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RECORD OF PRACTICAL CXPERIENCE
FOR
GRADUATES LISTED IN PART I OF THE FIRST SCHEDULE TO THE
ACCOUNTANTS ACT 1967
Introduction
A record on the experience gained essential it would enable Institute to measure whether
an individual had gained relevant experience to be eligible to apply for membership with
Institute The Institute has prepared this format specially for accounting graduates listed
in part I of the First Schedule to the Accountants Act,1967 who would be applying for
membership with the Institute upon obtaining 3 year of practical working experience.

The graduates are required to complete a Record of Practical Experience. following the

format, which is to be submitted to the Institute when applying for membership. The
Institute reserves the right to contact the employers/past employers of Applicants to

Verily the information stated in the Record of Practical Expreience,

Guidelines or completion of Record of Practical Experience
Section] Employment History
The following information must be provided for each position held in each Employce
organisation, wherc you are claiming relevant practical experience;
®  Dates from/to (by date/month/year) stating the number of months spent in cach
Organisation
®  Namc of Employer
® Nature of business of employer-please provide trief description of organisation’s
Business (for ¢.g. audit, taxation, manufacturing, financial institution, ete.)
®  Job position/title
® Namec and position held by the supervisor/immediate employer please note that
working  experience of less than six (6) months ar any oranisation will not be
considered

Section 2 Detailed Records of Practical Experience
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The  following information. must be provided or each position held in cach
émploying organisation, where you are claiming relevant practical experience:
® Dates from/to (by date/month/year) in each organisation
® Name of Employer
®  Description of your duties and responsibilities, details of the work you have carried
Out and degrec of involvement

Section 3 comments From Supervisor

This section shall be completed by the Supervisor.
Important points to Note in Completing Your Record of Practical Experience
(A)  Working Experience
The following are to be emphasised on the working experience gained from cach
Organisation:
® Key aspects of the work you have undertaken during the period
®  Any extraordinary tasks and responsibilities undertaken
® The experience the you have gained
(B) Supervisor
Your supervisor should be a manager o partner who. Wherever possible, is ;
® A qualified chartered chartered Accountant registered with MIA |
® A member o one o the professional bodies recognised by MIA or an accounting
Graduate from one of the local universities recognised by MIA
® A qualified accountant in public practice overseas who is a member of a
Professional body recognisertgvb54 by MIA
® A qualified accountant in public practice overseas who is a member o an other
®  Perfessional bodies as may be recognised by Council from time to time
(C) Areas of work
The Institute in acknowledging the essential financial and technical skills Required to
be a competent Chartered Accountant, has identified the Following arcas of work that
you are required to be involved:

®  Audit (Applicable for training undergone in an audit firm)
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Planning, controlling and recording of audit work

Experience in the methods used to record a client™s system of internalControl
the design o audit procedures to provide audit evidence thaf weaknesses
Encountered have not led to material etrors

Obtain background data or the purpose of audit planning

Review of audit evidence prepared by support staff of audit engagements

Taxation

Establishing the organisation’ s liability or corporation tax and other
Obligations to revenue authorities

Advise clients/management on their organistion’s tax obligations, Implications
and altrenatives

Establishing, planning and applying the impact of other taxes andcharges such
as sales taxes, regional taxes and employee taxes and State insurance's

collected by employer,

Business Planning

Contributing to the establishment of the management’s long term Business
Objectives and assist the management to set their strategy and review Their

Business performance.

Management accounting

Participation in organisational direction setting through involvement in
Strategic planning, business planning and decision support systems
Fostering organisational commitment through leadership

Identifying and managing risk exposure associated with organisational
Strategies \

Ensuring effective organisational resource use through involvement in
Change targets and goals, and re-enginéering and continuos

Improvement initiatives

Management Accounting

Maintenance of accounting records

Maintenance of the ledger including control accounts and their reconciliation
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Preparation and extension of the trial balance from the underlying ledger
accounts

Construction of financial statements

Application of appropriate accounting and auditing standards

The preparation and presentation of financial statements in accordance with
generally accepted accounting  practice and current professional  and

statutory requirements

®  Finance

Section

Assisting in the formulation of advice/development of policies on the
Financial Implications of potential decisions or situations

