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E D I T O R ’ S  N O T E

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Accountants Today welcomes original and previously unpublished contributions which are of interest to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.

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?

AT

MIA Sallies Forth with its New Image

Late last year, the Institute embarked on a project to enhance its corporate

 image and branding strategy. This exercise was driven by the need to

 reflect and remain relevant to the dynamic demands and evolving trends of

business in the global environment within which the Institute operates. It was also

meant to further promote the Institute and its functions. A revamp of the Institute’s

corporate image was timely and subsequently, the “MIA Logo Design Contest” was

conceived and implemented.

The exercise is now complete and in this issue we carry the winning logo and

the new tagline “Accountants: Managers of Value”, the Institute’s new corporate

façade.

The new logo is highly reflective of the dynamic environment that the Institute

operates in and it also portrays the Institute’s mission to become a globally

recognised industry player and a respected partner in nation-building. In essence,

this logo is a manifestation of the core functions of the Institute as well as the

Accountants in Malaysia as ‘Managers of Value’.
In conjunction with the launch of the new logo, we are carrying a feature which

chronicles MIA’s evolution over the last 37 years since its inception. We hope that

you will take a walk with us down memory lane and take pride in how far we have

come since our humble beginnings. You will find another article on MIA and its achieve-

ments thus far titled, “Scaling Greater Heights.”

Also featured in this issue is a special report on the 18th Annual General Meet-

ing (AGM) of the Institute. Held on 25 September 2004 at the Mutiara Hotel in

Kuala Lumpur, the AGM received encouraging response from members. Read the

full text of the President Datuk Dr. Abdul Samad Haji Alias’s speech during the

AGM.

Apart from that, this issue covers the recently announced Budget 2005. “Building

On Past Achievements, Towards Greater Success” takes a look at Budget 2005 in its

entirety whereas “Budget 2005 Tax Proposals” focuses on the Goods and Services

Tax (GST) and its impact on the profession.

We have gone to great lengths to put together this month’s AT and as it is with

every issue, we hope that the articles we have lined up for you make the magazine an

interesting read.

Happy reading!
Editor

ACCOUNTANTS TODAY
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Put a Stop to Copycats
� I read in a recent issue of ACCOUNTANTS
TODAY an article I am certain was published
elsewhere and was written by another writer. As
this original writer was not mentioned in your
article, would this not be an act of outright
plagiarism?

It is unacceptable for anyone to claim credit
for the work of another. Using data and certain
facts may be acceptable with due credit being
given by stipulating the source of information
but not almost direct “duplication” of the con-
tents which one then passes of f as their own.

In the future I suggest that written
acknowledgement be obtained from any writer
confirming that the article is original and that
it was not published elsewhere. Furthermore,
contributors must confirm that appropriate credit

VISION AND MISSION
MIA’s Vision

• To be a globally recognised

and respected business partner

committed to nation-building

MIA’s Mission

• To develop, support and

monitor quality and expertise

consistent with global best

practice in the accountancy

profession for the interest of

stakeholders
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Chairman : Alexandra Thien
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Location : Kuching
Chairman : Tiang Kung Seng, David

State : Terengganu
Location : Kuala Terengganu
Chairman : Su Lim

L E T T E R S  &  C O M M E N T S

What the Accountants Say

Non-Malay Accountants
Must Buck-up
Dear Editor,
�  The main feature article in ACCOUNTANTS
TODAY, Volume 17, September 2004 carried a
special report on Government-Linked Companies
or GLCs and the success of so many accountants
breaking through to key
senior management roles. It
was a very pleasant and
heartwarming article which
unfor tunately I finished
reading with a great sense of
sadness as the implication
suddenly fell on my head like
a tonne of bricks.

Although in advanced na-
tions many accountants are
already helming power-
houses, it is still a new con-
cept in Malaysia but very
timely and encouraging and
the future is bright.

It is also encouraging to note that the govern-
ment is streamlining all GLCs to cut out dupli-
cation in the chain of command while making it
attractive to recruit the best and brightest to be
appointed to key positions. The government
should be lauded for finally taking the bull by the
horns and for sorting out the rag-tag motley crew
types of governance now in place.

I must however give a word of caution in what-

or acknowledgement be given for information
extracted from specific sources. — Dr.
Veerinderjeet Singh, Council Member

EDITOR — We would like to thank you,
Dr. Veerinderjeet Singh for alerting us on this
issue. We would appreciate it if you or any other
reader for that matter could provide us with more
details in order for us to look into this issue and
if applicable, take the necessary action.

On your suggestion of getting written acknowl-
edgment from writers on the originality of the ar-
ticles, we are pleased to inform you that this is in
fact, standard practice at ACCOUNTANTS TO-
DAY. We will perhaps improve upon the format of
confirmation provided by the writers of the articles.

Once again, thank you.

ever the government does as these companies
carry the aspirations of the government and the
rakyat. As such it is very important that only
the best helm these organisations.

May I add that the government also consider
two key aspects in the search for the most capable
people to helm these positions.

The first is that top-notch education alone

counts for nothing without the necessary com-
mercial and industrial experience and expertise.
The best candidate has to possess a bit of both,
actually a lot of both, before he/she can be al-
lowed to hold these positions. You will not allow
a person who passes the written part of a driv-
ing test a license without he or she also passing
the practical road test, right? For example, the
CEO of one of the most successful supermarkets

AT
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Letters & Comments

in the world, Sir Terry Leahy, of Tesco started off as a
shelf stacker before moving upward.

Secondly, please ensure that meritocracy and
meritocracy alone is practiced in choosing the correct
person for the job. It should not matter what race the
person belongs to or what gender. The most qualified
and experienced person should get the job.

It is reassuring to read in a special report what the
Second Finance Minister said in the Dewan Rakyat.
“We want the GLCs to be first choice employers of the
best brains. We will get the best Malaysian brains.”

By default, as not even a single non-Malay person
was chosen to helm these top jobs, it can therefore be
assumed that from the thousands of registered MIA ac-
countants, there is not even a single qualified non-Malay
accountant the government can choose.

Perhaps it is time MIA redoubles its ef forts so that
non-Malay members of MIA will become as skilled and
as qualified as their Malay counterparts so the govern-
ment can consider them in the future.

It is unfair to suggest that the government is discrimi-
nating as they have clarified that only the best brains
will be chosen. So by default it means that all non-Malay
accountants therefore must strive harder in the coming
years to acquire plump government positions.

If you look at our neighbour Singapore, it is also com-
mon to hear that non-Chinese are overlooked for key
government positions. As such it is good to note that in
our country the government does not discriminate but
is being let down by many of us who are MIA members
but have not reached the required level of expertise as
our Malay brethren.

It must also be remembered that the best and bright-
est are not necessarily attracted by stupendous paychecks
and perks alone but that this lot also do not wish to
have their hands tied up in the day-to-day operations of
the GLCs, a point worth considering when one is re-
viewing the demarcation lines between Board of Direc-
tors and Senior Management.

I find it refreshing to know that many MIA council
members have heaped superlatives on the appointment
of this new breed of accountants to key positions but
perhaps as they are very busy people, they may have
not noticed the implications of the falling behind of
knowledge, skills and expertise of the non-Malay ac-
countants. Perhaps in the next AGM I may propose
that MIA form a special committee to supervise and
upgrade the skills of those left behind as such. — Radha
K. Vengadasalam

EDITOR — We thank you for your views and certainly
feel the points you brought up are ‘food for thought’. AT

What the Accountants Say (continued)

Accountants Key
to Foreign Merger
Success
Dear Editor,
�  Jasmin Harvey’s article “Accoun-
tants Key to Foreign Merger Success”
which appeared in the July 2004 issue
of ACCOUNTANTS TODAY was in-
teresting.

Although a lot of guides to advise on
the various issues of mergers and ac-
quisitions (M&A) exist in the market,
many of them fail to outline the role
the strategic management accountant
can play in helping realise a success-
ful acquisition.

A key question to be answered is how
an acquisition or merger can help to
create shareholder value. Revenue-en-
hancing synergies between the compa-
nies and cost-reducing synergies (often
as a result of economies of scale) are
the two key sources of shareholder value
creation.

The article also touched on a new
British report which researched foreign
acquisitions. The research model used
in the analysis of two foreign acquisi-
tions allowed a detailed investigation
into the poor post-acquisition perfor-
mance of the foreign subsidiaries ac-
quired and the underlying reasons for
it.

It was clear that the control mecha-
nism of a merger or acquisition should
be seen as part of management ac-
counting. The report highlighted the
need for management accountants to
be involved in cross-border acquisitions
as they can help to provide valuable
and detailed information to senior ex-
ecutives and the Board of Directors
which will aid decision-making as well
as deal with post-acquisition issues
once the external M&A specialists have
all gone off. Please continue to feature
more updates on M&As in future is-
sues. Thank you. — Paul Vijiendran
Thambyrajah

EDITOR — Thank you for your view-
points and encouragement … you and
many others have urged us to publish
more such articles on M&As and that
is exactly what we are in the midst of
doing.

AT

AT

A Joy to Read
Dear Editor,
�  When I received my first issue of the
new magazine I was sure it would au-
gur well for MIA. To the MIA Council
& Editorial Board, congratulations on
a job well done for the past 12 months
and I’m sure for many more years to
come. Personally I am happy to go
through all the sections which I think
are relevant to today’s accountants. I
totally agree with Raymond Liew on
“change to be more relevant to the times
…” and to Datuk Nur Jazlan on “a
more reader-friendly writing style” for
ACCOUNTANTS TODAY. Well done!
— Ronnie Lee Seong Kar

EDITOR — We are glad to know we are
making all the right moves. With con-
stant feedback from readers, we can
continue to make this magazine some-
thing everyone is proud of. Thank you
for your comments. We truly treasure
it.
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Report on the
18th Annual General
Meeting of the
Malaysian Institute of
Accountants
The Malaysian Institute of Accountants held its 18th Annual

General Meeting on Saturday, 25 September 2004.

The Institute is pleased to an-
nounce that two Council Mem-
bers who offered themselves
for re-election at the AGM were

re-elected by members. They were
Raymond Liew Lee Leong and Yeo Tek
Ling. The Institute also welcomed new
Council Member, Peter Lim Thiam Kee,
following his success in MIA’s election.

Council Member Manjeet Singh s/o
Santokh Singh who had retired pursuant
to sub-paragraph (1)(a) of paragraph 2B of
the Second Schedule of the Accountants
Act 1967 did not offer himself for re-elec-
tion.

During the AGM, the minutes of the 17th
AGM together with the Institute’s 2004
Annual Report and Financial Statements
were adopted. The Institute received three
Motions to be tabled at the 18th AGM and
the Motions were circulated to all
members prior to the AGM.

All three Motions were put to vote by a
show of hands. Motion 1 yielded 25 votes
in favour and 113 against. Motion 2 was
also put to a vote and the result of the sub-
sequent show of hands on the Motion
yielded 90 votes in favour and two against.
Meanwhile, Motion 3 yielded a result of 74
in favour and 19 against. Motions 2 and 3
were therefore adopted (please refer to
sidebar for Motions) while Motion 1 was

not adopted.
The meeting adjourned at 5.45 p.m. and

a Council Meeting was held immediately
after.

In his address, MIA President, YBhg
Datuk Dr. Abdul Samad Haji Alias who
chaired the AGM, highlighted several mile-
stones and achievements of the Institute
during the past year. Below is the address
by the President …

Assalamualaikum w.b.t and a very good
afternoon to all our members gathered
here today. Your attendance shows your
interest in the Institute and the profession
and I hope that this interest will not wane

S P E C I A L  R E P O R T   18th AGM

with the passing years.
I would like to firstly express my thanks

and appreciation to our Accountant-Gen-
eral, my fellow Council Members, Branch
Chairmen, Committee and Task Force
members, all members and the staff of the
Institute. Your strong support and com-
mitment at all levels has helped the
Institute achieve further milestones to be
a globally recognised and respected busi-
ness partner committed to nation-build-
ing.

Since the last AGM, the Institute has con-
tinued in its quest to enhance the profile
of the accountancy profession in Malaysia.
I am sure all members realise how active
the Institute has been in organising
programmes and activities that bring tre-
mendous benefits to all. Projects have also
been carried out for the benefit of mem-
bers and society at large. Our profession
does have a major impact in the society we
live in.

Allow me to proceed by highlighting
some of the more significant achievements
and progress reports recorded by the In-
stitute, at the strategic, macro and micro
levels. We have also made internal im-
provements during the year to raise the
image of the Institute and the profession.

Strategic Success
The Institute continues to be guided by

the Strategic Blueprint-Implementation
Phase (SBIP) document, which was en-
dorsed by the Council. I mentioned the
SBIP in my address last year. This docu-
ment will help ensure that the Institute
keeps focused on its vision and mission,
and caters to the needs of the various stake-
holders.

We have engaged the services of a firm
of consultants to design and implement a
functional, practical and effective Balanced
Scorecard framework and system to man-
age the performance of the Strategic Blue-
print. In carrying out their assignment, the
consultants have helped the Council to vali-
date the strategic direction for MIA, and
aligned it based on the current challenges
and opportunities facing the Institute.
Progress on this project has been commu-
nicated to members from time to time
through the Accountants Today. We will be
updating members on this project.

Datuk Dr. Samad delivering the
President’s address
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well as the business in the context in
which the service was procured. Inher-
ently, the diversity in market conditions
in Malaysia would influence the percep-
tion of clients on the value of services pro-
vided by accountants in public practice.

The imposition of a mandatory scale of
audit fees nationwide would create incon-
sistencies and difficulties for members
who operate in different regional and eco-
nomic environments and who have diver-
gent client bases with different needs and
perceptions.

At the same time, the business environ-
ment is changing rapidly due to factors
such as globalisation, changing technology,
social values and perception of consumers.
Businesses are challenged to formulate
competitive strategies, adopt meaningful
performance measurement, manage busi-
ness risks and provide competitive returns
on the investment of the owners.

In order to be respected and better val-
ued by the business community, we should
be focusing more on matters that would
enable us to understand the needs of cli-
ents in different markets, change fast
enough to meet the needs of clients, ob-
tain competencies and capabilities in help-
ing our clients to transform, deliver real
value to our clients and enhance the im-
age of the profession among Malaysians.

To ensure that the profession is fo-
cused on issues that would transform the
value proposition and standing of accoun-
tants in public practice in Malaysia, BE
IT RESOLVED THAT Motion 8 (as
amended) that was adopted on 27 Sep-
tember 2003 at the last annual general
meeting, be rescinded.”
Proposer: Nik Mohd Hasyudeen bin
Yusoff (Mem. No: 6945)
Seconder: Jehan Safena binti Ahmad
Zabidi (Mem. No: 16984)

Motion 1
“WHEREAS Section 6(e) of the Accoun-
tants Act 1967 provides that one function
of the Institute is ‘to render pecuniary or
other assistance to members or their
dependants as it thinks fit with a view to
protect or promote the welfare of members.

BE IT RESOLVED THAT the Council
of the Institute, collectively and individu-
ally, shall endeavour at all times to pro-
tect and promote the interest and devel-
opment of local indigenous firms of ac-
countants for the interest of the majority
of practicing members as well as that of
the nation generally.”

Proposer: Haji Mohd Sahir bin Haji
Sanawi (Mem. No: 1564)
Seconder: Dr. Ahmad Faisal bin Zakaria
(Mem. No: 18709)

Motion 2
“BE IT RESOLVED THAT the Malaysian
Institute of Accountants (Membership
and Council) Rules 2001 be amended to
include electronic voting on any matters
at annual general meetings, through the
Institute’s website, as this would allow
greater participation of members in the
meetings of the Institute.”

Proposer: Mohd Afrizan bin Husain
(Mem. No: 9956)
Seconder: Tamili bin Dulah Kusni
(Mem. No: 8364)

Motion 3
“WHEREAS among the critical success
factors for accountants in public practice
is how much value they can provide to
the clients they serve. The value propo-
sition is dependent on the transformation
of the businesses of the clients through
the services of accountants in public prac-
tice, the service experience enjoyed as

Macro, Micro and Internal Successes
— An Overview

On the macro level, the Institute contin-
ues to play an active role in globalisation
issues. We continue to make good progress
in preparing our members for the progres-
sive liberalisation of markets and increas-
ing competition. However, we recognise
that much more needs to be done.

At the micro level, improving the com-

petency and knowledge of our members
through various projects and programmes
continues to be our focus. We also ad-
dressed issues relating to building a larger
pool of qualified accounting professionals
while maintaining the high standards ex-
pected of the profession.

Internally, we have made progress while
facing challenges in our efforts to improve
efficiency and services to members, and

also in enhancing the profile of the Insti-
tute. The E-MIA Total Management Sys-
tem, after much testing, will be presented
to members today. Although not all the
modules are up yet, members will be able
to access the membership and event man-
agement modules via the new web portal.

We launched a new name and identity
for the Institute’s monthly magazine last
year. The Accountants Today continues to
receive good response from members and
other readers. We are continuing the reju-
venation process for the profiling of the
Institute. Today we will introduce MIA’s
new logo to members.

Our Accomplishments
Globalisation and Liberalisation

Allow me now to detail some of the
Institute’s accomplishments during the past
year. The Institute continues to work closely
with the Ministry of International Trade and
Industry (MITI), the Accountant-General’s
Office (AGO), the National Economic Action
Council (NEAC) and the Professional Ser-
vices Development Corporation (PSDC), the
key players in the liberalisation process. At
various meetings and forums, the Institute’s
representatives articulated its position and
views on the accountancy profession, as well
as communicated the needs, requirements
and concerns of the profession in Malaysia.

Two major steps have been successfully
taken by the Institute this year. The first is
a booklet entitled Globalisation and
Liberalisation of Trade in Services — Chal-
lenges and Directions for the Malaysian Ac-
countancy Services Sector published by the
Institute and of ficially launched by YB
Dato’ Seri Rafidah Aziz, Minister of Inter-
national Trade and Industry. The booklet
explains the strategies that members and
member firms must embark on to enhance
their competitiveness and actively engage
in capability and capacity-building.

Since obtaining multilateral agreements
among ASEAN countries in the accoun-
tancy sector has proven to be a difficult and
complicated task, the Institute has
proactively pursued bilateral negotiations
with individual ASEAN countries. This has
culminated in the signing of a historic
Memorandum of Understanding (MOU)
with the Indonesian Institute of Accoun-
tants (IAI) in Jakarta in October 2003. The
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MOU formalised closer cooperation be-
tween the two bodies. MIA and IAI will
work closely in key strategic areas, includ-
ing Continuing Professional Education,
Quality Assurance and Practice Review and
other knowledge-sharing initiatives.

Practice Review
During the year, the Institute continued

to develop and refine the various practice
review programmes, checklists, standard
reports and correspondence for the pur-
pose of the practice review programme.
Following a rigorous interview, shortlisting

and training process, 25 reviewers were ap-
pointed to the panel.

The Council, in March 2004, has ap-
proved an amendment to the By-laws on
Practice Review to enable the appointment
of retired practitioners to the panel of re-
viewers. Increasing the pool of reviewers
should enable the Institute to accelerate
the implementation of Practice Review. The
Practice Review Department has com-
menced the field review of audit firms,
which had been notified of their selection
for review.

With the Practice Review now in place,
the confidence of the business community
in the standards of professional audit work
undertaken by MIA members will be en-
hanced.

MIA Qualifying Examination
The MIA Qualifying Examination is gen-

erating interest as the alternative route to
MIA membership for finance and account-
ing graduates who otherwise would not
qualify. Three examination sittings have
been successfully conducted. The number
of candidates have increased with each sit-
ting, and two candidates have successfully

completed all four papers of the MIA QE.

Professional Independence
Our Institute currently has a total mem-

bership of over 20,000. We have a duty to
ensure that all our members are qualified
with high professional and ethical stan-
dards. This would in turn improve corpo-
rate governance and help create a better
business environment for the country.

To emphasise our strong stand on ethics,
the Institute has issued a new By-law B1 on
Professional Independence and made
amendments to the Interpretation section

of the Institute’s By-laws (On Professional
Conduct and Ethics). The new By-law and
amendments have been made based on Sec-
tion 8 of the International Federation of Ac-
countants (IFAC) Code of Ethics. As such,
the new By-law is benchmarked against in-
ternational standards whilst taking into ac-
count national laws and local circumstances.

Regulators have indicated their support
for the new By-law, which will enhance the
credibility of audit practitioners.

To assist members in the understanding
of the new By-law and the amendments, a
series of Practitioners’ Briefings were
organised nationwide.

E-MIA Total Management System
As I mentioned earlier, there will be a pre-

sentation to members on the E-MIA Total
Management System shortly. Suffice to say,
we had faced challenges in implementing this
project. However, we strongly believe that
only by leveraging on technological advance-
ment, can the Institute effectively move for-
ward. We are therefore working very hard
to get the project completed. With the
completion of the project, it is envisaged that
the Institute will benefit significantly from

efficiency gains while members can expect
improved services via the new web portal.

Institute’s New Logo
Last year, the Institute gave its official

journal a new name and a new identity.
Accountants Today, the Institute’s monthly
magazine reflects the Institute’s renewed
vigour to better serve members and the
profession.

Branding is an increasingly important tool
to raise the profile of the Institute, and in turn,
the accountancy profession. As the Institute
and the profession has evolved over the

years, it was timely to change the logo of the
Institute to reflect the current corporate im-
age that we want to portray. A logo design
contest was conducted, attracting 132 entries.
After a rigorous selection process, we
present to you the winning design for the
new MIA logo. The logo will be officially
launched at the NAC 2004 in October.

BIAPA 2004 and NAfMA 2004
The Institute is always exploring ways

and means to promote best practices in the
profession. We also believe in collaborative
efforts with other parties to promote these
best practices if it is advantageous to do so
for the overall good of the nation.

The Institute is therefore co-organiser for
two new awards, the Best Internal Audit
Practice Award (BIAPA) 2004 and the Na-
tional Award for Management Accounting
(NAfMA) Best Practice 2004. BIAPA 2004
which is jointly organised with the Institute
of Internal Auditors Malaysia (IIAM) has
the objective to recognise and honour the
company with the most outstanding inter-
nal audit practice. The objective of NAfMA
2004, which is jointly organised with The
Chartered Institute of Management Ac-

Report on the 18th Annual General Meeting of the Malaysian Institute of Accountants

Members at the registration table

The AGM in progress
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countants (CIMA), Malaysia Division, is to
recognise and promote the use of best prac-
tice in management accounting towards
world-class business performance amongst
organisations in Malaysia.

Benefits to Members
In my address at last year’s AGM, I had

enumerated at length the benefits and ad-
vantages which members receive from
their annual fees. I do not intend to repeat
myself as members can refer to the min-
utes of the last AGM.

Besides Accountants Today, circulars,
notices, technical standards,
practice notes, guidelines, pro-
nouncements and other selected
technical information issued to
members, up-to-date information
can also be obtained from the
Institute’s website.

This year, the Institute also is-
sued the updated Sample An-
nual Repor t. The Members’
Handbook in CD-Rom together
with the 2004 Annual Report
was recently issued. I would
encourage members to read all
the materials sent to them as it will keep
you abreast of current and relevant issues
and developments impacting the profes-
sion.

The Institute continues to make con-
certed efforts to enhance the value of our
profession among all stakeholders. We con-
tinue to make our contributions known to
the Government and regulatory authorities,
and are often consulted by them on issues
not only relating to the profession but on
other national issues as well. We have been
approached to sit on a number of high-level
working committees. Our involvement has
placed us in a strategic position where we
are able to air our views on issues and influ-
ence decision-makers when they formulate
national policies, particularly those that
affect the profession.

The industries within which we operate
also gain from our high-level participation.
For example, we provided key input on the
provision for whistleblowers announced by
the Securities Commission and Bursa Ma-
laysia. Our views have also resulted in ef-
fective changes to the audit licensing frame-
work and the anti-money laundering report-
ing obligations for accountants. Our views

are also presented on national issues or pro-
posals for reform, including the Budget
2005, the National Integrity Plan, domestic
trade and consumerism, financial report
standard setting and disclosures, and lim-
ited liability partnerships to name a few.

Funding
The Institute has recorded a relatively

healthy set of financial results for the year
ended 30 June 2004. Despite our commend-
able performance, we still need to improve
our fund-raising capabilities as substantial
funds are required to enable the Institute

to carry out all its functions under the Ac-
countants Act 1967.

The Institute applied for a grant from the
Government, primarily for the purpose of
carrying out its regulatory functions under
the Act. However, the application has been
rejected. Nevertheless, the Institute will
still do its best to carry out all the func-
tions entrusted to it. We are implementing
prudent cost-cutting measures and finding
means of generating extra income.

Latest Development —
Anti-Money Laundering Act 2001
I would like to spend a little time on de-

velopments relating to the Anti-Money
Laundering Act 2001 which has become a
key issue for the Institute in 2004. This is
due to the global war against money laun-
dering and fluid AML regulations, which
have such a tremendous impact on accoun-
tants. During the year the Institute took
active steps to initiate knowledge-sharing
on AML and to monitor AML develop-
ments for the benefit of our members. In
November 2003, we submitted a Memoran-
dum to Bank Negara Malaysia (BNM) on
the proposed extension of the Anti-Money AT

Laundering Act, 2001 to accountants and
company secretaries who are members of
the Institute; and we disseminated timely
information to members on the impact of
the Anti-Money Laundering Act, 2001 and
its extension to accountants and company
secretaries.

NAC 2004
The National Accountants Conference

(NAC) has become a popular platform for
disseminating knowledge. This year’s theme
is “Principle-Centred Stewardship - The Key
Towards Better Business”. Essentially, this

year’s NAC stresses that prin-
ciple-centred stewardship with
skill, transparency and integrity
is the key to better business. In
this context, accountants of today
and the future should embrace
principle-centred stewardship to
strengthen the profession. The
Institute, as the guardian of the
accountancy profession in Malay-
sia, plays an important role in cre-
ating the ethos of self-restraint
and social responsibility for its
members, who are managers of

value. There must be renewed emphasis on
the internalisation of ethics and integrity at
the personal level from which will ultimately
evolve a Malaysian culture with a clear set of
values, ethics and principles. I urge you to
support the NAC 2004 and look forward to
seeing you there.

Conclusion
We are living in very challenging times and

therefore cannot be complacent. The profile
of the profession is constantly changing and
shifting. I urge members to constantly up-
date and if necessary, reinvent themselves
and their practices to keep up with changes
and new challenges. Only then can our pro-
fession remain relevant and strong.

Once again, I would like to thank all of
you for your presence here today. I also
want to acknowledge those members
throughout the country, who have contrib-
uted in one way or another to the Institute
and the profession and who are unable to
be present here today. Your support to-
gether with that of the staff of the Institute
is crucial for the well-being and develop-
ment of the Institute and the profession.

Terima kasih and Thank you.

A section of MIA members during the AGM
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C O V E R  MIA

MIA: Scaling
Greater
Heights

Now 37 years old, the Malaysian Institute of Accountants (MIA) today

is a dynamic and proactive regulatory body for the accounting pro-

fession in the country. Under the leadership of its President and Council

Members, the Institute continues to renew and reinvent itself.

Not all entities, especially membership based institutions like

MIA, make the transformation and transition smoothly. This

special report is meant to record the new beginning, the launch

of the Malaysian Institute of Accountants’ new corporate image

37 years down the road.

In the beginning
Having been established at a time

when the nation was beginning to em-
bark on economic growth, MIA focused
its ef forts on developing the profession
further. The first MIA logo, which was
used, up until 12 October 2004 was re-
flective of the Institute’s core concerns
in the early days.

It was reflective of the accountant’s role
then in contributing professional expertise
in the key sectors of Malaysia’s economy
such as agriculture, manufacturing and
natural resources. The logo also incorpo-
rated features that made it look Malaysian
in appearance, with the national flower, the
Hibiscus being present, because at that
time, the Institute had to make its presence
felt as a national accounting body.

It emphasised the role of accountants as
key drivers behind the progress and de-
velopment of the nation while also focus-
ing on the importance of continuous learn-
ing and the constant upgrading of knowl-
edge for accountants.

