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editor’s note

DeCISION Of THe DISCIPLINary COMMITTee
MaLaySIaN INSTITuTe Of aCCOuNTaNTS

NOTICE

The Council of the Malaysian Institute of ac-
countants hereby gives notice that on 9 July 
2009, after due inquiry by the Disciplinary Com-
mittee of the Institute, Wong Kang Hwee (Mem-
bership No: 1656) was found to have committed 
an act amounting to ‘unprofessional conduct’ 
within the meaning as provided under rule 2 
of the Malaysian Institute of accountants (Disci-
plinary) rules 2002 [P. u. (a) 229/2002] (“the MIa 
(Disciplinary) rules”).

The Disciplinary Committee in exercise of its 
powers under rule 18(3) of the MIa (Disciplin-
ary) rules has ordered the member to be rep-
rimanded and ordered the member to pay the 
Institute the sum of rM6,000.00 in respect of 
costs and expenses of and incidental to the dis-
ciplinary hearing before the Disciplinary Com-
mittee and the investigation conducted by the 
Investigation Committee.

The decision of the Disciplinary Committee took 
effect on 9 September 2009.

rOSLI bIN abDuLLaH
Registrar
On behalf of the Council of the Malaysian Insti-
tute of accountants

Change is part and parcel of life. As 
the regulatory body spearheading 
the profession, the Malaysian 

Institute of Accountants has always 
warned our members that we have to 
learn to embrace change if we’re to 
succeed going forward. In this issue, 
we take a quick look at the pending 
regulatory reforms such as proposed 
amendments to the Companies Act 1965 
and the Accountants Act 1967 which aim 
to simplify the business environment and 
streamline Malaysia in-line with other 
jurisdictions, while improving governance 
and quality in the profession. The crucial 
question is: how will these reforms impact 
our 26,000 members, particularly public 
practitioners? We outline some strategies 
for coping with and capitalising on change. 

Apart from regulatory reform, changes 
could be coming up to enhance governance 
and compliance to protect public and 
stakeholder interest and again, bring 
us abreast of global developments. 
Specifically, the Public Practice Committee 
of MIA is calling for reforms to Practice 
Review to make it ISQC 1-compliant and 
a more effective tool for improving the 
calibre of practitioners and firms. 

On a bright note, accountants remain 
in demand as a profession even as the 

global economy tanked over the last two 
years. But let’s not rest on our laurels. 
Keep investing in improving skills and 
knowledge so that employers and clients 
continue to seek out our services. For 
our part, MIA too intends to continuously 
invest in upgrading the profession so it 
remains relevant even in the new world 
economic order.

Speaking of the new world order, me-first 
conspicuous consumption seems to be 
trending down even as generosity, charity 
and sustainable consumption pick up. Quick 
to scent business potential while fulfilling 
their corporate social responsibilities, 
companies are delivering products and 
services that combine gratification and 
giving. This new method of marketing 
is called “embedded generosity” and fits 
perfectly into the agenda of sustainable 
companies, whereby business should be 
giving back to the people and the planet. 
Indeed, sustainable development will be 
a recurring theme at the upcoming World 
Congress of Accountants in November 
2010.  

 Here’s wishing all our readers Gong Xi Fa 
Cai. Happy reading! n

EDITOR

Carpe Diem

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

editor’s note

letters to the editor ///// 
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cover story

HOW CaN PraCTITIONerS DeaL WITH  
THe aNTICIPaTeD refOrMS TO THe eVer-
CHaNGING reGuLaTOry LaNDSCaPe IN 
OrDer TO SuSTaIN THeIr buSINeSS aND 

CaPITaLISe ON fuTure TreNDS?

Some Upcoming changeS?
The Companies Commission of Malaysia 
formed the Corporate Law Reform 
Committee (CLRC) to spearhead review 
of the Companies Act 1965. The objec-
tives were to create a legal and regula-
tory framework that will facilitate busi-
ness in the 21st century, reducing cost 
of compliance, simplifying operational 
processes and harmonising conflicts and 
duplications with other corporate regula-
tory bodies.  

The CLRC Repor t contains 
a total of 188 recommendations.  
Recommendations that will provide an 
easier administrative regime for busi-
ness include the following, which are 
not exhaustive. One, allow companies 
to incorporate with only a single mem-
ber who can be the director. Two, do 
away with the mandatory name reser-
vation process and make the register 
of reserved names available to the pub-
lic to simplify search and registration. 
Three, introduce the use of a single 
incorporation document in a prescribed 
form to simplify incorporation and 
replace the statutory declaration (Form 
48A) with a statement of compliance. In 

capitalising

Change affecting 
practitioners is 
definitely in the 
pipeline, whether 
in the form of 

the proposed amendments 
to the Accountants Act 
1967, the proposed Limited 
Liability Partnership 
and the upcoming Audit 
Oversight Board. Other 
major changes include 
proposed reforms to the 
Companies Act 1965 to 
facilitate a business-
friendly environment and 
streamline Malaysia in line 
with other regions. 

Nazatul Izma

on change
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line with international developments, it 
is recommended that a private company 
should not be required to hold an annu-
al general meeting to offer very small 
companies this flexibility. Requirements 
for audited accounts for very small 
companies will also be relaxed by allow-
ing shareholders to decide on audit. It 

follows that the definition of very small 
companies needs to be clarified and dif-
ferentiated.

Elsewhere, one of the “drastic” 
changes is the recommended shift to a 
no par value (NPV) environment where 
the concept is to use market value rather 
than fixing a par value, which is prob-
ably aligned with changes in accounting 
standards and reflects ongoing contro-
versy on the use of share premium 
accounts. Under NPV, a company limited 
by shares shall no longer be required 
to state its authorised capital in the 
Memorandum. All shares shall no longer 
have a par value attached; and conver-
sion of all shares to shares of no par 
value shall be made mandatory for all 
companies.  

The move will have ramifications. For 
example, how will the market value of 
shares be determined? And won’t the 
value fluctuate? Since the maintenance 
of a share premium account is no longer 
required in a NPV regime, all amounts 
received for issue and allotment shall be 
known as a “contributed capital” account. 
A company that has made a profit will still 
have a retained profit/earning account 
and this account would remain distribut-
able as cash dividends or bonus shares.  

The report also makes recommenda-
tions for separate insolvency provisions. 
These will enable the efficient winding-
up of companies that cannot continue 
their business as a going concern, and 
the restructuring of viable companies 
in financial difficulties but with a busi-
ness case for continuity. A corporate 
rehabilitation framework consisting of 
a Judicial Management system and a 
Corporate Voluntary Arrangement is also 
being proposed. The totally new judicial 
management legal framework which is 
being proposed will substantially adopt 
the Singapore Companies Act (Chapter 
50) on roles and functions of the Judicial 
Manager.   

A proposed new framework for the 
accountancy profession with salient 
recommendations for amendments to 
the Accountants Act 1967 has also 
been drawn up to enhance MIA’s 
ef fectiveness in meeting stakehold-
ers’ expectations and deal with chal-
lenges facing the profession. Broadly, 
the amendments will address three 
areas: regulatory, education and glo-
balisation. Regulator y recommenda-
tions include: enhancing oversight 
of the disciplinar y process, setting 
up of the Accountancy Disciplinary 
Board, improving compliance ef fec-
tiveness, allowing the incorporation 
of accountancy practices and allowing 
the usage of trade names. Education 
amendments include introducing 
Competency Assessment and a frame-
work for recognition and review of 
qualifications, while globalisation 
addresses the issue of admission for 
foreign accountants.

how To Deal
What does this raft of proposed 

reforms mean for the profession? 
Obviously, the game has moved up sev-
eral notches and practitioners need to 
be prepared. “When the rules are chang-
ing and the conditions of play change 
accordingly, how do we address these 
changes to ensure the sustainability of 
our companies?” asked Abdul Rahim 
Abdul Hamid, President of the Malaysian 

CaPITaLISING ON CHaNGe

When the rules are changing and 
the conditions of play change 
accordingly, how do we address these 
changes to ensure the sustainability 
of our companies?

Abdul Rahim Abdul Hamid, President of MIA
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Institute of Accountants (MIA).  
Practitioners need to brace for high-

er expectations triggered by regulatory 
reform. Although accountants in Malaysia 
have performed well in the past, greater 
expectations are being placed on practi-
tioners by clients who are public-listed 
companies to keep up with increased 
pressure from regulators such as Bursa 
Malaysia, Securities Commission and the 
Companies Commission of Malaysia. The 
professional will also have to ingrain a 
strict code of ethics and practice account-
ability with the movement towards a self-
regulatory regime. 

“By moving to a self-regulatory 
regime, we’re supposed to monitor and 
regulate our own professional behav-
iour,” explained Billy Kang, Chairman 
of the Public Practice Committee, 
Malaysian Institute of Accountants. 
“While we don’t want to take unneces-
sary disciplinary action against mem-
bers, we want the flexibility in the event 
that we need to take action. The amend-
ments to the Accountants Act are noth-
ing for practitioners in good standing to 
worry about.” 

Apart from regulatory and client 
pressures, accountants are entrusted 
with protecting the public interest too. 
“To meet these demands, public prac-
titioners need to abide by the highest 
code of ethics and need to practice con-
tinuous learning to adapt and ensure 

Smaller firms should look beyond audit and seize the 
opportunity to provide consulting services to PLCs, big or 

small, since reporting requirements are the same. And 
when it comes to providing IFRS consulting, firms should 

look across the region as convergence opens up significant 
capacity-building opportunities in regimes with minimal or 

miniscule capital market presence.
Nik Mohd. Hasyudeen Yusoff
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competency,” said Jennifer Lopez, 
Country Head, ACCA Malaysia. She 
urged employers not to reduce invest-
ment in training. “Accountants – every-
body – cannot stop learning. Your peo-
ple need to be trained so clients can see 
the quality of your staff. Withholding 
training for staff can impact staff reten-
tion and quality.” 

Although expectations are rising, 
practitioners should not fear change, 
which can be a window of opportunity. 
Regulatory reform can be likened to 
IFRS convergence whereby many audi-
tors grabbed the business opportunity to 
train their clients in understanding and 
applying the new and complex account-

ing standards, thereby allowing them 
to increase the fees charged by adding 
value to their services.  “

One area where accountants could 
conceivably add value would be in corpo-
rate governance, particularly in improv-
ing the quality of financial reporting, 
said former MIA President and CEO 
and thought leader of Inovastra Sdn 
Bhd, Nik Mohd. Hasyudeen Yusoff. 
Smaller firms should look beyond audit 
and seize the opportunity to provide 
consulting services to PLCs, big or 
small, since reporting requirements are 
the same. And when it comes to pro-
viding IFRS consulting, firms should 
look across the region as convergence 
opens up significant capacity-building 
opportunities in regimes with minimal 
or miniscule capital market presence. 

“Audit firms can reinvent themselves 
as trainers for possibly bigger fees,” he 
suggested.

Further, accountants are encour-
aged to act in anticipation of change, 
since many might be apathetic given that 
the pace of implementation of regulato-
ry reforms can be glacial. Employing a 
soccer analogy, Nik pointed out that Sir 
Alex Ferguson and Manchester United 
work to succeed regardless of circum-
stances. “Does he worry about FIFA 
changing the rules? Why wait until 
reforms are implemented to change for 
the better? While regulatory reforms 
may affect the way you run the busi-
ness and entice more customers to 

use your services, you 
should go beyond that. 
The Malaysian consulta-
tive process may slow 
down reform but you 
can’t put your business 
on hold because nothing’s 
happening yet.”  As Kang 
put it, “We should stand 
on our own strengths 
irrespective of regulatory 
change.”

Perhaps one of the 
most important messag-
es of the forum is that 
accountants must rebrand 

themselves as authoritative resource 
persons. One way to do this: improve 
communications and soft skills. “You 
need to show and tell clients about the 
value of your services. You’re not there 
just to produce one final audit report. 
Instead, you must present yourself, the 
accountant, as the most competent per-
son given these regulatory, technical 
and business changes,” noted Lopez. 
Accountants should also avoid the trap of 
being “so technically involved that they 
hide behind their expertise,” warned 
Nik. “You have to look beyond your hori-
zons and realise that you can do many 
things with the skills you have.” Only 
then can accountants truly capitalise 
on the potential that will be opened up 
by regulatory reforms, instead of being 
stranded by change. n

You need to show and tell clients about the 
value of your services. You’re not there just to 
produce one final audit report. Instead, you 
must present yourself, the accountant, as the 

most competent person given these regulatory, 
technical and business changes.

Jennifer Lopez, Country Head, ACCA Malaysia.
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Philip Koh Tong Ngee, Advocate & Solicitor High Court Malaya, Senior Partner of Messrs Mah-Kamariyah & Philip Koh.

Corporate Law Reform: 
Too Much Too Little Too Late?
MaLaySIaN COrPOraTe LaW refOrM HaS beeN 
CHaraCTerISeD by reSPONSe TO CrISIS raTHer 
THaN a THOuGHT OuT COHereNT aPPrOaCH.

The historical legacy of British 
common law is reflected at large 
in Malaysian company law. The 
Malaysian Companies Act 1965 
is based in the main on the UK 

Companies Act 1948 which in turn was a 
product of the Jenkins Report. The prima-
ry philosophy undergirding the company 
law then was a disclosure-based regime 
that is strongly market-based. Certain ele-
ments of Australian law were incorporat-
ed by Professor Gower who headed the 
Committee that gave birth to the 1965 Act.  

Since 1965, there had not been any 
major attempt to reform the 1965 Act and 
in the main when there was amendment, it 
was piecemeal and “knee jerk” in response 
to some perceived misconduct.

A major slew of amendments was 
prompted by the High Level Committee of 
the Ministry of Finance of Malaysia post 
the 1998 crisis. The amendments finally 
reached the statute books after a decade-
long process. This is illustrative of the long 
period of gestation needed before private 
law amendments could find place in the 
crowded agendas of executive and legisla-
tive exertions.

In 2006, the Ministry of Consumer 
Affairs and Trade set up a Corporate Law 
Reform Committee (CLRC) to undertake 
an ambitious reform proposal to Malaysian 
corporate law. In 2008, the CLRC reported 
after two years of work and incorporating 
the work of many sub-committees. 

n	 Some examples of corpo-
rate law reform in malaysia:     

The case of Section 132G of the 1965 Act
For example, a curious provision was 
introduced in 1992 to purportedly pre-
vent a related party transaction between a 
company and persons connected with the 
company. Lawyers and investment bank 
advisers have found the provision ambigu-
ous and unworkable. It thwarted legiti-
mate transactions and added to the costs 
of transactions without concomitant gains 
in governance. It multiplied the fiction 
of unconnected parties by way of layers 
of nominee(s) purportedly unconnected 
to directors or the Company in question.  
Phrases like “ first held the shares ” and 
the  stipulated duration of three years  
after “first held those shares” set up an 
interpretive conundrum to which  lawyers 
gave ingenious advice to circumscribe the 

rigour of the prohibition.  It was under-
stood that Section 132G was prompted by 
the attempt of some government quarters 
to prohibit a specific transaction.  The 
drafting of the provision was far from 
felicitous and spawned myriads of statu-
tory dilemmas.

 When it was proposed to amend 
Section 132G in 2008, the response to 
feedback requested by the Companies 
Commission of Malaysia (CCM) was that 
any amendment to tinker with the word-
ings may lead to a worse-off result. In 
consequence to the robust feedback, the 
whole of Section 132G was removed.

The case of Section 67 share buy-backs  
At the height of the 1998 crisis, when 

the Kuala Lumpur Stock Exchange (the-
then Bursa Malaysia) suffered collapse, 
there was a quick attempt to introduce 
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the share buy-back mechanisms to the 
1965 Act  together with guidelines to the 
KLSE Listing Requirements .

It was widely perceived that due to 
the crisis in confidence the shares of a 
public-listed corporation may be severely 
undervalued; if the 
PLC has cash reserves 
it ought to be permit-
ted to purchase its own 
shares, which sends a 
signal to the market-
place of management 
confidence in the value 
of the corporation’s 
shares, and where the 
shares become treas-
ury shares they are a 
form  of good invest-
ment  for the corpora-
tion. At the passage of 
the amendment bill however, the amend-
ment was touted almost as a panacea 
to the bleeding stock market. Such a 
misconceived idea of the share buy-back 
mechanism is unfortunate and has no 
empirical validation in extant studies.  In 
fact, the use or “abuse” of the share buy 
back mechanism can give rise to a host 
of overlapping issues such as fiduciary 
duties, care and skill, insider trading and 
share market manipulation. These issues 
have not been adequately addressed by 
lawmakers and enforcers.

n	 Disclosure of Substantial 
Shareholdings 

In 1985 (by way of Act A616), a block of 
provisions was introduced to the 1965 
Act. These included disclosure provisions 
which provide for early warning to Boards 
of growth in minority holdings that may 
lead to a prospective takeover. During 
the 1998 crisis, the Securities Industry 
(Reporting of Substantial Shareholding) 
(Amendment) Regulations 1998 was 
passed and the 5% threshold for reporting 
of substantial shareholdings was reduced 
to 2%. In 2001, this was changed back 
to 5% as  the 2% threshold  was found to 
be too low  and  became burdensome 
to  Companies  that  had to comply 
with the same :  see Securities Industry 

(Reporting of Substantial Shareholdings) 
(Amendment) Regulations 2001. 

The prescient words of Professor Sealy, 
the doyen of corporate law jurists, are worth 
reproducing: “The time has come, I believe, 
for us to take stock of the whole filing and 

disclosure system. 
Experience in other 
jurisdictions sug-
gests that much 
of what law now 
calls for is obsolete, 
pointless, unneces-
sarily duplicated, 
wrong in principle, 
unjust and cumber-
some. Above all, it 
is expensive and 
where that expense 
does not bring cor-
responding advan-

tages, a waste of everyone’s time. We would be 
a lot better off if half of the requirements were 
done away with and the remainder redrawn 
so as to give some purpose to the law.”

    
n	 The absence of chapter 

11/Judicial management 
law in insolvency

One of the most acute areas of corpo-
rate law reform is engendered during a 
severe recession. According to an anec-
dote, during the co-operative crisis eco-
nomic recession in the 80s there was a 
clamour for a Chapter 11-type legislation 
to be introduced into the Companies Act. 
When consultative meetings were held, a 
senior representative of the Chambers of 
Commerce had to rely on the analogous 
provisions under the Singapore legisla-
tion as the original proposed Bill was clas-
sified as an Official Secret. The Chapter 
11-type provision did not reach the law 
books  as the major banking institutions 
lobbied  strongly against  its introduction 
fearing that it would be an umbrella pro-
tection that would inhibit creditors’ rights 
against defaulting borrowers who may be 
linked  to  political elites.

The lack of judicial management legisla-
tive provisions resurfaced during the 1998 
crisis when borrowers sought refuge under 
a strained interpretation to Section 176 of 

the 1965 Act. The moratorium   against 
creditors that was granted by the Courts 
was often applied for ex parte and had an 
undefined   duration giving rise to severe 
issues of non-performing loans being 
unrecoverable or creatively destructed or 
rehabilitated. An amendment was made to 
Section 176 introducing Subsection (10A) 
which redresses ad hoc the problems 
generated. To date, there are no judicial 
management amendments to cope with a 
structured manner of rehabilitation.

The lesson learnt here is reforms 
ought to be pursued during a time of calm 
and not distress  as during turbulent times, 
the passage of  amendments can suffer 
vicissitudes which damage the ability to 
reach the statute books and postpone  a 
healthy  piece of  corporate law reform.   

n	 The additionally curious 
case of the Section 67 (6) 
amendment

One of the intractable areas of corpora-
tion law is the wide scope of prohibition 
against financial assistance to purchase 
shares in accordance with the common 
law (Trevor vs. Whitworth).

Case in point is the strong language 
of Section 24 of the Malaysian Contracts 
Act (which by the way is a legacy of 
Colonial India passing through the Straits 
Settlements) which renders void and 
unenforceable any agreement which con-
travenes any laws. Financial institutions 
often find themselves in the invidious 
position where the loan and also accom-
panying securities are declared to be 
void and unenforceable.  It was in the 
aftermath of the  Malaysian Courts’ (e.g. 
Chung Khiaw Bank v Hotel Rasa Sayang 
Sdn Bhd [1990] 1 MLJ 356 ) decisions 
that swift legislation was introduced  to 
Section 67 by way of Subsection (6) to 
permit banks to recover their loans and 
also render intact their securities.

 The strength of lobbying by banks 
to introduce amendments to protect their 
exposure against a broad reading of inva-
lidity is fascinating in its own right as a 
study of the power of financial institutions 
to preserve their creditors’ rights and 
entitlements.

The lesson learnt here is 
reforms ought to be pursued 

during a time of calm and not 
distress  as during turbulent 

times, the passage of  amend-
ments can suffer vicissitudes 
which damage the ability to 
reach the statute books and 
postpone  a healthy  piece of  

corporate law reform.  
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n	 The 2008 amendments
The amendments to the 1965 Act came 
into effect on 15 August 2008. The long 
duration from recommendations by the 
Finance Committee in 1998/99 to the stat-
ute books testify to the many bureaucratic 
hurdles and the long process before legal 
reform recommendations can come to 
fruition.

