meeting your life goals through the proper
management of your finances.”

Personal leadership involves defining a
vision of what is to be brought into exist-
ence, then setting appropriate goals to ful-
fil that vision.

Daily management, on the other hand,
involves setting short-term, hourly, daily
and weekly tasks that will bring about the
accomplishment of those goals!

Both personal leadership and daily man-
agement are vital, but personal leadership
must come first.

Leadership icon Stephen Covey is famous
for teaching and writing about a person who
is so intent on clambering up the ladder of
success that he doesn’t realise, until it’s too
late, that his ladder is leaning on the wrong
wall! Another smart man named Eugene G.
Grace said pretty much the same thing in a
different way: “Thousands of engineers can
design bridges, calculate strains and
stresses, and draw up specifications for
machines, but the great engineer is the man
who can tell whether the bridge or the
machine should be built at all, where it
should be built, and when.”

To live a full, great life, you need to know
which bridges to build and which ones
NOT to build.

This means it’s vital to hone one’s long
distance ‘vision’; those who do so grow to
comprehend that while setting personal
goals is not easy, it is simpler than correctly
casting vision.

So, if you have not turned that beguil-
ing, amorphous concept of SUCCESS into
an idol, but instead desire to progress per-
sonally and achieve prosperity for your
family, then you must begin charting your

personal course by planning on paper. The
late religious leader Josemaria Escriva
once warned: “If you don’t have a plan for
life, you’ll never have order.” The man
knew what he was talking about; he died
in 1975 after a lifetime of service to human-
ity and was canonised as a Saint by the
Catholic Church in 2002.

Whatever your religious leanings, it is
obvious Escriva was right about planning:
Without order, human life gets very, very
messy.

So, how have you tried to inject order
into the important facets of your life?

I have chosen to attempt to do so in my
persistent, progressive pursuit of prosper-
ity by trying (though not always succeed-
ing!) to exercise delayed gratification, in-
vesting in a manner consistent with intel-
ligent diversification, and aiming to buy
low and sell high.

I urge you to do the same. Most eco-
nomically successful individuals through-
out history have recognised the impor-

tance of delayed gratification in helping
them achieve their goal of great wealth.

English writer Samuel Butler once ob-
served, “All progress is based upon the
universal innate desire on the part of ev-
ery organism to live beyond its income.”
That’s because our wants are infinite and
our means are limited. That’s how we’re
wired!

The recent furore about rising credit
card debt in Malaysia is just one symptom
of this reality. Everyone wants to spend
more than he or she has.

The unsuccessful give in to that desire
and fail financially. The successful rein in
that natural tendency in the short and me-
dium-term to be able to enjoy abundance
in the long-term. American writer James
Carroll correctly noted: “The whole story
of human and personal progress is an un-
mitigated tale of denials today — denials
of rest, denials of repose and comfort and
ease and pleasure — that tomorrow may
be richer.”

So, if you want to make real progress in
your life, you must craft your plans and ex-
ercise both delayed gratification and disci-
pline in working toward your goals and vi-
sion. As another past US President,
Theodore Roosevelt, once said, “Sustained
thrift, industry, application, intelligence,
are the only things that ever do, or ever
will, create prosperity.”

If you never embark upon this journey,
you will live a life of unfulfilled potential
and shipwrecked dreams. But if you do
embark upon this journey, total victory is
not guaranteed. Two possibilities exist.

You will fail or succeed.
I hope you succeed beyond your wildest

imaginings. But, interestingly, even if you
fail to achieve everything you set out to

“Thousands of engineers can design bridges, calculate strains and

stresses, and draw up specifications for machines, but the great

engineer is the man who can tell whether the bridge or the machine

should be built at all, where it should be built, and when.”
Eugene G. Grace

“All progress is based upon the

universal innate desire on the

part of every organism to live

beyond its income.”
Samuel Butler, English writer
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accomplish, the process of personal plan-
ning will create a path that enhances the
quality of your life. Also, the intermediate
successes you’ll enjoy along the way will
raise your sense of self-worth.

Even though my focus here is to urge
you on your personal financial planning-
fuelled journey toward significance, this
lesson is also applicable to large groups.

If enough of us embark upon our own
personal journeys toward high accomplish-
ment, our world will become a better place
simply because we lived here and dreamed
here and toiled here and accomplished
here!

So, even though financial planning, in-
vesting and economics are often linked to

Plan, Progress, Prosper

“The whole story of human and personal progress is an unmitigated

tale of denials today — denials of rest, denials of repose and com-

fort and ease and pleasure — that tomorrow may be richer.”
James Carroll, American writer

each other, note that sound financial plan-
ning and healthy investing are not zero-
sum, scarcity-driven games. If everybody
in the world were to follow the dictates of
sound financial planning and were to invest
wisely, the total wealth of the world would
rise, not fall or just stay the same.

In contrast, economics, in the traditional
sense, at least, is akin (but not equivalent)
to a zero-sum game. Conventional econom-
ics makes it clear that its underpinning
assumptions focus on scarcity. One stan-
dard textbook definition of economics is
‘the study of how people choose to allocate
scarce resources to satisfy their unlimited
wants’; another is ‘the science of choice
under scarcity’.

Yet, the tremendous advances of the 20th

and 21st centuries have repeatedly shown
us that an abundance mentality is not only
a more optimistic way of looking at the
world, but it is also the more appropriate
way!

For empirical proof, we need look no fur-
ther than the obvious economic power-
houses of China and India, with their su-
perabundance of people, or to your kids’
favourite toy (a Sony PlayStation 2 has been
described as a ‘supercomputer used for
fun’). If you’re interested in exploring this
matter some more then read Chris Ander-
son, editor-in-chief of Wired magazine’s
take on the subject (http://
longtail.typepad.com/the_long_tail/2005/
03/the_tragically_.html).

An older take on that same truth is found
in Anne Rix Miltz observations: “The old
thought that one cannot be rich except at
the expense of his neighbour, must pass
away. True prosperity adds to the richness

of the whole world, such as that of the man
who makes two trees grow where only one
grew before. The parasitical belief in pros-
perity as coming from the sacrifices of oth-
ers has no place in the mind that thinks
through. My benefit is your benefit, your
success is my success, should be the ba-
sis of all our wealth.”

Bottomline: If we selfishly pursue suc-
cess for success’s sake, we will fail to live
full, happy lives. But if we choose to exer-
cise personal leadership and couple it with
daily management of our long-term gener-
ous goals, then both prosperity and suc-
cess will be ours even as we focus on liv-
ing lives of contribution and significance.

I think that’s a great way to live. Would
you care to join me?

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.

“Sustained thrift, industry,

application, intelligence, are the

only things that ever do, or ever

will, create prosperity.”
Theodore Roosevelt, past US President

AT

Don’t focus on shallow
success; instead,
zero-in on sustained
significance
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Firing an employee is more than
unpleasant: It can also be a le-
gally dicey proposition. As a
small-business owner, you want

to make sure you’re on top of the situation
at every step of the way.

Talk to the employees in question to let
them know there are problems — giving
them plenty of time to shape up. Mix nega-
tive comments with positive feedback,
never make it a case of ‘you have two weeks
to shape up or ship out!’

 When the problems persist and you
have no choice but to let them go, make a
point of easing the exit. Offer individuals a
chance to resign with the promise of a good
reference — ask them, “What’s going to
work best for you?” Be prepared to accom-
modate (if possible) requests for exten-
sions so that the person can build up their
portfolio. This often earns you respect and
gratitude, and eradicates any hard feelings.

In some cases, however, when an em-
ployee is offered the chance to resign, they
may become defensive. Sometimes they in-
sist they’ve done a good job and they’re be-
ing treated unfairly. Things may get rough
in such situations as employees may
choose to bring in legal action. If you’re
well within your rights, you’ll find in most
cases their legal advisors will advise them
against litigation.

Unfortunately, sometimes this is not the
case and so you have to be prepared for
the worst.

Small Business More Vulnerable
In the past, small businesses experi-

enced very little litigation because most
employees went after large employers with
deep pockets, but now workers have

B E T T E R  L I F E

A Manager’s Least Favourite Task:

Firing an Employee
by Chris Read How can an employer minimise legal problems when it’s

necessary to fire an employee for unsatisfactory performance?
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become very astute about how to make a
quick buck and small companies are no
longer immune.

While Fortune 500 companies have the
legal and financial resources to defend a
case as it drags through the courts, that’s
not true of small businesses. When small
employers are sued, they’ll ver y often
settle the claim rather than go to the ex-
pense of litigation. They won’t survive a
lawsuit. Small businesses run so close to
their operating costs that the effects would
be devastating.

Lawsuits don’t even have to make it to
court to cost the small business owner a
bundle, as Wayne Munyer can attest. Munyer
is the sole human resource presence at
Ventura-Lesbro, a Long Beach, California, a
transportation company with 90 employees.
“There was no basis for the charge from the
start,” recalls Munyer of the defamation suit
brought against the company by a termi-
nated employee, “but we had to hire an at-
torney and go through all the depositions,
etc. At some point, our attorney contacted
the plaintiff’s attorney, told him he didn’t
have a case, and threatened to seek reim-
bursement for our costs.” The lawsuit was
dropped the day before the hearing. In this
instance, the plaintiff wasn’t particularly as-
tute, and the case never went to trial; never-
theless, says Munyer, “It cost us approxi-
mately $20,000 just to hire an attorney and
go through all the preliminaries.”

So how can you avoid a lawsuit when you
fire an employee? It all starts with smart
hiring.

Upfront Protection
If you’re like most entrepreneurs, you’re

too busy growing your business to pay much
attention to the finer points of federal employ-

ment laws, which are confusing and often
contradictory. You probably know enough
not to advertise for a young man to help load
trucks or an attractive young woman to work
the front office. And you’re almost certainly
aware of the laws forbidding discrimination

on the basis of race, religion, gender, age, or
National origin. But an employee handbook?
Job descriptions? Who has time?

Put It In Writing …
Creating an employee handbook does

not have to be a big deal; keep it short and
sweet. Your handbook should describe the
terms and conditions of employment, in-
cluding working hours, vacation and sick
leave, health, employment and pension
benefits, and disciplinary and termination
procedures, including  circumstances that
warrant instant dismissal.

That outline, no matter how simple, says
experts, is proof that you’ve adopted fair and
uniform policies for all employees, and could
be invaluable in the event of future disputes.
You can get boilerplate handbooks that can
be easily adapted to your particular needs
from a variety of sources, but be sure to have
a labour attorney check out the finished prod-
uct to make sure you’ve covered all the bases.
Then have each employee sign to acknowl-
edge receipt of his or her copy … but be care-
ful what you promise.

Unless there’s a written contract stating
otherwise, such as a union contract, all
employment is ‘at will’, which means either
the employer or the employee can termi-
nate it at any time. That sounds simple, but
it’s not. Ignore State or Federal laws
against illegal firing and you’re asking for
trouble. Moreover, an at-will rule can be

invalidated by a seemingly well-intentioned
remark, warn legal experts. At-will is only
a presumption, not an ironclad rule. It’s not
at-will if the employer makes promises.