The establishment of
the Secretariat

The Institute entered a new era follow-
ing its first AGM in 1987. One of the sig-
nificant developments that took place dur-
ing that time was the reactivation of the
Institute and the establishment of an inde-
pendent Secretariat to represent and serve
accountants in Malaysia.

From being a body engaged mainly in the
registration of accountants, the Institute re-
invented itself into one that provided a com-
prehensive range of professional activities
for its members. Induction courses for new
members and the Continuing Professional
Education (CPE) courses were organised
to ensure that members were updated with
the most current information concerning
standards and legislature. Other services
that the Institute provided to members in-
cluded the practice review, practice matters
and helpdesk support among others.

At the same time, it also continued to
reinforce public awareness on the differ-
ences between qualified and unqualified
accountants, an effort that is ongoing even
until today.
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The expanding role of the Institute
Aspiring to become a global player in the

accounting profession, the Institute also
began to work closely with regional and
global professional accounting bodies and
organisations. It participated actively in
events that facilitated the development of
accountancy in Malaysia.

As the Institute began to go full steam
ahead in its efforts to grow the profession
in Malaysia, it was aware
that there was a continuous
need for it to keep up with
the ever changing corpo-
rate landscape. It was con-
tinuously trying to adapt to
the times and doing its best
to serve its members and the profession
at large.

Winds of change
The year 2000 was the year that trig-

gered a series of significant changes at the
Institute. For the first time in 14 years since
its activation in 1987, the Institute’s lead-

ership changed hands for a record three
times within a span of eight months. At the
Institute’s 14th Annual General Meeting in
September 2000, new members were voted
into the Council, paving the way for a re-
vamp of the Institute and reaffirming its
role as the regulatory body for the account-
ing profession in Malaysia.

At the Institute’s Strategic Visioning
Workshop in October 2001, a new vision
and mission were conceptualised for the
Institute. Whilst the old vision stated that
MIA is the “body representing the voice of

accountants in Malaysia and is a leading
partner in nation building”, the new vision
boldly evinces MIA’s resolve, “To be a glo-
bally recognised and respected business part-
ner committed to nation-building”.

Likewise, the new mission, “To develop,
support and monitor quality and expertise
consistent with global best practice in the

accountancy profession for the interest of
stakeholders”, clearly outlines the Institute’s
determination to play a proactive role in
steering the Malaysian accounting frater-
nity into the mainstream of global compe-
tition.

Today, the Institute is the largest accoun-
tancy body in the country, and our mem-
bership stands at 21,000. No longer just an
ordinary membership based-body, the In-
stitute is a professional body entrusted
with statutory functions. It is also involved
in a wide range of activities with the objec-

tive to progress the status of our profes-
sion and to promote the interests of our
members.

We have progressed all these years by
being open to change and it is for this rea-
son that today we embark on another his-
torical journey by breaking with a 37 year
tradition to come up with our new corpo-
rate image.

The new image
The logo, in modern

typography format
seeks to create an im-
age of professionalism
in the 21st centur y.
Conceived in an era

where businesses are transforming due to
the pressure of globalisation and the emer-
gence of information technology, the logo
is highly reflective of the dynamic environ-
ment that the Institute operates in.

It projects a global feel to denote not
only local but international connections.
It also portrays the Institute's mission to
become a globally recognised industry
player and a respected partner in nation-
building.

As a regulatory body, the logo puts for-
ward the message that MIA is the author-
ity that looks over the accounting profes-
sion in Malaysia. The four sides of the box
reflect that the profession is based on the
four core values that accountants must
possess, i.e. honesty, integrity, objectivity
and independence.

In essence, this logo is a manifestation
of  the core functions of the Institute as well
as that of accountants in Malaysia as ‘Man-
agers of Value’.

Keeping the tradition
As the Institute evolves and expands

its horizon to adapt to changing times, it
is well aware of the fact that some things
will never change. It will continue to pro-
mote quality accounting practices that
will raise the standard of governance and
business in Malaysia. It is dedicated to
raising the bar on quality accounting.
And it  wil l  continue to give the
accounting profession in Malaysia the
best that it is capable of.

Vision

“To be a globally recognised and respected business partner

committed to nation-building.”

Mission

“To develop, support and monitor quality and expertise consistent

with global best practice in the accountancy profession for the

interest of stakeholders.”

AT

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

19671967

Malaysian Institute of Accountants
Institut Akauntan Malaysia
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The Accountants Act comes into force
and the Malaysian Institute of
Accountants (MIA) is born.

Former
Accountant
General, D.
Mortimer,  is
elected the
Chairman of
the Council
and Azman
Hashim (pic)

(now YBhg Tan Sri Dato’) is appointed the
Institute’s first Registrar/Secretary. From
its inception in 1967 to 1987, MIA was
headed by the Accountant-General.

YBhg Tan
Sri Dato’
Jaffar
Hussein,

former Bank Negara Govenor and MIA’s
first member, is appointed the second
Registrar.

1967

AKAUNTAN MALAYSIAINSTITUT

C O V E R  MIA

MIA Then & Now —
Upholding Core Values

The Formative Years 1967-1986
30 September 1967 22 November 1967 16 January 1968

31 May 1968

YBhg Dato’ Shamsir Omar (AG)  is
elected the Institute’s first President.

7 August 1969

The Institute holds its first committee
meeting (applications committee) to con-
sider membership admission.

13 September 1972

Rules to the
Accountants
Act 1967
comes into
force.

1 September 1978

The Institute is admitted as a member
of the International Federation of
Accountants (IFAC). This involve-
ment increases the Institute’s partici-
pation at the international level. Be-
sides IFAC, the Institute is also ac-
tively involved in CAPA & AFA.

1-2 November 1985

MIA and MACPA (now MICPA) jointly
organises the FIRST National Accoun-
tants’ Conference.

9 August 1986

Mohammad Abdullah is appointed the
Institute’s third Registrar.
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Year 1987-1999  The Dawn of a New Era

Haji
Hanifah
Noordin
(now YBhg
Dato’), is
elected the
President of
the Institute.

The birth of
Berita MIA.
With a pioneer
print run of
around 2,000
copies, then pub-
lished in-house,
it sets out to be
the ‘voice’ of ac-
countants in the
country.

9 April 1987
1987 — The Institute, enters a new era
after its first AGM in 1987. Accountants in
this country are finally represented and
served under an independent secretariat.
From being a body engaged mainly in the
registration of accountants, the Institute
reinvents itself into one that provides a com-
prehensive range of professional activities
for all its members. At the same time, the
Institute also continues to reinforce public
awareness on the differences between
qualified and unqualified accountants.

The First
Circular
is issued
to all
members.

15 June 1987

MIA’s First Annual General Meeting is held and immediately after a new Council (1987/88) line-up is formed.

MIA officially sets up its own Secretariat
office at Kompleks Antarabangsa.

MIA Sarawak Branch is officially formed
and a day after,  MIA Sabah Branch comes
into existence. The inception of these two
new branches mean that including the
Northern and Southern branches, MIA has
four branches under its purview.

MIA’s members’ handbook
is distributed.

Akauntan
Nasional
comes into the
picture. The
publication
further enlarges
the scope of
Berita MIA, and
the articles
featured are
more in-depth.

The National Annual Report Award
(NARA)  (now NACRA) is of ficially
launched. NARA is jointly initiated and
organised by the Institute and the Kuala
Lumpur Stock Exchange (KLSE).

12 September 1987

1 November 1987 1 January 1988 16 January 1988

2 November 1988September 1988August 1988
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MIA Then & Now — Upholding Core Values

1990

The Malaysian
Accountancy
Research and
E d u c a t i o n
F o u n d a t i o n
(MAREF), a
trust for the

promotion, encouragement and advance-
ment of accountancy research and educa-
tion in Malaysia is set-up.

5-6 February 1991

MIA jointly organises the Conference on
Labuan as an International Offshore Finan-
cial Centre (IOFC).

12-13 February 1991

MIA hosts the First IFAC meeting in
Malaysia.

Launch of the
MIA booklet,
“Who is an
Accountant.”

Deputy Finance Minister, YB Tuan Haji
Abdul Ghani Othman launches the Stan-
dard Perakaunan Antarabangsa (ISA).

MIA hosts the First CAPA Exco Meeting
in Malaysia.

17 February 1992

The Malaysian Institute of Taxation, a
body sponsored by MIA is formed.

20 April 1992

The Malaysian
Association of
Accounting
Technicians

(now MAAA), a second tier accountancy
body sponsored by the Institute is formed.

15 September 1993

The first MIA
Audit Manual
is launched.

July 1996

MIA goes online.

7-8 October 1996

14th CAPA Conference is held in KL.
14th CAPA Conference. The grand gala
dinner is graced by the presence of their
Majesties, the Yang Dipertuan Agong and
the Raja Permaisuri Agong.

• MAREF •

22-24 September 1997

18 December 1999

The Institute organises
its first Induction Course

for new members.

10th AFA
Conference

is held.

September 1991 1 October 1991 8-9 November 1991
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Moving Forward & Staying Relevant Year 2000-Present

2000 was the year that triggers a series of changes at the
Institute. For the first time in 14 years the Institute’s leadership
changes hands for a record three times within a span of eight
months.  At the Institute’s 14th Annual General Meeting in Sep-
tember 2000, winds of change sweep across the Institute, pav-
ing the way for a revamp of the Institute and reaffirming its
role as the regulatory body for the accountancy profession in
Malaysia. YBhg. Dato’ Hanifah

Noordin
YBhg. Dato’ Syed
Amin Al-Jeffri

YBhg. Datuk Dr. Abdul
Samad Haji Alias

MIA organises the Young
Accountants Convention
2000 (YAC 2000).

The CAPA Executive Committee holds its
57th meeting in Kuala Lumpur with MIA
playing host to delegates and affiliates.

The Accountants (Amendment) Act 2001
comes into force:

� Expansion of the MIA Council from 15
members to 30 members.

� Re-classification of members holding
Public Accountant and Registered
Accountant status to Chartered
Accountant.

� Liberalisation of advertising for
member firms. First Council line-up after the Amendment

At the Institute’s Strategic Visioning Workshop in October 2001,
a new vision and mission is conceptualised.  Whilst the old vi-
sion stated that MIA is the “body representing the voice of ac-
countants in Malaysia and is a leading partner in nation building”,
the new vision boldly states MIA’s resolve, “To be a globally
recognised and respected business partner committed to nation-
building.”  Likewise, the new mission, “To develop, support and
monitor quality and expertise consistent with global best prac-
tice in the accountancy profession for the interest of
stakeholders”, clearly outlines the Institute’s determination to
play a proactive role in steering the Malaysian accounting fra-
ternity into the mainstream of global competition.

28-29 May 200124-25 March 2000

28 June 2001 16 July 2001

27-28 October 2001
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MIA officially launches the Practice
Review Programme.

Institute’s
official journal
Akauntan
Nasional is
given a new
name and new
identity:
Accountants
Today

The MIA Qualifying Examination is
officially launched.

22 March 20044 March 2004

Globalisation and Liberalisation of Trade in
Services — Challenges & Direction for the
Malaysian Accountancy Services Sector book-
let is launched.

The e-MIA TMS signing ceremony with
Karensoft Technology Berhad.

12 October 2004

The new MIA corporate
identity is launched.

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

19671967

Malaysian Institute of Accountants
Institut Akauntan Malaysia

MIA Then & Now — Upholding Core Values

18 August 2004

MIA organises a forum on the accountancy
profession with school counsellors, supported
by the Ministry of Education.

13 April 2004

MIA and The
Chartered Insti-
tute of Manage-
ment Accoun-
tants (CIMA),
Malaysia Divi-
sion, organises
the launch of
the National
Award for Man-

agement Accounting (NafMA) Best Practice 2004. The NafMA
is an effort to promote the use of management accountancy by
local and multinational organisations in the quest for corporate
excellence.

20 April 2004

BIAPA (Best Internal Audit
Practice Award)
Taking heed of the significant
and newly evolved role of inter-
nal audit within an organisation,
both the MIA and the Institute
of Internal Auditors Malaysia
(IIAM) feel it necessary to give
recognition when it is deserved.
This results in the conception
of the Best Internal Audit Prac-
tice Award. The launch of the
award is held on 20 April 2004

at the Mandarin Oriental Hotel, Kuala Lumpur.

24 October 2003

MIA signs a Memorandum of
Understanding (MOU) with Institut
Akauntan Indonesia (IAI).

1 January 2003 July 2003 September 2003
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Congratulatory

     Messages
PROFESSIONAL ACCOUNTANCY BODIES

The Association of Chartered Certified Accountants
Congratulations to MIA on the new logo. The logo
aptly represents the arrival of the new MIA. It is
timely indeed that in this knowledge-based society
MIA has reinvented itself to be responsive, relevant

and responsible. I applaud this approach to brand MIA as a dy-
namic and modern regulatory body in Malaysia. The new iden-
tity clearly exemplifies MIA’s leadership, not only in the field of
accountancy but also in governance responsibilities, professional
development and in its global outlook.

Continuing change is always the key feature of the future. The
new identity shows that MIA is determined to effectively adapt to
changes. The new logo looks very professional and reflects the
philosophy of MIA to be the ‘Managers of Value’. It is indeed in
line with its vision of ensuring quality expertise consistent with
global best practices in the accountancy profession.

YBhg Dato’ Khalid Ahmad, President
ACCA Malaysia Advisory Committee

The Chartered Institute of Management Accountants
On behalf of the Divisional Council and staff of
CIMA Malaysia Division, I wish to extend my

heartiest congratulations to MIA on the launch of its new logo.
The new and vibrant look reflects well on the Institute as a dy-

namic entity well-tuned to the developments and changes of the
corporate world.  Modern times dictate changes in the way we
operate and so too on how we “look” in our corporate logos.  The
year 1967 is also captured poignantly! Well done, MIA!

Y. C. Lee, President, CIMA Malaysia Division

CPA Australia
Heartiest congratulations to the Malaysian Insti-
tute of Accountants (MIA) on the launching of your

new and dynamic logo. While the original logo was conceived to
reflect the economic agenda of the time, the new logo reflects
simplicity and commitment to the purpose of MIA as the regula-
tory body for the accountancy profession. This is indeed a step
forward for the Institute. The new look of MIA is reflective of the
direction of the Institute as a forward thinking organisation dedi-
cated to serve and oversee the development of the profession.
Specifically, the tagline ‘Managers of Value’ relates directly to the
new persona of accountants who demonstrate the highest level of
integrity with whom the public can have trust and confidence in.

CPA Australia is proud to be associated with the MIA and we look
forward to continuing our long and mutually beneficial relationship
towards promoting and improving the accountancy profession.

From the Management and Staff of CPA Australia

C O V E R  MIA

The Institute of Chartered Accountants
in England & Wales (ICAEW)

Our warmest congratulations on your new logo. We
wholeheartedly support your aim to demonstrate the
professionalism and value brought to business by the
accountancy profession in Malaysia. It distinguishes
the profession as being uniquely focused on adding
value and being managers of that value to enable busi-

ness growth and sustainability. We share your commitment to serv-
ing businesses and the public to the highest professional, techni-
cal and ethical standards. It underpins domestic and international
confidence in the high quality and integrity of the profession in
Malaysia and therefore enhances Malaysia’s reputation. Our own
members, some 850 chartered accountants in Malaysia, are proud
to be part of that. We look forward to further building our rela-
tionship in our mutual aim of taking up the challenges and oppor-
tunities our profession faces in the future.

YBhg Dato’ N K Jasani, Chairman
ICAEW Malaysia

The Malaysian Institute of Certified Public Accountants
On behalf of MICPA, I would like to extend our
heartiest congratulations to the Malaysian Institute
of Accountants (MIA) on the launch of its new logo.
The simple contemporary design of the new MIA

logo signifies MIA’s role in the modern, dynamic business world.
The tag line, ‘Accountants — Managers of Value’ reflects the com-
mitment of members of MIA to provide services of the highest
standards to clients, employers and the public.

With best wishes.
YBhg Dato’ Abdul Halim Mohyiddin, President, MICPA

UNIVERSITIES

University of Malaya
The Faculty of Business and Accountancy, Univer-
sity of Malaya congratulates MIA on the new corpo-
rate logo. The new logo reflects MIA’s vision in
bringing the accounting profession in Malaysia for-

ward in this globalised era. We would like to take this opportu-
nity to thank MIA for the professional cooperation and support in
the development of accounting curriculum and programme, as
well as the support given to students and staff in many ways. We
wish MIA continued growth and success.

Professor Md Nor Othman
Dean of the Faculty of Business & Accountancy

 University of Malaya

Universiti Sains Malaysia
Congratulations! A new image, a better
perspective to explore new frontiers,
knowledge and skills. A leader in its own

right, that is MIA, Malaysia’s guardian of the accounting profession.
Dean & Academic Staff, School of Management,

Universiti Sains Malaysia
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International Islamic University
The Kulliyah of Economics and Management Sciences,
International Islamic University Malaysia (IIUM) con-
veys its heartfelt congratulations to the MIA on the
launch of its new logo. This along with the recent

redesignation of its members as Chartered Accountants and the inau-
guration of its Qualifying Examination shows the maturity and adapt-
ability of the MIA in meeting the needs of its members as well as the
public and the nation. We are proud to be associated with the Institute.
Once again, congratulations and the very best to the MIA.

Associate Prof. Dr. Azmi Omar, Deputy Rector
(Academic Affairs), International Islamic University Malaysia

NATIONAL, REGIONAL AND INTERNATIONAL AFFILIATES

The Confederation of Asian and Pacific Accountants
The Confederation of Asian and Pacific Accoun-
tants (CAPA), the regional organisation of na-
tional accountancy bodies in the Asia-Pacific

is particularly proud to be associated with the MIA. As a found-
ing member of CAPA, the body applauds the visionary leader-
ship of the MIA which is forward-looking and pro-active. The stra-
tegic renewal of MIA, reflected in the changing of its corporate
logo, will take a well-earned place in the world and bring a new
luster to the international recognition of its members and its des-
ignations. We wish the MIA a promising future under the new
logo in this new millennium.

Robin A. Hamilton Harding, C.A., F.C.A.,
President, Confederation of Asian and Pacific Accountants

The Malaysian Accounting Standards Board (MASB)
It is a great honour to congratulate the Malaysian In-
stitute of Accountants (MIA) on the launch of your
new corporate identity. Along with this new identity,
MIA has grown from strength to strength since its
humble beginnings in 1967. The new corporate iden-

tity portrays the unwavering passion of the Institute to lead in-
dustry players to higher levels of professionalism, competitive-
ness and achievement.  The new identity is more than a brand, as
it heralds a refreshed, re-energised institution which signifies an
ever-important role played by accountants as managers of value.

On this note, MASB wishes MIA a memorable celebration and
every success in its future endeavours.

MASB

The Malaysian Institute of Taxation
On behalf of the Malaysian Institute of Taxa-
tion, I wish to congratulate the Malaysian In-
stitute of Accountants (MIA) on the launch of

the new corporate logo. We appreciate the initiatives taken by MIA in
striving to be competitive and professional in the face of globalisation.
This new logo truly reflects MIA’s evolving role from just a regulatory
body to both regulator and guardian of the accounting profession.

Ahmad Mustapha Ghazali
President, Malaysian Institute of Taxation

Malaysian Association of Accounting Administrators
The Council and members of the Malaysian As-
sociation of Accounting Administrators
(MAAA), a sponsored body of MIA, would like
to offer its best wishes to the MIA Council and

its members on the change of MIA’s logo.
MIA’s change in logo reflects its dynamism and commitment to

nation building. We believe MIA will strengthen by leaps and
bounds to be a globally recognised and respected business part-
ner committed to nation building.

MAAA will continue to support MIA to achieve its goal to de-
velop and monitor quality in line with global best practices in the
accountancy profession. With MIA’ s continuing support and en-
couragement, MAAA will continue to be a forefront partner of
MIA. CONGRATULATIONS MIA!

Malaysia Chapter, International Association of Business
Communicators

The Malaysia Chapter of the In-
ternational Association of Busi-

ness Communicators offers its heartiest congratulations to the
Malaysian Institute of Accountants on the adoption of its new cor-
porate identity.

The Malaysian Institute of Chartered Secretaries
and Administrators (MAICSA)

On behalf of the MAICSA Council, I am pleased to
extend our congratulations to the MIA Council on
the launch of your new corporate logo. The new
identity reflects the image of a forward-looking pro-

fessional institute and the dynamic business environment within
which MIA operates. The logo is modern and unconventional,
and reflects a more energetic and professional image for MIA.

As the regulatory body for the accounting profession in Ma-
laysia, the four core values of the profession — honesty, integ-
rity, objectivity and independence — are well represented in
the logo, and are very relevant. These are the values which
not only accountants, but all corporate professionals should
have in order to enhance the level of corporate governance
and business ethics in the country. Once again, congratulations
and well done!

Jeremie Ting Keng Fui FCIS, President

MEMBER FIRMS

Parker Randall

Congratulations, because
this new look says all the

right things about MIA. Forward-looking, moving with the
times, professional and resounding with integrity. The new logo
also reflects MIA’s status as an honourable regulatory body
accountants in Malaysia look up to and seek gudiance from.
Well done!

From the Management and Staff of Parker Randall

Congratulatory Messages
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BUDGET 2005
“Building on past achievements,

towards greater success”
By Raymond LiewBudget 2005 marks a new era

under the leadership of Prime

Minister Datuk Seri Abdullah Badawi where new measures

were introduced to reduce the country’s deficit, boost the

income of the ‘small man’ and transform the public delivery

system to make it more efficient and user-friendly. The theme

of the Budget speech was “Building on past achievements,

towards greater success”.

Once again, contrary to wide-
spread speculation the reduc-
tion of the corporate tax rate
of 28 per cent did not mat-

erialise under Budget 2005. Indeed it
was hoped that the government under the
leadership of Prime Minister Datuk Seri
Abdullah Badawi would likely reduce it to
create a more attractive business environ-
ment, as the present rate was no longer
considered competitive. Needless to say
the corporate sector was not pleased that
it did not happen.

Analysts say the government could not
af ford to reduce personal or corporate
taxes, as they need to narrow the long-run-
ning federal budget deficit amid an envi-
ronment of slower economic growth. To
prove a point, a mere one percentage point
reduction in income tax would mean a loss
of revenue of RM1.6 billion to the
government’s coffers!

Budget 2005, announced on Friday, 10
September 2004, continued to focus on
small and medium-sized enterprises
(SMEs). At the same time, the budget pro-
vided new impetus to improving public ser-

vices and developing the private sector in
agriculture, capital markets, the Islamic
financial system, property, tourism, infor-
mation technology and manufacturing.
Many of these measures reflect the stance
affirmed by our Prime Minister since he
took office, including his vision of eradi-
cating poverty in the country.

The general comment was that Budget
2005 was more a job of “Balancing the Bud-
get” per se without neglecting developmen-
tal needs and measures aimed at enabling
growth. Of course the effort to reduce the
budget deficit from 5.3 per cent of Gross
Domestic Product (GDP) in 2004 to 3.8 per
cent in 2005 is seen as a welcome move by

corporate investors. The budget is ex-
pected to have a significantly positive im-
pact on the investment environment in the
country with the key market barometer,
The Kuala Lumpur Composite Index
(KLCI), churning out smaller advances in
the third week of the current upward trend,
as profit-taking activity after recent sharp
increases prevented the bulls from charg-
ing ahead. Share prices on Bursa Malay-
sia were mixed-to-steadier at the start of
the Budget’s announcement but the lack
of stimulating market news prompted in-
vestors to take advantage of the positive
momentum to lock in profits.

The theme of Budget 2005 is “Build-
ing on past achievements, towards greater
success” while the focus is on enhancing
the continuing growth of the Malaysian
economy towards achieving excellence.
The four broad strategies of Budget 2005
are:
� Enhancing the effectiveness of govern-

ment financial management, efficiency
of the delivery system and competitive-
ness;

� Accelerating the shift towards a higher
value-added economy;

� Developing human capital as a catalyst
of growth; and

� Ensuring the well-being of the rakyat

“the budget provided new impetus to improving public services

and developing the private sector in agriculture, capital markets,

the Islamic financial system, property, tourism, information

technology and manufacturing. Many of these measures reflect

the stance affirmed by our Prime Minister since he took office,

including his vision of eradicating poverty in the country.”
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through improving their quality of life.
Sectors that would most benefit from

Budget 2005 are:

Corporate and business sector
� Faster tax refunds

The government has introduced assess-
ment on a current year basis as well as the
Self-Assessment System (SAS) that re-
quires taxpayers to ascertain their tax pay-
able. Since the introduction of SAS for com-
panies in Year 2001, there are companies
that have made excess payments on their
income tax. To expedite income tax re-
funds to companies, the government pro-
poses the following measures:

i) ‘Fund for tax refunds’ be established
to provide for income tax refunds;

ii) Excess payments will first be offset
against the current year tax liability of
the company; and

iii) Refunds of excess payments will be
made from the fund to companies,
which do not have any income tax li-
ability in the current year.

Excess payments made to the Inland Rev-
enue Board (IRB) will be refunded within
one month of application with the setting
up of a special fund to deal with the ex-
cesses. (Source: Sunday Star 12 September
2004). IRB Chief Executive, Tan Sri Zainol
Abidin Abd Rashid indicated that the fund
referred to in Budget 2005 would start han-

dling the refunds from January next year.

�  Tax deduction for zakat on business
income paid by companies

The government proposes that zakat on
business income paid in the basis period
for the relevant year by companies (other
than offshore companies) to the appropri-
ate religious authority established under
any written law or any person authorised
by such religious authority, be granted a
tax deduction not exceeding 2.5 per cent
of the aggregated income of the company
in the relevant year.

This proposal is effective for year of as-
sessment 2005 and the objective is to re-

duce the cost of doing business in the coun-
try.

�  Double deduction on expenses for
halal certification, quality systems and
standards certification

The government proposes that a double
deduction be given to a company which
incurs expenses, not being capital expen-
diture, in obtaining cer tification for
recognised quality systems and standards,
and halal certification, evidenced by a cer-
tificate issued by a certification body as
determined by the Minister.

The incentive is aimed at enhancing the
competitiveness of local halal products in
the global market. The expense incurred
is deemed to be for the basis period for the

year of assessment in which the certificate
is issued and the effective date is for the
year of assessment 2005.

�  Tax incentive for the production of
halal food

Similarly, Budget 2005 proposes that
companies producing halal food be given
Investment Tax Allowance (ITA) of 100 per
cent on qualifying capital expenditure in-
curred within a period of five years with
the allowance deducted against 100 per
cent of the statutory income in each year
of assessment. This incentive is given on
the condition that such companies have al-
ready obtained halal certification from
Jabatan Kemajuan Islam Malaysia (stated
as a cer tification body in the Budget
speech) and other quality certification.

Such a proposal is aimed to encourage
new investments in halal food production
for the export market and to increase the
use of modern and state-of-the-art machin-
ery and equipment in producing high qual-
ity halal food that complies with interna-
tional standards.

� Extending the scope of tax incentives
for modernising the system for chicken
and duck rearing

To encourage rearers of broiler and layer
chickens and ducks to modernise their
system of rearing chickens and ducks
through environmental-friendly practices,
the government proposes that the scope
of existing incentives for broiler and layer
chickens and ducks be extended to rearers
of parent and grandparent stocks of chick-
ens and ducks, provided that:

i) they rear at least 20,000 parent or
grandparent stocks of chickens/ducks
per cycle; and

ii) the project is approved by the Minis-
tr y of Agriculture and Agro-based
Industries.

Individual taxpayers
� Extension of deadline for filing of
income tax for taxpayers

Budget 2005 provides for the deadline for
tax filing by sole proprietors, partnerships,
clubs, associations and Hindi joint families
who are carrying on a business be extended
from 30 April to 30 June each year. This pro-
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posal is effective for year of assessment
2004, which will enable taxpayers other than
companies who are carrying on a business
to have sufficient time to prepare their ac-
counts and to compute their tax liability ac-
curately under the Self-Assessment System.