I can also bear witness whilst serving 
in the MOF Subcommittee chaired by the 
Malaysian Securities Commission that the 
recommendations 
that were cobbled 
up were made very 
quickly and any con-
sultations were kept 
to the minimum . In 
fact, there are major 
points where the 
rationale for a pro-
posed amendment 
was inadequately 
addressed or even 
articulated.  

Be that as it may, 
it is to the credit 
of the CCM that these amendments did 
reach their legislative outcome.

 The core  of  the amendments  were 
posited on  the  governance of  companies  
through  the Board  which was perceived  
to have  been weak and ineffective.

Major codification of director’s duties 
of care and skill and enhancement of fidu-
ciary duties were introduced.

Though one may debate whether some 
of the amendments were needful and may 
have been better left to judicial rulings 
so that there may be more flexibility in 
applying governance norms to conduct 
of controllers and their agents, Malaysia 
has opted to codify the same. This in part 
may be defensible given the complexities 
of corporate conduct and the relative lack 
of judicial experience in commercial and 
corporate spheres. 

 The core difficulty has been well put 
in one case:

 In AWA Ltd. vs. Daniels t/as DHS 
(1992) 7ACSR 759 Rogers J observed,

“Foremost among [the difficulties which 
arise in allocation of liability to directors, 

officers and auditors] is the failure to rec-
ognise and to admit that many companies 
today are too big to be supervised and 
administered by a board of directors except 
in relation to matters of high policy. The true 
oversight of the activities of such companies 
resides with the corporate bureaucracy.”

The amendments which align the vari-
ous threshold tests to the Bursa Listing 
rules for public companies are welcomed 
as advisers and officers negotiate the maze 
and labyrinthine paths of laws. 

The strength-
ening  of  directors’ 
duties  of care and  
skill to bring them 
commensurate  to 
the heightened  
sense of application 
of responsibility  and 
accountability in the 
contemporary  busi-
ness world  is under-
scored. A director 
who now has specific 
skills and knowledge 
will have to deploy the 

same for the company he served and not 
hide behind a generic reasonable person 
fiction. The diversion of corporate oppor-
tunity being a clear species of breach of 
fiduciary duty is now explicitly stipulated. 

 So too  the parameters of  the duty of  
nominee directors  is clarified  so that in 
the event there is  a conflict between his 
duties to  his appointor  and the company  
which he  is appointed,  he may not subor-
dinate  the interests of the company to that 
of his  appointor. Nominee directors from 
government agencies to GLCs ought to 
take heed of this as they can face serious 
dilemmas in decision-making.  In an ear-
lier version of the suggested articulation of 
nominee director’s duties it was stated that 
the nominee director owed an exclusive 
duty to the company. It is heartening that 
CCM took into consideration the realities 
of Malaysian corporate holdings (e.g. PNB 
and EPF) and the final wordings reflect 
pragmatic realism. So too there is no lee-
way for abdication and delegation of duties 
do not absolve whilst there is residual 
responsibility for the acts of the delegate.  

The strengthening of minority share-
holders’ rights by way of statutory deriva-
tive remedy is significant. The Court is 
conferred jurisdiction to oversee whether 
the applicant is acting in good faith and if 
the interest of the company is served by 
permitting the shareholder to pursue the 
remedy. The complexities of the excep-
tions to the Foss & Harbottle rule appear 
to be untangled by this. Or are they? 
Whilst much can be said that the entangle-
ments that beset minority remedies ought 
to be addressed, the granting of avenues 
for remedies must not completely suborn 
the majoritarian principle of shareholder 
property rights. A careful equilibrium will 
have to be maintained which must tap into 
mature corporate law jurisprudence.

 Injunction relief is also available to the 
Registrar of Companies and or persons 
whose interest may be affected by con-
duct which may be in contravention of the 
Companies Act. This additional arsenal in 
the litigation armoury though welcome to 
litigation lawyers may have wide-ranging 
ramifications to the conduct of a corpora-
tion’s affairs.    

The whistleblowing protection was 
extended to auditors and officers. The 
mandatory nature of the obligation for 
auditors to whistleblow adds to the burden 
and expense of the audit process. Whether 
it will aid the enhancement of governance 
remains to be seen.

n	 The work of clRc
 In 2003, the Ministry of Trade and 
Consumer Affairs whose jurisdiction 
includes the Companies Act 1965 set 
up a Corporate Law Reform Committee 
chaired by retired Court of Appeal judge 
Dato’ KC Vohrah. The Committee con-
sists of lawyers, accountants, merchant 
bank advisers, academicians   and insol-
vency practitioners. It met for over a 
period of two years and its work was 
divided into various subcommittees. The 
CLRC produced its report which was 
published in 2009. The principles upon 
which the CLRC based the reform recom-
mendations were:
•	 Restructuring	 the	 legal	 framework	

which balances business efficacy 

Though one may debate 
whether some of the amend-

ments were needful and 
may have been better left to 
judicial rulings so that there 

may be more flexibility in 
applying governance norms 

to conduct of controllers and 
their agents, Malaysia has 
opted to codify the same. 
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and governance  
•	 Management	to	safeguard	the	inter-

ests of shareholders and creditors.
•	 A	 compendious	 legislation	 dealing	

with “core Company Law distinction 
for rules between private and public 
companies recognised”.

•	 Reliance	 on	 a	 combination	 of	 legal	
rules and self-regulation

Whilst there were robust discussions 
on many issues, the consultation from 
the public and stakeholders affected by 
recommendations did not elicit wide-
ranging responses. At best, some public 
responses were lukewarm and the most 
appropriate responses came from profes-
sional organisations whose work may be 
directly impacted by any proposed legal 
reform recommendations.

Despite the many hours put in by the 
CLRC, it is doubtful in my personal view 
whether any of the recommendations will 
reach the statute books and, more perti-
nently, whether there will be a compendi-
ous revamp of the 1965 Act.

Unlike the UK reforms initiatives 
which were driven by the Blair adminis-
tration under the guise of it being an elec-
tion platform, the Malaysian legal reform 
initiatives have no active political impulse 
or ownership. There were two Ministerial 
changes during the course of the CLRC  
and a third minister was presented  with 
the completed CLRC report with no com-
mitment of setting in motion the realisa-
tion of the recommendations  to a Bill/
Act.  The participation of the Attorney 
General’s Chambers  and the Department 
of Insolvency  in CLRC also lacked conti-
nuity as representatives from these two 
agencies were not senior officers (and 
even when the representative was senior, 
he/she did not remain long)  and was 
replaced and substituted by officers who 
found difficulty in contributing cogently 
to the reform discussion.

One of the weakest aspects of the 
CLRC report was that it was not accom-
panied by a DRAFT Companies Bill. 
Without such an accompanying Bill, it 
is feared that the whole CLRC exercise 
may be one to merely validate Malaysia 

as being consistent with the reform ini-
tiatives as exemplified throughout the 
Commonwealth.

On a final note, what are the basic 
issues that we may reflect upon in terms 
of law reform in the sphere of corpo-
rate law? Judith Freedman observed that 
there are five major areas that beset 
Company law reform:
•	 the	 volume	 and	 detail	 of	 legislation	

and regulations;
•	 the	 piecemeal	 nature	 of	 legislative	

reforms;
•	 poor	drafting;
•	 lack	of	consultation;	and
•	 inadequacy	of	parliamentary	process	

for law reform.

As is self-evident from this brief overview 
of corporate law reforms, Malaysia’s expe-
rience supports Freedman’s observations. 

Clearly with every excess and abuse 
by the controller of the corporate entity, 
the clarion call for reform is sounded 
and at times implemented. However, care 
must nonetheless be taken that exuber-
ant law-making is not used as a legitimat-
ing device that camouflages the deviant 
behaviour of political elites and the co–
opting of regulatory agencies. Regulators 
have been conferred immense powers, 
but the Justinian adage “Who watches the 
watchdog?” is worth recollecting. 

The adage that laws will be but scare-
crows which birds do perch upon (meas-
ure for measure) if left unenforced is as 
valid in Elizabethan times as in Malaysia 
and certainly great edifice and architec-
tural rules do not build a house. Gaps in 
execution and enforcement remain fore-
front in debate. n
      

•	 E.g. Finance Committee on Corporate 
Governance (1999) Chapter 6. See Philip Koh 
Tong Ngee Corporate Governance in Malaysia : 
Reforms  in light of Post-1998 Crisis  in Ho Khai 
Leong ed Reforming Corporate Governance  
in South East Asia, Economics, Politics & 
Regulations ISEAS.     
• See extended discussion in  Loh Siew Cheang, 
Corporate Powers Accountability (Lexis Nexis 
Butterworths) ( 2002) pp 600-614 ; See Chapter 

6, “ Constraining the Board,”  in Paul Davies, 
Introduction to Company Law  Clarendon Law 
Series (Oxford) (2002)      
• See Finance Committee Report 1999 p 165, 
166. Also Philip Koh Tong Ngee & Tan Liong 
Tong, “Legal  and Accounting Implications of 
Section 67A  of the Companies Act 1965: the 
Scope and Strategic Operation of Share buy- 
back.” Maicsa Publication (1998)  
• For analysis and discussion of these amend-
ments see Philip Koh Tong Ngee, “Company 
Ownership Disclosure & Liabilities in Malaysia” 
[1992] 2 MLJ li; [1992] 2 MLJ 51.     
• LS Sealy Company Law  & Commercial 
Reality (1984)  p 34  quoted in Philip Koh  
supra (1992)MLJ     
• This writer was involved in the case, acting for 
the bank and the attempt to argue that common 
law trends tended to refrain from rendering void 
contracts that unwittingly contravene some legis-
lation did not find favour with the-then Supreme 
Court (now Federal Court).      
• Consultation responses were not cogent and 
recommendations were made from the experi-
ence and knowledge of the Subcommittee.     
 Section 131A -131B of 1965 Act. 
• Clearly accepting the Laskin SCJ’s approach of 
Canadian Aero Services Ltd v O Malley (1973) 
40 DLR (3d) 371. 
• Section 131 B (1E) 
• Section 131B(1F) Compare Australian cases 
of Levin v Clark [1962]  NSWR  686 ; Re 
Broadcasting  Station 2B Pty Ltd  [1964-65]  
NSWR 1648     
• Section181A
• 368A.
• From  Judith Freedman, “ Reforming 
Company Law,” in  Fiona Macmillan Patfield 
Ed Perspectives on Company Law Kluwer Law 
(1995)      
• Justin O Brien, “Redesigning Financial 
Regulation: Politics of Enforcement Wiley 
(2007); Earlier work which need substan-
tial updating but still useful: Benn Steil Ed.  
International Financial Market Regulation 
Wiley ( 1994)  ; See also an admirable con-
spectus of law and economic issues as relating 
to corporate law reform  in Brian Cheffins , 
“Company law: Theory, Structure & Operation 
(Oxford)( 1997)”                  
• See the report on the U.S SEC on the 
weaknesses in overlooking the PONZI Madoff 
Schemes by the SEC.  

COrPOraTe LaW refOrM: TOO MuCH TOO LITTLe TOO LaTe?
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governance

Good corporate reporting is 
generally an indication of 
competitiveness and superior 
corporate governance, and 
the National Annual Corporate 

Report Awards (NACRA) organised by 
MIA, Bursa Malaysia and the Malaysian 
Institute of Certified Public Accountants 
(MICPA) recognises such quality 
Malaysian corporate reports. In fact, 
NACRA’s guidelines for what constitutes a 
Good Report are so stringent that less 
than 10 per cent of the 980 companies 
screened at the preliminary stage of the 
NACRA 2009 awards actually got through 
to the first stage of adjudication.

But what exactly constitutes a quality 
report, by NACRA standards? And how 
can public-listed companies improve their 

reporting in future? Ken Pushpanathan, 
Chairman of the NACRA Adjudication 
Committee which vets the Annual Reports 
that qualify for detailed adjudication, 
outlines some key strategies for companies 
to take note of and implement to enhance 
the calibre and transparency of future 
communications. 

n		The ImporTance 
 of efforT
Good reports show initiative and effort on 
the part of the preparers. “The better 
reports always address all the required 
relevant information concisely, and 
disclose  thoroughly the measures taken 
– including on activities, corporate policy, 
strategic plans, the company’s prospects 
and current initiatives to protect the 

Improving 
Majella Gomes

Corporate Reporting



February 2010 |  accountants  today      15     

IMPrOVING COrPOraTe rePOrTING

environment,” explained Pushpanathan.
It is interesting to note that while some 

companies put a lot of effort into their 
Annual Reports and are competitive for 
NACRA awards, some others choose not to 

compete despite 
having very good 
reports, for reasons 
such as a change of 
corporate philosophy 
due to ownership 
changes arising from 
buyouts or mergers 
and acquisitions. “It’s 
not as if the 
companies that aren’t 
recognised by 
NACRA have not 
performed,” he 
clarified. “Rather, 
they see no urgent 
need for this sort of 

national recognition at this point in time in 
accordance with the stringent qualifying 
criteria for NACRA, although they may well 
be meeting global reporting standards 
requirements for the most part.”

Subjecting the company to the 
scrutiny of an independent body is seen 
as an effort at improving transparency as 
well as a test of management’s mettle.

n		The rIse of 
corporaTe 

 responsIbIlITy
Corporate responsibility initiatives are 
being assigned more weightage these 
days and intensely scrutinised in the 
NACRA judging process. Why? It is 
important to note how companies fulfill 
their social obligations, because corporate 
social reporting is integral to how 
involved they are with society at large. 
Importantly, their efforts have to be 
sustainable and genuine, and not flash-in-
the-pan, one-off events or campaigns 
undertaken purely for publicity, either.

n		Tone from The Top
“We have instances where the company’s 
preparation and presentation of Annual 
Reports have the direct involvement of 

the CEO or Chairman. In these cases, the 
company almost always does well – 
because there has been active involvement 
of top management. Public Bank is a good 
example. The Bank has won the Overall 
Excellence Award nine times between 
1990 and 2009, and the Chairman is 
known to take a personal interest in the 
Corporate Reporting Process,” explained 
Pushpanathan.

n		be open 
 and TransparenT 

Companies looking for NACRA recognition 
should steel themselves for full and 
unvarnished disclosure. The list of items 
for scrutiny is frighteningly exhaustive, 
starting with how promptly their Annual 
Reports are published. “Although public-
listed companies have to submit their 
audited financials to Bursa Malaysia within 
four months of the end of their financial 
year, the preliminary qualification criteria 
allows for the Companies Act 1965 
requirements of a six-month time frame 
for Annual Reports to be submitted,” 
Pushpanathan said. “We expect to see that 
this deadline has been strictly adhered to, 
if the company wants to be in the running.”

Apart from timeliness, the NACRA 
adjudication process also involves checking 
on the extent of compliance. Statements 
on corporate governance and internal 
control are already mandatory under 
Bursa Malaysia’s listing requirements, but 
even these have to be reasonably elaborate 
and detailed. Corporate Social 
Responsibility (CSR) is a veritable 
minefield; the more inclusive and 
sustainable a company’s efforts, the better 
its chances of clinching silver, gold or 
platinum awards. “Voluntary disclosures 
win bonus points,” Pushpanathan added.

It cannot be stressed enough that 
companies should be more open if they 
want to improve. For example, significant 
related party disclosures involving holding 
companies, subsidiaries, associated 
companies and joint ventures, as well as 
other director-related transactions ought 
to be disclosed in a transparent manner in 
the Annual Reports.

Corporate Reporting

Ken Pushpanathan
Chairman, NACRA Adjudication 
Committee
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The more relevant information it 
shares with its stakeholders, the better a 
company’s corporate governance is likely 
to be. With this in mind, reports from the 
CEO, CFO and COO are always carefully 
noted. Annual Reports are adjudicated to 
ascertain if performance meets or is at 
variance with policy. For instance, 
company operations are juxtaposed 
against company philosophy to see if its 
objectives have been met. Timely and 
proactive compliance with regulations, or 
guidelines and putting in place measures 
to conform with such regulatory 
requirements will score top marks.

Predictably, companies may cite 
confidentiality as a reason for not being 
more forthcoming with corporate 
information. Nevertheless, Pushpanathan 
stressed that if Malaysian companies 
want to be leaders in corporate reporting, 
they will need to appreciate the positive 
benefits of being open and transparent. In 
the case of Malaysian companies with  

foreign subsidiaries, associates or other 
interests abroad, these related parties are 
already subject to additional  regulations 
where they operate, which in most cases, 
may be even more stringent.

n		Global 
benchmarkInG

Openness and transparency in Annual 
Reporting on an unprecedented scale 
may be inevitable with the adoption of 
Financial Reporting Standards and 
Malaysia’s convergence commitment by 
2012; Malaysian companies will have no 
alternative but to bring themselves up to 
speed. One way, of course, is to ensure 
your company’s reports actually reflect 
good governance. To achieve this, it is 
critical that organisations have 
appropriately-trained staff – both internal 
and/or outsourced - to handle compliance 
and governance matters.

Preparers, auditors, regulators and 
other capital market stakeholders should 

ensure that they are fully conversant with 
the requirements. “Due care and diligence 
must be exercised in the preparation of 
Annual Reports with higher professional 
standards, and more accurate disclosure 
of information,” advised Pushpanathan.

n		keep on ImprovInG
“It is possible for local Annual Reports to 
be produced which are comparable to 
those issued globally.  It is a matter of 
keeping up with the best practices in 
corporate reporting.  Good reports are 
never static. The companies which 
produce these always find new 
differentiating disclosures, or new ways 
to do it. They are consistent and 
persistent in their endeavours. Many of 
them are industry leaders precisely 
because of this, and because of their 
proactive approach. They don’t wait to 
be told; they go ahead and set the 
standards that others follow,” concluded 
Pushpanathan. n
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the National annual Corporate report awards or NaCra has 
almost a quarter century of history. Launched as the Malaysian 
Corporate report awards (MaCra) in 1985, it was initially 
organised by the Malaysian association of Certified Public 
accountants (MaCPa) and the Malaysian Institute of 
Management (MIM). three years later, MIa and the then-KLSe 
organised the National annual report awards (Nara). as the 
two awards shared common objectives, they were combined 
and became NaCra in 1990.

Currently, NaCra is the collaborative effort of Bursa 
Malaysia, the Malaysian Institute of accountants and the 
Malaysian Institute of Certified Public accountants. One of the 
main differences between NaCra and other awards is that it is 
an accolade given by independent professional bodies. the 
awards recognise excellence in the presentation of financial 
and business information, underscoring the fact that this 
promotes higher standards of corporate governance.

NaCra has instituted Specific and general Criteria for its 
awards. Companies wishing to participate in this highly 
prestigious competition are required to demonstrate an above-
average level of corporate governance and transparency. this 
is necessary because the awards recognise corporate excellence 
from many perspectives. to ensure excellence, the criteria for 
NaCra is reviewed and enhanced every year, and hence the 
bar is continually being raised.

Companies compete in five categories of awards: Overall 
excellence, Industry excellence for Listed Companies, 
Presentation, Corporate Social responsibility and a Special 
award for Non-Listed Organisations. the Industry excellence 
award is for Main and Second Board companies and MeSdaQ 
companies till 2009, (prior to the recent restructuring of Bursa 
Malaysia’s boards under the Main and aCe categories) and 
most categories offer silver, gold and platinum awards. 
Corporates can also vie for the Best annual report in Bahasa 
Malaysia and the Best designed annual report awards.
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economy

The CurrenCy exChange raTe PuzzLe: 

Can it ever be solved?

Saravanan Ramasamy

“WITH THe WOrLD eCONOMy STILL IN a PreCarIOuS STaTe, beGGar-THy-NeIGHbOur 
POLICIeS by MaJOr PLayerS CaN’T be TOLeraTeD.  SOMeTHING MuST be DONe abOuT 
CHINa’S CurreNCy.”  – PAUL KRUGMAN

Issues surrounding currency 
exchange and the controls 
imposed have been long debated 
amongst economists and policy-
makers alike.  At one extreme, we 

have proponents of the floating exchange 
rate regime and on the other end of the 
extreme, there are voices call-
ing for a fixed exchange rate 
regime.  In the middle of this 
continuum, there are the follow-
ers of the managed float regime, 
who are neither the champions 
of fixed nor floating regimes.  
Their aim, at least theoretically, 
is to strike a balance between 
both of these regimes.  To fur-
ther complicate matters, there 
are also the “carry traders” who 
have largely contributed to the 
recent exchange rate swings.  
At this juncture, the statement 
by Keynes mentioned below, 
though not directly related to 
exchange rate policies, aptly 
describes the unresolved cur-
rency exchange rate puzzle the 
world is witnessing today. 

“We have involved ourselves in 
a colossal muddle, having blun-
dered in the control of a delicate machine, 
the workings of which we do not under-
stand”
 - John Maynard Keynes

fixed, floating and managed 
float regimes

The world of currency exchange wit-
nessed both calm and prosperous eras 
between 1945 and 1973.  This was chiefly 
contributed by three factors, namely: the 

stable Bretton Woods system of fixed or 
also known as pegged exchange rates, 
controls over capital flows and limita-
tions on the transactions that could be 

conducted by financial institutions. Under 
this regime, the  central bank sets and 
maintains a set price against a major 
world currency (usually the US dollar, 
but also other major currencies such 
as the euro, the yen or a basket of cur-
rencies).  In order to maintain the local 

exchange rate, the central bank 
buys and sells its own currency 
in the foreign exchange market 
in return for the currency to 
which it is pegged. Thus, there 
is always a reserve amount of 
foreign currency held by the 
central bank that it can use to 
intervene to set the appropriate 
money supply, interest rates and 
ultimately, the exchange rate. 

