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K N O W  Y O U R  C O U N C I L  M E M B E R S

Mohd Sarif
Ibrahim

Mohd Sarif Ibrahim has been a member

of the Institute since April 1987. He became

a Council Member of the Institute in No-

vember 2002. Having been in the public

sector in academia, Mohd Sarif brings to

the Institute vast experience spanning al-

most three decades in the accounting

arena.

At the Institute he sits on various com-

mittees such as the Accreditation, Taxa-

tion, Globalisation and Liberalisation as

well as the Audit Committee of Council.

Within the MIA Accreditation Committee,

he chairs the Task Force for BAcc (Hons.)

of KUSTEM for the 2004/2005 academic

session.

Mohd Sarif began his career in account-

ing as an Executive Accounting Officer of

the City Hall of Kuala Lumpur in May 1979.

In April 1986 he was appointed as the Ac-

countant in the same organisation. Later,

after a short stint as an Accountant for

Metramac Corp Sdn Bhd, in 1997, he be-

came an Accounting Lecturer at the Fac-

ulty of Business and Accountancy, Univer-

sity of Malaya. In July 2000, he was ap-

pointed as the Head of the Department of

Financial Accounting & Auditing, Faculty

of Business & Accountancy, University of

Malaya and presently serves in the same

position. Between 4 December 2001 to 31

December 2003 he served as the Deputy

Dean of Undergraduate Studies in the

same faculty.

Apart from being a member of MIA,

Mohd Sarif is a Fellow of the Association of

Chartered Certified Accountants (ACCA),

UK since 10 October 1991. He also holds a

Master of Science in Business Finance from

Brunel University in the UK.

Haji Mustaza
Haji Mohamad

Haji Mustaza Haji Mohamad has been a
Council Member of the Institute since June
2001. He has been a part of the accounting
profession for almost three decades.

Coming from the commerce and indus-
tr y segment of the profession, Haji
Mustaza brings with him a wealth of expe-
rience as a professional accountant in busi-
ness. In MIA, he chairs the Disciplinary
Appeal Board and sits on the Executive
Committee and the Membership Affairs
and Professional Accountants in Business
(PAIB) Committees. He is also a Techni-
cal Advisor on the International Federation
of Accountants (IFAC)’s PAIB committee.

He started his career as a Cost and Man-
agement Accountant in Syarikat Jengka
Sdn Bhd in an integrated timber complex
in Jengka, Pahang funded by the World
Bank in 1977. From 1979 to 1982, he was
an accountant at Shah Alam Properties Sdn
Bhd, a property development company in
Selangor. In 1983 he was assigned as the
Project Controller of Shah Alam Properties
Sdn Bhd. In 1984, he left Shah Alam Prop-
erties to start his own business. Today, he
is the managing director of the Fairview
Group of Companies which specialises in
project development, project management,
consultancy services and the manufactur-
ing business.

Apart from being a member of MIA, he
is also a Fellow of the Chartered Institute
of Management Accountants (UK) —
CIMA and was a past president of CIMA
Malaysia Division.

Haji Mustaza is also presently the Vice-
President of the Real Estate and Housing
Developers Association (REHDA) Malay-
sia and the Chairman of REHDA Selangor
Branch. He is also a panel member of the
Academic Advisors at the Universiti
Teknologi Mara’s (UiTM)’s Accounting
Faculty.

Beh Tok
Koay

Beh Tok Koay has been a Council Mem-
ber of the Institute since June 2001. An
active contributor to the Malaysian ac-
counting profession especially via his in-
volvement in Malaysian professional ac-
counting bodies, Beh has been part of the
industry for 36 years.

Apart from chairing the Ethics and the
Disciplinary Committees in MIA, Beh also
sits as a member on the Membership Af-
fairs Committee and Taxation Committee.
He is also a member of the Executive Com-
mittee at the Institute.

Apart from MIA, Beh is also a member
of the Malaysian Institute of Certified Pub-
lic Accountants (MICPA), a Fellow Mem-
ber of the Association of Chartered Certi-
fied Accountants, United Kingdom, a Fel-
low Member of the Malaysian Institute of
Taxation and a Fellow Member of the In-
stitute of Certified Public Accountants,
Singapore.

Between the years 2002 and 2004, Beh
was the President of the Malaysian Insti-
tute of Cer tified Public Accountants
(MICPA). At MICPA, he presently chairs
the Tax Committee and he is also the Al-
ternate Chairman of the Examination Com-
mittee.

Beh’s expertise includes areas such as
tax planning and advisory services to multi-
national and large local corporations in ar-
eas such as joint ventures, mergers and
acquisitions, floatation, privatisation, cor-
porate restructuring and selected target ar-
eas of specialisation such as property de-
velopment, infrastructure/turnkey
projects, services and technology. Since
1981, Beh has been the Executive Direc-
tor of Deloitte KassimChan Tax Services
Sdn Bhd. His work experience includes
seven years of service with the Malaysian
Inland Revenue Board.
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S P E C I A L  R E P O R T

The International Education Stan-
dard (IES) 7 on Continuing Pro-
fessional Education (CPE) is-
sued by the International Federa-

tion of Accountants (IFAC) requires IFAC
member bodies to promote the importance
of continuous learning for their members as
professional accountants. IES 7 requires
member bodies to implement either an in-
put-based approach (establishing a set
amount of learning activity) or output-based
approach (requiring members, by way of
outcomes, to demonstrate professional com-
petence) or a combination of both ap-
proaches, to CPE. IES 7 also requires that
the CPE learning activities be relevant to the
member’s current or future professional
work and professional responsibilities, and
a portion of these activities must be verifi-
able objectively by a competent source. IES
7 places great significance on compliance
with the CPE requirements and views of-
fences or non-compliance as a violation of a
fundamental principle of the profession and
a violation of a significant professional duty
which justifies disciplinary action.

The Institute is committed to inculcating
and promoting life-long learning amongst all
its members so as to ensure continuous im-
provement of members’ professional knowl-
edge, skills, competence and professional
values, ethics and attitudes, when providing
services to clients, employers, regulators and
other stakeholders. The Institute has in the
past, continuously stressed the importance
of life-long learning for all its members and
has a well-established CPE framework in
place. However, some modifications to this
framework have been necessary in light of
the requirements in IES 7.

In this respect, the Council of the Institute,
pursuant to the powers conferred by Section
10(a) of the Accountants Act 1967, is pleased
to announce the issuance of a new By-Law
A-4 on Continuing Professional Education.
This new By-Law A-4 is substantially similar
to the existing By-Law A-4 of the Institute’s
By-Laws (on Professional Conduct and Eth-

NEW BY-LAW A-4 ON

Continuing Professional Education

1

2

3

4

5

ics) [Revised 2002], with some amendments which reflect the requirements in IES 7. The
new By-Law A-4 takes effect from 1 January 2005.

The new By-Law A-4 shall apply to all members as follows:

It is mandatory for all members to complete at least 120 CPE credit hours of relevant
CPE learning for each CPE cycle of three consecutive calendar years, of which 60
CPE credit hours shall be structured and verifiable. There is no longer any dis-
tinction in respect of the CPE requirements for members in public practice and those
members not in public practice.

For the purposes of the new By-Law A-4, structured CPE learning activities are those
activities which have a clear set of objectives and a logical framework. Verifiable CPE
learning means that such CPE learning should be objectively verified by a compe-
tent source. Examples of evidence for verification of CPE learning include atten-
dance certificates, course outlines and materials, qualification or assessment reports,
and employer’s reports or confirmations of participation in in-house CPE activities
or training programmes.

In respect of the requirement in paragraph (1) above, all members shall complete at
least 20 CPE credit hours of structured and verifiable CPE learning each year.

Members shall maintain records of their compliance with the above CPE require-
ments and shall tender the appropriate evidence of such compliance if called upon to
do so by the Institute. Members can utilise the online facility to regularly update
their record of CPE compliance via the Institute’s website at www.mia.org.my (go to
the Membership — Members — Continuing Professional Education link).

Any failure to comply with the provisions of this by-law or to respond to the Institute’s
inquiries on the same will prima facie amount to ‘unprofessional conduct’ because
this is a violation of one of the fundamental principles of the profession (to maintain
and update professional competence). It is unfair to the majority of members who do
comply with the CPE requirements to allow non-complying members to claim the
same status or competencies.

The Institute’s By-Laws (on Professional Conduct and Ethics) [Revised 2002] have
accordingly been updated and members can download an updated version of the same
from the Institute’s website at www.mia.org.my. The updated version of the By-Laws will
be circulated to all members via CD-ROM once the next issue of the Members’ Hand-
book on CD-ROM is released later this year.

The Council has also agreed that the new By-Law A-4 shall apply as follows:

Category of Members Commencement of new CPE cycle

Members admitted prior to 1 January 2002. 1 January 2005.

Members admitted between
1 January 2002 to 31 December 2002. 1 January 2005.

Members admitted between These members shall complete their current
1 January 2003 to 31 December 2004. CPE cycle pursuant to the original By-Law A-4.

Thereafter, the next CPE cycle shall commence
in accordance with the new By-Law A-4.

New members admitted after 1 January 2005 1st day of the calendar year in which the new
but prior to 30 June of the year of admission, member is first admitted to the Institute.

New members admitted after1 January 2005 1st day of the calendar year immediately
and after 30 June of the year of admission. following the year in which the new member

is first admitted to the Institute. AT
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Continuing Professional Education

CPE FRAMEWORK OF MIA

Fulfilling the Needs of
Professionalism

T he Continuing Professional Education (CPE) require-
ment was introduced and made mandatory by the Ma-
laysian Institute of Accountants (MIA) on 1 March 1992.

      The background to the decision to make the CPE require-
ments (then referred to as Continuing Professional Development
(CPD)) mandatory was to ensure that members of the Institute were
kept abreast with the latest developments and changes affecting the
accountancy profession. In view of this, members of the Institute were
required to attain a minimum number of CPE credit hours each year.

Previously…
Following the introduction of the mandatory CPE requirements

in 1992, members were required to accumulate CPE credit points
on a yearly basis. The Institute required its members in public
practice to fulfil a minimum of 40 CPE structured points and 60
CPE unstructured points and for members who were not in pub-
lic practice, the requirement was a minimum of 20 CPE struc-
tured points and 80 CPE unstructured points per year. Each year,
members were audited to ensure that they complied with the CPE
requirements. The last yearly audit was completed in 2001, after
which the requirements for CPE were amended.

In light of the constant changes affecting the accountancy pro-
fession, the Institute in 2001, undertook an extensive revision of its
By-Laws (On Professional Conduct and Ethics). As a result of this
revision, By-Law A-4 of the Institute’s By-Laws dealing with Con-
tinuing Professional Education was issued in 2002 with significant
changes from the existing guidelines for Continuing Professional
Development. In recognition of the fact that members should en-
deavour to make professional development a continuous learning
experience and that continuing professional education is a process
which fosters members of the Institute to develop and maintain
skills and knowledge throughout their respective careers, the
phrase Continuing Professional Development was amended to
Continuing Professional Education (CPE). The usage of the phrase
CPD credit points was also changed to CPE credit hours.

The revision of the Institute’s By-Laws in 2002 also introduced other
changes to the requirements for CPE credit hours and removed the
requirement for members to keep records of their unstructured learn-
ing. With the amendments, members in public practice were required
to obtain a minimum of 90 CPE credit hours of structured learning
for each CPE cycle of 3 consecutive calendar years whilst members
who were not in public practice were required to obtain a minimum
of 60 CPE credit hours of structured learning for each CPE cycle.
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Continuing Professional Education

Location Total Accounting Taxation Management IT    Personal
& Auditing & Finance  Development

Klang Valley 179 38 18 28 86 9
Alor Setar 2 1 1 — — —
Penang 18 9 5 3 — 1
Ipoh 5 3 2 — — —
Seremban 2 1 1 — — —
Melaka 1 — 1 — — —
Johor Bahru 18 9 4 3 2 —
Kuantan 5 3 2 — — —
Kuala Terengganu 3 1 2 — — —
Kota Bahru 3 1 2 — — —
Kuching 20 7 9 2 2 —
Sibu 5 2 3 — — —
Bintulu 5 3 2 — — —
Miri 3 1 2 — — —
Kota Kinabalu 20 8 8 2 2 —
Sandakan 6 3 3 — — —
Tawau 6 3 3 — — —
Labuan 5 3 2 — — —
TOTAL 306 96 70 38 92 10

Analysis of CPE Events (for the year ended 30 June 2004)

Each member was required to obtain at
least one-third of the requisite CPE credit
hours of structured learning by the end of
the second year of the CPE cycle.

Pursuant to the revision in 2002, the CPE
cycle for existing members commenced
from the year 2002 until 2004 and thereaf-
ter. For new members of the Institute, their
cycle commenced from the first day of the
calendar year of their respective admission.

This year onwards…
To ensure that the Institute’s CPE re-

quirements is aligned with global standards
and that of the International Federation of
Accountants (IFAC), the Council of the In-
stitute pursuant to the powers conferred by
Section 10(a) of the Accountants Act, 1967
has recently approved the issuance of a new
By-Law A-4 on CPE which is in compliance
with the International Education Standards
(IES) 7 issued by IFAC. With this introduc-
tion (see report above), the CPE require-
ments for all members will be changed to
comprise 60 CPE credit hours of structured
and verifiable learning and 60 CPE credit
hours of unstructured learning for each
CPE cycle regardless of the category of
membership or nature of their practice.

CPE Courses
To maintain the integrity and credibility of

the profession, the Institute has strived either

by itself, or jointly with other institutions or
professional bodies, to conduct seminars, con-
ferences and courses for the benefit of its
members. In organising its CPE events, the
Institute has always been mindful of catering
to the varying needs of its members and has
strived to stay current in respect of the
changes affecting the profession. For the fi-
nancial year ended 30 June 2004, the Institute,
through its Continuing Professional Educa-
tion Department, organised a record number
of 306 events ranging from areas such as ac-
counting and auditing, taxation, management
& finance, information technology and per-
sonal development. To make courses and
seminars more assessable to all of its mem-
bers, the Institute also organises CPE courses
nationwide (please refer to the table).

In the past, members have cited the cost of
the CPE activities as a main barrier for their
failure to comply with the Institute’s CPE re-
quirements. For members employed in
smaller firms and organisations and for those
working in organisations where CPE is not
financed by the employers, the cost of these
CPE activities has been a great concern.

However, given the wide variety of CPE ac-
tivities available that can count towards CPE
credit hours (Please refer to Appendix I of By-
Law A-4), the concern over cost can be circum-
vented. The prices adopted by the Institute for
its CPE activities have remained unchanged

since 1988 and are lower than most training
providers. The Institute has also strived to pro-
vide courses and seminars to its members
through its Public Practice Committee and the
Ethics Committee that contribute towards
members CPE credit hours. The Ethics Com-
mittee of the Institute organises nationwide
briefings on developments concerning the
Institute’s By-Laws, the most recent being the
series of nationwide briefings in July-Septem-
ber 2004 to brief members on the changes
made to the Institute’s By-Law relating to Pro-
fessional Independence. The Public Practice
Committee organises evening talks and mem-
bers’ dialogues for Practitioners.

Monitoring & Enforcement
To ensure compliance by the members of

the Institute, each year a sample of members
are selected at random and asked to produce
evidence of their compliance to the CPE re-
quirements. Evidence provided in the form
of receipts, certificates of attendance, evi-
dence of enrolment, assessment reports, em-
ployers’ report or a letter from the organisers
verifying the member’s attendance will be ac-
cepted. With the new MIA web portal, mem-
bers can keep track of their CPE credit hours
and upload information about their compli-
ance with CPE requirements on a regular
basis. It is anticipated that once fully utilised
by all members, this online mechanism will
prove to be a useful self-assessment tool for
compliance with CPE requirements. The
Institute views compliance with CPE require-
ments seriously and will take disciplinary
action against those members who willfully
fail to comply or respond to the Institute’s
inquiries on compliance.

Conclusion
One of the fundamental principles that

form the basic tenets of ethical and profes-
sional conduct of all members is that a mem-
ber should carry out professional work with
proper regard for the technical and profes-
sional standards expected as a member of
the Institute. In this regard, members have
a responsibility to themselves, their employ-
ers, their clients and other stakeholders to
ensure that they are abreast with the cur-
rent developments that affect their current
and future professional work.

Look out for Part 2 of this article in the next
issue of Accountants Today.

AT
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THE Benefits OF CPE
Continuing professional education is without a doubt a very important aspect of career

development for professionals such as accountants. In today’s constantly changing business
environment, it is highly necessary for accountants to stay in touch with the latest

developments and updates within the profession via CPE programmes. Below is what
some members of the Institute think about CPE.

 Nik Mohd Hasyudeen,
Practitioner

As the business environment changes, ac-
countants in public practice have to keep
themselves updated in order to be rel-
evant to the clients they are serving, he
of fers. “Due to the sophistication of
today’s business environment, the knowl-
edge and competency expected from prac-
tising accountants go beyond the techni-
cal standards and regulations and in-
cludes other areas relevant to business
such as technology and cross-border is-
sues.”

He views the investment made into CPE
as an investment made by firms to ensure
the human capital they have are capable
of generating value through value adding
and effective services. “Accountants are no
longer bean counters, we are now manag-
ers of value. Therefore, new competencies
and skill sets gained through CPE activi-
ties will result in more capable accountants
and their employers enjoy the benefits of
better advice and effective performance.”

He is a firm-believer in CPE for his staff
and other partners of his firm. “We would
be foolish for not understanding the impor-
tance of it. I always challenge my staff to
be better than me. If I am the best all the
time, the firm doesn’t progress and as a
leader, it would be my failure. CPE would
enable them to improve and eventually in-
crease their contribution to the success of
the firm”, Nik says.

Anis Saleha Mohd Arshad,
Financial Consultant

CPE, according to her, is part of good pro-
fessional practice. Certain courses in rela-

tion to management skills and personal de-
velopment can also be included, she sug-
gests. She also hopes MIA can lower the
fees for the courses conducted in order to
enhance participation from members.

Woon Hooi Shyen,
member from the public sector

She views the CPE as an opportunity to
learn from other practioners on how re-
quirements of the laws, regulatory rules
and guidelines are being applied in the
business environment. “Attending a CPE
programme would certainly enhance my
knowledge on the practical aspect of the
subject matter.”

“The proposed CPE requirements do not
seem onerous as on the average it would
require five working days off per year to
attend CPE programmes. I think this is
achievable and continuing self-develop-
ment is a pre-requisite to ensure that our
information or mind-set is not out-dated.”

“CPE should be viewed as improving
one’s expertise, knowledge and under-
standing of the subject matter. Indirectly,
it would enhance one’s career in any
organisation,” she opines.

“CPE should be encouraged by all em-
ployers because it enables the staf f to
keep abreast of recent developments as
well as to gain valuable insights/experi-
ences in the practical application of the
rules of law”.

Ananthan Chelliah,
Practitioner

He states that CPE has indeed improved
his career. “I normally attend courses/
seminars/workshops/meetings only if it

relates to the work/profession that I am in
i.e. an auditor and a tax consultant. For
example, I have attended a seminar on
Budget 2005 Proposals because it relates
very closely to my profession. This is be-
cause as in previous years I am often bom-
barded with questions from my clients on
the Budget announcements. Therefore, I
need information to make informed deci-
sions so that I do not make presumptions
or assumptions.”

Tan Chin Hun,
Senior Executive, Internal Audit

As a professional, CPE keeps me abreast
with the current developments in the fields
of business and finance. CPE is viewed as
a continuing learning programme, which
will give me valuable knowledge and nec-
essary skills in order to meet future un-
dertakings. The knowledge and skills ob-
tained through CPE namely, seminars, lec-
tures, workshops, in-house company train-
ing, distance learning programmes etc. will
help me become more competitive.

Md Noh Kaderan,
Internal Auditor

CPE is fundamental for all members. A
continuous learning culture needs to be
inculcated among members. The roles of
members in the industry is constantly
evolving, with members expected to take
up new roles and responsibilities. CPE
equips members to handle new chal-
lenges.

Md Noh feels that the Institute’s CPE re-
quirements are very attainable. “If you look
at it, it is only 20 CPE credit hours of struc-
ture learning per year.” AT
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The Impact of Increasing Regulation
The evolution of the regulatory regime

in Malaysia has been breathtaking, driven
by catalysts such as the 1997 Asian crisis
and the spectacular failures of corporate
governance in textbook cases such as
Enron and Arthur Andersen. Since good
governance is a moving target, changes in
Malaysian regulation are ongoing still,
guided by blueprints such as the Capital
Market Master Plan and the Financial Sec-
tor Masterplan.

Ironically, added regulation may have
hampered businesses — and may not have
offered the anticipated benefits. Notes
Gloria Goh, Partner for Global Financial
Services, Ernst & Young, “I believe there
is a need for appropriate rules and regula-
tions. The biggest challenge today is that
the costs of doing business have escalated
tremendously.”

The costs of compliance, an ongoing pro-
cess, are not minor. Companies need to ex-
amine their internal control systems, pro-
cesses, and documentation to ensure compli-
ance. Unfortunately, a myopic focus on com-
pliance detracts from the real purpose of busi-
ness. “Too much emphasis on compliance
takes away time from the running of business.
The company is there to make money, not just
to comply with rules,” says Faiz Azmi, Part-
ner, PricewaterhouseCoopers. “We think that
all the regulations that have been introduced

and imposed thus far are sufficient… Any fur-
ther introduction of regulations will need to
be deliberated carefully so as not to stifle busi-
ness growth and new entrepreneur ideas,”
says Robert Tan, Senior Partner at Deloitte
KassimChan.

Paradoxically, better governance was
intended to protect shareholders. But
shareholders today are the ones bearing
the financial burden triggered by well-
meaning legislation such as the Sarbanes-
Oxley Act. The assurance industry itself

has grown bigger thanks to compliance,
which requires more rigorous audits and
more checks. The rising costs of assurance
are passed on to companies, which “ulti-
mately means that shareholders pay,” says
Quah Poh Keat, Senior Partner, KPMG.

Playing devil’s advocate, Quah also ques-
tions the relevance of heightened gover-

nance in the Asian context, given that the
accounting scandals were largely confined
to the developed west. “There is an issue
of public confidence in the west, but it is
not such a major issue in Malaysia. As the
circumstances are different, the need and
extent of regulation should be different,
and vary according to country.”

The solution probably lies in re-examin-
ing the balance. “When costs outweigh the
benefits, business cannot survive. We need
to strike the right level of corporate gover-

nance where benefits match costs,” says
Goh. Importantly, there also has to be a
balance between policing by regulators and
self-regulation by the profession, adds
Dato’ Nordin Baharuddin, the former Ex-
ecutive Chairman of Ernst & Young Ma-
laysia. Right now, he says, “The pendulum
has swung too much the other way.”

C O V E R

Weathering Challenges
Recently, Accountants Today gathered experts comprising

representatives from the Big Four and sought their opinions on some
of the most pressing challenges facing both their business clients
as well as the industry in Malaysia. The impact of compliance
with tighter regulations, the convergence of global accounting
standards, risk and liability management and, of course, the

recruiting and retaining of human capital top the list of
prevailing challenges for the industry.

“We think that all the regulations that have

been introduced and imposed thus far are

sufficient … Any further introduction of

regulations will need to be deliberated

carefully so as not to stifle business growth

and new entrepreneur ideas …”
Robert Tan, Senior Partner at Deloitte KassimChan.
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Weathering Challenges

“There is an issue of public confidence in the west, but it is not such a

major issue in Malaysia. As the circumstances are different, the need and

extent of regulation should be different, and vary according to country.”
Quah Poh Keat, Senior Partner, KPMG

… there also has to be a balance between policing by regulators and

self-regulation by the profession … “Right now, the pendulum has

swung too much the other way.”
Dato’ Nordin Baharuddin, the former Executive Chairman of Ernst & Young Malaysia

“Too much emphasis on compliance takes away time from the

running of business. The company is there to make money, not

just to comply with rules …”
Faiz Azmi, Partner, PricewaterhouseCoopers

Quah Poh Keat Faiz Azmi Gloria Goh

Dato’ Nordin Baharuddin
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Converging standards
If universality in governance isn’t uto-

pian, convergence may not be ideal either
in the case of accounting standards. “Are
all international standards applicable to
emerging markets?” asks Faiz.

The concerns of relevance are very real
because implementing converging stan-
dards is not a simple process. Like one-size-
fits-all governance, convergence drives up
costs since systems need to be modified
and people adequately trained for full
implementation.

And apart from the added costs of com-
pliance, a market needs in-depth under-
standing of a standard’s implications before
executing it. A wait-and-see approach is
sometimes necessary; Quah notes that the
UK deferred the implementation of the

deferred taxation standard for two years.
Postponement of standards in areas like
deferred taxation and fair value account-
ing could be even more applicable for an
emerging market that is less ready com-
pared to a mature economy.

The preparedness of human resources
too is vital. “We need to ensure both audi-
tors and accountants in business are ready
for the challenges of implementing IFRS
(International Financial Reporting Stan-
dards),” says Goh. “There is a great chal-
lenge to educate staff and clients to under-
stand and implement the requirements of

Weathering Challenges

accounting standards, especially more
complex and complicated ones,” explains
Tan. “Retraining of partners and all levels
of professional staff are required constantly
to keep abreast with these changes.

Actively contributing to the feedback and
evolution of accounting standards through
due process should be part of the readi-
ness process for accounting professionals.
Unfortunately, “Not many accountants
both in public and private practice think
through or give feedback on the implica-
tions until the standard becomes law,” says
Quah. “They (accountants) need to be
more proactive at the exposure draft level
if they want to influence the standard,”
advises Nordin.

Perhaps accountants could be enticed to
participate more actively in due process if
it was viewed as a training ground for learn-
ing about a new standard. “For many ac-
countants, some of the new standards are
completely alien to them such as the fair
value concepts. Often participants in the
MASB working groups are themselves just
learning about the standards and cannot
therefore fully participate with feedback on
possible implementation issues. Only when
you implement a standard do you under-
stand the full implication,” says Faiz.

Indemnity
Compliance and convergence equal ris-

ing costs for the assurance industry. Yet
another costly challenge is managing in-
demnity.

“More significant Professional Indem-
nity policies (PI) have generally been re-
insured to overseas reinsurers and there-
fore premiums are already high, much
more so since the events of September
Eleven and the Enron debacle. The high
premium of PI insurance cover has not only
increased the cost of doing business but
also raised concern of matching costs with
the benefits of adequate insurance cover-
age. It will always be difficult to judge what
is the optimum coverage needed and thus
the risk of being underinsured may arise,”
says Tan.

It gets worse. “Beyond a certain limit,
risks are not insurable. What happens if
nobody wants to insure you beyond that
point?” asks Quah.

The key lies in limiting liability, as Ger-

many has done, in order to fit “the propor-
tionate punishment to the proportionate
responsibility,” says Quah. Otherwise, the
hazard of unlimited liability could deter
people from entering the assurance field –
and could even propel them out of the in-
dustry. In Australia, which is crippled by
sky-high indemnity costs, managers who
are elevated to partners have been known
to resign because partnership exposes
them to unlimited liability. “The limiting of
liability for auditors will no doubt help al-
leviate the high cost of insurance and fi-
nancial risk. It will definitely ease the anxi-
ety of professionals intending to stay in the
profession as it provides some degree of
comfort in knowing the extent of risk ex-
posure,” says Tan.

It is also imperative that risks and re-
sponsibility are shared across the board
equally with other financial service provid-
ers involved, such as merchant banks. For
instance, culpable merchant banks in the
United States have escaped with fines while
accounting practices have gone out of busi-
ness in cases of poor corporate gover-
nance. Obviously, the responsibilities and
penalties are not proportionate.

Whistle-blowing
Added responsibility has been laid on the

shoulders of the profession in the shape of
the whistle-blowing provision. As provided
in the Securities Act, auditors are required
to report to the authorities immediately if
auditors are of the opinion that there has
been a breach or non-performance of any
requirement or provision of the securities
laws, a breach of any of the rules of the
stock exchange or any matter which may
adversely affect to a material extent the fi-
nancial position of the listed corporation.

“The profession may need to manage the
expectations of the public as this require-
ment may be perceived as an expansion of
auditors’ scope of work,” says Tan.

“It would also be helpful if guidance is
issued to aid the implementation of this
requirement. There is a need to define
what is “adverse” and “material” as in-
tended by this whistle-blowing section,”
adds Tan.

A prudent approach helps too. Know-
Your-Client (KYC) processes, plus profes-
sional ethics, are vital in avoiding the

 “We need to ensure both audi-

tors and accountants in business

are ready for the challenges of

implementing IFRS.”
Gloria Goh, Partner for Global Financial

Services, Ernst & Young

 “Not many accountants both in

public and private practice think

through or give feedback on the

implications until the standard

becomes law …”

Quah Poh Keat, Senior Partner, KPMG
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“Client acceptance is crucial. It is important to us that we work with

people of integrity at all times …”

Gloria Goh, Partner for Global Financial Services, Ernst & Young

“We need brighter people who are able to make judgement calls.

The ultimate tool is the mind. We can never have enough trained,

skilled people.”
Faiz Azmi, Partner, PricewaterhouseCoopers

Weathering Challenges

unsavoury circumstances that could lead
to whistle-blowing. “Client acceptance is
crucial. It is important to us that we work
with people of integrity at all times,” says
Goh.

Creating the right business culture of
accountability and compliance is preferable
to a climate of suspicion. “Encourage
corporates to develop a strong culture of
integrity and accountability. It would in-
clude self-assessment, detection, disclo-
sure and correction of non-compliances or
omissions and reduce the need to depend
on whistle-blowing to detect non-compli-
ances,” she adds. Accountability creates a
virtuous circle. Goh believes that the re-
dress of any entity’s own omissions encour-
ages better compliance. Giving corporates
an avenue for redress could enhance the
disclosure-based regime and encourage
self-regulation, which is what the regula-
tors ultimately desire.

The Anti-Money Laundering Act
Accountants and auditors are another

category of service providers who may
become aware of financial irregularities,

especially multiple “layering” transactions
aimed at laundering illicit money. Regula-
tors have extended the requirements of
reporting such transactions to the profes-
sion. In the process, tightening regula-
tions to curb money laundering may in-
crease the administrative burden, particu-
larly for smaller assurance firms. The
Anti-Money Laundering Act (AMLA) re-
quires specific documentation and
formalisation of processes, which are typi-
cally already in place at the bigger firms
with prescribed KYC rules. Tan lists some
of the additional duties: “With the intro-
duction of AMLA, we have to be more
alert of cash transactions and constantly
remind people on the requirements of
AMLA through various methods, includ-
ing regular learning sessions. Also, a for-
mal channel of communication will need
to be set up for staff to report suspected
money laundering activity. All these will
definitely increase the cost of providing
services.”

AMLA will also add to training costs as
firms prep their staff to recognise the cir-
cumstances that may trigger suspicion and

related reporting requirements. “Skills are
the missing link. We need a set of people
who can think,” says Faiz. “We need
brighter people who are able to make
judgement calls. The ultimate tool is the
mind. “ We can never have enough trained,
skilled people.”

Human Capital
To get these skilled people, assurance

firms are stepping up recruiting to meet
growing professional demands. Unfortu-

nately, quality of people is a big grievance,
and the profession prefers articulate can-
didates with professional qualifications on
top of basic accounting degrees. Training
is also being revved up as client expecta-
tions are higher today. “The key is that
universities need to prepare graduates for
the challenges in today’s business world;
firms provide the environment to enable
young professionals to undertake interna-
tionally-recognised professional examina-
tions,” explains Goh.

Intensive training has also brought our
people into the global limelight. “Our
people are very marketable after training,
and the UK, the US, and China all pinch
our people because we are low-cost and
high value,” says Quah. “The differential
between what Malaysia pays and what
other countries pay is a key driver.”