� Increase in rebate for purchase of
personal computer

The government has continued to under-
take measures to widen access to Informa-
tion and Communications Technology
(ICT). In the era of rapid ICT advancement,
efforts have to be intensified to ensure that
every household will benefit from ICT
hence the government proposes that the
tax rebate given to individual taxpayers for

the purchase of personal computers be in-
creased from RM400 to RM500. Such a
rebate is given once every five years to an
individual for the purchase of a personal
computer for the family.

� Increase in relief for the purchase of books
To instil a reading culture and to address

the rural-urban knowledge divide, the gov-
ernment will provide more libraries espe-
cially using existing public buildings. For
this purpose, a sum of RM30 million has
been allocated to the National Library, pri-
marily for the acquisition of reading mate-
rial.

Furthermore, in order to inculcate and
nurture the reading habit, Budget 2005
proposes that the tax relief given to indi-

vidual taxpayers for the purchase of books
be increased from RM500 to RM700, effec-
tive for the year of assessment 2005.

� Increased relief for disabled taxpayers
The government proposes tax relief for

disabled taxpayers be increased from
RM5,000 to RM6,000. For disabled
spouses, the additional relief currently at
RM2,500 has been increased to RM3,500
effective for the year of assessment 2005.
The increase of additional relief for dis-
abled taxpayers will no doubt reduce the
tax burden as such reduction in tax liabil-
ity will enable disabled taxpayers to miti-
gate the continuing increase in the cost of
living.

� Increased tax relief on contributions
to EPF and Takaful as well as life
insurance premiums

To encourage savings as well as to de-
velop the insurance and takaful industry,
the government proposes individual in-
come tax relief on contributions to EPF and
takaful as well as premium payments for
life insurance be increased from RM5,000
to RM6,000 effective year of assessment
2005.

� Exemption on retirement benefits
With its caring attitude towards old age

retirement, the government is equally con-
cerned of the well-being of those who re-
tire before reaching the age of 55 on a
mandatory basis. At present, the tax ex-

emption on retirement benefits in the pri-
vate sector is only provided to those who
go on compulsory retirement at the age of
55. To relieve the tax burden of employ-
ees who have to retire on a mandatory ba-
sis at the age of between 50 and 55, Bud-
get 2005 proposes income tax exemption
be given to retirement benefits up to
RM6,000 for each year of service, back-
dated to year of assessment 2003.

� Civil servants
In line with past budgets, civil servants

who are earning below RM1,000 a month
will receive a one-and-a-half month’s bonus
and those earning above RM1,000 will re-
ceive a month’s bonus subject to a mini-

mum of RM1,500. The cost of living allow-
ances will also be increased for manage-
rial and professional groups from RM165
to RM210 per month. Housing allowances
will increase for supporting staf f from
RM135 to RM180 per month.

� Teachers
Teachers will receive better pay and pro-

motion prospects without having to be ad-
ministrators.

� Police
The police personnel will be receiving

higher salaries and police commandos will
receive higher allowances. The monthly
incentive payment for the Special Opera-
tions Force members will be increased

BUDGET 2005 Building on past achievements, towards greater success
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from RM375 to RM600 for those who have
served between one to 10 years, RM750
for those between 11 to 15 years and
RM900 for those exceeding 16 years. The
daily food expenditure for police trainees
will also be increased.

The two main losers under Budget 2005 are:
� Smokers and Drinkers

To promote a healthy lifestyle, the gov-
ernment proposes the increase in the im-
port and excise duties on cigarettes and
other tobacco products by 40 per cent
while alcohol will increase by 20 per cent.
This would mean that smokers and drink-
ers would have to fork out more to enjoy
their puff and glass of beer or liquor un-
der the proposed increases which is to
encourage a healthy lifestyle among the
rakyat.

Asean Free Trade Area (AFTA)
At this juncture, the issue on the

government’s decision to fully implement
AFTA for the automotive industry is yet to
be announced by the Prime Minister.

According to Minister of International
Trade and Industry, Dato’ Seri Rafidah
Aziz, “We have already started the process
such as bringing down the import duties.
The announcement would be made in good
time, just before January 2005.”

It must be noted that Malaysia was given
a two-year deferment to implement AFTA
specifically in terms of placing the automo-
biles in the Common Effective Preferen-
tial Tariff (CEPT) scheme, the implement-
ing mechanism for AFTA in Year 2005.

Industry players continue to express
their views that while the reduction in im-
port duty is in line with AFTA, which
sought a gradual reduction in the trade
barrier for cars imported from Asean coun-
tries, it is unlikely to result in an immedi-
ate price reduction for cars sold. Hence,
the actual impact will only be felt once the
government comes up with the details of
the excise duties.

Goods and Services Tax (GST)
First and foremost, it has always been

the government’s policy to ensure that our
Malaysian taxation system continue to be
managed in a more efficient, equitable and
naturally business-friendly manner and at

the same time, capable of generating a con-
stant source of revenue to government
coffers. In this respect, the government
has proposed for a review of the provisions
as contained within the Income Tax Act
1967 by establishing a “Taxation System
Review Panel” which comprises of repre-
sentatives from both the public and private
sectors.

The current sales and service tax sys-
tem is basically a consumption tax revenue
generator for the government and in its
present form may be out of date due to its
complexity, different rates of tax for differ-
ent sectors and the various periods of ex-
emption under the Economic Stimulus
Package released on 21 May 2003.

In short, “sales tax” as we all know it, is
a tax levied on goods at the point of import
or at the point of the goods being manu-
factured, while “service tax” is imposed on
selected services including services pro-
vided by professionals to include operators
of hotels and restaurants.

The crux of Budget 2005 is where both
the “Sales and Service Taxes” will be re-
placed with a single consumption tax
known as “Goods and Services Tax” or in
short, GST. This is already applicable in
many countries — over 90 per cent of the
world accounts for the VAT system and
Malaysia is one of the 20-odd countries
that has yet to move into this system. GST
is based on the value-added concept oth-
er wise known as “Value Added Tax”
(VAT). The rational for GST is that the
system of collection would be more com-
prehensive, efficient, transparent and ef-
fective. Consequently, this will enhance
better tax compliance. Under the pro-
posed new system of GST, which will be
implemented on 1 January 2007, compa-
nies need to keep orderly accounts
thereby enabling the government to in-
crease its revenue collection.

The good news is that with the introduction
of GST (a broad-based consumption tax),
the government is in the position to reduce
corporate and individual tax rates to ensure
that the low-income group will not be bur-
dened. In this regard, goods and services
considered as basic necessities would ei-
ther be zero-rated or exempted. Further-
more, small businesses will also be ex-
empted from GST.

Given that GST will only be introduced
on 1 January 2007, the government will
then provide for both public and private
organisations to participate in discussions
towards the implementation of GST with
the view to iron-out wrinkles and any other
shortfalls.

GST will be considered a better system
of tax in the sense that it is taxed or levied
at each stage of production based on the
value added to the product at that stage. It
is not a charge on companies but a charge
based as a percentage of price hence the
actual tax burden is visible at each stage
in the production and distribution chain.
The tax is collected fractionally via a sys-
tem of deductions of “inputs” set-off against
the “outputs” for a registered business,
resulting in a net GST payable.

For example, the registered business
prior to accounting for the payments of the
“output” GST i.e. tax charged on the goods
and services” provided, is allowed to de-
duct the “input” GST paid to other taxable
persons on the purchases for the opera-
tions of his business. This system of tax
ensures that the tax is neutral to the com-
pany irrespective of the transactions trans-
acted.

Naturally, the paperwork will increase
and the cost of compliance too will increase
among other factors. Due to such proposed
increases in operational costs, businesses
may take advantage to increase their prices
of goods and services prior to the imple-
mentation as experienced by those coun-
tries when VAT was initially introduced.
Hence, it is imperative that the government
release the relevant information and pro-
cedures as soon as practicable to prepare
businesses to proceed accordingly, such as
threshold for registration, period of returns
for submission (ideally on a quarterly re-
turn basis), rate of GST etc.

In so far as changing the way the ac-
counts are to be kept, precise recording of
each transaction is to be properly recorded
at every stage of the production to deter-
mine the “output” GST that is to be paid to
the Customs. Similarly, to enable a claim
for the “input” elements, caution must be
taken to ensure that the “input” elements
are all business related otherwise, a high
penalty would be imposed on the taxpayer
for being erroneous in its claim for deduc-
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tions.
Such a burden on a taxpayer will no

doubt increase its operational business
costs but on the other hand, the ac-
counting records maintained will be
transparent, leaving very little room for
fraud and evasion of taxes and in return,
enables the government to increase
their collection of taxes.

While this may be seen as yet another
hurdle on SMEs, the government no
doubt will consider the exemption of
such registration for small businesses.
What is considered small is very sub-
jective as each country differs from the
other. However, the rate of GST is a cru-
cial factor to consider. Our
neighbouring countries impose differ-
ent rates:

Singapore 5.0%

Thailand 7.0%

Indonesia 10.0%

Philippines 10.0%

Australia 10.0%

New Zealand 12.5%

Compare these rates to a more devel-
oped country like the UK, where the
rate is currently charged at 17.5 per
cent!

In addition to providing exemption for
small businesses, the government is
also looking into exempting or zero-rat-
ing essential goods such as basic neces-
sities so as not to burden the low-in-
come group. Goods and services that
are deemed essential normally relate to
“basic needs” such as rice and related
food products, public transportation,
electricity, water etc.

GST may increase the price of goods
and services. It has a direct price in-
crease and may be seen as inflationary.
The price of goods and services is in-
creased by the rate of the GST to the
extent of the differential. For example,
if the rate of GST is 10 per cent, the
immediate price increase is five per cent
(i.e. 10 per cent less the existing five
per cent tax) or at worst, the whole 10
per cent!

With the increase in the rate of GST
beyond the current five per cent, this
would enable the government to reduce

BUDGET 2005 —
HOW IT AFFECTS VARIOUS

INTEREST GROUPS
� The poor — RM94.2 million set aside for

housing aid, to increase income, nutritious
food programme, human intellectual devel-
opment, training  and education of hardcore
poor, additional children voucher scheme
and most importantly, construction of
21,000 low cost houses for squatters.

� Civil servants — RM1,500 minimum bonus
in two instalments to be paid in October and
December 2004.

� Disabled — Additional relief of RM1,000
and a further RM500 for disabled spouses
to include RM25 monthly allowance for
each disabled child in special schools.

� Pensioners — Retirement benefits exemp-
tion increased to RM6,000 for each year of
service and extra benefit from Merdeka
bond issue.

� Students — 1,000 MARA overseas schol-
ars under Skim Pelajar Cemerlang. Top stu-
dents to be sponsored by Khazanah
Nasional every year.

� Teachers — Guru Cemerlang and Pengetua
Cemerlang to be allowed to remain in
schools with opportunities to be promoted
to special grade C and JUSA C posts respec-
tively.

� Contractors — RM500 million allocated to
allow Class F contractors to maintain gov-
ernment buildings.

� Artistes — Full entertainment duty exemp-
tion for approved arts and cultural perfor-
mances by local artistes in Kuala Lumpur,
Labuan and Putrajaya.

� Smokers and Drinkers — Excise duty on ciga-
rettes and other tobacco products increased
by 40% while alcohol increased by 20%.

� SMEs — RM4.5 billion allocation for SME
Fund 2, a scheme to promote SME and SMI
activities in both export and domestic ori-
ented sectors.

� General Public — RM700 tax relief for book
purchases. Tax relief of RM6,000 on contri-
butions to EPF, Takaful and life insurance
premiums.

� Accountants — Definitely, additional busi-
ness potential with the introduction of GST
on 1st January 2007!

direct taxes such as Income Tax and
Corporate Tax rates, which would off-
set the additional collection from GST.

In principle, it is possible to assume
that with the gradual increase in the rate
of GST there will be a gradual decline
in direct taxes.

Accounting profession
Good news for the accounting profes-

sion — with the introduction of GST,
this will certainly increase our business
potential, in particular those in book-
keeping services who would probably
be the biggest winners among all inter-
est groups.

Conclusion
Overall, Budget 2005 is seen as a

transparent budget — one that reflects
the pledged policies of our Prime Min-
ister, Datuk Seri Abdullah Badawi
when he first assumed of fice. The
highlight of Budget 2005 from a busi-
ness viewpoint would be the
government’s commitment towards
enhancing its effectiveness and ef fi-
ciency of its delivery system. Certainly
the proposal to review the existing
taxation system with the view to im-
proving clarity and transparency in tax
administration is commendable. The
proposed introduction of GST to re-
place the Sales and Service Tax, effec-
tive 1 January 2007 is timely. The two
years’ grace period to prepare the way
for an improved consumption-based
tax system would allow for the rates of
income tax to fall. No doubt, the final
GST system and the extent of the ex-
pected income rate cuts will be eagerly
awaited by everyone!

Malaysians can be confident that
growth is expected to hit seven per cent
exceeding the earlier forecast of 6 – 6.4
per cent for 2005 thus placing the coun-
try among some of the fastest growing
nations in the region.

Do you have a tax query? If so please
send it to Raymond Liew & Associates, an
af filiate of Parker Randall International,
305 & 503 Block E, Phileo Damansara 1,
No. 9 Jalan 16/11, Of f Jalan Damansara,
46350 Petaling Jaya, Selangor (Tel: 603-
7665 1738 Fax: 603 7665 1739 e-mail:
raymondliew@raymond-liew.com)

AT
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Without doubt, the proposed

introduction of the Goods and

Services Tax (GST) in Budget 2005 saw broad smiles on most

members of the accounting and taxation fraternity. While not

really the gravy train, they will surely see more business

coming their way in the months ahead.

E C O N O M Y  budget 2005

BUDGET 2005

Tax Proposals
By Jasvinder Kaur

After years of planning and dis-
cussions, the Government has
finally resolved to push ahead
   with the idea, bringing about

major changes to the way we tax goods and
services. The Government plans to kick
start the broad-based consumption tax pro-

the first under Abdullah’s leadership.
As in the UK’s value added tax (VAT)

regime, the model is based on the idea of
taxing consumer expenditure. According
to UK’s Customs and Excise Department,
VAT is a tax on the final consumption of
certain goods and services but it is col-
lected at every stage of production and dis-
tribution.

According to the UK Government ma-
chinery responsible to collect billions of
pounds in revenue each year in VAT, other
taxes and customs duties, VAT is a tax
charged on most business transactions
made in the UK or the Isle of Man. It is
also charged on goods, and some services,
imported from places outside the Euro-
pean Union and on goods and some ser-
vices coming into the UK from the other
EU countries.

That, pretty much, sums up the basics.
The GST is a tax levied on the final con-

posal by 1 January 2007.
The idea was one of the new initiatives

outlined by Prime Minister Datuk Seri
Abdullah Ahmad Badawi, who is also Fi-
nance Minister, when delivering the Bud-
get 2005. The Supply Bill (2005) presented
in the Dewan Rakyat on 10 September was
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“Needless to say, the tax burden

will be shifted to the heavy

consumer. Whether this will alter

the pattern of spending or spur

inflation will remain to be seen.”

Poon Yew Hoe and Harpal Singh Dhillon,
2005 Budget Commentary & Tax Information

“These are substantial tax

reform initiatives with the

objective of making the tax

system more efficient, equitable,

business-friendly, transparent

and capable of generating a

stable source of revenue.”

Dr. Veerinderjeet Singh
adviser for Ernst & Young

sumption of goods and services, but col-
lected at every stage of the production and
distribution chain.

“Needless to say, the tax burden will be
shifted to the heavy consumer. Whether
this will alter the pattern of spending or
spur inflation will remain to be seen,” com-
ments Poon Yew Hoe and Harpal Singh
Dhillon in the 2005 Budget Commentary
& Tax Information published by the Ma-
laysian Institute of Taxation, Malaysian
Institute of Accoun-
tants and the Malay-
sian Institute of Cer-
tified Public Accoun-
tants.

Commenting on the
budget 2005, adviser
for Ernst & Young, Dr.
Veerinderjeet Singh
listed the GST as one
of the two significant
tax proposals having
tremendous long-
term effects. The other is the setting up of a
Taxation System Review Panel. “These are
substantial tax reform initiatives with the ob-
jective of making the tax system more effi-
cient, equitable, business-friendly, transpar-
ent and capable of generating a stable source
of revenue,” says Dr. Veerinderjeet.

The Proposal
Prime Minister Abdullah, in the budget

speech entitled Building on Past Achieve-
ments, Towards Greater Success, had this
to say on the GST:  “The consumption tax,
in its present form, consists of sales tax and
service tax. Sales tax is levied on goods at
the point of import or at the manufactur-
ers’ level. Service tax, on the other hand,
is imposed on selected services, including
those provided by professionals, as well as
operators of hotels and restaurants. The
Government proposes to replace both
these taxes with a single consumption tax,
based on the value-added concept. The new
tax, known as the Goods and Services Tax
(GST), will be more comprehensive, effi-
cient, transparent and effective, thereby
enhancing tax compliance. Given that, un-
der the new system, companies need to
keep orderly accounts, the Government’s
revenue collection is also expected to in-
crease.

“The Government proposes to imple-
ment this new tax on 1 January 2007. The
introduction of the new tax will provide the
Government with the opportunity to re-
duce corporate and individual income tax
rates. The Government will also ensure
that the low-income group will not be bur-
dened by the implementation of GST. In
this regard, goods and services considered
as basic needs will either be zero-rated or
exempted. In addition, small businesses

will also be ex-
empted from this
tax.”

In a welcome
move, the Prime
Minister also stated
that the Govern-
ment will provide
oppor tunities for
public and private
organisations to
participate in dis-
cussions towards

the implementation of GST.
In the same speech, Abdullah also pointed

to the review of the taxation system. The
overall idea, emphasised the Prime Minis-
ter, remains to ensure that the taxation sys-
tem is more efficient, equitable and busi-
ness friendly, as well
as capable of gener-
ating a stable source
of revenue.

“Towards this end,
the Government pro-
poses to establish a
Taxation System Re-
view Panel compris-
ing representatives
from the public and
private sectors. This
Panel will review the
tax system, includ-
ing the provisions of
the Income Tax Act
1967. The focus of
this review is to ensure that tax provisions
remain relevant. Existing provisions will be
amended to improve clarity and transpar-
ency of tax administration,” he said.

The Carrot
For corporate players, there will be the

burden of implementing a system to fac-

tor in the workings of the GST. However,
the carrot before them is the prospect of
lower income tax rates. Abdullah’s speech
carried the pointer, when he said that the
new tax regime will provide the Govern-
ment with the ‘opportunity to reduce cor-
porate and individual income tax rates’.

Will that happen? Will corporate tax be
slashed? Judging from the experience of
other countries that have gone the value
added tax way, it seems most likely.

Ernst & Young Consultants Sdn Bhd ex-
ecutive director Azhar Robert Lee, in one
media report, noted that this was the right
time to introduce GST as Malaysia is ex-
periencing the same economic environ-
ment as when Australia adopted GST in
July 2000. He said a year before and after
implementing GST, Australia reduced its
corporate tax gradually by six per cent, yet
collected A$24 billion in tax revenue with
corporate tax revenue increasing by an ad-
ditional A$6 billion.

The Model
The actual model, of course, will depend

on the study conducted by the team and
feedback from various quarters.

The task will be entrusted to an eight-
member Taxation System Review Panel
headed by Datuk Kamariah Hussain, the Fi-

nance Ministry’s Un-
der-Secretary of the
Tax Analysis Divi-
sion. The panel will
oversee the review of
the tax system. It will
include reviewing
provisions of the In-
come Tax Act 1967,
the Customs Act
1967 and the Excise
Act 1976 to ensure
that the tax provi-
sions remain rel-
evant and keep pace
with changes in the

economy and its growing needs.
The panel, which will include three mem-

bers from the public sector, including the
chairman, and five from the private sector,
will also consider the scope, rules and
regulations and the administrative require-
ments for implementation of the goods and
services tax (GST) in 2007. AT
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STEP 1 The Initial Concept
Any decision requiring corporate invest-

ment, of either time or money, arises from
the recognition of the return to be made
by the fulfilment of a need. The decision
to establish a data warehouse may be initi-
ated by the realisation that the most effec-
tive and efficient way to exploit the oppor-
tunities of customer profiling and market
segmentation using internally-generated
information is via a data warehouse.

At this point, consideration should be given
to the degree to which the implementation
of a data warehouse would support corpo-
rate and departmental strategies (e.g. cus-
tomer profiling and market segmentation).

The conceptual stage involves
familiarisation with the capabilities and po-
tential of the data warehouse as an option

for the business, prior to the more concrete
evaluation of the (financial and other) costs/
benefits of a data warehouse as in Step 2.

STEP 2 Feasibility Study
The objective of this step is primarily to

ascertain whether or not the implementation
of a data warehouse would deliver a positive
return on investment. The feasibility study
requires the assistance of information tech-
nologists in defining the scope of, and activi-
ties involved in, implementing a data ware-
house. To be of value, the study should de-
fine and include both tangible and intangible
benefits, as well as estimated project costs.

It is useful at this stage to define the busi-
ness performance measures that are ex-
pected to improve as a result of data ware-
house implementation. Thus the feasibil-

ity study should include a synopsis of:

� business goals and objectives;

� current data needs and usage that the
warehouse will support;

� examples of usage for each piece of data
(including shortcomings and inconsis-
tencies);

� volume of each piece of data;

� level of detail of each piece of data;

� frequency with which data is required;

� frequency with which data should be
updated;

� possible users, their location and level
of expertise;

� timeliness, or how current the informa-
tion must be to be valuable to the deci-
sion-making process.

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

Constructing a

Data Warehouse
As the repository for data that, through the applica-

tion of appropriate software tools, can be trans-

formed into almost limitless, user-defined represen-

tations of business information, the

data warehouse is a key source

of business intelligence. Many

companies that have

 invested in data ware-

housing have found that

by combining and storing

the data in one corporate

database, they are able

This is Part Two of a two-part series. Part One was published in

the September 2004 issue of Accountants Today.

not only to improve their decision support function but,

through the application of data mining and other busi-

ness tools, enhance their business intelligence.

Constructing a corporate data

       warehouse can be a labour

intensive process requiring

  the involvement of

 experienced individuals

  trained in specific

  technologies to build and

  implement a data

 warehouse that satisfies

evolving business needs.
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STEP 4
Developing the Warehouse

The physical environment of a data ware-
house is critical to its successful implemen-
tation, and one of the biggest technologi-
cal challenges of data warehousing
projects. The architecture supporting the
warehouse must provide sufficient infor-
mation access speed for users, and such
needs should be balanced with a hardware
strategy that allows for anticipated growth
in usage and data needs.

The physical architecture of the ware-
house includes all:

� hardware;

� network configurations;

� security requirements;

� end-user tools;

� tangible pieces of the data warehouse.

the data targeted for inclusion in the ware-
house.

Physically, the warehouse can be con-
structed around a two-tier or three-tier
framework. Residence of, and access to,
the data will be determined by:

� the type of information required by each
user;

� the location of each user;

� how and when the data will be accessed.

These logistics, impact on the costs of
the physical architecture, as well as the re-
sponse time requirements.

All the data need not be contained at one
location but can either be distributed (in-
cluding replication) or partitioned to reside
at several connection points according to
user needs.

The benefit of a two-tier system (where
all data is held in one place, to which end

users are connected via a local
area network) is that all data is
centrally stored and main-
tained. However, a side effect of
this is a potential delay in re-
sponse time where multiple us-
ers require access to the same
data simultaneously.

A three-tier architecture al-
lows for tailoring the process to
meet specific (groups of) user
needs. The data can be man-
aged (retrieved from legacy sys-
tem, ‘cleaned’ and stored) at a
central source, and from there
distributed (replicated), or par-

titioned (sliced) to dif ferent connection
points or file servers.

Replication of data allows faster response
times and more concurrent access. Its limi-
tation is that enquiries cannot be made
from dif ferent business locations; they
have to source from specific stations to the
central bank. The weakness is the duplica-
tion of data between the central source and
all the different user locations, and the pro-
cessing required to maintain two locations
of data. There is a danger that the data
could become inconsistent, impacting on
the cost of the data warehouse storage and
its integrity assurance.

‘Partitioning’ is the process of breaking
up the data warehouse into logical blocks,
and sending them to reside on the file

1

2

3

STEP 3
Designing the Warehouse Architecture

The design step of the data warehouse
process identifies facts about the data that
need to be stored in the warehouse (meta
data) to support drill down (data mining)
and drill across data inquiry.

Design involves the following five steps,
in an iterative process:

Identification of the business area;

Definition of the data content of each
business area;

Comprehension of which data is impor-
tant to decision-making;

Identification of the ultimate data
source;

Development of a data warehouse
model.

For each business subject area to be in-
cluded in the warehouse, the
following information about the
data to be included must be con-
sidered.

� The basic nature of the data:
What type of data will be used
— archival data, existing sys-
tems data?

� Attribute mapping: Defining
the data item characteristics
(attributes).

This process includes map-
ping data from source trans-
actional systems to current
versions of the data in the
warehouse.

� The degree of summarisation: Will single
data items be mapped directly to the data
warehouse, or will some degree of
summarisation (e.g. monthly summa-
ries) be performed?

� Frequency of transformation: How often
will the transformation of data occur?

� Occurrence mapping: Will all or only se-
lected source records result in the cre-
ation of a data warehouse record?

� Volume: How much data will be main-
tained in the warehouse? How often will
source records be scanned?

� Sequence: What is the sequence of se-
lected or summarised records passed to
the warehouse?

4

5

The developmental stage of the con-
struction process involves imposing tech-
nology onto the warehouse design devel-
oped at Stage 3. This requires further re-
finement of the business requirements of
the warehouse, so that the required
implementable design features can be de-
veloped.

By modifying the business model (rep-
resenting what information will be stored
in the warehouse, and how), a physical
model making optimal use of the techno-
logical architecture can be developed.

To develop a logistical model of the re-
quired network, the business users and
their location(s) must be determined. This
information is used to design the ‘partition-
ing’ and distributing plan, and to schedule
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Constructing a Data Warehouse

AT

servers supporting specific
business-user locations.
Each file server does not
have to be the same techno-
logical platform to provide
the ability to leverage exist-
ing hardware at end-user lo-
cations. No data resides in a
central source. Ever y file
server contains the informa-
tion it requires, and access is
permitted for inquiries that
span business-user locations.
Although it reduces redun-
dancy, partitioning can cause
networking problems. Re-
sponse time can be affected
depending on the number of
locations containing needed
data that must be accessed.

STEP 5
Assembling and

Testing the Warehouse
Data from the existing

sources may require modifi-
cation or cleansing before it
can be placed in the data
warehouse. The warehouse
should be tested by the busi-
ness users of the targeted
data who understand its us-
age and who have realistic
expectations of inquiry results.

The following assurances should be
sought and delivered at the testing stage,
that:

� The correct data is sent to the correct
location in the correct format;

� Statistical reporting tools or pre-defined
inquiries are correctly manipulating the
data;

� Response times are appropriate to the
network configuration and design;

This is also an appropriate point to de-
termine end-user training requirements.
Even the best designed and implemented
data warehouse will fail if staff do not pos-
sess the skills required to make effective
use of the data warehouse.

STEP 6
Implementing the Warehouse

Before activating the data warehouse, all:

� hardware must be in place;

� users must be trained, with access to
their data;

� software for cleansing, distributing and
partitioning the data must be working ac-
curately.

On activation, it is useful to gather sta-
tistics that challenge operation of the ware-
house as a basis for future refinement:

� How do users work with the data ware-
house? What tools and data could help
them be more successful?

� What business problems should the next
incremental release be geared towards
solving?

� What additional training or special
hands-on assistance will help specific
business users?

STEP 7  Maintaining and
Enhancing the

Warehouse
Ensuring that the data

warehouse is adequately
maintained is both a business
and technological requisite.
Collecting and analysing in-
formation regarding the na-
ture of enquiries to the ware-
house, the data being ac-
cessed and response times,
produces useful guidance to
determine if any performance
enhancements can/or should
be made to the warehouse.

