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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Accountants Today welcomes original and previously unpublished contributions which are of interest to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 or Bahasa Malaysia and range from 2,500 to 5,000 words
(double-spaced, typed pages). They should be submitted in hardcopy and diskette (3.5 inch) form in Microsoft
Word or Lotus Wordpro. 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?
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Malaysia — Journeying To The Top

Only recently, Malaysia celebrated her 47th year of independence. Although
47 years is a relatively short period in a nation’s history, Malaysia has come
a long way, making strides politically, economically, socially and culturally.

Having come this far, the one thing that sets us apart from the rest of the world is
the racial and religious tolerance we Malaysians have for each other. In a world full of
strife, such harmony is not something that is easily found and therefore should not be
taken for granted.

All these years later, corporate Malaysia has taken a huge step forward as well. Our
country has become home to major corporations — local and foreign — that are in-
volved in a plethora of industries including information technology and high-tech manu-
facturing. There are regional headquarters and even shared services and out sourcing
centres that are housed in Malaysia which service operations around the globe.

Transforming slowly from the labour intensive economy that we used to be, Malay-
sia is well-poised for more good things –even the dream harboured by our leaders to
turn the nation into a regional hub for business and technology is perhaps not too far
off from being realised.

As Malaysians, we are a privileged lot. And come every National Day, we must not
forget our roots or where we come from. And we must never forget that the freedom
we enjoy today is a result of the toilings of our forefathers. But this does not mean that
we should grow complacent and adopt a lackadaisical mentality but instead, we must
strive to take our nation to greater heights and make Malaysia stand tall, even among
the most developed of nations.

Moving on, with this month’s AT we are pleased to bring you our special National
Accountants Conference 2004 (NAC 2004) issue. We have included several articles on
the topic with an emphasis on this year’s theme “Principle Centred Stewardship: Key
to Better Business.”

This year’s NAC aims to put forth the message that good leadership is firmly based
on having good principles and conformance to ethics which will have a positive im-
pact on businesses. It is all about going back to the basics, integrity at all levels to
avoid succumbing to the fate of corporate failures such as Enron and WorldCom.

Hopefully, you will find this month’s AT an interesting read, and we hope that the
sneak peak that we are providing of the NAC 2004 would pique your interest and spur
you to sign up as participants.

Finally, we would like to add that while the process of transforming the Institute’s
corporate image is ongoing, the new “face” of MIA is all set to be unveiled at the NAC
2004 Opening Ceremony. Be there to witness this significant event, and take a walk
down memory lane and a glimpse into the future with us.

We hope to see you at the conference.
Editor

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

What the Accountants Say
Find the ‘root cause’ instead
of just ‘reacting’
Dear Editor,
� I work for a manufacturing MNC with previous
experience in one of the four accounting giants.

There is much being said these days about bo-
gus accountants and tax consultants and how the
relevant authorities should “bring them to justice”,
“bring them to court”, “sue them”… the list goes
on. Might I be so bold as to point out that these
are merely ‘reactions’ to the issue at hand.

To be honest, I’m unsure how far we, or MIA
for that matter, have considered the root cause
of this problem.

The way I see it, bogus accountants and tax con-
sultants exist because there is a demand for them.
Owners of big businesses may be willing to pay big
bucks for the best in town — the big four, or the
second-tier for example. But what about the small
businessman? Just how much can he afford for
the services of accountants and tax consultants?
As a member of MIA myself, I find it a challenge
to keep my CPE points because of the cost involved.

Let us judge them by the quality of their work,
rather than by their paper qualifications or the vari-
ous licenses they hold. If they produce unsatisfac-
tory work, then by all means go ahead and pros-
ecute them. But what about those whose quality of
work is as good as the so-called licensed profession-
als? What if the IRB too is satisfied with their work?

I am of the opinion that instead of prosecuting
them, we should instead help them get the neces-
sary qualifications. Let’s face it, getting the nec-
essary qualifications is no easy task. Whether you
want to admit it or not, part of the ‘game’ is that
the early bird takes all. Then there’s the old boys
club scenario to consider too.

Now let us compare accountants and tax con-
sultants with doctors or lawyers. In the course of
my work, I have signed numerous business agree-
ments at lawyers’ firms without even knowing who
the lawyer is. To tell you the truth, some of them
look like fresh graduates. By that same token, I have
been examined by numerous locum doctors who
show-up from nowhere. Are they licensed profes-
sionals? They act in their own capacity. My ques-
tion is, how come everyone is silent on this issue?
Are we accountants second-class professionals?

I see it this way — it’s a question of social re-
sponsibility. How many legitimate tax consultants
or accountants would truly want to set-up offices
in rural areas? Who would visit these business

locations? Again I believe the issue of supply and
demand comes into play. The big four accounting
firms themselves would find it unprofitable to op-
erate their businesses in every nook and corner of
Malaysia! Regards — Kamarul A. Ngah

RAYMOND LIEW, Chairman, Editorial Board — “We
take note of your comments and as a licensed pro-
fessional myself, I have a problem agreeing with
your views. For a start, the IRB will not accept
any work signed by a non-licensed practitioner
and in any event, these unlicensed practitioners
are not permitted to sign any tax returns submit-
ted to the IRB as clearly stated on the tax form
itself. The article on “Bogus Accountants” was
meant to be educational as it spells out the re-
quirements “would be” practitioners need to have
to obtain a licence to practice as such. We under-
stand your personal experience with doctors and
lawyers, but in so far as the accountancy profes-
sion is concerned, we should practice a certain
degree of professionalism. I am sure your firm’s
financial statements are not signed by an unli-
censed practitioner otherwise the external parties
who may have an interest in the firm may not
place that degree of trust on the financial state-
ments. It is for this simple reason, that the Insti-
tute holds high regards for licensed practitioners.
In so far as supply and demand is concerned, be-
lieve you in me, there are licensed practitioners
from the smaller practices who will service every
nook and corner of Malaysia without having to
compromise their professionalism.

The Institute is well aware of and is continu-
ously working to eradicate unlicensed practitioners
but we need the support of the members as well as
members of the public. In the concerted efforts of
the Institute to stamp out any unethical practices,
MIA encourages all parties who are aware of this
problem to alert the Institute and other relevant
authorities for the appropriate action to be taken.
Furthermore, if an MIA member commits an act
discreditable to the accountancy profession, com-
plaints against such members will be referred to
the Institute’s Investigation and Disciplinary Com-
mittee. If found guilty, their names will eventually
be published in the national newspapers so that
the public can be aware of these members. For more
serious offenders, their practising certificate can
be revoked and they will not be permitted to prac-
tise as an accountant. For those who are not mem-
bers of the Institute but have misused the title of
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Letters & Comments

Accountants Today
Celebrates its 1st Anniversary!

ACCOUNTANTS TODAY is one
year old and that in itself is cause
for celebration! Dramatic changes

in the magazine have surprised a few,
raised eyebrows and received nods of ap-
proval from many. Well, that’s just the kind
of reaction we were seeking anyway!

Dramatic changes are risky. However
getting stuck in a rut is worse. When we
went about masterminding the new
ACCOUNTANTS TODAY, we put you, our
readers into focus. We brainstormed on
who you were … what your wants and
needs were … why you desired it and
where you’d look for it.

Then we set to work and a new maga-
zine was born. With a new name. A com-
pletely new look. A more comprehensive
content structure. A more reader-friendly
writing style.

With the transformation complete, the new
magazine was launched exactly one year ago.
According to the Chairman of the Editorial
Board, Raymond Liew, “The magazine’s new

August 2003July 2003 September 2003 October 2003 November 2003 December 2003

March 2004 April 2004 May 2004 June 2004 July 2004Jan/Feb 2004

“The magazine’s new name was changed to be

more relevant to the times and more attuned to

the content of the publication. We also worked

hard to send the right message to our readers and

therefore the content is more geared towards

preparing accountants for the challenges ahead.”
Raymond Liew, Chairman, Editorial Board

“From a PR standpoint, we wanted to publish a

magazine that would invite, inform and inspire

our readers.”

“… feedback has helped us improve where we

need to so we can continue to deliver the high

standards you have become accustomed to.”

Datuk Nur Jazlan Tan Sri Mohamed, Chairman, Public Relations Committee
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What the Accountants Say (cont’d from page 3)

Always a Pleasant Surprise!
� What a refreshing difference! Every cover sur-
prises and the content is fantastic. I especially en-
joy reading ‘Better Life’ and ‘Travel and Leisure’
which are clever deviations from the more tech-
nical issues of interest.  Great work, I love it! —
CK Yap (Practitioner), Kuala Lumpur.

name was changed to be more
relevant to the times and more
attuned to the content of the pub-
lication. We also worked hard to
send the right message to our
readers and therefore the con-
tent is more geared towards pre-
paring accountants for the chal-
lenges ahead.”

Chairman of the Public Rela-
tions Committee, Datuk Nur
Jazlan Tan Sri Mohamed, sums
it up by saying, “From a PR
standpoint, we wanted to publish
a magazine that would invite, in-
form and inspire our readers.”

Today, our goal is to stay on
the right track and maintain our
success. As such we hold
monthly editorial board meet-
ings to review articles for the
coming issue while doing post-
mortems for past issues. Our
yearly editorial board retreats
are also held so we can plan im-
provements for the year ahead.

In this regard, the readers’
survey has been invaluable as
are the numerous letters to the
editor that we receive every
month. Adds Nur Jazlan, “Your
feedback dear readers, has
helped us improve where we
need to so we can continue to
deliver the high standards you
have become accustomed to.
As you can see we are commit-
ted to excellence.”

As ACCOUNTANTS TODAY
matures with each passing
year, you can look forward to
an even more comprehensive
and prestigious magazine that
caters to the needs of the ac-
counting fraternity. Please
keep your suggestions and
comments coming as we value
your feedback. Besides, we feel
a tremendous sense of pride
when so many of you actively
participate in this process of
bettering ourselves and matur-
ing with grace.

Thank you, have a good read
and Happy 1st Anniversary! AT

accountants to mislead the public, the Institute would
lodge a police report for the breach of the title under
the Accountants Act 1967. Simultaneously the mat-
ter can be referred to the Accountant General’s Of-
fice for further action.

In addition, the Institute has recently set up a task
force chaired by the President to, among other things,
look into ways to tackle the issue of unlicensed prac-
titioners by proposing that the Institute be given more
clout to go after persons who misuse the title of “ac-
countants” to deceive business owners and members
of the public.

On the issue of who can be called an accountant
in the country, the Institute wishes to clarify that the
designation that carries the word “accountant” in
Malaysia is protected under Section 22 of the Ac-
countants Act 1967. Under this section of the Act, a
person is not allowed to practise accountancy or call
himself or herself an accountant unless he or she is

AT

registered as a member of the Institute. Therefore, it
is very important that any person who wishes to en-
gage the services of an “accountant” confirm that this
person is a member of the Institute. To obtain further
verification, one can visit MIA’s website at
www.mia.org.my to confirm if the person or firm
whose services he or she is seeking is duly registered
as an MIA member or a member firm.

As a regulatory body for the accountancy profes-
sion, the Institute’s work has ensured a high stan-
dard of credibility, transparency and ethical con-
duct among accountants practising within the
boundaries of Malaysia. The Institute regulates
professional standards, oversees qualifications and
professional development and applies a strict code
of ethics. The Institute will constantly monitor lo-
cal and international accounting developments and
consult regularly with government and regulatory
authorities. AT

 Medical Expenses and
Directors of Controlled
Companies : An Income Tax
Perspective
Dear Editor,
�   The article “Medical Expenses and Directors
of Controlled Companies : An Income Tax Per-
spective”  by Nakha Ratnam Somasundaram ap-
pearing in the May 2004 issue of ACCOUN-
TANTS TODAY was well-written and useful.

The Income Tax Act 1967 (as amended) [ITA]
does not limit the quantum of medical expenses
incurred by a company in paying for the medical
treatment of the company's staff and workers, in-
cluding its directors.The claim for medical expen-
diture incurred in the case of a controlled com-
pany in respect of the director (not being a service
director) however is a grey area.

A claim made under Section 33 of the ITA (as
an outgoing and expense wholly and exclusively
incurred during that period by that person in the
production of gross income from that source) may
or may not be challenged by the IRB (Inland Rev-
enue Board). There is also the possibility of a pen-
alty being imposed should the expenditure be dis-
allowed by the IRB upon an audit exercise.

Alternative claims (accompanied by the neces-
sary receipt and certification issued by a medical
practitioner) that could be considered include:

a) A personal claim under Section 46 (1) (g) of the
ITA whereby a personal deduction of up to
RM5,000 is made in respect of medical expenses
expended or deemed to have been expended by that
individual on himself or his wife or child who is
suffering from a serious disease (which includes
AIDS, Parkinson's Disease, cancer, renal failure,
leukaemia and other similar diseases).

b) If a child of the taxpayer (or director) incurs
and pays for the taxpayer's medical expenditure,
the child can then make a claim for a personal
deduction under Section 46(1)(c) of the ITA.
The maximum that can be claimed by each child
is RM5,000 for the relevant year of assessment.
In this case, the medical expenses are not re-
stricted to serious diseases.

Under Section 114(1A) of the ITA, the tax
practitioner's position has become very onerous and
there is an increased need to be more careful in
giving professional advice to taxpayers.

Please continue to feature more updates on tax
claims for medical expenses in future issues. Thank
you. — Paul Vijiendran Thambyrajah
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S P E C I A L  R E P O R T   GLCs

First, the two largest GLCs. Datuk
Abdul Wahid Omar was hand-
picked to lead Telekom Malaysia

Bhd while Dato’ Che Khalib Mohamad
Nor, Tenaga Nasional Bhd. They are both
well-known corporate figures.

The biggest of the shoes filled was that

Accountants and
Government-Linked
Companies
Accountants seem to be making news with the recent key

appointments at Government-Linked Companies (GLCs).

Some big corporate names have been entrusted with steering

major corporations, including the energy and the telecom

utilities. The fact that they happen to be accountants has not

escaped the attention of certain quarters.

What’s up? Has the Government finally yielded to number-

crunchers to resolve all the ills at GLCs? Well, probably not.

But accountants do seem to be making the cut thus far. A

quick scan of the list testifies to that.

“We want the GLCs to be the first-choice employers of the best

brains. We want people we hire to say they are proud to be work-

ing for GLCs … We will get the best Malaysian brains.”
Tan Sri Nor Mohamed Yakcop, Second Finance Minister

Datuk Abdul Wahid Omar Dato’ Che Khalib
Mohamad Nor

Azman Mokhtar Datuk Nur Jazlan Mohamed

of the Government’s strategic investment
arm, Khazanah Nasional Bhd. Here, the job
fell to a chartered accountant when Azman
Mokhtar was appointed as the Chief Ex-
ecutive Of ficer at Khazanah Nasional.
Later, another accountant made his debut
on the GLC circuit. Datuk Nur Jazlan Tan
Sri Mohamed, an Executive Committee
member of the Malaysian Institute of Ac-
countant, was appointed as a director to the
board of Telekom.

The industry, naturally, applauded the
Government’s move. In the last issue of Ac-
countants Today, it commented on the devel-
opment. “The Institute would also like to
extend its assurance to the Government that

it has chosen well as these newly elected cor-
porate leaders hail from a profession that is
steeped in traditional values such as honesty,
integrity, independence and objectivity in per-
forming their tasks,” it says in a ‘special note’.

Indeed, Wahid, Dato’ Che Khalib and the
other appointees to the GLCs deserve re-
spect. It had been reported that the selec-
tion process was  pretty stringent. No less
than Second Finance Minister Tan Sri Nor
Mohamed Yakcop had heaped praise on
them, albeit, indirectly. Fielding questions
in the Dewan Rakyat recently, he said: “We
want the GLCs to be the first-choice em-
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ployers of the best brains. We
want people we hire to say they
are proud to be working for
GLCs … We will get the best
Malaysian brains.”

What a time for accountants
to put their best foot forward.
When contacted on this issue,
most accountants highlighted
the fact that accountants who
take a holistic view or approach
would go far. To succeed, one
must be able to display a good
mix of hard and soft skills.
Among others, people manage-
ment plays an integral role.

Over and above that, accoun-
tants have the added advantage
of being able to read, prepare
and analyse financial state-
ments. “These financial skills
are a tremendous asset in man-
aging businesses,” says consult-
ant and tax adviser Dr.
Veerinderjeet Singh.

The proper application of the
managing skills will decide on
the performances of Wahid and
the others. Moving forward,
they will be operating under
environments different from the
past. This time around, the Gov-
ernment is bent on changing
the ball game. For starters, both
Wahid and Dato’ Che Khalib
joined the boards of the
country’s two major corpora-
tions on contract basis. Both
men received three-year con-
tracts, effective 1 July. This is
already a major departure from the past.

Also, they will be held accountable ac-
cording to a pre-set Key Performance In-
dicators (KPI). Nor Mohamed, the man
said to be responsible for some of these
drastic changes, had outlined what the
country was looking out for. Among oth-
ers, the policy encompasses a revamp of
GLC operations, including the use of KPIs,
performance-linked bonuses, incentives
and close monitoring by the Government
to sustain and upgrade performance.

Here, accountants are trained to handle
the situation. Beh Tok Koay, Executive Di-
rector, Deloitte Kassim Chan, says the in-

 “More and more, accoun-

tants are taking a bigger

role in managing today’s

business organisations,”
Beh Tok Koay, Executive Director,
Deloitte Kassim Chan

“Accountants are committed

to assist clients in enhancing

their competitive advantage.

They also provide business

solutions as well as assisting

in their implementation”
Nik Mohd Hasyudeen Yusof, Executive

Chairman, Khairuddin Hasyudeen & Razi

“These financial skills are a

tremendous asset in man-

aging businesses,”
Dr. Veerinderjeet Singh
Consultant and Tax Adviser

herent training received by accountants en-
sures that they are more than capable of
handling businesses. “More and more, ac-
countants are taking
a bigger role in man-
aging today’s busi-
ness organisations,”
he says.

Besides having the
technical skills, Dr.
Veerinderjeet says
“accountants are re-
quired to conduct themselves in accor-
dance with the highest standards of pro-
fessional behaviour. Hence, one cannot

overlook the fact that businesses
today require good strategists
whose skills are complemented
by professional training such as
those possessed by accountants.

With that in mind, one must
view the recent GLC appoint-
ments not merely from the nar-
row perspective of them being
merely accountants. The collec-
tive experience that they bring
to the table cannot be under-
stated. For example, the 40-year
old Wahid had his baptism of
fire, so to speak, during his ten-
ure as Managing Director and
Chief Executive Officer of con-
glomerate United Engineers
(M) Bhd (UEM). Two-years
younger Dato’ Che Khalib has
held a similar position at KUB
Malaysia Bhd.

And in the rapidly changing
business environment, profes-
sionals that keep themselves
beyond the curve will certainly
benefit. This, naturally, include
the men and women in the ac-
counting industry. “Accountants
are committed to assist clients
in enhancing their competitive
advantage. They also provide
business solutions as well as as-
sisting in their implementation”,
says Nik Mohd Hasyudeen
Yusof, Executive Chairman of
Khairuddin Hasyudeen & Razi.

Thus, accountants do not just
dabble in numbers. Their train-
ing involves exposure to a field

far wider than that. Generally, most accoun-
tants spoken to agree that it is that broad
approach covered in the training of accoun-

tants which enables
accountants, who are
provided with an op-
por tunity to be in-
volved in manage-
ment, to succeed in
being CEO’s.

“One must have
the exposure and

must be willing to adapt to situations as no
one circumstance lasts forever,” cautioned
one accountant.

“One must have the exposure

and must be willing to adapt

to situations as no one

circumstance lasts forever.”

AT
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The world can, perhaps, do with a
healthy dose of principle-centred
stewardship to counter the spate

of business collapse due to greed and cor-
ruption. Dubious strategies and phoney ac-
counting have contributed to the collapse
of big businesses like Enron, Worldcom
and many others.

Good business flourishes on good prin-
ciples and strong business values. Prin-
ciple-centred stewardship, based on time-
less principles, shows how goals of excel-
lence and total quality are able to express
an innate human need for progress in per-
sonal and organisational life.

And among these great principles is
trust. Trust is gained through mutual re-
spect and the leader’s ability to involve staff
in the whole process — from concept to
execution. Granted, it is easier said than
done. In an ever-changing world and ever-
changing values, gaining and building trust
is not an easy task.

“When trust is high we communicate
easily, effortlessly. We can make mistakes
and others will still capture our meaning.
But when trust is low, communication is
exhausting, time consuming, ineffective,
and inordinately difficult,” says Stephen R.
Covey, the author of Seven Habits of Highly
Effective People.

However, the restoration of trust is made
difficult by the failure to identify the under-
lying causes of the current problem in the
decline in trust. One aspect in the decline
in trust is related to the financial and ac-
counting scandals that has a direct impact
in undermining shareholders’ and employ-
ees’ present and future financial security, as
share prices and company values fall.

The other aspect is society and the per-
ception that many companies and individu-
als are motivated solely by money and
greed which has caused ripples of wider
public concerns about the impact of busi-
nesses on the communities in which they
operate. However no single action will re-

also on relationship and trust, which can
be lost far quicker than it takes to build.

The spate of international corporate
scandals over the past five years has damp-
ened public confidence significantly. The
resultant scandals have resulted in more
regulations, tightening of rules, enforce-

Principle-Centred
Stewardship:

Key to Better Business

“However, rules and governance, regulatory

enforcement and best practices whilst nec-

essary are not sufficient. The avoidance of

fraud or corruption also requires integrity

in the people entrusted with the responsi-

bility.”
Tan Sri Mohd Nor Yakcop, Second Finance Minister

“…accountants must always hold in the

highest regard the core values of the profes-

sion which include integrity, honesty, ob-

jectivity and independence. As guardians

of the financial truth, your practices must

at all times be based on these fundamental

principles which govern the profession…”
Datuk Dr. Abdul Samad Haji Alias, President, MIA

store these two types of trust.
Many high profile business failures were

the result of greed, poor corporate gover-
nance and lack of accountability. In other
words, no one took responsibility. Such fail-
ures can have a systemic effect, since busi-
ness is not all about price and products but

ment, changes and compliances to new ac-
counting standards. The number of new
regulations introduced over the past years
to combat fraud is unprecedented. This
includes detailed guidelines to ensure
more ethical management, transparent and
better disclosures.
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And as Second Finance Minister, Tan Sri
Mohd Nor Yakcop, pointed out in his key-
note address at the ACCA Centenary cel-
ebration in August “However, rules and
governance, regulatory enforcement and
best practices whilst necessary are not
sufficient. The avoidance of fraud or cor-
ruption also requires integrity in the people
entrusted with the responsibility.”

Likewise, president of the Malaysian In-
stitute of Accountants (MIA) Datuk Dr.
Abdul Samad Haji Alias says that accountants
must always hold in the highest regard the
core values of the profession which include
integrity, honesty, objectivity and indepen-
dence. He says that as guardians of the fi-
nancial truth, accounting practices must at
all times be based on these fundamental prin-
ciples which govern the profession.

There is a growing crisis of confidence
now for leaders and managers brought
about by rapid and radical cultural changes
within the world of work, the family, and in
the wider community. Few people have been
left untouched by these changes. We live in
an atmosphere of uncertainty, where cul-
tural norms have been challenged, taboos
broken, and in which it has become increas-
ingly difficult to be certain about anything.

The institutions and attitudes which stifled
creativity and enterprise, and made us so in-
flexible and uncompetitive in the past, did
however make life more predictable, and did
lay down norms of behaviour to which most
people conformed. Deregulation has done
more than liberate people from the impact
of bureaucracy, it has also cut growing num-
bers of people loose from the burden of so-
cial responsibility, and from the need to ad-
dress ethical and moral issues.

Trustworthiness and competence to-
gether provide the key to effective leader-
ship. It is understandable that attention in
recent times has focused almost exclu-
sively on competence and technique.
Trustworthiness is a much more challeng-
ing nettle to grasp, and one that has major
implications not just for managers, but for
organisations and the wider community.

Personal qualities, values, and character
provide an essential foundation on which to
build effective leaders. Potential employees
should be thoroughly screened and selected
almost exclusively on the basis of qualities
such as integrity and compassion. These

qualities provide a sound foundation on
which skills and techniques can then be built.