But the traffic is two-way. The young are
lured by risks, excitement and the chal-
lenges of a new environment. Eventually,
the reversal of opportunities - including the
lay-offs that happen periodically in a ma-
ture economy — sees many Malaysians
coming back and staying put. AT
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Supercharging
YOUR BUSINESS THROUGH

Creativity
by Yew Kam Keong

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

One of the greatest obstacles
to success in business is past
successes. Successful busi-
nesses tend to bask in the

glory of past successes rather than apply-
ing the collective creativity of their people
to perpetuate success.

They spend too much time relying on the
winning formulas of the past and lose touch
with the present reality. However, in our fast
changing business environment, it is no
longer enough for companies to routinely go
about their businesses. In today’s highly
competitive world you’re either moving for-

ward or you are lagging behind. You con-
stantly have to innovate just to keep ahead
of your competitors.

The most underutilised resource in busi-
ness today is the collective brainpower avail-
able in the company. It has been reported
that the average person uses less than five
per cent of their brainpower. A surprise find-
ing is that for most companies, the collec-
tive brainpower usage percentage actually
decreased rather than increased. This is be-
cause thinking is compartmentalised, fac-
tions and functions compete against each
other and too many people are sidelined
from the thinking processes of the company.

In a world where competitors can under-
cut us in pricing, outspend us in market-
ing and promotion, copy our technologies
and clone our trade secrets, our ability to
think creatively in order to innovate our
business is our only true competitive ad-
vantage. Business innovation is about rais-
ing the top-line and not unduly focusing
on the bottom-line. Supercharge your
business through creativity!
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Supercharging Your Business Through Creativity

The B.U.S.I.N.E.S.S Formula for
Creativity

I have devised a B.U.S.I.N.E.S.S For-
mula for Creativity as follows:

The first part B.U.S.I deals with how to
manage your business creatively. The sec-
ond part N.E.S.S provides tips on how to
manage your company creatively with par-
ticular reference to tapping into the collec-
tive creativity of your people.

B : Be different
Don’t do things better than your com-
petitors, do things differently. Do not
compete, stand out from the competi-
tion.

U : Use Technology
Leverage on the power of technology.
Harness the power of the internet for
your business.

S : Sell Imagination
Imagination is the most profitable
product in the world! Incorporate
imagination into your products or ser-
vices.

I : Innovate Constantly
Innovate constantly. Kill your own prod-
ucts before your competitors do.

N : Nurture Creativity
Institute a Creativity Culture through-
out your company. It begins with cre-
ative leadership.

E : Energise Minds
Provide training on creative thinking to
all levels of people in your company. Cre-
ativity once trained is a life-long skill that
brings immense and long-term benefits
to your company, providing the best re-
turns on imagination.

S : Source Expertise
Use all the brains you have and bor-
row those that you need. If you are part
of the forest, you see only trees. You
need an outsider to provide a view of
the forest, that is an overview of your
company.

S : Stimulating Meetings
In most organisations, meetings take
away the most time. Conducting cre-
ative meetings can half the time and
double the results.

Be different
The essence of Creativity in Business is

not about doing things better than your
competitors. It is about doing things dif-
ferently from your competitors. There is
no need to compete but there is a need to
innovate to stand out from the competi-
tion.

An excellent illustration of this practise
comes from WalMart, the number one
company in Fortune 500 and the largest
supermarket chain store in the US with a
business turnover of several hundred bil-
lion US dollars. The founder of WalMart,
Sam Walton used this principle in building
up his business. His guiding principle was:
I study my competition and do exactly the
opposite.

Sam Walton observed that the major
supermarket chains began their business
in big cities. He thus resolved to do the

opposite by locating his WalMart super-
markets in small towns, the first one was
established in a small town called
Bentonville, Arkansas. Thus the expansion
of his supermarket chain of stores went
unnoticed until it was too late for his com-
petitors to stop him.

Another standard practice of the super-
markets at that time was having regular
sales promotions. Sam Walton decided not
to have any sales but instead instituted a
policy of Everyday Low Prices. In effect, it
was like having a sale everyday!

Use Technology
According to Bill Gates, we use ma-

chines in the past to leverage our muscles,
we use technology today to leverage our
minds. With the power of technology to-
day, it is possible for a small upstart com-
pany to beat the giants. A case in point is

“In a world where competitors can undercut us in pricing, outspend

us in marketing and promotion, copy our technologies and clone our

trade secrets, our ability to think creatively in order to innovate our

business is our only true competitive advantage.”
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the making and marketing of the
blockbuster movie The Blair Witch
Project.

The Blair Witch Project, a low-bud-
get horror film was made by people
totally unknown in the film indus-
try with an unheard of budget of
only US$35,000; in Hollywood terms
almost zero. The quality of the film
is atrocious as it was made using the
ordinary handycam video camera.
At times the hand holding the cam-
era was shaky and all that was
shown was only grass. Yet it took
the movie world by storm and was
featured in the international media
like Time and Newsweek magazines
and the television media giant CNN.
The film was a box-office hit and
grossed US$250 million beating
many of the big budget movies from
Hollywood. How was this possible?

The answer lies in leveraging
imagination over the internet. The
story about the movie was circu-
lated widely over the internet. Those who
received it in turn e-mailed it to their
friends creating a pent-up demand to
watch the movie. It was suspected that the
filmmakers and their distributor were
seeding the web with fan sites loaded with
rave reviews of the movie.

Three film students set out into the Black
Hills Forest to make a documentary on the
legendar y Blair Witch. Armed with a
handycam video-camera and audio-record-
ers, they record every step, word and
sound. After wandering around the Black
Hills Forest, the threes students, Heather,
Josh, and Mike are cold, lost and hunted.
Finally, one night after the last ray of light
had left the forest black, they were never
to be seen again. One year later, a bag full
of video and audiotapes were found. The
behind the scenes, video footage and the
film, are cut together, and this is …“The
Blair Witch Project.”

The amateurish nature of the movie
makes it very believable to those who
watched it.

Sell Imagination
Imagination is the most profitable prod-

uct in the world! It accounts for more than
42 per cent of the export value of the great-

Supercharging Your Business Through Creativity

first strategy is to set unreasonable
business targets. If you normally set
a business growth of, say 20 per
cent, change it to 500 per cent. It is
only by setting what most people
consider to be outrageous targets
that will force your people into out-
of-the-box thinking. Following the
traditional way of doing business
will definitely be out. You may need
to innovate practically every aspect
of your business.

Two companies that practice this
strategy are HP and Intel. They in-
novate all the time. Their common
policy is to kill their own products
before their competitors do. HP in-
troduces new printers while the pre-
vious models are still selling well.
Likewise, Intel brings out a new
computer chip while the previous
one is still popular. This means that
their competitor will have a tough
time just catching up.

Nurture Creativity
The famous quality gur u Edward

Demings says that 94 per cent of all busi-
ness failures are due to systems failures.
The same is true for nurturing creativity
for business in your company. You need to
establish a system that can tap into the
collective brainpower of your organisation.
Every worker is a potential source of ideas
but most importantly creativity has to start
at the top. In my best-selling book, You Are
Creative — Let Your Creativity Bloom, I
have provided 10 Guidelines on how to
build a corporate creativity culture.

Energise Minds
Companies spend a lot of money devel-

oping their people by sending them to at-
tend all sorts of training programmes.
While they are useful, there is usually very
little follow-up. As a result training be-
comes an expense item rather than an in-
vestment. Perhaps it is time to change this
approach and focus on a long-term
programme to develop skills in creative
thinking. This is necessary to energise
minds to unleash their creative brainpower,
the most important asset for sustainable
competitiveness for your company.

There are seven reasons why training in

“Imagination is the most profitable product in

the world! It accounts for more than 42 per

cent of the export value of the greatest

economy in the world, the US”

est economy in the world, the US. Bill
Gates company, Microsoft, for example
sells highly profitable software which are
basically the product of human imagina-
tion. The material cost of CDs where the
softwares are embedded is almost zero
compared to its selling price. Other prod-
ucts of human imagination exported by the
US are Hollywood movies, entertainment
products like songs, music and technology
licensing.

Human imagination is also the major
driving force of the other economies of the
developed world contributing more than 50
per cent to their economic growth.

Fortune magazine did a study on Nike
shoes. It compared the income of the CEO
in the US with the total combined income
of one of its largest shoe manufacturing
plants in Indonesia with over 15,000 work-
ers. Guess who won? The CEO won by a
wide margin. The reason is obvious — the
CEO uses his imagination while the work-
ers use their hands.

Innovate Constantly
Gary Hamel in his best-selling book,

Leading the Revolution recommends 10
business strategies for business success
and to build a billion-dollar company. The
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Supercharging Your Business Through Creativity

creativity thinking is the best investment
that you will ever make for the long-term
success of your company:

� Wealth Creation;

� Best ROI (Return On Investment);

� Sustainable Business Competitiveness
and Growth;

� Innovation For Greater Efficiency And
Effectiveness;

� Life-long Skills in Ideas Generation and
Problem-solving;

� Leveraging On The Imagination Of Your
People; and

� Self-Esteem and Personal Fulfilment.

Source Expertise
Use all the brains you have and borrow

those that you need. If you are part of the
forest, you see only trees. You need an
outsider to provide a view of the forest, that

is an overview of your company. Look for
experts that will help you to build a cre-
ative business organisation. They could
facilitate meetings and discussions and
provide consultancy that will add vibrancy
to your business.

Stimulating Meetings
According to a Wall Street Journal sur-

vey, meetings account for the greatest
amount of unproductive time topping
telephone calls, e-mails, paperwork, travels
and office gossips. Despite the advent of
advanced telecommunications technology,
there is still no escape from meetings. Meet-
ings are essential for the conduct of a busi-
ness. The problem is how to have stimulat-
ing meetings that are more creative, effi-
cient, productive and results-oriented.

I have created a system whereby it is
possible to conduct meetings in half the
time and double the results.

Conclusion
The only thing predictable about the

business environment is change. The only
way to cope with change is to tap into the
creative thinking power of your people.
Weak and sloppy thinking is a threat to
business. It is easy to fall into a state of
complacency and difficult to get out of it.
If you are to be a highly effective competi-
tor you must nurture your one true com-
petitive advantage; how well your people
think together. You cannot afford to side-
line a large percentage of your available
brainpower. Rather, leaders must take ac-
tion to build the thinking capacity of the
organisation as a whole. The choice is
yours and it is simple, get creative or
perish.

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.

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

NEW RULES MEAN VIRTUALLY EVERY
COMPANY WILL NEED A CODE OF ETHICS

Ensuring Ethical
Effectiveness

by Randy Myers

Stung by the high-profile accounting scandals that drove some of the nation’s leading
companies into bankruptcy court, Congress and other regulatory authorities have taken
up their pens in an attempt to legislate business behaviour. The Sarbanes-Oxley Act,
which President Bush signed into
law in July of 2002, requires publicly
traded companies to disclose whether
they have adopted a code of ethics for
their senior financial officers, and
if not, why. They must also report
promptly any amendments to or
waivers from the code.
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Ensuring Ethical Effectiveness

The New York Stock Exchange,
meanwhile, proposed new cor-
porate governance standards
which — if the SEC approves

them — would require companies traded
on that exchange to adopt corporate gover-
nance guidelines and a code of business
conduct and ethics for all employees. CPAs
can help employers or clients navigate these
new rules and create a code of ethics that
complies with all of the requirements.

Nuts and Bolts
For companies that choose to adopt a set

of ethics guidelines in response to
Sarbanes-Oxley — and few will run the risk
of not doing so given the negative message
it would send to investors, regulators and
potential litigants — Section 406 of the Act
says the code should seek to ensure that
senior financial executives

� Conduct themselves honestly
and ethically, particularly in han-
dling actual or apparent conflicts
of interest.

� Provide full, fair, accurate, timely
and understandable disclosure
in the periodic reports their em-
ployers file with the SEC.

� Comply with all applicable gov-
ernment laws, rules and regula-
tions.
Even for CPAs who don’t toil as

principal financial officers, comp-
trollers or principal accounting of-
ficers — job titles Sarbanes-Oxley
specifically targets — the new law
introduces a raft of issues. As in-
terpreted by the SEC in the proposed rule-
making notice it issued on 16 October 2002,
Sarbanes-Oxley does more than suggest
companies have a code of ethics for senior
financial executives.

Once SEC rules are finalised, Section
404 of the Act will require publicly traded
companies to file in their annual reports
an “internal control report” that outlines
what steps management has taken to es-
tablish and maintain adequate internal con-
trols and financial reporting procedures,
as well as management’s conclusions about
the effectiveness of those controls and pro-
cedures — a report CPAs and corporate
finance departments likely will have a hand

in drafting. The repor t must say the
company’s public accountant has attested
to, and reported on, management’s evalu-
ation of the company’s internal controls
and financial reporting procedures. The
company must include a copy of the
auditor’s attestation in its annual report.

What’s not clear, says CPA Sherrie
McAvoy, national director of corporate
compliance and ethics services for Deloitte
& Touche in Dallas, is whether an exter-
nal auditor would be required to formally
audit a client’s compliance with its own
code of ethics. While her initial suspicion
is it would not, she says it won’t be clear
until the SEC issues final regulations. An

SEC spokesman notes that Sarbanes-Oxley
gave the agency 180 days from the date of
the law’s enactment, or roughly until the
end of January 2003, to issue final rules.

CPA Richard Steinberg, head of the cor-
porate governance practice for
PricewaterhouseCoopers in Florham Park,
New Jersey, takes a similar view. “As they
look at internal controls, the external audi-

tors are going to focus on this (the code of
ethics),” he says. “Not that they’re going to
audit it, but they’ll consider it as they as-
sess the company’s control environment.”

Incremental Change
Those counting on ethics codes to

change corporate behaviour may be sur-
prised to learn that most public companies
— at least those in the Fortune 1000 — al-
ready have them. When  the US Federal
Sentencing Guidelines became law in 1991,
they listed seven elements of an effective
corporate compliance programme judges
could take into consideration when sen-
tencing corporations for federal offenses.

Most large public companies
quickly realised the value of incor-
porating these elements into their
operations, if only as risk-manage-
ment tools. Among them was es-
tablishing compliance standards
and procedures — other wise
known as a code of conduct or
ethics.

Today, says McAvoy, surveys
her firm conducted show approxi-
mately 95 per cent of Fortune
1000 companies have a code of
conduct. Stuart C. Gilman, presi-
dent of the non-profit Ethics Re-
source Center in Washington,

D.C., says many private companies have
such guidelines as well; he estimates that
altogether there are more than 3,000 eth-
ics officers working in the US.

What’s dif ferent now that Sarbanes-
Oxley is on the books? According to
McAvoy, the new law puts more emphasis
on financial reporting, particularly its ac-
curacy. This could translate into more re-

York City

In an informal poll
of 291 executives,
44% of respondents
said their company
did not have a formal
code of ethics in
place. The survey
was conducted in
August and
September of 2002

YES
%56%

NO
44%

In Search of a Policy

“What’s not clear … is whether an external auditor would be required

to formally audit a client’s compliance with its own code of ethics”
CPA Sherrie McAvoy, national director

corporate compliance and ethics services, Deloitte & Touche, Dallas

“As they look at internal controls, the external auditors are going to focus

on this (the code of ethics) … Not that they’re going to audit it, but they’ll

consider it as they assess the company’s control environment.”
CPA Richard Steinberg, head of the corporate governance practice,

PricewaterhouseCoopers, Florham Park, New Jersey
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sponsibility for CPAs. Section 301 also
mandates that companies put in place a
mechanism for employees to raise con-
cerns about financial reporting matters  —
confidentially and anonymously. The SEC’s
proposed rules for implementing Section
406 go on to say the code of ethics should
identify the person or persons to whom em-
ployees should deliver those anonymous
reports.

Establishing a process for rank-and-file
employees to confidentially report code vio-
lations is a critical component of any ethics
programme, according to McAvoy. Most of
the companies that already have established
such procedures assign a case number to
each complaint or tip an employee makes
so he or she can track its progress. In addi-
tion, the person to whom employees report
alleged violations is generally someone out-
side the ordinary chain of corporate com-
mand — an ethics or compliance officer, for
example, or an ombudsman — who none-
theless has access to the company’s top ex-
ecutives and its board of directors.

The WorldCom case amply illustrated
the perils of having employees report com-
plaints to a senior executive with routine
corporate responsibilities.

Internal auditors who uncovered the
company’s accounting fraud reported it to
the company’s then CFO Scott Sullivan.
The federal government now alleges
Sullivan instigated the fraud and attempted
to block the internal investigation. Accord-
ing to an in-depth report The Wall Street
Journal published in October of 2002,
WorldCom didn’t finally acknowledge,
make public and address the fraud until its
vice-president of internal audit, Cynthia
Cooper, took damaging evidence to the
company’s audit committee.

Many CPAs will have a role in helping
companies comply with Sarbanes-Oxley.
Certainly, those in corporate finance de-
partments can be expected to be involved
in drafting or reviewing those portions of
their company’s code dealing with finan-
cial matters, says Nancy Wilgenbusch,
president of Marylhurst University in Port-
land, Oregon, and a member of the AICPA
ethics committee. The portions of the code
CPAs might handle would range from in-
sider trading to appropriate and accurate
expense reporting, acting as good stew-

ards of company assets, avoiding conflicts
of interest and assuring accurate corporate
communications with the public. In re-
gards to the code of ethics including quan-
tifiable measures of accountability con-
cerning items such as insider trading or
entertainment expense reporting, for ex-

ample, Wilgenbusch says CPAs are ideally
suited, by virtue of their training and pro-
fessional expertise, to evaluate or test the
results.

External auditors would also appear to
have a role in assessing compliance with
codes of ethics, if only in the context of a
code’s being part of a company’s internal
control process. Gilman encourages out-
side auditors to go a step further: For each
client, the auditor should sign a statement
noting that it understands and accepts the
client’s code of ethics. “This allows the out-
side auditing firm to comport with the
company’s internal environment,” Gilman
says. “It permits a level of independence
and says, ‘We’re willing to obey and abide
by the same set of standards the
organisation holds itself to.’”

Doing it Right
A number of companies — including

Raytheon and Texas Instruments — have
been widely recognised for the scope and
quality of their ethics programmes.
Raytheon makes ethics training a require-
ment for every employee, all the way up to
the CEO. Texas Instruments’ employee
ethics handbook dates to 1961 and the
company has received three ethics awards
for its leadership in the field. Texas Instru-
ments also provides employees with a busi-
ness-card-sized pamphlet that serves as a
“quick test” for workers faced with an ethi-
cal dilemma.

� Is the action legal?

� Does it comply with our values?

� If you do it, will you feel bad?

� How will it look in the newspaper?

� If you know its wrong, don’t do it.

� If you’re not sure, ask.

� Keep asking until you get an answer.

While it’s difficult to calculate a hard re-
turn on investment for drafting and imple-

Ensuring Ethical Effectiveness

� THE SARBANES-OXLEY ACT NOW REQUIRES
PUBLICLY traded companies to disclose
whether they have adopted a code of eth-
ics for senior financial officers. In addition,
the New York Stock Exchange is consider-
ing new rules that would require listed
companies to have a code of business con-
duct that applies to all employees.

� UNDER THE ACT THE SEC REQUIRES COMPA-
NIES to file an internal control report with
their annual report outlining management’s
responsibilities for establishing and main-
taining adequate internal controls as well as
its conclusions about the effectiveness of
those controls. The company’s auditor must
attest to management’s evaluation.

� MANY COMPANIES ALREADY HAVE ETHICS
CODES. With the emphasis in Sarbanes -
Oxley on financial reporting, CPAs may
want to help employers and clients review
these codes to make sure they comply with
the new regulations. Companies will need
to establish a process for rank-and-file em-
ployees to report code violations confiden-
tially to someone outside the ordinary cor-
porate chain of command.

� THE BEST WAY TO DRAFT A CODE OF ETHICS
all employees will follow is to bring to-
gether a multidisciplinary team from all
parts of the organisation. Employees must
then be trained in what the code means
using real-life dilemmas they might en-
counter on the job. Regular refresher
courses are important because ethics train-
ing is perishable — people forget.

� COMPANIES WITH AN EXISTING ETHICS CODE
UNLIKELY will need a new one. Still, busi-
nesses may want to revisit the code to make
sure they have a full-blown compliance
programme in place. Even though the Act
focuses on the CFO, the SEC expects the
entire organisation to comply with the law.

Executive Summary

“For each client, the auditor should sign a statement noting that it under-

stands and accepts the client’s code of ethics. This allows the outside

auditing firm to comport with the company’s internal environment … It

permits a level of independence and says, ‘We’re willing to obey and

abide by the same set of standards the organisation holds itself to.’”
Stuart C. Gilman, President, non-profit Ethics Resource Center, Washington, D.C.
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menting a code, Bruce Pfau, national prac-
tice leader for organisation measurements
at Watson Wyatt Worldwide has tried. A
survey his consulting company conducted
in 2000 found workers who believed their
company operated with honesty and integ-
rity showed higher levels of commitment
to their employer in terms of
job satisfaction and company
pride than those who judged
their employer to have low ethi-
cal values. Pfau also found com-
panies highly rated by their em-
ployees for honesty and integ-
rity produced, over the previ-
ous three years, a higher return
to shareholders (112 per cent)
than poorly rated companies
(76 per cent).

Putting Together a Code
With virtually all companies

needing a code of ethics so they
can avoid having to report they
don’t have one under Sarbanes-
Oxley, the task of developing
one from scratch need not be
too involved. The Financial Ex-
ecutives Institute has drafted a
one-page model code of ethics for senior
financial executives it says conforms to the
new law; it can be found on the
organisation’s website at www.fei.org. An-
other code developed by Parson Consult-
ing, a national consulting company
specialising in finance, accounting and
business systems is available at
www.parsonconsulting.com/sarbanes-mar-
ket_ position.asp.

But most experts say it would be far bet-
ter to create a code of ethics for the entire
company, one that applies to all employees
and builds on their input. Under the pro-
posed changes to the NYSE listing require-
ments, such a policy would be required of
all companies trading on the Big Board.

The challenge companies face —
whether creating an entirely new code or
reassessing and upgrading an existing one
to reflect Sarbanes-Oxley — is to draft a
document that isn’t just decoration on the
company bulletin board but instead helps
employees live up to the ethical standards
investors, legislators and regulators de-
mand. “We’re terrified here of what we call

the three Ps — the print, post and pray
syndrome,” says Gilman. “You print a code
of conduct, post it on the wall and pray
people actually read it.”

According to Gilman and other ethics
professionals, the correct approach is to
bring together a multidisciplinary team

from all parts of the organisation — fi-
nance, sales, human resources, operations,
marketing, executive — to draft a code,
communicate its importance to employees
and then involve them in seminars to help
understand how the code applies to them
and their colleagues. Finally, says Minne-
apolis-based ethics trainer Nan DeMars,
author of You Want Me To Do What? (Fire-
side, 1998), senior management must fol-
low through and hold people accountable
for complying with the code.

One way to make a code of ethics come
alive for employees, DeMars says, is for
human resources to plan training sessions
that engage them in discussions about real-
life or theoretical ethical dilemmas they
might expect to handle on the job. The
more specific the situations are to the par-
ticular company, the more valuable they
will be. DeMars gives these examples of
the types of questions she might pose in a
seminar: “You are the assistant to David
Duncan, lead auditor for Arthur Andersen.
You know the firm is about to be subpoe-
naed. He asks you to shred documents.

What would you do? Or, you are Sharon
Watkin’s assistant at Enron and you type
her memo to Ken Lay warning him of the
possibility Enron will implode if its current
accounting practices continue. Now that
you know the company is in trouble and
your boss is aware of this, what do you do?”

“You’ve got to take the words
as well as the legal require-
ments and translate them into
understandable practices,”
agrees John J. Castellani, presi-
dent of The Business
Roundtable, an association of
CEOs of leading corporations.
“Ultimately, doing so gives you
a very strong tool. When em-
ployees violate the policy, they
are dismissed.”

DeMars and others agree eth-
ics programmes don’t achieve
much when they are handed
down by senior management
with little input from other em-
ployees or when senior manag-
ers themselves fail to abide by
the code or neglect to stress its
importance. Enron had a rigor-
ous code of ethics, for example,

yet it fell victim to unethical behaviour in
part because its board of directors twice
voted to suspend the code to allow the
company’s former CFO, Andrew Fastow, to
launch business activities that created, for
him, a conflict of interest. Ethics profession-
als warn against viewing educational pro-
grammes as a once-and-done procedure.
“Ethics training is perishable,” Gilman says.
“People forget.” To deal with this problem,
companies should schedule regular re-
fresher courses for all employees.

Finding Help
While companies must enlist the coop-

eration of their own staff members to draft
a code of ethics that will resonate with
them, there’s plenty of outside help avail-
able, too. Among the Big Four accounting
firms, both Deloitte & Touche and
PricewaterhouseCoopers offer ethics con-
sulting services, says Gilman. So do some
law firms and a number of non-profit
organisations and academic centers.
Among the latter are Gilman’s own Ethics
Resource Center as well as the Ethics Of-

Ensuring Ethical Effectiveness

“We’re terrified here of what we call the three Ps

— the print, post and pray syndrome … You print

a code of conduct, post it on the wall and pray

people actually read it.”
Stuart C. Gilman
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Ensuring Ethical Effectiveness

The following organisations can help accoun-
tants who are charged with developing,
implementing or monitoring a corporation’s
code of ethics.

Ethics Officers Association
30 Church Street, Suite 331
Belmont, Massachusetts 02478
Tel: 617-484-9400
www.eoa.org

Ethics Resource Center
1747 Pennsylvania Avenue, NW,
Suite 400
Washington, D.C. 20006
Tel: 202-737-2258
www.ethics.org

Institute for Global Ethics
P.O. Box 563
Camden, Maine 04843
Tel: 207-236-6658
www.globalethics.com

Markkula Center for Applied Ethics
Santa Clara University
500 El Camino Real
Santa Clara, California 95053-0633
Tel: 408-554-5319
www.scu.edu/ethics

Practicing Law Institute
810 Seventh Avenue
New York, New York 10019-5818
Tel: 800-260-4PLI or 212-824-5710
www.pli.edu

Resources

ficers Association in Belmont, Massachu-
setts; the Institute for Global Ethics in
Camden, Maine; and the Markkula Center
for Applied Ethics at Santa Clara Univer-
sity in California. (See the sidebar for in-
formation on how to contact these and
other resources.)

Elsewhere, the non-profit Practicing Law
Institute in New York City of fers pro-
grammes on ethics and corporate compli-
ance several times a year, says McAvoy,
and has published a series of books on the
topic. All that said, Gilman cautions com-
panies against off-loading too much re-
sponsibility to outside consultants. “Ethics
are one of those things where you don’t
want someone doing an assessment and
charging you a lot of money to tell you what
you want to hear,” he explains. The best
ethics code is one drafted in-house.

Many companies that already have a
code of ethics are unlikely to need a new
one to respond to Sarbanes-Oxley, says at-
torney Tom Patton, a partner with Tighe
Patton Armstrong Teasdale PLLC in Wash-
ington, D.C. This is especially true since
the new law doesn’t require a company to
publish its set of guidelines but merely to
confirm it has one. “The statute defines a
code of ethics in very broad terms, so you
have to make sure your existing code
meets all of them; assuming it does, you
probably don’t need to develop a new one,”
he says.

Stephen Hill Jr., a partner with the Kan-
sas City, Missouri law firm Blackwell Sand-
ers Peper Martin LLP, concurs but adds
companies may still want to review their
code point by point to make sure it covers
all of the provisions in the new law and that
they have a “full-blown compliance
programme in place.” The proposed SEC
regulations under Sarbanes-Oxley make it
clear the code should promote “compliance
with applicable government laws, rules and
regulations.”

At many companies, such reviews are
already under way. “A number of compa-
nies are taking a hard look at their codes
and making sure they’re current and shar-
ing them with their boards of directors,”
says Deloitte & Touche ’s McAvoy.
“They’re also taking a look at the financial
reporting aspects and making sure they
are as robust as they can be.” Meanwhile,

the Ethics Officers Association reports that
about 100 companies have hired ethics of-
ficers through October of 2002 alone.

Hill says his firm is telling clients their
entire organisation, not just the CFO, must
be prepared to deal with compliance issues.
“Sarbanes-Oxley covers the CFO, but in its
October 16 statement, the SEC makes it
clear it ’s going to expect the entire
organisation to comply with the law,” Hill
says. By way of example, the proposed SEC
regulations mandate that a company’s code
of ethics apply not only to senior financial
executives but also to the “principal execu-
tive officer,” even though that position was
not specified in the Act.

According to the London-based Institute
of Business Ethics (IBE) (www.ibe.org.uk),
a code of ethics should include a preface,
signed by the chairman or CEO, explain-
ing what values are important to top man-
agement in conducting the business. It
should then cover these key areas:
� The purpose of the business and its val-

ues.

� Employee relations including working
conditions, recruiting, training, discrimi-
nation policies and use of company as-
sets by employees.

� Customer relations guidelines.

� The importance of protecting the invest-
ment made by shareholders or other in-
vestors.

� Relationships with suppliers.

� How the company relates to society as
well as to the wider business community.

� How the company will implement the
code, including training.

The IBE also advises any company draft-
ing a code to find a champion — hopefully
the CEO — who is prepared to drive the
introduction of a business ethics policy.
Without this support, there is little chance
the company will find the code a useful tool.
The board of directors should also endorse
the ethics policy.

Will it Work?
Whether any of this will prevent unethi-

cal behaviour is uncertain, although most
experts say codes can make a difference
when companies develop and implement
them properly. “There’s nothing we can do
to prevent a crook from stealing if he or
she wants to,” says ethics committee mem-
ber Wilgenbusch. “If people are greedy, a
code won’t prevent them from behaving un-
ethically. But if the CEO gets the
company’s top 20 people in a room and
says, ‘We’re going to adhere to both the
spirit and letter of the law; we’re going to
play by the rules in every sense of the word
and anybody who steps across that line of
ethical behaviour not only will be dis-
charged immediately but prosecuted to the
full extent of the law,’ then you are going
to avoid unethical behaviour.” That’s a goal
every accountant can endorse.

Randy Myers is an award-winning business and
financial writer and a contributing editor at CFO,
Corporate Board Member and Plan Sponsor
magazines. This article first appeared in the
American Institute of Certified Public Accoun-
tants’ Journal of Accountancy, and is reprinted
with permission. The International Federation of
Accountants’ (IFAC) Professional Accountants in
Business (PAIB) Committee selected the article
as the winner of its Articles of Merit 2004 Com-
petition, an award programme for distinguished
contribution to Management Accounting.

AT
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An Asia-Pacific wide KPMG sur-
vey of corporations and private
equity funds has clearly dem-
  onstrated that organisations

that adopt a strategic and structured ap-
proach to the disposal of businesses are
far more likely to realise their initial value
expectations than those who do not.

The survey, targeting decision-makers
from major companies, found that at least
half of the corporate respondents com-
pleted their most recent disposals at a price
equal to or above their pre-deal valuations

however, virtually an equal number failed
to meet their expectations.

Some of this apparent ‘loss of value’
could be attributed to unrealistic value ex-
pectations, says Gan Ah Tee, Head of
KPMG Malaysia’s Transaction Services
practice. On the other hand, it could also
be due to issues that occurred during the
deal.

“In order to identify any value eroded
during the deal (which happened to 35 per
cent of the corporate respondents) and
separate it from unrealistic expectations,

we asked respondents to quantify any
movement in value between the preferred
bidder stage and final outcome.

“In those cases, we found that 19 per cent
of corporate respondents said that deal
value was eroded by 20 per cent or more
during the process, while a further 37 per
cent advised that the decline in value was
between 10 and 20 per cent,” says Gan in a
statement released recently.