Establishing financial strategies

Managing financial risk

Managing financial operations

LAWS OF MALAYSIA
Act 558
FINANCIAL REPORTING ACT 1997

ARRANGEMENT OF SECTIONS

PART 1
PRELIMINARY

1. Short title and commencement.

2. Interpretation.
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PART II

THE FINANCIAL REPORTING FOUNDATION AND

THE MALAYSIAN ACCOUNTING STANDARDS BOARD

3. Establishment of the Foundation.

N

. Functions of the Foundation.
5. Members of the Foundation,.

. Meetings of the Foundation,

~1 O

. Establishment and functions of the Board.

8. Members of the Board.

9. Meetings of the Board.

10. Disqualification.

1. Remuneration.

12. Term of Office.

13. Resignation and revocation of appointment,

14, Vacation of office.

15. Minister's directions.

16. Other powers and duties of the Foundation and Board.
17. Engagement of Technical Director and other persons.

18. Employment of officers and servants.

PART III
FINANCE

Section
19. The Fimd.
20. Expenditure charge on the Fund.
21. Foundation's financial year.
22, Investment,

23. Annual report.
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24, Accounts.
25. Non-application of Act 240.
26. Power to borrow,
PART IV
GENERAL

27. Compliance with approved accounting standards.
28. Confidentiality,

29. Power to make regulations.

FINANCIAL REPORTING ACT 1997

An Act 1o establish the Financial Reporting Foundation and the Malaysian Accounting
Standards Board; to provide for their functions and powers; and to provide for matters connected
therewith. Beitenacted by the Seri Paduka Baginda Yang di-Pertuan Agong with the advice and
consent of the Dewan Negara and Dewan Rakyat in Parliament assembled, and by the authority of

the same, as follows:

PART I

PRELIMINARY

1. (1) This Act may be cited as the Financial Reporting Act 1997,

(2) This Act shall come into force on such date as the Minister may, by notification in
the Guzette appoint, and the Minister may appoint different dates for the c.oming into
force of different provisions of this Act.

2. In this Act, unless the context otherwise requires

"accounting standards” means statements of standard accounting practices uscd for
"approved accounting standards" means accounting standards which are issued or
approved by the Board under subsection 7(1); "Board” means the Malaysian Accounling
Standards Board established under section 7;

Interpretation.
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Act 519,

“Central Bank" means the Central Bank of Malaysia established under the Central Bank
of Malaysia Act 1958, "Foundation" means the Financial Reporting Foundation established under
section 3;"Fund" means the Fund established under subsection 19(1);

Act 94,

"Malaysian Institute of Accountants‘" means the body established under section 3 of the
Accountants Act 1967; "Minister" means the Minister for the time being charged with the
responsibility for iinance; "principal officer", in relation to a public listed company, means a
person by whatever name called who is responsible for the conduct of the business and
administration of the public listed company, and includes a non-executive chairman of the public
listed company:

Act 125.

"Registrar of Companies" means the‘ Registrar of. Companies appointed under the

Companics Act 1965;
Act 498,
"Securitics Commission” means the Securities Commission established under the

Securitics ommission  Act1993.

PART 11
THE FINANCIAL REPORTING FOUNDATION AND THE MALAYSIAN
ACCOUNTING STANDARDS BOARD

Establishment of the Foundation.

3. There is hereby established a body corporate by the name of the "Financial Reporting
Foundation” with perpctual succession and a common seal, which may sue and be sued in is
name and, subject to and for the purposes of this Act, may enter into contracts and may acquire,
purchase, take, hold and enjoy movable and immovable property of every description and may
convey, assign surrender, yield up, charge, mortgage, demise, reassign, transfer or otherwisc
dispose of, or deal with, any movable or immovable property or any interest therein vested in the

Foundation upon such terms as itdeemsfit.
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4. (1) The functions of the Foundation shall be -

Functions of the Foundation.