It is likely that, following
a successful initial imple-
mentation, the demands on
the warehouse will be
greater than originally envis-
aged, and each incremental
release or ‘up-grade’ to the
system should be reviewed
to ensure that:

� It does not over stretch the
existing network;

� Training, storage and other
tangible costs can be met;

� It would add value to the
business and provide a posi-
tive return on investment.

STEP 8
Obsolescence

A data warehouse becomes obsolete
when it no longer provides value to the
business community it serves, or when
maintenance costs exceed the return on
investment. Outdated technology should
never be the reason behind obsolescence
since, for a price, platforms can be
changed, and new tools purchased to pro-
vide better performance or usability.

The combination of data warehousing and
web-based technologies can facilitate strate-
gic benefits for businesses. The timely avail-
ability and accessibility of key financial in-
formation should improve forward planning,
decision-making and external reporting.

This article is contributed by CIMA, The Char-
tered Institute of Management Accountants. It
is an excerpt from CIMA’s Technical Briefing
on ‘Data Warehousing’.
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Improving corporate governance is
one of the hottest topics in board-
rooms, regulatory commissions and
business newsrooms around the

world. Reasons for this stem from a vari-
ety of problems that surfaced in the 1990s,
such as well publicised business failures
that have been related to inadequate gov-
ernance structures, including Bre-X, Livent
and YBM, and questions about the ad-
equacy of management in organisations
like Air Canada, Moore and Nortel.

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

Shaping Good
        Conduct

The search for more

effective systems of

corporate governance has

created a unique opportunity

for strategic financial

management professionals.By Anthony A. Atkinson and Steven Salterio

Continuing concerns about improving cor-
porate governance have also been voiced in
such reports as the influential Crystal Report
on Executive Compensation by analyst Graef
Crystal, which debates whether boards act in
the best interests of shareowners, particularly
in the area of setting executive compensation.

Statements expressed by securities regu-
lators, such as David Brown, chair of the
Ontario Securities Commission (OSC),
suggesting that external auditors are in-
creasingly becoming advocates for their

clients instead of impartial arbitrators of
financial statement disclosure fairness, are
also influencing decisions pertaining to
corporate accountability,

And finally, there has been significant
non-compliance with the voluntary recom-
mendations of the Dey Committee, suggest-
ing that TSE registrants disclose their firms’
activities in relation to a variety of corporate
governance ‘best’ practices (see Corporate
Governance, by Bruce McConomy and
Merridee Bujaki, CMA Management, Octo-
ber 2000). The joint committee’s recommen-
dations focus on the major issues identified
in corporate governance, such as the fidu-
ciary role of the board, yet despite their con-
text in corporate culture change, they are
surprisingly focused on form and structure.

The increasing interest in, and the de-
mand for, higher standards relating to cor-
porate governance have created a unique
and timely opportunity for management
accountants — and other strategic financial
management professionals — to align the
strategic vision of the profession with the
emerging demands for more effective sys-
tems of corporate governance.

The Evolution of Corporate
Governance Principles

Discussions of corporate governance op-
erate at cross-purposes since there are dif-
ferent and potentially conflicting definitions
of the concept. Understanding these differ-
ences is a first step in supporting an informed
discussion about corporate governance and
developing a standard definition for it.

The Setting
At the aggregate level, corporate gover-

nance is about governing an organisation.
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The players in the governance process are
the principals or shareowners of the
organisation, management, board of direc-
tors, and auditors. The principals hire man-
agers to pursue their objectives for the
organisation. The managers are expected to
act in the principals’ interests in managing
the organisation. While the principals nomi-
nally appoint the board of directors to over-
see management, the reality of the modern
corporation is that management usually ap-
points the members of the board. Further-
more, while the principals hire the indepen-
dent auditor who report on a fairness evalu-
ation of the financial statements and related
disclosures, the reality is that management
most often selects and determines the com-
pensation level of the auditors. Management
can also influence the auditors via their pur-

chase of non-audit services from the profes-
sional service firms that public accounting
firms have morphed into in recent years.

Suggested Roles for
Corporate Governance

The setting of corporate governance
raises three important sets of issues. The
first is that management may operate the
organisation to achieve management’s in-
terests rather than the principals’ interests.
Since, in most settings, management ap-
points both sets of overseers (the board and
the auditors) and can offer the monetary
incentive of continued employment to both,
the potential for moral hazard exists, in that
management can bend both the board of di-
rectors and the auditors to its will. This is a
fiduciary issue since it can result in an inap-
propriate transfer of organisation resources
from the organisation’s principals to its man-
agement. This role may be referred to as
the ‘internal control role’ of corporate gov-
ernance.

Second, management may act honestly
but incompetently in managing the
organisation’s affairs. This issue elevates

the role of the board of directors in evaluat-
ing the business and functional level strate-
gies developed and implemented by man-
agement. Some observers have argued that
the role of the board of  directors is to pro-
vide a proactive, comprehensive and inde-
pendent review of these strategies. Other
observers believe that the role of the board
is reactive, providing for management suc-
cession when the current management has
failed. This role may be referred to as the
‘control role’ of corporate governance.

And finally, the third issue is that appear-
ances of propriety can be deceiving in corpo-
rate governance. It costs nothing for ineffec-
tive boards to mimic the practices of effective
boards by complying with structure require-
ments, but not delivering the expected results
of effective corporate governance. Focusing

on internal controls does not ensure effective
corporate governance if it is construed as ef-
fective control of the organisation.

While all perspectives on corporate gov-
ernance agree on the importance of the fi-
duciary issues in corporate governance,
differences arise in the nature and impor-
tance of the control role, and how difficult
it is for ineffective boards to mask their
lack of stewardship.

Alternative Perspectives on
Corporate Governance

The fiduciary perspective. Traditionally, cor-
porate governance focused on, and reflected,
fiduciary concerns. Governance was consid-
ered adequate if management took steps to
ensure that the organisation’s assets were
protected from loss or theft. For this reason,
good corporate governance was, and in some
circles still is, associated with adequate and
effective internal controls.

The Toronto Stock Exchange (TSE), re-
flecting the conclusions of the influential Dey
Committee on corporate governance, focused
its governance evaluation and guidelines on
the organisation’s internal control, manage-

ment information, and risk management sys-
tems. According to the TSE, corporate gover-
nance means the process and structure used
to direct and manage the business and affairs
of the corporation with the objective of enhanc-
ing shareholder value, which includes ensur-
ing the financial viability of the business.

While this definition appears to promote
the fiduciary and evaluating role of gover-
nance and advocates a social responsibility,
the TSE’s current governance guidelines fo-
cus almost exclusively on controls designed
to ensure board independence and issues
relating to managing organisation risk. There
are no specific guidelines relating to support-
ing a control role for boards of directors;
hence, the perspective is decidedly fiduciary.

This preoccupation with structure (con-
trols) rather than process or results (out-
comes) is evident in the criteria that some re-
viewers have used to rank boards in terms of
their governance practices. For example, in
the article “Why Boards Matter” (Canadian
Business, 29 October 2001) two criteria were
used to rank boards: how well each company
adhered to the TSE governance guidelines
and evidence of board independence. It is rela-
tively easy for ineffective boards to imitate the
practices of more effective boards and thus
receive such a seal of approval.

The stakeholder perspective.  The stake-
holder perspective on organisational gover-
nance is based on social equity and welfare
principles. This approach advocates identi-
fying stakeholders who have claims on the
organisation; the rigorous specification of
rights and responsibilities amongst those
stakeholders; and the development of ac-
countability, reward and punishment sys-
tems to support the rights allocations. In this
view, the organisation is a mechanism that,
amongst other objectives, should be a model
or tool of social justice. This perspective is
evident in the World Bank’s definition of cor-
porate governance, which states that it holds
the balance between economic and social
goals and between individual and communal
goals. The governance framework is there
to encourage the efficient use of resources
and equally, to require accountability for the
stewardship of those resources.

Some writers have addressed the stake-
holder perspective from the narrower per-
spective of the legality of organisation activi-

“It is clear that the institutional investment community is
losing patience with the lack of progress exhibited by the
various constituencies that have proposed corporate
governance principles but failed to propose and
implement effective systems of corporate governance.”
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Shaping Good Conduct

MINI CASE STUDY
Changing Its Tune

How the Bank of Montreal changed its
corporate governance climate in the 1990s:

� Decrease board size from 29 in 1991
to 15 in 2000.

� Clear board responsibilities including:
• Selecting, evaluating, compensating

and replacing the CEO;
• Shaping, assessing and approving stra-

tegic plans and objectives;
• Selecting directors and evaluating

board performance;
• Overseeing ethical, legal and social

conduct;
• Reviewing the financial performance

and condition of the bank;
• Simple one-page “Charter of Expecta-

tions for Directors.”

� Annual peer evaluation in which direc-
tors rate each other against the Char-
ter, including such areas as strategic
insight, financial literacy, business
judgment and accountability, and com-
munication. Participation is manda-
tory and each director receives a copy
of feedback on his/ her performance.

� Annual survey of board members to
identify key governance concerns that
are used to shape the board agenda
for the next year.

� Rigorous continuation of membership
policies including retirement at age 70,
75 per cent attendance requirement
and automatic tendering of resignation
when principal occupation changes.

� Assignments of clear descriptions and
responsibilities assigned to each board
committee.

� Requirements that every director have
a laptop with e-mail capability so that
they can receive real-time updates of
key company information.

The Bank of Montreal recently received
a National Award in Governance from
the Conference Board of Canada, and
has consistently been recognised for the
quality of its disclosures on corporate
governance by the Canadian Institute of
Chartered Accountants and the National
Post Annual Report Awards.

ties. Management literature discusses this
perspective under the aegis of internal con-
trol, ethics control and risk management sys-
tems. Some parties have treated the legality
of organisational activities as an element of
corporate governance. For example, RT
Capital was charged with, and subsequently
fined for, high closing activities (stock ma-
nipulation) by the OSC, which argued that
these activities were taken as a failure of ef-
fective board stewardship and a lack of ef-
fective corporate governance in the firm.

The control perspective. This perspective
identifies the primary role of governance as
the effective use of assets in pursuing
organisational objectives — a significant and
important departure from the fiduciary role
envisioned by the internal control perspec-
tive. The following Organisation for Eco-
nomic Co-operation and Development
(OECD) definition of internal control re-
flects this perspective:

Corporate governance is the system by
which business corporations are directed
and controlled. The corporate governance
structure specifies the distribution of rights
and responsibilities among different par-
ticipants in the corporation … and spells
out the rules and procedures for making
decisions on corporate affairs. By doing
this, it also provides the structure through
which the company objectives are set, and
the means of attaining those objectives and
monitoring performance.

The rights definition. In “Governing the
Modern Corporate” (the Economist, 5 May
2001), the American approach to governance
is identified using the concept of shareholder
rights. From this definition, good corporate
governance exists when shareowners have
the ability, through votes at annual meetings
or through forceful boards of directors, to
overthrow existing management when ap-
propriate. From this view, effective corporate
governance is achieved through laws that
enhance the ability of shareowners to ex-
press their preferences in a democratic way,
either by their direct actions or indirectly by
having boards of directors reflect their ma-
jority preferences.

A comprehensive definition.It is evident
that some of the above definitions of cor-

porate governance reflect elements of in-
ternal control and control perspectives.
The following definition appears to include
key aspects of the above perspectives:

Corporate governance is the system by which
companies are directed and controlled.
Boards of directors are responsible for the
governance of their companies. The share-
holders’ role in governance is to appoint the
directors and auditors and to satisfy them-
selves that an appropriate governance struc-
ture is in place. The responsibilities of the
board include setting the company — stra-
tegic aims, providing the leadership to put
them into effect, supervising the manage-
ment of the business and reporting to share-
holders on their stewardship. The board ac-
tions are subject to laws, regulations and the
shareholders in a general meeting. (“The
Report of the Committee on The Financial
Aspects of Corporate Governance”, The
Cadbury Report, April 1992).

Outcomes — Not Controls
A distinguishing characteristic of many of

the perspectives on corporate governance is
a focus on controls (rules and structure),
rather than outcomes (process or results).
This characteristic has provoked comments
from sceptical observers that the governance
movement, which has been driven primarily
by accounting bodies, is riddled with self-de-
nial and window-dressing that do not deal
with the underlying fundamentals, nor with
thoughtful proposals for improving corporate
governance. The preoccupation with con-
trols rather than outcomes is likely the rea-
son that the report of the TSE-CICA Joint
Committee on corporate governance entered
the world with a thud rather than a bang.

Terrance Corcoran commented in the Na-
tional Post (10 March 2001) that “while the
accountants busy themselves with soft and
fluffy ‘corporate governance’ issues … their
real business of accounting is falling away.”
This commentary is unfortunate for two rea-
sons. First, it reflects a growing lack of confi-
dence in public accounting and the ability of
regulators and professional accountants to
implement a credible and effective process
of corporate governance. Second, it fails to
recognise some important developments in
the principles of corporate governance that
accounting bodies have developed but failed
to advocate forcefully both to their own mem-
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“The key to reform lies in
creating a climate among a
well-educated set of directors

that is conducive to open-
ness and questioning of key
management assumptions

and proposals.”

1

2

3
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bers and to the regulatory community.
The issues that need to be resolved in-

clude the following:

Should corporate governance include
both the fiduciary and control roles?

Whose interests should be reflected by
corporate governance principles — only
those of the principals’, or those of a
broader set of stakeholders?

Should the role of the board of direc-
tors be proactive or reactive?

A Suggested Course of Action
From the commentaries reported above, it

is clear that the institutional investment com-
munity is losing patience with the lack of
progress exhibited by the various constituen-
cies that have proposed corporate governance
principles but failed to propose and implement
effective systems of corporate governance.
The approach undertaken by the TSE to date,
and that of the Joint Committee’s interim re-
port, which focuses on controls rather than
outcomes, is ineffectual and will not address
the concerns and issues that critics of current
corporate governance practices have raised.

What is required is an acceptance of the
broad view of corporate governance, such
as the one proposed by the Report of the
Committee on the Financial Aspects of Cor-
porate Governance or The Criteria of Con-
trol Board in Canada, recently renamed the
Risk Management and Governance Board.

It is unlikely that a view of corporate gov-
ernance that includes broad social issues
would be acceptable in the US, although
corporate governance should include con-
trols that ensure that the organisation will
operate within societal laws and expecta-
tions of ‘good conduct’.

Within this view, the role of the board of
directors should be clearly specified. In a
provocative article by John Pound, entitled
“The Promise of the Governed Corporation”
(Harvard Business Review, March/April
1995), the writer argues that boards should
be required to undertake substantive and
independent reviews of both the
organisation’s systems of internal control
and the efficacy of the organisation’s sys-
tems of planning and control. This is diffi-
cult to achieve as board members are com-
monly rated on how much of a ‘team player’
they are throughout their careers. Yet, here,

they are asked to act as an independent
check on the very management that in all
likelihood appoints and remunerates them.

Glorianne Stromber, a former commis-
sioner of the OSC, stresses the board’s role
of undertaking an independent evaluation of
management initiatives. She echoes Pound’s
perspective of the importance of understand-
ing the behavioural dynamics involved in the
board’s stewardship in her comments on the
focus of the Joint Committee on Corporate
Governance’s Interim Report:

“The fundamental reluctance of directors
to question management or committee ini-
tiatives has all too often undermined and
will continue to undermine so many
well-intentioned governance measures.
This reluctance exists whether the board
is chaired by a non-executive chair or by
the CEO with a lead director. This reluc-
tance is also likely to taint the frankness
and usefulness of assessments of the board
— effectiveness as a whole or of the effec-
tiveness of individual directors …”

The Role of the
Management Accountant

Within this context, a critical role emerges
that reflects the domain and defined territory
of management accounting to provide strate-
gic performance information that will allow
both management and an independent board
of directors to evaluate current management
strategies. This information is already present
in some organisations in the form of strategic
performance measurement systems, such as
the balanced scorecard, which requires that
management develop, articulate, communi-
cate and monitor its chosen strategies.

Furthermore, management accounting
knowledge of how different information
needs to be tailored for different decisions
and decision-makers could lead to more
useful and understandable reports for
boards and board committees. This implies
that management accountants need to have
a greater exposure to directors, so that
they can shape directors’ information sys-
tems. That information system should be
responsive to directors’ needs via mecha-
nisms, such as secure websites with rel-
evant and reliable corporate information in
a format easy for busy directors to utilise
in their monitoring and evaluating roles.

Management accountants and other stra-
tegic financial management professionals who
are directors of corporations also have an im-
portant role to play. They need to demand
from management the information and infor-
mation systems that will allow them to carry
out their roles effectively and efficiently. As
independent critical thinkers, management
accountants who are directors need to foster
a climate on the board that enables directors
to feel that it is not just acceptable but neces-
sary that they raise the tough questions about
management strategy and initiatives.

The key to corporate governance reform
does not lie in specifying controls that are
easily mimicked by those companies that pre-
fer form to substance. Although they may
well be necessary conditions, they alone are
not sufficient enough to promote effective

organisational control. The key to reform lies
in creating a climate among a well-educated
set of directors that is conducive to openness
and questioning of key management assump-
tions and proposals. This requires that direc-
tors serve only on a limited number of boards
so that they have the time to devote to board
and committee activities; they have or obtain
an in-depth understanding of the industry;
they are truly financially literate; they have a
substantial personal investment in the com-
pany; and they are known as independent
thinkers. Whether any blue-ribbon commis-
sion or regulator can effect this sort of
change is indeed an open question.

Anthony A. Atkinson is the Associate Director of
Research at the University of Waterloo’s School
of Accountancy. Steven Salterio is an Associate
Professor at the same school. This article ap-
peared in the CMA Canada published journal
CMA Management Magazine in February 2002.
IFAC’s Professional Accountants in Business
Committee (PABC) selected the article as the
winner of its Articles of Merit 2003 competition,
and Award Programme for distinguished contri-
bution to management accounting.
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T he term whistle-
blowing may  not ring
a bell to many read-
ers. However, the re-

cent spate of corporate failures in-
ternationally, has accorded some
emphasis on this minor but im-
perative activity of an internal
control system. Many know of
Enron’s collapse but few know of
Sheron Watkins, the person re-
sponsible for letting the “cat out
of the bag” on the malpractices
of this corporation that, ultimately
led to the investigation and down-
fall of the corporation. Sheron
Watkins was the whistleblower.
As was, Cynthia Cooper for
WorldCom, and Colleen Rowley
for malpractices in the FBI. Time
magazine termed “2002” as the
year of whistleblowers in view of
the contributions made by these
three individuals in exposing the
‘sinned practices’ of corporate
members in their respective
organisations.

Whistleblowing can be defined as an act
of disclosing wrongful misconduct of indi-
viduals or a group of individuals through the
designated channel in an organisation. Its
contribution towards preventive and detec-
tive controls of an organisation can be over-
whelming. A recent PwC (Pricewaterhouse-
Coopers) survey verified the positive contri-
bution of the whistleblowers in combating

misconduct in organisations. According to
the survey report, whistleblowers, auditors
and investigators were responsible for detect-
ing 86 per cent of all economic crimes. Out
of this 86 per cent, 50 per cent of all economic
crime detection comes from internal or ex-
ternal investigations and audits with the re-
maining 36 per cent of economic crime de-
tection from whistleblowers (SmartPros Ltd.,

2003). A summary of this survey
is in Table 1. Another survey of
more than 125 chief internal au-
ditors conducted by the Univer-
sity of Massachusetts and
Bentley College concluded that
76 per cent of employee
whistleblowing complaints were
found to be true (Figg, 2000). It
will be indifferent and naive if
there are no efforts at organ-
isational level to capitalise on the
significant contribution of
whistleblowing in the process of
improving the effectiveness of
an internal control system.
Hence, an internal auditor, as the
person responsible for an
organisation’s internal control
system, should be aware of its
contribution and take earnest
efforts to incorporate whistle-
blowing policies to complement
all other methods, procedures
and policies in order to enhance
the system.

This article aims to provide,
some definitions of whistleblowing, dis-
cusses issues within whistleblowing, the
need for whistleblowing policies, and some
relevant points to consider when develop-
ing whistleblowing policies.

Whistleblowing defined
The whistleblower phenomenon is not

something that evolved from the recent

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

Developing
Whistleblowing
Policies: An Aid to Internal Auditors

By Kalaithasan Kuppusamy & David Yong Gun Fie

Table 1

DETECTION OF ECONOMIC CRIME

Sources of Detection Percentage (%)

Investigation and Audits 50

Whistleblowers 36

Other sources 14

Total 100

Source: PwC Survey, SmartPros Ltd., 2003.



39October 2004 • ACCOUNTANTS TODAY

turn of events. Its existence might not be
easy to trace based on recorded history,
as it may go beyond, even to the aborigi-
nal days. Nevertheless, it has been around
for a long time now, only that it was known
under different names such as informers,
moles, corruption fighters, concerned em-
ployees, or conscientious objectors. Le-
gally, the term whistleblower is much pre-
ferred. In certain countries, like Australia,
there is the ‘Whistleblowers Act’ to protect
the rights of person(s) who “blow the
whistle” on the malpractices of other indi-
viduals.

In simple terms, whistleblowing refers to
the activity of disclosing wrongful conduct
of other individuals. Here are some defini-
tions on whistleblowers. Tom Devine, the
legal director of the Government Account-
ability Project in the US defined a whistle-
blower as “an employee who exercises free
speech rights to challenge institutional
abuses of power that betray the public
trust.” The University of California, in its
whistleblowing policy, stipulates that a
whistleblower is “someone who discloses
or tries to disclose information that may
show a violation of law, economic value, or
gross misconduct, gross incompetence or
gross inefficiency.” In a corporate context,
Jonathan Figg (2000) defined whistleblow-
ing as a “disclosure of information by an em-
ployee or contractor who alleges wilful mis-
conduct carried out by an individual or
group of individuals within an organisation.”
Near and Miceli (1988) defined whistle-
blowing as disclosure of “illegal, immoral,
or illegitimate practices to persons or
organisations that may be able to effect ac-
tion.” All these definitions ignore the need
for a channel of communication to disclose
the “whistleblowing information”. In our
opinion, the channel of communication
should be viewed as an essential ingredi-
ent in the activity of whistleblowing because
merely disclosing irrespective of any spe-
cific channel of communication may be
termed as rumour, gossip, telltale or grape-
vine. Thus, the channel of communication
should be included in its definition. There-
fore, we define whistleblowing as an activ-
ity of disclosing wrongful misconduct of an
individual or group of individuals through
a predetermined channel of communica-
tion.

� To remain silent

� To raise the concern through an inter-
nal procedure

� To raise the concern with an external
body, such as a regulator, or

� To make disclosure to the media.

In all the above options except the first,
the employee who discloses misconduct
will be subjected to unwarranted judgment
and ridicule. Unless the culture in the
organisation is one that allows employees
to speak up without fear, each of these op-
tions can have negative repercussions.
Thus, it is necessary to establish proper
procedures for employees to voice out their
knowledge of malpractices within the
organisation. In this way, a deterrent atmo-
sphere can be created for unscrupulous
employees who may assume an ‘anything
goes’ feeling in the conduct of their duties.
When developing procedures there are
certain issues that must be clearly de-
scribed. Referring to certain laws may as-
sist in clarifying these issues.

The issues within whistleblowing are as
follows: who qualifies as whistleblowers,
what constitutes protected disclosure, and
if there are proper channels, what are these
channels. The Public Interest Disclosure
Act 1999 (UK) used the concept of ‘worker’
to determine as to who qualifies as a
whistleblower. It covers all employees,
trainees, agency staf f, contractors,
homeworkers and also includes everyone
involved in National Health and Safety.
These are the individuals who will be pro-
tected when they ‘blow the whistle’. It does
not cover the genuinely self-employed, vol-
unteers, the intelligence service, the army
or the police. This Act does not confer pro-
tection on all disclosure. As for ‘Protected
Disclosure’, concerns should be raised on
past, present and future malpractices in re-
lation to:

� A criminal act.

� A failure to comply with legal duty.

� A miscarriage of justice.

� Danger to health and safety.

� Damage to the environment.

� Deliberate cover up of any of these.

On the issues of proper channel, the
Sarbanes-Oxley Act 2002 (US) specifies that
protection be granted when it is communi-

WHISTLEBLOWER

… “an employee who exercises

free speech rights to challenge

institutional abuses of power

that betray the public trust”.
Tom Devine, Legal Director, Government

Accountability Project

“… someone who discloses or

tries to disclose information

that may show a violation of

law, economic value, or gross

misconduct, gross incompetence

or gross inefficiency”.

The University of California

“disclosure of information by

an employee or contractor

who alleges wilful misconduct

carried out by an individual

or group of individuals within

an organisation”.

Jonathan Figg

“… illegal, immoral, or

illegitimate practices to persons

or organisations that may be

able to effect action” .

Near and Miceli (1988)

Issues in whistleblowing
In most places of employment, employ-

ees are the ones who will be the first to
stumble through the misconduct of other
employees. But, they may be reluctant to
expose these employees due to fear of re-
taliation or loss of friendships of col-
leagues. Employees in this predicament
have the following options:
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cated through an allowable channel. It enu-
merated these allowable channels as follows:

� Made direct to the employer or through
proper procedures authorised by the em-
ployer;

� Made in the course of obtaining legal
advice;

� Made to a government minister who has
appointed the worker’s employer; or

� Made to a person prescribed by a secre-
tary of state.

Thus, it must be reminded that not all
disclosure warrants protection. All prereq-
uisites must be complied before one can
initiate any legal protection. This con-
straint, in a way, restricts unnecessary or
malicious complaints, and on the other
hand, provides incentives to individuals
withholding ‘qualified disclosure’ to relieve
themselves of their ethical dilemma.

The need for whistleblowing policies
Corporate governance has been high-

lighted as crucial in every organisation to
reinforce the confidence of investors. One
of the fundamental components of corpo-
rate governance is a sound internal con-
trol system with the ability to detect mal-
practices and fraudulent activities. As iden-
tified in the PwC survey described earlier,
empirical analysis
substantiates the
positive impact of
whistleblowing in
fighting economic
crime. It has also
been found that a
major portion of
whistleblowing in-
formation is true.
To further accentuate its impact, a well-de-
signed and developed whistleblowing
programme in an organisation will certainly
assure employees when they come forward
to disclose wrongful misconduct taking
place in the organisation. More employees
can be expected to do so when the policies
are clear and formal. Implicitly, it will also
underline a higher expectation of ethical
behaviour, and this ethical ambience ema-
nating within the organisation can be a use-
ful indicator for good governance.

All companies do not want to experience
a calamitous fate as in Enron and

WorldCom. Even a slight hint of scandal
may ignite the fuel for the rumourmongers
to spread all kinds of negative remarks to
tarnish the reputation of the organisation.
To a certain extent, the rumours can be
avoided if there is a proper internal chan-
nel to divulge information on malpractices
of employees, thus, creating avenues for
saving the company from the acrimony of
the investing public, or the possibility of
leaving an ‘indelible stain’ in the record of
the company, or the intrusion of investigat-
ing authorities. Undoubtedly, whistle-
blowing policies can help to reduce detest-
able situations like these. According to the
Institute of Internal Auditor’s (IIA) Position
Paper on whistleblowing, “for organ-
isations with internal audit functions that
adhere to the standards and ethics of the
IIA and that are headed by an audit direc-
tor with full access to an audit committee,
there should be no need to report in an
unauthorised manner to anyone outside
the organisation.” Nevertheless, there can
be exceptions. In situations where the in-
ternal auditors are in dilemma, they might
be compelled to resort to external avenues.
In suppor t of internal channels for
whistleblowing, Richard Girgenti, Partner
in the Forensic and Litigation Services
Practice for KPMG, iterated that “an effec-

tive corporate
compliance pro-
gram is the best
means of discour-
aging whistle-
blowers from
seeking outside
remedies.”

Therefore, the
onus is upon in-

ternal auditors to reflect on the ethical code
of conduct of the organisations and develop
whistleblowing policies that can elevate the
organisation to a higher level of ethical con-
sciousness, and propagate efficient and ef-
fective internal control systems.

