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Whistleblowers: Heroes or Villains?
To many people whistleblowing is a repulsive act. Is the
whistleblower a hero or a villain? A hero to some and a
villain to others. In fact, a whistleblower stands on two
diametrical ends of the spectrum and more often than
not walks the lonely path of a no man’s land.
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letters to the editor

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

contribution of articles

Accountants Today welcomes original and previously unpublished contributions which are of interest to accountants, business leaders, executives and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

E D I T O R ’ S  N O T E

AT

Membership Subscription Payment
Dear MIA members,
There has never been a more opportune moment to renew your Membership and Practising Certificate, as well as making your
kind contributions to MAREF. For the first time ever, members of the Institute can make these payments using all major credit
cards via Maybank2u internet banking facilities (www.maybank2u.com.my). Members may also use the internet banking facilities
provided by RHB Bank (www.rhbbank.com.my). However for RHB Bank, payment through credit card is only made available
to RHB Credit Cardholders.  Alternatively, you may also make your payment over the counter or at any Maybank ATMs. However,
when using this method, members are required to provide the Institute with the transaction slip/banking record BY THE NEXT
WORKING DAY. Failure to meet this requirement will cause a delay in updating members’ records. For further enquiries, please
contact the MIA Finance Department at 03-2279 9200 or e-mail at finance@mia.org.my

Accountants need to contemplate on ethics.
To be or not to be ethical, that is the question
The last few years have seen many large corporations failing in a dramatic fashion. Corporations such as
WorldCom, Enron and Parmalat are some of the big names which dominated the headlines. And when
such news hit the headlines, critics were prompt to ask: “Where were the accountants?”

The implicit assumption is that ‘accountants’ might somehow have been able to prevent these collapses.
Or, at least they should have alerted the outside world in advance about what was likely to happen. But is
it fair to expect that, whenever a company fails and the shareholders lose their money? Should the accoun-
tant be held responsible for the entire loss?

Now the public knows. On the inside, corporate CEOs, CFOs and controllers were channelling corpo-
rate assets and manipulating accounting records in order to enrich themselves. From the outside, inde-
pendent auditors were signing off on what has been euphemistically called accounting irregularities.

The question is no longer where were  the accountants, but where were the whistleblowers.
In this month’s cover story we feature an article, “Whistleblowers: Heroes or Villains?”. It takes a look at

the role of an accountant as a whistleblower. The article stresses that strong internal control systems safe-
guard assets and help ensure reliability of financial
records. These controls cannot prevent all fraud, but
coupled with independent internal auditors, they can
help reduce material abuses of corporate behaviour.

Principled accountants may be the best solution to
preventing CEOs from treating companies like their personal property. Reporting irregularities to the
board of directors and the auditors should be the rule rather than the exception.

Internal and external auditors must regain their independence, reporting to and interfacing with all
members of the board of directors and the audit panel. They should view the board as the audit client, not
corporate management.

The current tide of corporate fraud is not yet ebbing, but with the commitment of ethical accountants,
the public may eventually regain their confidence, knowing that the bean counters are on the job.

Editor
Accountants Today

“The question is no longer where were the

accountants, but where were the whistleblowers.”
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Canada’s KPMG
Foundation
establishes
Faculty Fellowship
in Accounting
The KPMG Foundation,
Canada, announced the estab-
lishment of the KPMG Faculty
Fellowship in Accounting at
Queen’s School of Business,
with a pledge of $250,000 and an
additional donation of $50,000.

“KPMG is proud to establish
the first Fellowship in Account-
ing at Queen’s,” says William
A. MacKinnon, CEO of KPMG
Canada. “We have many excep-
tional employees who are
graduates of the Queen’s Com-
merce program, including
more than a dozen partners, so
it is very fitting that we support
the School by ensuring that tal-
ented professors are there for
future generations.”

As part of the fellowship, the
firm recognised the strong rela-
tionship between KPMG and
Queen’s including the leadership
of KPMG Inc. Vice-Chairman,
Doug McIntosh, who is also the
Chairman of the Queen’s School
of Business Advisory Board and
a Queen’s Commerce alumnus,
also supported the initiative with
the donation of $50,000.

During Doug’s five years as
Chair, two new MBA programs
were launched and the Univer-
sity completed a fundraising
campaign that raised $262 mil-
lion, including $20 million for a
new building for Queen’s
School of Business.

Larry Murray, Chairperson
of the KPMG Foundation,
Canada, outlined the rationale
for awarding this first Fellow-
ship in Accounting to Queen’s
School of Business.

“The KPMG Fellowship will
support accounting research of

I N T E R N A T I O N A L  N E W S

WORLD news

AT

Survey of Top 50 UK Accountancy Firms
Following drops in fee income since the ac-
counting abuses at Enron and WorldCom, this
year’s Accountancy Age Top 50 league table
shows that turnover is rising at the UK’s big-
gest firms.

From static revenues of £6.3bn in 2004, the
combined income of the Top 50 firms in the
UK this year jumped a little over six per cent
to £6.7bn.

Accountancy Age’s Top 50 is the most re-
spected league table ranking the UK’s top ac-
countancy firms, compiled in June each year.

PricewaterhouseCoopers LLP leads the
table with UK income fee of £1.57bn for the
year ended 30 June 2004. With 757 partners
in the UK, the firm posted a four per cent
growth in income
fees.

Next comes
Deloitte with income
fee of £1.35bn, an
eight per cent
growth from the year
before. The firm is
trailed by KPMG
LLP (£1.07bn).

Growth among the
UK’s biggest accoun-
tancy firms is being inhibited by an inability
to recruit the right staff, according to the Ac-
countancy Age Top 50 league table.

The industry may have breathed a sigh of
relief on the news that an increase in revenues
has propelled the sector out of the doldrums.
At £6.7bn, combined fee income is up more
than six per cent on last year.

But as demand for qualified staff reaches
an all-time high, an extremely tight recruit-
ment market is leaving many firms struggling
to fill vacancies, the report says.

Last year, 82 per cent of Top 50 firms said
they intended to take on more staff and 70 per
cent touted plans to increase partner numbers.
In reality, 40 per cent of firms have reduced
headcounts, and almost two thirds have either
the same number of, or fewer, partners.

Average staff attrition rates currently 18 per
cent across all staff and 26 per cent among

newly qualifieds illustrate the extent to which
firms are competing not only with each other,
but increasingly with large businesses.

Kristin Watson of the education and train-
ing department of the ICAEW, said the tight
recruitment market was driving demand
among investment banks and other City insti-
tutions to train accountants themselves, rather
than poach staff from practice.

Firms are also having to be increasingly cre-
ative in the way they appeal to potential new
recruits. KPMG is investing in online selec-
tion tools from HR consultancy Cubiks to help
reduce the recruitment headache.

Keith Dugdale, KPMG’s director of national
recruitment and resourcing, said online person-

ality profiling had
slashed recruitment
times by around 40
per cent. “Previously,
we lost out to other
Big Four firms be-
cause our recruit-
ment processes were
too slow. In a grow-
ing market that is in-
creasingly competi-
tive, we’ve been able

to recruit far more effectively and quickly.”
Albert Ellis, chief executive of recruitment

firm Harvey Nash, said full employment meant
firms needed to develop their brands. “If people
have multiple offers, then brand is king. A com-
pany that looks after its people, rewards staff
well and has a good reputation, will succeed.”

Meanwhile, the revelation that just four per
cent of partners in the Top 50 come from eth-
nic minorities coincided with a call to action
for senior executives to tackle the issue of ra-
cial diversity.

Chairman of Race for Opportunity, Allan
Leighton said: “Developing business practice
that addresses race is a no-brainer. The ethnic
minority population in the UK has an annual
disposable income spending power of £32bn.
Cater effectively to this sector and you will see
rewards.”

AccountancyAge.com

“If people have multiple offers, then

brand is king. A company that looks

after its people, rewards staff well

and has a good reputation, will

succeed.”
Albert Ellis, Chief Executive, Harvey Nash
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World News

the highest calibre within the
School,” says Mr. Murray. “While
Queen’s Commerce students will
benefit from this original research,
so too will the business commu-
nity as a whole. KPMG is commit-
ted to advancing accounting skills
and practices throughout the in-
dustry and we are proud to have
our name associated with Queen’s
School of Business and their out-
standing accounting faculty.”

The KPMG Faculty Fellow-
ship in Accounting will continue
in perpetuity, with the annual
interest earned directed to pro-
viding research funding to a fac-
ulty member — the “Fellow” —
who is appointed for three years
with the opportunity to renew.

Queen’s School of Business
(business.queensu.ca) is one of
the world’s premier business
schools. MBA programmes in-
clude: Queen’s MBA for Sci-
ence & Technology, ranked
most recently by BusinessWeek
magazine as the No. 1 MBA in
the world outside the US.

CNW

Candle acquires
Parker Bridge
White collar recruitment com-
pany Candle Australia will ac-
quire Parker Bridge Australia
and create a new recruitment
division specialising in the ac-
counting area.

The purchase price is ex-
pected to be around $4.3 mil-
lion, with incentives for over
achievement of agreed profit
targets, reports AAP.

Established in 1998, Parker
Bridge Australia has 42 staff re-
cruiting for specialist fields across
the greater Sydney region.

Candle Australia managing
director, Robert Collins said the
acquisition will allow Candle to
offer senior accounting recruit-
ment services for which Parker
Bridge Australia is renowned,

capitalising on a growth area
with significant potential.

“The accounting market is as
pervasive as the information,
communications and technology
(ICT) market; every company
requires accountancy services of
one form or another,” said
Collins, according to the report.
“It’s a natural progression for us
to expand into this area as a sig-
nificant new line of business.”

The acquisition will be
funded by a combination of
cash and scrip, and will be earn-
ings per share positive in the
first year. As with previous ac-
quisitions, Candle Australia will
pay a deposit up front. However
most of the consideration will
be linked to profit performance
over a two-year period.

In addition to its accountancy
recruitment services in Sydney,
Parker Bridge Australia has two
other business lines — an office
support team which will fold
into Candle Australia’s Alliance
Recruitment brand adding extra
capacity, and a senior ICT team
which will enhance and
grow Candle’s existing ICT spe-
cialist business, Technology Co-
sourcing Solutions (TCS).

“Not only are we establishing
a new profitable business line,
we are acquiring new clients,
new markets, and most impor-
tantly, some of the best recruit-
ment talent in the business.

“With our strong cash flows
and low debt levels, we are con-
fident we can continue this suc-
cess and expand into new lines
of business and locations within
the Australian and New Zealand
markets,” said Collins.

(AAP)

Government red tape
tops British small
business concerns
According to latest research by

accounting software supplier,
MYOB, Government red tape
is the primary concern of small
business entrepreneurs in the
UK, reports small business por-
tal Bytestart.co.uk.

In a survey of small busi-
nesses, 45 per cent of respon-
dents cited this as their primary
business concern with interest
rates (25 per cent) and the state
of the economy (25 per cent) also
featuring strongly. The concern
over red tape also increases as
the business grows with 56 per
cent of businesses with 11 to 20
employees citing it as their pri-
mary worry compared to 43 per
cent of sole traders.

In investigating the business
concerns and resources of Brit-
ish small businesses, the sur-
vey uncovered how entrepre-
neurs make their strategic
business decisions and where
they need most help.

According to the report, the
survey clearly showed the im-
portant role accountants play in
giving strategic business advice
to small businesses. A good 48
per cent of respondents said
they turned to their accountant
for strategic business advice, al-
though the survey also showed
that women are more likely to
turn to their friends and family
for advice (63 per cent) than
men (47 per cent).

However, sole traders valued
their own opinion over others
(58 per cent). When seeking
external help, sales and mar-
keting (45 per cent) and busi-
ness strategy (25 per cent)
topped the list of requirements.

The Bytestart report on the
survey also says the results
showed that less than half of
small businesses feel completely
in control of their business fi-
nances with the smallest compa-
nies having the loosest grip.

In fact three per cent admit-
ted that their finances were

completely out of control.
Routine financial administra-
tion is also occupying a signifi-
cant amount of entrepreneurs’
time. 45 per cent of small busi-
nesses spend between one and
three hours per week doing
routine financial administra-
tion, 19 per cent spend between
three to eight hours a week and
five per cent lose an entire
working day to the task.

Simon Smith, General Man-
ager of MYOB UK, said,
“These results show that the
burden of red tape is a serious
concern for small businesses.

Accountants have an increas-
ingly important role to play in
giving advice to small busi-
nesses. With so many small busi-
nesses struggling with financial
management, accountants are
well placed to be advising their
clients on best practice for
achieving financial control. This
is crucially important as busi-
nesses that fail to achieve this are
far more prone to failure.”

Bytestart.co.uk

Accounting and
Ethics — Poverty in
Africa and Corporate
Governance
As world leaders met in
Gleneagles, Scotland, in July to
discuss proposals to address
poverty in Africa, questions were
raised by many about account-
ability by African states and com-
panies doing business in Africa.

John Snow, US Secretary of
the Treasury, addressed the
Council on Foreign Relations
about proposals for debt relief
and financial aid to Africa, re-
ports AccountingWeb.com.

The online report says Snow
said that he believed the long-
term solution to poverty was
sustained growth. But, he con-
cluded, “you’ve got to be able to

AT

AT

AT
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trust the books. If you can’t trust
the books, you don’t get inves-
tors. If you don’t have confidence
in the people running the enter-
prise that they’re looking out for
your interests rather than their
own interests, it makes you re-
luctant to want to invest, so get-
ting corporate governance right
will be important.”

What are accountants doing to
assist Africa and other areas to
address the challenges implied
in Snow’s blunt remarks? Rob
Outram, writing on the G8 for
the Edinburgh Evening News,
says” A combination of accoun-
tants from donor countries and
a strengthened accounting pro-
fession in the developing nations
can help to underpin the validity
of the “audit trail” and ensure
that it’s clear that the money is
going where it should.”

According to the ar ticle,
Outram reports “the Institute of
Chartered Accountants of Scot-
land has been involved in helping
to build and develop financial
skills and institutions around the
world for many years now. Many
of these projects have taken place
in former Soviet countries, such
as Russia, Kazakhstan and Arme-
nia, and also in Bangladesh, Tan-
zania and Uganda.”

In June, KPMG’s Global
Sustainability Services group
published its International Sur-
vey of Corporate Responsibility
Reporting — 2005. The report
included the following findings:
� A dramatic change has been in
the type of Corporate Responsi-
bility (CR) reporting which has
changed from purely environ-
mental reporting up until 1999 to
sustainability (social, environ-
mental and economic) reporting.
� Almost two-thirds of CR re-
ports include a section on cor-
porate governance, although
most reports lack specifics on
how CR is structured and infor-
mation on how governance poli-

cies are implemented within the
organisation.
� Social topics are discussed by
almost two-thirds of the compa-
nies, generally, in one or most
of four areas; core labour stan-
dards, working conditions, com-
munity involvement and philan-
thropy. While the majority of
companies express their com-
mitment to these issues, report-
ing per formance remains
sketchy, possibly due to the lack
of clear social indicators.”

AccountingWeb.com

A Simple Solution
for Tax Filing Woes
in India
After railway bookings, bank-
ing and stock trades, India’s up-
coming generation has de-
ployed computerised systems
even in managing serpentine
temple entry queues.

Similar attempts to make in-
come tax filing convenient for
India’s millions of citizens suf-
fered until now due to the com-
plexities of the task, according
to an ar ticle found at www.
pressbox.co.uk.

The ar ticle, carr ying the
Mumbai stamp, says the do-it-
yourself guide is now made
available for the first time to
India’s vast number of citizens
spread over huge territories.

This development can ease
the process of income tax re-
turn preparation, whether on a
computer or on paper, giving
one back the complete control
on the activity that he or she
would seek, affirms representa-
tives of Celerity Consultants,
Mumbai, the book’s publishers.

J. Srinivas who lives in East
Godavari district of Andhra
Pradesh State agrees. With this
self-help, he has unearthed a
grave error he has been com-
mitting for the last four years

in spite of a local consultant.
India’s tax filing deadline is at

end of July except for large busi-
nesses. Employers have by now
handed over tax deduction certifi-
cates to a total of almost 40 mil-
lion of its employee tax payers.

According to the article, citi-
zens do not worry much for
the salar y income, although
stories of gross employers’
mistakes also abound.

Life becomes difficult when it
comes to dealing with property
income and transactions, invest-
ment trades and income for
most. Citizens also need to be
mindful of a plethora of available
benefits having different names-
exemptions, deductions, rebates
and reliefs — each having dis-
tinct prescribed preconditions.

How to File Your Income Tax
Return with Due Attention and
Care? by Shiv N. Majumdar, a
Char tered Accountant in
Mumbai, offers an easy rem-
edy for this situation.

The book is in the nature of
a Personal Manual, and is tar-
geted to people who are laymen
but have decided to take con-
trol of their income tax man-
agement. The law has now be-
come simple, but the process
still requires some care.

The People’s Bank
of China issues its
first anti-money
laundering report
The People’s Bank of China re-
leased the “2004 China Anti-money
Laundering Report” in Caijing
Magazine on 11 July. It is the first
report of this kind promulgated
by the People’s Bank of China,
reports People’s Daily Online.

Compared with the anti-money
laundering report released by the
State Administration of Foreign
Exchange in 2003, the individual
large-denomination foreign ex-

change that have flowed into
China’s mainland are US$3,956
million, increasing by nearly one
third over 2003.

Some insiders say within these
foreign exchanges that have
flowed into China, there is some
arbitrage idle money speculating
on the RMB revaluation they ex-
pect, as well as some illegal funds
on money laundering transac-
tions in China.

In the light of this, supervision
has been tightened in the coun-
try, the report says. 2004 China
Anti-money Laundering Report is
the first report of this kind issued
by the People’s Bank of China af-
ter it established China Anti-
money Laundering Supervising
& Analysing Centre.

The State Administration of
Foreign Exchange used to be
responsible for this mission.
The joining of the central bank
reflects the increasing impor-
tance that the Chinese govern-
ment has attached to the ef-
forts on anti-money laundering.

According to the report, last
year the large-value foreign ex-
change that has been taken into
China’s mainland by individuals
reached US$3.956 billion, and
US$964 million has flowed out.

The net in-flow amount is
US$2.992 billion. The in-flowing
amount is over three times the
out-flowing amount. The main
sources and destinations of
cross-border large-value foreign
exchange transactions are the
US, the Hong Kong Special Ad-
ministrative Region (HKSAR),
China’s Taiwan, Japan and the
Republic of Korea (ROK).

By the end of 2004, the
People’s Bank of China and the
State Administration of Foreign
Exchange cooperated with the
public security department to
break down 50 cases of money
laundering, involving RMB 570
million and US$447 million.

People’s Daily Online

World News

AT

AT

AT
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Whistleblowers
HEROES OR VILLAINS?

All Cover Stories by Eddie Lee

To many people whistleblowing is a repulsive act. Is the
whistleblower a hero or a villain? A hero to some and a
villain to others. In fact, a whistleblower stands on two

diametrical ends of the spectrum and more often than not
walks the lonely path of a no man’s land.
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Whistleblowers: Heroes or Villains?

Until the Enron saga unfolded,
whistleblowing always had an
uncomplimentary slant. In
today’s post Enron and

Sherron Watkins, whistleblowing is viewed
more favourably. But whistleblowers still
find themselves stigmatised as disloyal em-
ployees who create trouble for their
employers. Only now are perceptions begin-
ning to change, as whistleblowing is now
viewed as an accountability and risk man-
agement tool that can be used to safeguard
the interest of the company and the public.

Often ostracised, maligned and criticised,
a whistleblower’s act is seen like a betrayal
of trust akin to biting the hand that feeds
you. It is not surprising therefore that ex-
perience has shown that whistleblowers find
themselves isolated from their colleagues
and management, sacked, demoted, sued
or otherwise victimised, usually for breach
of confidence or for defamation.

But the wonderous and courageous acts
of the whistleblower help to unear th
Pandora’s box, cobwebs hidden in the cup-
boards, expose corruption, lay open de-
bauchery and other transgressions which
otherwise would remain hidden from the
public eye.

A whistleblower is defined as someone
who discloses significant acts of corrup-
tion, waste, fraud, mismanagement or
abuse of authority in contravention of the
country’s laws or regulations in either the
public or private sector. Hence whistle-
blowing legislations are intended to
address public disquiet, preserve market
confidence and concerns. While it upholds
moral, ethical practices and professional-
ism, it also seeks to perform well within a
competitive environment.

To blow a whistle, undoubtedly, requires
extraordinar y courage. The whistle-
blower’s dilemma is two-fold: he risks his
job and career prospects through his ac-
tions, and he is engaging in what most
people would deem slanderous and dam-
aging activities. But besides these issues
there is a personal uncertainty for the
whistleblower, since he himself may ques-
tion the purity of his motives.

He may want to be a hero (some
whistleblowers have become public celeb-
rities), or possibly he is failing in his own
capacity and wants to divert attention from

his own failings. How then can a person be
assured that his actions stem from moral
integrity? On the other hand, if he contin-
ues to play a function in his company he is
aiding and condoning immoral behaviour
by his silence.

In this age of transparency and account-
ability, you would not expect whistleblow-
ing but unfortunately it still lurks. Bribery,
the bending of safety rules and other un-
lawful acts are hard to detect without the
help of whistleblowers, as they are, by na-
ture, conducted surreptitiously.

“That is why it is necessary to protect
those providing confidential information.
Few will share such information when the
risk of being exposed is high,” says Heng
Ji Keng, partner of Monteiro & Heng.

Whistleblowers are often maligned as

the system is generally biased against
those who simply want to do what’s proper.
A case in point is Irene Fernandez who
exposed the shoddy treatment of detain-
ees in detention camps. But for every cel-
ebrated whistleblower, there are hundreds
who remain in the shadows. And for good
Samaritans who get to spill the beans, the
price they pay can be exorbitant.

Often the whistleblower is painted to be
the bad guy. A good example is the fum-
bling of South Korea’s Financial Supervi-
sory Service (FSS), a regulatory body over-
seeing the country’s financial stability in
handling a whistleblower. A man providing
the agency with secret information on a
credit card company in September last year
— disclosing that overdue payments were
being conver ted into loans without
cardholders’ consent in order to under re-
port its credit delinquency rate — lost his
job because the agency disclosed his iden-
tity to his employer. It reflects blatant fail-
ure of rightful authority to protect infor-
mants on corporate and market misdeeds.
Most authorities cannot rely on official data

alone to rein in competitive market play-
ers and to discharge its duties, which is to
ensure the prudence of financial institu-
tions, protect their clients and maintain
order in the market — faithfully.

Many employees who witness the
wrongdoings of their colleagues or higher
ups are loath to speak out, as the risk of
recrimination is high. In the US, Congress
quickly passed the Corporate and Crimi-
nal Fraud Accountability Act after the
Enron debacle. It protects corporate
whistleblowers against retaliation by their
company.

Back home the authorities have come to
terms with the reality of protecting
whistleblowers. Two new laws are now in
force to protect those who sound the
whistle. Whistleblowing provisions are

included in the amended Securities Indus-
try Act, 1983 — making it mandatory for
auditors and key officers to report corpo-
rate misdeeds to the authorities. The Wit-
ness Protection Bill accords legal protec-
tion to whistleblowers as prosecution wit-
nesses, preventing them from being
sacked or having to face punitive action by
their employers.

These new laws will allow company of-
ficers, auditors and even employees to blow
the whistle on corrupt, dishonest and
fraudulent corporate activities without fear
of reprisal. The new laws would establish
whistleblowing as a “strategic tool” to pre-
vent white collar crimes and improve the
standards of corporate governance in Ma-
laysia, the former Second Finance
Minister, Datuk Dr. Jamaludin Jarjis said
at the opening of the regional conference
of the Malaysian Association of the
Institute of Chartered Secretaries and Ad-
ministrators (MAICSA) in Kuala Lumpur
in September 2003.

The laws and a change of mindset are
required to encourage whistleblowing but

“In this age of transparency and accountability, you would

not expect whistleblowing but unfortunately it still lurks.

Bribery, the bending of safety rules and other unlawful acts

are hard to detect without the help of whistleblowers,

as they are, by nature, conducted surreptitiously.”
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it is a difficult task. In Asian so-
cieties where ‘loyalty’ is a par-
ticularly strong trait, the
whistleblower will naturally face
a dilemma between acting in the
public interest and a sense of
loyalty to management and
colleagues.

Speaking at the same func-
tion, Dato’ Zarinah Anwar, the
Deputy Chief Executive, Secu-
rities Commission said it was
crucial that this sense of loyalty
and respect for authority do not
overshadow the more basic val-
ues of what is right and wrong.
“We must work to reinforce ac-
ceptance that loyalty to employ-
ers stop when public harm be-
comes an issue. The employee
has a higher responsibility, an
ethical and moral duty to soci-
ety to report an immoral act by
an employer,” she said.

“You may have all the best
measures to prevent corruption
and unethical practices, but the
crucial question is: will the au-
thorities act against a top-rank-
ing Cabinet member, well-con-
nected firm or prominent ty-
coon suspected of fraud or cor-
ruption,” asks an accountant
who prefers to remain anony-
mous.

Echoing the same senti-
ments, Chartered Accountant,
Radha Vengadasalam says, “We
have hundreds of legislation
and these have not brought any
better governance. In Malaysia,
the whistleblower will be
ostracised by the business com-
munity and will find it difficult
to get a job. “Here in this coun-
try the syndrome, ‘you scratch
my back and I will scratch
yours’ prevails,” he says suc-
cinctly.

To protect the whistleblower
against any recrimination, he
suggests that apar t from
shrouding it in secrecy, the
whistleblower should be
guaranteed ‘salary’ for say five

years from the date he
whistleblows to protect his liv-
ing and source of income. “The
government can pay this and re-
cover the monies from the of-
fending party,” he says.

On ways to encourage people
to blow the whistle, which is an
effective method in the West to
repor t on a company’s mis-
deeds, he says only Enron has
been a good example. There
have been other cases where
the whistleblower has been
victimised. “A good way is to
have examples of how the au-
thorities can protect the
whistleblowers,” says Radha.

For example he noted that in
Malaysia many professional
firms over bill on fees by fiddling
on time charges and out of
pocket expenses. In the US, a
firm has been investigated and
fined. He questions why in Ma-
laysia no such investigations
take place. “Those who work in
professional firms will tell you
that this is common but no one
has done anything about it,” he
asserts.

One of the avenues to restore
confidence back to the market,
is to blacklist the manipulators
and make them relinquish con-
trol of the company they have
manipulated.

Blacklisting aside, compa-
nies must take the cue to cre-
ate a conducive environment
for employees to snitch on mis-
deeds. “It is important that com-
panies demonstrate their
legitimatisation of whistleblow-
ing in the workplace by estab-
lishing structures and systems
that facilitate the reporting of
wrongdoing,” said Dato’
Zarinah Anwar during a speech
at the Regional Conference on
Agenda for the 21st Century —
Revitalising the Corporation two
years ago.

Among such avenues include
developing internal grievance

Whistleblowers: Heroes or Villains?

“We must work to reinforce acceptance that

loyalty to employers stop when public harm

becomes an issue. The employee has a higher

responsibility, an ethical and moral duty to soci-

ety to report an immoral act by an employer.”
Dato’ Zarinah Anwar, Deputy Chief Executive, Securities Commission

“These new laws will allow company officers,

auditors and even employees to blow the whistle on

corrupt, dishonest and fraudulent corporate activi-

ties without fear of reprisal. The new laws would

establish whistleblowing as a “strategic tool” to

prevent white collar crimes and improve the stan-

dards of corporate governance in Malaysia.”
Datuk Dr. Jamaludin Jarjis, former Second Finance Minister
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To Blow or Not to Blow …

“We have hundreds of

legislation and these have not

brought any better governance.

In Malaysia, the whistleblower

will be ostracised by the

business community and will

find it difficult to get a job. Here

in this country the syndrome,

‘you scratch my back and I will

scratch yours’ prevails.”

Radha Vengadasalam, Chartered Accountant

In the 1944 film, To Have and Have
Not, Lauren Bacall asked Humphrey
Bogart, “You know how to whistle,
don’t you, Steve? You just put your

lips together and blow.” That’s how she de-
scribed whistling to Humphrey Bogart.

Whistling is easy but blowing the whistle
in business is not that easy. It requires
extraordinary courage and the recrimina-
tions that follow such selfless acts can some-
times bring down lesser mortals. Reprisals,
ostracism, humiliation, demotion and even
sacking stare in the
face of those who
dare to snitch.

Whist leblowers
can play an impor-
tant role in the moni-
toring of govern-
ment agencies and
companies. The
presence of whistle-
blowers brings about
a credible threat of
discovery and pros-
ecution to those who
are guilty of crime,
civil of fences (in-
cluding negligence,
breach of contract, etc), miscarriage of jus-
tice, danger to health and safety or the en-
vironment and the cover up of any of these.

Take the case of Jeffrey Wigand for ex-
ample. The former Vice-President for the
Brown and Williamson Tobacco Company
helped the Food & Drug Administration
(FDA) get evidence that cigarettes were
drug deliver y devices. But he lost a
US$300,000 a year job and the prospect of
ever being hired again as a high-level re-
searcher. His marriage ended, and he was
reportedly dogged by tobacco industry de-
tectives and sued by Brown and
Williamson. He ended up teaching high

school science for an annual US$30,000.
Japanese transpor t worker Hiroaki

Kushioka was just 28 when he decided to
blow the whistle on an industry price-fixing
cartel. That decision, he says, ruined his
chances of promotion and set the stage for
decades of harassment by management.

Relatives of the US soldier who sounded
the alarm about the abuse of Iraqi detain-
ees at Abu Ghraib prison said the family
was living in protective custody because of
death threats against them. Reservist mili-

tary police officer
Staf f Sgt. Joseph
Darby alerted US
Army investigators
about the abuse by
fellow soldiers of
prisoners at Abu
Ghraib prison near
Baghdad, a move
his wife says has
angered people in
their community in
western Maryland.

Whistleblowers
have also been in-
strumental in bring-
ing to light cases

where companies or government bodies have
been complicit in endangering public health
by compromising nuclear safety, health stan-
dards and environmental guidelines.

In shor t, a healthy culture of
whistleblowing is an essential building block
of civil society. But whistleblowers often face
an uphill, seemingly insurmountable task, in
bringing their concerns to public light.

What motivates a person to blow the
whistle? Perhaps the carrot is money that
some organisations and governments
promise whistleblowers. It could be per-
haps revenge, ethics, moral duty, and civic
consciousness. Having made that momen-

TO Blow OR

NOT TO Blow…

procedures, encouraging and rewarding use
of these procedures, appointing senior ex-
ecutives to be responsible for investigating
and reporting wrongdoing and imposing pu-
nitive sanctions for wrongdoing. Disciplinary
procedures mandate that harassing or
victimising a whistleblower is considered a
serious misconduct that will subject the per-
petrator to disciplinary proceedings.

“Very few employers are willing to do so,
and this is not surprising, since whistle-
blowers rarely bear good tidings for a
company’s share price. Yet in the end, the
whistleblowers save their companies far
more than they cost,” noted Dato’ Zarinah
Anwar.

In conclusion, whistleblowers are re-
sponsible people who have the courage to

do as their conscience dictates. Despite
facing huge risks of reprisal and some-
times endangering their lives and their
families, they have the for titude and
strength to stand up against the transgres-
sions and their perpetrators.

Securities laws have been amended al-
lowing auditors and key officers dealing
with the company’s financial reports who
snitch be afforded protection against any
retaliation arising out of their action. But
the challenge for the government is to
create the conditions where all who wish
to, can become actively involved, can un-
derstand and participate, can influence,
persuade, campaign and whistleblow. AT

“… blowing the whistle in

business is not that easy. It

requires extraordinary courage

and the recriminations that

follow such selfless acts can

sometimes bring down lesser

mortals. Reprisals, ostracism,

humiliation, demotion and even

sacking stare in the face of

those who dare to snitch.”
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tous decision, the question is will you be
comfortable with your decision in the fu-
ture. Do you have evidence of clearly ille-
gal or unethical acts? Or are you unethi-
cally just ‘naming names’ of those with
whom you simply disagree?

The downside is that there are risks too
— losing your job, unresponsive agencies
who may not protect you, the emotional and
mental cost to you and your family, friends
may ostracise you, and of course, retaliation.

Whistleblowing carries serious reper-
cussions and you must be mentally strong

to withstand the onslaught of recrimina-
tion. And after weighing the pros and cons,
if you still decide to blow the whistle, here
are things to do:

Remain strong
If you are considering engaging in a form

of whistleblowing, consider seeing a lawyer
first to learn about what protections you
might have against retaliation.
Whistleblower protections are often far less
extensive than you would think. It could be

risky for you to assume that you will be pro-
tected against retaliation. If you are not sure,
consider seeing a lawyer and learning what
protections might apply in your specific
situation. Unfortunately, for some types of
whistleblowing there may not be any mean-
ingful protection against retaliation.

Stay safe
By trusting selected others, you will avail

yourself to people who will help you look
out for yourself and your loved ones. Don’t
take unnecessary risks. Be careful who you

trust, and keep the number small.
Get all the evidence you can. Keep a log

in a bound book, ensuring no pages can be
added or removed. Document everything
applicable and regularly. Keep it in a safe
place. Get copies of everything incriminat-
ing you can. The weight of evidence and
totality of the record will matter a great deal.

Think ahead
Prepare an ‘escape plan’ should you need

to get out of the situation quickly and safely.

To Blow or Not to Blow …

“… a healthy culture of whistleblowing is an essential building block

of civil society. But whistleblowers often face an uphill, seemingly

insurmountable task, in bringing their concerns to public light.”

Remove all but essential material from your
office, without it appearing obvious. Of
what’s left, decide what you must remove
and what you can leave behind. Mentally
practice ‘escaping.’

Seize the initiative
Choose the time and place to announce

your position. If resigning, include a brief let-
ter generally describing your reasons. Deliver
it in person, along with an unbiased witness.

Maintain the high ground
Don’t depreciate your position and cause

by acting immaturely. Avoid screaming and
petty behaviour. Having consulted a law-
yer and mental health professional, you’ll
be better able to do so. People who have

the whistleblown on them are, in fact, ‘con
men’ hoping to instil confidence in their
marks. They want us to trust them.
Whistleblowers expose con men, turning
them into what they should be: convicts.

There are many great achievements in
histor y that are almost always accom-
plished by the courageous. Whistleblow-
ers are courageous people who act to pro-
tect others. Whistleblowing in essence, in
the end, comes down to courage: to have
or have not. AT
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E C O N O M Y

THE ART OF

Economic Prediction
by Saravanan Ramasamy

Forecasting is the art of saying what will happen, and

then explaining why it didn’t. — Anonymous — Mankind has always been
preoccupied with the pre-
diction of the future and
this dates back to the

dawn of civilisation. Indeed, histor y
abounds with countless examples of how
fortune-tellers and prophets of doom fore-
told the fate of great individuals and even
the fall of mighty empires. In contrast, eco-
nomic forecasting is much less ambitious
and more restricted to conditional state-
ments about the future based on specific
assumptions. On a broader context, eco-
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The Art of Economic Prediction

series forecasting models. These models
can produce reasonably accurate projec-
tions for economic time series in the near
term although they are often not suited for
forecasting for at the medium and long-
term time horizons. Furthermore, time-
series models do not generally make use
of the rich body of the economic theory
and thereby ignore the extraneous infor-
mation that is usually available to the fore-
caster. Even so, time series models are
popularly used for forecasting GDP, al-
though they are often subjectively adjusted
by ‘qualitative methods’.

Leading indicators
Leading indicators are largely used to

provide early warnings of recession and
recovery. By design, the leading indica-
tors are designed for the prediction of the
timing of an event. Notwithstanding their
ability to presage economic activity, lead-
ing indicators have been criticised as be-
ing ‘atheoretical’ because they are not de-
rived from any economic theory. Forward-
looking leading indicators are anticipation
surveys that gather views from producers
and consumers. On the local front, the
Malaysian Institute of Economic Research
(MIER) launched such a survey in the
second quarter of 1987. Called the Busi-
ness Conditions Survey, it is carried out
every quarter covering a sample size of
750 firms across 11 manufacturing indus-
tries in Malaysia, with the primary objec-
tive of seeking information and views on
trends of output activities, inventories and
finished goods, selling and production
price expectation, etc. From the results
obtained from the survey, an index called
the Business Conditions Index (BCI) is
generated. The index has a demarcation
level of 100 points, which indicates that a
reading of 100 points and above denotes
expansionary situation while anything
less than 100 reflects contractionary ten-
dencies. Together with the Consumer
Sentiments Index (CSI), derived from
another survey conducted by MIER on
consumer attitudes and expectations,
both indices are then incorporated into a
short-term economic outlook, with BCI
denoting the supply side and the CSI rep-
resenting the demand side of the
economy.

nomics in general is a social science that
attempts to explain obser ved human
behaviour. This makes the discipline vul-
nerable to measurement problems, not to
mention harsh criticisms levelled against
the field as a result of this phenomenon.

Economic prognosticators are often
compared to weather forecasters — they
both have to predict in a rapidly changing
environment, and both invariably get their
forecast wrong. But at least the weather-
man knows that the day will be either
sunny or rainy while economists some-
times do not even know how the economy
will fare. This often leads to the question
of why economists bother to forecast at all?
Well, the eminent econometrician Clive
Granger has attempted to provide an an-
swer to the above question. He offered the
following example to illustrate the point
that cost of making a negative error is of-
ten very different from that of positive er-
ror. Consider the consequences of arriv-
ing at the airport 10 minutes late for a flight
and those being 10 minutes early. Thus,
economic forecast should be evaluated in
terms of the quality of the decisions that
result from them and not by measure of
the average size of forecast er rors.
Though, fairly intuitive, this view has yet
to be fully embraced by the business com-
munity at large.

