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Time Flies

A

couple of days ago I received a gift from a friend. I apologise for having to kill
the mystery so early in this note but it was a calendar for the year 2005. At
first I was awed at the calendar itself (you would be too if you were a fan of
Lord of the Rings), and then it hit me. “What? We’re at the end of the year already?”
“Tempus fugit”, they say in Latin. Translated to English it means “Time flies”. And
indeed, how it does …
As is customary, the end of the year always makes us look back and take stock of
the milestones we achieved in the year. Admittedly this has been an exciting year at
the Institute.
Most fresh in our memories is the launch of the new corporate image consisting of
the new logo and tagline, ‘Accountants: Managers of Value’ at the National Accountants Conference 2004 (NAC 2004). The recently concluded NAC 2004, themed Principle-Centred Stewardship: Key to Better Business, was a success at all levels, hitting an
all time-high of 1,800 participants.
Apart from that, the Institute has been actively organising programmes and activities that bring tremendous benefit to members. And as always practiced, the Institute
continues to improve the competency of practitioners, while helping to build up a
larger pool of qualified accounting professionals.
Moving on to this month’s Accountants Today, once again we strive to bring you the
best. The Prime Minister Datuk Seri Abdullah Ahmad Badawi during the Budget 2005
announcement, mentioned the introduction of the Goods and Services Tax (GST) in
the year 2007.
Seeing how Malaysia has a sizeable Small and Medium Enterprise (SME) market
which undoubtedly plays a significant role in spearheading economic growth for the
nation, we have featured on the cover an article, titled “The Small and Medium Enterprise Under a GST Regime.” It takes a look at the pros and cons of the GST implementation, and sets out examples of how SMEs in other countries implementing the system have fared. The article also recommends how the Government can make the GST
work for SMEs.
Also in this month’s issue is a Special Report on the NAC 2004 and for those of you
who were unable to be there, do not miss out on the opportunity to read up on the event.
Additionally, we have incorporated an article titled “Management Accounting in Malaysia: Has Relevance Been Lost?’’ This article explores whether there is a need to change
management accounting in order to provide appropriate support to managers in a changing environment. We hope this month’s Accountants Today makes a great read!
Having said that, in the spirit of the festive season, Accountants Today would also
like to take the opportunity to wish its readers Happy Deepavali and Selamat Hari
Raya Aidilfitri! AT
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Give us a chance to change!
䡲 “Change or be changed” is the slogan of the
times. Today, more than ever, businesses that
refuse to change with the times get left behind.
But no matter how much the world changes, the
basics of business remain the same! This is my, a
small practitioner’s, point of view.
This brings me to MIA. It has many working
groups, three of which I happen to have high expectations from. This is especially so since the establishment of the Corporate Law Reform Committee
(CLRC). The groups I am referring to are the ‘mergers & acquisitions’ group, the ‘financial planning’
group and the ‘small practitioners’ group.
As we know, the objectives of the CLRC are to
review, formulate and recommend legal reforms
with a view to modernise existing corporate laws
in Malaysia, e.g. the elimination of the requirement of audit and company secretaries, etc.
The Finance Minister in Singapore announced
in Budget 2003 that audited accounts will no
longer be required for dormant companies and
exempt private companies with annual turnovers
of SGD 2.5 million and below for the financial
periods commencing on or after 15 May 2003.
What’s more, the threshold was raised to SGD 5
million on 15 May 2004. As a result of this
change in the business environment, Singapore’s
small practitioners indicated their intention to
‘close off ’ their businesses as they were not confident of being able to cope with the competition.
Most small practitioners, myself included, are
trained auditors who specialise in auditing and
taxation. Our expertise ends there. We do not
know what else we can do or how to cope in this
competitive world if our services as auditors are
no longer required.
MIA should evaluate the effect of the audit exemption and conduct seminars to educate members, especially small practitioners on the role of
the accounting profession.
Once audit exemption is implemented, our
revenue will drop tremendously. In that case, can
we diversify our core business of auditing to include financial planning as well? On 1 August
2004, the SC’s strict rules on obtaining financial advisor licenses came into effect. While this
move is welcome, why does the SC limit qualified chartered accountants from venturing into
this industry? I simply do not see why we are not
allowed to provide financial advisory services.
Since MIA has begun its Financial Planning
Working Group (FPWG), I hope this group will
continue to play a more proactive role as evidenced
from the many articles written in ACCOUNTANTS
TODAY. Perhaps, FPWG should try to get recognition from the SC so that MIA will have the power
to recommend capable members to be financial
planners. Other than that, MIA should conduct

more relevant seminars relating to financial planning and related topics.
Being small practitioners, we always face problems and suffer from a dire lack of support. When
we encounter problems, whether technical or practical, we find no way to get solutions except to
read-up on the subject and I must comment that
with the revamped ACCOUNTANTS TODAY, it
does provide us with many meaningful articles.
Now that MIA has a mergers and acquisitions
working group (MAWP) in place, I must say this
group has provided us with some valuable information as published in AT but perhaps MAWP
can provide more “physical” assistance to us on
related issues and assist other members by providing a linkage between member firms so we can
enjoy more synergy. Likewise, more dialogues by
the small practitioners working group and
SMIDEC is also much welcome. In fact, many of
us practitioners have referred to these working
groups from time to time for guidance and we
urge MIA to set up more such groups in the future as the cost to MIA is almost negligible since
many of these participants in the working groups
are experienced and knowledgeable members who
willingly contribute their time and effort for the
benefit of the members. From experience, the technical department is often unable to assist us and
the working groups on the other hand can now
serve as a platform for members to gather advice
and guidance. For this I am grateful.
Sometimes life can be bitter. This is mainly due
to there being too many bogus accountants and
tax agents robbing us of our rightful income. I suggest MIA, through its Mergers and Acquisitions
Working group and the IRB arrive at a solution to
this problem. The SAS will be fully implemented
next year. If exemption is unavoidable, I believe
allowing qualified accountants to provide tax
consultancy services will benefit the whole nation.
GST will be implemented in year 2007 and
the submission of the GST form is verified by
qualified accountants in other countries. What
about Malaysia? And what is MIA going to do
about this? — Chin Chee Seng
CHAIRMAN, EDITORIAL BOARD — The Institute understands the predicament of your goodself and
other similar auditors. While we must change
with the times, we understand that the process of
change can often times be difficult too. The Institute values all its members and so will do all in
its power to ensure our members are able to make
an honest living using the expertise they have at
hand. In view of your comments, you can be rest
assured that more of these meaningful working
groups would be put in place to assist its members. We hear you … and appreciate you sharing
your thoughts with us. Thank you! AT
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POINT OF VIEW

Between Money Laundering
and a Predicate Offence
䡲 We respectfully refer to the article on the
issue of the relationship between tax evasion and money laundering. However, before we start, many people are still asking
“why accountants”.
In the Financial Action Task Force on
Money Laundering (FATF) Fourty Recommendations Consultation Paper issued on
30 May 2002 seeking public comments, it
is stated that: “As with lawyers, over recent
years FATF studies of money laundering
methods and techniques have linked accountants to money laundering schemes and
cases, and accountants appear to be involved
in money laundering for reasons similar to
those applicable to lawyers:
䡲 In a number of countries, accountants act
as ‘gatekeepers’ — through their specialised
expertise they are able to create the corporate vehicles, trusts, and other legal arrangements that facilitate money laundering.
䡲 Accountants of fer financial and fiscal
advice that is often a required element of
complex money laundering schemes.
䡲 The use of accountants and the corporate
entities they create can provide the criminal with a veneer of respectability for their
money laundering operations.
䡲 As anti-money laundering controls are effectively implemented in the financial sector, money launderers are turning to other
sectors, including the use of professionals,
to launder their illegal proceeds.”
Our Malaysian Financial Intelligence Unit
(FIU) has commented to the FATF, among
others, via its submission dated 3 September 2002, that the “proposed Option 2 which
include all external accountants, but only
where they are acting as financial intermediaries. This would encompass giving advice on
matters where they are acting as financial intermediaries. Option 2 is more favourable due
to the nature of risk involved. Accountants act
as ‘gatekeepers’, usually for financial transactions advice unlike lawyers who may be involved in a wider variety of transactions.”
Option 1 proposed by FATF states “all
external accountants (including where the
accountant is an auditor performing a statutory audit function)”.
Upon the finalised revised FATF Recommendations in June 2003, which covered
these professions, the FATF Report on
Money Laundering Typologies 2004 dedi-
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cated a whole section on these so-called
‘gatekeepers’.
A sanitised example on Case 19 illustrates a certain example of an accountant
providing specialist financial advice to
organised crime to launder money.
“A law enforcement operation identified

ous articles and debates, AMLA 2001 has
limited the liability of accountants to certain roles. In that sense, we can say we are
rather fortunate!
And in relation to tax, auditors, external
accountants, and tax advisors are normally
grouped together in discussion on antimoney laundering (AML) recommendations.
In the following sections, we shall discuss some core aspects of money laundering issues before focusing back to the core
issues of this paper.

Suspicious Activities/Transactions
The meaning of suspicious activities;
some describe it as below the level of having to prove it, but above certain foundation to have suspicion. This is a ver y wide
definition. A lot of experience and judgement calls are needed.
Tools that may be helpful include proper
record keeping, due diligence, knowing customers well, good training, and certain observatory skills and analytical techniques.
If we do not know our customer, how do
we know whether his or her transaction or
action is to be considered suspicious.

FATF Recommendations

an accountant, Mr. J, who was believed to
be part of a criminal organisation involved
in money laundering and re-investment of
illicit proceeds derived from drug trafficking led by Mr. X. Mr. J’s role was mainly that
of a ‘legal and financial consultant’. His task
was to analyse the technical and legal aspects of the investments planned by the
organisation and identify the most appropriate financial techniques to make these investments appear licit from a fiscal stance.
He was also to try as much as possible to
make these investments profitable. Mr. J was
an expert in banking procedures and sophisticated international financial instruments.
He was the actual financial “mind” of the
network involved in the re-investment of proceeds available to Mr. X. Mr. J operated by
sub-dividing the financial transactions
among different geographical areas through
triangle transactions among companies and
foreign credit institutions, by electronic transfers and stand-by credit letters as a warrant
for commercial contracts which were later
invested in other commercial activities.”
Well, as we are all aware from the vari-

Accountants and company secretaries
(and other professionals or their firms)
have become reporting entities due to the
newly revised FATF Recommendations issued in June 2003 (first set of recommendations being in 1990 and second in 1996)
designating these professions as subject to
the FATF Recommendations for money
laundering and terrorist financing.
Out of the 40 recommendations, about half
deal with matters related directly or indirectly
to the above. The others deal with governmental matters on establishing the recommended legal and implementation framework, including international cooperation.
Thus, to have a better understanding of
the front-end roles, it may be good to understand the reasons, issues and motives at the
back-end. Wordings on laws may change, interpretations may change, but the motives
behind them take a much longer time and a
higher level of external shocks to change.

Process of Money Laundering
Money laundering has many definitions.
Now we are moving towards the process
of money laundering instead of just the
end-results of it, i.e. legitimising illegal
gains. Thus, many are now familiar with
the various stages of money laundering:
placement, layering, and integrating.
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At this juncture, we would also like to
humbly point out that we may need to differentiate the ‘structuring’ method used
during the ‘placement’ stage, and the use
of financial products from financial structuring mechanisms in the ‘layering’ process. The former is used in jurisdictions
where threshold repor ting is required,
thus, the motivation to structure deposits
or transactions just below the threshold
amount, to avoid being reported to FIU or
other competent authorities. The latter is
the process where great effort is made to
ensure the tracking of the money trail is
extremely difficult and sometimes frustrating, thereby posing a tremendous challenge to FIUs in many countries especially
when it happens in a few different jurisdictions with various levels of AML controls.
We have read much about the frustration
felt by the bureaucracies involved in international cooperation in regards to the sharing of financial information and the length
of time involved.
We will not deal with the micro aspects,
mechanisms and typologies of each stage
of money laundering as many articles have
touched on them. Neither will we dwell on
the technical definitions on what kind of
ser vices fall under AMLA. We can only say
that there has been an increasing trend of
reliance on professionals including accountants in certain stages of the money laundering process, as identified in the typology reports, thus, making accountants reporting entities.

Money Laundering &
Predicate Offences
Back to the topic of this article, before we
divert too much, there are two issues here.
Firstly: We are looking at the perspective that one need not be responsible for
or involved in the whole process, or the
end-results, i.e. legitimising illegal monies.
Secondly: When we look at illegal gains
or illicit monies, we are looking at the issues
of predicate offences. This area itself can be
debated on. Some use the rule of thumb, that
any offence that can carry a jail sentence
upon conviction of two years or more qualifies as a predicate offence or what is sometimes termed as a serious offence. There are
also many motives and reasons why this is
so. But, more importantly, this rule of thumb
creates hundreds of offences in some jurisdictions that qualify for this definition.
Now, we turn back to the article mentioned above as an example where one attempts to look at the perspective of linkNovember 2004 • ACCOUNTANTS TODAY

ing the issue of the money laundering process and the issue of predicate or serious
offences.
Firstly, if one has in possession illicit monies, say for argument sake, from “a very serious crime”, one would likely pay tax, if possible, to legitimise it. Then, one would have
paper trails to facilitate banking transactions
or the placement stage (investing in legal
assets or businesses). The lower level of tax
evasion could be those undeclared or under-declared income from so-called legitimate activities (or activities that fall in grey
areas but do not seriously jeopardise third
party welfare or national security).
We are not sure whether the Act or the
current international efforts (including
that of the Malaysian authorities) on
money laundering and terrorist financing
are targeting the latter group, but we are
of the opinion that for “very serious offences”, the loss or cost due to paying of
tax is not a material consideration, as there
are reports that some are willing to lose
up to 20 per cent in the process, or for certain very high margin activities such as
drug-related businesses, even up to 50 per
cent, if it can be legitimised.
Why is terrorist financing placed under
FATF Recommendations and under the
same Act? If we were to take terrorist financing into account, then it makes the analysis
above much more complicated. Some say
terrorist financing is the reverse of money
laundering, where legitimate monies are
collected from various sources and used for
illegitimate purposes, although this may be
over-simplifying the matter, as there are also
monies from illegitimate sources.
The core is that it will be helpful to differentiate the money laundering process
and the predicate or ‘serious’ offences, and
understand why the whole FATF Recommendations come into place and also the
AMLA. This will provide some pacifying elements and probably increase the level of
judgement in practice instead of the debate
on technical terms.
Some have said money laundering is as
old as prostitution.
There have been some laws on AML in
many jurisdictions. The new international
trend is putting more responsibility to reporting institutions. It also allows authorities to shift the burden of proof to the defendant, i.e. for one to justify that one’s income or wealth comes from legitimate activities, rather than for the prosecutor to
justify that the income or wealth comes from
certain specific illegal activities. If prosecu-

tors have clear evidence to prosecute one
under the predicate offence, we believe that
they will do so, instead of relying on the powers bestowed under AMLA 2001.
Many of the recommendations are results of money laundering typologies contributed by various countries. FATF publishes its typologies and annual report every year. Malaysia is a member of the Asia/
Pacific Group on Money Laundering
(APG) which is an FATF-styled body subscribing to FATF Recommendations. APG
conducts its own typology meetings to
identify trends of money laundering and
terrorist financing in the region and in each
member country.
It will be useful for accountants and company secretaries to have access to these
typologies to be more alert to the common
methods and current trends.

Conclusion
In conclusion, we would like to focus on
the earlier discussions of predicate offences and the money laundering process.
We are not FIUs or doing enforcement
work. Thus, it is really not wise to connect
issues on predicate of fences and the
money laundering process.
Our responsibility is to report suspicious
activities (for some institutions such as FIs,
it covers a wider scope, but fortunately for
accountants and company secretaries, the
scope is more clearly defined), threshold reporting if required in future, and to have
proper record keeping, firstly to assist in
knowing whether a customer’s activity or
transaction is suspicious or not, and secondly,
to assist the authorities in financial investigation if called for. However, the Malaysian
FIU has been generous in requiring most of
FATF Recommendation 15 to be imposed
only on accountants in September 2005, giving a one-year lead-time to prepare for it.
In short, if we are able to do the above,
we hope we are better guided in this new
responsibility that will befall us all in this
21st centur y (some jurisdictions were already practising them a decade or two ago);
and secondly, back to the article mentioned
that prompted us to write to your esteemed
publication; Our humble opinion is that the
question of whether tax evasion is money
laundering does not arise at all, if we are to
look at it from the above perspectives. AT
Bob Lew, BEc, MBA, CFP, Chairman, AML
Committee, NagaCorp Ltd., Professional Member, ACAMS and Richard Ling, Chartered Accountant, Deputy Chairman, AML Committee,
NagaCorp Ltd., Professional Member, ACAMS.
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KNOW YOUR COUNCIL MEMBERS

Raymond,
Liew Lee
Leong

Peter, Lim
Thiam Kee

Yeo Tek
Ling

Raymond Liew was re-elected as a Council

Peter Lim was elected to the Council at this

Yeo Tek Ling was re-elected to the Coun-

Member during the recent Annual General

year’s AGM which was held on 25 Septem-

cil during this year’s Annual General Meet-

Meeting held on 25 September 2004. He was
first elected to the Council in December
2001 and has been positively contributing
towards the betterment of the Institute dur-

ber 2004. Having served as a senior employee in an international audit firm for
eight years and having been in public prac-

ing (AGM). He was first elected as a MIA
Council Member in September 2000 and
then re-elected in December 2001.
Coming from the commerce and industry

tice for more than two decades, Peter has

segment of the profession, Yeo brings with

He holds an MBA from Brunel University,

been actively serving and contributing to

him a wealth of experience as a professional

UK and is both an ACCA and MICPA. He

the accounting profession over the past few

accountant in business. In MIA, he chairs the

has spent a good 20 years in the UK to broaden

years.

Professional Accountants in Business (PAIB)

ing his tenure as a Council Member.

his accountancy experience with professional
firms and international companies. He embarked on his audit practice under Raymond
Liew & Associates upon returning to Malay-

At the Institute, Peter was recently appointed to chair the Insolvency Practice
Committee. Since 2001, he has also been

Committee. He is also the Institute’s representative on the International Federation of
Accountants (IFAC)’s PAIB committee.
Apart from that, he also chairs the In-

sia in 1997. Within a short span of time,

the chairman of the Small Practitioners

vestigation Committee. Yeo is currently a

Raymond Liew & Associates have expanded

Working Group. Apart from that, he is a

member of the Accreditation, Examination

their horizons in the accounting profession

member of the Investigation, Taxation,

and Ethics Committees. He also chairs the

with their affiliation to Parker Randall Inter-

Continuing Professional Education, Public

Organising Committee for the National

national, UK.

Practice Committees and the Company

Award for Management Accounting

He is also the Chairman of the Audit
Committee of Council, Editorial Board for
Accountants Today and also for the two
Working Groups under the Public Practice

Law Practice Forum.
He presently serves as the President of
the Institute of Chartered Accountants in

(NAfMA) Best Practice 2004, a joint effort
between MIA and The Chartered Institute
of Management Accountants (CIMA), Malaysia Division that recognises organ-

Committee, which are Mergers & Acqui-

Australia (ICAA), Malaysia Branch and has

isations that adopt best practices in man-

sitions and Financial Planning.

held that position since 2001. Peter has also

agement accounting.

He also sits on the panel of Audit & In-

been a Council Member at the Malaysian

solvency Practice interviewers in the Min-

Institute of Certified Public Accountants

istry of Finance and is actively involved in
the following committees of MIA namely
the Financial Statement Review, Insolvency
Practice, Internal Audit, Public Practice,

(MICPA) since 2002 as well as the Malaysian Institute of Chartered Secretaries and
Administrators (MAICSA) since 2001.

Apart from that, he is also a Council
Member of CIMA’s Malaysia Division.
He began his career as an Assistant Accountant with Associated Pan Malaysia Cement Sdn Bhd in 1981. In 1985, he joined
Advanced Packaging Technology (M) Bhd

He notes that significant changes

as an accountant and subsequently assumed

brought about by events such as

the position of finance and administration

Raymond believes accountants should

globalisation and trade liberalisation have

manager and corporate planner. He was

always move for ward and scale new

been taking place in the accounting frater-

appointed a director of the company in Janu-

heights. Having gained a wealth of experi-

nity in recent years. With his vast experi-

ary 1994 and assumed the position of fi-

Public Relations, Taxation and is a Trustee
for MAREF.

ence in the accounting profession both in
the UK and locally he decided to devote
much of his time towards the development

ence in public practice, he believes that he
is able to serve members’ interests in the

nance director in January 1996.
Yeo completed the final examination of
The Institute of Cost and Management

of the Institute as well as to promote the

light of these new challenges facing the

Accountants, UK (currently known as

profession as a whole.

profession.

CIMA) in 1981.
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MIA logo design C O N T E S T

contest

MIA Logo Design
And the winner is…

T

䡲

he judging was tough but after
much blood, sweat and tears the

tional College, Damansara.

winners of the MIA Logo Design

䡲

Contest were chosen.

Toh Sook Li from Jalan Klang Lama,
Kuala Lumpur.

1967

Heartiest congratulations go to:

䡲

1 Grand Prize winner — Anuja Ravendran

Ng Kah Him from Taman Nir wana,
Ampang.

from Brickfields, Kuala Lumpur.

䡲

2 Second Prize winner — Raja Hizainee
Raja Hizam from Ampang, Kuala
Lumpur.

Zhang Jin Song from KBU Interna-

Chester Ho Chuan Yee from Jalan Awan
Cina, O.G. Heights, Kuala Lumpur

A C C O U N T A N T S : M A N A G E R S O F VA L U E

To ensure that the judging process was
fair, shortlisted entries were submitted to the

3 Third Prize winner — Jeremy Chan Hua

Institute’s Council and EXCO members who

Wei from Sarawak.

then deliberated on which logo design

Well done! Their entries

best answered all the contest’s criteria.

were not only original and

On behalf of the Institute, the MIA

creative but upheld the prin-

Logo Design Contest Selection Team

ciples, image and integrity of

would like to thank all 137 participants

the Institute as well.

who sent in their entries before the 29

And that’s not all. Also worthy

February deadline. Your efforts have

of mention are the five Consolation

really made the Institute proud of you!

Prize winners
䡲

Well done to all the winners and to Anuja

Norzehan bin Dol Kamid from

in particular, thank you for making the In-

Sungai Mati Muar, Johor.

stitute look good for many years to come.

LOGO SPECIFICATIONS

Usage of the MIA Logo —
Terms and Conditions
By reproducing or using the MIA LOGO, members agree to the following
terms and conditions:
Members may reproduce MIA’s logo for all promotional and publicity material, provided that all such reproduction of the Institute’s
logo must be in good taste and professionally dignified. Members
are allowed to reproduce MIA’s logo from the MIA website: A C C O U N T A N T S : M A N A G E R S
www.mia.org.my, subject to the following terms and conditions as listed on the next page.
November 2004 • ACCOUNTANTS TODAY

1967

O F VA L U E
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LOGO SPECIFICATIONS (con’t …)
Usage of the Logo

Where the logo is used in grey and black

There are four permitted versions of the logo, either with the title on:

The colour used should be:
Black (100%)
Grey (60 %)

䡲 The right of the logo
䡲 The left of the logo
䡲 Top of the logo

䡲 Typeface

䡲 Underneath the logo.

ITC Avant Garde Gothic (Medium)
ITC Avant Garde Gothic (Medium Italic)

(Note: please see samples below)*

䡲 Sample 1 (Black & White Version — text on right)

䡲 Sizes
The size of the logo may be varied depending on the circumstances.

1967

Malaysian Institute of Accountants
(Established under the Accountants Act 1967)

In the event members wish to have artwork
for the logo, requests for the same can be
made to the Corporate Communications Department of MIA, which will provide the
logo in various sizes as conventional or digitized artwork for high quality reproduction.

Institut Akauntan Malaysia
(Diperbadankan di bawah Akta Akauntan 1967)

䡲 Sample 2 (Colour Version — text on left)

Malaysian Institute of Accountants

1967

(Established under the Accountants Act 1967)

䡲 Advertising and

Promotional Printing

Institut Akauntan Malaysia
(Diperbadankan di bawah Akta Akauntan 1967)

䡲 Sample 3
(Black & Grey Version — text on top)

䡲 Artwork for the logo

䡲 Sample 4
(Colour Version — text on bottom)

Malaysian Institute of Accountants
(Established under the Accountants Act 1967)

Institut Akauntan Malaysia
(Diperbadankan di bawah Akta Akauntan 1967)
1967

1967

Malaysian Institute of Accountants
(Established under the Accountants Act 1967)

All advertising and promotional printing
must prominently display the Institute’s
logo. Promotional brochures, fliers and
other publicity material should display the
Institute’s logo prominently on the cover.
Use of the logo in return address configuration on a mailing panel does not have to
meet this requirement.
Whenever applicable and visible, the
Institute’s new tagline, Accountants: Managers of Value should be displayed together
with the Institute’s new logo. For example:

Institut Akauntan Malaysia
(Diperbadankan di bawah Akta Akauntan 1967)

* Although the title (Malaysian Institute of Accountants) together with the words (Established under the Accountants Act 1967) are not part of the logo, it is recommended that
we do not separate them or use the logo in the absence of the above title and words or
vice-versa.

1967

Where the MIA logo is used with another organisation’s logo, both should be placed
adjacent to each other, either side-by-side or one above the other.

䡲 Colour of the Logo

A C C O U N T A N T S : M A N A G E R S O F VA L U E

The logo may be used in black and white, grey and black or colour.
Where the logo is used in colour
FOUR COLOUR PROCESS
The colour used should be:
Midnight Blue — C100, M100, K50
Blue — C95, M70
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䡲 Design for letterhead, office

stationery and business cards
PANTONE
The colour used should be:
Midnight Blue — Pantone 2695
Blue — Pantone 2728

The Institute uses an approved design
for letterhead, stationer y and business
cards. Substitutions or variations from
these designs are not authorised. AT
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C O V E R goods and services tax

The Small and Medium
Enterprise Under a

GST Regime
It is generally perceived that the introduction
of the Goods and Services Tax (GST) can
facilitate a significant improvement in the
overall tax administration and enable revenue
authorities to introduce modern procedures
based on voluntary compliance.
The terms GST and Value Added Tax (VAT) are synonymous and are used interchangeably in this article.

10

By Jeyapalan Kasipillai
& Raymond Liew

I

n this GST-based article, the measures discussed to support small and medium businesses are obvious, but need to
be mentioned, even stressed, due to their significance. Other
measures outlined are perhaps not so obvious. Small and
medium enterprises (SMEs) form the backbone of the business
community with an estimated 45,000 of these enterprises playing
a significant role in Malaysia’s emerging economy. Their share of
revenue accounts for about 15 per cent of total revenue of the
manufacturing sector and they are regarded as the driving force
of the Malaysian economy.
The generic term ‘GST’ covers a set of broad-based ad valorem
taxes that share two common features, namely:
1 the tax is collected at every stage of the production process, and
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2 the amount collected at each stage is
based on the value added at that stage.
One of the measures, Prime Minister
Datuk Seri Abdullah Ahmad Badawi announced in Budget 2005 on 10 September,
was the introduction of GST effective 1 January 2007. The broad-based consumption tax
will replace the existing sales and service tax.
The aim of this article is to explore the problems faced by SMEs and the varying approaches that can be considered in assisting
these SMEs to comply with the relevant law.

Overview of SMEs
Research findings indicate that SMEs
play an important role in an economy. According to the National Chamber of Commerce and Industry of Malaysia (NCCIM),
SMEs currently constitute about 92 per
cent of the 690,000 companies registered
in the countr y. Collectively, these entities
generated some RM62.5 billion worth of
goods and services in 20021(Star, 2003).
The core strength of SMEs is their greater
flexibility and, to a significant extent, their
innovative abilities and creativity compared
to other forms of business entities. The core
weaknesses traditionally attributed to such
enterprises are, above all, their weak financial resources and the associated difficult
access to loan facilities essential to their development. This also holds true from the
perspective of the practical implementation
of their concrete innovative objectives.