(a)to provide its views to the Board on any matter which the Board seeks to undertake or
implement in relation to the Board's functions under section 7;

{b)to review the performance of the Board ;

(c)to be responsible for all financing arrangements for the operations of the Board,
including approving the budget of the Board; and

(d)to perform such other function as the Minister may prescribe by order published in the
Gazette,

(2) The Foundation shall not, by virtue of or in connection with its power of approval
over the budget of the Board under subsection (1), direct the Board to undertake or omit to
undertake any particular project or activity or otherwise affect the exercise of the Board's power
or the performancé of the Board's functions under this Act, |

5. (1) The Foundation shall consist of the following members who shall be appointcd by
the Minister:

Members of the Foundation.

(a)the Secretary General of the Treasury or his representative;

(b)the Governor of the Central Bank or his representative;

(c)the Chairman of the Securities Commission or his representative

(d)the Registrar of Companies or his representative;

(e)the Exccutive Chairman of the Kuala Lumpur Stock Exchange or his representative;

(f)the President of the Malaysian Institute of Accountants;

(g)the Chairman of the Board;

(h)twelve other members of whom -

(i)five shall be principal officers of public listed companies;

(if)four shall be public accountants each of whom shall be a partmer with not less than ten

years of experience in an accounting firm;

(iii)one shall be an advocate and solicitor who is a partner with not less than ten years of

experience in a legal firm; and

(iv)two other persons with the relevant experience and background.



122

(2) The Minister shall appoint a Chairman of the Foundation from amongst the persons

referred to in subsection (1).

Meetings of the Foundation.

6. (1) The Chairman of the Foundation and eight other members shall form the quorum at all
meetings of the Foundation,

(2) The Foundation shall have power to determine the conduct of its proceedings.

Establishment and functions of the Board,
7. (1) There is hereby established a body by the name of the "Malaysian Accounting Standards
Board" whose functions shall be -
(a) to issue new accounting standards as approved accounting standards;
(b) to review, revise or adopt as approved accounting standards existing accounting
standards;
(¢) to issue statements of principles for financial reporting;
(d) to sponsor or undertake development of possible accounting standards;
(¢) to conduct such public consultation as may be necessary in order to determine the
contents of accounting concepts, principles and standards;
(f) to develop a conceptual framework for the purpose of evaluating proposed accounting
standards;
(g) to make such changes to the form and content of proposed accounting standards as it
considers necessary; and
(h) to perform such other function as the Minister may prescribe by order published in
the Gazette,
(2) The Board shall, in relation to its functions under paragraph (1)(a), (1)(b), (1)(c) or (1)(g),
seek the views of the Foundation.
(3} Approved accounting standards issued or adopted under subsection (1) may be cxpressed {o
apply in relation to -
(a)any published accounts of a commercial, industrial or business enterprise in Malaysia
and of overseas subsidiaries and associated corporations where those accounts are to be

incorporated in consolidated accounts in Malaysia; and
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(b) accounting periods or interim accounting periods; and may - (aa) have general or
specific application,

(bb) differ according to differences in time or circumstances.
(4) For the purpose of paragraph (3)(a) (a)

"subsidiary” has the meaning assigned thereto under section 5 of the Companies Act
1965
Act 125,

(b} "associated corporation” means a corporation whére not less than thirty per centum
and not more than fifty per centum of that corporation’s shares are held by anotiler corporation,

the first-mentioned corporation thereby being an associated corporation of the other corporation.

Members of the Board.
8. (1) Subject to subsection the Board shall consist of the following members who shall be
appointed by the Minister:
(a) a Chairman;
{b) the Accountant General; and
(c) six other members who possess knowledge and experience in matters of financial
accounting and reporting and in one or more of the following fields:
(1) accountancy;
(ii} law;
(iii) business:
(iv) finance,
(2) At least five of the members appointed under subsection shall be members of the Malaysian
Institute of Accountants.
(3) The Minister may appoint three advisors to the Board to represent-
(a) the Securities Commission;
(b) the Central Bank of Malaysia; and
(c) the Registrar of Companies.
(4) The advisors to be appointed under subsectio: shall be appointéd from amongst persons who