The KPMG Asia-Pacific Disposals Sur-
vey examined current approaches to busi-
ness disposals in Australia, China, Indone-
sia, Japan, South Korea, Malaysia,
Singapore and Thailand.

The survey consisted of telephone inter-
views with decision-makers in 80 leading
Asia-Pacific corporations and with 20 indi-
viduals from leading regional private eq-
uity funds with combined funds under man-
agement of over A$6 billion. These re-
sponses were supplemented with in-depth
interviews.

The survey aimed to elucidate the plan-
ning processes and structures of success-
ful disposals in order to identify best prac-
tices.

The survey discussed a number of fac-
tors that contribute to this expected deal
value decline, such as too much disruption
to the business being disposed, more ex-
tended warranties and indemnities neces-
sary than expected, and too many unpleas-
ant surprises.

Of these, delays in finalising disposal
processes were cited as the key risk to be
managed.

“A quick sale is not necessarily a good
sale, but neither is a slow one — delays in
completing a transaction emerged as the

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

PACE AND PLANNING KEY TO

Disposal Success
KPMG SURVEY
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most notable issue of concern for Asia-Pa-
cific businesses during the disposal pro-
cess.

“Seventy per cent of corporate and 50 per
cent of private equity respondents identi-
fied the speed of the transaction as the
most serious issue during a disposal These
delays directly impact value as businesses
earmarked for disposal tend not to increase
in value, the process typically erodes man-
agement, employee, customer and vendor
confidence,” said Gan.

Not every disposal was completed at less
than expectations — indeed 25 per cent of
corporate respondents achieved higher
than expected selling prices, while the pro-
fessional deal makers, private equity
houses, did twice as well with 50 per cent
obtaining more than expected.

“These results reflect the deep deal ex-
perience evident in private equity houses
as a core competency compared to corpo-
rations who trade businesses far less fre-
quently.

“Private equity houses tend to adopt a
more structured approach to the disposal
process than corporations do. Timely and

Pace and Planning Key to Disposal Success: KPMG Survey

Survey highlights
� 88 per cent of respondents consid-

ered disposals to be an integral part
of corporate strategy.

� 80 per cent of corporate respondents
and 90 per cent of private equity re-
spondents reported that disposals
are given the same priority as acqui-
sitions.

� 90 per cent of corporations reported
the strategic objective of disposals
was to increase shareholder value,
83 per cent said it was to emphasise
core competencies and 82 per cent
agreed it was to improve profitabil-
ity.

� Four out of five private equity re-
spondents feel that minimising war-
ranties and indemnities is a key tac-
tical objective of the process.

profitable disposal is a key part of the pri-
vate equity modus operandi, where it is
not a core skill set for many corporations.
Private equity managers tend to focus

more closely on minimising post transac-
tion warranties and indemnities, which re-
flect their need to achieve a clean sale in
order to make an early distribution of
sales proceeds. A key determinant of the
more successful outcomes of private eq-
uity houses appears to be that they rate
‘finding the right buyer’ as an opportunity
twice as highly as did the corporate re-
spondents.

“In regards to risk, private equity houses
consider closing the sale to be their area
of highest risk in the overall disposal pro-
cess while corporations regard pre-sale
due diligence as theirs,” said Gan.

The scorecard for private equity funds,
however, wasn’t all straight ‘A’s.

“Higher than expected deal costs were
the most common post-transition issue for
private equity respondents. This was a sur-
prising find given that deal making is con-
sidered a key competency for private eq-
uity funds.

“On the whole, the performance of pri-
vate equity houses sets a benchmark for
corporations to work towards in terms of
disposals,” said Gan. AT
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Supercharging
YOUR BUSINESS THROUGH

Creativity
by Yew Kam Keong

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

One of the greatest obstacles
to success in business is past
successes. Successful busi-
nesses tend to bask in the

glory of past successes rather than apply-
ing the collective creativity of their people
to perpetuate success.

They spend too much time relying on the
winning formulas of the past and lose touch
with the present reality. However, in our fast
changing business environment, it is no
longer enough for companies to routinely go
about their businesses. In today’s highly
competitive world you’re either moving for-

ward or you are lagging behind. You con-
stantly have to innovate just to keep ahead
of your competitors.

The most underutilised resource in busi-
ness today is the collective brainpower avail-
able in the company. It has been reported
that the average person uses less than five
per cent of their brainpower. A surprise find-
ing is that for most companies, the collec-
tive brainpower usage percentage actually
decreased rather than increased. This is be-
cause thinking is compartmentalised, fac-
tions and functions compete against each
other and too many people are sidelined
from the thinking processes of the company.

In a world where competitors can under-
cut us in pricing, outspend us in market-
ing and promotion, copy our technologies
and clone our trade secrets, our ability to
think creatively in order to innovate our
business is our only true competitive ad-
vantage. Business innovation is about rais-
ing the top-line and not unduly focusing
on the bottom-line. Supercharge your
business through creativity!
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Supercharging Your Business Through Creativity

The B.U.S.I.N.E.S.S Formula for
Creativity

I have devised a B.U.S.I.N.E.S.S For-
mula for Creativity as follows:

The first part B.U.S.I deals with how to
manage your business creatively. The sec-
ond part N.E.S.S provides tips on how to
manage your company creatively with par-
ticular reference to tapping into the collec-
tive creativity of your people.

B : Be different
Don’t do things better than your com-
petitors, do things differently. Do not
compete, stand out from the competi-
tion.

U : Use Technology
Leverage on the power of technology.
Harness the power of the internet for
your business.

S : Sell Imagination
Imagination is the most profitable
product in the world! Incorporate
imagination into your products or ser-
vices.

I : Innovate Constantly
Innovate constantly. Kill your own prod-
ucts before your competitors do.

N : Nurture Creativity
Institute a Creativity Culture through-
out your company. It begins with cre-
ative leadership.

E : Energise Minds
Provide training on creative thinking to
all levels of people in your company. Cre-
ativity once trained is a life-long skill that
brings immense and long-term benefits
to your company, providing the best re-
turns on imagination.

S : Source Expertise
Use all the brains you have and bor-
row those that you need. If you are part
of the forest, you see only trees. You
need an outsider to provide a view of
the forest, that is an overview of your
company.

S : Stimulating Meetings
In most organisations, meetings take
away the most time. Conducting cre-
ative meetings can half the time and
double the results.

Be different
The essence of Creativity in Business is

not about doing things better than your
competitors. It is about doing things dif-
ferently from your competitors. There is
no need to compete but there is a need to
innovate to stand out from the competi-
tion.

An excellent illustration of this practise
comes from WalMart, the number one
company in Fortune 500 and the largest
supermarket chain store in the US with a
business turnover of several hundred bil-
lion US dollars. The founder of WalMart,
Sam Walton used this principle in building
up his business. His guiding principle was:
I study my competition and do exactly the
opposite.

Sam Walton observed that the major
supermarket chains began their business
in big cities. He thus resolved to do the

opposite by locating his WalMart super-
markets in small towns, the first one was
established in a small town called
Bentonville, Arkansas. Thus the expansion
of his supermarket chain of stores went
unnoticed until it was too late for his com-
petitors to stop him.

Another standard practice of the super-
markets at that time was having regular
sales promotions. Sam Walton decided not
to have any sales but instead instituted a
policy of Everyday Low Prices. In effect, it
was like having a sale everyday!

Use Technology
According to Bill Gates, we use ma-

chines in the past to leverage our muscles,
we use technology today to leverage our
minds. With the power of technology to-
day, it is possible for a small upstart com-
pany to beat the giants. A case in point is

“In a world where competitors can undercut us in pricing, outspend

us in marketing and promotion, copy our technologies and clone our

trade secrets, our ability to think creatively in order to innovate our

business is our only true competitive advantage.”



22 ACCOUNTANTS TODAY • March 2005

the making and marketing of the
blockbuster movie The Blair Witch
Project.

The Blair Witch Project, a low-bud-
get horror film was made by people
totally unknown in the film indus-
try with an unheard of budget of
only US$35,000; in Hollywood terms
almost zero. The quality of the film
is atrocious as it was made using the
ordinary handycam video camera.
At times the hand holding the cam-
era was shaky and all that was
shown was only grass. Yet it took
the movie world by storm and was
featured in the international media
like Time and Newsweek magazines
and the television media giant CNN.
The film was a box-office hit and
grossed US$250 million beating
many of the big budget movies from
Hollywood. How was this possible?

The answer lies in leveraging
imagination over the internet. The
story about the movie was circu-
lated widely over the internet. Those who
received it in turn e-mailed it to their
friends creating a pent-up demand to
watch the movie. It was suspected that the
filmmakers and their distributor were
seeding the web with fan sites loaded with
rave reviews of the movie.

Three film students set out into the Black
Hills Forest to make a documentary on the
legendar y Blair Witch. Armed with a
handycam video-camera and audio-record-
ers, they record every step, word and
sound. After wandering around the Black
Hills Forest, the threes students, Heather,
Josh, and Mike are cold, lost and hunted.
Finally, one night after the last ray of light
had left the forest black, they were never
to be seen again. One year later, a bag full
of video and audiotapes were found. The
behind the scenes, video footage and the
film, are cut together, and this is …“The
Blair Witch Project.”

The amateurish nature of the movie
makes it very believable to those who
watched it.

Sell Imagination
Imagination is the most profitable prod-

uct in the world! It accounts for more than
42 per cent of the export value of the great-

Supercharging Your Business Through Creativity

first strategy is to set unreasonable
business targets. If you normally set
a business growth of, say 20 per
cent, change it to 500 per cent. It is
only by setting what most people
consider to be outrageous targets
that will force your people into out-
of-the-box thinking. Following the
traditional way of doing business
will definitely be out. You may need
to innovate practically every aspect
of your business.

Two companies that practice this
strategy are HP and Intel. They in-
novate all the time. Their common
policy is to kill their own products
before their competitors do. HP in-
troduces new printers while the pre-
vious models are still selling well.
Likewise, Intel brings out a new
computer chip while the previous
one is still popular. This means that
their competitor will have a tough
time just catching up.

Nurture Creativity
The famous quality gur u Edward

Demings says that 94 per cent of all busi-
ness failures are due to systems failures.
The same is true for nurturing creativity
for business in your company. You need to
establish a system that can tap into the
collective brainpower of your organisation.
Every worker is a potential source of ideas
but most importantly creativity has to start
at the top. In my best-selling book, You Are
Creative — Let Your Creativity Bloom, I
have provided 10 Guidelines on how to
build a corporate creativity culture.

Energise Minds
Companies spend a lot of money devel-

oping their people by sending them to at-
tend all sorts of training programmes.
While they are useful, there is usually very
little follow-up. As a result training be-
comes an expense item rather than an in-
vestment. Perhaps it is time to change this
approach and focus on a long-term
programme to develop skills in creative
thinking. This is necessary to energise
minds to unleash their creative brainpower,
the most important asset for sustainable
competitiveness for your company.

There are seven reasons why training in

“Imagination is the most profitable product in

the world! It accounts for more than 42 per

cent of the export value of the greatest

economy in the world, the US”

est economy in the world, the US. Bill
Gates company, Microsoft, for example
sells highly profitable software which are
basically the product of human imagina-
tion. The material cost of CDs where the
softwares are embedded is almost zero
compared to its selling price. Other prod-
ucts of human imagination exported by the
US are Hollywood movies, entertainment
products like songs, music and technology
licensing.

Human imagination is also the major
driving force of the other economies of the
developed world contributing more than 50
per cent to their economic growth.

Fortune magazine did a study on Nike
shoes. It compared the income of the CEO
in the US with the total combined income
of one of its largest shoe manufacturing
plants in Indonesia with over 15,000 work-
ers. Guess who won? The CEO won by a
wide margin. The reason is obvious — the
CEO uses his imagination while the work-
ers use their hands.

Innovate Constantly
Gary Hamel in his best-selling book,

Leading the Revolution recommends 10
business strategies for business success
and to build a billion-dollar company. The
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creativity thinking is the best investment
that you will ever make for the long-term
success of your company:

� Wealth Creation;

� Best ROI (Return On Investment);

� Sustainable Business Competitiveness
and Growth;

� Innovation For Greater Efficiency And
Effectiveness;

� Life-long Skills in Ideas Generation and
Problem-solving;

� Leveraging On The Imagination Of Your
People; and

� Self-Esteem and Personal Fulfilment.

Source Expertise
Use all the brains you have and borrow

those that you need. If you are part of the
forest, you see only trees. You need an
outsider to provide a view of the forest, that

is an overview of your company. Look for
experts that will help you to build a cre-
ative business organisation. They could
facilitate meetings and discussions and
provide consultancy that will add vibrancy
to your business.

Stimulating Meetings
According to a Wall Street Journal sur-

vey, meetings account for the greatest
amount of unproductive time topping
telephone calls, e-mails, paperwork, travels
and office gossips. Despite the advent of
advanced telecommunications technology,
there is still no escape from meetings. Meet-
ings are essential for the conduct of a busi-
ness. The problem is how to have stimulat-
ing meetings that are more creative, effi-
cient, productive and results-oriented.

I have created a system whereby it is
possible to conduct meetings in half the
time and double the results.

Conclusion
The only thing predictable about the

business environment is change. The only
way to cope with change is to tap into the
creative thinking power of your people.
Weak and sloppy thinking is a threat to
business. It is easy to fall into a state of
complacency and difficult to get out of it.
If you are to be a highly effective competi-
tor you must nurture your one true com-
petitive advantage; how well your people
think together. You cannot afford to side-
line a large percentage of your available
brainpower. Rather, leaders must take ac-
tion to build the thinking capacity of the
organisation as a whole. The choice is
yours and it is simple, get creative or
perish.

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.

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

NEW RULES MEAN VIRTUALLY EVERY
COMPANY WILL NEED A CODE OF ETHICS

Ensuring Ethical
Effectiveness

by Randy Myers

Stung by the high-profile accounting scandals that drove some of the nation’s leading
companies into bankruptcy court, Congress and other regulatory authorities have taken
up their pens in an attempt to legislate business behaviour. The Sarbanes-Oxley Act,
which President Bush signed into
law in July of 2002, requires publicly
traded companies to disclose whether
they have adopted a code of ethics for
their senior financial officers, and
if not, why. They must also report
promptly any amendments to or
waivers from the code.
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The New York Stock Exchange,
meanwhile, proposed new cor-
porate governance standards
which — if the SEC approves

them — would require companies traded
on that exchange to adopt corporate gover-
nance guidelines and a code of business
conduct and ethics for all employees. CPAs
can help employers or clients navigate these
new rules and create a code of ethics that
complies with all of the requirements.

Nuts and Bolts
For companies that choose to adopt a set

of ethics guidelines in response to
Sarbanes-Oxley — and few will run the risk
of not doing so given the negative message
it would send to investors, regulators and
potential litigants — Section 406 of the Act
says the code should seek to ensure that
senior financial executives

� Conduct themselves honestly
and ethically, particularly in han-
dling actual or apparent conflicts
of interest.

� Provide full, fair, accurate, timely
and understandable disclosure
in the periodic reports their em-
ployers file with the SEC.

� Comply with all applicable gov-
ernment laws, rules and regula-
tions.
Even for CPAs who don’t toil as

principal financial officers, comp-
trollers or principal accounting of-
ficers — job titles Sarbanes-Oxley
specifically targets — the new law
introduces a raft of issues. As in-
terpreted by the SEC in the proposed rule-
making notice it issued on 16 October 2002,
Sarbanes-Oxley does more than suggest
companies have a code of ethics for senior
financial executives.

Once SEC rules are finalised, Section
404 of the Act will require publicly traded
companies to file in their annual reports
an “internal control report” that outlines
what steps management has taken to es-
tablish and maintain adequate internal con-
trols and financial reporting procedures,
as well as management’s conclusions about
the effectiveness of those controls and pro-
cedures — a report CPAs and corporate
finance departments likely will have a hand

in drafting. The repor t must say the
company’s public accountant has attested
to, and reported on, management’s evalu-
ation of the company’s internal controls
and financial reporting procedures. The
company must include a copy of the
auditor’s attestation in its annual report.

What’s not clear, says CPA Sherrie
McAvoy, national director of corporate
compliance and ethics services for Deloitte
& Touche in Dallas, is whether an exter-
nal auditor would be required to formally
audit a client’s compliance with its own
code of ethics. While her initial suspicion
is it would not, she says it won’t be clear
until the SEC issues final regulations. An

SEC spokesman notes that Sarbanes-Oxley
gave the agency 180 days from the date of
the law’s enactment, or roughly until the
end of January 2003, to issue final rules.

CPA Richard Steinberg, head of the cor-
porate governance practice for
PricewaterhouseCoopers in Florham Park,
New Jersey, takes a similar view. “As they
look at internal controls, the external audi-

tors are going to focus on this (the code of
ethics),” he says. “Not that they’re going to
audit it, but they’ll consider it as they as-
sess the company’s control environment.”

Incremental Change
Those counting on ethics codes to

change corporate behaviour may be sur-
prised to learn that most public companies
— at least those in the Fortune 1000 — al-
ready have them. When  the US Federal
Sentencing Guidelines became law in 1991,
they listed seven elements of an effective
corporate compliance programme judges
could take into consideration when sen-
tencing corporations for federal offenses.

Most large public companies
quickly realised the value of incor-
porating these elements into their
operations, if only as risk-manage-
ment tools. Among them was es-
tablishing compliance standards
and procedures — other wise
known as a code of conduct or
ethics.

Today, says McAvoy, surveys
her firm conducted show approxi-
mately 95 per cent of Fortune
1000 companies have a code of
conduct. Stuart C. Gilman, presi-
dent of the non-profit Ethics Re-
source Center in Washington,

D.C., says many private companies have
such guidelines as well; he estimates that
altogether there are more than 3,000 eth-
ics officers working in the US.

What’s dif ferent now that Sarbanes-
Oxley is on the books? According to
McAvoy, the new law puts more emphasis
on financial reporting, particularly its ac-
curacy. This could translate into more re-

York City

In an informal poll
of 291 executives,
44% of respondents
said their company
did not have a formal
code of ethics in
place. The survey
was conducted in
August and
September of 2002

YES
%56%

NO
44%

In Search of a Policy

“What’s not clear … is whether an external auditor would be required

to formally audit a client’s compliance with its own code of ethics”
CPA Sherrie McAvoy, national director

corporate compliance and ethics services, Deloitte & Touche, Dallas

“As they look at internal controls, the external auditors are going to focus

on this (the code of ethics) … Not that they’re going to audit it, but they’ll

consider it as they assess the company’s control environment.”
CPA Richard Steinberg, head of the corporate governance practice,

PricewaterhouseCoopers, Florham Park, New Jersey
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sponsibility for CPAs. Section 301 also
mandates that companies put in place a
mechanism for employees to raise con-
cerns about financial reporting matters  —
confidentially and anonymously. The SEC’s
proposed rules for implementing Section
406 go on to say the code of ethics should
identify the person or persons to whom em-
ployees should deliver those anonymous
reports.

Establishing a process for rank-and-file
employees to confidentially report code vio-
lations is a critical component of any ethics
programme, according to McAvoy. Most of
the companies that already have established
such procedures assign a case number to
each complaint or tip an employee makes
so he or she can track its progress. In addi-
tion, the person to whom employees report
alleged violations is generally someone out-
side the ordinary chain of corporate com-
mand — an ethics or compliance officer, for
example, or an ombudsman — who none-
theless has access to the company’s top ex-
ecutives and its board of directors.

The WorldCom case amply illustrated
the perils of having employees report com-
plaints to a senior executive with routine
corporate responsibilities.

Internal auditors who uncovered the
company’s accounting fraud reported it to
the company’s then CFO Scott Sullivan.
The federal government now alleges
Sullivan instigated the fraud and attempted
to block the internal investigation. Accord-
ing to an in-depth report The Wall Street
Journal published in October of 2002,
WorldCom didn’t finally acknowledge,
make public and address the fraud until its
vice-president of internal audit, Cynthia
Cooper, took damaging evidence to the
company’s audit committee.

Many CPAs will have a role in helping
companies comply with Sarbanes-Oxley.
Certainly, those in corporate finance de-
partments can be expected to be involved
in drafting or reviewing those portions of
their company’s code dealing with finan-
cial matters, says Nancy Wilgenbusch,
president of Marylhurst University in Port-
land, Oregon, and a member of the AICPA
ethics committee. The portions of the code
CPAs might handle would range from in-
sider trading to appropriate and accurate
expense reporting, acting as good stew-

ards of company assets, avoiding conflicts
of interest and assuring accurate corporate
communications with the public. In re-
gards to the code of ethics including quan-
tifiable measures of accountability con-
cerning items such as insider trading or
entertainment expense reporting, for ex-

ample, Wilgenbusch says CPAs are ideally
suited, by virtue of their training and pro-
fessional expertise, to evaluate or test the
results.

External auditors would also appear to
have a role in assessing compliance with
codes of ethics, if only in the context of a
code’s being part of a company’s internal
control process. Gilman encourages out-
side auditors to go a step further: For each
client, the auditor should sign a statement
noting that it understands and accepts the
client’s code of ethics. “This allows the out-
side auditing firm to comport with the
company’s internal environment,” Gilman
says. “It permits a level of independence
and says, ‘We’re willing to obey and abide
by the same set of standards the
organisation holds itself to.’”

Doing it Right
A number of companies — including

Raytheon and Texas Instruments — have
been widely recognised for the scope and
quality of their ethics programmes.
Raytheon makes ethics training a require-
ment for every employee, all the way up to
the CEO. Texas Instruments’ employee
ethics handbook dates to 1961 and the
company has received three ethics awards
for its leadership in the field. Texas Instru-
ments also provides employees with a busi-
ness-card-sized pamphlet that serves as a
“quick test” for workers faced with an ethi-
cal dilemma.

� Is the action legal?

� Does it comply with our values?

� If you do it, will you feel bad?

� How will it look in the newspaper?

� If you know its wrong, don’t do it.

� If you’re not sure, ask.

� Keep asking until you get an answer.

While it’s difficult to calculate a hard re-
turn on investment for drafting and imple-

Ensuring Ethical Effectiveness

� THE SARBANES-OXLEY ACT NOW REQUIRES
PUBLICLY traded companies to disclose
whether they have adopted a code of eth-
ics for senior financial officers. In addition,
the New York Stock Exchange is consider-
ing new rules that would require listed
companies to have a code of business con-
duct that applies to all employees.

� UNDER THE ACT THE SEC REQUIRES COMPA-
NIES to file an internal control report with
their annual report outlining management’s
responsibilities for establishing and main-
taining adequate internal controls as well as
its conclusions about the effectiveness of
those controls. The company’s auditor must
attest to management’s evaluation.

� MANY COMPANIES ALREADY HAVE ETHICS
CODES. With the emphasis in Sarbanes -
Oxley on financial reporting, CPAs may
want to help employers and clients review
these codes to make sure they comply with
the new regulations. Companies will need
to establish a process for rank-and-file em-
ployees to report code violations confiden-
tially to someone outside the ordinary cor-
porate chain of command.

� THE BEST WAY TO DRAFT A CODE OF ETHICS
all employees will follow is to bring to-
gether a multidisciplinary team from all
parts of the organisation. Employees must
then be trained in what the code means
using real-life dilemmas they might en-
counter on the job. Regular refresher
courses are important because ethics train-
ing is perishable — people forget.

� COMPANIES WITH AN EXISTING ETHICS CODE
UNLIKELY will need a new one. Still, busi-
nesses may want to revisit the code to make
sure they have a full-blown compliance
programme in place. Even though the Act
focuses on the CFO, the SEC expects the
entire organisation to comply with the law.

Executive Summary

“For each client, the auditor should sign a statement noting that it under-

stands and accepts the client’s code of ethics. This allows the outside

auditing firm to comport with the company’s internal environment … It

permits a level of independence and says, ‘We’re willing to obey and

abide by the same set of standards the organisation holds itself to.’”
Stuart C. Gilman, President, non-profit Ethics Resource Center, Washington, D.C.
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menting a code, Bruce Pfau, national prac-
tice leader for organisation measurements
at Watson Wyatt Worldwide has tried. A
survey his consulting company conducted
in 2000 found workers who believed their
company operated with honesty and integ-
rity showed higher levels of commitment
to their employer in terms of
job satisfaction and company
pride than those who judged
their employer to have low ethi-
cal values. Pfau also found com-
panies highly rated by their em-
ployees for honesty and integ-
rity produced, over the previ-
ous three years, a higher return
to shareholders (112 per cent)
than poorly rated companies
(76 per cent).

Putting Together a Code
With virtually all companies

needing a code of ethics so they
can avoid having to report they
don’t have one under Sarbanes-
Oxley, the task of developing
one from scratch need not be
too involved. The Financial Ex-
ecutives Institute has drafted a
one-page model code of ethics for senior
financial executives it says conforms to the
new law; it can be found on the
organisation’s website at www.fei.org. An-
other code developed by Parson Consult-
ing, a national consulting company
specialising in finance, accounting and
business systems is available at
www.parsonconsulting.com/sarbanes-mar-
ket_ position.asp.

But most experts say it would be far bet-
ter to create a code of ethics for the entire
company, one that applies to all employees
and builds on their input. Under the pro-
posed changes to the NYSE listing require-
ments, such a policy would be required of
all companies trading on the Big Board.

The challenge companies face —
whether creating an entirely new code or
reassessing and upgrading an existing one
to reflect Sarbanes-Oxley — is to draft a
document that isn’t just decoration on the
company bulletin board but instead helps
employees live up to the ethical standards
investors, legislators and regulators de-
mand. “We’re terrified here of what we call

the three Ps — the print, post and pray
syndrome,” says Gilman. “You print a code
of conduct, post it on the wall and pray
people actually read it.”

According to Gilman and other ethics
professionals, the correct approach is to
bring together a multidisciplinary team

from all parts of the organisation — fi-
nance, sales, human resources, operations,
marketing, executive — to draft a code,
communicate its importance to employees
and then involve them in seminars to help
understand how the code applies to them
and their colleagues. Finally, says Minne-
apolis-based ethics trainer Nan DeMars,
author of You Want Me To Do What? (Fire-
side, 1998), senior management must fol-
low through and hold people accountable
for complying with the code.

One way to make a code of ethics come
alive for employees, DeMars says, is for
human resources to plan training sessions
that engage them in discussions about real-
life or theoretical ethical dilemmas they
might expect to handle on the job. The
more specific the situations are to the par-
ticular company, the more valuable they
will be. DeMars gives these examples of
the types of questions she might pose in a
seminar: “You are the assistant to David
Duncan, lead auditor for Arthur Andersen.
You know the firm is about to be subpoe-
naed. He asks you to shred documents.

What would you do? Or, you are Sharon
Watkin’s assistant at Enron and you type
her memo to Ken Lay warning him of the
possibility Enron will implode if its current
accounting practices continue. Now that
you know the company is in trouble and
your boss is aware of this, what do you do?”

“You’ve got to take the words
as well as the legal require-
ments and translate them into
understandable practices,”
agrees John J. Castellani, presi-
dent of The Business
Roundtable, an association of
CEOs of leading corporations.
“Ultimately, doing so gives you
a very strong tool. When em-
ployees violate the policy, they
are dismissed.”

DeMars and others agree eth-
ics programmes don’t achieve
much when they are handed
down by senior management
with little input from other em-
ployees or when senior manag-
ers themselves fail to abide by
the code or neglect to stress its
importance. Enron had a rigor-
ous code of ethics, for example,

yet it fell victim to unethical behaviour in
part because its board of directors twice
voted to suspend the code to allow the
company’s former CFO, Andrew Fastow, to
launch business activities that created, for
him, a conflict of interest. Ethics profession-
als warn against viewing educational pro-
grammes as a once-and-done procedure.
“Ethics training is perishable,” Gilman says.
“People forget.” To deal with this problem,
companies should schedule regular re-
fresher courses for all employees.

Finding Help
While companies must enlist the coop-

eration of their own staff members to draft
a code of ethics that will resonate with
them, there’s plenty of outside help avail-
able, too. Among the Big Four accounting
firms, both Deloitte & Touche and
PricewaterhouseCoopers offer ethics con-
sulting services, says Gilman. So do some
law firms and a number of non-profit
organisations and academic centers.
Among the latter are Gilman’s own Ethics
Resource Center as well as the Ethics Of-

Ensuring Ethical Effectiveness

“We’re terrified here of what we call the three Ps

— the print, post and pray syndrome … You print

a code of conduct, post it on the wall and pray

people actually read it.”
Stuart C. Gilman
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The following organisations can help accoun-
tants who are charged with developing,
implementing or monitoring a corporation’s
code of ethics.

Ethics Officers Association
30 Church Street, Suite 331
Belmont, Massachusetts 02478
Tel: 617-484-9400
www.eoa.org

Ethics Resource Center
1747 Pennsylvania Avenue, NW,
Suite 400
Washington, D.C. 20006
Tel: 202-737-2258
www.ethics.org

Institute for Global Ethics
P.O. Box 563
Camden, Maine 04843
Tel: 207-236-6658
www.globalethics.com

Markkula Center for Applied Ethics
Santa Clara University
500 El Camino Real
Santa Clara, California 95053-0633
Tel: 408-554-5319
www.scu.edu/ethics

Practicing Law Institute
810 Seventh Avenue
New York, New York 10019-5818
Tel: 800-260-4PLI or 212-824-5710
www.pli.edu

Resources

ficers Association in Belmont, Massachu-
setts; the Institute for Global Ethics in
Camden, Maine; and the Markkula Center
for Applied Ethics at Santa Clara Univer-
sity in California. (See the sidebar for in-
formation on how to contact these and
other resources.)

Elsewhere, the non-profit Practicing Law
Institute in New York City of fers pro-
grammes on ethics and corporate compli-
ance several times a year, says McAvoy,
and has published a series of books on the
topic. All that said, Gilman cautions com-
panies against off-loading too much re-
sponsibility to outside consultants. “Ethics
are one of those things where you don’t
want someone doing an assessment and
charging you a lot of money to tell you what
you want to hear,” he explains. The best
ethics code is one drafted in-house.

Many companies that already have a
code of ethics are unlikely to need a new
one to respond to Sarbanes-Oxley, says at-
torney Tom Patton, a partner with Tighe
Patton Armstrong Teasdale PLLC in Wash-
ington, D.C. This is especially true since
the new law doesn’t require a company to
publish its set of guidelines but merely to
confirm it has one. “The statute defines a
code of ethics in very broad terms, so you
have to make sure your existing code
meets all of them; assuming it does, you
probably don’t need to develop a new one,”
he says.

Stephen Hill Jr., a partner with the Kan-
sas City, Missouri law firm Blackwell Sand-
ers Peper Martin LLP, concurs but adds
companies may still want to review their
code point by point to make sure it covers
all of the provisions in the new law and that
they have a “full-blown compliance
programme in place.” The proposed SEC
regulations under Sarbanes-Oxley make it
clear the code should promote “compliance
with applicable government laws, rules and
regulations.”

At many companies, such reviews are
already under way. “A number of compa-
nies are taking a hard look at their codes
and making sure they’re current and shar-
ing them with their boards of directors,”
says Deloitte & Touche ’s McAvoy.
“They’re also taking a look at the financial
reporting aspects and making sure they
are as robust as they can be.” Meanwhile,

the Ethics Officers Association reports that
about 100 companies have hired ethics of-
ficers through October of 2002 alone.

Hill says his firm is telling clients their
entire organisation, not just the CFO, must
be prepared to deal with compliance issues.
“Sarbanes-Oxley covers the CFO, but in its
October 16 statement, the SEC makes it
clear it ’s going to expect the entire
organisation to comply with the law,” Hill
says. By way of example, the proposed SEC
regulations mandate that a company’s code
of ethics apply not only to senior financial
executives but also to the “principal execu-
tive officer,” even though that position was
not specified in the Act.