䡲 Taiwan
In Taiwan, the SMEs are renowned for
their product innovation, robust exports,
price competitiveness and delivery of high
quality products. In recent years, the SMEs
in Taiwan got so successful that their countr y has been nicknamed the Kingdom of
SMEs by the international business community 2(StarBiz, 2003).

national state-aid schemes, community
programmes to support research activities
and guarantees for loans to SMEs.

䡲 United Kingdom
In 2002, SMEs accounted for nearly 54
per cent of the UK’s gross value added in
the economy excluding the public sector
and almost 40 per cent of net capital expenditure 3(Willsher, 2003). According to the
Federation of Small Businesses in Britain,
there are 3.7 million small businesses but
only 10,000 large companies. Consequently,
small businesses account for a large proportion of the nation’s business activity and,
therefore, its ability to generate wealth.
The Bank of England’s 2003 Report revealed that small business deposits with
banks rose in 2002 and exceeded total borrowings by over £3 billion suggesting small
businesses are, as a community, net providers to the credit system. The favourable
figures indicate that small businesses are
becoming more skilled in treasur y management, maintaining precautionary cash
balances and deposits rather than relying
on borrowings.

䡲 Thailand
In Thailand, the government introduced
flexible corporate tax rates on the net income of SMEs with a view of promoting
domestic investments. The var ying tax
rates on the net income of SMEs are as
follows:
Net Income of SMEs
(Baht)
1 to 1,000,000
1,000,001 to 3,000,000
3,000,001 and above

Tax Rate
(%)
5
20
30
Note: RM1 = 11 Baht

䡲 European Union

In order for an SME to benefit from the
var ying corporate tax rates, the paid-up
capital of the company should not exceed
5,000,000 Baht.

There are over 19 million SMEs in the
European Union representing 89.5 per cent
of all EU enterprises. These SMEs employ
more than 74 million people, thereby becoming a source of employment, entrepreneurship, innovation and growth.
As a recognition of their important social and economic function, as well as of
the particular difficulties they might face
in their development, SMEs benefit from
specific treatment in several areas such as

The Malaysian Government has provided
favourable tax treatment to SMEs. It introduced a dual corporate tax structure effective Year of Assessment 2003 for resident
companies with ordinary paid-up capital of
RM2.5 million and below where the first
RM100,000 of the chargeable income was
taxed at the lower rate of 20 per cent. From
Year of Assessment 2004, the threshold of
RM100,000 was increased to RM500,000.
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䡲 Malaysia

The remaining chargeable income is subject to the normal corporate tax rate of 28
per cent. Raising the threshold of chargeable income for SMEs will increase tax savings hence enabling such tax savings to be
used to reinvest into the business expansion
plan. The increase in the threshold from
RM100,000 to RM500,000 is estimated to
release an additional RM322 million for reinvestment. This move will undoubtedly
strengthen the operations of local SMEs.

Problems Faced by SMEs
SMEs undergo many challenges principally due to their disproportionate size.
They often face difficulty in managing government laws and regulations. A study by4
Deep and Kasipillai (2004) revealed that
over 60 per cent of sales tax license holders sought external assistance to comply
with the sales tax provisions while the balance utilised their internal staff to deal with
sales tax matters. This study used a survey approach to assess the extent of respondents’ knowledge about sales tax laws
and regulations.
Furthermore, many SMEs may face the
problem of cashflow difficulty due to the payment of GST upfront. Also the employment
of qualified internal staff with the necessary
experience can be quite costly. To add on to
the problem, software programmes would
need to be revised to take into account the
GST element hence adding on to the cost of
operating a business.

䡲 Disproportionate Compliance
The findings on large public-listed firms
(see 5Loh et al., 1997) reveal income tax compliance costs of Malaysian companies are
higher for smaller companies than for larger
companies. This suggests compliance costs
are regressive in nature in Malaysia as in
other countries. By extending the findings
of this study, it can be predicted that the
compliance costs per unit of revenue of a
1

2

3

4

5

Star (2003), “Small and Medium Industries Huge Source
of Income”, Star Publications Ltd, Kuala Lumpur.
StarBiz (2003), “Awards for SMEs”, The Star, Star
Publications Ltd, Kuala Lumpur, p.10, 7 February.
Willsher, R., (2003), “When the Chips are Down
How Do SMEs Fare with their Banks”, Accounting
& Business”, TPL Printers (UK) Ltd.
Deep and Kasipillai (2004), “Degree of Understanding and Responsibility of Taxpayers on the Collection and Payment of Sales Tax”, Unpublished,
Universiti Utara Malaysia, September.
Loh, A., Ariff, M., Ismail, Z., Shamser, M., and Ali, M.
“Compliance Costs of Corporate Taxation in Malaysia, 1995 (1997), Pacific Accounting Review, Vol. 134.
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The Small and Medium Enterprise Under a GST Regime
SME in dealing with sales tax and service
tax will be higher than that of listed firms.
Since a vast majority of firms are not listed
in formal exchanges, it is, therefore, an
important research question to obtain estimates and confirm this hypothesis about
compliance costs incurred by SMEs.
A study by 6Mustafa, Arif and Kasipillai
(2000), has shown that the compliance
costs of SMEs are substantially higher
compared with the costs measured for exchange-listed, therefore, larger firms. The
average tax is merely one-eleventh of the
average tax paid by a typical larger firm,
yet the average compliance cost of the
larger firm is only three times that of a typical SME. Thus, compliance costs are four
times more regressive for SMEs.
Generally, business organisations in Malaysia comprise of sole proprietorships,
partnerships and companies. Partnerships,
however, are not taxable entities but the
income that is allocated to the partners is
assessed on them individually.

䡲 Poor Maintenance of Records
A large proportion of small businesses (including sundry shops and restaurants) are
cash traders. Many of them do not use computerised accounting, let alone cash registers,
to maintain records that are badly needed to
compute GST liability. This is further compounded by the lack of funds for investments
in such computerised and related systems
which is another issue of concern.
Many of these small businesses especially
sole proprietors may not have the necessary
knowledge of computing GST hence may
fall short of the law and may ultimately result in default payments of penalties which
add on to the cost of operating a business.

䡲 Tax Avoidance
Businesses that transact in cash are generally able to understate their income. According to 7Mitchell (1997), the small business sector is “generally and substantially
less compliant than salary and wage earners and larger business” and the “diversity
and variety of factors influencing compliance behaviour of small business’ makes
their administrative task more problematic.

Criteria and definitions of SMEs
It is important to define an SME as once
its status is established then businesses can
have a clear incentive to be included in that
category. In recent years, many Govern-
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“A large proportion of small
businesses are cash traders. Many
of them do not use computerised
accounting, let alone cash registers,
to maintain records that are badly
needed to compute GST liability.”
ments such as Thailand and Malaysia assisted SMEs by providing them favourable
tax treatment, advantageous loan facilities
and support services to export their manufactured goods and financial-related services.
There are numerous definitions of an
SME and its meaning would vary from one
country to another; and would again depend on who you seek for a definition. Generally, common criteria used to identify
SMEs are capital employed; number of
staff employed and/or annual turnover.
According to the 8European Commission
(1996), SMEs are defined as enterprises
which have fewer than 250 employees, and
have either, an annual turnover not exceeding 40 million Euro (RM 186 million) or an
annual balance-sheet total not exceeding
27 million Euro (RM 218.5 million) and
conform to the criterion of ‘independence’.
‘Independent enterprises’ are those which
are not owned as to 25 per cent or more of
the capital or the voting rights by one enterprise, or jointly by several enterprises,
falling outside the definition of an SME.
In Hungary, the lack of a definition of an
SME is hampering the transparency of the

development of the SME sector and the
implementation of promotion measures
(www.unece.org/indust/sme/def-cit.htm).
The Ministry of Industry and Trade has
elaborated a concept for SME development
and submitted it to the Government for approval. In Poland, the lack of a definition
and consistent SME policy has caused the
ineffective utilisation of assets.
In Malaysia, the Ministry of International
Trade and Industr y (MITI) has defined
SMEs as “Companies with employees not
exceeding 150 with an annual sales turnover
not exceeding RM250 million. Companies
satisfying both criteria (relating to employees and sales) would qualify to apply for
special financing facilities, a Government incentive provided to promote SMEs. From
the Malaysian income tax perspective, an
SME is defined as a resident company with
ordinary paid-up capital of RM2.5 million
and below at the commencement of the basis period for a year of assessment.

Taxable person, turnover and
cascading effect
The GST is charged on the supply of goods
and services but it is the ‘taxable person’ who
must register for GST and comply with the
law. The definition of a ‘taxable person’,
hence, is very important but it too has interpretation problems. Under the Service Tax
Act 1975, “a taxable person is anyone who is
prescribed to be a taxable person under the
Act”. A taxable person includes an individual,
a firm, an association of persons, a company
and every other judicial person. When a taxable person is liable to be licensed, then all
the varying but related businesses should be
aggregated to determine whether the threshold has been reached. There are ways to circumvent the need to apply for a license by
placing the ownership of those businesses
with varying persons so as to remain below
the threshold limit.
The service tax is levied at five per cent
on its turnover, though in fact the ‘services’
element in this, say, is only RM400,000 (the
difference between the value of the food
sold as meals, and the cost of the ingredi6

Mustafa, Ariff and Kasipillai (2000), “Compliance
Costs of Small and Medium Enterprises”, Journal
of Australian Taxation”, Vol.4, Issue 1.

7

Mitchell, V. (1997), “Small and Medium Enterprises
and ATO” Australian Tax Forum, Vol.13, No. 1

8

European Commission 96/280/CE, of 3 April 1996,
(CEU Journal No.L.107/8)
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ents and power, etc.). A retail store with the
same turnover may have the same level of
input costs, so is effectively providing retail
services of RM400,000, but pays no service
tax. However, both types of business, and
hence their customers, will be bearing the
burden of whatever level of sales tax is incorporated in the businesses’ input costs.
Sales tax is charged and levied when a taxable person sells Malaysian manufactured
goods. However, there is a complicated set
of procedures to obtain relief from the tax
on inter-firm transactions, which results in
the tax ‘cascading’ to some degree. The result is that some manufacturers (and ultimately consumers and businesses investing
in a new plant and equipment) will be paying more than the 5, 10, 15 or 25 per cent
rate on what they buy. Another implication
is that a sales tax component is incorporated
in many of the goods and services we purchase, even those, such as fresh foodstuff,
which most of us believe are tax-free.

GST legislation and dealing with
SME problems
There are ways to mitigate problems faced
by small and medium businesses. Let us consider the threshold limit and option to exempt
small business from filing a GST return.

䡲 Threshold Limit
The threshold issue is not to be taken
lightly given that a low initial threshold in
numerous countries that have introduced
GST has been cited as one of its main drawbacks. For example, Uganda’s GST (known
as VAT) faced problems when it was introduced in 1996 (at $20,000, later raised to
$50,000). Available IMF data has also reported that Ghana’s VAT did not take off
when introduced in 1995 as the threshold
level was low (fixed at $20,000) but was successfully reintroduced in 1999 when the
threshold was increased to $75,000.
An important obser vation is when there
are no administrative costs to a business
entity, the most preferred threshold is then
zero. This however is not true as businesses have to maintain accounting
records and hence are bound to incur compliance costs. An ideal guide is to fix the
threshold at the level where the compliance costs saved are equated with the revenue foregone. If one can establish, by application of statistical tools, when the valueadded base is largely concentrated among
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few enterprises, then, a high threshold is
of course the most pragmatic approach. A
case in mind is the prevalence of several
supermarkets as well as hypermarkets that
make-up the bulk of the transactions of
goods and services that normally are subject to GST. Why not then concentrate on
the large players and relieve small firms
who under normal circumstances struggle
to compete due to low economies of scale?

Conclusion

tries, the Government (2004 Budget Proposals) too has singled out SMEs to spearhead
domestic growth.
However, there is a group of ‘unhappy’
people representing non-governmental
organisations (NGOs) and the public who
have expressed their non-approval for the
introduction of the proposed GST. Their
main argument is that GST favours the rich
and burdens the poor at large. Their contention is that “it will burden the people
and contribute to the widening gap between the rich and the poor, not to mention the rise in the inflation rate”.
However, tax practitioner, Beh Tok Koay
is of the opinion that “perhaps this small
group lack an understanding of the whole
system of GST. It is supposed to be broadbased and will replace the service and sales
tax system, and this in turn will help to reduce income tax rates”.
There could be two GST rates: a lower rate
for SMEs and a higher rate for large enterprises. Imposing two GST rates is, however,
difficult to administer as they provide ample
room for tax avoidance and increase compliance cost. Lowering the compliance cost of
GST would ease the burden of SMEs. If there
is convincing data to show that the compliance cost of SMEs are lower if the accounts
are computerised, then the Government
could provide software packages to the licensees to enable them to correctly compute
GST. Free training and seminars including
visits should be extended to SMEs to enable
them to have a better understanding of the
compliance requirements.
One other option is to exempt small businesses from GST altogether but such a decision too has its drawbacks. The Government
has to analyse the revenue gain as compared
to the compliance cost before making a decision to determine the threshold limit.
With the two-year window period before
GST is in force, all of us have a role to play in
contributing towards the development of a
better broad-based consumption tax system
which ultimately would help reduce the rates
of income tax. No doubt, everyone especially
the SMEs will eagerly await the final introduction of the GST system and the extent of
the expected income tax rate cuts! AT

SMEs form the backbone of the business
activities of a nation. Other than encouraging the growth of new industries such as
tourism and biotechnology-based indus-

Do you wish to share your views on GST? If so,
please e-mail it to either Dr. Jeyapalan at
jeya@uum.edu.my or Raymond Liew of Parker
Randall at parkerrandall@raymond-liew.com.

䡲 Exemptions
Small businesses are normally exempted
from incurring GST but they cannot obtain
a credit for the GST incurred on their purchases. A business that is exempt need not
charge GST on its sales to its customers.
Furthermore, an exempt business need
not file a GST return or maintain GST
records. The effect is that the exempt commodities or the exempt business bear only
part of the GST — the part that is incorporated in its inputs. For example, if a
retailer’s ‘value added’ accounts for 30 per
cent of the net retail price of a commodity,

“Perhaps this small group lack an
understanding of the whole system of
GST. It is supposed to be broad-based
and will replace the service and sales
tax system, and this in turn will help
to reduce income tax rates”.
Beh Tok Koay, Tax Practitioner
the tax incorporated in the final sale price
will be only 70 per cent of the nominal GST
rate. If a business is exempt for GST purposes, there are no significant increases in
compliance or administrative costs though
there are broader distortions caused by the
difference in effective tax rates. However,
if particular commodities are exempt, compliance costs increase. For example, the
business has to keep separate details of
invoices of exempt and non-exempt commodities, and to apportion joint input costs
(say, on general cleaning and fuel and
power) between exempt (non-credited tax)
and non-exempt (credited tax on inputs).
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S P E C I A L R E P O R T NAC 2004

The National Accountants
Conference 2004
Principle-Centred Stewardship:
Key to Better Business
The Malaysian Institute of Accountants (MIA) once again
successfully conducted the 19th National Accountants
Conference 2004 (NAC 2004).

T

he event which recorded a high
participation of over 1,800 individuals once again, just like its
preceding ones, was able to
meet the expectations of those who came
thirsting for information on how to improve
their business as well as work-related
skills. The National Accountants Conference (NAC) has always been the right platform for members of the accounting fra-

ternity to network, exchange ideas and
generally update themselves on issues relating to the profession. It has served as
an important avenue for discussion of the
achievements and challenges facing the
accounting profession and the business
community in general.
As the national regulatory body for the
accounting profession, the MIA has a responsibility in putting across to accoun-

tants current issues that best reflect the
developments on the international business scene that directly or indirectly affect
the practise of accountancy globally. This
year, the two-day conference held from 1213 October 2004 at the Putra World Trade
Centre, Kuala Lumpur focused on the accounting profession’s perspective on Principle-Centred Stewardship: Key To Better
Business.
In his speech, The Honourable Minister
of Finance II, Y.B. Senator Tan Sri Nor
Mohamed Yakcop read by Finance Ministry Advisor YBhg Datuk Siti Hadzar Mohd
Ismail, lauded this year’s theme stating that
it was timely and that the Conference
Organising Committee chose a theme that
best reflects the instillment of good values
such as accountability and integrity. “I believe that the world can, perhaps, do with
a healthy dose of principle-centred stewardship to counter the spate of business
collapse due to greed and corruption.”

YBhg Datuk Siti Hadzar Mohd Ismail (6th from the right), advisor to the Ministry of Finance (MoF) was welcomed by the MIA President
and other high ranking officers from the accounting fraternity
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A traditional welcome for YBhg Datuk Siti Hadzar Mohd Ismail

The MIA president Datuk Dr. Abdul Samad Haji Alias meanwhile, stated that in ensuring a transparent and honest financial
reporting structure, everybody has a role to play. He went on to
say that it is imperative that the right foundation for the
organisation be built, and it must consist of a comprehensive compliance and controls programme to ensure the observance of both
regulatory and legal requirements as well as to propagate a set of
professional code of ethics. He urged accountants to subscribe to
the highest codes of ethics in order to ensure an ideal environment for businesses to thrive.
Spurred by the introduction of new International Education Standards from the International Federation of Accountants (IFAC),
Datuk Dr. Abdul Samad also spoke at length on the need for local

“I believe that the world can, perhaps, do with a
healthy dose of principle-centred stewardship to
counter the spate of business collapse due to
greed and corruption.”
Y.B. Senator Tan Sri Nor Mohamed Yakcop, Minister of Finance II

In discussion … MIA Vice-President, Abdul Rahim Abdul Hamid,
interacting with the Guest of Honour, YBhg Datuk Siti Hadzar
Mohd Ismail. Looking on (from right) … Mohammad Abdullah,
Datuk Dr. Abdul Samad and YBhg Dato’ Othman Abdullah

Participants at the registration counter
The MIA President during the
NAC 2004 press conference
(below) Rapt attention …
Delegates listening to
Datuk Dr. Abdul Samad
at the opening of the
conference

accountants to hold professional accounting qualifications.
He explained that in Malaysia, degreeholders with three years’ experience are
eligible to be members of MIA and hence
be conferred with the Chartered Accountant designation and be eligible to apply for
a license to practice from the Treasury,
that is if relevant experience in auditing is
obtained in a public accounting firm. If one
presents oneself well at the interview, one
can obtain the practice license and start a
firm although one does not possess the
professional accounting qualifications.
He added that having a professional accounting qualification, will definitely put
local accountants on a level playing field
with foreign accountants. It will help them
November 2004 • ACCOUNTANTS TODAY
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Officially launched … Datuk Dr. Abdul Samad (left) and YBhg Datuk
Siti Hadzar Mohd Ismail (middle) unveil the Institute’s new logo

remain competitive and will also, in a
manner, encourage them to always remain within boundaries and maintain
the highest level of ethics. This is so
because as members of professional accounting bodies they will stand the risk
of having their membership revoked
should they engage in malpractices or
dishonest activities.
“This rigor must be implemented in
order to ensure the continuous enhancement of the accounting profession. It is
the only way to benchmark ourselves
against that of our competitors and ensure that our profession is made up of
well-qualified individuals,” he said in his
opening address at the launch.
Following the launch of the NAC
2004, MIA’s new corporate image, comprising of a new logo and tagline which
reads Accountants: Managers of Value
was unveiled. As part of the of ficial
launch of the new MIA logo, a multimedia presentation detailing MIA’s significant milestones and achievements since
its inception was shown to the audience.
In his speech, Y.B. Senator Tan Sri
Nor Mohamed Yakcop also congratulated the Institute on the new corporate
façade and commended the Institute for
taking proactive measures to adapt itself to the changing times. “Regulatory
bodies while stringently carrying out
their tasks as the authoritative figure of
a cer tain industr y, must be flexible
enough to be open to the concept of
change and subsequently, the process
of adapting themselves to these changes
while maintaining their relevance. I am
glad that MIA has understood this con-
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The MIA Secretariat staff manning the MIA booth

Datin Jauriah Mohd Noor presenting a welcome
bouquet to Dato’ Dr. Ng Yen Yen

Dato’ Dr. Ng Yen Yen delivering her speech during
the NAC 2004 Grand Gala Dinner

cept well.”
After the launch of the conference
and the new logo, Datuk Siti Hadzar, accompanied by Datuk Dr. Abdul Samad
and the Institute’s Vice-President Abdul
Rahim Hamid and other officials, took
a tour of the booths at the exhibition
centre. Over 25 exhibitors participated
in the NAC 2004 Exhibition. Delegates
and guests also had the opportunity to
browse through these booths to check
out a variety of products and services
ranging from books to information technology solutions. MIA also set up a
booth at the exhibition to deal with
membership-related matters as well as
to promote the Institute.
In the evening of 12 October 2004, in
conjunction with the NAC 2004, the Institute hosted the Grand Gala Dinner
at the Merdeka Hall in PWTC which
saw the participation of 1800 guests and
delegates. Gracing the Gala Dinner was
the Deputy Finance Minister I, Y.B.
Dato’ Dr. Ng Yen Yen.
In her keynote address, Dato’ Dr. Ng
called out to the accounting industry in
Malaysia to ensure that it continuously
maintains a strong reputation by adhering to ethical practices while maintaining the highest standards of professionalism. As gatekeepers, accountants and
auditors have the critical responsibility
to the investing public to assess and
vouch that a company’s financial statement gives a true and fair view of its
financial performance. She went on to
add that institutions, businesses or otherwise would go nowhere without ethical character-driven stewardship.
ACCOUNTANTS TODAY • November 2004

Dato’ Dr. Ng also congratulated the Institute on the launch
of the new logo. The new logo,
she added, truly reflects the
new tagline of the Institute and
projects a more business savvy
and global feel in line with the
developments in the corporate
arena in present times.
During the dinner, guests
and delegates were entertained
by the University of Malaya
Symphony Orchestra (UMSO)

Yusoff stating that a lucky draw
was under way and though
most of it was pre-drawn, the
first and grand prizes which included two return tickets to
Cape Town, South Africa, and
two return tickets to Tokyo, Japan respectively were yet to be
given away and that the draws
would be conducted at the end
of the dinner.
Following this, singer Ning
Baizura took to the stage with
the UMSO accompanying her
and had the crowd mesmerised with her
crooning. Coupled with the very talented
and impressive UMSO, the performance
was exhilarating to say the least. Ning also
brought along back-up dancers to liven the
mood that night. After a 1-hour powerpacked performance she called it a night.
However, there were requests for an encore
from the crowd and she gladly obliged by
belting out Nat King Cole’s Unforgettable.
The dinner ended after the presentation
to the first and grand prize Lucky Draw
winners. AT

The VIPs sharing a light-hearted moment before dinner was served

“As gatekeepers, accountants and auditors have the critical
responsibility to the investing public to assess and vouch that a
company’s financial statement gives a true and fair view of its
financial performance”.
Y.B. Dato’ Dr. Ng Yen Yen, Deputy Finance Minister I
which comprises of 150 members. The orchestra is made up of musicians and vocalists who are music majors from the
university’s Culture Centre and students
from various other faculties. Several vocalNing Baizura
sings with fine
support from the
musicians from the
University of
Malaya Symphony
Orchestra (UMSO)

ists took to the stage and belted out some
popular numbers during both solo as well
as duet performances.
When the vocalists were done, there was
an announcement by emcee, Yasmin

Guests and delegates at the Grand Gala Dinner

Guests and delegates
were also entertained
by singers from the
UMSO
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Excerpts from NAC 2004 — Plenary Session 1

Facing up to the challenge of
Corporate Integrity
It would be tempting to dismiss the corporate scandal that has crippled the food
giant Parmalat as another Italian quirk, just like the Mafia or the corrupt
politicians. But the Parmalat scandal — which follows the footsteps of other
similar massive corporate irregularities at US companies such as Enron,
WorldCom, HealthSouth and Tyco — is merely the most outrageous recent
example of a common problem: a virtual epidemic of unethical behaviour in
the financial markets. While the above-mentioned cases have made headlines,
there are other financial shenanigans that have qualified as legal, despite their
shifty little twists around accounting standards. Why does ethical misconduct
appear to be on an upward growth trajectory in the financial sector? Aren’t the
financial statements supposed to be prepared based on the good faith of corporate
directors and the integrity of their auditors? Unfortunately, good faith and
integrity, which are the main tenets of good corporate governance, are as scarce
as intangible assets in the financial world today.