Promises don’t have to be in writing, and
even remarks made without witnesses may

assume legal status. Employers make prom-
ises in an effort to hire someone or keep
them happy once they’re hired. They may
tell an employee, “I like what you’re doing;
you’ll always have a job here”. Then some-
thing happens, they break that promise, and
they get hit with a breach-of-contract suit.

Legal practitioners recommend that small-
business owners protect themselves against
such lawsuits by including in the employee
handbook a written at-will employment policy
that not only defines the policy, but also
warns that written or verbal statements to
the contrary by the company’s officers or
managers are not legally binding.

Job Descriptions
It may sound like a lot of work, but well-

thought-out job descriptions will not only
help you hire the right person, but will pro-
vide a ready frame of reference when it’s
time to do performance reviews — and
performance reviews can be critical.

Again, it doesn’t have to be a big deal,
but you’ll want to define the basic respon-
sibilities of the job, the secondary duties,
and the experience, skills, and educational
level required to do them.

YOU’RE DOING GREAT, But…
Friend or not, most employers hate to tell

an employee they need to shape up. “It’s
human nature to avoid difficult situations,”
says Judith Geller, of J.B. Geller Consulting,
Inc., in West Dennis, Massachusetts. Geller
recommends that employers conduct per-
formance reviews every six months at least.

“In a large corporation, you have a struc-
ture that guides people, that says, ‘This is
what you do and when you do it’. So you can
go to an employee and tell them, ‘This is what
they tell me I have to do’. But because entre-
preneurs tend to have no structure and strat-
egy — or if they do, it’s all in their head —
they let things go and often don’t confront
an issue until it blows up in their face.”

One way to avoid having to tell an em-

A Manager’s Least Favourite Task: Firing an Employee

“Entrepreneurs have great ideas, but they typically don’t like structure.

That may be great for the entrepreneur, but it’s not so great from an

employment-law angle.”
Judith Geller, President of J.B. Geller Consulting, Inc.

 “It’s a big mistake not to give employees advance notice that there’s

a problem, and that they’ll be fired if they don’t  shape up. They’re

taken by surprise and feel they weren’t given a fair chance to

improve — and juries are sympathetic.”
Fred Steingold, Attorney
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ployee to shape up is to let them know what’s
expected of them right at the start. You can’t
expect people to know what they’re supposed
to do if you don’t tell them, so employers need
to do the initial training and coaching.

Unfortunately, entrepreneurs don’t have
a lot of time. They relinquish the training
and then the employee bombs. Without
regular reviews, it’s impossible for small-
business owners to prove they’ve been con-
sistent in handling a problem.

Employee reviews should be based on
subjective expectations and include anec-
dotal examples whenever possible. They
don’t have to be formal, and they don’t have
to be merely a recital of problems; this is
also the time to tell someone how well
they’re doing. Busy owners should keep a
short note of what was said to an employee
and when. In the event a fired employee
goes to court with a complaint, one can
show that you treated the employee fairly.

If performance doesn’t improve, you can
change the job, accept the lower perfor-
mance, or release the employee.

This Just Isn’t Working Out …
“Most terminations involve performance

and revolve around two criteria: technical
skills and behavioural attributes,” says HR
Alternatives’ Barquer. “Most people aren’t
terminated for lack of skills, because many
employers can provide technical training.
But when you terminate someone because
of their inability to get along with others,
you have to be prudent — because there’s
a very good likelihood you’ll have to ex-
plain it to a third party.”

“If the owner’s attitude is, ‘Hey, I’m the boss;
I don’t like you and you got to go,’ it’s a recipe
for disaster,” warns Steingold. “Ideally,” he
suggests, “Tell the employee you’d like to
work things out in a civilised way. Try to
negotiate so the person isn’t abruptly told that
all income and benefits are going to be
suddenly cut off. If possible, give the employee
a couple of months to find another job, or offer
a severance package, or maybe pay for, say,
medical coverage for a period of time.” In
return, says Steingold, have the employee sign
an agreement saying that he or she has no
claim against the company.

Gearing Up For A Firing
If you’re planning to fire an employee,

take a couple of steps in advance:
 If you’ve never fired anyone before and

are apprehensive about the process, you
may want to arrange a half-hour conference
with a labour attorney to make sure you’ve
covered all the bases

Review the employee handbook to make
sure you’ve taken all the necessary steps with
regard to prior warnings. Prepare any
relevant documents in advance, including a
letter notifying the employee of the termina-
tion and, if appropriate, a letter of resigna-
tion, confirmation of any severance benefits,
and, if those benefits are accepted, a letter to
be signed by the employee releasing you and
your company from any future liability.

Prepare checks for any money due to the
employee: severance pay, salary, vacation
earnings, etc.

The Termination Meeting
Conventional wisdom has it that the

‘best’ time to fire someone is early in the
day so that all parties can presumably then
get on with other, more positive, activities.
Truth is, there’s probably no ideal time to
fire anyone.

You’ll want to keep the termination meet-

A Manager’s Least Favourite Task: Firing an Employee

ing brief: say, 15 minutes or so. If you can,
invite a third party, perhaps the employee’s
manager, as an observer, and try to hold
the meeting in a place where others won’t
be aware of what’s happening. Review the
steps leading to the termination (this is
where those regular performance reviews
come in) and describe any severance ben-
efits the company may be offering. Give
the employee a chance to respond, but
avoid getting into an argument about the
merits of the case. “Very often, an employer
will fire someone, then immediately ask
them to leave the building.”

In some instances that’s called for, but just
the inference of an armed guard escorting
someone out of the building in front of co-
workers and clients could be construed as
unreasonably hard and inhumane.” Employ-
ers need to consider that option carefully,
she says, since courts have consistently
ruled that employers must tie such actions
to a specific business need.

It’s a situation that no small business can
afford to face; that’s why, in the realm of
labour laws and employee relations, an
ounce of protection is worth a pound of
cure. AT
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The Role of the Individual in

Today’s Management Teams
by Genevieve Wordsworth
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Organisations too often
minimise the value of the
individual in favour of creat-
ing a homogenized team.

The fallout can include mediocrity, lack of
motivation, and poor performance.

Is Group-thinking the Lowest
Common Denominator?

You have heard the term ‘group-think’
and I bet you have experienced it as well!
Group-think is when consensus outweighs
innovation. These
are the circum-
stances when people
don’t speak up due
to intimidation, apa-
thy, or a strong de-
sire to be accepted
as a ‘team player’.

The kiss of death in any organisation is
to be viewed as ‘not a team player’. Unfor-
tunately, what happens is that people get
the message pretty quickly that it’s best not
to rock the boat, don’t speak up, and never,
ever disagree with group consensus!

There is a frequently told story about
Walt Disney, who asked his design team
to come up with some fresh new ideas.
They worked all night to prepare for his
7a.m. deadline. When morning came and
they presented their ideas to Walt, he lis-
tened patiently, then went to the wastebas-
ket, dumped out the contents, and tacked
the discarded designs up on the wall. He
wanted to see the ideas they didn’t agree
on, knowing that often, innovation is
screened out in the interest of presenting
what’s safe, reasonable, and acceptable.

I’m betting there was someone on that
Walt Disney team whose ideas went into
the wastebasket more often than the rest!
It’s the lone wolf, the rebel, and the one

The popular notion in today’s business culture asserts there

is no “I” in management teams! This is not so. Stellar teams

are invariably made up of quirky individuals who typically rub

each other raw, but they figure out — with the spiritual help

of a gifted leader — how to be their peculiar selves, and how

to win championships as a team at the same time.

who will willingly play ‘devil’s advocate’
that we need to listen to more often — be-
fore the team heads straight for the path
of least resistance.

Bring Out the Best
In the words of one Ar thur

Schopenhauer, “We forfeit three-fourths of
ourselves to be like other people.”

How many inventions, creative new ideas,
ground-breaking technology, or world-
changing ideas have we lost because some

bright, eager, enthu-
siastic person cov-
ered up their unique-
ness to blend in with
everyone else?

Avoid discourag-
ing the exceptional
talent in your team

by forcing them to hide it under the car-
pet. This is akin to the ‘act like a lady’ men-
tality that we learned as children: “Don’t
let me catch you behaving that way … who
do you think you are? Shape up or you’ll be
sent back down there where you belong!”

Weak teams are usually threatened by
novelty, challenge and controversy,
whereas highly effective teams have the
strength and wisdom to accept each
individual’s significant talent and make the
most of it.

The world’s most successful coaches
learned early on how to spot emerging tal-
ent and channel it into the right position …

� The sprinter who carries the relay ba-
ton home with a great burst of speed.

� The baseball pitcher who tailors the
pitch to exploit each batter’s weakness.

� The agile football quar terback who
dodges and weaves his way to the end
zone.

The Role of the Individual in Today’s Management Teams

“We forfeit three-fourths of

ourselves to be like other

people.”
Arthur Schopenhauer,
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The Ultimate Game Plan
For example if you are an avid follower

of American Basketball … “Is there any-
one who really thinks that Phil Jackson
won six NBA championships with the Chi-
cago Bulls by averaging Michael Jordan’s
talent with that of the rest of the team?”

The challenge in building a better team
and the skill of a great coach is to create
an environment where highly talented in-
dividuals can shine without suppressing
team goals to human ego. Winning teams
always conduct a ‘post-mortem’ of their
mistakes and look for the learning that
goes along with each penalty call.

They also follow these seven rules,
which is just as applicable in today’s man-
agement team successes:

Recognise, respect, and maximise each
other’s significant talents.

Have the courage to hand off the ball.

‘Cover’ or back each other up.

Know how to ‘change the play’ in mid-
game.

Consistently show up for practice.

Know where your talents lie and work
to strengthen them.

Step into the coach’s shoes when it’s
time to teach others.

The dynamic between the individual and
the team can be difficult to manage. As it’s
not clear-cut, it may generate conflict, and
it’s certainly not the safe, easy, predictable
path to follow. Yet there’s no significance
in safety, as Theodore Roosevelt advised
when he uttered these famous words:

“Far better it is to dare mighty things,
even though chequered by failure, than to
take rank with those who neither enjoy
much or suffer much, because they live in
the grey twilight that knows not victory nor
defeat.”

To ‘dare mighty things’, ask yourself the
following questions then take action to
implement the discoveries you make:

� What are your most significant talents?

� Which talents are you not using in your
present position? Why is that?

� What will you risk by using those tal-
ents?
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When faced with management, what
should a corporate controller always bear
in mind? In general, emphasis should be
on detailed analysis by the controller and
on simplicity in what is presented to man-
agement.

Of course, any controller worth his salt
knows the importance of using a few sound
relationships, rather than deluging top
management with many ratios and trends,
advises The Controller’s Function (The
Work of the Managerial Accountant).

Of course, the authors are quick to re-
mind controllers that they should maintain
a chart book that is exhaustive in its scope,
to better explain to management the back-
ground and reasons for the conditions that
exist in the company.