Having said this, the following section
attempts to highlight some of the statisti-
cal forecasting methods that are commonly
used. Amongst the statistical forecasting
methods, three main approaches stand out:
time series models, leading indicators and
econometrics models.

Time Series
A time series is a set of observations on

the values that a variable takes at different
times. Such data may be collected at regu-
lar time intervals, such as daily (e.g. stock
prices), weekly (e.g. money supply fig-
ures), monthly (e.g. unemployment rate),
quarterly (e.g. GDP) or annually (e.g. gov-
ernment budgets). Essentially, time series
models predict the future observations of
target variable from its recent past. Expo-
nential smoothing methods,
autoregressive integrated moving average
(ARIMA) models and vector auto regres-
sion (VAR) models are examples of time AT

1

2

Econometrics models
Econometrics modelling is an amalgam

of economic theory, mathematical econom-
ics and statistics, mainly interested in the
empirical verification of an economic
theory. In econometrics modelling, the
modeller is often faced with observational
as opposed to experimental data, which are
generated as a result of controlled experi-
ments. Thus, the econometrician, like the
meteorologist, generally depends on data
that cannot be controlled directly. Once the
data has been collected, the
econometrician is faced with a challenge
of choosing a theory (model) that fits the
data. For example, Milton Friedman has
developed a model of consumption, called
the permanent income hypothesis. Robert
Hall has also developed a model of con-
sumption called the life-cycle permanent in-
come hypothesis. Could one or both of these
models fit the data? How then does one
choose among competing models or hy-
potheses? Here is the advice given by Clive
Granger:

“I would like to suggest that in future,
when you are presented with a new piece
of theory of empirical model, you ask these
questions:

What purpose does it have? What eco-
nomic decision does it help with?

Is there any evidence being presented
that allows me to evaluate its quality
compared to alternative theories or
models?

I think attention to such questions will
strengthen economic research and discus-
sion.”

Econometric modelling seeks to mimic
the workings of the economy in its full com-
plexity. As such, their development re-
quires considerable skill and time. For this
and other reasons, large econometric mod-
els often fall out of favour amongst many
businesses.

Economic forecasting is a challenging
endeavour and is best viewed as conditional
and subjective judgments formed with the
aid of statistical modelling tools. In practice,
most professional forecasts employ a com-
bination of the above approaches. Like it or
not, economic forecasting is not an exact
science. Instead, one can aptly call it the art
of economic prediction.
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HOW RELEVANT ARE OUR

Accounting Numbers?
by Muhd Kamil Ibrahim

Some quarters believe that historical cost financial statements have lost their value relevance
over time. Numerous professional articles claim that the shift from an industrialised economy

to a high-tech, service-oriented economy has rendered traditional financial statements less
relevant for assessing shareholder value. Many accounting papers have investigated the em-

pirical relationship between stock market values and particular accounting numbers over the
last decade. However, most of the studies have focused on the Western and developed countries.

This paper summarises the findings related to value relevance research in Malaysia.

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

The Balance Sheet Numbers
In a study conducted in 2003, we (Muhd

Kamil et al., 2003a) examined whether in-
vestors take into consideration the bal-
ance sheet numbers when determining
the market value of companies. Specifi-
cally, we investigated the association be-
tween the book value of equity and the
value placed on the firm by the stock mar-
ket. An equity valuation model based on
the balance sheet identity was used to per-
mit assets and liabilities to have separate
empirical coefficient values. Generally,
this model controls the cross-sectional
variations in accounting policies in ac-
counting numbers and af fects the
company’s market value by the book value
of assets and liabilities. The scope of this
study included the Malaysian Main Board
companies from year 1990 to 1997. The
findings were consistent with the notion
that the market incorporates the informa-
tion on accounting numbers in the balance
sheet in the valuation of a firm, and con-
tributes further evidence (in this case
from Malaysia) to existing findings about
the investor decision-usefulness of re-
ported balance sheet numbers.
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How Relevant are our Accounting Numbers?

Accounting for Goodwill
The fair value accounting value relevance

literature also addresses questions relating
to non-financial intangible assets. One of the
most popular researches is to test whether
historical costs related to goodwill (pur-
chased and non-purchased goodwill) devel-
oped intangible assets to reflect the intan-
gible assets’ values. The findings show that
available estimates of intangible asset val-
ues reliably reflect the values of the assets
as assessed by investors. Further, the esti-
mates have a significantly positive relation-
ship with share price.

Most of the prior studies were concerned
with accounting for goodwill for the firms op-
erating in the developed countries. In another
study, we (Muhd Kamil et al., 2003b) exam-
ined whether the situation was similar for
firms operating in Malaysia. Specifically, the
study sought to investigate empirically the as-
sociation between goodwill accounting num-
bers and market values and to describe the
relationship between purchased goodwill and
other assets for the firms operating in devel-
oping countries. In essence, the modified bal-
ance sheet model was able to substantiate the
concerns expressed over goodwill accounting
during recent detailed discussions by provid-
ing evidence that purchased goodwill is an im-
portant determinant of market value. These
results are consistent with the overall findings
by McCarthy and Schneider (1995), Jennings
et al (1996) and Muhd Kamil et al. (1999),
which state that goodwill numbers are of value
relevance to investors. Nevertheless, our
analysis also confirms that goodwill is an as-
set of considerable magnitude and is valued
at least equal to other assets. Also, our results
indicate that investors do use information in
the balance sheet.

Extraordinary Items and
Income Smoothing

Through Wan Adibah et al. (2003) we in-
corporated two issues in our study related to
value relevance of accounting numbers and
the implementation of new accounting stan-
dards. We examined issues related to the re-
porting of extraordinary items in financial
statements of Malaysian companies. The first
issue concerned the change of accounting
standards on extraordinary items, which has
limited the scope of this item. It was found
that there were significant changes on the in-

cidence of reported extraordinary items dur-
ing the period after the adoption of the new
standard. The findings supported the argu-
ments that the new standard on extraordinary
items had consequently abolished the items
from financial statements. This paper
hypothesises that extraordinary items classi-
fication choice is a means used by companies
to smooth income. Two types of statistical
tests performed have confirmed the proposi-
tion that the disclosure of extraordinary items
is subject to this type of manipulation during
the period before the adoption of the new stan-
dard. Although it has been proven that the
broad definition of extraordinary items allows
companies to manipulate income, evidence
gathered from univariate regressions demon-
strate that extraordinary items are value-rel-
evant for investors in valuing a firm’s equity.
Thus, investors took into account the extraor-
dinary items even though it is disclosed ‘be-
low the line’.

We (Khairul Anuar et al., 2003a) extended
further Wan Adibah et al.’s (2003) study by
looking at the market perception of income
smoothing practices in Malaysia. Basically,
this study examines the relationship be-
tween income smoothing practices and
firms’ value in Malaysia. This research also
studied the effect of firms’ size on the ten-
dency to smooth income. The sample com-
prised 200 companies listed in the Kuala
Lumpur Stock Exchange during the period
1993-1999. The results indicated that in-
come smoothing was present although its
percentage is low. The univariate test found
that smaller firms have a greater tendency
to smooth income rather than larger firms.
Then, an Ordinary Least Square (OLS) re-
gression was conducted on a modified in-
come statement model. The consistent re-
sults obtained signify that the valuations of
firms are more dependent on the magnitude
of earnings rather than the earnings stream.

Predicting Financial Health
We (Khairul Anuar et al., 2004) also exam-

ined the value relevance of accounting num-
bers in predicting the financial health of dis-
tressed firms in Malaysia. Thirty-six dis-
tressed firms and 72 healthy firms listed on
the Kuala Lumpur Stock Exchange (KLSE)
during the period 1998-2000 were used as a
sample for this research. The primary find-
ing shows that some of the accounting ratios

have predictive ability in forecasting the finan-
cial health of Malaysian firms. This result also
proves that the book value of assets is a value
relevant item for both distressed and healthy
firms. The earnings figure is value relevant
only for healthy firms. The incremental ex-
planatory power of book value of assets was
found to be significant and greater compared
to the incremental explanatory power of earn-
ings for distressed firms, while the opposite
is true for healthy firms. This study also found
that the significant level of coefficient of earn-
ings for both distressed and healthy firms re-
main consistent even after controlling the
earnings sign. Further evidence gathered
from univariate regressions demonstrate that
the market is more sensitive to negative earn-
ings in the case of distressed firms compared
to healthy firms.

Conclusion
This article examined the association be-

tween the book value of equity and the value
placed on the firm by the stock market in
Malaysia based on the premise that a primary
focus of financial statements is equity invest-
ment. The primary purpose for conducting
tests of value relevance is to extend our knowl-
edge regarding the relevance and reliability
of accounting numbers as reflected in equity
values. The value relevance research assesses
how well accounting numbers reflect informa-
tion used by equity investors. Further, given
the regulatory changes now under way in
Malaysia, the findings of these researches
should be important for those involved in the
setting and monitoring of standards, as rel-
evance and reliability are the two primary cri-
teria in accounting conceptual framework.
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B U S I N E S S  &  A C C O U N T I N G

CSR AND Consumers
  by Tay Kay Luan

Corporate Social Responsibility is about what businesses do and how their actions impact
the environment and society at large. The intent of business therefore is not just about

creating wealth alone but doing it responsibly. Public concern and consumer opinions can
influence business performance and this can translate to the company’s bottom line.

Many companies acknowledge and recognise that CSR can be at the heart of the
corporate governance agenda. Doing and reporting CSR performance are simply not

enough. How companies walk and communicate CSR
actions to customers and shareholders are vital. It speaks
a lot about its reputation, brand, as do their products and
services. Ultimately, it will affect customers.
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CSR and Consumers

Indeed, in a recent Edelman Asia Pa-
cific survey, 82 per cent of senior ex-
ecutives look for five key character-
istics in forming their opinions about

corporations: management/leadership,
brand or product quality, profitability, corpo-
rate image and active promotion/advertis-
ing. Although, consumers may treat corpo-
rate citizenship as the least cited driver, it is
interesting to note that the two top factors
for ‘good, responsible’ were ‘provides top-
quality products/services/brands’ and ‘man-
agement/leadership’ to address issues re-
lated to those products or services or brands.

It is clear that for the majority of the cus-
tomers, offering top quality products are im-
portant when deciding a socially responsible
corporation. While this may slightly differ
from the western experiences, where cus-
tomers demand more responsible behaviour
from companies, consumers in the Asian
countries are nonetheless important stake-
holders in the entire CSR value chain.

In a survey conducted in Canada, for ex-
ample, five and a half million Canadians are
actively involved in boycotting goods and
services for reasons not related to price or
quality; 57 per cent of Canadians say that
companies should engage in corporate so-
cial responsibility even if it means higher
prices; 72 per cent say they are more likely
to buy goods and services from companies
that commit to social and community con-
cerns; and 52 per cent think that a key dif-
ferentiating factor for a company is social
responsibility. In the same survey, stake-
holders are now expecting enhanced trans-
parency, greater involvement in solving so-
cial issues, and improved ethical behaviour
from companies, such as ethical conduct
and environmental responsibility. Such
behavioural trends are likely to be repli-
cated here, as societal expectations be-
come more sophisticated and demanding.

For companies, consumers are most
definitely the ultimate buyer of goods and
services, where their needs should be ful-
filled. As societies become more affluent,
and education levels continue to rise, con-
sumers are becoming more aware of how
companies behave and they have higher
expectations of good corporate behaviour,
and as such this may influence their pur-
chasing decisions. While, consumers do
not question the profit motive of corpora-

tions, they do believe in the tangible ben-
efits of the goods and services they buy.

Driving and shaping consumer awareness
is made possible through availability of cheap
software that enable thousands of consum-
ers to go online and to share experiences and
knowledge of what’s going on in the con-
sumer world. Round-the-clock globe news
communicated by the media and the Internet
enable good as well as bad news to travel fast
— and this information eventually moulds
public opinion (and they are the ultimate con-
sumers!). Through the media and the
Internet, pressure groups can capture the
public’s attention in hours or days and force
businesses, especially retailers, to effect
change throughout their supply chains.

Consumers today are also demanding
more than the tangible benefits, the new
breed of consumers want to be empowered
and given the choice of brands they wish to

identify. These people are also hunting for
products to reflect their personal lifestyles
and environmentally friendly and ethical
products are at the forefront of this trend.
Issues such as global warming, poverty and
corporate ethics are talking points.

Hence, the process for change in con-
sumer patterns is rapid. The new consum-
ers are getting smarter, vocal and individu-
alistic. In response, many companies now
adopt a more responsible and ethical ap-
proach to product design and services.
CSR in other words, may be capturing the
hearts and minds of this vocal and ethical
consumers, who will make up greater num-
bers in future judging by current trends.

Ethical Consumers — A Growing Force?
Today, ethical consumers are growing in

numbers around the world. Even in the UK,
it is estimated that only two per cent of con-
sumers make purchasing decisions based
on whether the company is responsible and
good. On the plus side, such a low base also
means that there is plenty of room to grow,

especially if factors like the media and
stricter legislation drive CSR-based buying.

Typically, ethical consumers are more af-
fluent and better informed. Organic food,
environmentally friendly detergents, additive
free products, products made from recycled
products and not tested on animals etc. have
reached the local supermarket shelves. Lead-
ing companies have also invested much of
their resources in communicating and edu-
cating consumers on their supply chain prac-
tices. Starbucks, Nike and Coca Cola are
among the global companies that have com-
mitted to reporting and communicating their
social responsibilities and performance that
include working with suppliers and provid-
ing customer friendly facilities.

Large hypermarkets operating in over-
seas markets are also not spared. Being
sensitive to suppliers is one thing; these
large retailers are aware of local procure-

ment practices and their impact on local
communities. Locally, supermarket giants
such as Jusco and Tesco are committed to
sound environment management and cor-
porate responsibility practices. Indeed, the
latter has in place five broad customer prin-
ciples that include diversity of customers,
disabled customers, healthy living, nutri-
tional information and salt reduction.

Accusations of large retailers exploiting
the farmers and producers are not uncom-
mon, which is why addressing these con-
cerns by working closely with the suppli-
ers is important.

Marks & Spencer (M&S) for example, is
committed to a set of sound CSR practices
and principles, where they listen and re-
spond to the needs of their stakeholders and
for sustainable development. M & S also be-
lieve that building good relationships with
employees, suppliers and the wider society
is the best guarantee of long-term success.
Managing CSR well will allow them to iden-
tify potential risks and performance man-
agement. Most important of all, it is a means

Locally, supermarket giants such as Jusco and Tesco are

committed to sound environment management and corporate

responsibility practices. Indeed, the latter has in place five broad

customer principles that include diversity of customers, disabled

customers, healthy living, nutritional information and salt reduction.
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to differentiate themselves from their com-
petitors. M & S cannot afford to ignore cus-
tomers’ voices since nine million people in
UK shop with them every week.

The UK is one of the world’s leading mar-
kets for ethical and green consumption, and
trends indicate rapid growth. In 2002, the
Co-operative Bank’s Ethical Purchasing In-
dex valued the total UK ethical consump-
tion market at 19.86 billion pounds. This
total market value comprised three sectors:
goods and services, financial services and
‘ethical invisibles’ — defined as purchasing

decisions made in line with consumers’ prin-
ciples such as shopping locally or boycott-
ing or avoiding particular brands. The Ethi-
cal Purchasing Index showed that sales of
ethical goods and services alone grew by
43.75 per cent between 1999 and 2002, and
the value attached to consumers switching
brands for ethical reasons was estimated at
2.6 billion pounds in 2002.

The 2004 Cone Corporate Citizenship
study in Boston indicated that companies
that contribute actively to CSR can expect
to be better perceived and enjoy better
sales performance. Eighty-five per cent of
all consumers will not hesitate to switch
brand to express their disapproval. How-
ever, there are limitations to consumers’
ability to influence corporate behaviour.

Consumers can however, put pressure on
companies to change their processes. For in-
stance, the billion-dollar garments industry is
constantly under fire for its reliance on sweat-
shops. To change this status quo, the global
Clean Clothes Campaign (CCC)
(www.cleanclothes.org) harnesses consumer
power in its fight to improve working condi-
tions and to empower workers in the global
garment industry, in order to end the oppres-

sion, exploitation and abuse of workers in this
industry who are mostly women. Importantly,
CCC puts pressure on companies to take re-
sponsibility to ensure that their garments are
produced in decent working conditions.

The drive for ‘clean clothes’ has seen a num-
ber of initiatives that are calling themselves
‘ethical’, ‘alternative’ or ‘fairly produced’
springing up in the wake of the international
anti-sweatshop movement. These ethical
brands aim to meet the needs of a rising num-
ber of consumers, individual and institutional,
who are now demanding ‘clean clothes’.

Empowering the Consumer
Consumer legislation on nutritional

value and contents, environmental stan-
dards and fair trade rules are already in
place to protect consumer interests. In
complying with these standards and legis-
lation, companies are already exhibiting
good corporate behaviour. But future
trends could see even more legislation
being passed for consumer protection, and
perceptive companies that go beyond mini-
mum compliance will be ready, and won’t
face the risks and penalties for non-com-
pliance with more stringent requirements.

The British government has recently
strengthened the voice of the consumer in
a landmark move by awarding enforce-
ment powers to an independent rights cam-
paigner, Which? the group that publishes
the consumer magazine of the same name
and includes the NGO formerly known as
the Consumers’ Association. Which? is now
a ‘designated enforcer’ for Part 8 of the
UK’s 2002 Enterprise Act, which covers a
host of consumer protection laws. More
than 50 consumer-related acts and direc-
tives, including the Control of Misleading
Advertisements Regulations 1988 and the

Unfair Terms in Consumer Contracts
Regulations 1999, fall under the regulatory
powers of Part 8 enforcers.

As a designated enforcer, this consumer
protection agency can demand companies
change their practices if they fail to respect
their legal obligations towards consumers.

If Which?’s demands fail, newly obtained
legal powers can be invoked. According to
its new enforcement role, Which? can appeal
to the civil courts for “stop new orders” mea-
sures or to ask for businesses to be closed in
case of wrongful trading. Ignoring the court

order could be seen as contempt of court,
which can attract fines or imprisonment.
With the ‘designated enforcer’ title, Which?
is on par with influential public agencies such
as the Civil Aviation Authority and the Finan-
cial Services Authority.

Consumer interest and protection in Ma-
laysia are regulated and enforceable. Despite
that, there are a fair number of corporate
scandals that have left many consumers fi-
nancially broke. The number of consumer
complaints have also been on the rise over
the years. According to the National Con-
sumer Complaint Centre, 300,000 complaints
were received between the years 2003-2004.
Major complaints are related to poor quality,
direct selling, automobiles, housing, poor
services by local government and insurance.
The increase in the number of complaints
also indicates rising consumer awareness,
better access and support and willingness
among consumers to seek justice and fair-
ness. Indeed, companies cannot continue to
ignore the impact of their actions or the lack
of their social responsibilities.

Good CSR practice is also about building
trust, and once broken can backfire in terms
of future sales and negative branding. Most

CSR and Consumers
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CSR-conscious companies that operate glo-
bally like Marks and Spencer, Shell and
Sony have indicated that they sell more to
consumers if their customers trust them to
operate responsibly across the full lifecycle
of their products, services and operations.

Ethical Branding
Ethical branding and ethical labelling

can benefit businesses. In a crowded mar-
ketplace, CSR offers brand differentiation.
CSR characteristics of brands are ex-
tremely difficult for competitors to copy
and these characteristics can usually be
substantiated by fact rather than being just
PR. For example, not every coffee chain
can claim to source its coffee beans via fair
trade from underprivileged markets, like
Starbucks does, and not every cosmetics
company supports disenfranchised societ-
ies and animal welfare like The Body Shop.

Fairtrade is perhaps one of the best-known
ethical product labels for items like coffee,
tea, bananas, honey, chocolate and cocoa.
The rapid growth in sales of Fairtrade prod-
ucts, in locations like the UK, indicates the

general consumer bias in favour of ethical
purchasing. Consumers prefer Fairtrade
coffee in particular because it guarantees
growers in developing countries a set wage
to cover living costs and adds a social pre-
mium for community investment. Fairtrade
coffee actually took off when global commod-
ity prices for coffee beans plunged, but the
record low prices were not passed on to end-
consumers, leading pressure groups to ac-
cuse major coffee brands of making large
profits at the expense of growers and con-
sumers. With Fairtrade, growers get about
60 per cent extra over the world market price
for Arabica beans and about 200 per cent
more for Robusta beans, which gives them a
decent living.

In the case of Fairtrade, end-consumers
pay basically the same price for a cup of
ethical coffee and a cup of non-ethical cof-
fee. But ethical branding can actually re-
duce costs, because to be an ethical brand
requires ethical behaviour across the sup-
ply chain, which minimises risks of prod-
uct recalls, labour scandals or animal wel-
fare scares, which would require costly

CSR and Consumers

firefighting and management intervention.
In future, more and more customers will

have more to do with companies that are seen
to be either acting responsibly or doing good.
More and more customers want to know
where the products and services are from, and
how they are produced so that they reflect
their own values, and this will drive ethical or
CSR labelling. To the consumers it’s the very
least they can do to help a cause. Importantly,
companies must not forget that the
consumer’s definition of ‘responsible’ doesn’t
just refer to the ethical and social dimensions
of business. Just as important is that compa-
nies should be transparent and honest in the
sales, brand and product propositions they
present to the customer. Clear and honest
claims are an important part of behaving re-
sponsibly. Companies that understand the
changing consumer mindset and react accord-
ingly will be the successful ones.

The writer is the Head of The Association of Char-
tered Certified Accountants (ACCA Malaysia).
ACCA is the largest global professional accoun-
tancy body, with nearly 345,000 members and stu-
dents in 160 countries. For more information on
ACCA please visit www.accaglobal.com

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

CSR AND Consumers
  by Tay Kay Luan

Corporate Social Responsibility is about what businesses do and how their actions impact
the environment and society at large. The intent of business therefore is not just about

creating wealth alone but doing it responsibly. Public concern and consumer opinions can
influence business performance and this can translate to the company’s bottom line.

Many companies acknowledge and recognise that CSR can be at the heart of the
corporate governance agenda. Doing and reporting CSR performance are simply not

enough. How companies walk and communicate CSR
actions to customers and shareholders are vital. It speaks
a lot about its reputation, brand, as do their products and
services. Ultimately, it will affect customers.
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CSR and Consumers

Indeed, in a recent Edelman Asia Pa-
cific survey, 82 per cent of senior ex-
ecutives look for five key character-
istics in forming their opinions about

corporations: management/leadership,
brand or product quality, profitability, corpo-
rate image and active promotion/advertis-
ing. Although, consumers may treat corpo-
rate citizenship as the least cited driver, it is
interesting to note that the two top factors
for ‘good, responsible’ were ‘provides top-
quality products/services/brands’ and ‘man-
agement/leadership’ to address issues re-
lated to those products or services or brands.

It is clear that for the majority of the cus-
tomers, offering top quality products are im-
portant when deciding a socially responsible
corporation. While this may slightly differ
from the western experiences, where cus-
tomers demand more responsible behaviour
from companies, consumers in the Asian
countries are nonetheless important stake-
holders in the entire CSR value chain.

In a survey conducted in Canada, for ex-
ample, five and a half million Canadians are
actively involved in boycotting goods and
services for reasons not related to price or
quality; 57 per cent of Canadians say that
companies should engage in corporate so-
cial responsibility even if it means higher
prices; 72 per cent say they are more likely
to buy goods and services from companies
that commit to social and community con-
cerns; and 52 per cent think that a key dif-
ferentiating factor for a company is social
responsibility. In the same survey, stake-
holders are now expecting enhanced trans-
parency, greater involvement in solving so-
cial issues, and improved ethical behaviour
from companies, such as ethical conduct
and environmental responsibility. Such
behavioural trends are likely to be repli-
cated here, as societal expectations be-
come more sophisticated and demanding.

For companies, consumers are most
definitely the ultimate buyer of goods and
services, where their needs should be ful-
filled. As societies become more affluent,
and education levels continue to rise, con-
sumers are becoming more aware of how
companies behave and they have higher
expectations of good corporate behaviour,
and as such this may influence their pur-
chasing decisions. While, consumers do
not question the profit motive of corpora-

tions, they do believe in the tangible ben-
efits of the goods and services they buy.

Driving and shaping consumer awareness
is made possible through availability of cheap
software that enable thousands of consum-
ers to go online and to share experiences and
knowledge of what’s going on in the con-
sumer world. Round-the-clock globe news
communicated by the media and the Internet
enable good as well as bad news to travel fast
— and this information eventually moulds
public opinion (and they are the ultimate con-
sumers!). Through the media and the
Internet, pressure groups can capture the
public’s attention in hours or days and force
businesses, especially retailers, to effect
change throughout their supply chains.

Consumers today are also demanding
more than the tangible benefits, the new
breed of consumers want to be empowered
and given the choice of brands they wish to

identify. These people are also hunting for
products to reflect their personal lifestyles
and environmentally friendly and ethical
products are at the forefront of this trend.
Issues such as global warming, poverty and
corporate ethics are talking points.

Hence, the process for change in con-
sumer patterns is rapid. The new consum-
ers are getting smarter, vocal and individu-
alistic. In response, many companies now
adopt a more responsible and ethical ap-
proach to product design and services.
CSR in other words, may be capturing the
hearts and minds of this vocal and ethical
consumers, who will make up greater num-
bers in future judging by current trends.

Ethical Consumers — A Growing Force?
Today, ethical consumers are growing in

numbers around the world. Even in the UK,
it is estimated that only two per cent of con-
sumers make purchasing decisions based
on whether the company is responsible and
good. On the plus side, such a low base also
means that there is plenty of room to grow,

especially if factors like the media and
stricter legislation drive CSR-based buying.

Typically, ethical consumers are more af-
fluent and better informed. Organic food,
environmentally friendly detergents, additive
free products, products made from recycled
products and not tested on animals etc. have
reached the local supermarket shelves. Lead-
ing companies have also invested much of
their resources in communicating and edu-
cating consumers on their supply chain prac-
tices. Starbucks, Nike and Coca Cola are
among the global companies that have com-
mitted to reporting and communicating their
social responsibilities and performance that
include working with suppliers and provid-
ing customer friendly facilities.

Large hypermarkets operating in over-
seas markets are also not spared. Being
sensitive to suppliers is one thing; these
large retailers are aware of local procure-

ment practices and their impact on local
communities. Locally, supermarket giants
such as Jusco and Tesco are committed to
sound environment management and cor-
porate responsibility practices. Indeed, the
latter has in place five broad customer prin-
ciples that include diversity of customers,
disabled customers, healthy living, nutri-
tional information and salt reduction.

Accusations of large retailers exploiting
the farmers and producers are not uncom-
mon, which is why addressing these con-
cerns by working closely with the suppli-
ers is important.

Marks & Spencer (M&S) for example, is
committed to a set of sound CSR practices
and principles, where they listen and re-
spond to the needs of their stakeholders and
for sustainable development. M & S also be-
lieve that building good relationships with
employees, suppliers and the wider society
is the best guarantee of long-term success.
Managing CSR well will allow them to iden-
tify potential risks and performance man-
agement. Most important of all, it is a means

Locally, supermarket giants such as Jusco and Tesco are

committed to sound environment management and corporate
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to differentiate themselves from their com-
petitors. M & S cannot afford to ignore cus-
tomers’ voices since nine million people in
UK shop with them every week.

The UK is one of the world’s leading mar-
kets for ethical and green consumption, and
trends indicate rapid growth. In 2002, the
Co-operative Bank’s Ethical Purchasing In-
dex valued the total UK ethical consump-
tion market at 19.86 billion pounds. This
total market value comprised three sectors:
goods and services, financial services and
‘ethical invisibles’ — defined as purchasing

decisions made in line with consumers’ prin-
ciples such as shopping locally or boycott-
ing or avoiding particular brands. The Ethi-
cal Purchasing Index showed that sales of
ethical goods and services alone grew by
43.75 per cent between 1999 and 2002, and
the value attached to consumers switching
brands for ethical reasons was estimated at
2.6 billion pounds in 2002.

The 2004 Cone Corporate Citizenship
study in Boston indicated that companies
that contribute actively to CSR can expect
to be better perceived and enjoy better
sales performance. Eighty-five per cent of
all consumers will not hesitate to switch
brand to express their disapproval. How-
ever, there are limitations to consumers’
ability to influence corporate behaviour.

Consumers can however, put pressure on
companies to change their processes. For in-
stance, the billion-dollar garments industry is
constantly under fire for its reliance on sweat-
shops. To change this status quo, the global
Clean Clothes Campaign (CCC)
(www.cleanclothes.org) harnesses consumer
power in its fight to improve working condi-
tions and to empower workers in the global
garment industry, in order to end the oppres-

sion, exploitation and abuse of workers in this
industry who are mostly women. Importantly,
CCC puts pressure on companies to take re-
sponsibility to ensure that their garments are
produced in decent working conditions.

The drive for ‘clean clothes’ has seen a num-
ber of initiatives that are calling themselves
‘ethical’, ‘alternative’ or ‘fairly produced’
springing up in the wake of the international
anti-sweatshop movement. These ethical
brands aim to meet the needs of a rising num-
ber of consumers, individual and institutional,
who are now demanding ‘clean clothes’.

Empowering the Consumer
Consumer legislation on nutritional

value and contents, environmental stan-
dards and fair trade rules are already in
place to protect consumer interests. In
complying with these standards and legis-
lation, companies are already exhibiting
good corporate behaviour. But future
trends could see even more legislation
being passed for consumer protection, and
perceptive companies that go beyond mini-
mum compliance will be ready, and won’t
face the risks and penalties for non-com-
pliance with more stringent requirements.

The British government has recently
strengthened the voice of the consumer in
a landmark move by awarding enforce-
ment powers to an independent rights cam-
paigner, Which? the group that publishes
the consumer magazine of the same name
and includes the NGO formerly known as
the Consumers’ Association. Which? is now
a ‘designated enforcer’ for Part 8 of the
UK’s 2002 Enterprise Act, which covers a
host of consumer protection laws. More
than 50 consumer-related acts and direc-
tives, including the Control of Misleading
Advertisements Regulations 1988 and the

Unfair Terms in Consumer Contracts
Regulations 1999, fall under the regulatory
powers of Part 8 enforcers.

As a designated enforcer, this consumer
protection agency can demand companies
change their practices if they fail to respect
their legal obligations towards consumers.

If Which?’s demands fail, newly obtained
legal powers can be invoked. According to
its new enforcement role, Which? can appeal
to the civil courts for “stop new orders” mea-
sures or to ask for businesses to be closed in
case of wrongful trading. Ignoring the court

order could be seen as contempt of court,
which can attract fines or imprisonment.
With the ‘designated enforcer’ title, Which?
is on par with influential public agencies such
as the Civil Aviation Authority and the Finan-
cial Services Authority.

Consumer interest and protection in Ma-
laysia are regulated and enforceable. Despite
that, there are a fair number of corporate
scandals that have left many consumers fi-
nancially broke. The number of consumer
complaints have also been on the rise over
the years. According to the National Con-
sumer Complaint Centre, 300,000 complaints
were received between the years 2003-2004.
Major complaints are related to poor quality,
direct selling, automobiles, housing, poor
services by local government and insurance.
The increase in the number of complaints
also indicates rising consumer awareness,
better access and support and willingness
among consumers to seek justice and fair-
ness. Indeed, companies cannot continue to
ignore the impact of their actions or the lack
of their social responsibilities.

Good CSR practice is also about building
trust, and once broken can backfire in terms
of future sales and negative branding. Most

CSR and Consumers
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CSR-conscious companies that operate glo-
bally like Marks and Spencer, Shell and
Sony have indicated that they sell more to
consumers if their customers trust them to
operate responsibly across the full lifecycle
of their products, services and operations.

Ethical Branding
Ethical branding and ethical labelling

can benefit businesses. In a crowded mar-
ketplace, CSR offers brand differentiation.
CSR characteristics of brands are ex-
tremely difficult for competitors to copy
and these characteristics can usually be
substantiated by fact rather than being just
PR. For example, not every coffee chain
can claim to source its coffee beans via fair
trade from underprivileged markets, like
Starbucks does, and not every cosmetics
company supports disenfranchised societ-
ies and animal welfare like The Body Shop.

Fairtrade is perhaps one of the best-known
ethical product labels for items like coffee,
tea, bananas, honey, chocolate and cocoa.
The rapid growth in sales of Fairtrade prod-
ucts, in locations like the UK, indicates the

general consumer bias in favour of ethical
purchasing. Consumers prefer Fairtrade
coffee in particular because it guarantees
growers in developing countries a set wage
to cover living costs and adds a social pre-
mium for community investment. Fairtrade
coffee actually took off when global commod-
ity prices for coffee beans plunged, but the
record low prices were not passed on to end-
consumers, leading pressure groups to ac-
cuse major coffee brands of making large
profits at the expense of growers and con-
sumers. With Fairtrade, growers get about
60 per cent extra over the world market price
for Arabica beans and about 200 per cent
more for Robusta beans, which gives them a
decent living.

In the case of Fairtrade, end-consumers
pay basically the same price for a cup of
ethical coffee and a cup of non-ethical cof-
fee. But ethical branding can actually re-
duce costs, because to be an ethical brand
requires ethical behaviour across the sup-
ply chain, which minimises risks of prod-
uct recalls, labour scandals or animal wel-
fare scares, which would require costly

CSR and Consumers

firefighting and management intervention.
In future, more and more customers will

have more to do with companies that are seen
to be either acting responsibly or doing good.
More and more customers want to know
where the products and services are from, and
how they are produced so that they reflect
their own values, and this will drive ethical or
CSR labelling. To the consumers it’s the very
least they can do to help a cause. Importantly,
companies must not forget that the
consumer’s definition of ‘responsible’ doesn’t
just refer to the ethical and social dimensions
of business. Just as important is that compa-
nies should be transparent and honest in the
sales, brand and product propositions they
present to the customer. Clear and honest
claims are an important part of behaving re-
sponsibly. Companies that understand the
changing consumer mindset and react accord-
ingly will be the successful ones.

The writer is the Head of The Association of Char-
tered Certified Accountants (ACCA Malaysia).
ACCA is the largest global professional accoun-
tancy body, with nearly 345,000 members and stu-
dents in 160 countries. For more information on
ACCA please visit www.accaglobal.com

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

Risk Management
AT THE CROSSROADS

by Richard Sharman

Risk management has become a vital ingredient of a successful business.
This is partly due to the need for compliance with increasingly rigorous

regulation and legislation; but it is also due to the knowledge that, if you get
your risk reporting framework right, it can benefit the business as a whole.

Over recent years the remit for
risk management has
changed significantly. During
the 1990s, corporate gover-

nance regulation sought to ensure that risk
management was embraced as a means of
improving the achievement of strategic ob-
jectives. In the UK, this changing landscape
culminated in the Combined Code and asso-
ciated Tumbull Guidance on Internal Control.

For many organisations the increased
need for regulatory compliance has called
for a greater investment in risk management
activities, even if this investment is simply
related to the amount of time that manage-
ment and executives have to spend collat-
ing and reviewing risk information. At the
time of writing we are witnessing the estab-
lishment of what may amount to be the most
significant governance regulation yet, in the
form of the US Sarbanes-Oxley Act.

While it is still too early to predict the im-
pact of this Act, the general consensus is that,
by requiring chief executive officers (CEOs)
and chief financial officers (CFOs) to provide
certification of the effectiveness of internal
controls, the US authorities have ‘raised the
bar’ for standards of corporate governance
for all companies irrespective of whether
they are subject to the new requirements.

It is therefore clearly an opportune time
to review how organisations are seeking
to improve their levels of internal assur-
ance and the adequacy of their internal
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Risk Management at the Crossroads

control systems. Though driven by regu-
latory compliance, this ‘raising of the bar’
does not, and should not, overshadow the
value that is now being realised through
employing developed risk management
activity. Whilst many organisations have
increased their investment in risk manage-
ment, and will undoubtedly have to invest
further still, many do not realise the real
benefits, instead viewing risk management
as just another compliance exercise.

In practice, risk management is much
more evolved than just providing assurance
that an organisation has complied with cor-
porate standards. Stakeholder expectation
and the very real pressures of doing busi-
ness have forced organisations to look be-
yond regulatory requirements
and to seek real performance im-
provements from their risk man-
agement activities.

The benefits these organ-
isations are now realising from
developed risk management
activity include:

� improved allocation of re-
sources to the risks that re-
ally matter;

� improved decision making to
support an organisation in
knowingly taking risks;

� enhanced internal and exter-
nal reporting of risk and con-
trol information:

� increase responsiveness to
internal and external change;
and

� improved communication
and knowledge sharing

However, the development of
risk management activity as an aid to per-
formance can, in the main, only be
achieved through getting the basics right.
This has to start with the effective com-
munication of risk information and related
roles, responsibilities and accountabilities
at all organisational levels.

Structure, roles, responsibilities
and accountability

To establish the foundations for effective
risk management and internal assurance,
an appropriate organisational structure
needs to be put in place, which escalates

information on risks and their associated
control mechanisms.

Central to corporate governance prin-
ciples is the ability of the board to effec-
tively monitor and evaluate organisational
performance and its changing business
environment, as well as to effect the devel-
opment of strategy. These things are im-
possible without receipt of information on
organisational risks and opportunities that
is both timely and in keeping with the
organisation’s strategic objectives.