If life under the fixed regime 
was so simple, why then didn’t 
the world just retain fixed 
exchange rates? Opponents of 
the fixed regime often place the 
blame on this said mechanism 
as the main culprit and worse 
still, the cause of financial crises. 
This was seen in 1995 during the 
Mexican “Tequila Crisis”, 1997 
during the  Asian financial melt-
down and during the Russian 

financial crisis.  The attempt to maintain 
the peg resulted in governments’ inability 
to meet the demands to convert the local 
currency into the foreign currency at the 
pegged rate and this resulted in the cur-
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rencies eventually becoming overvalued. 
With speculation and panic, investors 
pulled out their hot money and converted 
it into foreign currency before the local 
currency was devalued against the peg.  
In Mexico’s case, the government had 
to devalue the peso by 
30% while Thailand had 
to allow the Baht to float 
with a 50% loss in value. 

Unlike the fixed rate, 
the  floating exchange 
rate is determined by 
supply and demand of 
that particular exchange 
rate. The floating rate is, 
in theory, “self-correct-
ing”, since differences in 
supply and demand will 
automatically be corrected in the market.  
For example, if the demand for a curren-
cy is low, its value will decrease, vis-à-vis 
making imported goods more expensive.  

At the same time, demand for local goods 
and services will increase since the pur-
chasing power of other countries will 
increase due to the cheaper depreciated 
currency.  This in turn will generate more 
jobs, causing an auto-correction in the 

market. 
Some govern-

ments choose to 
have a “managed 
float” or what is 
sometimes known 
as a “crawling peg”, 
whereby the govern-
ment reassesses the 
value of the peg peri-
odically and then 
changes the peg rate 
accordingly.  Usually 

this causes devaluation, but it is control-
led to avoid market panic. This is often 
used as a transition mode from a fixed 
regime to a floating regime. As Krugman 

says, this mechanism allows the govern-
ment to “save face” by not being forced 
to devalue in an uncontrollable crisis. 
For example, the value of China’s cur-
rency, unlike, say, the value of the Euro, 
isn’t determined by supply and demand.  
Instead, Chinese authorities set the target 
by buying or selling their currency in the 
foreign exchange market.

The Unresolved puzzle

Having seen the different aspects of the 
currency exchange regimes, the ques-
tion now is what should be the optimal 
policy?  Although the peg has worked 
well in creating global trade and mon-
etary stability, it was used only at a time 
when all the major economies were a part 
of a coherent system and followed a set of 
standard rules.  While a floating regime 
is not without its flaws, it has proved to 
be a more efficient means of determining 
the long-term value of a currency and 

THe CurreNCy exCHaNGe raTe PuZZLe: CaN IT eVer be SOLVeD?

The floating rate 
is, in theory, “self-
correcting”, since 

differences in 
supply and demand 
will automatically 
be corrected in the 

market. 
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creating equilibrium in the international 
market.  The transition from fixed to float-
ing regime is best managed by employing 
the crawling peg whereby the central 
bank intervenes in the foreign exchange 
market to maintain the currency within a 
disclosed or an undisclosed trading band.   
If the choice of the optimal policy is as 
simple as described above, what exactly 
is the currency exchange rate puzzle and 
why does it remain unresolved?  

Thus far, the above–mentioned dis-
cussions have considered the different 
exchange rate regimes from a silo and 
theoretical perspective.  In reality, there 
are other endogenous and exogenous 
underlying factors which will need to be 
considered such as interest rates, capital 
inflows and price stability.  It is against 
this backdrop of a “triad of incompatibili-
ties” that the following section attempts 
to highlight two examples of how the 
exchange rate is “manipulated”, causing 
the puzzle to remain unresolved.    

The speculative carry 
Traders

While a country’s exchange rate is close-
ly linked to price stability, it is the specu-
lative capital flow that is aimed to exploit 
the interest rate differential between two 
countries that seems to be the driver in 
determining exchange rate policies. In 
the most common version of this strategy, 
an investor borrows a given amount in a 
low interest rate currency (known as the 
“funding” currency), converts the funds 
into a high interest rate currency (known 
as the “target” currency) and lends the 
resulting amount in the target currency 
at the higher interest rate.  This is what is 
known as “carry trades”.  Today, we wit-
ness hedge funds and other speculators 
borrowing in dollars at a lower interest 
rate and then flooding the international 
markets where interest rates are higher 
to buy assets, thus creating asset bubbles.  

This is where Ben Bernanke 
and his fellow colleagues from 
the US Federal Reserve have 
come under attack. They are 
accused of pursuing a loose 
and reckless monetary policy, 
leaving arbitrage opportuni-
ties open to the carry trad-
ers.  As a result of this excess 
liquidity, carry traders have 
pursued speculative trading in 
the world asset markets, cre-
ating asset bubbles that are 
on the verge of bursting.  Is 
it fair for Ben and Co to be blamed for 
the exchange rate swings witnessed in 
some countries?  After all, the US policies 
are meant for the US market and nobody 
else.  If that’s the case, is it the carry trad-
ers that we should go after?

The chinese dilemma

The depreciation of the US dollar is actu-
ally both natural and desirable since the 
weaker dollar will help reduce its ever-
growing trade deficit. Likewise, investors 
who once financed the US debt have 
started shifting their money elsewhere, 
causing a sharp decline in the demand 
for the US dollar. China, on the other 
hand, has been keeping its currency 
pegged to the dollar. This is where the 
puzzle begins. How can a country with a 
huge trade surplus and a rapidly recover-
ing economy in effect engineer a large 
devaluation instead of letting the markets 
forces raise its value?  To add complexity 
to the puzzle, China is indeed engineer-
ing this particularly when the world econ-
omy remains deeply depressed due to 
inadequate overall demand.  Some econo-
mists claim that by pursuing a weak-cur-
rency policy, China is siphoning some 
of that inadequate demand away from 
other nations, which is hurting growth 
almost everywhere. According to them, 
the biggest victims are probably workers 

As a result of this excess liquidity, carry traders 
have pursued speculative trading in the world 

asset markets, creating asset bubbles that are on 
the verge of bursting.

in other poor countries.  
So what is China doing to resolve 

this puzzle, if it ever can? Recently, it 
was reported that China, which is now 
under increasing pressure to let its cur-
rency appreciate, is willing to allow more 
Chinese money to be invested overseas, 
from the current 7% to 20% of total assets.  
By doing this, the demand for renminbi 
is anticipated to increase and this in turn 
will cause the renminbi to appreciate.   
The effectiveness of this approach is, 
however, questionable since the size of 
China’s capital market vis-à-vis the global 
market isn’t big to start with. So how 
much will the increase in investment limit 
help?  It remains to be seen.

In hindsight, the case of the speculative 
carry traders and the Chinese dilemma are 
just two examples of how we, in the words 
of Keynes, have involved ourselves in a 
colossal muddle. We neither understand 
the workings of it nor possess the knowl-
edge to unravel the muddle.  But one thing 
is sure: economic chaos will continue to 
rear its ugly head if world leaders do not 
attempt to comprehend and compromise in 
order to resolve the puzzle. n 

Saravanan Ramasamy has a Master’s 
degree in economics from the National 
University of Singapore.  He can be con-
tacted at sr_vanan@yahoo.co.uk

THe CurreNCy exCHaNGe raTe PuZZLe: CaN IT eVer be SOLVeD?
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economy

key lessons learned and 
emerGInG besT pracTIces on ppps 

T he Commonwealth is a vol-
untary association of 53 inde-
pendent sovereign states 
spread over every continent 
and ocean. Together they 

account for more than 30% of the world’s 
population. The Commonwealth works to 
promote peace and international co-opera-
tion, democracy and good governance, 
respect for human rights and the rule of 
law, and the alleviation of poverty through 
sustainable economic and social develop-
ment. PPP is recognised as one of the driv-
ers to bring development to our member 
countries.

The Commonwealth includes a diverse 
mix of countries including large countries 
such as India and Nigeria as well as small 
island states such as the Caribbean islands; 
fast-growing economies such as India, 
Mozambique and Tanzania as well as slow-
er-growing economies with near zero or 
negative GDP growth rates in some years 
such as Lesotho and Guyana; countries 
with considerable experience in infrastruc-
ture PPPs such as India, Malaysia and 
Nigeria and others that are just embarking 
on their national PPP programmes such 
as some of the African states. The overall 
PPP experience provides important les-
sons for the Commonwealth countries. 

The experience of PPPs in 
Commonwealth countries shows that 
successful projects can deliver signifi-
cant benefits in terms of increased quan-
tity and quality of infrastructure services. 
Moreover this can be achieved at lower 
overall cost for customers and taxpay-
ers if suitable incentives are in place for 
the private partner to deliver efficiency 
improvements. On the other hand, when 
PPPs fail the costs can be high, resulting 

in protracted expensive legal disputes and 
a loss of political support for private sector 
involvement in infrastructure. Failures can 
also imply loss of government funding and 
consequently a decline in spending for 
other much-needed infrastructure serv-
ices. In the worst cases customers may 
suffer through service disruptions or unaf-
fordable increases in tariffs. 

Listing the factors attributable to suc-
cessful PPPs is relatively straightforward 
(see Box 1). But these are not sufficient 
conditions. Every project will raise a dif-
ferent set of issues that will need to be 
dealt with by capable and experienced 
individuals, from both the public and pri-
vate sectors. Challenges are likely to arise 
throughout the project lifecycle, from the 
project development phase through con-
struction and operation (i.e. well beyond 
contract signing). Many of the key les-
sons on PPPs are therefore related to 
the need to take a long-term perspective 
when designing and implementing a PPP 
programme. 

n		 Strong political will
n		 Underlying economics of project are 

attractive
n		 Project is well-designed and struc-

tured
n		 Capable private sector sponsor
n		 access to suitable sources of finance/ 

guarantees
n		 robust legal and institutional frame-

work for PPPs
n		 Strong public sector capacity

the experience of PPPs in developing 
countries raises three main sets of les-
sons. 

the Commonwealth Experience
HK Yong (Final part of a three-part series)

LESSON 1: PPPs should be designed with 
long-term sustainability and value for 
money considerations in mind.

It is recognised that many countries, 
including OECD markets, are attracted to 
PPP solutions because they offer access 
to private capital. Raising funds from the 
capital markets can help governments 
avoid short-term budgetary constraints 

Box 1: SucceSS factorS for PPPs
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capital. The success of a PPP programme 
should be assessed against the quantity, 
quality and cost of infrastructure services 
provided to the public over the long-term. 
There is a danger that an approach to 
PPPs focused on capital raising will fail 
to properly assess or 
allocate the underly-
ing risks in a project, 
with the result that 
the government may 
not end up getting 
value for money. In 
the worst cases this 
may lead to the fail-
ure of the project 
causing service dis-
ruptions and poten-
tially high costs for 
government. 

Key to ensuring long-run sustainability 
and value for money of PPPs is the fol-
lowing:
•	 Robust feasibility analysis 
•		Proper due diligence in selecting a 

strong private sector sponsor 
•		Good project and contract design

Robust feasibility 
analysis is essential 

In the early years of modern PPP pro-
grammes in Europe and North America, 
a common mistake was for government 
and project sponsors to overestimate 
future revenues on PPP contracts. This 
was especially the case for toll-road con-
cessions, where traffic forecasts were 
overly optimistic – for example, more 
than half the Mexican toll-roads reached 
less than 50% of the forecasted volumes, 

and the M1/M15 toll-road in Hungary 
achieved less than 60% of projected traf-
fic flows in its initial years of operation. 
Many contracts ran into difficulties with 
the sponsor being unable to fund mainte-
nance programmes because of lower than 
expected traffic volumes. 

Nowadays there is more awareness of 
the importance of robust feasibility analy-
sis which incorporates various scenarios 
about key revenue and cost drivers. But 
there are still examples of projects that 
fail because bidders were over optimistic 
about future performance (for example: 
the East Coast rail concession in the UK 
in 2009, in which the government termi-
nated the concession when the conces-
sionaire could not make its payments to 

the government).
In emerging mar-

kets there is often the 
additional challenge 
of the lack of data for  
a feasibility analysis. 
For example, reliable 
information on the 
number of potential 
customers for a serv-
ice and the level of 
tariffs they are will-
ing and able to pay 

is typically unavailable. This implies there 
will often be a need to spend relatively 
more time and effort at the feasibility 
stage in emerging markets to ensure that 
a proper case can be made for structuring 
a project as a PPP. 

proper due diligence is 
required when selecting a 
private sector sponsor 

A common mistake when selecting a 
private partner is to focus on a limited 
number of variables (e.g. lowest cost tar-
iff) without making a wider assessment 
of the capability of the sponsor to deal 
with unexpected events as they arise and 
implement the PPP contract successfully 
over the long-term. This was arguably 
one of the main failings of the recent 
Kenya-Uganda rail concession and even 
the Tanzania City Water transaction. 

Key LeSSONS LearNeD aND eMerGING beST PraCTICeS ON 
PPPs – THe COMMONWeaLTH exPerIeNCe 

by spreading the upfront costs of infra-
structure investment over the lifetime of 
the project. In emerging markets where 
fiscal capacity is often seriously limited, 
PPPs can help governments tackle the 
infrastructure gap and provide services 
to those not previously reached by the 
public sector. 

But it would be a mistake to view 
PPPs as only, or mainly, about raising 

The experience of PPPs in 
Commonwealth countries 

shows that successful projects 
can deliver significant ben-
efits in terms of increased 

quantity and quality of infra-
structure services. 
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LESSON 2: PPPs should be viewed as long-
term commercial relationships between 
the public and private sectors, not one-off 
procurement exercises or sales transac-
tions. 

A related lesson is that the role of govern-
ment in a PPP remains important over 
the full lifecycle of the project. This is a 
major difference to traditional outsourc-
ing arrangements where the public sec-
tor typically runs a one-off procurement 
exercise and then steps back to allow 
the private contractor to implement the 
contract. It also distinguishes true PPPs 
from privatisations or divestitures where, 
again, the public sector’s role is limited to 
a regulatory role after the introduction of 
the private sector. 

The long-term nature of PPPs has 
implications for the PPP framework, 

ongoing manage-
ment of the contract 
and the skills and 
experience needed 
in the public sector. 

establish a 
flexible ppp 
framework 

Although the lack 
of a PPP frame-
work does not pre-
vent PPPs from 
going ahead, it does 
reduce their chances 
of long-term suc-

cess. The main reason is that without a 
suitable framework the PPP contract for 
a specific project must attempt to capture 
all eventualities that may arise over the 
lifetime of the project. Since PPPs typi-
cally have a life cycle of at least 15 years 
beyond financial close, this is almost 
impossible to achieve. Under a strict con-
tractual approach there is a risk of a rapid 
descent into arbitration if events occur 
which materially impact on the perform-
ance of the contract.

The best way of avoiding this sit-
uation from arising is to have a PPP 
framework that establishes broad prin-
ciples for ongoing dialogue and coop-

Of course attracting the right sponsor 
and getting the best deal for the public sec-
tor is linked to the fundamental attractive-
ness of the project and how effectively it is 
marketed. In some situations it may not be 
possible to attract more than one compe-
tent bidder, in which case the government 
should undertake careful due diligence to 
determine whether or not the contract will 
deliver value for money. South Africa is an 
example where VfM (Value for Money) 
considerations are built into the PPP legis-
lative framework (see Box 2).

Contracting PPP agreements – treasury 
approval: III
n		 after the procurement procedure 

has been concluded but before the 
accounting officer or accounting 
authority of an institution concludes 
a PPP agreement, that accounting 
officer or accounting authority must 
obtain approval from the relevant 
treasury –
(a) that the PPP agreement meets 
the requirements of affordabil-
ity, value for money and substantial 
technical, operational and financial 
risk transfer as approved in terms 
of regulation 16.4.2 or as revised in 
terms of regulation 16.4.4;
(b)  for a management plan that 
explains the capacity of the institu-
tion, and its proposed mechanisms 
and procedures, to effectively imple-
ment, manage, enforce, monitor and 
report on the PPP; and
(c) that a satisfactory due diligence 
including a legal due diligence has 
been completed in respect of the 
accounting officer’s or accounting 
authority and the proposed private 
party in relation to matters of their 
respective competence and capac-
ity to enter into the PPP agreement. 

 
Source: www.ppp.gov.za/Documents/ppp_
legis/Reg16_January2004.pdf

a ppp approach may not 
be the optimal solution if 
sustainability and value for 
money cannot be assured 

Risk allocation, incentives and affordabil-
ity are the three key aspects for the bank-
ability of a project and their consideration 
in the project structure will distinguish a 
‘good’ from a ‘bad’ project. Projects need 
to be bankable to attract private sector 
interest. Related to good project design 
is that it is interpreted clearly in the 
contract. Good contract design warrants 
that: (i) the processes and procedures for 
the PPP are clearly spelt out; and (ii) the 
measures for evaluating the performance 
of the PPP are clearly laid out. 

Given the above, it is important to 
recognise that at times, the PPP approach 
may not be the best one to follow. 
There will be some 
projects where a 
PPP approach is not 
considered suitable, 
even though there 
may be appetite from 
a private sponsor to 
invest, because long-
term sustainability or 
value for money can-
not be assured with 
sufficient certainty. 
The City Water 
(Tanzania) project 
is an example where 
the underlying eco-
nomics of the project were unproven 
from the start (weak feasibility analysis 
based on poor data); and the private 
sponsor allegedly lacked suitable experi-
ence in operating this type of concession 
(poor due diligence on sponsor). With 
hindsight it may have been preferable 
for the government to delay awarding a 
contract to the private sector until more 
data had been gathered on the willing-
ness of customers to pay water user fees 
for improved services. This would have 
also allowed more time to develop a PPP 
legal and regulatory framework, which 
could have further encouraged additional 
bidders for the concession. 

Box 2: South africa treaSury regulation 
16 - PuBlic-Private PartnerShiPS iSSued in 
termS of the PuBlic finance management 
act, 1999 (gazette # 25915, 16 January 2004) 

Risk allocation, incentives 
and affordability are the 
three key aspects for the 

bankability of a project and 
their consideration in the 

project structure will distin-
guish a ‘good’ from a ‘bad’ 
project. Projects need to be 
bankable to attract private 

sector interest. 
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eration between the public and private 
sectors beyond contract signature. The 
framework should include a process for 
renegotiation when unexpected events 
occur which are beyond the control of 
either party.  In situations where the PPP 
framework is absent or under-developed, 
flexibility should be designed into the 
contract itself. 

ensure effective ongoing 
management of the ppp con-
tract

As mentioned 
above, the role of 
the government in 
a PPP is important 
over the full life of 
the project. Post 
financial close, effi-
cient contract man-
agement and moni-
toring are key to 
the success of the 
project. The govern-
ment needs to manage the PPP contract 
such that it delivers the desired outcomes 
for the public sector and value for money. 
Key to this is the monitoring of the per-
formance of the PPP (one of the key risks 

usually transferred to the private sector 
in a PPP). A good monitoring system 
(also built into the contract) is important 
to keep track of deviations, if any, and 
consequently forms the base for public 
action, as may be required. 

The suitable institutional framework 
for monitoring of PPP contracts depends 
upon the complexity and number of trans-
actions. There can be a number of differ-
ent options, but the key lesson is that the 
institutional framework should be ‘fit for 

purpose’. 

The public sec-
tor needs staff 
with appropri-
ate business 
skills and 
experience 

“People matter” – 
evidence from the 
World Bank shows 
that a successful 
partnership between 

the public and private sectors depends 
to a large extent on the people involved 
with the project. Naturally it is important 
that both parties have the right skills and 
experience to execute the PPP project 

development process successfully. In par-
ticular, public sector employees involved 
in negotiating and managing PPPs would 
benefit from having commercial, i.e. busi-
ness, experience or training (of course 
there is still a need for specialist legal, 
technical and financial skills which can 
be accessed through long-term second-
ments of external experts and through 
contracting professional advisers for 
specific projects). Where there is weak 
public sector capacity, the potential for 
a suitably designed PPP unit can offer 
much advantage.

It also matters that there is regular 
and effective communication between the 
public and private sectors: this will be 
easier if both parties share a commercial 
approach to the partnership rather than a 
legalistic one. 

LESSON 3: PPPs are inherently complex, 
costly and time-consuming to develop 
properly. A rushed project often becomes 
a failed project. 

A third set of lesson arises from the fact 
that PPPs are almost always complex 
transactions. The project development 
phase alone typically lasts three years 
(often longer for greenfield projects) 

It also matters that there is 
regular and effective commu-
nication between the public 
and private sectors: this will 

be easier if both parties share 
a commercial approach to 

the partnership rather than a 
legalistic one. 

Key LeSSONS LearNeD aND eMerGING beST PraCTICeS ON 
PPPs – THe COMMONWeaLTH exPerIeNCe 
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before finance is secured and ground-
breaking can commence. This timetable 
sits uncomfortably with short-term politi-
cal horizons. There can be temptations 
for governments to short-cut the project 
development process in order to deliver 
on public expectations of improved serv-
ices from a PPP programme. High level 
of political support as well as suitable 
management of political and public expec-
tations on PPPs is crucial to its success. 
In addition, given the complexity of PPPs, 
expert advisory support is very important. 

high-level political support is 
essential

This is essential for the success of a PPP, 
especially during the project development 
stage when there is potential for signifi-
cant delays if there is not a champion with-
in the government who can drive through 
required legislation, licenses agreements 
or land allocation agreements. A strong 
PPP Unit can play an important role in 
pushing PPP projects up the political 
agenda but, there may still be occasions 
when high-level political support (say from 

Ministers) may be necessary. Strong gov-
ernment commitment to PPPs is essential 
to secure private sector confidence. 