W

ith the spotlight on corporate
governance, the role of accountants has been elevated
of late. Enron, particularly, was an important corporate collapse accountants ought
to know because it was the catalyst for a
lot of legislative change. Enron, the 7th
largest listed company in the late 2001,
represented a systematic failure of regulatory and corporate governance, credit
analysis, and perhaps a failure of external and internal audit functions. Meanwhile, WorldCom is a good case for accountants to understand and to research.
In this case, it was the internal audit group
who discovered the fraud. In a way,
WorldCom’s case represents the way internal auditors should work in terms of
maintaining capital value within the
organisation. Conversely, one company in
Europe provided a very good explanation
of why it didn’t need an internal audit
when it claimed that its management
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structure was appropriately designed to
detect and address fraud issues. That
company was Parmalat.
But the key lesson from Enron and
WorldCom, particularly in the US is that,
if listed companies lose the trust of share-

Enron and Parmalat are not common. However, this does not warrant Malaysians in
general to rest on their laurels. Realising
this, consensus has grown, at least in principle, on what good governance entails.
Securities laws and the listing requirements of the stock exchange have been
strengthened, regulatory authorities have
enhanced powers and the media has become more inquisitive and probing.
In spite of these endeavours to enhance
business ethics in the public and private
sector, elimination of unscrupulous business practices must come from within the
organisation itself in order to achieve the
desired outcome. Businesses must realise
that ethics is an important component in
our tenets in sustaining our nation’s
progress towards development. Based on
a recent study in Hong Kong which looked
into the standard of enforcement or rules
and regulations, political and regulator y
environment, adoption of international accounting standards, institutional mechanisms and corporate governance culture,
Malaysia recorded 9 out of 10 points in
terms of strict rules and regulations, but

“We want to develop a Malaysian society that is ethical, imbued
with a strong sense of right and wrong, and equipped with a
moral compass to show the way forward … there is no use if
Malaysian society is rich in material terms but bankrupt from the
aspect of morality, ethics and integrity.”
Datuk Seri Abdullah Badawi
holders, stakeholders and the general public, the government will come in and bring
in very prescriptive legislation which may
be difficult or at least ver y costly to comply with, ala Sarbanes-Oxley.
In Malaysia, cases of ethical misdemeanours of the scale of WorldCom,

only scored a mere 3.5 points for enforcement. A similar result was also echoed in
another survey, which revealed that only
43 per cent of unlisted companies submitted annual reports to the Companies Commission of Malaysia. In addition, in 2003
alone, there were 4,000 cases against busi-
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nesses at the Consumer Claims Tribunal.
This proves that all efforts to cultivate business ethics and good corporate governance will not bear fruit until and unless
principles and practices are internalised to
become part of life in a corporation and are
looked upon as proprietar y values that
have to be strictly followed.
In this regard, the launch of the National Integrity Plan (dubbed as NIP) by
Prime Minister Datuk Seri Abdullah
Badawi on 23 April appears to be apt and
timely. NIP, backed by a 152-page blueprint, is the first comprehensive long-term
strategy of its kind to be introduced in
Malaysia aimed at promoting an accountable and corrupt-free society. “We want to
develop a Malaysian society that is ethical, imbued with a strong sense of right
and wrong, and equipped with a moral
compass to show the way forward,” said
Datuk Seri Abdullah Badawi during the
launch of the NIP. For example, in Transparency International’s Corruption Perception Index for 2003, Malaysia’s score
of 5.2 ranked the country at 37th out of 133
countries and only a mere 5th place among
Asian countries after Singapore, Hong
Kong, Japan and Taiwan. According to
Transparency Inter national Malaysia
president T unku Abdul Aziz T unku
Ibrahim, Malaysia has continued to
record dismal per formance since the
ranking was introduced. “I will be happy
with certainty when the corruption index
improves,” said our Prime Minister in a
recent inter view with CNN. The Prime
Minister acknowledges the fact that corruption is per vasive in Malaysian society.
For example, a sur vey commissioned by
the Anti-Corruption Agency (ACA) in
2002 reveals how widespread corruption
in Malaysia is. About 15 per cent of the
7,594 respondents admit to having been
involved in a corrupt act, 20 per cent have
witnessed an act of corruption and 13 per
cent are ready to give bribes. What’s clear
is that Malaysians definitely cannot be
proud of these figures. The Prime
Minister’s statement that “there is no use
if Malaysian society is rich in material
terms but bankrupt from the aspect of
morality, ethics and integrity” should be
taken as a wake up call for Malaysians
from all walks of life.
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As part of the NIP, an Integrity Institute
of Malaysia will be set up to formulate policy,
organise activities, compile data and research, as well as conduct periodic studies
on public perception. Through the launch
of the NIP and the setting up of the Integrity Institute of Malaysia, the government
aims to reduce graft, enhance business ethics and boost government efficiency. The
lack of transparency in business dealings
and the inefficiency in the public sector have

䡲 Effectively reduce corruption, mismanagement and abuse of power;
䡲 Raise the level of efficiency in the delivery systems of the civil service and overcome bureaucratic delays;
䡲 Enhance corporate governance and business ethics;
䡲 Strengthen families and community ties;
and
䡲 Raise quality of life and social welfare

“… the general objective of the NIP is to propel Malaysia to
become a fully developed nation with strong moral and ethical
values and to ensure that the citizens have good behaviour.”
Datuk Dr. Sulaiman Mahbob, President of the Integrity Institute of Malaysia
always been obstacles in attracting foreign
investments. According to Datuk Dr.
Sulaiman Mahbob, President of the Integrity Institute of Malaysia, the general objective of the NIP is to propel Malaysia to become a fully developed nation with strong
moral and ethical values and to ensure that
citizens have good behaviour. According to
him, the NIP will be implemented in a systematic manner whereby its objectives are
set in phases of 5 years each in order to
ensure that the implementation will become
a catalyst for the movement to enhance integrity among all leaders. He further explained that for the first five years (i.e. 2004
to 2008), the NIP has set five targets,
dubbed as Target 2008, namely:

The launch of the NIP and the setting
up of the Integrity Institute of Malaysia
is definitely a cor nerstone in the
government’s efforts to improve Malaysian society. Though the NIP is viewed
as a plan of action to enhance ethics and
integrity, let us hope that it does not end
up being another brouhaha. The implementation and execution of the NIP has
got to be well-planned and coordinated
taking into account factors such as adequately trained and efficient manpower,
suf ficient financial resources and the
utilisation of modern technology. As Peter Drucker says “If you want to do something new, you have to stop doing something old”. AT
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Some Interesting Sessions
at NAC 2004

The NAC has always been a
platform to present topics
that are interesting as well
as insightful. This year’s
line-up was no different.
Some of the sessions that
were worthy of note are
featured below.

ent facets of entrepreneurship and emerging businesses. The four invited panelists
included Dato’ Napsiah Omar, Suzianna
Wong-Svrcula, Tan Sri Dato’ Dr. Lau Ban
Tin and Aimi Aizal Nasharuddin.
Dato’ Napsiah offered her perspective on
entrepreneurship drawn from her in-depth
experience when she held three different
ministerial posts, namely as the Deputy
Minister of Housing and Local Government (1982), the Minister of Public Enterprise (1990) and finally, as the Minister of
National Unity and Social Development
(1999).
As the Managing Director of the Piccolo
Whether one looks at businesses within
Mondo Group,
our own shores or
which owns a chain
from a worldwide
of Italian restauperspective, there is
rants, Suzianna
never a shortage of
also had some ininterest for people in
sights to share.
business and for
Having left a
those who merely
highly-charged
manage business, to
corporate career to
be constantly fasciventure into the
nated with the lives
food and beverage
and achievements of
industr y, she ofthose whom we refered a unique
gard as entrepreviewpoint of a proneurs. What should a
fessional woman
person possess in orwho dared to vender that he or she
ture.
may be called an En- Norina Yahya moderated the session
Tan Sri Dato’ Dr. Lau, a man with impectrepreneur?
cable professional credentials from various
Certainly the concept of entrepreneuraccounting bodies and business academia,
ship has a wide range of meanings. On one
gave participants an interesting insight of
hand, is an entrepreneur a person of very
a trained accountant turned successful
high aptitude who pioneers change, who
businessman cum philanthropist.
possesses characteristics found only
Having had a wide range of work expeamongst the rare few in the population or,
rience in life — from his humble profesis an entrepreneur someone who merely
sional beginnings as a Project Analyst with
wants to be self-employed?
a Malaysian public-listed company, to lecThese questions were answered during
turing Management Accounting in a numa forum titled The Entrepreneur’s Mind.
ber of local institutions of higher learning,
The session presented four real-life stories
he shared with those present, his story of
and advice from successful entrepreneurs
how he ventured boldly into the realms of
and industry experts on the many differ-

Plenary 2
Forum on “The
Entrepreneur’s Mind”
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business.
A qualified accountant by profession,
Aimi Aizal has more than 15 years of accounting, corporate finance and business
experience. His foray into business began
in 1997, when he and his partners embarked into the highly demanding and
ever-changing Information and Communications Technology (ICT) business, just
before the Asian financial crisis. Many ebusinesses failed during that period but the
SKALI Group successfully overcame all
challenges during the time and has turned
towards the path of growth and expansion.
Aimi represents a new generation of entrepreneurs — educated, confident, diligent, resilient and ver y global in outlook.
He brought to the forum, his experiences
and thoughts as a netpreneur and e-business leader.
Coming from diverse backgrounds, the
four panelists, evolved to become leaders
in their respective industries and business
role models for the new generation. At the
forum, they spoke at length on what it
takes to be an entrepreneur in the new era,
whether one can “learn” how to become
an entrepreneur from a business school or
is it really down to natural acumen,
whether success is due to the values they
possess, whether these values are reflected
in the management of their businesses or
undertakings and other issues such as cultural influences, challenges faced, and what
it takes for women to succeed in business.
Moderated by Norina Yahya of RTM talkshow fame, the forum was neither meant to
be lecture-based nor did it attempt to be
definitive as to how businesses should be
run or how to be successful in business.
Instead the panelists shared with those
present, their spirit of creativity, sense of
adventure and, last but not least — what
makes them tick therefore making the forum a stimulating, thought-provoking, informative and interactive session. AT
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Plenary 4
Super Branding
and Marketing
Financial Services

that one need not be a marketing guru to
devise excellent marketing strategies to
make one’s organisation more visible. Even
accountants — for example, Tony
Fernandes who is the chief executive officer of Air Asia — are able to come up with
good marketing strategies.
Stating that even accounting firms need
to work on branding efforts in order to be
visible, he also explained the models that
he utilises in his business. Different businesses, he offered, will have to have different areas of focus to win customers over.
The task is not only to win market share.
Organisations also need to work on gaining ‘mind and heart’ share in order to win
customer loyalty. Differentiation is key to
gaining the competitive edge and earning
a larger slice of the market. AT

“A well-mapped strategy can
give a company a lot of mileage
in the long-term”

He said that when he first developed a
passion for mountain climbing he knew
nothing about it. He had to learn the skills
needed and practiced and trained for years.
He first started climbing smaller mountains such as Mount Fuji, Mount Kinabalu
Grand Slam Adventurer Khoo Swee Chiow
and Mount Kilimanjaro before attempting
(pic) talked about
Mount Everest. He
how his passion for
achieved the feat in
adventure fuelled
May 1998.
him to chase his
This triumph indreams during his
creased his appetite
presentation titled
for more challenges
Of Toughest Peaks
and in 1999, he skied
and Harshest Landto the South Pole in
scapes. He encoun57 days and travelled
tered many chala distance of 1,125
lenges in his quests
km. In 2000, he comincluding a few
pleted the Seven
brushes with death.
Summits and beIn these situations
came the first South
the most critical
East Asian to achieve
thing to do is not to
this. The Seven Sumpanic, though it is
mits are the highest
“… the three most important
not easy to do that.
mountains on each
things you need to possess
However, remainof the seven contiing calm helped
nents in the world.
to achieve your goals in life
save his life many
In January 2001,
are vision, courage and
times. He said that
he attempted skiing
the three most imto the North Pole
determination.”
portant things you
but had to abort his
need to possess to achieve your goals in
expedition due to frostbite injuries. He made
life are vision, courage and determination.
a second attempt the following year and af-

ter 45 days he reached the North Pole. He
is the first South East Asian and the fourth
person in the world to complete the Adventure Grand Slam, i.e. the South Pole, the
North Pole and the Seven Summits.
In 2003, he also cycled from Singapore
to Beijing and covered a distance of 8,066
km in 73 days. In May 2004, he attempted
to climb Everest without the aid of oxygen.
However, he managed to climb to 8,400
metres and was only 450 metres from the
summit but had to turn back due to sheer
exhaustion.
During his inspiring presentation, Khoo
added that though his experiences were
gained through the various adventures he
undertook, these could be used as examples in the corporate arena.
MIA Council Member Dato’ Nordin
Baharuddin was invited to be a guest at the
presentation. An avid adventurer and
mountaineer himself, Dato’ Nordin, conquered Mount Kilimanjaro. He has set his
sights on conquering Everest next and is
assembling a team to tackle Everest in
2006. He invited the members present and
all accountants to join the expedition and
said that he would like to put the first Malaysian woman accountant on the peak of
Everest. There are no specific requirements for the expedition members as training will be provided. The only prerequisite
is courage and determination. AT

The President of the World Marketing Association (WMA) and marketing guru
Hermawan Kartajaya (pic) delivered a very
lively presentation and had ever yone in
stitches with his humour. Titled Super
Branding and Marketing Financial Services, the focus of his presentation was on
developing a good marketing strategy to
improve business. “A well-mapped strategy
can give a company a lot of mileage in the
long-term”, Kartajaya offered.
Citing Air Asia as an example, he said

Plenary 5
Of Toughest Peaks and
Harshest Landscapes
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Construction
Industry:

Amid a more discerning
market the outlook is
definitely not that rosy

Survival of the Fittest

By Haliz Farugi

I

n fact analysts say it is harder now
for construction companies. They
have to work harder and smar ter
since the days when construction
and physical infrastructure, with their multiplier promise, were seen as the answer
to boost the economy, have gone.
There certainly is a limit to pump-priming and a related shift in government priorities has taken place.
The government now wants to rein in
budget deficit by cutting development expenditure. As evident by the 2005 budget,
going forward, there is not much change
in the trend of cur tailed development
spending. Indeed the development allocation has been reduced by nine per cent to
RM28 billion in 2005, from RM31 billion in
2004. Says an analyst, “Unlike in the previous budgets, minus the East Coast Corridor (RM2.5 billion) and East Malaysia
(RM3.8 billion), there is only little allocation on infrastructure and little mention of
major/mega projects.” Another analyst
notes that certain projects such as the Second Penang Bridge have been shelved.
It is also the new administration’s stated
aim to create a more transparent award
process. Open tender is now said to be the
preferred way of awarding government
projects. Compared to negotiated tenders,
analysts say this is seen to be more difficult and competitive for certain bidders.
The share prices of construction companies have fallen a lot from their highs. It
is also not uncommon for them to revise
their forecasts and targets downwards.
With less jobs available, staffing pressure
is also prevalent.
Still, analysts say it is up to the contrac-
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tors to take their own initiatives. They have
several options to consider in order to land
both local and foreign contracts.
One option is to tie-up with Malaysia’s
private sector, especially those without construction arms. Says an analyst, “As long
as the partner companies have the funds
available or are able to raise the necessary
financing, they should go for the construction portion of the projects.”
Exploring overseas business opportunities
has also become acutely necessary for Malaysian construction companies at present.
This is especially so for the big boys or
a consortium of local companies. Notes an
analyst, “Whilst the government has cut
down on spending, it is encouraging that
it has actually requested the Construction
Industr y Development Board Malaysia
(CIDB) to lead Malaysia’s overseas forays.
This can enhance our chances of getting
overseas projects.”

“Whilst the government has cut
down on spending, it is encouraging that it has actually requested the Construction
Industry Development Board
Malaysia (CIDB) to lead
Malaysia’s overseas forays.
This can enhance our chances
of getting overseas projects.”
However the excitement does come
with a caveat
Analysts caution that different sets of
rules apply overseas. “One cannot simply
apply the same success formula at home
overseas,” notes an analyst, adding, “When
a company gets a foreign job and there is
slight uncertainty whether money can be
made, the market may not give the company the benefit of the doubt.”
Indeed some companies are not doing
too well overseas. For instance, delays due
to the monsoon season in India can affect
project completion quite substantially.
Nonetheless, depending on the variation
clause, companies affected may be able to
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KLCI & STOCK PICK
Forecasting is a hard and tricky exercise.
Two research houses, one local and one
foreign forecast the Kuala Lumpur Composite Index (KLCI) to hover around 920
points by the end of the year.
Meanwhile a bank-based research
house targets KLCI’s best case year end
scenario to be at 900 points, with support at 830 points. Investors are likely
to focus on key blue chip laggards in
the fourth quarter.
The overall market outlook has a
slight negative bias due to global factors. Crude oil prices, which recently
shot up to a record high of more than
US$52 per barrel, is likely to remain a
concern which will cap any upside in the
next few months. Despite firm economic fundamentals such as buoyant
exports, an all-time high foreign exchange reserves and corporates’ steady
debt de-gearing, there is also no significant positive event locally.
According to stockbroking houses surveyed by Accountants Today, the following are their favourite construction stocks:
䡲 WCT Engineering — top pick among
the small-to-mid cap construction
companies
䡲 Ahmad Zaki Resources Bhd — strong
contender for East Coast two highway
project
䡲 IJM — Not totally dependant on domestic public contracts. Has private
sector tie-ups and overseas contracts.
Healthy order book.
䡲 Protasco Bhd — Road maintenance
specialist with limited downside seen
to benefit from smaller scale yet necessary projects (less than RM200 million ringgit), such as schools, hospitals and road upgrading.

claim back losses suffered as a result. The
only thing is they may have to wait until
the completion of the project.
In India’s case, analysts point out that
there are also instances where projects are
‘stuck’ due to certain machines not being
readily available. As a result, projects can
turn out to be more costly than have been
budgeted for.
An analyst cites Road Builder (M) Holdings Bhd’s latest results, said to be not so
good, partly due to project delays. Likewise
she adds that there have also been talks of
Gamuda Bhd facing the same problem.
However she cites IJM as a company which
is performing ahead of schedule in India,
adding there are thus ways for companies
to make more money there. IJM is also involved in toll and properties. Unlike dwindling order books of most construction companies, its order book has bucked the trend,
rising from just over a billion ringgit last
year to almost two billion ringgit this year.
Yet analysts also like companies such as
Gamuda and Road Builder “because they
have diversified their business structure to
cushion the impact of the slowdown in the
construction activities locally.” Besides the
three big boys, Ranhill Bhd, which is already
big in water and recently in the oil & gas sector, is also quite aggressive overseas (power).
Since newcomers need to build their
track records, interest in overseas projects
is not limited just to the big boys.
For example, mid-sized road specialist,
Protasco Bhd, recently announced a jointventure known as AMAN-HCM JV between a unit of its wholly-owned subsidiary,
HCM Engineering Sdn Bhd, viz newly-incorporated HCM Engineering (PNG) Ltd,
with Aman Timber (PNG) Ltd to construct
roads and other infrastructure to facilitate
logging activities in Papua New Guinea.
HCM-PNG will provide the RM9.5 million
investment outlay.

䡲 Hock Seng Lee — Another specialist
䡲 Ranhill — Diversified exposure.
䡲 Gamuda — Pretty attractive. Prices
have come down a lot in past weeks.
Signs of bottoming out. Intact order
book of RM2 billion in hand.
䡲 MTD Capital — Undemanding valuation plus internal rationalisation play
with dividends sweetener.

What are the critical
success factors offshore?
Analysts concur that Malaysian companies
need to find a good paymaster which can
ensure that the payment can be effected.
Besides, they should not be over-dependent
on sub-contractors. In other words they must
ensure that the sub-contractors can deliver.
To minimise the risk, analysts suggest
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that Malaysian companies bid for projects
funded by the Asian Development Bank or
similar agencies, get reliable local partners
and go in with the CIDB.
Another strategy for construction companies to adopt is to go for domestic diversification.
Analysts say that property is the most
obvious choice, especially for companies
with sufficient landbank. Says an analyst,
“It will help them to weather the drought
in infrastructure jobs.” For instance, WCT
has already obtained approval for the listing of its property arm. Naim Chendera is
also part-property and part-construction.
Even so, there are still players which are
seen to be purely in construction.

Diversification however must not be
solely for diversification’s sake
Analysts say the market can either greet
diversification announcements positively
or otherwise. The central question here is
whether the project/venture does fit in well
with the company’s core business or does
it send a negative signal. Says an analyst,
“Investors will weigh whether a higher dividend is preferable to doing something just
because there is nothing else the company
can do. It will get positive treatment if the
project is synergistic with the company’s
core business and overall long-term plans.
But a purely opportunistic motivation will
be perceived negatively.”
Another view is for specialists to focus on
market niche for survival during difficult
times while selectively exploring other areas.
East Malaysia-based land reclamation
specialist, Hock Seng Lee and integrated
road doctor Protasco Bhd are but two examples. Analysts argue that the expertise
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“PECD has all the hallmarks of
an ideal construction company.
It will be a test case of the
extent to which a diversified
entity with several overseas
projects can provide concrete
hope amid the sector’s
prevailing weakness.”

Expected to be completed within the
fourth quarter of the year, under the listing exercise, PECD will make a public issue of 52.9 million 50 sen shares to business associates, the public and institutional
investors as well as an offer for sale of 20
million shares to institutional investors.
Says an analyst, “PECD has all the hallmarks of an ideal construction company.
It will be a test case of the extent to which
a diversified entity with several overseas
projects can provide concrete hope amid
the sector’s prevailing weakness.”

involved can be rarely found. Moreover
their scope such as Protasco’s road maintenance is considered a necessity, lest the
roads and highways lie there rotten!
Whilst it is conceivable that there is a
hype of business development/business
opportunity seeking activities among all
the construction companies across the
board, the need for selectivity cannot be
over-emphasised.
Related to this is the issue of whether
the big boys should also encroach into the
ver y small — half million to a million
ringgit — jobs? Whilst the small fry will
certainly protest, is it the case of better
than nothing or insignificant money really
given the cost structure of the big players?
Notwithstanding the prevailing sentiment, Peremba Construction Sdn Bhd has
received the nod from the Securities Commission for a listing on Bursa Malaysia’s
main board, through a new company
known as PECD Bhd. Its core businesses
are in construction, property development
and the provision of EPCC (engineering,
procurement, construction and commissioning services) to the oil and gas sectors.

The construction stocks are now at
the lower end of valuation range
Says an analyst, “If there is no catalyst
or prospects are simply not there, there is
no reason for re-rating.”
Overall, analysts and industr y players
say the weak sentiment in construction will
not change in the near future, especially if
the government maintains its current priorities. Some analysts say perhaps only in
the Ninth Malaysia Plan (2006-2010), to be
announced sometime towards the end of
next year, will there be clear indication on
some of the large projects, particularly
water and sewerage works. At present they
are tr ying to iron-out issues related to the
handling of state water distribution. The
major one is the Pahang-Selangor InterState Raw Water Transfer project.
Meanwhile, amid the generally tougher
environment, it remains to be seen which
undervalued construction stocks will surface with a bang. AT
Hafiz Faruqi is a former business journalist. He
enjoys playing with different business models
and keeping himself busy with deeper mental,
physical, spiritual and emotional pursuits.
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Management Accounting
in Malaysia
Has Relevance Been Lost?
By Normah Omar, Ibrahim Kamal Abd. Rahman and Suzana Sulaiman

I

n 1987, the publication of a book, Relevance Lost: The Rise and Fall of Management Accounting by Johnson and
Kaplan caused
quite a stir within the
accounting frater nity
and the business world.
The authors argued that
management accounting needs to change if it
is to provide appropriate suppor t to managers in a changing environment. The existing
management accounting system then, was
developed after the
First World War, and as
such was no longer suitable for the current environment. In most cases, management accounting reports were
found to be too aggregated, too
late and worst of all, not relevant
for management. The authors
further proposed that for management accounting to regain
its relevance, it must drastically
change.
Four basis of criticism was
used to support the evidence.
First, Johnson and Kaplan
claimed that there was then
ver y limited evidence of technical developments within management accounting practices
despite major changes taking
place in manufacturing technology. Second, the management
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accounting system was seen to be subser vient to financial accounting. As such,
management accounting information was
found to be historical,
less timely and too aggr egated. The thir d
blame was specifically
directed towar ds accounting academics for
failure to innovate and

address issues of the practice in their
teaching. As a result, new graduates were
not able to influence the industr y with
“latest” management accounting techniques or ideas. Lastly, the rapid historical development of management accounting as seen in the 19th centur y had somewhat slowed down, causing management
accounting to lose its relevance in the
new millennium. As harsh as it might
seem, the publication of that
controversial book was indeed
the biggest “wake up call” for
the management accounting
fraternity worldwide.
This paper addresses and
analyses the role of management accounting in Malaysia.
We want to revisit Johnson and
Kaplan’s Relevance Lost conjectures and critically analyse the
situation in this countr y. Two
specific questions will be addressed: Has relevance really
been lost in management accounting in Malaysia due to
the traditional nature of the
techniques? If new cost management accounting systems
were to improve information
for managers, how can managers decide how to choose between such a diverse range of
cost management systems being offered? In discussing this
issue, we shall analyse and infer from various empirical
studies both locally and from
other countries.
ACCOUNTANTS TODAY • November 2004

Management Accounting Evolution
— IFAC’s Prescriptive
To better understand the roles and
functions of the management accounting
information system as it should be practiced, this paper explains the management accounting evolution as proposed
by the International Federation of Accountants (IFAC, 1998). The evolution in
management accounting developed
through four recognisable stages as depicted in Figure 1.

Stage 1 (prior to 1950)
During this period, most companies
were focusing on cost determination,
which was related to stock valuation and
the allocation of overheads. Some of the
management accounting techniques that
were developed for cost estimation was
Last in First Out (LIFO) and First in First
Out (FIFO). The cost estimation was justifiably emphasised because by estimating
the cost, managers were able to control
their financial position.

Stage 2 (1965-1985)
By 1965, the companies had moved into
generating information for the purpose of
management planning and control. This
was of importance because only valuable
information could induce the managers to
make correct decisions. Management accounting techniques such as marginal costing and responsibility accounting were evidently introduced during this stage to help
managers choose the correct course of
action or create strategic business units respectively.

hancing the creation of value through resources. Basically managers tried to identify factors or drivers that could potentially
increase shareholder’s value. As such, nonvalue added activities were deliberately
eliminated. Among the popular techniques
introduced during this stage include Total
Quality Management (TQM), ActivityBased Management (ABM), Benchmarking
and Reengineering.
It is important to note here that even
though the management accounting evolution can be distinguished into four
recognisable stages, the techniques used
in previous phases continued to be used

Figure 1

in later stages. Interestingly, according to
Nishimura (2002) the integration of traditional with the new management accounting techniques could result in more effective cost management accounting systems.
Such an integrated phenomenon is very
commonly practiced by Japanese companies worldwide. Figure 2 illustrates the
Japanese translation of IFAC’s model.
Generally, the Japanese use management accounting as a strategic competitive
tool (Hiromoto, 1988; Morgan and
Werakoon, 1989; Hariman, 1990;
Nishimura, 2002). In the Drifting Stage, financial-based methods such as ratio analy-
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Stage 4

Stage 3 (1985-1995)
During this stage, the management focus was on the reduction of waste. Therefore, more process analysis was made together with cost management technologies. The aim was basically to reduce waste
when processing the product because this
could reduce the expenses incurred, thus
increasing the expected profit. Some of the
techniques popularly practiced by companies at this stage include Just in Time (JIT)
and Activity-Based Costing (ABC).

Stage 4 (1995 onwards)
In this stage, companies focused on en-
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Management Accounting in Malaysia: Has Relevance Been Lost?

sis and financial statement analysis are
used. The Traditional Stage saw a move
towards using traditional methods such as
Budgetary controls, Standard costing and
Cost Volume Profit (CVP) analysis. The
Quantitative Method stage focused on the
usage of mathematical formula and equations. According to Nishimura (2002), Japan had skipped this stage and leaped to
the next stage known as Integration. The
Integration Stage promotes the usage of
methods such as Just in Time (JIT), Total
Quality Management (TQM), Target Costing, Kaizen or Continuous Improvement
and Benchmarking. Though these tech-

niques are accounting-based, they are
simple enough to be used by other users.
Nishimura (2004) proposes that it is at this
integrated stage that IFAC’s “Value Creation” is obtained.

Management Accounting Practices in
Malaysia — An Empirical Perspective
In answering the question on whether
management accounting has lost its relevance in Malaysia, we gathered and
analysed some relevant empirical studies
in this area.
Abu Bakar et. al (1995) for example, proposed that management accounting should
not be viewed merely as a set of calculative practices and procedures. It plays a
much wider role in organisational governance. In that study, management accounting was found to be quite successful in pro-
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moting and maintaining governance practices in Malaysian companies.
Loo et. al (1998) found that manufacturing companies in Malaysia are still largely
employing traditional management accounting systems to meet their need for
both internal and external reporting purposes. Standard costing was isolated as the
most ‘favourite’ method used by practitioners. Similar results were also evidenced
from a survey on Management accounting
practices of manufacturing companies by
Tho et al (1998).
In a later study on management accounting practices in Malaysia, Omar et. al
(2003) compared local against multinational companies.
Consistent with an
earlier study by Loo
et. al. (1998), most
Malaysian-owned
companies are still
using traditional
methods such as
standard costing
and budgetary control. Some smaller
companies have
been found to be just
relying on financial
accounting data to
make management
accounting decisions. About sixty
five per cent of Malaysian-owned companies do not have a separate management
accounting function within their
organisations. Interestingly, new management accounting techniques such as JIT,
Balanced Scorecard, Target Costing and
Activity-Based costing are mainly practiced
by larger Malaysian-owned companies or
by other multinational corporations.
Studies on some fairly successful Japanese-owned and other multinational companies in Malaysia (e.g. Omar and Muda,
2002 and Abd Rahman et. al., 2002) found
that even the use of traditional management accounting techniques have been
quite effective in the sense that management accounting information is used to influence rather than to just inform employees and management. The advance of technology through ICT and computerisation

has also made management accounting information flow within these organisations
to be more useful, timely, accurate and
more relevant.

Conclusion
Most empirical evidence on management accounting practices in Malaysia still
remain inconclusive. While some studies
report very minimal usage of management
accounting information, others indicate
successful implementation of management
accounting techniques. Nevertheless, it is
noted that organisations in Malaysia are
practicing management accounting, as
they perceive it to be appropriate without
giving much thought to IFAC’s suggestion
on what should constitute the management
accounting best practice framework (IFAC,
1998).
Professional accounting bodies such as
MIA and CIMA must make a deliberate
ef fort towards promoting management
accounting best practices. At the time this
paper was written, both CIMA and MIA
had taken a proactive step in promoting
management accounting best practices
through a National Awards for Management Accounting (NAfMA) Best Practices.
It is hoped that such efforts will highlight
best practices by Malaysian companies. 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 value creation

Making Best
Is your company creating
value? Are you measuring
its value creation? Do you
know how to?