The Controller’s Function is a complete
operations reference manual for the cor-
porate controller. It covers all major as-
pects of a controller’s job, including stra-
tegic and annual planning, financial re-

B O O K  R E V I E W

The Controller’s Function
The Work of the
Managerial Accountant
Authors: Janice M. Roehl-Anderson,

Steven M. Bragg

Publisher: John Wiley & Sons

Pages: 460

porting, and managing all aspects of the
accounting department. It also covers
peripheral issues like fast close, electronic
data interchange, best practices, software
selection and implementation, and finan-
cial analysis.

The latest revision of the book, accord-
ing to the authors, was written in response
to the growing realisation that the control-
ler is no longer being called on just to pro-
cess accounting transactions and issue fi-
nancial statements.

Instead, the modern controller must ex-
hibit additional mastery of a multitude of
management skills, so that the accounting
department runs in an efficient and effec-
tive manner, offers a detailed analysis of
financial statement results, recommends
improvements, and monitors the activities
of other departments.

For a topic as complex as the functions
of the corporate controllers, this book is
remarkably readable.

Corporate Integrity
A Toolkit for Managing
Beyond Compliance
Authors: Donna Kennedy-Glans,

Bob Schulz

Publisher: John Wiley & Sons

Pages: 320

AT

Integrity is certainly the flavour of the
month in Malaysian corporate circles.
There is even an institute set-up for it.
Hence, there may be wide interest to check
out one of the latest books on the topic,
Corporate Integrity (A Toolkit for Manag-
ing Beyond Compliance).

These days, the failure of ethics in busi-
ness makes front line news. In response,
regulatory agencies are drafting more in-
tegrity rules and most corporate manag-
ers are scrambling to comply, well, in the
West, at least.

Managers are looking to strict compli-
ance with rules and regulations, internal
and external audits, and insurance to re-
duce the impacts of integrity risks to their
corporate bottom line.

Before you hire another auditor to com-
ply with ever increasing rules and regula-
tions, Corporate Integrity authors suggest
what they think about managing integrity
beyond compliance.

The recently released book will give you
the strategic integrity management tools
that not only reduce your bottom-line, but
also contribute to your top-line revenues.

Co-author Donna Kennedy-Glans’s ex-
pertise is drawn from more than 20 years
of experience as a lawyer and business
executive, representing large international
corporations to manage integrity dilemmas
at head office and on the ground. She has
been thrown in to projects in developing
countries such as Indonesia, Pakistan,
Algeria, Colombia and Papua New Guinea.

The book intends to guide corporations
and their key stakeholders in the strategic
leadership and establishment of business
integrity values beyond compliance.

There are plenty of issues. These include
managing relationship challenges with
host governments and local communities,
assaults on corporate reputation by the
media and advocacy groups, corruption,
political risks, and security threats. AT
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Forum on Accountancy
Targeting Educators in Johor
MIA is committed towards raising the profile of
the accountancy profession in the country. One
of the ways this is accomplished is through the
Forum on the Accountancy Profession, which cre-
ates a dynamic environment that enables the
sharing of information about the profession.

Sam Soh (right) moderating the forum … From left: Low
Hui Fern and Tan Chooi Cheng

Our appreciation … Datuk Dr. Abdul Samad
presenting a memento to Ramlan Sariman (left)

The panellists … From L-R: Azmi, Verghese and Tuan Hj. Mohamed Mohsin

Thank you … YB Tuan Haji Zainal Abidin (left)
receiving a memento from Datuk Dr. Abdul Samad

Johor was the fifth destination in the series of
forums organised by the Institute to raise the
profile and to create awareness on matters of con-
cern to the profession. Almost 400 counsellors
from all over Johor attended the event on 17 May
2005 at the Auditorium, Kompleks Penerangan

dan Penyiaran Sul tan
Iskandar.

The event was of ficiated by
the Johor State Executive
Committee (EXCO) Chairman
for Rel igion,  Educat ion,
Higher Education, Human Re-
source, Science, Technology
and Innovation, YB Tuan Haji
Zainal Abidin Haji Osman who
represented the Johor
Menteri Besar, YAB Dato’ Haji
Abdul Ghani Othman. Mean-
while, Ramlan Sariman repre-

sented the Johor State Education Director.
The Institute, in realising its vision as a partner

in nation-building, prompted the organising of
the forum, in collaboration with other profes-
sional accounting bodies such as The Associa-
tion of Chartered Certified Accountants (ACCA),
The Chartered Institute of Management Accoun-
tants (CIMA), CPA Australia and The Malaysian
Inst i tute of  Cer t i f ied Publ ic  Accountants
(MICPA).

“We want to help teachers to be fully informed
about the key issues of the profession and to
disseminate the information to students in

A cross section of the participants during the
Accountancy Forum in Johor
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Insitute News

of the accountancy profession that have occurred
as a result of the globalisation of business and
the increased access to information worldwide.

Later there was a presentation on Routes to
Qualifying as an Accountant in Malaysia by MIA’s
Education Department Manager, Wan Norehan.
A forum then followed which featured five invited
panellists who shared their experience and
expertise in the following areas:

� Role of Accountants in a Company’s Strategic
Planning Process including Tax Agent in Self-
Assessment Environment, by Low Hui Fern, cur-
rently attached to Ernst & Young, Johor Bahru,
an ACCA Affiliate with more than three years
of experience in audit/taxation.

� The Changing Roles of Management Accoun-
tants, by Tan Chooi Cheng, an associate mem-
ber of CIMA and a member of the Malaysian
Institute of Accountants. She holds an MBA
from the University of Portsmouth, UK.

� From Accountant to Netpreneur ,  by Azmi
Ahmad, Executive Director and Co-founder of
SKALI.

� Impor tance of Audit, by Abraham Verghese,
Ernst & Young, Johor Bahru.

� Accountants in the Public Sector, Tuan Haji
Mohamed Mohsin Hj. Hussin, Branch Direc-
tor, Accountant-General’s Department, Johor
Bahru.

This was followed by a question and answer
session and then a reception where counsellors
were able to hold one-on-one conversations with
membership consultants at the exhibition booths.

The next three forums will be held at the
following cities: Penang (25 June), Kota Kinabalu
(9 July) and Kuching (23 July). AT

“Accountants are

well educated and

competent, and the

profession exercises

its  expertise

independently,

governed by ethical

principles, which

recognises

its responsibility

towards the clients

and the public

interest.”
Datuk Dr. Abdul Samad
Haji Alias, MIA President

schools,” said Branch Chairman, Sam Soh during
his welcome remarks. “We believe this forum will
help raise awareness of the profession,” he
added.

Ramlan when delivering his speech said that
the Education Depar tment had suggested
several strategies to increase the students’ level
of awareness. Among them was to devise a
curriculum for primar y school students that
included exposure to various careers or
professions and to identify role models for every
identified career.

“Teachers, parents and society as a whole must
play a bigger role to encourage students to envi-
sion what they want to be when they grow up.
This stimulates curiosity and may empower them
to be more motivated in their studies,” Ramlan
said.

YB Tuan Haji Zainal Abidin said the country
lacked graduates who pursued professional quali-
fications or graduate studies after their first de-
gree.

“A basic degree is not enough in this age of
globalisation. We need to provide incentives to
encourage more young people to pursue gradu-
ate studies during the early part of their lives,”
he added.

During the presentation, the Institute’s Presi-
dent, Datuk Dr. Abdul Samad Haji Alias called
attention to the basic principles of the profession
that were globally recognised. “Accountants are
well educated and competent, and the profession
exercises its exper tise independently, governed
by ethical principles, which recognises its re-
sponsibility towards the clients and the public
interest.”

Datuk Dr. Abdul Samad also highlighted the
common interests and concerns of accountants
in this country and the changes in the structure

Peter Lim, the Chairman of the Institute’s Insolvency
Practice Committee and Shazwan Abdul Shukor
from the MIA Secretariat recently attended the Sev-
enth World Congress organised by INSOL Interna-
tional in Sydney, Australia between 14 March 2005
and 16 March 2005.

The Congress was attended by almost 800 del-
egates from over 30 countries, including accoun-
tants, lawyers, turnaround specialists, academics,

INSOL International
Seventh World Congress

AT

judges and lenders.
The technical sessions of the Congress discussed

the insolvency, restructuring, reorganisation and
corporate rescue practices in jurisdictions such as
Australia, the US, Hong Kong and China.

The Congress also included a few sessions dealing
with the various aspects of the insolvency practice such
as dealing with conflicts and ethical considerations,
managing creditors’ meetings and coping with stress.

The Congress provided an invaluable opportunity
to learn from the wealth of experience of the ex-
perts in the field of insolvency, particularly in cross-
border cases.

“The Congress

provided an invalu-

able opportunity to

learn from the

wealth of experience

of the experts in the

field of insolvency,

particularly in

cross-border cases.”

 “We want to help

teachers to be fully

informed about the

key issues of the

profession and to

disseminate the

information to

students in

schools …”
Sam Soh
Johor Branch Chairman
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MIA Hosts Media Luncheon
for RTM and TV3
The latest developments in the accountancy profes-
sion and all its ramifications in today’s environment
were just some of the issues discussed when the
Institute hosted a media luncheon for the senior of-
ficials of Radio Television Malaysia (RTM) and
Sistem Television Malaysia Berhad (TV3) on 25
April 2005 at the Petaling Jaya Hilton.

Datuk Dr. Abdul Samad Hj. Alias, MIA’s President;
Datuk Nur Jazlan Tan Sri Mohamed, Public Rela-
tions Committee (PRC) Chairman; Abdul Rahim
Abdul Hamid, MIA’s Vice-President; Mohammad
Abdullah, Registrar; Ho Foong Moi, Executive Di-
rector, as well as other Council Members and cor-
porate officers of MIA attended the luncheon to
share views, feedback, concerns, and the future di-
rections of MIA with the media.

The objective of the special luncheon was to fur-
ther enhance their relationship and to plan ways in

which the Institute could work more closely with the
media organisations in the future. The lunch gather-
ing was also part of MIA’s efforts to share with the
local media, updates of the Institute’s programmes
and activities for the coming year.

RTM was represented by its senior management
staff from various departments such as TV News,
Radio News, Media & PR and Current Affairs.

RTM TV News Controller, Jaharah Md Yassin and
the Broadcast Journalist team of Harjit Singh Hullon,
Mohd Yazid Naim, Izzad Zalman, M. Ganesan and
Haida Baba Zain, represented the TV News Division.

From the Radio News Centre were the Radio News
Controller, Vasantha Vivekananda; the Vice-Controller,
Haji Zaharuddin Mohd Pilus; Aeshah Nun, Head
Journalist; Elaine Cheah, Head of the English Desk
and Lokman Muda, Head of Malay Desk. Also present
were Dr. Nawiah Che Lah, Director of Media & PR
and Rohana Kassim, the Current Affairs Controller.