possess knowledge and experience in the field of accountancy, law, business or finance.
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(5) An advisor appointed under subsection shall, unless he sooner resigns or his appointment is

sooner revoked, hold office for such term as the Minister may determine,

9. (1) The Board shall meet as often as may be necessary for the performance of its functions.
(2_) Six members of the Board shall form the quorum at all meetings of the Board.
(3) The advisors to the Board shall have the right to attend meetings of the Board but shall not

have a right to
(4) A question arising at any meeting of the Board shall be determined by not less than six

votes of the members present and voting,
(5) The Board shall have power to determine the conduct of its proceedings.
(6) The Board may invite any person to attend any meeting or deliberation of the Board for the
purpose of obtaining views on any matter under discussion, but any person so attending shall
have no right to vote at the meeting or deliberation.

Meetings of the Board.

10. Any person- Disqualification.

(a) who is of unsound mind or is otherwise incapable of performing his duties;

(b) who has been convicted and seatenced to imprisonment for a term of not less than

one year,

{c} who has been convicted of an offence involving fraud, dishonesty, or moral turpitude;

(d) who is a bankrupt,

shall be disqualified from being appointed as a member of the Foundation or the Board,
orif he is a member of the Foundation or the Board shall cease to be such a member.

Remuneration.

1. Members of the Foundation and the Board and advisors to the ]éoard shall not be entitled to

any remuncration but may be paid such honorarium and traveling and subsistence allowances as

the Minister may determine,

Term of Office.

12, Subject to sections 10, 13 and 14, a member of the Foundation or the Board other than an ex-

officio member shall hold office for a term not exceeding three years and shall be eligible for re-

appointment for one successive term only.

Resignation and revocation of appointment.
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13. (1) A member of the Foundation or the Board may at any time resign his office by written
notice addressed to —

(a) the Minister, in the case of the Chairman; or

(b) the Chairman, in the case of any other member,

(27 The Minister may at any time revoke ,without assigning any reason therefore the
appoi.‘ltmcnt of a member of the Foundation or the Board if he thinks i is expedient to do 50.
Vacation of office,

14. (1). A member of the Foundation or the Board ceases to hold office upon his death,

(2) A member of the Foundation or the Board stall be deemed to have vacated his officc upon
his failure to attend three consecutive meetings of the Foundation or the Board without leave of-

(a) the Minister, in the case of the Chairman: or

(b) the Chairman, in the case of any other member.
Minister’s directions,
15. (1) The Minister may give to the Foundation or th: Board dire tions of a general nature which
are consistent with the provisions of this Act as to the performance of the functions and cxercise
of the powers of the Foundation or the Board and the Foundation or the Board, as the case
maybe shall give cffect to those directions, _
(2) The Foundation and the Board shall furnish the Minister with such information relating to
their activities as he may, from to time to time, require.
16. The Foundation and the Board shall have such powers and shall perform such dutics as are
conferred or imposed by this Act.
Other powers and duties of the Foundation and Board,
17. (1) The Foundation may, either generally or in any particular matter, engage, on éuch terms
and conditions of engagement as the Foundation may determine from time to time, any person {o
1ender such assistance as the Foundation or the Board may require or specify in connection with
the performance of the functions of the Foundation or the Board, as the case may be, under this
Act.
(2) The Foundation shall, on the recommendation of +he Board, appoint a Technical Dircctor
whose furctions and dutics shall include assisting the Board in the day to day administration of

the Board and in the performance of its function under this Act.
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Engagement of Technical Director and other persons.

18. (1) The Foundation may from time to time employ persons who shall be paid such
remuneration and allowances and shal] hold their employment on such other terms and conditions
as the Foundation may determine.

(2) The Foundation may make arrangements for the payment to its officers and servants,
including a Technical Directer, appointed under subsection 17(2), and their dependants of such

retirement benefits, gratuities or other allowanccs as the Foundation may determine.