According to the London-based Institute
of Business Ethics (IBE) (www.ibe.org.uk),
a code of ethics should include a preface,
signed by the chairman or CEO, explain-
ing what values are important to top man-
agement in conducting the business. It
should then cover these key areas:
� The purpose of the business and its val-

ues.

� Employee relations including working
conditions, recruiting, training, discrimi-
nation policies and use of company as-
sets by employees.

� Customer relations guidelines.

� The importance of protecting the invest-
ment made by shareholders or other in-
vestors.

� Relationships with suppliers.

� How the company relates to society as
well as to the wider business community.

� How the company will implement the
code, including training.

The IBE also advises any company draft-
ing a code to find a champion — hopefully
the CEO — who is prepared to drive the
introduction of a business ethics policy.
Without this support, there is little chance
the company will find the code a useful tool.
The board of directors should also endorse
the ethics policy.

Will it Work?
Whether any of this will prevent unethi-

cal behaviour is uncertain, although most
experts say codes can make a difference
when companies develop and implement
them properly. “There’s nothing we can do
to prevent a crook from stealing if he or
she wants to,” says ethics committee mem-
ber Wilgenbusch. “If people are greedy, a
code won’t prevent them from behaving un-
ethically. But if the CEO gets the
company’s top 20 people in a room and
says, ‘We’re going to adhere to both the
spirit and letter of the law; we’re going to
play by the rules in every sense of the word
and anybody who steps across that line of
ethical behaviour not only will be dis-
charged immediately but prosecuted to the
full extent of the law,’ then you are going
to avoid unethical behaviour.” That’s a goal
every accountant can endorse.

Randy Myers is an award-winning business and
financial writer and a contributing editor at CFO,
Corporate Board Member and Plan Sponsor
magazines. This article first appeared in the
American Institute of Certified Public Accoun-
tants’ Journal of Accountancy, and is reprinted
with permission. The International Federation of
Accountants’ (IFAC) Professional Accountants in
Business (PAIB) Committee selected the article
as the winner of its Articles of Merit 2004 Com-
petition, an award programme for distinguished
contribution to Management Accounting.

AT
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An Asia-Pacific wide KPMG sur-
vey of corporations and private
equity funds has clearly dem-
  onstrated that organisations

that adopt a strategic and structured ap-
proach to the disposal of businesses are
far more likely to realise their initial value
expectations than those who do not.

The survey, targeting decision-makers
from major companies, found that at least
half of the corporate respondents com-
pleted their most recent disposals at a price
equal to or above their pre-deal valuations

however, virtually an equal number failed
to meet their expectations.

Some of this apparent ‘loss of value’
could be attributed to unrealistic value ex-
pectations, says Gan Ah Tee, Head of
KPMG Malaysia’s Transaction Services
practice. On the other hand, it could also
be due to issues that occurred during the
deal.

“In order to identify any value eroded
during the deal (which happened to 35 per
cent of the corporate respondents) and
separate it from unrealistic expectations,

we asked respondents to quantify any
movement in value between the preferred
bidder stage and final outcome.

“In those cases, we found that 19 per cent
of corporate respondents said that deal
value was eroded by 20 per cent or more
during the process, while a further 37 per
cent advised that the decline in value was
between 10 and 20 per cent,” says Gan in a
statement released recently.

The KPMG Asia-Pacific Disposals Sur-
vey examined current approaches to busi-
ness disposals in Australia, China, Indone-
sia, Japan, South Korea, Malaysia,
Singapore and Thailand.

The survey consisted of telephone inter-
views with decision-makers in 80 leading
Asia-Pacific corporations and with 20 indi-
viduals from leading regional private eq-
uity funds with combined funds under man-
agement of over A$6 billion. These re-
sponses were supplemented with in-depth
interviews.

The survey aimed to elucidate the plan-
ning processes and structures of success-
ful disposals in order to identify best prac-
tices.

The survey discussed a number of fac-
tors that contribute to this expected deal
value decline, such as too much disruption
to the business being disposed, more ex-
tended warranties and indemnities neces-
sary than expected, and too many unpleas-
ant surprises.

Of these, delays in finalising disposal
processes were cited as the key risk to be
managed.

“A quick sale is not necessarily a good
sale, but neither is a slow one — delays in
completing a transaction emerged as the

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

PACE AND PLANNING KEY TO

Disposal Success
KPMG SURVEY
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most notable issue of concern for Asia-Pa-
cific businesses during the disposal pro-
cess.

“Seventy per cent of corporate and 50 per
cent of private equity respondents identi-
fied the speed of the transaction as the
most serious issue during a disposal These
delays directly impact value as businesses
earmarked for disposal tend not to increase
in value, the process typically erodes man-
agement, employee, customer and vendor
confidence,” said Gan.

Not every disposal was completed at less
than expectations — indeed 25 per cent of
corporate respondents achieved higher
than expected selling prices, while the pro-
fessional deal makers, private equity
houses, did twice as well with 50 per cent
obtaining more than expected.

“These results reflect the deep deal ex-
perience evident in private equity houses
as a core competency compared to corpo-
rations who trade businesses far less fre-
quently.

“Private equity houses tend to adopt a
more structured approach to the disposal
process than corporations do. Timely and

Pace and Planning Key to Disposal Success: KPMG Survey

Survey highlights
� 88 per cent of respondents consid-

ered disposals to be an integral part
of corporate strategy.

� 80 per cent of corporate respondents
and 90 per cent of private equity re-
spondents reported that disposals
are given the same priority as acqui-
sitions.

� 90 per cent of corporations reported
the strategic objective of disposals
was to increase shareholder value,
83 per cent said it was to emphasise
core competencies and 82 per cent
agreed it was to improve profitabil-
ity.

� Four out of five private equity re-
spondents feel that minimising war-
ranties and indemnities is a key tac-
tical objective of the process.

profitable disposal is a key part of the pri-
vate equity modus operandi, where it is
not a core skill set for many corporations.
Private equity managers tend to focus

more closely on minimising post transac-
tion warranties and indemnities, which re-
flect their need to achieve a clean sale in
order to make an early distribution of
sales proceeds. A key determinant of the
more successful outcomes of private eq-
uity houses appears to be that they rate
‘finding the right buyer’ as an opportunity
twice as highly as did the corporate re-
spondents.

“In regards to risk, private equity houses
consider closing the sale to be their area
of highest risk in the overall disposal pro-
cess while corporations regard pre-sale
due diligence as theirs,” said Gan.

The scorecard for private equity funds,
however, wasn’t all straight ‘A’s.

“Higher than expected deal costs were
the most common post-transition issue for
private equity respondents. This was a sur-
prising find given that deal making is con-
sidered a key competency for private eq-
uity funds.

“On the whole, the performance of pri-
vate equity houses sets a benchmark for
corporations to work towards in terms of
disposals,” said Gan. AT
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Supercharging
YOUR BUSINESS THROUGH

Creativity
by Yew Kam Keong

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

One of the greatest obstacles
to success in business is past
successes. Successful busi-
nesses tend to bask in the

glory of past successes rather than apply-
ing the collective creativity of their people
to perpetuate success.

They spend too much time relying on the
winning formulas of the past and lose touch
with the present reality. However, in our fast
changing business environment, it is no
longer enough for companies to routinely go
about their businesses. In today’s highly
competitive world you’re either moving for-

ward or you are lagging behind. You con-
stantly have to innovate just to keep ahead
of your competitors.

The most underutilised resource in busi-
ness today is the collective brainpower avail-
able in the company. It has been reported
that the average person uses less than five
per cent of their brainpower. A surprise find-
ing is that for most companies, the collec-
tive brainpower usage percentage actually
decreased rather than increased. This is be-
cause thinking is compartmentalised, fac-
tions and functions compete against each
other and too many people are sidelined
from the thinking processes of the company.

In a world where competitors can under-
cut us in pricing, outspend us in market-
ing and promotion, copy our technologies
and clone our trade secrets, our ability to
think creatively in order to innovate our
business is our only true competitive ad-
vantage. Business innovation is about rais-
ing the top-line and not unduly focusing
on the bottom-line. Supercharge your
business through creativity!
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Supercharging Your Business Through Creativity

The B.U.S.I.N.E.S.S Formula for
Creativity

I have devised a B.U.S.I.N.E.S.S For-
mula for Creativity as follows:

The first part B.U.S.I deals with how to
manage your business creatively. The sec-
ond part N.E.S.S provides tips on how to
manage your company creatively with par-
ticular reference to tapping into the collec-
tive creativity of your people.

B : Be different
Don’t do things better than your com-
petitors, do things differently. Do not
compete, stand out from the competi-
tion.

U : Use Technology
Leverage on the power of technology.
Harness the power of the internet for
your business.

S : Sell Imagination
Imagination is the most profitable
product in the world! Incorporate
imagination into your products or ser-
vices.

I : Innovate Constantly
Innovate constantly. Kill your own prod-
ucts before your competitors do.

N : Nurture Creativity
Institute a Creativity Culture through-
out your company. It begins with cre-
ative leadership.

E : Energise Minds
Provide training on creative thinking to
all levels of people in your company. Cre-
ativity once trained is a life-long skill that
brings immense and long-term benefits
to your company, providing the best re-
turns on imagination.

S : Source Expertise
Use all the brains you have and bor-
row those that you need. If you are part
of the forest, you see only trees. You
need an outsider to provide a view of
the forest, that is an overview of your
company.

S : Stimulating Meetings
In most organisations, meetings take
away the most time. Conducting cre-
ative meetings can half the time and
double the results.

Be different
The essence of Creativity in Business is

not about doing things better than your
competitors. It is about doing things dif-
ferently from your competitors. There is
no need to compete but there is a need to
innovate to stand out from the competi-
tion.

An excellent illustration of this practise
comes from WalMart, the number one
company in Fortune 500 and the largest
supermarket chain store in the US with a
business turnover of several hundred bil-
lion US dollars. The founder of WalMart,
Sam Walton used this principle in building
up his business. His guiding principle was:
I study my competition and do exactly the
opposite.

Sam Walton observed that the major
supermarket chains began their business
in big cities. He thus resolved to do the

opposite by locating his WalMart super-
markets in small towns, the first one was
established in a small town called
Bentonville, Arkansas. Thus the expansion
of his supermarket chain of stores went
unnoticed until it was too late for his com-
petitors to stop him.

Another standard practice of the super-
markets at that time was having regular
sales promotions. Sam Walton decided not
to have any sales but instead instituted a
policy of Everyday Low Prices. In effect, it
was like having a sale everyday!

Use Technology
According to Bill Gates, we use ma-

chines in the past to leverage our muscles,
we use technology today to leverage our
minds. With the power of technology to-
day, it is possible for a small upstart com-
pany to beat the giants. A case in point is

“In a world where competitors can undercut us in pricing, outspend

us in marketing and promotion, copy our technologies and clone our

trade secrets, our ability to think creatively in order to innovate our

business is our only true competitive advantage.”
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the making and marketing of the
blockbuster movie The Blair Witch
Project.

The Blair Witch Project, a low-bud-
get horror film was made by people
totally unknown in the film indus-
try with an unheard of budget of
only US$35,000; in Hollywood terms
almost zero. The quality of the film
is atrocious as it was made using the
ordinary handycam video camera.
At times the hand holding the cam-
era was shaky and all that was
shown was only grass. Yet it took
the movie world by storm and was
featured in the international media
like Time and Newsweek magazines
and the television media giant CNN.
The film was a box-office hit and
grossed US$250 million beating
many of the big budget movies from
Hollywood. How was this possible?

The answer lies in leveraging
imagination over the internet. The
story about the movie was circu-
lated widely over the internet. Those who
received it in turn e-mailed it to their
friends creating a pent-up demand to
watch the movie. It was suspected that the
filmmakers and their distributor were
seeding the web with fan sites loaded with
rave reviews of the movie.

Three film students set out into the Black
Hills Forest to make a documentary on the
legendar y Blair Witch. Armed with a
handycam video-camera and audio-record-
ers, they record every step, word and
sound. After wandering around the Black
Hills Forest, the threes students, Heather,
Josh, and Mike are cold, lost and hunted.
Finally, one night after the last ray of light
had left the forest black, they were never
to be seen again. One year later, a bag full
of video and audiotapes were found. The
behind the scenes, video footage and the
film, are cut together, and this is …“The
Blair Witch Project.”

The amateurish nature of the movie
makes it very believable to those who
watched it.

Sell Imagination
Imagination is the most profitable prod-

uct in the world! It accounts for more than
42 per cent of the export value of the great-

Supercharging Your Business Through Creativity

first strategy is to set unreasonable
business targets. If you normally set
a business growth of, say 20 per
cent, change it to 500 per cent. It is
only by setting what most people
consider to be outrageous targets
that will force your people into out-
of-the-box thinking. Following the
traditional way of doing business
will definitely be out. You may need
to innovate practically every aspect
of your business.

Two companies that practice this
strategy are HP and Intel. They in-
novate all the time. Their common
policy is to kill their own products
before their competitors do. HP in-
troduces new printers while the pre-
vious models are still selling well.
Likewise, Intel brings out a new
computer chip while the previous
one is still popular. This means that
their competitor will have a tough
time just catching up.

Nurture Creativity
The famous quality gur u Edward

Demings says that 94 per cent of all busi-
ness failures are due to systems failures.
The same is true for nurturing creativity
for business in your company. You need to
establish a system that can tap into the
collective brainpower of your organisation.
Every worker is a potential source of ideas
but most importantly creativity has to start
at the top. In my best-selling book, You Are
Creative — Let Your Creativity Bloom, I
have provided 10 Guidelines on how to
build a corporate creativity culture.

Energise Minds
Companies spend a lot of money devel-

oping their people by sending them to at-
tend all sorts of training programmes.
While they are useful, there is usually very
little follow-up. As a result training be-
comes an expense item rather than an in-
vestment. Perhaps it is time to change this
approach and focus on a long-term
programme to develop skills in creative
thinking. This is necessary to energise
minds to unleash their creative brainpower,
the most important asset for sustainable
competitiveness for your company.

There are seven reasons why training in

“Imagination is the most profitable product in

the world! It accounts for more than 42 per

cent of the export value of the greatest

economy in the world, the US”

est economy in the world, the US. Bill
Gates company, Microsoft, for example
sells highly profitable software which are
basically the product of human imagina-
tion. The material cost of CDs where the
softwares are embedded is almost zero
compared to its selling price. Other prod-
ucts of human imagination exported by the
US are Hollywood movies, entertainment
products like songs, music and technology
licensing.

Human imagination is also the major
driving force of the other economies of the
developed world contributing more than 50
per cent to their economic growth.

Fortune magazine did a study on Nike
shoes. It compared the income of the CEO
in the US with the total combined income
of one of its largest shoe manufacturing
plants in Indonesia with over 15,000 work-
ers. Guess who won? The CEO won by a
wide margin. The reason is obvious — the
CEO uses his imagination while the work-
ers use their hands.

Innovate Constantly
Gary Hamel in his best-selling book,

Leading the Revolution recommends 10
business strategies for business success
and to build a billion-dollar company. The
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Supercharging Your Business Through Creativity

creativity thinking is the best investment
that you will ever make for the long-term
success of your company:

� Wealth Creation;

� Best ROI (Return On Investment);

� Sustainable Business Competitiveness
and Growth;

� Innovation For Greater Efficiency And
Effectiveness;

� Life-long Skills in Ideas Generation and
Problem-solving;

� Leveraging On The Imagination Of Your
People; and

� Self-Esteem and Personal Fulfilment.

Source Expertise
Use all the brains you have and borrow

those that you need. If you are part of the
forest, you see only trees. You need an
outsider to provide a view of the forest, that

is an overview of your company. Look for
experts that will help you to build a cre-
ative business organisation. They could
facilitate meetings and discussions and
provide consultancy that will add vibrancy
to your business.

Stimulating Meetings
According to a Wall Street Journal sur-

vey, meetings account for the greatest
amount of unproductive time topping
telephone calls, e-mails, paperwork, travels
and office gossips. Despite the advent of
advanced telecommunications technology,
there is still no escape from meetings. Meet-
ings are essential for the conduct of a busi-
ness. The problem is how to have stimulat-
ing meetings that are more creative, effi-
cient, productive and results-oriented.

I have created a system whereby it is
possible to conduct meetings in half the
time and double the results.

Conclusion
The only thing predictable about the

business environment is change. The only
way to cope with change is to tap into the
creative thinking power of your people.
Weak and sloppy thinking is a threat to
business. It is easy to fall into a state of
complacency and difficult to get out of it.
If you are to be a highly effective competi-
tor you must nurture your one true com-
petitive advantage; how well your people
think together. You cannot afford to side-
line a large percentage of your available
brainpower. Rather, leaders must take ac-
tion to build the thinking capacity of the
organisation as a whole. The choice is
yours and it is simple, get creative or
perish.

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.

AT
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NEW RULES MEAN VIRTUALLY EVERY
COMPANY WILL NEED A CODE OF ETHICS

Ensuring Ethical
Effectiveness

by Randy Myers

Stung by the high-profile accounting scandals that drove some of the nation’s leading
companies into bankruptcy court, Congress and other regulatory authorities have taken
up their pens in an attempt to legislate business behaviour. The Sarbanes-Oxley Act,
which President Bush signed into
law in July of 2002, requires publicly
traded companies to disclose whether
they have adopted a code of ethics for
their senior financial officers, and
if not, why. They must also report
promptly any amendments to or
waivers from the code.
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Ensuring Ethical Effectiveness

The New York Stock Exchange,
meanwhile, proposed new cor-
porate governance standards
which — if the SEC approves

them — would require companies traded
on that exchange to adopt corporate gover-
nance guidelines and a code of business
conduct and ethics for all employees. CPAs
can help employers or clients navigate these
new rules and create a code of ethics that
complies with all of the requirements.

Nuts and Bolts
For companies that choose to adopt a set

of ethics guidelines in response to
Sarbanes-Oxley — and few will run the risk
of not doing so given the negative message
it would send to investors, regulators and
potential litigants — Section 406 of the Act
says the code should seek to ensure that
senior financial executives

� Conduct themselves honestly
and ethically, particularly in han-
dling actual or apparent conflicts
of interest.

� Provide full, fair, accurate, timely
and understandable disclosure
in the periodic reports their em-
ployers file with the SEC.

� Comply with all applicable gov-
ernment laws, rules and regula-
tions.
Even for CPAs who don’t toil as

principal financial officers, comp-
trollers or principal accounting of-
ficers — job titles Sarbanes-Oxley
specifically targets — the new law
introduces a raft of issues. As in-
terpreted by the SEC in the proposed rule-
making notice it issued on 16 October 2002,
Sarbanes-Oxley does more than suggest
companies have a code of ethics for senior
financial executives.

Once SEC rules are finalised, Section
404 of the Act will require publicly traded
companies to file in their annual reports
an “internal control report” that outlines
what steps management has taken to es-
tablish and maintain adequate internal con-
trols and financial reporting procedures,
as well as management’s conclusions about
the effectiveness of those controls and pro-
cedures — a report CPAs and corporate
finance departments likely will have a hand

in drafting. The repor t must say the
company’s public accountant has attested
to, and reported on, management’s evalu-
ation of the company’s internal controls
and financial reporting procedures. The
company must include a copy of the
auditor’s attestation in its annual report.

What’s not clear, says CPA Sherrie
McAvoy, national director of corporate
compliance and ethics services for Deloitte
& Touche in Dallas, is whether an exter-
nal auditor would be required to formally
audit a client’s compliance with its own
code of ethics. While her initial suspicion
is it would not, she says it won’t be clear
until the SEC issues final regulations. An

SEC spokesman notes that Sarbanes-Oxley
gave the agency 180 days from the date of
the law’s enactment, or roughly until the
end of January 2003, to issue final rules.

CPA Richard Steinberg, head of the cor-
porate governance practice for
PricewaterhouseCoopers in Florham Park,
New Jersey, takes a similar view. “As they
look at internal controls, the external audi-

tors are going to focus on this (the code of
ethics),” he says. “Not that they’re going to
audit it, but they’ll consider it as they as-
sess the company’s control environment.”

Incremental Change
Those counting on ethics codes to

change corporate behaviour may be sur-
prised to learn that most public companies
— at least those in the Fortune 1000 — al-
ready have them. When  the US Federal
Sentencing Guidelines became law in 1991,
they listed seven elements of an effective
corporate compliance programme judges
could take into consideration when sen-
tencing corporations for federal offenses.

Most large public companies
quickly realised the value of incor-
porating these elements into their
operations, if only as risk-manage-
ment tools. Among them was es-
tablishing compliance standards
and procedures — other wise
known as a code of conduct or
ethics.

Today, says McAvoy, surveys
her firm conducted show approxi-
mately 95 per cent of Fortune
1000 companies have a code of
conduct. Stuart C. Gilman, presi-
dent of the non-profit Ethics Re-
source Center in Washington,

D.C., says many private companies have
such guidelines as well; he estimates that
altogether there are more than 3,000 eth-
ics officers working in the US.

What’s dif ferent now that Sarbanes-
Oxley is on the books? According to
McAvoy, the new law puts more emphasis
on financial reporting, particularly its ac-
curacy. This could translate into more re-

York City

In an informal poll
of 291 executives,
44% of respondents
said their company
did not have a formal
code of ethics in
place. The survey
was conducted in
August and
September of 2002

YES
%56%

NO
44%

In Search of a Policy

“What’s not clear … is whether an external auditor would be required

to formally audit a client’s compliance with its own code of ethics”
CPA Sherrie McAvoy, national director

corporate compliance and ethics services, Deloitte & Touche, Dallas

“As they look at internal controls, the external auditors are going to focus

on this (the code of ethics) … Not that they’re going to audit it, but they’ll

consider it as they assess the company’s control environment.”
CPA Richard Steinberg, head of the corporate governance practice,

PricewaterhouseCoopers, Florham Park, New Jersey
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sponsibility for CPAs. Section 301 also
mandates that companies put in place a
mechanism for employees to raise con-
cerns about financial reporting matters  —
confidentially and anonymously. The SEC’s
proposed rules for implementing Section
406 go on to say the code of ethics should
identify the person or persons to whom em-
ployees should deliver those anonymous
reports.

Establishing a process for rank-and-file
employees to confidentially report code vio-
lations is a critical component of any ethics
programme, according to McAvoy. Most of
the companies that already have established
such procedures assign a case number to
each complaint or tip an employee makes
so he or she can track its progress. In addi-
tion, the person to whom employees report
alleged violations is generally someone out-
side the ordinary chain of corporate com-
mand — an ethics or compliance officer, for
example, or an ombudsman — who none-
theless has access to the company’s top ex-
ecutives and its board of directors.

The WorldCom case amply illustrated
the perils of having employees report com-
plaints to a senior executive with routine
corporate responsibilities.

Internal auditors who uncovered the
company’s accounting fraud reported it to
the company’s then CFO Scott Sullivan.
The federal government now alleges
Sullivan instigated the fraud and attempted
to block the internal investigation. Accord-
ing to an in-depth report The Wall Street
Journal published in October of 2002,
WorldCom didn’t finally acknowledge,
make public and address the fraud until its
vice-president of internal audit, Cynthia
Cooper, took damaging evidence to the
company’s audit committee.

Many CPAs will have a role in helping
companies comply with Sarbanes-Oxley.
Certainly, those in corporate finance de-
partments can be expected to be involved
in drafting or reviewing those portions of
their company’s code dealing with finan-
cial matters, says Nancy Wilgenbusch,
president of Marylhurst University in Port-
land, Oregon, and a member of the AICPA
ethics committee. The portions of the code
CPAs might handle would range from in-
sider trading to appropriate and accurate
expense reporting, acting as good stew-

ards of company assets, avoiding conflicts
of interest and assuring accurate corporate
communications with the public. In re-
gards to the code of ethics including quan-
tifiable measures of accountability con-
cerning items such as insider trading or
entertainment expense reporting, for ex-

ample, Wilgenbusch says CPAs are ideally
suited, by virtue of their training and pro-
fessional expertise, to evaluate or test the
results.

External auditors would also appear to
have a role in assessing compliance with
codes of ethics, if only in the context of a
code’s being part of a company’s internal
control process. Gilman encourages out-
side auditors to go a step further: For each
client, the auditor should sign a statement
noting that it understands and accepts the
client’s code of ethics. “This allows the out-
side auditing firm to comport with the
company’s internal environment,” Gilman
says. “It permits a level of independence
and says, ‘We’re willing to obey and abide
by the same set of standards the
organisation holds itself to.’”

Doing it Right
A number of companies — including

Raytheon and Texas Instruments — have
been widely recognised for the scope and
quality of their ethics programmes.
Raytheon makes ethics training a require-
ment for every employee, all the way up to
the CEO. Texas Instruments’ employee
ethics handbook dates to 1961 and the
company has received three ethics awards
for its leadership in the field. Texas Instru-
ments also provides employees with a busi-
ness-card-sized pamphlet that serves as a
“quick test” for workers faced with an ethi-
cal dilemma.

� Is the action legal?

� Does it comply with our values?

� If you do it, will you feel bad?

� How will it look in the newspaper?

� If you know its wrong, don’t do it.

� If you’re not sure, ask.

� Keep asking until you get an answer.

While it’s difficult to calculate a hard re-
turn on investment for drafting and imple-

Ensuring Ethical Effectiveness

� THE SARBANES-OXLEY ACT NOW REQUIRES
PUBLICLY traded companies to disclose
whether they have adopted a code of eth-
ics for senior financial officers. In addition,
the New York Stock Exchange is consider-
ing new rules that would require listed
companies to have a code of business con-
duct that applies to all employees.

� UNDER THE ACT THE SEC REQUIRES COMPA-
NIES to file an internal control report with
their annual report outlining management’s
responsibilities for establishing and main-
taining adequate internal controls as well as
its conclusions about the effectiveness of
those controls. The company’s auditor must
attest to management’s evaluation.

� MANY COMPANIES ALREADY HAVE ETHICS
CODES. With the emphasis in Sarbanes -
Oxley on financial reporting, CPAs may
want to help employers and clients review
these codes to make sure they comply with
the new regulations. Companies will need
to establish a process for rank-and-file em-
ployees to report code violations confiden-
tially to someone outside the ordinary cor-
porate chain of command.

� THE BEST WAY TO DRAFT A CODE OF ETHICS
all employees will follow is to bring to-
gether a multidisciplinary team from all
parts of the organisation. Employees must
then be trained in what the code means
using real-life dilemmas they might en-
counter on the job. Regular refresher
courses are important because ethics train-
ing is perishable — people forget.

� COMPANIES WITH AN EXISTING ETHICS CODE
UNLIKELY will need a new one. Still, busi-
nesses may want to revisit the code to make
sure they have a full-blown compliance
programme in place. Even though the Act
focuses on the CFO, the SEC expects the
entire organisation to comply with the law.

Executive Summary

“For each client, the auditor should sign a statement noting that it under-

stands and accepts the client’s code of ethics. This allows the outside

auditing firm to comport with the company’s internal environment … It

permits a level of independence and says, ‘We’re willing to obey and

abide by the same set of standards the organisation holds itself to.’”
Stuart C. Gilman, President, non-profit Ethics Resource Center, Washington, D.C.
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menting a code, Bruce Pfau, national prac-
tice leader for organisation measurements
at Watson Wyatt Worldwide has tried. A
survey his consulting company conducted
in 2000 found workers who believed their
company operated with honesty and integ-
rity showed higher levels of commitment
to their employer in terms of
job satisfaction and company
pride than those who judged
their employer to have low ethi-
cal values. Pfau also found com-
panies highly rated by their em-
ployees for honesty and integ-
rity produced, over the previ-
ous three years, a higher return
to shareholders (112 per cent)
than poorly rated companies
(76 per cent).

Putting Together a Code
With virtually all companies

needing a code of ethics so they
can avoid having to report they
don’t have one under Sarbanes-
Oxley, the task of developing
one from scratch need not be
too involved. The Financial Ex-
ecutives Institute has drafted a
one-page model code of ethics for senior
financial executives it says conforms to the
new law; it can be found on the
organisation’s website at www.fei.org. An-
other code developed by Parson Consult-
ing, a national consulting company
specialising in finance, accounting and
business systems is available at
www.parsonconsulting.com/sarbanes-mar-
ket_ position.asp.

But most experts say it would be far bet-
ter to create a code of ethics for the entire
company, one that applies to all employees
and builds on their input. Under the pro-
posed changes to the NYSE listing require-
ments, such a policy would be required of
all companies trading on the Big Board.

The challenge companies face —
whether creating an entirely new code or
reassessing and upgrading an existing one
to reflect Sarbanes-Oxley — is to draft a
document that isn’t just decoration on the
company bulletin board but instead helps
employees live up to the ethical standards
investors, legislators and regulators de-
mand. “We’re terrified here of what we call

the three Ps — the print, post and pray
syndrome,” says Gilman. “You print a code
of conduct, post it on the wall and pray
people actually read it.”

According to Gilman and other ethics
professionals, the correct approach is to
bring together a multidisciplinary team

from all parts of the organisation — fi-
nance, sales, human resources, operations,
marketing, executive — to draft a code,
communicate its importance to employees
and then involve them in seminars to help
understand how the code applies to them
and their colleagues. Finally, says Minne-
apolis-based ethics trainer Nan DeMars,
author of You Want Me To Do What? (Fire-
side, 1998), senior management must fol-
low through and hold people accountable
for complying with the code.

One way to make a code of ethics come
alive for employees, DeMars says, is for
human resources to plan training sessions
that engage them in discussions about real-
life or theoretical ethical dilemmas they
might expect to handle on the job. The
more specific the situations are to the par-
ticular company, the more valuable they
will be. DeMars gives these examples of
the types of questions she might pose in a
seminar: “You are the assistant to David
Duncan, lead auditor for Arthur Andersen.
You know the firm is about to be subpoe-
naed. He asks you to shred documents.

What would you do? Or, you are Sharon
Watkin’s assistant at Enron and you type
her memo to Ken Lay warning him of the
possibility Enron will implode if its current
accounting practices continue. Now that
you know the company is in trouble and
your boss is aware of this, what do you do?”

“You’ve got to take the words
as well as the legal require-
ments and translate them into
understandable practices,”
agrees John J. Castellani, presi-
dent of The Business
Roundtable, an association of
CEOs of leading corporations.
“Ultimately, doing so gives you
a very strong tool. When em-
ployees violate the policy, they
are dismissed.”

DeMars and others agree eth-
ics programmes don’t achieve
much when they are handed
down by senior management
with little input from other em-
ployees or when senior manag-
ers themselves fail to abide by
the code or neglect to stress its
importance. Enron had a rigor-
ous code of ethics, for example,

yet it fell victim to unethical behaviour in
part because its board of directors twice
voted to suspend the code to allow the
company’s former CFO, Andrew Fastow, to
launch business activities that created, for
him, a conflict of interest. Ethics profession-
als warn against viewing educational pro-
grammes as a once-and-done procedure.
“Ethics training is perishable,” Gilman says.
“People forget.” To deal with this problem,
companies should schedule regular re-
fresher courses for all employees.

Finding Help
While companies must enlist the coop-

eration of their own staff members to draft
a code of ethics that will resonate with
them, there’s plenty of outside help avail-
able, too. Among the Big Four accounting
firms, both Deloitte & Touche and
PricewaterhouseCoopers offer ethics con-
sulting services, says Gilman. So do some
law firms and a number of non-profit
organisations and academic centers.
Among the latter are Gilman’s own Ethics
Resource Center as well as the Ethics Of-

Ensuring Ethical Effectiveness

“We’re terrified here of what we call the three Ps

— the print, post and pray syndrome … You print

a code of conduct, post it on the wall and pray

people actually read it.”
Stuart C. Gilman
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Ensuring Ethical Effectiveness

The following organisations can help accoun-
tants who are charged with developing,
implementing or monitoring a corporation’s
code of ethics.