It is important to emphasise personal
competencies as an essential foundation
and context within which to appreciate and
develop other competencies. For those
whose qualities are considered below par,
they can be enhanced through training and
development at individual, team, and
organisational levels.

The company board and accountants are
central to restoring trust, both inside and
outside the organisation. It may be an up-
hill task but if companies take some steps

now to re-focus on a strong set of values,
better aligned with the broader community,
it is more likely to be perceived as a posi-
tive force for good.

Mohd Nor Yakcop hit the nail squarely
when he said, “Properly applied financial
reporting and auditing standards form the
bedrock foundation of a sustainable busi-
ness environment.”

Hence good governance, accountability
and transparency — both in the private sec-
tor and in the government are important.
“The business community must embrace val-
ues that are important to society as a whole.
These include sound ethics, high standards
and on-going investment in human resources
management,” said Mohd Nor Yakcop.

As investors and stakeholders become
more knowledgeable, the demand for evi-
dence that companies act responsibly will
become more pervasive. Soon non-financial

reporting, still in its infancy when compared
to the UK, Europe and US, will become stan-
dard practice here in Malaysia.

“Fighting fraud or corruption is also a
responsibility in business,” said Mohd Nor
Yackop, who will be delivering the keynote
address at the National Accountants Con-
ference 2004. Responsible business is dedi-
cated to creating value for stakeholders.
“To my mind, corporate fraud can never
be totally eradicated as long as human
frailty exists. Consequences of fraud are
destruction of wealth, loss of jobs and also
reputation,” he said.

All these efforts are part of the social con-
cerns for greater accountability and social
responsibility as well as integrity. And the
announcement by the Prime Minister on the
National Integrity Plan (NIP) and the for-
mation of a public ethics institute is a shot
in the arm in the fight against corruption
as society moves towards greater account-
ability and social responsibility.

Launched on 23 April, the NIP is the first
comprehensive long-term strategy to rectify
the “ugly Malaysian” image and reduce cor-
ruption, inefficiency, abuse of power, en-
hance the public sector image and enhance
business ethics by inculcating Malaysians
with a greater sense of right and wrong.

Hopefully these efforts will create a Ma-
laysian culture which has good values and
contribute to the internalisation of good
ethics and integrity, so crucial in the
country’s march towards Vision 2020. AT
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The mention of corporate scandals
conjures the names of failed corp-
orations such as Enron, Worldcom,

Parmalat and Vivendi among others. It
would not be far from the truth to say that
these failures have rocked the very core
of the assurance services industry.

The time for grieving however is over.
Reality has long set in and the profession
has already embarked on a major mission
to pick up the pieces, and address the prob-
lem areas.

While the industry experts arduously at-
tempt to determine what led to these finan-
cial debacles, there has been a silver lin-
ing to the cloud in the aftermath of these
collapses. Now more
than ever, there ex-
ists a heightened
need for stakehold-
ers to examine what
needs to be done to
avoid succumbing to
a similar fate.

A survey from the
Economist Intelli-
gence Unit, 2003
(www.kpmg.co.uk) is quoted as saying “top
management is spending more time on
governance now than it did in the previ-
ous year and more time is expected to be
devoted in the future.”

This resurgence to sound corporate gov-
ernance calls for accountability and stew-
ardship. It means going back to basics, fall-
ing back on fundamentals, of which prin-
ciples are core.

In addition, conformance to sound ethi-
cal practices requires strong stakeholders’
empowerment so that the pressure to bend
and break rules can be withstood. And cen-
tering one’s daily decision making on prin-
ciples will ensure business is conducted
ethically and profitably. It also translates
to business in the long term.

Accountancy is perhaps one of the pro-

nosaurs’,” says the conference organising
committee chairman Manjeet Singh.

“As organisers, we hope to send home
the message of principle-centred steward-
ship to participants”, he adds. “In addition,
a spin-off of the conference is that the in-
tense marketing campaign of NAC 2004 to
sell the conference also disseminates the
stewardship message to the MIA’s mem-
bership at large”.

Through the conference topics that di-
rectly support the theme, strong messages
are sent to the government, a major stake-
holder of the Institute, of Council’s con-
cerns over corporate governance and stew-
ardship issues.

Not long after the first flyer was sent out
to publicise the conference, the Prime Min-

C O V E R  NAC 2004

  N A T I O N A L  A C C O U N T A N T S  C O N F E R E N C E  2 0 0 4
2 0 0 4

NAC 2004: Integrity at all levels

Past Years NAC

 “top management is spending

more time on governance now

than it did in the previous year

and more time is expected to

be devoted in the future.”

By Anuja Ravendran

fessions that has borne the biggest brunt
as a result of these scandals with its image
being tarnished in the eyes of the public.
It would seem that accountants are seen
as more culpable because as the custodi-
ans of funds, it is they who hold the key
responsibility as guardians of the financial
truth apart from being those who ensure
the financial well-being of the company.

Industry regulators and professional ac-
countancy bodies have been assiduous in
their efforts to rebuild the reputation of the
profession and regain public trust. In fact,
part of the main agenda of these bodies
have been to raise the standards of corpo-
rate reporting and accounting practices in

order to prevent ac-
counting scandals
from happening.

Identifying the
theme

This set the tone
for the Malaysian
Institute of Accoun-
tants (MIA) in its ef-
for ts to choose a

theme for this year’s National Accountants
Conference (NAC). As the national regu-
latory body for the accountancy profession,
MIA has a responsibility in putting across
to accountants current issues affecting the
profession. And what better time to put
across corporate governance and steward-
ship related concerns than the NAC 2004.

Held annually, the NAC is a gathering of
more than a thousand accountants which
makes it the biggest conference for accoun-
tants in the country. Different themes have
been spotlighted every year.

“Taking present issues and challenges
within the profession as key areas to be
highlighted, the NAC’s organising commit-
tee decided to adopt a theme that reflected
winning management styles to avoid as far
as possible from becoming ‘corporate di-

NAC 2002 … The stunning Kris Dayanti
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ister announced the unveiling of the Na-
tional Integrity Plan (NIP). Manjeet feels
that it seemed as the committee had read
the Prime Minister’s mind. It was during
this time that the
National Integrity
Institute was also
launched.

“The topic of in-
tegrity was already
in our first plenary
session. The first
session sets the tone
of the conference.
The President of the
newly formed Insti-
tute, Y. Bhg. Datuk Dr. Sulaiman bin Haji
Mahbob will address the conference in the
first plenary session.”

Furthermore, to ensure that the topic is
aired sufficiently, it will be chaired by the
former Chairman of the Securities Com-
mission, now Senior Adviser to Ernst and
Young, Y.Bhg. Datuk Ali bin Tan Sri Abdul
Kadir and an academician and former poli-
tician from the Netherlands, Prof Eduard
Bomhoff. Prof. Eduard had served as a

Deputy Prime Minister of the  Netherlands.

NAC — The Brand
Manjeet says that the committee has

noted an increased
following amongst
MIA’s membership
with many coming
back to the confer-
ence annually. This,
he attributes to the
fact that the NAC
gives accountants a
chance to catch up
on the latest busi-
ness trends and eco-

nomic developments, refresh their knowl-
edge of standards, while networking and
socialising in the deluxe environs of five-
star hotels. This
trend, he says is ex-
pected to continue
and it augurs well
for both Council and
the Institute.

“The conference
is not just a good

“The conference is not just a

good revenue source but can

be a platform to call for

legislative reforms and send

messages to the stakeholders

of the Institute.”

revenue source but can be a platform to
call for legislative reforms and send mes-
sages to the stakeholders of the Institute.”

Also, in an ef for t at enhancing the
branding strategy of the NAC, a logo de-
sign intended to be used to brand the
event has been produced and will be fea-
tured in all promotional and information
materials.

The conference outlook
According to Manjeet, in the year 2002,

the turnout climbed sharply from some 800
to almost 1,500. In the following year, this
number was maintained. “We have set tar-
gets of 2,000 for the last two years and it
will be the same target this year.”

The attendance last year was 1600. The
committee is confident that a significant

improvement will
be achieved this
year with better
marketing. “With
luck we will achieve
the elusive 2,000
this year.” AT

The MIA President presenting Dato’ Dr. Ng Yen
Yen with a memento from the Institute during
the NAC 2003 Grand Conference Dinner

NAC 2003… Guest of Honour, Dato’ Dr. Jamaludin
Mohd Jarjis (centre) and MIA President Datuk
Dr. Abdul Samad Haji Alias (right)

NAC 2002 … Tan Sri Dato’ Haji Muhyiddin
Yassin (centre)  and MIA President Datuk Dr.
Abdul Samad Haji Alias (right)

NAC 2002 … Guest of Honour, Dato’ Mohd
Azlan Hashim being escorted to the Grand
Conference Dinner by Datuk Dr. Abdul Samad
Haji Alias

“We have set targets of 2,000

for the last two years and it will

be the same target this year …

With luck we will achieve the

allusive 2,000 this year.”
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SYSTEMS UNION SOFTWARE
Systems Union is a leading global provider
of integrated financial management and
business intelligence solutions. With 45

offices worldwide and an extensive partner network, our core
solution offerings include:

• SUNSYSTEMS financial management solutions
(www.sunsystems.com)

• MIS business intelligence solutions (www.misag.com)
• VISION reporting and analysis solutions (www.lasta.com)

SunSystems — our flagship solution — offers a broad range of func-
tionality which has been honed to perfection over the past 20 years. It
has become the solution of choice for complete and effective financial
and business management. We also offer a comprehensive portfolio
of Business Intelligence and Analytic Applications that easily integrates
with multiple financial, ERP and other business application systems.
That is to say, if you are in need of a business intelligence layer that
can link to, and extract data from, your current financial system and
other existing legacy systems, our solutions can deliver.

RTM
TV Malaysia started its early telecast on
1st March 1994 and started transmission
as early as 6.00 am. TV1, The Prime Chan-

nel introduced “Selamat Pagi Malaysia” (Good Morning Malay-
sia). TV2, The Golden Channel, later followed by launching “Mov-
ing On Two” in December 1996. The commencement of the early
morning telecasts also enable news and updates to be aired more
frequently. RTM’s News Centre which is fully computerised with
up-to-date editing and post-production facilities was able to pro-
vide this service. RTM will remain as the country’s prime broad-
caster and the best in the Asia Pacific Region. RTM mission is:
Towards suppor ting the country’s vision, towards providing
programmes to cater to the varied tastes of her audience, towards
ensuring a high standard of broadcasting, towards ensuring RTM
remains progressive and profitable, to be active in the international
scene, towards meeting and exceeding the expectations of her staff.

www.rtm.net.my

THE EDGE
The Edge is Malaysia’s best selling
business and investment weekly
newspaper. It was launched in 1994

and today has an audited circulation of 18,450 copies per issue as

A Word on our
Prominent Sponsors

at Dec 2001, with a readership audience in excess of 100,000. The
weekly covers corporate, investment, real estate, lifestyle and tech-
nology business sectors. The Edge’s readers are predominantly
professionals, businessmen and women, corporate executives,
capital market professionals, and upper income and high net worth
individuals. The weekly is distributed nationwide via newsstands
and by paid subscription. The Edge Communications Sdn Bhd,
publisher of The Edge, also publishes Personal Money, a monthly
magazine on personal finance.                    www.theedgedaily.com

DIRECT ACCESS
Direct Access, a division of
Southern Bank Berhad is
Malaysia’s first 24-hour direct

banking service provider. We offer customers complete banking con-
venience, 24 hours a day, 7 days a week via phone, fax, or Internet. We
also offer true personalised services for our customers. At Direct Ac-
cess, each call will be attended to by a qualified Account Relations
Officer, who is ready to assist you. In Direct Access, quality is our
business. Direct Access has embarked on a journey of consistent quality
services since its inception in 1995 and this effort was rewarded in
1998 and 2001 when Direct Access was awarded the internationally
acclaimed ISO 9002 certificate from SIRIM. At Direct Access, you can
be assured of our best banking conveniences and that’s the way bank-
ing should be.      www.sbb.com.my

SAP SOLUTIONS
SAP is the world’s leading provider of business software solutions.

SAPÆ solutions are designed to meet the de-
mands of companies of all sizes-from small
and midsize businesses to global enterprises.

Powered by the SAP NetWeaver(tm) open integration and appli-
cation platform to reduce complexity and total cost of ownership
and empower business change and innovation, mySAP(tm) Busi-
ness Suite solutions are helping enterprises around the world
improve customer relationships, enhance partner collaboration
and create efficiencies across their supply chains and business
operations. The unique core processes of various industries, from
aerospace to utilities, are supported by more than 25 SAP indus-
try solutions. Today, more than 23,400 customers in over 120 coun-
tries run more than 79,800 installations of SAPÆ software. With
subsidiaries in more than 50 countries, the company is listed on
several exchanges, including the Frankfurt stock exchange and
NYSE under the symbol “SAP.”                                www.sap.com

C O V E R  NAC 2004
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HRM BUSINESS CONSULTING SDN BHD
At HRM Business Consulting
Sdn Bhd (582069X) we trace

our roots to 1963 with the formation of a premier, local professional
services firm. In April 1990, HRM merged with Arthur Andersen
and became the largest professional services firm in Malaysia. In
July 2002 we were established as an independent consulting com-
pany. Principal Activities: The company is a professional service
provider of technology and management consultancy solutions. It
currently serves clients in the Government, Financial Services and
Telecommunications industries. HRMBC provides solutions in the
following areas:Strategy,Organisation Performance, Customer Re-
lationship Management, Supply Chain Management, Enterprise Ap-
plications, Software and Systems Integration.      www.hrmbc.com

KARENSOFT TECHNOLOGY BERHAD
Established in 1991, KarenSoft
Technology Berhad is a Malaysian
netcentric group of companies pro-

viding Extended Enterprise Resources Planning (ERP2) solutions.
Headquartered in Prai with branches in Penang and Petaling Jaya,
KarenSoft aims to be a leading ERP2 solutions provider in the Asia-
Pacific region. KarenSoft is an MSC-Status company and has been
listed on the KLSE Mesdaq Market since January 2003. Its flagship
product, KarenSoft ERP2 is the complete e-Business solution com-
prising seven cycles: Sales Distribution, Materials Requirement Plan-
ning, Logistic Management, Planning and Production, Financial Ac-
counting & Fixed Assets, Human Resources Information and Cus-
tomer Relationship Management. KarenSoft was also included in the
recent Deloitte Touche Tohmatsu’s Asia-Pacific Fast 500 (ATF500)
survey of Asia-Pacific’s fastest growing technology companies. In this
survey, KarenSoft clinched the number six spot among the 13 Malay-
sian companies, which made the ATF500 and ranked number 119 out
of 500 companies in the Asia-Pacific region.        www.karensoft.com

PERMODALAN NASIONAL BERHAD
“Carving A Vision, Achieving Excellence”

Permodalan Nasional Berhad
(PNB) is one of the mechanisms un-
der the Government’s New Eco-

nomic Policy (NEP), specifically formulated to promote national unity.
Established in March 1978 with an aim to serve the Bumiputera com-
munity in particular, PNB has evolved to be one of the largest invest-
ment institutions in the country, with stakes in more than 300 invest-
ment companies, representing major sectors of the economy. With 10
unit trusts under its management, PNB now appeals to Malaysians
from all walks of life, with over 44 billion units in circulation mobilised
from more than 8 million account holders. With professional fund man-
agers, sound corporate governance and prudent decision-making, PNB
focuses on maximizing its competitive edge and embarks on a long-
term integrated investment education programme in striving for a
better future for the people and the nation.                  www.pnb.com.my

TRUE NORTH GROUP
True North Group (TNG) is a global consulting firm having trained
thousands of accountants across 8 countries. We believe accoun-
tants are ideally positioned to deliver management consulting ser-
vices, and we specialise in providing practical training and tools for
accountants wishing to expand their skills set. Importantly, TNG is
not just a training organisation. We work “hands on” with business
clients, so you can be assured we only teach from real life consult-
ing experience developed and successfully applied in the field. With
the Malaysian office established in 2002, we are excited to be asso-
ciated with the MIA in expanding our services throughout Malay-
sia. We are excited because of the huge opportunities created for
those accountants who choose to build on their financial skills, and
move to the next level.              www.tng-global.com

ABX EXPRESS (M) SDN BHD
ABX Express (M) Sdn Bhd, a wholly
owned Bumiputera Enterprise, is in the
business of providing Domestic & Inter-

national Door to Door Express Delivery Services, Courier Ser-
vices. ABX’s commitment to excellence has contributed to the
Company’s growth and currently it is the fastest growing carrier
in the industry. Since starting out in Labuan in 1984, the Com-
pany now services the whole nation through their own network
of more than 60 Service/Express Centers, with a team of 750
skilled staff and a link to a worldwide network serving more than
200 countries. ABX Express is the only local company linked to
an International Network called Global Distribution Alliance
(GDA), which is the 5th International Network in the world to-
day. ABX and UTS Logistics, a subsidiary, are the first two Com-
panies ever in Sabah to be accorded the prestigious 5S Certifica-
tions by NPC in 2002. ABX’s Vision is “To be the BEST by Ensur-
ing that THE CUSTOMER is at the Centre of Everything We Do
in Delivering Satisfaction Worldwide.    www.abxexpress.com.my

CODA PLC
CODA is a leading global provider of award-
winning, best-of-class, unified ledger ac-
counting systems and versatile financial

analysis tools that support enhanced performance management.
Founded in 1979, CODA employs more than 550 people and de-
livers global sales, service & support through its own offices, to-
gether with a carefully selected network of partners, it has over
2,500 customers worldwide and across all industry sectors. CODA-
Financials our global, ‘multi-everything’ enterprise accounting
software solution is fully browser-enabled and it is ideal for dis-
tributed or centralised, single-instance implementations and for
shared services environments. CODA-Intelligence delivers per-
formance management information to all levels of the organisation
as reports, cubes, indicators and/or scorecards.

www.coda.com
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Accountants can look forward to an

enlightening time at the NAC 2004 as a

professional accountant turned technopreneur,

a marketing guru and an adventurer take

centrestage as guest speakers.

Hermawan Kartajaya
He has won accolades from the likes of Al
Reis and Warren J. Keegan for his expert
analysis, in-depth knowledge and strategic
thinking. He has been referred to as the
Guru of Asian marketing. Born in Indone-
sia but with a vast travel and learning ex-
perience worldwide, Hermawan Kartajaya
indeed brings a unique marketing perspec-
tive to any conference.

Kartajaya is a strategic marketing con-
sultant and founder of MarkPlus & Co
in Indonesia. He is also the President of Asia-Pacific Marketing
Federation (APMF) and the Vice-Chairman of the World Market-
ing Association (WMA). His Sustainable Marketing Enterprise
model provides the foundation for building both sustainable econo-
mies and companies.

As one of Asia’s leading marketing strategists, it would be in-
teresting to note how Kartajaya views this year‘s National Accoun-
tants Conference with its focus on stewardship. Kartajaya in fact
is no stranger to crisis management. In 2000, he co-authored Re-
positioning Asia: From Bubble to Sustainable Economy with Philip
Kotler in which they analysed why the Asian crisis of 1997 oc-
curred. They also outlined what the governments and companies
of the region could do to develop more sustainably in the future.

This Indonesian marketing icon gained his first experience in
the world of marketing at PT Panggung Electronic, a JVC dis-
tributor. Later he moved on to a cigarette company PT HM
Sampoerna, where he was soon promoted to the position of dis-
tribution director. Equipped with his experience in the consumer
goods industry, i.e. in cigarettes and electronics, and a degree in
Economics from the University of Surabaya, Kartajaya then went
on to set up a consulting business, MarkPlus&Co in 1989.

While at MarkPlus & Co Kartajaya continues to develop his
knowledge by taking a series of executive education programmes
by various leading universities, such as Michigan, Harvard,
Wharton, Kellogg, INSEAD, and Columbia. At the same time, he
relentlessly communicated his ideas through articles, which he
routinely writes in major Indonesian newspapers, positioning
marketing as a strategy.

“My principle towards marketing is ‘simplifying the complex-
ity, not complicating the simple things’”, he likes to say. For this
year’s conference, Kartajaya is bringing his own brand of market-
ing to the forefront of accounting. “I’m going to talk about how
marketing can be used by an accountant to market himself or
herself both personally/professionally and at company level. I
think this year’s theme could not have come at a better time. Es-
pecially with the world going “dirtier and dirtier”, accountants
need to become more principle-based professionals today.”

Khoo Swee Chiow
With all its simplicity, Khoo actually de-
livers a powerful message when he says
“If I can climb Everest, so can you”. For
Khoo’s is a story of ordinary people do-
ing extraordinary things, and at this
year’s conference, his experiences will
be a motivating factor for the pursuit of
excellence for all individuals.

Khoo realised his dream as an adven-
turer when he first climbed Mount
Everest in 1998. A year later, he braved
the unforgiving cold of South Pole skiing for a distance of 1,125km
just under 2 months. In 2000, he became the first Southeast Asian
to complete the Seven Summits – the highest mountains on each
of the seven continents in the world. And when he reached the
North Pole in 2002, he became the first Southeast Asian and only
the fourth person in the world to complete The Adventure Grand
Slam – traversing the South Pole, the North Pole and the Seven
Summits.

These days back in Singapore, Khoo was active in giving moti-
vational talks to a wide range of audience, from schools to gov-
ernment agencies, corporations and non-profit organisations. He
also helped to raise funds for intellectually disabled children, Ac-

Motivator, Adventurer and
Netpreneur  take centrestage
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tion for Aids and other charities. This man of many hats then took
on the title of author when his first book, Journeys to the Ends of
the Earth, was published in 2003. In it, Khoo detailed his adven-
tures peppered with words of wisdom and encouragement that
would be a source of inspiration for many Asians.

This year, participants of the National Accountants Conference
are privileged to have this self-styled motivator take centrestage
as he shares his experiences of climbing Mt Everest, skiing to
the North and South Pole and the 7 Summits. Khoo will touch on
topics like vision, preparation for a challenge, courage, determi-
nation, risk-taking, and how to handle setbacks. He says, “When
one feels that his/her work is dr y, routine, mundane
and operational, it’s time to stop and take a step back. One of the
most important questions that one should ask is “What am I do-
ing on this Earth?” When you realise you only live once, you can-
not help but start looking at your life differently. Where does your
passion lie? Do you have the courage to be true to yourself? Do
you have the determination to finish the journey you started? This
will be my message to the participants.”

Aimi Aizal Nasharuddin
Perhaps no one understands the ac-
counting profession better than Aimi
Aizal. Prior to being the executive direc-
tor and co-founder of Skali Group, he
started his career as an accountant at
one of the “Big Four” accounting firms.
Since then, he has had an illustrious ca-
reer, with extensive experience in business, financial processes
and corporate exercises within highly competitive and niche mar-
kets and industries, including operations, restructuring and
reorganisation.

In 2002, Aimi was ranked as one of the Top 50 Malaysians likely
to move and shape Malaysia’s new economy in an influential list
compiled by the Edge, one of the country’s best-selling business
and financial publications. At Skali, Aimi oversees and guides
business strategy, including the high-potential but risky sectors
of online business and community development.

Commenting on the dot-com industry crash in 1997, Aimi once
said that entrepreneurship values is the key to any industry sur-
viving. This includes determination, perseverance, team-building,
adaptability to change and a bit of luck. Once this has been put in
place, then, all the key elements in business-building – business
focus, product and/or service development, marketing and sales,
unique value proposition, resource management, ROI, account-
ing, financing, cost management, and the building of team spirit
or corporate culture — will follow through.

As one of the speakers at this year’s National Accountants Con-
ference, it would be interesting to note how Aimi views the theme
of Stewardship, and of his experiences in nourishing business
relationships within any profession.