PART III
FINANCE

The Fund.
19. (1) There is hereby established, for the purposes of this Act, a func’ to be adminis:ered by the
Foundation,
(2) The Fund shall consist of
(a) such sums as may be provided from time to time for the purposes of this Act by
Parliament;
(b) such contributions as may be made by any person including industry groups and
corporations;
(c) such fees or other charges as may be paid to the Foundation or the Board; and
(d) all other sums or property which may in any manner become payable to the
Foundation or the Board or vested in the Foundation in respect of any matter incidental
to its functions and powers.
(3) The Foundation may delegate its functions under subsection (to—
(a} any committee set up by the Foundation;
(b) the Board; or
(¢) any officer of the Board.
(4) Any delegation under subsection shall not prevent the concurrent performance by the

Foundation of the Foundation’s functions so delegated.
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Expenditure charged on the Fund.
20. The Fund shall be expended for the purpose of

(a) paying any expenditure lawfully incurred by the Foundation or the Board including
fees and costs, legal or otherwise, and the remuneration of officers and servants employed by the
Foundation, including the granting of loans, superannuation allowances or gratuities:

(b) paying any other expenses, costs or expenditure property incurred or accepted by the
Foundation or the Board in the performance of its functions or the exercise of its powers under
this Act;

(c) purchasing or hiring equipment ,machinery and any other materials, acquiring land
and erecting buildings and carrying out any other works and undertakings of the Foundation or
the Board in the performance of its functions or the exercise of its powers under this Act,

(d) generally, paying any expenses for carrying into effect the provisions of this Act.

21. The financial year of the Foundation shall begin on the first day of January and end on the

thirty—first day of December in each year,

Foundation’s financial year,

22. The moneys of the Fund shall, in so far as they are not required to be expended by the

Foundation under this Act, b;a invested in such manner as may be deemed suitable by the

Foundation. .

Investment.

23. The Foundation shall, as soon as practicable after the end of cach Aﬁnancial year, preparc a

report on the activities of both the Foundation and the Board during that financial year and send a

copy of the report to the Minister who shall caﬁse a copy thereof to be laid before both Houses of

Parliament. Annual report.

24. (1) The Foundation shall cause proper accounts of the Fund to be kept and shall, as soon as

practicable after the end of each financial year, cause to be prepared for that financial year a

statement of accounts of the Foundation which shall include a balance sheet, a statement of

income and expenditure and a cash flow statement.

(2) The Foundation shall cause its statement of accounts to be audited by such auditors as
it may

appoint,
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{3) The Foundation shall as soon as practicable send a copy of the audited statement of accounts
together

with a copy of the auditor’s report thereon to the Minister who shall cause a copy thereof to be

laid before both Houses of Parliament,

Accounts.Non-Application of Act 240.

25. The Statutory Bodies (Accounts and Annual Reports) Act 1980 shall not apply to the

Foundation.

Power to borrow.

26. The Foundation may from time to time, with the approval of the Minister, borrow, at such rate

of interest and for such period and upon such terms as to the time and method of repayment and

otherwise as the Minister may approve, any sums required by the Foundation for meeting any of

its or the Board’s functions.

PART 111
GENERAL

Compliance with approved accounting standards.

Confidentiality.

27. Where financial statements are required to be prepared or lodged under any law administered
by the Securities Commissions, the Central Bank or the Registrar of Companies, and approved
accounting standards have been issued or adopted by the Board under subsection 7 such financial
statements shall be deemed not to have complied with the requirement of such law unless they
have been prepared and are kept in accordance with the approved accounting standards.

28. Except for any of the purposes of this Act or for the pvrpose of any civil or ¢criminal
proceedings under any written law or for the purpose of assisting any authority or agency in the
performance or cxercise of its functions or power under any written law in Malaysia, the
Foundation and the Board shall take all reasonable measures to protect from unauthorised use or
disclosure any information given to the Foundation or the Board in confidence. |

29. The Minister may make such regulations as may be expedient or nccessary for carrying out or

giving effect to the provisions of this Act.
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IL. Accounting and Auditing in Viet Nam

This chapter presents an overview of accounting and auditing arrangements in Viet Nam.
It provides context for the following chapters on professional infrastructure, accounting and
auditing standards, accounting and auditing training, and government budgeting and accounting

arrangements. The chapter comprises twenty sections, in two parts, as follows:

1. Introduction

The history of the development of acconnting in Viet Nam correlates with the accounting
practices of the countries. which, over the years, have formed strong military, social or trade links
with Viet Nam. In the period 1960 to 1969, the Vietnamese accounting system was strongly
influenced by China. During the period 1969 to 1989 the former Soviet Union played a catalytic
role and from 1989 to 1995 the French and United States of America had some influcnce.
However a mave to International Accounting Standards commenced from the early 1990s,

From 1995 to 1998 the European Union Project (EUROTAPVIET) resulted in the
Vietnamese students of accounting gaining a comprehensive knowledge of IAS. This Project
alerted the government to the international benefits of applying IAS and the EU played a catalytic
role in assisting the Viet Nam Atcounting Association to join the International Federation of
Accountants and thus become a member of the international accounting community. Importantiy,
it is now planned that a complete set of Vietnamese Accounting Standards, based on IAS, will be
issued by the cnd of 2003,

The Victnamese Accounting System is the current system required by law to be used by
all enterprises in Viet Nam. This System was originally established in 1995 to suit the
requirements of the Stateowned enterprises. At the time the foreign-owned (or invested) business
enterprises and the nongovernment private sector enterprises were a minor part of the economy,
Certain foreign businesses were granted exemption from applying the Vietnamese Acbounting
System in 1998 and were permitted to use the recognized Generally Accepted Accounting
Principles of a relevant foreign country. The exemption period terminates at the end of the year
2000 and foreign-invested businesses are expected to commence applying the accounting

principles of the Vietnamese Accounting System from the beginning of the year 2001.
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2. Ordinance on Accounting and Statistics

In 1986, the Sixth Congress of the Communist Party of Viet Nam put forward a proposal
to the National Assembly for the comprehensive renewal of the Socialist Republic of Viet Nam.
This reform process gave rise to the promulgation of the 1992 Constitution, which was bascd on a
ree market economy, and the introduction of the Ordinance on Accounting and Statistics.

This Ordinance was promulgated by order of the President of the State Council of the
Socialist Republic of Viet Nam, dated 2_0/08/1988. (The official English version of the Ordinance
has many mistakes in it, one of the most prevalent being that it was issued in 1998 instead of
1988). This Ordinance was drafted on the basis that accounting records and reports should be
done in such a way as to suit two needs, taxation requirements and statistical nceds of the
Government.

This Ordinance provides regulations for the accounting and statistics standards to be
applied in the national economy. This Ordinance applies to all Statc-owned enterprises, State
private joint
enterprises, collective and private units engaged in production and business activitics, mass
organizations, and agencies and organizations using the funds of the State,

The Ordinance requires that all accounting and statistics work undertaken is uniformly
implemented throughout the national economy. The system is completely regulated and all
accounting and statistical forms are standardized and issued by the Ministry of Finance and

General Department of Statistics. The system involves the following components:

® A primary records system;

®  Anaccounts and book-keeping system;

® A system of forms and reports;

¥ A system and method of célculating economic and financial targets;

" A classification of national economic sectors, economic forms and schedules of
classifications, codifications and contents of the State budget;

®  Units of weights and measures; and

L]

The accounting and statistics year.
The system was mainly introduced for the benefit of the State-owned enterprises and State-

private joint enterprises. The Ordinance also requires that each of these cnterprises must appoint a
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chicf accountant who is responsible for assisting the director of the cnterprise in organizing and
supervising the uniform implementation of accounting and statistics work. The Council of
Ministers enacts regulations in relation to the chief accountants and these are uniformty applied in
the State-owned and State-private joint enterprises.

At the end of each accounting year, all enterprises should prepare an inventory and record the

results in the books of account before making a financial report on the year-end acceunting.

