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Minding your own Business
MINDING YOuR OWN BuSINESS IS THE KEY TO RuNNING A SuCCESSFuL PRACTICE.

Bill Taylor

How many times have you 
heard someone say “mind 
your own business?” For 
accountants, especially in 

these economic times, that just may 
be sage advice. We have seen many 
practitioners get so wrapped up “in their 
practice” they never seem to spend any 
time working “on their practice,” often 
leading to missed opportunities, errors, 
and sub-par results.

While it is easy for professionals to 
get caught up in the daily ins and outs of 
their practice, especially in smaller firms, 
finding a good balance is key. That is not 
to say you should not focus a substantial 
part of your energies on client work; 
preparing financial documents, provid-
ing timely client support, and delivering 
excellent quality work, but a single-mind-
ed approach toward always working “in 
the practice” could be holding you back 
and keeping your accounting business 
from becoming all that it can be.  To be 
truly successful, accountants must allo-
cate time each and every month to work 
“on their practice” and focus energies on 
developing their book.

So what do we mean when we say 
working “on the practice?” Working 
on the business aspects of the prac-
tice includes changing your perspective 
and taking a bird’s eye view to really 
look objectively at all key areas of your 
accounting business. It is important to 
spend time on the business development, 
marketing, and client servicing areas of 
your business. A thorough review must 

always be accompanied by an in-depth 
financial analysis of your practice as well.

getting started
ll It is often said: “if you fail to plan – you 
plan to fail”. A great way to get started 
working “on the practice” is by develop-
ing a basic but solid business, marketing, 
and business development plan. Start by 
preparing your initial plan in a draft form, 
which does not need to be deeply thought 
through or for that matter encyclopeadic 
in nature. In fact, if you are just starting 
out, less is more when it comes to devel-
oping your business and marketing plans.

Several pages, perhaps a maximum of 
ten pages, should probably do it.  The plan 
needs to be specific about your targets. 
For example, which clients and potential 
clients and what types of engagements 
do you plan to focus on, along with the 
markets or segments you intend to reach. 
When you have identified your primary 
targets, consider the ways to best reach 
these targets, and outline those methods 
you intend to undertake to secure their 
business. We also recommend develop-
ing and integrating Key Performance 
Indicators (KPIs) into your plan to allow 
an opportunity to measure your success 

versus your business plan. KPIs 
are an excellent way to establish 
criteria for measuring success 
prior to a specific engagement 
and then assessing achievement 
against these KPIs to benchmark 
the progress and eventual out-

come of the engagement.
The next absolute requirement is to  

make time available every month. We 
recommend that you spend a minimum 
of eight hours every month working 
on your practice, especially in business 

development. Another good tactic is to 
pre-schedule your calendar with time 
blocked out every month for this work. 
Colleagues, employees, and clients – yes, 
even clients - requesting time to meet 
with you should be told that you have a 
prior commitment and schedule meet-
ings and activities around your business 
development time. If finding time in a 
large block to dedicate to your practice 
development activities is difficult, another 
option may be to try scheduling several 
smaller blocks of maybe two hours a week 
instead. In any event, whenever working 
on business development always allow at 
least an hour of uninterrupted time so you 
can focus and maximise productivity.

The key is allocating the time invest-
ment each month, not whether it is sched-
uled in a few shorter periods or one long 
one. Try to avoid Monday mornings and 
Friday afternoons for phone calls to cli-
ents. Just as you are winding up at the 
beginning of the week and winding down 
at the end, so too are many of your clients 
and prospects.  They will appreciate it and 
you will avoid wasting time unnecessarily.

minding your numbers
ll Let’s face it; as an accountant you 
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already know that understanding the 
financial elements is critical. While most 
every accountant has a thorough under-
standing of the financial aspects of run-
ning a practice, they must also strive to 
become a smart business person too. 
This business person needs to deter-
mine what aspects and measurements 
will define your accounting practice as 
successful. Thoroughly review your P&L 
to see what is going on in your practice 
month-to-month and quarter to quarter. 
Engage your partners, trusted business 
advisors, and/or business coach in a 
discussion about your business and the 
information you have. 

Do not take things for granted. 
Challenge yourself with questions about 
your profits, margins, and expenses. Why 
are the numbers as they are? What can 
you do differently? What can you do bet-
ter? We are often surprised by the lack 
of budgeting that is prevalent amongst 
accountants! It appears the adage “the 
cobbler’s kids always seem to have the 
worst shoes” is apropos here!  It is impor-
tant to create an annual expense budget 
for your practice at the beginning of the 
year and stick to it!

for sole praCtitioners
ll   If you are a sole practitioner or are 
just getting ready to strike out on your 
own, building a support team of profes-
sionals to help you is a smart course of 
action.  The challenges for sole prac-
titioners are somewhat different, espe-
cially if you are coming from the relative 
comforts of practicing within a larger 
organisation.

Since you are or plan to be on your 
own, it is understood that you are confi-
dent in your ability to handle the financial 
matters of your clients.  However, the 
nuance is that while you are working 
with clients, you will still need to assure 
the correct handling of the day-to-day 
responsibilities required to run the busi-
ness, often without the benefits of other 
available hands.  Therefore, assembling 
a solid team to work with you will sig-
nificantly help to improve your level of 
success.

Many accountants starting out in pri-
vate practice make the mistake of try-
ing to do too much.  While you may be 
inclined to “do it yourself”, unless you are 
experienced in a particular area, do not 
do it!  Set your mind toward building a 
professional support team.  Start by iden-
tifying and securing a legal advisor and 
any other professional resources you may 
need.  Ask for referrals from colleagues, 
friends, and even clients.  Make the time 

to interview several professionals before 
you select the ones that are right for you.  
It is important to find people for your 
team that have the right combination of 
experience and personal chemistry that 
matches with you.