The TV3 team was headed by its Director, News
& Current Affairs, Datuk Kamarulzaman Haji Zainal
who was accompanied by Dato’ Chamil Wariya,
General Manager, News & Current Affairs.

Also present were Shaharuddin Latif, Executive
Editor, News Planning; Mohsin Abdullah, Executive
Editor, News Scheduling; Wee Your Lee, Chief News
Editor; Haji Ridzuan Raflis, Editor, Business Desk;
Azri Atan, Senior Producer, Current Af fairs;
Norzainah Zainal Abidin, Assignment Editor, Busi-
ness Desk; Cik Shelizan Dollah, Producer, Current
Affairs; Nurul Azura Abdul Rahman and Gan Ai
Leng, Executive Broadcast Journalists.

At the luncheon, Datuk Nur Jazlan said, “With
strong alliance with the media, MIA has received a
lot of constructive comments as well as being able
to share useful information with the public, raising
their awareness of the accountancy profession and
helping them to understand the main functions of
the Institute as a regulatory body”.

“MIA looks forward to continuing the close
working relationship with the media. With media
support, accountants are now acknowledged as
trusted professionals in managing the various inter-
ests and financial needs of stakeholders,” he added.

The media representatives described the meet-
ing as “fruitful and beneficial” as the luncheon
allowed for informal networking and discussion
among press attendees and hosts.

The Institute’s President, Datuk Dr. Abdul Samad
said that such meetings would foster closer
partnership between the mass media and the man-
agement of the Institute. Datuk Samad added that
such a partnership was crucial in the Institute’s quest
to march towards the development of a lifelong
learning culture and a knowledge-based society.

In discussion … Datuk Nur Jazlan (2nd from left) sharing a light moment with
Datuk Kamarulzaman (right) TV3 and other guests who attended the luncheon

During the welcome remarks … From L-R: Quek Jin Fong, Shaharuddin (TV3),
Raymond Liew, Mohsin (TV3), Tn. Hj. Ridzuan (TV3), Mohammad Abdullah and
Ho Foong Moi AT
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Entries for NACRA 2005 are now open!

The National Annual Corporate Report Awards or
NACRA 2005 competition was launched on 18 May
2005, with the Organising Committee encouraging
participation from non-listed companies, the public
sector and other Malaysian organisations.

“Like the listed companies, the non-listed compa-
nies should also strive to improve their corporate
governance practices to meet world class standards
in corporate reporting, disclosure and communica-
tions,” said Chairman of the NACRA 2005
Organising Committee, Dr. Andy Woo Cheong Lai.

In the 2004 competition, 70 organisations passed
the NACRA preliminary screening and qualified for
detailed adjudication. Three entries were received
from non-listed organisations.

The NACRA is an annual event jointly organised
by the Malaysian Institute of Accountants (MIA),

the Malaysian Institute of Management (MIM) and
The Malaysian Institute of Certified Public Accoun-
tants (MICPA). Bursa Malaysia is a supporting
organisation for NACRA 2005.

The objective of NACRA is to promote greater
corporate accountability and more effective commu-
nication by organisations to their stakeholders
through the publication of timely, informative, fac-
tual and reader-friendly annual reports.

The theme of NACRA, Towards Excellence, under-
scores the vital role of annual reports in propagat-
ing transparency and higher standards of corporate
accountability.

NACRA comprises five categories of Awards,
namely:

� Overall Excellence Award for Best Annual Report
of the year;

� Industry Excellence Award for Companies Listed
on the Bursa Malaysia Main Board, Second Board
and the MESDAQ Market;

NATIONAL ANNUAL CORPORATE
REPORT AWARDS 2005
Towards Excellence in
Corporate Reporting

“Like the listed

companies, the non-
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Dr. Andy Woo Cheong Lai,
Chairman of the NACRA
2005 Organising
Committee

AT

� Presentation Awards for Best Annual Report in
Bahasa Malaysia and Best Designed Annual Re-
port;

� Environmental Reporting Award; and

� Special Award for Non-Listed Organisations.

All companies listed on Bursa Malaysia automati-
cally qualify for the competition.

Of these, only annual reports that meet the

“… a company will receive strong points by

revealing relevant financial and corporate

information which exceeds the statutory

requirements, especially in highlighting the

performance of the company for the year.”

preliminary screening criteria will qualify for de-
tailed adjudication.

The Adjudication Committee comprises a panel
of 70 members drawn from the securities industries,
accountancy profession, commerce and industry
and academic institutions, who will carry out a thor-
ough assessment of the annual reports based on
established criteria.

Ken Pushpanathan, Chairman of the NACRA 2005
Adjudication Committee shared some key observa-
tions on what makes the winners stand out and what
their formula for excellent corporate reporting was.

He added that a company will receive strong
points by revealing relevant financial and corporate
information which exceeds the statutory require-
ments, especially in highlighting the performance
of the company for the year.

Non-listed organisations, the public sector and
other Malaysian organisations can participate by
filling up the entry form provided by the NACRA
Secretariat. Participation is free.

The closing date for submission of entry forms is
1 August 2005. The winners will be announced in
an Award Presentation Dinner scheduled for 29 No-
vember 2005.

For further information, please contact Lai Wai Lin at
Tel: (603) 2165 4611 or e-mail: nacra2005@mim.edu

At the launching of
NACRA 2005 … (from
left) Dr. Andy Woo, Lam
Kee Soon and Ken
Pushpanathan
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Recognising best practices
in Management Accounting
On 12 May 2005, The Malaysian Institute of Ac-
countants (MIA) and The Chartered Institute of
Management Accountants (CIMA) launched the
2005 National Award for Management Accounting
(NAfMA) and urged public-listed and non-listed
companies, including small and medium enter-
prises to participate in the competition. Yeo Tek
Ling, Chairman of the NAfMA Organising Com-

YB Dato’ Mah Siew Keong (seated 5th from left), Deputy Minister of International
Trade and Industry, with the sponsors and endorsers (seated) and the NAfMA team
(standing).

Razak Dali (far right), General Manager of the Public Affairs Division of Public
Bank, presenting the main sponsorship to Yeo Tek Ling (left), Chairman of the
NAfMA Organising Committee. Looking on are YB Dato’ Mah Siew Keong (2nd
from left), Datuk Dr. Abdul Samad Hj Alias, President of the Malaysian Institute
of Accountants (3rd from left) and Lee Yee Chong, President of CIMA Malaysia
Division (4th from left). AT

mittee, said in his welcome speech, “NAfMA is your
golden opportunity to be benchmarked against the
best in the industry and to take stock of how man-
agement accounting tools and techniques can con-
tribute to the success and profitability of your com-
panies.”

The launch was officiated by YB Dato’ Mah Siew
Keong, Deputy Minister of International Trade and
Industry in Kuala Lumpur.

NAfMA started in 2004 with the dual objectives
of recognising companies with best practices in
management accounting and to encourage the
appl icat ion of  management accounting
techniques and systems for excellent business
performance.

Yeo said that NAfMA 2005 is slightly different
from NAfMA 2004 in that this year the competition
is open to participation from SMEs with an annual
sales turnover not exceeding RM 25 million. He said,
“Where previously we had only two award catego-
ries for public-listed and multinational companies,
there are now three categories for NAfMA 2005,
namely public-listed, non-public listed and non-listed
SMEs. The participating companies will vie for three
awards — Excellence, Best Practice and Practice
Solution.”

The Excellence award is given to the overall win-
ner with outstanding best practices in management
accounting. The Best Practice award is for compa-
nies that have fully implemented management ac-
counting systems that set new standards or
innovations in the workplace. These systems have
been benchmarked and tested, and outcomes have
been carefully measured, evaluated and docu-
mented. The Practice Solution award is for the ap-
plication of the most effective management account-
ing system that has positively impacted a business
either resulting in process improvement, lowered
costs or a successfully addressed problem at the
work place.

In a show of support and commitment towards
the development of management accounting in the
country, Public Bank Berhad presented a cheque
of RM50,000 as the main sponsor of NAfMA. Other
organisations have come for ward to endorse
NAfMA. They are the Accountant-General’s Depart-
ment, the British-Malaysian Chamber of Commerce,
Bursa Malaysia, Federation of Malaysian Manufac-
turers and the Malaysian International Chamber of
Commerce and Industry.

NAfMA is jointly organised by MIA and CIMA
Malaysia Division, with working partners in the
CIMA-UiTM Asian Management Accounting Re-
search Centre and the National Productivity Corpo-
ration.
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PENANG BRANCH

Assisting doctors in
understanding the SAS

David Hor delivering
his presentation at the
Penang Adventist
Hospital

On 31 March 2005, the Sabah Branch committee
led by Chairman, Alexandra Thien made a courtesy
visit to the newly appointed Vice-Chancellor of Uni-
versity Malaysia Sabah (UMS), Prof. Datuk Dr.
Mohd Noh Dalimin.

Various issues regarding the unemployment of
graduates, the MIA Qualifying Examination programme
syllabus and industrial training were discussed.

SABAH BRANCH

Courtesy Visit to UMS

AT

Taxation sub-committee Chairman, David Hor con-
ducted a talk, Tax Solutions and Implications for Doc-
tors on 19 April 2005 at the invitation of the Penang
Adventist Hospital. In his presentation, David cov-
ered many pertinent points inherent in the self-as-
sessment system (SAS). Branch Chairman, Fan Kah
Seong joined in the Q & A session.

Among the issues addressed by David and Kah
Seong were the tendency to claim unreasonable ex-

penses that were private in nature. Doctors were
also told that fees paid for attending courses to ac-
quire new skills was not a tax deductible expense.
With regards to fees paid for attending continuing
professional education courses, the IRB does not
allow the deduction especially for individuals and
the appeal that the IRB review this matter is ongoing.
Participants were also informed that no tax relief
was given for a second family. As to the request for
an indication of the minimum, maximum and
average income of a doctor for ‘completing a book’,
the reply was that such information was confidential.
It was reiterated that taxpayers report their dividend
income so that they were able to claim back the taxes
deducted at the source. AT

SARAWAK BRANCH

RM200,000 Scholarship
Four local institutions of
higher learning handed
over financial aid towards
the MIA Sarawak Branch
Hardship/Merit Scholar-
ships Project. These
scholarships will be
awarded to secondary
school students inter-
ested in pursing a career
in accountancy who had

outstanding academic results or who were in need of
financial assistance. Sarawak Assistant Minister of
Urban Development, YB Datuk Alfred Yap officiating
at the presentation ceremony at the Kuching Office
commended the ef forts of the Sarawak Branch
Chairman and his committee saying that concerted
efforts should be made to encourage more students
to take up accountancy courses so that there were
sufficient, competent, responsible and ethical accoun-
tants to meet the demands of the financial sector in
Malaysia.