ABX Express (M) Sdn Bhd

Advance Infosyst Sdn Bhd

Applied Intergrators Sdn Bhd

Biztrack Business Solutions Sdn Bhd

Careware Systems Sdn Bhd

Century Software (M) Sdn Bhd

CIMA Malaysia Division

CODA Business Systems Sdn Bhd

Commerce Clearing House
(Malaysia) Sdn Bhd

Commerce International Merchant
Bankers Berhad

CTOS-emr Sdn Bhd

Digi Telecommunications Sdn Bhd

Direct Access

Faculty Of Accountancy,
Universiti Utara Malaysia

Franklin Covey Malaysia

Graduate School Of Management,
Universiti Putra Malaysia

HRM Business Consulting Sdn Bhd

Innovation Resources Group

Karensoft Technology Berhad

MYOB

Permodalan Nasional Berhad

Radio Televisyen Malaysia

SAP Malaysia Sdn Bhd

SAS Institute Sdn Bhd

Sweet & Maxwell Asia

Systems Union Software

Takaful Ikhlas Sdn Bhd

Telahin Enterprise Sdn Bhd

Telekom Malaysia Berhad

True North Group

Ultraworx Solutions

YGL Consulting Sdn Bhd

List of Confirmed Exhibitors
for NAC 2004

Motivator, Adventurer and Netpreneur take centrestage
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C O V E R  NAC 2004

Day 1 • Tuesday • 12 October 2004

8.00 - 9.00 a.m. Registration of Participants

9.00 - 10.00 a.m. Opening Ceremony.

Welcome address by: YBhg Datuk Dr Abdul Samad Hj. Alias
President, MIA

Keynote Address by: Y. B. Senator Tan Sri Mohamed Noor Yakcop,
Finance Minister II

10.00 - 10.30 a.m. Tour of Exhibition & Networking Session (break)

10.30 - 11.30 a.m. Plenary Session 1

Meeting Challenges in the New Era of Corporate Integrity

• Chairperson: Y. Bhg. Datuk Ali bin Tan Sri Abdul Kadir
Senior Advisor, Ernst & Young

• Speaker: Y. Bhg. Datuk Dr. Sulaiman bin Haji Mahbob
President, Institute Integriti Malaysia (MIT)

• Commentator: Prof. Eduard Bomhoff, Professor of Economics at
Monash University Malaysia, Former Cabinet Minister, The Netherlands

11.30 - 12.30 p.m. Plenary Session 2

Forum on “The Entrepreneur’s Mind”

• YB Dato’ Napsiah Omar, Former Cabinet Minister and
Chairperson of Women’s Institute of Management

• Tan Sri Dato’ Dr. Lau Ban Tin, Yong Tai Bhd
• Suzianna Wong-Svrcula, Piccolo Mondo Restaurant Chain
• Aimi Aizal Nasharuddin, Executive Director & Co-founder of Skali Group
• Moderated by Norina Yahya

12.30 - 2.00 p.m. Lunch

2.00 - 3.00 p.m. Plenary Session 3

Super Branding and Marketing Financial Services

• Hermawan Kartajaya, President, World Marketing Association (2002-2004)

3.00 - 4.00 p.m. Plenary Session 4

Of Toughest Peaks and Harshest Landscapes — Talk Show

• Facilitor: Yasmin Yussof
• Khoo Swee Chiow, Grand Slam Adventurer
• Dato’ Nordin Baharudin, Council Member, MIA

4.00 - 4.30 p.m. Tour of Exhibition & Networking Session (break)

4.30 - 5.30 p.m. Special Concurrent Sessions

Training to be a Trainer, K. C. See, Quest Consulting
Study Techniques From 12 World Academic Records Holder

Prof. Dr. Chin Yew Sin, Principal, MacAcademy Sdn. Bhd.

7.30 - 10.30 p.m. Grand Conference Concert & Dinner

Merdeka Hall, Level 4, Putra World Trade Centre

Technical
  Programme

Note: The above programme is correct at the time of printing and may be subject to change.

Day 2 • Wednesday • 13 October 2004

9.00 - 9.45 a.m.
Concurrent Session 1A Fair Value Accounting and Business Competitiveness

Richard Martin, Head of Financial Reporting, ACCA
Concurrent Session 1B Dispelling the Myth over Performance Linked

Compensation — Realigning Corporations Towards

Productivity

Andrew Lee, HRM Business Consulting Sdn Bhd
Concurrent Session 1C Understanding Triple Bottom Line Reporting

Susanne Cooper, Executive Environmental Planner
Sinclair Knight Merz

9.45 - 10.30 a.m. Tour of Exhibition & Networking Session (break)

10.30 - 11.15 a.m.
Concurrent Session 2A Corporate Taxation and Governance: Clearing the Haze

Dr. Veerinderjeet Singh, Council Member, MIA
Concurrent Session 2B Growth through Innovations

Pranay Mital,
Director of SMB Operations, SAP Asia Pacific

Concurrent Session 2C Strategic Enterprise Management: Answering the

Challenge of Performance, Governance and Responsibility

Dr. Martin Fahy, CIMA’s SEM Round Table

11.15 - 12.00 noon
Concurrent Session 3A Business Process Outsourcing (BPO) — The Good,

the Bad and the Ugly!

Abdul Hamid Sh. Mohamed
Executive Director, Symphony House Bhd

Concurrent Session 3B Securing Your IT Network & System

Wong Joon Hoong
Country Manager, Trend Micro Malaysia Sdn Bhd

Concurrent Session 3C Accountant: Leading By Situations from “Leadership

and The One Minute Manager”

Kenneth Blanchard and Kamal Megat Gaafar

12.00 - 2.00 p.m. Lunch

2.00 - 2.45 p.m.
Concurrent Session 4A Forum on “Combating Terrorism Financing”

Concurrent Session 4B Re-Programming Habits & Skills for Exceptional Results

Stuart Tan, Master Trainer, Neurolinguistic Programming
Concurrent Session 4C Innovative “Talent Development” Practices For Employers

Dr. R. Palan, Chairman,
Specialist Management Resources Group

2.45 - 3.30 p.m.
Concurrent Session 5A to be identified
Concurrent Session 5B Principle-Centred Relationship : Key to Successful

Work and Personal Life

Mohd Radzi Zainal, FranklinCovey Malaysia
Concurrent Session 5C Practical Tips in Receivables Management

S. Santhirasegaran, President,
Association of Credit Management, Malaysia

3.30 - 4.15 p.m. Closing keynote

Chairman of the Organising Committee

4.15 - 5.00 p.m. Close & Afternoon Tea
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From recent MIA roadshows, we
learnt that many practitioners
especially those from non-audit
firms and those who wished to

enter the restricted fields of audit and taxa-
tion, were worried about the ‘audit inter-
view’. They cited the increasingly rapid
changes to the rules and regulations that
included among
others, additional
members on the
panel. This they
said made it even
tougher for them to
pass the audit inter-
view.

The Institute has
organised numer-
ous forums and seminars to help members
better understand the processes of such
interviews and ‘would be’ practitioners
were encouraged to attend. Two articles
were also published in the September 2003
and March 2004 issues of ACCOUNTANTS
TODAY for reference.

Effective 17 August 2004, an additional

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

A must-read for

Audit Practitioner
Interviewees
Important amendments
you must be aware of!

By Raymond Liew

member, Bank Negara Malaysia (BNM)
has been introduced to the panel of inter-
viewers. As such I will provide some guid-
ance as to the areas to prepare for before
attending the interview.

For starters, please read the previous
two articles to understand the ‘do’s’ and
‘don’ts’ including the basic preliminaries
and formalities of the interview proper.

You will face the following representa-
tives on the panel of interviewers:

� Chairman of the Interviewing Board
A representative from the Ministry of
Finance (MOF)

The interview normally kicks-off with the
Chairman of the panel introducing each of
the interviewers and explaining their re-

spective roles, fol-
lowing which you
will then be required
to introduce yourself
in Bahasa Malaysia.
Please do not worry
unduly as it is only
customary to do so
since being a Malay-
sian, you are ex-

pected to at least be capable of simple con-
versation in our national language. Again, I
must reiterate that there are no marks for
any inefficiency in the national language.

This initial process will normally take
around five minutes to warm you up for the
interview proper, so relax and go with the
flow.

� Companies Commission of
Malaysia (CCM)
To be able to respond fully to the ques-

tions raised by the CCM representative,
you must understand the Companies Act
1965 or at least the various sections affect-
ing Auditors and Tax Agents. Please do not
underestimate the importance of the pro-
visions in the Companies Act 1965 as the
responsibilities of an Auditor relies funda-
mentally on this Act prior to the introduc-
tion of the Malaysian Accounting Stan-

Shortly after my article, the

“Audit Practitioner Interview

Revisited” (ACCOUNTANTS
TODAY March 2004), further

amendments were made to

the rules and regulations of

the interview, in particular

the additional interviewer

with the panel.

“Effective 17 August 2004, an

additional member, Bank

Negara Malaysia (BNM) has

been introduced to the panel of

interviewers.”
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may be the substitute but all representa-
tives must be Audit Practitioners, currently
in practice.

As for the areas of coverage, you must
be familiar with the by-laws of the Insti-
tute that include the latest revisions (i.e.
15 January 2002), the Practice Review ef-
fective 1 January 2003 and the Profes-

and you are encouraged to attend at least
one of them.

� Treasury
The representative from the Treasury

is usually ver y easy going and if any
questions are asked, they are general
questions on treasury matters such as

dards Board (MASB).
A little tip for ‘would be’ practitioners is

to read and understand the fundamentals
of the Act instead of just taking it for granted.

� Inland Revenue Board (IRB)
In so far as the IRB is concerned, you

are required to understand at least the ba-
sic rules of the Self Assessment System
(SAS), its logic and sequence of events
starting with CP204 down to due dates and
penalties. Furthermore, you must be famil-
iar with the latest Budget (current Budget
2004) and the Economic Stimulus Package

2003. Articles pertaining to these can be
found in ACCOUNTANTS TODAY. So do
your homework.

� Malaysian Institute of
Accountants (MIA)
Normally, the representative is a Coun-

cil Member of MIA but the latest revision
is such that if a Council Member is not
available, a former Council Member will
take his or her place. Failing which, a mem-
ber of the Public Practitioners Committee

sional Independence ef fective 1 July
2004. Fur thermore, the Anti-Money
Laundering Act 2001 (AMLA) is to be-
come ef fective 30 September 2004 and
affects accountants, company secretaries
and lawyers.

You are required to fully understand the
above and the various provisions and ra-
tionales behind them including the issu-
ances of the MASB. There are currently
roadshows being conducted by the Insti-
tute between now till end September 2004

the market perception of economic
growth and basic government policies. If
you periodically read the daily newspa-
pers, you will not have any problem at
all.

� Securities Commission (SC)
commencing 2004
For the Securities Commission (SC),

you must be familiar with some of the lat-
est amendments to the Securities Indus-
try Act (SIA) and Securities Commission

“… you are required to understand at least the basic rules of the

Self Assessment System (SAS), its logic and sequence of events

starting with CP204 down to due dates and penalties.

Furthermore, you must be familiar with the latest Budget (current

Budget 2004) and the Economic Stimulus Package 2003”.
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A must-read for Audit Practitioners Interviewees

“The representative from Bank Negara Malaysia would cover the

basic areas of the Banking and Financial Institution Act 1989

(BAFIA) and that of the Insurance Act 1996, in particular the

guidelines issued to the various financial institutions.”

“At the end of the day, many fail the interview due to a lack of

preparation with the excuse that there simply is not enough time

to prepare … if you are not fully prepared for the interview,

it can be a daunting and disheartening experience, and may well

put you off from becoming an audit practitioner altogether.”

AT

Act (SCA) pertaining to whistle-blowing
provisions (as an example), latest case
events and case studies. Do read widely
especially on the current changes that af-
fect accountants such as in the case of Fi-
nancial Planning, ef fective 31 August
2004. For those who are unaware of it, ac-
countants who wish to practise as Finan-
cial Planners must be registered with the
SC first.

� Bank Negara Malaysia (BNM)
commencing August 2004
The representative from Bank Negara

Malaysia would cover the basic areas of the
Banking and Financial Institution Act 1989
(BAFIA) and that of the Insurance Act
1996, in particular the guidelines issued to
the various financial institutions. You are
required to understand the rationales be-
hind these guidelines. Remember to read
up on Non-Performing Loans (NPLs) and
the roles of Auditors relating to such is-
sues.

� Secretariat from the MOF
The Secretariat from the MOF will check

your credentials and verify the ‘correct-
ness’ of the documents you submitted prior
to attending the audit interview proper.

(Note: With immediate effect, members
intending to submit their application for the
audit licence interview are required to sub-
mit seven (7) sets of completed Borang A
and Borang B, which are to be sent to
Bahagian Analisis Cukai.)

Some of the reasons for failure in the
audit interview are:

� Incorrect completion of forms
The application forms are incorrectly

completed. There have been cases where
statutory forms were attested but signa-
tures of the applicants could not be found
on the forms!

� Answering an incomplete question
Answering the question before the inter-

viewer can finish asking — this is not only
disrespectful to the interviewer but you are
asking the interviewer to fail you since
your answer may not tally with the ques-
tion to be asked.

� Attentiveness
Some are unsure of the questions asked

and yet have tried to answer them with
the hope that they may ‘probably’ hit bull’s
eye. If you are unsure of a question, do
not be afraid to ask for the interviewer to
repeat it. Better to be sure of what you

are being asked and respond accordingly
than beating around the bush. Remember
if you are not sure of the answer, be truth-
ful and try to offer what you know with
an explanation of your understanding.
Avoid beating around the bush as inter-
viewers do find such an act ‘time wasting’.

� Note taking
In one particular case, we had an inter-

viewee taking notes there and then of ques-
tions being asked. This is unnecessary as
you are not attending a college lecture. Fur-
thermore, such action is very distracting,
as the interviewer would need to wait for
you to jot down the notes before you are
able to respond to it and it is very time con-
suming. Avoid doing this.

� Mobile phone
Recently, we had an interviewee who

found the process so nerve-racking she
answered her mobile phone before pro-
ceeding with the rest of the interview!
Does that mean that her phone call is more
important than her audit licence?

� Lack of preparation
At the end of the day, many fail the inter-

view due to a lack of preparation with the
excuse that there simply is not enough
time to prepare. If you are to take your fu-
ture in auditing practice seriously, you
must make time to be adequately prepared
for the interview!

Once again, do remember that if you
are not fully prepared for the interview,
it can be a daunting and disheartening
experience, and may well put you of f
from becoming an audit practitioner al-
together. But if you are serious in pursu-
ing the role of an Auditor, make sure you
fully understand the obligatory require-

ments of the above and believe you in me,
you will generally find the questions
asked during the inter view relatively
simple. In this regard, please give your-
self ample time to prepare for the inter-
view and do read ACCOUNTANTS TO-
DAY as most of the issues covered for
the interview are published for the ben-
efit of the Institute’s members.

To conclude … before you apply for the
audit practitioner interview, ask yourself
“Am I ready?”

(For the latest updates, please contact MIA
at 603-2279 9200.)

Raymond Liew is a practising Chartered Ac-
countant from Raymond Liew & Associates and
a Council Member. He is also a member of the
panel of interviewers for Audit & Insolvency
Licence at the Treasur y, representing the
Malaysian Institute of Accountants (MIA).
Website: www.raymond-liew.com
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According to CIMA’s research
report Data Warehousing and
the Management Accountant,
  the dawning of the ‘information

age’ has had considerable implications both
for organisations, and for accoun-
tants in business. Ever increas-
ing competitive pressures are
pushing companies to be more
integrated and flexible, particu-
larly in times of recession.

At the same time consumers
are becoming ever more de-
manding and discerning. In or-
der to meet perceived demands,
the need for information about
customers’ wants and prefer-
ences is growing. In an environ-
ment where change is both con-
stant and rapid, it becomes dif-
ficult to distinguish which is the
driving force — customer’s ap-
parent demand for ‘satisfaction’,
or the supplier’s eagerness to
fulfil (and perhaps even create)
this demand. Whichever, information and
its effective leverage have established ‘busi-
ness intelligence’ as critical for long-term
business success.

Consultants at the Gartner group (UK)
have defined business intelligence as ‘the
class of applications and tools by which end-
users without a high degree of computer lit-

eracy may access, analyse and act upon in-
formation.’ It may be explained further as the
practice of extracting from data systems
‘more’ than the data entered, and recognising
patterns that reveal interesting truths that

would otherwise remain obscure. However,
many companies find managing information
as a strategic asset difficult because they do
not store information centrally.

Companies collect customer and product/
service related data (for example sales led-
gers, stock records, returns and complaints)
as a matter of course. Often this is held in

databases accessed only by the department
to which it relates and information regard-
ing a single customer, transaction and prod-
uct can be spread across a number of differ-
ent and perhaps incompatible databases.
Whether a company is integrated internally
can be apparent to external view when staff
in one part of an organisation have to trans-
fer a call received from a customer to another
par t because they cannot access the
customer’s full details on their database.

Many large companies employ chief infor-
mation officers but medium-and smaller-
sized companies often rely on their manage-
ment accountants and/or others to manage
their information flow and storage. Accoun-
tants in business are key to making sense of

the collected pool of data — to
turn it into meaningful informa-
tion for decision support at dif-
ferent levels of an organisation.
Many companies that have in-
vested in data warehousing have
found that by combining and
storing the data in one corporate
database, they are able not only
to improve their decision sup-
port function but, through the ap-
plication of data mining and
other business tools, enhance
their business intelligence.

What is a data warehouse?
A data warehouse is a pool of

data organised in a format that
enables users to interpret data
and convert it into information to

gain knowledge from this interpretation. It is
a single place that contains complete and con-
sistent data obtained from multiple sources.

A data warehouse comprises numerous
‘bundles’ of data, each originating from a dif-
ferent source within an organisation. It is likely
that each bundle of data originated from de-
partmental operational databases and was

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

Data Warehousing
Improves Competitiveness
Where once entrepreneurs seized upon tangible assets

as the primary source of income generation, information
and its effective management have arguably replaced

such assets as the key source of competitive advantage,

in today’s predominantly ‘knowledge-based’ economy.

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

published in the October 2004 issue of Accountants Today.
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� Reporting systems not responding to, or
reflecting, changing corporate strategy;

� Lack of support for flexible organisational
structures and multi-dimensional reporting;

� Lack of support for planning and direc-
tion setting, and too much focus on in-
formation for (historical) tracking and
control purposes;

� Failure to provide support for cost reduc-
tion programmes;

� Lack of focus on performance drivers,
and customer facing revenue creation
processes;

� Lack of decision support for business
problem solving, business intelligence
and direction setting.
Part of the solution to the problem of poor

decision support lies in the creation of a data
warehouse. The data warehouse uses ex-
actly the same operational data as a tradi-
tional decision support function. Prior to
loading on to the data warehouse, the data
is consolidated, combined, ‘cleaned’, and ef-
fectively configured to provide a pool of in-
formation, the uses of which vary in com-
plexity according to end-user need.

Data mining
Data mining may be defined as the pro-

cess of selecting, exploring and modelling
large amounts of data to reveal previously
unrecognised patterns for business advan-
tage.

Data mining tools, once prohibitively ex-
pensive and largely the preserve of large
multinational corporations, have been sub-
ject to significant development and refine-
ment. These days considerable processing
power and effective data mining tech-
niques are available to relatively small busi-
nesses at much cheaper prices than before.
Data mining tools add value by:
� Analysing volumes of data too large and

complex for cost efficient analysis by the
human brain;

� Facilitating the detection of sometimes
unanticipated relationships between ap-
parently unconnected variables; thus

� Providing ‘new’ information and thereby
suggesting unexplored but potentially
profitable business growth.
By establishing database-powered web

sites, which instantaneously combine data-
mining capabilities with the mountains of raw
data names, addresses and customer infor-

mation collected with every customer/sup-
plier exchange, companies will realise a huge
competitive advantage. Data mining allows
companies to unlock the value of informa-
tion and boost efficiency and productivity.

Although the insurance and finance indus-
tries have already recognised the benefits of
data mining, this technology can be effectively
applied to many areas such as retail/market-
ing, banking, insurance and healthcare, trans-
portation/logistics and medicine.

Although there may be initial disincen-
tives to implement a data warehouse, (e.g.
the maintenance of integrity, security and
control of data, initial cost of the project,
staff related costs — training, information
overload, reorientation to new approach,
etc.), it is worth noting that many of these
are project management issues, rather than
problems of data warehousing itself.

Companies have cited the following ben-
efits of implementing data warehouse tech-
nologies:
� Wider access to information;
� Information available more quickly;
� Better understanding of the business;
� Increased accuracy of information avail-

able to users;
� Information more relevant to operational

managers;
� Increased responsiveness;
� Improved operational efficiency;
� Lower cost information provision;
� More targeted marketing;
� Improved quality of products/services.

In a climate where markets are becoming
more dynamic and less predictable, and where
the dawning of the information age has led to
the emergence of the ‘information-based’
organisation, the management of information
is viewed as a central, strategic issue. Where
information is a strategic organisational tool,
information management no longer remains
a support function, but has become a core fac-
tor for business success. A number of
organisations suffer from an inferior strate-
gic management process normally based on
poor decision-making resulting from low qual-
ity management information.

This is an excerpt from a Technical Briefing on
“Data Warehousing” published by the CIMA,
The Chartered Institute of Management Ac-
countants. Part 2 of the article on “Construct-
ing a Data Warehouse” will appear in the next
issue of Accountants Today.

AT
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accessed only by staff within that department.
Utilised to support the department’s function
and to meet departmental objectives, its use
was ‘operational’, rather than ‘informational’.
Combined, ‘cleaned’, and effectively config-
ured, such bundles of operational data form
the corporate data warehouse.

Technical characteristics
At a basic level, every data warehouse

comprises:
Data extraction and movement methods —
finding the source data from its current
location in the business information sys-
tems/departmental databases, extract-
ing the data and preparing, or ‘cleaning’
it for loading into the warehouse;
Connectivity software for client-server in-
tegration — front-end tools that can con-
nect to a variety of back-end relational
databases;
High performance relational database
management systems (RDMSs) — the
RDMSs should be capable of handling
large amounts of data, complex queries
and analytic processing.

Importance of data warehouses for
the business

Value-creating businesses rely on effective
decision-making. The decisions are depen-
dent, at least in part, on the business infor-
mation generated by internal and external
data. Correctly managed and analysed, this
data provides the information that is a vital
source of fact-based decision support.

The decision support function, and by im-
plication the management accounting and
control systems on which it has traditionally
been founded, has been criticised for its:
� Lack of strategic focus and failure to ad-

dress the information needs of wider
stakeholder groups;

� Absence of ‘balanced scorecard’ or multi-
dimensional approach and its focus
mainly on financial historical measures
of performance;

� Time inflexibility of reporting (for ex-
ample the focus on month/period-end re-
porting, rather than user need-lead re-
porting/analysis);

� Lack of transparency of important knowl-
edge and understanding of underlying
processes, which is often embedded in
poorly documented spreadsheets;
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Often in the course of my offi-
cial and non-official capacity,
I am asked about the valua-
tion of businesses and

projects. Often, I am amused by the terms
that we accountants use to calculate ‘Value’
and consequently, determine ‘Valuation’.
After almost 20 years, I must admit, at the
risk of losing my clientele, that I too am
completely bewildered by the myriad of
methodologies and terms applied in calcu-

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

Valuation in

M&A Scenarios:
Whacked by WACC, Discounted by DCF, Bitten
by EBITDA, PERsecuted
by hoRatio … and
many more

By Ramesh Rajaratnam

“Value is not intrinsic; it is not in things. It is within us; it is the

way in which man reacts to the conditions of his environment.

Ultimate decisions, the valuations and the choosing of ends, are

beyond the scope of any science.”
Ludwig von Mises

lating Value: WACC, DCF, EBITDA, PER,
NBV, NTA, MV, PBV etc. Every now and
then someone comes up with a new way
(or acronym) of calculating Value but how
many of us really understand these con-
cepts?

What is Value? And how does one decide
on Value? Ludwig von Mises, one of the

most influential capitalists of our times de-
scribed it as: “Value is not intrinsic; it is
not in things. It is within us; it is the way in
which man reacts to the conditions of his en-
vironment. Ultimate decisions, the valua-
tions and the choosing of ends, are beyond
the scope of any science.”

If Mises could say that, then why do we,
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presumably lesser-enlightened beings, try to even put a scientific
or mathematical formula to assess Value. But I guess, if we do not
agree on a common method, then there is no end to determining
Value as you and I know. A couple of years ago, a prospective
client told me that based on his accountant’s calculations, apply-
ing the Discounted Cash Flow (DCF) method, the RM 20 million
he was considering paying (borrowing partly) for an acquisition
would give him a payback period of about six years on his cost of
investment, better than the industry’s average of seven years.
Prima facie, this appeared to be a good deal? I told him to forget
the deal if that was the expected returns … I’ll tell you why later
in this article.