3. The Viet Nam Accounting System

The Vietnamese Accounting System (VAS) was promulgated in 1995 andis intended to
be used by all enterprises in Viet Nam. The mainreporting focus of VAS is directed at
Government enterprises andrelated agencies, The VAS is a system of accounting and not a set
ofstandards and its main purpose is to outline in detail the following accounting guidelines and
functions:
® Systems of Accounting and Standard Documentation including Books of Account and
Standard Chart of Accounts and
® Accounting Recording Methods for:

= Current Assets

- Fixed Assets

- Liabilities

- Owners Equity

- Revenues

- Business Production Cost

= Other Income

- Other Expenscs

- Off Balance:: Sheet

™ Financial Statements Preparation and Forms

®  General Regulations

" Guidance Flow Charts
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Legal References

The main legal references for the VAS are:

¥ Decision 1141/ TC/ QD / CDKT issued by the Ministry of Finance on November 1, 1995
entitled Promulgating the ‘New Vietnamese Accounting Systemn (NVAS) effective January 1,
1996.

®  Circular 10TC/ CDKT issued by the Ministry of Finance on March 20, 1997 on the guiding

amendmen't and revision ¢f the NVAS.

Application of the Vietnamese Accounting System |

Business entities applying the VAS should follow and comply with current statutory
regulations, referred to above, in relation to supporting accounting documents, chart of accounts,
accounting records, financial statistics, and filing of accouﬁting documents.

Should any amendment, or adjustment of the accounting procedures and methods be
required for meeting specific production or business conditions, business entities must first obtain
the written approval of the Ministry of Finance,

There are various systerns within the VAS that can be adopted by enterprises and these
depend on the size of the entity, There are different systems included in VAS for large businesses,

small and medium-size enterprises, and household businesses.

Financial Reporting Requirements of the VAS

Under the VAS, the following financial statements are legally required to be submitted:

® Balance sheet;

® Table of “Off-Balance Sheet” items (includes loan or hire of equipment)

B Profit and Loss statement;

" A table entitled “Obligation to Government” — this is a table detailing all taxes and other
duties payable to the State;

n

Notes to the financial statements, which include details such as:
- Summary of operations (structure, activities, number of employees);
* Accounting policies applied during the period;

- Details of certain accounts balar.ces such as: -
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Details of operating expenses and cost of sales.

Fixed assets movements during the period;

Details of the compensation paid to employees. This disclosure
should include the “budgeted” salary costs;

Movement in equity; and

Details of current receivables and current payables.

- Comments on the business results for the period (report of management):

- Financial ratios (section 4 refers); and

- Future business prospects (report of management);

The cash flow statement is optional for inclusion in the annual statutory financial

statements. Additional disclosures internally requirnd in the annval financial statemcnts of forcign

investment enterprises can be inserted without the permission of the Ministry of Finance,

The Minister of Finance has responsibility for the following reports:

Annual State Budget Draft, State Budget Accounts and Compensation Fund for

Overspending that is approved by the National Assembly

Spending on development investment, and spending on nonbusiness activities in the ficlds of

Education, Training, Health Care, Culture, [aformation, Sport and National Programs

The Annual Budget draft of ministries, and other central agencies

The Annual Budget draft of provinces

4. Benchmarks, Ratios and Covenants

There are certain financial ratios required to be included as notes to the financial

statements under the Vietnamese Accounting System. These ratios include:

® Labor and remuneration indicators
" Inventory indicators

¥ Sales indicators

B Cash indicators

"

Fixed asset indicators

They do not include the standard financial performance indicators, which are universally

required as covenants in loan agreements by international finance institutions.
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5. Accounting Bases

For Nonprofit organizations and Government, the accounting basis is modified cash.4
State-owned enterprises (SOEs) and the noﬁgovernment private sector use the accrual accounting
basis.

All donoi-financed expenditure and receipts in kind must be fully accounted for in the

accounts. The valuation is based on details of acquisition or purchase cost supplied by the donor.