Historically the reporting of risk has been
fragmented, with risks originating in differ-
ent areas of the organisation being reported
separately to the board. Understandably this
left directors unable to adequately assess

their organisation’s risk environment in
anything approaching an holistic way, an
issue especially acute for non-executive di-
rectors who were disadvantaged in the level
of challenge they could provide.

Additionally, with the business environ-
ment changing at an increasing pace it has
become clear that an annual process of the
assessment and review of risk by the board
is not enough for the board to discharge
its governance responsibilities. Although
compliance might be treated as an annual
activity, discrete of any other management
review processes or reporting, the provi-

sion of meaningful risk and control infor-
mation must be more frequent.

Without having an appropriate structure
in place, new or changed risks can easily be
missed and opportunities not exploited.
Whilst compliance is important, it is increas-
ingly  viewed as an additional benefit to that
of the improved decision-making and ac-
countability for risk that results from a well-
structured framework for risk and assurance.

Critical to such a framework are the roles
and responsibilities that are assigned for
risk management throughout an
organisation. The transparent assignment
of roles and responsibilities, and improved
accountability and awareness of risk, is re-
quired for any risk or assurance related

activity to be successful.
Generally the roles, responsi-

bilities and accountabilities fall
into three distinct areas within
organisations:
� the board and its sub-commit-
tees;
� the organisation’s corporate
oversight functions (including
risk management and internal
audit functions): and
� the business operations them-
selves.

Through working with a di-
verse range of organisations, we
have accumulated a number of
key insights into how
organisations are successfully
structuring themselves for risk
and assurance and establishing
a cohesive framework for the
dissemination of strategy and
escalation of risk information.

Figure 1 shows an example
structure for risk management reporting.

The board and its sub-committees
The board is ultimately responsible for

risk management and the effectiveness of
the organisation’s system of internal con-
trol. Generally, responsibility is discharged
through the setting, and communication,
of policy and direction prescribing an
organisational approach to its risk and con-
trol environment.

Through this policy and its related re-
porting requirements, the board must sat-
isfy itself that:

Figure 1   Summary information and risk report flow
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� significant risks faced by the organ-
isations are being managed appropriately;

� any system of risk management and in-
ternal assurance within the organisation
is robust enough to respond to changes
in its business environment;

� the organisation and reporting structure
will support the delivery of the policy on
an ongoing basis; and

� the board receives the right information
for it to adequately discuss and challenge
on risk issues, their mitigation and the
overall risk appetite of the organisation.

Many boards are finding that the level
of oversight these requirements necessi-
tate demands an executive forum for de-
veloping risk management in the
organisation and for oversight and super-
vision of its implementation in compliance
with the principles established.

Risk management committees are be-
coming increasingly important in the ap-
proach that organisations take to risk and
assurance at a senior level. To operate ef-
fectively risk management committees
need to be structured and tasked with the
same level of care as audit and executive
committees. A developed ‘terms of refer-
ence’ is a must, which, as a minimum, gen-
erally requires the committee to:

� develop risk strategy agreement by the
board;

� interpret and summarise the outputs
from the organisational risk identifica-
tion and assessment activity;

� monitor emerging issues in the organ-
isations risk and control environment;
and

� act as a forum for sharing risk manage-
ment knowledge, experience and best
practice across the organisation.

A mistake that is often made in the com-
position of risk management committees
is the limitation of membership to corpo-
rate functions, without any representation
from the organisation’s operational/execu-
tive management.

To drive accountability for the risks an
organisation faces, the owners of those
risks have to represent them at such a fo-
rum. In turn, corporate functions, in addi-
tion to their development of organisational
policy and direction in their disciplines, are

required to provide challenge on the ad-
equacy of the assessments of risk provided
by operational management.

Corporate oversight functions
When referring to the corporate func-

tions tasked with the provision of direction
and assurance on organisational risk and
the control environment, focus naturally
falls on corporate risk management and in-
ternal audit functions.

However, such a focus often fails to
recognise the role that other functions play
in these processes. All oversight functions
are responsible for the development of
policy, and the monitoring of its implemen-
tation, in their areas of responsibility.

For example, finance directors (FDs)
design processes to meet the requirements

of certain financial standards, champion
their implementation and provide support
to the business as this proceeds. Follow-
ing this they will report to the board or its
appropriate sub-committee that the pro-
cesses are in place and operating effec-
tively — internal assurance.

As this is replicated across all corporate
oversight functions it is easy to understand
why the right structure is needed to pull
together the assurance that all this activ-
ity provides. Whilst we will proceed to de-
tail how this activity is undertaken by the
corporate risk management function, it is
worth pausing to understand the respon-
sibilities of all corporate functions in cre-
ating the right environment for risk man-
agement and the right procedures for pro-
viding assurance.

Enter the ‘chief risk officer’
To date, risk management has, tradition-

ally, been viewed as the responsibility of
the FD, often due to the financial focus on

risk prompted by risk financing strategies
and insurance. Over recent years the fo-
cus of risk and assurance has shifted away
from that of purely financial impact and has
begun to better recognise the more intan-
gible nature of risk.

The rising profile of risk management in
recent years, compounded by the increasing
burden placed on boards by stakeholders for
effective, integrated risk management, and
a recognition of the limitations of the frag-
mented approach detailed earlier, has led
some organisations to refocus the risk man-
agement role away from the FD and sought
to create a single senior corporate position
for the enterprise-wide co-ordination of risk
management and assurance orientated activ-
ity — that of the chief risk officer (CRO).

It is worth noting at this stage that, per-

haps unsurprisingly, the term CRO was
first coined in the US but it would be in-
correct to view the position as lacking in
translation. Many European organisations
also have appointed an individual respon-
sible for the integrated management of risk
management and assurance activity. It is
just that they are not called CROs — some
are called ‘director of risk and assurance’
or ‘corporate head of risk’. What links them
all is their drawing together of previously
fragmented approaches to risk and assur-
ance and this principle is of far more im-
portance than their titles.

With increased public reporting require-
ments emerging in the US it is vital that
interest in the organisational positioning
and promotion of risk management activ-
ity also increases. The CROs role provides
a focal point for meeting this need and it is
reasonable to expect that appointments of
a corporate officer or director responsible
for risk management and internal assur-
ance at a senior organisational level will be-
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come more widespread.
So what exactly does the CROs role in-

volve? Primarily he/she is responsible for
developing and implementing an enter-
prise-wide strategy as agreed by the board,
that encompasses all aspects of
organisational risk. Generally they will
work closely with the CEO, the board and
its sub-committees (including the risk man-
agement committee where in place) to
achieve an enterprise-wide perspective of
risk and their associated controls, looking
across all business units to anticipate all
the risks that threaten the organisation.

Ultimately, the CROs role provides over-
all leadership, vision and direction for risk
and assurance activity. The position can be
seen to enable a truly enterprise-wide ap-
preciation of risk across all operations and
functions, key to this being liaison with
other corporate functions as detailed
above, and to facilitate an improvement in
the quality of discussion on risk and assur-
ance issues at the senior corporate level.

The role of the CRO is not necessarily that
of technical specialist in the disciplines of
risk management and assurance as, gener-
ally speaking, these technical specialisms
would sit under the position in the form of
heads of risk management, internal audit,
insurance etc. What is important is that the
person who is appointed to the CROs role
is able to operate effectively at all levels of
the business, is able to organise and moti-
vate others and establish a continuous dia-
logue with senior executives, management
and potentially external stakeholders.

Business operations
Lastly we turn our attention to the role

of business operations in the effectiveness
of organisational risk management and as-
surance structures. The business owns and
manages risk on a day-to-day basis, is re-
sponsible for the implementation of corpo-
rate policy as developed by the participants
already detailed and for the provision of as-
surance to the board, via the risk and as-
surance structure, that they have done so.

Ultimately all of the structure we have
already detailed will be meaningless if the
business’s operations fail to be engaged in
the risk and assurance process. It is here
that risk management is reduced to its
most basic and essential level — how em-

ployees regard and evaluate risk in their
day-to-day activities. The management of
business operations are themselves subject
to legislation in such areas as health and
safety but the focus and appreciation of risk
should permeate the whole organisation
and should ultimately form part of every
employees role and responsibility.

Delivering performance
At this level, risk management is in es-

sence a behaviour. Much has been written
about the way we as individuals approach
risks in our day-to-day lives and how, for
nearly every decision we make, an assess-
ment of the risks attached is undertaken
often unconsciously. While it takes a dif-
ferent mode of thinking to undertake this
process for the decisions we make on be-
half of our employers, it is generally true
that this also occurs.

However, the considerations which indi-
viduals give to the risks in their environment
vary greatly — variations that may be unac-
ceptable for organisations requiring a con-
sistent and thorough approach at all levels.
Naturally, there are exceptions to this obser-
vation as certain roles carry with them the
need to take more or less risk to be success-
ful in both an individual and organisational
sense. For example, the role of a salesman
compared to that of an employee responsible
for maintaining a key item of production
machinery. But generally successful interpre-
tation and implementation of organisational
risk management strategy relies on a com-
mon understanding of the level of risk ac-
ceptable to the organisation.

As a result some organisations are focus-
ing on how they can influence their employ-
ees approach to the risks they encounter
from a behavioural perspective. Elements
of such an approach may include training
programmes for new joiners and develop-
ing managers, and risk management as a
defined organisational behaviour in man-
agement and executive appraisals.

Building accountability for risk needs to
occur at all levels of an organisation to estab-
lish credibility. What is asked of employees
at an operational level needs to be mirrored
in the business-planning process undertaken
at more senior management levels.

Rather than conduct the identification
and assessment of risk as a discrete annual

exercise, some organisations are now de-
veloping ways of better aligning their cor-
porate risk assessment and business plan-
ning processes. Under this approach, risks
are identified and assessed and used in the
discussions to set targets that are both
challenging and achievable.

Conclusion
It is understandable that some organ-

isations may not be so focused on driving
improved organisational per formance
through their risk management activities.
However, for many, the current develop-
ments in corporate governance and related
accountability may provide an incentive to
review the effectiveness of the processes
they have put in place to assess organ-
isational risk.

Whilst compliance is clearly necessary, it
increasingly makes sense to realise some
greater return on your risk management in-
vestment for the benefit of the organisation
and its stakeholders. Indeed as awareness
of these concepts grows, so too does the level
of stakeholder expectation. As organisations
will no longer find it so easy to ignore these
developments it may be worthwhile asking
yourself the following questions about your
own approach to risk and assurance:

� is the business clear on its risk manage-
ment responsibilities? Where does ac-
countability for risk and assurance cur-
rently lie?

� is our approach to risk management get-
ting buy-in from across our organisation?

� how adequate is the quality of informa-
tion (format, content, frequency) on risk
and assurance received at board level?

� how well do we use risk management in-
formation as part of our decision mak-
ing processes on a day-to-day decision
making basis?

� how well integrated are our risk manage-
ment and business strategies? and

� are we currently getting value for money
(or any real value) from our risk man-
agement activity?

Richard Sharman is the Director of KPMG’s
Enterprise Risk Management (ERM) practice
in the UK and is responsible for developing
ERM services across Europe. This article ap-
peared in the Institute of Chartered Accountants
in England and Wales published journal Man-
agement Quarterly in January 2003.
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What’s the Problem?
Major enterprises around the world rely

on ERP systems for both operational pur-
poses and financial reporting. In doing so,
the ERP systems become an integral part
of the corporate governance and legal com-
pliance landscape.

Whilst most IT management attention
seems to be on document retention, report-
ing quality, and security, there are much
broader issues to be considered to ensure
good governance and compliance with
regulations. In particular, managements
are required to demonstrate they have ap-
propriate processes in place to support
good value and risk management. In addi-
tion, auditors are now focused on verify-
ing the processes that produce data in ad-
dition to the reported information itself.

Financial reporting across multinational
enterprises must be consistent and com-
parable. In reality, this means that the ERP
systems employed must be the same sys-
tem, at the same release level, and be
implemented in the same way.

ERP systems are significant investments
with long-term impacts on major enterprises.
Meta Group reckons that the cost of a 1,000
users system is £21.7 million each year based
on a five-year average. For all these reasons
the compliance of any ERP system must be
a focus for the CEO and CFO, and not as-
signed to IT as a technology project.

A body of evidence is now available that
points to serious issues with compliance in
the way ERP systems are implemented by
companies and their consultants. West Trax
Applications, which provides analytical and
diagnostic services for ERP system users,
has undertaken some 300 benchmarks for
over 60 enterprises across Europe in 2003-
2005, and the results are disturbing.

� Not one organisation was using more
than 50 per cent of the vendor software
they were licensed and paying for. Soft-
ware that is never used only adds to costs
without contributing to ROI. Some trans-
actions may not be needed by the specific
enterprise or subsidiary, some may re-
quire modification while some may sim-
ply be overlooked. However, the sample
shows that companies are paying a sig-
nificant overhead for the software they
are actually using. There is also the strong
probability that they are missing valuable

opportunities to optimise their systems
and operations by not implementing avail-
able software that they are already pay-
ing for. Who is tasked within the enter-
prise to continuously review this un-
tapped opportunity? IT? Finance?

� In most of the systems analysed, the pro-
portion of ERP vendor transactions used
was surprisingly low. More than half of
the software actually used was custom
code written by internal staff or external
consultants. The ERP vendor software
may be compliant, but not necessarily the
total system. One of the key features of
leading ERP systems is the integration be-
tween the various modules, enabling pro-
cesses to easily span functions. This is
both efficient and
also provides a
solid internal con-
trol structure — a
key compliance re-
quirement. Hence,
compliance is
weakened when
software modules
are not fully imple-
mented and a pro-
cess or transaction
is interrupted or incomplete.

� Many of the custom programmes were
seldom or never used. Unless deleted,
these redundant programmes continue
to incur support costs, over and above
standard vendor maintenance charges.

� In the systems analysed, the annual costs
associated with custom software ranged
from circa £250,000 to over £2 million.
In the enterprises benchmarked, ERP
vendor maintenance costs (based on a
fixed percentage of the licence fee) were
more than twice the level justified sim-
ply because less than 50 per cent of the
software was actually used.

� The interfaces between vendor code and
custom code showed major internal con-
trol exposures. They may be poorly
documented and lack audit approval.
Cross-functional processes are rarely
understood and monitored because IT
organisations and skills are commonly
focused on ver tical applications e.g.
manufacturing, finance, sales.

� The most revealing information from

these benchmarks was that, in most
cases, the CEO and CFO did not know
they had a problem. The results came
as a surprise, and the lack of previous
visibility a serious concern, and a real
compliance issue.

Whilst some ERP vendors are now offer-
ing software tools to tackle compliance is-
sues, these can only apply to the vendor’s
own software. If the enterprise is not using
50 per cent of the vendor software, then these
tools are a questionable investment. And, the
custom built software is not included in the
support, training and documentation pro-
vided by the ERP vendor, plus the original
implementation team has moved on to other
projects — another compliance exposure.

“What is possibly
more surprising
than this habit of
customising more
than half the applica-
tion is the fact that in
most instances the
CFO knows nothing
about it — revelling
in the warm glow
created by the cer-
tain knowledge that

his or her organisation is using a standard
set of processes and that this has done no
harm at all to their CV. What is particularly
worrying is that much of this custom code
is undocumented and involves the use of pri-
vate spreadsheets. Most CFOs and CIOs
think their organisations just have one ver-
sion of the truth — held in ERP data files.
Nothing could be further from the truth.

All of this should be ringing alarm bells
for those with any responsibility for com-
pliance. Undocumented, multiple versions
of the truth are exactly what the regula-
tory authorities are keen to unearth,” says
Martin Butler of the Butler Group.

There is an interesting aspect of compli-
ance worthy of mention at this point, and
this relates to companies that are involved
in Mergers & Acquisitions (M&A) activity.

It is well known that different computer
systems can impede or even prevent a suc-
cessful M&A situation. But often compa-
nies proceed on the basis that they both
“run the same ERP system”. This may be
so, and the systems may even be at the
same vendor release level.

“Most CFOs and CIOs think

their organisations just have

one version of the truth — held

in ERP data files. Nothing could

be further from the truth.”

Martin Butler, Butler Group
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However, what if the two companies are
running different transactions within the
vendor system? What if they have written
custom codes for completely different trans-
actions? What if one has implemented a spe-
cific vendor module, but the other has cho-
sen to use only a sub-set? Based on the West
Trax data, this is the most likely situation. In
which case, the two companies are running
two completely incompatible ERP systems.

Do they know? Who can tell them?
Actions for Management Accountants

One of the most common reasons for
these worrying results is the failure of
organisations to conduct ongoing post-
implementation reviews, to track realised
benefits versus the original goals, and to
do this throughout the life cycle of the ERP
system. Evaluating the strategic benefits
and legal compliance provided by ERP sys-
tems cannot be made on purely technical
grounds. If the task of assessing attainment
of these goals is delegated downwards
within an organisation, the focus will be on
tactical or technical measurements.

So, here are a few key questions for
Management Accountants to ask their IT
colleagues, with a request for objective
answers based on real data, and in straight-
forward business language.

� What percentage of the ERP vendor soft-
ware licensed is actually being used?
What are the plans to optimise the cur-
rent applications, or to conduct a cost/
benefit analysis of lightly used modules?

� What percentage of the custom code is
essential, what percentage can be re-
placed with vendor code, and what per-
centage is unused? What are the plans
to delete the unused code before the
next software release, or request for
more server capacity?

� Which processes and transactions con-
tain interfaces between vendor and cus-
tom code? Are they documented, and
approved by Internal Audit?

The next step would be to use a combina-
tion of System Benchmarking and Activity
Based Costing to express the problem in
financial terms. First, all planned costs as-
sociated with the four system components
(or “activities”) would be established by
using Zero Based Budgeting (ZBB) (Used

Vendor Code, Unused Vendor Code, Used
Custom Code, Unused Custom Code). The
process would then be repeated to reveal
and review the actual costs for appropriate
time periods. A management analysis of
activities not delivering targeted benefits
would result in their elimination or revised
targets and costs based on ZBB. This analy-
sis process could also be employed when
reviewing and approving new projects, soft-
ware upgrades, server consolidations, and
particularly outsourcing.

If the ERP system is outsourced, or
outsourcing is being considered, these
questions should be in the outsourcing
contract as essential components of system
monitoring and the contractor’s continuous
improvement programme. Outsourcing
does not remove the responsibility for com-
pliance — it just makes the job more com-
plex. Following a decision to outsource,
then ZBB is also an effective tool in the
process of re-establishing the in-house IT
organisation. One of the critical new roles
for IT and Finance together is conducting
ongoing post-implementation reviews —
benchmarking at quarterly intervals would
make this an objective exercise, based on
real system data. These reviews can also
be the forum for developing system effi-
ciencies and, hence, driving down
outsourcing contractor fees.

The final area for consideration in this
article concerns the internal control expo-
sures created by over-dependence on cus-
tom code — issues like documentation,
training, and skill retention have a direct
impact; but also the interfaces within and
between custom applications and vendor
software are fraught with dangers. To iden-
tify and tackle these exposures requires
accurate benchmarking data throughout
the various layers of the system, and across
the vertical or functional applications.

Two actions are required — first, to
scope and tackle the problems with exist-
ing systems which requires the co-opera-
tion of IT, Management Accounting and
Internal Audit; second, to establish the
management process for the review and
approval of all future proposals to imple-
ment custom code rather than vendor code
in new systems or modules.

Compliance exposures in ERP systems
are a reality today, and a key responsibil-
ity of CEOs and CFOs. Technology is now
available to identify problem areas and cor-
rective action, and this is also an opportu-
nity for Management Accountants to take
the lead in tackling the problem.

Ken Gorf FCMA is Chief Financial Officer of
West Trax Applications LLC, UK. This article is
contributed by CIMA, The Chartered Institute
of Management Accountants, Malaysia Division.

“Compliance exposures in ERP systems are a reality today, and a

key responsibility of CEOs and CFOs. Technology is now available

to identify problem areas and corrective action, and this is also an

opportunity for Management Accountants to take the lead in

tackling the problem.”
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IT Integration
in Accounting

Education
ARE WE READY?

by Dr. Noor Azizi Ismail, Dr. Mahamad Tayib and Basariah Salim

In today’s IT environment, the increasing number of nations that are moving to ICT gadgets
has created an urgent need for the international accounting profession to enhance its IT
knowledge and skills. Even though the IT know-how is already in the International Federa-
tion of Accountants’ (IFAC) main agenda, the extent to which these agendas have been
implemented and the response from the accounting professional providers remain an issue.
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One of the main objectives of
accounting education at the
university level is to expose
students for positions as pro-

fessional accountants. In the past, account-
ing programmes were merely judged by
students’ technical abilities nurtured by the
curriculum, namely by way of financial ac-
counting recording processes, manage-
ment accounting techniques, tax rules, and
audit procedures (Boritz, 1999). The ad-
vancement of IT over the last two decades
has created many new challenges and op-
portunities for the accounting profession,
hence of accounting education (Elliot,
1992). IT is fast changing the way in which
organisations operate, the nature and
economies of accounting activities, and the
competitive environment in which accoun-
tants participate (IFAC, 2003). Therefore,
IT can no longer be considered a discipline
peripheral to accounting. Rather, the ac-
counting profession needs to merge and
develop with IT to such an extent that one
can hardly conceive of accounting indepen-
dent from IT.

In recognition of the importance of IT in
accounting education, IFAC issued the In-
ternational Education Standards and
Guidelines to ascertain essential elements
(e.g., subject matter, methods and tech-
niques) that education and development
programmes are expected to contain and
that have the potential for international rec-
ognition, acceptance and application. The
issuance of the International Education
Guidelines 11 (IEG11), for example, is to
observe the type of IT knowledge to be
integrated into the curriculum. This guide-
line has established a framework for
organising IT-oriented education for pro-
fessional accountants and the core areas
of knowledge and skill to be covered.

Whilst many past studies focused on the
type and extent of IT knowledge and skills
to be integrated into the accounting cur-
riculum, the introduction of the IFAC In-
ternational Education Standards and
Guidelines for Professional Accountants
have shifted the research emphasis to the
factors that contribute to the success of IT
integration into the accounting curriculum.
Several studies have suggested the lack of
IT knowledge and skills being integrated
into the accounting curriculum. Among the

inhibiting factors are shortage of IT back-
ground instructors, computing facilities for
students, financial resources required to
keep those facilities up to date and insuffi-
cient technical support staff.

This paper investigates the perceptions
of accounting academicians toward the is-
sue of IT integration into the accounting
curriculum in the specific context of Ma-
laysian Institutions of Higher Learning.
Findings from this study will provide some
insights into the readiness of accounting
programmes offered by Malaysian Institu-
tions of Higher Learning facing the chal-
lenges of the information age. By under-
standing their perceptions toward the is-
sue, it will help the policymakers and the
administrators plan and co-ordinate the IT
implementation and allocation of resources
for them to move forward with technology-
based approaches in terms of teaching and
the learning environment.

Method
A mail questionnaire was used to gather

data. Letters, together with the question-
naire and a self-addressed envelope were
sent out to 220 accounting academicians
of nine Public and Private Institutions of
Higher Learning offering accounting de-
gree programmes in Malaysia. Seventy-six
usable questionnaires were eventually re-
turned representing a 35 per cent response
rate. The questionnaire was divided into
two major sections. The first section of the
questionnaire focused on the general back-
ground of the respondents: academic back-
ground; teaching and research
specialisation; years of teaching experi-
ence; work experience in information sys-
tems; age; and gender. The second section
of the questionnaire was designed to elicit
respondents’ perceptions toward: hard-
ware and software adequacy; updated soft-
ware and services satisfaction; training
sufficiency and priority; appreciation and
support from head of department, col-
leagues and students; staff commitment;
IT integration; and difficulties in learning
and teaching IT-related courses.

Results
Preliminar y analysis of the sample

showed that 83 per cent of the respondents
were from Public Institutions of Higher

Learning and 17 per cent were from Pri-
vate Institutions of Higher Learning. In
terms of academic rank, 15 per cent of the
respondents were either professors or as-
sociate professors, and 85 per cent were
either assistant professors or lecturers.
Eighteen per cent of the respondents held
a PhD, 75 per cent a Masters degree, and
about seven per cent possessed profes-
sional qualifications. About 45 per cent of
the respondents obtained their highest
degree from overseas, whilst 54 per cent
of the respondents reported that they re-
ceived a formal accounting and information
systems (AIS) education and training, 72
per cent of them did not have any AIS work-
related experience. Almost 60 per cent of
the respondents had teaching experience
of more than five years.

Are We Ready?
Table 1 shows the results of the percep-

tions of accounting academicians toward
the issue of IT integration into the account-
ing curriculum. These variables were mea-
sured using a five-point scale from 1
(strongly disagree) to 4 (strongly agree),
and 0 (no opinion). To simplify the follow-
ing description, the responses for point ‘1’
and point ‘2’ of the scale are treated as one
category called ‘agree’. Similarly, point ‘3’
and point ‘4’ are treated as one category
called ‘disagree’. The point ‘0’ is labelled
the ‘no opinion’ category.

Hardware and Software Adequacy
The majority (82 per cent) of the respon-

dents agree that the number of personal
computers for staff to acquire IT skills are
adequate. However, the study received a
mixed opinion on whether the number of
personal computers for students to acquire
IT skills are adequate. Fifty-five percent of
the respondents agree while about 40 per
cent disagree with the statement. Mean-
while, about half of the respondents agree
that application software required to inte-
grate IT in accounting are adequate, 40 per
cent disagree, while nine per cent of the
respondents have no opinion to the state-
ment. Results indicate that hardware facili-
ties for staff to acquire IT skills are ad-
equate in most Malaysian Institutions of
Higher Learning. Therefore, consideration
should be given to the issue of hardware
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facilities for students and adequacy of ap-
plication software based on the mixed opin-
ion of the respondents.

Software Update and Services
Satisfaction

Nearly 50 per cent of the respondents
agree that application software required to
integrate IT in accounting are updated.
Results also depict that 58 per cent of re-
spondents agree that network services are
satisfactory, whilst 38 per cent of the re-

spondents show their dissatisfaction.
About 52 per cent of respondents agree
that the support for computing services
from technical staff is satisfactory, 41 per
cent of them disagree and 7 per cent do
not have any opinion. These results indi-
cate that only about half of the respondents
agree with the application software up-
dates, network services and support for
computing services, and hence more ef-
forts need to be done by Malaysian Insti-
tutions of Higher Learning to further up-

grade their computing facilities.

Training Sufficiency and Priority
In terms of training sufficiency and pri-

ority, the results show that only 38 per cent
of the respondents agree with the state-
ment that training for staf f to acquire
knowledge and skills in IT are sufficient,
whilst 61 per cent of the respondents dis-
agree. Fifty-two per cent of the respondents
also disagree with the statement that train-
ing in accounting and IT/IS is always given
a higher priority than other areas of ac-
counting. The results suggest that training
for staff to acquire IT knowledge and skills
is still insufficient in Malaysian Institutions
of Higher Learning.

Appreciation and Support
The results show that a majority of the

respondents agree that their efforts to in-
tegrate IT into the accounting curriculum
were appreciated and supported by heads
of department, colleagues and students.

Staff Commitment
In terms of staff commitment, the results

show that 92 per cent of the respondents
agree with the statement that accounting aca-
demicians know the importance of IT in ac-
counting. Ninety-one percent of the respon-
dents also agree that IT knowledge and skills
is crucial for the enhancement of the account-
ing profession. However, 66 per cent of the
respondents perceived that accounting aca-
demicians are a bit apprehensive about learn-
ing IT skills. This finding suggests that al-
though a majority of respondents are aware
of the importance of IT in accounting, some
of them are still hesitant to learn and acquire
IT knowledge and skills.

IT Integration
Nearly half of the respondents perceived

that the extent of IT knowledge and skills
currently integrated into the accounting
curriculum are suf ficient. When asked
whether IT knowledge and skills should
be integrated into all major areas of ac-
counting, 87 per cent of the respondents
agree with the statement. Only 13 per cent
of the respondents felt that IT knowledge
and skills should only be taught in AIS sub-
jects. The result implies that the extent of
IT knowledge and skills currently being

Agree Disagree No Opinion
Adequacy of Hardware and Software

a. Hardware facilities, i.e. number of PCs for staff to
acquire IT skills are adequate 82 17 1

b. Hardware facilities, i.e. number of PCs for students
to acquire IT skills are adequate 41 55 4

c. Application software required to integrate IT in
accounting are adequate 51 40 9

Software Updated and Services Satisfactory

a. Application software required to integrate IT in
accounting are updated 49 37 14

b. Network services are satisfactory 58 38 4
c. Support for computing services from technical

staff is satisfactory 52 41 7

Sufficiency and Priority of Training

a. Training for staff to acquire knowledge and skills
in IT are sufficient 38 61 1

b. Training in accounting and IT/IS is always given a
higher priority than other areas of accounting 39 52 9

Appreciation and Support

a. Appreciated by head of department 88 8 4
b. Fully supported by head of department 87 9 4
c. Appreciated by colleagues 76 18 6
d. Fully supported by colleagues 71 21 8
e. Appreciated by students 74 10 16
f. Fully supported by students 69 17 14

Importance and Apprehensiveness to Learn IT

a. Accounting academicians know the importance of
IT in accounting 92 7 1

b. IT knowledge/skills is crucial for the enhancement
of accounting profession 91 8 1

c. Accounting academicians are apprehensive to learn
the IT skills 66 29 5

IT integration

a. The extent of IT knowledge/skills currently
integrated in accounting curriculum are sufficient 47 45 8

b. IT knowledge/skills should be integrated into all
major areas of accounting 87 10 3

c. IT knowledge/skills should only be taught in
Accounting and Information Systems subjects 13 84 3

Difficulties in Learning and Teaching IT

a. IT knowledge/skills is very difficult to learn 9 90 1
b. IT knowledge/skills is very difficult to teach 18 75 7

Table 1  Frequency Distribution (%)

IT Integration in Accounting Education: Are we ready?
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integrated into the accounting curriculum
is insufficient. Furthermore, IT knowledge
and skills should be integrated into all
major areas of accounting and not merely
the AIS course.

Difficulties in Learning and Teaching IT
Finally, Table 1 shows the respondents’

perception regarding the difficulties in
learning and teaching IT knowledge and
skills. Ninety per cent of the respondents
felt that IT knowledge and skills is not very
difficult to learn, whilst 75 per cent of re-
spondents felt that IT knowledge and skills
are not very difficult to teach. The results
suggest that accounting academicians per-
ceived that IT knowledge and skills are
more dif ficult to teach than to acquire
them.

Discussion
In this paper, we explored the perceptions

of accounting academicians in Malaysia to-
ward the issue of IT integration into the ac-
counting curriculum. Various issues, which
are believed to have influenced IT integra-
tion, were sought from the respondents.

The results relating to the issue of hard-
ware and software adequacy suggest that
hardware facilities for academic staff to
acquire IT skills are adequate. However,
emphasis should be given to the hardware
facilities for students and adequacy of ap-
plication software, as respondents seem to
have differing opinions on these two is-
sues. Malaysian Institutions of Higher
Learning need to ensure that their students
get the full benefits of IT integration into
the curriculum. The students need suffi-
cient computing facilities in all aspects of
their year of study which will provide them
with opportunities to explore, learn and
use IT throughout their learning process.

The results also indicate that only half
of the respondents are satisfied with soft-
ware updates, network, and technical sup-
port. Hence, Malaysian Institutions of
Higher Learning should place greater em-
phasis in this area of computing. These ser-
vices are vital in the computing environ-
ment particularly when the networking
trend is taking over the mode of commu-
nication and accessibility of information.
Besides that, technical support staff are
also crucial in assisting academic staff and

students to acquire IT knowledge and
skills.

In terms of IT-related training, the re-
sults suggest that nearly two-thirds of the
academic staff are not satisfied with the
amount of training allocated to them. They
also expressed their dissatisfaction toward
the priority given to IT-related training
compared to other areas of accounting.
Hence, Malaysian Institutions of Higher
Learning should allocate more funds to
train their accounting staff with IT knowl-
edge and skills. This issue is very impor-
tant, as lack of training is one of the cru-
cial factors inhibiting IT integration into the
accounting curriculum.

A majority of accounting academicians
agree that IT knowledge and skills should
be integrated into all major areas of account-
ing, not just focusing on the AIS course.
Most of them know the importance of IT
and agree that IT knowledge and skills are
crucial for the enhancement of the account-
ing profession. However, the results suggest
that the extent of IT knowledge and skills
currently being integrated into the account-
ing curriculum are insufficient. Ideally, IT
knowledge and skills development should
be integrated into all major areas of account-
ing education, i.e. financial and manage-
ment accounting, auditing and taxation.
However, this would require concerted ef-
forts from all individuals in all areas of ac-
counting, not just on the shoulders of a small
group of AIS academicians. About two-
thirds of the accounting academicians per-
ceived that their colleagues are anxious to
learn IT skills. Furthermore, many of them
felt that IT knowledge and skills are more
difficult to teach than to learn. Lack of train-
ing as discussed in the preceding paragraph
might contribute to this situation. Hence,
Malaysian Institutions of Higher Learning
should take every effort necessary to train
all accounting academicians with sufficient
IT knowledge and skills.

Results show that the accounting acade-

micians felt that they received full support
and appreciation toward their efforts to in-
tegrate IT into the accounting curriculum
from their head of department and col-
leagues. This positive attitude toward inte-
grating IT into accounting education should
be shared by all parties, including the Ma-
laysian Institute of Accountants (MIA) as a
regulatory body, the Malaysian Institute of
Certified Public Accountants (MICPA) as a
professional body, and accounting profes-
sionals.

Summary
This study provided evidence of the

readiness of accounting programmes of-
fered by Malaysian Institutions of Higher
Learning to face the challenges of the in-
formation age. The results showed that
most accounting academicians in Malay-
sian are satisfied with the hardware facili-
ties, support and appreciation received
from their heads of department and col-
leagues. Many of them recognise the im-
portance of IT knowledge and skills in en-
hancing the future of the accounting pro-
fession. However, they also showed their
dissatisfaction on several technical aspects
such as adequacy of application software,
network services, technical support, and
allocation of IT-related training. Further-
more, whilst a majority of accounting aca-
demicians feel that IT should be integrated
into all major areas of accounting, many of
them feel that the extent of IT knowledge
and skills being integrated into the ac-
counting curriculum is insufficient. The
findings should stimulate a more rigorous
study to examine the extent, mode and
quality of IT integration into the account-
ing curriculum, and encourage research-
ers to examine the factors that could influ-
ence the integration process.

Dr. Noor Azizi Ismail is an Associate Profes-
sor at the Faculty of Accountancy, University
Utara Malaysia and can be contacted at
azizi833@uum.edu.my.

“… whilst a majority of accounting academicians feel that IT

should be integrated into all major areas of accounting, many

of them feel that the extent of IT knowledge and skills being

integrated into the accounting curriculum is insufficient.”
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Risk Management
AT THE CROSSROADS

by Richard Sharman

Risk management has become a vital ingredient of a successful business.
This is partly due to the need for compliance with increasingly rigorous

regulation and legislation; but it is also due to the knowledge that, if you get
your risk reporting framework right, it can benefit the business as a whole.

Over recent years the remit for
risk management has
changed significantly. During
the 1990s, corporate gover-

nance regulation sought to ensure that risk
management was embraced as a means of
improving the achievement of strategic ob-
jectives. In the UK, this changing landscape
culminated in the Combined Code and asso-
ciated Tumbull Guidance on Internal Control.

For many organisations the increased
need for regulatory compliance has called
for a greater investment in risk management
activities, even if this investment is simply
related to the amount of time that manage-
ment and executives have to spend collat-
ing and reviewing risk information. At the
time of writing we are witnessing the estab-
lishment of what may amount to be the most
significant governance regulation yet, in the
form of the US Sarbanes-Oxley Act.

While it is still too early to predict the im-
pact of this Act, the general consensus is that,
by requiring chief executive officers (CEOs)
and chief financial officers (CFOs) to provide
certification of the effectiveness of internal
controls, the US authorities have ‘raised the
bar’ for standards of corporate governance
for all companies irrespective of whether
they are subject to the new requirements.

It is therefore clearly an opportune time
to review how organisations are seeking
to improve their levels of internal assur-
ance and the adequacy of their internal
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control systems. Though driven by regu-
latory compliance, this ‘raising of the bar’
does not, and should not, overshadow the
value that is now being realised through
employing developed risk management
activity. Whilst many organisations have
increased their investment in risk manage-
ment, and will undoubtedly have to invest
further still, many do not realise the real
benefits, instead viewing risk management
as just another compliance exercise.

In practice, risk management is much
more evolved than just providing assurance
that an organisation has complied with cor-
porate standards. Stakeholder expectation
and the very real pressures of doing busi-
ness have forced organisations to look be-
yond regulatory requirements
and to seek real performance im-
provements from their risk man-
agement activities.

The benefits these organ-
isations are now realising from
developed risk management
activity include:

� improved allocation of re-
sources to the risks that re-
ally matter;

� improved decision making to
support an organisation in
knowingly taking risks;

� enhanced internal and exter-
nal reporting of risk and con-
trol information:

� increase responsiveness to
internal and external change;
and

� improved communication
and knowledge sharing

However, the development of
risk management activity as an aid to per-
formance can, in the main, only be
achieved through getting the basics right.
This has to start with the effective com-
munication of risk information and related
roles, responsibilities and accountabilities
at all organisational levels.

Structure, roles, responsibilities
and accountability

To establish the foundations for effective
risk management and internal assurance,
an appropriate organisational structure
needs to be put in place, which escalates

information on risks and their associated
control mechanisms.