Given that an accountant’s work is almost as glamorous as a
pilot’s, especially in a singles bar; in layman’s term, I shall now
attempt to explain below the several easier common methods that
are used to value companies and, highlight some personal obser-
vations in each of these methods. Because doubting these well-
established methods will be considered sacrilegious, I’ll task you
with the questions, and you can be the judge?

Market Value (MV)
Where the shares of the company are listed, in essence, the

MV is simple to determine: Multiply the quoted share price of the
company by the number of issued shares. This reflects the price
that the ‘market’ is prepared to pay for the shares of the company,
at specific intervals in time.

This valuation is influenced by the condition of the share mar-
ket, the industry-specific issues and opportunities that are seen
for the company, and naturally, investor confidence in the market
as a whole. In mature markets, the price should reflect the inves-
tors’ sentiment of the ability of management to deliver a decent
return on the assets of the company. It is indeed arguably true
that the share price may also reflect the synergies that an expan-
sion (acquisitions, new lines, personnel etc) may bring — to an
extent, forecasting up Madam Zorra’s alley.

However, in more versatile markets, the fact that the Chairman
went to China to treat his inflamed piles may easily be spun by
the doctors to give the supposition of the company obtaining a
pharmaceutical concession in the Land of the Billion (= huge
pharma-care market for the company). The share price then shoots
up from a mere 16 sen to RM4 on an astronomical run — a mar-
ket capitalisation boost of 24 times. Question 1: Fair MV?

In most cases, the available ‘float’ (i.e. the shares that are actu-
ally traded freely in the market as opposed to the amounts con-
trolled, and hence not traded freely, by smaller groups of share-
holders) is usually in the region of 15 to 25 per cent of the total
issued shares of the company. This means that the ‘market value’
of the company is, ironically, controlled by the market price of the
smaller float rather than the larger untraded shares. In a hypo-
thetical situation, someone gaining control of a third of the free
float of, say, 15 per cent of Company X and having the cooperation
(not to sell their shares when the price is trading up) of the major
shareholders of Company X, can actually determine the market
value of Company X by chasing up the ‘market price’ of Company
X’s shares. So a fairly dormant Company X, whose 40 million (float

of 6 million) shares were quoted at RM 10 in day 1, would have
had a market capitalisation of RM 400 million. Then comes along
Mr. P who buys up two million shares in Company X from the
market — naturally because of the small free float, the share price
will move up, possibly by at least 33 per cent (provided that the
controlling shareholders do not sell), and the price of Company
X’s share closes at RM 13, an increase in Company X’s ‘market
value’ from RM 400 million to RM 520 million in eight trading
hours? And this phenomenal MV increase arose out of purchas-
ing a mere two million shares (five per cent of the paid up capital)
— who then, one may ask, controls the MV? Of course there are
laws to prevent this … Question 2: Fair MV?

No matter how sophisticated the markets are, never though,
does the market price ever reflect the ‘break-up value’ of the whole
company: The sum of the units are almost always, smaller than
the individual units, if separately listed; usually on the excuse that
the yield potential and risk profile of the spun off entities are dif-
ferent etc. Really? In a ‘spin off’ situation, the Board (let’s face it,
a few independents may be inducted to provide governance, and
protection for the new minority), bankers and virtually all stake-
holders would remain the same as the pre spin-off entity: Just
look at the recent spin offs locally, what’s the real difference? It is
almost as if, by consolidating the group’s operations for better man-
agement of its resources, the market penalises the company for
the ‘consolidation’ efficiency? Question 3: Fair MV?

The ability to spin off mediocre units of a company in a bullish
market has created false performance marks for many a CEO in
the developed economies. It’s only a matter of time (I am not say-
ing that it hasn’t been done yet) that such ‘wealth unlocking’
mechanisms are imported and rode on liberally, in our market:
ENRON was a classic example where presumably under perform-
ing units were spun off into Special Purpose Vehicles (SPV) and
traded in various forms. Think about this: If pursued, a debt of
RM 1 billion can be taken off the Balance Sheet, injected into an
SPV and by way of legally crafted investment means, brought back
into the Balance Sheet as an investment at, voila! Market Value?
For the accountant in you, it’s not hard to pass these net book
entries:

On disposal of debt to the SPV:

Dr. Balance Sheet – Loan from Banks RM 1 billion

Cr. Balance Sheet – Due to Investment Banks (IB) RM 1 billion

The IB then flogs this quality debt at an equitized value of RM 2 billion. The

company buys this debt paper, at the MV of RM 2 billion:

Dr. Balance Sheet – Investment in SPV RM 2 billion

Cr. Balance Sheet – Due to Investment Banks (IB) RM 2 billion

The IB passes back the ‘profits’ of equitizing to the company:

Dr. Balance Sheet – Due to Investment Banks (IB) RM 1 billion

Cr. Profit & Loss – Gain on ‘disposal’ RM 1 billion

The net effect: A (paper) gain of RM 1 billion due to spinning
off the loan into an SPV. The higher the leverage out and circuitry
of the SPV by the friendly IB, the higher the propensity for flog-
ging the equitized price: a ‘win-win’ for both the company and the
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IB. When this scheme fails, as it inevitably
would due to the gearing up effect in the
Balance Sheet, the masterminds would
have divvied up the ‘profits’ and long dis-
appeared. Accounting policies as they
stood then, would have allowed this. Ques-
tion 4: Fair MV?

Market Value Added (MVA)
At this point, it is worth bringing to at-

tention a related MV method of valuation
— Market Value Added (MVA): MVA is a
cumulative measure of wealth created by
the company for its investors. It is calcu-
lated by comparing the market value of a
company’s total invested capital with its
book value (adjusted for equity equiva-
lents) and can be summarised as follows:

MVA = [(shares outstanding x share
price) + (market value of debt)] – book value
of total capital invested

In layman’s term, the MVA represents the
difference between what investors could
take out of a company and the total capital
provided by shareholders and lenders, and
it is thus a measure of management’s suc-
cess in ‘adding value’ to the cash provided
by the company’s investors (Stern & Hahn
said something similar in 1994).

However, this is where I have a problem
with the practicality of the MVA concept.
In substance, the theory states that com-
panies (whose EVA is regularly positive)
should see “a growing MVA, as investors’
confidence grows in the company’s ability
to consistently deliver a return in excess
of the required risk-adjusted rate.” Bull!

Question 5: Because book value is al-
most always equal to par value, have you
EVA considered that poorly managed (as a
result, highly leveraged) but artfully pro-
moted companies would command a laugh-
able premium if such a sophisticated busi-
ness valuation theorem was applied to ex-
plain their rallying price?

Net Book Value (NBV)
Total assets minus total liabilities in the

company: Simple enough, right? Wrong —
while ‘penalising’ the business for all its’
known and estimated potential liabilities,
this method blatantly ignores the future
returns the assets can produce and is cal-
culated using staid (yes) accounting prac-
tices that do not reflect the real worth of

the business to someone who may buy it
as a going concern. In a more drastic varia-
tion, the NBV could be further reduced by
eliminating ‘intangible’ assets (e.g. li-
cences, brand names) to arrive at the Net
Tangible Asset (NTA) position of the busi-
ness. Question 6: Will Coca Cola ever ac-
cept that the name ‘Coke’ isn’t it after all?

On the flip side, there is a need for prag-
matism; if I paid RM 10 million for a busi-
ness with an NBV of RM 10 million, what is
the net benefit of my doing the deal? Look,
I might as well start from scratch to build
such a business (if practical) — at a cost
that I’d dare say, less. I would therefore ex-
pect to buy the business at a cost lower than
RM 10 million, to cover at a minimum, my
financing cost — versus his sweat equity.
Of course, if I were to buy it from my
brother, out of love, to continue the family
tradition in a business that I have been in-
volved in together with the rest of my fam-
ily, then maybe I would not feel so bad be-
cause there is a non-commercial element in
the valuation: The thinking behind the re-
cent bank consolidation perhaps?

Over the years, I’ve noticed some inter-
esting phenomena in NBV based deals
where simply put, caveat emptor prevailed
in favour of the Vendor, regardless of the
pre-acquisition Financial, Legal, Commer-
cial, Technical and Tax due diligences by
the Buyer:

where the bulk of the assets sitting in the
Target was originally purchased from the
Vendor’s private companies (especially
in cases where a foreign parent sells ma-
chinery to its Malaysian subsidiary, the
Target) and in such situations, the Book
Value to the Target was simply the ac-
quisition cost of those asset. Naturally, if
the parent had ‘passed on’ some costs
(known as transfer pricing) by inflating
the cost of the asset it sold to the Target,
being in a position of control, the parent
would have instructed the Target to ac-
count for the assets acquired at the ‘in-
flated’ cost. In the absence of a notice-
ably blatant inflation, the audited ac-
counts would have treated the acquisi-
tion cost as Book Value. Question 7:
Now would you consider this audited Book
Value as a ‘fair’ Book Value, from the per-
spective of the Buyer?

where the bulk of the specialised assets
sitting in the Target was originally pur-
chased from the Vendor’s private com-
panies and in such situations, the Book
Value to the Target was simply the ac-
quisition cost of the assets (see above).
Naturally, if the Vendor had under
stated some costs (again, transfer pric-
ing) by deflating the cost of the asset
he sold to the Target, being in a posi-
tion of control, the Vendor would have
instructed the Target to account for the
assets acquired at the ‘deflated’ cost.
In the absence of a noticeable under-
statement, the audited accounts would
have treated the acquired cost as Book
Value. In the post disposal period, when
the Buyer seeks to purchase the same
specialised machinery from the Vendor
(because the Vendor is the sole sup-
plier), the Buyer would have to pay, say
50 per cent more than the ‘inherited’
Book Value. Consequently, his cost of
production goes up by say, 20 per cent,
due to the revised direct manufactur-
ing costs arising from the higher priced
machinery’s depreciation. As a result,
his business may become unprofitable
or generate less cashflows than origi-
nally anticipated. Question 8: From
the perspective of the Buyer, hasn’t he
been whacked by the audited Book Value?

Taxes (both current and deferred) can
wreak havoc on Book Values in an M&A
scenario, where the Vendor may enjoy
certain tax benefits on specific assets
while the Buyer may not, or, when the
reorganisation of the business for the
purpose of the purchase by the Buyer,
results in the Buyer acquiring the same
assets with a different tax base than that
recorded, at Book Value, by the Vendor.
In both scenarios, his business may be-
come unprofitable or generate less cash
flows than originally anticipated as a
result of the loss (or reduced) tax ben-
efits on the assets inherited. Question
9: Once again, while the audited ‘Book
Value’ is the same, the real cash genera-
tion Value is different for the Buyer?

Fair value accounting — MASB 21 (yes,
another complex accounting standard
that we bean-counters formulated so

1

2

3

4
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that we can create more work for our-
selves…) requires the Buyer to account
for all assets and liabilities acquired at
‘fair value’, even if the Vendor originally
did not account for them as such in his
audited accounts. Question10: Do you
mean the Vendor was being ‘unfair to him-
self ’ by not recording them fairly previ-
ously; hey, it isn’t fair to the Buyer now to
have to take a write down on a previously
audited number?

DCF
The fun begins now. DFC uses the future

free cash flows of the company (after all li-
abilities and estimated costs have been cov-
ered) discounted by the company’s
weighted average cost of capital (‘WACC’
— the average cost of all the capital used in
the business, including debt and equity),
plus a risk factor measured by ‘Beta’. Beta
is a moderation adjustment that uses his-
toric data to measure the sensitivity of the
company’s cash flows, e.g. through cyclical
routines. This means that companies in
highly cyclical businesses or with fluctuat-
ing cash flows will have a high Beta (hence,
a higher risk weighted discount) to reflect
the volatility of their cash flow. The DCF
method appears to be, on the face of it, a
persuasive valuation tool because it focuses
on the cash generation potential of the com-
pany. (OK really, DCF: If you were to invest
RM 2 million today, you would expect to get
your original invested capital plus a premium
back, by way of yields from your investment,
within a reasonable period of time, taking into
account inflation and interest rates).

A fundamental assumption in the DCF
formula is that the annual cash flows will
be distributed to the shareholders in
‘weightage’ to their holdings. However, in
the real world, in leveraged acquisitions
(i.e. when you buy a Target using your own
money plus Other People’s Money (OPM))
the Bank will definitely have priority over
common shareholders, through what we
call a process of subordination of debts.
Interest (or profit) and principal will always
be paid to the Banks before dividends are
paid to the common shareholders. The
banks may also insist on several other cash
flow maintenance covenants that will de-
fer dividend payments to the shareholders.
Consequently, the common shareholders’

cash flow is actually delayed rather than
annually distributed as the DCF formula
presupposes: In reality, the actual return
to the common shareholder is much lower
than the one used in calculating WACC,
solely due to the subordination of cash flow
payments. Simply put, the traditional
WACC formula overvalues an investment
because the subordination impacts are not
considered. Question 11: And, the Beta
— after 20 years, I can safely say that it is
almost impossible to measure — to test, ask
any senior accountant how to calculate
Beta?

As for my then prospective client’s RM20
million question at the start of this article:
If the DCF based value was about market
average, why bother.
Surely he should ex-
pect to get at least 25
per cent more than
what the market av-
erage was given his
sweat equity factor,
and the fundamental
error in the WACC
formula as explained
above? And yes, he is
now my friend …
and a very grateful
client!

Price-earning ratio (PER)
PER is simply the number of times the

share is priced at compared to the net earn-
ings of the company; meaning that all
things being equal, a company with a PER
of five is, a better buy than one with a PER
of seven because it takes an investor two
years less to recover her investment from
the yields of the original buy.

Due to its simplicity, this is probably the
most popular evaluation method in Malay-
sia (notwithstanding its’ many inherent
weaknesses). Listed companies are
benchmarked against their peers’ PER to
assess their attractiveness. For non-listed
companies wishing to apply the PER
method, a comparable quoted company /
industry sector should be selected. The
main difficulty lies in the assessment of
‘comparable’ company data because differ-
ences in audit quality (it happens) and ac-
counting policies (e.g. treatment of good-
will, deferred taxes etc) tend to skewer the

“It is hard to imagine a more

stupid or more dangerous way

of making decisions than by

putting those decisions in the

hands of people who pay no

price for being wrong.”

Thomas Sowell

PER of the selected companies. Many pro-
fessionals usually spend much time in
streamlining the selected companies’ re-
sults to assess a reasonable PER and as a
result, open their work to needless scru-
tiny, especially if the investment recom-
mendation subsequently turned out to be
bad….

Pay Per Page (PPP)
Oh yes. It would be completely remiss if

I did not mention one of the more novel
methods of valuation: PPP. The PPP meth-
odology seeks to determine the value of,
usually, a dot-com portal / vortal by ascrib-
ing a $ value to the number of times a page
from the website is viewed by normal mor-

tals. The basic
premise being that
there is promo-
tional value to be
gained by the num-
ber of times the
website is ‘hit’ by
sur fers. Don’t
laugh but in the
hey-days of the
‘dot.com’ era, some
prominent invest-
ment houses in the

US were not too averse to subscribing to
this novel method of flogging the stock
with their clients.

I do not wish to argue the (de) merits of
the PPP but suffice to say that based on
my (et tu?) net surfing activity (or should
I say, proclivity), if the PPP theorem held,
I would have contributed substantially to-
wards making billionaires out of many in-
teresting website owners. Inevitably then,
question 12: 2B or not 2B?

What then is a good valuation method?
Oh well, that’s a future article, I suppose. I
will, however, leave you with the following
thought: It is hard to imagine a more stu-
pid or more dangerous way of making de-
cisions than by putting those decisions in
the hands of people who pay no price for
being wrong. — (hey, I didn’t say this; Tho-
mas Sowell did)

Ramesh Rajaratnam is a Chartered Accountant
and practices in a large multinational firm. The
views expressed in this article are his own and
need not necessarily represent the views of his
organisation or his clients’.

AT
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Investment
Decision-Making
It is often the heart rather than
the head that rules?
By Saravanan Ramasamy

How important is emotion in making investment

decisions? Can insights from cognitive science and

psychology explain the actions of both investors and

the financial market? These questions have given

rise to a new discipline known as behavioural fi-

nance. Behavioural finance is based on the idea

that financial decision-making is not always driven

by investors’ “rational” considerations. Tradition-

ally, it is assumed that investors are driven by ra-

tionality and self-interest. However, behavioural sci-

entists have put forward the idea that investors, even

professionals, often fall prey to biases and errors in

judgment. They posit the fact that our brain isn’t

the rational calculating machine as we sometimes

imagine. Very often, our brain develops mental

shortcuts, simplifications and biases that give rise

to a deceptive guide for rational decision-making
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How genuine is our risk appetite?
Well, it was not until October 2002 that the

international economics and finance commu-
nity really recognised the importance of
emotion in making investment decisions. It
was then that the Nobel Prize for economics
was awarded to Daniel Kahneman, a
Princeton University professor who concen-
trated his work on decision-making and
behaviour under uncertainty. Back in 1979,
Kahneman and his late colleague, Amos
Tversky developed the “Prospect Theory”
when they found that
individuals were
more distressed by
losses than the happi-
ness they obtained
with equivalent gains.
In other words, inves-
tors feel that a loss of
$1 is more painful
than an equivalent
gain of $1. The Pros-
pect Theory can be
used to explain the risk appetite of an inves-
tor. Generally, investors are willing to under-
take more risk to avoid losses than to obtain
profits. In this regard, investors tend to be
more risk averse given the circumstances
where they can reap profits. On the contrary,
they turn into risk takers when the possibili-
ties of making losses are imminent. This
implies that the behaviour of the investors
can be shaped based on the way the infor-
mation is framed. If risk-averse behaviour is
desired, information should be framed in a
way to encourage investors to see their op-
tions as choices among gains. Alternatively,
if risky behaviour is desirable, information
should be framed in a way to encourage in-
vestors to see their options as choices among
losses. As an investor, the challenge is to criti-
cally analyse the context in which the infor-
mation is presented and not to fall prey to
their mental biases.

Does it always pay to stick to the
status quo?

The development of Prospect Theory pro-
vided the impetus for other behavioural re-
searchers to conduct controlled laboratory
experiments in the quest to explain the ob-
served behaviours of investors. In one ex-
periment, a group of students were asked
how they would invest a hypothetical inher-

itance. Some received several million dollars
in low risk, low rates bonds and they typi-
cally chose to leave most of the money alone.
The rest received higher risk securities and
they also left most of the money alone. In
this experiment, what determined the stu-
dents’ allocation was the initial allocation, not
their risk preference. This is what is known
as the status quo bias. This experiment sug-
gests that investors would rather leave things
as they are. One possible explanation for this
observation is no other than the Prospect

Theor y itself
whereby the inves-
tors are more con-
cerned about the
risk of a loss than the
prospect of a gain.
By rebalancing their
por tfolio, the stu-
dents fear that they
might end up losing,
thus they prefer to
stick to the status

quo. Well, this doesn’t mean that leaving the
inheritance unchanged is a bad investment
strategy. At times, leaving the inheritance un-
changed might result in a larger gain than
rebalancing the portfolio. After all, this is the
very essence of the
“buy and hold” invest-
ment strategy. The
challenge here is to
determine when to
genuinely stick to the
status quo and when
to defy the innate bias
and rebalance the
por tfolio. Closely
linked to the concept
of the status-quo bias
is the endowment effect, which postulates that
investors often place higher value on items
they own than on those that they do not own.
The consequence of this effect is that inves-
tors place a higher dollar value on goods they
are selling than on goods they are buying.
Applying the endowment effect in the con-
text of investment, investors will always be
waiting for a higher price for an investment
that they have already owned and will be al-
ways offering a lower price for an investment
opportunity. In this case, the basic economic
equilibrium of demand equal to supply can’t
be achieved.

Do we need to believe the hype?
Very often, investors exude a strong “herd-

ing instinct” when it comes to investment strat-
egy. Behavioural finance believes that investors
can be influenced by contagious thoughts. In-
deed, back in 1976, Richard Dawkins, an evo-
lutionary biologist, coined the term “meme”.
A meme, according to Dawkins, is a little
memory nugget analogous to a gene. It repli-
cates, not in the strict genetic sense, but more
loosely within the mental environment. In other
words, a meme contains a “code” which repli-
cates in the minds of human being, which fur-
ther aids in the propagation of the meme. This
is what is called the “imitation of our mind”.
The findings of Dawkins have given rise to a
new scientific field called “memetics”.
Behavioural finance postulates that memetics
is the primary cause why investors tend to fol-
low the herd. They tend to be influenced by
rumours circulated in the market, which in turn
causes them to overreact or underreact to
events and information. The 1987 global stock
market crash and the dot.com frenzies on Wall
Street are events that can be attributed to over-
reaction of investors. Bearing this in mind, in-
vestors should invest based on fundamentals
and should not be driven by rumours. Though
the pressure to follow the herd rather than rely

on one’s own infor-
mation and analysis
is almost irresistible,
these “me-too” strat-
egy often do not re-
sult in the desired
outcome since it is
not a unique source
of strategic advan-
tage.

What does this
all mean?

Though the study of behavioural finance
is still in its early stage, various research
and controlled laboratory experiments have
proven that emotion plays a big role in in-
vestment decision-making. By recognising
the common judgment errors and “mental
mistakes”, investors should be in a better
position to avoid repeating such “expensive”
errors in the future. Investors who opt to
defy their innate biases to overcome their
mistakes stand to gain whereas those who
choose to ignore their mistakes will only
stand to loose at their own peril.

“…  investors tend to be

more risk averse given the

circumstances where they can

reap profits. On the contrary,

they turn into risk takers when

the possibilities of making

losses are imminent.”

“… investors should invest

based on fundamentals and

should not be driven by rumours.

Though the pressure to follow

the herd rather than rely on one’s

own information and analysis is

almost irresistible …”

AT



40 ACCOUNTANTS TODAY • September 2004

This is the first series of a two-
par t research based ar ticle
which compares and con-
trasts the accounting and tax

treatment for research and development ex-
penditure in Malaysia with
the treatments in the US, the
UK and New Zealand. The
review unearthed several no-
table findings. First, the ac-
counting rules in Malaysia
on research and develop-
ment are in harmony with
the rules in all the reviewed
countries with the exception
of the US. Second, the ac-
counting rules in Malaysia
for research and develop-
ment, which mandate the de-
ferral and amortisation of de-
velopment expenditure upon
satisfaction of five
capitalisation conditions po-
tentially, enhance the mo-
mentum of research and de-
velopment expenditure.
Third, the tax incentives in
Malaysia for research and
development as provided by
the Income Tax Act 1967 and
Promotion of Investments
Act 1986 are generally more
favourable and extensive
than those offered by the re-

viewed countries. Fourth, the accounting
treatment and tax incentives do not appear
to have a significant impact on research and
development intensity, suggesting that firm
specific factors have a greater influence.

Lastly, and most impor tantly, a
rationalisation of Malaysia’s income tax in-
centives for research and development is
required. Implications of the findings both
for theory and for practice are discussed.

Introduction and
Research Question

Malaysia’s reported pri-
vate sector research and de-
velopment expenditure
scene is not encouraging.
There have been instances
of significant research and
development expenditure by
the private sector such as
Supercomal Technologies
Bhd’s allocation of RM2 mil-
lion to research and develop-
ment of electronic compo-
nents used for wireless ap-
plications and fireproof
cables. Such instances have
been sparse and remote.

Research and develop-
ment expenditure in Malay-
sia is presently at about 0.4
per cent of her gross domes-
tic product, with close to 60
per cent coming from the
private sector. This is low
compared to South Korea
(2.68 per cent), Taiwan (1.8
per cent) and Singapore

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 One of a two-part series. Part Two will be

published in the October 2004 issue of Accountants Today.
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(1.13 per cent), which have successfully
built an indigenous capability to innovate
new products and create new technology.
It is even lower when compared with coun-
tries such as Sweden (3.80 per cent), Fin-
land (3.19 per cent), Japan (3.04 per cent)
and the US (2.64 per cent).

The above scenario is unhealthy. Malay-
sia requires knowledge accumulation
through expenditure on research and de-
velopment to propel her long-run economic
growth. Research and development expen-
diture lead to higher levels of productivity
by bringing about improvements in pro-
duction processes and heightening prod-
uct quality, which in turn trickles down to
lower product prices, increases in demand
and consequently higher actual production
levels. Guellec and Van Pottelsberghe
(2001) found that a one per
cent rise in business sector
research and development ex-
penditure generates a 0.13 per
cent growth in multifactor pro-
ductivity.