Ethics Officers Association
30 Church Street, Suite 331
Belmont, Massachusetts 02478
Tel: 617-484-9400
www.eoa.org

Ethics Resource Center
1747 Pennsylvania Avenue, NW,
Suite 400
Washington, D.C. 20006
Tel: 202-737-2258
www.ethics.org

Institute for Global Ethics
P.O. Box 563
Camden, Maine 04843
Tel: 207-236-6658
www.globalethics.com

Markkula Center for Applied Ethics
Santa Clara University
500 El Camino Real
Santa Clara, California 95053-0633
Tel: 408-554-5319
www.scu.edu/ethics

Practicing Law Institute
810 Seventh Avenue
New York, New York 10019-5818
Tel: 800-260-4PLI or 212-824-5710
www.pli.edu

Resources

ficers Association in Belmont, Massachu-
setts; the Institute for Global Ethics in
Camden, Maine; and the Markkula Center
for Applied Ethics at Santa Clara Univer-
sity in California. (See the sidebar for in-
formation on how to contact these and
other resources.)

Elsewhere, the non-profit Practicing Law
Institute in New York City of fers pro-
grammes on ethics and corporate compli-
ance several times a year, says McAvoy,
and has published a series of books on the
topic. All that said, Gilman cautions com-
panies against off-loading too much re-
sponsibility to outside consultants. “Ethics
are one of those things where you don’t
want someone doing an assessment and
charging you a lot of money to tell you what
you want to hear,” he explains. The best
ethics code is one drafted in-house.

Many companies that already have a
code of ethics are unlikely to need a new
one to respond to Sarbanes-Oxley, says at-
torney Tom Patton, a partner with Tighe
Patton Armstrong Teasdale PLLC in Wash-
ington, D.C. This is especially true since
the new law doesn’t require a company to
publish its set of guidelines but merely to
confirm it has one. “The statute defines a
code of ethics in very broad terms, so you
have to make sure your existing code
meets all of them; assuming it does, you
probably don’t need to develop a new one,”
he says.

Stephen Hill Jr., a partner with the Kan-
sas City, Missouri law firm Blackwell Sand-
ers Peper Martin LLP, concurs but adds
companies may still want to review their
code point by point to make sure it covers
all of the provisions in the new law and that
they have a “full-blown compliance
programme in place.” The proposed SEC
regulations under Sarbanes-Oxley make it
clear the code should promote “compliance
with applicable government laws, rules and
regulations.”

At many companies, such reviews are
already under way. “A number of compa-
nies are taking a hard look at their codes
and making sure they’re current and shar-
ing them with their boards of directors,”
says Deloitte & Touche ’s McAvoy.
“They’re also taking a look at the financial
reporting aspects and making sure they
are as robust as they can be.” Meanwhile,

the Ethics Officers Association reports that
about 100 companies have hired ethics of-
ficers through October of 2002 alone.

Hill says his firm is telling clients their
entire organisation, not just the CFO, must
be prepared to deal with compliance issues.
“Sarbanes-Oxley covers the CFO, but in its
October 16 statement, the SEC makes it
clear it ’s going to expect the entire
organisation to comply with the law,” Hill
says. By way of example, the proposed SEC
regulations mandate that a company’s code
of ethics apply not only to senior financial
executives but also to the “principal execu-
tive officer,” even though that position was
not specified in the Act.

According to the London-based Institute
of Business Ethics (IBE) (www.ibe.org.uk),
a code of ethics should include a preface,
signed by the chairman or CEO, explain-
ing what values are important to top man-
agement in conducting the business. It
should then cover these key areas:
� The purpose of the business and its val-

ues.

� Employee relations including working
conditions, recruiting, training, discrimi-
nation policies and use of company as-
sets by employees.

� Customer relations guidelines.

� The importance of protecting the invest-
ment made by shareholders or other in-
vestors.

� Relationships with suppliers.

� How the company relates to society as
well as to the wider business community.

� How the company will implement the
code, including training.

The IBE also advises any company draft-
ing a code to find a champion — hopefully
the CEO — who is prepared to drive the
introduction of a business ethics policy.
Without this support, there is little chance
the company will find the code a useful tool.
The board of directors should also endorse
the ethics policy.

Will it Work?
Whether any of this will prevent unethi-

cal behaviour is uncertain, although most
experts say codes can make a difference
when companies develop and implement
them properly. “There’s nothing we can do
to prevent a crook from stealing if he or
she wants to,” says ethics committee mem-
ber Wilgenbusch. “If people are greedy, a
code won’t prevent them from behaving un-
ethically. But if the CEO gets the
company’s top 20 people in a room and
says, ‘We’re going to adhere to both the
spirit and letter of the law; we’re going to
play by the rules in every sense of the word
and anybody who steps across that line of
ethical behaviour not only will be dis-
charged immediately but prosecuted to the
full extent of the law,’ then you are going
to avoid unethical behaviour.” That’s a goal
every accountant can endorse.

Randy Myers is an award-winning business and
financial writer and a contributing editor at CFO,
Corporate Board Member and Plan Sponsor
magazines. This article first appeared in the
American Institute of Certified Public Accoun-
tants’ Journal of Accountancy, and is reprinted
with permission. The International Federation of
Accountants’ (IFAC) Professional Accountants in
Business (PAIB) Committee selected the article
as the winner of its Articles of Merit 2004 Com-
petition, an award programme for distinguished
contribution to Management Accounting.

AT
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An Asia-Pacific wide KPMG sur-
vey of corporations and private
equity funds has clearly dem-
  onstrated that organisations

that adopt a strategic and structured ap-
proach to the disposal of businesses are
far more likely to realise their initial value
expectations than those who do not.

The survey, targeting decision-makers
from major companies, found that at least
half of the corporate respondents com-
pleted their most recent disposals at a price
equal to or above their pre-deal valuations

however, virtually an equal number failed
to meet their expectations.

Some of this apparent ‘loss of value’
could be attributed to unrealistic value ex-
pectations, says Gan Ah Tee, Head of
KPMG Malaysia’s Transaction Services
practice. On the other hand, it could also
be due to issues that occurred during the
deal.

“In order to identify any value eroded
during the deal (which happened to 35 per
cent of the corporate respondents) and
separate it from unrealistic expectations,

we asked respondents to quantify any
movement in value between the preferred
bidder stage and final outcome.

“In those cases, we found that 19 per cent
of corporate respondents said that deal
value was eroded by 20 per cent or more
during the process, while a further 37 per
cent advised that the decline in value was
between 10 and 20 per cent,” says Gan in a
statement released recently.

The KPMG Asia-Pacific Disposals Sur-
vey examined current approaches to busi-
ness disposals in Australia, China, Indone-
sia, Japan, South Korea, Malaysia,
Singapore and Thailand.

The survey consisted of telephone inter-
views with decision-makers in 80 leading
Asia-Pacific corporations and with 20 indi-
viduals from leading regional private eq-
uity funds with combined funds under man-
agement of over A$6 billion. These re-
sponses were supplemented with in-depth
interviews.

The survey aimed to elucidate the plan-
ning processes and structures of success-
ful disposals in order to identify best prac-
tices.

The survey discussed a number of fac-
tors that contribute to this expected deal
value decline, such as too much disruption
to the business being disposed, more ex-
tended warranties and indemnities neces-
sary than expected, and too many unpleas-
ant surprises.

Of these, delays in finalising disposal
processes were cited as the key risk to be
managed.

“A quick sale is not necessarily a good
sale, but neither is a slow one — delays in
completing a transaction emerged as the

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

PACE AND PLANNING KEY TO

Disposal Success
KPMG SURVEY
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most notable issue of concern for Asia-Pa-
cific businesses during the disposal pro-
cess.

“Seventy per cent of corporate and 50 per
cent of private equity respondents identi-
fied the speed of the transaction as the
most serious issue during a disposal These
delays directly impact value as businesses
earmarked for disposal tend not to increase
in value, the process typically erodes man-
agement, employee, customer and vendor
confidence,” said Gan.

Not every disposal was completed at less
than expectations — indeed 25 per cent of
corporate respondents achieved higher
than expected selling prices, while the pro-
fessional deal makers, private equity
houses, did twice as well with 50 per cent
obtaining more than expected.

“These results reflect the deep deal ex-
perience evident in private equity houses
as a core competency compared to corpo-
rations who trade businesses far less fre-
quently.

“Private equity houses tend to adopt a
more structured approach to the disposal
process than corporations do. Timely and

Pace and Planning Key to Disposal Success: KPMG Survey

Survey highlights
� 88 per cent of respondents consid-

ered disposals to be an integral part
of corporate strategy.

� 80 per cent of corporate respondents
and 90 per cent of private equity re-
spondents reported that disposals
are given the same priority as acqui-
sitions.

� 90 per cent of corporations reported
the strategic objective of disposals
was to increase shareholder value,
83 per cent said it was to emphasise
core competencies and 82 per cent
agreed it was to improve profitabil-
ity.

� Four out of five private equity re-
spondents feel that minimising war-
ranties and indemnities is a key tac-
tical objective of the process.

profitable disposal is a key part of the pri-
vate equity modus operandi, where it is
not a core skill set for many corporations.
Private equity managers tend to focus

more closely on minimising post transac-
tion warranties and indemnities, which re-
flect their need to achieve a clean sale in
order to make an early distribution of
sales proceeds. A key determinant of the
more successful outcomes of private eq-
uity houses appears to be that they rate
‘finding the right buyer’ as an opportunity
twice as highly as did the corporate re-
spondents.

“In regards to risk, private equity houses
consider closing the sale to be their area
of highest risk in the overall disposal pro-
cess while corporations regard pre-sale
due diligence as theirs,” said Gan.

The scorecard for private equity funds,
however, wasn’t all straight ‘A’s.

“Higher than expected deal costs were
the most common post-transition issue for
private equity respondents. This was a sur-
prising find given that deal making is con-
sidered a key competency for private eq-
uity funds.

“On the whole, the performance of pri-
vate equity houses sets a benchmark for
corporations to work towards in terms of
disposals,” said Gan. AT
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M A N A G E M E N T  &  A C C O U N T I N G

People resist change. We don’t
like to be pushed beyond our
comfort zone, so we stick to the
familiar long after it has outlived

its value or usefulness. Witness the spread-
sheet. It has been a long time since it revolu-
tionised the accounting profession, yet the
old faithful remains a firm favourite with
many accountants — despite the availabil-
ity of more appropriate tools for many tasks.

“Today, systems are available that prom-
ise accurate information for planning, bud-
geting and forecasting, in a user-friendly
web-based environment,” says Richard

THE End OF THE Affair
by Lesley Meall

Accountants love their
spreadsheets. But as Lesley
Meall discovers, those who
make the break, can reap
big business benefits, and
improve the relationship
between finance and other
departments.

Barrett, VP global marketing with ALG
Software. “Extracting accurate financial
data from an array of spreadsheets remains
a dubious task,” he adds, “whether down
to the individual, the processes or the soft-
ware used.”

Nonetheless, accountants and their
spreadsheets can be hard to part. But the
need for increased visibility and transpar-
ency, and improved analysis and forecast-
ing, is driving a wedge between the pro-
fession and its favourite application. It’s still
a great general purpose tool, but today,
even the most conservative finance depart-

“Extracting accurate financial data from an array of spreadsheets

remains a dubious task … whether down to the individual, the

processes or the software used.”
Richard Barrett, Vice-President global marketing, ALG Software
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The End of the Affair

laborious number-crunching, and is able to
provide ad-hoc decision-making support to
the rest of the business, in areas such as
competitor analysis, and multi-channel and
multi-regional analysis. Previously, it often
took finance at least a day to come up with
an ad-hoc report for the business, now it
typically takes around an hour and a half.”
“The reaction from the users has been so
positive,” enthuses Carson. “They like the
flexibility of being able to quickly and eas-
ily re-orient the view of the data, whilst work-
ing with a spreadsheet-style product that
provides the same kind of instant recalcula-
tion when new numbers are entered.”

All of the budget holders involved in the
planning process now have full visibility to
the plans throughout the year, which pro-
vides them with buy-in and ownership of
both budgets and targets. “Between 70 and
80 users across five countries are now able
to enter their plans in a controlled fashion,
without being able to make changes that
compromise the integrity of the data,” ex-
plains Carson. The switch away from
spreadsheets has also given finance ‘more
thinking time’, and enabled it to add value

to the business — which would have been
impossible with the spreadsheet system.
“There’s definitely no going back now,” he
comments, as the parent company in the
US has also ditched spreadsheets in favour
of Enterprise Planning.

Relationships matter
In addition to giving the finance depart-

ment more time for analysis, the extra time
that finance gains by moving away from
spreadsheets of fers an opportunity to
strengthen relationships with other depart-
ments. “I used to have management ac-
countants who sat in offices and never
talked to people,” says Tony Holloway, fi-
nance director at Brunel University, “now
they get out and about and talk to the bud-
get holders.”

The impact of student loans and fees has
meant that the finance department at
Brunel needed to reorganise the way it
works. “We found that our existing system
was too slow and labour-intensive, and
couldn’t produce the depth of real-time in-
formation that was required,” reflects
Holloway. By using accounting software

ments are dumping the spreadsheet in
favour of more specialised tools in a host
of areas including budgeting, CRM, ex-
penses handling, and treasury manage-
ment — and reaping significant benefits.

These range from clearer audit trails,
improved data integrity and tighter control
for the finance department, through buy-in
from budget holders, to faster more flexible
reporting for the rest of the business; with
everyone involved saving time that can be
used more effectively and productively on
other tasks, as factual content provider the
Discovery Channel found when it replaced
a spreadsheet-based budgeting system with
a dedicated planning tool.

Better budgeting
Discovery Networks Europe (DNE) has

grown from one channel in the UK 15 years
ago, to become a major force in European
media industry. With its headquarters in
London, DNE now has offices in the Neth-
erlands, Germany, Poland and Denmark,
and employs more than 300 people. But over
the past five years, its European expansion
has highlighted the shortcomings of spread-
sheets as a performance management tool.

The finance department has been using
the Analyst module of Cognos Enterprise
Planning for five years, for the production
of plans using Excel spreadsheets. But this
made the annual budgeting process into a
complex and time-consuming process.
With hundreds of spreadsheets for distri-
bution and collection across 20 depart-
ments in five different countries, the fi-
nance team struggled to introduce integ-
rity into the spreadsheets prior to manual
aggregation, and departmental managers
felt disconnected from the final numbers.

Discovery wanted a more efficient solu-
tion, and greater flexibility when it came
to business modelling, viewing data by
programme feed, department, market, net-
work, year, currency, country, and so on.
The finance team wanted to spend more
time on analysis and less time on spread-
sheet construction.

“We decided to stick with Cognos Enter-
prise Planning,” says Paul Carson, business
planning manager at Discovery, “and pur-
chase the web-based Contributor module to
streamline our bottom-up planning process.”

“Finance now spends far less time on

“We decided to stick with Cognos Enterprise Planning … and

purchase the web-based Contributor module to streamline our

bottom-up planning process.”
Paul Carson, Business Planning Manager, Discovery Networks Europe
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from Symmetry, the Univer-
sity has improved and
speeded up the reporting
process and become more
accountable.

“The ability to distribute fi-
nancial information at regu-
lar intervals is a great boon
for all departments,” says
Holloway, explaining: “Be-
cause they are more aware
and in control of issues such
as cash flow and budget, it
minimises the risk of over
and under-spending.” As the
management accounting
team has more time to invest
in advising and meeting with
dif ferent depar tments,
rather than just collecting
and collating financial data,
it can be proactive rather
than reactive. “This makes
the university more account-
able and overall spending
more cost-ef fective,” says
Holloway.

The increased interaction
between finance and aca-
demics has also done won-
ders for relationships. “We
go and talk to them and they
come and talk to us,”
Holloway says, “so problems
can be identified before they
happen, and things can be
put right before they go
wrong.”

Beyond budgeting
Although budgeting is the area where

the spreadsheet is most likely to be supple-
mented or replaced with more sophisti-
cated tools, it isn’t the only area where
spreadsheets have become obsolete. They
have also been replaced to good effect with
applications for expenses processing, trea-
sury management, and sales processing.

Until recently, managing the expenses
management process was a monthly head-
ache for Andy Cole, business development
director with Swivel Technologies Ltd, a
software development and licensing com-
pany, and a frequent traveller to China and
the US. “My job in business development

The End of the Affair

means that I am responsible for develop-
ing key overseas markets, and this involves
a great deal of worldwide travel and expen-
diture each month,” he explains, adding:
“Co-ordinating my expenses is a big head-
ache, particularly when I’m on the move
in a foreign country.”

As is common with most business travel-
lers, he has to juggle receipts for cash pur-
chases, credit card transactions and mile-
age claims, all in different currencies. “At
Swivel we use an Excel-based manual re-
porting system to collate our expenditure,
coordinated by our back of fice finance
team,” says Cole, “it’s a time-intensive ex-
ercise and normally takes at least half a day

each month just to log and
manage my expense claim,
assuming I haven’t mislaid
any receipts while travelling.”
Unsurprisingly, Cole was
keen to find a new way of do-
ing his expenses that saved
time and minimised the
monthly frustration of prepar-
ing manual claims.

He solved his problem
with ExpenseWorld, devel-
oped by eXml Systems on
Microsoft.NET technology.
It’s a simple, mobile applica-
tion that improves expense
control — with multi-coun-
tr y, multi-cur rency and
multi-language implementa-
tions a key feature. It claims
a ‘world first’ in its use of
mobile phones, laptops and
PDA’s, to drive the capture
and management of busi-
ness expenses.

Cole says: “I started using
the application through the
online trial facility and was
instantly hooked. It has
turned my usual time-con-
suming expense chores into
a simple and accurate rou-
tine.” It now takes Cole less
than an hour each month to
check his claim, and has
made the process more effi-
cient both for him and the fi-
nance team. “In my view,”
Cole asserts, “ExpenseWorld

has already paid for itself in time savings.”

Cost concerns
Software and systems do not come

cheap: and cost concerns can be a major
barrier to software uptake. Asser tions
about return on investment often refer
to soft benefits rather than hard num-
bers, and businesses are understandably
keen to avoid investing in systems that
do not provide the payback they prom-
ise. Treasur y management specialist
SimCorp has overcome this problem, by
of fering its IT/2 system on a ‘try before
you buy’ basis.

SimCorp is so confident that users will

“I used to have management accountants who sat in

offices and never talked to people … now they get out

and about and talk to the budget holders.”
Tony Holloway, finance director at Brunel University
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begin to realise the benefits of the IT/2 soft-
ware within weeks, that it lets companies
install, try and test the software for up to
two months free of charge. It also provides
two days complimentary training to get
them started. It was an offer Norway’s larg-
est electricity distributor and retailer
couldn’t refuse, and Hafslund ASA recently
replaced its spreadsheet-based treasury
system with SimCorp’s dedicated front and
back-office treasury management solution.

After years of spreadsheet dependence,
Hafslund decided its treasury operation
had outgrown Excel. “Our treasury depart-
ment has grown to such an extent that we
needed a more robust system,” says Ketil
Wang, finance director with the electricity
company. Hafslund will use IT/2 to keep
track of loans, borrowings and interest

“… ExpenseWorld, developed by eXml Systems on

Microsoft.NET technology …  It claims a ‘world first’ in its

use of mobile phones, laptops and PDA’s, to drive the capture

and management of business expenses.

rates, as well as managing interest rate
derivatives and currency hedging of the
loan portfolio. “As well as keeping abreast
of all current activities, we can look at his-
torical data to see what has been carried
out and how it has performed,” explains
Wang. “It covers most of our needs,” he
adds: “In fact it’s much more comprehen-
sive than originally expected.”

What do you expect?
Getting more than you expect from a

software application is probably an unfamil-
iar experience for most users, but it’s not
unique. When Siemens Building Technolo-
gies decided to replace a number of dis-
parate databases and spreadsheets with a
single solution it was looking for better in-
tegration and improved management infor-

mation, but it got a lot more.
“We needed a solution that could provide

seamless integration between our sales
and suppor t processes,” says Keith
Austwick, business tools manager at Si-
emens Building Technologies (SBT), part
of the UK subsidiary of Siemens world-
wide. “The solution also needed to be able
to scale up, and be compatible with mul-
tiple PC platforms.” SBT opted for
SalesLogix, the CRM solution from CPiO.

The system apparently does everything
that SBT wanted, and more. “By avoiding
duplication or inconsistency of customers’
information, this solution will enable us to
maximise cross-selling sales opportunities
between internal business units, and im-
prove our productivity,” comments
Austwick. All of which will enable SBT to
“increase sales revenues and implement
best practice in sales processes”’ — which
is a great deal more than you can say about
the average spreadsheet application.

This article first appeared in the July 2004 is-
sue of the ICAEW Accountancy magazine and is
reprinted with permission.

The End of the Affair
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ERP Systems
AFFECTING THE ROLE OF

MANAGEMENT ACCOUNTANTS
by Mike Newman and Chris Westrup

More and more businesses are introducing enterprise
resource planning systems, but what are the implications for

the future roles of the management accountant?

M A N A G E M E N T  &  A C C O U N T I N G
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Enterprise resource planning
(ERP) systems are software
modules for different business
functions linked by a common

database to produce an integrated enterprise-
wide system. In line with international trends,
most large British companies have intro-
duced ERP in the past decade. So what ef-
fects are these systems having on firms and
on the role of their finance professionals?

We surveyed a sample of CIMA members
and then interviewed people ranging from
finance directors and management accoun-
tants to IT staff in nine large organisations.
We found that the impact of ERP systems on
management accountants has been inconsis-
tent. Whereas one food producer used its
system simply as an accounting package, a
building products subsidiary implemented
its system as part of the process of re-engi-
neering its whole business. Most companies
use ERP systems to link parts of their
organisation, while still retaining different
functional areas, but there is no determin-
ing logic in the purchased ERP system that
leads to a predetermined outcome for man-
agement accountants or anyone else.

On the other hand, in most companies,
management consultants and the vendors
(usually SAP) were actively involved in set-
ting out the role and scope of the ERP sys-
tem. The scope of the system depends first
on an early design definition and then on
subsequent re-workings. These re-workings
are in part initiated by the individuals and
groups who learn to use the new system and
find different ways to achieve their tasks. But
they are also triggered when senior manag-
ers question the benefits of the system or
start a new round of business restructuring.

For example, in one company the sales
force triggered changes because they, rather
than the management accountants, were re-
sponsible for checking and reacting to the
margins on individual products. In another,
senior managers set up a project to try to
extract more value from the company’s large
ERP investment and this led to a re-evalua-
tion of how the system was used. One con-
sequence was an attempt to standardise and
reduce the use of spreadsheets as inefficient
adjuncts to the ERP system.

One interesting finding was that the in-
stalled systems were not stable. All com-
panies had to change the versions of their

system from time to time if only to ensure
that they were maintained. Each change
to a new version required considerable
work, mainly because all prior non-stan-
dard alterations to the system and inter-
faces to other non-ERP systems had to be
revised. With hindsight, customising soft-
ware for ERP systems was seen as a mis-
take that later incurred extra work.

Similarly, vendors have changed the
scope of ERP systems radically in the past
couple of years. There have been initiatives
to move them away from being internal

company systems towards becoming
internet and inter-organisational systems.
Interestingly, no respondents discussed the
internet or its implications for their work.

Companies preferred to go for a big-bang
approach so that they could move directly
from legacy systems to ERP. The result was
a period of considerable difficulty for us-
ers, who found it hard to perform their
tasks efficiently. Nobody considered that
they had enough training, but many senior
managers discussed the problem of train-
ing large numbers of people in a short time.

For several months after implementa-
tion, companies go through a period of
change in which data entry becomes criti-
cal. All respondents said they were
shocked to realise that data entered on the
system immediately affected everything
else. For example, one management ac-
countant in a large chemical company men-
tioned how users elsewhere had been con-

fused and were putting weights in tonnes
instead of kilogrammes. This quickly
meant that stock and financial accounts
became completely mixed-up. Respon-
dents found that everyone needed to un-
derstand the process they worked within,
rather than simply their own specific task,
and that this required a cultural shift. Oth-
ers spoke of these changes imposing “dis-
cipline” on the organisation, triggered by
the introduction of the ERP system. Ini-
tially, the management accountants spent
much of their time cleaning up data errors.

Once users realise that they have to use
the system, they start to learn about it and
gradually the number of data errors de-
crease. But it seems that a new type of man-
agement accounting system is coming into
operation. Data entry is devolved to areas
outside the management accounting team,
and management accountants spend much
of their time checking their areas of respon-
sibility through the ERP system. Companies
move from having a set of accounts that is
correct, but out of date, to a set of accounts
that is more or less up to date, but contains
a small and continuing number of inaccura-
cies. All the management accountants we
spoke to found this new system preferable.

Different roles for
management accountants

An ERP implementation is a process that
provides resources, which change the role
of accountants, alter organisations and re-
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interpret the scope of ERP systems. Our
research suggests that there are four main
implications for management accountants.

In particular, they expect management
accountants to have an excellent knowl-
edge of the business, to be good commu-
nicators and to be skilled interpreters of
accounting information. They see a future
role for management accountants as inter-
nal consultants to the business. This role

will involve little or no data entry on to sys-
tems. Instead, management accountants
will control and interpret information held
on ERP systems and elsewhere.

So management accountants will be re-
quired to have a different set of skills from
those emphasised in the past. These new
skills centre on a wide business knowledge,
good communication skills and a good un-
derstanding of information systems. There
will be fewer management accountants and
bookkeeping will be automated.

The second implication is on training.
The shift in skills means that trainee (and
existing) accountants will have to develop
a general business understanding and be-
come proficient in communication skills

and managing information systems. Sev-
eral interviewees recognised a consider-
able gap between the training offered to
trainee accountants and the skills they will
need in order to work with ERP systems.
But traditional bookkeeping skills will, if
anything, require more emphasis. Many
interviewees said it was extremely difficult
to understand how ERP and other account-
ing systems worked, and so knowledge of

bookkeeping principles was useful.
An unfortunate corollary (for senior

managers) is that management accoun-
tants with these skills are in great demand
and tend to want to work in areas they
deem strategic from early in their careers.
For some manufacturing companies, this
has led to problems retaining trainees and
qualified management accountants.

The third implication is that the trend
for greater efficiency in management ac-
counting will continue. There will be fewer
management accountants and they will do
much more than processing accounts. One
finance director described this as working
in conditions of higher risk. Managing ac-
counts is not seen primarily to add value,

ERP Systems Affecting the Role of Management Accountants

so most of the elaborate control mecha-
nisms introduced in the past to reduce the
risk of inaccuracy and fraud have been re-
moved. This leads to greater risk, which
has to be countered by ERP system con-
trols and other forms of management.

It is possible, although no company we
interviewed had implemented it, that metrics
can be introduced to measure performance
for processing management accounts — for
example, the number of journal transactions
processed per accountant per year. The pos-
sibility of such forms of measurement shows
how many of the work practices of manage-
ment accountants are becoming routine.

The fourth implication concerns the issue
of control over the design and subsequent
development of ERP systems. This remains
crucial to the long-term future of the profes-
sion. If management accountants do not have
a strong presence in the design and manage-
ment of the ERP system, their role can be
demarcated and limited by the system.

This illustrates a major shift that has oc-
curred with the introduction of ERP systems.
Although the impact of information systems
on accounting has been discussed for years,
earlier systems were accounting information
systems developed by and for accountants,
who retained control over their design and
management. ERP systems, on the other
hand, are by definition used in several func-
tional areas and accountants may not retain
control over their design and implementation.

The introduction of ERP systems there-
fore has several implications for manage-
ment accountants: there may be fewer man-
agement accountants needing dif ferent
skills; different training requirements; more
efficient management accounting being
conducted in conditions of greater risk; and
increased pressure to retain control of the
design and implementation of systems.
Most of these findings support ideas already
reported in the literature on the future of
management accounting — e.g. the devel-
opment of the hybrid accountant. Manage-
ment accountants must seek new roles in
the organisations of the future.

Mike Newman is a professor at the School of
Accounting and Finance, University of
Manchester, UK where Chris Westrup is a se-
nior lecturer. This article is contributed by
CIMA and it first appeared in Financial Man-
agement, CIMA’s monthly magazine for accoun-
tants in business.
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The Theory of Games
THE EVOLUTION OF GAME THEORY

by Saravanan Ramasamy

“The invention of deliberately oversimplified theories is one of major
techniques of science, particularly of the ‘exact’ sciences, which make
extensive use of mathematical analysis. If a biophysicist can usefully
employ simplified models of the cell and the cosmologist simplified

models of the universe then we can reasonably expect that simplified
games may prove to be useful models for more complicated conflicts”

John Williams

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

This is Part One of a two-part series.

Part Two will be published in the

April 2005 issue of

Accountants Today
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The Theory of Games: The Evolution of Game Theory

Is it true to say “life is a game”? What
this denotes is that, in life there are
rules, and our role is to play by the
rules, attempting to maximise our

gains and minimise our losses. This is the
basic philosophy behind “Game Theory”.
A very popular example of a game theory
is the story of the Prisoner’s Dilemma.
The story goes: there are two burglars,
and the police near the scene of the crime
have just caught them. The police inter-
rogate them, and after working them over,
they return to their individual prison cells.
Unfortunately, they cannot talk to each
other. Then the policeman comes to one
of the prisoner’s cell and proposes the fol-
lowing deal: “If one of the prisoners coop-
erates with the police and confesses, the
said prisoner will go free, and the other
partner gets the max: five years.” This
policeman also gives the same deal to the
other partner. Then the prisoners sit in
their individual cells, trying to decide
what to do. They are both tempted to
snitch as there is a chance they will go
free. However, there is the well-known
thief ’s code of honour, stating “never
snitch on the other”. This is because the
police rarely have all the evidence to con-
vict, and as long as the prisoners do not
implicate each other, the sentence will be
light. In this case, one year in jail on the
charge of carrying a concealed weapon.
However, if they both confess and snitch
on the other, both will go to prison for
three years. And if this happens, both the
prisoners will regret breaking the thief ’s
code of honour. So what do you do?
Clearly it is in both of their interests to
keep silent. But how can one prisoner be
sure that the other will not double-cross
him and vice versa. After all,  how
honourable is a thief?

One way to describe a game is by listing
the players (or individuals) participating in
the game, and for each player, listing the
alternative choices (called actions or strat-
egies) available to that player. In the case
of a two-player game, the actions of the first
player form the rows, and the actions of
the second player the columns of a matrix.
The entries in the matrix are two numbers
representing the utility or payoff to the first
and second player, respectively. So, in the
case of Prisoner’s Dilemma, the matrix

looks like this:

I keep quiet I snitch (confess)

You keep We both serve I go free, you
quiet 1 year get 5 years

You snitch You go free, We both
(confess) I get 5 years serve 3 years

What economists call game theory, psy-
chologists call the theory of social situa-
tions, which is an accurate description of
what game theory is about. Since game
theory is about what happens when people
interact, research in game theory focuses
on how groups of people interact. Kuala
Lumpur commuters deciding which route
to work will be the quickest when Jalan
Tun Razak is closed. A tennis player de-
ciding whether to serve to the left or the
right side of the court. These examples
indeed illustrate the use of game theory in
our daily lives. In all these situations, a
person must anticipate what others will do
and what others will infer from the person’s
own actions. Since Jalan Tun Razak is
closed for traffic, will other commuters use
Jalan Imbi to head towards KLCC? Since I
have served twice to the right, will the

other player anticipate that I will serve to
the left now?