Next, secure staff to help with the 
administrative tasks such as data entry 
and client billings. Use the same meth-
odology to select your staff as that used 
to secure others for your professional 
team. While a part-time person may be 
sufficient when starting out, continuity is 

essential. Determine at the outset if this 
person is flexible to provide additional 
time as your practice grows, perhaps 
even becoming a full-time employee. If 
not, you may want to select another can-
didate.

serviCe your Clients
ll In a commoditised field such as 
accounting, finding ways to differenti-
ate yourself and your firm is extremely 
valuable.  Look for any opportunity to 
improve a client’s experience with you 
and your firm.  There is an oft-quoted 
statistic that says for every time a person 
receives great service they may tell one 
or perhaps two others about their terrific 
experience.  Conversely, for every bad 
service received the recipient may tell as 
many as ten or more about how poorly 
they were treated. That is correct - 10 or 
more!! 

It is with this in mind that you would 
do well to consider ways to exceed your 
client’s expectations in everything you 
do - from an initial call to delivery of the 
final product and everything in between. 
Always be incredibly thorough and accu-
rate by checking and rechecking all client 
work before the client ever sees it. And 
return client phone calls unbelievably 
fast.

last Words
ll Do not let the issues or problems du 
jour become your single focus. While you 
must be involved in the practice day-to-
day, it should not be the only thing you 
do.  Make the time to build your practice 
and rely on your team. Minding your own 
business is not only a great idea, it is 
essential, and you should thank everyone 
that reminds you to do so. After all, if you 
don’t mind your own business – who else 
will? n

About the author
Bill Taylor is President of Corporate 
Ladders, a business development consult-
ing and coaching firm. He can be reached 
by phone at +1 201 825 8296 or email at 
wbtaylor@corporateladders.com.

Seven Keys to Minding 
Your Business
1.    Schedule time on your calendar 

every month to work “on your 
practice”

2.    Don’t let day-to-day activities 
interfere with managing your 
accounting business overall

3.    Create a business plan to help 
you focus your thinking and 
measure your success

4.    Identify the most important 
criteria to look at every month 
(Key Performance Indicators) 
that reveal how your business 
is doing

5.    have an annual expense bud-
get and stick to it

6.    use the information gleaned 
from your financial reports to 
help support your business 
decisions.

7.    hire a great team to work with 
you and support your practice.
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Changing the Game
THERE IS A NEW REPORTING FRAMEWORK FOR PRIvATE ENTITIES IN 
MALAYSIA. IDENTICAL WITH THE IFRS FOR SMEs WITH MINOR AMENDMENTS, 
THE MALAYSIAN PRIvATE ENTITIES REPORTING STANDARDS (MPERS) WAS 
ANNOuNCED ON 14 FEBRuARY 2014, AND WILL BE EFFECTIvE ON 1 JANuARY 
2016.

Accounting for 97.3% of the 
total business establish-
ments in Malaysia, small and 
medium enterprises (SMEs) 

are the backbone of economic growth 
in Malaysia and the vehicle to propel 
Malaysia to a high-income nation by 
2020. Furthermore, SMEs are critical 
to the nation’s economic transformation 
because they are the bedrock of private 
sector activity.

However, their growth potential could 
be stymied by dated accounting stand-
ards. The existing accounting standards 
used by  private entities (primarily SMEs), 
Private Entity Reporting Standards 
(PERS), are outdated as they were 
developed based on the 2003  version 
of International Accounting Standards 
(IAS). Indeed, the World Bank’s Malaysia 
Report on the Observance of Standards 
and Codes (ROSC) - Accounting and 
Auditing 2012 highlighted that prior-
ity should be given to review the PERS 
framework.

neW aCCounting standards 
for private entities
After a series of outreach activities, 

the Malaysian Accounting Standards 
Board (MASB) finally announced the 
new financial reporting framework for 
private entities1, the Malaysian Private 
Entities Reporting Standards (MPERS) 
on 14 February 2014. All private entities 
shall comply with either the MPERS or 
Malaysian Financial Reporting Standards 
(MFRS) in their entirety for financial 
statements with annual periods beginning 
on or after 1 January 2016. 

Having considered various options 
like reduced disclosure requirements, 
revised PERS and others, the MASB 
decided to develop MPERS based on the 
ED 72 FRS for SMEs. The MPERS is 
identical with IFRS for SMEs issued by 
the International Accounting Standards 
Board (IASB) in 2009 apart from minor 
amendments to certain sections, such 
as scope, consolidation, income tax and 
property development activities.

mpers to uplift smes
MPERS is expected to help drive SME 
transformation in line with the SME 
Masterplan 2012-2020, which is expected 
to increase the contribution of SMEs to 
the economy. By adopting IFRS for SMEs, 

private entities will be able to produce 
high-quality and credible financial state-
ments, in turn enhancing their global 
competitiveness. 

As IFRS for SMEs requires compre-
hensive disclosures, the adoption of IFRS 
for SMEs would enhance private compa-
nies’ transparency and thus increase both 
investors’ and bankers’ confidence. This 
will enable private entities to compete in 
regional and global markets and attract 
foreign investors as they are able to make 
informed decisions based on high-quality 
financial reports. 

Adopting IFRS for SMEs would also 
enhance the comparability of private 
entities’ financial statements in Malaysia 
because the IFRS for SMEs are widely 
used globally. Over 80 jurisdictions (such 
as Hong Kong, Singapore, and the United 
Kingdom, among others) either have 
adopted the IFRS for SMEs or plan to 
adopt it in the near future. Comparable 
financial statements will also facilitate 
SMEs in gaining access to finance, as 
finance providers making cross-border 
loans would rely on IFRS-compliant finan-
cial statements in their credit assessment 
process and lending decisions.  