Value Creation
Programmes Work
By Nigel Harris & Paul Delbaere
lecting a cost of capital figure is much less
important than developing realistic scenarios, taking into account the relevant risk
factors when estimating the expected cash
flows, and applying sound judgment when
assessing the value creation potential of
each scenario.
The fourth condition for creating value
is — when, and only when, return on assets is higher than the cost of capital — to
focus on growing the business by investing in assets that return more than their
cost of capital.
Value creation requires much more than
putting in place a value measurement. Creating value requires changing ingrained
business practices inherited from decades
of management theory and practice.
We would therefore plead for integrating “best value creation practices” into your
most critical management processes:
䡲 strategy definition;
䡲 business planning;

I

n the current economic environment,
management has once again become
aware of the need to anticipate market trends, evaluate acquisition opportunities and assess competitive threats.
They know they must react fast to any
event that requires a reorientation of strategy, with the objective of creating value for
all stakeholders. The issue is not forecasting or predicting the future but, rather,
accurately assessing the impact of potential events on your company.
The first condition for creating value is
to make profit. Are you creating value
when earnings before interest, taxes, depreciation, and amortisation (EBITDA) is
positive? Possibly, but it tells you only part
of the story — are you really generating
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䡲 performance measurement;
value for the stakeholders? The second
condition for creating value is focus on asset productivity. Return on net assets
(RONA) is typically used for measuring the
return on the capital invested in the business (plant and equipment, working capital). But RONA is an accounting measure
that can be improved simply by failing to
re-invest in the business (letting assets
age) or by declining new investment opportunities which would earn more than
the cost of capital but dilute the current
level of return. Targeting management to
maximise RONA is therefore an inappropriate objective.
The third and most important condition
is to earn a return on capital that is higher
than the company’s cost of capital. Yet se-

䡲 compensation;
䡲 M&A analysis, and;
䡲 benchmarking.
The concept is simple, but is often let
down by the execution. Successfully implementing a value creation programme requires you to execute brilliantly a value
creation strategy based on:
䡲 demonstrating leadership;
䡲 changing mindsets;
䡲 implementing a new management framework;
䡲 developing management skills and competencies, and;
䡲 choosing and implementing the appropriate tools.
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EBIT is not enough
A few years ago, we organised several
value creation workshops for the management team, plant managers and business
unit controllers of a European producer of
sanitary products. The management’s objective was to build awareness that creating value takes more than tracking current
results.
At the time the company was using EBIT
as its sole measure of value creation. Share
price was at its lowest point, partly as a
result of incomplete communication to the
investment analyst community about the
potential impact of exchange rates and rising raw material prices. The management
then introduced a simplified value creation
framework and measurement (return on
gross capital invested) and significantly
improved its communication to the investment analysts. In less than 12 months, the
share price nearly doubled.
When looking at performance measures
the main objective is to understand which
actions will be value creating and which
will not. Whatever the choice of measure,
we need to be reasonably sure that the
measure, and the way we apply it, is consistent with our calculation of the cost of
capital so that we can rely on positive return or positive economic profit projects
really creating value. We don’t want to grow
a business that is earning returns below
the cost of capital, thereby destroying more
value with ever y dollar we invest.
Let’s start from the fundamental premise
that the value of a business is a function of
the future cash flows its assets will generate, discounted at some appropriate cost of
capital. We could simply measure current
cash flows and forecast future cash flows
but this leaves us with a number of problems. How should we define cash flow? How
should we account for exceptional items?
What is the appropriate residual value?
What about the cash impact of research and
development spent? How would we benchmark our performance against peers?
So the search often becomes one for a
measurement which, while consistent with
the long-term value creation principles of
cash flow, provides greater insights into current performance, facilitates benchmarking
of performance, encourages value-based
decision making and behaviour and contrib-
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utes to the calculation of a realistic residual
company — creating value for all stakevalue.
holders. Value creation is a shared responAn increasingly widely used measuresibility of all management team members
ment, and one that is popular with fund
and should definitely not be managed topmanagers and financial analysts, is cash
down.
flow return on investment (CFROI). This
Neither is it a matter just for head office.
routinely makes a fixed set of adjustments
A comprehensive value creation framein order to separate finance from operawork is clearly hard to sell and to maintions and to remove accounting and inflatain. This is particularly true at business
tionary distortions. The benefits of CFROI
unit level, where some of the data may not
include the ability to review trends over
be readily available. But if you believe in
time, and to benchmark across different
decentralising, delegating and devolving
geographies (inflation environments) and
responsibilities to front-line management,
countries (accounting regimes). It allows
it would be a good idea to give them the
further analysis of
necessary tools for
returns into margins
managing that area
“What’s important is getting
and asset use. And
of responsibility.
when linked to conWe should not
people to arrive at a meeting of
cepts of growth and
see value creation
the minds around a small
fade (the concept
as just a technical
that levels of returns
issue. Many heated
number of central beliefs,
and growth will rediscussions take
ver t to the mean
place around the
which will determine their
level of performance
“right value metbehaviour and ultimately the ric”. Each of the
over time), CFROI
produces residual
methods
and
company’s performance.”
values with greater
metrics have their
Brian Pitman, former CEO of LloydsTSB Bank
explanator y power
advantages and dis— the ability to unadvantages. Some
derstand current stock market prices —
are based on accounting conventions that
than other measurements.
clearly are motivated only by fiscal or legal considerations, and therefore do not
accurately reflect economic reality. Others
Not just about accounting
require complex adjustments to represent
It should be emphasised that the cost of
economic reality as accurately as possible.
capital that is chosen should be consistent
The calculation of the cost of capital is also
with the measures put in place — for exoften subject to caution, because it is based
ample, a pre-tax cost of capital with a meaon disputable assumptions. Common sense
sure of pre-tax returns or a “real” cost of
and care is required to interpret results in
capital with an inflation adjusted return
a meaningful way.
measure such as CFROI. There is no abValue creation has all to do with beliefs
solutely correct value for the cost of capiand behaviours. As Brian Pitman, the
tal. Academics generally agree that comformer CEO of LloydsTSB Bank, said in a
panies do well to estimate their cost of capirecent Harvard Business Review article:
tal to the nearest per cent and, as the say“What’s important is getting people to aring goes, it is better to be “roughly right”
rive at a meeting of the minds around a
than “precisely wrong”. Above all, compasmall number of central beliefs, which will
nies should not forget the question “what
determine their behaviour and ultimately
are we trying to achieve with our perforthe company’s performance.” AT
mance measurement framework”?
Value creation is not just about accountNigel Harris is Managing Director of Valuise
ing. It proposes a broader view on the role
while Paul Delbaere is Managing Partner of Manand mission of the chief finance officer and
agement Resultants, UK. This article is contributed by CIMA and it first appeared in CIMA Inhis or her team, giving management a betsight, the email newsletter for professional acter view of their individual and collective
countants in business. CIMA Insight is accessible
contribution to the ultimate objective of any
at www.cimaglobal.com/newsletters.
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F I N A N C E & A C C O U N T I N G accounting standards

Rules-Based
and Principles-Based
Exploring

Accounting Standards

By Kenneth Yong

H

istory has seen many corporate failures. However, the
sheer magnitude of recent
failures is unprecedented. In
particular, the US stock market has been
blighted by the cataclysmic collapse of
Enron, WorldCom and a clutch of other
corporate disasters whose quantified financial impact could spectacularly overshadow
the Gross Domestic Product of smaller
nations. Policy-setters, hoping to rescue
the situation and retain credibility, have led
a frenzied scramble to pinpoint a scapegoat, a culprit for which blame could be
attributed to the recent string of misfortunes. One such scapegoat is the (perceived) rules-based accounting standards
that form the backbone of US financial reporting.
This article explores the characteristics
of accounting standards that emerge from
r ules-based and principles-based approaches. Also examined is the recent defection of rules-based supporters towards
principles-based standards whose universal desirability seems to be gaining momentum.

Rules and Principles
Very simply, accounting standards can
be labelled into two arbitrary categories:
rules-based and principles-based. Few
countries’ standards are obser ved as
purely rules-based or purely principlesbased; most fall somewhere in between,
having the features of both, although some
general groupings can be witnessed. Standards issued by the International Accounting Standards Board (IASB) are popularly
considered as being principles-based,
while the accounting standards developed
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by the US Financial Accounting Standards
Board (FASB) are branded with a rulesbased reputation.
In the US, the rules-based approach is
currently suffering from an ‘undesirable’
tag which it is finding difficult to shake off.
However, in all likelihood, it is the recent
circumstances — rather than the underlying shortcomings of the approach — that
have led many investors and policy-setters
to hold negative views towards the rulesbased approach. A closer look at the two
approaches might help clear things up.

Principles-based approach
Underlying the principles-based approach is a conceptual framework that
identifies desirable characteristics of quality financial reporting. For instance, the
MASB standards in Malaysia are essentially drawn from the principles-based IAS.

The MASB Statement of Principles identifies the following core principles:
1 Relevance — the provision of timely
information which has predictive or
feedback value for economic decisionmaking.
2 Reliability — financial information
should be free of material error, neutral and represent faithfully the substance of economic transactions.
3 Comparability — financial information
should enable proper comparisons to
be made between firms and across periods.
4 Understandability — financial information should be presented in a way
which facilitates relative ease of understanding.
More elaborate sub-principles emerge
from the seeds of these core principles.
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This approach attempts to explain the objectives and rational for particular accounting treatments in a holistic manner, leaving the preparers of financial statements
to draw conclusions and apply the standards accordingly to their unique circumstances. The principles-based approach
encourages users to “see the forest instead
of the trees”.
Several advantages of the principlesbased approach are:
1 It emphasises the objective and rationale behind each standard so that
preparers appreciate the underlying
principles and apply accounting
treatments consistent with the issues addressed by the standard as a
whole.
2 It requires the preparer to report on the
substance of a transaction instead of
the mere legal form, thus ensuring a
more representative account of economic transactions, and enhances reliability.
3 By requiring companies to report and
auditors to audit the substance of transactions, professional judgement can be
exercised to ensure the accounting
treatment is fair and reasonable.
4 By providing a conceptual framework
for preparers, it minimises accounting
abuses by avoiding restrictive qualitative or quantitative triggers.
5 Because the standards are drawn from
principles, it can cover situations that
exist at present as well as new situations for which rules have not yet been
developed to address. Thus, the system
is adaptable in a very general way.
However, the principles-based approach
is not without its share of flaws. More commonly cited weaknesses of the principlesbased approach include:
1 Judgement needs to be exercised by
preparers when applying principles and
when assessing the suitability of accounting treatment to each specific
situation.
2 Judgement and subjectivity can cause
dif ferent preparers to interpret and
treat similar transactions in different
ways, thus leading to inconsistent applications of accounting treatment.
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3 Inconsistent treatment leads to noncomparability.

4 Over-guidance merely creates surface
comparability.

4 Judgement can sometimes be used as
an excuse to manipulate financial outcomes. A strong commitment from auditors is required to resist client pressures.

5 Rules need to be created and reviewed
continuously to keep abreast with financial developments.

5 Lack of detailed guidance renders
implementation difficult.
6 Enforcement is also difficult as auditors
and statutor y watchdogs could disagree with treatments adopted by
preparers of financial statements.

Rules-based approach
Economic and business conditions have
undergone rapid and profound changes in
the past few decades. The added complexity of business transactions raises more
detailed and elaborate issues for accounting standards to address. Rules are one
way to address such concerns. Rules come
in the form of quantitative trigger tests,
scope exceptions, treatment exceptions
and detailed implementation guidance that
provide preparers of financial statements
with an unambiguous way to account for
specific transactions. Because of the details
and specifications embodied in them, rulesbased standards are often termed as prescriptive.
Advantages of the rules-based approach
are:
1 Rules provide specific guidance, thus
minimising subjective options.
2 Rules provide auditors and accountants
with a common knowledge-base and
assumptions.
3 Rules provide guiding details for
operationalising a standard.
4 Guidance results in consistency, thus
enhancing comparability.
The disadvantages of the rules-based
approach are:
1 Rules can be bent through creative financial structuring of transactions.
2 Rules provide a vehicle for circumventing the intention of standards by encouraging the question “where in the
rules does it say I can’t do this?”
3 Rules encourage a ‘checklist’ compliance without appreciation of the substance of economic transactions.

Blurring the distinction between
principles and rules
Principles-based and rules-based approaches are not necessarily mutually exclusive. As indicated earlier, many countries embrace accounting standards that
adopt both principles and rules — the
question really is which is more dominant?
The evolution of the FASB’s perceived
rules-based approach is an interesting

“In 1969, the US accounting
profession begged for more
detailed rules when the US
Court upheld the fraud
conviction of three (then) major
accountants for their deficient
audits of Continental Vending.”
case. In 1969, the US accounting profession begged for more detailed rules when
the US Court upheld the fraud conviction
of three (then) major accountants for their
deficient audits of Continental Vending.
Big Eight firms argued that auditors
should only be held accountable if an accounting standard explicitly required a
disclosure of accounting treatment and
that rule was not followed. In short, they
pushed for: no rule, no conviction. This
possibly marked the turning point of the
US standard setters who saw rules-based
as the way for ward.
The above account also demonstrates
that r ules-based standards can evolve
quite naturally from principles-based systems. With increasing business complexity, rules emerge if only to solve specific
scenarios or to expedite operational issues. However, the constant issuing of
rules, especially complex rules to address
complex issues, can create the perception
that the (once principles-based) account-
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Exploring Rules-Based and Principles-Based Accounting Standards

ing standards have become rules-based. A
difficult task for standard setters is to decide how much detail should appear in accounting standards. Under provision of
details and guidance renders standards
subjective and difficult to operationalise.
Over provision of details attracts the ‘rulesbased’ branding.

Principles-based approach:
the way forward?
In the US, the Sarbanes-Oxley Act 2002
made specific provisions to study and consider the adoption of a principles-based
accounting system. This apparent inclination towards a principles-based approach
has major implications. Firstly, it suggests
that policy setters believe the rules-based
approach is undesirable, maybe even inappropriate, and that they might be abandoned. Secondly, the eventual acceptance
of a principles-based approach by the US
would mark a major defection by one of
the largest rules-based ‘adopters’ in the
world. And thirdly, embracing a principles-based approach would bring US

“In a time of corporate misdeeds and financial fiascos, business
failures are not an issue of following rules-based instead of principles-based accounting standards, but of whether there was
compliance with any accounting standards in the first place.”
Problems of switching to
a principles-based approach
While switching from rules-based to
principles-based appears to be the current
trend, naïve adoption of a principles-based
approach will create several problems.
The first major concern is whether a
purely principles-based approach is robust enough to cope in an ever-complex
business environment, where exotic financial instr uments and their derivatives
abound, and where transactions are
soaked in layers of complexity. Take for
instance IAS 39 — Financial Instruments:
Recognition and Measurement which is a
whopping 199-page standard containing a
fair share of rules. What’s more, the implementation guidance for IAS 39 is itself a
213-page book, suggesting that a pure
principles-based approach is unlikely to be

“It sounds good at first blush until you think it through.
After all, a principles-based approach requires people who
have principles. Given the events of the past year or so,
that presumption is tenuous at best.”
J. Edward Ketz, Associate Professor
Penn State’s Smeal College of Business Administration

accounting standards in line with those of
the IASB, and efforts to harmonise accounting standards across the globe
would be accelerated.
However, not ever yone is convinced
that the flight to principles is the right way
to go. Associate Professor J. Edward Ketz
of Penn State’s Smeal College of Business
Administration puts it humorously: “It
sounds good at first blush until you think
it through. After all, a principles-based approach requires people who have principles. Given the events of the past year
or so, that presumption is tenuous at
best.”
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adequate for all instances.
Secondly, with the growing size of potential financial failures and with increasing threat of litigation, are accountants
and auditors truly ready to abandon the
‘safe harbour’ of rules and embrace subjective principles? Without implementation guidance, accountants and auditors
would have to work out for themselves
implementation issues, and where answers cannot be found in the standards,
they have to fall back on their professional
judgement. In light of a harder stand
taken by the investment industr y and
stricter regulator y developments, accoun-

tants and auditors are likely to prefer
more rules (and more guidance) instead
of more judgement.
Thirdly, comparative figures may have
to be retrospectively adjusted to ensure
backward comparability at the expense of
higher re-alignment costs.

Conclusion
For all the benefits different accounting
systems can provide, for all the governance
structures that can be established, and for
all the risk-management policies that can
be undertaken, business failures are sometimes inevitable. It is thus unfair and unnecessary to attribute corporate failures to
rules-based accounting standards alone.
Other factors which contribute to corporate failures include deficient regulation,
lack of enforcement, poor corporate governance, shifting business landscapes and
fraud.
In a time of corporate misdeeds and financial fiascos, business failures are not an
issue of following rules-based instead of
principles-based accounting standards, but
of whether there was compliance with any
accounting standard in the first place. AT
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○

○

○

○
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LAW & ACCOUNTING

An Insight to

Corporate Law
Reform in Malaysia
By Anil Joshi

I

t has been more than seven months
since the Corporate Law Reform
Committee (CLRC) was established
by the Companies Commission of
Malaysia. Questions such as why, what,
who and how are being asked in respect
of the CLRC. This article seeks to answer
the above questions and is the precursor
of other articles to come in the near future.
The task of reviewing the Companies Act
1965 (hereinafter referred to as the ‘Act’)
shouldered by the members of the CLRC
is by no means a simple task. This is
because to date no comprehensive study
has been undertaken on the Act since its
enactment in 1965. The CLRC therefore
has no local reports to rely and build upon.
Yet despite these shor tcomings, the
members of the CLRC are committed to
reviewing the Act and to make the
necessar y recommendations to the
government.
The government on its part supports the
review exercise that is being conducted by
the CLRC as it is committed towards
ensuring that the corporate regulator y
framework in Malaysia continues to
promote enterprise and competitiveness
and the exercise represents a
comprehensive, modern and balanced
view for corporate reform in Malaysia.

CCM Committed to
Corporate Law Reform
The regulation of registered companies
in Malaysia is a joint responsibility of three
separate regulatory bodies that comprise
of the Companies Commission of Malaysia (CCM), the Securities Commission and
Bursa Malaysia Securities Berhad.
CCM, by virtue of the Companies Commission of Malaysia Act 2001 (CCMA), is
however responsible for the administration
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of the Companies Act 1965 which is the
principal legislation that enables any two
or more persons to register a company for
a lawful purpose.1
The Companies Act 1965, together with
its accompanying regulations and schedules, provides a basic structure as to how
companies are registered, managed and
terminated.
CCMA, among other things, sets out the
functions of CCM and it is provided that
CCM shall among other things:

It should be pointed out that the setting
up of the CLRC by CCM is part of CCM’s
strategic direction in facilitating the development of a conducive and dynamic business and regulatory environment for this
country.
Abdul Alim Abdullah, CEO of CCM in
his speech delivered at the launch of the
consultative document titled Strategic
Framework for Corporate Law Reform
Programme explained the purpose of the
CLRC as follows4 :
“CCM being the regulatory body in administrating the Companies Act 1965 is committed to provide Malaysian companies with
a more modern forward looking legal and
regulatory framework within which, companies can operate and sustain their businesses
and it is with that objective in mind that the
CLRC was established.”
To ensure that the CLRC can effectively
carry out its function CCM has also set
up a full time Secretariat to assist the
CLRC, together with the necessar y resources5 .

䡲 Carr y out research and commission
studies on any matter relating to corporate and business activity; and

1 S 14(1) of the Act. Further, it should also be noted
that a company registered pursuant to the Act will
be deemed to be a corporation by virtue of S 16 (5)
of the Act.

䡲 Advise the Minister on matters relating
to corporations, companies and business
in relation to the laws that CCM administers.2

3 S 19 of CCMA 2001.

CCM being the primar y regulator for
registered companies took the initiative to
set up the Corporate Law Reform Committee (CLRC) by virtue of the powers bestowed upon it by the CCMA3 on 17 December 2003.

5 The practice of a government agency being responsible for corporate law reform is not a novel idea as
it has also been practiced in other jurisdictions. For
instance, in the UK the Company Law Review Steering Group that is responsible for putting forth recommendations to reform English company law was
set up by the Department of Trade and Industry.
This practice has also been emulated by the South
African Department of Trade and Industry.

2 S 17 CCMA 2001.
4 The official launch of this document was held on 1
September 2004 at Mutiara Hotel Kuala Lumpur and
was officiated by the Honourable Minister of Domestic Trade and Consumer Affairs YB Datuk Haji
Mohd Shafie bin Haji Apdal.
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Why now a Comprehensive
Review of the Act
The Act since its enactment in 1965 has
been amended some 30 times6 . An analysis of these amendments highlights that
the amendments were made on a ‘when
there was a need to basis’ and on a ‘piece
meal’ approach. Despite numerous
amendments made to the Act the basic
structure or framework of the Act as originally enacted in 1965 remains intact. To
date there has been no cocoherent review
of the Act.
Despite the fact that the Act is modelled
upon the Australian Uniform Companies
Act 1961 many of its provisions are influenced by English company law principles
and policies that are over 150 years old
which may now no longer be in tandem
with how businesses are done in the
present day7 .
Commonwealth countries that once
placed great reliance on the traditional
English company law model have also chosen to abandon some aspects of the English
company law when reforming their respective corporate law. Canada, Australia, New
Zealand and Singapore can be cited as examples.
Further, as was rightly pointed out by
Dato’ K.C. Vohrah, Chairman of the
CLRC8 : “The Companies Act 1965 comprises 374 numbing sections lost in a wilderness of obscure subsections and nine accompanying schedules. Even lawyers get lost
in the wilderness, what more the men and
women who run the companies.”
The Act is not a code and therefore many
of the rules regulating corporations will be
found in voluminous and confusing case
law, which makes our current company law
inaccessible to the lay person9 .
The government recognises the importance of companies as engines for economic
growth. It is widely acknowledged that companies (corporations) have become the centre of or even the driving force behind the
modern global economy. Therefore, to ensure that companies in Malaysia continue
to be engines for economic growth, it is vital that the Act be reviewed as this will ensure that corporate activities in Malaysia
function within a modern, forward looking
legal and regulatory framework that supports and sustains companies.
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The Launching of the ‘Strategic
Framework for Corporate Law
Reform Programme’ Document
On 1 September 2004, the Honourable
Minister of Domestic Trade and Consumer
Affairs, YB Datuk Haji Mohd Shafie bin
Haji Apdal launched a consultative document titled Strategic Framework for Corporate Law Reform Programme at Mutiara
Hotel for public consultation purposes.
This consultative document was prepared by the CLRC and it sets out among
other things:
䡲 The objectives of the review process;
䡲 The parameters in which the CLRC operates;
䡲 How the corporate law reform programme shall be undertaken in Malaysia; and
䡲 The terms of reference of the CLRC’s
Steering Committee and its four working groups.
Further, the document states that when
reviewing and recommending changes to
the Act, the CLRC shall focus its attention
on:
䡲 Modernising the law by taking into account advances made in ICT ( information and communications technology);
䡲 Reducing compliance cost;
䡲 Reducing duplications and conflicts that
exist between the various corporate
regulatory bodies;
䡲 Simplifying the existing processes used
in operating a company; and
䡲 Simplifying the current legislative language as used in the Act.

Corporate Law Review Process
Role and function of the CLRC
The members of the CLRC are referred
to as Steering Committee. Currently, the
Steering Committee comprises seventeen
members of various backgrounds10 . They
include representatives from the various
regulatory bodies, corporate law academicians, prominent lawyers, accountants and
company secretarial practitioners.
This mixture in composition ensures
that the Steering Committee shall have the
necessary credibility to carry out the review work, bringing in the views and com-

ments from all sections of the corporate
world.
The Steering Committee is chaired by
Dato’ K.C. Vohrah, who has ser ved on
the bench as a Justice of the Court of Appeal. His appointment as chairman of the
CLRC ensures that the CLRC functions
independently although it was set up by
the CCM.
The Steering Committee is empowered
to establish specialised working groups
that will conduct detailed reviews in core
areas of company law as directed by the
Steering Committee.
Upon conducting their respective reviews the working group shall report their
findings and recommendations to the
Steering Committee whereby these findings and recommendations will be reviewed and a final report prepared by
CLRC and submitted to CCM for approval.
On receiving the final report CCM will
then through the Ministr y of Domestic
Trade and Consumer Affairs table the report for the Cabinet’s consideration for legislation purposes.
To co-ordinate the review process the
Steering Committee meets at least once
every month. It should be pointed out that
at the time of writing this article the Steering Committee had already met seven
times. Its inaugural meeting was held on
27 February 2004.
These meetings were primarily concerned with the strategic stage of the review. Discussions were centred upon

6 The Annotated Statutes of Malaysia Desk Edition 2
Companies, MLJ 2002 provides readers with a list
of the amendments made to the Act.
7 The English authorities themselves have
recognised this fact and in March 1998 the then
Secretary for Trade and Industry Margaret Beckett
when launching the English corporate law reform
programme described the task of the Company Law
Review Steering Group as that to create a modern
company law for a modern world instead of the
“present complex outdated patchwork”.
8 In his speech delivered on 1 September 2004 at
the launching event of the CLRC’s Strategic Framework for Corporate Law Reform Programme document.
9 The New Zealand Law Commission Report No. 9
titled Company Law Reform and Restatement specifically highlighted that a good company law system should among other things provide better accessibility to company law by setting up the Act as
the restatement of the first recourse in identifying
rights and duties within the company.
10 The accompanying appendix to this article sets out
the names of the members of the Steering Committee, working groups and the CLRC Secretariat.
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themes such as:
䡲 Identifying the purpose of the review;
䡲 Identifying the objectives of the review;
and
䡲 Deciding how the review process was to
be conducted.
These meetings led to the publication of
the document titled Strategic Framework
for Corporate Law Reform Programme as
was noted above.

This in itself ensures that the working
group must at the very least meet once a
month. Despite having said this it must also
be pointed out that there are some working groups that meet more than once a
month.
Lastly, it must also be mentioned that in
carrying out its review work some working groups have set up clusters or subworking groups. An example of this is
working group D that has seven sub working groups.

Role and function of the working groups
At this point of time the Steering Committee has identified four core areas of
company law that require immediate review and have established four separate
working groups that are currently conducting its review work. The table below sets
out the various working groups and their
respective areas of review.
Working
Group Review Scope
A

Company Formation and Private
Companies and Alternative
Forms of Business Vehicles

B

Capital Rising and Capital
Maintenance

C

Corporate Governance and
Shareholders Rights

D

Corporate Securities and
Insolvency

The members of these respective working groups, include members of the Steering Committee, as well as persons who
have been co-opted into the working group.
Each working group is chaired by a member of the Steering Committee. Again this
practice ensures that there is a broad base
representation within the working group.
Further, invitations to join the working
groups have also been extended to the private sector and this has been well received.
This practice ensures that the recommendations put forth by the respective working groups, will be market driven and consonant with the current commercial needs
and expectations of Malaysian businesses.
The chairmen of the respective working
groups are free to determine how their
working groups shall operate save that
they must report their progress to the
Steering Committee once ever y month.
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Role and function of the CLRC Secretariat
The responsibility for law reform within
CCM is shouldered by the department of
Corporate Policy, Planning and Development. It is also this department, which is
responsible to provide a full time secretariat to support CLRC’s activities.
The secretariat comprises of one consultant and five full time staff. The key function of the secretariat is to prepare the
ground work study through extensive and
up to date research on core principles and
current issues relating to company law.
The approach used in identifying issues
also necessitates that the secretariat at
times conduct informal consultations with
professional bodies and also conduct crossjurisdictional studies.