From a company perspec-
tive, there is also an urgent
need to aggressively stimulate
research and development ef-
forts. The ability to innovate,
which is an output from re-
search and development ef-
forts, is a prerogative in plac-
ing a company at the cutting
edge of its industry. Strategies
such as product development,
market penetration, and con-
centric diversification can only
be applied if new products are
successfully developed and old
products are significantly im-
proved. In addition, the research and de-
velopment efforts of enterprises have a di-
rect effect on the performance of the en-
terprises themselves as well as an indirect
effect on the performance of other enter-
prises and other sectors of the economy.

Why then are companies in Malaysia not
spending aggressively on research and de-
velopment? One probable reason could be
that research and development efforts nor-
mally result in lower earnings in the short-
term, which is against the doctrine
“maximising shareholders’ wealth imme-
diately”, by which, most managers are re-

gretfully evaluated. Additionally, there is a
high level of uncertainty attached to the
timing and value of benefits accruing from
research and development efforts. This
inevitably brings us to the two-pronged
research question at hand, which is: “Does
the present accounting and tax treatment
in Malaysia for research and development
encourage private sector research and de-
velopment?” and “What form of simplifica-
tion and rationalisation should be made to
Malaysia’s income tax incentives on re-
search and development to further encour-
age research and development?”

Literature Review
Literature on determinants of research

and development expenditure have
centred upon firm level factors. These firm

tions and government incentives, they
have generally been found to affect the
pace of technological progress. Addition-
ally, given that some innovations are easy
to reproduce or imitate via reverse engi-
neering, the rule and enforceability of law
on copyright and patent protection would
also influence research and expenditure by
businesses. All the above determinants are
elaborated in depth below.

Financing: The availability of financing is
a key determinant as research and devel-
opment projects generally require large
amounts of money to undertake. Further-
more, the resultant revenue streams are
not immediate. Studies on this determinant
indicate that internal finance is the most
important source of funding for research

and development (Bebczuk,
2001; Hall, 1992; Hao and
Jaf fe, 1993). Given capital
market imperfections, firms
are generally unable to attract
(sufficient) external funds to
finance investment in re-
search and development due
to difficulties in forecasting
future cash flows of research
and development projects as
well as in controlling the use
of funds. Thus they have no
alternative but to fall back
upon revenue reserves.

Liquidity: Studies in this area
(Hall, 1992, Niininen, 1997)
provide strong support that
research and development ex-
penditure in small firms is
constrained by the firm’s li-
quidity. This was found to be
especially tr ue for firms,

which prefer internal financing for re-
search and development (Hall, 1992). How-
ever, in the case of large firms, Hao and
Jaffe (1993) suggest that there is no liquid-
ity effect.

Gearing: Niininen (1997) and Bond,
Harhoff and Van Reenen (1999) noted that
a higher level of long-term debt, which
implies a higher debt to equity ratio, de-
creases research and development expen-
diture. Echoing this in a suggestive man-
ner, Hall, Mairesse, Branstetter and
Crepon (1999) in a comparative study of
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or business level factors can be placed into
two broad categories:

internal factors encompassing both
firm and industry specific factors; and

external or market based factors.

(Please refer to Figure 1).

Herewith it has been established that the
gearing levels of the firm, profitability, firm
size, sales, profitability and source of fi-
nancing affect the probability and intensity
of research and development investments.
As for economic and institutional factors
such as market structure, demand condi-
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French, Japanese and US firms, noted that
firms with low debt to equity ratios would
probably find it easier to finance their re-
search and development expenditure ex-
ternally and at more favourable terms.

Profitability: Results on the impact of this
determinant on research and development
expenditure are not in congruence. Lunn
and Martin (1986) contend that there is a
positive relationship between profit margin
and research intensity. However,
Leibenstein’s (1996) X-inefficiency theory
advocates that big firms in concentrated
industries have the means, but lack the
incentive to innovate if they are enjoying
monopoly profits. In a similar vein, several
studies (Kamien and Schwartz, 1982; Lunn
and Martin, 1986) found that the effect of
profitability on research and development
intensity could in fact be the reverse, es-
pecially in the case of high-tech industries.
In other words, the studies advanced the
notion that if a firm operates in a competi-
tive market with tough price competition
thus low profits, it may have a higher in-
centive to use research and development
expenditure as a product differentiating
strategy.

Firm Size: Similar with profitability, the
findings on this determinant are contradic-
tory. Some studies find that research and
development expenditure increases more
than proportionately with firm size (Meisel
and Lin, 1983; Vossen, 1998). Other stud-
ies (Baldwin and Scott, 1987; Lunn and
Martin, 1986) find a proportionate positive
relationship between firm size and re-
search and development expenditure in the
high tech industries. Alternatively, it has
been proposed that there is a U-shaped re-
lationship between firm size and research
and development intensity. This inconsis-
tency has now somewhat been clarified
whereby it has been advocated that firm
size has a statistically significant effect on
research and development expenditure,
with the direction of the effect dependent
upon the firm’s industry. In technology
centred industries, research and develop-
ment expenditure increase as firm size in-
creases, while the reverse applies to non-
technology industries.

Endowment and Location: A growing
body of evidence is suggestive of the posi-

tive effects from endowment and location
on private research and development ex-
penditures. Among the identified endow-
ment and location attributes are quality of
human capital, ability to locate near univer-
sities or research centres, and membership
in research joint ventures, (Adams, Chiang
and Starkey, 2001) co-operations or consor-
tiums. Noteworthy to mention are the fol-
lowing splinter findings:

the effect of proximity to universities
on research and development intensity
is more significant within technical in-
dustries such as drugs and chemicals
than in others,

knowledge spillovers from university
research to private innovation, as mea-
sured by the number of patents or re-
corded innovations, increases with geo-
graphic proximity (Acs, Audretsch and
Feldman, 1992; Jaffe, Tratjenberg &
Henderson, 1993); and

membership to research and develop-
ment consortiums may in fact reduce
research and development expenditure
due to the ‘sharing’ effect where infor-
mation flows reduce duplicative and
redundant efforts thus allowing mem-
bers to spend less on research and de-
velopment than before.

Barriers of Entry: This determinant has
been found to have a negative association
with research and development intensity
(Wahlroos and Backstrom, 1982). Thus, in
markets where new entrants find it diffi-
cult to gain a foothold due to the high mini-
mum efficient scale or start up costs, ex-
isting firms have less incentive to invest in
research and development as a competitive
strategy.

Type of Firm: Results in respect of this
determinant are very colourful, as results
vary depending upon the mannerism by
which ‘type’ is defined. Baldwin (1995)
states that newly established firms might
be relatively innovative because they often
have large growth potential. On the other
hand, firms with limited liability have been
reported to have higher innovative activ-
ity, thus implying that large and risk recep-
tive public limited companies spend more
on research and development compared to
smaller risk adverse private limited com-
panies, provided that the number of share-

holders in a public listed firm has not be-
come sufficiently large to result in a dilu-
tion of control and thus an increase in the
relative strength of the firm’s managers.
In such circumstances (dilution of control),
the agency theory will apply and the firm
will allocate fewer resources to research
and development in the pursuit of short
run profits.

Tax Incentives: Research on this deter-
minant has generally focused on the role
of tax credits in stimulating research and
development. It has generally been estab-
lished that tax incentives are effective in
increasing research and development
(Bloom, Griffith and Van Reenen, 2002;
Guellec and Van Pottelsberghe, 1997).
However, splinter studies in Canada have
found evidence of an inverse relationship.

Government Subsidies and Grants:
Findings herewith can be categorised gen-
erally into two groups. The first group ad-
vocates a positive relationship between
subsidies and research and development
efforts. Within this group, it has been es-
tablished that the decision to start invest-
ing in research and development is posi-
tively correlated with the intensity or avail-
ability of some kind of external support.
Herewith, Niininen (1997), Czarnitzki and
Fier (2001), as well as Scott (1984) dem-
onstrated that both direct subsidies and
loans have a positive effect on research and
development investments with publicly fi-
nanced research and development invest-
ments stimulating company financed re-
search and development investments. Ex-
tending this, it has been shown that tem-
porary subsidies encourage firms to in-
crease their research and development in-
vestments even after the grants have ex-
pired.

As for the second group of studies, they
contend the following:

the major effect of government fund-
ing is to raise the wage of researchers,
so that, even if the total amount of re-
search and development is higher due
to government funding, its “real
amount” as measured by the number
of researchers will be lower and of
lesser economic efficiency (Goolsbee,
1998);

publicly financed research and devel-
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opment crowds out or substitutes pri-
vate research and development, par-
ticularly in low-tech industries
(Mamuneas and Nadiri, 1996) while
acting as a complement in the high-tech
sector and

grants neither crowd out privately fi-
nanced research and development nor
increase privately financed research
and development in subsidised firms.

Market Competition: Prior research on
research and development
models of endogenous
growth have centred on
both new entrants and exist-
ing players in a given mar-
ket. In respect to new en-
trants, it has been noted that
market competition may
have two conflicting effects
on research and develop-
ment. Firstly, for new mar-
ket entrants with a degree
of market power, greater
competition might reduce
their incentive to innovate because they are
less able to extract the rents from innova-
tion. Alternatively, new entrants may use
research and development as a strategic
variable to counter increased competition
in order to defend their market share.

Findings in respect to existing players
in a given market are similarly conflicting.
Initial research found that rivalry among
firms undermines their incentive to per-
form research and development with com-
petition lowering the mark-up, increasing
demand on the final good and driving
skilled labour from research and develop-
ment to intermediate good production with
the ultimate result being less research and
development. This is supported by Scherer
and Huh (1992) who suggest that domes-
tic firms respond to higher competition
from abroad in their domestic markets by
cutting back their spending on research
and development. Similarly, it has been
implied that there will be higher research
intensity in less competitive and more prof-
itable industries, with the reasoning being
that without a positive price-cost margin it
does not pay for the firm to invest in either
research and development or advertising
to promote demand for its product. How-

ever, more recent evidence suggests that
competition has either a positive effect
(Blundell, Griffith and Van Reenen, 1999)
or a non-linear—inverted U-shaped—rela-
tionship with research and development.

Notwithstanding the above, research on
this determinant has unearthed the follow-
ing:

positive relationship between industry
sales growth and firm research and
development intensity (Lunn and Mar-
tin, 1986);

a higher export share may lead to an
increase in research intensity because
as the market increases so will the re-
turn from an innovation (Wahlroos &
Backstrom, 1982; Lunn & Mar tin,
1986);

competitive firms have a strong incen-
tive to invest in cost reducing innova-
tions compared to monopolistic firms
due to the fact that the return from suc-
cessful innovation will include a mo-
nopoly rent, which the monopolistic
firm already has, and

firms with larger market share are the
most likely to innovate (Blundell, et al.,
1999).

Foreign Direct Investment: A small num-
ber of papers have attempted to examine
the impact of foreign direct investment
(defined as being the presence of foreign-
owned multinational firms) on research
and development intensity of domestic
firms. Herewith, it has been noted that
competition from multinational firms has
a significant negative impact on local firms’
research and development activities in Bel-
gium. Similarly, in the United Kingdom,
intra-industry crowding-out effects from
foreign research and development (with

inter-industry spillover effects being insig-
nificant) has been demonstrated.

Gap in Literature and Theoretical
Framework

Despite the abundance of research on re-
search and development, relatively little is
known about the determinants of such ex-
penditures at a national or country level.
Most research has examined the issue at
the firm level. This paper proposes to fill this
gap by examining two determinants of re-

search and development expen-
diture from a country or na-
tional level (Please refer to Fig-
ure 2). The determinants are ac-
counting treatment and tax in-
centives, while the countries
reviewed are Malaysia, the US,
the UK and New Zealand. The
said determinants were chosen
because of their direct influence
on the earnings available to or-
dinar y shareholders, which
generally serves as the ruler by

which managerial performance is judged.
As for the countries mentioned, Malaysia
was chosen because she is the home coun-
try for this paper. The UK, the US and New
Zealand on the other hand were placed into
the cauldron because of their leadership
role in accounting and tax treatments as well
as their significant research and develop-
ment efforts.

Finally, based upon the findings on the
impact of profitability and liquidity upon
research and development intensity at the
firm level, it is proposed that countries with
relatively more encouraging accounting and
tax treatments for research and development
will have relatively higher levels of research
and development intensity.

In order to answer the two-pronged re-
search question, Accountants Today will
carry the continuity of this report in its
next issue.

Adam M. Farouk and John S. Murugesu are
from the Faculty of Management, Multimedia
University and Ummu K. Farouk is currently
attached to the School of Management, Univer-
sity Sains Malaysia
Correspondence concerning this article should be
addressed to Adam M. Farouk. Faculty of Manage-
ment. Multimedia University, 63100, Cyberjaya,
Selangor; e-mail: adam.malik@mmu.edu.my.
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Please be informed that the Institute’s library at the main
office in Kuala Lumpur will be closed for renovation starting
from 1 October 2004 until 16 October 2004. It will resume its
normal operation on 18 October 2004. The  renovation is to
ensure members convenience.

The Institute  would like to apologise for any inconvenience
caused.

Following the prosecution of
two bogus tax agents who pro-
vide tax services without a valid
tax licence in Perak at the end
of July this year, the Institute
has received a number of en-
quiries regarding the above is-
sue. In relation to the above,
the Institute would like to draw
your attention to the
article “Turning the
tables on bogus ac-
countants & tax con-
sultants”, published
in Accountants Today
(July 2004).

The Institute
would like to high-
light the following
points for your im-
mediate attention:

Pursuant to Sec-
tion 153 of the In-
come Tax Act, 1967
(ITA), only a tax
agent as defined un-
der the ITA shall be

PROVIDING
Tax Services Legally…

Temporary Closure of our
Resource Centre

AT

AT

permitted to act on behalf of
any person for any of the pur-
poses under ITA.

The ‘tax agent’ as defined
under ITA is:
� a professional accountant

authorised by or under any
written law to be an auditor
of companies;

� any other professional ac-
countant approved by the
Minister (of Finance); or

� any other person approved
by the Minister on the rec-
ommendation of the Direc-
tor-General.
As provided under Section

153(1) of the ITA, it shall be
sufficient for a company, body
of persons or partnership to
hold itself out as a tax agent in
any calendar year if any em-
ployee of the company, mem-

ber of the body of persons or
partner in the partnership is a
tax agent (as defined under the
ITA) and present in Malaysia
for a period or periods in that
year amounting in all to more

than 182 days.
In addition, we would also

like to highlight the provisions
of Section 114(1A). As stated in
Section 114(1A), any person
who assists in, or advises with
respect to, the preparation of
any return where the return re-
sults in an understatement of
the liability for tax of another
person shall, unless he satisfies
the court that the assistance or
advice was given with reason-
able care, be guilty of an of-

fence and shall, on
conviction, be liable
to a fine of not less
than two thousand
ringgit and not more
than twenty thou-
sand ringgit or to im-
prisonment for a
term not exceeding
three years or to
both.

Please be in-
formed that any
member of MIA who
is not an approved
company auditor
and who wishes to
provide tax services,
must apply for a tax
licence from the
Ministry of Finance.

A copy of the said application
form and guidelines for appli-
cation for a tax licence can be
obtained from the MIA head of-
fice or from the Ministry of Fi-
nance.
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M O N E Y  T R E E   financial planning

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.

Ride the Rhythm
                 of  Your DreamsBy Rajen Devadason

Awhole person is balanced. The
ancient Greeks understood this
truth. Their understanding meta-
 morphosed into wisdom,

which caused them to chase after balanced
development of the mental, physical and
spiritual dimensions of life.

You and I also know the value of balance.
Nonetheless, those of us who are exces-
sively comfortable manipulating numbers
and building spreadsheets to the exclusion
of everything else life can offer sometimes
end up living unbalanced ‘grey’ lives.

Please mull over that as I remind you of
a most important Certified Financial Plan-
ner Board of Standards’ definition: “Finan-
cial planning is the process of meeting your
life goals through the proper management
of your finances.”

Now, consider: How can we be certain of
our life goals, if we’ve forgotten the early dreams
we once nurtured, but then abandoned because
of age, cynicism and stress? We can’t!

To live successfully, we must recapture
old dreams of merit and weave new ones
of joy. To better explain that concept, here
is an abridged, edited version of the first
lesson of my new self-help eCourse, Focus

you:  As you and I have gained in years and in
pounds, what have we simultaneously lost?

That isn’t a rhetorical question. All of us
go through childhood with a tremendous
capacity to dream big dreams. That’s why
many pre-teens, regardless of their family’s
current economic circumstances, have no
problems believing they will eventually
succeed in life, get the girl (or boy), drive
the Ferrari, and one day perhaps even save
the world!

Then ‘reality’ hits — with the force of a
ten-tonne truck slamming into a granite
cliff face. As we grow up, we find that we
only grow older in the most negative sense.
We begin to relinquish our hold on such
‘outrageous pipedreams’, and frankly settle
for non-threatening mediocrity.

That’s what MOST of us do. It takes a
special type of person to battle victoriously
against the insidious, very human, entropy-

linked tendency to relin-
quish one important dream
after another. The few who
fall into that rare group of
dream retainers become
the winners of life.

Funnily enough, though,
most of the time such
achievers are no more ex-
empt from the debilitating,
demoralising, depriving tri-
als and tribulations of life
than the rest of us.

Consider the situation a
young man from Kansas
City found himself in many
decades ago. He yearned to
draw, to earn a decent liv-
ing as a car toonist. His
problem was he had a
rather unusual drawing
style, which many failed to
appreciate.

As he trekked from one newspaper to
another to try and sell his cartoons, edi-
tors would say NO, and often point out well-
meaningly that he lacked one vital ingre-
dient of cartooning success: talent.

Your Dreams, Control Your Money, and Ig-
nite Your Life:

Today, in the first of five daily lessons, we’ll
learn why it is important to recapture old
dreams and generate new ones. Let me ask
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But the man knew what he wanted. He had
a dream that he clung to. So he persevered
through months and months of rejection.

Finally, a clergyman took pity and hired
him to draw pictorial ads of church events.
In Glenn Van Ekeren’s The Speaker’s
Sourcebook, he relates that this young man
had earlier become aware of something
statesman Benjamin Disraeli had once said:
“The secret of success in life is for a man to be
ready for his opportunity when it comes.”

So, our young, struggling cartoonist did
his work in a cramped shed owned by the
church. He strove to be and remain cre-
ative despite the depressing surroundings,
and in spite of the mice that scurried across
the floor of his makeshift office.

Being cooped up was tough, but in hind-
sight it turned out to be the best possible
environment for him to tap into a previously
unimagined creative vein within himself.

That shed with its furry co-inhabitants
became the catalyst for the cartoonist’s most
enduring cartoon character: Mickey Mouse.

Walt Disney never relinquished his
dream. And our world is a better place be-
cause he lived and drew and dreamed.

So, now tell me, what’s your burning pas-
sion? What are the dreams you’ve clutched
to your chest so long and so hard that you’ve
almost squeezed the life out of them?

It is likely that rekindling some of your
old dreams may provide you with the long
searched for a ramp out of the rut you per-
haps feel yourself inhabiting today.

Our natural tendency to forget early chal-
lenging dreams has the net effect of causing
us to undergo a psychic equivalent to the
gravitational collapse main sequence stars
undergo when they run out of the raw hy-
drogen needed to power their fusion ovens.

In our case, we fall in on ourselves and
shrink within our minds and our souls.  When
we allow that to happen, as most people do,
we become small, frightened people who no
longer dare ‘dream the impossible dream’.

So, I suggest you make a date with a clean
sheet of paper. All you need do is make it
your objective to detect new desires and
DREAMS (we won’t begin fashioning them
into bona fide GOALS until  Lesson 4, so be-
tween now and then just have fun; give your-
self permission to conjure up and describe
on paper big dreams and small imaginings,
easy fantasies and impossible ideas).

As you go through this wonderful pro-
cess, you will find the going tough initially.
But with practice, it will become much
easier, particularly if you warm-up your
stiff, perhaps atrophied ‘dream muscles’ by
trying to describe your perfect, ideal day.

Give your imagination free rein as you
relax and mentally answer these questions:
Would you start your hypothetical, ideal,
perfect day with a swim in your private
pool? Does a nifty red sports car sit in your
large circular driveway, nestled between
the much larger Mercedes and Rolls?

Are your home and grounds immacu-
lately clean and green because you can fi-
nally afford to have competent, trained
maids and gardeners tend them?

It is your dream, so guide your reverie
in directions that excite you. And, to make
this process even easier, let me teach you
a structured way of building upon that fun
exercise in a way that will permit you to
carry out a wholesale mental overhaul of
your internal dream engine in two simple
stages:  Climb up the timescale slide, and
then slip right down it!

Initially set aside two hours for fun, fo-
cused, uninterrupted thinking. It would be
ideal if you can find the time to do that to-
day. Otherwise, try to schedule it as soon
as it is practical.

Once you are alone with your thoughts,
begin to truly ‘think on paper’. First outline
what you believe your ideal workday should
look like, then your ideal work week, your
ideal work month, and finally your ideal work
year. Don’t let your present circumstances
cramp your imagination. That’s stage 1.

Stage 2 involves letting your thoughts tele-
scope outward. Decide what you want to ac-
complish by the end of your days on earth!
Make those dreams BIG! Then, meticulously
dream and plan out what should be done in
each of the coming decades to make your
desired BIG outcomes materialise.

Subsequently, narrow your focus to what
needs to be started and finished in an ideal
work year to cause that ideal decade to
materialise! Similarly, keep sliding down to
your ideal work month, ideal work week
and ideal work day.

Once you carry out this exercise — TO
COMPLETION, you’ll have created two in-
valuable lists. I urge you, then, to merge
both lists! Some of your components will

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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overlap, and others will not correlate well
with each other. Put together a consolidated
plan that retains the best, most productive
and most satisfying elements of both lists.

It’ll take quite a long time to create even
an initial consolidated plan that you’ll be
happy with.  Most people need help in get-
ting long unused ‘mental wings’ to work well
enough to let them soar. So, if you think
you’ll need to set yourself up for a regular
intravenous feeding of new ideas, please
download from the FREE ARTICLES sec-
tion of www.RajenDevadason.com the ar-
ticle entitled, Don’t Let Go Of Your Dreams
— Not Again!

READ the article TWICE, and then an-
swer these questions:

What important dreams have I let
myself forget?

What new dreams have I thought of
as a result of this lesson that are
worth exploring further?

In line with my renewed commit-
ment to realise the THREE most ex-
citing dreams I have identified in
questions 1 and 2 above, I will take
these steps TODAY:

a.

b.

c.

(Those who want the full version of this les-
son may sign up for the eCourse at
www.rajendevadason.com/RD/ecourse/
ecourse_001.asp.)

In closing, it doesn’t matter too much
how many dreams you have at night. What
is of greater importance is how many of
your deepest held dreams are retrieved,
scrutinised for long-term value, and then
selectively translated into solid long-term
goals. Many of those goals will be finan-
cial ones; and many will not!

For balance, I also suggest you focus on
a few goals the ancient Greeks (and Walt
Disney) would have appreciated.

1

2
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INTERNATIONAL AUDITING
Practical Resource Guide
by David O’Regan

Publisher: John Wiley

Business today flows from
country to country. It takes
note of borders separating na-
tions but glides along in search
of opportunities. The advent of
multi-national corporations en-
sured cross-border practices
remain a permanent fixture in
today’s world of business.

Auditing is no different. In-
ternal and external auditors
today travel extensively. They
follow the operations of global
corporations around the world.

What do they encounter? Be-
sides jet leg and different cui-
sines, they inevitably encoun-
ter a host of unique logistical,
linguistic, cultural and proce-
dural obstacles on a country-
by-country basis.

International Auditing: Practi-
cal Resource Guide, a book from
The Institute of Internal Auditors,
may be of some assistance. The
book attempts to provide practi-
tioners with in-depth analysis of
the risks facing international
organisations. It also looks at the
challenges presented to indi-
vidual auditors as they practice
their trade in the global arena.

Author David O’Regan, head
of the Internal Audit at Oxford

University Press in Oxford, tries
to pack a wide area in this book.
To begin with, it analyses and
appraises the legal, regulatory
and fiscal matters. It also takes
a peek at the generally Accepted
Accounting Practices.