Developing whistleblowing policies
In large organisations, a special position

can be established for the sole purpose of
developing whistleblowing policies and to
cater for complaints. The internal auditor
is however deemed to be most suited for
this task as he is ideally equipped to inves-

tigate allegations inconspicuously within the
organisation. Internal auditors have the abil-
ity and resources to determine the most ef-
fective way to check whether the complaints
are correct without causing undue damage
or disruption to other employees in the
organisation. In small to medium-sized
organisations, the whole process of
whistleblowing, i.e. from receiving the com-
plaints to the completion of investigation,
may squarely fall onto the shoulders of the
internal auditor. Hence, a cordial working
relationship with staff, supported by a well-
developed whistleblowing programme will
assist internal auditors in stimulating an
environment of employee consciousness of
organisational ethics and corporate compli-
ance. Hopefully, these efforts will enhance
the level of corporate governance prevalent
in the organisation.

Initially, the process of developing a good
whistleblowing policy should commence
with the task of identifying the objectives of
the whole programme. There can be many
objectives aligned to the organisation’s type,
culture and its expectation on the level of
ethical awareness. Some of these objectives
can be summarised as:

� To foster a cooperative culture that en-
courages staff to report misconduct in-
ternally and allow the report to be thor-
oughly investigated.

� To have staf f contribute towards the
steadfast adherence of the organisation’s
code of conduct.

� To help raise the level of awareness of
the organisation’s code of conduct and
initiate consistent reviews of the code.

� To cascade the ethically focused core
values from the chairman all the way
down the hierarchy of the organisation.

Though the summarised objectives may
reflect the general aim of a whistleblow-
ing program, organisations may seek to
achieve their own specific agendas with
respect to this programme. For instance,
organisations may specifically emphasise
in their objectives to employees, the ben-
efits of coming forward to report on fraud,
mismanagement or malpractice.

Subsequently, a good whistleblowing
policy should have the definitions of the
key terms commonly used in the policy,
such as whistleblower, protected disclo-

“an effective corporate compliance

program is the best means of

discouraging whistleblowers from

seeking outside remedies.”

Richard Girgenti, Partner in the Forensic and
Litigation Services Practice for KPMG
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sure, wrongful act, or any other relevant
terms. The terminology of key terms may
vary between firms.

The main part of a whistleblowing policy
should revolve around matters with regard
to procedures for reporting, procedures for
investigating, and roles, rights and respon-
sibilities of all people involved in the pro-
cess. In addition, it should also have a sec-
tion on the protection that will be accorded
to the whistleblowers. These issues are
explained here in greater detail.

Procedures for reporting
These procedures must clearly identify

the person who qualifies to make the re-
port of allegation of improper conduct.
They can be from within or outside the
organisation. Those within the organ-
isation will have an internal source to chan-
nel their complaints, whereas, external
complainants can either report to internal
officers-in-charge or resort to external av-
enues stipulated in the procedures. The
person can always choose to remain anony-
mous. Advisably, reports should be made
in writing. This does not mean that oral
submissions are to be rejected. In all equal-
ity, it should also be given earnest consid-
eration. Complainants should be encour-
aged to present their reports to their im-
mediate supervisor, unless, in the interest
of confidentiality, the matter may be di-
rected to the internal officer-in-charge.

Procedures for investigation
This part of the policy will describe who

will be mainly responsible for the investi-
gation of such complaints. In most cases,
as it has been repetitively mentioned, it will
be the internal auditor. However, it doesn’t
mean that other employees need not be
involved. In some organisations, it might
be structured in such a way that each func-
tional unit has their own investigation
group. These members might participate
in the process of investigation. An investi-
gation workgroup can be formed and
chaired by the chief internal auditor. In this
kind of modus operandi, the role and re-
sponsibilities of the investigation
workgroup should be objectively defined.
Investigative activities should be carried
out in accordance with the appropriate
rules and laws that are applicable to the

organisation. All employees must be in-
formed that they have a duty to cooperate
with investigation initiated under this
policy. Employees who are being investi-
gated can be placed under administrative
or investigative leave, if the organisation
discerns that it would be in the best inter-
est of the employee. Detail documentation
should be maintained at all phases of the
investigation.

Role, rights and responsibilities
This section highlights what is expected

from the whistleblowers, investigation
participants, subjects and the investigators.
Whistleblowers should be alerted about the
validity of a disclosure, be advised to avoid
investigating on their own accord, be candid
when making the report, and be informed
about their rights for protection. As for the
investigation participants, they have a duty
to fully cooperate during the investigation
process and should refrain from discussing
or disclosing information to anyone not
related to the investigation. They can
request for anonymity, and should be well
informed about the protection for retaliation
from superiors. As regards to investigation
subjects, they have to be informed about the
formal investigation at the very beginning.
They should fully cooperate by providing
any necessary input to the investigation.
The subjects should also be granted the
right to seek any legal representation. Since
the subject will be the most af fected
individual, it is extremely important that his
role, rights and responsibilities are clearly
spelt out in order to avoid any litigation that
may be detrimental to the organisation.
Lastly, investigators must perform their task
with proper authorisation, competency, in-
dependence and unbiasness. They should
exhibit a duty of fairness, objectivity, thor-
oughness, ethical behaviour, and also ob-
serve legal and professional standards.
Investigators can only initiate formal
investigation after preliminar y con-
siderations.

Protection for whistleblowers
Employees should be made aware of the

protection available for whistleblowing.
They must be informed about the circum-
stances where they will be eligible for pro-
tection. The procedures for filing a retalia-

tion complaint, how a complaint will be in-
vestigated, the basis for decision and cor-
rective actions, and procedures for appeal
are some of the information that should be
presented under this section. These are
vital issues that employees should have
complete knowledge of, so that they will
feel assured and comfortable to “blow the
whistle”.

Apart from what has been discussed, the
whistleblowing programme, should not ne-
glect the task of preparing staff to under-
stand and accept these policies, it should
also review and revise the company’s code
of conduct to synchronise itself with the
ethical values and expectations of top man-
agement, and should identify suitable
methods to monitor compliance matters.

Conclusion
It is not compulsory for organisations to

develop whistleblowing policies as part of
their internal control systems. But its ben-
efits are numerous, especially in curbing
fraudulent activities that may gradually
stifle the growth of the organisation. So, it
is in the best interest of an organisation if
formal whistleblowing policies are devel-
oped and implemented. In this way, em-
ployees can be encouraged to disclose
malpractices of other employees as the
rules are clear on the type of disclosure,
the degree of protection, the communica-
tion channel for disclosure and the proce-
dures for investigation. As a result, a more
ethical-conscious environment can be es-
tablished where employees self-esteem
and compliance level will be enviable.

References
Colvin, Geoffrey, (2002), “Wonder Women of
Whistleblowing: Is it significant that the promi-
nent heroes to emerge from the two great busi-
ness scandals of recent years were women?”
Fortune Magazine, Whistleblowers Australia.
Dehn, Guy, (1996), An Analysis of the Laws and
Practices in Europe which Affect Attitudes To-
wards Whistleblowing, Fraud and the European
Union, Public Concern at Work.
Devine, Tom (ed), (2001), Checklist for Effective
Whistleblower Protection Laws, Government
Accountability Project.

Kalaithasan Kuppusamy is an academic from the
Monash University Malaysia and David Yong
Gun Fie is currently attached to the Multime-
dia University Malaysia. For further informa-
tion, please contact kalaithasan.kuppusamy@
buseco.monash.edu.my

AT



42 ACCOUNTANTS TODAY • October 2004

Integrating Southeast
Asia’s Economies

F I N A N C E  &  A C C O U N T I N G  investment

By Saravanan Ramasamy

Portfolio capital inflows are buoy-
ant, currency and stock markets
are generally calm and regional
growth is gathering momen-

tum. Does this mean that the Association
of Southeast Asian Nations (Asean)
should have no compulsion to act ur-
gently towards financial and economic in-
tegration? Despite the region’s
brightening economic pros-
pects, Asean is seen to be
only taking baby steps to-
wards financial and eco-
nomic integration.
While it may be true
that “the journey of a
thousand miles starts
with a single step”, it
is essential  for
Asean to realise
that it is not suf fi-
cient to only take
baby steps when it
should be, at this
stage of existence,
making a quantum leap
towards achieving finan-
cial and economic integra-
tion. Though capital inflows
may be on the rise lately, a re-
cent report by McKinsey & Co says
that the region has slipped dramatically
in the wake of the Asian financial crisis
that began in 1997, causing foreign direct
investment to shrink by two-thirds from
the pre-crisis level. Thus, increasingly
Asean is being out-matched by the eco-
nomic pulling power of China’s huge
booming market. The question then is
can Asean make progress fast enough to-
wards the much-needed financial and
economic integration?

Is Asean at the Crossroads?
The underlying weakness of Asean from

its inception in 1967 was its heterogeneous
membership. While Singapore espoused
export-oriented free trade policies, the
other members chose import-substituting
industrialisation. Asean is geographically

ture is dominant in Laos, Myanmar, Viet-
nam, the Philippines, and Indonesia, but
negligible in oil-rich Brunei and service-
oriented Singapore.

From its inception in 1967 under the
Bangkok Declaration, Asean has largely
been a political organisation established es-
sentially to contain the rise of communism

in Southeast Asia. It has undoubtedly
been successful in containing intra-

Asean conflict and in providing a
forum for the discussion of re-

gional matters, including
disputes over territorial

claims in the South China
Sea, but as a political
force it has exer ted
little influence on the
world stage given its
heterogeneous char-
acter and the decline

of the communist
threat. The Asian finan-

cial crisis has fur ther
eroded the political con-

sensus within Asean and
Singapore, in particular, has

tended to look to its own geo-
political interests, which increas-

ingly lie outside Asean. One ex-
ample is its determination to pursue bi-

lateral preferential trading arrangements
with countries outside the region, such as
the US, even if this upsets the other Asean
members and weakens the solidarity of
Asean as a trading bloc. It is widely ac-
cepted that apart from providing some
common policies on food, energy and tour-
ism, Asean has achieved little in terms of
tangible economic benefits for its members
in the first two decades of its existence.
Also much of the gains would probably

quite disparate, with Indonesia, Philippines
and East Malaysia detached from continen-
tal Southeast Asia, with each providing sig-
nificant differences in basic economic in-
dicators. The richer members in terms of
income per capita are Singapore, Brunei
and Malaysia, followed by Thailand, the
Philippines, and Indonesia and finally the
third tier members. Indonesia is a vast
country while Singapore is small. Agricul-
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have not been achieved without coordi-
nated initiatives through Asean from uni-
lateral trade liberalisation (after the mid-
1980s) driven by private enterprise, inward
foreign direct investment, and the mutual
benefits from each country having ‘grow-
ing neighbours’. Asean is deemed to be an
‘enigma’ in Asia by virtue of its longevity
as a developing country trading block, but
‘perpetually at the crossroads’ in the sense
that it fails to deliver and periodically some-
thing always needs to be done to revitalise
the integration process, especially with the
help of non-Asean countries.

The Search for Integration
In September 1997, Japan proposed an

Asian Monetary Fund (AMF) to pool re-
gional funds for quick disbursement in an
emergency. However, the Japanese proposal
was met with strong resistance from both
Washington and the International Monetary
Fund (IMF). As a result, the idea of an AMF
was lost, but in what subsequently became
known as the “Chiang Mai Initiative”, the
ASEAN + 3 (China, Japan and Korea)
agreed in principle to establish a pool of
hard currency to be used in times of crisis
and to explore the possibility of setting up
surveillance machinery to anticipate future
crisis. This initiative culminated in May 2001
at the Asian Development Bank (ADB)
meeting in Honolulu, which dropped the
idea of a pool of hard currencies but ex-
panded the existing Asean repos and swap
arrangements to ASEAN + 3. However, the
currency swaps arrangements have re-
mained undrawn so far and some parties
are questioning their usefulness. This defi-
nitely warrants the urgent need to review
how well the USD35 billion network of cur-
rency swaps under the Chiang Mai initia-
tive is working.

The idea that East Asian countries would
commit themselves to a common exchange
rate mechanism that will eventually lead
to the European-Union style of full mon-
etary integration union in the foreseeable
future is absurd. But the prospects also
looked quite bleak for European monetary
union (EMU) at the height of the currency
crisis in September 1992 when the ex-
change rate mechanism of the European
monetary system (EMS) appeared to be
falling apart under the strain of currency

speculation and many of the citizens of
prospective EMU countries were having
second political thoughts on voting
favourably in the referendums which
were mandatory under the Maastricht
Treaty to ratify the transition to full mon-
etary union on 1st
Januar y 1999. “A
European Union-
style economic in-
tegration will not
happen in Asean
within the next 10
to 20 years owing to
the reluctance of
governments in the
region to give up
control over their
national finances”,
said Malaysia’s In-
ternational Trade
and Industry Min-
ister Dato’ Seri Rafidah Aziz during the
inaugural meeting in Kuala Lumpur of
the East Asian Business Council (EABC)
recently. Currently, there is an ongoing
project at Kobe University in Japan’s
APEC Study Centre to facilitate inter-re-
gional cooperation and research and
study activities on topics of mutual inter-
est, such as regional and monetary co-
operation, exchange rate regimes and
public debt management.

The Asean economic integration re-
ceived a great boost with the establish-
ment of an Asian Bond Fund (ABF) in
June 2003, which was also launched by
ASEAN+3. The ABF is seen as an alter-
native strategy for avoiding future finan-
cial crisis by ensuring that Asia collects
more of its own savings and channels
these into local investments instead of
borrowing from outside the region. Bond
financing is always considered to be rela-
tively more stable than bank financing
since the former is primarily more illiq-
uid. Such diversification is essential for
Asian economies, which predominantly
rely on bank financing. However, the
ABF, in the current form, has got a ma-
jor limitation since it deals with regional
bonds in US dollar denominations. In this
vein, industry experts argue that it would
be more relevant for ABF to invest in re-
gional bonds issued in domestic curren-

 “A European Union-style

economic integration will not

happen in Asean within the

next 10 to 20 years owing to

the reluctance of governments

in the region to give up control

over their national finances”

 Datuk Seri Rafidah Aziz, Malaysia’s
International Trade and Industry Minister

cies. This however requires Asian coun-
tries to develop harmonised standards
and practices to integrate the current
fragmented national bond markets in the
region. In this regard, the components
that are relevant to the comprehensive

approach of the
Asian bond market
development and
Asian bond issu-
ance, under a re-
gional cooperative
framework needs
to be reviewed, en-
hanced and devel-
oped, where neces-
sar y. These in-
clude the creation
of ef ficient clear-
ing and settlement
systems, establish-
ment of bond rat-

ing agencies and development of a sec-
ondary bond market and a repurchasing
market.

The Way Forward
No doubt the search for integration

amongst Asean countries is both tedious
and challenging, the potential gain in set-
ting the whole of East Asia on a course to-
wards much closer economic, monetary
and even political cooperation is over-
whelming. It is sincerely hoped that Asean
leaders will not be making mere sweeping
‘motherhood’ statements which may sound
nice but mean very little in practical terms.
What is actually needed is for the leaders
to provide the much-needed impetus for
Asean to make a quantum leap towards
achieving the long awaited economic inte-
gration. Asean has come a long way since
the beginning, but both the group and the
world have undergone dramatic changes
over this period. These changes have in-
deed presented new challenges and de-
mands. Closer and deeper integration of
the ten Asean economies will play a cru-
cial role in rebuilding the group’s competi-
tiveness and pave the way for higher
growth and wealth creation.

Saravanan Ramasamy has recently graduated
with a Masters in Social Sciences (Economics)
from the National University of Singapore. He
can be reached at sr_vanan@yahoo.co.uk.
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Tax Treatment
for Research & Development
A Comparative Study Among Countries

By Adam M. Farouk, John S. Murugesu & Ummu K. Farouk

T A X  &  A C C O U N T I N G   R&D

This is Part Two of a two-part series. Part One was

published in the September 2004 issue of Accountants Today.

1

2

Methodology
In order to answer the two-pronged re-

search question, the accounting and tax
treatments in Malaysia for research and
development were compared and con-
trasted with the treatments in the US, the
UK and New Zealand (Please refer to Fig-
ure 3). The said countries were selected
due to their leadership role in terms of ac-
counting and tax treatments.
In addition, they are front-
runners in research and de-
velopment efforts.

The process of comparing
and contrasting the account-
ing and tax treatment in
Malaysia with that practiced
in the above said countries
was done to answer the fol-
lowing questions:

Are there differences in the account-
ing and tax treatment for research and
development expenditure across the
four countries? and

Which of the dif ferences can be
adopted locally in the course of simpli-
fication and rationalisation?

It also enabled us to assess which of the
four countries provided the most
favourable accounting and income tax
treatment for research and development
investments. Thereafter, we examined the
research and development expenditure to

gross domestic product ratios of the four
countries. The combined results from the
described steps enabled us to test the
hypothesised relationship and provide an
answer to the ‘big picture’ question — “Are
there factors other than accounting treat-
ment and tax incentives at work in deter-
mining a nation’s level of research and de-
velopment spending?”

advocate that development expenditure too
must be written off through the profit and
loss account as it is incurred, unless it
meets several capitalisation conditions.
Thereupon when recovery of the develop-
ment expenditure is reasonably assured,
the standards either permit as in the case
of the UK and New Zealand or mandate as
in the case of Malaysia that the expendi-

ture be deferred and thereafter
amortised in future years. This
approach has been suggested to
improve financial reporting by
making summar y accounting
measures such as earnings and
net assets more comparable
across research and development
intensive and non research and
development intensive firms and
therefore more useful to inves-
tors. However, this is subject to

the availability of substantial managerial
discretion (Chambers, Jennings, & Th-
ompson II, 2001). Notwithstanding the
above, some of the standards add value by
providing greater clarity to key definitions
and the advocated accounting treatment,
details which are provided herewith.

Contrary to the other three countries, in
the US, the accounting treatment is that
research and development costs must be
strictly expensed off as and when incurred.
This approach was instituted in part to en-
sure conservative accounting for expendi-

STEP 1 STEP 2 STEP 3

Compare with

research and

development

intensity ranking

Compare and

contrast in terms

of accounting 

treatments and

tax incentives

Rank countries

in terms 

of their 

attractiveness

METHODOLOGYFigure 3

Findings
Review of Accounting Standard

The accounting standards of Malaysia,
the UK and New Zealand are in harmony
as to the underlying principles for creat-
ing and managing the value of assets born
from research and development efforts.
They propagate that research expenditure
(except for capital expenditure on fixed as-
sets to provide facilities for research) has
to be written off as and when incurred,
through the profit and loss account. As for
development expenditure, the standards
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tures thought to be associated with highly
uncertain future benefits, and in part to
eliminate a significant source of manage-
rial discretion over reported accounting
numbers. It is well supported by the indus-
tries concerned for two reasons:

future earnings look better, and

it reflects the strong American urgency
to link results for a pe-
riod with the pertinent
activity levels.

The strength of industry
suppor t for the said ac-
counting treatment was
overwhelming to a level that
three years ago the
country’s accounting stan-
dard setting body was
forced to withdraw a pro-
posal that purchased re-
search and development be
treated as an asset and
thereafter amortised over
its useful life.

A detail elaboration of the
contents of all four stan-
dards examined is provided
below.

Definition of R&D
expenditure

Both Malaysia’s and New
Zealand’s accounting stan-
dard for research and devel-
opment expenditure utilise
the same definitions for the
terms ‘research’ and ‘devel-
opment’. ‘Research’ is de-
fined as being original and
planned investigations un-
dertaken with the prospect
of gaining new scientific or
technical knowledge and
understanding. ‘Development’ on the other
hand is defined as the application of re-
search findings or other knowledge into a
plan or design for the production of new
or substantially improved materials, de-
vices, products, processes, systems or ser-
vices prior to the commencement of com-
mercial production or use. Herewith, the
pertinent accounting standards of the UK
and the US go a step further. The former
distinguishes between pure research and

applied research as follows: ‘pure research’
is original investigation undertaken in or-
der to gain new scientific or technical
knowledge and understanding and is not
primarily directed towards any specific aim
or application; while ‘applied research’ is
original investigation undertaken in order
to gain new scientific or technical knowl-
edge, and directed towards a specific prac-

tical aim or objective (Stein, 1999). As for
the US accounting standard, it distin-
guishes between internal and purchased
research and development expenditure.

Moving on, all the standards specify that
research and development costs include
among else:

 salaries, wages and other employment
related costs of personnel engaged in
research and development activities;

costs of materials and services con-

sumed in research and development ac-
tivities;

depreciation of property, plant and
equipment to the extent that these as-
sets are used for research and devel-
opment activities;

a reasonable allocation of overhead
costs attributable to research and de-

velopment activities;

other costs, such as am-
ortisation of patents and li-
censes, to the extent that
these assets are used for re-
search and development
activities; and

costs incurred for the
enterprise by other entities
on research and develop-
ment activities and charged
to the enterprise.

In specifying the compo-
nents of research and devel-
opment costs, they (stan-
dards) also strategically ex-
clude costs to maintain pro-
duction or to promote sales
of existing products from
the costs of research and de-
velopment.

Principles for creating a
‘research and develop-
ment asset’

Review of the accounting
standards on research and
development in all four coun-
tries indicates significant in-
ternational harmonisation.
The sole outliner is the
American accounting stan-
dard.

The accounting rules of
all the reviewed countries

require that research expenditure be
treated as period expense and charged to
income in the period incurred. However,
when it comes to accounting for develop-
ment costs, differences exist between the
countries. Malaysia, the UK and New
Zealand either permit or mandate as in the
case of Malaysia’s accounting standard
(Tan, 2000) the deferral and subsequent
amortisation of development costs wherein
the relationship between the expenditure
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“Many products or processes in the past have failed to progress

from the development phase to the commercial production stage

because they were not commercially viable.”

and the amount of future benefits is cer-
tain and can be reliably established. The
accounting rules in the US however re-
quire that development costs be treated as
an expense in the period incurred.

In applying the capitalisation and amor-
tisation option, the relevant standards of
Malaysia, the UK and New Zealand uni-
formly state that development costs once
written off should not be reinstated even
though the uncertainties, which had led to
their write-off no longer exist. They also
require realisation of the following condi-
tions to signify that the relationship be-
tween research and development expendi-
ture and future benefits from the research
and development efforts is certain and can
be reliably established:

clearly defined project;

related expenditure is separately iden-
tifiable;

adequate resources exist, or their avail-
ability can be demonstrated, to com-
plete the project and market or use the
product or process; and

outcome of such a project has been as-
sessed with reasonable certainty.

Noteworthy to mention here, is that in
examining condition (4) above, the Malay-
sian accounting standard has pencilled
down the following three criteria:

technical feasibility of the product and
process can be demonstrated;

enterprise intends to produce and mar-
ket, or use, the product or process; and

existence of a market for the product
or process or, if it is to be used inter-
nally rather than sold, its usefulness to
the enterprise, can be demonstrated.

Similarly, the British accounting stan-
dard has incorporated technical and com-
mercial viability as proxies for certainty of
project outcome. In respect to the latter,
the standard requires that related future
revenues or benefits from the development
efforts must exceed the aggregate of cur-
rent and future research and development
costs to be incurred on the project and
expected production, selling and adminis-
tration costs, before development expen-
diture can be capitalised. This additional
criterion is certainly a point to be noted,
as commercial viability is the key in dem-

onstrating that recovery of deferred devel-
opment expenditure is reasonably assured.
Many products or processes in the past
have failed to progress from the develop-
ment phase to the commercial production
stage because they were not commercially
viable.

Managing the value of a
‘research and development asset’

In managing the value of the created as-
set, the accounting standards of Malaysia,
the UK and New Zealand collectively re-
quire that:

research and development costs de-
ferred should be allocated on a system-
atic basis to future accounting periods
by reference either to the sale or use
of the product or process or to the time
period over which the product or pro-
cess is expected to be sold or used; and

deferred development costs of a project
should be reviewed at the end of each
accounting period to ascertain the re-
coverability of the unamortised amount
as well as determine whether the crite-
ria of deferral continues to be appli-
cable.

In addition, they require that wherein
any one or more of the criteria, which pre-
viously justified the deferral no longer ap-
plies, the unamortised balance should be
charged as an expense immediately. Simi-
larly, when the criteria for deferral contin-
ues to be met but the amount of
unamortised balance of the deferred re-
search and development costs and other
relevant costs exceeds expected future rev-
enues or benefits related thereto, such
expenses should be charged as an expense
immediately.

Surprisingly, most of the standards re-
viewed are silent on the write back of im-
pairment loss recognised as an expense.
The only exception is the Malaysian ac-
counting standard. It requires that the
amount of development cost written-down

or written off for impairment should be
written back when the circumstances,
which led to the write-down or write-off,
cease to exist and there is persuasive evi-
dence that the new circumstances or
events will persist for the foreseeable fu-
ture.

Review of Tax Treatment
All the four countries provide tax and

non-tax incentives to encourage research
and development activities within their
borders with specific incentives within
these general categories taking many dif-

ferent forms. After taking account of both
federal and provincial (if any) incentives,
Malaysia has the most favourable income
tax treatment for research and develop-
ment investments of the countries com-
pared. She offers double deductions for
specified research and development expen-
diture on revenue account, contributions
or payments for the services of approved
research institutes or companies. Qualify-
ing capital expenditure in turn are granted
allowances (capital and investment tax al-
lowance) totalling a hundred and fifty per
cent of qualifying expenditure (Budget
Commentary and Tax Information, 2003).
The US, which provides income tax cred-
its, 100 per cent deduction for current ex-
penditure and accelerated capital allow-
ances for capital expenditure, is the sec-
ond most attractive, with a tax subsidy rate
of 0.12 per cent (Mintz, 1997). Finally, New
Zealand and the UK are equally attractive
at number three, as in both countries cur-
rent (revenue natured) and capital expen-
diture is 100 per cent deductible from in-
come when incurred.

Malaysia
The tax incentives offered by Malaysia

cover two distinct groups. The first group
being “providers of research and develop-
ment services” constitutes contract re-
search and development companies and
research and development companies.
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1

Contract research and development com-
panies qualify for a five year tax holiday or
investment tax allowance equivalent to a
100 per cent of qualifying capital expendi-
ture incurred within 10 years from approval
date, but which is restricted to 70 per cent
of statutory income for each year of assess-
ment (Choong, 2001). As for research and
development companies, they are eligible
for only investment tax allowance.

The second group constitutes manufac-
turing businesses, which undertake re-
search and development in-house for their
own use. In their case, capital natured re-
search and development expenditure,
qualifies for a 150 per cent deduction,
which is made up of the following:

tax exemption of up to 70 per cent of
statutory income for each year of as-
sessment from investment tax allow-
ance computed at 50 per cent of quali-
fying research capital expenditure in-
curred within 10 years from the date
from which approval is to take effect;

industrial building allowance for build-
ings used for approved research and
development; and

capital allowances on capital expendi-
ture incurred in the provision of plant
& machinery used for research and de-
velopment.

Research and development expenditure
in the revenue account, in turn qualify for
a deduction of 200 per cent provided they
take the form of any one of the following
expenses:

expenditure incurred on direct re-
search, which is approved by the Min-
istry of Finance;

contributions or payments for the ser-
vices of approved research institutes or
companies; and

cash contributions made to research in-
stitutions.

In addition to the aforesaid tax benefits,

the second group also qualifies for import
duty, sales tax and excise duty exemption
upon machinery, equipment, materials,
raw materials, component par ts and
samples used for research and develop-
ment purposes.

The UK
Presently, there is a special relief for re-

search and development termed ‘scientific
research allowance’. It provides 100 per
cent relief for revenue and capital expen-
diture on scientific research and develop-
ment — as the relevant clause reads, “all
expenditure incurred for the prosecution of
or the provision of facilities for the prosecu-
tion of scientific research”. There is no ter-
ritorial limit for the scheme and there is
no requirement that the research and de-
velopment must be carried on for the ben-
efit of the claimant, though it is necessi-
tated that the claimant must be carrying
on a trade.