It is important to manage political 
expectations about the time it takes to 
design and execute a PPP project prop-
erly. In particular it is important to avoid 
“over-selling” PPP projects early in the 
project life cycle because of the risk of 
creating unrealistic expectations of what 
can be delivered and by when. Ministers 
will need to be persuaded to support 
greenfield projects despite the fact that 
operations are unlikely to commence 
within one or two electoral cycles. 

One way of building public support 
for a PPP programme is to focus on a 
small number of “easy-wins” for the initial 
round of projects (e.g. in power or trans-
port sectors rather than in water and sani-
tation). This is also likely to have benefits 
in terms of building capacity and experi-
ence within the public sector about how 
to develop PPPs. As experience in India 
has shown, the demonstration effect of 
successful PPPs can be very powerful in 
encouraging government and the private 
sector to support other transactions. 

expert advice is expensive 
but necessary

Legal, technical and financial advisers for 
PPP projects can be expensive, reflecting 
the fact that professionals with internation-
al experience of working on PPPs are in 
scarce supply. Advisory fees will typically 
account for 5%-10% of the total project cost. 
However, assuming professional services 
are competitively procured, this invest-
ment is essential to ensure the project is 
properly designed and structured. It is 
especially important that the public sec-
tor has access to high quality advisers to 
make sure there is an equitable sharing of 
costs and risks with the private sector. 

Box 3 presents India’s approach to 
the empanelment of transaction advisers 
for PPP projects. 

conclusion

There can never be a ‘cookie-cutter’ or 
‘one size fits all’ approach to implement-
ing a PPP programme in a country.  Each 
country has its own economic, social, 
political, constitutional and legal circum-

However, assuming professional services are 
competitively procured, this investment is 
essential to ensure the project is properly 
designed and structured. It is especially 

important that the public sector has access to 
high quality advisers to make sure there is an 
equitable sharing of costs and risks with the 

private sector. 



the government of India has adopted a 
policy to facilitate private investment in 
infrastructure and recognises the impor-
tance of appropriate advisory support for 
the implementation of PPP transactions. 
accordingly, the government of India 
has finalised a panel of pre-qualified 
transaction advisers to assist the public 
sector agencies in PPP transactions. 
the purpose of the panel is to:
n		 streamline the tendering process 

for the engagement of transaction 
advisers for PPPs;

n		 enable fast access to firms that have 
been pre-qualified against relevant 
criteria; 

n		 ensure transparency and accounta-
bility through clear definition of the 
processes and the role and respon-
sibilities of the agencies and the 
private sector.

the evaluation for empanelment of 
transaction advisers has been undertak-
en on the basis of two-stage evaluation 
criteria, which required each agency 
to satisfy minimum threshold require-
ments of annual turnover and human 
resource capability. applicants that sat-
isfied the threshold requirements have 
been evaluated for their capability and 
experience in discharging a lead role in 
transactions and providing commercial, 
financial and legislative advice. 

the panel is available to all sponsoring 
authorities including central, state and 
municipal governments and their agen-
cies in India who are undertaking PPP 
transactions.
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stances and hence the PPP programme 
must be developed to suit these local 
conditions. Nevertheless, there are 
important lessons to be learnt from the 
experiences of other countries. To assist 
member countries, the Secretariat has 
several programmes to provide advisory 
and capacity-building support, including 
the Work Exchange programmes, the 
publication of the ‘Compendium of Best 
Practices in PPPs’, and an internet-based 
‘PPP project opportunities’ platform. n

 
HK Yong is the Adviser (PPP & Corporate 
Governance) with the Commonwealth 
Secretariat, London. He provides advisory 
and capacity-building support on PPP/PFI 
to 53 member countries 

Source: Harris (2003). World Bank, Does 
Private Sector Participation Improve 
Performance in Electricity and Water 
Distribution? (2009)  
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n inTRoDUcTion

Delivering customer value is presently 
the catchword of every service provider, 
more so when that service involves finan-
cial information. In fact, the contempo-
rary consumer’s charter demands it. In 
return, the providers ask that they must 
be fairly and adequately compensated for 
such service. If an economic formula can 
be conjured up, then this demand and 
supply situation may look like this:

Value Delivered = Fair Value Fee Payment

The above formula looks simple enough, 
but in reality this value proposition has 
presented the accounting and auditing 
fraternity with untold headaches. Simple 
questions like how the value is to be 
determined and who decides the fair 
value fee are not easy to answer.

There are three key participants in 
this arena: the auditing and accounting 
fraternity, the users of financial state-
ments and the monitors of the profession. 
In the Malaysian context, we have the 
MIA members’ fraternity as the provid-
ers of the service; the clients and the 
general public as the users of the service, 
directly or indirectly, and lastly there is 
the Malaysian Institute of Accountants 
(MIA), the Guiding Angel! Each, in their 

respective sphere of influence, plays a 
key role in determining and enhancing 
the value delivered and the value paid.

n	The pRacTice Review 

Since 2004, more than 250 practicing 
firms have been reviewed. The findings 
of Practice Review are not something that 
we can be proud of. We call ourselves 
Professional Accountants, yet some of 
the findings showed that we still have 
a few hurdles to cross and much soul 
searching to do. Personally, I believe in 
the resilience of our members. All is not 
lost yet! A renowned management guru 
once noted that businessmen wanted to 
improve and move forward but they do 
not know how! Given the ‘know how’ I 
am sure our members can and will move 
forward. We are dealing with an ever-
evolving profession; keeping tabs on the 
ever-changing auditing and accounting 
standards is a daunting task. This is a fact 
of life for some of our Small and Medium-
sized Practitioners (SMPs).

 Having said that, it does not help 
the profession either that the methodol-
ogy adopted by the Practice Review left 
much to be desired. This culminated 
in a member’s resolution at the Annual 
General Meeting (AGM) of 2009 propos-
ing a new framework in Practice Review 
methodology.

 Regardless of the methodology that 
the review employed, we the Practitioners, 
as the providers of service, should not sac-
rifice quality for economic gains. As a pro-
fessionally trained auditor, our proposition 
to our clients is that we have the skills and 
knowledge to discharge our responsibility 
for the job we are engaged for. If we are 
distracted from this proposition, we would 
have failed our clients and our profession.

MIA introduced Practice Review for 
member firms practicing assurance serv-
ices in 2003. However, the quality control 
framework in the form of International 
Standard for Quality Control 1(ISQC 
1) was only issued by the International 

We are dealing with 
an ever-evolving pro-
fession; keeping tabs 
on the ever-changing 
auditing and account-

ing standards is a 
daunting task. This 
is a fact of life for 
some of our Small 
and Medium-sized 

Practitioners (SMPs). 

accounting

practice review 
a neW Beginning?
Billy Kang, Chairman of the Audit Practice Subcommittee
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Federation of Accountants (IFAC) in 2006! 
So, in a way MIA had put the cart before 
the mule! The methodology adopted by 
MIA was designed prior to the introduc-
tion of ISQC 1 and it was then based 
on International Standards on Auditing 
(ISA) 220 which has also been recently 
redrafted. As a result, there is a mismatch 
of emphasis between our Practice Review 
regime and that of the ISQC 1.

 Many SMPs felt that some of the 
Standards are not applicable or require 
serious modification, as they are being 

applied to the small and medium-sized 
enterprises (SMEs) in Malaysia. There 
were some other areas of contention too, 
but suffice to say that the expectations of 
both the practitioners, especially the SMP, 
and the Practice Review regime were 
divergent, to say the least. Nevertheless, 
we must realise that it is with noble 
intentions that MIA introduced Practice 
Review. Having said that, with ISQC 1 
firmly entrenched in the vocabulary of 
the auditing profession, the profession 
has no choice but to move forward and 

ensure its members adopt those quality 
control measures.

 Putting aside differences of expecta-
tions, as mentioned above, a new, viable 
and acceptable review framework must 
be put in place for the betterment of 
the profession. MIA, the Guiding Angel, 
must play the key role in maintaining 
equilibrium between the role of Practice 
Review and the adoption of quality control 
measures by the member firms.

n	The pRacTiTioneRS

The well-being of the profession in 
the form of providing quality services 
should be in the heart of every practicing 
member. As professionally trained serv-
ice providers and with stringent ethical 
codes, it is difficult to envisage not provid-
ing the best of services to our clients. But 
in reality this is not always the case!

Providing quality services can be 
viewed as either a cost centre or a prof-
it centre. Unfortunately, our practicing 
members find quality assurance daunting 
and tend to see it as a cost centre. It takes 
guts and courage to see quality assur-
ance as profit generating. Thus, Practice 
Review, with its good intentions, is often 
seen as an unwelcome ‘disturbance’ 
incurring cost and finding fault. However, 
members who vilify Practice Review often 
overlook its benefits!

PraCTICe reVIeW – a NeW beGINNING?



30     accountants today | February 2010

It would be encouraging if members 
can view Practice Review as an opportu-
nity for ‘reality checks’. In fact that is what 
it is! SMPs especially should welcome 
Practice Review. How often can a SMP 
have its own internal processes reviewed 
by experienced and highly trained peers 
for an affordable price?

Practitioners should realise that the 
accounting profession is forever evolv-
ing. There is no other way but to face 
reality. Constant upgrading of skills and 
knowledge is the order of the day. Staff 
training and Continuous Professional 
Development (CPD) is a must. Value 
delivered does not come from empty 
promises. It must be backed by sub-
stance! It is by delivering value to our 
clients that we can demand that they pay 
us for what it is worth. Practice Review 
can assist in that value chain and acts as 
the barometer of quality.

Members must realise that there is 
a new set of educated and informed con-
sumers out there who are ready to pay 
for value. It is by having quality staff and 
quality processes that we, the practition-
ers, are able to meet their expectations 
and demand fair fees.

Low fees or fee undercutting is now 
plaguing our profession. Members must 
realise that competition on low costs and 
low fees belong to the economic model of 
yesteryear. The value-based model is the 
model moving forward. I cannot envisage 
how a practicing member can sustain his 
practice by employing the low-cost-low-
fee model in view of the quality measures 
such as staff training and CPD that he has 
to put in place! Needless to say the cost of 
running a practice is forever increasing! I 
can only conclude that corners are being 
cut to match the low fee. I am not too far 
off in saying so in view of the findings by 
the Practice Review and the numerous 
complaints of inadequate audit proce-
dures that MIA received.

In all fairness, my interaction with 
practicing members revealed that they 
are not against the Practice Review per se. 
It is more of a case of different opinions. 
The members had spoken (in the 2009 
AGM). They wanted a new framework of 

review. In other words, they accept the 
reality of Practice Review! All they are 
asking for is a new approach to doing the 
review.

n		a new FRamewoRk FoR 
The Review pRoceSS

Months before the said member’s 
resolution in the last AGM, the Council 
had already directed the Public Practice 
Committee (PPC) and the Practice 
Review Department (PRD) to explore a 
new review process. The said resolution 
had the effect of ‘hammering in the last 
nail in the coffin’.

While PPC and PRD are exploring 
the new framework, I suppose it is alright 
to state my ‘wish list’ for the new frame-
work. It should have the following guid-
ing principles:
1)  Members are capable of self-improve-

ment.
2)  Members can honestly assess their 

practices.
3)  ISQC 1 should be the guiding frame-

work for the Practice Review regime.
4)  A credible firm-wide application of 

ISQC 1 is essential to producing qual-
ity assurance works. 

5)  A credible client engagement system 
will ensure compliance to the adop-

tion of professional standards.
6)  The Practice Review report should 

provide a ‘checklist’ for improvement.

To ensure transparency and consist-
ency, I also wish that the proposed review 
methodology be based on the following 
sub-frameworks:

i.  A Self-Assessment protocol
ii. A Risk-Assessment protocol
iii. An Onsite Inspection and 

Confirmation protocol
iv. A Review Report methodology
v. A Complaint & Appeal protocol 
vi. A Monitoring & Regularisation 

process 

Lastly, I hope the whole review proc-
ess can be completed expeditiously. The 
present review process takes between six 
to eighteen months, which is too long to be 
an effective learning process. As the saying 
goes, ‘justice delayed is justice denied’. 

The ‘wish list’ requires plenty of hard 
thinking and many details need to be 
ironed out. It is also the desire of the 
PPC that the new framework can meet 
the aspirations of MIA and the expec-
tations of the member-practitioners as 
credible providers of service. In so doing 
we deliver value to the stakeholder-users 
of the financial statements, whereupon 
we proudly attest our signatures thereon. 
The final framework is still some time 
away. But it is a good start for a new 
year. n

Members must realise 
that there is a new 

set of educated and 
informed consum-

ers out there who are 
ready to pay for value. 
it is by having qual-
ity staff and quality 

processes that we, the 
practitioners, are able 
to meet their expecta-
tions and demand fair 

fees.

PraCTICe reVIeW – a NeW beGINNING?
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accounting

reviSiTing BuSineSS 

combination
Assoc. Prof. Dr. Hassan Ali

FRS 3, Business 
Combination was 
heralded as one 
of the most sig-
nificant standards 

ever introduced by MASB 
when it was first adopted in 
2006. The standard has final-
ly resolved two contentious 
issues that were plaguing the 

accounting profession - the 
measurement of goodwill 
and intangible assets. Some 
view it as a prelude for more 
changes to come by compel-
ling entities to produce fig-
ures that best reflect the mar-
ket value in line with IASB’s 
strategy towards adopting 
the fair value reporting 
approach. 

FRS 3 was adopted with 
three primary objectives. 
First, to provide guidelines 
on the recognition and meas-
urement of assets acquired 
and liabilities assumed. 
Second, to clearly establish 
the recognition and measure-
ment of goodwill in a busi-
ness combination. Finally, to 
clarify the extent of disclo-
sure requirements.  

Since its adoption, sev-
eral inadequacies and limita-
tions of the standard have 
emerged, which expose its 
good intentions to abuse. 
Perhaps this is not surprising 
since the standard was hur-
riedly adopted to pacify some 
quarters within the IASB, 
leading to several inherent 
problems which have pre-
vailed to this day. 

In a survey on the extent 
of disclosure requirements 
of public-listed firms listed 



February 2010 |  accountants  today      33     

in Malaysia, almost all com-
panies involved in business 
combination appear to pro-
vide no information on its 
goodwill as required under 
the standard. Apart from the 
quantitative requirements 
such as those relating to 
tax deduction (B64 [k]) and 
reconciliation on the carry-
ing amount of goodwill at 
the beginning and end of 
the reporting period (para 
B67 [d]), not much atten-
tion has been given to the 
qualitative aspect. FRS 3, 
para B64(e) clearly empha-
sises the need for an entity 
to disclose information with 
a “qualitative description of 
the factors that make up the 
goodwill recognised, such 
as expected synergies from 
combining operations of the 
acquiree and acquirer, intan-
gible assets that do not qualify 
for separate recognition or 
other factors.” 

The objective of para 
B64(e) is for entities to dis-
close material information 
that is relevant to the busi-
ness combination, especially 
those involving synergies 
that are derived from the 
combination. For example, 
if the business combination 
was triggered with the inten-
tion of adding value to the 
acquirer’s research capabil-
ity, then such information 
needs to be disclosed. 

The qualitative descrip-
tion should also include 
the perceived benefits that 
the acquirer would expect 
to realise including the syn-
ergistic benefits from the 
acquisition. Such synergies 

include the cost benefits 
derived from amalgamating 
all its resources under one 
unit, e.g. combining the dis-
tribution network of both the 
acquirer and acquiree under 
one centre. Other synergies 
include combining the head 
offices into one, the expan-
sion of the sales network as 
well as the quantifiable ben-
efits expected to be derived 
from the combination of 
intangibles.

As with other newly 
adopted standards, FRS 3 
appears to reveal several 
teething problems that need 
to be rectified quickly. The 
next step now is to iden-
tify and improve its future 
application with the objec-
tive of making company 
accounts more transparent 
in the interest of investors 
and shareholders. n

Dr. Hassan Ali is an 
Associate Professor with the 
Graduate School of Business 
at Universiti Sains Malaysia. 
He can be contacted at  has-
anali@usm.my

reVISITING buSINeSS COMbINaTION

l during acquisition, only identifiable assets, 
liabilities assumed and non-controlling 
interest (formerly known as minority 
interest) in the acquiree are recognised. 
Intangible assets and internally generated 
goodwill are not included in FrS 3 unless 
it meets the criteria of a contractual legal 
obligation such as patents or licenses that 
can be sold separately. Consequently, 
most medium-sized public-listed firms, 
particularly those in the service sector, 
are directly affected as their asset value 
decreases during acquisition, which is far 
from the market reality.

l the standard prohibits upward revaluation 
of impairment for intangibles. this 
prohibition may lead entities to undervalue 
their intangibles to avoid severe reduction 
of their assets in future periods. 

l FrS 3 allows goodwill to be subsumed 
into the value of acquired intangible 
assets (appendix B, para B37) as well as 
tested together with the goodwill of cash-
generating units. Such requirements are 
perceived to encourage entities to allocate 
disproportionate amounts to goodwill.

l there are two dissimilar guidelines 
involving intangibles and goodwill. 
Intangibles can be amortised if it has a 
finite life with the profit or loss recognised 
in the profit or loss account. goodwill, 
on the other hand is not allowed to be 
amortised. this exposes the tendency for 
entities to maximise the value of their 
intangibles and minimise the value of their 
goodwill.

l FrS 3 prescribes the measurement of 
goodwill and intangibles using the 
acquisition method which is basically the 
historical cost method. this will further 
aggravate the confusion relating to its 
actual cost.

FRS 3 was adopted with 
three primary objectives. 
First, to provide guide-
lines on the recognition 
and measurement of 
assets acquired and 
liabilities assumed. 
Second, to clearly estab-
lish the recognition and 
measurement of good-
will in a business combi-
nation. Finally, to clarify 
the extent of disclosure 
requirements.  

FRS
3

reviSiTing BuSineSS 
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Lim Yet Mee, Lee Teck Heang and Azham Md. Ali

DeSPITe DePreSSING NeWS ON JOb LOSSeS aND PeaK uNeMPLOyMeNT raTeS aLL OVer THe WOrLD, 
aCCOuNTaNTS CaN breaTHe eaSy. THe PrOfeSSION IS VIeWeD aS faIrLy reCeSSION-PrOOf, aND 
aCCOuNTING aND fINaNCIaL PrOfeSSIONaLS CONTINue TO raNK aMONG THe TOP INCOMe earN-
erS, NOTeD aCaDeMICS IN a SurVey Of THe uS aND MaLaySIaN JOb MarKeTS.

is the accounting Profession  

recession-proof?

Top 10 mosT recessIon-proof professIons for 2008

raNK PrOFeSSION US MedIaN 
SaLary 

PrOFeSSION deSCrIPtION JOBFOx COMMeNtS

1 Sales 
representative/

Business 
development

$65-$75K Focus on the typical full-sales cycle and 
business development.

experienced sales representatives remain in 
high demand.

2 Software 
design/ 

development

$85-$95K design or development of software 
including architecture, user-interface, 
applications, operating systems, and 
device drivers.

Computer software engineers are expected 
to be among the fastest-growing occu-
pations through 2016, according to the 
department of Labor, US

3 Nursing $35-$45K Include rNs, LPNs or nursing assistants 
at hospitals, residential facilities, private 
practices, and homecare.

as the baby boomers age, the employment 
outlook remains strong for nurses.

4 accounting 
& Finance 
executive

$65-$75K Management of accounting/finance 
functions.

tougher accounting and auditing regula-
tions are mostly responsible for the growth 
of this profession.

5 accounting Staff $45-$55K accounting functions and processes 
within public and private organisations.

Companies searching for prior experience 
as well as college graduates with account-
ing degrees.

6 Networking/ 
Systems 

administration

$65-$75K Installation and monitoring of computer 
networks including system administra-
tion roles.

a limited supply of qualified workers in this 
profession.

7 administrative 
assistant

$35-$45K administrative and secretariat support 
of a department or individual (excludes 
legal administrative assistant.)

Companies report the need to replace retir-
ing administrative assistants and those who 
move on to other career challenges.

8 Business 
analysis 

(Software 
Implementation)

$85-$95K Management, configuration, and cus-
tomisation of software with a consulting 
firm, or in a corporate environment.

In demand, but competition is fierce for top 
positions. good timing is important.

9 Business 
analysis 

(research)

$65-$75K Collection and research that is tuned 
into value-added information for organi-
sations.

In demand, but competition is fierce for top 
positions.

10 Finance Staff $65-$75K Involved with planning and budgeting, 
financial analysis, investor relations, 
reporting, partnerships, due diligence, 
investments, and valuations.

the most experienced get the best job 
opportunities.

accounting
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when jobs are 
at risk, it’s 
reassuring 

to know that you’re in 
a recession-proof pro-
fession. according to 
a special report on the 
top 10 most recession-
proof professions in the 
United states in 2008 
by Jobfox, a Us Internet 
jobsite matching can-
didates and employers, 
accounting and finance 
professionals are con-
sistently in demand 
despite the unprece-
dented global economic 
crisis stretching across 
2008 and 2009.