The importance of
cross jurisdictional studies
The Steering Committee has
emphasised the need to conduct cross jurisdictional studies as such studies will aid
the respective working groups to identify
international corporate law reform initiatives and trends that may be relevant to
their respective review work. This practise
also ensures that reforms if any recommended by the respective working groups
will be in tandem with the global scene.
However, the Steering Committee has
also stressed that recommendations put
forth by the working committee must take
into account the local corporate and business environment and should also include
recommendations that enable Malaysian
businesses to compete internationally.

the various consultees who will be affected
directly or indirectly by the reforms, if any,
proposed by the CLRC.
Consultation is therefore an important
aspect of the review exercise, as it will ensure the success of the task undertaken.
The chairman of the CLRC emphasised
this point when he said:11
“I firmly believe that this task of looking
afresh at matters in the light of changes in
other jurisdictions and the discernible
trends in the patterns of competitive trading will be made easier and, more importantly, achievable, through a series of public consultation exercises with the principal stakeholders. The CLRC intends to integrate into its corporate law reform
programme consultations with the private
sector, the professional bodies, the Ministry, CCM and other regulatory bodies and
the press.”

Implementing the final recommendations
As was pointed out by Dato’ K.C. Vohrah
in his inaugural speech as chairman of the
CLRC at the launching of the Strategic
Framework for Corporate Law Reform
Programme:
The CLRC may only provide advice and
recommendations but implementation is a
matter for others.
He further pointed out that: “The extent
in which CLRC can influence policy, and
maintain the confidence of the stakeholders
including the government, will depend substantially upon its ability to craft recommendations that are practical and susceptible to
ready implementation.”

Conclusion
The CLRC has already commenced its
review work on the Act and as the first
stage of its review exercise the CLRC has
made available to the public its first consultative document titled Strategic Framework for Corporate Law Refor m
Programme which can be found at the
website of CCM (www.ssm.com.my). The
CLRC is deeply appreciative of the time
and ef for t contributed by individuals,
organisations and companies in responding to the document. AT

Consultation
An integral aspect of the review exercise
involves the reviewing of information from

11 In his speech delivered on 1 September 2004 at
Mutiara Hotel Kuala Lumpur.
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MASB Issues Revisions to
11 Accounting Standards

T

he Malaysian Accounting Standards Board (MASB) will be issuing proposed revisions to 11
MASB Standards by year-end.
These revisions are exposed in three
batches, beginning with four revisions in
July, four in September and another three
by December as part of its efforts to converge with the latest revised Standards issued by the International Accounting Standards Board (IASB).
In July 2004, MASB issued revisions to
four existing MASB Standards, namely,
MASB 2 Inventories, MASB 8 Related Party
Disclosures, MASB 15 Property, Plant and
Equipment, and MASB 19 Events After the
Balance Sheet Date. The proposed Standard
is open for comment until 26 October 2004.
In September the MASB issued two more
documents: ED 38 and ED39. ED 38 covers
revisions to three Standards, namely MASB
1 Presentation of Financial Statements, MASB
3 Net Profit or Loss, Fundamental Errors and
Changes in Accounting Policies, and MASB 6
The Effects of Changes in Foreign Exchanges
Rates. ED 39 is identical to International Financial Reporting Standards 5 (IFRS 5) Noncurrent Assets Held for Sale and Discontinued
Operations, which was issued by the IASB. If
adopted, the proposed Standard would replace
MASB 28, Discontinuing Operations.
Three other revisions will be issued before year-end. They are revisions to the
Standards on Leases, Business Combinations and Impairment of Assets.
In addition, two new proposed Standards
will be issued before year-end. They are:
(i) IAS 38 Intangible Assets; and
(ii) IFRS 2 Share-Based Payments.
By the first quarter of 2005, MASB expects
to revise MASB 11 Consolidated Financial
Statements and Investments in Subsidiaries,
MASB 12 Investments in Associates, MASB 13
Earnings Per Share, MASB 16 Financial Reporting of Interests in Joint Ventures, MASB 24
Financial Instruments: Disclosure and Presentation. The MASB will also issue the revised
proposed Standard on Financial Instruments:
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Recognition and Measurement as well as the
proposed Standard on Investment Property.
The MASB maintains its policy of convergence with the IFRSs where future
MASB Standards will be closely modelled
after IASB Standards. Modifications will be
made only if it is absolutely necessary.
Interested parties are welcome to give comments on ED 38 and ED 39 to the MASB by
27 December 2004. Copies of the proposed
Standards are available free of charge at: Malaysian Accounting Standards Board, Suites
5.01-5.03, 5th Floor, 338, Jalan Tuanku Abdul
Rahman, 50100 Kuala Lumpur. Tel: 03-2715
9199. Fax: 03- 2715 9212, e-mail address:
masb@masb.org.my
Alternatively, the proposed Standards are also
available on the MASB website at www.masb
.org.my/masbdp_edonline.asp. The public
may also provide their comments electronically through ED Online on our website.

Note
Some of the main changes to the existing
MASB Standards proposed in ED 38 are
as follows:

MASB 1 (revised):
䡲 Requires disclosure of the critical judgements made by management in applying
accounting policies.
䡲 Requires disclosure of the key assumptions about uncertainties made by management that could cause material adjustment to the carrying amounts of assets
and liabilities in the financial statements.
䡲 Prohibits disclosure of ‘extraordinar y
items’ in financial statements.

MASB 3 (revised):
䡲 Requires retrospective application of
voluntary changes in accounting policies and retrospective restatement to
correct prior period errors. It removes
the allowed alternative in the previous
version of MASB 3.
䡲 Eliminates the concept of a fundamental
error and thus the distinction between fundamental errors and other material errors.
䡲 Requires, rather than encourages, disclosure of an impending change in accounting policy when an entity has yet to
implement a new Standard that has been
issued but not yet come into effect.

MASB 6 (revised):
䡲 Replaces the notion of ‘reporting currency’ with two notions:
i. Functional currency — the currency of
the primar y economic environment in
which the entity operates; and
ii. Presentation currency — the currency in
which financial statements are presented.
䡲 Revises the requirements in the previous version of MASB 6 for distinguishing between foreign operations that are
integral to the operations of the reporting entity, and foreign entities. Such requirements are now among the indicators of an entity’s functional currency.
䡲 Removes the limited option in the previous
version of MASB 6 to capitalise exchange
differences resulting from a severe devaluation or depreciation of a currency against
which there is no means of hedging.

ED 39 proposes:
䡲 that assets meeting the criteria be classified as held for sale, and the assets and
liabilities included within a disposal group
classified as held for sale, are presented
separately on the face of the balance sheet.
䡲 that for assets to be classified as held for
sale, the assets must be available for immediate sale in its present condition and
its sale must be highly probable.
䡲 that assets or disposal groups that are
classified as held for sale are carried at
the lower of carrying amount and fair
value less costs to sell. Such assets or
disposal groups are not depreciated.
䡲 withdrawal of MASB 28 Discontinuing
Operations, replacing it with the following:
䡲 change the timing of the classification as
a discontinued operation. MASB 28 classifies an operation as discontinuing at the
earlier of (a) the entity entering into a
binding sale agreement and (b) the board
of directors approving and announcing a
formal disposal plan. ED 39 classifies an
operation as discontinued at the date the
operation meets the criteria to be classified as held for sale or when the entity
has disposed of the operation.
䡲 present the results of discontinued operations separately on the face of the income statement.
䡲 prohibit the retroactive classification as
a discontinued operation, when the discontinued criteria are met after the balance sheet date. AT
ACCOUNTANTS TODAY • November 2004

Approved Accounting Standards in Malaysia
a. MALAYSIAN ACCOUNTING STANDARDS BOARD (MASB) STANDARDS
Effective Date
accounting
period
beginning
on or after

Foreword

Foreword to MASB Standards and Other Technical
Pronouncements

MASB 1

Presentation of Financial Statements

01.07.1999

MASB 2

Inventories

01.07.1999

MASB 3

Net Profit or Loss for the Period, Fundamental Errors
and Changes in Accounting Policies

01.07.1999

MASB 4

Research and Development Costs

01.07.1999

MASB 5

Cash Flow Statements

01.07.1999

MASB 6

The Effects of Changes in Foreign Exchange Rates

01.07.1999

MASB 7

Construction Contracts

01.07.1999

MASB 8

Related Party Disclosures

01.01.2000

MASB 9

Revenue

01.01.2000

MASB 10

Leases

01.01.2000

MASB 11

Consolidated Financial Statements and Investments
in Subsidiaries

01.01.2000

MASB 12

Investments in Associates

01.01.2000

MASB 13

Earnings Per Share

01.01.2000

MASB 14

Depreciation Accounting

01.07.2000

MASB 15

Property, Plant and Equipment

01.07.2000

MASB 16

Financial Reporting of Interests in Joint Ventures

01.07.2000

MASB 17

General Insurance Business

01.07.2001

MASB 18

Life Insurance Business

MASB 19

Events After the Balance Sheet Date

01.07.2001

MASB 20

Provisions, Contingent Liabilities and Contingent Assets

01.07.2001

MASB 21

Business Combinations

01.07.2001

MASB 22

Segment Reporting

01.01.2002

MASB 23

Impairment of Assets

01.01.2002

MASB 24

Financial Instruments: Disclosure and Presentation

01.01.2002

MASB 25

Income Taxes

01.07.2002

MASB 26

Interim Financial Reporting

01.07.2002

MASB 27

Borrowing Costs

01.07.2002

MASB 28

Discontinuing Operations

01.01.2003

MASB 29

Employee Benefits

01.01.2003

MASB 30

Accounting and Reporting by Retirement Benefit Plans

01.01.2003

MASB 31

Accounting For Government Grants and
Disclosure of Government Assistance

01.01.2004

MASB 32

Property Development Activities

01.01.2004

MASB i-1

Presentation of Financial Statements Of Islamic
Financial Institutions

b. EXTANT ACCOUNTING STANDARDS
IAS 25

Accounting for Investments

IAS 29

Financial Reporting in Hyperinflationary Economies

MAS 5

Accounting for Aquaculture
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01.07.2001

01.01.2003

MASB 31,
Accounting for
Government Grants
and Disclosure of
Government
Assistance
This Standard shall be applied in accounting for, and in the disclosure of, government grants and in the disclosure of other
forms of government assistance.
Government grants is defined in the
Standard as assistance by the government
in the form of transfers of resources to an
entity in return for past or future compliance with certain conditions relating to the
operating activities of the entity.
Government assistance is defined as action by the government designed to provide an economic benefit specific to an
entity or range of entities qualifying under
certain criteria.

Government Grants
The Standard prescribes that government grants, including non-monetar y
grants at fair value, shall not be recognised
until there is a reasonable assurance that:
1 the entity will comply with the conditions attached to them; and
2 the grants will be received.
They shall be recognised as income over
the periods necessary to match them with
the related costs, which they are intended
to compensate, on a systematic basis. They
shall not be credited directly to shareholders’ interests.
In presenting the government grants in
the financial statement, the Standard prescribes that government grants related to
assets, including non-monetary grants at
fair value be presented in the balance sheet
either by:
1 setting up the grant as deferred income; or
2 deducting the grant in arriving at the
carrying amount of the asset and in
which case, additional information
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MASB 31 and 32

similar to setting up the grant as deferred income and a reconciliation of depreciation before and after deduction of the related government grant shall be disclosed.
For those related to income, they shall be presented as a credit in the income statement, either
separately or under a general heading such as
“Other Income”.
Alternatively, the grant shall be deducted in reporting the related expenses in which case disclosure of a reconciliation of the related expense
before and after deduction of the grant and reason for adopting this alternative approach is required.
In the case of revocation by the government,
repayment of the grant may be required and the
Standard prescribes that:
Repayment of a grant related to income shall
be applied first against any unamortised deferred
credit set up in respect of the grant. Any repayment in excess of such deferred credit shall be
recognised immediately as an expense.
Repayment of a grant related to an asset shall
be recorded by increasing the carrying amount
of the asset or reducing the deferred income balance by the amount repayable. The cumulative
additional depreciation that would have been
recognised to date as an expense in the absence
of the grant shall be recognised immediately as
an expense.

MASB 32,
Property
Development
Activities

property development costs shall be

This Standard shall be applied in ac-

stage of completion of the development

counting for property development ac-

activity at the balance sheet date.

in which the related revenue is
recognised.
The amount of property development
project

revenue

and

expenses

recognised in the income statement
shall be determined by reference to the

tivities in the financial statements of an

Project development revenue and ex-

entity undertaking property develop-

penses recognised are to be immedi-

ment activities.

ately written back as soon as a rescis-

The objective of this Standard is to

sion or revocation of sales occurs.

prescribe the accounting treatment for

Proper ty development costs not

revenue and costs associated with

recognised as an expense shall be

property development activities.

recognised as an asset and shall be mea-

A few issues relating to property development activities are:
1 Allocation of revenue and costs to
the accounting periods in which
the property development activities are performed; and
2 Classification of land held for future development by property development entities.
In addressing the above issues, the
Standard prescribes that:

Government Assistance

recognised as an expense in the period

sured at the lower of cost and net
realisable value.
Estimation of obligation of sales incentives or other guarantees offered to
induce sales shall be accounted for in
accordance with MASB 20, Provisions,
Contingent Liabilities and Contingent
Assets.
Inventories of unsold completed development units shall be stated at the
lower of cost and net realisable value.
For land held for property develop-

Property development costs shall

ment, it shall be classified as non-cur-

For certain government assistance which cannot reasonably have a value placed upon them and
transactions with the government which cannot
be distinguished from the normal trading transactions of the entity, disclosure of the nature, extent and duration of the assistance may be necessary in order for the financial statements not to
be misleading.

comprise all costs that are directly at-

rent asset where development activities

tributable to development activities or

have been carried out or where devel-

that can be allocated on a reasonable

opment activities are not expected to be

basis to such activities. Property de-

completed within the normal operating

velopment revenue shall comprise the

cycle.

Disclosure

tional revenue due to variation in de-

The following matters shall be disclosed:

selling price agreed in the sale and
purchase agreements and any addivelopment work.

It shall be carried at cost less any accumulated impairment losses.
When a property developer has carried its land held for property develop-

Property development revenue shall

ment at revalued amounts as allowed

be recognised in respect of all devel-

under MAS 7, Accounting for Property

(b) the nature and extent of the government
grants recognised in the financial statements
and an indication of other forms of government assistance; and

opment units that have been sold. Rev-

Development, the entity may continue to

enue recognition commences when all

retain the revalued amount of the land

the sale of the development units are

(and subsequently, its carrying costs)

effected, upon the commencement of

as its surrogated cost.

(c) unfulfilled conditions and other contingencies
attached to the government assistance that
has been recognised.

development and construction activi-

This Standard supersedes MASB Ap-

ties, and when the financial outcome

proved Accounting Standard MAS 7, Ac-

of the development activities can be re-

counting for Property Development, and

This MASB Standard became operative for annual financial statements covering periods beginning on or after 1 January 2004. AT

liably estimated.

it becomes operative for annual finan-

(a) the accounting policy adopted for the government grants;
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When property development units
are sold, the attributable portion of

cial statements covering periods beginning on or after 1 January 2004.

AT
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NOTICE TO MEMBERS

IMPORTANT! Membership
The Institute would like to inform members that the Council
has resolved to remove from the register of members, those
members who do not settle their outstanding Annual Subscription by 31 December 2004. Accordingly, all members are
advised to settle their Annual Subscription by 31 December
2004. A re-admission fee of RM500 will be imposed on members who seek re-admission. AT

Relocation of
MIA Resource Centre
We would like to inform members that the MIA Resource Centre
has been relocated to a new premise. The details are as follows:
Address:
No. 16-18, Jalan Tun Sambanthan 3
Brickfields, 50470 Kuala Lumpur
Tel:
+603-2274 5055 (General Line)
+603-2277 4565, +603-2274 4274 (Direct Lines)
Fax:
+603-2274 4338
The Resource Centre is presently undergoing renovation and
will be reopened on 22 November 2004. We apologise for any
inconvenience caused. For enquiries please contact the Institute at +603-2279 9200.

Briefing for Practitioners
November 2004
We are pleased to inform our
members in public practice of
a briefing to be organised at the
MIA premises on Friday, 19
November 2004. Details are
as follows:
Venue:
Main Boardroom
Dewan Akauntan
2, Jalan Tun Sambanthan 3
Brickfields, Kuala Lumpur
Time: 5.30 to 8.00 p.m.
Admission: Free
The objectives for this briefing
are two fold. Firstly, we are sharing with our members an innovative strategy to evaluate software,
either for implementation in their
own practice or on behalf of their
clients and secondly, the Institute
would like to highlight to practitioners, especially the non-audit
firm practitioners, various avenues available to manage their
risk within their practice.

(A) Practical Aspects Of
Evaluating Software
November 2004 • ACCOUNTANTS TODAY

It is a given fact that many of
our practitioners act as business
advisers to many of their clients.
One of the usual requests by their
clients is to recommend suitable
software to enable the client to
manage their affairs better and
more effectively. But, as a practitioner, are you able to do so?
To drive growing businesses,
organisations need systems
that are able to adapt to its practices and streamline processes
throughout the organisation.
About 70 per cent of all organisations that have installed a
new system fail to achieve the
expected ROI and 75 per cent
of all implemented systems fail
to optimise the benefits associated with it. Thus, it is significant for organisations to know
how to procure the right system which helps in identifying,
driving and delivering measurable returns on investment,
lowering total cost of ownership and improving business efficiency and productivity.

Great demand in cost-effective
software has intensified competition in the software industry.
There are a large number of software providers in the market,
each one claiming to provide the
organisation with the best solutions. Vast options in software,
different approaches and pricing
structure may eventually lead to
confusion among the users.
As a result, to minimise high
risk and implementation costs, it
is important to fully understand:
a) How to effectively evaluate
software when there are so
many types of systems in
the market.
b) The practical aspects of
evaluation of ERP software.
c) To consider the practical
issues and problems in the
evaluation process.
Practitioners should take
this opportunity to arm themselves with such knowledge so
that they can then, in turn, provide proper advice and value
added ser vices when clients
have decided to implement certain systems. Cheah Sin Leng,
the Managing Director of Innovations Resources Group of
Companies has been invited to

share with us through his experience as a vendor of business software to practitioners.

(B) Risk Management Within
A Non-Audit Practice
The bulk of work provided by
a non-audit firm in most cases is
not statutor y in nature. This
could be in the area of work that
is being outsourced by an audit
firm to them on an ad hoc basis
but it could also be the provision
of specific services such as due
diligence reporting, accounting
work, management services etc.
The Practice Matters Department is keen to share some insights with the proprietors of
non-audit firms, especially techniques available to manage risk
within their practice that may
arise from having a portfolio of
clients with such diverse reporting needs. In the process, the Department would be keen to highlight to members ways to manage specifically their credit risk
i.e., by simply following the auditing standards which are currently in place, to which a great
number of practitioners (audit
and non-audit firms included)
are already well versed with. AT

Clarification on Private Placement
Members are hereby informed
that pursuant to Section 32 of the
Securities Commission Act 1993
(SCA), the Securities Commission (SC)’s approval is required
to be sought for any issue or offer of securities that falls within
the ambit of Section 32 of the
SCA. This includes, amongst others, private placement proposals.
To further enhance the efficiency of the fund raising process, the SC will consider the
private placement application
and an approval letter will be issued on an immediate basis.
To qualify for such consideration, private placement proposals submitted must comply
with the following criteria:
䡲 The size of the private placement does not exceed 10 per
cent of the issued and paid-

up capital of the applicant
company;
䡲 No waiver and exemptions are
being sought from any of the
provisions of the Policies and
Guidelines on Issue/Offer of
Securities (Issues Guidelines)
and Guidelines on the Acquisition of Interests, Mergers
and Take-Overs By Local and
Foreign Interests (Foreign
Investment Committee (FIC)
Guidelines);
䡲 The information submitted is
complete; it must comply with
the Format and Content of Applications under the Issues
Guidelines and FIC Guidelines;
䡲 No corporate governance issue is noted from the declarations made by the applicant
and each of the directors of the
applicant in accordance with
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Notice to members

the form specified in Schedules 16.02(1)
and 16.02(3) of the Issues Guidelines;
䡲 The private placement proposal must not
be an application that forms part of a
combination of other corporate proposals which require SC’s approval;
䡲 It must fall under the declarator y approach; and

䡲 At least 30 per cent of the proposed placement shares must be placed out to
Bumiputera investors unless the applicant
company is a Bumiputera company conferred with the Bumiputera Controlled PLC
status by FIC and maintains at least 51 per
cent Bumiputera equity after the proposal.
Please be guided accordingly. AT

NEW DEVELOPMENTS — Extension of the

Anti-Money Laundering Act 2001
to Accountants & Company Secretaries
With effect from 30 September 2004, Bank Negara Malaysia has
extended the application of various provisions in the Anti-Money
Laundering Act 2001 (the ‘AMLA’) to specific categories of professionals
and service providers including lawyers, company secretaries and to
members of the Institute who hold valid practising certificates.
Pursuant to the Anti-Money Laundering
(Invocation of Part IV) (No. 2) Order 2004
[P.U.(A) 340/2004, the provisions of paragraph 14(b), Section 20 and Section 24 of
the AMLA are now invoked in respect of:
(a) members of the Institute who hold valid
practising certificates issued pursuant to
Rule 9 of the Malaysian Institute of Accountants (Membership and Council) Rules
2001, when they prepare or carry out the
following activities for their clients:
i) buying and selling of immovable property;
ii) managing client’s money, securities or
other property;
iii) managing of accounts including savings and securities accounts;
iv) organising of contributions for the creation, operation or management of
companies; or
v) creating, operating or managing of legal entities or arrangements and buying and selling of business entities.
(b) persons prescribed by the Minister or
licensed by the Registrar of Companies to
act as a company secretary of a company
pursuant to section 139A of the Companies
Act 1965 [Act 125], when they, whether in
person or through a firm or company, prepare or carry out the following activities
for their clients:
i) acting as a formation agent of legal entities;
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ii) acting as (or arranging for another person to act as) a director or secretary of
a company, a partner of a partnership,
or a similar position in relation to other
legal entities;
iii) providing a registered office, business
address or accommodation, correspondence or administrative address for a
company, a partnership or any other
legal entities or arrangement;
iv) acting as (or arranging for another person to act as) a trustee of an expressed
trust; or
v) acting as (or arranging for another person to act as) a nominee shareholder
for another person.
As repor ting institutions under the
AMLA with effect from 30 September 2004,
members who fall within the above categories and who provide the above services
will have to report any suspicious transactions to the Financial Intelligence Unit at
Bank Negara if they come across such suspicious transactions when preparing or
carrying out the above activities for their
clients. The requisite form for reporting
suspicious transactions (STR Form) and
the Invocation Order are available at the
Institute’s website at www.mia.org.my.
Please visit the Institute’s website from
time to time for timely and useful updates
pertaining to anti-money laundering. AT

Reporting

Suspicious
Transactions
Following June’s special report on
the new developments on anti-money
laundering, members are reminded
to visit the Institute’s special website
at www.mia.org.my/misc/amla
from time to time for further
information on developments on
anti-money laundering. To provide
members with some basic understanding of the new developments, a
series of Frequently Asked Questions
and Answers (FAQs) have been put
together. The third set of FAQs on
reporting suspicious transactions is
reproduced for members’ easy
reference.
1 When do I make a Suspicious Trans-

action Report (STR)?
You need to lodge a STR in connection
with any transaction:
(a) where the identity of the persons involved;
(b) the transaction itself; or
(c) any other circumstances concerning
that transaction;
gives you or your officer or employee,
reason to suspect that the transaction itself
involves proceeds of an unlawful activity.
2 Do I need to investigate the facts be-

fore forming a suspicion?
You do not need to carry out an investigation into a particular transaction before forming a suspicion. However, you or your AntiMoney Laundering Repor ting Of ficer
(AMLRO), would need to review the information available, obtain clarification or explanations if necessary, and then exercise
your professional judgment or opinion on the
information that you have, as to whether or
not there is a basis for forming a suspicion.
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If there is a basis, then an STR would
have to be made.

the FIU in Bank Negara Malaysia. Do I tell
the new accountant/company secretary?

This is irrelevant. The reporting requirement under the AMLA is a personal one,
specific to you as a reporting institution. If
you have suspicions, you will need to lodge
a report, even if you think or know that
someone else has made a similar report.

No. You should not provide any person
including the incoming accountant or company secretary with information that could
expose you to prosecution for tipping off.
You should not share your suspicions of
money laundering with the incoming accountant or company secretar y as this
could risk tipping off the client that an STR
has or might have been made.

4 I recently met with a potential client

8 I have recently taken over several new

who subsequently decided not to engage
my services. I however have a suspicion
that the potential client has a business
which involves proceeds from unlawful
activities. Do I need to lodge a report?

clients from their former accountant/company secretary. Can I request for the identification documentation relating to these
clients from the former accountant/company secretary so that I do not have to
repeat these procedures?

3 What if I believe that someone else has

already made a report?

The new reporting requirements require
you to lodge an STR if you provide the relevant services for your client, and you have
formed a suspicion in that respect.
If you are suspicious of a prospective client, you do not have a legal obligation to
report this suspicion. You may nevertheless elect to do so if you have sufficient
information to lodge such a report.
5 In addition to the relevant services, my
firm also provides other types of services.
Would my firm need to report suspicions
on clients for whom the services provided
by my firm are not the relevant services?
If the suspicions do not arise in respect of
the relevant services rendered, there is no
legal obligation to report these suspicions.
However, you or your firm may wish to
make a report in any event.
6 Do I discuss my suspicions with my cli-

ent? Do I tell my client that I have lodged an
STR with the FIU in Bank Negara Malaysia?
No, on both counts. Once a suspicion has
been formed or once a report has been
lodged, it is an offence for you to disclose
any information about that suspicion or report, to any person. If you do so, you are
likely to commit the offence of tipping-off.
For safety reasons, it is advisable not to
disclose to any other person (save for your
AMLRO) that an STR has been lodged.
7 One of my clients has decided to ap-

point another accountant/company secretary. I have already lodged an STR with
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As the incoming accountant/company
secretary, you cannot simply discharge your
responsibilities under the AMLA to verify
the identity of new clients and to obtain
documentation of such identification, by
seeking assurances from the former accountant/company secretary. You will need
to undertake the relevant steps yourself.
However, you may obtain, with the consent
of the client, certified copies of the client
identification documentation previously
undertaken by the former accountant/company secretary provided that you verify and
update such documentation.
The former accountant/company secretary is not in a position to surrender the
identification records obtained previously
from these clients as such records are required to be kept for at least six years. If
faced with a request for such documentation by the incoming accountant/company
secretary, the former accountant/company
secretary may provide the incoming accountant/company secretary with certified
copies of such documentation.