MIA PROFESSIONAL STANDARDS AND  PRACTICES

1.  A private entity is a private company, incorporated under the Companies Act 1965 that:
•  is not itself required to prepare or lodge financial statements under any law administered by the Securities Commission (“SC”) or the Bank 

Negara Malaysia (“BNM”); and
•  is not a subsidiary or associate of, or jointly controlled by, an entity which is required to prepare or lodge any financial statements under any law 

administered by the SC or the BNM.
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Financial statements prepared in 
accordance with IFRS for SMEs will also 
simplify accounting and reporting for 
SMEs and improve comprehension for 
their stakeholders. The IFRS for SMEs is 
a simplified, self-contained set of account-
ing principles based on full IFRSs which 
was developed to meet the needs of users 
of SMEs’ financial statements. Most of 
the complex options in IFRSs have been 
eliminated. For example, all borrowing 
costs are recognised as expenses, and 
all research and development costs are 
recognised as expenses. In addition, the 
disclosure requirements under IFRS for 
SMEs have been simplified, requiring 
approximately 300 disclosures as com-
pared to IFRSs which require more than 
3,000 items in the disclosure checklist. 

Given that PERS was developed 
based on 2003 IASs, there is a widening 
gap between PERS and IFRS principles. 
Similarly, there is a gap between PERS 
and IFRS for SMEs since the latter’s 
principles are developed based on the 

current IFRSs. Making the switch to 
IFRS for SMEs would bridge this gap. In 
the event that private entities go for list-
ing. Making the transition from IFRS for 
SMEs to MFRS (which is equivalent to 
IFRS) would incur lower costs compared 
to transitioning from PERS to MFRS. 

iasb help and guidanCe
IFRS for SMEs is subject to a periodic 
review by the IASB every three years, to 
ensure that the principles under IFRS for 
SMEs would be up to date with the latest 
IFRSs. Thus, the IFRS for SMEs is more 
robust and able to meet the needs of the 
users of financial statements in a complex 
and changing business environment. The 
periodic review would also maintain a 
period of calm for private entities as they 
may not have the resources to constant-
ly apply changes in financial reporting 
requirements. 

The IASB provides various materi-
als to educate the public on IFRS for 
SMEs. Free training materials are avail-

able on the IASB website. There are 35 
stand-alone training modules and each 
module includes a brief technical sum-
mary and worked examples to illustrate 
requirements, among others. Moreover, 
the IASB has issued the Guide for Micro-
sized Entities Applying the IFRS for 
SMEs in 2009 with the objective of assist-
ing micro-sized entities in their applica-
tion of the IFRS for SMEs. These would 
help private entities to keep abreast with 
IFRS for SMEs. 

mpers’ impaCt on private 
entities
Some upfront investment may be required 
to ensure a smooth transition to MPERS 
upon adoption. This may include the 
costs resulting from system changes, 
revising the format of financial state-
ments and training costs. 

The private entities should strive to 
understand the changes from PERS to 
MPERS and thereafter assess the exist-
ing systems and processes to determine 
its impact on their operations. For exam-
ple, the data collection processes and 
key supporting systems may need to be 
configured to comply with the MPERS. 

Training and education costs are 
expected to increase as a result of imple-
menting the MPERS. The preparers and 
users of financial statements need to 
learn and understand the new financial 
reporting standards. However, as the 
MPERS will not be updated every year, 
the ongoing training costs may be lesser. 

ConClusion
Although the effective date of the MPERS 
is 1 January 2016, private entities should 
commence the impact assessment of the 
MPERS at the date of transition. For 
example, if the MPERS is adopted for 
annual periods beginning on 1 January 
2016, the date of transition2 is 1 January 
2015. Ideally, every party in the reporting 
chain should prepare for the changes to 
MPERS now, rather than waiting till the 
mandatory effective date. n

Malaysian 
Private entities 
rePorting standards

2.  Date of transition is defined as the beginning of the earliest period for which an entity presents full comparative information in its first financial state-
ments that comply with the MPERS. 
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Professional accountants in prac-
tice are frequently looked upon 
as trusted business advisors. 
This relationship stems from 

their significant breadth of business expe-
rience combined with detailed knowl-
edge of their clients’ businesses, much of 
which is obtained in the process of per-
forming assurance engagements on their 
clients’ financial statements. Professional 
accountants are therefore in a unique 
position to add value, both in terms of 
enhancing the credibility of their clients’ 
financial statements and being able to pro-
vide them with tailored business advice. 

The International Auditing and 
Assurance Standards Board (IAASB) has 
issued International Standard on Review 

Engagements (ISRE) 2400 (Revised), 
Engagements to Review Historical 
Financial Statements, which is now 
effective for periods ended on or after 
December 31, 2013. Review engagements 
provide a limited form of assurance on 
historical financial statements and may be 
a cost effective and value-adding alterna-
tive when an audit is not required. 

adding Cost-effeCtive 
value to Clients
A review, consisting primarily of inquiry 
and analysis, is based on the professional 
accountant’s understanding of the entity 
and its environment and the applicable 
financial reporting framework according 
to which the financial statements are 

prepared. This understanding includes 
relevant industry, regulatory, and other 
external factors; the entity’s operations, 
ownership, and governance structure; 
how it is financed; and its accounting 
systems and records. The professional 
accountant uses this knowledge to design 
and perform inquiry and analytical pro-
cedures on both material items in the 
financial statements and on those items 
where material misstatements are likely 
to arise. In the course of the engage-
ment, the practitioner develops a sig-
nificant understanding of the client and 
its business, which gives him/her an 
excellent opportunity to offer additional 
value to the client through the provision 
of bespoke advice.