Jobs ThaT never Go away and careers ThaT 
make employers look for yoU

CareerS that MaKe eMPLOyerS LOOK FOr yOU 
(LISted IN the Order OF the rePOrt)

JOBS that WILL Never gO aWay 
(LISted IN the Order OF the 
rePOrt)

1 Personal/home health aide 1 accountant

2 Medical assistants 2 Computer Support Specialist

3 Mental health Counsellors/Social Workers 3 entrepreneur

4 Network Systems & data Communications analysts 4 Mechanic

5 Computer Software applications engineers 5 Paramedic

6 teacher 6 teacher

7 Paralegal/Legal assistants

8 Financial Services

9 accountants and auditors

IS THe aCCOuNTING PrOfeSSION reCeSSION-PrOOf?
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•  Other job search and career reports also indicate that 
accounting and finance are jobs that will never go away.

•  Not only is accountancy resilient, but a career in accountancy 
and finance is likely to be rewarding.  according to CNNMoney.
com, accounting and finance are among the seven industries 
that are still making money during a recession.

money-makInG IndUsTrIes In a recessIon

SeveN INdUStrIeS that are StILL MaKINg MONey IN a reCeSSION 
(LISted IN the Order OF the rePOrt)

1 auto repairs Consumers are spending money on maintaining whatever cars they 
already own.

2 home repairs More people remodel and fix their homes instead of moving or buying.

3 Supermarkets Consumers are eating at home more often to save money.

4 trade Schools Many are going back to school to learn new skills, hoping to rejoin the 
workforce when the economy bounds back.

5 health Services healthcare is one of the most recession-resistant sectors, since it is 
regarded as a necessity.

6 Personal Care this includes hair salons, barber shops, nail salons, and spas. Looking 
good is still needed through the recession.

7 accounting Consumers are not afraid of paying for accounting and financial services 
to help them make it through the recession.
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But that’s in the US. What’s the story in Malaysia? 
how did the accounting and finance profession 
fare in the Malaysian job market during the glo-
bal recession period? Based on JobStreet.com 
data, we can see that accounting and finance 
professionals are in high demand in Malaysia, 
just behind sales and marketing.
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IS THe aCCOuNTING PrOfeSSION reCeSSION-PrOOf?

The eaRning poweR oF accoUnTing pRoFeSSionalS 

how much did accounting professionals in malaysia earn on the aver-
age in early 2009? according to Jobstreet.com malaysia, in comparison 

with other professions, managers in the accounting, auditing, and 
finance areas are among the top earners.

Job openInGs In varIoUs IndUsTrIes In malaysIa
MaLaySIa (# OF NeW OPeNINgS) tOtaL NeW OPeNINgS

1 SalES / MaRKETINg: Marketing (627), Sales-retail/general (267), Sales-Corporate (247), Sales-eng/tech/It (188), telesales/
telemarketing (116), Sales-Financial Services (58), Merchandising (26)

1,529

2 aCCOuNTINg / FINaNCE: general/Cost acct (895), Banking/Financial (320), audit & taxation (193), Finance/Investment (110) 1,518
3 COMPuTER / IT: Software (700), Network/Sys/dB (675), hardware (66) 1,441
4 aDMIN / HR: Clerical/admin (641), human resources (305), Secretarial (199), top Management (44) 1,189
5 ENgINEERINg: Mechanical/automotive (216), electronics (201), electrical (156), Other eng (99), Oil/gas (81), Industrial eng (51), 

environmental (48), Chemical eng (38)
890

6 SERVICES: Customer Service (363), Logistics/Supply Chain (101), tech & helpdesk Support (95), Law/Legal Services (92), armed 
Forces (37), Personal Care (26), Social Services (4)

718

7 MaNuFaCTuRINg: Manufacturing (191), Purchasing (180), Quality Control (142), Maintenance (69), Process Control (10) 592
8 aRTS / MEDIa / COMMuNICaTION: arts/Creative design (165), Public relations (80), advertising (45), entertainment (10) 300
9 SCIENCES: Food tech/Nutritionist (35), Chemistry (32), Science & tech (28), geology (16), Biotechnology (12), actuarial/Statistics 

(10), agriculture (9), aviation (6)
148

10 HOTElS / RESTauRaNTS: (breakdowns are not available) 113 So
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POSItION LeveL Min (rM)* average (rM)* Max (rM)*

Senior Manager 5,370.00 6,700.00 8,000.00

Manager 4,165.00 5,000.00 6,000.00

Senior executive 3,300.00 3,850.00 4,600.00

Junior executive 1,700.00 2,800.00 2,250.00

Fresh / entry Level 900.00 1,200.00 1,800.00

aUdITInG

POSItION LeveL Min (rM)* average (rM)* Max (rM)*

Manager 4,000.00 4,787.00 5,500.00

Senior executive 1,730.00 2,200.00 3,848.00

Junior executive 1,400.00 1,700.00 2,000.00

Fresh / entry Level 1,050.00 1,500.00 1,800.00

fInance manaGer

POSItION LeveL Min (rM)* average (rM)* Max (rM)*

Senior Manager 6,300.00 8,000.00 9,500.00

Manager 4,800.00 5,830.00 7,000.00

fInancIal conTroller

POSItION LeveL Min (rM)* average (rM)* Max (rM)*

Senior executive 8,000.00 10,350.00 12,870.00

Manager 5,000.00 6,500.00 8,350.00

bUsIness developmenT manaGer

POSItION LeveL Min (rM)* average (rM)* Max (rM)*

Senior Manager 5,000.00 6,000.00 8,000.00

Manager 3,500.00 4,500.00 5,600.00

markeTInG

POSItION LeveL Min (rM)* average (rM)* Max (rM)*

Senior Manager 5,000.00 6,500.00 8,500.00

Manager 3,500.00 4,500.00 5,500.00
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enGIneer

POSItION LeveL Min (rM)* average (rM)* Max (rM)*

Senior Manager 4,500.00 6,500.00 10,000.00

Manager 4,200.00 5,500.00 7,500.00

Senior executive 3,100.00 3,843.00 4,829.00

Junior executive 2,200.00 2,655.00 3,200.00

Fresh / entry Level 1,800.00 2,200.00 2,565.00

consUlTanT

POSItION LeveL Min (rM)* average (rM)* Max (rM)*

Senior Manager 5,800.00 8,000.00 10,000.00

Manager 4,500.00 5,951.00 7,500.00

Senior executive 2,800.00 3,700.00 5,000.00

Junior executive 2,000.00 2,500.00 3,000.00

Fresh / entry Level 1,420.00 1,800.00 2,300.00

Tax

POSItION LeveL Min (rM)* average (rM)* Max (rM)*

Manager 4,200.00 5,500.00 6,987.50

Senior executive 2,350.00 3,000.00 3,700.00

Junior executive 1,500.00 1,850.00 2,300.00

Fresh / entry Level 1,200.00 1,500.00 1,800.00

sofTware enGIneer

POSItION LeveL Min (rM)* average (rM)* Max (rM)*

Senior executive 3,444.00 4,100.00 5,000.00

Junior executive 2,400.00 2,783.00 3,300.00

Fresh / entry Level 1,900.00 2,150.00 2,589.00

mechanIcal enGIneer

POSItION LeveL Min (rM)* average (rM)* Max (rM)*

Senior executive 3,400.00 4,100.00 5,000.00

Junior executive 2,250.00 2,620.00 3,200.00

Fresh / entry Level 2,000.00 2,400.00 2,800.00

sales enGIneer

POSItION LeveL Min (rM)* average (rM)* Max (rM)*

Senior executive 2,800.00 3,300.00 4,100.00

Junior executive 2,250.00 2,600.00 3,200.00

Fresh / entry Level 1,750.00 2,000.00 2,500.00

operaTIon manaGer

POSItION LeveL Min (rM)* average (rM)* Max (rM)*

Senior Manager 4,500.00 6,000.00 8,000.00

Manager 3,200.00 4,000.00 5,100.00

prodUcTIon manaGer

POSItION LeveL Min (rM)* average (rM)* Max (rM)*

Senior Manager 5,000.00 6,500.00 7,888.00

Manager 4,000.00 4,990.00 6,200.00
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IS THe aCCOuNTING PrOfeSSION reCeSSION-PrOOf?

Is the accounting profession safe in a recession? apparently. 
Not only is accounting a recession-proof profession, but 
accounting and finance professionals are in high demand and 
making money even during a recession. these include CPas, 
tax accountants, cost accountants, financial analysts, and 
financial reporting directors—all of which are important posi-
tions in a company facing a recession. In a downturn, many 
companies turn to their accounting and financial executives to 
figure out how the businesses can operate more leanly. When 
companies begin to streamline and tighten their belts, it is 
clear that accountants and finance executives are sought to 
help the business adapt. With the flood of corporate scandals, 
tougher accounting and auditing regulations, and increased 
governmental oversight, the need for accounting and finance 
professionals is expected to grow. they are needed to help 
corporations tighten internal controls, regardless of the shape 
of the economy.however, accounting-related professionals 
should not be overly complacent and feel that they can 
weather the storm without effort! It doesn’t hurt to take some 
measures to protect your jobs, especially in tough times. What 
can you do to strengthen your position in the company and 
your marketability?

1.     Keep your technical skills and knowledge updated. those 
who stay up-to-date with accounting and finance tech-
nology can be more productive and help their organisa-
tions do the same. employees with the desire to upgrade 
themselves show employers they are committed to their 
career development.

 2.     exceed expectations and Walk the extra Mile. you can’t 
afford to have a “that’s-not-my-job” mentality. always 
look for ways to add more value to your position. do 
your job above the call of duty and you are set for life. 
employers are keen on people who go beyond what is 
required in the job. however, be sure to take the credit 
when it is due. you want your contributions to be recog-
nised.

3.     Work on your Network. you need to be in the social cir-
cle. Be sure to be in contact with your former professors, 
colleagues, bosses, and your peers in the profession. 
you need to be visible long before you ever need their 
help. n

 
(source: Oregon Society of Certified Public Accountants[1])
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CHINa: Chinese accounting 
standards should apply across 
Hong Kong
Hong Kong will allow Chinese 
companies to file reports using 
Chinese accounting standards. It 
wouldn’t be a bad thing if Hong 
Kong companies used them too. 
The Hong Kong stock exchange 
has been kept on its toes by the 
idea that Shanghai is determined 
to establish itself as a financial 
centre, reports China Economic 
Review. In a bid to keep costs 
of a Hong Kong listing down 
for Chinese companies, and to 
make sure Hong Kong remains 
an attractive place to list, the 
regulators have said that, from 
this year, Chinese companies 
on the Hong Kong exchange 
can file reports using their home 
accounting standards, it added. 
In another report, Reuters said 
Hong Kong’s pending accept-
ance of Chinese accounting 
standards will mark an impor-
tant advance in beijing’s drive 
to globalise its financial sector, 
but could also challenge inter-
national investors with reports 
prepared by an industry prone 
to scandal. The newswire, how-
ever, noted that concerns about 
supervision of Chinese auditors 
have led to delays, making it 
unlikely the exchange will meet 
its January 2010 target date to 
implement the change. The 
change will also lead to vari-
ant results for certain industries, 
such as insurance, although 
those differences are expected 
to fade over time as standards 
converge. It quoted Judy Wong, 
president of the association of 
Chartered Certified accountants 
(aCCa) Hong Kong, as saying: 
“There is a confidence issue....
The (Chinese) Ministry of finance 
should let the public know how 
they vet the applications from 
mainland accounting and audit 
firms and what are the criteria.” 
The unification of standards will 
see China firms whose shares 
trade in Hong Kong, known in 
the territory as H-shares, allowed 
to post a single set of results 
for each reporting period identi-

cal to the report they put out 
for their China-listed shares, it 
added. Most Hong Kong-listed 
Chinese firms are expected to 
use their home standards for 
their Hong Kong reports once 
the move becomes official, both 
as a money-saving measure and 
to reduce confusion that often 
occurs due to differences in the 
reports released in China and 
Hong Kong, it noted. n

PHIlIPPINES: Computerised 
accounting system pushed
The bureau of Internal revenue 
(bIr) has issued an order mak-
ing it mandatory for large tax-
payers to computerise their 
accounting systems, revenue 
Commissioner Joel L. Tan-Torres 
said. In an interview, Tan-Torres 
said the new requirement was 
part of the agency’s push for a 
more efficient collection of taxes, 
reports Philippine Daily Inquirer. 
“Of some 950 large taxpayers reg-
istered with the bIr, about 300 
are still doing manual account-
ing...These entities are involved in 
multi-million pesos transactions 
on a daily, weekly or monthly 
basis,” he added. based on the 
bIr definition, large taxpayers are 
those with at least P1 million in 
taxable income. Tan-Torres said 
large taxpayers represented 70 
per cent of the agency’s collec-
tions. “for this reason, the bIr is 
increasing its audit divisions from 
four to eight,” the veteran tax 
official said. “There are now two 
assistant commissioners respon-
sible for collections from large 
taxpayers.” for those who will not 
comply with the new order, Tan-
Torres said a manual accounting 
system for large taxpayers might 
be deemed non-compliant to tax 
requirements. n

THaIlaND: local tax account-
ing falling out of step
The federation of accounting 
Professions (faP) has expressed 
concern about the growing gap 
between Thai accounting stand-
ards and tax accounting under 
the revenue Code in Thailand. 
The faP, which is responsible for 

local accounting standards, sees 
the gap as potentially increasing 
in the future, particularly as Thai 
standards increasingly move 
closer to International financial 
reporting Standards (IfrS), 
reports Bangkok Post. The report, 
quoting Prasan Chuaphanich, 
an executive chairman of 
PricewaterhouseCoopers and 
chairman of the faP account-
ing system committee, said 
that the federation earlier this 
month established a commit-
tee to examine the differences 
between Thai GaaP (Generally 
accepted accounting Principles) 
and tax laws. Chaired by Viroj 
Lowhaphandu, a former revenue 
director-general, the committee 
will also be responsible for pro-
posing options to present to the 
government with the goal of 
reducing discrepancies between 
financial and tax accounting, it 
added. “accounting practices in 
Thailand, based on international 
standards, have a number of areas 
that differ from tax accounting,” 
Prasan said. The report added 
that Prasan cited employee ben-
efits as one example. under Thai 
accounting standards, employee 
benefits are recorded as a con-
tingent liability in a company’s 
accounts. but under the tax 
code, employee benefits are 
booked only once the actual 
payment is made. Prasan said 
the committee expected to be 
able to release preliminary find-
ings within the first quarter of 
2010. He noted that a parallel 
effort to review the tax code 
as it relates to the capital mar-
ket made it an opportune time 
to consider differences in tax 
and accounting practices as 
well. Meanwhile, it added that 
the faP has also been assigned 
by the asean federation of 
accountants to take the lead 
in examining how the use of 
International financial reporting 
Standards would affect small 
and medium-sized businesses in 
the region. The asean federation 
of accountants comprises the 
national accounting bodies of 
the 10 member group. n

uK: Don’t blame the stand-
ards, says BDO chief
Poor business decisions were 
behind the losses suffered by banks, 
not accounting rules, according to 
Jeremy Newman, chief executive of 
bDO International. Writing in a let-
ter to the Financial Times, Newman 
points out that not every bank 
made huge write-downs during 
the crisis and yet they all broadly 
used the same accounting rules, 
reports accountancy Age. It said 
he wrote: “It is unfortunate if peo-
ple are persuaded that accounting 
rules are to blame for bad lending 
decisions and poor investments. 
banks, and other financial institu-
tions needed injections of monies 
from governments (and others) 
because they lost money and were 
short of cash not merely because 
of accounting issues.” Newman’s 
letter comes in response to previ-
ous letters in the Financial Times 
over the Christmas break accusing 
international accounting standards 
of contributing to the crisis. n

SINgaPORE: Public feedback 
sought on draft Charities 
accounting Standard
Public feedback is being sought 
on a draft accounting standard for 
charities. The proposed account-
ing standards are aimed at making 
it simpler for charities to book- 
keep, reports Channel NewsAsia. 
Currently, charities in Singapore 
follow the Singapore reporting 
Standards or the recommended 
accounting Practice 6 (raP 6). It 
spells out standards tailored spe-
cifically for the charity sector. These 
include guidance on endow-
ments and restricted funds unique 
to charities. To facilitate ease of 
use, there is also an accounting 
glossary. The report added that 
the Commissioner of Charities has 
proposed that all large charities 
with an income or expenditure of 
S$10 million or more will have to 
adopt the Charities accounting 
Standard, once the draft is final-
ised. remaining charities will be 
encouraged to apply the stand-
ards in the preparation of their 
financial statements. n
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IPSaSB aCHIEVES gOal OF SuBSTaNTIal 
CONVERgENCE WITH IFRSs
at its December 8-11 meeting in rome, 
the International Public Sector accounting 
Standards board (IPSaSb) of the International 
federation of accountants (IfaC) achieved 
its strategic goal of substantial convergence 
with the International financial reporting 
Standards (IfrSs) dated December 31, 2008, 
with a series of new or improved standards.
Three of these new International Public Sector 
accounting Standards (IPSaSs) deal with finan-
cial instruments—in terms of presentation, 
recognition and measurement, and disclo-
sures. a fourth standard covers intangible 
assets and an improvements standard makes 
minor changes to existing IPSaSs. They are pri-
marily drawn from IfrSs, with limited changes 
dealing with public sector-specific issues. In 
addition, the board approved an exposure 
draft covering service concessions.
“In the current global economic environment, 
when governments are increasingly raising 
debt through the capital markets as a result 
of their financial interventions in the private 
sector, the need for certainty in the applica-
tion of well-developed financial instruments 
standards has particular urgency,” states Mike 
Hathorn, Chair of the IPSaSb. “achieving con-
vergence is also crucial to enhancing transpar-
ency at this time of large scale government 
interventions,” he adds.
The December 2009 meeting was the last under 
Hathorn’s chairmanship; his three-year term 
ended on December 31, 2009—a period that 
has seen a significant increase in momentum in 
global interest in and adoption of IPSaSb stand-
ards.  “During the last 12 months in particular, 
the achievement of the board and its staff in 
progressing convergence with IfrSs standards 
has been outstanding—and I am confident that 
it will meet the increasing needs of the global 
public sector in the future,” he concludes.
The new standards and exposure draft will 
be available to download free of charge from 

the IfaC website (web.ifac.org/publications) in 
January 2010. n

IFaC SuRVEy SHOWS aCCOuNTaNTS 
aS aDVOCaTES FOR SMall BuSINESS 
aND glOBal STaNDaRDS, HIgHlIgHTS 
CORPORaTE gOVERNaNCE REFORMS
(New york/January 15, 2010) - as world econo-
mies recover from the global financial crisis, 
the Third annual Global Leadership Survey of 
the International federation of accountants 
(IfaC) revealed its membership as vocal advo-
cates for small and midsize businesses, as well 
as for the adoption of global accounting and 
auditing standards. It also highlighted corpo-
rate governance enhancements in jurisdic-
tions around the world. 
“Our members took action to assist their juris-
dictions during the crisis, lending their exper-
tise to governments and businesses. Through 
a variety of outreach programmes, they also 
let the public know what a valuable role the 
professional accountant plays in all the sectors 
we serve, especially in a time of crisis,” says IfaC 
Chief executive Officer Ian ball.  ball noted that, 
in October and November 2009, IfaC received 
105 responses to its online survey from the presi-
dents and chief executives of accountancy insti-
tutes, and regional accountancy organisations 
and groupings. He adds, “Survey respondents 
believe that continued emphasis on effective 
implementation of international accounting and 
auditing standards and good corporate govern-
ance principles are critical issues for the future.” 
Public sector finance improvements. because the 
financial crisis led to many governments’ assum-
ing an interventionist role in their economies 
through providing a range of guarantees and 
undertaking bailouts of major banks and other 
institutions, among other actions, the survey 
sought information on efforts to improve the 
transparency and accountability of governments 
for public sector finance. Many respondents 
reported their countries were in the process 
of adopting the International Public Sector 

accounting Standards (IPSaSs), which can pro-
vide the reliable information about government 
finances that is so important in the context of 
the crisis. 
Corporate governance enhancements - 
When survey participants were asked whether 
there had been enhancements to corporate 
governance in their jurisdictions, the majority 
reported that there had either been improve-
ments, that actions were in process, or that such 
changes were being considered. In particular, 
they reported the adoption of the Organisation 
for economic Co-operation and Development’s 
(OeCD) good governance principles, but there 
was an extensive range of responses, from mak-
ing it mandatory for companies of a certain size 
to create an audit committee, to introducing 
codes specific to small businesses. 
Demand for accountants - IfaC’s survey also 
asked about the demand for accountants 
throughout the broad spectrum of sectors in 
which they work, and found that the profession 
remains attractive to students and those already 
in the field. according to survey responses, the 
demand for accountants remains high, world-
wide, with growing interest in the government 
and academic sectors. Participants believe the 
demand for accountancy professionals will grow 
in the coming years. 
Unity of the profession - finally, respondents 
believe in the importance of maintaining the 
unity of the accountancy profession, in order 
to play a role in the changing regulation of the 
financial sector internationally. They said that 
they believe that IfaC should continue in its 
roles as a voice of the global profession--such 
as its memoranda to the G-20 leaders on reform 
of the global financial system, including special 
consideration for the needs of SMes (small and 
medium entities) and as a global standard-setter 
for auditing and public sector accounting, and 
professional ethics and education. 
The full report is available in the Policy Position 
Papers and reports section of IfaC’s Publications 
and resources site.  n

THe IfaC uPDaTe PrOVIDeS 
 SuMMarIeS Of IfaC DeVeLOPMeNTS 
OVer THe PaST MONTH.
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Managing Inter-
Organisational Risks

management+business

Patrick Ow

aLTHOuGH STraTeGIC aLLIaNCeS are aN IMPOrTaNT buSINeSS TreND, 60% 
Of aLLIaNCeS faIL. TO aVOID THe rISK Of faILure, OrGaNISaTIONS 

NeeD TO aCTIVeLy MaNaGe THeIr  INTer-OrGaNISaTIONaL 
rISKS THrOuGH INNOVaTIVe rISK MaNaGeMeNT 

TeCHNIQueS aND PrOCeSSeS.

o
rganisations are constantly 
forming strategic alliances 
to achieve common objec-
tives. Unfortunately, the 
failure rates of these alli-

ances are also high. Therefore we require 
a dynamic structure, framework and proc-
esses to manage inter-organisational risks.