If the former accountant/company secretary is unable to provide certified copies of the client identification documentation previously undertaken by him/her,
the incoming accountant/company secretary will need to undertake the relevant
steps to verify the identity of the client himself/herself.
9 I deal with clients that operate in industries known to be potentially at risk
of money laundering. Should I be suspicious because of this?
You would need to consider whether you
have any grounds for suspicion which has
some factual or objective foundation or
whether it is pure speculation. In the absence of any other information, the mere
fact that your client operates in a risky industry is not a basis to conclude that there
are grounds for your suspicions. You
should in any event ensure that your
client’s identification documentation is up
to date and verified.
You will need to review each client on
its own merits and consider whether there
are grounds for suspicion and not just
speculation. You should not simply lodge
an STR on a ‘just in case’ basis.
10 I have recently assisted my client with
the restructuring of their group. In the
course of my work, I have come to suspect money laundering. I would like to
resign but this may tip-off the client. What
should I do?
You are required to in the first instance,
make a repor t to your AMLRO. The
AMLRO should then make a report to the
FIU in Bank Negara Malaysia.
If you do not wish to continue acting for
your client, you will need to find a way of
withdrawing from the engagement that
does not tip-off the client. AT

New Procedure by the
Foreign Investment Committee
Members are hereby informed that the Foreign Investment Committee (FIC) is
now using a new procedure for applicants to obtain FIC approval commencing 1
August 2004. Only applications using this procedure will be considered.
Please take note that further information on this new procedure is available on
the web site of Unit Perancang Ekonomi, Jabatan Perdana Menteri at
www.epu.jpm.my. Please be guided accordingly. AT
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BOOK REVIEW

MALAYSIA The Making of a Nation
by Cheah Boon Kheng

MBA IN A BOX Practical Ideas from
the Best Brains in Business
by Joel Kurtzman with
Glenn Rifkin and Victoria Griffith

Publisher:
Institute of Southeast
Asian Studies (ISEAS)
Pages: 264
Understanding a nation goes
beyond flag waving. Lots of that
went on during the month-long
Merdeka celebrations that
ended recently.
In business, knowing a little
bit about the countr y one is
operating in can be helpful. For
those interested in Malaysia’s
history, Malaysia: The Making
of a Nation is one account from
a local historian.
In the seven-chapter book,
Cheah Boon Kheng, who retired as Professor of History at
the Penang-based Universiti
Sains Malaysia, takes readers
through the decades just before, and since, the Independence in 1957.
Cheah, presently a Visiting
Fellow at the university’s Centre for Policy Research, begins
with a look at the decade before
Merdeka.
He then looks at key issues
af fecting the nation since.
Chapter two talks about the
‘bargain’ and contesting nationalism. He also examines the ap-
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proach by T unku
Abdul Rahman, the
country’s first Prime
Minister, at ‘pluralism’ in nation-building.
Domestically, Tunku
was best known for
his pioneering policy
of entrenching Malay political
primacy. “Although he upheld
the principle of Malay political
primacy, he worked out compromises and attempted to accommodate the demands of the
other races in the countr y,”
writes Cheah, who goes on to
examine the ‘compromises’ in
more detail.
Next, the book looks at the
issues of Malay dominance, economic integration and national
unity under the second Prime
Minister Tun Abdul Razak. This
is followed by the issues of Islamic fundamentalism during
the prime ministership of Tun
Hussein Onn.
The second last chapter covers the first two-decades of
Malaysia under the leadership
of Tun Dr. Mahathir Mohamad.
How did the massive national
car project come into being.
The book provides a glimpse
albeit from the historical perspective.
On the whole, the author allows readers to better appreciate the background to some of
the issues confronting the nation today. Readers can be assured of its accuracy as the
work involved more than one
party. AT

Publisher: Crown Business
Pages: 438
People don’t buy inventions or
technology, they buy innovations that solve problems, so
goes the opening argument in
yet another book with the
words MBA carved in its title.
The article goes on: “And if
you have the greatest solution
in the world and people don’t
perceive it as the answer to
their problem, they are not going to buy it.”
So, what innovation does
MBA In A Box bring to the
table? Does it provide anything
new, or is it simply regurgitating old stuff in a new mould?
Well, in terms of packaging,
the bulky book literally comes
in a box. It’s difficult to miss the
bright yellow packaging.
The value proposition in this
book is its galaxy of contributors.
Managing the whole ‘thing-inthe-box’ is Joel Kurtzman, formerly the editor of the Harvard
Business Review and global lead
partner for thought leadership
and innovation at PricewaterhouseCoopers.
In this volume, Kurtzman
has invited ‘some of the best
minds in business’ to put down
some of their ‘best thoughts’.

How does it help
readers? Well, the
author tells us that
he has asked the
contributors to be
candid, open and
opinionated. He
also urged them to
tackle subjects they love from
perspectives that they know
work.
“I have asked them to give
readers a glimpse of how they
think about what they do,” he
says. Probably, readers would
value that aspect — getting inside the minds of credible, selected thinkers.
MBA In A Box attempts to
show how the core curriculum
of an MBA programme works
in the real world. Among others, he has gathered people
like author Michael Porter and
Harvard Business School professor of business administration Rosabeth Moss Kanter.
The issues discussed are varied. The book discusses why
finance is not just about manipulating numbers but of immense importance in sustaining growth, building widespread wealth, and creating
jobs. It talks about the profit
zone and how to tell if a business is in one. It also touches
on skills to turn an idea or invention into a product that
solves a problem for a market.
At the end of the day, you are
supposed to get a ‘box full of
ideas and tools’ that can boost
your career and help you add
value to your organisation. AT
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T R A V E L & L E I S U R E ko lanta

At Home in a
Resort
Combining aesthetics and
pragmatism, one resort
proves how tradition and
modernism can combine to create an idyllic getaway.

By Anis Ramli

T

he Thai’s are known to be zealous of their culture, especially
in architectural pursuits. The
aesthetic details of the traditional teak house have changed very little
since it reached its zenith in the Ayyuthaya
period. Like their neighbouring Chinese,
who take painstaking measures in creating the ideal home, the Thai’s consider a
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house reaching its goals of artistic undertakings when it represents both balance
and harmony.
Even as modernism creeps into architecture, very little of the Thai style is lost in
today’s buildings. Instead of running into
oblivion, many establishments are retaining accents of the traditional Thai house.
The result is a unique fusion of yesteryear’s

charm and modern deco that is in sync
with today’s lifestyle and environment.
Tucked away in Ko Lanta, an island 70 km
away from Krabi, is a resort that celebrates
the best in Thai architecture. While the
world has been introduced to typical northern-style designs, Pimalai Resort & Spa has
the challenge of not only retaining the traditional art form of the southern Thai-style
house, but creating a modern use for centuries old architecture. Because the scale
of the Thai building now is bigger than
ever, the challenge in presenting traditional
accents in a building is even greater.
With that, the architects for Pimalai Resort & Spa prefer to catch the emotional
space, creating both a shady and dark area
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in the resort’s designs. It pays tribute to
the southern Thai style of architecture.
The most notable of this design is the roof.
Where Lanna (northern Thai) style retains
an elongated roof beam, the southern
style’s has a roof shape that is steeper.
Most notable about the design is the
extent to which the resort goes to create a
natural surrounding reminiscent of a traditional Thai lifestyle. The ‘do not disturb’
plaques are handcrafted and painted.
There are also the leaf-shaped paving
stones that lead up the terraced lawns to
the reception area and the restaurants.
Taking a leaf from the steep roofs of old
Thai houses, Pimalai’s interiors are breezy,
marked with high-ceiling pavilions made
of rich teak and other natural materials.
The Pimalai Spa resembles a quaint village,
designed with unique thatched roofs or
“Salas” over streaming ponds and timber
walkways. It takes the visitor back to the
homes where roofs were often made from
nipah or banana-leaf thatch.
And just like in a typical Thai house, all
75 of Pimalai’s luxury rooms and suites

wants to get away from it all.
Blending the old with the new, rooms are
decorated in contemporary Thai style. Thai
artefacts, furniture and fabrics grace every
corner of the accommodation, while bathrooms, outdoor showers and private patios
are designed to create a tropical haven with
breathtaking views of the sea and the surrounding foliage.
Views from the many villas are breathtaking. Because tree-felling is kept to a
minimum, visitors get glimpses of the sea
amid lush foliage — but no one is complaining. The kilometre-long crescent beach of
Ba Kan Tiang offers spectacular sunset
views. Even at Ko Lanta’s peak season, the
beach appears uninhabited
Even the spa pays tribute to ancient Thai
recipes for stress relief and relaxation. Thai
massages use aromatic Thai herbs.
Galangal, turmeric and rice make up the
spa’s herbal scrub recipes, while body
wraps feature exotic ingredients like natural clay, mint and Thai bergamot (magrut).
Being a member of the Small Luxury
Hotel chain, Pimalai Resort has its work
cut out for it. Personalised service accompanies all the frills and trimmings of a
luxury 5-star resort. Staff are friendly, accommodating and deliver a warmth and
hospitality that is so typically Thai. It’s obvious that as far as Pimalai resort is concerned, they have got it right by creating
balance and harmony in a not-so traditional
teak abode.
As for the jasmine scented-moisturiser
and freshly cut orchids that magically appear on the turned down bed while you’re
dining, it is obvious that a lot of care and
attention has been placed on the finer details. AT

have large ceramic jars at the entrance.
Kept full at all times for auspicious reasons,
a ladle is left at the jar’s side for guests to
use after trudging in from the sandy beach.
Teak features predominantly as the ideal
material for construction. It withstands all
weather, repels insects and is beautiful to
the eye. In fact, the Pimalai owners made
sure that only locally sourced teak and
materials were used for construction, while
much of the resort’s 40 hectares of land is
still engulfed in trees. All these have created an idyllic haven for the visitor who
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B E T T E R L I F E business

Choosing a Name
for your Company
By Chris Dravid

Company names and logos are
all-important marketing tools. Choosing the perfect one
involves logic, creativity and a bit of luck. Find the right name
or logo, and you stand a chance at being remembered at the
moment of consumer choice, long after your initial sales pitch.

S

tudies show that up to 75 per cent
of consumer purchases are made
because of a company name or brand,
and even business-to-business customers are
increasingly brand-conscious. Although there
are already in excess of two million registered
trademarks in the US, a good name for your
company and its products and services, leveraged at every opportunity, can grow your business faster than any other single factor.
Most likely, you currently have a name
of some type for your company and possibly its products or services. Look at your
identity from your customers’ standpoint
— and with brutal honesty.
1 What does it mean?
2 Is it really supporting the key benefits
of what you are trying to sell?
3 Have you outgrown it? For instance, a
family name may be fine for a small, local business, but what will it mean to national or even international customers?
4 Does that name clearly illustrate what
your company does? Successful family
brand names like Orville Redenbacher
are a rarity these days and must be suppor ted by expensive marketing
programmes.

Do not be fixed or remain married to a
name that isn’t working every day to increase your recognition.
Naming companies and products involves logic, creativity and a bit of luck.
Even branding professionals differ in their
exact naming strategies. You can hire a
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professional firm for about $25,000 to
$100,000 and up per name, or you can try
it yourself using these tips from the pros:

Match the name to the market
Don’t apply labels such as ‘Imperial’ to
value-priced products or services, or ‘Budget’ if your offerings are actually not. When
Oldsmobile recently launched a mid-priced
sports sedan, the conventional wisdom was
to choose a name similar to its luxury vehicles such as Supreme and Royale. But
the company re-examined its target market of upwardly mobile younger buyers and
named it Achieva, underlining the notion
of career-driven achievers.

Keep it simple and universally correct
Short names are easier to remember and
use in marketing materials. George
Eastman invented the word ‘Kodak’ because
it could be pronounced in any language.
Sometimes customers will even dictate a
better name for your company, as when
Federal Express shortened its name to
FedEx to reflect how everyone referred to
the firm. Also make sure your name translates well in any targeted foreign market.
One legendar y marketing faux pas was
Chevrolet’s disastrous attempt to introduce
its Nova — which means “does not go” in
Spanish — into the Latin American market.

Consider combining two effective
words into a new concept
One of the most successful recent ex-

amples is Viagra, the drug used to treat
impotency. The name Viagra connotes vitality with the force of Niagara Falls. There
is low-cost software available that can generate every possible combination of words
or phrases it is fed, but consider whether
you wish to sift through thousands of candidates, most of which won’t be usable. A
newly formed word must not only be
unique, but it must be able to create an impact in your target market. Beware of overused ‘wired’ words such as ‘cyber’ and ‘tech’;
they are becoming clichés these days.

Get a second opinion
Employees, friends and relatives are often the worst sources for input on a potential name because they will often say what
they think you want to hear. Try a different tack - ask your customers; they are the
ones you eventually want to entice with
your new identity. They will remember
their input and that makes for a convenient
foundation for renewed association.

Conduct a thorough trademark or
trade-name search
Nothing is worse than launching a new
corporate or product identity, only to be sued
by someone who already owns the name.
Check with appropriate government trademark offices or private search firms to make
sure you can use your chosen name, then
quickly register it to ensure that nobody else
can. You can sometimes use a name owned
by someone in a non-competitive industry,
but it can be risky. If there is any question,
involve your attorney in the process.
There is no denying that choosing a
name for your company is an important
mission and the task should not be treated
lightly. As explained earlier corporate images take on local interpretations. A good
example, for instance, is the Guinness corporate identity. As expressed by the typography, the dark stout with a white head
(common in advertisements), the brown
label with a harp insignia, are familiar in
most countries. In certain Asian countries
like Malaysia and Indonesia the labels
carry a dog and cat in addition respectively
and it is quite common to see the locals
refer to the drink as either Black Dog Beer
or Black Cat Beer, not Guinness! AT
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INSTITUTE NEWS

Inaugural Best Internal Audit
Practice Award 2004
In conjunction with the Institute of Internal Auditors Malaysia’s (IIAM’s) National
Conference which was held on 27 and 28
September 2004, the Malaysian Institute of
Accountants (MIA) in collaboration with
the IIAM hosted an Award Presentation
Dinner to present the Inaugural Best Internal Audit Practice Award 2004 (BIAPA)

the public-listed category was Sime Darby
Berhad and the runner-up was Malayan
Banking Berhad.
For the non-listed/public sector category, the winner was Petroliam Nasional
Berhad. The first runner-up was Great
Eastern Life Assurance (Malaysia) Berhad
while the second runner-up award went to

each received a plaque. In addition, all participating companies received certificates of
participation.
The BIAPA was launched in April 2004
with the intent of recognising and awarding the company with the most outstanding internal audit practice via continuous
development and promotion of best practice in internal audit, promotion of leadership and professionalism in internal audit
and enhancement of internal audit roles in
corporate governance, risk management

WINNERS Public-Listed Category

YB Dato’ S. Veerasingam (2nd from left) presenting the main award to Sime Darby Bhd.’s
Non-Independent Non-Executive Deputy Chairman, Tunku Tan Sri Dato’ Seri Ahmad Tunku
Yahaya (3rd from left). Looking on are En. Hashim (left) and (from right) Mr. Wee Hock Kee,
Mr. Raymond Liew and Mr. Shivanandha.

Runner-up … Malayan Banking Berhad

THE OTHER WINNERS Non-Listed/Public Sector Category

Winner … Petroliam Nasional Berhad

First runner-up … Great Eastern Life
Assurance (Malaysia) Berhad

Second runner-up … OCBC Bank (M)
Berhad

to the winning companies.
The event was graced by the Deputy
Minister of the Ministry of Domestic Trade
and Consumer Af fairs, YB Dato’ S.
Veerasingam who presented the awards to
the winning companies.
A total of five awards were given out during the presentation dinner. The winner for

OCBC Bank (M) Berhad.
In recognition of the winners’ performance, the Award winner for each category
received prizes which included a challenge
trophy, a replica trophy, a Certificate of Excellence and complimentary vouchers to attend the conferences organised by MIA and
the IIAM. The first and second runners-up

and internal control. “We felt that there was
a need to reward successful organisations
that leverage on stringent and effective internal audit practices”, BIAPA Organising
Task Force co-chairman and MIA Council
Member Raymond Liew stated.
“Local companies must realise that having an internal audit department will en-
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hance their business operations and performance, while at the
same time providing stakeholders with much-required assurance,”
said Liew. He added that establishing an Internal Audit Department is imperative to spur success.
The BIAPA was open to companies with in-house internal audit
departments. The awards comprised two categories namely the Bursa
Malaysia Securities Berhad listed companies and the non-listed companies/public sector. This year, a total of 19 nominations were received i.e. 13 nominations from the listed companies category and 6
nominations from the non-listed/government bodies category.
In organising the event, a joint Task Force between MIA and
IIAM was established. It comprised co-chairmen Raymond Liew
and IIAM’s president Wee Hock Kee as well as other committee
members from both MIA and IIAM.
The Task Force set up an Evaluation Committee to devise questions for participants to answer in the nomination form. The committee came up with 35 questions which were divided into four
parts with different weightages including Audit Planning and Strategy (35 per cent), Audit Methodology (35 per cent), Audit Management/Administration (15 per cent) and Relationship Building
(15 per cent). These questions were based on International Standards for the Professional Practice of Internal Auditors, Quality
Assessment Manual and best practices.
Then the interview process followed. The taskforce established
a Selection Committee and the same committee members were
also the judges for the interviewing process. Divided into two
stages, the first stage entailed interviewing all participants on 10
key questions from the 35 questionnaires which were answered
by all participants in the nomination form.
During the second stage, only short-listed companies were interviewed. The number of candidates were narrowed down to
three companies in each category. At this stage, candidates were
tested at the strategic level with questions such as who would be
the right person to be Chief Audit Executive (CAE). Other areas
included questions on how to develop key areas in audit such as
the organisation’s audit charter and strategy and how to extend
and implement good staffing strategy apart from establishing an
effective Quality Assurance and Improvement Programme.
Those short-listed after the interviews were then subjected to an
adjudication process conducted by an Adjudication Committee comprising the chairman of Rating Agency Malaysia, YBhg Tan Sri Dato’
Dr. Abdul Khalid bin Sahan, the executive chairman of Ernst &
Young, YBhg Dato’ Nordin Baharuddin, CEO of Meda Inc. Berhad,
Ong Bok Siong, the managing director of JF Apex Securities
Berhad, Chan Guan Seng and partner at KPMG, Lim Huck Hai.
Both joint chairmen of the taskforce (Liew and Wee) acted as facilitators for this committee. The Adjudication Committee then reviewed the finalists and decided on the winners.
Inevitably, with this being the first year of the BIAPA, some
tough moments were encountered by the organising Task Force.
Liew said that in an effort to boost internal audit practice in the
Malaysian corporate scene, both Institutes are looking forward
to organising this prestigious event again next year. Towards this
end, Liew urged organisations that meet the entry requirements
to rise up to the challenge of the BIAPA! AT
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MIA Entices Students with the
Benefits of Accountancy
ber Mohammad Noor Abu
MIA was able to reach out to
Bakar who was there to deliver
students interested in making a
rewarding career out of accouna career talk. MIA also held a
crossword puzzle competition
tancy when the Institute particito keep visitors to its booth enpated in an Education & Career
Carnival from 10-12 September
tertained.
The Education & Career Carat Kompleks PKNS, Bangi.
nival was organised by the Hulu
MIA’s Executive Director,
Ho Foong Moi said participatLangat District Education Office
and the Hulu Langat District
ing in such an event was part
of the Institute’s
ongoing effort to
promote and create awareness
about the accounting industry in Malaysia. It
also gave students and parents alike an insight on how accountancy could
be a tr uly re- MIA member, Mohammad Noor Abu Bakar
warding career enticing students with an interesting
presentation on the accounting profession
choice. Besides
Counselling & Guidance Comhighlighting the various benefits of the accounting profesmittee. The Hulu Langat District
sion, the information also
Officer officiated at the event.
Apar t from the approxicentred on how to pursue the
necessary qualifications.
mately 5,000 students from
To do this, MIA’s counsellors
Form 5 & 6, private colleges
and public universities who atwere at hand to speak to students and answer any questended, visitors from corporate
tions they had regarding the
bodies and companies related
to education and career develprofession.
One of them was MIA memopment were also there. AT

Students checking out the MIA booth to find out more on the
accounting profession
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Sarawak A Special

16 September 2004
For ty years ago, Sarawak
gained independence and became part of Malaysia. On this
auspicious day of 16 September, the Bintulu Chapter celebrated her 3rd Annual Members Dinner at a local hotel with
150 members and guests.
Among the invitees were representatives from the Lembaga
Hasil Dalam Negeri, Chinese
Chamber of Commerce & Industry, Sarawak Chamber of Commerce & Industry, Institute of
Engineers, Malaysian Medical
Association and Malaysian Advocates Association.
Sarawak branch chairman,
David Tiang Kung Seng and

branch secretar y, Yeo Ah Tee
were present to lend support
to Bintulu Chapter Chairman,
Ngu Woo Hieng, the man responsible for pushing his committee to reach greater success despite only having 52
registered members on the
chapter’s list. AT

(L-R) Yet Nai Sing (Organising Chairman), David Tiang Kung Seng
(Branch Chairman), Ngu Woo Hieng (Bintulu Chapter Chairman),
Abdul Halim bin Omar (Pengarah LHDN Cawangan Bintulu)

Bintulu
Chapter
Committee
Members
with
guests

Sarawak Early Sarawak

Branch Annual Dinner
After missing the 2003 annual dinner which was combined with the
RAC 2003 dinner, the Sarawak
Branch Committee pushed
ahead for an early date. Under the
dynamic stewardship of Samson
Entebang, the Organising Chairman, the Sarawak Branch Annual
Dinner with an appropriate
theme (to remind accountants) of
Staying Relevant was attended by
470 members and guests in
Kuching.
Among the distinguished
guests were Guest of Honour, YB
Tan Sri Datuk Amar Dr. George
Chan Hong Nam (Deputy Chief
Minister 1, Minister of
Modernisation of Agriculture and
Minister of Industrial Development, Sarawak), MIA President,
Datuk Dr. Abdul Samad Haji Alias
and Datin Eileen Yen. Representatives from CIMA, ACCA, MITI,
Jabatan Akauntan, Sarawak
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Appreciation from the President to the Guest of Honour
Kenny Chong receiving his golf
prize from Branch Chairman,
David Tiang Kung Seng

Chamber of Commerce & Industr y, Bumiputera Chamber of
Commerce & Industry, professional bodies and former MIA
Sarawak Branch Chairmen were
also present.
A minute of silence before dinner was appropriately observed
in remembrance of the late
Sarawak Branch CPE Chairman,
Datuk Dr. Marcus Raja who
passed away recently. AT

Samson Entebang, the President and the Guest of Honour
obviously having a good time
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Sabah Expanding to New Horizons MAAA Courtesy Visit to
The 37 th Sabah Branch anniversar y dinner held recently
in a leading resor t hotel in
Kota Kinabalu will go down in
MIA histor y as one of the
grandest functions ever
organised. YB Tan Sri Chong
Kah Kiat, Deputy Chief Minister-cum-Minister of Tourism, Culture and Environment, representing the guest
of honour, YB Datuk Seri
Musa Haji Aman, the Chief
Minister of Sabah, launched
the new MIA logo, proudly
witnessed by our President,
YBhg Datuk Dr. Abdul Samad
Alias and Alexandra Thien.

MIA welcomed the Sabah
Chief Minister’s statement in
his speech which was delivered by Tan Sri Chong that he
“wishes to see the accounting
profession in the state work
closely with the state government especially with the government-linked agencies in
Sabah ”
The 2004 dinner organising
committee under the capable
hands of the organising chairman, Viviana Lim presented a
multimedia record of the history of MIA Sabah Branch, a
commendable effort after much
research in the archives. AT

Accountant-General
On 3 September 2004, the As-

ciation, its objectives and ac-

sociation paid a courtesy visit

tivities. The Association’s in-

to the Accountant-General,

volvement with the National

Othman bin Abdullah (now

Vocational Training Council of

Dato’) at his office in Putrajaya.

the Ministr y of Human Re-

The delegation was headed by

sources was also discussed.

the President, Izhar Abd Kahar,

They also took the opportunity

Vice-President, Koo Yew Fook

to discuss with him issues on

and fellow Council Members,

promoting MAAA member-

Kasim bin Dar us and Mok

ship to the supporting staff of

Kam Seng. Er Beng Kiong

the Accountant-General’s of-

from the AG’s office was also

fice (AGO).

present.

With this visit, the Associa-

During the meeting, the

tion endeavours to continue its

President briefed the Accoun-

cordial working relationship

tant-General about the Asso-

with the AG’s office.

AT

Alexandra
Thien
presenting a
memento to
Tan Sri Chong
while the
President
looks on

A group photo with the Accountant-General, Othman bin Abdullah
(now Dato’) … (L-R) Kasim Darus, Izhar Abd Kahar, Koo Yew Fook,
Er Beng Kiong and Mok Kam Seng
(L-R) Chin Chee Kee of Noblehouse International Trust Sdn Bhd
(main sponsor of the annual dinner) with Kevin How and Philip Yong

One for the album … Dinner working committee members
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The President, Izhar Abd Kahar briefing the Accountant-General on MAAA
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Analysts call for
stronger corporate
reporting

WORLD NEWS
Tougher Competition for
Corporate Service Providers
SINGAPORE’S corporate services outsourcing industry recently got a jolt with the
entrance of two major Hong Kong players, and local incumbents like Boardroom
must now work harder than before to stay afloat in an already competitive industry,
reports Singapore’s Business Times.
Corporate services outsourcing firms perform professional services for companies that would presumably save money by not hiring full-time professionals. Those
services can be grouped into corporate secretarial work, payroll and accounting
work, and share registration.
In Singapore, according to the newspaper, the field has traditionally been dominated by legal firms, accounting firms and specialists like Boardroom, the only pure
exposure to the industry listed on the Singapore Exchange.
How does one describe the nature of the industry? The newspaper suggests that
the old business and its established players make the corporate services industry
here a mature one.
Things are getting tough. In an interview with Thomas Yeoh, Boardroom’s managing director and CEO, the newspapers reported that the main problem was competition, which was holding back growth even as the economy and prospects improve. The competition just got tougher.
Hong Kong-based firms KCS and the Tricor Group opened their doors in Singapore
for the first time recently, and both are formidable new entrants into the industr y.
Who are these new players? The report provides some backgrounder. KCS was
formerly the corporate services arm of KPMG Hong Kong and bought the corporate services operations of Grant Thornton Hong Kong this year. Its Singapore branch
was opened in September 2004 by none other than former Boardroom managing
director Yvonne Goh, a prominent figure in the corporate secretarial field here.
Tricor, with 120 staff in Singapore, has been busy buying up the corporate services
arms of Ernst & Young, Deloitte Touche Tohmatsu and PricewaterhouseCoopers in
Hong Kong. In October, the outfit bought PwC’s corporate services division.
“With their vast resources, those two firms offer not just a high level of professionalism but also truly regional services,” the newspaper reports.
What happens next? The report aptly noted the threat faced by the likes of Boardroom. In the past, it had to fend off smaller and less broadly focused competitors.
Today, the picture has changed as it faces up to competitors ‘bigger and more broadly
focused’.
Hence, the report says local players are faced with a few possibilities. Mergers
and acquisitions can strengthen market presence, but finding competitively-priced
opportunities of suitable scale in a fragmented market may be difficult. Boardroom’s
Mr. Yeoh said he has no concrete plans in this respect yet.
A longer-term option is to expand overseas, just as the Hong Kong firms are coming to Singapore, the report says. Boardroom has already taken steps with a joint
venture in Shanghai performing human resource services.
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In the wake of years of corporate scandals,
a coalition of analysts at 17 socially responsible investment firms representing over
US$147 billion in assets is urging publicly
traded companies around the world to
meet a higher standard of reporting on
corporate governance, environmental,
labour and other key issues.
The analysts recommended that companies start reporting annually on their key
social and environmental policies, practices
and performance, according to a report by
SmartPros.
Additionally, the report says that since
the manner in which companies currently
provide such information varies widely, the
coalition recommends companies should
base their reporting on the Global Reporting Initiative’s (GRI) Sustainability Reporting Guidelines.
GRI indicators include measures of economic performance, such as total payroll
and community donations; environmental
performance, such as greenhouse gas emissions and water use; labour practices, such
as worker health and safety and diversity;
human rights, such as policies around child
labour and indigenous rights; society, such
as community impact, bribery, and political
contributions; and product responsibility,
such as customer health and safety, advertising and consumer privacy.
“Companies have been asking us for
guidance on how to meet the skyrocketing demands for information. At the same
time, a growing set of investors are relying on data on companies’ social and environmental performance to make investment decisions. With this statement, we
recommend ways that companies can increase the credibility, comparability, and
utility of their repor ting,” said Steve
Lippman, Trillium Asset Management senior social research analyst.
According to the report by SmartPros,
the coalition suggests that the
standardised
disclosure
process
recommended might actually reduce the
burden on companies, which could use a
comprehensive report to respond to a wide
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variety of information requests from investors and other stakeholders.
US companies that currently base their
reporting on the GRI guidelines include
Citigroup, Ford, General Motors, HewlettPackard, and Starbucks. Intel is one company that has been moving toward full compliance with GRI and has provided expanded reporting to socially responsible
analysts since 1994.
“Our stakeholders look to us to disclose
key environmental and social data so they
can compare and judge our performance. It makes clear business sense
for Intel to meet that need,” the report
quotes Dave Stangis, Intel director of corporate responsibility.