6. Foreign-invested Business Entities

Although the cwrrent accounting laws were mainly promulgated for application to SOEs
and State-owned joint enterprises, foreigninveéted business entities are also obliged to comply
with the accounting and statistical policy specified in the Ordinance on Accounting and Statistics,
the Charter of Organization of State accounting, current legal documents on accounting and
auditing, 4 The modified cash basis has no internationally accepted definition. In the casc of Viet
Nam, it simply refers to the closure of the cash accounts on some date after 31 December (balance
date} each year. Article 37 of the Law on Foreign Investment, Articles 65-69 in Chapter VIII of
Decree 12/CP, Article 223 in Chapter I of the Regulations on consulting services, as well as all
provistons stipulated in Circular No. 60 TC/CDKT issued by Ministry of Finance on 1 Scptember
1997.

A foreign-invested business entity is subject to the supervision and control of the
financial authorities and the functional management authorities in respect of accounting work. A
foreign-invested business entity should execute its accounting work in accordance with the
Victnamese Accounting System (VAS) for business entities. In cases where a foreign-invested
business entity has a valid reason for the application of another commonly recognized accounting
system, the Ministry of Finance (MOF) should approve this in writing,

In order to create uniform statutory reporting systems, the decree, which was issucd after
the New Law of Foreign Investment (NLFI), was passed in November 1996 by the National
Assembly of Viet Nam, states in Chapter 8 the following principles:
® VAS is to be used by all foreign-invested companies in Viet Nam -- except if “valid rcasons”
requires the adoption of other standards, (MOF permission is required),

*  Monetary unit to be used is the Vietnamese dong (VND) unless otherwise approved by MOF.
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The statutory financial statements are prepared and finalized in accordance with the
regulations.
The audit is required annually and must be done by an independent audit company duly

registered, and authorized to do business, in Viet Nam.

7. Role of the Chief Accountant

Article 3 of the Ordinance on Accounting and Statistics requires that all SOEs and State-
owned joint enterprises must appoint a Chief Accountant. The duties of the position are gencrally
outlined in the Ordinance; however, the Government decrees the role of the Chief
Accountant.

The role of the Chief Accountant has been defined in Decree No. 26/HDBT jssued by
Government on March 18, 1989 (Chief accountant’s role in State-owned Enterprises). The chief
accountant is generally responsible for the safeguarding of the company’s assets for which he is
personally liable, The Chief Accountant should not take responsibility for the profitability of a
company but rather with its compliance to approved budgets and plans.

The Chief Accountant must ensure that the annual financial statements are prepared as of
December 31 and filed with the tax authorities, the General Statistical Office and the Ministry of
Planning and Investment {(MPI). These annual financial statements are to be filed with the tax
authorities not later than March 31 of the following year and are to include a calculation of the
company’s tax liabilities. Certain adjustments are allowed to the profit before tax, although these
adjustments are strictly defined by the tax legislation and traceable to specific account codes in
the chart of accounts.

For enterprises having foreign direct investment and foreign parties entering into
business cooperation contracts, monthly and biannually reports have to be done in accordance
with Circular No.01/LB issued by General Department of Statistics and MPI dated 31 March
1997. In addition, quarterly filing with tax authorities are to be made comprising the balance shect

and profit and loss account.
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IV. Accounting and Auditing Standards

The Standards are:
" VAS 1 Framework

B VAS 7 Cash Flow Statements

¥ VAS 11 Construction Contracts

B VAS 17 Leases

® VAS 21 Foreign Exchange

™ VAS 23 Borrowing Costs

The MOF is committed to issuing a full set of Vietnamese Accounting Standards by the end
of the year 2003. The problem that MOF is having in this regard is that there is no expert on IAS
located in Viet Nam for problem solving and discussing issues.

The current Viethamese Accounting System is based on law and government regulations. The
format of financial statements and accounting records are specified in government regulations.
Enterprises with foreign-owned capital are required to register their accounting standards and
practices with the MOF and to submit regular financial reports to the MOF as well as the Ministry

of Planning and Investment.

Deviations from International Accounting Standards

The following paragraphs outline the deviations between the Vietnamese Accounting
System and International Accounting Standards (IAS). It should be noted that the Vietnamese
Accounting System consists mainly of guidelines for a recommended system of accounting
whereas IAS consists of 2 number of standards with benchmarks and options. The English version
of the System does not cover all aspects and therefore ensuring the accuracy of comparisons is

quite.
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