As per John William’s quote above, while
the theory of game is simple in nature, it
may prove to be useful models for more
complicated conflicts. In other words, it is
a simple representation of a variety of im-
portant situations and the power of game
theory is its generality and mathematical
precision. This is clearly evident in the
Prisoner’s Dilemma example. Instead of
writing their strategies as ‘confess’ and ‘not
confess’, we could label the strategies in
different ways. Examples include ‘contrib-
ute to the common good’ or ‘behave self-
ishly’. This captures a variety of situations
economists describe as public goods prob-
lems. Similarly this same game could de-
scribe the alternative of two firms compet-
ing in the same market, and in this case,
we could label the strategies ‘set a high
price’ and ‘set a low price’. Naturally it is
best for both firms if they both set high
prices, but is best for each individual firm
to set a low price while the opposition sets
a higher price. While game theory looks
simple on the onset, it best illustrates how

“What economists call game theory, psychologists call the theory

of social situations, which is an accurate description of what game

theory is about. Since game theory is about what happens when

people interact, research in game theory focuses on how groups

of people interact.”
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an intelligent individual should behave. In
the Prisoner’s Dilemma example, no mat-
ter what a suspect believes his partner is
going to do, it is always best to confess. If
the partner in the other cell is not confess-
ing, it is possible to get zero instead of one
year of jail sentence. If the partner in the
other cell is confessing, it is again possible
to get three instead of five years. Yet the
pursuit of individually sensible behaviour
results in each player being in the prison
for three years, much more than one year
if neither confessed. This conflict between
the pursuit of individual goals and the com-
mon good is at the heart of many game
theoretic problems. Another important
aspect of game theory is that it changes in
a very significant way if the game is re-
peated, or if the players interact with each
other again in the future. For example,
going back to the Prisoner’s Dilemma case,
suppose after this game is over, the sus-
pects are either freed or released from jail.
Fur ther assume they commit another
crime and the game is played again. In this
case, there is a possibility of the thieves
not confessing after realising that both
could benefit from keeping silent. Repeti-
tion opens up the possibility of being re-
warded or punished in the future for cur-
rent behaviour, and game theorists have
provided a number of theories to explain
the obvious intuition that if the game is
repeated often enough, the suspects ought
to cooperate.

The birth of game theory dates back to
the 1940s. The main features of game
theory were introduced by von Neumann
and Morgenstern in 1944. A few years later,
John Nash proposed a solution to the prob-
lem of how rational players would play. This
is what is called “Nash equilibrium”. In
other words, Nash’s idea is based on the
concept that the participants in the game
would adjust their strategies such that no
player will benefit from changing their
strategies. All players are then choosing
strategies that are best (utility-maximising)
responses to all the other players’ strate-
gies. In the 1960s, an important step was
the realisation that behaviour in repeated
games could dif fer substantially from
behaviour in one-shot games. In the past
50 years, game theory has gradually be-
come a standard language in economics

and is increasingly used in other social
sciences. In economics, game theory is
used to analyse behaviour of firms that
worry about what their competitors will do.
It was not until 1994 that John Nash and
Reinhard Selten (an active experimenter)
shared the Nobel Prize in Economic Sci-
ence for their contributions towards the
enrichment and development of game
theory.

Thus far, what we have discussed is
called ‘analytical game theory’. It is now
important to distinguish analytical game
theory from ‘behavioural game theory’.
Analytical game theory is a mathematical
derivation of what players with different
cognitive capabilities are likely to do in
games. Analytical game theory is often
highly mathematical and is usually based
on introspection and guesses rather than
careful observation of how people actually
play in games. Thus, it has not grown much
outside the economics arena. Research in

“Research in the area of behavioural game theory aims to correct the

imbalance of theory and facts by describing hundreds of experiments

in which people interact strategically. The results are used to create

behavioural patterns, which are then translated into game theory. It

expands analytical theory by adding emotion, mistakes, limited

foresight and mental shortcuts to analytical game theory.”

the area of behavioural game theory aims
to correct the imbalance of theory and facts
by describing hundreds of experiments in
which people interact strategically. The
results are used to create behavioural pat-
terns, which are then translated into game
theory. Behavioural game theory is about
what players actually do. It expands ana-
lytical theory by adding emotion, mistakes,
limited foresight and mental shortcuts to
analytical game theory. Behavioural game
theory is one branch of behavioural eco-
nomics, an approach to economics, which
uses attitudinal findings to weaken the as-
sumption that man is rational. Though
behavioural economics is only 20 years old,
the insights that it has added to the eco-
nomics field in general is enormous.

This is a two-part series article. Part II of this ar-
ticle will discuss the concepts of behavioural game
theory and how behavioural game theory has
been successful in weakening the rationality as-
sumption underlying the analytical game theory.

AT
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Non-Financial Reporting
GROWING TREND OR PAIN?

by Tay Kay Luan

The need for better corporate governance and transparency has shifted the focus of
corporate responsibilities to include better stakeholder management and a higher

awareness of a businesses’ impact on the environment and society. Arising from such a
trend is the demand for better disclosure of public information on issues beyond financial

figures. The practice of sustainability reporting is fast becoming a requirement as
companies seek to demonstrate their accountabilities to multiple stakeholder groups.

Reporting and communicating the enterprise performance only demonstrates openness
and transparency as well as acts as a means of enhancing the company’s reputation.
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The push factors
Leading companies that practise

sustainability reporting in general are bet-
ter perceived. One of the benefits of having
a better reputation includes the ability to at-
tract new employees, customers and inves-
tors. A recent MORI research paper reaf-
firms this view, as well as highlights the
power of reputation towards creating better
financial value.

Reporting on intangible assets is further
reinforced as companies continue to em-
brace a more ‘balanced’ approach towards
per formance measurement.
Non-financial value drivers was
first given prominence by
Kaplan and Norton’s balanced
scorecard approach, which has
now found its way to the board-
room of many leading compa-
nies.

Non-financial reporting espe-
cially on environmental sound-
ness and social performance is
a growing concern for the busi-
ness community and its stake-
holders. There has been a shift
in social consciousness and
awareness within the commu-
nity. Both the government and
corporate sectors are now more
sensitive to public opinion and
attitudes. For instance, talented
graduates want to know more
about how a company treats its
human capital and how it adds
value to employee skill-sets before accept-
ing employment. Socially responsible inves-
tors would want to know more about the
company’s respect for the environment and
human rights before making an investment
decision to buy stocks or bonds in that par-
ticular company. Consumers want to know
the product contents before making a pur-
chase.

Sustainability reporting, which commu-
nicates an organisation’s triple bottomline
— social, environmental and economic per-
formance, is the bridge between a com-
pany and these stakeholders.

GRI guidelines
Looking back, most companies would not

have known how to build this bridge in the
early days of the sustainability movement,

since sustainability reporting actually began
only in the 1990s when several companies
including GM and Ford began to disclose
their environmental performance. The rea-
son? There were no international guidelines
for non-financial reporting, unlike the stan-
dards widely available for global financial
reporting. However, the situation improved
with the formation of the Global Reporting
Initiative (www.globalreporting.org) or GRI
in 1997.

The GRI, a partnership between the
United Nations Environment Program

(UNEP) and the Coalition for Environmen-
tally Responsible Economies (CERES),
was formed to bring consistency to the
triple bottomline re-
porting process by
“enhancing the qual-
ity, rigor and utility of
sustainability report-
ing.”

As part of its mis-
sion, the GRI intro-
duced a set of com-
prehensive sustainability reporting guide-
lines, which are an excellent reference and
starting point for responsible companies.
GRI is also an attempt to standardise the
disclosures to ensure consistent bench-
marking so that objective comparisons can
be made across the sectors.

Figure 1 Sustainability reporting indicators

“… non-financial reporting is

still evolving. These guidelines

remain an option and not a

requirement.”
John Elkington, founder of SustainAbility
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Using the GRI guidelines for
first timers is not easy. The
guidelines form a framework
for reporting an organisation’s
economic, environmental and
social performance. The GRI
compliance is strictly voluntary;
therefore inconsistency among
the various reports is inevi-
table. But as John Elkington
founder of SustainAbility says,
non-financial reporting is still
evolving. These guidelines re-
main an option and not a re-
quirement.

What to report
Using the GRI guidelines as

a reference will be a good start.
The ACCA Sustainability Re-
porting Guidelines for Malay-

sian Companies, endorsed by the Malay-
sian Ministry of Environment, Science and
Technology is a simplified version. A good

sustainability report
will include the fol-
lowing:

Guiding state-
ment on purpose, vi-
sion and values;

Highlight of issues
and challenges that
need to be addressed;

Economic, environmental and social
impact on stakeholders;

Key measurements and development
indicators;

Third party verification;

Communication; and
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Table 1 Apples and Pears
Ranking of 2003 non-financial reports

Rank Company Global headquarters

1 Co-operative Financial Services Britain

2 Novo Nordisk Denmark

3 BP Britain

4 = British American Tobacco Britain

4 = British Telecoms Britain

6 BAA Britain

7 Rabobank Netherlands

8 = Rio Tinto Britain

8 = Royal Dutch/Shell Netherlands/Britain

10 = Hewlett-Packard United States

10 = Unilever Netherlands/Britain

Sources: Sustainability; Standard & Poor’s; UNEP

Malaysia 2004. While it was encouraging
to note the increase in the number of com-
panies reporting on their corporate social
responsibility activities, the number is still
small compared to the total number of pub-
lic-listed companies.

Globally, non-financial reporting has cer-
tainly caught the attention of the financial
sector especially insurers and investors. In
a recent Risk & Opportunity document,
SustainAbility working with Standard &
Poor and UNEP, reported a substantial im-
provement in the number of non-financial

reporting and the report further included
benchmark rankings of the top 10 compa-
nies (see table 1).

Sustainability reporting differs from fi-
nancial reporting because the former is for-
ward-looking, while the latter is historical.
By setting future goals for sustainability,
companies can better manage the risks and
impact of their future activities, and ensure
that they are moving in the right direction
for long-term survival and success.

Drivers
Unlike financial reporting, sustainability

reporting is voluntary although some coun-
tries are planning to make it mandatory. The
trend in Europe is that sustainability report-
ing is likely to become part of the disclosure
culture. Already 70 per cent of the British
FTSE 350 companies are starting to report
their environmental and social performance.

In Malaysia, multinational companies
such as Shell Malaysia, British American
Tobacco, Sony and Hartman are leading the
best practice. Although non-financial report-

ing is on the upward trend, the
depth and breadth of reporting
differs across all companies
and sectors. The recent ACCA
survey on sustainability report-
ing revealed that the number
of Main Board companies re-
porting environmental infor-
mation increased from 25 in
1999 to 60 last year. In 2002, 28
companies disclosed social per-
formance compared to 43 in
2003.

It is very unlikely that non-
financial reporting will be made
mandatory. The government
has encouraged such good
practices. In his speech at a cor-
porate social responsibility con-
ference, the Deputy Prime
Minister, Dato’ Sri Najib Tun
Abdul Razak was quoted as

saying that such reporting should be ap-
plauded and continuously encouraged.

Indication of the growing interest on in-
tangibles is likely to come from external
drivers. Companies may also need to re-
port in order to satisfy more stringent ex-
ternal stakeholder demands for informa-
tion. European buyers or investors in com-
modities trading may use balanced triple-
bottom line reporting to evaluate a com-
pany in totality and identify possible risks.

Other stakeholders such as suppliers and
customers are also demanding more de-
tailed information. For instance, multina-
tionals may require proof of environmental
responsibility before dealing with clients.
Requests for environmental impact data or
investigations of a company’s supply chain
are becoming more typical across indus-
tries. For instance, Johor-based Excelbond

7 Supporting data.

The criteria used for the ACCA Malay-
sia Awards for Environmental and Social
Reporting is based on completeness, cred-
ibility and communication of the reports.
The indicators are both qualitative and
quantitative measurements which include
suggested reporting principles, recom-
mendations for report content and defined
issues comprising environmental sustain-
ability e.g. waste management, energy con-
servation, and management of emissions
and pollution were key environmental is-
sues, while labour and human
rights, workplace diversity,
health and safety, and commu-
nity investment and charity sup-
port are prime social issues.
(Figure 1)

Trends and progress
In a recent ACCA/ Corporate

Register.com publication to-
wards transparency: progression
global sustainability reporting
2004, it was reported that on a
global scale, a total of 1,500
companies (mostly multina-
tionals) are producing reports
on sustainability issues. It fur-
ther mentioned that, while
there has been a notable in-
crease on the quality of disclo-

sures, this has yet to translate into mean-
ingful comprehensive sustainability re-
ports across all companies and sectors.
The key challenge is for companies to
demonstrate the value of such reporting
to stakeholders, so that they can engage
more and make the process more com-
plete.

Indeed, the trend was repeated in a re-
cent ACCA report on the state of corpo-
rate environmental and social reporting in

it was reported that on a global scale, a total of 1,500 companies

(mostly multinationals) are producing reports on sustainability issues

… while there has been a notable increase on the quality of disclo-

sures, this has yet to translate into meaningful comprehensive

sustainability reports across all companies and sectors.
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Metal Recycling Industries Sdn Bhd, which
buys and recycles industrial waste to re-
cover metals, is audited annually before
large electronic companies like Matsushita
and Sanyo allow it to handle their waste.

Sustainability trends may also dictate the
flow of funds in international capital markets.
CFO Europe reported in December 2004 that
PricewaterhouseCoopers estimates that “the
amount of socially responsible capital has
increased from approximately US$100 billion
in the 1980s to US$2.2 trillion and that 50
per cent of all investment houses now offer
socially responsible investments.”

Another driver towards sustainability re-

porting is the realisation within the business
community of the need to build trust, in other
words the ‘license to operate’. Positioning of
such corporate responsibility as the engine
to drive its strategy is an important element
towards influencing the way its stakehold-
ers perceive the company. Leading compa-
nies are investing in building stakeholder
trust, and in doing so; there is great oppor-
tunity to reposition their brand.

Key challenges
It is heartening to note that sustainability

reporting has become the mainstream of
many large corporations. Equally, there are

a fair number of companies who are not
convinced.

The business community may feel that
they have already made much information
public and transparent. Besides, the board
members will feel that additional reports
will not only add cost, the additional infor-
mation will not interest the shareholders
who are only interested in financial mat-
ters. Besides they may argue no one reads
such reports, anyway!

Another question that sceptics may ask
is whether there is the need to deal with
social and environmental issues, as it chal-
lenges the fundamental theory of a busi-
ness entity whose reason for existence is
to maximise profits. Such a purpose is well
articulated in company by-laws.

Secondly, broadening company reports
on issues relating to stakeholders such as
employees, local community, regulators,
suppliers and so on will require time and
effort. Then, there will be the issue of en-
suring consistency in standards and mea-
surable indices. There is also the danger
of companies using these reports as a
‘smokescreen’ or purely as a PR exercise.

Sustainability reporting will inevitably
include technical jargon especially in rela-
tion to environmental impacts, energy us-
age, recycling etc. The real challenge is to
interpret such reports in economic terms.

Conclusion
The importance of non-financial report-

ing is now an integral part of corporate gov-
ernance. Debates will now focus on refin-
ing the indices for benchmarking purposes,
as well as identifying the relevance of key
aspects of social and environmental perfor-
mance that will help to sustain the business
performance, manage reputation risk and
corporate citizenship of the companies.

By embarking on sustainability report-
ing, Malaysian companies will demonstrate
its sincerity to take corporate governance
one-step further. Non-financial reporting is
no longer an issue for debate and as the
Economist rightly puts it, it is too serious
to be left to amateurs.

The writer is the Head of The Association of Char-
tered Certified Accountants Malaysia (ACCA Ma-
laysia). ACCA is the largest global professional
accountancy body, with nearly 320,000 members
and students in 160 countries. For more infor-
mation on ACCA please visit www.accaglobal.com

“PricewaterhouseCoopers estimates that the amount of socially

responsible capital has increased from approximately US$100 billion

in the 1980s to US$2.2 trillion and that 50 per cent of all investment

houses now offer socially responsible investments.”
CFO Europe reported in December 2004

AT
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M O N E Y  T R E E

FOUR STEPS TO

Reprogramme
Your Money Mind! by Rajen Devadason

Money is not the most important thing
in life.

But for most of us it’s w-a-y up there near
the top of our personal needs list, just be-
low oxygen and love! Whether we’re rich,
poor or middle class, the way we think
about money is usually established and
crystallised in our youth.

A very personal story I sometimes share
with audiences will illustrate what I mean:

When I was little, my parents split up.
My mother left our family home in

Melaka the house I was born in, with
two children in tow. My sister Viji was
ten and I was one. We eventually ended
up in Seremban, which is still my home
today.

At that time, and for many years af-
terward, money was tight. When going
to school or to the shops in Seremban
town, Viji would walk an extra half a
mile, past a couple of bus stops to save
five sen. As young as I was, I remember
being saddened by that. However, I was
selfishly delighted when I got that same
amount as my daily allowance when I
star ted Standard One in St Paul’s Insti-
tution.

But I envied my ‘wealthier’ classmates
who would receive perhaps 20 sen or even
50 sen a day, which went a long way in our
school canteen back in 1971! Of course, I
never went hungry or thirsty; my mother,
an English teacher in a different school,
would wake up extra early to get my
Tupperware-filled containers with sand-
wiches and orange squash ready before
waking me up and nudging me toward the
only bathroom in our rented home in
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Four Steps to Reprogramme Your Money Mind

Rahang, Seremban.
Back in those days, a bottle of Coca-Cola

in the canteen cost 20 sen. That’s why I
would have to wait till Thursday (5 sen + 5
sen + 5 sen + 5 sen = 1 Coke) before I could
buy one!

It’s only been in recent years, after
qualifying as a CFP (Certified Financial
Planner), making somewhat of a name for
myself in the field through my writing,
speaking and consulting, and thus being
able to afford as many Cokes as I want to
guzzle down each day, that I’ve come to
realise those childhood canteen experi-
ences left indelible marks upon my
‘money mind’.

For a seven-year-old to wait four days to
buy a Coke is a long, long time! I believe
that’s why I find it easy even today to drive
a 12-year old Proton Saga with about 425,000
km on the clock, and why
my approach to financial
planning is so skewed
toward exercising de-
layed gratification, which
is the phenomenon of
giving up something
good today for something, hopefully, great
tomorrow.

Your seminal experiences with money
will be different and perhaps more intense.
What you need to ask yourself is whether
the resulting psychological imprint upon
your ‘money mind’ was good or bad, con-
structive or destructive.

To find out, ask yourself this question:
Are my deep-seated thoughts about
money moving me from a situation of
rags to riches or are they sweeping me
backward, with the force of a tsunami,
from riches to rags?

Becoming aware of the usual tracks that
your thoughts ride is the first phase of ben-
eficially reengineering your ‘money mind’.
Each of us has had formative experiences
affect our outlook on money.

Ironically, as we repeatedly remember
and replay those self-defining memories in
our heads, we more deeply etch those
mental tracks upon our psyche. Now, that
would be fine if the direction we allowed
our conditioned thinking to take us were
the ‘right’ one — meaning into healthy,
beneficial territory.

But let’s be realistic, most of us never

Safety Net
Knitting

If you were
raised in an envi-
ronment where money was looked upon
as a commodity that needed to be spent as
fast — or faster — than it came in, this
piece of advice might seem odd. People
who manage their money well tend to save
and invest aggressively. The real key to
long-term financial health is sound invest-
ments.

But before those sound investments can
be put in place, there must be a safety net
of reserve funds set aside for emergencies.
This money should be kept in safe instru-
ments like bank savings accounts, fixed
deposit accounts or money market funds.

If you’re conventionally employed, the
size of this buffer fund should be between
three and six months’ regular living ex-
penses. If you’re self-employed, then the
buffer should be double that, between six
and 12 months’ expenses.

For many people, knitting this safety net

1

2

3

4

spend any time thinking about how healthy
or unhealthy our thought patterns are.
Because of that we tend to blindly accept
the mental assumptions about money
of the people around us, those
who form our reference group:
Our closest family, friends and
colleagues.

I believe that’s one reason
why in every country on earth
the poor get poorer and rich
get richer! We become  the p e o p l e
we hang out with!

Thankfully, it only takes illumination, a
burning desire to change, and some disci-
pline to allow new, desired thought pat-
terns to burn fresh grooves in our mind.

The purpose of this article is to cast light
on this matter, and so begin the transfor-
mation. The emotional will to change, how-

ever, must come from
you, as must the disci-
pline to stick with a con-
sciously directed mental
reprogramming regi-
men.

I suggest you finish
this article before you spend time mulling
over the early money-related experiences
in your life — those that correspond to my
own Thursday Coke-buying sessions. You
should be able to identify two or three simi-
lar money-related memories that have
helped shape who you are today.

Then you’ll be able to trace a connection
between those defining experiences and
the way you’ve behaved toward money in
the intervening years.

In case you feel you could use sugges-
tions on how best to reprogramme your
‘money mind’, here are four steps for you
to take:

Safety net knitting;

Consumer debt eliminating;

Risk-sensitive investing; and

Bottom-trawling cum top-harvesting.

“The real key to long-term

financial health is

sound investments.”

“While knitting your safety net, focusing on strengthening your net

worth statement — a listing of all your assets and liabilities — is

of paramount importance. The larger your net worth, the healthier

your finances.”
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of cash is the hardest thing they’ll ever
have to do. It often takes at least one or
two years of sacrifice and delayed gratifi-
cation to succeed.

Consumer Debt Eliminating
While knitting your safety net, focusing

on strengthening your net worth state-
ment — a listing of all your assets and li-
abilities — is of paramount importance.
The larger your net wor th, the
healthier your finances.

The other key financial statement
is your cashflow statement, which
is an accurate numerical descrip-
tion of your daily, weekly,
monthly, or yearly cash inflows
and outflows. You should aim
to have more money flowing in
each month than out. This
positive dif ference is your
monthly cash surplus.

Now remember your vital
net worth statement has two
parts: your assets and your li-
abilities. In the terminology of
the playing field, building your
assets, particularly your invest-
ment and business assets, is great
offence, and reducing your liabili-
ties, especially your consumer debts
such as home, car
and credit card
loans, is great de-
fence!

So aim to split
your monthly cash
surplus into three
channels:

To knit your safety net;

To pay down your consumer debts; and

To save and invest.

Risk-Sensitive Investing
That third por tion of your monthly

cash surplus, the bit that goes toward

Four Steps to Reprogramme Your Money Mind

saving and invest-
ing should be in-
jected into instru-
ments that match
your personal risk
profi le.  Some
time ago, I  de-

fined and described a four-dimensional
investment risk profile model that’s now
known as the DEVADASON W-A-N-T
model.

In its simplest terms, it involves under-
standing your psychological willingness
(W) to take risks with your money, based

upon the risk-reward relationship — the
more risk you’re willing to stomach, the
more reward you should be able to ex-
pect over the long-term — your cashflow-
based ability (A) to take investment risk;
your net worth-based need (N) to take

such risks; and the time (T) you
have available to save and invest
for a particular investment goal
such as retirement or your
children’s ter tiar y education

funding.

Bottom-Trawling —
Top-Harvesting

Once a clear understanding of
those risk-related elements is
acquired, intelligent strategies
for investing such as dollar-cost
averaging or even the more so-
phisticated value-cost averaging
can be utilised to take advantage
of the volatility of various invest-
ment arenas such as the stock mar-
ket and the property market.

A more complete explanation of
this approach is available in my

free 5-day eCourse entitled Fo-
cus Your Dreams, Control Your
Money, and Ignite Your Life,
which you’re welcome to sign-

up for at www.rajendevadason.
com/RD/ecourse/ecourse_001.

asp.
This four-step blueprint for finan-

cial health is not complicated. But it
does require willingness on your part
to first figure out what early experiences
have affected your outlook on money. If
you’re willing to delve into your personal

history to unearth that buried information,
the rest of this programme becomes emi-
nently achievable because once you know
why you think the way you do, it is easier
to figure out what entrenched ideas should
be abandoned for better ones.

If you ever doubt your capacity to ben-
eficially reprogramme your ‘money mind’,
just remember my own experience the
next time you sip a Coke!

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.

LAY FRESH

MENTAL TRACKS
IN YOUR
‘MONEY MIND’

1

2

3

“… building your assets, particularly your investment and

business assets, is great offence, and reducing your liabilities,

especially your consumer debts such as home, car and credit

card loans, is great defence!”

“… the more risk you’re willing

to stomach, the more reward you

should be able to expect over the

long-term”.

AT
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A C C O U N T I N G  S T A N D A R D S

MASB Seeks Public Views on a
Proposed New Standard and on
Revisions to Four Existing Standards

The proposed new standard,
called First Time Adoption of
Financial Reporting Standards
is an equivalent of International
Financial Reporting Standard
(IFRS) 1 on First Time Adop-
tion of International Financial
Reporting Standards that deals
with companies preparing their
accounts according to the In-
ternational Financial Reporting
Standards for the first time.
The issuance of this standard
by the local accounting body is
part of its exercise to issue a
similar number of standards
issued by the International Ac-
counting Standards Board
(IASB). The purpose of this
standard is to ensure all com-
panies moving into the new ac-
counting regime for the first
time shall present comparative
information in their financial
statements as close as possible
to the information provided by
those already in the new re-
gime.

“The proposed standard is
applicable more to foreign com-
panies wanting to use
Malaysia’s Financial Reporting
Standards in their financial

statements for the first time
than it is to Malaysian compa-
nies. For example, a foreign
company seeking listing on
Bursa Malaysia will apply this
standard if it chooses to apply
Malaysia’s Financial Reporting
Standards but had been using
accounting standards that are
internationally incompatible.
This excludes foreign compa-
nies following International Fi-
nancial Reporting Standards or
standards issued by accounting
bodies recognised under the
Financial Reporting (amend-
ments) Act 2004. Malaysian
companies, by virtue of their
compliance with internationally
compatible MASB Standards,
will not apply this standard,”
explains Dr. Nordin Mohd
Zain, the Executive Director of
MASB.

Nordin also explains the four
revisions to the existing ac-
counting standards for which
MASB is seeking views. “These
revisions are part of an ongo-
ing process to enhance the
quality of financial reporting
while providing clarity to the
existing standards. These revi-

AT

sions are similar to revisions
made by the IASB which are
meant to streamline Malaysian
standards with the interna-
tional standards”.

A standard on consolidation
is revised to remove the re-
quirement for a parent com-
pany not to consolidate its sub-
sidiaries when met with certain
criteria. In the past, companies
that have not been consolidat-
ing their subsidiaries either
because control is intended to
be temporary or the subsidiar-
ies operate under long-term
restriction will now have to con-
solidate these subsidiaries un-
der the proposed standard. The
standard also proposes uni-
form accounting policies to be
applied in consolidated ac-
counts, hence discontinuing
companies the choice of not
using a uniform accounting
policy on the grounds of im-
practicality as had been al-
lowed in the past.

A standard on earning per
share is revised to provide ad-
ditional guidance with illustra-
tions on how companies calcu-
late its basic and dilutive EPS

involving complex equity struc-
ture. It clarifies how EPS will
be affected when companies
issue shares during the year, or
convertible shares of another
convertible instrument, or ex-
ercise share options or war-
rants, or issuance of contracts
that require the companies to
repurchase own shares.

Two other standards on re-
vision are Investments in Asso-
ciates and Joint Venture. Both
deal with investments in asso-
ciates held by venture capital
companies, unit trusts and
mutual funds. The Investments
in Associates standard clarifies
that the standard does not ap-
ply to investments in associates
held by venture capital, unit
trust and mutual funds. This
would put to rest the uncer-
tainty in the past about whether
these companies fall within the
ambit of the standard or other-
wise.

The MASB is now proposing
to allow joint venture compa-
nies to use the proportionate
consolidate method in line with
the international standard on
joint venture. This method was
not a choice for companies to
choose under the existing Ma-
laysian joint venture standard.
However, in view of MASB’s
effort to converge with interna-
tional standards, the Board de-
cided to allow the proportion-
ate consolidation method to be
brought back into the standard
as one of the methods for joint
venture accounting.

Interested parties are welcome to
give comments on the EDs by 25
April 2005. Copies of the proposed
standards are available free of
charge from the MASB website at
www.masb.org.my, or at:

MASB
Suites 5.01-5.03, 5th Floor

338, Jln Tuanku Abdul Rahman
50100 Kuala Lumpur
Tel: +603-2715 9199
Fax: +603-2715 9212

e-mail: masb@masb.org.my

The Malaysian Accounting Standards Board (MASB) recently issued a

proposal for a new standard, which provides guidelines on how companies

should prepare their accounts when they adopt the Financial Reporting

Standards for the first time. The accounting body also issued four revisions to

existing accounting standards meant to improve guidance on how companies

should consolidate their subsidiaries and on earnings per share calculation

involving complex equity structures. The revision also involves clarification

over the treatment of investments in associates of venture capital companies

or unit trust funds.
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AS Swede AS Ice
Winter in Sweden can be harsh, but if you know where to look, it can also be fun

Story and pictures by Anis Ramli
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December in Sweden can eas-
ily have temperatures that
dip way below zero. But even
that can’t stop the Swedes

from enjoying their winter. Apart from the
Christmas bazaar and the last minute shop-
ping to fulfil the gift list, winter in Sweden
is a magical time to discover.

It may be sub-zero outside, but you will
always find locals and tourists alike doing
something. But if you, like me, hail from
the glorious mild temperatures of the trop-
ics, what could ever propel one to take on
sub-zero weather in a city that gets dark
way before three?

How about cool, crisp air with no pollu-
tion and the chance to experience nature
at its most surreal? Here are five things that
make Sweden a savvy winter destination:

Shave ice at the Ice Gallery
Sweden’s first permanent gallery of ice

sculpture in Stockholm is also the world’s
first. The gallery is the marketing brainchild
of the folks who run the Icehotel in
Jukkasjarvi, near Sweden’s northernmost
town, of Kiruna. In the gallery’s frozen room,
guests can lean on a bar made of ice, eat off
an ice plate, and drink from glasses sculpted
from ice! The room also features an ice bed
for a preview of what the Ice Hotel is all about.
And befitting its role as a gallery, guests can
also marvel at the permanent ice sculptures
on exhibit, or have a hand at sculpting their
own masterpieces with the help of the world’s
first and only ice ambassador, Erik
Marklund. Guests enter the gallery –5o Cel-
sius in a specially lined aluminium poncho
that keeps guests’ heat in and keep them
from melting the gallery’s work of art.

Sleep at the world’s largest igloo —
The Ice Hotel

In the Swedish Lapland, this hotel gets
rebuilt every six months, for that is exactly
how long it can last before the heat of sum-
mer melts its structures away. The Ice Ho-
tel is an institution in itself. Built from 10,000
slabs of crystal clear ice manufactured at
the Torne River, the idea of a hotel built com-
pletely of ice was thought crazy and a waste
of time. Yet, since its opening in 1988, it has
not only gotten bigger (5,000 square metres
from a mere 60 when it first started), but it
is fully booked all the time. Surprisingly,

although the temperature inside is always
kept at below 5o Celsius, the deerskin rug
that covers the ice bed and the sleeping bag
guests are given actually provide enough
warmth for you to sleep through the night.
And in case you’re wondering — the toilet
seats are heated for comfort.

Go back in time at Skansen
Europe’s oldest open-air museum makes a

nice winter rendezvous. Although often re-

ferred to as a mini Sweden, it is more than
just a showcase of Sweden’s best-preserved
historical buildings. It comes alive at every
festival and holiday with traditional dances,
jazz performances, operas and concerts. Ricky
Martin staged a performance here to a full
house last year. The museum also comes
“alive” when “residents” re-enact the trade of
yesteryear. As darkness approaches, the paths
are lit with candles and the whole atmosphere
turns magical. Apart from the buildings, it’s
also a zoo. If you want to get close to the many
Scandinavian wildlife like elks, bears, wolves
and lynx, this is the place to go.

Click away at Fjallgatan
Stockholm is a city built on 14 islands.