“Our stakeholders look to us to
disclose key environmental and
social data so they can compare
and judge our performance. It
makes clear business sense for
Intel to meet that need,”
Dave Stangis
Intel director of corporate responsibility
The joint analyst statement is a project
of two working groups of the Social Investment Forum: the International Working
Group and the Social Investment Research
Analysts Network. AT

Corporate Compliance
and Big Accounting Bills
What are some of the concerns faced by
the accounting fraternity’s counterpart in
the US under the Sarbanes-Oxley Act? Big
accounting bills.
The following story, which ran in The Seattle Times, describes the situation. It focuses on Paul Shipman, the chief executive officer of Redhook Ale Brewery.
As with most CEOs, he would like to focus on making money for his Woodinville
company. He’s ramping up a new marketing and production partnership with an Oregon brewery, contending with increased
freight costs and facing tight competition
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“Sarbanes is a mess … I don’t
expect it to add to the accuracy
or the quality of disclosure — it
only adds costs.”
Paul Shipman
CEO of Redhook Ale Brewery.

from other breweries.
Yet, according to the report, before he
can devote his money and time to those
concerns, there are tough new accounting
standards under the Sarbanes-Oxley Act
his company has to meet. Redhook and
other small public companies have until the
end of next year to meet the tougher standards, but the process is long and expensive. What’s the cost? The brewery expects
to swallow $500,000 in Sarbanes-Oxley related accounting expenses this year and an
additional $250,000 in 2005.
Shipman, according to the repor t,
wouldn’t mind if he thought the spending
would help his business, which lost US$1.8
million on sales of US$38.7 million last year,
but he doesn’t believe it will.
“Sarbanes is a mess,” said Shipman, who
this year added two accountants to his ninemember accounting department to handle
the new requirements. “I don’t expect it to
add to the accuracy or the quality of disclosure — it only adds costs.”
Public companies across the US are getting hit with big accounting bills this year.
The Securities and Exchange Commission
estimates the new standards will cost companies a collective US$4 billion or more.
And it won’t end this year.
The costs will keep growing over the
next few years because companies will
have to monitor their internal controls and
financial systems for compliance, as required under Section 404 of the SarbanesOxley Act. Deadlines vary depending on
the end of the company’s fiscal year, but
all public companies in the country must
be compliant by the end of 2005.
The report suggests that meeting the
new requirements is no easy task. The Act,
passed in 2002, imposed sweeping corporate and accounting reforms, expanded financial-disclosure requirements and set
new legal and ethical standards for audi-

tors, boards and attorneys.
Company executives now must certify
the accuracy of their quarterly and annual
reports, document internal controls, hire
additional outside accountants, lawyers
and auditors to ensure the independence
of their financial statements, and often invest in pricey software for the new accounting guidelines.
“Companies are asking themselves: is
Sarbanes-Oxley too expensive?” said Robert Felton, a Seattle-based consultant at
McKinsey & Co. who focuses on corporate
governance. “But for now, they’re saying:
Sarbanes is worth it, let’s put it together
and then see what happens.”
Executives at larger public companies
expect to pay an average of US$3.14 million for Sarbanes-related expenses, according to a July sur vey of 224 public companies with an average of US$2.5 billion in
sales. AT

Women and
Field of Accounting
If your concept of the stereotypical accountant is a nerdy guy with horn-rimmed
glasses, think again, urges a report in the
Indianapolis Business Journal.
In 2002, 57 per cent of accounting graduates were women, according to the New
York-based American Institute of Certified
Public Accountants (AICPA). And women
have made up the majority of accounting
graduates since the mid-1990s.
While AICPA’s membership is still about
70 per cent male, the tide has clearly
turned. Why?
“It’s a stable career,” the newspaper
quotes Barbara Vigilante, Manager of
work/life and women’s initiatives for
AICPA.
The report went on to suggest that more
accounting firms are offering flexible work
arrangements, such as telecommuting, giving a day off each week to make up for the
hectic tax season, and special summer or
holiday hours.
The income potential is nice, too. According to the Robert Half Finance and Accounting 2004 Salary Guide, salaries range
from about US$30,000 for a new accountant at a small public accounting firm to
ACCOUNTANTS TODAY • November 2004

about US$350,000 for a CFO at a large corporation.
The report highlighted another example.
It says that it was the desire for a stable
career that led Britt McDermott, 35, to
become an accountant. “Initially I was a
journalism major, but I didn’t think that was
something I could make a good living at
for the rest of my life,” said McDermott,
who’s a partner in Heaton & Eadie PSC, a
local accounting and consulting firm.
In public accounting firms, you work
with hundreds of dif ferent clients,
McDermott said, so there’s always something new and challenging to do. And for
someone at her level, there’s little numbercrunching. “Our practice is about 50 to 60
per cent consulting. I spend 90 per cent of
my time in meetings or on the phone.”
She also likes the flexibility. “I need that
with my kids,” said McDermott, who has
two of her own and two stepchildren, ranging in age from 4 to 11. “If I need to be
here, I’m here. But if I want to go to a softball game or meet with a teacher, I just
schedule my work around it.” AT

Outsourcing Payroll:
Does it Spell Relief?
While payroll is often thought of as one of
the most widely outsourced business functions, the fact is that only about 25 per cent
of companies with more than 1,000 employees outsource some or all of their payroll
function, according to the American Payroll Association.
A report in the AccountantsWorld.com
suggests some of the reasons companies
often initially process payroll themselves.
High on the list, naturally, is concern
about security of employee information
and wanting to retain control over when
they process the payroll. The other major
reason cited was wanting to be able to
make changes at the last minute while
avoiding errors.
According to the Outsourcing Journal,
outsourcing can cut costs up to 25 per cent
depending on the leverage factors of the
supplier.
The report reviewed some of the reasons
why companies outsource business processes. Companies outsource because they
November 2004 • ACCOUNTANTS TODAY

“… outsourcing can cut costs up
to 25 per cent depending on the
leverage factors of the supplier.”
AccountantsWorld.com
want to, accelerate reengineering benefits,
get access to world-class capabilities, obtain cash infusion, free-up resources for
other purposes, outsource a function difficult to manage or out of control, improve
company focus, make capital funds available, reduce operating costs, reduce risk,
and, take advantage of resources not available internally.
A new study from PricewaterhouseCoopers (PwC) indicates that outsourcing
payroll functions is cheaper than handling
them in-house, reports the online news.
The study, commissioned by outsourced
payroll specialist ADP, surveyed 181 companies about the costs of their in-house
payroll systems. It found that, on average,
each cheque processed with an in-house
system costs US$16.
Interestingly, the study found that the
cost per cheque remained roughly the
same even when processed within an enterprise resource planning (ERP) system. Part of the reason for the unexpectedly high cost even with ERP has to do
with the cost of system upgrades, which
PwC factored into the total cost of ownership.
The report went on to suggest that the
compelling reason to go with an outsourcer
lies in the availability of the latest technology without the cost and headache and the
reduction of IT support for the in-house
systems. However, changing to an
outsourcer won’t guarantee error free payrolls. AT

KPMG Settles
Belgium Suit
KPMG, one of the Big Four accounting
firms, agreed to settle a shareholder lawsuit over the collapse of Belgium’s Lernout
& Hauspie Speech Products N.V., by agreeing to pay US$115 million, one of the law
firms representing the investors said recently, according to a Reuters report.

“The recover y is a win for the investors,
particularly considering the company went
bankrupt,” said Jeffrey C. Block, partner
at Berman DeValerio Pease Tabacco Burt
& Pucillo, one of three law firms representing the investors.
The repor t says KPMG audited the
books of the software company, which filed
for bankruptcy in 2000, after revelations of
improper revenue recognition tore into its
share price, dropping it from US$70 to less
than a dollar in just eight months. The
company’s founders have been charged
with forgery and stock price manipulation
in Belgium.
It also said that the shareholder lawsuit,
which was filed in the US district court in
Massachusetts, claimed that the company
inflated its revenues by US$377 million
over two and a half years.
“Lernout & Hauspie used almost every
accounting trick in the book to scam investors, which led to the company’s demise,”
Block tells Reuters in the report.
Lernout & Hauspie was an audit client
of KPMG Bedrijfsrevisoren in Belgium
while KPMG LLP performed certain audit
work in the US.
In a statement, KPMG said its decision
to settle this litigation was based on “prac-

“There was massive, complex
and cleverly conceived fraud at
Lernout & Hauspie, involving
the company’s executives, officers
and third parties who engaged
in a concerted effort to defraud
both investors and the auditors.”
KPMG
tical business reasons” because it now
saves the firm from protracted legal battles
beyond the four years already spent on this
matter.
“There was massive, complex and cleverly conceived fraud at Ler nout &
Hauspie, involving the company’s executives, officers and third parties who engaged in a concerted effort to defraud
both investors and the auditors,” KPMG
said in a statement. AT
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Congress Approves
Tax Overhaul
By Peronet Despeignes, USA Today.
Congress gave final approval in mid-October to a 10-year, US$136 billion package of
business tax breaks and other benefits, signifying the biggest change in the corporate
tax code in two decades, reports USA Today.
The 69-17 Senate vote sends the package to President Bush, who is expected to
sign it. The House of Representatives
passed it the week before.
According to the report, sponsors say
the tax cuts and other benefits for businesses and some individuals will be paid
for by repealing export subsidies, closing
loopholes in the tax code and ending some
tax shelters.
Bringing US exporters in line with international trade rules is supposed to end
punitive European tariffs on jewellery, carpets, clothing, livestock, cereal, electronic
parts, steel and other select US exports,
the report goes on.
The measure will close tax loopholes, cut
taxes on producers and benefit special interests such as tobacco farmers, railroad
companies, ethanol producers, shipbuilders, native Alaskan whalers, NASCAR race
track owners and importers of Chinese
ceiling fans.
Proponents say it will bolster job creation;
critics call it an election-year boondoggle
that mostly benefits special interests.
Supporters say tax increases and cuts in
the bill cancel each other out; critics contend many of the tax breaks will be extended indefinitely, adding up to US$80
billion to the federal deficit.
The bill focuses on creating, expanding,
shrinking or eliminating tax benefits for
corporations and wealthy taxpayers.
But the report noted that it will also affect many average taxpayers and small
businesses: It will limit how much can be
written off for donating a car. Now, benefactors can use the Kelly Blue Book to estimate what their donation is worth and
what deduction they can claim.
It will extend a provision that allows
small businesses — including grocer y
stores, dry cleaners and restaurants — to
write off the first US$100,000 of any busi-
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“Bringing US exporters in line with international trade rules is
supposed to end punitive European tariffs on jewellery, carpets,
clothing, livestock, cereal, electronic parts, steel and other select US
exports … The measure will close tax loopholes, cut taxes on producers and benefit special interests such as tobacco farmers, railroad
companies, ethanol producers, shipbuilders, native Alaskan whalers,
NASCAR race track owners and importers of Chinese ceiling fans.”
ness equipment they buy. That provision
was scheduled to expire in 2005.
A number of controversies had threatened to sink the bill: a US$10 billion buyout
of tobacco farmers, numerous tax breaks

for narrowly defined industries and its potential to increase the deficit. But lawmakers were swayed by more than 70 tax
breaks and other benefits. AT
USA TODAY, 11 October 2004

IFAC Invites Comments
on Independence
Guidance in Revised
Code of Ethics

mental principles of professional ethics for
professional accountants and a conceptual
framework for applying those principles.
The Ethics Committee has now finalised
the Code based on comments received on
this earlier ED.
“The July exposure draft also proposed
extending the Code from a model on which
to base national ethical guidance to an international standard to be followed by
member bodies and firms. Respondents to
the ED were strongly supportive of this approach,” emphasises Ethics Committee
Chair Marilyn Pendergast. “This demonstrates the profession’s commitment to establish a global ethical benchmark and to
raise the quality of practice worldwide.”
The Ethics Committee is re-issuing the
entire Code in this exposure draft to enable readers to understand the independence section in the context of the entire
Code. An explanator y memorandum is
being issued with the ED which provides
background on recent changes to the Code
and the areas on which comments are now
being sought. AT

The Ethics Committee of the International
Federation of Accountants (IFAC) has released an exposure draft Revised Code of
Ethics for Professional Accountants, clarifying independence requirements for professional accountants in public practice who
perform assurance engagements.
The changes are designed to conform to
the Code to the International Framework
for Assurance Engagements, issued by the
International Auditing and Assurance Standards Board; and definitions contained in
International Standard on Quality Control
(ISQC) 1, Quality Control for Firms that
Perform Audits and Reviews of Historical
Financial Information, and Other Assurance Related Services Engagements.
In addition, the ED proposes a requirement to rotate the individual responsible
for the engagement quality review in an
audit of a listed entity. The Ethics Committee believes that in an audit of a listed entity the person responsible for the engagement quality review be subject to the same
rotation requirements as the engagement
partner.
In July 2003, the Ethics Committee released an ED in which it proposed funda-

This new ED of the revision to the Code of Ethics for Professional Accountants and the explanatory memorandum may be downloaded from the
IFAC website by going to www.ifac.org. Comments are requested by 30 November 2004. They
may be submitted to Edcomments@ifac.org or
faxed (+1-212-286-9570) or mailed to the attention of Jan Munro at IFAC, 545 Fifth Avenue, 14th
Floor, New York, NY 10017. All comments will
be considered a matter of public record.
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C O L U M N S news from professional bodies

President Urges CIMA
Members to Uphold Integrity
In the recent Membership
Graduation Ceremony for new
CIMA members, the president
of CIMA Malaysia Division,
Y.C. Lee, reminded members
to uphold their integrity and
the CIMA Code of Ethics at all
times. He said, “membership in
a professional accounting body
brings with it great honour and
also heavy responsibilities. As
members, you must have a
clear distinction between what
is technically correct but ethically wrong. In this context,
you must have a high degree
of integrity and professionalism
to safeguard the interests of
shareholders.”
The Membership Graduation Ceremony of CIMA (The
Chartered Institute of Management Accountants) was held on
9 October at the Palace of the
Golden Horses in Seri
Kembangan, Selangor. Eightythree new Associates and Fellows of CIMA received their
membership scrolls from Lee.
Together with families and
loved ones, more than 300

people filled the ballroom to
join in the joyous occasion.
Associates are students who
have been admitted as members of CIMA after successful
completion of the CIMA examinations and attainment of
three years’ relevant practical
experience. Fellows have a
higher grade of membership,
with an additional minimum of
three years senior and strategic experience, normally at
Board level.
In his welcome speech during the graduation ceremony,
Lee also urged the new members to embrace Continuing
Professional Development
(CPD) to enrich their technical
knowledge and acquire soft
skills. He said, “Lear ning
should not stop with the attainment of professional membership. In fact the new standard,
IES 7, issued by the International Federation of Accountants (IFAC) on CPD: A
programme of Lifelong Learning
and Continuing Development of
Professional Competence, pre-

Newly appointed FCMA, Ranny Wong Ying Siang receiving the
scroll from Y.C. Lee

scribes mandator y CPD for all
members of the accounting
profession. All IFAC member
bodies are expected to comply
with the standard from the effective date of 1 January 2006.”
Lee added, “Whether mandatory or not, CPD should be entrenched as a lifelong process.
In the new business environment where changes occur all
the time, CIMA members must
be quick to learn and absorb
new knowledge and skills. The
learning curve should be short
for accountants to be competitive and to stay relevant.”
Lee also reminded the new
CIMA members not to forget

the sacrifices made by their
families and loved ones in their
pursuit for success. He said,
“Sometimes we may forget in
our endeavour to achieve great
things, it is not only us who
have to make sacrifices. Our
families and loved ones too
have to sacrifice their time with
us in the pursuit of our goals.”
The CIMA Membership
Graduation Ceremony is an annual event held to celebrate the
attainment of Associate membership by CIMA students who
have passed the final CIMA examinations and to recognise the
elevation of Associate members
to Fellow status. AT

The newly appointed FCMA’s & ACMA’s
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CIMA’s CPE Programme
on Effective Budgeting
Planning, Control &
Practices
CIMA’s CPE programme on Effective Budgeting Planning,
Control and Practices is a popular one for its members judging from the fact that more than
90 participants attended the 1day programme delivered by
CIMA Fellow member, Lee Fok
Chong. Lee is a management
consultant and trainer with
more than 20 years experience
in finance, accounting, marketing and administration.
Three programmes on the
topic were organised in Penang
and the Klang Valley this year,
covering issues such as:
䡲 The Planning Process, Bud-

Lee Fok Chong
with participants
of the CPE
programme on
“Effective
Budgeting
Planning, Control
and Practices”

䡲
䡲

䡲
䡲

get Preparation, Review and
Control;
The Various Operating and
Finance Budgets;
Case Study — The formulation of the various budgets in
a manufacturing concern;
Flexible versus Fixed Budget;
Dif ferent Budgeting Concepts and Approaches;

䡲 The Capital Budgeting Process; and
䡲 The Behavioural Aspect of
Budgeting.
Planning and control are important aspects of every successful business operation to
maintain a sustained and longterm business. Corporate objectives must be translated into

short-term realistic operational
plans in order to be achieved.
Budgeting planning and control is the essential link between the long-term or strategic planning and the short-term
realisation of such plans.
This training programme will
be repeated in 2005 so look out
for the new dates! AT

Public Practice:
Issues and Updates
In recent times, there have
been a series of amendments
to the laws affecting accountants in public practice. Apart
from following a global trend to
harmonise accounting regulations, the current legislations
and statutory frameworks are
also products of international
incidences as well as an increased level of awareness to
implement best practices in the
profession.
Recently, CPA Australia, Malaysia Division organised an
evening talk highlighting the
new laws and developments in
the accounting industry. The 2hour presentation was delivered by the Executive Chairman of Khairuddin Hasyudeen
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& Razi, Nik Mohd Hasyudeen
Yusof f, who, among other
things, focused on the Penal
Code, Securities Industry Act
and Anti-Money Laundering
Act.
He began his presentation
with the amendments to the
Penal Code emphasising on
the suppression of financing of
ter rorist acts. Nik also
stressed on the issues faced by
accountants following the revisions made focusing on the
definition and risk factors involved. “The definitions given
for terrorists, terrorists acts
and terrorist proper ties are
wide. Risk involved is high
whereby you can be held liable
if there are r easonable

Nik elaborating to the participants on the issues involved in public
practice.

grounds to believe that you
have associated yourself with
a client involved in terrorism.
Establishing criminal intent is
no longer required,” explained
Nik.
He also elaborated on the
provisions for whistleblowers
stipulated under the Securities
Industr y Act. He explained
that the reforms in the Act

came in the wake of high-profile financial repor ting scandals and was largely aimed at
improving the accuracy and
reliability of corporate disclosures made pursuant to the
securities laws.
Participants were also enlightened on the initiatives
taken to curb the proliferation
of money laundering activities.
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His presentation focused on
amendments addressing the
deterrence and detection of
money launderers and improvements in the cur rent
fragmented approach to enforcement. Nik gave a clear
definition of the Act and the
steps recommended to
counter the poor record in repor ting suspicious transactions.
Deliberations also centred
on the new auditors’ independence rules and its implications. “The main objective of
the new rules is to hold audi-

tors to higher professional and
ethical standards, thereby protecting public interest,” said
Nik. He explained that the
core principle of the new standard is that every effort must
be made to eliminate all real
or perceived threats to the
auditor’s independence. He
stressed that the independence and objectivity of auditors is critical in maintaining
public and investor confidence.
Nik also delved into the developments of the liberalisation
of accountancy services detail-

ing the different agreements
and frameworks established.
He touched on the functions of
the World Trade Organisation
(WTO) and the General Agreement on Trade in Ser vices
(GATS) which provides for progressive liberalisation and due
consideration to be given for
developing countries. On the
impact liberalisation would
have on local accountancy services, Nik spoke on the direct
competition that would be
faced from foreign service providers as well as the need for
the local industry to enhance

their product quality.
Par ticipants were also informed on the need to make
changes in strategies and acquire new competencies in response to the changes in the
business environment. Among
the strategies highlighted included enhanced client screening and review processes as
well as the provision of new assurance-based services.
The talk was ver y well received and generated an active
question and answer session
among the 30-odd participants
who attended. AT

New Malaysian CPAs Now Able to Gain
Exemptions Towards ICAEW ACA
Qualification
Students and Members of the
Malaysian Institute of Certified
Public Accountants (MICPA)
who have completed the
MICPA examinations under
the new structure (introduced
in June 2002) are now able to
claim exemptions towards the
ACA Qualification of the Institute of Chartered Accountants
in England and Wales
(ICAEW).
These students/members
can gain exemption from the
whole Professional Stage examination of the ICAEW, consisting of 6 papers. To become
an ICAEW member they will
need to complete an Aptitude
Test in UK law and practice, the
Advanced Stage examination
consisting of three papers, and
three years practical work experience with an ICAEW
authorised employer, of which
there are 17 in Malaysia.
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According to YBhg Dato’
Nordin Bahar uddin, V icePresident of MICPA, “this new
arrangement provides an opportunity for young Malaysian
CPAs to attain an internationally recognised professional
business qualification in the
ICAEW’s ACA. This will not
only enhance the career mobility of Malaysian CPAs across
borders but also the quality of
professional services provided
by CPAs and ACAs to support
the development of Malaysia
into a regional investment centre.”
Since announcing these new
arrangements in September,
both the ICAEW and MICPA
have received many enquiries
from MICPA members wanting
to know what they need to do
to complete the ACA and become an ICAEW member.
The following is an outline of

the requirements and process:

Step 1: Apply for credit for the
ICAEW Professional Stage on
completion of MICPA’s new
examination structure.

Step 2: Once your eligibility for
exemptions from the Professional Stage have been verified
by the ICAEW you need to register as a student, either as
an independent student or
within a training contract with
an ICAEW authorised training
organisation.

Step 3: Apply for and pass the
Aptitude Test. Completion of
the Aptitude Test in UK standards, tax and law is an integral
part of our Professional Stage
and must be completed before
attempting the Advanced
Stage. The aptitude test will be
available in Malaysia.

Step 4: Apply for and pass the
Advanced Stage examinations. Note however that the
final exam can only be taken in
the final year of a training contract (as below). Tuition for
these exams will be available
through Sunway College in
Malaysia.
Alongside the exams you will
need to complete a three-year
training contract. You can enter into a training contract before applying for credit but this
is not a prerequisite. For students already working in an
ICAEW authorised training office it may be possible to
recognise up to one year of a
student’s work experience before entering a training contract. It would also be possible
for a student to train concurrently with both MICPA and
the ICAEW. AT
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M E M B E R S ’ U P DAT E
The following persons are now
entitled to use the word ‘Accountant’ upon their admission to the
Malaysian Institute of Accountants,
in accordance with Section 22 &
23 of the Accountants Act 1967.
CA — Chartered Accountant
AM — Associate Member

Registration of
Accountants
AS AT 3 AUGUST 2004
VICTORIA
Ashwood
Wong Kuin Tieng @ Janet
JOHOR DARUL TAKZIM
Batu Pahat
Loh Beng Lay
Johor Bahru
Chen Mi Kien
Chong Wee Kok
Han Ping Ting
Josephine Tang Siaw Wei
Tan Teck Eng
Tey Say Yong
Wong You Choo
Kluang
Kuek Swee Hock
Lee Siew Kong
Kota Tinggi
Siti Aniza Binti Juraimi
Kulai
Norafitri Binti Buradi
Yee Earn Chai
Masai
Tan Sing Hock
Muar
Tang Choon Yen
Pasir Gudang
Saim Bin Sajat
Rengam
Foo Tiang Hing
Segamat
Muhamad Salih Bin Jaapar
Skudai
Khor Chin Soon
KEDAH DARUL AMAN
Alor Setar
Chia Hooi Lee
Lim Kok Seong
Tan Chee Shion
Guar Chempedak
Low Hang Vow
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23528/CA

23214/CA
23434/CA
23428/CA
23497/CA
23427/CA
23391/CA
23242/CA
23234/CA
23238/CA
23363/CA
23486/CA
23352/CA
23365/CA
23329/CA
23402/CA
23498/CA
23212/CA
23504/CA
23331/CA

23340/CA
23228/CA
23478/CA
23202/CA

Kuala Ketil
Halikhan Bin Daulat
23451/CA
Kulim
Ang Jiin Yuing
23333/CA
Wong Mei Leng
23334/CA
KELANTAN DARUL NAIM
Kota Bharu
Rosliza Binti Sedek
23357/CA
Pasir Mas
Inasuryati Binti Awang Nik
23503/CA
Pasir Puteh
Fyzul Hafzan Bin Mohd Khadzi
23211/CA
Rantau Panjang
Huzan Bin Mohd Nor
23387/CA
MELAKA
Alor Gajah
Ahmad Tarmizi Bin Mokhtar
23447/CA
Zaleha Binti Mahat
23266/CA
Bukit Baru
Azleen Shabrina Binti Mohd Nor 23186/CA
Bukit Beruang
Chua Tee Yong
23366/CA
Bukit Katil
Tan Wae Leng
23474/CA
Young Eng Kheng
23477/CA
Jasin
Siti Zalena Binti Abdul Rahim
23479/CA
Zatul Iffah Binti Mohd Yusoh
23376/CA
Klebang Besar
Oh Eng Leong
23520/LA
Melaka
Chew Oi Yen
23395/CA
Jacyln Teo Chiang Tsyr
23170/CA
Peggy Chek Hong Kim
23475/CA
Pock Evonne
23268/CA
Tan Chiew Heng
23301/CA
NEGERI SEMBILAN DARUL KHUSUS
Rembau
Syahrina Binti Karim
23526/CA
Seremban
Alang Reza Bin Zakaria
23265/CA
Angeline Chang Siow Ling
23241/CA
An’nuur Binti Yahaya
23448/CA
Chan Choy Wah
23533/CA
Hiew Fei Shun
23513/CA
Lee Le Tan
23370/CA
Salwa Anida Binti Isa
23350/CA
Shyam Kumar A/L T. Ganaesvaran 23275/CA
PAHANG DARUL MAKMUR
Kuantan
Jocelyn Cheong Suet May
23524/CA
Lau Meng Fong
23512/CA
Yong Yit Hong
23306/CA
Zuraidah Binti Sarip
23252/CA
PERAK DARUL RIDZUAN
Ipoh
Chan Fong Fei
23542/CA
Chau Sau Lai
23204/CA
Florence Tan Lian Huay
23510/CA
Fong Pui Yoke
23429/CA
Hooi Wan See
23481/CA

Kok Wee Wen
Kong Yoke May
Loo Hui Won @ Loo Hui Lik
Ng Chee Wai
Ng Yee Lee
Ong Siew Sung
P. Mukundan A/L
P. K. Kunchu Kurup
Pushpanathan A/L Thiruvanam
Kamunting
Norhaslinda Binti Addenan
Taiping
Fong Kam Kin
Taranjit Singh A/L Fateh Singh
Ulu Kinta
Tan Wei Ling
PULAU PINANG
Ayer Itam
Lim Lay Hoon
Balik Pulau
Chang Lee Hua
Bayan Lepas
Yap Ah Chooi
Bukit Mertajam
Few Say Ling
Kumaraguru A/L Suppiah
Nyo Mooi Fang
Butterworth
Lim Ee Ling
On Jin Ming
Tan Ban Swee
Tan Ban Tatt
Kepala Batas
Ong Kok Iuen
Penang
Beh Weng Keat
Cheam Cheng Tatt
Choong Yih Mei
Hun Yann Chyn
Khoo Chuang Li
Kwang Eng Seong
Lim Keat Bee
Looi Siew Thim
Ng Paik Huang
Nurul Huda Binti Zaharol Natrar
Sek Leang Foong
Sin Chee Kwan
Tai Li Hoong
Tan Keat Keat
Tang Wei Kok
Teh Kher Sin
Yeoh Hui Oon
Perai
Yim Boon Kheng
Pulau Tikus
Roselyn Tan Bee Tee
Seberang Perai Utara
Mohd Fazli Bin Ishak
Tanjung Bungah
Ung Eng Leong