RevieW 
eNgAgeMeNTS - 
A vAlue-AddiNg 
ClieNT SeRviCe

Phil Cowperthwaite, 
Member, 
IFAC SMP Committee 
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Practitioners can provide review 
services most efficiently by staffing a 
review engagement with professionals 
competent in assurance skills and tech-
niques, consistently using the same staff 
members, and making use of technol-
ogy to automate the mechanics of the 
engagement wherever possible. As so 
much of a review consists of effective 
communication with clients, performing 
a significant proportion of the work at 
the client’s place of business is prefer-
able.

adding a meaningful level 
of assuranCe to finanCial 
statements
In accordance with ISRE 2400 (Revised), 
a review engagement is not just about 
practitioners obtaining knowledge of 
their clients through questions and 
 analysis; it also requires the accountant 
to dig deeper and obtain additional evi-
dence if it is determined there may be 
a material misstatement in the financial 
statements. Additional procedures are 
also required when further questions 
arise, such as if related party trans-
actions fall outside the normal course 
of business, fraud or non-compliance 
with laws or regulations is suspected, 
or doubts arise regarding the entity’s 
ability to continue as a going concern. 
This additional work effort allows for the 
meaningful and valuable level of assur-
ance conveyed by the review conclusion. 

Under ISRE 2400 (Revised), the 
practitioner is required to comply with 
relevant ethical requirements, includ-
ing those pertaining to independence 
in the International Ethics Standards 
Board for Accountants’ Code of Ethics 
for Professional Accountants (IESBA 
Code), or national equivalent require-
ments that are at least as restrictive. 
The review standard also requires pro-
fessional accountants to exercise pro-
fessional judgment and to be skeptical 
throughout the engagement. 

benefits for all parties 
involved
In summary, there are benefits for all par-

ties involved in an ISRE 2400 (Revised) 
review engagement. Practitioners will 
obtain the knowledge base to enable 
them to add value to their clients’ busi-
nesses while expressing the assurance 
conclusions needed on annual financial 
statements. Clients and other financial 
statements users will have the comfort of 
a meaningful level of assurance provided 

by an objective and independent profes-
sional accountant. 

a guide to revieWs for 
praCtitioners and ifaC member 
bodies 
The newest guide from the IFAC 
SMP Committee, the Guide to Review 
Engagements, is intended to help IFAC 
member organisations and their mem-
bers in practice, especially small- and 
medium-sized practices (SMPs), with the 
implementation of ISRE 2400 (Revised). 
To help practitioners develop a deeper 
understanding of a review engagement 
conducted in compliance with the stand-
ard, the guide includes illustrative exam-
ples alongside relevant extracts from 
the standard. It also includes practical 
points for practitioners’ consideration, 
tips on how to efficiently implement 
the standard, and checklists and forms 
that practitioners can adapt to meet the 
requirements and circumstances in their 
particular jurisdiction. n

REvIEW ENGAGEMENTS - 
A vALuE-ADDING CLIENT SERvICE

The professional 
accountant uses this 
knowledge to design 

and perform inquiry and 
analytical procedures on 

both material items in 
the financial statements 

and on those items where 
material misstatements 

are likely to arise. 

Copyright © February 2014 by International Federation of Accountants (IFAC). All rights 
reserved. Used with permission of IFAC. Contact permissions@ifac.org for permission to 
reproduce, store or transmit this document.
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Building World-
Class Businesses 
for the long Term
HOW CAN COMPANIES BuILD WORLD-CLASS 
SuSTAINABLE BuSINESS MODELS? ONE WAY IS 
TO TRANSFORM THE WAY IN WHICH BuSINESS 
vALuE IS MEASuRED AND REPORTED, 
AND MANAGEMENT ACCOuNTANTS PLAY 
AN INTEGRAL ROLE IN THIS, SAID CIMA 
MANAGING DIRECTOR ANDREW HARDING.

C
urrent financial reporting models don’t 
offer accurate valuations. Change the 
way in which companies are valued, 
and this could reset business and 
investing mindsets from focusing on 
the short-term to prioritising long-term 
sustainability instead.

“There is a dramatic shift in the way corporate 
entities are valued and quantified. In the 19th century, 
corporate value was defined by what was set out on 
the balance sheet. Today, most of the valuations on 
market indices are off-balance sheet or not measured,” 
said Andrew Harding, Managing Director, Chartered 
Institute of Management Accountants (CIMA). 
Harding was delivering a talk entitled ‘Building world-
class businesses for the long term’ at the MoU signing 
ceremony between CIMA and the Malaysian Institute 
of Accountants (MIA) on 23rd January 2014.

According to research by intellectual capital equity 
firm, Ocean Tomo, in 1975 a total of 83% of the market 
capitalisation of companies in the Standard & Poor’s 
500 index was accountable from tangible assets. This 
had fallen to 68% by 1985, 32% in 1995 and 19% by 2009. 

If this is the case, why are firms still placing so 
much emphasis on financial value?

“For too long there has been a fixation on short-
term financials, short-term reporting and short-term 
gains. What we all really need to see is a focus on long-
term goals, long-term planning and long-term results,” 
said Harding. 

ll

Nazatul Izma
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ll obstaCles to measuring 
non-finanCial value
But this is easier said than done. An 
international survey of business leaders 
by CIMA found that almost 70% believed 
“the financial markets are holding busi-
nesses to ransom as many investors show 
little or no interest in the longer term. 
This sentiment was felt even more strong-
ly in South East Asia and the Asia Pacific 
region than in the UK and US which 
really surprised us, as short-termism is 
more commonly associated with Western 
markets,” Harding elaborated.  

This issue is compounded by other obsta-
cles, most notably:
• Current  reporting tools that are 

skewed in favour of financial reporting 
• Deficiencies in current information 

available on non-financials and
• Challenges from existing and new 

regulations.

If organisations aim to measure their 
full value, the status quo prioritising finan-
cial reporting has to change. Balance 
sheets need to record the value of the 
business and not just a company’s finan-
cial net position.