So wherever you go, you are never far from
the water. The best panoramic views of the
city have to be from Fjallgatan. This quaint
neighbourhood in the quiet district of
Sodermalm runs along a cliff and is lined
with charming historical wooden houses.
When the rest of Stockholm underwent
urbanisation in 1850, the city council was
not too sure of what to do with the houses

here — whether to tear them down or oth-
erwise. But the residents of Fjallgatan rose
up to the challenge. They decided to leave
the houses in its original 18th century lay-
out, but considered updating the homes
with modern amenities like electricity and
water. Today, the houses are home to the
area’s creative minds — those working as
artists or in museums — and are consid-
ered the snazziest address in the city.

Do an arctic safari
The cold, dark Nordic winter is luring more

tourists than ever, believe it or not. With its
snow-covered expanses and the phenomenon
of the Northern Lights, the northern Lapland
allows for a different kind of adventure.
Traipse the Swedish mountains on horseback
or behind teams of dogs and reindeer. Trails
are often well-built with mountain cabins and
stations, and you can even customise your
own safari through many reputable
organisers. Get deep into the mystical won-
derland, feast on smoked reindeer meat and
finish off with coffee boiled Lapland-style. And
trust the Swede’s amazing technology, even
when you’re this far north in the world, your
cell phone still works!

TRAVEL TIPS
Getting there: Malaysia Airlines flies di-
rect to Stockholm three times a week

Get Savings: Get the Stockholm Card. It
gives you free entry to 75 museums and
attractions, free travel by public trans-
port, free sightseeing by boat, free park-
ing as well as several other bonus of-
fers. Valid for 24, 48 or 72 hours.

Take the Express: The main airpor t,
Arlanda, is about 42 km north of the city.
But take the Arlanda Express train and
it gets you into town in just under 20
minutes!

Where to stay: The Nordic Sea Hotel is
just steps away — literally! — from the
city’s Arlanda Express terminal. Rooms
are done in minimalist style, typical of
Swedish design and architecture. But
it’s probably more well known for its
popular ice joint, the Absolut Ice Bar —
a room made completely out of ice
where temperatures are always five de-
grees below zero. For room promotions
and packages, e-mail per@eci.se AT

As Swede as Ice
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Getting your products to your customers

means choosing the right distributor. Learn

about your options and discover ways to find

the best distribution system for your company.

B E T T E R  L I F E

Choosing a
Distribution
System
or a
Distribution
Agent
by Chad Fenwick
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Choosing a Distribution System or a Distribution Agent

You have a great product: you’re
proud of it, and you have a ter-
rific promotional strategy to in-
troduce it to the world. Still,

that’s not enough to reach your target cus-
tomers and achieve the sales levels that
spell success. An effective distribution plan
will help you place your product where
those who want or need it will take notice.
You must also have a distribution system
that ensures what you have to offer actu-
ally reaches your end users.

Your distribution system needs to fit in
it with the rest of your business. Different
products lend themselves to different dis-
tribution systems. High-end software for
corporations requires a relationship -build-
ing sales force and follow-up service. But
Web sales might be the most effective way
to distribute corporate office supplies or
equipment parts. Ask yourself this:

Will your distribution system also
allow for follow-up service?

You might want your dis-
tribution system to give cus-
tomers easy access to ongo-
ing support or help for such
problems as wrong or dam-
aged goods, or poor service.
Amazon.com uses package
delivery services to get its
goods to the customer. It
also has a very efficient sys-
tem for getting defective
products returned. It sends
you a replacement along
with a postage-paid address
label. The customer places
the damaged item back in
the box and uses the ad-
dress label to send the de-
fective product back to Ama-
zon for processing. All the
tracking information Ama-
zon needs is preprinted on
the label for easy processing
back at the office.

Are you competing for
shelf space?

Be aware of your
competition’s distribution
system. Decide whether
you want to share shelf

space or sell your product in entirely dif-
ferent venues. One option is to sign exclu-
sive agreements with distributors so you
aren’t competing directly. But be careful
because you, too, will be locked into such
agreements. That could be a problem if the
distributor isn’t meeting your expectations.

Is location a factor when trying to
get your product out?

Whether you’re aiming for local or na-
tional markets, you’ll first need to under-
stand where your customers prefer to find
your product and then to arrange a distri-
bution system or channel that can get your
product to those markets on time and effi-
ciently.

Using a distributor
Many entrepreneurs turn to distributors

(also referred to as wholesalers or distribu-
tion agents) to get the widest coverage for
their products at the lowest cost. Distribu-
tors will sell your product or service to other
distribution channels, such as retail stores,
or directly to your target customers. They
may even add value by handling installation,
follow-up service, complaints and repairs.

Finding a distributor
you can work with

Get referrals. Don’t believe distributors’
sales pitches, which may promise more
than they can deliver. Instead, ask retail-
ers and other buyers to recommend

favourite distributors.
Check out distributors’

ads in trade journals, and
visit them at trade shows.
Find out what other prod-
ucts your candidate dis-
tributors handle. Are
yours likely to be lost
among the multitudes? Do
any of them directly com-
pete with yours? Seek a
distributor who can sell to
your target market. If you
have a speciality product,
don’t put it in the hands of
a mass-market distributor.

Be prepared to “sell”
the distributor on the ben-
efits of handling your
product. Take along a
sample to your first meet-
ing with a potential dis-
tributor. Also take any-
thing that could prove
your credibility — per-
haps a draft of your adver-
tising plan, along with cop-
ies of marketing materi-
als, such as brochures and
price lists.

“Whether you’re aiming for local or national markets, you’ll first need

to understand where your customers prefer to find your product and

then to arrange a distribution system or channel that can get your

product to those markets on time and efficiently.”



54 ACCOUNTANTS TODAY • March 2005

More options
Assuming you haven’t granted exclusive

sales rights to a distributor, you have sev-
eral other options for distribution. Your
own sales force can be a powerful distri-
bution mechanism. They are guaranteed
to be focused exclusively on your products.
They build relationships with your best cli-
ents. They actively turn up new business.

The down side to a private sales force is
the expense, especially if the customer
base is widely dispersed. Catalogues, mail
orders and telemarketing require ver y
strong fulfilment operations to be success-
ful. United Parcel Service and FedEx both
can help set up distribution systems for an
effective direct marketing business.

The Internet holds great possibilities for
certain types of products. Selling groceries
over the Internet seemed not to work out.
Selling books works out well. Freelancers
are finding they can sell their services over
the Internet quite successfully. Niche retail-
ers also sometimes find a place for them-
selves on the Internet, where a retail brick
and mortar store wouldn’t have the foot traf-

fic to support the operation. Again you need
to ask if your customers are likely to buy
your products online. The most common
marketing uses of the Internet are direct
marketing — mounting product catalogue
entries on Web pages — and prospecting
for customers through e-mail.

Franchises and affiliate programmes of-
fer you a way to expand your reach without
expending extra capital. You lose some con-
trol because you are in effect outsourcing
certain parts of your distribution to a diver-
gent set of independent employees. While
they can significantly help you enter new
markets, franchising, if not done carefully,
can be a disaster for a brand. Baskin
Robbins has struggled with its franchise
distributors who vary greatly in their com-
mitment to quality from store to store.

DO IT
Think about how customers would want

to buy your products, and then choose the
distribution system to fit that buying pat-

Choosing a Distribution System or a Distribution Agent

tern. Treat distribution agents as your best
customers. They’re the frontline custom-
ers who put your product in the hands of
end users.

� Be honest with distributors: Never commit
to more orders than you can fill.

� Decide what aspects of your relationship
with the distributor are impor tant
enough to specify in a contract. Con-
sider:

● Exclusivity: Can you use other distribu-

tors? Sell your product directly?

● Quantity expectations: How many retail
outlets? Where? How much inventory
will the distributor warehouse?

● Guarantees: Yours that orders for the
product will be filled on short notice and
the distributor’s that it will not go out of
stock at the retailers.

● Billing and credit options: How much time
does the distributor give retailers, and
how much time should you give the dis-
tributor?

● Retail sales reports: Electronic data inter-
change: Will either you or the distribu-
tor require online orders and payments,
start-up fees, commissions and retail
price limits?

● Advertising and promotion: Do you antici-
pate joint sponsorships with retailers
handling product failures and returns,
and customer complaints?

● Claims for lost goods: Who “owns” the
product once the distributor takes it?

“Think about how customers

would want to buy your products,

and then choose the distribution

system to fit that buying pattern.”

AT
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Strategy for Success in Asia
Author: Andrew Delios and Kulwant Singh

Publisher: John Wiley & Sons

Pages: 372

With development, many countries in Asia
are undergoing rapid evolution in their
national institutional environments. These
changes have required commensurate
changes in the types of strategies a firm
can pursue for success.

In order to achieve success, managers need
to understand the strategic issues in Asia.
Strategy for Success in Asia covers areas from
the uniqueness of Asia like its economic and
cultural diversity to the roles of governments
and the importance of alliances.

The book, co-authored by two associate
professors at the National University of
Singapore’s Business School, offers a per-
spective for effective company strategy and
how local and multinational companies can
achieve strategic success in Asia.

It deals with strategies in dealing with gov-
ernments in Asia, strategies for profitable
growth and ways and means to achieve re-
gional expansion in this fast-growing region.
The book also goes on to talk about alliances
for success and acquisitions for success.

The chapters are peppered with case
studies. For example, when discussing is-

Market Panic: Wild Gyrations, Risks
and Opportunities in Stock Markets
Author: Stephen Vines

Publisher: John Wiley & Sons

Pages: 266

sues related to governments, the authors
put forward a couple of case studies. The
first one deals with par tnering with
Suhar to in Indonesia. The second is
Carrefour’s regional expansion in Asia
while the third deals with Asean as a re-
gional bloc. For the astute observer, there
are lessons to be learnt.

When dealing with regional expansion,
the book brings to light the nuts and bolts
that powered China’s Haier Group, a small
refrigerator manufacturer which became a
multinational company. It leveraged on the
key trends driving the globalizing economy.

The second case study involves the re-
gional franchising of BreadTalk, a
Singapore-based boutique bakery. “The
company focuses on three branding con-
cepts: creativity, passion and transparency.
These commitments emerge from all fac-
ets of its business. Even though the com-
pany operates in a millennia-old business,
it is constantly on the lookout for innova-
tive changes,” the book suggests.

This book is for anyone who has a stake
in Asia or has plans to do business in it.

AT

For global stock market watchers, you
know that the biggest fall since the begin-
ning of the new millennium came in the
wake of the 9/11 terrorist attacks.

When Wall Street reopened for business
on 17 September 2001, the market slumped
by over 7 per cent, the fifth-biggest percent-
age fall in the history of the New York
Stock Exchange.

Can you recall your own sentiments at
that point of time? Nervous? Jittery?

Yet anyone buying shares on that day
could in all likelihood have made a gain of
10 per cent within two months: not a bad
result in what had become a fundamentally
bear market, argues the author of the
newly released Market Panic.

Much of the book focuses on taking ad-
vantage of spectacular movements in stock
prices, but these come about rarely. “Prac-
tically everyone investing in shares knows
this but every time the cycle changes di-

rection investors seem to behave as if
something startling and new is under way,”
says author Stephen Vines.

While researching for the book, the au-
thor made an interesting discovery. It is
far easier, he says, to know what to do
when a market falls into crisis than it is to
know when to buy and sell shares at other
times.

The book begins with a chapter entitled
‘Preparing for panics and profiting from
them’. History stands firmly on the side of
those prepared to take a gamble on recov-
ery and history demonstrates that the risks
are not quite as big as they may appear to
be, argues the author.

He then goes on to discuss the various
types of panics affecting the market.

Those bitten in the past may not want to
embrace the enthusiasm of the author. Still,
if you are thinking about the stock market,
you may want to read this book.

AT
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MIA Calls on Minister of Finance II

From L-R:  Abdul Rahim Abdul Hamid, Ho Foong Moi, Datuk Dr. Abdul Samad
Hj. Alias, Tan Sri Nor Mohamed Yakcop, Dato’ Othman Abdullah, Datuk Nur
Jazlan Tan Sri Mohamed

Thank you … Tan Sri Nor Mohamed Yakcop receiving a token of appreciation
from Datuk Dr. Abdul Samad Hj. Alias. Looking on is Abdul Rahim Abdul
Hamid (left), Dato’ Othman Abdullah (2nd from right) and Datuk Nur Jazlan
Tan Sri Mohamed (right)

Change, as the adage goes, is constant in today’s
business environment. Accountants who play an
integral role in business are also subject to constant
change and new challenges.

To ensure the accountancy profession in Malay-
sia remains relevant in the present dynamic envi-
ronment and is moving in the right direction, the
Malaysian Institute of Accountants (MIA), led by
its President, Datuk Dr. Abdul Samad Hj. Alias, re-
cently paid a cour tesy visit to Tan Sri Nor

“Change, as the adage goes, is constant

in today’s business environment.

Accountants who play an integral role in

business are also subject to constant

change and new challenges.”

AT

Mohamed Yakcop, Finance Minister II, at his of-
fice.

The visit, MIA’s first since the Minister took up
office at the Ministry, was aimed at briefing Tan Sri
Nor on some of the proactive steps and measures
initiated by the Institute in its efforts to stay abreast
with national and international developments affect-
ing the accountancy profession as well as the Insti-
tute.

Tan Sri Nor was also given an insight by Datuk
Dr. Abdul Samad on the two-pronged function of
the Institute wherein it plays the role of the regu-
latory body for the accounting profession in Ma-
laysia as well as offers membership services to Ma-
laysian accountants. In this regard, the Minister
was advised on the MIA’s regulatory role and the
various challenges it faces in carrying out its regu-
latory function as well as representing the profes-
sion on various issues.

Apart from that, Datuk Dr. Abdul Samad also
pointed out some of the challenges faced by the
Institute and the profession in the light of
globalisation and liberalisation where there is a

need for the Institute and its members to meet in-
ternational benchmarks on skills and competitive-
ness. As such, the admission threshold for the pro-
fession needs to be reviewed in order for it to be
in line with the guidelines prescribed by the Inter-
national Federation of Accountants (IFAC), the
world body representing accountants. Professional
accountants also need to subscribe to life-long
learning.

The Institute found the visit extremely fruit-
ful as Tan Sri Nor has indicated that he would
look further into the issues raised during the
meeting.

Also present at the meeting was the Accountant-
General, Dato’ Othman Abdullah; Vice-President of
MIA, Abdul Rahim Abdul Hamid; Chairman of its
Public Relations Committee, Datuk Nur Jazlan Tan
Sri Mohamed and the Executive Director, Ho Foong
Moi.
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The accountancy profession, took up 11 booths for
the first ever Accountancy Pavilion at the recent Star
Education Fair 2005 which was held on 8 and 9 Janu-
ary, at the Putra World Trade Centre (PWTC) Kuala
Lumpur .

Students and parents alike took the opportunity
to obtain more information on accountancy and what
it could offer for career development at the Accoun-
tancy Pavilion during the two-day event. At the
booths, there were counsellors and advisors to get
their questions answered and doubts cleared.

The Accountancy Pavilion, which was hosted by
the Malaysian Institute of Accountants (MIA) re-
flected the Institute and the profession’s ongoing
efforts to promote the accountancy profession in this
country. It was focused on giving students, their
parents and the general public an insight into how
accountancy could turn out to be a rewarding ca-
reer, and how to pursue an accounting qualification.

Aspiring accounting students were exposed and
spoilt with many choices during the career talk and
the session received encouraging response. Repre-
senting the Institute was Dato’ Nordin Baharuddin,
Council Member of the Malaysian Institute of Ac-
countants (MIA). He said, “Fifty-five per cent of reg-
istered accountants in Malaysia are working in com-
merce and industry, and 25 per cent are in public
practice. There are many different types of jobs avail-
able to those with an accounting qualification.” Also,
Dato’ Nordin explained further on several routes to
becoming a professional accountant in Malaysia.

Membership director of CPA Australia Cindy Sue
Gregory, said only degree holders are accepted into
the CPA Australia programme.

As for accounting undergraduates, this Australian-
based international accounting body offers them a
‘passport programme’ that gives them access to
work experience, networking opportunities, career
seminars, and access to reference material through
the CPA Library.

Unlike CPA Australia, the Association of Char-
tered Certified Accountants (ACCA) qualification is
open to all at any age. Lily Wong, ACCA’s market-
ing and promotions manager, recommended the
programme to those who want to keep their options
open as the syllabus covers both the financial and
management sides of accounting.

“We also offer a special honours degree in applied
accounting through a special link-up with Oxford
Brookes University in the UK. You can qualify for
this degree after taking part two of the ACCA and

MIA Hosts Accountancy Pavilion
at The Star Education Fair 2005

conducting a research
project.”

Wong added: “Of
course, this would de-
pend on your financial
situation. For some, a
professional qualifica-
tion might be the most
expedient way to be-
come an accountant.”

“If you are sure that
management account-
ing is for you, then I would say that CIMA is the
way to go,” said Pauline Ng of the Chartered Insti-
tute of Management Accountants (CIMA).

“As a management accountant, you will be an es-

Minister of Higher
Education, YB Dato’ Dr.
Shafie Salleh officiating

the event

The Minister visiting MIA’s booth

A member of the audience poses a question to the panellists
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The Institute’s staff did their
bit for charity by donating
and stepping up relief efforts
for the tsunami victims.

The concerned staf f de-
cided to donate non-perish-
able items for the families at
Kuala Muda who were af-
fected by the 26 December
tsunami disaster.

“Like so many others
around the world, we at the
Institute are following the
devastation caused by the
earthquake and tsunami that
has hit many parts of Asia
and east Africa. Our thoughts
are with everyone who has

been affected,” said the Institute’s Corporate Com-
munications Manager, Iszudin Mohd Amin.

They donated useful items such as clothes, blan-
kets, sarongs, and prayer mats.”

The contributions were handed over to Dr.
Nafsiah Mohamed, who initiated the effort. They
will then be sorted out, put into boxes before being
transported to the victims there.

Institute Does Its Part
For Tsunami Victims

sential part of the management team, helping to
control activities, optimising resources, and plan-
ning operations and strategies.”

Muhammad Faiz Azmi from the Institute of Char-
tered Accountants in England & Wales (ICAEW)
said that ICAEW may be small in Malaysia but it
has quality.

On 15 January 2005, the MIA organised an evening
talk titled Goods and Services Tax for Malaysia  at the
Sentosa Regency Hotel in Alor Setar, Kedah.

Delivered by Dr. Jeyapalan Kasipillai who is a Pro-
fessor and the founding director of the Institute of
Taxation Research at Universiti Utara Malaysia, the

An Insight into GST

“One difference about our programme is that 95%
of our members are non-accounting graduates. We
are open to graduates from all disciplines, not just
from accounting and finance.”

Many were interested in the difference between
an accounting degree and a professional qualifica-
tion. Muhammad said: “If you can afford it, I’d sug-
gest you take an accounting degree, just for the ex-
perience that university can provide you. Speaking
as an employer, we are looking for diversity and ana-
lytical minds, not just bean counters.”

Apart from MIA, other professional accounting bod-
ies such as The Association of Chartered Certified Ac-
countants (ACCA), The Chartered Institute of Man-
agement Accountants (CIMA), CPA Australia, The In-
stitute of Chartered Accountants in England and Wales
(ICAEW) and two public universities namely Universiti
Teknologi Mara (UiTM) and Universiti Putra Malay-
sia were present at the pavilion.

Visitors to the pavilion were entertained by the
special programmes that had been lined up for their
benefit. These included quizzes and games with at-
tractive door gifts. AT

AT

The panellists during
the talk … (L-R)
Muhammad Faiz,
Lily Wong, Pauline Ng,
Cindy Sue and
Dato’ Nordin

The Institute’s
Communications
Executive, Aznita
Zakaria handing over
the contribution to
Dr. Nafsiah

Dr. Jeyapalan addressing the participants of the seminar
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The Malaysian Institute of Accountants Sarawak
Branch has successfully managed to secure various
merit and hardship scholarships from local institutions
of higher learning. These scholarships are to be
awarded to students who obtain outstanding academic
results or who are in need of financial assistance and
are interested in pursuing a career in accountancy.

Sarawak Branch Chairman, David Tiang Kung
Seng thanked Dato’ Clement  Hii, Executive Officer
of SEG International Bhd for his offer of five full
and five partial scholarships in Diploma in Accoun-
tancy amounting to RM135,000, providing the first
step to eligible aspiring accountants.

The award will cover tuition fees for the 2-year
diploma programme of fered by IBMS College
Kuching. The Diploma in Accountancy programme
leads to either BA (Hons) Accountancy and Finance
or BCom (Accountancy and Finance) offered by
IBMS College. Both degrees prepare graduates for
professional examinations of either the Chartered
Institute of Management Accountants or CPA Aus-
tralia respectively.

SARAWAK BRANCH

Scholarship for Accountancy Studies
Tiang added that MIA Sarawak Branch has a simi-

lar partnership with FTMS Kuching for scholarships
in each CAT level, as well as scholarships in ACCA
Part One, Two and Three with a total value of more
than RM30,000.

Apart from that, CBS Professionals, another in-
stitution of higher learning in Kuching, is offering
scholarships valued at RM18,000 annually compris-
ing Certified Accounting Technician (CAT) Merit/
Hardship Scholarships — two full and two partially
(50 per cent) subsidised ones.  In addition, Inti Col-
lege Sarawak is also sponsoring RM17,000 in schol-
arships which comprise one full tuition for CAT and
one full tuition for ACCA.

CIMA, ACCA and CPA Australia are three of the
11 recognised qualifications under Part 1 of the First
Schedule of the Accountants Act 1967.

Application forms are now available from the MIA
Kuching office (Tel: 082-418427). The closing date
for applications is 31 March 2005. Interview and
selection of the candidates will be done by the com-
mittee of the MIA Sarawak Branch.

SARAWAK BRANCH

Goodbye and Welcome
Members of the Sarawak Branch Tax Sub-Commit-
tee together with David Tiang Kung Seng (Chair-
man) and Yeo Ah Tee (Secretary) visited the
Kuching IRB office to bid goodbye to Mohd Sait
Ahmad who was leaving Kuching for Petaling Jaya.
During the meeting, Mohd Sait introduced Hajah
Zahrah Haji Mokhtar, the incoming director of the
IRB Kuching division to the committee. Tiang
hopes that the Sarawak Branch and Chapters will
continue to hold regular dialogues with the IRB and
its officers for the benefit of accountants, tax agents
and practitioners.

(L-R) Yeo (Secretary), Kenny Ching, Phillip Lim, David Tiang, Hajah Zahrah,
Mohd Sait, Lin Ee Nah (IRB) and Tiong Jau

objective of the talk was to give participants greater
insight into the tax system which will be imple-
mented come January 2007.

Participants were taken through topics which in-
cluded Malaysia’s Indirect Tax Regime, The Goods
and Services Tax and A GST for Malaysia during the
2-hour evening talk. AT

AT

AT

The event saw a good turnout
 at the Sentosa Regency Hotel

“These scholarships

are to be awarded to

students who obtain

outstanding

academic results or

who are in need of

financial assistance

and are interested in

pursuing a career in

accountancy.”
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WORLD news
AICPA’s new ethics
requirements for
outsourcing
It has been some three months
now since the American Insti-
tute of Certified Public Accoun-
tants (AICPA) adopted new eth-
ics rules that place new require-
ments on members who
outsource work.

The two new rules and one
revised rule spell out the re-
sponsibilities AICPA members
must now meet when out-
sourcing clients’ work to third-
party providers. The definition
of third-party service providers
has been broadened beyond an
outside tax service bureau to
any third-par ty service pro-
vider used by AICPA members,
including independent contrac-
tors used by a CPA firm.

The requirements state that
AICPA members must inform
their clients — preferably in
writing and before providing
confidential client information
to the third-party service pro-
vider — that the firm will use a
third-party ser vice provider
when providing professional
services to the client. The new
rules also clarify that AICPA
members are responsible for all
work performed by the service
provider.

Furthermore, according to
its press release, AICPA mem-
bers using third-party service
providers are required under
the new rules to enter into a
contractual agreement with the
third-party service provider to
maintain the confidentiality of
the client’s information, and to
be reasonably assured that the

Global Move to Reform
Financial Statements

The two groups that set accounting standards for companies
around the world are planning a ‘dramatic’ reform of financial state-
ments, to make them more investor-friendly, reports Reuters.

The Financial Accounting Standards Board (FASB) and the
International Accounting Standards Board (IASB) recently set
up a joint panel to explore ways to improve the income statement
— the list of income and expense items of a company — that a
corporation has to unveil at the end of an accounting period.

The New York-originating report, quoting industry execu-
tives, said the change would help investors understand more
clearly how a company has earned its revenues and profits
than one can now. The reform will break down the revenue
and profit components in the income statement to provide
further clarity on the company’s performance.

“This could result in a fairly dramatic shift in the look of the
income statement and other financial statements,” said Robert
Herz, chairman of FASB in an interview with Reuters. “It will be
more shareholder-friendly. We want to make sure that there is
more effective communication via the financial statements.”

According to the report, the current form of income state-
ment, in use for several years, has often been criticised by
experts for sometimes not being able to explain a lot about
the true economic value of a company. The income statement
is one of the three financial statements — along with the bal-
ance sheet and cash flow statement — that a company has to
prepare at the end of an accounting period.

Often, the report noted, analysts would have to pour
through all three statements and accompanying footnotes to
make sense of business performances.

“What we would like to do is better lay out and display and
distinguish between the different types of things that create net
profit,” the report quoted Ed Trott, an FASB board member.

The Reuters report suggested that the process is still at an
early stage but one change expected to happen is that the
income statement is likely to resemble the cash flow state-
ment with income from operations and also sale or purchase
of assets explained separately.

The panel had its first meeting recently in London and is
likely to produce a preliminary document in a year.

In another landmark move, the report said FASB said it has
decided to join hands with IASB to create a common platform
for accounting principles from which accounting standards
come. Until now, FASB, responsible for setting standards
mainly in the US, and IASB, which has a more global responsi-
bility, have worked together on a project-by-project basis.

third-party ser vice provider
has appropriate procedures in
place to prevent the
unauthorised release of confi-
dential client information.

The new rules are ef fective
for all professional services
performed on or after 1 July
2005, except for professional
ser vices performed pursuant
to agreements in existence
on 30 June 2005, that are
completed by 31 December
2005.

The American Institute of Certified
Public Accountants is the national,
professional organisation of CPAs,
with more than 340,000 members
in business and industry, public
practice, government, and educa-
tion. It sets ethical standards for
the profession and US private au-
diting standards. It also develops
and grades the Uniform CPA Ex-
amination.
To view the new standards, visit its
website www.aicpa.org/download/
ethics/2004_1028_outsourcing.pdf

First female Big
Four Vice-Chairman
appointed
Ruth Anderson has become the
first woman to be appointed a
vice-chairman of a Big Four
firm.

According to an online re-
port, she joins fellow KPMG
Vice-Chairmen Alistair
Johnston, Philip Wallac and
Derek Zissman.

In her new role, she will ad-
vise on major issues and under-
take special projects on behalf
of the board, reporting to Mike
Rake, UK senior partner and
chairman of KPMG Interna-
tional.

Anderson, a tax partner in in-
frastructure and government,

AT

AT
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will continue to work closely
with clients across a range of
sectors.

She first joined KPMG in
1976. In 1998, she was the first
woman to be appointed to the
board of a Big Five firm.

www.topix.net

Succession
planning: Do’s
and Don’ts
Who will take over when you’re
ready to retire? If you don’t
know, it’s time to decide.
In an article on practice man-
agement in the online Journal
of Accountancy, the writer at-
tempts to provide some points
to ponder upon.

It begins with the argument
that for many CPAs the practice
they have spent years building
is both their most valuable as-
set and their retirement ve-
hicle. However, surprisingly
few have a solid exit plan for
selling their firms or turning
them over to the next genera-
tion.

Indeed, argued the journal,
most baby-boomer partners,
born between 1946 and 1964,
have considered funding a re-
tirement program unnecessary
in the belief they can readily
find willing buyers for their
practices when they’re ready to
sell.

That’s not necessarily so,
says consultant William Reeb,
CPA, of Winters & Reeb PLLC
in Austin, Texas: “Basic laws
of supply-and-demand may
make that scenario a problem,
given the number of small
firms with partners between
45 and 70.”

Reeb, who conducted the
2004 PCPS survey on succes-
sion planning, says 70 per
cent of surveyed firms recog-
nized succession would be an

issue in the next 10 years, and
41 per cent thought the solu-
tion should be a merger or
sale (vs. an internal transi-
tion).

But “the handwriting is on
the wall: A buyers’ market will
result from oversupply when
CPAs start to retire in force,”
he says.

Partners who don’t invest in
developing the leadership, op-
erating ef ficiencies, proce-
dures and a culture that can
ensure firms’ continuation af-
ter they go “will be shocked
at the rapidly declining value
of their biggest personal as-
set.”

So, how do firm partners pre-
pare a successful exit?

In its executive summary, it
lists out six major items. Top of
the list is: Don’t fail to plan.
“Succession isn’t a process that
can be done well under pres-
sure or in a hurry. Firms need
to address the issues of finding
a new firm owner, nurturing
future leaders, transitioning cli-
ents, codifying operating pro-
cesses and drafting necessary
agreements,” the article ar-
gues.

The pointers that follow are:

� Nurture the next-generation
leaders;

� Bow out gracefully;

� Codify the corporate struc-
ture;

� Don’t put all the eggs in one
basket; and

� Remember the big picture.

In the final point, the writer
says that when firms consider
succession planning to be one
aspect of running a better busi-
ness—one that can weather a
successful switch to a new
generation of leaders—they
will be able to achieve the best
results.

www.epa2biz.com

Security gaps in
federal computers
The personal information of
Canadians is at risk due to
“significant weaknesses” in
government computer secu-
rity that leaves the digital door
open to hackers and thieves,
says the Canadian auditor gen-
eral.

In a highly critical report re-
leased in February, according
to a Canadian Press report,
Sheila Fraser warns that fed-
eral agencies have failed to
keep up with the demands of
the electronic age, making
sensitive information vulner-
able.

“If security weaknesses al-
lowed someone to access a da-
tabase or confidential infor-
mation, Canadians’ trust in
the gover nment would be
greatly eroded,” the repor t
says. “Further, if a citizen’s
privacy were violated because
of a failure to keep confiden-
tial information secure, it
could cause that person hard-
ship and seriously undermine
the government’s ef forts to
deliver services to Canadians
electronically.”

Fraser told a news confer-
ence she was disappointed the
government does not meet its
own minimum standards for
information technology secu-
rity, even though most of them
have been well known for more
than a decade.

The auditor general likened
it to a homeowner leaving the
back door open — eventually
someone will break in. “Gov-
ernment must fill in the gaps,”
she said. “There are weak-
nesses in the system.”

But Fraser stopped short
of urging Canadians to avoid
using online federal services,
saying she would continue to
file her tax return by com-

puter, according to the re-
port.

Information security is be-
coming increasingly important
given that the federal govern-
ment wants Canadians to have
electronic access to key infor-
mation and transactions by the
end of the year. Growing use of
the Internet, por table com-
puter devices and wireless
technologies have made access
to data easy and affordable, the
report notes.

Last May, the secretariat sur-
veyed 90 depar tments and
agencies on their security prac-
tices. Of the 46 that responded,
only one agency met the basic
requirements of the govern-
ment security policy and re-
lated standards.

The survey found:

� Sixteen per cent of depart-
ments did not even have an
information security policy.
Of those that did have one,
33 per cent indicated it had
not been formally approved
by management.

� More than one-quarter of de-
partments did not have a
policy requiring a plan to
keep critical systems and ser-
vices running in the event of
a major attack or power fail-
ure.