(L-R ) YB Datuk Alfred
Yap, David Tiang Kung
Seng (MIA Sarawak
Branch Chairman),
Datu Putit Matzen
(Vice-President SEG
International) and
Jeffrey Goh (IBMS
College)

Tax planning to maximise tax incentives and to avoid
unnecessary penalties are a top priority for every
businessman and practitioner. A total of 172 people
attended the one-day seminar organised by the
Sarawak Branch in Kuching with 56 in Miri, 47 in
Bintulu and 57 in Sibu recently. The seminar was a
welcome change as the articulate speaker, Dr.
Choong Kwai Fatt, kept the audience’s attention with
accounts of his numerous experiences, both profes-
sionally and personally.

Successful Seminar for
Businessmen in Sarawak

AT

(L-R) Lim Boo Hiong (member), Dr. Choong Kwai
Fatt (speaker), Teo Kin Mia (Branch Treasurer) and
David Tiang (Branch Chairman)

AT

Alexandra Thien presenting a token of appreciation to
Prof. Datuk Dr. Mohd Noh Dalimin
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IFAC SMP/SME and
Developing Nations
Consultative Conference
The International Federation of Accountants (IFAC)
organised their first Small and Medium Practices/
Small and Medium Enterprises (SMP/SME) and
Developing Nations Consultative Conference
following the setting up of the IFAC’s Small and
Medium Practices Permanent Task Force (SMPTF)
and the Developing Nations Permanent Task Force
(DNPTF) last year.

The conference was held in Prague, Czech
Republic on 10 & 11 March 2005 and was attended
by Lam Kee Soon, a Council Member of MIA and
the Chairman of the Public Practice Committee and
Tarana G. Ramchand from the Secretariat.

There were approximately 130 participants from
50 countries who attended this conference including
the President and the Chief Executive of IFAC,
Graham Ward and Ian Ball. Most members of the
two important task forces (SMPTF & DNPTF) were
also present. Ken Puspanathan attended this
conference as well representing The Malaysian
Institute of Certified Public Accountants (MICPA)
as he is a member of the DNPTF. The main speakers
for the conference were from the following
organisations/task forces:

� SMPTF

� DNPTF

� International Accounting Standards Board (IASB)

� International Auditing and Assurance Standards
Board (IAASB)

� World Bank

� World Trade Organisation (WTO)

� United Nations Conference on Trade and Devel-
opment (UNCTAD)
Among the issues discussed at the conference was

the need to have a user friendly, understandable and
flexible financial accounting and reporting system
that accommodates the needs of small and medium-
sized enterprises (SMEs) at various stages in their
development in order to enable them to maintain
accounting records and generate meaningful
financial information. Currently, the International
Accounting Standards (IAS) by IASB are more
applicable to larger companies in developed
economies. This is probably due to the fact that there
are insufficient representatives from the SMEs and
SMPs in the international standards setting boards.

Regarding the issue above, the IASB reported that
they were already in the midst of working on a
project to develop accounting standards suitable for AT

“Among the main
issues discussed
during this confer-
ence was the need
to have a user
friendly, understand-
able and flexible
financial accounting
and reporting
system that
accommodates the
needs of small and
medium-sized
enterprises (SMEs)
at various stages in
their development in
order to enable
them to maintain
accounting records
and generate
meaningful financial
information.”

1

2

entities that :
do not have public accountability (i.e. not listed,
not a financial institution, etc.); and
publish general purpose financial statements for
external users.

The term ‘public accountability’ was deliberated
on at great length during the group discussion as
different participants had different views on the defi-
nition of public accountability. IFAC then agreed to
come up with a holistic definition of public account-
ability. It was also decided during the conference
that each jurisdiction would be responsible to define
SMP/SME according to its legal framework and
requirement of the country as it would be impossible
to have a single definition of SMP/SME.

On the issue of auditing standards, Peter Wong (ex-
IFAC member) issued a report in September 2004
entitled “Challenges and Successes in Implementing
International Standards : Achieving Convergence to
IFRSs and ISAs” identifying concerns on the com-
plexity of the current ISAs. If the proposal to form
different accounting standards for SMEs is accept-
able and agreed upon, separate auditing standards
should also be formed to assist SMPs in  auditing
SMEs. During the conference, IAASB did not commit
or mention that they would be forming separate
auditing standards for SMPs. However, they did state
their intention to work closely with the standard set-
ters and monitor the work of SMPTF.

At the end of the conference, IFAC was com-
mended for successfully organising this consulta-
tive conference and most delegates proposed that
more of such conferences should be organised in
the near future for member bodies of IFAC to meet
and discuss issues af fecting the accounting
profession.

Networking … Chairman
of the Public Practice
Committee, Lam Kee
Soon (right) together
with Ian Ball (middle),
Chief Executive of IFAC
and Secretariat staff,
Tarana Ramchand
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The challenges in the accountancy profes-
sion are numerous. Amongst others, is the
possible exemption of small companies with
individual shareholders from mandatory
statutor y audit requirements. With
globalisation and liberalisation at our
nation’s doorstep,  mobile and competitive
business will be the order of the day where
the best services will thrive. A young mobile
workforce with the trend of looking out for
better offers will invariably result in high
staff turnover. These challenges will only
increase in intensity and extensity going
forward.  Are you ready for the challenges?
Would you like to have a choice? Why deny
yourself these choices? Perhaps, via a stra-
tegic alliance or integrated partnership?

During its various road shows the
Institute is swamped with requests from
member firms seeking some form of
guidance and assistance in this area. In re-
sponse to this request the Working Group
on Mergers and Acquisitions prepared
some form of guidance, strictly as refer-
ence points only for our members intend-
ing to form alliances or merges with an-
other firm(s). This guidance is divided into
two models i.e. the business model and the
legal model. Some of the more important
areas in the legal model that should be in
place are explained below in brevity.

Letter of intent
This is an initial letter that should be pre-

pared indicating an interest to form an
alliance or to merge. It should basically invite
the other party to enter into a discussion and
negotiation in order to assess the feasibility
of forming the Joint Partnership.  In essence,
it is a ‘courtship’ letter.

Initial Disclosure Letter
Once the respective parties have indi-

cated a mutual interest for a prospective
affiliation/alliance, matters discussed or
furnished will be summarised in this dis-
closure letter. This is a very preliminary
letter and is prepared to protect the parties
involved.

Initial Confidentiality Letter
To protect parties on matters of confiden-

tiality, parties will strongly be encouraged

Mergers and
Acquisitions

to sign an Initial Confidentiality Letter.  This
letter would legally bind all parties involved
against revealing or disclosing any
confidential matters to any other party
except within permitted limitations. It would
only limit the utilisation of the confidential
matters for the purposes other than the
forming of the alliance or merger.

Alliance Agreement
This agreement is prepared once the

partners of firms realise that clients from
time to time require services in various
areas which are not their core area of prac-
tice. Hence, firms interested to form
alliances should agree to collaborate
among themselves and provide a one-stop
specialised professional accounting
service to clients and simultaneously cre-
ate a cross-referral platform where the par-
ties as members of the alliance can refer
clients to one another to match the
requirements of the client. This agreement
will formalise the process of this alliance.
Strict terms and conditions would be speci-
fied.  In essence, the Alliance Agreement
is a prelude to the Joint Par tnership
Agreement.

Financial Disclosure Letter
This letter would be issued when the fi-

nancial information or financial standing
of each party is discussed in greater de-
tail. The intent of this letter is to protect
the confidentiality of the parties’ financial
information.

Confidentiality Letter
Subsequent to the preparation of the Fi-

nancial Disclosure Letter and subject to the
progress and development of the intended
“relationship”, the interests of the parties
concerned should also be protected
through a more comprehensive and all en-
compassing Confidentiality Letter as this
letter will impose immediately binding
legal obligations to all parties involved.

Statutory Declaration
To capture the essence of the confiden-

tiality and to give further assurance to con-
tracting parties disclosing “critical” infor-
mation, a Statutor y Declaration is
introduced to supplement the contractual
confidentiality relationship.  This
document will be prepared in the event of
other unresolved areas that have not been

discussed or finalised. This would further
reinforce the process of alliance/merger
and there is a formal declaration that all
information provided by all parties is in fact
true and complete. This statutory declara-
tion could be divided into the Financial
Statutory Declaration or the Professional
Liability Statutory Declaration.

Statutory Declarations under the Statu-
tory Declaration Act, 1960 as the name
implies is a statutory relationship, where
a breach will invite criminality.

Co-operation Agreement
This is a more elaborate and lengthy

agreement vis-à-vis the alliance agreement.
It specifies details of the strengths and
weaknesses of each party and the future
plans of the proposed partnership. The
management structure would also be spelt
out with the new board being established.
It also includes other “nitty-gritty”
including the “operationalisation” of the an-
ticipated new partnership “entity” or “cor-
porate body” which is elaborated on to
avoid any complications in the future. For
example, the formation of the Board of
Partners, the appointment of the Chief
Executive Partner, etc.

Joint Partnership Agreement
Once the terms and conditions in the Co-

operation Agreement have been agreed
upon, a full-fledged partnership agreement
is then formulated and “solemnised” by,
perhaps a formal and publicised signing
ceremony. This results in a merger. Essen-
tially, the areas covered in this agreement
are similar to the Co-operation Agreement
which includes financial and managerial
provisions and hence, some may skip the
Co-operation Agreement stage. However,
areas on voting rights, admission of new
partners,  exit plans and retirement plans,
succession plans and other per tinent
issues will be  specified in this agreement.

The Institute recently organised an
evening talk to explain the above in greater
depth and members were given the
opportunity to clarify areas of concern as
well as to network with each other.

Those who were unable to attend the evening
talk and are interested to obtain more
information on the above are requested to con-
tact the Practice Matters Dept. (Johnny Yong/
Tarana G. Ramchand or e-mail to practice@
mia.org,my.

AT
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Announcement
MAAA’s 15th ANNUAL GENERAL MEETING will be held at 10 a.m. on Sat-
urday, 18 June 2005 at the Training Room, MIA Resource Centre, 16-18 Jalan
Tun Sambanthan 3, Brickfields, 50470 Kuala Lumpur. Members are re-
quested to be punctual.
Changes in Particulars
Members are advised to notify the Association in writing (by mail, fax or e-
mail) of any changes in respect to postal and business addresses, contact
numbers, e-mail, etc.
Annual Subscription
Members who have yet to pay for the annual subscription for 2005 are ad-
vised to do so immediately. If you have any enquiries on your annual sub-
scription payment, please contact the MAAA Secretariat at 03-2279 9200.

Incorporation and Aim
The Malaysian Association of Accounting Administra-
tors (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 accoun-
tancy profession. MAAA is a company sponsored by
the Malaysian Institute of Accountants (MIA).

Main Objectives
• To provide a qualification to be known as Account-

ing Technicians/Administrators for persons em-
ployed on duties customarily undertaken by assis-
tants to accountants registered with the MIA.

• To provide an organisation and membership for such
persons who are desirous of acquiring such qualifica-
tion and persons who are granted such qualification.

• To promote in the public interest the technical com-
petence of such persons engaged in positions and
performing the functions of accounting techni-
cians/administrators.