Over the past several decades, the 
use of inter-organisation and intra-
organisation alliances has emerged as an 
important business and strategic trend. 
Strategic alliances have become principal 
components of many private and pub-
lic-sector organisations as they try to 
achieve competitive advantage by access-
ing more dynamic markets through col-
laboration, compromise and accommo-
dation. Strategic alliance is a process 
to create synergies to achieve common 
objectives by appropriating the competi-
tive intent (joint knowledge), high trans-

parency (openness toward partners) and 
high mutuality (collaboration of content) 
of the sharing organisations. 

Unfortunately, 60% of alliances fail1. To 
avoid such failures, organisations form-
ing alliances must actively manage inter-
organisational risks through innovative 
risk management techniques and proc-
esses in order to achieve their common 
objectives, especially from an inter-organi-
sational perspective, thus avoiding failures 
that have impacted so many alliances.

At the basic level, risk management 
are coordinated activities to direct and 
control an organisation with regard to 
risk2. Risk is defined as the “effect of 
uncertainty on objectives”3. When two or 
more organisations collaborate to form 
an alliance, grouping or partnership, we 
have inter-organisational risks or uncer-
tainties (the known unknowns) that need 
to be managed adequately and effectively. 

Within our context, inter-organisa-
tional risk management are coordinated 
activities to direct and control two or 
more organisations with regard to inter-
organisational risks. Inter-organisational 
risk is defined as risk affecting two or 
more organisations, which may impact 
on the service delivery of other organisa-
tions within the alliances thereby affect-
ing the achievement of the alliance’s 
objectives. An example of an inter-organ-
isational risk is “poor communication/
co-ordination between organisations.”

When two or more organisations 
work together, there are some govern-
ance issues to consider:
1 Alliance management: Five destructive 
myths. CMA Management, Vol. 73: 14-15.
2 ISO Guide 73:2009 - Risk management – 
Vocabulary. See also ISO 31000:2009 Risk 
management – principles and guidelines.
3 ISO Guide 73:2009.
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l New ways of working across organisa-
tions - Requires new forms of relation-
ships between organisations, which 
involve shared goals and agreeing 
on governance structures, processes 
and roles for an alliance.

l New types of organisations - 
Organisations need a culture that 
values and supports working across 
boundaries within an alliance and 
the capacity to do so, including an 
appropriate skill set and competen-
cies among staff.

l New accountabilities and incentives 
- Performance management systems 
and accountability structures of 
organisations must support working 
collaboratively. 

l New ways of delivering collaborative 
services - With a greater focus on cus-
tomer service, front of house chang-

es or one-stop shops, organisations 
can provide a more integrated and 
responsive customer service.

The types of structures, processes and 
approaches used will need to be specifi-
cally tailored as there is no one-size-fits-all 
prescription to alliances. 

Each organisation that comes togeth-
er to form an alliance should have the 
following documentation as part of their 
existing risk management framework4:
l Risk management policy that sets out 

the overall intentions and direction of 
the organisation related to risk man-
agement.

l Risk management plan(s) that speci-
fies the approach, the management 
components and resources to be 
applied to the management of risk 
within the organisation.

The risk management framework is a 
set of components that provide the foun-
dations and organisational arrangements 
for designing, implementing, monitoring, 
reviewing and continually improving risk 
management throughout the organisa-
tion5.

Individual organisations within an 
alliance should therefore have a reason-
able level of maturity in its existing risk 
management framework and process in 
order to effectively manage inter-organi-
sational risks affecting themselves and 
the alliance as a whole, and to achieve 
the shared objectives. Individual organi-
sation’s risk management framework 
must integrate and inter-operate with 
the alliance’s inter-organisational risk 
management framework and process 
that is encapsulated in the alliance 
agreement.

Based on the organisational level 
definition of risk management frame-
work, inter-organisational risk manage-
ment framework is about the founda-
tions and alliance arrangements for 
designing, implementing, monitoring, 
reviewing and continually improving 
the management of inter-organisational 
risks throughout the alliance, across the 
boundaries of all organisations within 
the alliance.

Alliance arrangements with respect 
to setting out the inter-organisational 
risk management framework and proc-
esses can be incorporated within various 
governance options for an alliance, as 
shown in Diagram 1.

As such, the type of governance 
and control structure adopted by alli-
ance partners should expressly include 
how the inter-organisational risk man-
agement framework is to operate. The 
framework would have to articulate the 
agreed inter-organisational risk manage-
ment process for managing inter-organ-
isational risks, which is the systematic 
application of the alliance policies, pro-
cedures and practices to the activities of 
communicating, consulting, establish-

1 2 3 4 5
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4 ISO Guide 73:2009.
5 ISO Guide 73:2009.
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ing the context, and identifying, analys-
ing, evaluating, treating, monitoring and 
reviewing inter-organisational risks.

The inter-organisational risk manage-
ment process also comprises of a decision 
tree (shown in Diagram 2) that assists 
parties to discriminate whether 
the risk identified is a single 
intra-organisational risk or an 
inter-organisational risk that 
affects two or more organisa-
tion within the alliance.

If the risk identified is a 
single intra-organisational risk 
(an organisational-level risk), 
the impacted organisation will 
solely manage that risk based 
on their existing risk manage-
ment plan. Hence the need for 
all organisations within the 
alliance to have some level of 
maturity of their existing risk 
management practices. 

But if the risk identified impacts two 
or more organisations within the alliance, 
then parties within the alliance would 
follow the agreed processes laid out by 
the overarching inter-organisational risk 
management framework and individual 
organisation’s risk management plan for 
dealing with inter-organisational risks. 
This framework and process for managing 
inter-organisational risks are encapsulated 
in the alliance agreement and should inter-
operate and integrate with each organisa-
tion’s risk management framework and 
process, as shown in Diagram 3.

The individual organisation’s risk 
management plan must be amended to 
integrate and inter-operate with the alli-
ance’s overarching inter-organisational 
risk management framework and proc-
ess, especially in the following manner:
1. There must be a management commit-

ment and explicit process to consider, 
identify and report (escalate) inter-
organisational risk to each other within 
the alliance and/or to the governing 
body of the alliance. There should be 
some form of governing body of the 
alliance to manage the alliance activi-
ties and performance indicators of the 
alliance agreement. Unfortunately, if 

there is no such governance body, the 
commitment to manage inter-organi-
sational risks would be non-existent, 
resulting in the non-achievement of 
the alliance’s objectives and may lead 
to failure of the alliance itself.

2. There must be an explicit commitment 
and mandate by all organisations’ exec-
utives and Board to actively work with 
other organisations of the alliance to 
develop common inter-organisational 
treatment plans for and to report on all 
identified and agreed inter-organisa-
tional risk. This commitment and man-
date must be clearly articulated in each 
organisation’s risk management policy. 
If any one organisation of the alliance 
does not show this commitment, then 
as a whole, the alliance would struggle 
to manage inter-organisational risks 
and achieve its objectives.

3. There needs to be education for all 
staff of the alliance on the process for 
managing inter-organisational risks.

4. Clear accountability for inter-organisa-
tional risks and common inter-organ-
isational treatment plans within each 
organisation and the alliance structure.

The business rules wordings in the alliance 
agreement pertaining to managing inter-
organisational risks can be as simple as:
1. Each organisation within the alliance 

is to have their own risk management 
processes in place to identify, manage 
and communicate risk (intra/inter-
organisational risks).

2. Organisations can escalate inter-
organisational risk to the alliance 
service manager (or similar), who 
would collate the information into 
an inter-organisational issues log (or 
similar) and a summary of consoli-

dated information/status 
reported to the governance 
body (or similar) of the alli-
ance.
3. Organisations impact-
ed by the risk should come 
together (through the gov-
ernance body) to understand 
the risk and collectively 
resolve the matter using 
their own resources and 
processes.
4. The governance body 
will develop a common inter-
organisational treatment/ 
action plan and assign the 

required Task and Risk Owners in 
participating organisations to resolve 
inter-organisational risks. This is man-
aged through the individual organisa-
tion’s risk management policy and 
plan, as Risk Owners. It is vital that 
individual staff members of organisa-
tions be given the necessary man-
agement commitment and resources 
to effectively manage inter-organisa-
tional risk and implement common 
inter-organisational treatment plans 
on behalf of the alliance. These com-
mon inter-organisational treatment 
plans would also become part of the 
organisation’s treatment plans from a 
monitoring and reporting perspective 
– therefore the need to inter-operate 
the organisation’s risk management 
plan with the alliance’s overarching 
inter-organisational risk management 
framework. 

5 Risk Owners are to report regularly to 
the alliance service manager and their 
own management on the implementa-
tion status of common inter-organisa-
tional treatment plan(s).

A number of important considerations 
should be considered when embarking 
on the management of inter-organisation-
al risks from an alliance perspective:

Diagram 3
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1. A governance structure like the gov-
erning body of the alliance is essential 
to systematically escalate and manage 
inter-organisational risks at the indi-
vidual organisational level and across 
all organisations within the alliance.

2. Specifically tailored risk management 
processes at the individual organi-
sational level are necessary to ena-
ble this transfer/escalation of inter-
organisational risk information across 
multi-organisational boundaries.

3. In order for staff across a large net-
work (alliance) to understand each 
risk, detailed inter-organisational 
risk descriptors are required. This 
includes information regarding the 
specific circumstances in which the 
risk may occur.

4. Assumption that participating organi-
sations have adequate reporting prac-
tices and infrastructure to support 
both intra/inter-organisational risk 
management.

5. The need to consider human behav-
iour:
a) Think about limiting risky behav-

iour, enhancing opportunistic 
behaviour between alliance part-
ners and staff.

b) Beware of under-reporting and 
failure to escalate adverse events 
or inter-organisational risks that 
may be limiting factors in this 
current approach. 

c) The process for managing inter-
organisational risks depends on 
staff sharing information. They 
may be unfamiliar with the proc-
ess and may involve reporting 
their own practice, resulting 
in unintended judgements and 
conflicts.

Organisations must move beyond just 
managing their own intra-organisational 
risks if they want to succeed in alliances. 
Organisational level risk management 

approaches need to be adapted to take into 
account the complexities of managing inter-
organisational risks that cut across bounda-
ries of multiple organisations, each with 
its own approach. A common understand-
ing must be forged through the adoption 
of an overarching inter-organisational risk 
management framework and process that 
integrates and inter-operates with all indi-
vidual risk management frameworks (of all 
organisations) within the alliance structure. 
A governing body within the alliance struc-
ture is also essential to systematically esca-
late and manage inter-organisational risks 
at the individual organisational level and 
across all organisation boundaries within 
the alliance, thereby increasing the likeli-
hood that the alliance’s objectives can be 
achieved, thus avoiding failures that have 
impacted so many alliances. n

The writer can be contacted at patrickow@
gmail.com.  
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Feminising the 
Corporate Board

Although the issue of Board gender diversi-
ty has attracted growing research interest 
in recent years, most survey and empirical 
results are based on US and European 
data. In the US and most European coun-

tries, female Board appointments have increased in 
recent years. 

The average number of women in European 
Boardrooms has increased (see Table 1) either through 
legislation such as in Norway, where more than 40% of 
directors on corporate Boards are female; or through 
discussions with regulators such as in the UK; or 
gender equality laws as in Spain. In contrast, there is 
slower progress in developing countries. At last year’s 
Women’s Summit, it was revealed that in Asian coun-
tries, women accounted for the following percentages 
of corporate Boards. The Philippines led with 10.3%; 
followed by Hong Kong with 7.8%; Thailand with 6.7 %; 
Singapore with 6.2 % and Indonesia with 5.5%.

management+business

DeVeLOPING COuNTrIeS are STILL 
LaGGING beHIND WHeN IT COMeS TO 
GeNDer DIVerSITy WITH reGarDS TO 
COrPOraTe bOarDS Of DIreCTOrS. 
MaLaySIa IS NO DIffereNT, WITH 
MINIMaL rePreSeNTaTION Of THe faIrer 
Sex IN MaLe-DOMINaTeD bOarDrOOMS. 
SHOuLD We PurSue GeNDer DIVerSITy? 
WHaT are THe beNefITS aND 
CHaLLeNGeS?

Husein Zakaria and Dr. Rashid Ameer,
Universiti Teknologi MARA
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auSTrIa beLGIuM CaNaDa fraNCe ITaLy GerMaNy NOrWay NeTHerLaNDS

3 5 12 7.6 2.5 7.8 44 5

POrTuGaL SWeDeN SPaIN SWITZerLaND u.K uS

0.8 29 5 4 12 1

TaBlE - 1 FEMalE DIRECTORS IN DEVElOPED COuNTRIES (IN %)

wheRe DoeS malaySia 
STanD in TeRmS oF boaRD 

genDeR DiveRSiTy? 

In our survey of more than 1,500 direc-
tors of 192 listed companies, which was 
carried out using annual reports of com-
panies with a 31st December financial 
year end, it was found that female direc-
tors made up only 6.27% of Malaysian 
corporate Boards. The majority of these 
female directors were non-independent 
directors and they sat on Board Audit 
committees as well. 

Out of these 192 firms, 126 had no 
female directors. Out of the remaining 66 
firms, female directors accounted for less 
than 30% of the Board at 50 firms. Only 
16 firms had more than 30% female direc-

tors on Board. The exception to the norm 
was Malaysia Airports Holdings Bhd and 
Dialog Group Bhd which appointed more 
than two female directors whereas the 
GLCs, Telekom Malaysia Bhd, Tenaga 
Nasional Bhd, and Malaysian Airline 
Systems Bhd each had two female direc-
tors respectively on their Boards. 

A simple analysis of the total share-
holders’ returns for these companies 
showed that Dialog Group Bhd earned 
258.15%, Malaysia Airports Holdings 
45.83%, Malaysian Airline Systems Bhd 
16.19%, Telekom Malaysia Bhd 23.35% 
and Tenaga Nasional Bhd 11.64% respec-
tively. Quantifying the possible correlation 
between shareholders returns and the pres-
ence of women could be a future exercise. 

TaBlE- 2 MalE/FEMalE POPulaTION agED 20-24 (IN 000)

2001 2002 2003 2004 2005 2006 2007 2008

MaLeS 1,079 1,109 1,141 1,172 1,197 1,225 1,248 1,265

feMaLeS 1,057 1,084 1,113 1,141 1,165 1,189 1,209 1,224

TaBlE- 3 MalE/FEMalE EMPlOyED POPulaTION (IN 000) 

2001 2002 2003 2004 2005 2006 2007 2008

MaLeS 5,757 5,904 6,089 6,247 6,392 6,548 6,716 6,863

feMaLeS 3,377 3,463 3,552 3,638 3,730 3,830 3,954 4,061

TaBlE- 4 MalE/FEMalE STuDENTS IN HIgHER EDuCaTION (IN 000)

2001 2002 2003 2004 2005 2006 2007 2008

MaLeS 254 298 298 311 284 368 491 551

feMaLeS 302 365 399 405 390 386 381 374

2001-02 2002-03 2003-04 2004-05 2005-06 2006-07 2007-08

MaLeS 5.7 6.5 9.6 8.5 6.6 11.2 10.3

feMaLeS 2.7 2.0 8.5 7.4 11.0 10.1 11.4

TaBlE- 5 MalE/FEMalE aNNual DISPOSaBlE INCOME (y-O-y gROWTH, IN %)
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The survey also showed that 5% of the 
female directors had been in their current 
position for less than 10 years compared 
to 73% of the male directors, while 5% of 
the male directors compared to only 0.6% 
of the female directors were appointed at 
ages between 30-40 years. This finding 
taken together with age statistics suggests 
that women do face a glass ceiling. There 
were only two oldest serving female direc-
tors compared to nine male directors aged 
between 80-90 years, which could be evi-
dence of a high percentage of gray direc-
tors, thus, confirming prevalence of the “old 
boys’ network” .

Where education is concerned, it 
seems that Boards select women with ter-
tiary education over those who hold pro-
fessional qualifications in accounting and 
finance such as ACCA, CA, and CIMA. 
It was found that female directors had 
non-professional accounting and finance 
qualifications, such as master’s degrees, 
MBAs, bachelor degrees, and diplomas. 
To some extent, it can be argued that 
Boards tried to achieve a mix of both 
professionals (i.e., male directors) and 
non-professionals by hiring women. 

Since this research is a starting point, 
it raises thought-provoking questions and 
there is a need to carry out more empiri-
cal studies on the economic benefits of 
makeovers of corporate Boards to include 
more women. Salient questions include 

the following: What is the critical mass of 
female directors on successful corporate 
Boards? How different are the strate-
gic making and Boardroom processes of 
female vs. male dominated Boards? Might 
these female directors have been brought 
on Board as “new brooms” to cleanse 
the corporate conscience of inexcusable 
business practices and misconduct, and 
address the growing concern for sustain-
ability and social responsibility?

a Feminine FoRce?
Why should Boards promote 

gender diversity?

The main arguments for greater female 
Boardroom representation can be split 
into four categories: ethical, economi-
cal, social, and political. First, on ethical 
grounds, it could be considered immoral 
for women to be excluded from corporate 
Boards on the basis of gender. Second, 
on economic grounds, the inclusion of 
women on Boards provides new perspec-
tives, innovative thinking and problem 
solving skills which are related to the 
attainment of the corporate goal of compet-
itive advantage. Women’s presence adds 
to Boardroom diversity and it is believed 
that diverse groups are more dynamic, flu-
ent and innovative. It also makes business 
sense because through female directors, 
firms could reach out to potential cus-

tomers and employees, thereby, increas-
ing market share and growth prospects. 
On social grounds, a large proportion 
of females in the employed labour force 
and in tertiary education also make a 
stronger case for increased representation 
of women on corporate Boards. The per 
capita consumption of women over men 
has also increased due to more employ-
ment opportunities available for women in 
the developed countries. Lastly, on politi-
cal grounds, suffragacy or the right to vote 
given to women in democratic countries 
also show their ability to weigh what is 
good for economic growth, security and 
ecological sustainability. In democratic 
countries, the tradition of women’s politi-
cal representation is also likely to have an 
effect on female Board representation. 

In Malaysia, population demographics, 
employment and education statistics show 
that female representation in the country 
has been gradually increasing (see Tables 
2, 3, 4 & 5). Historically, a high number 
of females have entered higher education 
compared to males and this has had a 
huge impact on female representation and 
on the purchasing power of women in gen-
eral. Women have also taken the lead in 
many aspects of Malaysia’s nation-building 
process, proving their abilities. Notable 
examples are Tan Sri Dr. Zeti Akhtar 
Aziz, governor of Bank Negara Malaysia; 
Tan Sri Zarinah Anwar, Chairman of the 
Securities Commission and Selvarany 
Rasiah, Chief Regulator of Bursa Malaysia. 
It can be argued that with the right mind-
set, education, training and opportunities 
to ascend to higher management positions 
that females could contribute immense-
ly in the corporate sphere, which would 
include Boards. n

  
The writers can be contacted at: rash-
idameer@salam.uitm.edu.my
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I n their continuing search for cost-cutting 
opportunities, many organisations are 
looking to squeeze more efficiency sav-
ings out of their accounting processes. 
For some, this will mean reviewing the 

scope and the scale of their finance function and 
considering a move to shared services or out-
sourcing certain processes. Those that already 
use shared service centres (SSCs) will be look-
ing at ways to make them even more efficient 
– e.g. by expanding their geographical coverage 
or by moving them up the value chain to take 
on more financial analysis and reporting work. 
Many firms are also exploring opportunities to 
extend the scope of shared services to include 
process-based elements across a range of func-
tions, such as legal, HR and procurement.

As the pressure to cut costs increases, so 
does the need to maintain or improve service 
quality in order to keep existing customers and 
compete for new business in challenging market 
conditions. In other words, CFOs are being 
asked to do much more for less. Faced with 
these contradictory pressures, some of them 
may be forgiven for seeing the growing impor-
tance of sustainability as a threat rather than an 
opportunity. This would be a mistake, because 
there are some compelling reasons why finance 
should be setting the agenda for sustainability 
and corporate social responsibility (CSR) report-
ing more generally.