In addition to existing special relief, there
is a proposal to extend a ‘tax credit’ equal to
50 per cent of the qualified spending on re-
search and development, to small and me-
dium-sized companies spending more than
50,000 pounds a year on research and de-
velopment (Research and development:
New tax incentives for small and medium-
sized companies, 1999). The credit would

65 per cent of fees if research and de-
velopment is outsourced, while small
and medium-sized companies are com-
panies satisfying any two of the follow-
ing conditions for the current or pre-
ceding year: turnover not more than
11.2 million pounds; assets not more
than 5.6 million pounds; and not more
than 250 employees.

The tax credit will be restricted to re-
search and development performed in the
UK only and the person who incurs the
expenditure must be entitled to all rights
attached to the results from research and
development. Also, the scheme permits
companies not in a taxable position to sur-
render the lower of 150 per cent of the
qualifying research and development ex-
penditure and the unrelieved trading loss
for that accounting period, for which they
would receive 80 per cent of the nominal
tax value of the value surrendered (which
equates to a tax savings of 36 per cent of
the surrendered value at a tax rate of 30
per cent).

New Zealand
There are three sets of provisions in the

country’s Income Tax Act 1994, which per-
mit the deduction of research and devel-
opment expenditure (Cullen, 2000) — the
general deductibility provisions, the spe-
cific deduction allowed for scientific re-
search expenditure and the depreciation
rules. Grants, which are considered as
being better, safer and fairer, are also avail-
able together with Government purchase
of research and development directly from
Crown Research Institutes and universities
to fuel research and development efforts.

The general deductibility provision al-
lows a taxpayer a deduction for expendi-
ture if the expenditure is incurred in the
income earning process and is not “of a
capital nature”. Deduction is granted when
the expenditure is incurred unless the pur-
chased goods are not used and services
are not performed in the year in which the
expenditure is incurred. Herewith the de-
duction is deferred until the goods are used
and services are performed.

Expenditure that is not deductible under
the general deductibility provisions are
however deductible under “specific deduc-
tion allowed for scientific research” if in-

“Malaysia … manufacturing businesses, which undertake re-

search and development in-house for their own use. In their case,

capital natured research and development expenditure, qualifies

for a 150 per cent deduction”
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be given as a deduction in arriving at the
trading profits. This proposal would take the
total relief on current spending to 150 per
cent of cost, which equates to a total sav-
ings in tax (at a tax rate of 30 per cent) of 45
per cent of the cost of the qualifying re-
search and development.

Qualifying spending on research and
development is either:

the aggregate of direct staff costs of
people directly involved in research
and development activity and the cost
of consumable stores used for research
and development purposes; or
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curred by a taxpayer in connection with
scientific research carried out for purposes
of earning income. This precludes expen-
diture on depreciable assets used in the
research and development process (such
as plant and buildings), which do not
qualify for an immediate deduction. These
inputs into the research and development
process are depreciated in the same way
as other capital assets of a business.

Finally, capital research and develop-
ment expenditure, which is not deduct-
ible under the “specific provision for sci-
entific research” is deductible over time
if it results in a depreciable asset that is
used or available for use
in the income earning
process. However, i f
such expenditure does
not give rise to a depre-
ciable asset, the expen-
diture may not be de-
ductible at all (This is
called “black hole” ex-
penditure).

The US
Broadly speaking, rev-

enue natured research and development ex-
penditure is either 100 per cent deductible
against income as and when incurred or over
a period of not less than 60 months on a
straight-line basis (Hall, 2001). Taxpayers are
required to make an election between these
two methods in the first taxable year of re-
search (Hall, 2001). Capital natured research
and development expenditure in turn qualify
for allowances under a modified accelerated
cost-recovery system.

The business deduction for research and
experimentation expenditures must be re-
duced by the amount of research credit
while capitalised expenses must also be
reduced by the amount of the research
credit that exceeds the amount otherwise
allowable as a deduction for such expenses.

The research credit can take the form of
either an ordinary research and experimen-
tation tax credit or an incremental credit.
Both may be carried forward 20 years and
carried back two years. The former shall be
an amount equal to the sum of:

20 per cent of the excess (if any) of the
qualified research expenses for the cur-
rent tax year over the amount base and

20 per cent of the amount of basic re-
search payments made to a qualified
organisation.

The base amount which cannot be less
than 50 per cent of qualified research ex-
penses for the credit year is the product of
the taxpayers’ fixed-based percentage and
the average annual gross receipts for the
four tax years preceding the credit period,
with fixed-based percentage which cannot
exceed 16 per cent being the ratio of the
aggregate qualified research expenses to
the aggregate gross receipts for the year
1984 to 1988 tax years. As for the incre-
mental credit (which was designed to com-

pensate firms with high fixed-base percent-
ages in 1984 to 1989 relative to current re-
search and development spending inten-
sity) it is equal to the sum of an increasing
percentage of the amount of qualified re-
search expenses in excess of a percentage
of the base amount, divided into three tiers:

the base amount is the average gross
receipts for the last four years;

tier one amount is equal to 2.65 per cent
of qualified research expenditure in ex-
cess of one per cent of the base amount
but not more than 1.5 per cent of the
base amount;

tier two amount is equal to 3.2 per cent
of qualified research expenditure in ex-
cess of 1.5 per cent of the base amount
but not in excess of two per cent of the
base amount; and

tier three amount is equal to 3.75 per cent
of qualified research expenditures in ex-
cess of two per cent of the base amount.

An annual irrecoverable election is avail-
able to claim a reduced research credit and
thereby avoid reducing the research ex-
penses deduction (or capital expenditures).

Under the election, the research credit must
be reduced by the product of the research
credit computed in the regular manner and
the maximum corporate tax rate.

The accounting standards of Malaysia,
the UK, and New Zealand all either man-
date or permit development expenditure to
be ‘spread over’ the period of benefit rather
than adversely affecting profits in the year
that the expenditure is incurred. Thus, the
said countries are equivocally more
favourable than the US, which requires that
research and development expenditure be
expensed-off immediately in the period in-
curred hence reducing profits. Moving on

to the impact of tax in-
centives on research
and development, Ma-
laysia provides the most
favourable treatment for
research and develop-
ment investments, fol-
lowed by the US and
then jointly by the UK
and New Zealand.

While the results of in-
ternational comparisons
indicate that among the

countries reviewed Malaysia provides the
most favourable accounting and income tax
treatment for research and development in-
centives, Malaysia still lags behind the other
countries in terms of its relative spending on
research and development expressed as a
percentage of research and development ex-
penditure to gross domestic product (as
shown in Chart 1) — a fact that indicates that
factors other than tax incentives are at work
in determining a nation’s level of research
and development spending. These factors
such as financing, liquidity, gearing, profit-
ability, endowment and location, barriers of
entry, type of firm, market competition and
foreign direct investment have been dis-
cussed in detail under literature review.

Discussion
Among the countries visited, the account-

ing and tax climate in Malaysia is the most
favourable for research and development
efforts. As for her relative ranking for re-
search and development intensity, Malay-
sia is placed at the foot of the ladder. There-
fore, it appears that there is no significant
relationship between a country’s account-
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ing and tax climate and its research and
development intensity. This suggests that a
country’s accounting and tax climate, which
serves as a driver of research and develop-
ment efforts, has a lower impact on research
and development intensity compared with
firm specific factors such as liquidity, prof-
itability, and gearing. This may be because
decisions on research and development ef-
forts are purely discretionary and centred
at the firm level. In other words, affirma-
tive decisions on research and development
are made in the interest of the firm first and
thereafter the nation. Having said that it
should be borne in mind that this study is
generally qualitative in nature. Therefore,
no data was collected to statistically test the
significance of the relationship between the
criterion and predictive variables mentioned
above at the country level.

The above-said finding is in congruence
with Mintz et. al. (2001) who noted that tax
incentives played a less critical role in influ-
encing development of ‘clusters’ of knowl-
edge-based industries. Herein it was also
repor ted that while the dif ferences in
research and development spending levels
between countries can be attributed to fac-
tors other than specific tax incentives, they
can also be traced to more general tax poli-
cies that lie within the government’s purview,
such as corporate and personal tax rates.

The study has also identified several ar-
eas where Malaysia’s tax incentives on re-
search and development, need to be im-
proved. Firstly, the tax concessions in
Malaysia do not target any specific re-
search activities. Presumably, this is be-
cause all forms of research and develop-
ment activities have to be encouraged in
realising the ‘developed nation’ status.
However, in line with the approach of New
Zealand and Australia, which target their
tax concessions to scientific and technol-
ogy-based activities, it is imperative that the
country excludes certain research activi-

ties from the definition of research and
development for tax purposes. This is nec-
essary to ensure that the ‘needed’ type of
research and development is being nur-
tured to hasten Malaysia’s progress into
the ‘developed nation’ grouping. Secondly,
it is advocated that qualified research and
development expenditure be defined as the
aggregate of direct costs of staff directly
involved in research and development ac-
tivity and the cost of consumable stores
used for research and development pur-
poses. The same measure is used in the
US and the UK’s (proposed) system of re-
search and development tax credits. This
measure is a sensible yardstick for invest-
ment in research and development as the
value of research and development under-
taken depends on the number and quality
of personnel engaged in research and de-

velopment. Moreover by encouraging in-
vestment in research and development per-
sonnel, the tax incentives would directly
support the objective of the government,
which is to develop a workforce that is tech-
nologically creative and innovative. Such
a workforce is the ‘missing’ ingredient to-
day in Malaysia’s pursuit of a knowledge-
based economy, as the other more tangible
ingredients such as infrastructure, ma-
chines and equipment are already in place.

Thirdly, there is presently no de-nimimis
limit for research and development expen-
diture before double deduction can be
claimed. This can inevitably result in dispro-
portionate compliance and administrative
costs being incurred on small claims. There-
fore, it is suggested that a limit of RM50,000
be imposed, similar to that in the UK to re-
duce tax compliance costs as well as encour-
age research and development, which is
‘meaty’ in terms of value. Fourthly, there is
an urgent need to harmonise the account-
ing treatment with the tax treatment ap-
proach for research and development ex-
penditure. Therefore, it is suggested that

the definition for research and development
expenditure as outlined in pertinent ac-
counting standards be adopted for tax pur-
poses. In doing so, for better clarity it is pro-
posed that the definition be refined to trace
the numerous phases within the research
and development cycle and thereafter,
specify the likely relevant costs within each
phase. The refined definition would there-
fore provide a practical and holistic view to
the categorisation of research and develop-
ment expenditure. It is also advocated that
all research and development costs other
than fixed asset inputs be immediately de-
ductible for tax unless and until the expen-
diture gives rise to an identifiable and valu-
able asset under the accounting standard.
Alternatively said, research and develop-
ment expenditure with the exception of
fixed asset inputs incurred before and up
to satisfaction of the standard’s capitalisation
conditions and expensed off in the accounts,
should be immediately deductible for tax
purposes, regardless of whether it is capi-
tal or revenue in nature.

Finally, with respect to future research,
we propose that the hypothesised relation-
ship be empirically tested. It is also sug-
gested that the impact of interactions
among determinants be examined at the
numerous levels of focus: firm and coun-
try. This will provide an insight to policy
makers on the combination of determi-
nants, which they need to manipulate in
order to stimulate research and develop-
ment intensity.
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“… the accounting and tax climate in Malaysia is the most

favourable for research and development efforts. As for her

relative ranking for research and development intensity,

Malaysia is placed at the foot of the ladder.”
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FAQ ON Financial Planning
FOR SUBMISSION TO THE

Securities Commission

Any member who wishes to discuss issues pertaining
to Financial Planning or is interested to partake in any
such discussion, may contact the Institute at 603-2279
9200. Alternatively, you may wish to communicate di-
rectly with the Chairman of the Working Group,
Raymond Liew at:
raymondliew@ raymond-liew.com AT

Question 1: Is an accountant, op-
erating through his accounting
firm, which is registered with
the Companies Commission of
Malaysia (CCM) and the Ma-
laysian Institute of Accountants
(MIA), allowed to provide fi-
nancial planning ser vices
through his accounting firm?
This is of course assuming that
he has the necessary experi-
ence in the area of financial
planning and is currently a
member of FPAM which will
enable him to apply for the fi-
nancial planning licence as an
individual. Or must he register
his business as a separate legal
entity (i.e. a Sdn Bhd) with
CCM, solely for the purpose of
offering the financial planning
services?

Answer: Generally, an accoun-
tant is allowed to provide finan-
cial planning services through
his accounting firm provided
that the accounting firm and the
particular accountant is appro-
priately licensed, and since the
entity will be undertaking activi-
ties in addition to what it is be-
ing licensed for, the entity would
be required to furnish the SC on
the various activities under-
taken and how the business
would be administered.

In respect of licensing, where
the firm is a partnership, the
relevant persons would need to
have an Investment Adviser’s li-
cence on an individual basis.

In relation to companies reg-
istered as a Sdn Bhd, the com-

pany is required to be licensed
as an Investment Adviser and
the designated persons (i.e. con-
sultants etc.) to be licensed as
Investment Representatives.

For firms/partnerships whose
business is registered with MIA,
but not registered with CCM, the
SC would allow for the entity to
be licensed subject to MIA provid-
ing the certification and verifica-
tion of the registration status and
the nature of that entity (i.e. sole
proprietor/partners/etc.).

Please note that a holder of an
Investment Adviser’s licence on
an individual basis would not be
allowed to have investment rep-
resentatives.

Question 2: It is very common
for MIA members to use differ-
ent designations in the various
industries they are operating
in. And as far as the Accoun-
tants Act 1967 is concerned,
some of these terms are
recognised as a term of a simi-
lar nature to be used to de-
scribe an accountant registered
with MIA. This is provided un-
der Section 22 of the Accoun-
tants Act 1967. Since some of
these terms (recognised under
the Accountants Act 1967) do
overlap with the definitions as
provided in the guidelines is-
sued by the SC, we are not sure
whether MIA members are al-
lowed to call themselves ‘finan-
cial consultants’ or ‘financial
advisers’ without holding a
separate financial planning li-

cence as it could be deemed a
breach of the Securities Indus-
tries Act by unwittingly holding
themselves out as financial
planners. We would appreciate
it if the SC could clarify this ur-
gent issue before the deadline
i.e. 31 August 2004.

Answer: As the Accountants Act
1967 does not specify the use of
the term Financial Consultants
or Financial Advisers, such
terms would fall within the Se-
curities Industries Act and any
person who holds himself out
would need to be licensed appro-
priately.

Question 3: Consider a hypo-
thetical example herein: A
member of MIA makes a rec-
ommendation to a client to
maintain a high level of invest-
ment portfolios; for example,
the client should invest 30% in
shares or unit trusts and the
balance 70% in fixed deposits
for his retirement use. This ad-
vice is given after considering
the client’s risk profile, time
horizon and available income
etc. So long as the above advice
does not cover the recommen-
dation of any specific shares (or

unit trusts), there is no need to
apply for a financial planning li-
cence since this is not within
the purview of the SC. Is this
position acceptable to the SC?

Answer: Considering the circum-
stances in which the above sce-
nario would arise and that the
‘adviser’ is a professional, it is
envisaged that he would inevi-
tably be requested to advise at
least on the appropriate sector
or areas of shares or unit trusts
(e.g. manufacturing, blue chips,
small stocks etc.) if not the spe-
cifics. Securities in general in-
cluding shares and unit trusts
are within the purview of the SC,
and the above scenario would
likely fall within the definition
of financial planning activities
and would require an Invest-
ment Adviser’s licence.

Question 4: Following Question
1 above, supposing a partner-
ship is allowed to operate the
business of providing financial
planning services, will it be a
requirement for all partners to
be approved financial planners?
Could it be the majority, in
terms of the number of part-
ners instead?

Answer: In the case of a partner-
ship, as mentioned in Question
1 above, the relevant persons
would be required to be licensed
on an individual basis.
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We are pleased to inform our
members in public practice of
a briefing to be organised at the
MIA premises on Friday, 19
November 2004. Details are
as follows:

Venue:
Main Boardroom
Dewan Akauntan
2, Jalan Tun Sambanthan 3
Brickfields, Kuala Lumpur
Time: 5.30 to 8.00 p.m.
Admission: Free

For this briefing, the objec-
tive is two fold. Firstly, we are
sharing with our members an
innovative strategy to evaluate
software, either for the imple-
mentation in their own prac-
tice or on behalf of their clients
and secondly, the Institute
would like to highlight to prac-
titioners, especially the non-
audit firm practitioners, on
various avenues available to
manage their risk within their
practice.

(A) Practical Aspects Of
Evaluating Software

It is a given fact that many
of our practitioners act as busi-
ness advisers to many of their
clients. And one of the usual
requests by their clients is to
recommend suitable software
to enable the client to manage
their affairs better and more
effectively. But, as a practitio-
ner, are you able to do so?

To drive growing busi-
nesses, organisations need
systems that are able to adapt
to its practices and streamline
processes throughout the
organisation. About 70 per

Briefing for Practitioners
November 2004

cent of all organisations that
have installed a new system
fail to achieve the expected
ROI and 75 per cent of all
implemented systems fail to
optimise the benefits associ-
ated with it. Thus, it is signifi-
cant for organisations to know
how to procure the right sys-
tem which helps in identify-
ing, driving and delivering
measurable returns on invest-
ment, lowering total cost of
ownership and improving
business ef ficiency and pro-
ductivity.

Great demand in cost-effec-
tive software has intensified
competition in the software in-
dustry. There are a large num-
ber of software providers in the
market, each one claiming to
provide the organisation with
the best solutions. Vast options
in software, dif ferent ap-
proaches and pricing structure
may eventually lead to confu-
sion among the users.

As a result, to minimise high
risk and implementation costs,
it is important to fully under-
stand:

a) How to effectively evaluate
software when there are so
many types of systems in
the market.

b) The practical aspects of
evaluation of ERP software.

c) To consider the practical
issues and problems in the
evaluation process.

The practitioners should
take this opportunity to arm
themselves with such knowl-
edge so that they can then, in
turn, provide proper advice and

value added services to their
clients when the clients have
decided to implement certain
systems to assist in their opera-
tion and businesses. Cheah Sin
Leng, the Managing Director
of Innovations Resources
Group of Companies has been
invited to share with us
through his experience as a
vendor of business software to
practitioners.

(B) Risk Management Within
A Non-Audit Practice

The bulk of work provided
by a non-audit firm in most
cases is not statutory in na-
ture. This could be in the area
of work that is being
outsourced by an audit firm to
them on an ad hoc basis but it
could also be the provision of

specific services such as due
diligence reporting, account-
ing work, management ser-
vices etc. The Practice Matters
Department is keen to share
some insights with the propri-
etors of non-audit firms, espe-
cially techniques available to
manage risk within their prac-
tice that may arise from hav-
ing a portfolio of clients with
such diverse reporting needs.
In the process, the Depart-
ment would be keen to high-
light to members ways to man-
age specifically their credit
risk i.e., by simply following
the auditing standards which
are currently in place, to which
a great number of practitioners
(audit and non-audit firms in-
cluded) are already well
versed with. AT

Members are hereby informed that the Foreign Investment
Committee (FIC) is now using a new procedure for applicants
to obtain FIC approval commencing 1 August 2004. Only ap-
plications using this procedure will be considered.

Please take note that further information on this new pro-
cedure is available on the web site of Unit Perancang Ekonomi,
Jabatan Perdana Menteri at www.epu.jpm.my. Please be
guided accordingly.

Public Ruling 1/2004
Please be informed that the Public Ruling 1/2004: Income
from Letting of Real Property was issued by the Inland Rev-
enue Board (IRB) on 30 June 2004. The said public ruling
can be downloaded from the IRB’s website at
www.hasilnet.org.my under the heading of ‘Law & Regu-
lations-Rulings’.

New Procedure by the
Foreign Investment
Committee

AT

AT
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Physicists love the word ‘entropy’. It refers to the tendency every natural system
has to move from a state of order to that of maximum chaos. Entropy explains
why astronomers believe the universe appears to be heading toward a final ‘heat
death’ countless billions of years from now. Entropy can also be used to
rationalise why your clients’ accounts sometimes refuse to balance; and why your
teenager’s bedroom might look like a concussion grenade just went off in it.

Not surprisingly, entropy also works in our financial lives. This regular
feature represents Accountants Today’s serious bid to educate all Malaysians
on the need for wise adherence to sensible financial planning principles and
strategies. Each accountant is a centre of influence — in your office, to your
colleagues and clients; and in your home, to your family. Money Tree is thus
designed to help you learn and then teach — in steps — all that is important
in crafting a life of financial abundance, bounty and contentment.

The Biggest Trade:
Your Money or your Life?

By Rajen Devadason

Your worth as a person is not —
I repeat NOT — equal to your
net wor th! Your value as a
unique sentient being is infi-

nitely more than a pile of cash represent-
ing the mathematical manipulation (re-
member net worth = assets minus liabili-
ties) of some numbers denominated in
ringgit and sen. But, of course, you already
know that. So my opening questions to you,
then, are: What are you doing with that
knowledge? Are you applying it?

Remember only applied knowledge has
value. Everything else is a waste of life! So,
to help you answer those two probing ques-
tions, I suggest you do two things:

First, pose a personal query to the man
or woman you face each morning in the
bathroom mirror: Have you ever thought,
deeply, about why you go to work?

Second, follow that up with another ce-
rebrally challenging question: Why do
most of us trade a sizeable chunk — usu-
ally between a quarter and a half — of our
tiny, fixed weekly allotment of just 168
hours of life for a paycheque?

Please think about your own answers

before reading on …
What I’ve observed in my own life, in the

lives of family and friends, and most glar-
ingly in my consulting clients’ lives is that
at the core most of us are the same when
it comes to one aspect of our work.
Whether we slice as brain surgeons or haul
as sanitation workers, argue as lawyers or
toil as rubber tappers, or even snoop as
auditors or tally as bookkeepers, we all
trade a portion of our lives for money.

I realise that’s no earth-shattering rev-
elation. But consider the irony that floats
to the surface when we think a little more
deeply of this situation and remember that
our lives can be divided into three eras —
our learning years, our earning years and
our yearning years.

When we go to work during that second,
earning, stage, we do so to pay for past
excesses, to support current lifestyles, and
to fabricate future nest eggs.

For those who succeed in that third goal,
the money we set aside and grow in our
EPF accounts and in other private retire-
ment programmes should effectively buy
us freedom to spend our later years doing

things we love.
So, in the simplest of terms, we sacrifice

our time to earn money to buy us time!
If that truth doesn’t immediately force you

to sit up and think, then replace the word
‘time’ with another four-letter word — ‘life’.

Now, let me get personal: You sacrifice a
portion of your life to earn money to allow
you to live in a dignified manner. When
viewed that way, the phrase ‘time to kill’
that we’re all guilty of using communicates
a thought that’s downright ‘sinful’!

We should never callously kill time be-
cause it is the essence of life itself. Instead,
we should invest it wisely, productively and
joyfully.

A long time ago, Benjamin Franklin
wrote, “Time is money.”

Now, if we merge the two ideas incor-
rectly, we end up with this false premise:
Life is all about money.

But if we merge those two ideas cor-
rectly, we then accurately conclude that:
We trade a portion of our lives for
money to enhance all of our lives!

If we make this ‘trade’ inefficiently, we’ll
squander a chunk of our productive years
for insufficient money that can only improve
a small portion of our ‘retirement’, if that!

We will then need to keep slaving away
for a pittance at an age when we should be
effortlessly (financially, at least) coasting
through our golden years. (Side note: So,
the next time you pass a silver-haired secu-
rity guard struggling to stay awake on the
job, do nod, smile and say a few encourag-
ing words to him; you’ll probably be the only
stranger he sees that day, week or even month
who treats him with respect!)

To make your current sliver-of-time-for-pile-
of-money ‘trade’ efficiently, you must manage
your time better. Not surprisingly, that boils
down to managing your whole life better.

You do so by becoming aware of your
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Rajen Devadason, a certified financial planner, is
a speaker, author and independent consultant. He
is CEO of a corporate mentoring consultancy, RD
WealthCreation Sdn Bhd, which helps companies
increase profits by teaching their best people how
to enhance their personal effectiveness. His in-
ternationally read, free electronic magazine GET
BETTER can be subscribed to at no cost at
www.RajenDevadason.com. Rajen welcomes
feedback at rajen@RajenDevadason.com.
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goals and then consistently acting in a man-
ner that moves you steadily toward their
realisation. As I wrote in my newest e-book
UNLEASHED: “I can’t tell you what your life
goals are. Only you can do that. But I can tell
you with complete certainty you cannot and
will not meet your life goals without first dis-
covering or detecting what they are.”

And as Alec Mackenzie writes in The
Time Trap, “Setting goals for significant
accomplishments you want to achieve in
your life, both personal and profes-
sional accomplishments, costs you
nothing. Failure to set them can
cost you plenty. You are smack in
the middle of the only life you’re
going to have. You can choose to
succeed, or choose to drift; having
goals makes the difference.”

You and I are bombarded by an
endless flow of little nuisances
that stuff our working hours the
same way downward flowing,
gravity-assisted gravel and sand
can rapidly fill up even the biggest
glass jar.

As we deal with those small but
strident nuisances, we naturally
keep putting off working on the
important activities of our lives that
can genuinely help us move toward
the key goals of our lives.

In a sense, those important ac-
tivities can be likened to big,
chunky rocks. Over the years, sev-
eral leaders in personal effective-
ness, most notably Stephen Covey,
the author of the awesome 7 Hab-
its of Highly Effective People, have
taught the need to put the ‘big
rocks’ into the big glass ‘jars’ of our work
days or work weeks.

Once we do that, there will still then be
space to pour in some less important
‘gravel and sand’ through the gaps, later.

But if we do it in reverse and keep the
big, important rocks outside first, undone,
as we deal with the relatively unimportant
tasks that form an unending chorus of dis-
traction, the sand and gravel of life, we will
find that there is soon not enough space to
fit everything of genuine importance in.

The truth is we can’t get everything
done, anyway. So we might as well focus
on those things that are most important.

Asimov was the most prolific American
author in terms of the sheer number of
books he wrote prior to his death in 1992.
He is also known as the most diverse writer
in all of human history, being the only au-
thor to have books in every single division
of the Dewey decimal system that’s used
in libraries across this planet!

In his autobiography, I. Asimov – A Mem-
oir, is a portion of delightful prose where
he talked about the pure unmitigated pas-

sion fuelling his awesome capacity
to write and write and write! In the
chapter entitled ‘Prolificity’, he
noted: “I would rather write than do
anything else. In fact, some wise
guy, knowing my penchant for gal-
lantry to young women, asked me
during a question-and-answer ses-
sion once, “If you had to choose be-
tween writing and women, Dr.
Asimov, which would you choose?”

I answered instantly, “Well, I can
type for 12 hours without getting
tired.”

People say to me sometimes,
“How disciplined you must be to get
to work at the typewriter every day.”

I answer, “I’m not disciplined at
all. If I were, I could make myself
turn away from the typewriter now
and then, but I’m such a lazy slob I
can never manage it.”

Most of us are not wired in such a
way that our deepest passion is tied
directly to what we do to earn a buck
(or a couple of million bucks, for that
matter). But that shouldn’t stop us from
learning sound time management
strategies that can help us get more

done in less time so we make more money
with less hassle and a whole lot more fun.

So, let me close with one final question:
What must you change in your life to be
able to earn money doing work you love
and care about? Think about it.

Then do as Nike advises.

REDEEM THE TIME!

“I’m using up half of
my life at work, in exchange

for money. Am I getting
a good deal?”

1

2

In that vein, I believe remembering what
Ben Franklin observed about ‘time being
money’ has direct significance to financial
planning, which is commonly defined as
‘the process of meeting your life goals
through the proper management of your
finances’.

Obviously, you’re only likely to meet
your life goals if you also properly manage
your time. Two high leverage ways of man-
aging your time well are:

Invest in yourself so that in the years
ahead you will grow as a person, as an
employee, as a business owner, as a
professional, whatever! To help you
learn core skills that can help in this
area, I designed a free electronic
course that you can sign up for at
www.RajenDevadason.com.