Then, it goes on to examine
cultural dif ferences, macro
economic factors and political
volatilities that dramatically
impact the global market place.

For auditors and others in-
tending to catch up with the lat-
est developments within the pro-
fession, this book will bring them
up to speed. O’Regan, who has
written two audit-related books
for The Institute of Internal Au-
ditors, begins by summarising
recent international develop-
ments in the auditing profession.

With that out of the way, the
book then moves on to categorise
types of risk and examine how
these can be managed.

There is one chapter discuss-
ing organisation-wide risk as-
sessment. Here, the author
considers both quantitative and
methodologies involved in the
business. He also suggests
ways of achieving a balanced,
holistic approach to interna-
tional risk management.

The appendix provides
quick-takes on the global
scene. Divided according to
major regions, it provides vital
information for the auditing
profession covering topics like
history, politics, economy, ac-
counting and culture.

This is one for the profes-
sionals.

straightforward three-step pro-
cess that anyone can learn to
apply to his or her work life.

Some of the stuff contained
in the book is stuff that you
would have heard over and
over again. Like most self-help
books, its not the knowledge
that counts, but the application
bit of it. The same applies with
The Relationship Edge in Busi-
ness.

We take one example. Under
the chapter addressing require-
ments of a strong relationship,
the author talks about setting
yourself apart. ‘To move up the
relationship pyramid, you must
set yourself apart from every
other person your prospect, cli-
ent, or colleague comes in con-
tact with. Otherwise, you re-
main at the bottom of the pyra-
mid; they know your name, but
you remain and that’s about
all.”

Now, this is no concoction
based on rocket science. It’s
simple, plain stuff that you al-
ready know. But, the question
is, are we practicing it? Are we
applying daily the order to set
ourselves apart from the next
guy? The question beckons an
answer.

In a nutshell, this is the very
power of the book. It allows
one to reflect on our daily prac-
tice. The little snippets taken
from one chapter or another
can bring about dramatic re-
sults.

THE RELATIONSHIP EDGE
IN BUSINESS
Connecting with Customers and
Colleagues When It Counts
By Jerry Acuff with Wally Wood

AT AT

Publisher: John Wiley

If you change the relationship,
customers will give you more
time! Now, that’s something a
salesman craves all the time –
the right attention from the
right client.

That sums up the key ques-
tion taken up in The Relation-
ship Edge in Business. The sub-
title brings home the key dis-
cussion areas: Connecting with
customers and colleagues
when it counts.

To be fair, many know in-
stinctively how to build posi-
tive, long-lasting relationships
with spouses, friends and even
co-workers. However, it’s a
slightly dif ferent ball game
when it comes to building and
maintaining positive business
relationships.

This book strives to show
how we can build positive per-
sonal relationships on the
bread and butter front for
many.

Better still, it also promises
readers insights into repairing
damaged relationships. The
author claims to possess a
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Interviews of Human Resource profes-
sionals in a variety of industries turned
up some interesting information in re-

sponse to this question: What are the top
secrets every manager should know to im-
prove management skills, team effective-
ness, prevent litigation, and enhance mo-
rale?

Learn how to handle authority.
One of the biggest challenges for new

managers is their ability to transition from
being one of the gang, to someone who
now leads the gang. Find a style that works
for you and the people you manage.

You may want to have a frank conversa-
tion with your peers and friends before you
move into that role to explain how you will
approach your new responsibilities.

It will not only take the pressure off you,
but show them how conscientious and
committed you are to supporting them in
an appropriate manner.

Be consistent and fair.
Don’t try to be equal! Everyone needs

something a little different, just like the
cactus would die from too much water and
the lily would wither from the heat.

Inconsistency leads to complaints of

management  B E T T E R  L I F E

By Laxmi V. Ram

1

2

Tips from a
HR Manager

favouritism. The No: 1 reason why employ-
ees end up in a HR Manager’s office is they
believe their manager treated them unfairly.

You’d drive yourself crazy if you tried to
treat everyone equally. (Remember what
a struggle it was for your Mom to keep ev-
eryone happy back home?)

The prescribing doctor doesn’t give the

same medicine to everyone who walks in
his or her office, so why should you, as a
manager, try to do so?

Work to strike a reasonable balance be-
tween serving the best interests of the em-
ployee with the business needs.

Get to know employment laws.
You should be able to see the ‘red flag’

when it comes up and take appropriate ac-
tion, especially with the Medical Leave Act

and SOCSO. Supervisors are now being
sued just as successfully as Human Re-
source Managers and Company owners for
not handling these issues well.

While you don’t have to be an expert in
these areas, you should be familiar enough
with the overall philosophy of each piece
of legislation to know when to give HR a
call. You will most likely be the first point
of contact for the employees who qualify
under these Acts.

The way you deliver the message.
This is just as important as the message

itself. A number of years ago, I saw a man-
ager deliver a written warning on sexual
harassment by throwing the paper across
the table and saying, ‘Here, read this. If you
have any questions, we can talk about it.’

Often, it’s the way you handle the situa-
tion that determines if you end up in court.

Try to give people the benefit of the
doubt more often than not. It’s harder to
back down after you’ve escalated a situa-
tion than may not have warranted it. Keep
your language objective, your facial ex-
pressions in neutral (focus on keeping
your eyebrows and your tongue
relaxed…it works!), and your tone of
voice moderate.

Wouldn’t it be nice if you had a little Human Resource

‘angel’ sitting on your shoulder whispering advice and

recommendations as you went about your daily management

role? It sure would keep us out of trouble sometimes, and

perhaps help us make wiser decisions to reduce the

heartburn we may experience when supervising others!

Unfortunately, that angel doesn’t exist, but here’s the next

best thing, ‘good lasting tips’.

3

4

“The No: 1 reason why

employees end up in a HR

Manager’s office is they believe

their manager treated them

unfairly.”
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Tips from a HR Manager

Set appropriate/realistic
expectations.

Communicate in a way that everyone un-
derstands. Don’t think just because you put
it in writing and post it on the Intranet that
everyone ‘gets’ it. Set performance goals
early on and revisit them more than once
a year.

It’s amazing how easy it is to create an
expectation without fully knowing all the
requirements or ramifications. Encourage
your employees to
play ‘devil’s advo-
cate’ with you (a
great team meeting
activity!). Lay the
project, plan, or ob-
jectives out before
them and then stand
back and give them
permission to poke
holes in it.

Don’t be afraid to ask!
Ask a Manager, “what did she say when

you asked her about XYZ?” The manager
usually responds, “I didn’t know I could ask
that!” Never be afraid to get issues out in
the open when it has a direct bearing on
job performance. Ask for HR guidance in
advance if you’re uncertain.

We often hesitate to ask the questions
because we’re afraid we’ll open ‘Pandora’s
Box’ and not know how to deal with the
results. It’s much easier in the long run to
know what we’re dealing with, to have all
the information at our disposal to make a
sound decision, and to also communicate
to the employee that we care enough to
ask!

Use common sense and good
judgment!

Sometimes we lose more by trying to
stay within the policy than risk bending the
rules. Does the policy still apply to this situ-
ation? Which will end up costing the em-
ployee and the company more in the long
run?

Let’s be real … our environment is
changing rapidly around us. We aren’t play-
ing by the same set of rules as in years past,
so why do we hold to them so tightly?

Albert Einstein said, “The significant
problems we face today cannot be solved

at the same level of thinking we were at
when we created them.”

Understand compensation
philosophies.

Learn all about merit increases, salary
ranges, promotional policies so you can
make sound decisions and provide a fair
and consistent environment.

Not knowing the big picture makes it
dif ficult to administer performance re-

views and answer
employee ques-
tions. Take the time
up front to thor-
oughly understand
these policies lest
you drive your
good Compensa-
tion HR folks crazy!

Consult HR if anyone makes
adverse comments about
workplace violence
discrimination, or harassment.

Consult prior to administering a written
warning and seek advice on how, when,
and what to document. The broader per-
spective HR offers from dealing with these
issues across the organisation may keep
you from under or over-reacting. Remem-
ber, we are heavily influenced by our indi-
vidual perspective or ‘lens’ on the world.
Too often, we’re so close to the circum-
stances that it’s difficult to be objective.

Notify HR if you change
operations or functions.

These may impact corporate culture.
Avoid employee ‘fallout’ and involve HR
early in the planning process.

“Communicate in a way that

everyone understands. Don’t

think just because you put it in

writing and post it on the

Intranet that everyone ‘gets’ it.”

5
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In the US the Bureau of Labour Statis-
tics reports the number of workers age
25 to 34 will shrink by nearly nine per

cent in the 10 years ending in 2006. Coin-
cidentally, 2004 also ushers in the begin-
ning of the Big Retirement Rush — when
the first wave of baby boomers hits early
retirement age.

It’s no secret that here in Malaysia em-
ployee retention in our increasingly scarce
labour market is of some concern. Cus-
tomer service, manufacturing, and informa-
tion technology jobs are particularly hard
to fill. While the need for IT professionals
has doubled in the last decade, we’re still
graduating the same number of students
from our colleges and universities.

Clearly, unconventional steps are called
for. As Albert Einstein said, “The significant
problems we have cannot be solved at the same
level of thinking with which we created them.”

A recent conversation with a single mother
in a manufacturing firm led to a discussion
of why she would consider leaving her
present employer. She’s stayed at least five
years in every job she’s ever held, but this
may soon change. “I love my job and the
people I work with, but I’ve interviewed
seven times in the past six months. I don’t
want to leave, but I will because of two things:

� If I’m offered better health care benefits
than what I’m getting here.

� And if my relationship with my manager
does not improve.

I hate the idea of starting all over again
— going through that learning curve and
being ‘low man’ on the totem pole. If it
were not for my friends here and the
health care benefits here, I’d be gone.”

Managers are the key
Our supervisors and managers hold

the key to employee retention and
organisational profitability in their hands.
They are the most important resource
when it comes to keeping the best and
brightest.

From the authors of, First Break All the
Rules: What the World’s Greatest Managers
Do Differently, employees leave managers,
not companies. What was the real reason
you left your last job? For most of us, higher
pay is usually not the No. 1 motivator.

When the Gallup organisation surveyed
80,000 managers and one million employ-
ees, they discovered most employees want,
more than anything else, a good boss. “If
your relationship with your manager is
fractured, then no amount of ‘in-chair mas-
saging or company-sponsored dog walking’
will persuade you to stay and perform. It
is better to work for a great manager in an
old-fashioned company, than for a terrible
manager in a company offering an enlight-
ened, employee-focused culture.”

Encourage your leaders to regularly
practice the concepts Gallup found contrib-
ute to becoming a great manager.

Select employees for their innate talents
more than their knowledge or skills. Tal-
ents are defined as the recurring patterns
of thought, feeling or behaviour that lead
to excellence.

While many recruiters have been prac-
ticing this for years, resistance is still alive
and well. Talented people can learn the
technical skills. Hire them for their capa-

Employee Retention:
Dare to be Different!

By Trevor Goddard

AT

bilities and potential, based on how they’ve
applied their talents in the past.

Define desired outcomes, not the path for
getting there. Focus on the results and throw
out the micromanaging. Just because you’re
the supervisor doesn’t mean you have to, or
should, know all the answers. You’ve hired
smart people — allow them the opportunity
to show them how smart they really are.

Motivate by building on strengths vs. man-
aging their weaknesses. If you approach
employees with the idea they need to be
‘fixed’, you are doomed to failure. The most
effective way to motivate others is to help
them become more of who they already are.

Develop your employees by helping them
find the right fit between talents and work
responsibilities. Encourage them to quan-
tify and analyse their accomplishments on
a weekly basis, rather than through the an-
nual performance review we usually rely on.

Look for the areas of strength that reoc-
cur and purposely help them move towards
the responsibilities that capitalise on them.
Projects, special assignments, involvement
in one of the many professional associa-
tions in the country, job shadowing and
cross training are all viable options. Break
with conventional wisdom.

According to the authors of First Break
All the Rules: What the World’s Greatest
Managers Do Dif ferently, great managers
break the rules of conventional wisdom
and hold onto talented employees by:

� Helping all employees become more of
who they already are.

� Being willing to treat each person differ-
ently. Note: this doesn’t mean we treat
people unfairly, but recognises that
people don’t always respond positively
to the same approach.

Believe you can be a great manager and
a great friend at the same time. The true
test is in knowing how to draw appropriate
boundaries in any setting.

Accept that you cannot change people.

The best you can do is help facilitate
their growth.

Possess a deeply held trusting nature.
Great managers do not strive to “catch”
people doing something wrong, but
look for the good and work hard to
build on it.

2

3
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In a an effort to promote the ac-
countancy profession, the Malay-
sian Institute of Accountants, in
collaboration with other profes-
sional accounting bodies such as
The Association of Chartered
and Cer tified Accountants
(ACCA), The Chartered Insti-
tute of Management Accoun-
tants (CIMA), CPA Australia,
and The Malaysian Institute of
Certified Public Accountants
(MICPA) organised the Forum
on the Accountancy Profession
on 18 August 2004 at the Securi-
ties Commission Auditorium.

Targeted at career guidance
counsellors and accounting
subject teachers from Wilayah
Persekutuan and Selangor, the
main objective of this Forum
was to disseminate career guid-
ance information on the ac-
countancy profession to ensure
that students would have ac-
cess to accurate and relevant
information on the career op-
tions in store for them, should
they choose accountancy as
their preferred career

Via this collective effort, the
Institute and the other partici-
pating professional accounting

Accountancy Forum to
Disseminate Information
on Profession to Schools

bodies hoped to equip counsel-
lors and teachers with compre-
hensive information on the pro-
fession to facilitate the career
counselling process in schools.

The Deputy Director of
Schools for Federal Territory,
Ministr y of Education,
Mokhtar Taib commended the
Institute on the effort put in to
organise the Forum. He said
that such forums are highly
beneficial as it helps school
counsellors gain more informa-
tion to allow them to shed light
on the many issues and doubts
raised by students with regards
to choosing accountancy as
their career. Of-
ten, there is an is-
sue of accessibil-
ity to these kinds
of information,
but a forum such

as this gives them a good op-
portunity to expand their grasp
on profession-related informa-
tion.

The president of the Malay-
sian Institute of Accountants
(MIA) Datuk Dr. Abdul Samad
Haji Alias meanwhile stated that
he was pleased to see such a
rousing response to the initia-
tive undertaken by the Institute.

He further stated that the Insti-
tute realises the need to work
in tandem with the Schools Di-
vision of the Education Minis-
try to further boost the image
of the profession among school
going students in order to en-
courage them to take up ac-
countancy.

In her speech, the Institute’s
executive director Ho Foong
Moi said that “The idea to
organise such an event was con-
ceived because we had received
feedback that many students
lacked information on the route
towards becoming an accoun-
tant or where to look for the
correct information. “Many stu-
dents were unclear as to what
being an accountant really en-
tails”, she added. Often, stu-
dents also tend to perceive ac-
countancy as a profession for
only those with good grades in
Mathematics or high-achievers.

Datuk Dr. Abdul
Samad Haji Alias

presenting a
memento to

Mokhtar Taib,
Deputy Director of

Schools for
Federal Territory,

Ministry of
Education

School counsellors from all over Selangor and Federal territory at
the regisration table

The forum received an encouraging response

Speakers at the Forum … (L-R) Y.Bhg Dato’ Abdul Wahid Omar,
Y.Bhg Dato’ S. S. Subramaniam, Rusman Amir Zaihan, Wee Hock
Kee (moderator), Dr. Veerinderjit Singh and Mohd Noor Abu Bakar



56 ACCOUNTANTS TODAY • September 2004

Institute News

AT

The Institute played host to a
media luncheon with the senior
editorial members of the New
Straits Times Press Malaysia
Berhad (NSTP) on Wednesday,
4 August 2004 at Pan Pacific
Hotel, Kuala Lumpur.

The objective of the lun-
cheon was to strengthen the
working relationship between
Institute and the esteemed
media organisation. The
lunch gathering was also part
of the Institute’s ef for ts to
share with the local mass me-
dia,  updates of the
Institute’s programmes.

Around 15 members of the
Press took time off from the
newsroom and enjoyed the de-
lightful mix of food and drinks.

Apart from Public Relations
Committee members and its
Chairman, Datuk Nur Jazlan
Tan Sri Mohamed, also present
during the luncheon were the
MIA’s President, Datuk Dr.
Abdul Samad Hj. Alias and the
Executive Director, Ho Foong
Moi, as well as other corporate
officers of MIA. NSTP were
represented by Senior Editorial
Executives from various publi-

Media Luncheon with NSTP
cations in NSTP namely the
Group Editor NSTSB, Group
Editor and Deputy Group Edi-
tor BHSB, Executive Editor,
News; Executive Editor, Life &
Times; Executive Editor, News,
BHSB; Executive Editor, Fea-

Ho added that the right guid-
ance and clear information
about the profession will cer-
tainly prepare the teachers as
well as the students and will
result in a positive effect for the
accounting profession.

Moderated by MIA member
Wee Hock Kee, the speakers at
the forum included MIA mem-
bers such as Y.Bhg. Dato’ Abdul
Wahid bin Omar who covered
the commerce industry, Y.Bhg.
Dato’ S.S. Subramaniam who
spoke on the involvement of ac-
countants in capital markets,
Rusman Amir bin Zaihan who
spoke about the link between

accountancy and the informa-
tion technology industry, Dr.
Veerinderjeet Singh who gave

the participants more insights
on taxation and Mohd Noor bin
Abu Bakar who shared his ex-

perience as a practitioner with
those present.

The MIA Secretariat staf f
later took the school counsel-
lors through the dif ferent
routes of qualifying as an ac-
countant in Malaysia. There
was also a question and answer
session that was held at the end
of the Forum.

Over 400 teachers attended
the event . All the teachers that
the AT team spoke to praised
MIA’s effort in organising such
a forum stating that the infor-
mation gained from the ses-
sions were new to them and
highly enlightening.

tures, BHSB; Executive Editor,
Specialisation; Executive Edi-
tor HM/MA; Chief News Edi-
tor and Deputy, NST; Editor,
News Editor and Associate
Editor of NST Business Times;
and Editor, BH Economic
Desk.

At the luncheon, Datuk Nur

Jazlan said, “Over the years,
the media has been very sup-
portive of the Institute’s activi-
ties and has been instrumental
in increasing the level of aware-
ness on the role, vision and mis-
sion of MIA, to the public.”
With media support, accoun-
tants are also now acknowl-
edged as trusted professionals
in managing various interest
and financial needs of the
stakeholders, he added.

Datuk Nur Jazlan hoped that
such meetings will foster closer
relations between the mass
media and the management of
the Institute. He added that
such partnerships are crucial
in our quest and march towards
the development of a knowl-
edge-based society.

The luncheon consisted of in-
formal networking and discus-
sion among press attendees
and hosts. The guests were
given door gifts each and were
treated to a sumptuous Chi-
nese cuisine. Institute’s Presi-
dent, Datuk Dr. Abdul Samad
said the media luncheon was
the way of showing its appre-
ciation towards the media for
their continuing support in the
past year. AT

A school counsellor making enquiries at the MIA booth

Secretariat Executive Director, Ho Foong Moi and the rest of the
Editorial Board and Public Relations Committee members getting
to know the team from NSTP Berhad

MIA President Datuk Dr. Abdul Samad Haji Alias and the Public Relations
Committee Chairman with senior editorial members from NSTP Berhad
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Turning Accountants
into Entrepreneurs
On 4 to 5 August 2004, 41
people attended a workshop
titled “Commencement of Pub-
lic Practice” which was aimed
at preparing members to take
on the role of entrepreneurs in
the dynamic business environ-
ment of present times.

Held at the Mutiara Hotel in
Kuala Lumpur, the workshop
was meant to address the prob-
lem of ill-preparedness of pub-
lic practice firms in a globalised

environment. The workshop
highlighted areas such as cash
flow requirements for initial
set-ups and licensing require-
ments among others.

The speakers during the
workshop were Heng Chiang
Boh of the FriendBond Group
of Companies who delivered a
session on “Company Secre-
tarial Practice”, Harpal Singh
Dhillon who spoke about “Prac-
tical Taxation”, Nik Mohd

Indoor Games and
Luncheon with the
Malaysian Association
for the Blind (MAB)
As key members of the
Brickfields neighbourhood,
MIA recently organised the “In-
door Games and Get Together
Luncheon with MAB Resi-
dents”, a special tie-up with the
Malaysian Association for the
Blind (MAB). The event was
organised on the 28 August
2004 from 9.00 am till 1.30 p.m.
at Kompleks MAB, Jalan Tun
Sambanthan 4, Brickfields.

During the event, MIA sec-
retariat staff had the chance to
spend time and interact with
MAB residents while playing
indoor games like carom,
congkak, chess and goal-ball, a
game which is played by the

blind.
The game kicked off with a

demonstration by the MAB resi-
dents. MIA staff were then blind-
folded and pitched against MAB
residents. The MAB residents
proved too good to beat and they
won against the blindfolded MIA
staff with a cool 7 – 4 score.

In her speech, the Institute’s
Executive Director, Ms Ho
Foong Moi said that, “For most
people, the Malaysian Institute
of Accountants (MIA) is just a
regulatory body which regu-
lates the accountancy profes-
sion in this country, but there
is also another side of MIA that
we would like to share with the

future, that will not only enrich
the lives in the local community,
but that of the entire nation.

Present during the event
were Mr. Godfrey Ooi, Deputy
Executive Director, Malaysian
Association for the Blind and
Mr. Wong Yoon Loong, Princi-
pal, Gurney Training Centre.

During the free and easy
karaoke session, the participants
were entertained by a special
appearance by Godfrey Ooi and
Kadir Jailani, who is a visually
impaired and once a singer back
in 1960s, who sang a series of
beautiful oldies. Some talented
MIA secretariat staff also got to
show off their skills in playing
the guitar and singing.

The MIA secretariat staff later
joined the MAB residents for a
get together luncheon. MIA also
rewarded 20 MAB residents
with hampers and other prizes.

The programme was at-
tended by 27 MIA secretariat
staff and 70 MAB residents.

The Institute hopes that this
collaboration with the Malay-
sian Association for the Blind
(MAB) will help promote com-
munity development and en-
richment in Brickfields and re-
inforce the Institute’s image as
a caring corporate citizen.

public. MIA has always been
committed towards supporting
its local communities.

Today’s event partly serves
as a testimony of our “MIA
Cares’ commitment which un-
derlines our belief and commit-
ment to play a positive role in
the community where we oper-
ate. In this respect, MIA has
organised this event to extend
our support to people who are
needy who are located within
our area.”

Ho added that this effort is in
line with the Institute’s role as a
strong supporter of investment
in human capital and in nation
building and the Institute con-
tributes positively to the value
of any community by producing
a competitive generation for the AT

Ho Foong Moi
delivering her speech

During the Goal Ball Game

MIA Secretariat staff Goal Ball Team
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Turning Accountants
into Entrepreneurs
On 4 to 5 August 2004, 41
people attended a workshop
titled “Commencement of Pub-
lic Practice” which was aimed
at preparing members to take
on the role of entrepreneurs in
the dynamic business environ-
ment of present times.

Held at the Mutiara Hotel in
Kuala Lumpur, the workshop
was meant to address the prob-
lem of ill-preparedness of pub-
lic practice firms in a globalised

environment. The workshop
highlighted areas such as cash
flow requirements for initial
set-ups and licensing require-
ments among others.

The speakers during the
workshop were Heng Chiang
Boh of the FriendBond Group
of Companies who delivered a
session on “Company Secre-
tarial Practice”, Harpal Singh
Dhillon who spoke about “Prac-
tical Taxation”, Nik Mohd

Indoor Games and
Luncheon with the
Malaysian Association
for the Blind (MAB)
As key members of the
Brickfields neighbourhood,
MIA recently organised the “In-
door Games and Get Together
Luncheon with MAB Resi-
dents”, a special tie-up with the
Malaysian Association for the
Blind (MAB). The event was
organised on the 28 August
2004 from 9.00 am till 1.30 p.m.
at Kompleks MAB, Jalan Tun
Sambanthan 4, Brickfields.

During the event, MIA sec-
retariat staff had the chance to
spend time and interact with
MAB residents while playing
indoor games like carom,
congkak, chess and goal-ball, a
game which is played by the

blind.
The game kicked off with a

demonstration by the MAB resi-
dents. MIA staff were then blind-
folded and pitched against MAB
residents. The MAB residents
proved too good to beat and they
won against the blindfolded MIA
staff with a cool 7 – 4 score.