One of the biggest challenges on the 
CIMA radar is changing the perspective 
of corporate reporting. “The reporting 
model must move with the times if it is to 
remain relevant. Moreover, the emphasis 
on accountability has shifted focus from 
shareholders to a broader base of stake-
holders - and different kinds of informa-
tion are required by different people. This 
all ties in directly with sustainability and 
taking a long-term business view,” said 
Harding. 

ll aChieving sustainability
Today’s companies, whatever their size, 
have to ask themselves some fundamen-
tal questions: 
• What is your business model? 
• How does it make money? 
• And, what are the risks and opportuni-

ties to making money in the future?

“These questions need to be asked 

from a material and a long-term per-
spective to ensure that sustainability is 
embedded into the equation. From this 
basis, we can start to develop a new form 
of reporting that looks at a company’s 
value from all sides,” said Harding. 

Beyond this, organisations and 
boards must focus on the critical areas of 
the business model or the risks that affect 
sustainability. These are: 
• cost leadership
• robustness of the supply chain
• motivating staff, and 
• attracting and retaining customers. 

The good news is that there is a 
great deal of interest in rebooting report-
ing, through game-changers such as the 
development of integrated reporting (IR). 

IR demonstrates the linkages between 
an organisation’s strategy, governance 
and financial performance and the social, 
environmental and economic context 
within which it operates. By reinforcing 
these connections, IR can help business 
to take more sustainable decisions and 
enable investors and other stakeholders 
to understand how an organisation is 
really performing.

At the end of 2013, the IIRC launched its 
first framework for IR. “The message from 
this work is that acting sustainably does not 
mean that the drive for profit is abandoned. 

Quite the opposite. The world is increasingly 
competitive and it is only companies with 
robust business models generating durable, 
long-term profitability and cash flow that will 
prosper,” stressed Harding. 

“What is clear from the IIRC’s work is 
that integrated reporting will first require 
integrated thinking and integrated deci-
sion making which will help to embed 
sustainability into the heart of business. 
Integrated thinking cannot be achieved 
overnight. But the work being done by 
companies in response to this challenge 
is impressive and the evolution of inte-
grated thinking has truly begun.”

ll arresting board failure
Meanwhile, CIMA’s recent research has 
also focussed on the role of the board 
in driving sustainability. There is little 
doubt that the board’s failure to grasp 
strategy has been a major factor in the 
global financial crisis, lamented Harding.  
There is no shortage of examples where 
even the most prestigious companies 
have failed to observe the basics of good 
governance, such as in the case of UBS 
and the rogue trader, Kweku Adoboli.  
Adoboli received a seven-year prison sen-
tence at the end of 2012 for rogue trading 
which cost the Swiss bank $2.3 billion. 
UBS’s chief executive, Oswald Grubel 
and the co-heads of UBS’s equities busi-
ness resigned in the wake of the scandal. 

Andrew Harding
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Harding said that UBS’s case is 
worryingly reminiscent of the Lehman 
Brothers collapse in 2008. In hindsight, 
some of the fundamental questions that 
need to be asked are: 
• Organisational culture – there 

appeared to be lax financial controls. 
Was there a willingness to ‘look the 
other way’? 

• Did the board understand its core busi-
ness model and the associated risks?

• Was there a bias towards questioning 
unusual losses rather than unusual 
profits?

• How could it have gone on for so long? 
• Was there a failure to challenge and 

ask ‘awkward’ questions?

The UBS affair highlights the role 
that organisational culture plays in 
high-profile trading scandals. “The com-
mon thread that runs through Barings, 
Lehman Brothers and UBS is that man-
agement supervision and risk controls 
failed to stop the catastrophic losses of 
renegade traders. But ultimately the 
board must be responsible for creating 
the right culture and having access to the 
right information,” said Harding.

Even for those countries that have 
not been so affected by the downturn, 
boards need to oversee strategy effec-
tively if they are to be truly sustainable.  
Evidence shows that boards do indeed 
want to focus more on strategy and risk. 
There is also evidence that the best 
boards are those that manage to focus on 
long-term strategy effectively - and thus 
add value to their organisations. 

But there are a number of reasons 
why boards struggle in this area.  Lack 
of time, crowded agendas, business com-
plexity, information overload and lack 
of robust processes all make the job 
difficult, said Harding.  “Added to that is 
the inability or unwillingness to ask the 
tough, challenging, questions that ensure 
that management is scrutinised effec-
tively. We should also not forget just how 
much the markets force short-termism. 
Again, many of the most successful com-
panies are rowing back against this, such 
as Nestlé and Unilever.”

ll board support – 
the Cfo is Key
Who is the most important member of 
the board when it comes to ensuring that 
the framework for sustainable strategies 
is effectively constructed and managed? 
Harding contends that this person is the 
chief financial officer (CFO).

CIMA recently joined forces with 
management consultancy, Accenture, to 
provide specific sustainability recommen-
dations for CFOs. The joint study discuss-
es how sustainability has the potential to 
drive business value across a number of 
dimensions which can be defined in four 
segments:
• Firstly, revenue generation. This is 

not just about meeting uncertain con-
sumer demand for ‘green’ products 
or identifying new markets with long-
term income streams, but can also 
relate to how technology and inno-
vation are deployed. The roll-out of 
low-carbon technology in buildings, 
transport and energy, driven by tar-
gets to reduce CO2, is creating huge 
opportunities – estimated at 2.9 tril-
lion in the EU alone between 2011 and 
2020.

• Secondly, cost control. This is always 
on the agenda of the CFO. Saving 
money by reducing energy and water 
consumption, production costs, travel 
spend and exposure to unnecessary 
waste and carbon costs are obvious 
business benefits. All these can flow 
from a well-worked sustainability pro-
gramme and will become more impor-
tant with rising commodities prices 
and compliance costs.

• Third, building trust. In this context, 
building trust often means brand 
value.  According to the Edelman 
Trust Barometer, 77% of consumers 
have refused to buy from a com-
pany they do not have faith in.  But 
a sustainable business also nurtures 
intangibles other than brand or repu-
tation – such as talent and intellectual 
property for long-term value creation.