Central to corporate governance prin-
ciples is the ability of the board to effec-
tively monitor and evaluate organisational
performance and its changing business
environment, as well as to effect the devel-
opment of strategy. These things are im-
possible without receipt of information on
organisational risks and opportunities that
is both timely and in keeping with the
organisation’s strategic objectives.

Historically the reporting of risk has been
fragmented, with risks originating in differ-
ent areas of the organisation being reported
separately to the board. Understandably this
left directors unable to adequately assess

their organisation’s risk environment in
anything approaching an holistic way, an
issue especially acute for non-executive di-
rectors who were disadvantaged in the level
of challenge they could provide.

Additionally, with the business environ-
ment changing at an increasing pace it has
become clear that an annual process of the
assessment and review of risk by the board
is not enough for the board to discharge
its governance responsibilities. Although
compliance might be treated as an annual
activity, discrete of any other management
review processes or reporting, the provi-

sion of meaningful risk and control infor-
mation must be more frequent.

Without having an appropriate structure
in place, new or changed risks can easily be
missed and opportunities not exploited.
Whilst compliance is important, it is increas-
ingly  viewed as an additional benefit to that
of the improved decision-making and ac-
countability for risk that results from a well-
structured framework for risk and assurance.

Critical to such a framework are the roles
and responsibilities that are assigned for
risk management throughout an
organisation. The transparent assignment
of roles and responsibilities, and improved
accountability and awareness of risk, is re-
quired for any risk or assurance related

activity to be successful.
Generally the roles, responsi-

bilities and accountabilities fall
into three distinct areas within
organisations:
� the board and its sub-commit-
tees;
� the organisation’s corporate
oversight functions (including
risk management and internal
audit functions): and
� the business operations them-
selves.

Through working with a di-
verse range of organisations, we
have accumulated a number of
key insights into how
organisations are successfully
structuring themselves for risk
and assurance and establishing
a cohesive framework for the
dissemination of strategy and
escalation of risk information.

Figure 1 shows an example
structure for risk management reporting.

The board and its sub-committees
The board is ultimately responsible for

risk management and the effectiveness of
the organisation’s system of internal con-
trol. Generally, responsibility is discharged
through the setting, and communication,
of policy and direction prescribing an
organisational approach to its risk and con-
trol environment.

Through this policy and its related re-
porting requirements, the board must sat-
isfy itself that:

Figure 1   Summary information and risk report flow
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“With increased public reporting requirements emerging in the

US it is vital that interest in the organisational positioning and

promotion of risk management activity also increases. The

CROs role provides a focal point for meeting this need and it is

reasonable to expect that appointments of a corporate officer or

director responsible for risk management and internal assurance

at a senior organisational level will become more widespread.”

Risk Management at the Crossroads

� significant risks faced by the organ-
isations are being managed appropriately;

� any system of risk management and in-
ternal assurance within the organisation
is robust enough to respond to changes
in its business environment;

� the organisation and reporting structure
will support the delivery of the policy on
an ongoing basis; and

� the board receives the right information
for it to adequately discuss and challenge
on risk issues, their mitigation and the
overall risk appetite of the organisation.

Many boards are finding that the level
of oversight these requirements necessi-
tate demands an executive forum for de-
veloping risk management in the
organisation and for oversight and super-
vision of its implementation in compliance
with the principles established.

Risk management committees are be-
coming increasingly important in the ap-
proach that organisations take to risk and
assurance at a senior level. To operate ef-
fectively risk management committees
need to be structured and tasked with the
same level of care as audit and executive
committees. A developed ‘terms of refer-
ence’ is a must, which, as a minimum, gen-
erally requires the committee to:

� develop risk strategy agreement by the
board;

� interpret and summarise the outputs
from the organisational risk identifica-
tion and assessment activity;

� monitor emerging issues in the organ-
isations risk and control environment;
and

� act as a forum for sharing risk manage-
ment knowledge, experience and best
practice across the organisation.

A mistake that is often made in the com-
position of risk management committees
is the limitation of membership to corpo-
rate functions, without any representation
from the organisation’s operational/execu-
tive management.

To drive accountability for the risks an
organisation faces, the owners of those
risks have to represent them at such a fo-
rum. In turn, corporate functions, in addi-
tion to their development of organisational
policy and direction in their disciplines, are

required to provide challenge on the ad-
equacy of the assessments of risk provided
by operational management.

Corporate oversight functions
When referring to the corporate func-

tions tasked with the provision of direction
and assurance on organisational risk and
the control environment, focus naturally
falls on corporate risk management and in-
ternal audit functions.

However, such a focus often fails to
recognise the role that other functions play
in these processes. All oversight functions
are responsible for the development of
policy, and the monitoring of its implemen-
tation, in their areas of responsibility.

For example, finance directors (FDs)
design processes to meet the requirements

of certain financial standards, champion
their implementation and provide support
to the business as this proceeds. Follow-
ing this they will report to the board or its
appropriate sub-committee that the pro-
cesses are in place and operating effec-
tively — internal assurance.

As this is replicated across all corporate
oversight functions it is easy to understand
why the right structure is needed to pull
together the assurance that all this activ-
ity provides. Whilst we will proceed to de-
tail how this activity is undertaken by the
corporate risk management function, it is
worth pausing to understand the respon-
sibilities of all corporate functions in cre-
ating the right environment for risk man-
agement and the right procedures for pro-
viding assurance.

Enter the ‘chief risk officer’
To date, risk management has, tradition-

ally, been viewed as the responsibility of
the FD, often due to the financial focus on

risk prompted by risk financing strategies
and insurance. Over recent years the fo-
cus of risk and assurance has shifted away
from that of purely financial impact and has
begun to better recognise the more intan-
gible nature of risk.

The rising profile of risk management in
recent years, compounded by the increasing
burden placed on boards by stakeholders for
effective, integrated risk management, and
a recognition of the limitations of the frag-
mented approach detailed earlier, has led
some organisations to refocus the risk man-
agement role away from the FD and sought
to create a single senior corporate position
for the enterprise-wide co-ordination of risk
management and assurance orientated activ-
ity — that of the chief risk officer (CRO).

It is worth noting at this stage that, per-

haps unsurprisingly, the term CRO was
first coined in the US but it would be in-
correct to view the position as lacking in
translation. Many European organisations
also have appointed an individual respon-
sible for the integrated management of risk
management and assurance activity. It is
just that they are not called CROs — some
are called ‘director of risk and assurance’
or ‘corporate head of risk’. What links them
all is their drawing together of previously
fragmented approaches to risk and assur-
ance and this principle is of far more im-
portance than their titles.

With increased public reporting require-
ments emerging in the US it is vital that
interest in the organisational positioning
and promotion of risk management activ-
ity also increases. The CROs role provides
a focal point for meeting this need and it is
reasonable to expect that appointments of
a corporate officer or director responsible
for risk management and internal assur-
ance at a senior organisational level will be-
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come more widespread.
So what exactly does the CROs role in-

volve? Primarily he/she is responsible for
developing and implementing an enter-
prise-wide strategy as agreed by the board,
that encompasses all aspects of
organisational risk. Generally they will
work closely with the CEO, the board and
its sub-committees (including the risk man-
agement committee where in place) to
achieve an enterprise-wide perspective of
risk and their associated controls, looking
across all business units to anticipate all
the risks that threaten the organisation.

Ultimately, the CROs role provides over-
all leadership, vision and direction for risk
and assurance activity. The position can be
seen to enable a truly enterprise-wide ap-
preciation of risk across all operations and
functions, key to this being liaison with
other corporate functions as detailed
above, and to facilitate an improvement in
the quality of discussion on risk and assur-
ance issues at the senior corporate level.

The role of the CRO is not necessarily that
of technical specialist in the disciplines of
risk management and assurance as, gener-
ally speaking, these technical specialisms
would sit under the position in the form of
heads of risk management, internal audit,
insurance etc. What is important is that the
person who is appointed to the CROs role
is able to operate effectively at all levels of
the business, is able to organise and moti-
vate others and establish a continuous dia-
logue with senior executives, management
and potentially external stakeholders.

Business operations
Lastly we turn our attention to the role

of business operations in the effectiveness
of organisational risk management and as-
surance structures. The business owns and
manages risk on a day-to-day basis, is re-
sponsible for the implementation of corpo-
rate policy as developed by the participants
already detailed and for the provision of as-
surance to the board, via the risk and as-
surance structure, that they have done so.

Ultimately all of the structure we have
already detailed will be meaningless if the
business’s operations fail to be engaged in
the risk and assurance process. It is here
that risk management is reduced to its
most basic and essential level — how em-

ployees regard and evaluate risk in their
day-to-day activities. The management of
business operations are themselves subject
to legislation in such areas as health and
safety but the focus and appreciation of risk
should permeate the whole organisation
and should ultimately form part of every
employees role and responsibility.

Delivering performance
At this level, risk management is in es-

sence a behaviour. Much has been written
about the way we as individuals approach
risks in our day-to-day lives and how, for
nearly every decision we make, an assess-
ment of the risks attached is undertaken
often unconsciously. While it takes a dif-
ferent mode of thinking to undertake this
process for the decisions we make on be-
half of our employers, it is generally true
that this also occurs.

However, the considerations which indi-
viduals give to the risks in their environment
vary greatly — variations that may be unac-
ceptable for organisations requiring a con-
sistent and thorough approach at all levels.
Naturally, there are exceptions to this obser-
vation as certain roles carry with them the
need to take more or less risk to be success-
ful in both an individual and organisational
sense. For example, the role of a salesman
compared to that of an employee responsible
for maintaining a key item of production
machinery. But generally successful interpre-
tation and implementation of organisational
risk management strategy relies on a com-
mon understanding of the level of risk ac-
ceptable to the organisation.

As a result some organisations are focus-
ing on how they can influence their employ-
ees approach to the risks they encounter
from a behavioural perspective. Elements
of such an approach may include training
programmes for new joiners and develop-
ing managers, and risk management as a
defined organisational behaviour in man-
agement and executive appraisals.

Building accountability for risk needs to
occur at all levels of an organisation to estab-
lish credibility. What is asked of employees
at an operational level needs to be mirrored
in the business-planning process undertaken
at more senior management levels.

Rather than conduct the identification
and assessment of risk as a discrete annual

exercise, some organisations are now de-
veloping ways of better aligning their cor-
porate risk assessment and business plan-
ning processes. Under this approach, risks
are identified and assessed and used in the
discussions to set targets that are both
challenging and achievable.

Conclusion
It is understandable that some organ-

isations may not be so focused on driving
improved organisational per formance
through their risk management activities.
However, for many, the current develop-
ments in corporate governance and related
accountability may provide an incentive to
review the effectiveness of the processes
they have put in place to assess organ-
isational risk.

Whilst compliance is clearly necessary, it
increasingly makes sense to realise some
greater return on your risk management in-
vestment for the benefit of the organisation
and its stakeholders. Indeed as awareness
of these concepts grows, so too does the level
of stakeholder expectation. As organisations
will no longer find it so easy to ignore these
developments it may be worthwhile asking
yourself the following questions about your
own approach to risk and assurance:

� is the business clear on its risk manage-
ment responsibilities? Where does ac-
countability for risk and assurance cur-
rently lie?

� is our approach to risk management get-
ting buy-in from across our organisation?

� how adequate is the quality of informa-
tion (format, content, frequency) on risk
and assurance received at board level?

� how well do we use risk management in-
formation as part of our decision mak-
ing processes on a day-to-day decision
making basis?

� how well integrated are our risk manage-
ment and business strategies? and

� are we currently getting value for money
(or any real value) from our risk man-
agement activity?

Richard Sharman is the Director of KPMG’s
Enterprise Risk Management (ERM) practice
in the UK and is responsible for developing
ERM services across Europe. This article ap-
peared in the Institute of Chartered Accountants
in England and Wales published journal Man-
agement Quarterly in January 2003.
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Compliance Exposures in ERP Systems

What’s the Problem?
Major enterprises around the world rely

on ERP systems for both operational pur-
poses and financial reporting. In doing so,
the ERP systems become an integral part
of the corporate governance and legal com-
pliance landscape.

Whilst most IT management attention
seems to be on document retention, report-
ing quality, and security, there are much
broader issues to be considered to ensure
good governance and compliance with
regulations. In particular, managements
are required to demonstrate they have ap-
propriate processes in place to support
good value and risk management. In addi-
tion, auditors are now focused on verify-
ing the processes that produce data in ad-
dition to the reported information itself.

Financial reporting across multinational
enterprises must be consistent and com-
parable. In reality, this means that the ERP
systems employed must be the same sys-
tem, at the same release level, and be
implemented in the same way.

ERP systems are significant investments
with long-term impacts on major enterprises.
Meta Group reckons that the cost of a 1,000
users system is £21.7 million each year based
on a five-year average. For all these reasons
the compliance of any ERP system must be
a focus for the CEO and CFO, and not as-
signed to IT as a technology project.

A body of evidence is now available that
points to serious issues with compliance in
the way ERP systems are implemented by
companies and their consultants. West Trax
Applications, which provides analytical and
diagnostic services for ERP system users,
has undertaken some 300 benchmarks for
over 60 enterprises across Europe in 2003-
2005, and the results are disturbing.

� Not one organisation was using more
than 50 per cent of the vendor software
they were licensed and paying for. Soft-
ware that is never used only adds to costs
without contributing to ROI. Some trans-
actions may not be needed by the specific
enterprise or subsidiary, some may re-
quire modification while some may sim-
ply be overlooked. However, the sample
shows that companies are paying a sig-
nificant overhead for the software they
are actually using. There is also the strong
probability that they are missing valuable

opportunities to optimise their systems
and operations by not implementing avail-
able software that they are already pay-
ing for. Who is tasked within the enter-
prise to continuously review this un-
tapped opportunity? IT? Finance?

� In most of the systems analysed, the pro-
portion of ERP vendor transactions used
was surprisingly low. More than half of
the software actually used was custom
code written by internal staff or external
consultants. The ERP vendor software
may be compliant, but not necessarily the
total system. One of the key features of
leading ERP systems is the integration be-
tween the various modules, enabling pro-
cesses to easily span functions. This is
both efficient and
also provides a
solid internal con-
trol structure — a
key compliance re-
quirement. Hence,
compliance is
weakened when
software modules
are not fully imple-
mented and a pro-
cess or transaction
is interrupted or incomplete.

� Many of the custom programmes were
seldom or never used. Unless deleted,
these redundant programmes continue
to incur support costs, over and above
standard vendor maintenance charges.

� In the systems analysed, the annual costs
associated with custom software ranged
from circa £250,000 to over £2 million.
In the enterprises benchmarked, ERP
vendor maintenance costs (based on a
fixed percentage of the licence fee) were
more than twice the level justified sim-
ply because less than 50 per cent of the
software was actually used.

� The interfaces between vendor code and
custom code showed major internal con-
trol exposures. They may be poorly
documented and lack audit approval.
Cross-functional processes are rarely
understood and monitored because IT
organisations and skills are commonly
focused on ver tical applications e.g.
manufacturing, finance, sales.

� The most revealing information from

these benchmarks was that, in most
cases, the CEO and CFO did not know
they had a problem. The results came
as a surprise, and the lack of previous
visibility a serious concern, and a real
compliance issue.

Whilst some ERP vendors are now offer-
ing software tools to tackle compliance is-
sues, these can only apply to the vendor’s
own software. If the enterprise is not using
50 per cent of the vendor software, then these
tools are a questionable investment. And, the
custom built software is not included in the
support, training and documentation pro-
vided by the ERP vendor, plus the original
implementation team has moved on to other
projects — another compliance exposure.

“What is possibly
more surprising
than this habit of
customising more
than half the applica-
tion is the fact that in
most instances the
CFO knows nothing
about it — revelling
in the warm glow
created by the cer-
tain knowledge that

his or her organisation is using a standard
set of processes and that this has done no
harm at all to their CV. What is particularly
worrying is that much of this custom code
is undocumented and involves the use of pri-
vate spreadsheets. Most CFOs and CIOs
think their organisations just have one ver-
sion of the truth — held in ERP data files.
Nothing could be further from the truth.

All of this should be ringing alarm bells
for those with any responsibility for com-
pliance. Undocumented, multiple versions
of the truth are exactly what the regula-
tory authorities are keen to unearth,” says
Martin Butler of the Butler Group.

There is an interesting aspect of compli-
ance worthy of mention at this point, and
this relates to companies that are involved
in Mergers & Acquisitions (M&A) activity.

It is well known that different computer
systems can impede or even prevent a suc-
cessful M&A situation. But often compa-
nies proceed on the basis that they both
“run the same ERP system”. This may be
so, and the systems may even be at the
same vendor release level.

“Most CFOs and CIOs think

their organisations just have

one version of the truth — held

in ERP data files. Nothing could

be further from the truth.”

Martin Butler, Butler Group
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Compliance Exposures in ERP Systems

However, what if the two companies are
running different transactions within the
vendor system? What if they have written
custom codes for completely different trans-
actions? What if one has implemented a spe-
cific vendor module, but the other has cho-
sen to use only a sub-set? Based on the West
Trax data, this is the most likely situation. In
which case, the two companies are running
two completely incompatible ERP systems.

Do they know? Who can tell them?
Actions for Management Accountants

One of the most common reasons for
these worrying results is the failure of
organisations to conduct ongoing post-
implementation reviews, to track realised
benefits versus the original goals, and to
do this throughout the life cycle of the ERP
system. Evaluating the strategic benefits
and legal compliance provided by ERP sys-
tems cannot be made on purely technical
grounds. If the task of assessing attainment
of these goals is delegated downwards
within an organisation, the focus will be on
tactical or technical measurements.

So, here are a few key questions for
Management Accountants to ask their IT
colleagues, with a request for objective
answers based on real data, and in straight-
forward business language.

� What percentage of the ERP vendor soft-
ware licensed is actually being used?
What are the plans to optimise the cur-
rent applications, or to conduct a cost/
benefit analysis of lightly used modules?

� What percentage of the custom code is
essential, what percentage can be re-
placed with vendor code, and what per-
centage is unused? What are the plans
to delete the unused code before the
next software release, or request for
more server capacity?

� Which processes and transactions con-
tain interfaces between vendor and cus-
tom code? Are they documented, and
approved by Internal Audit?

The next step would be to use a combina-
tion of System Benchmarking and Activity
Based Costing to express the problem in
financial terms. First, all planned costs as-
sociated with the four system components
(or “activities”) would be established by
using Zero Based Budgeting (ZBB) (Used

Vendor Code, Unused Vendor Code, Used
Custom Code, Unused Custom Code). The
process would then be repeated to reveal
and review the actual costs for appropriate
time periods. A management analysis of
activities not delivering targeted benefits
would result in their elimination or revised
targets and costs based on ZBB. This analy-
sis process could also be employed when
reviewing and approving new projects, soft-
ware upgrades, server consolidations, and
particularly outsourcing.

If the ERP system is outsourced, or
outsourcing is being considered, these
questions should be in the outsourcing
contract as essential components of system
monitoring and the contractor’s continuous
improvement programme. Outsourcing
does not remove the responsibility for com-
pliance — it just makes the job more com-
plex. Following a decision to outsource,
then ZBB is also an effective tool in the
process of re-establishing the in-house IT
organisation. One of the critical new roles
for IT and Finance together is conducting
ongoing post-implementation reviews —
benchmarking at quarterly intervals would
make this an objective exercise, based on
real system data. These reviews can also
be the forum for developing system effi-
ciencies and, hence, driving down
outsourcing contractor fees.

The final area for consideration in this
article concerns the internal control expo-
sures created by over-dependence on cus-
tom code — issues like documentation,
training, and skill retention have a direct
impact; but also the interfaces within and
between custom applications and vendor
software are fraught with dangers. To iden-
tify and tackle these exposures requires
accurate benchmarking data throughout
the various layers of the system, and across
the vertical or functional applications.

Two actions are required — first, to
scope and tackle the problems with exist-
ing systems which requires the co-opera-
tion of IT, Management Accounting and
Internal Audit; second, to establish the
management process for the review and
approval of all future proposals to imple-
ment custom code rather than vendor code
in new systems or modules.

Compliance exposures in ERP systems
are a reality today, and a key responsibil-
ity of CEOs and CFOs. Technology is now
available to identify problem areas and cor-
rective action, and this is also an opportu-
nity for Management Accountants to take
the lead in tackling the problem.

Ken Gorf FCMA is Chief Financial Officer of
West Trax Applications LLC, UK. This article is
contributed by CIMA, The Chartered Institute
of Management Accountants, Malaysia Division.

“Compliance exposures in ERP systems are a reality today, and a

key responsibility of CEOs and CFOs. Technology is now available

to identify problem areas and corrective action, and this is also an

opportunity for Management Accountants to take the lead in

tackling the problem.”

AT
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IT Integration
in Accounting

Education
ARE WE READY?

by Dr. Noor Azizi Ismail, Dr. Mahamad Tayib and Basariah Salim

In today’s IT environment, the increasing number of nations that are moving to ICT gadgets
has created an urgent need for the international accounting profession to enhance its IT
knowledge and skills. Even though the IT know-how is already in the International Federa-
tion of Accountants’ (IFAC) main agenda, the extent to which these agendas have been
implemented and the response from the accounting professional providers remain an issue.
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IT Integration in Accounting Education: Are we ready?

One of the main objectives of
accounting education at the
university level is to expose
students for positions as pro-

fessional accountants. In the past, account-
ing programmes were merely judged by
students’ technical abilities nurtured by the
curriculum, namely by way of financial ac-
counting recording processes, manage-
ment accounting techniques, tax rules, and
audit procedures (Boritz, 1999). The ad-
vancement of IT over the last two decades
has created many new challenges and op-
portunities for the accounting profession,
hence of accounting education (Elliot,
1992). IT is fast changing the way in which
organisations operate, the nature and
economies of accounting activities, and the
competitive environment in which accoun-
tants participate (IFAC, 2003). Therefore,
IT can no longer be considered a discipline
peripheral to accounting. Rather, the ac-
counting profession needs to merge and
develop with IT to such an extent that one
can hardly conceive of accounting indepen-
dent from IT.

In recognition of the importance of IT in
accounting education, IFAC issued the In-
ternational Education Standards and
Guidelines to ascertain essential elements
(e.g., subject matter, methods and tech-
niques) that education and development
programmes are expected to contain and
that have the potential for international rec-
ognition, acceptance and application. The
issuance of the International Education
Guidelines 11 (IEG11), for example, is to
observe the type of IT knowledge to be
integrated into the curriculum. This guide-
line has established a framework for
organising IT-oriented education for pro-
fessional accountants and the core areas
of knowledge and skill to be covered.

Whilst many past studies focused on the
type and extent of IT knowledge and skills
to be integrated into the accounting cur-
riculum, the introduction of the IFAC In-
ternational Education Standards and
Guidelines for Professional Accountants
have shifted the research emphasis to the
factors that contribute to the success of IT
integration into the accounting curriculum.
Several studies have suggested the lack of
IT knowledge and skills being integrated
into the accounting curriculum. Among the

inhibiting factors are shortage of IT back-
ground instructors, computing facilities for
students, financial resources required to
keep those facilities up to date and insuffi-
cient technical support staff.

This paper investigates the perceptions
of accounting academicians toward the is-
sue of IT integration into the accounting
curriculum in the specific context of Ma-
laysian Institutions of Higher Learning.
Findings from this study will provide some
insights into the readiness of accounting
programmes offered by Malaysian Institu-
tions of Higher Learning facing the chal-
lenges of the information age. By under-
standing their perceptions toward the is-
sue, it will help the policymakers and the
administrators plan and co-ordinate the IT
implementation and allocation of resources
for them to move forward with technology-
based approaches in terms of teaching and
the learning environment.

Method
A mail questionnaire was used to gather

data. Letters, together with the question-
naire and a self-addressed envelope were
sent out to 220 accounting academicians
of nine Public and Private Institutions of
Higher Learning offering accounting de-
gree programmes in Malaysia. Seventy-six
usable questionnaires were eventually re-
turned representing a 35 per cent response
rate. The questionnaire was divided into
two major sections. The first section of the
questionnaire focused on the general back-
ground of the respondents: academic back-
ground; teaching and research
specialisation; years of teaching experi-
ence; work experience in information sys-
tems; age; and gender. The second section
of the questionnaire was designed to elicit
respondents’ perceptions toward: hard-
ware and software adequacy; updated soft-
ware and services satisfaction; training
sufficiency and priority; appreciation and
support from head of department, col-
leagues and students; staff commitment;
IT integration; and difficulties in learning
and teaching IT-related courses.

Results
Preliminar y analysis of the sample

showed that 83 per cent of the respondents
were from Public Institutions of Higher

Learning and 17 per cent were from Pri-
vate Institutions of Higher Learning. In
terms of academic rank, 15 per cent of the
respondents were either professors or as-
sociate professors, and 85 per cent were
either assistant professors or lecturers.
Eighteen per cent of the respondents held
a PhD, 75 per cent a Masters degree, and
about seven per cent possessed profes-
sional qualifications. About 45 per cent of
the respondents obtained their highest
degree from overseas, whilst 54 per cent
of the respondents reported that they re-
ceived a formal accounting and information
systems (AIS) education and training, 72
per cent of them did not have any AIS work-
related experience. Almost 60 per cent of
the respondents had teaching experience
of more than five years.

Are We Ready?
Table 1 shows the results of the percep-

tions of accounting academicians toward
the issue of IT integration into the account-
ing curriculum. These variables were mea-
sured using a five-point scale from 1
(strongly disagree) to 4 (strongly agree),
and 0 (no opinion). To simplify the follow-
ing description, the responses for point ‘1’
and point ‘2’ of the scale are treated as one
category called ‘agree’. Similarly, point ‘3’
and point ‘4’ are treated as one category
called ‘disagree’. The point ‘0’ is labelled
the ‘no opinion’ category.

Hardware and Software Adequacy
The majority (82 per cent) of the respon-

dents agree that the number of personal
computers for staff to acquire IT skills are
adequate. However, the study received a
mixed opinion on whether the number of
personal computers for students to acquire
IT skills are adequate. Fifty-five percent of
the respondents agree while about 40 per
cent disagree with the statement. Mean-
while, about half of the respondents agree
that application software required to inte-
grate IT in accounting are adequate, 40 per
cent disagree, while nine per cent of the
respondents have no opinion to the state-
ment. Results indicate that hardware facili-
ties for staff to acquire IT skills are ad-
equate in most Malaysian Institutions of
Higher Learning. Therefore, consideration
should be given to the issue of hardware
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facilities for students and adequacy of ap-
plication software based on the mixed opin-
ion of the respondents.

Software Update and Services
Satisfaction

Nearly 50 per cent of the respondents
agree that application software required to
integrate IT in accounting are updated.
Results also depict that 58 per cent of re-
spondents agree that network services are
satisfactory, whilst 38 per cent of the re-

spondents show their dissatisfaction.
About 52 per cent of respondents agree
that the support for computing services
from technical staff is satisfactory, 41 per
cent of them disagree and 7 per cent do
not have any opinion. These results indi-
cate that only about half of the respondents
agree with the application software up-
dates, network services and support for
computing services, and hence more ef-
forts need to be done by Malaysian Insti-
tutions of Higher Learning to further up-

grade their computing facilities.

Training Sufficiency and Priority
In terms of training sufficiency and pri-

ority, the results show that only 38 per cent
of the respondents agree with the state-
ment that training for staf f to acquire
knowledge and skills in IT are sufficient,
whilst 61 per cent of the respondents dis-
agree. Fifty-two per cent of the respondents
also disagree with the statement that train-
ing in accounting and IT/IS is always given
a higher priority than other areas of ac-
counting. The results suggest that training
for staff to acquire IT knowledge and skills
is still insufficient in Malaysian Institutions
of Higher Learning.

Appreciation and Support
The results show that a majority of the

respondents agree that their efforts to in-
tegrate IT into the accounting curriculum
were appreciated and supported by heads
of department, colleagues and students.

Staff Commitment
In terms of staff commitment, the results

show that 92 per cent of the respondents
agree with the statement that accounting aca-
demicians know the importance of IT in ac-
counting. Ninety-one percent of the respon-
dents also agree that IT knowledge and skills
is crucial for the enhancement of the account-
ing profession. However, 66 per cent of the
respondents perceived that accounting aca-
demicians are a bit apprehensive about learn-
ing IT skills. This finding suggests that al-
though a majority of respondents are aware
of the importance of IT in accounting, some
of them are still hesitant to learn and acquire
IT knowledge and skills.

IT Integration
Nearly half of the respondents perceived

that the extent of IT knowledge and skills
currently integrated into the accounting
curriculum are suf ficient. When asked
whether IT knowledge and skills should
be integrated into all major areas of ac-
counting, 87 per cent of the respondents
agree with the statement. Only 13 per cent
of the respondents felt that IT knowledge
and skills should only be taught in AIS sub-
jects. The result implies that the extent of
IT knowledge and skills currently being

Agree Disagree No Opinion
Adequacy of Hardware and Software

a. Hardware facilities, i.e. number of PCs for staff to
acquire IT skills are adequate 82 17 1

b. Hardware facilities, i.e. number of PCs for students
to acquire IT skills are adequate 41 55 4

c. Application software required to integrate IT in
accounting are adequate 51 40 9

Software Updated and Services Satisfactory

a. Application software required to integrate IT in
accounting are updated 49 37 14

b. Network services are satisfactory 58 38 4
c. Support for computing services from technical

staff is satisfactory 52 41 7

Sufficiency and Priority of Training

a. Training for staff to acquire knowledge and skills
in IT are sufficient 38 61 1

b. Training in accounting and IT/IS is always given a
higher priority than other areas of accounting 39 52 9

Appreciation and Support

a. Appreciated by head of department 88 8 4
b. Fully supported by head of department 87 9 4
c. Appreciated by colleagues 76 18 6
d. Fully supported by colleagues 71 21 8
e. Appreciated by students 74 10 16
f. Fully supported by students 69 17 14

Importance and Apprehensiveness to Learn IT

a. Accounting academicians know the importance of
IT in accounting 92 7 1

b. IT knowledge/skills is crucial for the enhancement
of accounting profession 91 8 1

c. Accounting academicians are apprehensive to learn
the IT skills 66 29 5

IT integration

a. The extent of IT knowledge/skills currently
integrated in accounting curriculum are sufficient 47 45 8

b. IT knowledge/skills should be integrated into all
major areas of accounting 87 10 3

c. IT knowledge/skills should only be taught in
Accounting and Information Systems subjects 13 84 3

Difficulties in Learning and Teaching IT

a. IT knowledge/skills is very difficult to learn 9 90 1
b. IT knowledge/skills is very difficult to teach 18 75 7

Table 1  Frequency Distribution (%)

IT Integration in Accounting Education: Are we ready?
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integrated into the accounting curriculum
is insufficient. Furthermore, IT knowledge
and skills should be integrated into all
major areas of accounting and not merely
the AIS course.

Difficulties in Learning and Teaching IT
Finally, Table 1 shows the respondents’

perception regarding the difficulties in
learning and teaching IT knowledge and
skills. Ninety per cent of the respondents
felt that IT knowledge and skills is not very
difficult to learn, whilst 75 per cent of re-
spondents felt that IT knowledge and skills
are not very difficult to teach. The results
suggest that accounting academicians per-
ceived that IT knowledge and skills are
more dif ficult to teach than to acquire
them.

Discussion
In this paper, we explored the perceptions

of accounting academicians in Malaysia to-
ward the issue of IT integration into the ac-
counting curriculum. Various issues, which
are believed to have influenced IT integra-
tion, were sought from the respondents.

The results relating to the issue of hard-
ware and software adequacy suggest that
hardware facilities for academic staff to
acquire IT skills are adequate. However,
emphasis should be given to the hardware
facilities for students and adequacy of ap-
plication software, as respondents seem to
have differing opinions on these two is-
sues. Malaysian Institutions of Higher
Learning need to ensure that their students
get the full benefits of IT integration into
the curriculum. The students need suffi-
cient computing facilities in all aspects of
their year of study which will provide them
with opportunities to explore, learn and
use IT throughout their learning process.

The results also indicate that only half
of the respondents are satisfied with soft-
ware updates, network, and technical sup-
port. Hence, Malaysian Institutions of
Higher Learning should place greater em-
phasis in this area of computing. These ser-
vices are vital in the computing environ-
ment particularly when the networking
trend is taking over the mode of commu-
nication and accessibility of information.
Besides that, technical support staff are
also crucial in assisting academic staff and

students to acquire IT knowledge and
skills.

In terms of IT-related training, the re-
sults suggest that nearly two-thirds of the
academic staff are not satisfied with the
amount of training allocated to them. They
also expressed their dissatisfaction toward
the priority given to IT-related training
compared to other areas of accounting.
Hence, Malaysian Institutions of Higher
Learning should allocate more funds to
train their accounting staff with IT knowl-
edge and skills. This issue is very impor-
tant, as lack of training is one of the cru-
cial factors inhibiting IT integration into the
accounting curriculum.

A majority of accounting academicians
agree that IT knowledge and skills should
be integrated into all major areas of account-
ing, not just focusing on the AIS course.
Most of them know the importance of IT
and agree that IT knowledge and skills are
crucial for the enhancement of the account-
ing profession. However, the results suggest
that the extent of IT knowledge and skills
currently being integrated into the account-
ing curriculum are insufficient. Ideally, IT
knowledge and skills development should
be integrated into all major areas of account-
ing education, i.e. financial and manage-
ment accounting, auditing and taxation.
However, this would require concerted ef-
forts from all individuals in all areas of ac-
counting, not just on the shoulders of a small
group of AIS academicians. About two-
thirds of the accounting academicians per-
ceived that their colleagues are anxious to
learn IT skills. Furthermore, many of them
felt that IT knowledge and skills are more
difficult to teach than to learn. Lack of train-
ing as discussed in the preceding paragraph
might contribute to this situation. Hence,
Malaysian Institutions of Higher Learning
should take every effort necessary to train
all accounting academicians with sufficient
IT knowledge and skills.

Results show that the accounting acade-

micians felt that they received full support
and appreciation toward their efforts to in-
tegrate IT into the accounting curriculum
from their head of department and col-
leagues. This positive attitude toward inte-
grating IT into accounting education should
be shared by all parties, including the Ma-
laysian Institute of Accountants (MIA) as a
regulatory body, the Malaysian Institute of
Certified Public Accountants (MICPA) as a
professional body, and accounting profes-
sionals.

Summary
This study provided evidence of the

readiness of accounting programmes of-
fered by Malaysian Institutions of Higher
Learning to face the challenges of the in-
formation age. The results showed that
most accounting academicians in Malay-
sian are satisfied with the hardware facili-
ties, support and appreciation received
from their heads of department and col-
leagues. Many of them recognise the im-
portance of IT knowledge and skills in en-
hancing the future of the accounting pro-
fession. However, they also showed their
dissatisfaction on several technical aspects
such as adequacy of application software,
network services, technical support, and
allocation of IT-related training. Further-
more, whilst a majority of accounting aca-
demicians feel that IT should be integrated
into all major areas of accounting, many of
them feel that the extent of IT knowledge
and skills being integrated into the ac-
counting curriculum is insufficient. The
findings should stimulate a more rigorous
study to examine the extent, mode and
quality of IT integration into the account-
ing curriculum, and encourage research-
ers to examine the factors that could influ-
ence the integration process.

Dr. Noor Azizi Ismail is an Associate Profes-
sor at the Faculty of Accountancy, University
Utara Malaysia and can be contacted at
azizi833@uum.edu.my.

“… whilst a majority of accounting academicians feel that IT

should be integrated into all major areas of accounting, many

of them feel that the extent of IT knowledge and skills being

integrated into the accounting curriculum is insufficient.”

AT
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Risk Management
AT THE CROSSROADS

by Richard Sharman

Risk management has become a vital ingredient of a successful business.
This is partly due to the need for compliance with increasingly rigorous

regulation and legislation; but it is also due to the knowledge that, if you get
your risk reporting framework right, it can benefit the business as a whole.

Over recent years the remit for
risk management has
changed significantly. During
the 1990s, corporate gover-

nance regulation sought to ensure that risk
management was embraced as a means of
improving the achievement of strategic ob-
jectives. In the UK, this changing landscape
culminated in the Combined Code and asso-
ciated Tumbull Guidance on Internal Control.

For many organisations the increased
need for regulatory compliance has called
for a greater investment in risk management
activities, even if this investment is simply
related to the amount of time that manage-
ment and executives have to spend collat-
ing and reviewing risk information. At the
time of writing we are witnessing the estab-
lishment of what may amount to be the most
significant governance regulation yet, in the
form of the US Sarbanes-Oxley Act.

While it is still too early to predict the im-
pact of this Act, the general consensus is that,
by requiring chief executive officers (CEOs)
and chief financial officers (CFOs) to provide
certification of the effectiveness of internal
controls, the US authorities have ‘raised the
bar’ for standards of corporate governance
for all companies irrespective of whether
they are subject to the new requirements.

It is therefore clearly an opportune time
to review how organisations are seeking
to improve their levels of internal assur-
ance and the adequacy of their internal
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Risk Management at the Crossroads

control systems. Though driven by regu-
latory compliance, this ‘raising of the bar’
does not, and should not, overshadow the
value that is now being realised through
employing developed risk management
activity. Whilst many organisations have
increased their investment in risk manage-
ment, and will undoubtedly have to invest
further still, many do not realise the real
benefits, instead viewing risk management
as just another compliance exercise.

In practice, risk management is much
more evolved than just providing assurance
that an organisation has complied with cor-
porate standards. Stakeholder expectation
and the very real pressures of doing busi-
ness have forced organisations to look be-
yond regulatory requirements
and to seek real performance im-
provements from their risk man-
agement activities.