Financial managers have a range of skills 
that can be applied to sustainability initiatives, 
particularly in organisations that already use well-
established finance SSCs. Accounting depart-

Finance Should Lead in

Graham Stilwell

fINaNCe IS THe beST PLaCeD fuNCTION TO TaKe THe LeaD ON SuSTaINabILITy aND 
MaNaGe COrPOraTe PerfOrMaNCe IN THIS area. ONe MeaNS Of DOING THIS effI-
CIeNTLy IS by LeVeraGING ON SHareD SerVICe CeNTreS (SSCs).

Sustainability Reporting

management+business
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ments are often viewed as the natural cus-
todian of both financial and non-financial 
information, so they are well placed to act 
as the gatekeeper for a significant part of 
the information that is needed for sustain-
ability initiatives. This role may become 
increasingly prevalent over time as more 
sustainability data gets published within 
the main financial statements rather than 
standalone CSR reports.

According to a recent CIMA research, 
most CFOs believe that finance teams 
should act as the organisational “clearing 
house” for all financial and non-financial 
information delivered to senior managers. 
Those who accept that they need to take 
the lead on sustainability initiatives across 
the business should act now in order to:

• Design key performance indicators 
to measure sustainability perform-
ance and ensure that any benefits 
and cost savings are being real-
ised.

• Ensure compliance with environ-
mental regulations and prepare 
for impending legislation such as 
the UK climate change bill and the 
carbon reduction commitment.

• Train their staff in the principles of 
offsetting accounting, since this 
is likely to be a requirement for 
accountants in the next three to 
five years.

Before addressing the opportunities 
that the sustainability imperative may 
offer finance teams, it’s useful to step 
back and consider some of the challenges 
associated with reporting on sustainability 
and how it differs from typical financial 
reporting. Financial reporting standards 
have evolved over time to become gen-
erally accepted and consistent in their 
application across borders. In contrast, 
sustainability reporting standards remain 
divergent in their content and applica-
tion. Although there have been significant 
moves to increase consistency, a range of 
voluntary standards remains. Examples 
include those of the World Resources 
Institute and the United Nations frame-
work convention on climate change.

Another big difference lies in the pen-
alties for non-compliance. Financial stand-
ards are governed by statute and there 
may be strict penalties for non-compliant 
reporting. Sustainability reporting is not 
subject to such rigorous legal control. 
As a consequence, CSR and sustainabil-
ity reports are open to a relatively high 
degree of interpretation. Another aspect 
that makes sustainability hard to measure 
is that the benefits associated with “green 
initiatives” are often intangible. For exam-
ple, projects with more qualitative benefits 
such as those associated with recycling 
may be hard to express in terms of a sim-
ple cost saving. This makes reporting on 
sustainability difficult and hinders compa-

rability among organisations that may be 
reporting on similar initiatives.

There are numerous ways in which 
financial managers – and particularly the 
heads of finance SSCs – can initiate and 
drive sustainability performance meas-
ures across their organisations while 
gaining some real benefits for their own 
staff. One factor that makes this task 
particularly appealing for SSCs is that a 
lack of career progression opportunities 
for employees is often a significant prob-
lem in these centres. Their typically flat 
organisational structure and the trans-
actional, repetitive nature of the work 
performed there can lead to high staff 
turnover. Constant pressure to cut costs 
also makes it difficult for SSCs to recruit 
and retain people on remuneration alone.

Directors of SSCs have had to become 
adept at motivating employees with flex-
ible working arrangements, perform-
ance-related bonuses, secondments etc. 
Sustainability initiatives and the associ-
ated performance management report-
ing can be viewed as a valuable tool for 
developing and retaining talent in SSCs 
and help to:

• Motivate employees and broaden 
their scope for development into 
new areas.

• Encourage them to take the lead 
on sustainability initiatives at a 
local level and support corporate-
level initiatives.

• Enable accountants to engage 
with the wider business in an area 
outside their usual responsibili-
ties.

• Help finance professionals to 
develop new skills in, for exam-
ple, whole-life costing techniques, 
which can be applied across the 
organisation.

Another way in which mature SSCs 
can contribute is to improve the manage-
ment of performance in sustainability and 
CSR across the organisation. Applying 
the SSC team’s core skills to a sustain-
ability programme or range of initiatives 
can provide wider benefits by:
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• Implementing consistent and co-
ordinated sustainability reporting 
at multiple sites, thereby avoiding 
the risk of duplication.

• Assuring decision-makers that 
sustainability programmes are 
being adequately controlled and 
the benefits – e.g. cost savings 
through reduced energy usage 
– are being measured.

• Taking the transactional elements 
of sustainability reporting away 
from disparate local business func-
tions – e.g. the preparation of the 
underlying data supporting CO2 
reporting – and making the whole 
process more efficient.

• Reporting on a set of defined key 
performance and risk indicators 
that are agreed on with important 
stakeholders and communicated 
across the organisation.

• Giving investors an integrated and 
global view of what the organisa-
tion is doing to tackle its sustain-
ability challenges.

The breadth and depth of environ-
mental reporting requirements are only 
likely to grow in future, while increas-
ingly frequent information requests by 
stakeholders will mean that organisations 
must have reliable figures available on 
demand. The amount of historical data 
that needs to be retained will also increase 
as a result. All these trends, combined 
with a continuing lack of clearly defined 
performance measures, indicate that it 
would be a sensible decision for organisa-
tions to move the transaction processing 
elements of their CSR and sustainability 
reporting to a single location.

There is a growing consensus that 
sustainability cannot be ignored, because 
it has the potential to affect an organisa-
tion’s financial performance, its strate-
gic direction and its relationships with a 
wide range of stakeholders. The basis for 
the increasing relevance of sustainability 
– the threat posed to the environment 
from global warming and pressure on 

finite resources – is reflected in demands 
for action from the public, the media, 
employees, investors and other stake-
holders. Organisations that fail to adapt 
to changing environmental conditions 
risk damaging their reputation and losing 
business to competitors that are faster to 
adopt more sustainable practices.

For all organisations there are strong 
incentives to address these challenges 
now. Those that use finance SSCs have 
an opportunity to draw on some of the 
capabilities inherent in these centres. If 
they are harnessed correctly, an SSC’s 
resources can help a company’s decision-
makers to manage performance against 

sustainability objectives in an effective 
and co-ordinated way across the organi-
sation. n

Graham Stilwell ACMA is an executive 
consultant specialising in shared servic-
es and sustainability at Atos Consulting. 
CIMA has published a number of guides 
and reports on sustainability issues. They 
can be found at www.cimaglobal.com/
sustainability. This article first appeared 
in Financial Management, a monthly 
magazine published by CIMA (Chartered 
Institute of Management Accountants) for 
its members. 
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W hether you’re trying to 
climb the corporate lad-
der or adamant on break-
ing through that glass 
ceiling, getting to the top 

certainly isn’t easy. although it’s unfair, the 
best man (or woman) doesn’t necessarily 
win all the time. rather, the best-looking 
one stands a better chance.

good grooming has been a tactic for 
getting to the top since as far back as the 
Stone age, when hand-to-hand combat was 
usually won by the man who shaved (a 
painful effort aided only by the use of two 
shells clamped together a la the modern-
day tweezers), giving his opponent one less 
thing to grab on to. 

In those days, being clean-shaven wasn’t 
so much for vanity as it was an act of neces-
sity to ward off possible lice infestation and 
such. even today, good grooming is an act 
of survival! Professional swimmers remove 
body hair to shave fractions of a second off 
their best swim times. and body-builders 
shave themselves clean – and oil them-
selves - to achieve the perfect sheen as they 
flex their muscles for a panel of judges.

GOOD GrOOMING IS eSSeNTIaL TO 
 MaKING a POSITIVe aND LONG- LaSTING 

IMPreSSION aT THe  WOrKPLaCe.

Tidying up
your act

Anne Hashim
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In the corporate 
world, personal appear-
ance accounts for 55% 
of a good impression. 
How you dress and 
present yourself pro-
duces that critical first 
impression of who you are within the 
first few seconds of meeting. So it makes 
sense to invest some time and effort in 
the personal care you take to look good 
and smell fresh. 

In the 1940s, Procter and Gamble 
issued a checklist entitled “Girls’ Good 
Grooming Guide” which included basic 
reminders to be clean and neat.  The 
rules may be old-fashioned, but they still 
apply in modern times – to both men and 
women. 

conTRol yoUR haiR

Hair needs to be neat and clean, and 
styled in a fashion that suits the per-
son’s face. There was a time when eve-
ryone went crazy for “The Rachel” a la 

Jennifer Aniston in 
Friends. Prior to 
that, Britain’s royal 
fever had ladies 
emulating the 
“Princess Diana 
look” even if they 
had curly hair! It’s 
not about copy-
ing hairstyles; it’s 
about working with 
what you have. Too 
many curly-haired 
people want to 

straighten their hair, while the flat-headed 
ones want a perm. For once, embrace 
what you have and don’t fight it. Make it 
work, instead. Learn how to tame curls 
with anti-frizz products, or revive limp 
hair with a good volume serum. 

Some men continue to wear their 
hair in the style they had as a boy – in 
that mop top their mothers thought were 
super-adorable. Or worse, some forty-
somethings are copying the teenage style 
of combing forwards and spiking up, 
which is hardly age-appropriate if you’re 
not a celebrity. How about a good classic 
cut that’s tight on the sides and with a 
nice sharp part on the left?

While on the subject of hair, men 
will want to know what to do with their 
facial hair. While a clean shave will never 
go out of style, it’s okay to have a well-
trimmed goatee or a neat moustache. 
Both give off a debonair-ish air but the 
former is a more romantic take to the 
conservative style of the latter. There is 
another variant of facial hair style that’s 
called the soul patch, worn just beneath 
the lower lip and looks ever so dashing 
on those arty, soulful types. However, 
the soul patch and its rugged cousin, 
the manicured stubble (think Russell 
Crowe), are best left to those working 
in less conservative corporate establish-
ments. 

TIDyING uP yOur aCT

Oh, and one more thing, 
don’t forget to regularly 
trim unsightly nose and 
ear hair. It ain’t a pretty 
sight, especially if you 
are tall, and shorter peo-
ple have to look up at you 
into your bushy abyss.
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Oh, and one more thing, don’t forget 
to regularly trim unsightly nose and ear 
hair. It ain’t a pretty sight, especially if you 
are tall, and shorter people have to look 
up at you into your bushy abyss.

keep hanDS 
anD nailS neaT

Working in the corporate environment, 
hand-shaking can hardly be avoided, 
so do your clients a favour and keep 
your hands clean. Also, keep nails short, 
and please, guys, don’t spare the pinky 
finger! Long nails are only tolerable on 
the local DVD seller, not on someone 
who sits in an air-conditioned office on a 
nice leather swivel chair. Unless you’re 
a woman because women can get away 
with long, well-manicured nails, polished 
to a sheen or painted in a neutral colour 
like cream or pearl. Although you might 
want to express your personality with 
some graphic nail art or by sticking on 
some of those fun stickers on your nails, 
save them for the weekends, please 
ladies. 

Sweaty palms? Always have a hanky 
ready. There’s nothing that makes peo-
ple more squeamish than a wet hand-
shake!

Mark twain once said, “Clothes make the man. Naked people 
have little or no influence on society.” Unfair as that may seem, 
that’s a fact of business life. People sum you up within the first 
three seconds of meeting you, and spend the next 90 seconds 
trying to confirm their suspicions of you! 
So appearances do count, and in more ways than one. For the 
corporate world, a power suit is usually expected. and once 
you dress the part, you’ll automatically act the part! the power 
of dressing is that it transforms your inner state of mind, mak-
ing you feel more confident and in control. Besides, people will 
take you more seriously and you will give off an impression of 
authority and credibility which is always good in the business 
environment.

cloTheS makeTh The man (oR woman)
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gRooming cUTS 
acRoSS genDeR

Good grooming is becoming a trend 
among modern urban hunter gather-
ers, since, masculinity isn’t only about 
strength, honour and character anymore. 
The authors of The Future of Men, Marian 
Salzman, Ira Matathia and Ann O’Reilly, 
who helped popularise the term metro-
sexual, say that the modern man isn’t 
afraid of indulging themselves with a nice 
suit or a session at the wellness spa. It’s 
about looking good and feeling good, and 
gives off the sense that a man is respect-
ful of and sensitive or attentive to those in 
his presence. Look at Sean Combs (cur-
rently aka Diddy) in a three-piece suit, 
right down to a nicely-pressed shirt and 
a well-coordinated pocket square, which 
doesn’t detract from his masculinity. Suits 
also emphasise the sheer alpha male 
attractiveness of the current James Bond, 

Daniel Craig, who’s on GQ’s 2009 Top 50 
Best-Dressed list. 

These days, another term is also being 
bandied about: ubersexual. This is a man 
who demonstrates traditional manly traits 
together with the more feminine qualities 
associated with women, i.e. nurturance, 
communicativeness, and co-operation. 
Prime examples like U2’s Bono ooze of 
ubersexualism due to his compassion for 
the plight of Africans in poverty.

For all the attention we spend on per-
sonal grooming and appearances, there 
is another expression others may want 
to remind us of, “Don’t judge a book by 
its cover.” But the corporate world turns 
at a pretty fast pace and sometimes, the 
“cover” is all we have time to go by, so 
there’s really no harm in looking good 
and presentable. Just make sure you back 
up your appearance with a good work 
ethic and excellence at the workplace. 
Don’t just be a pretty face! n

C

M

Y

CM

MY

CY

CMY

K

Flexsystem_Dec09.pdf   1   11/17/09   10:00 AM

TIDyING uP yOur aCT



54     accountants today | February 2010

handling 

People 

conFRonTaTional people 
aRe eveRywheRe

Imagine that your neighbours are con-
stantly fighting. They wake you up in the 
middle of the night with their screams 
and curses. What do you say to them? 

In another scenario, your father might 
be unhappy about your career choice. He 
constantly criticises your work and points 
out what he thinks you should do. How 
do you deal with him?

And at the office, you might be having 
problems with a bully at your workplace. 
He is demanding you do part of his job 
without pay or credit. How do you handle 
it? 

Waiting and worrying, the most com-
mon “solution”, only allows the problem 
to get worse while giving you stress and 
shortening your life span. If you attack 
the person, at least you are trying to fix 
the problem. But attacks, rage or irra-
tional anger gives you a bad name, makes 
people afraid of you and reduces honest 
communication.

Isolating yourself from the problem 
or from the person is not always wise 
or practical. Losing employees, support-
ers and friends because you needlessly 
disassociate from them may reduce your 
stress, but you might also become lonely 
and poor. What next?

management+business

DIffICuLT SITuaTIONS are ParT Of eVeryONe’S LIfe. 
eMPLOyerS aND eMPLOyeeS CaNNOT GeT aLONG. 
ParTNerS fOreVer CLaSH OVer MONey. SPOuSeS CaN-
NOT reSOLVe DISaGreeMeNTS. If yOu IGNOre THeSe 
SITuaTIONS, THey CaN ONLy GeT WOrSe. eMPLOyeeS GeT 
fIreD, ParTNerSHIPS aND MarrIaGeS breaK uP, eVery-
ONe IS MISerabLe.

William Turnbull 
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HaNDLING CONfrONTaTIONaL PeOPLe 

The beST SolUTion iS To 
conFRonT anD hanDle 

people

Your ability to stand up to and confront 
and handle whatever comes the way of 
the organisation depends utterly on your 
ability and other individuals of the organi-
sation to stand up to, confront and handle 
what comes the individual’s way.

When you face and resolve the prob-
lem yourself, don’t you feel wonderful? 
You are in control of your life. You not 
only conquer the opposition, you con-
quer your fear. Few accomplishments are 
more satisfying than confronting some-
one who is difficult to face and handling 
the conflict.

how To conFRonT anD 
hanDle Someone

By getting organised and working out a 
plan of action, confronting and handling 
people becomes much easier. The key 
is your preparation. The success of any 
event is directly proportional to timely 
preparation. 

heRe aRe a Few TipS To 
pRepaRe yoURSelF FoR 

Dealing wiTh DiFFicUlT 
people:

l	Make the decision to face up to the 
person directly and by yourself.

l	 Write down the exact problem you 
need to handle and your goal for the con-
frontation. Examples of problems to be 
confronted that you might write down:
• “Joe is refusing to pay me despite our 

agreement.”
• “Marina is hurting office morale and 

causing me stress with her continual 
complaining.”

• “Chan is supposedly telling people that my 
work is inferior and I am dishonest.”

• Once you specifically name or identify 
the problem, write down a goal for the 
meeting. “By the end of the meeting, I 
want . . . .”. 

These are examples of goals or objec-
tives you might want as a result of a confron-
tation: “Joe pays me in full.” “Marina stops 
complaining or leaves.” “Learn the truth 
about Chan’s comments and if true, get him 
to stop it.” In some cases, your objective 
may also state: “Figure out if I want this per-
son as a partner/employee/boss/friend.”

l Write down a Plan or List of Points 
You Need to Make to Support Your Goal: 
Facts, Reasons and explanations you may 
need the other person to understand. List 
the points in order of priority or impor-
tance. For example, to get Joe to under-
stand why he must pay you, you might 
make these points:
A.  Joe requested the service.
B.  Joe signed an agreement to pay for the  

service.

C.  We provided the service as promised.
D.  Joe was happy with the service; etc.

l Write down objections, reactions or 
disagreements the other person may 
have… include everything you fear might 
happen during the meeting. Putting spe-
cific concerns and fears in writing reduc-
es their impact on you. For each objec-
tion, reaction or disagreement you expect 
will happen, write a solution of how you 
will deal with each.

l Organise your notes and gather sup-
portive documents.

l Arrange the meeting where you will 
not be disturbed, preferably in a space 
you control.

l Start the meeting.
A.  Look at the person directly in the eye.
B. Explain the specific problem you want 

to resolve as you noted in Step 2.
C.  Go over your first point on the list from 

Step 3.
D.  Listen carefully to the other person and 

make certain they feel understood.
E.  Hold a position on your points.
F.  Use your solutions to their reactions as 

you worked out in Step 4.
G.  Continue describing your points and  

listening to the person’s side.
H.  Do not give up. Communicate and per-

sist for as long as it takes to reach your 
goal.

The more frequently you confront and 
handle difficult people, the easier it 
becomes. The amount of time it takes 
to prepare for a confrontation decreases. 
You become strong and tough.

When you confront and handle eve-
ryone around you, people respect you 
for your courage, honesty and control. 
Your associates, employees or co-workers 
follow your example and become more 
productive. Your enemies either become 
harmless or become friends.

Taking positive organised action, 
despite fear, is the kind of courage all suc-
cessful people must have to succeed. It’s 
time for you to stand up for yourself. n

1

2

3

4

5

6

7
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KNOWLeDGe SHarING IS Key TO SMe GrOWTH

A s the world becomes 
smaller and competition 
f r o m  e m e r g i n g 
economies intensifies, 
the importance of being a 

Knowledge Economy is pertinent to 
many countries.

With so many countries now 
competing to make knowledge a major 
commodity, Malaysia will have to stay 
ahead of the game if it wants to position 
itself as a thought leader in the Asia-
Pacific region. The key to achieving this 
is knowledge sharing at all levels, from 
multinational enterprises to small and 
medium enterprises (SMEs).

For SMEs, developing channels for 
effective knowledge 
sharing is crucial. With 
SMEs under constant 
pressure to keep costs 
low, the opportunities 
for cost savings from 
knowledge sharing and 
pooling resources 
cannot be overlooked. 
One area in which 
SMEs can clearly 
benefit from knowledge 
sharing is good practice. Implementing 
the right processes as part of everyday 
business practice puts a business in the 
best position for future growth. However, 
many businesses ‘reinvent the wheel’ 
each year in developing their good 
practice policies and procedures.

CPA Australia’s Good Practice Guide 
in Asia allows SMEs greater access to 
knowledge exchange. Based on the 
Wikipedia model, this online resource 
provides a hub for Asian organisations to 
upload documented procedures, 
analytical tools, case studies and policy 
templates that represent good practice 
in all areas of business management.

Importantly, however, all content on 
the CPA Australia’s Good Practice Guide 
will be reviewed by a dedicated committee, 
to ensure it is relevant and up-to-date, so 
users can rely on the information to make 
informed decisions.

The guide’s online knowledge sharing 
format enables users to search easily for 

information relevant to their day-to-day 
activities and to find out how others 
employ good practice in those areas. In 
addition, it allows for feedback and 
updates, all aimed at helping to build the 
quality of information available.

The guide addresses a 
comprehensive range of business 
functions, including effective reporting to 
Boards and running effective Board 
meetings. It also includes a guide to 
ensuring effective governance around IT 
issues, along with broader governance 
issues as they surface in the corporate 
world.

Some key tips for small business that 
can be found in the guide include: Analyse 

your debtors so you know 
which debtors to 
concentrate your collection 
activities on. A surprisingly 
high proportion of small 
businesses do not chase up 
late payers.

This Good Practice 
Guide is knowledge 
sharing at its best. With so 
many CPA Australia 
members operating as 

CFOs, finance managers and senior 
accountants in various organisations, it 
is likely that these good practices will 
filter through to all aspects of business 
activity, from the top level to the 
everyday.

Good practice can serve to protect a 
business during less certain economic 
times, making it more likely to not only 
survive but thrive. As we move into a 
period of great uncertainty, the value of 
resources such as the Good Practice 
Guide is amplified. SMEs should harness 
the knowledge sharing environment that 
exists in Malaysia in order to become 
more effective in all areas of business.