23246/CA
23523/CA
23219/CA
23200/CA
23302/CA
23490/CA
23476/LA
23330/CA
23516/CA
23450/CA
23165/CA
23485/CA

23205/CA
23314/CA
23445/CA
23337/CA
23522/CA
23406/CA
23358/CA
23229/CA
23325/CA
23499/CA
23371/CA
23389/CA
23397/CA
23514/CA
23339/CA
23517/CA
23156/LA
23341/CA
23312/CA
23343/CA
23160/CA
23342/CA
23379/CA
23215/CA
23452/CA
23323/CA
23336/CA
23335/CA
23457/CA
23344/CA
23432/CA
23231/CA
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SABAH
Kota Kinabalu
Ellidiana Binti Zailani
Siti Khalizah Binti Abd Khaleq
Voo Vun Yau
Wong Che Sie
Yee Kim Foh
Sandakan
Kwong Yee Sun
Ng Sook Ching
Tawau
Fung Hiuk Khee
Lim Yit Kiong
Song Shean Fei
SARAWAK
Kuching
Abdul Ghanie Bin Abdul Wahab
Ambrose Anak Nyusung
Annie Lau Mee Siew
Chan Thian Siang
Imelda Wong Siaw Yen
Jeremy Chee Swee Loong
Kho Ching Ping
Lai Ai Na
Liew Mee Eng
Micheal Bong Enn Chung @
Micheal Wong Enn Chung
Norlizawati Binti Sane
Ong Siok Gee
Siaw Sze Chia
Stephen Wan Chung Yin
Susanna Ting Sang Sang
Yaung Shun Shun
Miri
Pui Wan Bing
Samarahan
Liew Sze Yan
Sibu
Chua Pei Yen
Loh Jing Jing
Patricia Wong Wei Ming
Richard Wong Hoi Ming
Su Yew Ching
SELANGOR DARUL EHSAN
Ampang
Juliyana Binti Abd Rahim
Koh Zhao Meng
Ng Chai Hah
Nik Nazlini Binti Nik Hassan
Nur Azah Bte Zamhari
R.Syah Reza Fairizam Bin Khairudin
Tamilarasan A/L Karapiah
Tan Bee Chan
Tan Siew Keng
Tey Yoke Kim
Bandar Baru Bangi
Wan Mohd Iskandar Bin
Wan Ismail
Batu Caves
Lim Huey Peng
Mohd Nasharudin Bin Che Dan
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23304/CA
23232/CA
23308/CA
23163/CA
23157/CA
23338/CA
23430/CA
23299/CA
23396/CA
23544/CA

23471/CA
23495/CA
23431/CA
23508/CA
23489/CA
23553/CA
23256/CA
23172/CA
23213/CA
23543/CA
23458/CA
23368/CA
23161/CA
23554/CA
23197/CA
23230/CA
23446/CA
23463/CA
23361/CA
23332/CA
23327/CA
23328/CA
23318/CA

23292/CA
23240/CA
23178/CA
23181/CA
23209/CA
23174/CA
23423/CA
23407/CA
23169/CA
23177/CA
23493/CA

23245/CA
23461/CA

Mohd Roduan Bin Hanafi
23289/CA
Mohd Yusri Bin Jaafar
23492/CA
Robin Tan Ah Moi
23415/CA
Suhaida Binti Muhamad Zain
23250/CA
Ziah Hazmira Binti Zakaria
23470/CA
Cheras
Janet Lim Ching Yee
23288/CA
Jenjarum
Lim Chin Team
23538/CA
Kajang
Abd Razak Bin Abd Rahman
23257/CA
Chua Siew Lien
23322/CA
Poon Lai Kit
23164/CA
Voon Pei Har
23392/CA
Klang
Chandra Ganesh A/L Thamby Rajah 23502/CA
Che Zainon @ Che Zainuddin B. 23297/CA
Che Soff
Chew Lay Hoon
23436/CA
Chia Woon Sen
23208/CA
Chu Pang Tun
23449/CA
Gwee Chin Eng
23307/CA
Huang Kok Yeong
23179/CA
Izlin Idayu Binti Musa
23176/CA
Koh Mui Yen
23435/CA
Koo Kian Ming
23223/CA
Law Chin Keong
23380/CA
Lee Chiang Shing
23199/CA
Lim Yee Lee
23291/CA
Loh Siew Cheng
23551/CA
Mohd Hasri Bin Haron
23183/CA
Ng Bee Hong
23349/CA
Raha Bt Abdul Malek
23444/CA
Tan Yee Lu
23276/CA
Wong Ping Tarng
23222/CA
Wong Wei Ching
23556/CA
Zairul Nisha Bin Omar
23191/CA
Petaling Jaya
Adelene Low Pui Kuan
23518/CA
Anisah Binti Ahmad Ghazi
23472/CA
Chai Loong Yen
23184/CA
Chan Yau Pin
23194/CA
Cheng Lee Chin
23539/CA
Chew Cheng Leong
23465/CA
Chia Yean Yean
23281/CA
Chin Tze Wei
23171/CA
Chong Ee Kim
23364/CA
Chor Chung Heong
23279/CA
Chow E-Va
23401/CA
Chow Kuo Seng
23385/CA
Eve Teh Theng Lynn
23460/CA
Fong Peng Fai
23408/CA
Fong Yin How
23254/CA
Genie Lee Ee Lin
23182/CA
Gunaisveran A/L Subramaniam 23180/CA
Hirmazali Bin Abdul Samad
23529/CA
Hon Eu Mei @ Han Eu Mei
23381/CA
Huzairah Binti Annuar
23193/CA
Koay Lin Yu
23527/CA
Koh Sze Haw
23386/CA
Lai Kian Hing
23433/CA

Lam Foong Kei
Lee Choong San
Lee Ewe Boon
Lee Fuey Jyue
Lee Soo Yee
Lee Tien Choy
Lim Siong Ngee
Lim Sze Jim
Loo Saw Hua
Mazidah Binti Mohamad
Mohd Fazaruddin Bin Kamaludin
Mok Kuan Wei
Muarafah Binti Mukri
Pua Shiau Lin
Shaharuddin Bin Abdullah
Shuan Tan Teong Loon
Siau Chui Chin
Sujatha A/P Kularatnam
Tan See Ling
Teo Swee Chua
Wong Yoke Mei
Yong Wei Ling
Port Klang
Alena Tan Siew Peng
Maya Zura Binti Jumat
Mohammad Hafiz Bin Saparani
Rosnah Binti Jaafor
Puchong
Chan Siew Chin
Chan Wai Fun
Cheah You Ming
Cheng Hui Eng
Choong Pek Ngan
Hamamilin Bin Hamdan
Lee Ai Yin
Leong Hung Mei
Tai Tze Ling
Teoh Kek Pin
Wong Lai Kween
Rawang
Azlena Binti Jamil
Nik Suraini Binti Nik Ibrahim
Zakri Bin Kamaludin
Sekinchan
Chai Ai Lim
Seri Kembangan
Chacko A/L Kunjuvaru
Chan Fu Yek
Mohd Hazrul B. Che Rahim
Rathimalar A/P Kanneappan
Tai Lee Hoong
Tan Cher Li
Yee Sing Fong
Shah Alam
Al-Kadri Bin Al Zahir
Asraf Noor Bin Jamaluddin
Chen Hian Sin
Chen Ket Sir
Fazalena Binti Mohamad Ali
Khoo Eng Choo
Mad Saidi Bin Mad Saad

23226/CA
23464/CA
23535/CA
23263/CA
23267/CA
23417/CA
23388/CA
23419/CA
23248/CA
23487/CA
23239/CA
23218/CA
23227/CA
23483/CA
23362/CA
23262/CA
23277/CA
23309/CA
23441/CA
23404/CA
23421/CA
23236/CA
23552/CA
23409/CA
23175/CA
23555/CA
23348/CA
23537/CA
23390/CA
23185/CA
23316/CA
23294/CA
23425/CA
23541/CA
23411/CA
23412/CA
23426/CA
23467/CA
23394/CA
23393/CA
23313/CA
23373/CA
23418/CA
23320/CA
23367/CA
23443/CA
23424/CA
23293/CA
23454/CA
23374/CA
23283/CA
23286/CA
23438/CA
23235/CA
23530/CA
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Ng Boon Heng
23274/CA
Noorul Diana Binti Nordin
23453/CA
P’ng Aun Kee
23203/CA
Rosmiah Binti Selamat
23280/CA
Rozian Binti Salam @ Yusof
23259/CA
Siti Norisah Binti Sallip
23317/CA
Tai Bee Keow
23210/CA
Tay Rey Geok
23272/CA
Yap Eng Hong
23505/CA
Subang Jaya
Chan Jen Jing
23384/CA
Choong Aik Von
23353/CA
Koh Cheng Mun
23501/CA
Koo Pei Suan
23440/CA
Lee Hao Zhong
23282/CA
Leong Soon Kong
23511/CA
Liew Mei Jo
23251/CA
Ng Kim Chuan
23311/CA
Ng Lee Choe
23162/CA
Safaruddin Bin Jais
23383/CA
Steven Yeoh Chia Hui
23173/CA
Teh Yan Lee
23534/CA
Yap Hsu-Ann
23201/CA
Sungai Besar
Kee Ngeng Chiok
23491/CA
Sungai Buloh
Nazarrudin Bin Ismail
23439/CA
Yong Chee Wai
23296/CA
UEP Subang Jaya
Irene Yap Li Ping
23290/CA
TERENGGANU DARUL IMAN
Dungun
Syukri Bin Ali
23519/CA
Kuala Terengganu
Nor Azlida Binti Ghazali
23459/CA
Sabariah Binti Mohamed
23356/CA
WILAYAH PERSEKUTUAN
Kuala Lumpur
Ahmad Hasnizan Bin Mohd Nor 23377/CA
Ahmad Shukri Bin Abdul Gani
23359/CA
Alvin Yu Toh Woon
23372/CA
Anna Katrina Binti Abdul Kadir
23360/CA
Aswin Rianganand A/L Cham Ras 23540/CA
@ Che Kok
Bartho Francis Joseph Van Otterdyk 23159/CA
Bhupendar Singh A/L Sewa Singh 23466/CA
Chai Win Chia
23221/CA
Chan Mun Chee
23545/CA
Chan Yoke Fung
23303/CA
Cheong Weng Cheong
23206/CA
Cheong Yee Kiong
23347/CA
Cheong Yeng Yeng
23244/CA
Chin Chow Yin
23285/CA
Choe Kah Hoe
23410/CA
Chong Kok Leong
23455/CA
Chua Huan Kun @ Chua Wuan Chin 23188/CA
Dang Cheong Min
23456/CA
Elvin Eng Hon Pinn
23462/CA
Everlyn Tan Sze Sze
23398/CA
Fo Wai Lan
23500/CA
Foong Pik Yee
23237/CA
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Foong Wai Meng
Goh Ai Ping
Goh Bee Khian
Hew Nyok Fah
Hing Sok Guak
Ho Choon Yew
Ishana Binti Che Ismail
Ji Lee Yun
Kamila Binti Abu Bakar
Karen Phang May Ling
Kho Pooi Leng
Khoo Mei Ling
Koh Foong Lin
Koh Kar Guan
Koh Leh Kien
Kong Feck Keat
Kumara Devi A/P Subramaniam
Lai Wong Chung
Lam Sook Fun
Lau Luan Eng @ Lau Pin Cheng
Lau Su Chean
Lee Chee Mun
Lee Jia Bee
Lee Li San
Lee L ynn Lin
Lee May Yee
Lee Vun Tat
Lian Tian Kwee
Lim Chin Peek
Lim Kim Lian
Lim Pui Boon @ Leng Pui Boon
Lim Siow Fai
Lim Yuh Huah
Ling Yoke Peng
Loo Chiew Beh
Manimaran A/L Narayanasamy
Mashura Binti Mohamad Shah
Mohamad Shukri Bin Ishak
Mohd Tahir Bin Ahmad Zawawi
Nah Soon Keong
Ng Chee Young
Ng Kah Wai
Ng Si Yik
Ng Wei Yue
Nigel Lee Boon Hui
Normazura Binti Berahim
Norsalzarina Binti Abdul Salam
Norsiah Binti Mohamad
Phillips Tan
Raja Ta’ayah Binti Raja Musa
Ratha A/P Rengganathan
Ruzli Bin Saidin
Sevaraman S/O Sasidaran
Shafiq Bin Abdul Jabbar
Sin Wei Peng
Soo Hui Ling
Sujata A/P Suntharalingam
Surentheran A/L M.Kanagalingam
Tan Chee Wah
Tan Siew Yoke
Tan Yoke Tun

23546/CA
23249/CA
23196/CA
23264/CA
23207/CA
23287/CA
23253/CA
23375/CA
23482/CA
23273/CA
23442/CA
23315/CA
23480/CA
23195/CA
23198/CA
23548/CA
23536/CA
23247/CA
23378/CA
23420/CA
23416/CA
23305/CA
23258/CA
23278/CA
23217/CA
23532/CA
23166/CA
23224/CA
23255/CA
23321/CA
23295/CA
23413/CA
23326/CA
23437/CA
23155/CA
23298/CA
23346/CA
23190/CA
23261/CA
23233/CA
23354/CA
23422/CA
23509/CA
23403/CA
23355/CA
23319/CA
23414/CA
23469/CA
23515/CA
23310/CA
23550/CA
23158/CA
23271/CA
23405/CA
23400/CA
23351/CA
23549/CA
23192/CA
23506/CA
23547/CA
23189/CA

Tanya Lee Shien-Yi
23260/CA
Thiang Thai Wei
23187/CA
Toh Lee Cheng
23345/CA
Wong Beng Chiew
23324/CA
Wong Fook How
23494/CA
Wong Kat Hoong
23525/CA
Wong Mun Chong
23468/CA
Wong Ngar Theng
23473/CA
Wong Nyet Peing
23507/CA
Wong Yia Chin
23521/CA
Yap Kim Fah
23496/CA
Yap Lai Yee
23531/CA
Yap Lee Teng
23225/CA
Yap Soon Kim
23399/CA
Yeoh Teow Lin
23300/CA
Yeow Siew Ling
23220/CA
Yong Yew Chyn
23243/CA
Yusnilawati Binti Yusoff
23168/CA
Labuan
Liaw Hen Kyun @ Alex Liaw
23269/CA
Putrajaya
Azunan Bin Daud
23270/CA
SINGAPORE
Chung Seang Ghee
23484/CA
Kwan Sok Kum
23369/CA
Lee Chia Sin
23382/CA
Ling Mee Guong
23167/CA
Tay Bee Eng
23284/CA
SOCIALIST REPUBLIC OF VIETNAM
Lao Cai Province
Robin Hii Sieu Hieng
23488/CA
UNITED KINGDOM
London
Teoh Kiat Heoh
23216/CA

Readmission of
Accountants
AS AT 3 AUGUST 2004
Sim Nyen Fatt
Lee Chee Keong
Dato’ Mohamed Khader Merican
Ganesan A/L Sundaraj
Yeo Ah Seet
Ibrahim Bin Mohd Said
Wong Sau Yee
Thomas Kong Thau Khiong
Yoon Hin Yeow
Chung Kok Peng
Tan Swee Keat
George Roy Winston
Yong Pow Chow (Paul)
Joyce Vasudevan
Zakaria Bin Jaffar
Saw Say Pin
Ong Boon Yeong
Ng Im Kieng
Kong Wai Hien
Fatimah Ithnin

1573
2628
2870
4193
4777
5789
6095
6469
6902
7077
7271
7476
9105
9235
9408
9526
10098
10229
10956
11162
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Members’ Update

Ahmed Tarmidzi Bin Madian
Khoo Gee Thiam
Au Cheen Hoe
Ahmad Raphaie Bin Bachok
@ Abdul Aziz
Wong Kai Cheong
Hii Shiu Yih
Lai Sow Siang
Razali Bin Salim
Toh Lay Perk
Mohd Zuhairi Bin Abdul Majid
Amran Idris

12475
14698
15512
16539
16617
16693
17438
19131
19403
19405
19455

648
802
3060
4755
6800
7808
8433
11343
11444
12036
13463
13517
14539
15738
16676
19243
19390
19567
20806

Non-Audit Firms
Registered with MIA
FROM 1 TO 30 SEPTEMBER 2004
NF NO

EH Ooi & Co.
116, Lorong Desa Budiman 3
Taman Desa Budiman
08100 Sungai Lalang
Tel: 04-458 5116 Fax: 04-458 5116
e-mail: enghan75@hotmail.com

0576

Johari & Co
No 13 (Atas), Jalan Shahab 3
Komplek Shahab Perdana
05150 Alor Star
Tel: 04-734 7177 Fax: 04-734 7177
e-mail: johari@smartlab.com

0564

68

0563

e-mail: beongtan@hotmail.com
PERAK DARUL RIDZUAN
Shamsudin Mat Nor & Associates
28 Persiaran 6
Taman Jerlun
33000 Kuala Kangsar

0572

PULAU PINANG

AS AT 30 JUNE 2004

NON-AUDIT FIRM’S NAME
KEDAH DARUL AMAN

Tan Lim & Associates
B4, No 1-6, Jalan Rahmat 3
Taman Malim Jaya
75250 Melaka
Tel: 06-336 9798 Fax: 06-336 9931

WILAYAH PERSEKUTUAN

Tel: 019-555 2041

Resignation of
Accountants
Foo Yoke Ching
Choong Poh Lai
Henry Alfred James Baker
Har Cheong Onn
Low Geok Beng
Wong Puo Ing Teresa
Rita Wong Sui Meng
Chee Lai Yuet
Lau Chin Kwang
Cheah Szu Ying
Lee Thau Ken
Erik Lee Tatt Meng
Wan Chiew Wah
Winnie Boey Mei Lin
Zulkifli Bin Paimin
Lai Chui Keng
Chong Ki Woi
Mohammad Saharudin Bin Omar
Zarina Binti Mohamad Razali

MELAKA

Keoh & Tan
0567
2-6-32A (Suite 3), Harbour Trade Centre
2, Gat Lebuh Macallum
10300 Penang
Tel: 04-262 3935 Fax: 04-261 3609
SABAH
Siau & Associates
3rd Floor, Lot 10
Block E, Sinsuran
88000 Kota Kinabalu
Tel: 088-263 896 Fax: 088-263 896

0569

EY & Associates
0575
Level 23A, Menara Milenium
Jalan Damanlela, Pusat Bandar Damansara
50490 Kuala Lumpur
Tel: 03-2087 7000 Fax: 03-2095 5332
HL Wong & Co
0574
No. 24-5-2 Jalan 4/50, Diamond Square
Off Jalan Gombak, 53000 Kuala Lumpur
Tel: 03-4022 2591 Fax: 03-4022 5009
e-mail: ahlimwong@yahoo.com
Jef frey & Co
No. 79-1, Jalan 2/27F
Pusat Bandar Wangsa Maju (KLSC)
53300 Kuala Lumpur
Tel: 03-4149 9515 Fax: 03-4143 5585
Lim Teow Chuan Business
Management & Consultancy
10-2, Jalan 8/62-A, Bandar Menjalara
Kepong, 52200 Kuala Lumpur

0577

0568

Tel: 03-6275 6348 Fax: 03-6275 7684
e-mail: ltcmgmt@myjaring.net

Audit Firms
Registered with MIA

e-mail: syskc@tm.net.my
SELANGOR DARUL EHSAN

FROM 1 TO 30 SEPTEMBER 2004

Chang & Co.
No. 1, 2nd Floor, Pt. 173
Seksyen 4, Jalan Batang Kali
44300 Hulu Yam Bharu
Tel: 03-6075 1378 Fax: 03-6075 2378
e-mail: jhchang@time.net.my

0570

Lam Chin Chuan & Co
70b-2B, Jalan Pandan Cahaya 2/5
Taman Pandan Cahaya
68000 Ampang
Tel: 03-4270 7586 Fax: 03-4270 6549
e-mail: lam268@time.net.my

0571

AUDIT FIRM’S NAME

AF NO

JOHOR DARUL TAKZIM
Su Sin & Co.
38A-1, Jalan Orchard Heights 1
Taman Orchard Heights
83000 Batu Pahat
Tel: 07-438 5559 Fax: 07-431 9559

1557

NEGERI SEMBILAN DARUL KHUSUS

Rezdwan & Co.
0565
No. 210, 2nd Floor, Jalan Batu Unjur 7
Taman Bayu Perdana
41200 Klang
Tel: 03-3324 7490/1 Fax: 03-3324 7493
e-mail: rezdwan@rhid.com.my
Saha & Associates
No. 3A, Jalan PSK 7
Pusat Perdagangan Seri Kembangan
43300 Seri Kembangan
e-mail: sahadev1@lycos.com

0573

Sani Hashim & Co
34-1, Jalan Indah 2/8
Taman Universiti Indah
43300 Seri Kembangan
Tel: 03-8945 6531 Fax: 03-8948 9893

0566

Ismail & Associates
No. 5.1, Betaria Business Centre
Jalan Dato’ Siamang Gagap
70100 Seremban
Tel: 06-767 7531 Fax: 06-763 6039

1561

e-mail: eastmile@tm.net.my
SELANGOR DARUL EHSAN
Sahir & Sundar
1560
Suite 13A12, Level 13A, Block A
Damansara Intan, No. 1, Jalan SS 20/27
47400 Petaling Jaya
Tel: 03-7725 5279 Fax: 03-7726 1027
e-mail: sarumugam@pd.jaring.my
WILAYAH PERSEKUTUAN
Lesmond Lee & Co.
No. 8-3A, Jalan Pandan 3/2
Pandan Jaya, 55100 Kuala Lumpur
Tel: 03-9200 3282 Fax: 03-9200 8286
e-mail: lesmond@tm.net.my

1559
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E D U CAT I O N

The Management Centre
INTERNATIONAL ISLAMIC UNIVERSITY MALAYSIA

T

he IIUM Management Centre,
is part of the Faculty of Economics and Management Sciences, International Islamic University Malaysia. It
began operations in 1993 by offering training courses to both the public and IIUM
staf f. It provides executive education,
consultancy, training and conducts research
based on a foundation of Islamic values and
ethics. It aims at developing the professional
skills of Muslim and Non-Muslim executives through executive education.
The Centre’s objective is to prepare business leaders for the new millennium. In the

try. There is also a good mix of international
and local teaching staff, which gives the
programmes an international flavour. Overall,
the students of these programmes are from
various professional backgrounds — engineers, bankers, lawyers, HR practitioners and
IT professionals from organisations such as
Petronas, Nestle, Shell, EON, Matsushita,
Sapura, Maybank, Ernst and Young,
MINDEF and many others.
In addition to the two executive
programmes, the Centre also provides inhouse training and consultancy services to
Malaysian corporations. Consultants from

international and local students (both Muslim and
non-Muslim) and staff. We
believe, we have one of the top MBA
programmes in the country. In the past, we
have had top performers from both Muslim and non-Muslim students. Not everybody who applies gets in (which says something about the quality). The programme
covers 14 subjects and a project. Priced
competitively, the programme is real value
for money. In the past, research papers arising from projects having won awards at
major national conferences and have been

process of keeping pace with rapid growth
in the field of management development,
the Centre is committed to the teaching of
management as a balanced and holistic
value system that will improve effectiveness and emphasise ethical and socially
responsible management practices.
Situated in the beautiful Gombak campus,
just off the KL-Karak Highway, it has excellent teaching facilities and academic staff. The
Centre offers two executive programmes
namely the Master of Business Administration (MBA) and the Master of Management (MMGT). The teaching faculty for the
programmes are sourced from among the fulltime lecturers of the Economics Faculty with
Doctoral degrees and relevant experience in
their respective areas. Most have also been
involved in consultancy work with the indus-

the Management Centre have conducted
training programmes for the Securities
Commission, Bank Negara Malaysia, Employees Provident Fund (EPF), Renong
Bhd, Harlow’s Malaysia, Bank Indonesia,
Brunei Civil Ser vice Institute and several
other government agencies.
The Centre and the International Islamic
University is often wrongly perceived by
the public as a religious institution by nonMuslim Malaysians. This is far from the
truth as the university has nine faculties
including Law, Architecture, Medicine, and
Engineering. It has a vibrant international
faculty and staff and the university encourages all Malaysians (including non-Muslims) and foreigners to study at IIUM.
The MBA programme is of a particularly
high standard, enriched by interaction with

published in international and local journals. It is notable that several of our alumni
hold various senior positions in industr y.
The MBA is especially suitable for Accountants who wish to broaden their management knowledge, after having completed professional training. The MBA
specialisation in Finance is especially useful for those who intend to advance to a
career in the financial services industry
including asset and portfolio management.
Our unique specialisation in Islamic Banking and Finance also provides a strong
foundation for advancement into the globally exploding Islamic Finance sector. AT
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For more information, please
visit www.iiu.edu.my/mc or e-mail
mgmtcenter@iiu.edu.my.
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A C C O U N TA N T S ’ C O R N E R

… Counting on Humour
Get into Heaven
Saint Peter starts asking him all the usual questions
required to get into heaven. The accountant, it seems, has repeatedly helped
people cheat on their taxes and
embezzle funds. Finally, in exasperation, St. Peter asks, “Well,
have you ever done anything good,
anything totally unselfish and altruistic in your entire life?” “Well,”
says the accountant, “Once I saw
this pretty lady being beaten up and about to be raped
by a bunch of bikers. So I yelled “Hey jerks, why don’t
you pick on somebody your
own size and I then kicked
all their hogs over, all six of
‘em, and took off running.
They forgot about her for a
second and she managed to
You lecture the neighbourhood kids
run also”.”
selling lemonade on ways to improve
Saint Peter asks, “I’m
their processes.
looking through the book of
You get all excited it’s Saturday so you
your life, and I don’t see this
incident recorded. When
can wear casual clothes to work.
did it occur?”
You refer to the tomatoes in your garThe accountant replies,
den as deliverables.
“About five minutes ago.”

Top ten signs you work in
Public Accounting
10

9

8

7

You find you really need PowerPoint
to explain what you do for a living.

6

You normally eat out of vending machines and at the most expensive restaurant in town within the same week.

5

You wear grey to work instead of navy
blue to make a bold fashion statement.

4

You know the people at the airport
and hotel better than your next door
neighbours.

3

You ask your friends to “think out of the
box” when making Friday night plans.

2

You think Einstein would have been
more effective had he put his ideas
into a matrix.

1

You think a “half-day” means leaving
at 5 o’clock. If it’s Friday, forget it!
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Blame Me
An accountant spends a
week at his new office with
the accountant he is replacing. On the last day the
departing accountant tells
him that he has left two
envelopes in the desk
drawer and that the envelope numbered 1 should
be opened if he encounters
any sort of crisis in the job.
If a further crisis occurs he
should open the envelope
numbered 2.
Three months down the
track there is a major
drama, all the accounts are
wrong — you know what
it’s like — and the accoun-

Newton’s Laws of Accounting
1 For ever y accountant, there is an

equal and opposite accountant.
2 Both of them are wrong.

tant feels very threatened by it all. He remembers the parting words of his predecessor and
finds and opens the first envelope. The message
inside says, “Blame me.” He does this and gets
off the hook.
Three months later there is another crisis and
he opens the second envelope. The message
says, “Write two envelopes”.

The Genie
An accountant is
walking along the
beach when
he finds an old
lamp. He picks
it up and rubs
it and suddenly a genie
appears.
The genie says,
“I am the most
powerful genie that ever existed. I have done wonderful things in my time and I can grant you your
dearest wish. But only one wish.”
The accountant is a deeply caring person. He
pulls out a map of the Mediterranean and says,
“My dearest wish is that you solve the Middle East
problem”.
The genie strokes his beard and looks worried. “Oh dear, that’s a bottler. Those people have
been fighting each other for centuries. Everybody
has tried to solve that problem without success. I’m
not sure I can do any better. You’d better have another wish.”
“All right,” says the accountant. “The Tax Office have asked me to redesign the Business Activity Statement so that everyone can understand it.
Can you help me with that?”
There is a long silence. Finally the genie says,
“Let’s have a look at that map again.” AT
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