• And finally, risk management. This 
will continue to be a key consideration 
with large fines for non-compliance 

on waste regulations or carbon emis-
sions, for example. In addition, firms 
that have untrustworthy sustainability 
records are losing out on sales. And 
failure to embed sustainable thinking 
into operations is, in itself, a major 
risk. 

ll Cfos play huge role in 
sustainability
CFOs can ensure that sustainability can, 
and should, be taken into account clearly 
and consistently in day-to-day decision 
making in order to ensure a healthy triple 
bottom line. The emphasis must be for 
organisations to ensure that their finance 
professionals are given the opportunity 
to become business partners and to work 
across the business to add value.

The bottom-line is that better-man-
aged companies lead to long-term, sus-
tainable success, said Harding. The chal-
lenge for organisations is to do more to 
manage risk and protect the value they 
create at a time when the information 
available has never been more abundant, 
more complex and more difficult to inter-
pret.

“To achieve sustainability, getting the 
right information is everything.  Recent 
high-profile failures of once-powerful 
companies point to the dangers of not 
fully comprehending change and drawing 
the wrong conclusions from the data at 
hand,” said Harding.

In this landscape, he said, 
“Management accounting has become 
more relevant than ever before. Forward-
looking and externally-facing, manage-
ment accounting brings structured solu-
tions to unstructured problems, ensuring 
organisations have the quality of data, 
analysis and judgement to ensure that 
the best decisions are made and commu-
nicated effectively.”

Where they are employed, manage-
ment accountants have the ability and 
judgement to make objective, ethical 
decisions that consider the public inter-
est. But the fact is that not all companies 
have management accountants in key 
positions and the overall quality of finan-
cial management remains varied. Smaller 
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businesses could benefit from importing 
some of the best practices of the larg-
est organisations. In turn, many large 
organisations acknowledge that their 
own decision-making processes could be 
improved with a greater utilisation of 
the forward-looking skills of management 
accountants. 

ll toWards World-Class 
global management 
aCCounting
CIMA, alongside its joint venture part-
ners, the American Institute of CPAs 
(AICPA) will launch a pioneering set 
of Global Management Accounting 
Principles, which will help organisations 
across the world ensure they have the 
very best management accounting sys-
tems in place.

The new Global Management 
Accounting Principles outline the funda-
mental values and qualities that represent 
best practice in management accounting.  
“We are providing an authoritative frame-

work that will help companies fully under-
stand their business model and make 
the most efficient use of the volume of 
information at their disposal.  Moreover, 
the Principles will equip organisations 
with the tools to ensure that the right 
governance is in place, enabling business 
leaders across the world to make better, 
more sustainable judgements that will 
minimise risk and maximise opportunity.”

ll emphasising 
non-finanCial value
“The Global Management Accounting 
Principles will also provide companies with 
the ability to connect the dots between the 
financial and non-financial data in a way 
that many still lack. There is increasing 
importance being placed on non-financial 
value to achieve sustainability, and it is 
critical that businesses have the ability to 
capture and measure it,” said Harding. 

According to a CIMA survey, 75% of 
the business leaders surveyed want to 
put more emphasis on measuring and 

demonstrating the non-financial value of 
their organisations. 76% agree the current 
reporting system promotes an excessive 
focus on financials.

Perhaps because the reporting sys-
tem promotes an excessive focus on finan-
cials, only 12% of these business leaders 
said they would go to their finance team 
for help. In fact, they indicated that they 
would be more likely to go to multiple 
sources, ranging from the executive team 
to external consultants and/or invest-
ment analysts.

“It seems that CEOs have an unmet 
need here since they currently have to 
go to multiple sources to gather this 
vital information. This demonstrates that 
measuring non-financial value isn’t part of 
the routine – but it needs to be for busi-
nesses aiming to become world-class.”

Coming full circle, integrating non-
financial and financial value will be the 
key to achieving long-term sustainability 
and nurturing world-class business mod-
els. n 

who ARe SoMe oF The leADeRS In ChARge 
To TRAnSFoRM FInAnCIAl RePoRTIng To 
ReFleCT TRue BuSIneSS vAlue?

A clear transformation is going on in the area of finan-
cial and non-financial reporting and there are some very 
interesting standard-bearers coming into the arena, said 
Andrew harding, Managing Director, Chartered Institute of 
Management Accountants (CIMA). 
The german sportswear giant, Puma, claims to be the first 
business to publish a set of environmental P&l accounts. 
The company has calculated the cost of its total environ-
mental impact in terms of carbon emissions and water con-
sumption - not only for the core group but along its entire 
supply chain. 
In due course, Puma intends to extend these metrics to land 
use, waste, pollutants and social impact. By putting a clear 
set of measurements in place, the company has a much 
better idea of where it needs to focus on waste and energy 
reduction and how to factor this in to future procurement 
decisions. The company also views its new e-P&l as a lever 
to get key suppliers and industry peers on board.

But there are many instances where making decisions on 
business sustainability are not so dry, said harding. In the 
uK, the French-owned utility giant, eDF energy, has been 
criticised by environmental pressure group greenpeace for 
pocketing a £1bn windfall from a state-driven increase in 
the price of carbon. The environmental campaign group said 
if eDF was ethical, it would redirect that money to reducing 
bills for those families least able to cope with soaring energy 
prices. 
In response, eDF said it was ploughing the money back into 
the business to make it more financially sustainable. So who 
is right? “This kind of debate is set to take centre ground 
more and more. how we cost ethics and social responsibility 
will be one of the biggest challenges for accountants in the 
future,” said harding.
The answer to this question probably lies in the time hori-
zon over which the business strategy is formulated, he said. 
“A short-term outlook tends to bypass ethical and sustaina-
ble considerations. what is needed is a more long-term view 
- one in which both commercial organisations and society 
realise they have a symbiotic relationship. In other words, 
they need each other.”