The benefits these organ-
isations are now realising from
developed risk management
activity include:

� improved allocation of re-
sources to the risks that re-
ally matter;

� improved decision making to
support an organisation in
knowingly taking risks;

� enhanced internal and exter-
nal reporting of risk and con-
trol information:

� increase responsiveness to
internal and external change;
and

� improved communication
and knowledge sharing

However, the development of
risk management activity as an aid to per-
formance can, in the main, only be
achieved through getting the basics right.
This has to start with the effective com-
munication of risk information and related
roles, responsibilities and accountabilities
at all organisational levels.

Structure, roles, responsibilities
and accountability

To establish the foundations for effective
risk management and internal assurance,
an appropriate organisational structure
needs to be put in place, which escalates

information on risks and their associated
control mechanisms.

Central to corporate governance prin-
ciples is the ability of the board to effec-
tively monitor and evaluate organisational
performance and its changing business
environment, as well as to effect the devel-
opment of strategy. These things are im-
possible without receipt of information on
organisational risks and opportunities that
is both timely and in keeping with the
organisation’s strategic objectives.

Historically the reporting of risk has been
fragmented, with risks originating in differ-
ent areas of the organisation being reported
separately to the board. Understandably this
left directors unable to adequately assess

their organisation’s risk environment in
anything approaching an holistic way, an
issue especially acute for non-executive di-
rectors who were disadvantaged in the level
of challenge they could provide.

Additionally, with the business environ-
ment changing at an increasing pace it has
become clear that an annual process of the
assessment and review of risk by the board
is not enough for the board to discharge
its governance responsibilities. Although
compliance might be treated as an annual
activity, discrete of any other management
review processes or reporting, the provi-

sion of meaningful risk and control infor-
mation must be more frequent.

Without having an appropriate structure
in place, new or changed risks can easily be
missed and opportunities not exploited.
Whilst compliance is important, it is increas-
ingly  viewed as an additional benefit to that
of the improved decision-making and ac-
countability for risk that results from a well-
structured framework for risk and assurance.

Critical to such a framework are the roles
and responsibilities that are assigned for
risk management throughout an
organisation. The transparent assignment
of roles and responsibilities, and improved
accountability and awareness of risk, is re-
quired for any risk or assurance related

activity to be successful.
Generally the roles, responsi-

bilities and accountabilities fall
into three distinct areas within
organisations:
� the board and its sub-commit-
tees;
� the organisation’s corporate
oversight functions (including
risk management and internal
audit functions): and
� the business operations them-
selves.

Through working with a di-
verse range of organisations, we
have accumulated a number of
key insights into how
organisations are successfully
structuring themselves for risk
and assurance and establishing
a cohesive framework for the
dissemination of strategy and
escalation of risk information.

Figure 1 shows an example
structure for risk management reporting.

The board and its sub-committees
The board is ultimately responsible for

risk management and the effectiveness of
the organisation’s system of internal con-
trol. Generally, responsibility is discharged
through the setting, and communication,
of policy and direction prescribing an
organisational approach to its risk and con-
trol environment.

Through this policy and its related re-
porting requirements, the board must sat-
isfy itself that:

Figure 1   Summary information and risk report flow
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“With increased public reporting requirements emerging in the

US it is vital that interest in the organisational positioning and

promotion of risk management activity also increases. The

CROs role provides a focal point for meeting this need and it is

reasonable to expect that appointments of a corporate officer or

director responsible for risk management and internal assurance

at a senior organisational level will become more widespread.”

Risk Management at the Crossroads

� significant risks faced by the organ-
isations are being managed appropriately;

� any system of risk management and in-
ternal assurance within the organisation
is robust enough to respond to changes
in its business environment;

� the organisation and reporting structure
will support the delivery of the policy on
an ongoing basis; and

� the board receives the right information
for it to adequately discuss and challenge
on risk issues, their mitigation and the
overall risk appetite of the organisation.

Many boards are finding that the level
of oversight these requirements necessi-
tate demands an executive forum for de-
veloping risk management in the
organisation and for oversight and super-
vision of its implementation in compliance
with the principles established.

Risk management committees are be-
coming increasingly important in the ap-
proach that organisations take to risk and
assurance at a senior level. To operate ef-
fectively risk management committees
need to be structured and tasked with the
same level of care as audit and executive
committees. A developed ‘terms of refer-
ence’ is a must, which, as a minimum, gen-
erally requires the committee to:

� develop risk strategy agreement by the
board;

� interpret and summarise the outputs
from the organisational risk identifica-
tion and assessment activity;

� monitor emerging issues in the organ-
isations risk and control environment;
and

� act as a forum for sharing risk manage-
ment knowledge, experience and best
practice across the organisation.

A mistake that is often made in the com-
position of risk management committees
is the limitation of membership to corpo-
rate functions, without any representation
from the organisation’s operational/execu-
tive management.

To drive accountability for the risks an
organisation faces, the owners of those
risks have to represent them at such a fo-
rum. In turn, corporate functions, in addi-
tion to their development of organisational
policy and direction in their disciplines, are

required to provide challenge on the ad-
equacy of the assessments of risk provided
by operational management.

Corporate oversight functions
When referring to the corporate func-

tions tasked with the provision of direction
and assurance on organisational risk and
the control environment, focus naturally
falls on corporate risk management and in-
ternal audit functions.

However, such a focus often fails to
recognise the role that other functions play
in these processes. All oversight functions
are responsible for the development of
policy, and the monitoring of its implemen-
tation, in their areas of responsibility.

For example, finance directors (FDs)
design processes to meet the requirements

of certain financial standards, champion
their implementation and provide support
to the business as this proceeds. Follow-
ing this they will report to the board or its
appropriate sub-committee that the pro-
cesses are in place and operating effec-
tively — internal assurance.

As this is replicated across all corporate
oversight functions it is easy to understand
why the right structure is needed to pull
together the assurance that all this activ-
ity provides. Whilst we will proceed to de-
tail how this activity is undertaken by the
corporate risk management function, it is
worth pausing to understand the respon-
sibilities of all corporate functions in cre-
ating the right environment for risk man-
agement and the right procedures for pro-
viding assurance.

Enter the ‘chief risk officer’
To date, risk management has, tradition-

ally, been viewed as the responsibility of
the FD, often due to the financial focus on

risk prompted by risk financing strategies
and insurance. Over recent years the fo-
cus of risk and assurance has shifted away
from that of purely financial impact and has
begun to better recognise the more intan-
gible nature of risk.

The rising profile of risk management in
recent years, compounded by the increasing
burden placed on boards by stakeholders for
effective, integrated risk management, and
a recognition of the limitations of the frag-
mented approach detailed earlier, has led
some organisations to refocus the risk man-
agement role away from the FD and sought
to create a single senior corporate position
for the enterprise-wide co-ordination of risk
management and assurance orientated activ-
ity — that of the chief risk officer (CRO).

It is worth noting at this stage that, per-

haps unsurprisingly, the term CRO was
first coined in the US but it would be in-
correct to view the position as lacking in
translation. Many European organisations
also have appointed an individual respon-
sible for the integrated management of risk
management and assurance activity. It is
just that they are not called CROs — some
are called ‘director of risk and assurance’
or ‘corporate head of risk’. What links them
all is their drawing together of previously
fragmented approaches to risk and assur-
ance and this principle is of far more im-
portance than their titles.

With increased public reporting require-
ments emerging in the US it is vital that
interest in the organisational positioning
and promotion of risk management activ-
ity also increases. The CROs role provides
a focal point for meeting this need and it is
reasonable to expect that appointments of
a corporate officer or director responsible
for risk management and internal assur-
ance at a senior organisational level will be-
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come more widespread.
So what exactly does the CROs role in-

volve? Primarily he/she is responsible for
developing and implementing an enter-
prise-wide strategy as agreed by the board,
that encompasses all aspects of
organisational risk. Generally they will
work closely with the CEO, the board and
its sub-committees (including the risk man-
agement committee where in place) to
achieve an enterprise-wide perspective of
risk and their associated controls, looking
across all business units to anticipate all
the risks that threaten the organisation.

Ultimately, the CROs role provides over-
all leadership, vision and direction for risk
and assurance activity. The position can be
seen to enable a truly enterprise-wide ap-
preciation of risk across all operations and
functions, key to this being liaison with
other corporate functions as detailed
above, and to facilitate an improvement in
the quality of discussion on risk and assur-
ance issues at the senior corporate level.

The role of the CRO is not necessarily that
of technical specialist in the disciplines of
risk management and assurance as, gener-
ally speaking, these technical specialisms
would sit under the position in the form of
heads of risk management, internal audit,
insurance etc. What is important is that the
person who is appointed to the CROs role
is able to operate effectively at all levels of
the business, is able to organise and moti-
vate others and establish a continuous dia-
logue with senior executives, management
and potentially external stakeholders.

Business operations
Lastly we turn our attention to the role

of business operations in the effectiveness
of organisational risk management and as-
surance structures. The business owns and
manages risk on a day-to-day basis, is re-
sponsible for the implementation of corpo-
rate policy as developed by the participants
already detailed and for the provision of as-
surance to the board, via the risk and as-
surance structure, that they have done so.

Ultimately all of the structure we have
already detailed will be meaningless if the
business’s operations fail to be engaged in
the risk and assurance process. It is here
that risk management is reduced to its
most basic and essential level — how em-

ployees regard and evaluate risk in their
day-to-day activities. The management of
business operations are themselves subject
to legislation in such areas as health and
safety but the focus and appreciation of risk
should permeate the whole organisation
and should ultimately form part of every
employees role and responsibility.

Delivering performance
At this level, risk management is in es-

sence a behaviour. Much has been written
about the way we as individuals approach
risks in our day-to-day lives and how, for
nearly every decision we make, an assess-
ment of the risks attached is undertaken
often unconsciously. While it takes a dif-
ferent mode of thinking to undertake this
process for the decisions we make on be-
half of our employers, it is generally true
that this also occurs.

However, the considerations which indi-
viduals give to the risks in their environment
vary greatly — variations that may be unac-
ceptable for organisations requiring a con-
sistent and thorough approach at all levels.
Naturally, there are exceptions to this obser-
vation as certain roles carry with them the
need to take more or less risk to be success-
ful in both an individual and organisational
sense. For example, the role of a salesman
compared to that of an employee responsible
for maintaining a key item of production
machinery. But generally successful interpre-
tation and implementation of organisational
risk management strategy relies on a com-
mon understanding of the level of risk ac-
ceptable to the organisation.

As a result some organisations are focus-
ing on how they can influence their employ-
ees approach to the risks they encounter
from a behavioural perspective. Elements
of such an approach may include training
programmes for new joiners and develop-
ing managers, and risk management as a
defined organisational behaviour in man-
agement and executive appraisals.

Building accountability for risk needs to
occur at all levels of an organisation to estab-
lish credibility. What is asked of employees
at an operational level needs to be mirrored
in the business-planning process undertaken
at more senior management levels.

Rather than conduct the identification
and assessment of risk as a discrete annual

exercise, some organisations are now de-
veloping ways of better aligning their cor-
porate risk assessment and business plan-
ning processes. Under this approach, risks
are identified and assessed and used in the
discussions to set targets that are both
challenging and achievable.

Conclusion
It is understandable that some organ-

isations may not be so focused on driving
improved organisational per formance
through their risk management activities.
However, for many, the current develop-
ments in corporate governance and related
accountability may provide an incentive to
review the effectiveness of the processes
they have put in place to assess organ-
isational risk.

Whilst compliance is clearly necessary, it
increasingly makes sense to realise some
greater return on your risk management in-
vestment for the benefit of the organisation
and its stakeholders. Indeed as awareness
of these concepts grows, so too does the level
of stakeholder expectation. As organisations
will no longer find it so easy to ignore these
developments it may be worthwhile asking
yourself the following questions about your
own approach to risk and assurance:

� is the business clear on its risk manage-
ment responsibilities? Where does ac-
countability for risk and assurance cur-
rently lie?

� is our approach to risk management get-
ting buy-in from across our organisation?

� how adequate is the quality of informa-
tion (format, content, frequency) on risk
and assurance received at board level?

� how well do we use risk management in-
formation as part of our decision mak-
ing processes on a day-to-day decision
making basis?

� how well integrated are our risk manage-
ment and business strategies? and

� are we currently getting value for money
(or any real value) from our risk man-
agement activity?

Richard Sharman is the Director of KPMG’s
Enterprise Risk Management (ERM) practice
in the UK and is responsible for developing
ERM services across Europe. This article ap-
peared in the Institute of Chartered Accountants
in England and Wales published journal Man-
agement Quarterly in January 2003.
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What’s the Problem?
Major enterprises around the world rely

on ERP systems for both operational pur-
poses and financial reporting. In doing so,
the ERP systems become an integral part
of the corporate governance and legal com-
pliance landscape.

Whilst most IT management attention
seems to be on document retention, report-
ing quality, and security, there are much
broader issues to be considered to ensure
good governance and compliance with
regulations. In particular, managements
are required to demonstrate they have ap-
propriate processes in place to support
good value and risk management. In addi-
tion, auditors are now focused on verify-
ing the processes that produce data in ad-
dition to the reported information itself.

Financial reporting across multinational
enterprises must be consistent and com-
parable. In reality, this means that the ERP
systems employed must be the same sys-
tem, at the same release level, and be
implemented in the same way.

ERP systems are significant investments
with long-term impacts on major enterprises.
Meta Group reckons that the cost of a 1,000
users system is £21.7 million each year based
on a five-year average. For all these reasons
the compliance of any ERP system must be
a focus for the CEO and CFO, and not as-
signed to IT as a technology project.

A body of evidence is now available that
points to serious issues with compliance in
the way ERP systems are implemented by
companies and their consultants. West Trax
Applications, which provides analytical and
diagnostic services for ERP system users,
has undertaken some 300 benchmarks for
over 60 enterprises across Europe in 2003-
2005, and the results are disturbing.

� Not one organisation was using more
than 50 per cent of the vendor software
they were licensed and paying for. Soft-
ware that is never used only adds to costs
without contributing to ROI. Some trans-
actions may not be needed by the specific
enterprise or subsidiary, some may re-
quire modification while some may sim-
ply be overlooked. However, the sample
shows that companies are paying a sig-
nificant overhead for the software they
are actually using. There is also the strong
probability that they are missing valuable

opportunities to optimise their systems
and operations by not implementing avail-
able software that they are already pay-
ing for. Who is tasked within the enter-
prise to continuously review this un-
tapped opportunity? IT? Finance?

� In most of the systems analysed, the pro-
portion of ERP vendor transactions used
was surprisingly low. More than half of
the software actually used was custom
code written by internal staff or external
consultants. The ERP vendor software
may be compliant, but not necessarily the
total system. One of the key features of
leading ERP systems is the integration be-
tween the various modules, enabling pro-
cesses to easily span functions. This is
both efficient and
also provides a
solid internal con-
trol structure — a
key compliance re-
quirement. Hence,
compliance is
weakened when
software modules
are not fully imple-
mented and a pro-
cess or transaction
is interrupted or incomplete.

� Many of the custom programmes were
seldom or never used. Unless deleted,
these redundant programmes continue
to incur support costs, over and above
standard vendor maintenance charges.

� In the systems analysed, the annual costs
associated with custom software ranged
from circa £250,000 to over £2 million.
In the enterprises benchmarked, ERP
vendor maintenance costs (based on a
fixed percentage of the licence fee) were
more than twice the level justified sim-
ply because less than 50 per cent of the
software was actually used.

� The interfaces between vendor code and
custom code showed major internal con-
trol exposures. They may be poorly
documented and lack audit approval.
Cross-functional processes are rarely
understood and monitored because IT
organisations and skills are commonly
focused on ver tical applications e.g.
manufacturing, finance, sales.

� The most revealing information from

these benchmarks was that, in most
cases, the CEO and CFO did not know
they had a problem. The results came
as a surprise, and the lack of previous
visibility a serious concern, and a real
compliance issue.

Whilst some ERP vendors are now offer-
ing software tools to tackle compliance is-
sues, these can only apply to the vendor’s
own software. If the enterprise is not using
50 per cent of the vendor software, then these
tools are a questionable investment. And, the
custom built software is not included in the
support, training and documentation pro-
vided by the ERP vendor, plus the original
implementation team has moved on to other
projects — another compliance exposure.

“What is possibly
more surprising
than this habit of
customising more
than half the applica-
tion is the fact that in
most instances the
CFO knows nothing
about it — revelling
in the warm glow
created by the cer-
tain knowledge that

his or her organisation is using a standard
set of processes and that this has done no
harm at all to their CV. What is particularly
worrying is that much of this custom code
is undocumented and involves the use of pri-
vate spreadsheets. Most CFOs and CIOs
think their organisations just have one ver-
sion of the truth — held in ERP data files.
Nothing could be further from the truth.

All of this should be ringing alarm bells
for those with any responsibility for com-
pliance. Undocumented, multiple versions
of the truth are exactly what the regula-
tory authorities are keen to unearth,” says
Martin Butler of the Butler Group.

There is an interesting aspect of compli-
ance worthy of mention at this point, and
this relates to companies that are involved
in Mergers & Acquisitions (M&A) activity.

It is well known that different computer
systems can impede or even prevent a suc-
cessful M&A situation. But often compa-
nies proceed on the basis that they both
“run the same ERP system”. This may be
so, and the systems may even be at the
same vendor release level.

“Most CFOs and CIOs think

their organisations just have

one version of the truth — held

in ERP data files. Nothing could

be further from the truth.”

Martin Butler, Butler Group
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However, what if the two companies are
running different transactions within the
vendor system? What if they have written
custom codes for completely different trans-
actions? What if one has implemented a spe-
cific vendor module, but the other has cho-
sen to use only a sub-set? Based on the West
Trax data, this is the most likely situation. In
which case, the two companies are running
two completely incompatible ERP systems.

Do they know? Who can tell them?
Actions for Management Accountants

One of the most common reasons for
these worrying results is the failure of
organisations to conduct ongoing post-
implementation reviews, to track realised
benefits versus the original goals, and to
do this throughout the life cycle of the ERP
system. Evaluating the strategic benefits
and legal compliance provided by ERP sys-
tems cannot be made on purely technical
grounds. If the task of assessing attainment
of these goals is delegated downwards
within an organisation, the focus will be on
tactical or technical measurements.

So, here are a few key questions for
Management Accountants to ask their IT
colleagues, with a request for objective
answers based on real data, and in straight-
forward business language.

� What percentage of the ERP vendor soft-
ware licensed is actually being used?
What are the plans to optimise the cur-
rent applications, or to conduct a cost/
benefit analysis of lightly used modules?

� What percentage of the custom code is
essential, what percentage can be re-
placed with vendor code, and what per-
centage is unused? What are the plans
to delete the unused code before the
next software release, or request for
more server capacity?

� Which processes and transactions con-
tain interfaces between vendor and cus-
tom code? Are they documented, and
approved by Internal Audit?

The next step would be to use a combina-
tion of System Benchmarking and Activity
Based Costing to express the problem in
financial terms. First, all planned costs as-
sociated with the four system components
(or “activities”) would be established by
using Zero Based Budgeting (ZBB) (Used

Vendor Code, Unused Vendor Code, Used
Custom Code, Unused Custom Code). The
process would then be repeated to reveal
and review the actual costs for appropriate
time periods. A management analysis of
activities not delivering targeted benefits
would result in their elimination or revised
targets and costs based on ZBB. This analy-
sis process could also be employed when
reviewing and approving new projects, soft-
ware upgrades, server consolidations, and
particularly outsourcing.

If the ERP system is outsourced, or
outsourcing is being considered, these
questions should be in the outsourcing
contract as essential components of system
monitoring and the contractor’s continuous
improvement programme. Outsourcing
does not remove the responsibility for com-
pliance — it just makes the job more com-
plex. Following a decision to outsource,
then ZBB is also an effective tool in the
process of re-establishing the in-house IT
organisation. One of the critical new roles
for IT and Finance together is conducting
ongoing post-implementation reviews —
benchmarking at quarterly intervals would
make this an objective exercise, based on
real system data. These reviews can also
be the forum for developing system effi-
ciencies and, hence, driving down
outsourcing contractor fees.

The final area for consideration in this
article concerns the internal control expo-
sures created by over-dependence on cus-
tom code — issues like documentation,
training, and skill retention have a direct
impact; but also the interfaces within and
between custom applications and vendor
software are fraught with dangers. To iden-
tify and tackle these exposures requires
accurate benchmarking data throughout
the various layers of the system, and across
the vertical or functional applications.

Two actions are required — first, to
scope and tackle the problems with exist-
ing systems which requires the co-opera-
tion of IT, Management Accounting and
Internal Audit; second, to establish the
management process for the review and
approval of all future proposals to imple-
ment custom code rather than vendor code
in new systems or modules.

Compliance exposures in ERP systems
are a reality today, and a key responsibil-
ity of CEOs and CFOs. Technology is now
available to identify problem areas and cor-
rective action, and this is also an opportu-
nity for Management Accountants to take
the lead in tackling the problem.

Ken Gorf FCMA is Chief Financial Officer of
West Trax Applications LLC, UK. This article is
contributed by CIMA, The Chartered Institute
of Management Accountants, Malaysia Division.

“Compliance exposures in ERP systems are a reality today, and a

key responsibility of CEOs and CFOs. Technology is now available

to identify problem areas and corrective action, and this is also an

opportunity for Management Accountants to take the lead in

tackling the problem.”
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IT Integration
in Accounting

Education
ARE WE READY?

by Dr. Noor Azizi Ismail, Dr. Mahamad Tayib and Basariah Salim

In today’s IT environment, the increasing number of nations that are moving to ICT gadgets
has created an urgent need for the international accounting profession to enhance its IT
knowledge and skills. Even though the IT know-how is already in the International Federa-
tion of Accountants’ (IFAC) main agenda, the extent to which these agendas have been
implemented and the response from the accounting professional providers remain an issue.

36 ACCOUNTANTS TODAY • August 2005



37August 2005 • ACCOUNTANTS TODAY

IT Integration in Accounting Education: Are we ready?

One of the main objectives of
accounting education at the
university level is to expose
students for positions as pro-

fessional accountants. In the past, account-
ing programmes were merely judged by
students’ technical abilities nurtured by the
curriculum, namely by way of financial ac-
counting recording processes, manage-
ment accounting techniques, tax rules, and
audit procedures (Boritz, 1999). The ad-
vancement of IT over the last two decades
has created many new challenges and op-
portunities for the accounting profession,
hence of accounting education (Elliot,
1992). IT is fast changing the way in which
organisations operate, the nature and
economies of accounting activities, and the
competitive environment in which accoun-
tants participate (IFAC, 2003). Therefore,
IT can no longer be considered a discipline
peripheral to accounting. Rather, the ac-
counting profession needs to merge and
develop with IT to such an extent that one
can hardly conceive of accounting indepen-
dent from IT.

In recognition of the importance of IT in
accounting education, IFAC issued the In-
ternational Education Standards and
Guidelines to ascertain essential elements
(e.g., subject matter, methods and tech-
niques) that education and development
programmes are expected to contain and
that have the potential for international rec-
ognition, acceptance and application. The
issuance of the International Education
Guidelines 11 (IEG11), for example, is to
observe the type of IT knowledge to be
integrated into the curriculum. This guide-
line has established a framework for
organising IT-oriented education for pro-
fessional accountants and the core areas
of knowledge and skill to be covered.

Whilst many past studies focused on the
type and extent of IT knowledge and skills
to be integrated into the accounting cur-
riculum, the introduction of the IFAC In-
ternational Education Standards and
Guidelines for Professional Accountants
have shifted the research emphasis to the
factors that contribute to the success of IT
integration into the accounting curriculum.
Several studies have suggested the lack of
IT knowledge and skills being integrated
into the accounting curriculum. Among the

inhibiting factors are shortage of IT back-
ground instructors, computing facilities for
students, financial resources required to
keep those facilities up to date and insuffi-
cient technical support staff.

This paper investigates the perceptions
of accounting academicians toward the is-
sue of IT integration into the accounting
curriculum in the specific context of Ma-
laysian Institutions of Higher Learning.
Findings from this study will provide some
insights into the readiness of accounting
programmes offered by Malaysian Institu-
tions of Higher Learning facing the chal-
lenges of the information age. By under-
standing their perceptions toward the is-
sue, it will help the policymakers and the
administrators plan and co-ordinate the IT
implementation and allocation of resources
for them to move forward with technology-
based approaches in terms of teaching and
the learning environment.

Method
A mail questionnaire was used to gather

data. Letters, together with the question-
naire and a self-addressed envelope were
sent out to 220 accounting academicians
of nine Public and Private Institutions of
Higher Learning offering accounting de-
gree programmes in Malaysia. Seventy-six
usable questionnaires were eventually re-
turned representing a 35 per cent response
rate. The questionnaire was divided into
two major sections. The first section of the
questionnaire focused on the general back-
ground of the respondents: academic back-
ground; teaching and research
specialisation; years of teaching experi-
ence; work experience in information sys-
tems; age; and gender. The second section
of the questionnaire was designed to elicit
respondents’ perceptions toward: hard-
ware and software adequacy; updated soft-
ware and services satisfaction; training
sufficiency and priority; appreciation and
support from head of department, col-
leagues and students; staff commitment;
IT integration; and difficulties in learning
and teaching IT-related courses.

Results
Preliminar y analysis of the sample

showed that 83 per cent of the respondents
were from Public Institutions of Higher

Learning and 17 per cent were from Pri-
vate Institutions of Higher Learning. In
terms of academic rank, 15 per cent of the
respondents were either professors or as-
sociate professors, and 85 per cent were
either assistant professors or lecturers.
Eighteen per cent of the respondents held
a PhD, 75 per cent a Masters degree, and
about seven per cent possessed profes-
sional qualifications. About 45 per cent of
the respondents obtained their highest
degree from overseas, whilst 54 per cent
of the respondents reported that they re-
ceived a formal accounting and information
systems (AIS) education and training, 72
per cent of them did not have any AIS work-
related experience. Almost 60 per cent of
the respondents had teaching experience
of more than five years.

Are We Ready?
Table 1 shows the results of the percep-

tions of accounting academicians toward
the issue of IT integration into the account-
ing curriculum. These variables were mea-
sured using a five-point scale from 1
(strongly disagree) to 4 (strongly agree),
and 0 (no opinion). To simplify the follow-
ing description, the responses for point ‘1’
and point ‘2’ of the scale are treated as one
category called ‘agree’. Similarly, point ‘3’
and point ‘4’ are treated as one category
called ‘disagree’. The point ‘0’ is labelled
the ‘no opinion’ category.

Hardware and Software Adequacy
The majority (82 per cent) of the respon-

dents agree that the number of personal
computers for staff to acquire IT skills are
adequate. However, the study received a
mixed opinion on whether the number of
personal computers for students to acquire
IT skills are adequate. Fifty-five percent of
the respondents agree while about 40 per
cent disagree with the statement. Mean-
while, about half of the respondents agree
that application software required to inte-
grate IT in accounting are adequate, 40 per
cent disagree, while nine per cent of the
respondents have no opinion to the state-
ment. Results indicate that hardware facili-
ties for staff to acquire IT skills are ad-
equate in most Malaysian Institutions of
Higher Learning. Therefore, consideration
should be given to the issue of hardware
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facilities for students and adequacy of ap-
plication software based on the mixed opin-
ion of the respondents.

Software Update and Services
Satisfaction

Nearly 50 per cent of the respondents
agree that application software required to
integrate IT in accounting are updated.
Results also depict that 58 per cent of re-
spondents agree that network services are
satisfactory, whilst 38 per cent of the re-

spondents show their dissatisfaction.
About 52 per cent of respondents agree
that the support for computing services
from technical staff is satisfactory, 41 per
cent of them disagree and 7 per cent do
not have any opinion. These results indi-
cate that only about half of the respondents
agree with the application software up-
dates, network services and support for
computing services, and hence more ef-
forts need to be done by Malaysian Insti-
tutions of Higher Learning to further up-

grade their computing facilities.

Training Sufficiency and Priority
In terms of training sufficiency and pri-

ority, the results show that only 38 per cent
of the respondents agree with the state-
ment that training for staf f to acquire
knowledge and skills in IT are sufficient,
whilst 61 per cent of the respondents dis-
agree. Fifty-two per cent of the respondents
also disagree with the statement that train-
ing in accounting and IT/IS is always given
a higher priority than other areas of ac-
counting. The results suggest that training
for staff to acquire IT knowledge and skills
is still insufficient in Malaysian Institutions
of Higher Learning.

Appreciation and Support
The results show that a majority of the

respondents agree that their efforts to in-
tegrate IT into the accounting curriculum
were appreciated and supported by heads
of department, colleagues and students.

Staff Commitment
In terms of staff commitment, the results

show that 92 per cent of the respondents
agree with the statement that accounting aca-
demicians know the importance of IT in ac-
counting. Ninety-one percent of the respon-
dents also agree that IT knowledge and skills
is crucial for the enhancement of the account-
ing profession. However, 66 per cent of the
respondents perceived that accounting aca-
demicians are a bit apprehensive about learn-
ing IT skills. This finding suggests that al-
though a majority of respondents are aware
of the importance of IT in accounting, some
of them are still hesitant to learn and acquire
IT knowledge and skills.

IT Integration
Nearly half of the respondents perceived

that the extent of IT knowledge and skills
currently integrated into the accounting
curriculum are suf ficient. When asked
whether IT knowledge and skills should
be integrated into all major areas of ac-
counting, 87 per cent of the respondents
agree with the statement. Only 13 per cent
of the respondents felt that IT knowledge
and skills should only be taught in AIS sub-
jects. The result implies that the extent of
IT knowledge and skills currently being

Agree Disagree No Opinion
Adequacy of Hardware and Software

a. Hardware facilities, i.e. number of PCs for staff to
acquire IT skills are adequate 82 17 1

b. Hardware facilities, i.e. number of PCs for students
to acquire IT skills are adequate 41 55 4

c. Application software required to integrate IT in
accounting are adequate 51 40 9

Software Updated and Services Satisfactory

a. Application software required to integrate IT in
accounting are updated 49 37 14

b. Network services are satisfactory 58 38 4
c. Support for computing services from technical

staff is satisfactory 52 41 7

Sufficiency and Priority of Training

a. Training for staff to acquire knowledge and skills
in IT are sufficient 38 61 1

b. Training in accounting and IT/IS is always given a
higher priority than other areas of accounting 39 52 9

Appreciation and Support

a. Appreciated by head of department 88 8 4
b. Fully supported by head of department 87 9 4
c. Appreciated by colleagues 76 18 6
d. Fully supported by colleagues 71 21 8
e. Appreciated by students 74 10 16
f. Fully supported by students 69 17 14

Importance and Apprehensiveness to Learn IT

a. Accounting academicians know the importance of
IT in accounting 92 7 1

b. IT knowledge/skills is crucial for the enhancement
of accounting profession 91 8 1

c. Accounting academicians are apprehensive to learn
the IT skills 66 29 5

IT integration

a. The extent of IT knowledge/skills currently
integrated in accounting curriculum are sufficient 47 45 8

b. IT knowledge/skills should be integrated into all
major areas of accounting 87 10 3

c. IT knowledge/skills should only be taught in
Accounting and Information Systems subjects 13 84 3

Difficulties in Learning and Teaching IT

a. IT knowledge/skills is very difficult to learn 9 90 1
b. IT knowledge/skills is very difficult to teach 18 75 7

Table 1  Frequency Distribution (%)

IT Integration in Accounting Education: Are we ready?
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integrated into the accounting curriculum
is insufficient. Furthermore, IT knowledge
and skills should be integrated into all
major areas of accounting and not merely
the AIS course.

Difficulties in Learning and Teaching IT
Finally, Table 1 shows the respondents’

perception regarding the difficulties in
learning and teaching IT knowledge and
skills. Ninety per cent of the respondents
felt that IT knowledge and skills is not very
difficult to learn, whilst 75 per cent of re-
spondents felt that IT knowledge and skills
are not very difficult to teach. The results
suggest that accounting academicians per-
ceived that IT knowledge and skills are
more dif ficult to teach than to acquire
them.

Discussion
In this paper, we explored the perceptions

of accounting academicians in Malaysia to-
ward the issue of IT integration into the ac-
counting curriculum. Various issues, which
are believed to have influenced IT integra-
tion, were sought from the respondents.

The results relating to the issue of hard-
ware and software adequacy suggest that
hardware facilities for academic staff to
acquire IT skills are adequate. However,
emphasis should be given to the hardware
facilities for students and adequacy of ap-
plication software, as respondents seem to
have differing opinions on these two is-
sues. Malaysian Institutions of Higher
Learning need to ensure that their students
get the full benefits of IT integration into
the curriculum. The students need suffi-
cient computing facilities in all aspects of
their year of study which will provide them
with opportunities to explore, learn and
use IT throughout their learning process.

The results also indicate that only half
of the respondents are satisfied with soft-
ware updates, network, and technical sup-
port. Hence, Malaysian Institutions of
Higher Learning should place greater em-
phasis in this area of computing. These ser-
vices are vital in the computing environ-
ment particularly when the networking
trend is taking over the mode of commu-
nication and accessibility of information.
Besides that, technical support staff are
also crucial in assisting academic staff and

students to acquire IT knowledge and
skills.

In terms of IT-related training, the re-
sults suggest that nearly two-thirds of the
academic staff are not satisfied with the
amount of training allocated to them. They
also expressed their dissatisfaction toward
the priority given to IT-related training
compared to other areas of accounting.
Hence, Malaysian Institutions of Higher
Learning should allocate more funds to
train their accounting staff with IT knowl-
edge and skills. This issue is very impor-
tant, as lack of training is one of the cru-
cial factors inhibiting IT integration into the
accounting curriculum.

A majority of accounting academicians
agree that IT knowledge and skills should
be integrated into all major areas of account-
ing, not just focusing on the AIS course.
Most of them know the importance of IT
and agree that IT knowledge and skills are
crucial for the enhancement of the account-
ing profession. However, the results suggest
that the extent of IT knowledge and skills
currently being integrated into the account-
ing curriculum are insufficient. Ideally, IT
knowledge and skills development should
be integrated into all major areas of account-
ing education, i.e. financial and manage-
ment accounting, auditing and taxation.
However, this would require concerted ef-
forts from all individuals in all areas of ac-
counting, not just on the shoulders of a small
group of AIS academicians. About two-
thirds of the accounting academicians per-
ceived that their colleagues are anxious to
learn IT skills. Furthermore, many of them
felt that IT knowledge and skills are more
difficult to teach than to learn. Lack of train-
ing as discussed in the preceding paragraph
might contribute to this situation. Hence,
Malaysian Institutions of Higher Learning
should take every effort necessary to train
all accounting academicians with sufficient
IT knowledge and skills.

Results show that the accounting acade-

micians felt that they received full support
and appreciation toward their efforts to in-
tegrate IT into the accounting curriculum
from their head of department and col-
leagues. This positive attitude toward inte-
grating IT into accounting education should
be shared by all parties, including the Ma-
laysian Institute of Accountants (MIA) as a
regulatory body, the Malaysian Institute of
Certified Public Accountants (MICPA) as a
professional body, and accounting profes-
sionals.

Summary
This study provided evidence of the

readiness of accounting programmes of-
fered by Malaysian Institutions of Higher
Learning to face the challenges of the in-
formation age. The results showed that
most accounting academicians in Malay-
sian are satisfied with the hardware facili-
ties, support and appreciation received
from their heads of department and col-
leagues. Many of them recognise the im-
portance of IT knowledge and skills in en-
hancing the future of the accounting pro-
fession. However, they also showed their
dissatisfaction on several technical aspects
such as adequacy of application software,
network services, technical support, and
allocation of IT-related training. Further-
more, whilst a majority of accounting aca-
demicians feel that IT should be integrated
into all major areas of accounting, many of
them feel that the extent of IT knowledge
and skills being integrated into the ac-
counting curriculum is insufficient. The
findings should stimulate a more rigorous
study to examine the extent, mode and
quality of IT integration into the account-
ing curriculum, and encourage research-
ers to examine the factors that could influ-
ence the integration process.

Dr. Noor Azizi Ismail is an Associate Profes-
sor at the Faculty of Accountancy, University
Utara Malaysia and can be contacted at
azizi833@uum.edu.my.

“… whilst a majority of accounting academicians feel that IT

should be integrated into all major areas of accounting, many

of them feel that the extent of IT knowledge and skills being

integrated into the accounting curriculum is insufficient.”
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INSPECTING THE Companies Act
By the CLRC Secretariat, Companies Commission of Malaysia

In its review of the Companies Act 1965, the Corporate Law Reform Committee
has published the first set of recommendations for public feedback

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

ditional concepts that underlie the workings
of capital raising.

On its part, the CLRC, headed by Datuk
K. C. Vohrah, has been guided by two key
principles in its current review. They are
simplifying company operations with the
objective of reducing compliance cost; and
promoting corporate governance.

With this in mind, the CLRC has pro-
posed to abandon two key concepts that
currently mould the rules regulating capi-
tal raising by companies. The CLRC be-
lieves that its proposal to do away with par
or nominal value of shares will, in addition
to simplifying company operations, also

promote corporate governance.
“This is because, accounting will be sim-

plified as ‘share premium accounts’ and ‘capi-
tal redemption reserves’ will be irrelevant.
Hence, company accounting will become
more transparent and easier to understand,”
says the report of the Working Group B
chaired by lawyer Peter Lee Siew Choong.