CPA Australia’s Good Practice Guide 
is currently accessible to members and 
the public. n

This article was contributed by CPA 
Australia. For more information, visit 
www.cpaaustralia.com.au

n  Make sure you undertake 
reconciliations of not only your 
bank account but also your 
creditors, debtors and stock. This 
provides the checks and balances 
you need in your business to 
control these fundamental areas.

n 			 Make sure the assets you hold are 
recorded in an asset register. This 
again is a check and balance you 
should use to control your 
business.

n 		 Prepare a budget and review it 
monthly. Preparing and reviewing 
budgets allows you to identify 
issues early and respond quickly.

n 	 Use the financial reports that 
good financial management 
produces not only to meet your 
compliance obligations but also 
to allow you to analyse your 
business and compare it to 
industry benchmarks.

n 			 Prepare a cash flow forecast. 
Without cash, your business will 
fail. A cash flow forecast will give 
you an early indication of whether 
you are heading into difficulties, 
so you can act early.

n 			 Review the terms of trade you 
have with customers. With the 
current uncertainty in key global 
economies such as the US, it is 
time to review your terms of trade 
so late payment does not get out 
of hand. For example, you could 
incorporate incentives into your 
terms of trade to encourage early 
payment.

Good 

pracTIce 

GUIde

ImplementIng the 
rIght processes 

as part of 
everyday 

busIness practIce 
puts a busIness 

In the best 
posItIon for 

future growth.
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Over the recent Christmas 
season sale, graduate student 
Rosa Sta Maria was busily 
shopping for stocking fillers 
just like everyone else. But 

unlike most people, Rosa was keen to 
make her spending count. “It’s easy to 
get caught up in the whole heady festive 
atmosphere, but it was also important 
for me to find gifts that had more value 
attached to it.”

Her diligent gift-giving research 
brought her to the Swedish, furniture 
purveyor, IKEA, where she bought a 
trolley-load of the company’s SUNNAN 
solar-powered LED lamps. Not only did 
it come in a cute collection of colours, 
but Rosa warmed up to the knowledge 
that for each lamp she purchased, IKEA, 
through UNICEF, was helping her 

donate the same to a child living without 
electricity in a refugee camp somewhere 
in the world. (The campaign is worldwide 
and for Malaysia ends August 2010). For 
Rosa, it was the perfect gift. 
Charity has never been so 
easy. 

IKEA is not the only 
company practising corporate 
generosity and making 
charitable giving easy for 
consumers. Starbucks in the 
US, Canada, UK and Ireland 
work around (Starbucks) 
RED, a specially-designed 
range of coffee tumblers and water 
bottles, where the company contributes 
US$1 from every purchase to help fight 
AIDS in Africa through Global Fund. 
Estee Lauder Malaysia, in its annual 

breast cancer awareness campaign, last 
year offered a range of limited edition 
makeup palettes and cosmetics, allowing 

consumers to purchase 
and indirectly donate to 
the cause. Under the 
Estee Lauder Group of 
Companies Malaysia, 
it has to date donated 
over RM1 million to the 
Breast Cancer Welfare 
Association and more 
recently, the Cancer 
Research Initiatives 

Foundation.  
Initiatives such as these, where 

consumers can perform a good deed 
painlessly and more importantly – 
automatically, have become a common 
trend known today as ‘embedded 

COMbINING TraDITIONaL MarKeTING TaCTICS WITH 
SOCIaL eTHICS HaS beCOMe a NeW Way Of DOING 
buSINeSS. MOre aND MOre buSINeSSeS are eMbeDDING 
CHarITabLe PrINCIPLeS INTO THeIr PrODuCTS aND SerVICeS TO 
reaCH DISCerNING CONSuMerS WHO WaNT THeIr PurCHaSeS 
TO beNefIT THe GreaTer GOOD, WHILe fuLfILLING THeIr COrPOraTe 
SOCIaL reSPONSIbILITy. 
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buSINeSSeS baNK ON CHarITabLe CONSuMPTION

generosity’. With the economy hitting 
people everywhere, buying with a 
purpose allows consumers to give back 
to society, or the planet, in a manner that 
takes minimal effort.

ll

anD coRpoRaTionS aRe 
Taking noTice

There has never been a more apt platform 
for corporations to initiate their triple-
bottom-line business practices than with 
this value shift. Combining traditional 
marketing tactics with social ethics has 
become a new way of doing business. 
And in the present economic climate, one 
might even argue, a matter of survival. 
Last year, public relations company 
Edelman released a revealing study on 

c o n s u m e r 
b u y i n g 
power and 
its effects on companies. 
In the study, 67 per cent of correspondents 
worldwide said as consumers they would 
switch brands if another brand of similar 
quality supported a good cause. Of the 
same group, 57 per cent of consumers 
said they would patronise a business or 
buy a brand based on the good causes it 
supports.

While some may argue that the trend 
encourages people to buy unnecessarily, 
others welcome the opportunity to give 
something back in a sort of couch-potato 
way. Says researcher Liza Rahman, 
“Consumers always have a choice. The 
purchasing power lies with you. So if you 
think you’d be wasting money by buying 

something you’d otherwise not need, 
there are other ways in which you can 
still contribute.” She cites the example 
of Nokia Malaysia’s phone recycling 
programme. With kiosks available in 
most states and accepting mobile phones 
of any brand, Nokia pledges to plant a 
tree for you in Indonesia. 

There is also another side to the 
trend that makes it more than just a fad. 
Ample research lists the positive effects 
of giving charity. Syracuse University’s 
public administration professor, Arthur 
C. Brooks, explained in his book, Who 
Really Cares?: The Surprising Truth 
About Compassionate Conservatism 
that giving makes people happy. It also 
reportedly buys them more happiness 
than if they were to spend that same 
amount on themselves. 

Shopping for a cause is indeed 
nothing new.  Yet, the way companies 
have embraced the embedded generosity 
trend speaks volumes about how 
consumers are being courted. No longer 

are these appeals made in the 
traditional individuals-in-need 

images to plead at the core of 
consumers’ guilt and sadness; 
rather, campaigns have become 

forward thinking, and some might 
even say fashionable – playing up 
on consumers’ feel good factor for 
instant gratification. Perhaps Bono, 

U2’s frontman and the (RED) brand 
founder, summed it up best when 
he launched the RED concept at 

the World Economic Forum Annual 
Meeting 2006 by saying, “(RED) is about 
doing what you enjoy and doing good at 
the same time.” (RED products support 
the Global Fund’s research that includes 
AIDS, malaria and tuberculosis in Africa / 
www.joinred.com). 

What then can consumers look 
forward to in 2010? Firstly, don’t strike 
off embedded generosity as just a 
passing trend. Innovative and exciting 
campaigns from companies will lead the 
way and, consumers, on the other hand, 
have a better hand at revolutionising the 
way giving charity is done in the 21st 
century. n

... buying with a purpose allows consumers to give back to society, or the planet, in a manner that takes minimal effort.
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N o one ever turns 
up their noses 
at markets. We 
all know why 
tourists love 

them. Great bargains, nifty 
knick knacks, flavoursome 
food, and an overall souvenir 
jaunt that’s kind to the wal-
let.  Even if you’re the sort of 
thoroughbred tourist forever 
diecast in anything designer, 
you’d still make your way to a 
market. Markets are a people 
magnet in that way.

There’s no secret why 
locals love their markets. 

Who wouldn’t, when morn-
ing coffee gets served with 
a slice of gossip on the side? 
It’s everyone’s version of their 
own Wisteria Lane; its daily 
cast a melange of desperate 
housewives, bluestockinged 
barristers and reticent reti-
rees turned freedom fight-
ers. If you’re a tourist, you’d 
never come out of a market 
culturally handicapped. There 
will be a part of you that’s 
been enriched by the experi-
ence, whether by sipping that 
home-brewed coffee or watch-
ing the locals at their rawest. 

Perhaps no other coun-
try does markets better than 
the Thais. Its floating mar-
kets, a watercolour patch-
work of peddlers on sampans, 
tug at our romantic heart-
strings. The capital’s colossal 
Chatuchak weekend bazaar, 
though mind-boggling in 
its layout, entices us to be 
adventurous. Then there’s the 
decade-old Klong Suan mar-
ket, a collection of traditional 
Thai wooden shophouses that 
look gloriously alive despite 
its advancing age. 

For the longest time, it 

lifestyle | TraVeL

Old, but not forgotten
if walls could talk, this market could spin a story 

 worthy of a thousand fairy tales.
Anis Ramli
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was the weekend jaunt for 
homesick and jaded Bangkok 
locals. Klong Suan serves up 
home, or at least memories 
of it, on a platter. Homemade 
noodles, desserts made fresh 
that morning, and feel-good 
food like pot stewed duck and 
tom yam that’s not from a 
compressed cube. Shops have 
a homely feel, neighbours 
have known each other for 
decades, and it’s just a great 
overall feeling to amble along 
its hallowed halls.

When Somboon Suthaving 
first heard of Klong Suan, 
he confessed to being blasé 
about the whole notion. He is 
your typical Bangkok resident 
who literally wakes up to the 
smell of coffee in the morn-
ing. In his case, that happens 
to be Starbucks. Expecting 
another tourist trap filled with 
kitschy souvenirs, his first 
visit was instead a revelation. 
“I met up with this septuage-

narian who still makes cof-
fee the traditional way. I grew 
up with this thing and never 
thought I’d find it again!” That 
‘thing’ happens to be the local 
Thai coffee, known as kafe 
boran, made from freshly 
ground coffee beans filtered 

in a long sock and drunk with 
lashings of condensed milk. If 
you think your latte gives you 
a kick, this one whacks you to 
life in no time.

In fact, the coffee shop 
owner, fondly known as Pae 
Lee (Grandpa Lee), is today 

somewhat of a celebrity. His 
boyish grin is plastered across 
local papers and foreign maga-
zines representing the essence 
of traditional businesses. 
Dressed in his ubiquitous 
white singlet top and over-
sized, old-fashioned rounded 
glasses, he is the poster child 
of Klong Suan. He speaks 
with pride of the shop that 
has been his home at the mar-
ket since the 1930s. He pooh-
poohs the growing corporate 
fascists who turn the fine art 
of coffee making into nothing 
more than tasteless takeaways 
in cheap cardboard cups and 
never takes a day off, continu-
ing to brew his favourite bever-
age at five every morning.

One can spend hours at 
the market browsing through 
its hallowed halls and quaint 
shops. There is even a barber 
that delivers a pretty good 
cut for less the amount it 
costs in Bangkok. Undeniably 

OLD, buT NOT fOrGOTTeN

“I met up with this septuagenarian who still makes cof fee the traditional way. I grew up 
with this thing and never thought I’d find it again!” That ‘thing’ happens to be the local Thai 

cof fee, known as kafe boran, made from freshly ground cof fee beans filtered in a long sock 
and drunk with lashings of condensed milk. If you think your latte gives you a kick, this one 

whacks you to life in no time.
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though, it is the food stalls 
that beckon visitors, with its 
glorious clouds of steam and 
enticing aroma. The tom yam 
here is reportedly the best in 
the district and there are also 
bowls of noodles swimming 
in hearty beef broth. Thai col-
ourful desserts, known as luk 
choop, green mung beans des-
sert shaped to resemble small 
fruits and vegetables, can eas-
ily be found here. The dif-
ference from the ones found 
elsewhere however is in the 

appearance, with those sold at 
the market displaying a finer 
degree of finishing. The Baan 
Pa-Nue restaurant by the 
river is also a favourite with 
locals and visitors. Dishes are 
a mix of Chinese and Thai 
influence, with recipes that 
reportedly date as far back as 
the market itself.

It just takes under an hour 
from the city to Klong Suan 
in Chachoengsao province or, 
from Suvarnabhumi Airport, 
a taxi ride that is just under 30 

minutes. Straddling the banks 
of Prawetburirum canal, you 
can either get here by road, 
or make a grand entrance 
with much aplomb on a boat. 
Those with a flair for theatrics 
would love the latter; where 
wooden cruise boats sail non-
chalantly up the river as you 
lounge and watch the river life 
unfold at a leisurely pace.  For 
the best time to visit, come 
during the weekdays when 
the shops and stalls are at 
their busiest. n

One can spend hours at the market browsing through its hallowed halls and quaint 
shops. There is even a barber that delivers a pretty good cut for less the amount it costs 

in Bangkok. Undeniably though, it is the food stalls that beckon visitors, with its glorious 
clouds of steam and enticing aroma. 

OLD, buT NOT fOrGOTTeN
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Location Date Programme titLes sPeaker Venue 
Fee 
(rm) 

cPe 
Hours

remarks

February 2010

klang Valley 2 & 3 Feb Financial instruments : Frs 139, Frs 132, Frs 7 & iFrs 9 Danny tan concorde Hotel kL 950 16 HrDF claimable

3 February module 3: islamic capital market Prof. Dr. obiyathulla 
ismath Bacha

Lanai kijang, Bank negara 
malaysia

800 8 HrDF claimable

4 & 5 Feb Financial instruments - Preparing to implemenent Frs 139 & iFrs 9 Danny tan concorde Hotel kL 900 16 HrDF claimable

4 & 5 Feb corporate entity Valuation Hari ramulu concorde Hotel kL 800 16 HrDF claimable

8 & 9 Feb transform to Perform - the new emerging Finance Leaders Bryan ng istana Hotel 1100 16 HrDF claimable

9 February real Property gains tax (rPgt) - implications and exemptions chow chee Yen concorde Hotel kL 400 8

9 & 10 Feb Budget and Variance analysis modelling for accountants kok Yee Lan training choice kL 1100 16 HrDF claimable

9 & 10 Feb Practical audit series (Basic Level) ramesh ruben Hilton Petaling Jaya 700 16 smecorp subsidy

22 & 23 Feb Deferred taxation Danny tan concorde Hotel kL 950 16 HrDF claimable

23 & 24 
February

Preparation of group accounts (covering Frs 127, Frs 128, Frs 131 & Frs 3) Woon chin chan & 
tan Liong tong

Hilton Petaling Jaya 1000 16 HrDF claimable

23 & 24 Feb strategic cost management technique for Profit improvement and maximisation kenneth tam Hilton Petaling Jaya 900 16 HrDF claimable

24 Feb corporate governance guide - towards Boardroom excellence Lee min on, tan 
kim chuan & mohd 
khaidzir shahari

istana Hotel 650 8

24 Feb impairment of assets Danny tan concorde Hotel kL 500 16 HrDF claimable

24 & 25 Feb Financial essentials for non-Financial Professionals s. Yoga thevan concorde Hotel kL 800 16 smecorp subsidy 

25 February applying test of controls & analytical Procedures in audit ramesh ruben 
Louis

Hotel istana kuala Lumpur 400 8

northern 
region 

4 & 5 Feb Fundamental of Budgeting and cash Flow Forecasting kenneth tam Heritage Hotel ipoh 900 16 HrDF claimable

8 & 9 Feb strategic cost management technique for Profit improvement and maximisation kenneth tam traders Hotel Penang 900 16 HrDF claimable

10 February real Property gains tax (rPgt) - implications and exemptions chow chee Yen Heritage Hotel ipoh 400 8

11 February real Property gains tax (rPgt) - implications and exemptions chow chee Yen evergreen Laurel Hotel 
Penang

400 8

23 February applying test of controls & analytical Procedures in audit ramesh ruben 
Louis

traders Hotel Penang 400 8

east 
malaysia 

1 & 2 
February

 Business strategies Development and implementation tan kok tee grand margherita kuching 800 16 HrDF claimable

marcH 2010

klang Valley 2 & 3 march understanding Fair Value accounting Practice Danny tan concorde Hotel, kL 900 16 HrDF claimable

3 march module 4: islamic Wealth Planning Prof. Datuk. Dr. 
kamaruddin shariff

Lanai kijang, Bank negara 
malaysia

800 8 HrDF claimable

4 march audit Peak Pointers Janise Lee mia 180 4

4 & 5 march Balancing Financial reporting conformance for effective Board assurance Boey tak kong Hotel istana kuala Lumpur 900 16 HrDF & siDc

4 & 5 march Preparing & Presenting Financial statements : a Preparers’ Perspective Danny tan concorde Hotel, kL tba 16 HrDF claimable

4 & 5 march maximising tax Benefits from 2010 Budget Proposals, including new Public rulings 
and tax updates

sivaram nagappan Hotel istana kuala Lumpur 900 16 HrDF claimable

8 & 9 march Financial evaluation of overseas investment Lim chor ghee Hilton Petaling Jaya 1000 16 HrDF claimable

8 & 9 march reinventing end to end  Working capital management tan kok tee Hilton Petaling Jaya 1000 16 HrDF claimable

9 march new era of Financial reporting for Developers (iFric 15) Dr. nordin Zain 
& selvarajah 
Jebaretnam 

Parkroyal kuala Lumpur 800 8

9 march corporate insolvency & restructuring Dato’ gan ah tee, 
mok chew Yin, ong 
Hock an & Wong 
chee Lin

Hotel istana kuala Lumpur 500 8

2010 caLenDar oF mia ProFessionaL DeVeLoPment centre (mPDc) training Programmes
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2010 caLenDar oF mia ProFessionaL DeVeLoPment centre (mPDc) training Programmes

Location Date Programme titLes sPeaker Venue 
Fee 
(rm) 

cPe 
Hours

remarks

9 & 10 
march

coaching skills for accountants coach abd. aziz Bin 
kassim

Hilton Petaling Jaya 1200 16 HrDF claimable

10 & 11 
march

risk management through effective internal control ramesh ruben 
Louis 

Hotel istana kuala Lumpur 900 16 HrDF claimable

10 & 11 mar Practical accounting Principles & Practices kenneth tham concorde Hotel kL 800 16 HrDF claimable

10 & 11 mar intergrating Financial Data and reports Presentation for accountants kok Yee Lan Pentawise sdn Bhd kL 1100 16 HrDF claimable

3 march the audit oversight Board & ethical Dimensions on credibility of Public accountants various securities commission kL 400 8 HrDF claimable

23 & 24 
march

Beneath the numbers: Forensics a Lethal equilibrium mildred Lopez, 
richard thornton & 
choo Po ming

Best Western Premier sri 
Pacific kL

3600 16

17 march module 5: islamic economics, ethics and governance Prof. Dr. syed abdul 
Hamid alJunid

Lanai kijang, Bank negara 
malaysia

800 8 HrDF claimable

17 & 18 mar advanced Practical accounting Principles & Practices kenneth tham concorde Hotel kL 900 16 HrDF claimable

18 & 19 
march 

Financial instruments: recognition, measurement, Presentation and Disclosures-Frs 
139, Frs 132, Frs 7, amendments & iFrs 9

Woon chin chan & 
tan Liong tong

concorde Hotel kL 1100 16 HrDF claimable

23 & 24 mar Practical audit series (intermediate Level) ramesh ruben Hilton Petaling Jaya 800 16 smecorp subsidy

24 march real Property gains tax (rPgt) - implications and exemptions chow chee Yen Hilton Petaling Jaya 400 8

24 march Financial reporting standards for Private entities in malaysia Danny tan concorde Hotel kL 400 8 HrDF claimable

24 march corporate governance guide - towards Boardroom execellence Lee min on, tan 
kim chuan & mohd 
khaidzir shahari

Hilton Petaling Jaya 650 8

25 march goods and services tax (gst) subromaniam 
tholasy, tan eng 
Yew, robin chia, Lim 
chor ghee

tba tba 8

25 & 26 mar Business combinations & Preparing group Financial statements Danny tan concorde Hotel kL tba 16 HrDF claimable

29 & 30 mar Building Financial models for Decision-making Bryan ng training choice kL 1,100 16 HrDF claimable

29 & 30 mar Deferred taxation Danny tan concorde Hotel kL 950 16 HrDF claimable

30 march Private Financial indicators (PFi) various speakers kuala Lumpur convention 
centre (kLcc)

tba 8

31 march & 
1 april

Financial instruments: Frs 139, Frs 132, Frs 7 & iFrs 9 Danny tan concorde Hotel kL 950 16 HrDF claimable

northern 
region

15 & 16 
march

an entrepreneurial approach to credit management & Debt recovery Dr. steven Liew impiana casuarina Hotel 
ipoh

800 16 HrDF claimable

24 & 25 mar tax Planning for employers and Hr managers krishnan ksm Penang (tBa) 800 16 HrDF claimable

southern 
region

16 march corporate governance guide - towards Boardroom excellence Lee min on, tan 
kim chuan & mohd 
khaidzir shahari

mutiara Johor Bahru 650 8

east 
malaysia

17 march real Property gains tax (rPgt) - implications and exemptions chow chee Yen shangri-La tg aru resort & 
spa kota kinabalu

400 8

18 march real Property gains tax (rPgt) - implications and exemptions chow chee Yen Hilton kuching 400 8

22 & 23 
march

key Performance indicators (kPi) and Performance management Dr. krishna shangri-La tg aru resort & 
spa kota kinabalu

800 16 HrDF claimable

PROUD HOST: For Further InFormatIon Please maIl, Fax or e-maIl to:

MIA Professional Development Centre (MPDC)
Malaysia Institute of Accountants
Dewan Akauntan, 2, Jalan Tun Sambanthan 3, 
Brickfields, 50470 Kuala Lumpur
Tel: +603-2279 9200  Fax: +603-2273 5167
e-mail: mpdc@mia.org.my   Homepage: www.mia.org.my
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