BuILDING WORLD-CLASS 
BuSINESSES FOR THE LONG TERM

Making a difference
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Many organisational lead-
ers believe that measures 
developed under gener-
ally accepted accounting 
principles (GAAP) often 

do not fully capture an organisation’s 
current performance or future prospects. 
To fill this void, they frequently provide 
additional financial measures that are not 
specifically defined by accounting stand-
ards: supplementary financial measures. 

Many such measures are widely used 
in both internal and external reporting, 
for example, Earnings Before Interest, 
Taxes, Depreciation, and Amortisation 
(EBITDA); Underlying Profit; and Free 
Cash Flow. However, some commenta-
tors believe that organisations use such 
measures in their external reporting to 
obscure poor performance.

To help professional account-
ants address this issue and devel-
op and report useful measures, the 
Professional Accountants in Business 
(PAIB) Committee of the International 
Federation of Accountants (IFAC) has 
issued proposed guidance, Developing 
and Reporting Supplementary Financial 
Measures.

The proposed guidance provides prin-
ciples regarding the qualities a measure 
should have and disclosures that should 
accompany them if reported externally. 
The guidance is meant for all organisa-
tions that want to use supplementary 
financial measures, regardless of size or 

structure, private or public. The guidance 
can also be applied to non-financial meas-
ures, such as greenhouse gas emissions 
or barrels of oil equivalent production. 

CONSIDERaTIONS fOR 
DEVElOpMENT aND REpORTINg
Building on the qualitative characteristics 
of useful financial information, the guid-
ance recommends professional account-
ants consider a number of attributes when 
developing and reporting supplementary 
financial measures. A supplementary 
financial measure should be:
• Relevant - used by management to 

assess performance or employed by 
knowledgeable users of the external 
report.

• Complete - provides all the informa-
tion necessary for a user to under-
stand the phenomenon being depict-
ed.

• Neutral - not slanted, weighted, or 
manipulated to obtain a desired 
result.

• Transparent - aligns with its compo-
nents and accompanied by sufficient 
explanation to make it as free as is 
practical from uncertainty and estima-
tion error.

• Understandable and verifiable - allows 
knowledgeable users to understand 
its construction and limitations and 
conclude that it faithfully reports 
what it purports to depict.

• Comparable - between entities in the 

same industry and between periods.
• Timely - reported at the same time as 

the related financial statements.

DISClOSuRE TIpS
In addition to these attributes, the guid-
ance provides a number of tips for dis-
closure of supplementary financial meas-
ures.
• To avoid confusion, supplementary 

financial measures should be clearly 
defined. Additionally, the purpose 
of a measure should be disclosed. 
Further, supplementary financial 
measures should be labeled as such 
and be clearly distinguished from 
GAAP measures.

• When the components of a measure 
change or their calculation changes, 
the reason for the change should 
be explained and the comparative 
amounts should be restated to the 
new basis of calculation.

• A supplementary financial measure 
should include a quantitative recon-
ciliation of the measure to the most 
directly comparable reported GAAP 
measure.

accounting + auditing

Developing and Reporting 
Supplementary Financial Measures
HOW PROFESSIONAL ACCOuNTANTS IN BuSINESS CAN IMPROvE 
STAKEHOLDERS’ uNDERSTANDING OF ORGANISATIONAL PERFORMANCE. 

By Chris Hicks, Principal, Research, Guidance, & Support, CPA Canada
and Vincent Tophoff, Senior Technical Manager, IFAC

GoingGreen 

ll
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• A supplementary financial measure 
should be presented with sufficient 
information to enable a user to under-
stand its components and see that 
the measure is complete, neutral, and 
free from error. 

• An externally-reported supplemen-
tary financial measure should be pre-
sented so that it complements but 
does not overshadow an organisa-
tion’s GAAP measures. 

Given the absence of definitions for sup-
plementary financial measures, many 
jurisdictions regulate their use and 
disclosure when reported externally. 
Accordingly, the proposed guidance 
should be considered in light of the 
regulations in the particular jurisdiction 
where it is applied.

The proposed guidance also includes 
a limited list of relevant resources from 
IFAC, its member bodies, and other rel-
evant organisations.

HOw TO COMMENT
The PAIB Committee invites all stake-
holders to comment on the proposed 
guidance; comments are requested by 
May 26, 2014.

abOuT INTERNaTIONal gOOD 
pRaCTICE guIDaNCE
International Good Practice Guidance 
(IGPG) issued by the PAIB Committee 
covers areas of international and strategic 
importance in which professional account-
ants in business are likely to engage. In 
issuing principles-based guidance, IFAC 
seeks to foster a common and consistent 
approach to those aspects of the work 
of professional accountants in business 
not covered by international standards. 
IFAC seeks to clearly identify principles 
that are generally accepted internation-
ally and applicable to organisations of all 
sizes in commerce, industry, education, 
and the public and not-for-profit sectors. 
Previously issued guidance is available 

on the IFAC website, including Preface 
to IFAC’s International Good Practice 
Guidance.

abOuT THE paIb COMMITTEE
The PAIB Committee serves IFAC mem-
ber bodies and professional accountants 
worldwide who work in commerce, indus-
try, financial services, education, and the 
public and the not-for-profit sectors. Its aim 
is to promote and contribute to the value of 
professional accountants in business by 
increasing awareness of the important 
roles professional accountants play, sup-
porting member bodies in enhancing the 
competence of their members, and facili-
tating the communication and sharing of 
good practices and ideas. n

Copyright © February 2014 by International 
of Accountants (IFAC). All rights reserved. 
Used with permission of IFAC. Contact per-
missions@ifac.org for permission to repro-
duce, store or transmit this document.

DEvELOPING AND REPORTING 
SuPPLEMENTARY FINANCIAL MEASuRES

Greetings from all of us at the Malaysian Institute of Accountants!