Other members of the Working Group B
are Datuk Loh Siew Cheang (lawyer),
Selvarany Rasiah and Yew Yee Tee (Bursa

1

2

The Companies Act 1965, affect-
ing all registered companies, is
undergoing some intense re-
view. The Corporate Law Re-

form Committee (CLRC) has gone to some
extent in examining the regulation. In the
process, the committee has made some
major recommendations.

In its first set of recommendations, it has
proposed two major changes:

Abolishing the need to issue shares
with par/nominal value and the need
to register a company limited by
shares with an authorised share capi-
tal clause; and

Simplifying and streamlin-
ing other provisions of gen-
eral application that are ap-
plicable to shares.

The CLRC consultation paper,
released recently for public
scrutiny, provides reasons for
the CLRC’s recommendations
and addresses some of the con-
cerns that the public may have
in respect to the CLRC’s recom-
mendations.

Established by the Compa-
nies Commission of Malaysia to
review the Companies Act 1965, CLRC’s
consultation paper focuses on the first
stage of the review work.

The companies play an instrumental role
in the day-to-day world of commerce. “One
key reason as to why a registered company
(hereinafter referred to as company) is the
preferred business vehicle is the ability of
the registered company to raise capital for
its operational needs,” wrote Peter Lee in
a recent article entitled Reviewing the tra-
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Malaysia), Eric Kang Shew Meng (company
secretarial practitioner), investment bankers
Puspha Rajadurai and Lim Tiang Siew,
Geetha Sivapathasundram (legal advisor),
Dr. Nik Ramlah Nik Mahmood and Shanti
Geoffrey (Securities Commission) and Andy
Tan Chee Kiong (chartered accountant).

The report, entitled Capital Maintenance
Rules and Share Capital: Simplifying and
Streamlining Provisions Applicable to
Shares, has proposed the following:

     a company limited by shares shall no
longer be required to state its authorised
share capital in its memorandum;

     all shares of a company as
from the date of Conversion be
deemed to be shares with no
par value (‘NPV’); and

     the Conversion from a par
value environment to an NPV
environment is made manda-
tory for all companies as at and
from the date of Conversion re-
ferred to, above.

Rationale
Why the changes? In its re-

port, the CLRC is of the view
that abandoning the proposed

changes will simplify the workings of our
company law so that conduct of business
in Malaysia remains competitive. It will also
simplify company operations by reducing
compliance cost.

As a result, the proposal that a company
limited by shares shall no longer be re-
quired to state its authorised share capital
in its memorandum will result in compa-
nies being able to raise their share capital
without having to comply with time con-
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suming and costly procedures.
The consequences of the aban-

doning of par/nominal value of
shares is best articulated in the
statement made by the New
Zealand Law Commission as set
out in its Report No 9 titled ‘Com-
pany Law Reform and Restate-
ment’: “We have concluded that no
useful function is served by the par
value concept. Moreover, it is ar-
bitrary and misleading. Its abol-
ishment would mean that finan-
cial accounts can be greatly sim-
plified (share premium accounts
and ‘reserves’ are concepts that
will no longer be required).”

Further, the CLRC is also of the
view that abandoning the above
two concepts would not be against
the interest of shareholders and
creditors. In addition, the commit-
tee is of the view that it will pro-
mote corporate governance by
enhancing transparency of the
company’s financial accounts.

Advantages and concerns
In justifying the recommenda-

tions, the CLRC highlighted some
of the advantages of an NPV envi-
ronment. For one, it simplifies the
workings of company law so as to
ensure that company law facilitates
businesses to be competitive and
suitable to the needs in the 21st cen-
tury and beyond. This is due to the
fact that the company’s accounts
can be greatly simplified (share
premium accounts and ‘reserves’
are concepts that will no longer be
required).

On top of that, the change will
also clarify the misleading per-
ception that because of the
authorised share capital and par
value, the company will have re-
serves and be able to pay its
debts to creditors.

The NPV regime will also en-
able the company to undertake
capital raising exercises with
greater flexibility. For example,
the company may easily issue
new shares without contravening

the prohibition on issuing shares
at a discount or even capitalise
profit without having to issue
new shares, which cannot be
done in a par value environment.

However, the committee has
noted some concerns with the
introduction of an NPV environ-
ment. These include the issue
of shares having no par or
nominal value causing inves-
tors to be misled as the inves-
tors may be of the view that
NPV shares have no value.

There is also the costs of pro-
mulgating changes to the law,
the Listing Requirements of
Bursa Malaysia, the creation of
new accounting standards, as
well as social costs of
familiarising investors, busi-
nesses and companies.

“The CLRC, however, is of the
view that these concerns can be
addressed and the benefits of
converting from a par value en-
vironment to an NPV environ-
ment outweigh its disincen-
tives,” the report advanced.

Conversion
As with any change, there will

probably be a period of uncer-
tainty. That is only to be ex-
pected. In the case of the trans-
formation to the NPV regime,
the committee has seen the need
to institute a transition period.

“To ensure that there is a
smooth transition from a par
value environment to an NPV
environment, a Conversion date
will be set by the Minister in
consultation with the business
and professional community.

“Further, after the Conver-
sion date, there will be a transi-
tional period to enable compa-
nies to take all necessary steps
to comply with the new law.
Once again, this transitional pe-
riod, will be set by the Minister
in consultation with the busi-
ness and professional commu-
nity,” the report says.
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Excerpts
The following are some excerpts from the report:
The Conversion from a par value environment to an NPV en-
vironment shall entail the following consequences:

that all new shares issued as at and from the Conversion
date shall be issued for an issue price that is to be deter-
mined by the board of directors;
that in the case of shares issued prior to the Conversion
date the amount paid on the shares is the sum of all
amounts paid to the company at any time for the shares
(but not including premium);
that immediately on or after the Conversion date, any
amount standing to the credit of the company’s share pre-
mium account and capital redemption reserve becomes
part of the company’s contributed capital;
that as from the Conversion date, any amount standing to
the credit of the company’s share premium account prior
to the Conversion date, shall be permitted during the tran-
sitional period only to be utilised for:

(a) providing premium payable on the redemption of redeem-
able preference shares (RPS) issued before that date;

(b) writing off preliminary expenses of the company incurred
before that date; and

(c) writing off expenses incurred, or commissions or broker-
ages paid or discounts allowed, on or before that date, for
any duty, fee or tax payable on or in connection with any
issue of the company’s shares; and
that after the Conversion date, companies continue to be
permitted to issue RPS but without having to maintain a
capital redemption reserve and if the redemption of RPS
is made out of available profits, the company be required
to transfer the amount redeemed to the company’s ‘con-
tributed capital’ account.

The CLRC also recommends that companies in an NPV envi-
ronment should be permitted to:

capitalise its profit without having to increase the num-
ber of shares owned by a shareholder i.e. without any is-
sue of new shares to shareholders;
capitalise its profits coupled with the issue of new shares
to shareholders; and
consolidate and subdivide NPV shares.

The CLRC further recommends:
the removal of the existing Section 59 of the Companies
Act 1965;
introducing provisions that are designed to ensure that
the shareholder’s liability for the unpaid portion of shares
under the existing par value share environment does not
cease to exist after the Conversion date; and
introducing provisions that are designed to preserve the
effect of existing contracts and other instruments that
have been executed before the Conversion date which
refers to par/nominal value of shares.

AT
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Accounting for Assets
AN IMPROVED REGIME

Financial Reporting Standards (FRSs) have undergone significant
improvements to reflect the changing business environment and to enhance

comparability of financial statements across borders. As of 31 July 2005,
the Malaysian Accounting Standards Board (MASB) has approved 12

FRSs as part of its plans to issue at least 21 standards by the end of 2005.

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

This is the third in a series of
articles intended to give the pub-
lic a general understanding of
the FRSs which are being re-

leased in 2005. In the previous articles1 , we
looked at the timeline and the changes to
the broad principles underlying financial
statements brought about by four Financial
Reporting Standards — FRS 101 Presenta-
tion of Financial Statements, FRS 108 Ac-
counting Policies, Changes in Accounting Es-
timates and Errors, FRS 110 Events after the
Balance Sheet Date and FRS 1 First-time
Adoption of Financial Reporting Standards.

In this article, we focus on three recently
approved standards relating to accounting
for assets, highlighting those changes that
are most likely to impact the financial state-
ments. In particular, this article looks at
the following:

� FRS 102 Inventories

� FRS 116 Property, Plant and Equipment

� FRS 5 Non-current Assets Held for Sale
and Discontinued Operations

The first two standards on inventories
and property, plant and equipment are im-
provements to existing FRSs to reflect
changes undertaken by the International
Accounting Standards Board (IASB), while
FRS 5 is a new standard that also replaces
MASB 28 Discontinuing Operations.

FRS 102: Inventories
MASB 2 Inventories was issued in July

1999. In January 2005, the name of the Stan-
dard was changed to FRS 1022004 as part of
MASB’s nomenclature change. In May
2005, a revised edition was issued as FRS
102 Inventories to supersede FRS 1022004.
One of the significant revisions is the pro-
hibition of the last-in-first-out (LIFO)
method as a cost formula.

Prohibition of the LIFO cost formula
The previous version of FRS 102 prescribed

three methods of assigning the cost of inven-
tories — the first-in-first-out method (FIFO),
the weighted average cost formula, and LIFO.

The new FRS 102 now prohibits LIFO
as a cost formula for the following reasons:
firstly, to limit the choice of accounting
treatment. Secondly, it is believed that the
LIFO method is not a faithful representa-
tion of actual inventory flows since it treats
the newest items of inventory as being sold
first, and the remaining inventories are
recognised as if they were the oldest.
(Compare paragraphs 26-27 of the old FRS
102 and paragraphs BC9-BC21 of the new
FRS 102)

Financing costs excluded from
the cost of inventories

The new FRS 102 adds paragraphs to

1 The articles appeared in the June and July
issues of Accountants Today.
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clarify that when inventories are purchased
with deferred settlement terms, the differ-
ence between the purchase price for nor-
mal credit terms and the amount paid is
recognised as interest expense over the
period of financing.
(See paragraphs 17-18 of the new FRS 102)

New disclosure requirements
for inventories

The new FRS 102 requires disclosure of
the amount of any write-downs recognised
as an expense. This was not required pre-
viously. It eliminates the requirement to
disclose the carrying amount of those in-
ventories carried at net realisable value.

For an entity that measures its invento-
ries at fair value less cost to sell, the Stan-
dard requires it to disclose the carrying
amount of inventories.
(Compare paragraph 37 of the old FRS 102
and paragraph 36 of the new FRS 102)

FRS 116: Property, Plant and
Equipment

MASB 15 Property, Plant and Equipment
was issued in July 2000 and was renum-
bered FRS 1162004 in January 2005. In May
2005, the Board approved revisions to the
Standard as part of the Improvements
Project. Significant changes to the recog-
nition and measurement principles of FRS
116 were made.

Scope clarification
The new FRS 116 clarifies that the stan-

dard does not apply to property, plant and
equipment (PPE) that are held for sale.

Similarly, it now applies to property that
is being constructed or developed for fu-
ture use as an investment property but
does not yet satisfy the definition of invest-
ment property in FRS 140 Investment Prop-
erty.
(Compare paragraph 3 of the old and the
new FRS 116 and see paragraph 5 of the
new FRS 116)

Single set of recognition criteria for both
initial and subsequent costs

The previous version of FRS 116 had two
separate sets of recognition criteria for ini-
tial and subsequent costs. Subsequent
costs were recognised as an asset when it
was probable that future economic benefits

that were more than the originally assessed
standard of performance would flow to the
entity. The old FRS 116 then went on to
describe instances of when future eco-
nomic benefits would or would not in-
crease.

In the new FRS 116, the dichotomous
recognition criteria are eliminated. Regard-
less of whether the cost of an item of PPE
is incurred at initial recognition or subse-
quently, it is recognised as an asset if it
meets the asset recognition criteria of prob-
able future economic benefits and reliable
measure of cost.
(Compare paragraphs 11-17 and 27-32 of
the old FRS 116 and paragraphs 7-14 of the
new FRS 116)

Asset exchange transactions
In the previous version of FRS 116, a dis-

tinction was made between an item of PPE
exchanged for a dissimilar item and an item
exchanged for a similar item. The previ-
ous rule stated that if the item was acquired
in exchange for a dissimilar item, it would
be measured at the fair value of the asset
received, which is equivalent to the fair
value of the asset given up, adjusted by the
amount of any cash or cash equivalents

transferred. If an asset was acquired in
exchange for a similar item, the cost of the
new asset is the carrying amount of the
asset given up. In an exchange of similar
assets, no gain or loss would be
recognised.

The new FRS 116 no longer distin-
guishes between an exchange for a dissimi-
lar asset and an exchange for a similar as-
set. Under the Framework, recognition of
income is not dependant upon the dissimi-
larity of the assets exchanged. Thus, in the
new FRS 116, all items of property, plant
and equipment acquired in exchange for
non-monetary assets or a combination of
monetary and non-monetary assets should
be measured at fair value unless (a) the
exchange transaction lacks commercial
substance or (b) the fair value of neither
the asset received nor the asset given up
is reliably measurable.

The new FRS 116 goes on to provide
guidance on how to determine the exist-
ence of commercial substance, and how to
determine if the fair value of an asset is
reliably determined.
(Compare paragraphs 25-26, 75 of the old
FRS 116 with paragraphs 24-26 and BC17-
BC24 of the new FRS 116)

“The new FRS 116 applies to property that is being constructed or

developed for future use as an investment property but does not

yet satisfy the definition of investment property in

FRS 140 Investment Property.”
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Measurement after recognition
In both the old and new FRS 116, an en-

tity could either recognise an item of PPE
at cost, or carry the item at a revalued
amount. The new FRS 116 provides further
guidance that an entity needs to ensure
that the fair value of an asset can be mea-
sured reliably if it chooses to measure such
asset using the revaluation model. Under
the old FRS 116, the use of revalued
amount did not depend on whether fair
values were reliably measurable.
(Compare paragraphs 33-34 of the old FRS
116 with paragraphs 29-31 of the new FRS
116)

Change in definition of residual value in
determining depreciable amount

The old FRS 116 did not specifiy whether
the residual value was to be the amount
expected to be received currently at the
financial reporting date. The new FRS 116
changes the definition to make it clear that
residual value is the amount an entity could
receive for the asset currently if the asset
were already old and worn as it will be
when the entity expects to dispose of it.
(Compare paragraphs 10, 53 of the old FRS
116 with paragraphs 6, 51-54, BC28-BC29
of the new FRS 116)

Commencement and cessation of
depreciation

The old FRS 116 did not specify when
depreciation of an item began. It did, how-
ever, indicate that depreciation should
cease when an item of PPE is retired from
active use and held for disposal.

The new FRS 116 stipulates that depre-
ciation of an item of PPE begins when it is
available for use. Instead of ceasing depre-
ciation when an item of PPE is ‘retired from
use’, the new FRS 116 specifies to continue
depreciating until the asset is deemed ‘held
for sale’ under FRS 5, or until the asset is
derecognised.
(Compare paragraph 77 of the old FRS 116
with paragraphs 55, BC30-BC32 of the new
FRS 116)

Derecognition principles
The old FRS 116 required an item of PPE

to be derecognised on disposal or when no
future economic benefits are expected
from its disposal. It did not, however, state

Accounting for Assets: An Improved Regime

how to determine the date of disposal. The
new FRS 116 specifies that the date of dis-
posal is determined by applying the crite-
ria in FRS 118 Revenue.

The new FRS 116 explicitly states that
any gains arising from derecognition shall
not be classified as revenue. The old FRS
116 did not have this prescription.
(Compare paragraphs 73-75 of the old FRS
116 with paragraphs 67-70 of the new FRS
116)

FRS 5: Non-current Assets Held for
Sale and Discontinued Operations
FRS 5 is a product of IASB’s project to

reduce differences with the US based Fi-
nancial Accounting Standards Board

(FASB). In May 2005, MASB approved the
adoption of FRS 5. It replaces FRS 1352004

Discontinuing Operations.
FRS 1352004 was a disclosure and presen-

tation standard and did not have recogni-
tion and measurement principles. It pre-
scribed the application of the principles of
other FRSs to discontinuing operations.
The new Standard, FRS 5, sets out require-
ments for classification, measurement and
presentation for both non-current assets
held for sale, and for discontinued opera-
tions in one document.

FRS 5 introduces the ‘held for sale’ con-
cept. When an entity wishes to sell a non-
current asset or a group of assets (referred
to as a ‘disposal group’), that asset or dis-
posal group will be classified as ‘held for
sale’ upon meeting certain criteria.

Such assets are to be measured at the
lower of carrying amount and fair value
less costs to sell, and presented separately
from other assets in the balance sheet.
Depreciation will cease while it is classi-
fied as held for sale because the entity is
expected to recover the carrying amount
through a sale, rather than through use.

With regards to discontinued operations,
this standard classifies an operation as
such on the date the operation meets the
criteria to be classified as held for sale or
when the entity has disposed of the opera-
tion. This differs from the previous provi-
sions of FRS 1352004, which focused on ‘dis-
continuing’ rather than ‘discontinued’ op-
erations. An operation was classified as

discontinuing at the earlier of (a) the en-
tity entering into a binding sale agreement;
and (b) the board of directors approving
and announcing a formal disposal plan.

Under FRS 5, an entity would present
the results of discontinued operations
separately on the face of the income state-
ment.

For more information, please contact Dr. Nordin
Mohd Zain, Executive Director or e-mail
nordin@masb.org.my.
Disclaimer: The views expressed in this article
represent the views of the staff of the Malay-
sian Accounting Standards Board. They do not,
in any way, represent the official views of the
Malaysian Accounting Standards Board.
This article is intended for general education
purposes only. It is not an exhaustive discussion
of changes to the standards. Readers are advised
to refer to the standards to fully understand all
the changes made.

AT
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(AF: 1565)

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

� PURCHASE — To purchase any practices within the industry.

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

� RECRUITMENT — New talents for all job positions to scale new
heights with Parker Randall Malaysia.

� BRANCHES — Seeking qualified members to manage offices.

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

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

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

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

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

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

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

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

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

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

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

* TERMS AND CONDITIONS APPLY

SPECIAL NOTICE

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

Special Invitation to MIA members
Free Gold Membership

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

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

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

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

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

Guidelines on Real Estate Investment
Trusts or Property Trust Funds
(REIT/PTF)
Please  be  informed  that  the Guidelines on Real Estate Investment
Trusts or  Property  Trust  Funds  (REIT/PTF)  is  now  available  at
the Inland Revenue Board's  website  at www.hasilnet.org.my  under
the heading of “Law & Regulations-Technical Guidelines”. AT

19th Annual General Meeting
The Institute’s 19th Annual General Meeting will be held on
Saturday, 24 September 2005 at 2.00 p.m. at Ballroom
A & B, Hilton Kuala Lumpur, 3 Jalan Stesen Sentral, 50470
Kuala Lumpur.  The Provisional Notice of the 19th AGM has
been circulated to members. Members can also download the
19th AGM papers including the Council’s Guidelines on pro-
posed Motions and the minutes of the 18th AGM from the
Institute’s website at www.mia.org.my.  The important dates
pertaining to the 19th AGM are as follows:

1. Close of nominations of candidates for election to the Coun-
cil pursuant to Section 8(1)(g) of the Accountants Act 1967
on or before 5.30 p.m on 19 August 2005

2. Close of Motions
on or before 5.30 p.m. on 9 September 2005

3. Lodgement of Proxies
on or before 2.00 p.m. on 22 September 2005

4. Lodgement of Ballot papers (delivery or post)
on or before 2.00 p.m. on 23 September 2005

5. Lodgement of Ballot papers at the AGM (in person)
on or before 2.00 p.m. on 24 September 2005 AT
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Corporate Denial:
Confronting the World’s
Most Damaging
Business Taboo
Author: Will Murray

Publisher: Capstone Publishing

Pages: 180

What do you do when ordinary becomes
OK? This is one question posed very early
in Corporate Denial.

Far too many companies are in denial
about the fact that they have become very
ordinary places to be. As a result they are
unchallenging, uninspiring, ineffective and
generally listless.

Corporate Denial helps companies of all
sizes communicate and get to grips with
the etiquette of inaction. It challenges the
very spirit of how we think about our jobs
and the organisations in which we work.

Author Will Murray, organisational
coach and business relationship trouble-
shooter, confronts what he believes to be
the most damaging business taboo: the life-
less places organisations have become.

According to Murray’s research, three
quarters of organisations lack focus and
motivation, waste resources due to con-
trasting goals and spread themselves too
thinly.

However, as he claims, the majority of

B O O K  R E V I E W

these companies are in denial about the
fact they harbour these qualities. Drawing
parallels with human mental health, he di-
agnoses firms that fail employees.

He highlights behaviour that successful
organisations exhibit in order to avoid the
pitfalls of corporate denial, through encour-
aging a clear sense of purpose, an
energising focus and the development of
solid internal and external relationships.
Most importantly, organisations need to
recruit the right people and nurture them,
focusing more on individual temperament
and personality than skills, which can be
developed later.

Beginning with the Seven Sins of Denial,
the book goes on to tackle issues like cor-
porate stress, desire to amaze, corporate
evolution and truth and reconciliation in
business.

In the final chapter, the author takes you
through what he calls relationship map-
ping: how to build amazingly successful
relationships.

Boardroom Excellence
A Commonsense
Perspective on
Corporate Governance
Author: Paul P. Brountas

Publisher: Jossey-Bass

Pages: 160

AT

AT

Self-evaluation of the board of directors’
performance is receiving increasingly wide
acceptance. The notion is based on the be-
lief that the directors themselves are in the
best position to evaluate their performance.

Many corporate governance advisers
recommend that the board conduct a self-
evaluation of its performance every two
years. The merits of this argument is one
of the points discussed in recently pub-
lished Boardroom Excellence.

Author Paul Brountas, a corporate attor-
ney with more than 40 years experience,
discusses the qualities and components of
effective boards in today’s post-Enron en-
vironment.

He begins by making an interesting note
of how the widespread greed and dishon-
esty contaminating the corporate environ-
ment is a recent phenomenon. This has,
naturally, led public cynicism replacing
public trust and confidence in the current
form of corporate governance.

Written in a concise format, the book is
filled with informative practical advice for
board members of private, public, and non-
profit organisations.

Boardroom Excellence contains an in-
formed discussion of fundamental corpo-
rate governance issues, including the du-
ties and responsibilities of directors and
the proper interaction of the board with the
CEO and management.

Brountas reveals how board members
can be most effective when they are inde-
pendent, possess integrity, are well-in-
formed and involved, and are proactive.

The book of fers timely information
about establishing the values and qualities
that board members should possess and
also developing an environment in the
boardroom where scepticism and serious
discussion are encouraged.

He also makes attempts to bring about
the understanding of what the CEO ex-
pects of the board and what the board ex-
pects of the CEO. Then, there are also dis-
cussions about creating effective indepen-
dent audit, compensation, nominating, and
governance committees.

Another important aspect dealt in the
book is formulating guidelines for periodic
evaluation of the performance of the board
and individual board members.
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B E T T E R  L I F E

How to Balance
Work Life and
Home Life
by Arthur P. Grimshaw

Running your own home business is

by no means easy. There are so many

things around to distract you, and

people who work outside of their

homes don’t have this same problem.
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When you’re first starting
your business, it usually
takes a pretty high prior-
ity in your life, and you

may find yourself juggling your work life
and your home life. Both can be managed
successfully. It’s all a matter of balance.

One of the most important parts of your
home life is your child. Many people,
especially moms, start a home busi-
ness thinking they will be able to
spend more time with their children,
but this usually doesn’t end up being
the case. In a sense, working at home
is the same as working outside of the
home: its still work. You have a job to
do; granted, you probably have more
flexibility to do the work on your own
time schedule. But you still have to
get the work done. It’s very important
to dedicate special time to your kids.
They may feel they are less important
than this new business you are spend-
ing hours on, so remember to take
some time off and spend quality time
doing something that your kids want
to do; go to the park or a museum. If
you have to run business errands with
your kids, try to limit the number of
them and then go do something fun,
such as get ice cream, as a reward for
the kids for being good. You might
want to consider paying your kids if
they are old enough to do some
simple jobs in your office, perhaps fil-
ing or keeping your pencils sharp-
ened. Such situations will help make
them feel more involved in your busi-
ness and more important to you.

It’s dif ficult trying to run a business
when you are providing full-time care to a
child of any age. Babies need constant su-
pervision, diapers, food, snuggling, and
playtime. Thankfully they also have naps,
but a nap schedule can change at anytime
so it isn’t necessarily something you can
always count on. Toddlers also need a great
deal of supervision, and they need more
entertainment than do babies. They also
may not take naps, which may leave you
with very few extended periods of time to
work during the day. It’s a little easier with
school children if they are gone all day, but
you still have volunteer work at their
schools, car pools, and afternoon and

evening activities. It’s not that any of these
are bad things, and in fact, running your
home business is great because it allows
you to be there for your children when they
need these things. But work does have to
be scheduled around these types of activi-
ties. Just remember that your kids are only
young once; work will always be there but

your children won’t.
At some point, you might want to con-

sider your various child care options. Some
people prefer a day care, where the child
is out of the house and with other children,
but this can get very costly. Others like to
have someone come into the house for a
few hours each day or week. This gives you
a feeling of security in knowing your child
is right there if he truly needs you, but it
also gives you time and space to do your
work. Another option is a babysitting co-
op, where friends take turns babysitting for
each other’s children. This is nice because
you will likely have a list of people to call
for babysitting, but it also means you have

to be available to babysit other children too
at some point.

Your spouse is another person with
whom you will have to find balance in your
life. If your spouse is supportive and en-
thusiastic about your efforts, then that
makes your life a little easier. However, if
your spouse is resentful or uninterested,

your job will likely be even harder. It’s
a good idea to sit down with your
spouse before you start your business
and discuss your plans. Let him know
how much time you expect to have to
spend at this venture and ask for his
input on when he thinks is a good time
for you to work. Perhaps you will agree
to hire a sitter for a few hours a day, or
perhaps you will watch the kids during
the day and work after your husband
comes home from his job.

Whatever the plan, it’s important to
respect your spouse by sticking with
it. If you decide you will work from 9-5
and then you run to the office right af-
ter dinner to get back to work, don’t
wonder why your spouse gets annoyed.
Sure, things come up that throw your
plan off track, but it is very important
to keep the lines of communication
open at all times and keep your spouse
informed of what you are doing. After
all, that kind of respect is only fair and
is probably how you would like to be
treated.

Your friends may take a low prior-
ity when you start a new business,
and they will probably have mixed
feelings on that. Real friends will un-
derstand, but will also appreciate if

you make the effort to keep in touch even
when you are busy. After all, you wouldn’t
want to be dumped by your friends either.
Take the time to send a quick note or e-
mail, or call every so often to keep up
with what’s going on with your friends.
They are part of your support system so
treat them, as you would want to be
treated.

It’s all a matter of balance. Remember
that even though you have started a new
business and that part of your life is im-
portant, keep in mind that you do have a
life outside of work. Remember the people
in that life and be considerate and respect-
ful of them. AT

How to Balance Work Life and Home Life

“… remember that your kids are

only young once; work will always be

there but your children won’t.”
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I N S T I T U T E  N E W S

Malaysian and Cambodian
Accountants Sign
Memorandum of
Understanding (MoU)

“As the region continues to vie and attract foreign
direct investments particularly in the high technol-
ogy and skills intensive areas, it is important for
accountants to be equipped and made familiar with
the rules and regulations on a global basis,” said
Datuk Dr. Abdul Samad.

He further added it is critical that the profession
adopts a strategy towards learning and skills en-
hancement and the MoU should be viewed as a posi-
tive step in enhancing the socio-economic growth
for both countries.

Meanwhile, the President of KICPAA, Kak Key,
in his speech said that since the end of the Cambo-
dian civil conflict, the rebuilding of its accountancy
and auditing system has been an important step in
developing its economy and attracting foreign di-
rect investment to his country.

H.E. Ngi Tayi, the Chairman of the Cambodian
Accountancy Council in his welcome address said
that the MoU is the fruit of almost a year of ami-
cable deliberations between the Malaysian and Cam-
bodian accounting fraternity through the common
desire of promoting bilateral cooperation for the
benefit of common interest.

“I am confident that this cooperation will in the
medium run help build-up the professional force in
the accounting field and most importantly lay the
foundation for the reliable financial information for
all users and stakeholders when the Stock Exchange
of Cambodia is slated to open in 2007.”

The Malaysian Ambassador to Cambodia, H.E.
Datin Paduka Dato’ Melanie Leong Sook Lei, dur-
ing her keynote address said that the signing of
the MoU between MIA-MICPA and KICPAA is key
in the overall strategy of increasing private sector
presence in ASEAN’s economic policy delibera-
tions. She believes that the effort taken will pro-
vide stronger cooperation and networking between
the Institutes.

Leong is confident that the MoU would help to
substantially invigorate and strengthen the econo-
mies of ASEAN towards a single market of more
than 500 million people via the ASEAN Economic
Community (AEC). The AEC is a framework
adopted by the Association of Southeast Asian Na-
tions (ASEAN) leaders to liberalise and integrate
the region’s economies by 2020. Under this initia-
tive, the ASEAN envisages a single market with a
free flow of goods, capital, skilled labour and ser-
vices. The framework is expected to boost trade,
investment and tourism activities in the region.

The AEC is also well-received by the accounting
fraternities in both countries as the move will en-
able accountants from Malaysia to freely work in
Cambodia and vice versa. AT

Working together … MIA President, Datuk Dr. Abdul Samad Haji Alias (centre)
with the MICPA President, Dato’ Abdul Halim Mohyiddin (right) exchanging
documents with the KICPAA President, Kak Key. Looking on are Malaysian
Ambassador to Cambodia, H.E. Datin Paduka Dato’ Melanie Leong Sook Lei
(standing, 4th from right)
and the Chairman of the
Cambodian Accountancy
Council, H.E. Ngi Tayi
(standing, centre) with
the rest of the officials
from MIA, MICPA,
KICPAA and the
Cambodian Accountancy
Council

Building rapport …
Malaysian delegation
with KICPAA President,
Kak Key (2nd from right)
and Vice-President, Rany
Chung (3rd from right)
and other officials from
the Cambodian
Accountancy Council

The Malaysian Institute of Accountants (MIA), the
Malaysian Institute of Certified Public Accountants
(MICPA) and the Kampuchea Institute of Certified
Public Accountants and Auditors (KICPAA) signed
a Memorandum of Understanding (MoU) in Phnom
Penh on 21 July 2005 which aims to enhance the
mutual understanding of each other and promote
the common development of the accountancy pro-
fession in their respective countries.

MIA President, Datuk Dr. Abdul Samad Haji Alias
said during his speech that the MoU is a positive
step forward for the accounting profession for both
countries and another way to strengthen the rela-
tionship between the two nations.
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The International Federation of Accountants’ (IFAC)
Education Committee has developed a set of Inter-
national Education Standards for Professional Ac-
countants i.e. IES 1-7 which takes effect from 1 Janu-
ary 2005. These standards prescribe the essential el-
ements of education (including practical experience)
to become a professional accountant, and the ongo-
ing continuing education requirements once quali-
fied as a professional accountant. The standards are
designed to be of assistance primarily to IFAC mem-
ber bodies, which are generally responsible for ei-
ther establishing or implementing education stan-
dards and requirements at the national level.

With this new development, the Malaysian Insti-
tute of Accountants (MIA) organised a series of
roundtable discussions on International Education
Standards (IES) for Professional Accountants in a
bid to provide a platform for exchange of views and

Roundtable Discussion on
International Education
Standards for Professional
Accountants

ideas among interested stakeholders and policy-
makers in the context of aligning the Malaysian ac-
countancy education system with globally accepted
standards.

The first discussion was held on 10 June 2005 at
the MIA Resource Centre, Kuala Lumpur. It consisted
academicians from public institutions of higher learn-
ing. Datuk Dr. Abdul Samad Hj. Alias, MIA’s Presi-
dent, Dato’ Abdul Halim Mohyiddin, MICPA’s Presi-
dent and members of the MIA Education Committee
also participated in this half-day event.

In his welcoming speech, Datuk Dr. Abdul Samad
said, “The standards provide an important frame-
work for all those interested in ensuring the high
quality performance of professional accountants, in-
cluding statutory and regulatory authorities in-
volved with accounting education.”

The event continued with a presentation on Inter-
national Education Standards for Professional Ac-
countants: the Role of the Public Institutions of Higher
Learning. The paper was jointly presented by Dr. S.
Susela Devi, Associate Professor of Accounting at
the Faculty of Business and Accountancy, Univer-
sity of Malaya and Dr. Takiah Mohd Iskandar, Pro-
fessor of Accounting in the School of Accounting,

“The standards

provide an important

framework for all

those interested in

ensuring the high

quality performance

of professional

accountants, includ-

ing statutory and

regulatory authorities

involved with ac-

counting education.”
Datuk Dr. Abdul Samad
MIA President

Passing on the Torch
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It has been four years since the Accountants Act
1967 (the Act) was amended in 2001 and since the
first batch of appointed Council members took of-
fice. The term of office of nine members of the Coun-
cil, first appointed on 16 July 2001 and renewed on
16 July 2003, came to an end on 15 July 2005.

The Council, Secretariat and members of the In-
stitute would like to express our heartfelt apprecia-
tion and gratitude to the following outgoing Coun-
cil Members for their invaluable contribution, dedi-
cation and commitment to the Institute and the ac-
countancy profession in Malaysia:

Prof. Dr. Takiah Mohd Iskandar

Prof. Dr. Mohamad Ali Abdul Hamid

Prof. Madya Dr. Nafsiah Mohamed

Prof. Madya Dr. Noorhayati Mansor

Y. Bhg. Dato’ Syed Amin Al-Jeffri

Mohd Nor Ahmad

Zahrah Abd. Wahab Fenner

Sudirman Masduki

Tuan Haji Muztaza Mohamad

The Institute is pleased to announce that the Min-
ister of Finance II has, pursuant to section 8(2) of
the Act, appointed prominent and suitably quali-

1

2

fied members of the Institute to the Council with
effect from 16 July 2005 under the following cat-
egories:

Section 8(1)(b) of the Act:
(a) Prof. Dato’ Dr. Daing Mohd Nasir Daing Ibrahim
(b) Prof. Madya Dr. Shamsul Nahar Abdullah
(c) Prof. Madya Dr. Shahul Hameed Mohamed

Ibrahim
(d) Prof. Dr. Ibrahim Kamal Abdul Rahman

Section 8(1)(f) of the Act:
(a) Tuan Haji Rosli Abdullah
(b) Tuan Haji Idris Yahaya
(c) Nik Mohd Hasyudeen Yusoff
(d) Alina Hashim
(e) Dzulkifli Ahmad

The Institute is also pleased to announce that the
Minister of Finance II has renewed the appoint-
ments of Abdul Rahim Abdul Hamid and Y. Bhg.
Datuk Khalid Ahmad for a further term of two years,
with effect from 16 July 2005.

The Council, Secretariat and members welcome
the incoming Council Members and look forward
to a productive and fresh new phase for the Insti-
tute and the profession. We also hope that the out-
going Council Members will continue to contribute
to the Institute and the profession in the years to
come. AT

Institute News



52 ACCOUNTANTS TODAY • August 2005

Institute News

Faculty of Economics and Business, Universiti
Kebangsaan Malaysia.

In this presentation, they highlighted issues per-
tinent to the education system in Malaysia, which
among others included the critical role played by
the public universities in educating potential profes-
sional accountants. The presentation also identified
gaps in the current accounting education process
and issues faced by public universities as key ac-
counting education providers. This was followed by
a group discussion session, which addressed ques-
tions related to the issues presented earlier.

Based on the discussions held that day, it is be-

lieved that the Institute together with its stakehold-
ers need to take proactive steps to ensure the cur-
riculum at the universities remain relevant and meet
the global standards for future accounting gradu-
ates. More importantly, local accounting graduates
need to be aware of the challenges of globalisation
and internationalisation initiatives in the accoun-
tancy sector.

Three other series of roundtable discussions were
held for the following groups: members in Public
Practice (23 June 2005), members in Commerce and
Industry (14 July 2005) and members in Public Sec-
tor (15 August 2005).

In conjunction with the National Accountants Con-
ference 2005 (NAC), the Malaysian Institute of Ac-
countants (MIA) and the Malaysian Accountancy Re-
search and Education Foundation (MAREF) will be
presenting awards for outstanding research papers
in the field of accountancy.

It is the first time that the two bodies are collabo-
rating on a project of such nature in conjunction with
the upcoming NAC 2005 on 22-23 November 2005
to give due recognition to accountancy research
which is cutting-edge and relevant in improving ac-
countancy practice.

Researchers are invited to submit their completed
research papers to vie for the MIA-MAREF Out-
standing Research Paper Award (MORPA) 2005 with
cash prizes of RM3,000 for first place and RM2,000
and RM1,000 for second and third places respec-
tively.

The first place winner will present his/her paper
at the NAC on 23 November 2005. All winning pa-

pers will be published in Accountants Today and the
Malaysian Accounting Review (accountancy research
journal of University Teknologi MARA (UiTM)).

The competition is open to research done in Malay-
sia only and the research must be in the English lan-
guage. Papers which have been previously published
and presented at other conferences are acceptable.

The papers will be reviewed by a panel of judges
made up of academicians and practitioners from the
MAREF Research Board. The panel is chaired by
Dr. Mohammad Adam Bakar, Deputy Rector of
Legenda College.

The competition runs from 8 July 2005 until 12 Au-
gust 2005. Application forms and guidelines for sub-
missions can be downloaded from www.maref.org.my/
morpa.