Council Members (2005)
Elected Members
Izhar Abd Kahar  (President);
Koo Yew Fook, Allan  (Vice-President)
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
Lim Thiam Kee; Prof. Dr. Mohamad Ali bin Abdul
Hamid; Mohd Sarif bin Ibrahim

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

Dialogue with CIMA
Director of Education
Report by Aric Low

The Director of Education from the Chartered Insti-
tute of Management Accountants (CIMA), Robert Jelly,
was in the country recently. The CIMA Secretariat in
Petaling Jaya was able to arrange for him to meet two of
our MAAA delegates, Allan Koo (Vice-President) and
Aric Low (Council Member). Sopiah Suid, the CIMA
Divisional Director, was also present at the dialogue.

The dialogue was a follow-up on MAAA’s earlier pro-
posal to CIMA to explore the possibility of offering a
special conversion programme or examination to the
A.Adm members of MAAA who were offered the am-
nesty programme by MIA and subsequently to gain
CIMA membership. Mr. Jelly confirmed that such a
route was not available under the present CIMA edu-
cation/membership policy. CIMA was also unable to
consider other criteria such as age, experience and
positions held that would allow the members on the
amnesty programme to be eligible to sit for the CIMA

 (L to R): Aric Low,
Robert Jelly, Sopiah

Suid & Allan Koo at the
CIMA Secretariat

Courtesy Visit to the
Deputy Finance Minister
On 20 December 20024, the Association paid a courtesy visit to the Deputy Finance
Minister, YB Dato’ Dr. Ng Yen Yen. The delegation comprised the President,
Izhar Abd Kahar, Vice-President, Koo Yew Fook, and Council Members, Kasim
Darus, Mok Kam Seng, Low Han Men and Wong Chee Kheong. The purpose of
the visit was to foster a professional relationship with the Ministry and at the
same time discuss impending and current issues faced by the Association.

In the one-hour meeting, the Council presented to YB Dato’ the memoran-
dum on the amnesty programme and a write-up about the Association and its
proposed examination. YB Dato’ was concerned with the issues raised. Her
views and advice for the
benefit of the Assoc-
iation provided some
guidance to the Council
on the direction to be
taken. The meeting
ended with a presenta-
tion of a memento to YB
Dato’. AT

AT

Malaysian Association of Accounting Administrators ▼

M A A A  N E W S

examination.
Nevertheless, the out-

come of the dialogue was
positive, as Mr. Jelly was
supportive of our cause
and advised MAAA to
work with its strategic
partners, i.e. the local
higher educational insti-
tutions such as UTAR,
which offer accounting
courses recognised by
CIMA for exemptions. MAAA will have to come up
with an action plan to pursue this new route to re-
solve the amnesty programme issue.

AT

YB Dato’ Dr. Ng is presented with a memento from
the President
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C O L U M N S  news from professional bodies

What CFOs must do to be
successful CEOs!
In the past decade, many CFOs rose dramatically to
the top job of CEO, putting paid to the grey image
of an accountant sitting in a corner counting beans.
In the 1990s, CFOs became more dynamic and stra-
tegic, progressing beyond a merely functional role

to take on the responsibilities of strategic and cor-
porate leadership.

Recognising the latent leadership potential in
CFOs, ACCA took the opportunity to organise a
seminar on How CFOs can be Successful CEOs,
presented by John Zinkin, Associate Professor of

Marketing and Strategy at Nottingham University
Business School, Malaysia Campus.

“Being a ‘great’ CEO is a complex balancing
act”, stressed Zinkin. A CEO leads rather than
manages, knows where the company is going, un-

derstands the business in depth, is decisive, can
communicate at  ever y level  and,  more
impor tantly, is a custodian of the company’s
vision and values. He must also be forward and
outward-looking with the ability to prioritise.
Zinkin explained this  whi le  del ivering an
exclusive talk open only to ACCA members on
The realities and challenges of being a CEO in
Kuala Lumpur on 14 April 2005. In his presenta-
tion, attended by a select group of local CFOs,
Zinkin said CEOs must set the direction and
moral tone of the organisation and the key to ac-
complishing this is for the CEO to choose the
‘ends’.

“The CEO decides not only what a company
does but also what it exists for, by defining who
the recipients are, how the customers’ lives will
be af fected, and what the cost of delivering such
results to customers is, as well as by measuring
these performance standards.”

He added that 70 to 80 per cent of CEOs tend
to concentrate only on the numbers but this
nar row perspect ive means that  they are
essentially looking ‘back’ at past events, whereas
their role as CEO is to plan ahead, be visionary
and prepare their organisation for what’s ahead.
They should therefore cease their habit of
looking back and instead study how to achieve
the ‘ends’, with immediacy.

Zinkin added that in addition to deciding the
‘ends’ of the organisation, the CEO must also pos-
sess vision and a mission to plan the future with
wisdom and great imagination, while engaging
the hearts and minds of the employees.

Values too are an integral part of this exercise,
he said, because values are the moral compass
by which people are judged, both internally and
externally. As such, the CEO must be a shining
example of these ver y values because a failure
to ‘walk the talk’  wil l  only undermine the
company’s values and result in de-motivated
cynics, Zinkin asserted.

Furthermore, if the right moral tone is in place,
a combination of ethical issues and reason alone
will lead the CEO concerned to make what Zinkin
described as “right and good decisions.”

The other area is the ability to manage the dy-
namics of change. Here, CEOs must understand
three types of changes: socio-cultural changes
that put the ver y future of the business at risk;
technological changes that af fect the relevance
of what the firm has to of fer, thus making it less
attractive and obsolete; and finally, changes in
competition and the impact other companies can

CFOs listening
raptly to Mr Zinkin’s
presentation

John Zinkin giving
CFOs an overview of
being a CEO
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CIMA Collaborates with
UTAR on management
accounting
CIMA Malaysia Division signed a Memorandum of
Understanding (MoU) with Universiti Tunku Abdul
Rahman (UTAR) at UTAR’s premises in Petaling
Jaya on 28 May 2005. The MoU provides for a close
collaboration between both parties in the areas of
exemptions, computer-based assessment, CIMA 1st,
Learning Through Partnership, joint research as
well as financial support for students pursuing
CIMA.

The MoU was signed by Y. C. Lee FCMA, Presi-
dent of CIMA Malaysia Division and YBhg Tan Sri
Datuk Dr. Ng Lay Swee, Chief Executive Officer of
UTAR. The signing ceremony was witnessed by
Professor Roland Kaye FCMA, President of CIMA,
YAB Tun Dr. Ling Liong Sik, Chairman of the UTAR
Council and Lai Fatt Sian, Dean of the UTAR Faculty
of Accountancy and Management.

In witnessing the auspicious occasion, Professor

Roland Kaye said, “CIMA is indeed proud of the
close collaboration with UTAR for the advancement
of the science of management accountancy. In the
pursuit of knowledge, I believe that no stone should
be left unturned to make things easier for our young
generation to acquire the knowledge and skills
needed for their future career.” He added, “Univer-
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have on the firm.
“A CEO who does not foresee change on the

socio-cultural front, for example, may see his
business destroyed. On the other hand, socio-
cultural changes can create opportunities for an
intuitive CEO,” explained Zinkin.

To prevent companies from being rendered ob-
solete, CEOs must plan and think ahead and to do
that they must possess the right kind of data so they
can predict and be alert to early warning signs of
impending change. They must also be able to sell
the need for change in order to survive, articulate
the need for change across all departments of the
company and then set the overriding objective so
that their people will know without a doubt why
“they come to work everyday.”

In conclusion, Zinkin said that a successful CEO
must draft the company’s “ends”, frame the vision
and the objectives of the mission, guard the
organisation’s values, ar ticulate the need for
change, lead the change and mobilise employees
through excellent communication, while under-
standing the cultural implications of change caused
by growth.

The checklist of tasks a CEO must do to succeed
looks formidable, but that is precisely why CEOs
are regarded as being so important to the success
of companies, concluded Zinkin.

News from Professional Bodies

Errata
In the caption for the picture which was carried
in the news from professional bodies under the
Association of Chartered Certified Accountants
(ACCA) column — ACCA CPD Plus for Employ-
ers, Accountants Today, May 2005 issue — it was
wrongly stated that Stella Ho was the Managing
Director of PricewaterhouseCoopers (PwC). Her
correct designation is Executive Director, Learn-
ing & Education of PwC. The error is regretted.

At the MoU signing
ceremony … (from left)
Lai Fatt Sian, Tan Sri

Datuk Dr. Ng Lay Swee,
Tun Dr. Ling Liong Sik,

Y. C. Lee and Prof.
Roland Kaye

The difference between a CEO and a CFO:

CEO
� On his own, answerable to the Board
� Responsible for the entire business
� Forward and outward looking, responsible for

both non-financial and financial indicators
� Must be able to reconcile conflicting priorities —

Custodian of the organisation’s vision and values

CFO
� Part of a team, answerable to the CEO
� Responsible for part of the business
� Backward and inward looking, responsible for fi-

nancial indicators only
� Has no conflicting priorities
� Custodian of the organisation’s finances

Great CEOs
� Lead rather than man-

age
� Know where they are

going
� Understand the busi-

ness in depth
� Are good at making

up people’s minds for
them

� Communicate with all
stakeholders. AT
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News from Professional Bodies

CIMA President, Professor Roland Kaye, visited Malaysia
from 25 April–1 May. His one-week programme was packed
with activities, star ting with a visit to the Open University Ma-
laysia in Kuala Lumpur on the morning of 26 April. He also
visited Universiti Teknologi MARA (UiTM) in Shah Alam and
witnessed an MOU Signing Ceremony between CIMA Malay-
sia Division and Universiti Tunku Abdul Rahman (UTAR).

Also on the agenda were cour tesy visits to the Malaysian
Institute of Accountants (MIA) in Kuala Lumpur and the Ac-
countant-General’s Department in Putrajaya. At MIA, Profes-
sor Kaye met with the MIA President, YBhg Datuk Dr. Abdul
Samad Hj Alias, and Executive Director, Ho Foong Moi. The
meeting at the Accountant-General’s of fice was with the newly
appointed Accountant-General Malaysia, Mohd Salleh bin
Mahmud.

On 27 April, Professor Kaye presented a talk on ‘Enterprise
Governance and the CIMA Strategic Scorecard’ to the staf f of Shell Ma-
laysia in Damansara Heights, Kuala Lumpur. As par t of his itinerary, he
also spent two days in Penang where he paid a courtesy visit to the Chief
Minister of Penang, Tan Sri Koh Tsu Koon, and visited Universiti Sains
Malaysia as well as Systematic Penang. At a dinner with CIMA members,
students and employers held on 30 April, Professor Kaye presented CIMA
Training Certificates to KBH Capital Sdn Bhd, Luen Seng Furniture Sdn
Bhd and Intel Technology Sdn Bhd. A total of eight students received their
Advanced Diploma in Management Accounting and the CIMA Certificate
in Business Accounting from the President and a top achiever, Koh Suh
Fen, received an award for scoring the highest marks in the Management
Accounting Fundamentals paper.