We would like to thank you for all the cooperation and support extended to us 

to ensure smoother and better operations at the Institute. We would also like 

to take this opportunity to remind you to update your e-mail address with us 

by sending it to membership@mia.org.my

Why is your e-mail address so important to us?

MIA strives to become increasingly socially responsible and expedite the 

information sharing process. As the world collectively joins hands to be more 

environmentally friendly, we believe that the accountancy profession too 

should take measures to help ensure that we do our bit. Since technology has 

given us a better alternative in the form of e-mails, we are glad to cut down 

on the use of paper. We hope that this will not just stop with us. We want 

members to emulate environmental-friendly practices, be it in business or 

personal life.

With the pace of business picking up all around us, we realise that speed 

becomes an essential element in responding to the countless challenges and 

changes that come our way. As such, we believe that using e-mail as a mode 

of communication will help us lessen the turnaround time of information 

dissemination to members. We thank you in advance for your cooperation.

For more information please contact the 
membership department at 603 2279 9200 or 
email membership@mia.org.my

www.mia.org.my 
or like us on         Facebook/miaconnect

Improving Communication

GoingGreen 

ll
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Fast Track to a 
Professional Qualification
MIA AND CIMA JOINED HANDS TO HELP FINANCE LEADERS uPGRADE THEIR QuALIFICA-
TIONS vIA A FAST-TRACK ROuTE TO OBTAINING THE CIMA PROFESSIONAL ACCOuNTANCY 
QuALIFICATION. THIS INITIATIvE AIMS TO GROW AND ENHANCE THE POOL OF MALAYSIAN 
FINANCE AND ACCOuNTING TALENT AT TOP LEvELS, WHICH IN TuRN WILL DRIvE ASPIRA-
TIONS OF ACHIEvING DEvELOPED ECONOMY STATuS.

Experienced chief financial officers 
and senior finance executives can 
now upgrade their qualifications 
ASAP through the CIMA-CFO pro-

gramme.
The Malaysian Institute of Accountants 

(MIA) is supporting the Chartered Institute 
of Management Accountants (CIMA) in 
implementing the CIMA-Chief Financial 
Officer (CIMA-CFO) programme, which 
offers a fast-track route in obtaining the 
CIMA professional accountancy qualifica-
tion. 

Participants of this programme will be 
exempted from 14 out of 15 papers of the 
CIMA professional qualification. The 15th 
paper requires them to write a case study 
drawing upon their cumulative experience 
and skills. Upon successful completion of 
the programme, they can apply for CIMA 
membership. 

“Through this programme, many more 
individuals, either members or non-mem-
bers of MIA who do not possess a profes-
sional accountancy qualification - especially 
among corporate and financial leaders with 
extensive experience in the corporate world 
- will have the opportunity to obtain a pro-
fessional qualification,” said MIA President, 
Johan Idris at the recent MoU signing cer-
emony between MIA and CIMA. 

“Although there are more than 30,000 
members currently registered with MIA, 

ll

Nazatul Izma

there is still a substantial 
number of financial and busi-
ness leaders who have not 
registered with us. Most of 
these people have all the 
required experience and 

knowledge, and the only 
missing link for them to be a 

qualified accountant is that they 
may not have the right qualifica-

tions and recognitions to enable them 
to register with MIA,” he said.  

Johan added that MIA is supportive of 
this effort because of the benefits it brings to 

the accountancy profession and the financial eco-

system system as a whole. Professionally qualified 
financial and business leaders are crucial for the 
accountancy sector’s development and to support 
Malaysia’s position as a global financial centre and 
business hub. With CIMA, MIA aims to support the 
sector’s talent development by encouraging quali-
fied and eligible business leaders to acquire profes-
sional accountancy qualifications and competencies.

Talent needs to be transformed to manage the 
mounting challenges of managing the finance 
function within an increasingly multifaceted and 
globalised accounting and finance sector, and to 
produce the quality talent necessary to drive the 
Economic Transformation Programme (ETP).
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FAST TRACK TO A 
PROFESSIONAL QuALIFICATION

Talent needs to be transformed to manage the mount-
ing challenges of managing the finance function within an 
increasingly multifaceted and globalised accounting and 
finance sector, and to produce the quality talent neces-
sary to drive the Economic Transformation 
Programme (ETP). It cannot be denied that 
finance leaders operate in an evolving land-
scape where regulatory reforms, onset of 
new standards and requirements, emer-
gence of new risk disciplines and the 
fundamental changes in financial reporting 
standards have become the norm. All of 
these require financial and business lead-
ers to be equipped with new knowl-
edge and skills, and the CIMA-CFO 
programme fits the bill.

Irene Teng, Regional 
Director of CIMA SE Asia 
and Australasia, said that 
CIMA is very pleased to 
implement the CFO pro-
gramme in collaboration 
with MIA to fill a clear talent 

void and to promote business sustainability. “We recognise 
the fact that there are many CFOs and senior finance profes-
sionals in Malaysia who will benefit from this programme as 
it is a fast track route to being professionally qualified. The 
CIMA professional qualification is ideal in preparing CFOs 
with the necessary cutting-edge skills to meet the changing 
finance landscape which is now moving towards business 

partnering. In business partnering, CFOs have 
an important role to play in ensuring that per-

formance management is not just about the 
achievement of current financial targets but 
longer-term strategic objectives too.’

The CFO programme undertaken by MIA 
and CIMA as well as other areas of co-opera-

tion under the MOU (including training cours-
es, thought leadership events and National 

Award for Management Accounting) is 
proof that these two bodies are com-

mitted to enhancing the competency 
and professional development of 

the accountancy profession in 
Malaysia. n

MIA President, Johan Idris (second from left) and Managing Director CIMA, Andrew Harding signing the MoU. Also present were G. Shanmugam, 
Head of Professional Development MIA (extreme left) and Irene Teng, Regional Director SE Asia & Australasia, CIMA (extreme right).