For fur ther information, please contact the
MORPA Secretariat at: 03-2274 9911 (Rahmawati),
03-2279 9264 (Chelsea), 03-2279 9338 (Tuttie) or
email: maref@ streamyx.com

MIA-MAREF Outstanding Research Paper
Award (MORPA) 2005

Qualifying Examination:
Improved Results

Except for one paper, candidates who sat for the
MIA Qualifying Examination in March have
shown improvement compared to the September
2004 sitting.
13 May 2005 was the much awaited date for candidates
who sat for the MIA QE last March. For, that was when
the results for all four papers — Business and Com-
pany Law, Taxation, Audit and Assurance Services,
and, Advanced Financial Accounting and Reporting
— were announced. Overall, there’s a slight improve-
ment compared to the September 2004 results but the

AT

examiners summed up the results in one sentence:
“Very poor preparation for the examination.”

This point is clearly demonstrated in the results for
the Business and Company Law paper where out of
the 120 candidates registered, only nine passed. The
rest either failed (88) or were absent (23). In the Taxa-
tion paper three passed with distinction, 40 passed and
99 failed. Twenty were absent. The Audit and Assur-
ance Services paper saw six candidates pass with dis-
tinction, 22 passed, 55 failed and 14 were absent. For
the Advanced Financial Accounting and Reporting pa-
per, only one candidate passed with distinction, 25
passed and 73 failed while 20 were absent.

The main reason cited for the candidates’ dismal per-

AT
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Kong handing over the books to the Institute’s Librarian, Kalsom Mat Akil

AT

Member Donates 100 Books
to MIA Library
Kong Voon Sin believes in sharing. That is the main
reason why he donated 100 books to the Institute’s
library last month. “I sincerely hope that these books
will benefit MIA members the same way that it ben-
efited me,” he said. “I have become a better person
having read these books, and now I would like to pass
it on to others so they can achieve the same as well.”

With this gesture, he also hopes that others will
come forward to do the same. The books, which
are in excellent condition, were accumulated over
the last six years while he was doing his doctoral
studies, he told Accountants Today, after handing the
books over to the Librarian, Kalsom Mat Akil. AT

The Internal Audit Committee (IAC) of the Malay-
sian Institute of Accountants (MIA) will be holding
an Essay Competition for the Year 2005.

Themed The Role of Independent Directors in an
Audit Committee within a Globalised Environment, the
competition is open to accounting students at bach-
elors, masters and professional levels of all Institutions
of Higher Learning (IHLs), private colleges and stu-
dent members of professional accountancy bodies.

The first prize winner will receive a cash prize of
RM1,500, the second and third prize winners will

Essay Competition on the
theme: The Role of
Independent Directors in an
Audit Committee within a
Globalised Environment

receive RM1,250 and RM1,000 respectively. There
will be five consolation cash prizes of RM250 each.

In addition, all winners will be given a one year
free subscription of the Institute’s magazine, Accoun-
tants Today. For essays of special merit, the author
will be awarded a Certificate of Merit. The top 15
essays will also receive a copy of the Malaysian Ap-
proved Standards on Auditing.

Interested participants are requested to submit their
essays in hardcopy and softcopy, using Microsoft Word
2000 format. The essays may be composed in either
English or Bahasa Melayu. The deadline for submis-
sion is 30 September 2005. Participants are encour-
aged to submit as many entries as they wish.

Submission via e-mail is also acceptable. For fur-
ther details, please visit the MIA website at
www.mia.org.my or contact Maizatul Azura Alias/
Noor Azlina Abu Bakar at 03-2279 9200 or e-mail:
technical@mia.org.my.

AT

formance in the Business and Company Law paper was
their lack of knowledge of the substantive law, render-
ing them unable to apply the law according to the con-
text of the questions. The examiners also commented
that the candidates made no reference at all to case laws
or relevant sections of a particular statute.

The examiners also lamented the poor mastery
of the English language among the candidates. This,
they said, caused difficulty in understanding or
grasping the complexity of the subject matter.

As for the Taxation paper, the examiners opined that
performance of the candidates were better than in the
previous examination but some failed to understand
the subject matter, demonstrating their lack of knowl-
edge and poor preparation for the examination.

Most candidates scored on question 2 that car-

ried 30 marks in the Auditing and Assurance Ser-
vices paper. However, answers for the other ques-
tions were disappointing and clearly reflected the
lack of preparation and understanding of the sub-
ject matter among the candidates.

The last paper, Advanced Financial Accounting
and Reporting, also showed the same trait among
candidates, that is, lack of knowledge and poor
preparation for the examination.

As the examination is an important tool for the
candidates to gain recognition in Malaysia, it is
therefore imperative for them to prepare themselves
thoroughly and diligently. Also, there is a need for
these future accountants to improve their mastery
of the English language — not just to pass the QE
but also to enhance their working skills.

Institute News



54 ACCOUNTANTS TODAY • August 2005

The MIA Penang Branch led by Chair-
man, Fan Kah Seong and Vice-Chairper-
son, Adelena Lestari Chong hosted its
maiden media luncheon for The Star,
Bernama and Chinese dailies i.e. Guang
Ming, Kwong Wah and Nanyang on 18
June 2005 at Shangri-La Hotel.

The event kicked off with a welcome
address by Kah Seong. Besides elabo-
rating on the role of MIA and the Fo-
rum on the Accountancy Profession
with Penang as the next state to hold
it, Kah Seong updated the media rep-
resentatives on the MIA Penang
Branch Committee’s initiative to
organise a charity dinner in November
2005. The charity dinner is to raise
funds for the Handicapped Children’s
Centre to set up a speech therapy unit.

Besides fostering camaraderie, Lee
Min On, Partner, KPMG provided food
for thought in his presentation, The
Lighter Side of Corporate Governance.
He highlighted that among some mis-

PENANG BRANCH

Fostering Closer Ties with the Media
conceptions was the tendency for com-
panies to believe that corporate gover-
nance with the application of some 33
best practices would guarantee profits.
Min On emphasised that as far as prof-
itability is concerned, the attribute of
business acumen and the saying, early
bird catches the worms hold true.

Among the media representatives
present were Zuraida Abdul Rahman,
Bureau Chief, Bernama; Nik Khusairi
Nik Ibrahim, Journalist, The Star; Tan
Eng Eam, President, Penang Press
Club; Chan Yoke Yuan, Reporter,
Guang Ming; Kh’ng Teng Hai, Colum-
nist, Kwong Wah; and Lee Wai Tuck,
Regional News Editor, Nanyang. Also
playing hosts were MIA Honorary
Secretary, Heah Theng Chye; Honor-
ary Treasurer, Assoc. Prof. Hasnah
Haji Haron; committee members,
David Hor, Khor Boon Hong, Lee
Theng Thoong, Ooi Kok Seng and Ooi
Phaik Swee.

One for the album, committee members and media
representatives

Lee Min On
sharing his
thoughts on
corporate
governance

Institute News

The Miri Chapter Committee and K2 Organising
Chairman, Sim Yong Liang, raised RM7,500 under
the Accountants Care Too annual project. The 10 do-
nors were mainly from the chapter’s committee with
other generous Miri members. The contributed
amount went to the purchase of school bags, books
and stationaries as donations to 76 needy pupils of
SJK Chung Hua, Lutong. This primary school was
selected by the chapter because many of its pupils
are from poor families.

SARAWAK BRANCH Caring Miri

AT
Miri Chapter committee members with teachers and pupils of SJK Chung Hua,
Lutong at the handing over ceremony.

AT

Dr. Chan Huan Chiang, Associate
Professor at Universiti Sains
Malaysia’s Centre for Policy Re-
search and economic consultant to
the Socio-economic and Environmen-
tal Institute (SERI), presented a talk
on the Ringgit Peg on 10 May 2005 at
the MIA Penang Branch office. He
shared and discussed his views on
the various implications over the is-

Evening Talk — A Sharing of Experience and Views

sue. The talk was attended by more
than 40 participants.

The next evening talk has been
scheduled for 5 September 2005. Mr
Ken Lo with more than 10 years expe-
rience as financial adviser to clients
from a wide spectrum of industries will
share his expertise in his talk on Busi-
ness Succession Planning. For details,
please call Min Min at 04-229 4203.

Speaker Dr. Chan Huan Chiang ( 3rd left ) with
Branch Chairman, Fan Kah Seong and participants AT

Adelena
Lestari
Chong
presenting a
memento to
Lee Min On
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Institute News

Incorporation and Aim
The Malaysian Association of Accounting Adminis-
trators (MAAA) was incorporated in 1990 with lim-
ited liability under Section 16(4) of the Companies
Act, 1965 in recognition of the two-tiered nature of
the accountancy profession. MAAA is a company
sponsored by the Malaysian Institute of Accountants
(MIA).

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

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

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

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

Council Members (2005)
Elected Members
Izhar Abd Kahar  (President);
Koo Yew Fook, Allan  (Vice-President)
Cheah Foo Seong;  Chin Wah Yin;  Kasim Darus;  Lim
Ah Leck;  Low Han Men, Aric;  Mahadevan s/o
Gengadaram;  Mok Kam Seng;  Panneer Selvam;  YM
Raja Noorhana bt Raja Harun;  Wong Chee Kheong;
Yong Yoon Kee

MIA Nominated Members
Lim Thiam Kee; Prof. Dr. Mohamad Ali bin Abdul
Hamid; Mohd Sarif bin Ibrahim

Secretariat Office
Malaysian Association of Accounting Administrators
Dewan Akauntan, 2 Jalan Tun Sambanthan 3
Brickfields, 50470 Kuala Lumpur
Tel : 03-2279 9200  Fax : 03-2274 1783
e-mail : maaa@mia.org.my

MAAA holds its AGM

On 25 July 2005, the Malaysian Association of Ac-
counting Administrators held its Adjourned 15th An-
nual General Meeting at the Malaysian Institute of
Accountants (MIA).

The President, Izhar Abd Kahar chaired the meet-
ing. He updated the members present on the activi-
ties and progress of the Association during the past
one year. In his speech, the President expressed the
Council’s optimism that the LAN Accreditation for
its Diploma in Accounting (DIA) examination will
be obtained within the year. The second urgent and
important item concerning the resolution of the
Amnesty Programme with MIA was also discussed
at length. The on-going involvement of the Associa-
tion in developing the National Occupational Skills
Standard (NOSS) on Accounting for the National
Vocational Training Council under the auspices of
the Ministry of Human Resources Malaysia, will
continue to be a top priority of the Association in
this year’s calendar.

Malaysian Association of Accounting Administrators ▼

The President, Izhar
Abd Kahar chairing the
Adjourned 15th Annual
General Meeting

M A A A  N E W S

AT

The MIA Sabah Branch committee members at-
tended the Open Day of the Society for Sabah Heart
Fund (SOS) on 13 June 2005 at the SOS Secretariat
which was officiated by YB. Datuk Seri Panglima
Hj. Yahya Hussein, Minister of Community Devel-
opment & Consumer Affairs.

Several heart patients, especially children who had
undergone surgery were introduced to all who partici-
pated in the Open Day ceremony. The President of SOS,
Datuk Christine Tibok-Van Hounten said each patient
would need about RM30,000 to undergo the surgeries
at the National Heart Institute (IJN) and Gleneagles
Medical Centre in Penang. Sabah Branch MIA has been
generously supporting the SOS funds.

Branch Chairman,
Alexandra Thien
(4th from right) and
the SOS President,
Datuk Christine
Tibok-Van
Hounten (2nd from
right) with heart
patients at the Open
Day Ceremony

SABAH BRANCH Sabah Branch attends open day of SOS

AT
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SABAH BRANCH Sabah Branch attends open day of SOS

AT
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The Superbrand organisation operates within 36
countries, promoting and paying tribute to excep-
tional brands that offer customers distinct advan-
tages over their competitors’ offerings. CIMA has
been awarded special status as one of Britain’s busi-
ness-to-business brands. Out of a shortlist drawn
from tens of thousands of brands by an independent
authority, CIMA is the only professional account-
ing body to achieve this standing.

According to Angela Pumphrey, Managing Editor of
Business Superbrands, the Business Superbrands Coun-
cil, made up of eminent figures from the world of brand-
ing, used a shortlist of over 1,000 brands. They were

CIMA awarded
Superbrand status

tasked with identifying the strongest based on their
personal perceptions of the brands strength and qual-
ity in the market. When scoring, they kept the follow-
ing definition in mind: “A Business Superbrand has es-
tablished the finest reputation in its field and offers cus-
tomers emotional and/or tangible advantages over com-
petitors, which (consciously or sub-consciously) cus-
tomers want, recognise, and are confident about invest-
ing in. Business Superbrands are targeted at businesses
and organisations (although not exclusively so).”

CIMA is mentioned in the publication, Business
Superbrands, which gives an insight into over 80 of
Britain’s strongest business to business brands in
2005. The publication explores the history, devel-
opment and achievements of these brands, provid-
ing a precious insight into their branding strategy
and the resulting work. AT

“A Business

Superbrand has

established the finest

reputation in its field

and offers customers

emotional and/or

tangible advantages

over competitors,

which customers

want, recognise, and

are confident about

investing in.”

C O L U M N S  news from professional bodies

Institute Silver Medallist
Chartered Institute of Management Accountants ▼

In the history of CIMA
Malaysia, with humble
beginnings in the 1970s,
the second person to be
awarded an Institute
medal is Mr. E. S. Lim,
FCMA. The first was YM
Raja Dato’ Seri Abdul
Aziz bin Abdul Salim,
FCMA, the Founder
President of the Divi-
sion, who was awarded
the Gold Medal in 1986.

Lim is a familiar face among the accounting fra-
ternity in Malaysia. An award truly deserved, Lim
received the Institute’s Silver Medal on 11 June 2005
at the Institute’s Annual General Meeting held at
the Café Royal in London.

Lim paid tribute to several people on the recogni-
tion accorded to him. He said, “I must say that this
award is the result of the cooperation, support and
assistance given by the past and present Council
Members and staff whom I had worked with in Ma-
laysia, UK and internationally. And also to those in-
cluding my family who believed, trusted and let me
serve CIMA in the last 20 years. I will always be
sentimental about CIMA and I promise to promote
it in the journey of my life.”

The Institute’s Silver Medal is only awarded ex-
ceptionally to members who have given outstand-
ing service to the Institute. It is recognition, beyond
the holding of an office at Divisional, Area or Branch

level, to those who have served the Institute with
distinction in a number and range of capacities.

Lim’s first involvement with CIMA was in 1984 and
since then, he has served the Institute with passion
and dedication until his retirement in June 2004. He is
the driving force behind the many milestones in the
development of the Malaysia Division. In 1990, he was
the Honorary Secretary of CIMA Malaysia Division.
In 1992, he became its Vice-President and was subse-
quently elected as the Division’s second President in
1993. During his presidency up to 1996, the Division
saw substantial growth in membership and student
recruitment. The Divisional staff grew from a fledg-
ling staff of two to a full team, taking on the responsi-
bilities of marketing the CIMA qualification and giv-
ing support to members and students at a greater level.
He played an active role in the Malaysian Institute of
Accountants (MIA) and was instrumental for CIMA’s
greater representation in the regulatory body. He is
currently serving in the MIA Public Practice Commit-
tee and the Accounting & Audit Committee, positions
he has held since 2000.

On the international front, Lim was elected as the
Institute’s Council Member from Malaysia Division in
1996. In 1998 he was elected from Area 16 (South-East
Asia), which includes the Malaysia Division, and he
served until June 2004. During this time, he also served
in various committees, including the International
Committee and Student Development Committee.

He is currently practising under E S Lim & Co,
Chartered Accountants, and is an independent non-
executive director on the Board of two companies
listed on Bursa Malaysia. AT

In memory
It was not until Monday,

25 July 2005, that the

Institute learned about

the sudden demise of

Lim Eng Seng. His con-

tributions in promoting

and developing the ac-

counting profession in

the country will always

be remembered by us.

Our condolences and

sympathy.

Lim receiving the
award from Professor
Roland Kaye
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Enron’s Whistleblower
speaks on Integrity and its
Value to Businesses
Make a date with Lynn Brewer on 6 September
2005. Brewer is a dynamic speaker and has capti-
vated audiences worldwide, including India, Ven-
ezuela, Canada and at the New York Stock Ex-
change. In 2003 she was nominated for the ‘Women
of Influence’ award. In Malaysia, she will present a
half-day morning programme on The Value of In-
tegrity: Understanding the Hidden Value of Business
Intangibles.

A former executive of Enron, Brewer is currently
the President of the Integrity Institute Inc., US,
which independently assesses and certifies corpo-
rate integrity at the request of organisations for the
benefit of their stakeholders. She is the author of
Confessions of an Enron Executive: A Whistleblower’s
Story. In her nearly three years at Enron, she was
responsible for Risk Management in Energy Op-
erations, the e-commerce initiatives for Enron’s wa-
ter subsidiary, and Competitive Intelligence for

Lynn Brewer

AT

Enron Broadband Ser-
vices.

In Brewer’s pro-
gramme in Malaysia,
you can expect a dra-
matic and compelling
look inside Enron, the
company that has be-
come the poster-child
for corporate corrup-
tion. This includes bank
fraud, espionage, power
price manipulation and
blatant overstatements
to the media and financial world.

Special seminar rates apply for MIA members.
Please contact CIMA Malaysia Division for more
details. Tel: 03-7803 5242/5268 Fax: 03-7805 1594
e-mail: kualalumpur@cimaglobal.com.

Condolences
The President, Council Members, Members and Secretariat Staff of the

Malaysian Institute of Accountants share the sad loss of, and extend condolences to

Mrs Katherine Lim & family
Upon the passing away of

Lim Eng Seng
on Sunday, 24 July 2005

From

News from Professional Bodies

Malaysian Institute of Accountants
A C C O U N T A N T S  :  M A N A G E R S  O F  VA L U EA C C O U N T A N T S  :  M A N A G E R S  O F  VA L U E

19671967
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News from Professional Bodies

CPA Australia Launches
e-CPD

CPA Australia ▼

ATCPA members try the e-CPD during the launch

A new study pathway featuring a comprehensive
range of training courses ranging from Microsoft
office to management and business development
was recently launched.

The e-CPD, or Continuing Professional Develop-
ment courses online, is sourced from leaders in the
e-learning field and is delivered via one of the most
advanced e-learning technologies available today.
The e-CPD allows the flexibility of gaining training
in a wide range of topics via the IBM Virtual Cam-
pus. As an added bonus, all e-CPD courses have
been approved to attain between two to six CPD
hours, allowing the applicant to comply with CPA
Australia’s CPD requirements.

Training on e-CPD is easy — all you need is internet
access to stay ahead in your continuing development
programme. Another attractive point is the special
rates for CPA Australia members. The e-CPD is de-
signed to be flexible, convenient, private and self-
paced. It is not only a primary learning source but
also a refresher or support tool.

For more information about e-CPD, please visit http:/
/virtualcampus.learningspace.com.au/ibmap/cpaap

CPA members Tan Kok Kee, Chiu Tze Ming and Khong Kit Thong share one
common connection. They have been loyal members of CPA Australia for 50
years. In thanking them and celebrating their long-standing membership with
CPA Australia, they were each presented a memento recently. At 78, Khong Kit
Thong is one of the oldest CPA members in Malaysia. He joined CPA Australia
as a member in 1955. Khong received his memento from fellow CPA member
and the Sunway Group chairman, Tan Sri Dr. Jeffrey Cheah who was guest of
honour at the recent Award and Certificate Presentation ceremony. Also re-
ceiving his memento that night was 76 year old Tan Kok Kee, a member since
1954. At a luncheon to celebrate senior members, Chiu Tze Ming was presented
his 50 years membership memento by CPA Australia Malaysian Branch Presi-
dent, Margaret Chin. Chiu, 74, has been a member since 1955.

Celebrating 50 years membership with
CPA Australia

Khong Kit Thong (right) with Tan Sri Dr. Jeffrey Cheah

AT

Tan Kok Kee (right)
grins in appreciation as
he receives his memento

Chiu Tze Ming (left) receiving his token of
appreciation from Margaret Chin
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News from Professional Bodies

In recognition of this year’s unique 125th anniver-
sary programme to encourage debate in world mar-
kets, highlights from the ICAEW Annual Confer-
ence held recently in London are now available as
an online webcast. You can watch and listen to the
presentations delivered by a range of leading inter-
national speakers at your desktop, wherever you are
in the world.

Featured speakers include Barry Gardiner MP,
Minister for Competitiveness, UK Department of
Trade and Industry, focusing on UK competitive-
ness in a global market and the key economic driv-
ers. Wang Jun, Assistant Minister of Finance of
China, provided an overview of China’s accounting
and auditing standards and the role of the accoun-

Institute of Chartered Accountants in England and Wales ▼

Highlights of the ICAEW
Annual Conference —
Available Online

tancy profession in supporting economic develop-
ment and international trade in China.

A Financial Directors’ panel session was delivered
by Neil Wood, FD of the London Olympic Bid Com-
mittee, Zoe Tyndall, FD of the restaurant chain Yo!
Sushi and Ken Lever, FD of Tomkins plc.

The need for exacting standards of corporate gov-
ernance and financial reporting was discussed by a
panel comprising Christine Farnish, Chief Execu-
tive of the National Association of Pension Funds
(NAPF), Sir Derek Higgs, Senior Advisor, at the
Union Bank of Switzerland (UBS), and Stephen
Hadrill, Chief Executive of the Association of Brit-
ish Insurers (ABI).

Graham Ward, President of the International Fed-
eration of Accountants (IFAC), focused on the fu-
ture of the profession.

To see a selection of these speakers as well as
others featured on the programme, go to
www.icaew.co.uk/125.

The Malaysian Institute of Taxation ▼

“Repositioning MIT”
The newly appointed Council of the Malaysian In-
stitute of Taxation successfully concluded a brain-
storming session on 25 June 2005 at Saujana Resort,
Subang with the guidance and assistance of facilita-
tor, Mohd Azmi Abdullah.

This session was named as “Repositioning MIT”
in line with the objective of the session which is to
draft a strategic plan with a new mission statement.
It was crucial for the Council to undergo such a ses-
sion in view of the rapid changes in the tax environ-
ment in Malaysia. As a result of this session, the In-
stitute identified new strategic objectives and priori-
ties and formulated relevant action plans to weather
the arising challenges and the changing environment.

At the end of the day, the Council developed the
following as the new mission statement of the Insti-
tute:

MIT MISSION STATEMENT

 To be the premier body providing ef fective
institutional support to members and promot-
ing convergence of interests with government,

using taxation as a tool for the nation’s
economic advancement; and

To attain the highest standard of technical and
professional competency in revenue law and
practice supported by an ef fective secretariat.

Several key objectives were also identified with
the main focus of providing better support services
to its key stakeholders. Armed with a new mission
statement, the Institute is poised to be the leading
tax body in the country and to effectively represent
the voice of its members.

AT

AT

Seated from left to right:
Harpal Singh Dhillon,
SM Thanneermalai,
Tuan Haji Abdul Hamid
bin Mohd Hassan, Lim
Heng How, Mohd Azmi
Abdullah (facilitator),
Prof Dr. Jeyapalan
Kasipillai. Standing
from left to right: Dr.
Ahmad Faisal bin
Zakaria, Venkiteswaran
Sankar, Khoo Chin
Guan, Raymond Liew ,
Lim Kah Fan, Neoh
Chin Wah, Aruljothi
Kanagaretnam, Adrian
Yeo Eng Hui

“As a result of this session, the Institute

identified new strategic objectives and

priorities and formulated relevant action plans

to weather the arising challenges and the

changing environment.”
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News from Professional Bodies

47th Annual Dinner
The MICPA held its 47th Annual Dinner with the
theme Flower Power Nite on 24 June 2005 at the
Prince Hotel and Residence. The Dinner was graced

by YB Tan Sri Nor
Mohamed Yakcop, Min-
ister of Finance II and
was attended by over 450
members and invited
guests. Among the distin-
guished guests were
YBhg Tan Sri Datuk Dr.
Hadenan Abdul Jalil, Au-
ditor-General; Yusli
Mohd Yusof, CEO of
Bursa Malaysia; YBhg
Dato’ Zainal Abidin Putih,

Chairman of the Malaysian Accounting Standards Board; YBhg Tan Sri Datuk Dr.
Ng Lay Swee, President of Universiti Tunku Abdul Rahman; and YBhg Tan Sri Lim
Kok Wing, President of the Malaysian Institute of Directors. Also present were
Presidents of several professional bodies and Deans of Universities.

Anugerah Presiden 2005
The Annual Dinner was also the occasion for the presentation of Anugerah Presiden
2005 to a member who has made exceptional contributions to the development
of the Institute, the accountancy profession as well as the community.

YBhg Tan Sri Lim Leong Seng is the recipient of Anugerah Presiden 2005. He
was admitted as a member of the then Malaysian Association of Certified Pub-
lic Accountants (MACPA) in 1971. He was elected to the Council of MACPA in
1975 and served for 18 years until his retirement in 1993. Tan Sri Lim is one of
our most senior members — he will turn 89 on his coming birthday.

The Institute benefited greatly from Tan Sri’s wealth of experience, guidance
and advice. He headed the Taxation Working Group and represented the Insti-
tute in dialogues and meetings with the Government on policies and legislation
relating to taxation. Tan Sri Lim also served on the Institute’s Disciplinary Com-
mittee and Examination Committee.

Tan Sri Lim has built an exemplary career in both the public and private sec-
tors. He started his service with the Inland Revenue Department in 1949 and was
appointed as Director-General of Inland Revenue in 1967, a position he held until
1971. He then assumed the post of tax adviser in the Ministry of Finance from
1971 to 1974. He retired from the civil service in 1979 and took up the position as
Tax Consultant with Pricewaterhouse & Co until his retirement in 1992.

Tan Sri Lim has been actively involved in spiritual, educational and chari-
table organisations. In recognition of his devoted service, Tan Sri Lim was con-

ferred Papal Awards in-
cluding Benermerenti in
1970 and the Knight of
the Order of St Gregory
the Great in 2003.

Tan Sri Lim has also
been conferred awards
by the Government in-
cluding PSM, JMN and
KMN, which speak well
of his outstanding meri-
torious service and con-
tribution to the nation.

The Malaysian Institute of Certified Public Accountants ▼ 47th Annual General Meeting
The MICPA held its 47th Annual General Meeting on
25 June 2005 at the Pan Pacific Hotel, Kuala Lumpur.
At its Council meeting held following the AGM, YBhg
Dato’ Abdul Halim Mohyiddin was re-elected as Presi-
dent and YBhg Dato’ Nordin Baharuddin as Vice-
President for 2005/2006. Dato’ Abdul Halim
Mohyiddin was first elected to the MICPA Council
in 1987. He is formerly a partner of KPMG Malaysia
and now a director of several public-listed companies.
Dato’ Nordin Baharuddin was first elected to the
MICPA Council in 2000. He is formerly Chairman of
Ernst & Young Malaysia and now Chairman of
Syarikat Prasarana Negara Berhad.

MICPA Business Forum 2005
The MICPA Business Forum 2005 is scheduled to be
held on 5-6 September 2005, at the Kuala Lumpur
Convention Centre. Featuring the theme Broadening
Business Horizons: Malaysia and Beyond, the Forum
will provide invaluable insights on strategies for driv-
ing business growth and provide an interactive plat-
form for the exchange of ideas and experiences. Our
panel comprising prominent corporate leaders, busi-
ness professionals and capital market regulators will
discuss innovative business models, share first hand
experiences and ideas to help participants formulate
effective strategies to broaden their business hori-
zons and reinforce the position of their organisations
in today’s challenging business environment.

MICPA Business Forum
Keynote Address: YB Dato’ Dr. Ng Yen Yen,
Deputy Minister of Finance 1

Plenary Session:
Session 1 Global Business Trends —  Threats

and Opportunities
Session 2 What it takes to be a Successful

Global Player
Session 3 Tapping the Global Capital Markets
Session 4 Expanding Horizons — Strategising

for Tax Efficiency
Session 5 Branding — A Winning Strategy for

Business Growth
Session 6 Forum on Strategies for Global

Business Success

The Business Forum is targeted at company di-
rectors, chief executive officers, chief finance offic-
ers, chief accountants, auditors, business advisors,
fund managers, investment analysts, senior govern-
ment officers and other business professionals who
are interested to learn about key issues and strate-
gies to broaden their business opportunities.

For further information on the MICPA Business
Forum 2005, please contact Joseph Leong, Train-
ing Manager of MICPA at Tel: 03-2698 9622   Fax:
03-2698 9403   e-mail: joseph.edu@micpa.com.my or
visit the MICPA website at www.micpa.com.my

AT

ATTan Sri Lim receiving the award from YB Tan Sri Nor

MICPA’s President, Dato’
Abdul Halim Mohyiddin

delivering his speech
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personal perceptions of the brands strength and qual-
ity in the market. When scoring, they kept the follow-
ing definition in mind: “A Business Superbrand has es-
tablished the finest reputation in its field and offers cus-
tomers emotional and/or tangible advantages over com-
petitors, which (consciously or sub-consciously) cus-
tomers want, recognise, and are confident about invest-
ing in. Business Superbrands are targeted at businesses
and organisations (although not exclusively so).”

CIMA is mentioned in the publication, Business
Superbrands, which gives an insight into over 80 of
Britain’s strongest business to business brands in
2005. The publication explores the history, devel-
opment and achievements of these brands, provid-
ing a precious insight into their branding strategy
and the resulting work. AT

“A Business

Superbrand has

established the finest

reputation in its field

and offers customers

emotional and/or

tangible advantages

over competitors,

which customers

want, recognise, and

are confident about

investing in.”

C O L U M N S  news from professional bodies

Institute Silver Medallist
Chartered Institute of Management Accountants ▼

In the history of CIMA
Malaysia, with humble
beginnings in the 1970s,
the second person to be
awarded an Institute
medal is Mr. E. S. Lim,
FCMA. The first was YM
Raja Dato’ Seri Abdul
Aziz bin Abdul Salim,
FCMA, the Founder
President of the Divi-
sion, who was awarded
the Gold Medal in 1986.

Lim is a familiar face among the accounting fra-
ternity in Malaysia. An award truly deserved, Lim
received the Institute’s Silver Medal on 11 June 2005
at the Institute’s Annual General Meeting held at
the Café Royal in London.

Lim paid tribute to several people on the recogni-
tion accorded to him. He said, “I must say that this
award is the result of the cooperation, support and
assistance given by the past and present Council
Members and staff whom I had worked with in Ma-
laysia, UK and internationally. And also to those in-
cluding my family who believed, trusted and let me
serve CIMA in the last 20 years. I will always be
sentimental about CIMA and I promise to promote
it in the journey of my life.”

The Institute’s Silver Medal is only awarded ex-
ceptionally to members who have given outstand-
ing service to the Institute. It is recognition, beyond
the holding of an office at Divisional, Area or Branch

level, to those who have served the Institute with
distinction in a number and range of capacities.

Lim’s first involvement with CIMA was in 1984 and
since then, he has served the Institute with passion
and dedication until his retirement in June 2004. He is
the driving force behind the many milestones in the
development of the Malaysia Division. In 1990, he was
the Honorary Secretary of CIMA Malaysia Division.
In 1992, he became its Vice-President and was subse-
quently elected as the Division’s second President in
1993. During his presidency up to 1996, the Division
saw substantial growth in membership and student
recruitment. The Divisional staff grew from a fledg-
ling staff of two to a full team, taking on the responsi-
bilities of marketing the CIMA qualification and giv-
ing support to members and students at a greater level.
He played an active role in the Malaysian Institute of
Accountants (MIA) and was instrumental for CIMA’s
greater representation in the regulatory body. He is
currently serving in the MIA Public Practice Commit-
tee and the Accounting & Audit Committee, positions
he has held since 2000.

On the international front, Lim was elected as the
Institute’s Council Member from Malaysia Division in
1996. In 1998 he was elected from Area 16 (South-East
Asia), which includes the Malaysia Division, and he
served until June 2004. During this time, he also served
in various committees, including the International
Committee and Student Development Committee.

He is currently practising under E S Lim & Co,
Chartered Accountants, and is an independent non-
executive director on the Board of two companies
listed on Bursa Malaysia. AT

In memory
It was not until Monday,

25 July 2005, that the

Institute learned about

the sudden demise of

Lim Eng Seng. His con-

tributions in promoting

and developing the ac-

counting profession in

the country will always

be remembered by us.

Our condolences and

sympathy.

Lim receiving the
award from Professor
Roland Kaye
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Enron’s Whistleblower
speaks on Integrity and its
Value to Businesses
Make a date with Lynn Brewer on 6 September
2005. Brewer is a dynamic speaker and has capti-
vated audiences worldwide, including India, Ven-
ezuela, Canada and at the New York Stock Ex-
change. In 2003 she was nominated for the ‘Women
of Influence’ award. In Malaysia, she will present a
half-day morning programme on The Value of In-
tegrity: Understanding the Hidden Value of Business
Intangibles.

A former executive of Enron, Brewer is currently
the President of the Integrity Institute Inc., US,
which independently assesses and certifies corpo-
rate integrity at the request of organisations for the
benefit of their stakeholders. She is the author of
Confessions of an Enron Executive: A Whistleblower’s
Story. In her nearly three years at Enron, she was
responsible for Risk Management in Energy Op-
erations, the e-commerce initiatives for Enron’s wa-
ter subsidiary, and Competitive Intelligence for

Lynn Brewer

AT

Enron Broadband Ser-
vices.

In Brewer’s pro-
gramme in Malaysia,
you can expect a dra-
matic and compelling
look inside Enron, the
company that has be-
come the poster-child
for corporate corrup-
tion. This includes bank
fraud, espionage, power
price manipulation and
blatant overstatements
to the media and financial world.

Special seminar rates apply for MIA members.
Please contact CIMA Malaysia Division for more
details. Tel: 03-7803 5242/5268 Fax: 03-7805 1594
e-mail: kualalumpur@cimaglobal.com.

Condolences
The President, Council Members, Members and Secretariat Staff of the

Malaysian Institute of Accountants share the sad loss of, and extend condolences to

Mrs Katherine Lim & family
Upon the passing away of

Lim Eng Seng
on Sunday, 24 July 2005

From

News from Professional Bodies

Malaysian Institute of Accountants
A C C O U N T A N T S  :  M A N A G E R S  O F  VA L U EA C C O U N T A N T S  :  M A N A G E R S  O F  VA L U E

19671967
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News from Professional Bodies

CPA Australia Launches
e-CPD

CPA Australia ▼

ATCPA members try the e-CPD during the launch

A new study pathway featuring a comprehensive
range of training courses ranging from Microsoft
office to management and business development
was recently launched.

The e-CPD, or Continuing Professional Develop-
ment courses online, is sourced from leaders in the
e-learning field and is delivered via one of the most
advanced e-learning technologies available today.
The e-CPD allows the flexibility of gaining training
in a wide range of topics via the IBM Virtual Cam-
pus. As an added bonus, all e-CPD courses have
been approved to attain between two to six CPD
hours, allowing the applicant to comply with CPA
Australia’s CPD requirements.

Training on e-CPD is easy — all you need is internet
access to stay ahead in your continuing development
programme. Another attractive point is the special
rates for CPA Australia members. The e-CPD is de-
signed to be flexible, convenient, private and self-
paced. It is not only a primary learning source but
also a refresher or support tool.

For more information about e-CPD, please visit http:/
/virtualcampus.learningspace.com.au/ibmap/cpaap

CPA members Tan Kok Kee, Chiu Tze Ming and Khong Kit Thong share one
common connection. They have been loyal members of CPA Australia for 50
years. In thanking them and celebrating their long-standing membership with
CPA Australia, they were each presented a memento recently. At 78, Khong Kit
Thong is one of the oldest CPA members in Malaysia. He joined CPA Australia
as a member in 1955. Khong received his memento from fellow CPA member
and the Sunway Group chairman, Tan Sri Dr. Jeffrey Cheah who was guest of
honour at the recent Award and Certificate Presentation ceremony. Also re-
ceiving his memento that night was 76 year old Tan Kok Kee, a member since
1954. At a luncheon to celebrate senior members, Chiu Tze Ming was presented
his 50 years membership memento by CPA Australia Malaysian Branch Presi-
dent, Margaret Chin. Chiu, 74, has been a member since 1955.

Celebrating 50 years membership with
CPA Australia

Khong Kit Thong (right) with Tan Sri Dr. Jeffrey Cheah

AT

Tan Kok Kee (right)
grins in appreciation as
he receives his memento

Chiu Tze Ming (left) receiving his token of
appreciation from Margaret Chin
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News from Professional Bodies

In recognition of this year’s unique 125th anniver-
sary programme to encourage debate in world mar-
kets, highlights from the ICAEW Annual Confer-
ence held recently in London are now available as
an online webcast. You can watch and listen to the
presentations delivered by a range of leading inter-
national speakers at your desktop, wherever you are
in the world.

Featured speakers include Barry Gardiner MP,
Minister for Competitiveness, UK Department of
Trade and Industry, focusing on UK competitive-
ness in a global market and the key economic driv-
ers. Wang Jun, Assistant Minister of Finance of
China, provided an overview of China’s accounting
and auditing standards and the role of the accoun-

Institute of Chartered Accountants in England and Wales ▼

Highlights of the ICAEW
Annual Conference —
Available Online

tancy profession in supporting economic develop-
ment and international trade in China.

A Financial Directors’ panel session was delivered
by Neil Wood, FD of the London Olympic Bid Com-
mittee, Zoe Tyndall, FD of the restaurant chain Yo!
Sushi and Ken Lever, FD of Tomkins plc.