Despite the hectic schedule, Professor Kaye managed to find some time
for a short tour of Penang Island, accompanied by Danny Tan, President
of CIMA Penang Branch and Sopiah Suid, Divisional Director of CIMA
Malaysia Division. AT

sities and colleges are the beacons of hope for our
young generation. Let us not disappoint them. Give
them the best in education and they will learn how
to fish for the rest of their lives.”

Touching on the market growth for the CIMA
qualification, Professor Kaye said that Malaysia is a
very important market for CIMA. In fact, it is the
second largest market in the world with nearly 4000
students and 2,500 members. He added that
Malaysia will remain CIMA’s core market in this part
of the world, together with Sri Lanka. He said, “We
have also spread our wings to China and more
recently to India, for we believe that these new
growth areas offer tremendous potential for CIMA.”

YAB Tun Dr. Ling commended CIMA and UTAR
for their collaboration which brings together indus-
try and business on one hand and education and
training on the other to ensure that fresh graduates
entering the labour market are equipped with the

knowledge and skills required by industry and busi-
ness. He said, “Collaboration between academia and
professional bodies is an important factor in a knowl-
edge-based economy. Strong collaboration will pro-
vide the impetus for the creation of a new workforce
that will strengthen the economy.”

YBhg Tan Sri Dr. Ng emphasised on the wider
career options that UTAR graduates have with the
exemptions that CIMA has granted for UTAR’s de-
gree in Accounting. Accounting graduates from
UTAR need only sit for the last five papers of the
CIMA exams. She also stressed that the UTAR edu-
cation system extends beyond the academia and tra-
ditional to hands-on training and exposure to rel-
evant industry skills. In this respect, CIMA will open
up added avenues for UTAR’s accounting students
to develop their careers and keep ahead with the
professional skills and knowledge in the business
world. AT

Prof. Roland Kaye presenting an award to Koh Suh
Fen from Penang,  the top achiever in the
Management Accounting Fundamentals paper in the
CIMA exams

“Universities and

colleges are the

beacons of hope for

our young genera-

tion. Let us not

disappoint them.

Give them the best

in education and

they will learn how

to fish for the rest of

their lives.”
Roland Kaye

CIMA President
Visits Malaysia

Courtesy call … Prof.
Roland Kaye (middle)
and Sopiah Suid (left)
sharing a light moment
with Datuk Dr. Abdul
Samad
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Their methods of study could have been different,
their motivating factor diverse, but they all had one
objective in mind — to obtain the best results pos-
sible in the CPA Programme — a goal they ulti-
mately achieved. The three, Chen Mian Li, Leow
Soo Mei and Leong Chia Yeen, were recently
awarded the 2004, Semester 2, CPA Programme
High Achievers Award, for their outstanding feat in
obtaining high distinctions in all five segments.

For 23-year-old Chen Mian Li, her motivating fac-
tor was simply personal satisfaction. “It was reward-
ing to see my hard work finally pay off,” said Chen.
The youngest of three siblings, Chen said that her
achievements in school and university had always
been moderate as compared to her peers. However,
Chen had always been satisfied with her accomplish-
ments which she says passes her benchmark.

Meanwhile, 24-year-old Leow Soo Mei said that she
felt honoured and proud to be a CPA Australia high
achiever and acclaimed it was also a potent confidence
booster. “This achievement has given me confidence in
my abilities and strength as well as belief to overcome
any hurdles in my career,” said Leow. According to
Leow, her drive to excel came from within. “My need to
be the best in everything that I do is an integral part of
my character and personality. I have set high targets
for myself, both in academia and in other aspects of my
life and more often than not, I feel a sense of pride and
joy when I meet or outperform my targets,” she said.

Being the only family member inclined toward ac-
counting, Leow did not find it as a deterrent in expand-
ing her interest in the field. “Since school, I have always

High Achievers Do Us Proud

CPA Australia ▼

(From left) Leong, Leow
and Chen, basking in
the limelight of their
achievements at the

awards and certificate
presentation ceremony
held at Concorde Hotel

recently.

CPA Australia is pleased to announce that Mark
Coughlin FCPA has been elected its new president
effective 1 April 2005.

Coughlin, the former Deputy President takes over
as the president from Dr. Ken Levy RFD FCPA.

Coughlin is currently Commercial Manager of
Origin Energy Asset Management (OEAM), a sub-
sidiary company of the energy giant that operates
18,000 km of natural gas networks valued at around
AUD$2 billion. A former director of resource allo-
cation in South Australia’s Department of Treasury
and Finance, he had a major role in the develop-
ment of the State’s $7 billion budget. Coughlin has
also held consulting roles with two of the big four
accounting firms in Australia and the UK.

Dr Levy said “Mark Coughlin’s public and private
sector experience is a great asset in his understand-
ing of issues affecting the profession. He will bring
energy to the role in more ways than one.”

CPA Australia Appoints
New President

Mark … has vast
experience in the public

and private sectors

Coughlin said he was honoured to be chosen to
represent more than 105,000 members. “CPA Aus-
tralia has a proud tradition of acting in the public
interest and that of its members. In that respect, the
globalisation of the profession and of business cre-
ates particular challenges, and it is our job to pre-
dict and respond to these,” he said.

Coughlin’s involvement with CPA Australia began
in 2000, when he was elected to the council of the South
Australia division. He was appointed a director of the
Board the following year, and since then has chaired
and been a member of various Board committees.

In other election results for the Executive of the
Board, Paul Meiklejohn FCPA, a senior executive
in the Commonwealth Department of Finance and
Administration, became Deputy President; Prof
Colin Clark FCPA, Dean of the Faculty of Business
and Law at Victoria University, became vice-presi-
dent; Alex Malley FCPA, Associate Dean in the Di-
vision of Economic and Financial Studies at
Macquarie University, became vice-president; and
John Petty FCPA, a lecturer in business manage-
ment at Sydney’s University of Technology,
remained as vice-president.

News from Professional Bodies

AT

“It was rewarding to

see my hard work

finally pay off.”
Chen Mian Li

“This achievement has

given me confidence

in my abilities and

strength as well as

belief to overcome any

hurdles in my career.”
Leow Soo MeiAT

excelled in accounting. As
such, I have always felt
that accounting was my
forte and that I should
continue to expand on my
strengths,” said Leow.

Finally, Leong Chia
Yeen, a semi-senior at-
tached to KPMG said that
“consistent studying” was
her main ingredient for success. Leong said that she
had always been an above average student, but never a
high achiever. Asked on her career plans, she said that
she intended to venture into the field of academia.

Meanwhile, Chen, currently an auditor with Ernst
& Young, planned to delve into the areas of corpo-
rate finance and strategic planning. Leow, on the
other hand, an executive with the Internal Audit Ser-
vices department at KPMG aims to develop her ca-
reer in the fields of internal audit, risk management
and corporate governance.

All three high distinction candidates agreed that the
CPA Programme was a commendable post-graduate
course and emphasised on the wholesome structure of
the programme. “The course was very well structured
and planned. I found the course materials self-explana-
tory and detailed enough to cover the entire scope of
the subject,” said Leow who added that perseverance,
confidence and a strong will were essential factors to
successfully complete the CPA Programme.

In the meantime, Chen and Leong advised CPA
Programme candidates to be wise in their choice of
subjects and maintain a high level of discipline in
order to obtain the best results.
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News from Professional Bodies

The Chairman of ICAEW Malaysia, Dato’ N. K.
Jasani, who established the Malaysian City Group
more than three years ago, stepped down as Chair-
man of ICAEW Malaysia Committee in April. He has
won praises for the achievements of the Committee
over the course of his Chairmanship.

Commenting on Dato’ Jasani’s Chairmanship,
ICAEW President Paul Druckman said:  “I would like
to extend my thanks and that of the Institute to Dato’
Jasani for the tremendous work he has put in to es-
tablishing and chairing the ICAEW Malaysia group.
He has steered the Committee through the imple-

Institute of Chartered Accountants in England and Wales ▼

ICAEW Malaysia Acknowledges
Achievements of Outgoing
Chairman and Welcomes in
New Committee

mentation of three major initiatives, the formation
of ICAEW Malaysia, the relaunching of the ACA with
Sunway University College, and the Independent
Directors Register. All of these have raised the
Institute’s profile in Malaysia and reflect Dato’s com-
mitment to the ICAEW. In addition his leadership has
brought cohesion to efforts throughout. On a per-
sonal note the warmth and hospitality he has shown
to myself and other visitors has been wonderful.”

The ICAEW’s Malaysian Chapter elected a new
committee at their third AGM on 27 April, appoint-
ing Mohammad Faiz Azmi, PricewaterhouseCoopers
Partner as Chairman and Dato’ Gan Ah Tee, KPMG
Managing Director, Financial Advisory Services as
Deputy Chairman. Dato’ Jasani will remain involved
in the Committee as Immediate Past Chairman and
his contribution to the profession will continue fur-
ther with his appointment by the Minister of Finance
II to the MIA Council.

Launch of ICAEW Independent
Directors Register in Malaysia
A milestone in the work of the Committee was the launch of the ICAEW Indepen-
dent Directors Register in Malaysia on 19 April. The register was launched at Bursa
Malaysia headquarters by guest of honour, Tan Sri Lau Ban Tin, Vice-President of
the Malaysian Institute of Corporate Governance. The launch was also attended by
CEO of Bursa Malaysia and ICAEW member, Yusli Mohamed Yusoff.

The new online register was first launched in the UK in 2003 and the Malay-
sian arm of the register is the first to specifically target members and organisations
outside the UK. The register is designed to bring together businesses looking
for the next generation of board members with suitably qualified ICAEW mem-
bers and will help Malaysian companies to broaden the talent pool of directors
appointed to boardrooms. Since the launch, more than 40 members have regis-
tered. The register can be accessed online at www. icaew.com.my/idregister.

Launch of ICAEW Independent Directors Register …
L-R, Dato’ N. K. Jasani, Tan Sri Lau Ban Tin, Yusli
Mohamed Yusoff

AT

AT

Presentation of award to
Shee Ghee Chew … L-R,
Dato’ N. K. Jasani, Lee

Weng Keng, YB Dato’ Fu
Ah Kiow, Shee Ghee

Chew, Dato’ Johan
Raslan

Deputy Minister Presides over ACA Award
Ceremony at Sunway University College

With the pioneer batch
of ACA students at
Sunway University Col-
lege (SyUC) excelling in
their first exams in De-
cember 2004, Sunway
hosted an award cer-
emony to honour world
prize winner Shee Ghee
Chew of Pricewater-
houseCoopers Kuala

Lumpur. Deputy Minister of Higher Education YB
Dato’ Fu Ah Kiow was guest of honour at the special
event held on 15 April. The gathering of special
guests, members and training organisations were
welcomed by CEO/Director of Sunway University

College, Lee Weng Keng. Executive Chairman of
PricewaterhouseCoopers, Dato’ Johan Raslan was
also present at the award ceremony.

Chew beat more than 2000 students to attain First
Place and the Watts Prize in the December ICAEW
Audit & Assurance exams and helped Sunway Uni-
versity College students achieve a 100 per cent pass
rate in this exam.