In her speech, the Institute’s
Executive Director, Ms Ho
Foong Moi said that, “For most
people, the Malaysian Institute
of Accountants (MIA) is just a
regulatory body which regu-
lates the accountancy profes-
sion in this country, but there
is also another side of MIA that
we would like to share with the

future, that will not only enrich
the lives in the local community,
but that of the entire nation.

Present during the event
were Mr. Godfrey Ooi, Deputy
Executive Director, Malaysian
Association for the Blind and
Mr. Wong Yoon Loong, Princi-
pal, Gurney Training Centre.

During the free and easy
karaoke session, the participants
were entertained by a special
appearance by Godfrey Ooi and
Kadir Jailani, who is a visually
impaired and once a singer back
in 1960s, who sang a series of
beautiful oldies. Some talented
MIA secretariat staff also got to
show off their skills in playing
the guitar and singing.

The MIA secretariat staff later
joined the MAB residents for a
get together luncheon. MIA also
rewarded 20 MAB residents
with hampers and other prizes.

The programme was at-
tended by 27 MIA secretariat
staff and 70 MAB residents.

The Institute hopes that this
collaboration with the Malay-
sian Association for the Blind
(MAB) will help promote com-
munity development and en-
richment in Brickfields and re-
inforce the Institute’s image as
a caring corporate citizen.

public. MIA has always been
committed towards supporting
its local communities.

Today’s event partly serves
as a testimony of our “MIA
Cares’ commitment which un-
derlines our belief and commit-
ment to play a positive role in
the community where we oper-
ate. In this respect, MIA has
organised this event to extend
our support to people who are
needy who are located within
our area.”

Ho added that this effort is in
line with the Institute’s role as a
strong supporter of investment
in human capital and in nation
building and the Institute con-
tributes positively to the value
of any community by producing
a competitive generation for the AT

Ho Foong Moi
delivering her speech

During the Goal Ball Game

MIA Secretariat staff Goal Ball Team
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Becoming entrepreneurs: The speaker addresses his audience

Polishing Business Writing Skills
On 11 and 12 August, 2004, the
Institute organised a workshop
titled Better Grammar for Busi-
ness Writing at the PJ Hilton.
The seminar consisted of both
theory and practice sessions
and introduced participants to
grammatical rules, tenses and
effective sentence styles.

It was aimed at helping partici- AT

AT

AT

Imparting useful grammatical insights: Dr. Ng addresses the participants

pants to understand the rules of
grammar, identify and revise er-
rors in grammar and develop pre-
cision in the use of troublesome
verbs in English among others.

The workshop was delivered
by Dr. Ng Keat Siew who was
formerly an Associate Profes-
sor of English at the Universiti
Teknologi Mara.

Hasyudeen Yusof f who pre-
sented a session titled “Manag-
ing the Firm” and C. K  Ooi who
delivered a topic titled “Busi-

ness Development”. A staff of
the MIA Secretariat also deliv-
ered a talk titled “Professional
and Legal Environment.”

The Institute organised a semi-
nar titled ‘Trade Finance’ on 11
and 12 August 2004 at the PJ
Hilton to give participants in-
sights into what lenders consider
when assessing project loans.

How to Apply for
Loans Successfully

Participants were given tips
into success factors for loan ap-
plications, and how to deal with
problems that arise in the financ-
ing aspect of a project. Upon
completion of the programme,

Q&A session: A participant throwing Leong a question during the seminar

participants would have been
able to appraise projects from the
lenders viewpoint, compute fi-
nancing requirements, break-
even points and repayment ca-
pacities, assess credit risks and
structure project loan facilities
for cost benefits.

The seminar was delivered
by the principal consultant of
WAY Training Consultancy
William Leong who is an ex-
banker with 21 years of experi-
ence in local and foreign banks.

Thirty-four participants at-
tended the seminar.

Practitioners Briefing on
Professional Independence
Following the issuance of the
new By-Law B-1 on Profes-
sional Independence, which is
applicable to all members in

public practice, the Institute
organised a series of Practitio-
ners’ Briefings nationwide from
July until September 2004.

Participants at the registration table before the briefing

Gloria Goh addressing the audience
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A series of workshops and
briefings were organised by
the Institute together with
Bank Negara on the extension
of the Anti-Money Laundering
Act 2001 to include profession-
als such as accountants, law-
yers and company secretaries.

The aim of the workshops/
programmes which was held in
July and August 2004 was to
brief members on the new re-
porting requirements that will
be invoked on accountants and
company secretaries with ef-
fect from 30 September 2004.

The first of the series of
programmes was successfully
launched by the Deputy Gover-
nor of Bank Negara, Malaysia
Y.Bhg. Datuk Zamani Abdul
Ghani on 6 July 2004. There
were 204 participants who at-
tended the event held at Bank

Briefings were held in Kuala
Lumpur, Seremban, Melaka,
Ipoh, Alor Setar, Penang, Kota
Bahru, Kuala Terengganu,
Kuantan, Kuching, Miri,
Sandakan, Kota Kinabalu,
Johor Bahru and Petaling Jaya.
Briefings in Labuan and
Bintulu will be held this month.

The objective of these sessions
is to equip and prepare members
in public practice with the neces-

sary information to understand
and comply with the new By-Law.

The Practitioners’ Briefing in-
cluded a 1 1/2 hour presentation
on the salient points of the new
By-Law and was followed by a
Question & Answer session. A
Practitioners’ Dialogue was
scheduled after the briefing. The
dialogue was used as a platform
for members to raise issues that
they had doubts about.

Anti-Money Laundering Act
2001 Roadshow After 14 years, finally the ac-

countants captured the elusive
title. MIA Sabah broke the
domination by the Institution of
Engineers, Sabah Chapter
since the first inception of the
biennial Inter Professional
Bodies Games in 1989 and
emerged overall winners of the
7th Games 2004 which was
from March to August

The prize giving and closing
ceremony that ended with a
charity run was held on 15 Au-
gust 2004 and was graced by

Sabah We are the Champions
the Sabah Sports & Youth Min-
ister, YB Datuk Masidi Manjun.

The Games attracted more
than 300 participants from six
professional bodies namely
Surveyors, Architects, Medi-
cal, Accountants, Lawyers and
Engineers and featured eight
sporting, disciplines i.e. pool,
darts, basketball, table tennis,
bowling, badminton, golf and
football. The main objective of
the Games is to foster fellow-
ship and promote networking
among fellow professionals. AT

Negara Malaysia, as well as
over 30 invited guests and
some of the MIA Secretariat. A
number of questions were
raised by the participants dur-
ing the Question and Answer
session, which was chaired by
the MIA President. The speak-
ers from Bank Negara Malay-
sia were from the Financial In-
telligence Unit.

Held in locations across the
nation such as Kuala Lumpur,
Seremban, Melaka, Ipoh, Alor
Setar, Penang, Kota Bahru,
Kuala Terengganu, Kuantan,
Kuching, Miri, Sandakan, Kota
Kinabalu, Johor Bahru, Petaling
Jaya, Labuan and Bintulu, the
half day workshop/pro-
grammes attracted many par-
ticipants who were interested in
learning more about the exten-
sion of the Act.

AT

AT

Alexandra Thien and the team captains with the coveted Challenge
Trophy during the closing ceremony

Speakers during the briefing at the Securities Commission in KL ;
(L-R) Beh Tok Koay, Gloria Goh, Datuk Dr. Abdul Samad Haji Alias
and Lam Kee Soon

Lee Swi Heng (left) receiving his prize for 1st runner-up in the
Inter-Professional Body Games 2004
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My advanced speech on Speak-
ing In Praise was recently deliv-
ered at my very own MIA Toast-
masters Club but I must confess
the evaluation that came soon
after, left me somewhat flabber-
gasted! To add insult to injury,
the General Evaluator of the
evening, without much knowl-
edge of what took place, put his
foot in his mouth when he gave
his two cents’ worth.

Allow me to share the inci-
dent. My speech on Speaking In
Praise was of a particular indi-
vidual who was present that
evening. From an earlier discus-
sion with fellow advanced mem-
bers, we agreed that no name
would be mentioned to add to
the so-called “suspense” to the
speech. In any event, nowhere  is
it stated in the manual that the
name of the person praised
needs to be mentioned at the
start of the speech or if there is
a need to set the scene  if the ob-
jective is merely to sing praises.

Nevertheless, after delivering
my speech, my evaluator in ex-
pressing her so-called personal
opinion, immediately lashed out
with a superficial comment that
there should be so and so etc.

My personal wish for other
speakers is that such evaluators
should consult with the speak-
ers in advance to ascertain the
objectives of the speech and to
first understand the “whats” and
“hows” of the speech itself be-
fore jumping to conclusions.
Likewise, the General Evaluator
needs to be more sensitive to
the situation instead of joining
in for the kill! As an Advanced
Toastmaster, I found this utterly
distasteful and rude.

MIA TOASTMASTERS CLUB

Evaluations —  “Thou Shall
Do No Harm”

In any Toastmasters meet-
ing, evaluation plays an impor-
tant role and for every speech
delivered,

t h e
evaluation
is based on “what”
and “how” the speech was
delivered. Speakers must try to
meet the criteria by fulfilling
the objectives stated in both the
Basic and Advanced Communi-
cation and Leadership manu-
als. The content and structure
(What) is stated by the objec-
tives which focus on ‘speech

organisation’ or the ability to in-
form, motivate and inspire the
audience.

The manuals provide a guide
that emphasise the tools of de-
livery (how), such as vocal pro-
jection, eye contact, the use of
humour which is highly encour-
aged and body gestures. There-
fore an ef fective evaluation
must always address these ob-
jectives as well. Any evaluator
who disregards these, in effect
also disregards the specific
steps as outlined in the manual
which speakers adopt in order
to become better presenters.

I know, I know, I know, all
evaluations are merely “per-
sonal opinions”. However some
of these personal comments
deliberately try to sabotage the
speaker altogether with cutting

words and
superficial inter-

pretations of what was de-
livered. Individuals like these
should refrain from being
evaluators. Evaluators are
there to give guidance and to
assist speakers to becoming
better presenters. They are not
there to show off how acid their

comments can be or indeed
tussle with the speaker in a play
for power!

On a lighter note, like any
good presentation, a good
evaluation takes the form of an
opening, body and an ending.
However, ever y evaluation
must reiterate the speech ob-
jectives. By doing so, the evalu-

The MIA Toastmasters Club meets every 1st and 3rd Thurs-
day. The following are meeting dates for October 2004:

� 7 October 2004  & 21 October 2004

Time of meeting 6.30 p.m. to 7.00 p.m.
(refreshments and fellowship)

7.00 p.m. to 9.00 p.m. (meeting proper)

Venue 2, Jalan Tun Sambanthan 3, Brickfields,
Kuala Lumpur (near YMCA and KL Sentral)

Entrance fee RM5 per person

Those who are interested are requested to contact Shuhairah at
Tel: 03-2279 9200 Ext. 323 or via e-mail at shuhairah@mia.org.my.

ator can maintain a razor sharp
eye on how often the speaker
is hitting bull’s eye.

A good evaluation always in-
cludes a word of honest praise
while cleverly working in the ar-
eas for improvement that are

within the speaker’s ability.
On this note, to all speakers,

do not be discouraged by “in-
sensitive” evaluators, who you

will no doubt come across from
time to time. Believe in yourself
for you can be as good as the
Toastmaster next to you!

Lastly, it was with much sad-
ness that club members bid
farewell to our first CTM Karu.
Members still remember his
proud moment in October
2003, less than four months af-
ter our Chartership. Karu who
was Vice-President of Member-
ship then, clinched the first
CTM title. He went on to com-
plete his Competent Leader
(CL) manual and the Advanced
Toastmasters — Bronze title
(ATMB) in June 2004. He has
indeed done the club proud.
Karu will leave for Australia on
a job posting and he has cer-
tainly shown the spirit of “Ma-
laysia Boleh”.  To Karu, the
MIA Toastmasters Club wishes
you well and may you continue
to guide many other people into
the wonder ful world of
“Toastmastering” even when
you’re Down Under.

Raymond Liew
Charter President, MIA TmC

“Evaluators are there to give guidance and to assist

speakers at becoming better presenters. They are not

there to show off how acid their comments can be or

indeed tussle with the speaker in a play for power!”

Institute News
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Twenty Per Cent of Korean Companies
Rig Accounting
ACCOUNTING irregularities in the US are stuff that has been making news for
some years now. What’s happening in other countries? Well, in a survey, things do
not seem all that square in South Korea.

One out of every five companies listed on the Korean stock market have been engaged
in accounting irregularities, according to the Federation of Korean Industries (FKI).

In a survey of 129 listed companies, the FKI found that about 20 per cent were
ordered to rectify financial statements either by auditors or regulators over the past
few years, according to The Korea Times (times.hankooki.com).

The news report, released in early August, says about 13 per cent of the firms
were able to avoid reproach from the Financial Supervisory Service (FSS) thanks to
early detection by auditors, namely accounting firms, but seven per cent were caught
in the FSS crackdown and received sanctions.

 It does not stop there. The survey further shows that another 30 per cent of the
129 companies were found to have corrected their financial statements due to changes
in the nation’s accounting standards (13 per cent), voluntary moves (eight per cent)
or technical mistakes (nine per cent).

The Korea Times, quoting a FKI official, reports that about seven per cent of them
might have intentionally manipulated their financial statements, either inflating earn-
ings or deflating losses.

Five months ahead of the introduction of the class
action system, the federation claimed the government
should pardon past irregularities in corporate records
in consideration of Korea’s international image. But the
FSS is set to turn up the heat on corporate accounting
fraud. Last week, the regulatory agency launched in-
vestigations into the quarterly and semi-annual reports
of 20 major business groups, including Samsung, LG
and SK.

The newspaper reported that the inquiries are focused
on illegal insider trading between parent companies and
subsidiaries. According to FSS inspectors, the body plans to censure any companies
found to have fabricated accounting records.

“There are allegations that several companies affiliated with major chaebol have
reduced their overseas borrowings in their accounting via secret funding from sub-
sidiaries abroad.

“According to FSS regulators, the investigations will continue through October.
As the financial market was hit by fraud involving SK Networks, formerly SK Glo-
bal, and SK Shipping last year, the FSS has broadened its inquiry beyond only ac-
counting issues,” the report says.

Between 1998 and 2003, the FSS reprimanded more than 400 Korean-based com-
panies, including conglomerates, for fraudulent accounting amounting to about 30
trillion won.

The FSS, in its recent report to the National Assembly, said seven of the top 10
conglomerates have been implicated in irregular bookkeeping practices over the
past three years. The groups include LG, Hyundai, SK, Hanwha and Kumho.

 WORLD NEWS
Thousands Fail First
Level of the CFA Exam
The passing rate is pretty pathetic. And this
is just for the first stage of the Chartered
Financial Analyst (CFA) exam.

A mere 34 per cent of the 35,000 financial
industry professionals who took the first sec-
tion of the CFA exam this spring passed,
which represents the highest failure rate since
the test began in 1963, Dow Jones reported.

The figures are way below the usual pass-
ing of some 52 per cent for the first part.

Known as one of the most difficult ex-
ams, the wire services reported that the
CFA is routinely failed by finance profes-
sors and Wall Street veterans, and is seen
as a badge of honour by those who do pass.

In the US, the only way for a Wall Street
analyst to bypass the practical-knowledge
section of a new mandatory exam is to pass
the first two levels of the CFA. Those who
failed received a sharply critical letter last
week from the CFA Institute, the non-profit
educational organisation that oversees the
exam and the CFA designation.

CFA Institute’s chairman, Theodore
Aronson, and its president, Thomas Bow-

man sent the letter say-
ing the 2004 results are
indicative of a downward
trend. They said the
exam’s grading hasn’t
changed, but the effort
put forth by exam-takers
has fallen of f, repor t
online website
AccountingWeb.com.

“Over the years … we
have seen a steady de-

cline in the percentage of CFA candidates
who indicate that they are seriously pre-
paring for the CFA examination,” Aronson
and Bowman wrote in the letter.

The CFA is a three-level examination of-
fered over multiple years and it tests financial
industry knowledge, covering topics from eth-
ics to derivatives, Dow Jones reported.

For the first 30 years of the exam’s ex-
istence, the average pass rate for the first
level was 52 per cent. The results for lev-
els two and three have not yet been re-
leased this year, but the average pass rates
for those levels usually are 55 and 69 per
cent respectively, the agency reported.

“Over the years … we have seen

a steady decline in the percentage

of CFA candidates who indicate

that they are seriously preparing

for the CFA examination.”
Theodore Aronson, Chairman,

 Thomas Bowman, President, CFA Institute

AT
AT
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Accounting Leads Rise,
Making Boards Edgy
Are more corporate people blowing the
whistle on potential wrongdoing at their
workplaces? It seems so.

Two years after passage of the Sarbanes-
Oxley Act, forensic accountants, corporate
lawyers and the Securities and Exchange
Commission are reporting a sharp increase
in whistleblower complaints about account-
ing problems at publicly traded companies,
reports USA Today.

The law requires public companies to
add costly controls in their accounting de-
partments and holds top executives re-
sponsible for any misleading information
in financial statements. One section of the
Act also provides federal protection to
would-be whistleblowers.

Hence, according to an end-July article
in the US-based newspaper, warnings
about accounting problems are reaching
boardrooms at an unprecedented rate.

“There is increased whistle-blowing ac-
tivity,” the newspaper quotes Harvey Kelly,
a forensic accountant who heads fraud in-
vestigation at law firm Alix Par tners.
“There’s an increased awareness on the
part of people that Sarbanes-Oxley gives
protection to individual whistleblowers.”

Kelly says it’s dif ficult to quantify the
increase in whistleblower complaints. He
says his firm has received a steady stream
of calls from boards of directors about in-
ternal allegations of accounting fraud.

“Whistle-blowing has become almost a com-
mon feature of corporate life,” said Michael
Young of Willkie Farr & Gallagher, a law firm
that investigated accounting fraud at Cendant.
“I’ve been hearing it and living it.”

Young says the increase in complaints
has put boards of directors in a difficult
spot. “In this environment, every eruption
has to be seriously considered,” he said.
“What if somebody writes on the back of a
candy wrapper that your bad debt is un-
der-funded? Do you take it seriously? Do
you have to launch an investigation?”

Kelly says that’s happening at many com-
panies. Boards are asking him to determine
which complaints are unfounded grumblings
from disgruntled employees and which are
legitimate claims of accounting fraud.

According to the report, the SEC re-

ceives tips about possible violations of se-
curities laws through its e-mail complaint
service (www.sec.gov/complaint.shtml).
Complaints jumped from 77,000 in 2001 to
180,000 last year. The SEC has received
nearly 250,000 complaints this year.

New Position: Chief
Compliance Officer
The overwhelming range of new duties
brought on by corporate reform legislation
has prompted many companies to create
the position of chief compliance officer, the
Wall Street Journal reported.

The problem is, companies are not al-
ways clear on who the chief compliance of-
ficer should report to or even what that per-
son should do.

The Sarbanes-Oxley Act does not re-
quire the new position, but 36 per cent of
companies now have a chief compliance
officer, according to a recent study from
market research firm Meta Group. In the
pre-Enron era, the chief financial officer
usually handled financial compliance work,
while other types of compliance fell under
the duties of a chief operations officer or
were spread throughout the business.

According to a news item posted on
AccountingWeb.com, the Meta Group found
two common problems with how companies
handle the new position: too many compa-
nies are allowing the CEO to supervise the
CCO, and companies are not working on
developing a good relationship between the
CCO and chief information officer.

Meta, which surveyed 300 executives,
says 45 per cent of companies with a CCO
have that person reporting to the top ex-
ecutive, which is a bad idea. The CCO
would be in an awkward position if the CEO
was involved in any compliance problems.

“We believe this role should report directly
to the board of directors,” said Meta in its
study. CCOs should meet regularly with
board members, at a minimum. Only 10 per
cent of CCOs reported to the chairman or
the board; 17 per cent reported to the CFO,
13 per cent to the chief information officer
and six per cent to legal personnel. And seven
per cent of respondents didn’t know who
their CCO reported to, the study said.

The problems do not end there. There
is also the issue of lack of coordination be-

tween the CCO and the CIO, who can help
the CCO understand software used in com-
pliance work. “The chief compliance officer
absolutely has to lean on the CIO to un-
derstand where the hooks and liabilities
are,” said David Yockelson, a senior vice
president at Meta Group.

Europe exhorts US to
end dual audit demand
by 2007
The US has been urged to drop its costly
requirement that European companies
with US share listings produce financial
statements under American accounting
rules, The Financial Times reports.

John Tiner, chairman of the Committee
of European Securities Regulators’ group
on financial reporting, said 2007 should be
an appropriate time for the US to end its
requirement that European companies rec-
oncile their accounts to US rules.

However, he warned such action de-
pended on European Union member states
ensuring robust enforcement of the inter-
national accounting standards, due to be
used by EU listed companies from 2005.

“I would hope by 2007 that the US would
have seen two years of IAS accounts. By
then there is time to have seen whether
Europe has got its act into gear on enforce-
ment … 2007 looks like a date which makes
some sense.”

The London-based newspaper, in a 9 Au-
gust report, says European companies with
US share listings publish annual reports with
two sets of accounts: one set under their na-
tional accounting standards and a second
under US reporting rules. They complain
about the time and money spent producing
two sets of accounts, and the confusion it
causes investors, because income statements
and balance sheets look markedly different.

Tiner said another reason why 2007
should be appropriate for the US to drop
the reconciliation requirement was the
EU’s examination of concessions for US,
Canadian and Japanese companies that
raise capital in Europe. The Commission
must decide by 2007 whether US, Canadian
and Japanese reporting rules are equiva-
lent to international accounting standards.

If it concludes they are, US companies that

AT
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Audit Firms
Registered with MIA
FROM 1 TO 31 JULY 2004

AUDIT FIRM’S NAME AF NO

SABAH
Alan Khoo & Co 1553
Lot 20-2, 3rd Floor, Block D, Damai Plaza
Phase III, Jalan Kolam, Luyang
P.O. Box 12196, 88824 Kota Kinabalu
Tel: 088-712904   Fax: 088-236011

Liaw & Co. 1545
2nd Floor, Shop Lot No. 3, Taman Iramanis
Jalan Lintas, 88300 Kota Kinabalu
Tel: 088-387526   Fax: 088-387527
e-mail: chongyah@tm.net.my

V.H. Chu & Associates 1556
TB 1786, 1st Floor, Jalan Haji Karim
Peti Surat 61883, 91028 Tawau
Tel: 089-766062   Fax: 089-766062
e-mail: patchum@pd.jaring.my

WILAYAH PERSEKUTUAN

LS Ng & Associates 1548
No. 16M (Room 1), Jalan Perdana 6/8
Pandan Perdana, 55300 Kuala Lumpur
Tel: 03-9200 4336   Fax: 03-9200 4232
e-mail: lngls@tm.net.my

Non-Audit Firms
Registered with MIA
FROM 1 TO 31 JULY 2004

 NON-AUDIT FIRM’S NAME NF NO
JOHOR DARUL TAKZIM

J. Anthony & Co. 0554
32, 2nd Floor, Jalan Ros, 85000 Segamat
Tel: 019-7898868
e-mail: joay007@hotmail.com

Pang & Associates                               0556
10 (Room B) Tingkat 2, Jalan 1A
Taman Maharani, Jalan Bakri, 84000 Muar
Tel: 06-9523168   Fax: 06-9520551
e-mail: pcs2599@pd.jaring.my

Patrick Luah & Co. 0553
25, Jalan Lambak (1st Floor), 86000 Kluang
Tel: 07-773 4699   Fax: 07-773 7743
e-mail: luahpatrick@hotmail.com

PERAK DARUL RIDZUAN

G. Pachaiy & Co. 0555
No. 17A, Laluan Sg. Choh 7
Taman Berjaya Baru
Tanjung Rambutan, 31250 Ipoh
Tel: 017-590 1609

M E M B E R S ’  U P D A T E
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International News

issue shares or bonds in the EU would not
have to produce prospectuses from 2007 un-
der the international standards. However, Mr
Tiner warned the EU could complicate its
efforts to persuade the US to drop the rec-
onciliation requirement if it failed to make
full use of the international standards.