The need for exacting standards of corporate gov-
ernance and financial reporting was discussed by a
panel comprising Christine Farnish, Chief Execu-
tive of the National Association of Pension Funds
(NAPF), Sir Derek Higgs, Senior Advisor, at the
Union Bank of Switzerland (UBS), and Stephen
Hadrill, Chief Executive of the Association of Brit-
ish Insurers (ABI).

Graham Ward, President of the International Fed-
eration of Accountants (IFAC), focused on the fu-
ture of the profession.

To see a selection of these speakers as well as
others featured on the programme, go to
www.icaew.co.uk/125.

The Malaysian Institute of Taxation ▼

“Repositioning MIT”
The newly appointed Council of the Malaysian In-
stitute of Taxation successfully concluded a brain-
storming session on 25 June 2005 at Saujana Resort,
Subang with the guidance and assistance of facilita-
tor, Mohd Azmi Abdullah.

This session was named as “Repositioning MIT”
in line with the objective of the session which is to
draft a strategic plan with a new mission statement.
It was crucial for the Council to undergo such a ses-
sion in view of the rapid changes in the tax environ-
ment in Malaysia. As a result of this session, the In-
stitute identified new strategic objectives and priori-
ties and formulated relevant action plans to weather
the arising challenges and the changing environment.

At the end of the day, the Council developed the
following as the new mission statement of the Insti-
tute:

MIT MISSION STATEMENT

 To be the premier body providing ef fective
institutional support to members and promot-
ing convergence of interests with government,

using taxation as a tool for the nation’s
economic advancement; and

To attain the highest standard of technical and
professional competency in revenue law and
practice supported by an ef fective secretariat.

Several key objectives were also identified with
the main focus of providing better support services
to its key stakeholders. Armed with a new mission
statement, the Institute is poised to be the leading
tax body in the country and to effectively represent
the voice of its members.

AT

AT

Seated from left to right:
Harpal Singh Dhillon,
SM Thanneermalai,
Tuan Haji Abdul Hamid
bin Mohd Hassan, Lim
Heng How, Mohd Azmi
Abdullah (facilitator),
Prof Dr. Jeyapalan
Kasipillai. Standing
from left to right: Dr.
Ahmad Faisal bin
Zakaria, Venkiteswaran
Sankar, Khoo Chin
Guan, Raymond Liew ,
Lim Kah Fan, Neoh
Chin Wah, Aruljothi
Kanagaretnam, Adrian
Yeo Eng Hui

“As a result of this session, the Institute

identified new strategic objectives and

priorities and formulated relevant action plans

to weather the arising challenges and the

changing environment.”
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News from Professional Bodies

47th Annual Dinner
The MICPA held its 47th Annual Dinner with the
theme Flower Power Nite on 24 June 2005 at the
Prince Hotel and Residence. The Dinner was graced

by YB Tan Sri Nor
Mohamed Yakcop, Min-
ister of Finance II and
was attended by over 450
members and invited
guests. Among the distin-
guished guests were
YBhg Tan Sri Datuk Dr.
Hadenan Abdul Jalil, Au-
ditor-General; Yusli
Mohd Yusof, CEO of
Bursa Malaysia; YBhg
Dato’ Zainal Abidin Putih,

Chairman of the Malaysian Accounting Standards Board; YBhg Tan Sri Datuk Dr.
Ng Lay Swee, President of Universiti Tunku Abdul Rahman; and YBhg Tan Sri Lim
Kok Wing, President of the Malaysian Institute of Directors. Also present were
Presidents of several professional bodies and Deans of Universities.

Anugerah Presiden 2005
The Annual Dinner was also the occasion for the presentation of Anugerah Presiden
2005 to a member who has made exceptional contributions to the development
of the Institute, the accountancy profession as well as the community.

YBhg Tan Sri Lim Leong Seng is the recipient of Anugerah Presiden 2005. He
was admitted as a member of the then Malaysian Association of Certified Pub-
lic Accountants (MACPA) in 1971. He was elected to the Council of MACPA in
1975 and served for 18 years until his retirement in 1993. Tan Sri Lim is one of
our most senior members — he will turn 89 on his coming birthday.

The Institute benefited greatly from Tan Sri’s wealth of experience, guidance
and advice. He headed the Taxation Working Group and represented the Insti-
tute in dialogues and meetings with the Government on policies and legislation
relating to taxation. Tan Sri Lim also served on the Institute’s Disciplinary Com-
mittee and Examination Committee.

Tan Sri Lim has built an exemplary career in both the public and private sec-
tors. He started his service with the Inland Revenue Department in 1949 and was
appointed as Director-General of Inland Revenue in 1967, a position he held until
1971. He then assumed the post of tax adviser in the Ministry of Finance from
1971 to 1974. He retired from the civil service in 1979 and took up the position as
Tax Consultant with Pricewaterhouse & Co until his retirement in 1992.

Tan Sri Lim has been actively involved in spiritual, educational and chari-
table organisations. In recognition of his devoted service, Tan Sri Lim was con-

ferred Papal Awards in-
cluding Benermerenti in
1970 and the Knight of
the Order of St Gregory
the Great in 2003.

Tan Sri Lim has also
been conferred awards
by the Government in-
cluding PSM, JMN and
KMN, which speak well
of his outstanding meri-
torious service and con-
tribution to the nation.

The Malaysian Institute of Certified Public Accountants ▼ 47th Annual General Meeting
The MICPA held its 47th Annual General Meeting on
25 June 2005 at the Pan Pacific Hotel, Kuala Lumpur.
At its Council meeting held following the AGM, YBhg
Dato’ Abdul Halim Mohyiddin was re-elected as Presi-
dent and YBhg Dato’ Nordin Baharuddin as Vice-
President for 2005/2006. Dato’ Abdul Halim
Mohyiddin was first elected to the MICPA Council
in 1987. He is formerly a partner of KPMG Malaysia
and now a director of several public-listed companies.
Dato’ Nordin Baharuddin was first elected to the
MICPA Council in 2000. He is formerly Chairman of
Ernst & Young Malaysia and now Chairman of
Syarikat Prasarana Negara Berhad.

MICPA Business Forum 2005
The MICPA Business Forum 2005 is scheduled to be
held on 5-6 September 2005, at the Kuala Lumpur
Convention Centre. Featuring the theme Broadening
Business Horizons: Malaysia and Beyond, the Forum
will provide invaluable insights on strategies for driv-
ing business growth and provide an interactive plat-
form for the exchange of ideas and experiences. Our
panel comprising prominent corporate leaders, busi-
ness professionals and capital market regulators will
discuss innovative business models, share first hand
experiences and ideas to help participants formulate
effective strategies to broaden their business hori-
zons and reinforce the position of their organisations
in today’s challenging business environment.

MICPA Business Forum
Keynote Address: YB Dato’ Dr. Ng Yen Yen,
Deputy Minister of Finance 1

Plenary Session:
Session 1 Global Business Trends —  Threats

and Opportunities
Session 2 What it takes to be a Successful

Global Player
Session 3 Tapping the Global Capital Markets
Session 4 Expanding Horizons — Strategising

for Tax Efficiency
Session 5 Branding — A Winning Strategy for

Business Growth
Session 6 Forum on Strategies for Global

Business Success

The Business Forum is targeted at company di-
rectors, chief executive officers, chief finance offic-
ers, chief accountants, auditors, business advisors,
fund managers, investment analysts, senior govern-
ment officers and other business professionals who
are interested to learn about key issues and strate-
gies to broaden their business opportunities.

For further information on the MICPA Business
Forum 2005, please contact Joseph Leong, Train-
ing Manager of MICPA at Tel: 03-2698 9622   Fax:
03-2698 9403   e-mail: joseph.edu@micpa.com.my or
visit the MICPA website at www.micpa.com.my

AT

ATTan Sri Lim receiving the award from YB Tan Sri Nor

MICPA’s President, Dato’
Abdul Halim Mohyiddin

delivering his speech
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IFAC Strengthens its
Code of Ethics and
Invites Comments on
Revised Definition of
Network Firm
Demonstrating professional integrity and
independence in today’s environment is
one of the most significant challenges faced
by professional accountants. A newly re-
vised Code of Ethics for Professional Ac-
countants, recently released by the Ethics
Committee of the International Federation
of Accountants (IFAC), provides updated
guidance in this area.

The revised Code establishes a concep-
tual framework for all professional accoun-

tants to ensure compliance with the five fun-
damental principles of professional ethics.
These principles are integrity, objectivity,
professional competence and due care, con-
fidentiality, and professional behaviour.
Under the framework, all professional ac-
countants will be required to identify threats
to these fundamental principles and, if there
are threats, apply safeguards to ensure that
the principles are not compromised. The
framework applies to all professional ac-
countants, those in public practice and those
in business, industry and government.

“The revised Code protects the public
interest by requiring all professional accoun-
tants to be alert to situations that could po-
tentially compromise their compliance with
the Code’s fundamental principles and to
take action to ensure that the principles are
not compromised,” explains Ethics Commit-
tee Chairman, Richard George.

The revised Code also conforms to the
International Framework for Assurance En-
gagements, issued by the International Au-
diting and Assurance Standards Board, and
definitions contained in the International
Standard on Quality Control (ISQC) 1, Qual-
ity Control for Firms that Perform Audits and

I F A C  N E W S

Reviews of Historical Financial Information,
and Other Assurance Related Services En-
gagements. To assist with the implementa-
tion of these conforming changes, the Eth-
ics Committee has also issued an interpreta-
tion providing guidance on the application
of the independence requirements to assur-
ance engagements that are not financial state-
ment audit engagements.

“The Ethics Committee is to be congratu-
lated on issuing the revised Code,” states
IFAC President, Graham Ward. “The re-
vised Code is further demonstration of the
international profession’s commitment to
act in the best interest of the public.”

The revised Code is effective 30 June
2006. Earlier adoption is encouraged. It can
be viewed and downloaded by going to
www.ifac.org/Store/.

Definition of a Network Firm
The Ethics Committee has also issued an

exposure draft (ED) that proposes revisions
to the definition of a network firm. Network
firms are required to be independent of an
audit client of a firm within the network. The
proposed changes would classify a firm as
a network firm of another firm if the two
share a common brand name or if they
share significant professional resources or
revenues, profits, costs or expenses.

“The revised definition focuses not only on
how the firms operate, but also on how they
present themselves,” explains Ethics Commit-
tee Chairman, Richard George. “When firms
present themselves as part of a large structure,
as is the case with many of the global firms,
the public expects the independence require-
ments to apply to the complete network.”

The new ED, Proposed Revised Section 290, In-
dependence — Assurance Engagements, may be
downloaded from the IFAC website by going to
www.ifac.org/EDs. Comments are requested by
30 September 2005. 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 USA. All comments will be considered a
matter of public record and will ultimately be
posted on IFAC’s website.

AT

IAASB Proposes
Standards to Enhance
the Quality of Auditor
Reporting
The International Auditing and Assurance
Standards Board (IAASB) of the Interna-
tional Federation of Accountants (IFAC) is
inviting comments on exposure drafts of
proposed standards designed to further en-
hance the quality of auditor reporting.
Titles of the proposed standards, which
may be downloaded from IFAC’s website
(www.ifac.org), are:

� Proposed International Standard on Au-
diting (ISA) 701, The Independent
Auditor’s Report on Other Historical Fi-
nancial Information; and

� Proposed ISA 800, The Independent
Auditor’s Report on Summary Audited
Financial Statements.

In developing the new standards, the
IAASB considered regulatory and stan-
dard-setting developments around the
world, the interests of small entities, and
the changes necessary as a result of the
recently revised ISA 700, The Independent
Auditor’s Report on a Complete Set of Gen-
eral Purpose Financial Statements.

The proposed ISA 701, The Independent
Auditor’s Report on Other Historical Finan-
cial Information, addresses auditors’ re-
ports for a wide variety of engagements,
including reporting on a single financial
statement, or a specific element of a finan-
cial statement. It also provides guidance on
determining the acceptability of the finan-
cial reporting framework used in prepar-
ing and presenting the financial informa-
tion, and matters the auditor considers in
forming an opinion on the financial infor-
mation, including considerations relevant
to financial statements designed to give a
true and fair view or fair presentation on
the one hand, and to those prepared un-
der a compliance framework on the other.

The proposed ISA 800, The Independent
Auditor’s Report on Summary Audited Finan-
cial Statements, recognises that criteria for
preparing and presenting summary financial
statements may not exist. It contains new stan-
dards and guidance on the criteria used and
procedures performed in an engagement to

“The revised Code protects the public interest by requiring all professional

accountants to be alert to situations that could potentially compromise their

compliance with the Code’s fundamental principles and to take action to

ensure that the principles are not compromised.”
Richard George, Ethics Committee Chair
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ACCOUNTING

International Financial Reporting Standards
(IFRSs): A Briefing for Chief Executives, Audit
Committees and Boards of Directors, London:
International Accounting Standards Committee
Foundation, 2005.

Call No: 657.0218 INT

Consolidated Financial Statements, by Tan Liong
Tong, Kuala Lumpur: PAAC, 2005.

Call No: 657.3 TAN

AUDITING

Auditing Practices Board: Standards and Guid-
ance for Auditors 2005, London: Wolters Kluwer
(UK) Limited, 2005.

Call No: 657.45 AUD

Internal Audit Practice in Malaysia: 2004 Sur-
vey, Kuala Lumpur: The Institute of Internal
Auditors Malaysia; Ernst & Young, 2005.

Call No: 657.45 INT

TAXATION

Malaysian Master Tax Guide 2005, Singapore:
CCH Asia Pte. Ltd., 2005.

Call No: 336.2409595 MAL

All Malaysia Tax Cases, edited by Choong Kwai
Fatt, Kuala Lumpur: Sweet & Maxwell Asia,
2005.

Call No: 343.595052 ALL

Explanatory Guide: Self Assessment System
(SAS), Kuala Lumpur: RTC Consulting Sdn
Bhd., 2004.

Call No: 343.042 EXP

INSOLVENCY

INSOL International: Bank Insolvency, an Inter-
national Guide for Deposit Insurers, London:
INSOL International, 2005.

Call No: 346.078 INS

ECONOMY

Industry Per formance Repor t 2004, Kuala
Lumpur: Suruhanjaya Komunikasi dan Multime-
dia Malaysia, 2004.

Call No: 339.5 IND

LEADERSHIP

Strategy and Leadership: MIM Speaks, Kuala
Lumpur: MIM, 2004.

Call No: 303.34 STR

Leadership, Innovation and Entrepreneurship:
MIM Speaks, Kuala Lumpur: MIM, 2004.

Call No: 303.34 LEA

List of New Books
Available in the MIA
Resource Centre

M E M B E R S ’  U P D A T E

report on summary financial statements.
John Kellas, Chairman of the IAASB,

explains: “The two EDs respond to public
expectations for worldwide consistency in
auditor reporting and will enhance current
practice. They have been difficult to draft,
as they need to be used in a wide range of
engagements and under differing regula-
tory frameworks. The Board believes we
have struck the right balance in trying to
achieve consistency in practice, while ac-
knowledging the fact that auditors may be
subject to overriding legal or regulatory

requirements. The proposed standards will
complete the current IAASB project to
improve its standards and guidance on
auditor reporting.”

Comments on the exposure drafts are requested
by October 31, 2005. The exposure drafts may
be viewed by going to www.ifac.org/EDs. Com-
ments may be submitted by e-mail to
EDComments@ifac.org. They can also be faxed
to the attention of the IAASB Technical Direc-
tor at +1-212-286-9570 or mailed to IAASB Tech-
nical Director at 545 Fifth Avenue, 14th Floor,
NY, NY 10017, USA. All comments will be con-
sidered a matter of public record and will ulti-
mately be posted on IFAC’s website.

“The Board believes we have struck the right balance in trying to achieve

consistency in practice, while acknowledging the fact that auditors may be

subject to overriding legal or regulatory requirements.”
John Kellas, Chairman, IAASB

AT

IFAC News
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Members’ Update

Non-Audit Firms
FROM 1-30 JUNE 2005

New Registration
 NON-AUDIT FIRM NF NO

JOHOR DARUL TAKZIM

Zamri & Co. 0658
No. 22A, Jalan Mawar 1
Taman Mawar
81700 Pasir Gudang
Tel: 07-252 1446

SABAH

K I Yong & Co 0662
2nd Floor, Lot 16, Block E
Lintas Square, Jalan Lintas
Luyang
88300 Kota Kinabalu
Tel: 019-821 8890   Fax: 088-218 287
e-mail: yongki@tm.net.my

SELANGOR DARUL EHSAN

Azimy & Co. 0659
No. 19A, Jalan USJ 1/20
47600 Subang Jaya
Tel: 012-628 5980   Fax: 03-5635 8195
e-mail: azimyd@gmail.com

H. N. Siew & Co 0661
No. 22-1, 1st Floor, Jalan SL 1/2
Bandar Sg Long
43000 Kajang
Tel: 012-299 2188   Fax: 03-9076 9178

KB Taxation Services 0670
15-A Jalan SS 15/4C
47500 Subang Jaya
Tel: 03-5635 8316   Fax: 03-5635 8308

Shukri Muzammil & Co 0663
No. 19B Jalan USJ 1/20
47600 Subang Jaya
Tel: 03-5636 0963   Fax: 03-5635 8195

Soong & Associates 0660
Room 1.01, 49 Mezzanine Floor
Jalan Kapar
41400 Klang
Tel: 03-3344 1395   Fax: 03-3341 2894
e-mail: soong1@streamyx.com

Audit Firms
FROM 1-30 JUNE 2005

New Registration
 AUDIT FIRM AF NO

JOHOR DARUL TAKZIM

Char,Cheng & Co 1592
No. 23-01, Jalan Molek 1/9
Taman Molek
81100 Johor Bahru
Tel: 07-3550691   Fax: 07-3560691
e-mail: johorbahru@chengco.com.my

TK Soon And Associates 1591
82-01, Jalan Kemunting
Off Jalan Kebun Teh
80250 Johor Bahru
Tel: 07-3356611   Fax: 07-3351166

PULAU PINANG

CK & Associates 1598
2-6-33, Harbour Trade Centre
2, Gat Lebuh Macallum
10300 Pulau Pinang

Tel: 04-262 3609   Fax: 04-261 3609

SARAWAK

K E Loh 1594
43, Jalan Ding Lik Kong
P.O. Box 496
96007 Sibu
Tel: 084-342 894   Fax: 084-343 894

e-mail: kungee21@yahoo.com

SELANGOR DARUL EHSAN

Chong Su Foh & Co 1595
No. 30/AF, Jalan Kosas 1/4
Taman Kosas
68000 Ampang
Tel: 016-276 8745   Fax: 03-4297 3585
e-mail: sufoh@hotmail.com

WILAYAH PERSEKUTUAN

Liew,Cheng & Co. 1597
18-2, Jalan 2/114
Kuchai Business Centre
Off Jalan Klang Lama
58200 Kuala Lumpur
Tel: 03-7984 8988   Fax: 03-7984 4402
e-mail: admin@chengco.com.my

Operation Ceased
 AUDIT FIRM AF NO

PULAU PINANG

C. L. Lok & Co. 1362
41-G-1, Lorong Delima 20
11700 Gelugor
Tel: 04-657 2793   Fax: 04-657 2793
e-mail: cllok@time.net.my

SELANGOR DARUL EHSAN

Wong Management Services 0664
B 10-03, PJS One Apartment
No. 2, Jln PJS 1/35
Bt 7 Jln Klang Lama
46000 Petaling Jaya
Tel: 012-286 3803
e-mail: jacelynwong@yahoo.com

TERENGGANU DARUL IMAN

Abdilah & Associates 0665
Lot 510, 5th Floor, Plaza Perdana
Jalan Engku Pengiran Anom 1
20300 Kuala Terengganu
Tel: 09-622 3427   Fax: 09-623 1533
e-mail: abdila@tm.net.my

WILAYAH PERSEKUTUAN

CW & Co 0669
11 Jalan Kiara SD 11/3G
Bandar Sri Damansara
52200 Kuala Lumpur
Tel: 03-6272 6213
e-mail: tmnetraw@tm.net.my

Hew & Partners 0666
27-2, Jalan Angsana 1
Taman Bukit Angsana
Cheras
56000 Kuala Lumpur
Tel: 012-290 0266   Fax: 03-4295 1325

Hon Mun Management Services 0668
83, Jalan Camar
Kepong Baru
52100 Kuala Lumpur
Tel: 012-280 1163   Fax: 03-6273 6475
e-mail: jwhm@tm.net.my

LC Wong & Associates 0667
7-1 Jalan 10/125D
Desa Petaling
57100 Kuala Lumpur
Tel: 03-9058 9787   Fax: 03-9058 9786
e-mail: lcwong7@pd.jaring.my

Operation Ceased
 NON-AUDIT FIRM NF NO

SELANGOR DARUL EHSAN

LeongCH Management &
Advisory Services 0578
L-5-3 Arcadia
Jalan USJ 11/1
47620 Subang Jaya
Tel: 03-5631 5067   Fax: 03-5631 5067
e-mail: ndleo@time.net.my

DISCIPLINARY

Disciplinary & Regulatory Proceedings, 3rd ed.,
by Brian Harris, Chichester, England: Barry
Rose Law Publishers Ltd., 2002.

Call No: 346.42033 HAR

ETHICS

National Integrity Plan, Kuala Lumpur: Integ-
rity Institute of Malaysia, 2004.

Call No: 174.4 MAL
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IFAC Strengthens its
Code of Ethics and
Invites Comments on
Revised Definition of
Network Firm
Demonstrating professional integrity and
independence in today’s environment is
one of the most significant challenges faced
by professional accountants. A newly re-
vised Code of Ethics for Professional Ac-
countants, recently released by the Ethics
Committee of the International Federation
of Accountants (IFAC), provides updated
guidance in this area.

The revised Code establishes a concep-
tual framework for all professional accoun-

tants to ensure compliance with the five fun-
damental principles of professional ethics.
These principles are integrity, objectivity,
professional competence and due care, con-
fidentiality, and professional behaviour.
Under the framework, all professional ac-
countants will be required to identify threats
to these fundamental principles and, if there
are threats, apply safeguards to ensure that
the principles are not compromised. The
framework applies to all professional ac-
countants, those in public practice and those
in business, industry and government.

“The revised Code protects the public
interest by requiring all professional accoun-
tants to be alert to situations that could po-
tentially compromise their compliance with
the Code’s fundamental principles and to
take action to ensure that the principles are
not compromised,” explains Ethics Commit-
tee Chairman, Richard George.

The revised Code also conforms to the
International Framework for Assurance En-
gagements, issued by the International Au-
diting and Assurance Standards Board, and
definitions contained in the International
Standard on Quality Control (ISQC) 1, Qual-
ity Control for Firms that Perform Audits and

I F A C  N E W S

Reviews of Historical Financial Information,
and Other Assurance Related Services En-
gagements. To assist with the implementa-
tion of these conforming changes, the Eth-
ics Committee has also issued an interpreta-
tion providing guidance on the application
of the independence requirements to assur-
ance engagements that are not financial state-
ment audit engagements.

“The Ethics Committee is to be congratu-
lated on issuing the revised Code,” states
IFAC President, Graham Ward. “The re-
vised Code is further demonstration of the
international profession’s commitment to
act in the best interest of the public.”

The revised Code is effective 30 June
2006. Earlier adoption is encouraged. It can
be viewed and downloaded by going to
www.ifac.org/Store/.

Definition of a Network Firm
The Ethics Committee has also issued an

exposure draft (ED) that proposes revisions
to the definition of a network firm. Network
firms are required to be independent of an
audit client of a firm within the network. The
proposed changes would classify a firm as
a network firm of another firm if the two
share a common brand name or if they
share significant professional resources or
revenues, profits, costs or expenses.

“The revised definition focuses not only on
how the firms operate, but also on how they
present themselves,” explains Ethics Commit-
tee Chairman, Richard George. “When firms
present themselves as part of a large structure,
as is the case with many of the global firms,
the public expects the independence require-
ments to apply to the complete network.”

The new ED, Proposed Revised Section 290, In-
dependence — Assurance Engagements, may be
downloaded from the IFAC website by going to
www.ifac.org/EDs. Comments are requested by
30 September 2005. 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 USA. All comments will be considered a
matter of public record and will ultimately be
posted on IFAC’s website.

AT

IAASB Proposes
Standards to Enhance
the Quality of Auditor
Reporting
The International Auditing and Assurance
Standards Board (IAASB) of the Interna-
tional Federation of Accountants (IFAC) is
inviting comments on exposure drafts of
proposed standards designed to further en-
hance the quality of auditor reporting.
Titles of the proposed standards, which
may be downloaded from IFAC’s website
(www.ifac.org), are:

� Proposed International Standard on Au-
diting (ISA) 701, The Independent
Auditor’s Report on Other Historical Fi-
nancial Information; and

� Proposed ISA 800, The Independent
Auditor’s Report on Summary Audited
Financial Statements.

In developing the new standards, the
IAASB considered regulatory and stan-
dard-setting developments around the
world, the interests of small entities, and
the changes necessary as a result of the
recently revised ISA 700, The Independent
Auditor’s Report on a Complete Set of Gen-
eral Purpose Financial Statements.

The proposed ISA 701, The Independent
Auditor’s Report on Other Historical Finan-
cial Information, addresses auditors’ re-
ports for a wide variety of engagements,
including reporting on a single financial
statement, or a specific element of a finan-
cial statement. It also provides guidance on
determining the acceptability of the finan-
cial reporting framework used in prepar-
ing and presenting the financial informa-
tion, and matters the auditor considers in
forming an opinion on the financial infor-
mation, including considerations relevant
to financial statements designed to give a
true and fair view or fair presentation on
the one hand, and to those prepared un-
der a compliance framework on the other.

The proposed ISA 800, The Independent
Auditor’s Report on Summary Audited Finan-
cial Statements, recognises that criteria for
preparing and presenting summary financial
statements may not exist. It contains new stan-
dards and guidance on the criteria used and
procedures performed in an engagement to

“The revised Code protects the public interest by requiring all professional

accountants to be alert to situations that could potentially compromise their

compliance with the Code’s fundamental principles and to take action to

ensure that the principles are not compromised.”
Richard George, Ethics Committee Chair
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ACCOUNTING

International Financial Reporting Standards
(IFRSs): A Briefing for Chief Executives, Audit
Committees and Boards of Directors, London:
International Accounting Standards Committee
Foundation, 2005.

Call No: 657.0218 INT

Consolidated Financial Statements, by Tan Liong
Tong, Kuala Lumpur: PAAC, 2005.

Call No: 657.3 TAN

AUDITING

Auditing Practices Board: Standards and Guid-
ance for Auditors 2005, London: Wolters Kluwer
(UK) Limited, 2005.

Call No: 657.45 AUD

Internal Audit Practice in Malaysia: 2004 Sur-
vey, Kuala Lumpur: The Institute of Internal
Auditors Malaysia; Ernst & Young, 2005.

Call No: 657.45 INT

TAXATION

Malaysian Master Tax Guide 2005, Singapore:
CCH Asia Pte. Ltd., 2005.

Call No: 336.2409595 MAL

All Malaysia Tax Cases, edited by Choong Kwai
Fatt, Kuala Lumpur: Sweet & Maxwell Asia,
2005.

Call No: 343.595052 ALL

Explanatory Guide: Self Assessment System
(SAS), Kuala Lumpur: RTC Consulting Sdn
Bhd., 2004.

Call No: 343.042 EXP

INSOLVENCY

INSOL International: Bank Insolvency, an Inter-
national Guide for Deposit Insurers, London:
INSOL International, 2005.

Call No: 346.078 INS

ECONOMY

Industry Per formance Repor t 2004, Kuala
Lumpur: Suruhanjaya Komunikasi dan Multime-
dia Malaysia, 2004.

Call No: 339.5 IND

LEADERSHIP

Strategy and Leadership: MIM Speaks, Kuala
Lumpur: MIM, 2004.

Call No: 303.34 STR

Leadership, Innovation and Entrepreneurship:
MIM Speaks, Kuala Lumpur: MIM, 2004.

Call No: 303.34 LEA

List of New Books
Available in the MIA
Resource Centre

M E M B E R S ’  U P D A T E

report on summary financial statements.
John Kellas, Chairman of the IAASB,

explains: “The two EDs respond to public
expectations for worldwide consistency in
auditor reporting and will enhance current
practice. They have been difficult to draft,
as they need to be used in a wide range of
engagements and under differing regula-
tory frameworks. The Board believes we
have struck the right balance in trying to
achieve consistency in practice, while ac-
knowledging the fact that auditors may be
subject to overriding legal or regulatory

requirements. The proposed standards will
complete the current IAASB project to
improve its standards and guidance on
auditor reporting.”

Comments on the exposure drafts are requested
by October 31, 2005. The exposure drafts may
be viewed by going to www.ifac.org/EDs. Com-
ments may be submitted by e-mail to
EDComments@ifac.org. They can also be faxed
to the attention of the IAASB Technical Direc-
tor at +1-212-286-9570 or mailed to IAASB Tech-
nical Director at 545 Fifth Avenue, 14th Floor,
NY, NY 10017, USA. All comments will be con-
sidered a matter of public record and will ulti-
mately be posted on IFAC’s website.

“The Board believes we have struck the right balance in trying to achieve

consistency in practice, while acknowledging the fact that auditors may be

subject to overriding legal or regulatory requirements.”
John Kellas, Chairman, IAASB

AT

IFAC News
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Members’ Update

Non-Audit Firms
FROM 1-30 JUNE 2005

New Registration
 NON-AUDIT FIRM NF NO

JOHOR DARUL TAKZIM

Zamri & Co. 0658
No. 22A, Jalan Mawar 1
Taman Mawar
81700 Pasir Gudang
Tel: 07-252 1446

SABAH

K I Yong & Co 0662
2nd Floor, Lot 16, Block E
Lintas Square, Jalan Lintas
Luyang
88300 Kota Kinabalu
Tel: 019-821 8890   Fax: 088-218 287
e-mail: yongki@tm.net.my

SELANGOR DARUL EHSAN

Azimy & Co. 0659
No. 19A, Jalan USJ 1/20
47600 Subang Jaya
Tel: 012-628 5980   Fax: 03-5635 8195
e-mail: azimyd@gmail.com

H. N. Siew & Co 0661
No. 22-1, 1st Floor, Jalan SL 1/2
Bandar Sg Long
43000 Kajang
Tel: 012-299 2188   Fax: 03-9076 9178

KB Taxation Services 0670
15-A Jalan SS 15/4C
47500 Subang Jaya
Tel: 03-5635 8316   Fax: 03-5635 8308

Shukri Muzammil & Co 0663
No. 19B Jalan USJ 1/20
47600 Subang Jaya
Tel: 03-5636 0963   Fax: 03-5635 8195

Soong & Associates 0660
Room 1.01, 49 Mezzanine Floor
Jalan Kapar
41400 Klang
Tel: 03-3344 1395   Fax: 03-3341 2894
e-mail: soong1@streamyx.com

Audit Firms
FROM 1-30 JUNE 2005

New Registration
 AUDIT FIRM AF NO

JOHOR DARUL TAKZIM

Char,Cheng & Co 1592
No. 23-01, Jalan Molek 1/9
Taman Molek
81100 Johor Bahru
Tel: 07-3550691   Fax: 07-3560691
e-mail: johorbahru@chengco.com.my

TK Soon And Associates 1591
82-01, Jalan Kemunting
Off Jalan Kebun Teh
80250 Johor Bahru
Tel: 07-3356611   Fax: 07-3351166

PULAU PINANG

CK & Associates 1598
2-6-33, Harbour Trade Centre
2, Gat Lebuh Macallum
10300 Pulau Pinang

Tel: 04-262 3609   Fax: 04-261 3609

SARAWAK

K E Loh 1594
43, Jalan Ding Lik Kong
P.O. Box 496
96007 Sibu
Tel: 084-342 894   Fax: 084-343 894

e-mail: kungee21@yahoo.com

SELANGOR DARUL EHSAN

Chong Su Foh & Co 1595
No. 30/AF, Jalan Kosas 1/4
Taman Kosas
68000 Ampang
Tel: 016-276 8745   Fax: 03-4297 3585
e-mail: sufoh@hotmail.com

WILAYAH PERSEKUTUAN

Liew,Cheng & Co. 1597
18-2, Jalan 2/114
Kuchai Business Centre
Off Jalan Klang Lama
58200 Kuala Lumpur
Tel: 03-7984 8988   Fax: 03-7984 4402
e-mail: admin@chengco.com.my

Operation Ceased
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11700 Gelugor
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SELANGOR DARUL EHSAN

Wong Management Services 0664
B 10-03, PJS One Apartment
No. 2, Jln PJS 1/35
Bt 7 Jln Klang Lama
46000 Petaling Jaya
Tel: 012-286 3803
e-mail: jacelynwong@yahoo.com

TERENGGANU DARUL IMAN

Abdilah & Associates 0665
Lot 510, 5th Floor, Plaza Perdana
Jalan Engku Pengiran Anom 1
20300 Kuala Terengganu
Tel: 09-622 3427   Fax: 09-623 1533
e-mail: abdila@tm.net.my
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11 Jalan Kiara SD 11/3G
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52200 Kuala Lumpur
Tel: 03-6272 6213
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Hew & Partners 0666
27-2, Jalan Angsana 1
Taman Bukit Angsana
Cheras
56000 Kuala Lumpur
Tel: 012-290 0266   Fax: 03-4295 1325

Hon Mun Management Services 0668
83, Jalan Camar
Kepong Baru
52100 Kuala Lumpur
Tel: 012-280 1163   Fax: 03-6273 6475
e-mail: jwhm@tm.net.my

LC Wong & Associates 0667
7-1 Jalan 10/125D
Desa Petaling
57100 Kuala Lumpur
Tel: 03-9058 9787   Fax: 03-9058 9786
e-mail: lcwong7@pd.jaring.my

Operation Ceased
 NON-AUDIT FIRM NF NO

SELANGOR DARUL EHSAN

LeongCH Management &
Advisory Services 0578
L-5-3 Arcadia
Jalan USJ 11/1
47620 Subang Jaya
Tel: 03-5631 5067   Fax: 03-5631 5067
e-mail: ndleo@time.net.my

DISCIPLINARY

Disciplinary & Regulatory Proceedings, 3rd ed.,
by Brian Harris, Chichester, England: Barry
Rose Law Publishers Ltd., 2002.

Call No: 346.42033 HAR

ETHICS

National Integrity Plan, Kuala Lumpur: Integ-
rity Institute of Malaysia, 2004.

Call No: 174.4 MAL
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A C C O U N T A N T S ’  C O R N E R

… Counting on Humour
Buy Buy Buy!
A stockbroker was cold calling about a penny stock
and found a taker. “I think this one will really move
said the broker, it's only $1 a share.”

“Buy me 1,000 shares.” said the client.
The next day the stock was at $2.

The client called the broker and said,
“You were right, give me 5,000 more
shares.”

The next day the client looked in
the paper and the stock was at $4.

The client ran to the phone and
called the broker, “Get me 10,000
more shares said the client.”

“Great!” said the broker.
The next day the client looked in

the paper and the stock was at $9.
Seeing what a great profit he had in just a few

days, the client ran to the
phone and told the broker,
“Sell all my shares!”

The broker said, “To
whom? You were the only
one buying that stock.”

Paying in
Advance
A motorist, driving by a
Texas ranch, hit and killed
a calf that was crossing the
road. The driver went to
the owner of the calf and
explained what had hap-
pened. He then asked what
the animal was worth.

“Oh, about $200 today,”
said the rancher. “But in six
years it would have been
wor th $900. So $900 is
what I’m out.”

The motorist sat down
and wrote out a check and
handed it to the farmer.

“Here,” he said, “is the
check for $900. It’s postdated
six years from now.”

Mistakes on a Resume…
These are from actual resumes:

“Personal: I’m married with 9 children.
I don’t require prescription drugs.”

“I am extremely loyal to my present
firm, so please don’t let them know of
my immediate availability.”

“Qualifications: I am a man filled with
passion and integrity, and I can act on
short notice. I’m a class act and do not
come cheap.”

“I intentionally omitted my salary his-
tory. I’ve made money and lost money.
I’ve been rich and I’ve been poor. I pre-
fer being rich.”

“Note: Please don’t misconstrue my 14
jobs as ‘job-hopping’. I have never quit
a job.”

“Number of dependents: 40.”

“Marital Status: Often. Children: Vari-
ous.”

1

AT

The Boss Sign
The boss was complaining in our staff meeting
the other day that he wasn’t getting any respect.
Later that morning he went to a local sign shop
and bought a small sign that read:

“I’m the Boss!”
He then taped it to his office door.
Later that day when he returned from lunch,

he found that someone had taped a note to the
sign that said:

“Your wife called, she wants her sign back!”

Eager to
Impress the Boss
A young executive was
leaving the of fice late
one evening when he
found the CEO stand-
ing in front of a shred-
der with a piece of paper
in his hand.

“Listen,” said the CEO, “this is a very sensitive
and important document here, and my secretary
has gone for the night. Can you make this thing
work?”

“Cer tainly,” said the young executive. He
turned the machine on, inserted the paper, and
pressed the start button.

“Excellent, excellent!” said the CEO as his pa-
per disappeared inside the machine.

“I just need one copy.”

Late for Work
Tom had this problem of getting up late in the
morning and was always late for work. His boss
was mad at him and threatened to fire him if he
didn’t do something about it. So Tom went to his
doctor who gave him a pill and told him to take it
before he went to bed. Tom slept well and in fact
beat the alarm in the morning by almost two
hours. He had a leisurely breakfast and drove
cheerfully to work.

“Boss”, he said, “The pill actually worked!”
“That’s all fine” said the boss, “But where were

you yesterday?”