Commenting on this distinction, Dato’ Fu said,
“I must congratulate Tan Sri Dato’ Seri (Dr.)
Jeffrey Cheah, Founding Chancellor of SyUC, and
his team for placing Malaysia on the world edu-
cation map.”

“I am equally impressed with the high level of
academic excellence which students of Sunway
University College have achieved,” he added. AT
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IFAC Seeks
Technical Manager Position
The International Auditing and Assurance Standards Board
(IAASB) of the International Federation of Accountants (IFAC),
the global organisation for the accountancy profession, is seeking
to fill a key technical manager position. The IAASB sets interna-
tional standards on auditing and assurance in the public interest
and works to facilitate convergence to international standards.

Key responsibilities of this technical manger role include conduct-
ing project research with standard setters and IFAC member bodies
around the world; participating in IAASB/IFAC project task force
meetings; editing and revising standards and guidance and oversee-
ing publication and release; drafting articles and speeches for the
IAASB Technical Director, IFAC President and Chief Executive and
others as appropriate; and assisting the IAASB Chairman and Tech-
nical Director in responding to inquiries from the Consultative Advi-
sory Group and the Public Interest Oversight Board.

The ideal candidate for this position will have a professionally
recognised accounting degree or other relevant qualification. An
excellent knowledge of audit issues is required; experience in the
standards-setting process, exposure to public sector, small and
medium entity or multinational entity audit issues is highly desir-
able. Excellent oral and written communication skills with fluency
in written and spoken English and strong computer literacy are
further qualifications.

This position will be located at IFAC headquarters in New York. A com-
plete job description for this position, along with additional information
concerning preferred background and experience, is available on the IFAC
website at www.ifac.org. Interested candidates should submit their résumé
(CV) by 31 May 2005.

IFAC Welcomes the Expansion Of
the IASB Small And Medium Entities
Advisory Panel
The International Federation of Accountants (IFAC) welcomes the
appointment of two of its nominees, Dany Girard and Leonardo
Rodriguez, to the International Accounting Standards Board’s (IASB)
working group on Accounting Standards for Small and Medium-sized
Entities (SMEs). The IASB working group, which now includes more
preparers and users of SME financial statements as well as others
with particular SME expertise, will assist the IASB in developing a
set of financial reporting standards suitable for SMEs.

IFAC’s two nominees — Dany Girard, Executive Director of
Caisse Populaire Desjardins d’Arvida/Kénogami, Canada and
Leonardo Rodriguez, Professor Emeritus, Florida International
University, US and President of the Interamerican Accounting As-
sociation — join continuing members, Ndung’u Gathinji, IFAC
Board member and Chair of IFAC’s Developing Nations Perma-
nent Task Force, and Robin Jarvis and Paul Chan, both members
of IFAC’s SMP Permanent Task Force, on the IASB working group.

Developing IFRSs that are relevant to SMEs and small and

AT
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Non-Audit Firms
FROM 1-30 APRIL 2005

New Registration
 NON-AUDIT FIRM NF NO

JOHOR DARUL TAKZIM

Chua & Tan Management Consulting 0646
10, Jalan Rotan Cucur
Taman Sri Jaya
83000 Batu Pahat
Tel: 07-434 0197   Fax: 07-431 3794
e-mail: ks_trdg@tm.net.my

J. K. Kuek & Co 0650
Suite A, First Floor, No. 7, Jalan Susur
Off Jalan Sungai Abong
84000 Muar
Tel: 06-951 4148   Fax: 06-952 2921
e-mail: scakl@streamyx.com

MELAKA

EW Management Services 0652
No. 32, Jalan Melaka Raya 33
Taman Melaka Raya
75000 Melaka
Tel: 012-383 2339
e-mail: ew_mgt@yahoo.com

NEGERI SEMBILAN DARUL KHUSUS

C.K.Tham & Co. 0648
No 35, Jalan Bidara Sebelas
Taman Bidara, 70100 Seremban
Tel: 06-766 6018   Fax: 06-766 6017
e-mail: cktham@royaladelphi.com

SELANGOR DARUL EHSAN

Chong Su Foh & Co 0653
A3-2-54 Antara Apartment
Jalan Mulia 1/2, Taman Muliajaya
68000 Ampang
Tel: 016-276 8745   Fax: 03-4297 3585
e-mail: sufoh@hotmail.com

PLBS & Co 0651
14, TPJ 9
Taman Perindustrian Jaya
47200 Subang
Tel: 03-7846 8133   Fax: 03-7847 3868

WILAYAH PERSEKUTUAN

C.L.Pang & Co. 0649
No. 14, Jalan Wangsa Budi 3
Taman Wangsa Melawati
53300 Kuala Lumpur

WYK Management Services 0647
No. 7M Jalan 6/8
Taman Komersial Pandan Indah
55100 Kuala Lumpur
Tel: 016-279 6420   Fax: 03-4295 0820
e-mail: wongyk10@hotmail.com

M E M B E R S ’  U P D A T E

Audit Firms
FROM 1-30 APRIL 2005

New Registration
 AUDIT FIRM AF NO

JOHOR DARUL TAKZIM

Chung & Associates 1586
Suite 803 (8th Floor)
Merlin Tower, Jalan Meldrum
80000 Johor Bahru
Tel: 07-276 7733   Fax: 07-276 7732

SELANGOR DARUL EHSAN

KCSM 1587
Gomas Business Centre, Suite 15-5.1
Jalan PJU 1/42A, Dataran Prima
47301 Petaling Jaya
Tel: 03-7880 1923   Fax: 03-7880 7928
e-mail: smchow@yahoo.com

KLA 1590
49 Jalan USJ 16/3C
Taman Seafield Jaya
47630 Subang
Tel: 012-682 1688
e-mail: kailoong88@yahoo.com

WILAYAH PERSEKUTUAN

RW Wilfred 1580
Suite A, No. 274A
Jalan Tun Sambanthan, Brickfields
50470 Kuala Lumpur
e-mail: rwwilfred@yahoo.com

Operation Ceased
 AUDIT FIRM AF NO

JOHOR DARUL TAKZIM

Chong Too Yen & Co 0317
Suite 1404A, 14th Flr, Merlin Tower
Jalan Meldrum, 80000 Johor Bahru
Tel: 07-2240 539

PULAU PINANG

Yap Soon Hin & Co. 0187
Suites 704 & 705, 7th Floor
No. 11, Lorong Kinta
10400 Penang
Tel: 04-2270363   Fax: 04-2272011

Operation Ceased
 NON-AUDIT FIRM NF NO

SELANGOR DARUL EHSAN

Low & Partners 0361
97, Jalan Besar
Batu 13 1/2
43100 Hulu Langat
Tel: 012-669 4233
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IFAC News

medium accounting practices (SMPs) was
a key issue identified by delegates at the
IFAC Consultative Conference on issues
facing SMPs, SMEs and developing na-
tions in March 2005. The needs of SMPs
and SMEs are an important area of focus
for IFAC, which provides support and de-
velops guidance through the work of its
SMP Permanent Task Force and through
other initiatives.

IPSASB to Develop
Discussion Paper on
Heritage Assets with
UK ASB
The IPSASB and the UK Accounting Stan-
dards Board (ASB) will develop a discussion
paper on accounting for heritage assets. The
discussion paper will outline existing prac-
tices for the measurement and reporting of
heritage assets, such as museum collections,
historic buildings and nature reserves, and
will identify approaches that may be adopted
in the development of an international stan-
dard. By partnering with national standard
setters on such projects, the IPSASB is able
to benefit from the work of other standard
setters, minimise duplication of work, and
access leading edge thinking.

For more information on the IPSASB’s
work programme, please visit its website
at www.ipsasb.org.

Reporting on Non-
Exchange Revenue
The International Public Sector Accounting
Standards Board continues to make progress
on developing an international standard on
reporting revenue from non-exchange trans-
actions, such as taxation revenue. To better
assist users in implementing the proposed
requirements, the proposed exposure draft
(ED) of the standard will now include a flow
chart to aid users in determining whether
an inflow of resources should be recognised
as revenue. It also includes illustrative ex-
amples on applying the proposed require-
ments. It is anticipated that the IPSASB will
issue the ED in the second half of 2005.

AT
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… Counting on Humour

Breakdown
An engineer, an operations manager, an accountant,

and a software technical support per-
son are traveling together in a car

to attend an urgent meeting. Ten
miles from the meeting the car

breaks down.
The engineer says

“Give me ten minutes and
I’ll have it fixed.”

The operations man-
ager says “If we all get a
cab we will still get there

on time, and, under the circumstances the cost is ac-
ceptable.”

The accountant says “We could get the bus, still
get there on time and at half the cost.”

The software technical support guy says “If we
all get out, then get back in again one by one … it
should start!!”

Businessman on His Deathbed
A businessman on his deathbed called his friend
and said, “Bill, I want you to promise me that when I
die you will have my remains cremated.” “And what,”
his friend asked, “do you want me to do with your
ashes?”

The businessman said, “Just put them in an enve-
lope and mail them to the Internal Revenue Service
and write on the envelope, ‘Now you have everything.’ ”

Young Graduate
The young accounting graduate, fresh out of

university and knowing everything, applied
for his first job. The prospective employer

asked him what starting salary he was
looking for.

“Oh, around $100,000 a year,
depending on the benefits package.”

“Well, how does this sound? Five weeks
annual leave, 22.5 per cent superannuation,
paid expenses to overseas conferences every year,
home telephone reimbursed and a company car

replaced every 20,000 kilometres, say a

Mercedes convertible.”
The graduate sat up straight and tried not to

look excited. “Wow. Are you kidding?”
“Yeah. But you started it.”

Buying your Ticket
Three engineers and three ac-
countants are traveling by train
to a conference. At the station, the
three accountants each buy
tickets and watch as the three
engineers buy only a single
ticket.

“How are three people going to
travel on only one ticket?” asks an
accountant. “Watch and you’ll
see,” answers an engineer.
They all board the train. The
accountants take their respective seats but all
three engineers cram into a restroom and close
the door behind them.

Shortly after the train has departed, the con-
ductor comes around collecting tickets. He
knocks on the restroom door and says, “ticket,
please.” The door opens just a crack and a single
arm emerges with a ticket in hand. The conduc-
tor takes it and moves on.

The accountants see this and agree it is quite
a clever idea. So after the conference, the
accountants decide to copy the engineers on
the return trip and save some money (being
clever with money and all!) When they get to
the station they buy a single ticket for the
return trip.

To their astonishment, the engineers don’t
buy a ticket at all. “How are you going to travel
without a ticket?”  says one perplexed
accountant.

“Watch and you’ll see,” answers an engineer.
When they board the train the three accountants
cram into a restroom and the three engineers
cram into another one nearby. The train departs.

Shortly afterward, one of the engineers leaves
his restroom and walks over to the restroom
where the accountants are hiding. He knocks on
the door and says, “ticket, please.” AT