Marathon
divorce battle
A Toronto millionaire who
failed to fully disclose his as-
sets to his former wife after
she dumped him for another
man has been ordered to pay
her $2.25-million for the legal
and forensic accounting ex-
penses she was forced to run
up during their marathon
nine-year divorce battle, says
a report published online at
www.canadait.com.

World News

AT
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Leaders of Accountancy
Bodies Commit
International Support to
Developing Nations and
Clarifying Professional
Responsibilities

IFAC’s leaders from 30 member bodies and
regional accountancy organisations con-
vened a meeting in London recently to dis-
cuss the global agenda for enhancing the
accountancy profession’s contributions to
economic growth and development. The
Malaysian Institute of Accountants’ (MIA)
president, Datuk Dr. Abdul Samad Haji
Alias (pix), who was elected as Board mem-
ber of IFAC last year, was among accoun-
tancy leaders who attended the meeting.

Participants agreed that the interna-
tional profession should strengthen ac-
countancy in developing nations, address
professional responsibility in financial re-
porting, clarify the role of accountants in
corporate governance, provide support and
guidance for professional accountants in
business, and focus on supporting small
and medium enterprises and practices.

”The international accountancy profes-
sion has a unique, critical and practical role
to play in building stronger and more stable
economies around the globe,” emphasised
IFAC President Graham Ward, who led the
meeting. “Our discussions focused on how
IFAC can best leverage its resources with
member bodies and regional accountancy
organisations and how we can partner with
outside agencies to make real and measur-
able progress in this area.”

Accountants body invests
in skills development
The South African Institute of Chartered
Accountants (Saica), through the Thuthuka
programme, has spent about R34 million to
fund tertiary education for historically dis-
advantaged students to study commerce.

Chantyl Mulder, Saica’s senior execu-
tive, said the programme was aimed at in-
tegrating the students into the accounting
field once they were qualified, says the
Business Report.

The Thuthuka scheme, which means
develop in Zulu, was established by Saica
in 2002. Mulder said that of Saica’s 22,000
members, only 452 were black.

Thuthuka selected aspiring accountants
through its accelerated accountancy and
mathematics teaching programmes to
grade 11 and 12 learners in selected re-
gions around the country.

“Our little gems are in the rural areas,”
said Mulder. “We promised the industry
that we will help produce a high calibre of
black accountants. We focus more on ru-
ral areas so that we can give those learn-
ers opportunities.”

 “We promised the industry that

we will help produce a high

calibre of black accountants. We

focus more on rural areas so that

we can give those learners

opportunities.”
Chantyl Mulder, Saica’s senior executive

About 688 students enrolled at the Uni-
versity of Fort Hare, the University of
Johannesburg’s RAU Campus, Limpopo
University, and the University of Cape
Town had benefited from the programme
since its inception.

Thuthuka is funded by the department
of labour through the skills development
fund levy and the Financial and Account-
ing Seta, and over R150 million has been
made available to the programme in the
Eastern Cape, KwaZulu-Natal and Limpopo
over a period of five years.

www.businessreport.co.za
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The group unanimously agreed that the
following actions need to be addressed:

� Support more rapid development of nar-
rative reporting to achieve greater trans-
parency and more integrity in corporate
reporting;

� Establish an international forum, ad-
dressing audit quality, with investors,
regulators and others;

� Reinforce the role of professional ac-
countants with respect to corporate gov-
ernance, building on the work of the
Organisation for Economic Cooperation
and Development (OECD) and the Task
Force on Rebuilding Public Confidence
in Financial Reporting;

� Clarify, communicate and promote the
roles of professional accountants in busi-
ness and provide them with practical
guidance; and

� Make a long-term commitment to the
development of the profession, focusing
on the education of professional accoun-
tants, promotion of international stan-
dards, and the development of financial
and management skills, all of which are
necessary to a high quality profession
that can effectively serve the public in-
terest and meet investor needs.

In addition to this list of recommenda-
tions, during the meeting IFAC received
support for several initiatives that are al-
ready underway:

� An international consultative confer-
ence, to be held in March, designed to
better identify the needs of small and me-
dium enterprises and practices and those
of developing nations;

� The implementation of IFAC’s new
Member Body Compliance Program,
which encourages convergence of and
adherence to high quality professional
standards by national accountancy insti-
tutes;

� Efforts to clarify the language of inter-
national standards to facilitate conver-
gence; and

� The roles of IFAC’s Developing Nations
Permanent Task Force and Small and
Medium Practices Permanent Task
Force in international standard-setting
processes.

President Graham Ward stated, “Achiev-
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ing convergence to international standards
is one of IFAC’s most fundamental goals
and is central to our mission of protecting
the public interest. A lack of convergence
creates confusion, encourages errors and
facilitates fraud.” Member bodies and re-
gional accountancy organisations indicated
their commitment to achieving conver-
gence to international standards on ac-
counting and auditing and expressed their
dedication to supporting developing coun-
tries in establishing a profession based on
internationally recognised competencies
and standards.

Besides representatives from the ac-
counting fraternity, representatives of the
World Bank and the United Nations Con-
ference on Trade and Development
(UNCTAD) also attended the meeting.

IFAC Releases 2005
Handbook of
International Public
Sector Accounting
Pronouncements
The 2005 edition of the International Fed-
eration of Accountants’ (IFAC’s) Handbook
of International Public Sector Accounting
Pronouncements is now available in print
and a downloadable PDF format. Print cop-
ies may be ordered and the PDF version
downloaded from the Public Sector Ac-
counting section of IFAC’s online book-
store. The print version, which will be avail-
able later this month, and the PDF version
are free-of-charge (shipping charges ap-
ply).

The new edition of the handbook fea-
tures all International Public Sector Ac-
counting Standards (IPSASs) issued as of
December 31, 2004, including two new
standards issued in 2004: the Cash Basis
IPSAS, Financial Reporting Under The
Cash Basis of Accounting, and IPSAS 21,
Impairment of Non-Cash-Generating Assets.
It also includes an updated glossary of
terms, summary of occasional papers and
studies, and a selected bibliography. All
standards have been developed by IFAC’s
International Public Sector Accounting
Standards Board (IPSASB) with the aim of

improving the quality of public sector fi-
nancial reporting and accounting practices
around the world.

An important goal of the IPSASB is to
achieve convergence of international stan-
dards on financial reporting in the public
sector. To accomplish this, the IPSASB
considers guidance issued by national stan-
dard setters, regulatory authorities, profes-
sional accounting bodies, and other
organisations interested in financial report-
ing and accounting in the public sector. It
also considers and adopts, to the extent
appropriate for the public sector, require-
ments of International Financial Reporting
Standards issued by the International Ac-
counting Standards Board.

To increase accessibility of its standards to non-
English speaking constituents, the IPSASB has
made available Spanish translations of IPSASs.
These translations were developed in conjunc-
tion with the International Accounting Stan-
dards Committee Foundation (IASCF), and
were subject to the full IASCF translation pro-
cess. They can be downloaded from IFAC’s
online bookstore. French translations of the
IPSASs are currently also being developed in
conjunction with the IASCF.

IFAC Releases 2005
Handbook of International
Auditing, Assurance,
and Ethics Pronounce-
ments; New Electronic
Versions Also Available
The International Federation of Accoun-
tants’ (IFAC’s) 2005 Handbook of Interna-
tional Auditing, Assurance, and Ethics Pro-
nouncements, featuring all pronounce-
ments issued by the International Audit-
ing and Assurance Standards Board
(IAASB) and the Ethics Committee
through December 31, 2004, is available in
print and in several electronic formats
through the IFAC website (www.ifac.org).

The handbook features the following
pronouncements:
� International Standards on Auditing

(ISAs) and International Standards on
Review Engagements (ISREs), which
deal with the audit and review of histori-

cal financial information;

� International Standards on Assurance
Engagements (ISAEs), which deal with
assurance engagements other than the
audit or review of historical financial in-
formation;

� International Standards on Related Ser-
vices (ISRSs), which deal with related
services specified by the IAASB; and

� IFAC’s Code of Ethics for Professional
Accountants, which applies to all profes-
sional accountants including those em-
ployed in public practice, the private sec-
tor, government, and academia.

Additions to this year’s handbook in-
clude:

� Two new quality control standards: In-
ternational Standard on Quality Control
(ISQC) 1, Quality Control for Firms that
Perform Audits and Reviews of Histori-
cal Financial Information, and Other As-
surance and Related Services Engage-
ments, and ISA 220 (Revised), Quality
Control for Audits of Historical Financial
Information;

� ISA 240, The Auditor’s Responsibility to
Consider Fraud in an Audit of Financial
Statements;

� ISA 300, Planning an Audit of Financial
Statements; and

� The recently released ISA 700 (Revised),
The Independent Auditor’s Report on a
Complete Set of General Purpose Finan-
cial Statement, and ISA 701, Modifica-
tions to the Independent Auditor’s Re-
port.

In addition, the handbook contains stan-
dards that have been updated to conform
to the IAASB’s Audit Risk Standards issued
in 2003.

The handbook is available in print, in a free PDF
downloadable version and in two eComPress
versions, an online version and a CD-ROM,
which will be available in late February. The
eComPress version offers features designed to
make accessing the pronouncements more
user-friendly:
� It is fully searchable, so users can readily find

the specific guidance they need;
� Easy-to-use navigation enables users to

minimise the time necessary to find relevant
information.

� The handbook can also be annotated by the
user with a unique “Notes” feature, with all
the annotations being transcribed automati-
cally to newer editions.

AT
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� The publication is compressed and stays com-
pressed saving disk space and download time.

Used offline, the eComPress version of the
handbook is not reliant on the Web and requires
no additional software as it comes complete with
its own viewer and index. The eComPress ver-
sion of the handbook can be securely purchased
and is immediately downloadable from the IFAC
website. To help users stay up-to-date on new
guidance, it will be updated once during 2005.
Prices for the 2005 Handbook of International
Auditing, Assurance, and Ethics Pronouncements
are as follows: Print — US$100; eComPress CD-
ROM — US$100;
eComPress Download — US$100. Package dis-
counts are also available: print and CD-ROM -
US $150; print and eComPress Download -
US$150. Downloadable networked versions are
also available. Shipping charges apply in some
instances. Go to www.ifac.org/Store for more in-
formation or to place an order

.

IFAC’s International
Public Sector Accounting
Standards Board
Proposes Requirements
for Recipients of
External Assistance
The International Public Sector Account-
ing Standards Board (IPSASB) of the In-
ternational Federation of Accountants
(IFAC) is inviting comments on an expo-
sure draft (ED) of a proposed new Inter-
national Public Sector Accounting Stan-
dard (IPSAS) directed at enhancing the
transparency and relevance of disclo-
sures about the receipt and use of exter-
nal financial assistance by governments
and other public sector entities. Entitled
Proposed International Public Sector Ac-
counting Standard: Financial Reporting
Under the Cash Basis of Accounting —
Disclosure Requirements for Recipients of
External Assistance, the proposed stan-
dard will apply to governments and other
public sector entities which adopt the
cash basis of accounting. It was devel-
oped in response to requests from con-
stituents for a generally accepted ac-
counting standard for reporting external
assistance.

Recipients may receive assistance from
a number of external providers who re-
quire the disclosure of information using
different accounting practices and report-

ing methods. Adoption of the proposed re-
quirements by the international donor
community provides a mechanism to re-
duce the costs of compliance imposed on
recipients.

“This ED reflects the IPSASB’s commit-
ment to strengthen the requirements of the
cash basis IPSASs,” says IPSASB Chair
Philippe Adhémar. “The adoption of inter-
national standards on accounting for exter-
nal assistance benefits both preparers and
users. Preparers will benefit from reduced
compliance costs, and users will be better
able to assess the impact of development
aid or other external assistance on report-
ing entities.”

The proposed standard would apply to
all entities that receive external assistance
and prepare their general purpose finan-
cial statements under the cash basis of ac-
counting, the system of accounts used by
many recipients of external assistance. It
should be read in conjunction with the In-
ternational Public Sector Accounting Stan-
dards (IPSASs), Cash Basis IPSAS: Finan-
cial Reporting Under The Cash Basis of Ac-
counting.

Comments on the ED are requested by 15 June
2005. The ED may be viewed by going to
www.ifac.org/EDs. Comments may be submit-
ted to by e-mail to EDComments@ifac.org. They
can also be faxed to the attention of the IPSASB
Technical Director at +1 (212) 286-9570 or
mailed to IFAC, 545 Fifth Avenue,14th Floor,
New York, NY 10017, USA. All comments will
be considered a matter of public record and will
ultimately be posted on IFAC’s website.

New Report Makes
Recommendations on
Convergence Activities
for Public Sector
Financial Reporting
Standards

As part of its program to support con-
vergence of International Public Sector
Accounting Standards (IPSASs) and statis-
tical bases of financial reporting where
appropriate, the International Public Sec-
tor Accounting Standards Board (IPSASB)
of the International Federation of Accoun-

tants (IFAC) has released a research re-
port that identifies differences in the re-
quirements of IPSASs and statistical re-
porting models. The report also makes
recommendations for standard-setting bod-
ies and other key organisations.

The report, International Public Sector
Accounting Standards (IPSASs) and Sta-
tistical Bases of Financial Reporting: An
Analysis of Dif ferences and Recommenda-
tions for Convergence, aims to reduce con-
fusion for users of public sector financial
reporting caused by the dif ferences be-
tween accounting and statistical models of
financial reporting. It was developed by
members of the Working Group 1 of the
international Task Force on Harmonisation
of Public Sector Accounting (TFHPSA),
whose purpose is to examine ways to
minimise unnecessar y dif ferences be-
tween accounting and statistical models of
financial reporting and to make recommen-
dations to the IPSASB, International Mon-
etar y Fund (IMF) and various other
groups.

Progressing public sector specific issues
and convergence with standards issued by
the International Accounting Standards
Board (IASB), as well as convergence with
statistical models of financial reporting,
represents a major work area of the
IPSASB.

“This report makes a significant contri-
bution to the literature on differences be-
tween accounting and statistical models of
financial reporting and provides useful in-
put to the long-term convergence pro-
grams and opportunities for a number of
bodies, including the IPSASB, the IMF and
the groups concerned with the update of
the 1993 System of National Accounts in-
cluding Eurostat,” states Philippe
Adhémar, IPSASB Chair and a member of
the TFHPSA.

The report includes a matrix that identi-
fies and explains key differences between
accounting and statistical models of finan-
cial reporting as of June 30, 2004, and rec-
ommends a process of convergence to re-
duce those differences. However, readers
should be clear that the views expressed
in this research report are not necessarily
the views of the IPSASB.

The report may be downloaded from the IFAC
website by going to www.ifac.org.
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IPG Awarded Premier Plus
Status by ACCA UK
The Association of Chartered Certified Accountants
(ACCA), UK, has recently awarded IPG the Pre-
mier Plus Tuition Provider Status, the highest
recognition of quality that ACCA would award a col-
lege offering the ACCA programme.

YB Dato’ Fu Ah Kiow, Deputy Minister, Ministry
of Higher Education, officiated the ACCA Premier

Plus Award Ceremony to IPG on 14 January 2005 at
a leading hotel in Penang. Tay Kay Luan, Head of
ACCA Malaysia, presented the award to C.K. Ong,

Principal of IPG. To achieve this status, IPG has ful-
filled the required targets of subject passing rates
set by the ACCA with excellent scores. In fact, the
IPG ACCA subject passing rates for 12 out of a total
of 14 subjects for the last two consecutive examina-
tions were higher than the Worldwide passing rates.

It was a tremendous feat by the college and
these results will place IPG as one of the top ACCA
colleges in the world and in Malaysia. Besides re-
sults, other stringent expectations on teaching
methods, college facilities, corporate transpar-
ency policies and procedures have also been met.

To support the continuing good results, staff train-
ing and continuous professional development is a
quality ethos practiced by IPG through its ‘People
Investment’ philosophy. Many in-house training and
external workshops are conducted every year for
the college staff.

Other than academic achievements, through its
Total College Education Concept (TCEC), stu-
dents at IPG are also actively involved in various
student activities and sports. Most recent was the
ACCA Young Leaders’ Initiative Camp, held at a lead-
ing hotel in Penang, where more than 50 students
and staff participated, grooming effective leaders
for the future.

ACCA and CAT Top World and Malaysia Awards
To-date, a total of 51 such awards have been gar-

nered by IPG students in every examination sitting
since the awards were introduced in 1998. Syabas
to IPG! AT

Association of Chartered Certified Accountants ▼

Tay Kay Luan, Head of ACCA Malaysia, presenting the ACCA Premier Plus Award
to C.K. Ong, Principal of IPG, witnessed by YB Dato’ Fu Ah Kiow, Deputy Minister,
Ministry of Higher Education.

CIMA Hosts IFAC Meeting in
London

Chartered Institute of Management Accountants ▼

The International Federation of Accountants (IFAC),
the global organisation for the accountancy profes-
sion, convened for a meeting in London from 7-8 Feb-
ruary 2005 at the London headquarters of the Char-
tered Institute of Management Accountants (CIMA),
committing international support to developing na-
tions and clarifying professional responsibilities.

Attendees included chief executives of 30 mem-
ber bodies and regional accountancy organisations,
as well as representatives of the World Bank and
the United Conference on Trade and Development
(UNCTAD). The group discussed a global agenda
for enhancing the accountancy profession’s contri-
bution to economic growth and development.

Participants agreed that the international profession
should strengthen accountancy in developing nations,

address professional responsibility in financial report-
ing, clarify the role of accountants in corporate gover-
nance, provide support and guidance for professional
accountants in business and focus on supporting small
and medium-sized enterprises and practices.

Charles Tilley, CIMA’s Chief Executive and IFAC
Board member, commenting on the meeting, said,
“CIMA was delighted to be offered the opportunity to
host this IFAC meeting. The international accountancy
profession will play an integral part in the creation of
stronger and more stable economies in the developing
world and this was addressed at the meeting. IFAC dis-
cussions centred on the fact that if real and measurable
progress is to be made in this area it will need to lever-
age its resources with member bodies and outside agen-
cies. The meeting also recognised that IFAC needs to
promote the role of professional accountants in busi-
ness as well as making a long-term commitment to the
development of the profession as a whole, thereby pro-
viding a high quality profession that can effectively serve
public interest and meet investor needs.”

“The international

accountancy profes-

sion will play an

integral part in the

creation of stronger

and more stable

economies in the

developing world and

this was addressed

at the meeting.”

AT
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Malaysia’s private debt securities (PDS) market has
grown among the fastest in Asia in the last five years.
Continued efforts by the government to build the
market, could be seen for instance through the es-
tablishment of a credit rating agency, an auction sys-
tem for the PDS primary market and guidelines on
PDS issues. This in turn has led to some key devel-
opments such as the Islamic PDS and Asset Backed
Securities (ABS).

Recognising the robust development of the mar-
ket concerned and members’ interest, CPA
Australia’s inaugural president’s luncheon talk fo-
cused on the PDS market, which was delivered by
the Chief Executive Officer of Rating Agency Ma-
laysia (RAM), Datuk Rajandram Chellappah.

The 2-hour luncheon talk entitled Malaysian Pri-
vate Debt Securities Market — Achievement and Chal-
lenges, held at the Petaling Jaya Hilton recently, at-
tracted about 20 members and guests from various

industries. At hand to welcome the participants was
the Deputy President of CPA Australia Malaysia
Branch Council, Ranjit Ajit Singh. He explained that
the luncheon talks were being organised not only
as an added service to members but also to create a
platform for productive networking.

“This is just one of the measures undertaken by
the organisation to provide better service to mem-
bers especially senior members who are holding key
positions of employment. On the other hand, it can
also be regarded as a forum to establish contact and
to network with peers,” said Ranjit.

Meanwhile, in his presentation, Datuk Rajandram
said that the PDS market is expected to remain
healthy this year with between RM25 billion and
RM30 billion worth of bonds to be issued. In com-
parison to last year’s main issuers, which was led

Inaugural Luncheon Talk
Focuses on PDS Market

CPA Australia ▼

Datuk Rajandram gave
a comprehensive

overview of the current
status of the PDS

market as well as its
outlook for the year

by the infrastructure and real estate sectors, he said
that the oil and gas as well as the utilities sectors
would be the major issuers in 2005.

In an overview of the trend in bond issuance, Datuk
Rajandram said that amid stiff competition from
banks, currently, 23 per cent of funding in Malaysia
was from the PDS market. He also elaborated on the
increasing acceptance and significance of Islamic
PDS, especially with the groundbreaking seven-year
sukuk by Standard Chartered Bank, the first Islamic
debt securities by a Malaysian financial institution.

His talk also centred on ABS as a marketable secu-
rity, the general concept of collaterised debt obliga-
tions (CODs) and the PDS market as a new funding
route for small and medium scale enterprises (SMEs).

The talk was also attended by the Malaysia Branch
Director, Tam Kam Peng as well as the branch’s coun-
cil members, Ravi Navaratnam and Rusman Amir
Zaihan. The event received encouraging response
from both the print and broadcast media.

Some of the participants
who attended the

luncheon talk held
recentlyAT

”… the PDS market is expected to remain

healthy this year with between RM25 billion

and RM30 billion worth of bonds to be issued.

In comparison to last year’s main issuers,

which was led by the infrastructure and real

estate sectors, he said that the oil and gas as

well as the utilities sectors would be the major

issuers in 2005.”
Datuk Rajandram Chellappah, CEO, RAM
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Malaysian Students Shine
in ICAEW ACA Exams

Institute of Chartered Accountants in England and Wales ▼

Malaysian students have excelled in the ACA Pro-
fessional Stage exams held in December 2004, with
PricewaterhouseCoopers Kuala Lumpur student

Shee Ghee Chew, beat-
ing more than 2000 stu-
dents internationally to
win the Watts Prize for

the Audit and Assurance
paper.

Of 21 Malaysian stu-
dents attempting the
Audit and Assurance pa-
per in December there
was a 100 per cent pass
rate. This compares to
an overall pass rate of
79.8 per cent for this

exam.
Commenting on the results, ICAEW Education &

Training Head of Operations, Aude Leonetti, said:
“The Institute is delighted with the high standard
of results from Malaysian
students especially given
that this is the first batch
of candidates to sit for the
exams following the
launch of the ACA tuition
programme at Sunway
University College in Au-
gust 2004. This is a very encouraging start to the
College’s tuition programme and bodes well for tak-
ing our strategic relationship with Sunway forward
in the Asia-Pacific region.

“Our congratulations go also to the outstanding
Malaysian candidate, Shee Ghee Chew of
PricewaterhouseCoopers, Kuala Lumpur, who at-
tained the top marks worldwide for the ACA’s Pro-
fessional Stage Audit and Assurance paper. This is
an outstanding achievement and we hope there will
be many more Malaysian prize winners in the years
to come,” said Leonetti.

There are six papers for the Professional Stage of

the ACA. These are Accounting, Audit and Assur-
ance, Business Finance, Business Management, Fi-
nancial Reporting and Taxation. Most students at-
tempt two or three papers at each sitting. The Pro-
fessional Stage of the ACA qualification develops in
students a sound understanding of the concepts and
principles underlying accountancy and the giving
of accountancy advice. It sets a context of ethical
behaviour for students and the foundations for a
wide range of technical knowledge.

Along with tuition and exams, the Malaysian stu-
dents currently completing the ACA programme will
also complete a three to five year training contract
with an ICAEW authorised employer. Most are train-
ing and studying concurrently and by the time they
complete their training contracts they will have com-
pleted at least 450 days of technical work experi-
ence. There are currently 16 ICAEW authorised
training organisations in Malaysia and these include
major commercial organisations across a number
of industries as well as both large and small accoun-
tancy practices. This means there is a huge variety
of practical work which ACA students can under-
take.

Chair of the ICAEW Malaysia Education Commit-
tee and Partner of PricewaterhouseCoopers, Kuala
Lumpur, Mohammad Faiz Azmi, said: “We are very
pleased with the support we have had from our edu-
cation partner, Sunway since the relaunch of the edu-
cation programme in 2004. Their help has contrib-
uted to our initial successes in the recent exams.
We would also like to congratulate all our student
members who passed and in particular our prize
winner, Shee Ghee Chew.”

These hardworking students have a short break
from study before recommencing classes at Sunway
University College in April.

Prize Winner,
Shee Ghee Chew,
PricewaterhouseCoopers,
Kuala Lumpur

AT

“The Institute is delighted with the high standard of results from

Malaysian students especially given that this is the first batch of

candidates to sit for the exams following the launch of the ACA tuition

programme at Sunway University College in August 2004.”

 Aude Leonetti, ICAEW Education & Training Head of Operations,

“We are very pleased with the support we have had from our education

partner, Sunway since the relaunch of the education programme in 2004.

Their help has contributed to our initial successes in the recent exams.”
Mohammad Faiz Azmi, Chair of the ICAEW Malaysia Education Committee

and Partner of PricewaterhouseCoopers, Kuala Lumpur
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Non-Audit Firms
FROM 1-31 JANUARY 2005

New Registration
 NON-AUDIT FIRM NF NO

PERAK DARUL RIDZUAN

CK Ooi & Associates 0625
56-B1, 2nd Floor
Summit Complex
Jalan Dato Tahwil Azar
30300 Ipoh
Tel: 05-243 1311   Fax: 05-243 2746
e-mail: ooichua@tm.net.my

SELANGOR DARUL EHSAN

CYP & Associates 0621
44, Jalan USJ 13/3F
47630 Subang Jaya
Tel: 012-395 1781   Fax: 03-5621 5604
e-mail: yupong@gmail.com

LH Financial Management & Advisory 0623
3, Jalan Putra Perdana 6/15
Taman Putra Perdana
47100 Puchong
Tel: 012-695 8456   Fax: 03-9285 4032
e-mail: linghong.loo@gmail.com

WILAYAH PERSEKUTUAN

Teh & Partners 0622
No. 255, 2nd Floor, Wisma MPL
Jalan Raja Chulan
50200 Kuala Lumpur
Tel: 03-20708006   Fax: 03-20708006

Thomas & Associates                0624
No. 24-2, Medan Setia 2
Plaza Damansara
Damansara Heights
50490 Kuala Lumpur
Tel: 03-20925626   Fax: 03-20931241

Audit Firms
FROM 1-31 JANUARY 2005

New Registration
 AUDIT FIRM AF NO

JOHOR DARUL TAKZIM

MDZP & Co. 1573
15 Jalan Nila Enam
Taman Pelangi
80400 Johor Bahru
Tel: 07-3206205
e-mail: mdz@sure-reach.com

WILAYAH PERSEKUTUAN

Christopher Heng Affiliates 1572
568-8-13, Kompleks Mutiara, Level 8
3 1/2 Mile, Jalan Ipoh
51200 Kuala Lumpur
Tel: 03-6257 1130   Fax: 03-6257 0500
e-mail: christopher@christopherheng.com
website: www.christopherheng.com

M E M B E R S ’  U P D A T E

This space could be yours for RM200!

You may use it to promote your

business or to seek for assistance

among members! Interested, please

contact Cik Hani of the Development

and Promotion Department

Tel: +603-2279 9200 Ext 324 or 146

Fax: +603-2274 1783

SPECIAL NOTICE

(AF: 1565)

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

� Affiliation with like-minded firms sharing the global
vision of growth within Malaysia.

� As a fast-expanding global firm, we are constantly
seeking new talent in the industry to join Parker
Randall Malaysia with a view to grow with us.  All
positions will be considered.

If you are interested, please e-mail us at parkerrandall@raymond-
liew.com or contact us at: Tel: 603-7665 1738 Fax: 603-7665 1739

Operation Ceased
 NON-AUDIT FIRM NF NO

JOHOR DARUL TAKZIM

P.W. Go & Company 0255
49A, Jalan Dedap 4
Taman Johor Jaya
81100 Johor Bahru
Tel: 07-356 2497   Fax: 07-3532085
e-mail: peewei@pd.jaring.my

SELANGOR DARUL EHSAN

Hema & Associates 0533
Unit 613, 6th Floor, Block A
Damansara Intan, No. 1, Jalan SS 20/ 27
47400 Petaling Jaya
e-mail: hemajayasuria@hotmail.com

Shanmugsunthara 1574
4B-3, 3rd Floor
Lorong Padang Belia
Off Jalan Tun Sambanthan 3
Brickfields
50470 Kuala Lumpur
Tel: 03-2260 3115   Fax: 03-2260 3115

WHL & Associates 1576
No.18-2A, Vista Magna
Jalan Prima
Metro Prima
52100 Kuala Lumpur
Tel: 012-678 0101

Operation Ceased
 AUDIT FIRM AF NO

WILAYAH PERSEKUTUAN

Abd Halim Adam Zalghani 1372
B-11-3, Blk. B, 11th Flr.,
Megan Phileo Avenue
12, Jalan Yap Kwan Seng
50450 Kuala Lumpur
Tel: 03-21664776   Fax: 03-21660776

Yeo & Hong 0966
Room 602, 6th Flr
Bangunan Toong Hsing Loong
26 Jalan Petaling
50000 Kuala Lumpur
Tel: 03-20787848   Fax: 03-20726923
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       What do you call 500 accoun-
tants at the bottom of the ocean?

      A good start.

A C C O U N T A N T S ’  C O R N E R

… Counting on Humour

Coffee Break
Four men, an engineer, an ac-
countant, a chemist and a gov-
ernment worker were bragging
about how smart their dogs
were.

To show of f, the engineer
called to his dog and said, “T-
Square, do your stuf f.”

T- square trotted over to a
desk, took out some paper and
a pen and promptly drew a
circle, a square and a tri-
angle. Everyone agreed that
was pretty smart. But the
accountant said his dog
could do better. He called his
dog and said, “Slide Rule, do
your stuf f.”

Slide Rule went out into
the kitchen and returned

with a dozen
cookies. He
divided them
into four
equal piles of
three cook-
ies each. Everyone agreed that was
good. But the chemist said his dog
could do better. He called his dog
and said, “Measure, do your stuf f.”

Measure got up, walked over to
the fridge, took out a quart of milk,
got a 10 ounce glass from the cup-
board and poured exactly eight
ounces without spilling a drop. Ev-

er yone agreed that was good.
Then the three men turned to
the government worker and
said, “What can your dog do?”

The government worker called to
his dog and said, “Cof fee Break, do
your stuff.”

Coffee Break jumped to his feet,
ate the cookies, drank the milk,
dumped on the paper, molested the
other three dogs, claimed he injured

ATANSWER

An Accountant’s Life
He was a very cautious man,
who never romped or played.

He never smoked, he never drank,
nor even kissed a maid.

And when up and passed and away,
insurance was denied.

For since he hadn’t ever lived,
they claimed he never died.

QUESTION

his back while doing so, filed a grievance re-
port for unsafe working conditions, put in for
Worker’s Compensation and went home on sick
leave.

The Mistress
An architect, an ar tist and an accountant

were discussing whether it was better to spend
time with the wife or a mistress. The architect
said he enjoyed time with his wife, building a
solid foundation for an enduring relationship.

The ar tist said he en-
joyed time with his mis-
tress because of the pas-
sion and myster y he
found there. The ac-
countant said: “I like
both.” ”Both?” The ac-
countant replied: “Yeah.
If you have a wife and a
mistress they will each as-
sume you are spending
time with the other
woman, and you can go
to the of fice and get some
work done.”

Airline Audit
An auditor is hard at work,
auditing an airline. The audi-
tor cannot understand an ex-
cess fuel consumption on a De-
troit to Erie route, for flight
no. 420. The auditor calls
the pilot and demands an
explanation. The pilot re-
plies “It was a late night,
snow storm was raging, and I lost my bearings.”
The auditor demands a statement. “For what?”
the pilot asks. The auditor tells him “for lost bear-
ings.”

Because he looked in the 
file and that’s what 
they did last year.

Why did the auditor 
cross the road?

Why did he cross back?

So he could charge 
the client for 

travel expenses.