Engineer your career so you increas-
ingly focus your money-making efforts
in areas that interest you and which
also fill you with unquenchable passion.
My standout example of one person
who did just that is the late, great Isaac
Asimov.
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Capron’s Web-development com-
pany, which has 12 employees
and generates US$1.5 million

in revenues, focuses on complex, web-
based solutions (CRM, e-commerce,
intranets). When two key freelancers
who Capron relied on were suddenly no
longer available, he began to cultivate
relationships with local advertising
agencies, which allowed him to tap graph-
ics expertise without the overhead.

Not only have the partnerships brought in
new business, they’ve also given Capron new
insights. “Partnerships have helped us learn
to charge more appropriately,” says Capron.
As a smaller company, you often become very
friendly with clients and may not be charging
for all the time you put into a project. By work-
ing with their partners, Capron saw how larger
companies are very accurate and methodical
in the way they track their time. It was a big
eye-opener for them.

Capron also gained perspective in deter-
mining market value: “As a smaller com-
pany, you don’t want customers to get the
impression your prices are exorbitant, yet
you still want to earn their business. So
nine times out of 10, you charge less than
you should. Larger companies better un-
derstand their value — and how to present
that value back to the client.”

Granted, a partnership is never smooth
sailing. “The first couple of projects you do
together can be frustrating and challenging,”
observes Capron. “But when you get it right,
it’s amazing how powerful a partnership can
be. It’s like doubling the size of your com-
pany overnight in terms of your resources.”

Swimming in a bigger pond …
It used to be that large corporations

weren’t open to alliances with smaller
firms; their growth was internally focused.
But since the 1990s, things have loosened
up. Large corporations are actively seek-
ing partnerships with smaller players.
That’s good news, but there are some nu-
ances to working with a big fish.

� Figure out the food chain. For a smaller
company, one of the major roadblocks is
the slow decision-making that’s typical of
large corporations. Get a handle on your
potential partner’s decision-making struc-
ture from the get-go; it will not only lower
your blood pressure, but can help you
present and pilot a project more effectively.

� Accept calculated risks. Smaller com-
panies usually don’t have in-house legal
counsel. They hire outside attorneys who
may be fine advocates, but often argue in
the extreme for their clients, which is a
turnoff for the other side. It’s better to ac-
cept some risk if it helps you move the deal
forward. That doesn’t mean accepting fool-
hardy chances, but rather knowing your
real boundaries. Think of the worst-case
scenario and play out your risk from there.

� Splitting control. Partnerships often may
split operational control right down the
middle. But when you’re working with a
larger company, that 50-50 split isn’t always
the best recipe; directors from the larger
firm may be distracted by other ventures.
It may be wiser to have a majority of direc-
tors from your company, which is more
nimble. Look at the strengths of both par-
ties. Try to find someone who’s been in-
volved in similar ventures to review the pro-
posed structure and give a second opinion.

Partnering pays off
� Getting a foot in a better door: Steeves and

Associates, an IT-consulting firm in
Burnaby, British Columbia, had been
working with a client at the IT level.
PricewaterhouseCoopers, one of Steeves’
partners, had been helping the same cli-
ent at the executive level and brought
Steeves in to help with strategic planning.

“Partnering with a complementary
partner brought us in at a higher level
where we could provide more leader-

ship,” says CEO Dave Steeves. “Being at
that level paves the way for larger initia-
tives and gives us a bigger role than we
would have had with any projects coming
from the IT department.”

� Closing more deals: Synergy, a
Framingham, Mass.-based lighting consulting
firm, partners with several of its customers,
energy service companies (ESCOs), to make
joint presentations. “ESCO, historically hasn’t
sold the benefits of good lighting,” explains
Dan Gould, Synergy’s CEO. “She’s usually just
selling energy savings, which is purely a fi-
nancial sell. By participating in presentations
for new projects, Synergy makes sure poten-
tial clients are aware of other benefits of a light-
ing retrofit, such as increased worker produc-
tivity or increased sales for retail spaces. By
involving our team, we present the entire
project in a much better light — no pun in-
tended — so the closing ratio is higher.”

Self-directed people don’t need to com-
pete — they need to develop important,
complementary peer relationships. Even
hard-chargers who have been downsized
discover the importance of peer relation-
ships and become much more willing to
support other people in partnerships.

By Trevor Gordon Partnerships in business do have

options that can serve up surprising

dividends. Rodney Capron Jr., founder of Synthenet Corp. in

Northborough, Mass., initially embraced partnering as a means

of outsourcing, but he encountered some unexpected benefits.

Surprising Dividends in

Partnership

AT
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For those of us in the customer ser-
vice business (and who isn’t?), put-
ting your soul into service on unbe-

lievable levels needs some definition: “Ser-
vice on unbelievable levels means going a little
bit above and beyond what most people expect.”

In other words, it’s the experiences you
remember for months and years — be-
cause someone took the extra time, energy
and interest to give you more than you be-
lieved you would receive! They are the ex-
periences we share with our friends, rela-
tives, and co-workers; the times someone
took our best interests to heart and made
it their personal mission to ensure we
wouldn’t just be ‘satisfied’ — we would be
pleasantly surprised, amazed, and perhaps
even thrilled at the results. It’s often these
little things that have the biggest impact.

Here are a few examples of customer ser-
vice with SOUL:
�  Thanks to Frank, the auto repairman
who took extra effort to quickly get a part
installed in a friend’s Jeep, and stayed late
to finish the job.
�  Thanks to the shuttle drivers at the air-
port parking lot who give you a slip of pa-
per with the row and space number to re-
mind you where you parked your car.
Thanks especially to the driver who told
me they also provide ‘roadside assistance’
should I ever lock my keys in the car or
my car battery ever go dead.
�  Thanks to the phone representative who
jeopardised a sale to warn me my bank would
soon be merging, indicating I may not want
to order more than one box of checks.
�  Thanks to a national airline company for
the unexpected letter I received shortly af-
ter experiencing a lengthy delay with a Salt
Lake City connection. The airline
apologised for the inconvenience and en-
closed a $75 voucher towards a future flight.
�  Thanks to the young high school student
working as a courtesy clerk for a local super-
market. He not only insisted on taking my gro-
ceries out to the car for me, but also sincerely
asked me how my day had been. His smiling
face, enthusiasm, and polite conversation were
the highlight of a very stressful day.
�  Thanks to the assistant manager at a depart-

ment store who recently bent over backwards
to provide credit on a returned shirt for a friend.
He wanted to apply it to the purchase of a suit,
and the lack of a sales receipt could have been
a major obstacle. The store gained two loyal
customers that day by giving its employee the
autonomy to be flexible with store policy.

Now, here are some simple ways you can
enhance your customer service efforts and
get SOUL in the process:

Anticipate Roadblocks
Anticipate and communicate difficulties

that could occur and offer advance warning
to prevent a disappointing experience. These
are the unexpected delays, frustrations and
setbacks customers’ experience when they
take an action, unaware of potential conse-
quences. You know those experiences that
make you respond, “Well, couldn’t someone
have just TOLD me that in the first place?”

Offer Apologies with Teeth
Sincerity makes all the difference in the

world when something goes wrong. We
know customers should immediately re-
ceive an apology when things go awry, but
often an apology is the bare minimum. If
our only motivation is because it’s company
policy, customers will hear it in our voice or
see it in our expressions. On the other hand,
customers who also hear, “How can I best

solve this situation to your satisfaction?” or
“What can I do to compensate for your in-
convenience?” or “I’d be happy to offer you
a free ‘X’ for your frustration,” will feel much
more understood, appreciated and valued.

Practice Courtesy
Good old-fashioned courtesy has not gone

the way of the dinosaur, despite the fact that
incivility is an emerging problem in our youth
culture. Seventy-eight per cent of the popula-
tion feel it’s got worse in the last 10 years. You
will automatically exceed the majority in cour-
tesy, respect and basic etiquette if you consis-
tently do one simple thing — return your
phone calls! Reputations are quickly built or
destroyed by this one test of manners.

Offer Options
In today’s complex world, companies that

do it only one way — ‘their way’ — will be
left behind, as customers seek out more flex-
ibility, choice and control over their buying
experience. How many of us have seen cus-
tomers waiting in line to scan their own gro-
ceries in stores where this is now an option?
We also expect choices about how to com-
municate with the organisation — choices
that include phone, e-mail, and voice mail,
automatic callback and live ‘chat’. Ensure that
the reasons you establish certain policies and
systems are because you are supporting the
needs of the customers, not just your own.
To be absolutely sure — ask them!

Say Thank You
Rewarding your loyal customers with

upgrades, free shipping and other ‘premi-
ums’ is a highly effective way to thank those
who have been your source of repeat busi-
ness and referrals. Too often, the ‘perks’ are
extended only to lure new customers.
� Make a bonus payment as a thank you

to a vendor who was willing to accept
flexible payment terms.

� Quote your customers (with their permis-
sion) in your next newsletter, article, book,
or white paper and send them a copy of it
upon publication. They will appreciate the
free publicity and your thoughtfulness.

� Select a customer at random each month
to receive a special gift for no reason at all.

� Call your customers periodically and ask
their opinion of what you are doing well,
and what you could do better. Then send
a thank you gift for their willingness to
share their opinions.
These strategies will give you and your

organisation SOUL — service on unbeliev-
able levels!

management   B E T T E R  L I F E

Customer Service
By Shiv Prasad

Putting your Soul into
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Rule Number One
Know what you want and how

much you will pay to get it. Let
us say, for example, that you
want to negotiate or compete
with another person on a price
for an item at a garage sale. If the
item is priced at ten dollars and
you find that price too steep, then
your next step is to negotiate it.
First, you figure out how much
you think that item is really
worth. Let us assume you decide
it’s worth a mere seven dollars.
Now, decide on a lower price that you can
try for, and you come up with five dollars.
That’s half the original price the seller is ask-
ing, but it is a good place to start. Finally,
decide on the highest price that you will pay
for the item, and let us say you will pay no
more than eight dollars. Now, offer the
seller five dollars. He or she might laugh
hysterically, but hold your ground and don’t
be undaunted. If they are adamant about the
ten-dollar price tag, then you will need some
bargaining power on your side. Point out
any flaws that you can find in the item. This
is a great way to get people to lower their
prices. By pointing out flaws, it makes the
item seem like it is less valuable than they
think it is. You might not care about
scratches or tiny dents, but if you want to
get the item for the right price, then you
cannot let them know that.

From there the seller should typically
make a counter offer to your five-dollar of-

fer. If they say nine dollars, then you can
say eight dollars and probably be on your
way with your newly purchased item. You
will have saved two dollars off the original
price, and that is a great start! This is a
simple example of a negotiation. But what
if you are negotiating on a higher scale...

Rule Number Two
Be prepared, and ready to give and take.

That might sound like a double use of
words, but what it means is that you must
first be prepared before you go into nego-
tiations. And, you must be prepared to give
some in exchange for something else. In
successful negotiations, both sides come
out contented that they have got what they
have wanted.

Let us say now, that you have been of-
fered a job, but it’s not exactly what you
want. The pay is too low, the vacation time
is insufficient, and there are not sick day

benefits in the package deal either. Sit
down and write exactly what you would like
to have in a perfect job. Now, keep in mind
that the perfect job only exists on televi-
sion, so this list will be a listing of things
you would like to receive. Now, determine
what you can do without. Next, write down
the least you will accept. That is, the low-
est amount of pay, vacation time, sick days,
etc. Also write down if you want benefits
such as stock options and other benefits.

Here again, when you negotiate, do not
be afraid to ask for the highest amount.
This is a good starting point for you. The
prospective employer you will be negotiat-
ing with will have a list in mind too. Now,
you two just have to come to terms with
each other. This is the part where each of

you will be expected to take and
to give. You take less pay, but
in return you can ask for more
vacation time, for example; he
or she offers more sick days,
but less pay, and so on.

Rule Number Three
Do not let the other side fool

you. There are plenty of pretty
slick Joes out there in the world,
and they have all kinds of tricks
up their sleeves. To help avoid
falling into their traps, take your

time when negotiating. Do not jump at any
offer just because it sounds good — think
about it carefully first. Repeat the offer to
the other person in order to verify their
terms. Remember, if it sounds too good to
be true, then it usually is! Do not listen to
statements made by other people that are
intended to bully you into making a deal
and do not let them convince you with a
sob story either. No matter what, use your
good judgment, and do not be swayed by
their tactics.

In conclusion, when negotiating, know
what you want, be prepared, take your
time, and do not be swayed by emotional
games that some people will try to play.
Be mentally geared to take as well as to
give! Even though odds are against you
in landing the perfect deal, at least you
can get a good deal that you can live hap-
pily with!

How to Negotiate
Like a ‘Pro’…

By Arthur P. Grimshaw

Almost every day we have a chance to negotiate one, if not

many types of deals in our lives. And, in order to be success-

ful negotiators, we have to know the basics of the game.

AT
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T R A V E L  &  L E I S U R E  kuala kubu bahru

The town itself is visually decep-
tively small, consisting of four
main streets of 70-year old, colonial

type two-storied shop houses. However,
branching out in all directions is a network
of tree-lined roads and avenues that offers
the visitor the real view of what a
pleasant and healthy lifestyle is
offered to its residents.

The most outstanding attrac-
tion of Kuala Kubu Bahru is its
greener y. Seventy-year old
angsanas, carefully pruned to
give it a “bonsai” effect, line the
main avenue leading to the town
centre. Meticulously planned
landscaped gardens full of
plants, shrubs and trees abound
all across the town. KKB is fur-
ther blessed with a fresh, cool
and clean atmosphere being lo-
cated at the foothill of the Main
Range, completely surrounded by dense
tropical jungle.

Today the town is noted foremost as a
major training centre for the Armed
Forces, the Police, the Fire Brigade and

The road to
Kuala Kubu Bahru

By Bill George encompasses the Malaysian Youth Train-
ing Centre — all located around the fringes
of the township. The township is also very
sports orientated having its own stadium,
a hockey arena and several tennis, volley-
ball and basketball courts. A nine-hole golf-
course with a clubhouse is the main focus
for the senior sporting community and
many visitors come here on weekends to

enjoy a pleasant round of golf in this cool
green atmosphere.

KKB town itself bustles with all kinds of
commercial activity. Coffee shops and res-
taurants offering a wide array of Malaysian

delicacies, provision shops, a wet market
and a pasar peladang where farmers from
the surrounding areas come to sell their

produce to the residents. The
town provides for all the needs
of its residents with banks, a
post office, several budget ho-
tels, a rest house and a fully
equipped modern government
hospital.

Visitors to KKB cannot but
help feel being pulled back to
the past because of its rich ar-
chitectural heritage. Most of
the buildings are over 70 years
old and are surprisingly well
maintained. The Old Cour t
House and the Land Office are
just two striking examples but

the old wooden government staff quarters
and the shop houses definitely add on to
this effect.

KKB is truly a multiracial community
having a well -propor tioned mix of

Located just about 60 odd kilometres from Kuala Lumpur, and

about an hour’s drive away, is a tiny hamlet called Kuala

Kubu Bahru (KKB). Surrounded by lush green jungle, the

township is a shining example of how with good manage-

ment and administration we Malaysians can live in a clean

and green environment. The most pleasant way to get there is

to take the old trunk road that goes through Templer’s Park,

Rawang and Sg. Choh as the drive will offer you a good view

of some old towns and villages and their rural lifestyles.

Rich in architectural heritage the town has several sites worth
visiting

Tree lined avenues &
garden landscapes abound
the whole township
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Malays, Indians and Chinese. In addition
the visitor will be privileged to meet
many orang asli or aborigines. They live
close by and usually come to town to get
their supplies or to sell their jungle pro-
duce like durians or petai. If one is ad-
venturous, you can visit them at Kg. Or-
ang Asli Kolam Air just two kilometres

away from KKB town centre. There are
also several other communities living
nearby and one can enquire from the lo-
cals on how to get there.

The history of KKB itself is
quite interesting. The original
village, Kuala Kubu, was for-
merly located some three
kilometres away. In 1926 the vil-
lage experienced severe flood-
ing in which many lives and
much property was destroyed.
Subsequently, the British Ad-
ministrators decided to move it
to higher and safer grounds.
The transfer took place in Janu-
ary 1927 and it took almost three
years to re-build the new town-
ship with shophouses, public
and other administrative buildings. The
name Kuala Kubu was derived from the
name of the river on which the original vil-
lage resided. The old village, which still
exists today, is now called Ampang Pechah.

There the visitor can actually see the re-
mains of this dam built by the villagers in
the 1880s, of earth and stone to rear all
kinds of fresh water fish as a source for
food.

In 1883 the dam burst and was never
again re-built and hence the regular flood-
ing continued. According to local folklore,

the dam was guarded by a white croco-
dile which never caused harm to the vil-
lagers and was actually their “protector”.

The British District Of ficer, Sir Cecil
Ranking, discovered its existence and
against the advice of the villagers shot and
killed it. That very night the dam burst
and many people drowned including the AT

District Officer.
The site now known as Ampang Pechah,

is popular amongst the locals for picnics
just to enjoy the serenity and beauty of the
natural riverside landscaping.

Another sight not to be missed at KKB
is the new dam, Ampangan KKB, which is
located just five kilometres away — along

the route to Fraser’s Hill at km 66.5. This
recently completed regulating dam, built
over a period of three years is truly a ma-

jestic sight to behold and sup-
plies the water needs of the
Northern Klang Valley and
Petaling Jaya. Covering an area
of over 600 hectares, and with
a width of 800 meters, the dam
has a storage capacity of over
235 million cubic meters. A
water treatment plant that was
to be built in stages over 66
months is now in progress and
nearing completion.

The overall impression that
KKB provides to the visitor is
definitely a pleasant one. Rich
in its history, clean and green

in it’s environment and with a friendly and
welcoming multiracial population, this ef-
ficient and well managed township, can and
will be a proud example for other town-
ships to follow.

Town Centre — consists of just four streets
of well-maintained two storey shophouses,
which cater for all the needs of its residents
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Nationwide Seminars on
Budget Proposals
Prior to the Budget 2005 presentation by Prime Minister and
Minister of Finance YAB Datuk Seri Abdullah Ahmad Badawi on
10 September 2004, the Institute, in collaboration with the Malay-
sian Institute of Taxation organised a series of half-day seminars
titled 2005 Budget Proposals and Recent Developments at several
locations nationwide from 13-21 September 2004.

On 14 September 2004, the Institute in collaboration with the
Inland Revenue Officers Union (IROU), and the Malaysian In-
stitute of Taxation organised the 22nd National Seminar on Taxa-

Educating Tax Payers on the
Self-Assessment System (SAS)

AT

AT

Harpal Singh Dhillon addressing the crowd
at the PJ Hilton

Participants listening attentively during the seminar held at the PJ Hilton on 16 September

Participants at the seminar

tion at the Renaissance Hotel in Kuala
Lumpur. It was officiated by Deputy Min-
ister of Finance YB Dato’ Dr Ng Yen Yen.

The seminar, which saw the participa-
tion of 450 individuals, was held with the
intention to educate and guide taxpayers
on the self-assessment regime for compa-
nies and individuals. It was meant to serve
as a platform to discuss the Budget Pro-
posals and the implementation of SAS on
individuals.

YB Dato’ Ng Yen Yen delivering
the opening speech

The objective of the seminars was to dis-
seminate to members the key issues con-
tained in the year 2005 Budget Proposals
in the Finance Bill and other significant
recent tax developments in Malaysia.

The seminars which were conducted by
tax experts such as Amy Low Bee Yoke,
Chow Chee Yen, Harpal Singh Dhillon and
Lee Von Siong received good response with
many members turning up to listen to the
informative analysis on the tax changes and
expert views on the Budget 2005.
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Singapore’s Wealth
Management Market
Interested to manage the wealth of the rich
and famous in neighbouring Singapore?
Well, here’s some backgrounder for you.

First of all, it seems that the island-re-
public remains an attractive market for
wealth management but not for new play-
ers, said London-based business informa-

Big Four Lose Campaign to
Limit Auditor Liability in UK

THE four big accounting firms operating in the UK recently had to settle for much
less than what they had been hoping for. The UK authorities rejected a proposal to
place a cap on the liability auditors face when a company goes under, reports
AccountingWEB.com.

The decision, by the UK’s Department of Trade and Industry, was announced in
mid-September. It struck a blow to the Big Four’s hopes that the UK would agree to
the cap and spur other European countries to follow. Will there be any change of
heart once the matter goes to the European Union (EU) level? One industry player
shares his opinion in an article published by the newspaper Wall Street Journal.

“It is doubtful whether the EU will conclude there is a need for change when one
large member state has decided there is not,” said Jeremy Jennings, global director
of regulatory and government relations for Ernst & Young Global in Brussels, in
the report.

The Big Four — PricewaterhouseCoopers, KPMG, Deloitte & Touche and Ernst
& Young — have already given up on campaigning for liability caps in the US, con-
sidering how politically unpopular such proposed legislation would be, reports
AccountingWEB.com.

According to a report on the website, the firms potentially face millions or even
billions of dollars in potential liabilities when big companies implode. In just one
example, now-bankrupt Parmalat SpA in Italy is suing Deloitte & Touche and Grant
Thornton for at least $10 billion.

According to the newspaper, the Big Four say a large claim could bankrupt one of
them leaving fewer firms to audit large public companies. “Any delay in reform is
dangerous for us,” said Peter Wyman, head of professional af fairs for
PricewaterhouseCoopers LLP in the UK.

However, this is not the end of the road. The report points out that some reform
may be on its way. The Department of Trade and Industry said in a statement to the
UK Parliament that it may allow the firms to negotiate “proportional” liability caps
with the companies they audit. Under this arrangement, a firm would be held liable
only for damages that a court determines were specifically caused by the firm.

Denmark and Spain allow firms to negotiate liability caps with the companies they
audit, while Germany and Greece have already enacted caps on auditor liability.

“Our view is that to be safe from catastrophic liability, we would need an outright
cap, but we would be a million times better off even with just a proportionate cap,”
Wyman said.

 WORLD WORLD NEWS
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tion provider Datamonitor in its latest re-
port, Wealth Management in Singapore
2004.

The company noted that the Singapore
market is ”very well provided for, with the
world’s major competitors all present”, re-
ports Singapore’s Business Times.

Alan Shields, Datamonitor financial ana-
lyst and the report’s author, said: “It would
not make commercial sense for new play-
ers to start moving in to service the do-

mestic market. However, there are still sig-
nificant customer segments that could pro-
vide competitors with opportunities to in-
crease revenues.”

According to the newspaper, Shield said
there was much scope for differentiated
offerings that would appeal to specific sec-
tors of the Singapore population. “The seg-
ments that could potentially be of interest
to wealth managers include non-resident
Indians, Muslims, expatriates, high earn-
ers and entrepreneurs,” he added.

In the report, Datamonitor predicted that
high net-worth individuals are set to get
richer, with average assets rising to just
over US$1 million in 2008 from US$982,000
last year. This represents compounded
annual growth of 7.7 per cent.

Who fits the category? Datamonitor de-
fines high net-worth individuals as people
who have at least US$300,000 in onshore,
retail liquid assets. Such assets include
cash, bank deposits, listed shares and
bonds. For the mass affluent — people with
less than US$300,000 but more than
US$50,000 — wealth will grow at 5.3 per
cent a year in the same period.

“Wealthy investors have access to bet-
ter investment opportunities, traditionally
invest more heavily in direct equities and
are better advised,” Datamonitor noted.

Over the past five years ended 2003, the
number of wealthy individuals has swelled
by a quarter to 415,000, or about 10 per
cent of the population. Their investible
wealth grew to US$112 billion in 2003 from
US$87 billion in 1998, a sign of the recov-
ery from the Asian financial crisis in 1997.

But there were significant fluctuations
during the five-year period, Datamonitor
said. Affluent individuals owned 77.5 per
cent of total retail liquid assets in 1998.
Their share peaked in 2000, at 81.1 per
cent. It then slid before recovering to 78.7
per cent in 2003.

“Growth in Singaporean affluent wealth
has not been as marked as some of the
other Asia-Pacific countries,” said Mr.
Shields, but added that future growth
looked strong.

Datamonitor expects Singapore’s
wealthy population to grow by a further 29
per cent to just under 538,000 in 2008. Their
liquid assets will rise at a faster pace of 39
per cent.

I N T E R N A T I O N A L  N E W S
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Fortis invests in
Geac Performance
Management
Fortis, a European top 20 banking, insur-
ance and investments group, has awarded
a contract to Allshare, the distributor in the
Netherlands for Geac, for Geac Perfor-
mance Management software and related
implementation services.

Geac is a global enterprise software com-
pany for Business Performance Manage-
ment, providing customers worldwide with
the core financial and operational solutions
and services to improve their business
performance in real time.

Fortis, which has a market capitalisation
of 23 billion and more than 50,000 employ-
ees, chose Geac because of the integrated
nature of its MPC software for planning,
budgeting, forecasting, consolidation, re-
porting, analysis and strategy manage-
ment, according to a statement released by
Geac.

Once fully deployed in 2004, MPC —
running on Microsoft SQL Server — will
provide the group with a true global sys-
tem supporting both the businesses and
the operating companies. The first phase
will go live in August and will support the
Fortis target setting process.

The scheduled “go live” date for the
first phase of implementation of the Geac
software is mid-August 2004.

The statement quotes Alexander Carp,
director of process management at Fortis,
as saying: “To date our budgeting process
has been primarily spreadsheet-based. The
follow-up of the process has been very
time-consuming, especially as it has had
to cover all of our businesses and operat-
ing units, following numerous recent ac-
quisitions. Our initial focus is to have a new
global budgeting solution in place, which
can support 1,000 worldwide users. This
new budgeting process will be better
linked to our business strategy as it will be
able to incorporate a ‘top down-approach’
assisted by ‘bottom-up’ detailed submis-
sions. So implementing Geac Performance
Management helps Fortis to move towards
a more uniform global approach which al-
lows for big improvements in quality, speed
and transparency.” (www.geac.com)

Pertamina finds misuse
of funds worth US$22m
Early into the second week of September,
news began making its rounds that Indo-
nesian oil firm Pertamina has launched an
audit of its accounts after discovering
US$21.5 million had been misused.

The task had been taken up by the new
management team appointed to fix the
state-run company.

“I announce this is a scandal in a
Pertamina unit for misuse of funds worth
around 200 billion rupiah. Therefore, we are
going to launch an investigative audit to
check whether other units are clear,” said
Per tamina president director Widya
Purnama, according to new reports. He also
pointed out that the company might appoint
Ernst & Young to conduct the audit.

According to a Reuters report coming out

of Jakarta, Pertamina has suspended one
of its unit directors. The official is sus-
pected of misusing negotiable certificate
deposits issued by a Pertamina unit, PT
Pertamina Saving & Investment, in 2002,
Widya said.

On 11 August, the government an-
nounced sweeping changes at the top of
the company, replacing most of the board
and giving Mr Widya the top job.

Widya has said one of his top priorities
is cleaning up the company. He said the
government has also ordered him to ad-
dress other problems at Pertamina, includ-
ing a long-running fight with ExxonMobil
Corp over the control of an oil field in
Indonesia’s East Java province.

Pertamina has long drawn accusations
of poor management from politicians. Last
year, former president director Arif fi
Nawawi announced a probe into a possible
US$8.2 million fraud at another Pertamina
unit, Singapore-based unit Pertamina En-
ergy Trading Ltd (Petral).

Pertamina once had a monopoly over en-

ergy developments in Asia’s only Opec
member, but over the past several years
the government has been liberalising the
industry.

Business Ethics for
Not-for-Profits
Today, more than ever, not-for-profits
should establish solid business ethics to
help mitigate debacles that can put
organisations into a tailspin, according to
a Grant Thornton newsletter targeted for
the not-for-profit organisations.

“It’s more important than ever that busi-
ness ethics are reinforced in not-for-profit
organisations,” says Kim McCormick, assur-
ance partner and not-for-profit practice leader
with Grant Thornton’s San Jose, Calif., office.

“Stakeholders are pressuring organ-
isations to ensure ethical behaviour is a

core part of their mission, values and ac-
tions,” she says.