Accountants Strive to
Learn Lessons from
Recent Business
Scandals
By studying 18th centur y accounting
records of slave plantations or payroll
records of a 19th century railroad com-
pany, accountants at the 10th World Con-
gress of Accounting Historians learn valu-
able lessons about their profession’s roots.

But the profession’s more recent history
— the accounting scandals that brought
down giant corporations and bankrupted
investors — provoked much discussion at
the conference, which brought accoun-
tants from 20 countries to the University
of Mississippi this week.

According to a Newswise report, there
are as many lessons to learn from Enron,
World Com, Adelphia and Parmalat as
there are from a 14th century ledger and
other historical treasures housed at the
National Library of the Accounting Profes-
sion at Ole Miss, delegates said.

There are various issues to take home,
according to the report posted on the
www.smartpros.com.

Eugene Flegm, the former auditor of
General Motors Corp., bemoaned the lack
of rear end-kickers in the accounting pro-
fession. Accountants should not be afraid
to stand up to the pressure from CEOs
looking to exaggerate profits to impress
stockholders. “I would’ve been a great um-
pire,” Flegm said. “I would love to throw
the managers out of the game.”

According to Flegm, a number of factors
in modern accounting practices created the
conditions for a ‘perfect storm’, in which the
scandals of the past three years were nearly
inevitable. A lack of business ethics, a con-
gressional misunderstanding of the role of
the Securities and Exchange Commission,
pressure from company boards of directors,
and poor internal controls all contributed

to a bad environment, Flegm said.
Most of all, Flegm said, public account-

ing became a commodity, and financially
dependent on the companies for whom they
should have been watchdogs. “The goal had
become to please the clients,” he said, with
accountants telling CEOs what they wanted
to hear instead of the verifiable truth.

Halliburton settles
accounts case
US oil services group Halliburton is to pay
US$7.5m to settle charges that it failed to
disclose a change in its accounting prac-
tices during 1998, report the BBC News.

US Vice-President Dick Cheney, who ran
Halliburton at the time, gave sworn testi-
mony to the inquiry conducted by the Se-
curities and Exchange Commission.

The commission found that Halliburton
used “materially misleading” statements
about its income during the period. The
company neither admitted nor denied the
findings in making its settlement.

The Securities and Exchange Commission
(SEC) brought charges against the Houston-
based oil services company, former chief fi-
nancial officer Gary Morris and former fi-
nancial controller Robert Muchmore.

Cheney, who ran the company between
1995 and 2000, was not charged.

The SEC said Halliburton failed to dis-
close a 1998 change in accounting practices
that caused its profit statement for that year
and 1999 to be “misleading”. In one ex-
ample, profits were inflated by 46.1 per cent
in the 1998 annual report, it said.

“Halliburton’s penalty for the disclosure
failure reflects lapses in the company’s con-
duct during the course of the commission
investigation, which commenced in mid-
2002,” the SEC said.

Halliburton and Muchmore agreed to a
settlement, with Muchmore paying a penalty
of US$50,000 and the company US$7.5m.

Cheney “provided sworn testimony and
co-operated willingly and fully in the inves-
tigation conducted by the commission’s
career staff,” the SEC said.

Last year Halliburton, the US’s second-
largest oil services group, agreed to pay
US$6m to settle lawsuits over accounting
practices involving cost overruns on con-
struction projects.

AT
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news from professional bodies  C O L U M N S

ACCA Malaysia hosted a two-
day conference “Responsibility
in Business” to celebrate
ACCA’s centenary anniversary.
Nearly 400 CEOs, CFOs, busi-
ness leaders, financial control-
lers, government officers, prac-
titioners, members of the
academia and consultants at-
tended the conference.

YB Tan Sri Nor Mohamed
Yakcop, Minister of Finance II,
the keynote speaker of the con-
ference started the speech by
commenting how recently the
Government has appointed a
number of professional accoun-
tants, all of whom are ACCA
members, to head Government-
Linked Companies (GLCs) with
a clear mandate to enhance per-
formance. According to Nor
Mohamed all these profession-
als have been selected based on
their professionalism, integrity,
hard work and ability, the val-
ues which ACCA champions to
all members.

The future of business de-
pends on all parties playing
their roles with professionalism
and integrity, be it the Govern-
ment or professionals, said Nor
Mohamed further. “The Gov-
ernment will of course play its
role through regulatory bodies
but it is necessary that partici-
pants in business such as ACCA
professionals uphold their busi-
ness integrity and accountabil-
ity standards,” he said.

Nor Mohamed said that the
business community must em-
brace values that are important
to society as a whole, which in-
clude sound ethics, high stan-
dards and on-going investment
in human resources manage-

Responsibility in
Business — Centenary
Conference in Malaysia

ment. He said that investors’
and stakeholders’ demands for
evidence that companies are
acting responsibly will become
more influential and pervasive.
Non-financial repor ting will
soon become standard practice
— as evidenced in the recent
launching of “Environmental &
Social Reporting” by the ACCA.

Later, at a press conference,

Nor Mohamed urged more Ma-
laysians, especially Bumi-
puteras, to join the accounting
profession. Saying that Bumi-
puteras’ involvement in the pro-
fession was still lacking, the gov-
ernment hoped that more would
qualify as accountants so that
they could serve in the corporate
sector and big accounting firms.

The conference received a lot
of press coverage, both in the

print and electronic media. In ad-
dition to that, the speakers of the
conference and ACCA members,
many of whom are the ‘who’s
who’ in Malaysia’s business com-
munity were also featured in the
media in Malaysia during the
conference. Among them were
Dato’ Che Khalib Mohamad
Noh, Chief Executive Officer of
Tenaga Nasional Berhad, Zaiton
Mohd Hassan, President and Ex-
ecutive Director Malaysian Rat-
ing Corp Bhd (MARC), Yusli
Mohamed Yusoff, Chief Execu-
tive Officer of Bursa Malaysia
Bhd, and many more.

Yusli presented his paper on

“Regulator y Bodies Taking
The Lead in Corporate Gover-
nance”, alongside Assistant
Governor of Bank Negara Ma-
laysia Datuk Mohd Razif Abdul
Kadir and the Director of Is-
sues and Investment Divsion of
the Securities Commission
(SC), Kris Azman Abdullah.

During his presentation,
Mohd Razif said effective cor-
porate governance was crucial

for the financial sector in man-
aging risks. He said as the
regulatory authority respon-
sible for the regulation and de-
velopment of the capital mar-
ket, Bank Negara was commit-
ted to improving the quality of
corporate governance among
listed entities in Malaysia.

Kris Azman said the SC had
given emphasis on stronger
corporate governance frame-
work in Malaysia.

There was also a call from the
Executive Director of Transpar-
ency International Malaysia,
Lee Chong San for the govern-
ment to consider giving tax in-
centives for funds allocated for
funding corporate governance
programmes by companies.

He said monetary incentives
could encourage companies to
conduct programmes, such as
good corporate governance
within their entities.

Other role players for the con-
ference were Dato’ Dr. Michael
Yeoh, ASLI CEO, Dato’ Dr.
Anwar Fazal of UNDP, Datin
Aminah Pit of Business Ethics
Institute of Malaysia, Loh Lee
Soon of Oracle Corporation
Malaysia, Paul Moxey, ACCA
Head of Corporate Governance,
Associate Prof. John Zinkin of
The University of Nottingham
(Malaysia Campus), Lee Swee
Seng of OpenSys (M)Berhad,
Tan Sri Dato’ Zaki Tun Azmi,
Partner of Shahrizat, Rashid &
Lee, Jon Chadwick, Chairman
Shell Malaysia, Pang Cheong
Yan, General Manager Swedish
Marque and Allen Blewitt,
ACCA Chief Executive.

The centenary celebration in
Malaysia ended with a Gala Din-
ner after two days of confer-
ence. Tan Sri Nor Mohamed
Yakcop, represented YAB Dato’
Sri Najib Tun Razak, the Deputy
Prime Minister as the Guest of
Honour. More than 700 guests
attended the celebration. AT

Stronger Ties — (left) John Brace, ACCA President with Tan Sri Nor
Mohamed Yakcop, Second Finance Minister during the conference
opening ceremony

About 400 participants attended the ACCA's CentenaryConference
entitled “Responsibility in Business”
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News from Professional Bodies

CIMA’s 71st President
At CIMA UK’s Annual General
Meeting last June, Professor G.
Roland Kaye FCMA was
elected as CIMA’s 71st Presi-
dent. He is currently Dean of
the Open University Business
School, the largest and leading
distance learning business
school in Europe. He is also on
the executive of the Association
of Business Schools and a Di-
rector of Open University
Worldwide Ltd. Professor Kaye
is a Visiting Professor of East
Anglia School of Management.

Professor Kaye is ideally
suited to the role of CIMA’s
presidency. His career has
taken him into the worlds of
both business and academia,
and his experiences have left
him with a solid appreciation of
the needs of the Institute’s

The Malay Mail Big Walk 2004
(the “Biggie”) was indeed a
memorable event for the 28
members and students of
CIMA. They joined some
10,000 participants including
those from Australia, Hong
Kong and Singapore in the
walk which was flagged of f
from Stadium Merdeka on 8
August 2004.

The CIMA members and stu-
dents took part in this fitness
event for the third consecutive
year since 2002. Not only did
they get to test their stamina,
each person participated with
team spirit and camaraderie.
They also received Certificates
of Appreciation upon comple-
tion of the Big Walk that
stretched a total of 11
kilometres. The walk was to be
completed within two hours for
women and within 1 hour 15

stakeholder groups. His first
contact with CIMA was in the
early 1970s when he studied for
his qualification as a manage-
ment trainee. After getting in-
volved at branch level, Profes-
sor Kaye moved into policy-
making on what was then
called the electronic data pro-
cessing committee. Later he sat
on a number of other commit-
tees, including education and
training and student develop-
ment. He has also chaired the
education and exams board
and served as a member of the
executive committee. He drew
on his background in education
to lead two major syllabus re-
views and he became a Coun-
cil member in 1996.

Professor Kaye said: “CIMA
members, as accountants in

Professor
G. Roland Kaye

business, are playing a pivotal
role in driving some of the
world’s most successful
organisations, in both the pri-
vate and public sectors. As a
community of professionals,
we have a wholehearted com-
mitment and responsibility to
lifelong learning and increas-
ing the employability of all
members. Over the next twelve

months we will be rolling out
our CIMA Professional Devel-
opment programme to support
our members. I am particularly
interested in exploring how we,
as a professional body, find fur-
ther ways of sharing the im-
mense body of knowledge and
expertise among our member-
ship, for the benefit of employ-
ers and clients worldwide.”

The other honorary officers
elected at the CIMA AGM were
Ian Christison FCMA, now
Deputy President, whose career
has spanned senior manage-
ment roles in industry and edu-
cation as well as consultancy.
John Coghlan FCMA, previ-
ously Country Chief Executive
of Smurfit UK and previously
President of the CIMA Repub-
lic of Ireland Division, was
elected Vice-President. AT

Having Fun at the Biggie
minutes for men.

Chin Seng Bin, 21, a student
who took part in the event, did
not win the prized Proton Waja
1.8 but the car was an added
incentive for him to join the
walk with the other partici-
pants from around the globe.
Another student, Ng Yoke Yin,
21, said that the Big Walk was
fun and a good way to contrib-
ute to charity. She added that
the Big Walk is also one of the
ways to keep fit and at the same
time compete in a friendly man-
ner.

CIMA’s participation in the
Malay Mail Big Walk is an an-
nual activity organised by the
CIMA Students Club. The Club
comprises students who are
currently pursuing the CIMA
qualification and various activi-
ties are organised throughout
the year. AT

From left … Cammy Law Sooi Yee, Ng Toke Yin and Gan Shuxian with
Certificates of Appreciation at the Malay Mail Big Walk 2004

The CIMA group at the Malay Mail Big Walk 2004
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CPA Australia and the Finan-
cial Reporting Council (FRC)
recently signed a landmark
Memorandum of Understand-
ing (MOU). The MOU pro-
vides the FRC with oversight of
CPA Australia’s Quality Assur-
ance (QA) review processes in
relation to auditor indepen-
dence.

Under the MOU, CPA Austra-
lia will provide detail of its Qual-

Improved Oversight for
Auditing Profession

CPA Australia President, Dr Ken Levy, FCPA seals the agreement
with FRC Chairman, Charles Macek

ity Assurance review process
and general outcomes of re-
views undertaken as they relate
to auditor independence, and
will also provide information
concerning CPA Australia’s dis-
ciplinary process regarding au-
ditors. This is the first time CPA
Australia has signed an MOU
with an oversight body.

CPA Australia President,
Ken Levy says the agreement

Informative One-stop
Technical Seminar
In its quest to enhance the tech-
nical skills and knowledge of
the finance, accounting and
business community, CPA Aus-
tralia organised a one-day High
Profile Seminar at the Pan Pa-
cific Hotel on 15 July 2004.
Over 100 participants took part
in the event, which featured
four top-notch professionals
from various organisations.

The seminar which focused
on “Reporting and Compliance
Issues: Financial Accounting
and Tax Perspectives” pre-
sented experts from varied in-
dustries namely YBhg Dato’
Nordin Baharuddin, Board
Member of MASB and Execu-
tive Chairman of Ernst &
Young; Dr. Veerinderjeet Singh,
Tax Adviser of Ernst & Young
Tax Consultants; Josephine Ed-
ward, Sector Head of Bursa
Malaysia Listing Compliance
Department and Nik Mohd
Hasyudeen Yusoff, Executive
Chairman of Khair uddin,
Hasyudeen & Razi.

“The seminar not only
brought together experts from
diverse fields but also individu-

als with different technical back-
grounds. It was more of a one-
stop information and network-
ing event,” said Malaysia Divi-
sion Director, Tam Kam Peng.

While the presentations en-
abled the par ticipants to
strengthen their technical know-
how, the intervals allowed room
for the building of profitable re-
lationships as well as bridging
the inherent communication
gaps between organisations.

The talks presented ranged
from the complex issues of cor-
porate tax management to the
basics of effectively utilising an
annual report. Dato’ Nordin kick-
started the event with an informa-
tive presentation on the New Fi-
nancial Accounting Framework in
Malaysia . He elaborated on the
local regulatory framework, fo-
cusing on international develop-
ment and its impact on the ac-
counting community.

The second presentation was
no less compelling when Dr.
Veerinderjeet gave a detailed
evaluation of the self-assessment
tax system, responsibilities of
taxpayers and practitioners as

well as the importance of man-
aging risks. He also elaborated
on the provisions of the Income
Tax Act 1967 and the penalties
imposed, emphasising the need
to apply the concept of ‘reason-
able care’.

This was followed by a com-
prehensive overview of Bursa
Malaysia by Josephine Edward,
with emphasis on compliance
obligations and immediate dis-
closure requirements to be ad-
hered by Public Listed Compa-
nies (PLCs). She also dis-
cussed on the regulatory func-
tions of Bursa Malaysia and the
Securities Commission (SC) as
well as the demutualisation of

“is a positive step toward
achieving a more transparent

oversight system for the audit-
ing profession.” AT

Dato’ Nordin kick-starting the seminar with is presentation.

the Bursa.
The seminar concluded with

Nik Hasyudeen’s invaluable in-
sight into the importance of the
annual report. He divulged in-
formation on how organisations
could harness maximum value
from annual reports and why
these financial showpieces have
in time become an effective in-
vestment tool.

Positive response was re-
ceived from members and non-
members alike who were par-
ticularly impressed with the
well-packaged seminar which
according to them was not only
value for money but also prac-
tical and informative.
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Audit Firms
Registered with MIA
FROM 1 TO 31 JULY 2004

AUDIT FIRM’S NAME AF NO

SABAH
Alan Khoo & Co 1553
Lot 20-2, 3rd Floor, Block D, Damai Plaza
Phase III, Jalan Kolam, Luyang
P.O. Box 12196, 88824 Kota Kinabalu
Tel: 088-712904   Fax: 088-236011

Liaw & Co. 1545
2nd Floor, Shop Lot No. 3, Taman Iramanis
Jalan Lintas, 88300 Kota Kinabalu
Tel: 088-387526   Fax: 088-387527
e-mail: chongyah@tm.net.my

V.H. Chu & Associates 1556
TB 1786, 1st Floor, Jalan Haji Karim
Peti Surat 61883, 91028 Tawau
Tel: 089-766062   Fax: 089-766062
e-mail: patchum@pd.jaring.my

WILAYAH PERSEKUTUAN

LS Ng & Associates 1548
No. 16M (Room 1), Jalan Perdana 6/8
Pandan Perdana, 55300 Kuala Lumpur
Tel: 03-9200 4336   Fax: 03-9200 4232
e-mail: lngls@tm.net.my

Non-Audit Firms
Registered with MIA
FROM 1 TO 31 JULY 2004

 NON-AUDIT FIRM’S NAME NF NO
JOHOR DARUL TAKZIM

J. Anthony & Co. 0554
32, 2nd Floor, Jalan Ros, 85000 Segamat
Tel: 019-7898868
e-mail: joay007@hotmail.com

Pang & Associates                               0556
10 (Room B) Tingkat 2, Jalan 1A
Taman Maharani, Jalan Bakri, 84000 Muar
Tel: 06-9523168   Fax: 06-9520551
e-mail: pcs2599@pd.jaring.my

Patrick Luah & Co. 0553
25, Jalan Lambak (1st Floor), 86000 Kluang
Tel: 07-773 4699   Fax: 07-773 7743
e-mail: luahpatrick@hotmail.com

PERAK DARUL RIDZUAN

G. Pachaiy & Co. 0555
No. 17A, Laluan Sg. Choh 7
Taman Berjaya Baru
Tanjung Rambutan, 31250 Ipoh
Tel: 017-590 1609

M E M B E R S ’  U P D A T E

AT

AT

International News

issue shares or bonds in the EU would not
have to produce prospectuses from 2007 un-
der the international standards. However, Mr
Tiner warned the EU could complicate its
efforts to persuade the US to drop the rec-
onciliation requirement if it failed to make
full use of the international standards.

Accountants Strive to
Learn Lessons from
Recent Business
Scandals
By studying 18th centur y accounting
records of slave plantations or payroll
records of a 19th century railroad com-
pany, accountants at the 10th World Con-
gress of Accounting Historians learn valu-
able lessons about their profession’s roots.

But the profession’s more recent history
— the accounting scandals that brought
down giant corporations and bankrupted
investors — provoked much discussion at
the conference, which brought accoun-
tants from 20 countries to the University
of Mississippi this week.

According to a Newswise report, there
are as many lessons to learn from Enron,
World Com, Adelphia and Parmalat as
there are from a 14th century ledger and
other historical treasures housed at the
National Library of the Accounting Profes-
sion at Ole Miss, delegates said.

There are various issues to take home,
according to the report posted on the
www.smartpros.com.

Eugene Flegm, the former auditor of
General Motors Corp., bemoaned the lack
of rear end-kickers in the accounting pro-
fession. Accountants should not be afraid
to stand up to the pressure from CEOs
looking to exaggerate profits to impress
stockholders. “I would’ve been a great um-
pire,” Flegm said. “I would love to throw
the managers out of the game.”

According to Flegm, a number of factors
in modern accounting practices created the
conditions for a ‘perfect storm’, in which the
scandals of the past three years were nearly
inevitable. A lack of business ethics, a con-
gressional misunderstanding of the role of
the Securities and Exchange Commission,
pressure from company boards of directors,
and poor internal controls all contributed

to a bad environment, Flegm said.
Most of all, Flegm said, public account-

ing became a commodity, and financially
dependent on the companies for whom they
should have been watchdogs. “The goal had
become to please the clients,” he said, with
accountants telling CEOs what they wanted
to hear instead of the verifiable truth.

Halliburton settles
accounts case
US oil services group Halliburton is to pay
US$7.5m to settle charges that it failed to
disclose a change in its accounting prac-
tices during 1998, report the BBC News.

US Vice-President Dick Cheney, who ran
Halliburton at the time, gave sworn testi-
mony to the inquiry conducted by the Se-
curities and Exchange Commission.

The commission found that Halliburton
used “materially misleading” statements
about its income during the period. The
company neither admitted nor denied the
findings in making its settlement.

The Securities and Exchange Commission
(SEC) brought charges against the Houston-
based oil services company, former chief fi-
nancial officer Gary Morris and former fi-
nancial controller Robert Muchmore.

Cheney, who ran the company between
1995 and 2000, was not charged.

The SEC said Halliburton failed to dis-
close a 1998 change in accounting practices
that caused its profit statement for that year
and 1999 to be “misleading”. In one ex-
ample, profits were inflated by 46.1 per cent
in the 1998 annual report, it said.

“Halliburton’s penalty for the disclosure
failure reflects lapses in the company’s con-
duct during the course of the commission
investigation, which commenced in mid-
2002,” the SEC said.

Halliburton and Muchmore agreed to a
settlement, with Muchmore paying a penalty
of US$50,000 and the company US$7.5m.

Cheney “provided sworn testimony and
co-operated willingly and fully in the inves-
tigation conducted by the commission’s
career staff,” the SEC said.

Last year Halliburton, the US’s second-
largest oil services group, agreed to pay
US$6m to settle lawsuits over accounting
practices involving cost overruns on con-
struction projects.

AT
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… Counting on Humour
Senior Partner
An accountant goes into a pet shop to buy a parrot.
The shop owner shows him three identical parrots
on a perch and says, “The parrot on the left costs

$500.”
“Why does that parrot cost

so much?” asks the accoun-
tant.

“Well,” replies the owner,
“it knows how to do complex
audits.”

“How much does the
middle parrot cost?” asks the accountant.

“That one costs $1,000 because it can do everything
the first one can do plus it knows how to prepare fi-
nancial forecasts”.

The startled accountant asks about the third par-
rot, and was told it costs $4,000. Needless to say,
this begs the question, “What can it do?”

To which the owner replies “To be honest, I’ve
never seen him do a darn
thing, but the other two call
him Senior Partner.”

Genie in a Bottle
Three partners in an ac-
counting firm go out to
lunch. They are the audit
partner, the tax partner
and the senior par tner.
One of them sees a brass
lamp lying in the gutter.
Curious, they pick it
up and give it a rub.
Instantly, a genie
appears.
“You know
the deal,”
says the genie.

“Three wishes. But seeing there are three of
you, you can have one wish each.”

“Great,” says the audit partner.
“Take me to the Whitsunday Islands,
give me a blonde and an endless supply
of XXXX and leave me there for ever.”

Pouf! There is a flash of light, a puff of smoke
and he is gone.

“Now me,” says the tax partner. “Take me to the

AT

Cook Islands, give me two blondes and an endless
supply of of fshore tax schemes and leave me there
for ever.”

Pouf! There is a flash of light, a puff of smoke
and he is gone.

The genie turns to the senior partner. “And
what do you want?”

“I want those two back in the office straight after
lunch.”

The Local Restaurant
A local restaurant was so sure its
massive Sumo chef was the stron-
gest man around, they had
a standing $1,000 offer
that the chef would
squeeze a lemon until all
the juice ran into a
glass and then hand
the lemon to a patron. Anyone who could squeeze
just one more drop of juice out of the lemon would
walk away with the money. Many people had tried,
including weight lifters, but nobody could do it.

One day a scrawny little man wearing thick
glasses and a polyester suit came in and said in a
tiny squeaky voice, “I’d like to try it”. After the
laughter had died down the chef said ,“OK”. He
grabbed a lemon and squeezed away. Then he
handed the wrinkled remains of the rind to the
little man. The crowd’s laughter turned to total
silence as the man clenched his fist around the
lemon and one by one six drops fell into the glass.

As the crowd erupted into cheering, the chef
paid the $1,000 and asked, “What do you do
for a living? Are you a lumberjack, a builder’s
labourer or what?”

He adjusted his glasses on his nose and
said, “I work for the Tax Depart-

ment”.

Economy
This guy is walking with his friend, who hap-

pens to be a psychologist. He says to this

friend, “I’m a walking economy.”
The friend asks, “How so?”

“My hair line is in recession, my stomach is a
victim of inflation, and both of these together are
putting me into a deep depression!”

The ten ifs of employment
If it rings, put it on hold.

If it clunks, call the repairman.

If it whistles, ignore it.

If it’s a friend, stop work and chat.

If it’s the boss, look busy.

If it talks, take notes.

If it’s handwritten, type it.

If it’s typed, copy it.

If it’s copied, file it.

If it’s Friday, forget it!
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