Higher expectations from regulators and
donors have made ethics a hot topic in the
industry, the company said in a press re-
lease posted on its website (www.grant
thornton.com). Grant Thornton Interna-
tional is an international accounting, tax
and business advisory organisation dedi-
cated to mid-size companies.

The Sarbanes-Oxley Act has been part of
this evolution of operational change. Although
the Act was created specifically for public com-
panies, many of the law’s provisions can be
applied to not-for-profit organisations.

In addition to establishing a code of eth-
ics to convey an organisation’s value mes-
sage, both internally and externally, there
are many ways organisations can encour-
age an ethical environment, including, es-
tablishing a channel for communicating
concerns; communicating the mission to
employees to ensure their actions are in
line with the objectives of the not-for-profit,
and hiring well to minimise risks.AT

“Widya has said one of his top priorities is cleaning up the com-

pany. He said the government has also ordered him to address other

problems at Pertamina, including a long-running fight with

ExxonMobil Corp over the control of an oil field in Indonesia’s

East Java province.
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International News

Auditor attacked
over Equitable
The UK’s Joint Disciplinary Scheme (JDS),
which oversees accountants’ conduct, in
September published its initial findings
against a firm and two auditors.

Among the charges is an allegation that
E&Y gave an “unqualified audit opinion”
for 11 years between 1990 and 2000, re-
ports the BBC.

According to a news repor t on the
broadcaster’s website, its conclusions have
been passed to a tribunal. E&Y said it
would contest the “misguided” findings
vigorously.

JDS said for the years 1990, 1991, 1992
and 1993, the accounts were not prepared
in line with the relevant legislation, namely
the Companies Act 1985. It also criticised
E&Y for giving “unqualified opinion” for
accounts between 1994 and 2000, when the
accounts “did not show a true and fair view”
of its financial position.

In addition, the London-based report
said E&Y had failed to understand
Equitable’s business in relation to its bo-
nuses, the reasonable expectations of poli-
cyholders, and the issue of guaranteed
annuity rates.

The findings will now be analysed by at
a tribunal, which is chaired by a senior law-
yer and two chartered accountants. If the
tribunal finds against E&Y, the firm could
face an unlimited fine, while the two part-
ners — one of whom has now retired —
could be banned from membership of the
professional body for life. The tribunal
could also recommend that E&Y’s regis-
tration as an auditor be removed.

In a statement, E&Y said: “We believe
that the complaints are unfounded and
misguided and we will be mounting a vig-
orous defence.”

Enron to pay $321M
in pensions
Enron will pay US$321 million from the
proceeds of its sale of its pipeline arm to
finance pension plans for thousands of
former employees, a government pension
agency said Monday.

The $321 million, from the $2.45 billion
sale of Enron’s U.S. pipelines operations,
will fully finance four defined-benefit pen-
sion plans, according to a Reuters report
quoting a PBGC spokesman. Those do not
include the 401(k) or stock option plans
that made up the bulk of retirement
packages for employees of the energy com-
pany.

The settlement “represents a significant
step toward preserving the benefits of par-
ticipants in Enron’s defined-benefit pension
plans,” Bradley Belt, executive director of
the federal Public Benefit Guaranty Corp.,
said in a statement.

The Houston-based newswire report
said that the PBGC had sued Enron in fed-
eral court in Houston in June to take over
operation of four pension funds covering
17,000 Enron employees.

Thousands of employees lost their retire-
ment plans when Enron collapsed into
bankruptcy in December 2001 after inves-
tors and lenders learned it had hidden bil-
lions of dollars in debt using deals kept off

its balance sheets.
Enron is selling its US pipelines opera-

tions, CrossCountry Energy, to Southern
Union and General Electric. A federal bank-
ruptcy court approved the deal Friday af-
ter the PBGC dropped objections because
Enron agreed to fund the escrow account.

The pensions that will receive the funds
are the Enron Cash Balance Plan, Garden
State Paper Pension Plan, Enron Financial
Services Pension Plan and San Juan Gas
Company Pension Plan.

Under a settlement announced in May,
Enron’s human resources committee and
several outside directors agreed to pay $85
million from fiduciary insurance policies to
former Enron employees who lost billions
of dollars in the shares and stock options.

New Publication
Addresses Audit Issues
Arising From the
First-Time Adoption of
International Financial
Reporting Standards
To help auditors address reporting issues
arising from the first-time adoption of Inter-
national Financial Reporting Standards
(IFRSs), the staff of the International Au-
diting and Assurance Standards Board
(IAASB) of the International Federation of
Accountants (IFAC) along with staff of pro-
fessional accountancy bodies, national stan-
dard setters, and audit firms have prepared
a series of key questions and answers in a
document entitled First Time Adoption of
IFRSs — Guidance for Auditors on Report-
ing Issues. This publication, available elec-
tronically, may be downloaded from the
Other category under the bookstore on the
IFAC website at www.ifac.org/Store/.

The 2005 adoption in the European
Union of IFRSs, and the adoption of IFRSs
in other countries, have given rise to re-
quests for auditors to audit, review, or oth-
erwise report on various forms of financial
and non-financial information prepared by
entities during their transition from previ-
ously applied national accounting stan-
dards to IFRSs. Although not a pronounce-
ment of the IAASB or IFAC, the document
is being made widely available to help au-
ditors in those countries where these com-
mon issues are faced.

“This guidance includes detailed an-
swers to common questions regarding the
auditors’ report on information related to
an entity’s IFRS transition,” comments
IAASB Technical Director Jim Sylph. “It is
hoped that the guidance will assist audi-
tors in addressing some of the issues re-
lated to IFRSs transition and contribute to
greater consistency in audit practice.”

Auditors are invited to forward any comments
or questions that they may have on the ques-
tions and answers to Alta Prinsloo at
altaprinsloo@ifac.org. Comments received or
additional questions submitted will be consid-
ered by those who collaborated on this project
and, if appropriate, amendments to the guidance
processed or new answers developed.
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“The settlement represents a

significant step toward preserv-

ing the benefits of participants

in Enron’s defined-benefit

pension plans,”
Bradley Belt, executive director Federal

Public Benefit Guaranty Corp.,

AT
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Management Account-
ing Issues Addressed in
New IFAC Publication of
Award-Winning Articles
Articles of Merit: 2004, an award-winning
collection of international articles covering
topics of interest to professional accountants
in business, has been published by the In-
ternational Federation of Accountants’
(IFAC’s) Professional Accountants in Busi-
ness (PAIB) Committee. The publication
includes 10 previously published articles
which were selected by the PAIB Commit-
tee as part of its annual Articles of Merit
Award Programme for Distinguished Con-
tribution to Management Accounting.

The winning article in the 2004 compen-
dium is Ensuring Ethical Effectiveness by
Randy Myers, first published in the Ameri-
can Institute of Certified Public Accountants’
(AICPA) Journal of Accountancy. The article
examines the requirements under the US
Sarbanes-Oxley Act for publicly traded com-
panies to disclose whether they have adopted
a code of ethics for their senior financial of-
ficers and explains how to draft such codes.

Other award-winning articles include
such topics as risk management, the finance
function, intellectual capital statements, the
emergence of a new set of management ac-
counting logic, and accrual accounting in
central government. These articles were
first published in Journals of CMA Canada,
the Institute of Chartered Accountants in
England and Wales, the Institute of Man-
agement Accountants (US), Chartered In-
stitute of Management Accountants (UK),
and the Chartered Institute of Public Fi-
nance and Accountancy.

Articles of Merit: 2004 may be downloaded from
the IFAC online bookstore at no charge. Print
copies may be ordered through the bookstore
for a fee of US$25.

AT

International Study
Recommends Actions
to Achieve Convergence
to International
Standards
A new international study, commissioned
by the Board of the International Federa-
tion of Accountants (IFAC), identifies the
challenges to adopting and implementing
International Financial Reporting Stan-
dards (IFRSs) and International Standards
on Auditing (ISAs) and recommends ac-
tions to be taken by all those in the finan-
cial reporting supply chain to achieve con-
vergence to international standards. En-
titled Challenges and Successes in Imple-
menting International Standards: Achiev-
ing Convergence to IFRSs and ISAs, the
study also provides examples of success-

ful adoption and implementation to serve
as models for other countries.

The study was prepared by Peter Wong,
a former member of the IFAC Board and
former president of the Hong Kong Insti-
tute of Certified Public Accountants.

Wong, supported by senior IFAC staff,
conducted interviews and focus group
meetings with international regulators,
standards setters, representatives of IFAC
member bodies and regional accountancy
organisations, as well as preparers, audi-
tors, and users of financial statements. The
results of those discussions resulted in the
identification of six primary challenges to
international convergence:
� The need to develop standards that are

capable of translation and to establish
processes that facilitate high quality
translations of the standard in order to
more effectively accommodate the needs
of non-native English speakers;

� Complexity and structure of the stan-
dards;

� Frequency, volume, and complexity of
changes to the standards;

� Challenges for small- and medium-sized
entities and accounting firms;

� The potential knowledge shor tfall
among those responsible for implement-
ing the standards; and

� Lack of a universal understanding of the
meaning of “international convergence.”

The report also addresses how some of
these challenges are being successfully
addressed by IFAC member bodies, na-
tional standard setters, and other entities.

“There is no question that globally con-
sistent and uniform financial systems pro-
vide cost-ef ficiencies to business and
greater safeguards to the public,” states
Wong. “It is for this reason that we need to
focus on creating globally consistent stan-

dards. As the study points out, achieving
this involves a concerted effort by all those
involved in the financial reporting pro-
cess.”

IFAC President René Ricol added: “An
important element of the study was on
identifying challenges faced by specific
sectors of the profession, particularly small
and medium-sized entities and accounting
firms and those working in developing na-
tions, in implementing the standards. We
are now better positioned to address these
issues.”

The study concludes with a number of
“Proposals for Actions by Stakeholders.”
Governments, regulators, international
and national standard setters, regional and
national professional accountancy
organisations, educational institutions, ana-
lysts, and investors as well as auditors and
reporting entities are strongly urged to
consider these proposals.

“An important element of the study was on identifying challenges

faced by specific sectors of the profession, particularly small and

medium-sized entities and accounting firms and those working in

developing nations, in implementing the standards. We are now

better positioned to address these issues.”

René Ricol IFAC President

The study will provide input to a Financial
Stability Forum roundtable on the implemen-
tation of international accounting and audit-
ing standards to be held in October.

To download the study, go to IFAC’s website.
www.ifac.org. Print copies are available on re-
quest by contacting the Publications Depart-
ment at +1-212-286-9344 extension 2103.

AT



70 ACCOUNTANTS TODAY • October 2004

Audit Firms
Registered with MIA
FROM 1 TO 31 AUGUST 2004

AUDIT FIRM’S NAME AF NO

PULAU PINANG

H. S. Wong & Associates 1554
4272 (1st Floor)
Jalan Kampung Benggali
12200 Butterworth
Tel: 04-323 1554   Fax: 04-332 6299

SELANGOR DARUL EHSAN

TK Tan & Co 1558
21B (Room 3), Jalan USJ 10/1C
UEP Subang Jaya
47620 Subang Jaya
Tel: 03-5632 7601   Fax: 03-5633 4531

WILAYAH PERSEKUTUAN

Rahim Hamid & Co. 1555
11th Floor, Wisma Sime Darby
Jalan Raja Laut
50350 Kuala Lumpur
Tel: 03-26982584   Fax: 03-26949773
e-mail: abdul.rahim.hamid@my.pwc.com

Non-Audit Firms
Registered with MIA
FROM 1 TO 31 AUGUST 2004

 NON-AUDIT FIRM’S NAME NF NO
JOHOR DARUL TAKZIM

A.F. Chan & Co. 0559
3, Eastern Garden
85000 Segamat
Tel: 07-943 2436   Fax: 07-943 2657
e-mail: af_chan@hotmail.com

K.P. Low & Co.                                         0558
106-2, Jalan Rosmerah 2/17
Taman Johor Jaya, 81100 Johor Bahru

SELANGOR DARUL EHSAN

Ruche Associates 0557
B-708, Block B, 7th Floor
Kelana Square, 17, Jalan SS 7/26
47301 Petaling Jaya
Tel: 03-78064020   Fax: 03-78064030
Tel: 03-33452812   Fax: 03-33452811

VS Naga & Associates 0561
Suite 1, No. 4, 3rd Floor,
Jalan Pulau Pinang 3
Pusat Perniagaan NBC, Jalan Meru
41050 Klang
Tel: 03-33452812   Fax: 03-33452811
e-mail: naga74@tm.net.my

WILAYAH PERSEKUTUAN

CHT & Associates 0560
155-A, Jalan Besar, Kepong
52100 Kuala Lumpur
Tel: 03-62749390   Fax: 03-62749390

M E M B E R S ’  U P D A T E

Robert Seenivasan & Co 0562
No 20-B, 2nd Floor
Lorong Bunus 6
Off Jalan Masjid India
50100 Kuala Lumpur
Tel: 03-26918472
e-mail: robertseenivasan@hotmail.com

New IAASB Exposure
Drafts Focus on Clarifying
Professional Standards
and Improving Audit
Documentation
The International Auditing and Assurance
Standards Board (IAASB) of the Interna-
tional Federation of Accountants (IFAC)
approved two new exposure drafts (EDs)
for release: Proposed Policy Statement on
Clarifying Professional Requirements in In-
ternational Standards, and a revision to In-
ternational Standards on Auditing (ISA)
230, Audit Documentation. Both docu-
ments recommend changes that will con-
tribute to the improved quality and consis-
tency of audits.

Clarifying Professional Standards
The ED on Clarifying Professional Re-

quirements in International Standards re-
affirms the IAASB’s belief that the use of
clear, concise, consistent, and definitive
imperatives is essential to the consistent
application of international standards. It
does this by defining two categories of pro-
fessional requirements — ‘requirements’
and ‘presumptive requirements’ — and the
corresponding language to be used in pro-
nouncements. A requirement, to be ful-
filled in all cases, would be identified by
the word ‘shall’ and a presumptive require-
ment by the word ‘should’.

In addition, the IAASB recommends that
the use of the present tense be discontin-
ued when referring to actions by the pro-
fessional accountant.

“International standards that are clear
and capable of consistent application
should contain no ambiguity about the pro-
fessional requirements that a professional
accountant must fulfill,” states John Kellas,
chair of the IAASB. “The proposed changes
are designed to achieve this goal.”

In addition to the ED, the IAASB has is-
sued a consultation paper, ‘Improving the
Clarity and Structure of IAASB Standards
and Related Considerations for Practice
Statements’, which seeks feedback on
whether there is a need to change the way
IAASB standards are drafted. Comments
on the exposure draft and related consul-

tation papers are requested by 31 Decem-
ber 2004.

Audit Documentation
The proposed revisions to ISA 230, Au-

dit Documentation, include clarification on
the form, content, and extent of audit docu-
mentation, guidance on changes to audit
documentation after the date of the
auditor's report, and matters to be consid-
ered in connection with confidentiality, safe
custody, and retention of audit documen-
tation. These proposed changes provide for

greater rigor in documentation of key au-
dit matters, which the IAASB believes will
ultimately drive improved auditor perfor-
mance.

An appendix to the exposure draft iden-
tifies additional specific audit documenta-
tion requirements set out in other ISAs.
Comments on this exposure draft are re-
quested by 31 January 2005.

All of the above-mentioned documents may be
downloaded from the IFAC website
(www.ifac.org) Comments may be submitted
electronically to EDComments@ifac.org.
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C O L U M N S   news from professional bodies

ACCA Malaysia organised an
ACCA Employers’ Lecture Se-
ries at Nikko Hotel recently.
This talk was part of the busi-
ness lecture series that ACCA
brings to accredited employers
and business partners.

In his Welcome Address,
Wee Hock Kee, Chairman of
ACCA Malaysia Employers’
Network (AMEN) said, “The
Employers Accreditation
Scheme is a scheme where
ACCA provides support, ex-
changes knowledge and devel-
opment guidance to employers
to help them achieve the best
possible training environment
for ACCA students and mem-
bers working in their organ-
isations. This arrangement sup-
ports our mission to share our
thought leadership and offer
quality continous development
programmes to members and
employers.

“To-date in Malaysia we have

ACCA Employers’
Lecture Series

175 accredited em-
ployers with ACCA.
And the number is
increasing as we re-
ceive more and
more support from
the employers.”

After the Wel-
come Remarks,
Wee then presented
cer tificates to 10
new ACCA accred-

AT

ited employers, namely, Alam
Flora Sdn Bhd, GB3, UEM
Group Management Sdn Bhd,
UEM Environment Sdn Bhd,
Quality Alam, United Engi-
neers (Malaysia) Sdn Bhd,
UMW Corporation Sdn Bhd,
Permodalan Nasional Bhd,
Swedish Motor Associates
(Volvo), Puncak Niaga and
Sony EMS.

After the certificate presen-
tation ceremony, Ernie Turner
delivered his lecture on “Build-
ing and Leading High Perfor-
mance Teams’. Ernie is the
Founder and President of LIM
(Leadership in International
Management), an international
consulting firm focussing on
people and business develop-
ment using Action Reflection
Learning™ principles. His
working experience includes
being an Executive Coach for
the last 25 years for a variety of
global companies.

Tay Kay Luan, Head of ACCA Malaysia
presenting a token of appreciation to Ernie
Turner

Participants listening attentively to the talk

NAfMA Best Practice
2004 Attracts Multinational
and Public-Listed Companies

The CIMA Malaysia Division
and the Malaysian Institute of
Accountants (MIA), joint
organisers of the National
Award for Management Ac-
counting (NAfMA) Best Prac-
tice conducted two workshops
in June and July this year for
potential participants. The ob-
jectives of the workshops were
to brief organisations on the
NAfMA application and sub-
mission processes and to an-

AT

swer any questions pertaining
to the award. A total of 34
organisations attended the
workshops. They included
Shell, Maxis, Maybank, Malay-
sia Airlines, Resorts World,
Tenaga Nasional, IBM World,
Pharma Niaga, CIMB, Nation-
wide Express, HiCOM Teck
See and PHN Industries.

NAfMA recognises compa-
nies with best practices in man-
agement accounting.

Participants will vie for three
types of awards — the Excel-
lence Award, Best Practice
Award and Practice Solution
Award. Assessment for the in-
augural NAfMA awards in 2004
is on- going and the awards pre-

sentation ceremony is sched-
uled to be held in December in
Kuala Lumpur.

Further information on NAfMA
can be found at www.mia.org.my/
nafma or www.cimaglobal.com/
malaysia.
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In light of the escalating impor-
tance of the self-assessment
tax system, CPA Australia Ma-
laysia Division recently
organised a media dialogue to
enlighten the public on the is-
sues and challenges associated
with the self-assessment tax
system. Seasoned tax profes-
sional, Dr. Veerinderjeet Singh,
was invited to give his take on
the subject focusing on meth-
ods to enhance tax compliance.

The dialogue focused on the
factors that led to the introduc-
tion of the self-assessment sys-

tem and the problems faced by
the public.

Dr. Veerinderjeet high-
lighted the need for the Inland
Revenue Board (IRB) to con-
duct a behavioural research to
understand the needs and pref-
erences of the taxpayers. The
need for the IRB to embrace
technology and become more
service-oriented was also ad-
dressed.

The dialogue which drew ac-
tive press participation, was at-
tended by representatives from
almost all the local English and

Assessing the
Self-Assessment Tax System

Dr. Veerinderjeet accompanied by Nik Hasyudeen fielding questions
from the press.
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Malay dailies and business pa-
pers. Also present at the dia-
logue was Nik Hasyudeen Nik

Yusof, the Executive Chairman
of Khairuddin Hasyudeen and
Razi (KHR).

The CIMA Toastmasters Club held their 2nd Toast-
masters Installation Ceremony 2004/2005 recently at
the Kuala Lumpur Golf & Country Club. With their
theme “Turning Dreams Into Reality”, Exco members
of the CIMA Malaysia Toastmasters Club were in-
stalled in a simple ceremony by Advanced Toastmas-
ter Silver, Rama Murthy, who is the Area C1 Gover-
nor.

The opening speech by the Deputy President, of
CIMA Malaysia Division, Michael Eow, stressed on
the importance of communication. He said, “The art
of communication is the lan-
guage of leadership. Studies
have shown that the higher you
go up the corporation, the
greater your communication
skills are expected to be. Good
communication is as stimulat-
ing as black coffee, and just as
hard to sleep after”.

In her impromptu speech de-
livered with style and flair, Dis-
tinguished Toastmaster, Divi-
sion C Governor, LeeAnn Tang,
said that members who join the
Toastmasters Club must be

New Exco for
CIMA Malaysia
Toastmasters Club

Exco members taking their oath

Newly installed President and Toastmaster
of the year, Victor Cheong (right) receiving
his award from Andy Ching, Past President
of the CIMA Malaysia Toastmasters Club

clear on their reasons for join-
ing the Club and the benefits
they could get. By being part
of the Toastmasters Club, they
would grow in self-confidence
and realise their full potential
in public speaking.

Victor Cheong, the newly
appointed President of CIMA
Malaysia Toastmasters Club
2004/2005, said that he is fully
committed to members’ devel-
opment and improvement at
every meeting. He urged mem-
bers to come forward and learn
in a positive environment, to
develop communication and
leadership skills and to foster
self-confidence and personal
growth. Incidentally, Cheong
also won the Toastmaster of the
Year award.

Sharmini Ariaratnam ACMA,
Francis Chan FCMA and Jitesh
Kan Tilal Kothari AMCA re-
ceived the Competent Toast-
masters Cer tificates while
Crissy Lee ACMA received the
Best Attendance of the Year
2003/2004 award. AT
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In today’s global business envi-
ronment, governments provide
favourable tax climates to attract
new investments and retain busi-
ness operations. Similarly, exten-
sive tax and non-tax incentives
are granted as a way of attract-
ing foreign investments, which
in turn spur economic growth.

This was the main topic of
discussion at a recent Continu-
ing Professional Development
(CPD) seminar organised by
CPA Australia. Discussing on
“Tax Incentives & Double De-
ductions”, Harvindar Singh, a
Senior Manager attached to
Ernst & Young Tax Consultants

Creating a Favourable Tax
Climate for Foreign Investors

Sdn Bhd, brought the partici-
pants up to date on the current
tax incentives available to at-
tract foreign investors. About 20

Harvindar at one of his earlier talks held in Kuala Lumpur
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News from Professional Bodies

participants attended the semi-
nar, which was held at the Johor
Bahru Members’ Centre.

Harvindar outlined the prior-
ity industries identified by the
Malaysian government for tax
incentives and elaborated on
the seven different incentives

available
He also made reference to the

recent additions of double de-
ductions offered by the govern-
ment, which includes training of
handicapped employees and ad-
vertising expenses for Malaysian
brand name goods.
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The Institute of Chartered Ac-
countants in England & Wales
(ICAEW) has announced that
the ACA qualification will be
available in the Asia Pacific re-
gion, following a training part-
nership with a leading financial
education college in Malaysia.
The link with the Sunway Col-
lege in Malaysia aims to help
the Institute make the ACA
qualification the foremost pro-
fessional business qualification
internationally.

Sunway College in Malaysia
already has an excellent repu-
tation in training and has dem-
onstrated its commitment to fi-
nancial education over the past
decade by consistently produc-
ing prize-winning students. In
addition, the training partner-
ship will also help fulfil the Ma-
laysian government’s vision to

Malaysian Training
Partnership Announced
by ICAEW

Malaysia, ICAEW President,
Paul Druckman, said: “This is a
very exciting development for
the ICAEW. In today’s globally
competitive markets, it has be-
come vital to build a strong and

Sunway College, Tan Sri Dato’
Seri (Dr) Jeffrey Cheah, said,
“Our appointment is an achieve-
ment not only for Sunway Col-
lege but for Malaysia as a whole.”

“With our new status as a
degree-awarding university,
ACA students can be assured
that they will be receiving not
only quality education but the
best in educational facilities”
added Tan Sri Cheah.

YBhg. Dato’ N K Jasani, Chair-
man of the ICAEW Malaysian
Chapter, commented: “We are
honoured that the ICAEW has
chosen Malaysia. The qualifica-
tion will certainly contribute to
the country’s aspiration to be a
centre for educational excellence.
Our membership will also in-
crease and thus, help to preserve
the tradition of our members be-
ing at the forefront of the corpo-
rate and professional sectors.”

The ICAEW Malaysian chap-
ter supports 800 members lo-
cally and helps encourage the
training of ICAEW chartered
accountants in the country.

One for the album … (L-R) Lee Wang Keng, CEO of Healthcare and
Education, Sunway Group; Tan Sri Dato’ (Dr.) R.V. Navaratnam,
Corporate Advisor, Sunway Group; YBhg Dato’ Siti Hadzar Mohd
Ismail, Advisor to the MoF, Paul Druckman, President of ICAEW;
YBhg Dato’ N. K. Jasani, Chairman of ICAEW, Malaysian Chapter

have 60,000 qualified accoun-
tants by 2020. ICAEW mem-
bers are already represented at
the highest levels of business,
government and the profession
itself in Malaysia.

Commenting on the partner-
ship at the launch ceremony in

diverse accountancy profession
that can fully address changing
market needs. The Institute en-
joys close working relations with
many overseas professional bod-
ies and we hope this training
partnership is the first of many.”

Founder and Chairman of
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The Martian
A Martian lands to plunder, pillage and
burn. He goes up to the owner of the first

house he sees and says, “I’m a Martian just
arrived from the other side of the galaxy. We’re
here to destroy your civilisation, pillage and
burn. What do you think about that?”

The owner replies, “I
don’t have an opinion. I’m

a chartered accountant.”

Heart Transplant
The doctor comes to see his heart
transplant patient.

“This is good news. It is very unusual, but we have
two donors to choose from for your new heart.”

The patient is pleased. He asks, “What were their
jobs?”

“One was a teacher and the other was an accountant.”
“I’ll take the accountant’s

heart,” says the patient. “I
want one that hasn’t been
used.”

Cinderella
The accountant had just
read the story of Cinderella
to his four-year-old daugh-
ter for the first time. The
little girl was fascinated by

the story, especially the part where the pumpkin
turns into a golden coach. Suddenly she piped
up, “Daddy, when the pumpkin
turned into a golden coach,
would that be classed as income
or a long-term capital gain?”

Lost in the Desert
A man lands in a hot air balloon in
the middle of the deser t. Not
knowing his whereabouts he
looks around. Along walks another guy
so the balloon man asks “Excuse me, can
you tell me where I am?”

“Sure” says the other one “longitude
23’45”, latitude 34’12”.

“Oh,” says the balloon man, “you must be

an accountant”
“As a matter of fact, I am, how did you know?”
“Well, you just gave me a very precise piece of

worthless information.”
“ I see” says the accountant “and you must be a

consultant.”
“You are right, how did you know?”

“As long as you’re up in the air,
you seem to know where you’re
going, but as soon as you get down
to earth, you’re lost.”

The Tax Official
A Tax Official comes to a rural
synagogue for an inspection.

The rabbi is accompanying him. “So rabbi, tell
me, please, after you have distributed all your
unleavened bread, what do you do with the
crumbs?”

“Why, we gather them carefully and send them
to the city and then they make bread of them again
and send it to us.”

“Ah. So what about candles after they are burnt?
What do you do with the ends?”

“We send them to the city as well, and they make
new candles from them and send them to us.”

“And what about circumcision? What do you do
with those leftover pieces?”

The rabbi, wearily, replies, “We send them to
the city as well.”

“To the city!? And what do they send to you?”
“Today they have sent you to us.”

Who was the First
Accountant?
Adam. He got interested in figures,
turned the first leaf, made the first en-

tr y, lost interest after withdrawal,
buggered up the monthly accounts and

raised the first liability.

A C C O U N T A N T S ’  C O R N E R

… Counting on Humour

Laws of Accounting
Trial balances don’t

Bank reconciliations never do

Working Capital does not

Return on Investments never will
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When do accountants

laugh out loud?

When somebody

asks for a raise

Little Bo Peep
Accountant after reading a nursery
rhyme to his young child:
“No, son. When Little Bo Peep lost her
sheep that wouldn’t be tax deductible, but
I like your thinking”. AT




