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n To develop, support and monitor quality 

and expertise consistent with global best 
practice in the accountancy profession for 
the interest of stakeholders.

Section 6 of the Accountants Act 1967 (the 
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shall be:
•  To determine the qualifications of persons 

for admission as members;
•  To provide for the training and education; 

by the Institute or any other body, of 
persons practising or intending to practice 
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•  To approve the MIA Qualifying Examination 
(QE) and to regulate and supervise the 
conduct of that Examination;

•  To regulate the practice of the profession of 
accountancy in Malaysia;

•  To promote, in any manner it thinks fit, the 
interest of the profession of accountancy in 
Malaysia;

•  To render pecuniary or other assistance to 
members or their dependents as it thinks fit 
with a view to protecting or promoting the 
welfare of members; and

•  Generally to do such acts as it thinks fit 
for the purpose of achieving any of the 
aforesaid objectives.
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AccounTAnTs TodAy  •  editor’s note

the rise of asean

2015 marks the launch of the ASEAN Economic 
Community (AEC), a ground-breaking initiative 
to stimulate regional development by integrat-
ing ASEAN’s 10 nations into a single market 
comprising more than 600 million people and 

valued at approximately USD2 trillion in GDP. 
Apart from fuelling regional economic growth, the 

Institute anticipates that the AEC will have significant 
impact on our members and all professional accountants 
in the region, as ASEAN liberalisation and harmonisation 
will drive demand for accounting services and talent. 
Appropriately, this issue focuses on the AEC’s potentials 
and challenges for the profession, 
particularly the impact of the ASEAN 
Mutual Recognition Arrangement 
(MRA) on Accountancy Services, 
which aims to enable the freer move-
ment of skilled accounting talent. 
Accountants Today also managed to 
glean insights into the AEC from the 
President of the ASEAN Federation of 
Accountants (AFA), the highly-experi-
enced and respected Madam Estelita 
Aguirre who is heavily involved in 
promoting the AEC. Do check out the 
inspirational profile of this remark-
able doyenne of accounting, who has 
spread her wings beyond taxation and 
accounting to business, government 
and leadership. 

Reporting reform is another revolution sweeping 
the profession, which will affect accountants indelibly. 
Accountants and organisations are being exhorted to 
practise integrated thinking through integrated reporting 
(IR), and to adopt sustainable approaches through the 
implementation of sustainability reporting principles, such 
as those championed by the Global Reporting Initiative 
(GRI) G4 framework. This issue shines the spotlight on 
both. While GRI and IR are not the same, both promote 
sustainable approaches to business and transparent high-

quality reporting. Both encourage accountants 
and enterprises to look at their inputs and out-
comes using both financial and non-financial 
lens, and to disclose strategy, comparative per-

formance, and targets, in addition to historical disclosure. 
This transition will not be easy to make given the nature 
of accounting training, but the Institute is committed to 
providing our members and accountants with the relevant 
and most up-to-date knowledge and tools on reporting that 
comply with new reporting frameworks and stakeholder 
expectations. 

Other important issues covered in these pages include 
GST and technology. This month’s GST instalments focus 
on GST and insolvency as well as revisions to the GST 
gift rule. We hope such commentary will help our mem-
bers make a smooth transition to this new consumption 

taxation system, and hence support 
the government’s fiscal objectives. 
Equally critical is for accountants to 
embed technology in work and life to 
improve learning and performance. 
We assess some of the most usable 
apps and cloud computing tools to 
see how technology can be further 
integrated across all dimensions of 
accounting roles to drive productivity.

Although the New Year has come 
and gone, it would be great if we 
could retain that New Year spirit of 
renewal and cleansing to change our 
learned behaviours and jettison scle-
rotic habits. Just as ASEAN is expand-
ing its horizons, we too should move 
in tandem to leverage new develop-

ments, take stock of our strengths and weaknesses, 
and plug the gaps in our competencies and knowledge 
through continuous learning and improvement. It’s high 
time that Malaysians shed our limitations, think big, and 
think differently in order to compete in a vast new market 
with porous borders, and to win in the new ASEAN era. n

Has there ever been a more exhilarating time to be an 
accountant in ASEAN? 

asean 
liberalisation 

and 
harmonisation 

Will drive 
demand for 
aCCountinG 

serviCes and 
talent. 

Happy Reading!
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If all goes according to plan, the region will experience 
enviable growth. Fundamentally, the AEC aims to elevate and 
integrate the disparate economies of the 10 ASEAN countries 
into a single influential market. The AEC is projected to com-
prise more than 600 million people, with a combined gross 
domestic product (GDP) of US$2 trillion, making it a heavy-
weight international bloc. 

The freer, unhindered movement of capi-
tal, resources, goods and services, and skilled 
labour within the region will be imperative to 
AEC’s success. Specifically, the signing of the 
ASEAN Mutual Recognition Arrangement 
(MRA) on Accountancy Services is the criti-
cal step which will enable the freer movement 
of accounting professionals in the region. 
This means accountants with the right skills, 
qualifications and work experience will be 
eligible to work in any of the AEC member 
nations.

Following the signing of this MRA on 
Accountancy Services, the crucial next step will be implemen-
tation and operationalisation. ASEAN members will need to 
form the Monitoring Committee and prepare the assessment 
statement, before the registration of accountants in the respec-
tive host countries takes place. 

As part of its commitment to fuelling development through 
regional cooperation, Malaysia has welcomed skilled foreign 
accountants even prior to the AEC’s establishment. Malaysia 
has been registering foreign accountants since the enactment 
of the Accountants Act in 1967, and the Government’s sub-
sequent liberalisation of the accountancy profession in 2012. 
Currently, there are 120 qualified foreign accountants regis-
tered with the Malaysian Institute of Accountants (MIA). The 

Act also recognises a number of 
foreign professional qualifications.

Post-AEC, Malaysia will open 
its doors to even greater numbers 
of qualified foreign accountants. 
Strategically, Malaysia welcomes 
the launching of the AEC and the 
MRA on Accountancy Services to 

help quench our thirst for talent. It is projected that Malaysia 
needs at least 60,000 qualified accountants to meet market 
demand and achieve high-income developed nation status by 
2020. Currently, more than 31,000 accountants are registered 
with the MIA, meaning there is a shortfall of several thousand 
skilled accountants. Apart from growing our own local talent 

pool – a lengthy and arduous process - hiring 
competent foreign accountants can be a solu-
tion to the skills crunch and inject invaluable 
diversity into the workforce.

Understandably, importing high-calibre 
foreign talent can be threatening for incum-
bent accountants. But there is no escaping 
the reality that the AEC will create a more 
level, open and competitive playing field in 
Malaysia and ASEAN. 

The Institute is committed to helping our 
members thrive in a more liberalised and 
integrated environment post-AEC. Indeed, 
we encourage our members and all accoun-

tants to take advantage of the Institute’s continuing profes-
sional development programmes to improve and raise the bar 
for the Malaysian profession. Do strive to continuously adapt 
to the changing needs of business and keep abreast of the 
latest developments in the accountancy profession and the 
external environment. Only through embracing change posi-
tively can we remain relevant and competitive in a challenging 
landscape.

At the end of the day, we need to be better prepared, 
overcome our differences, and collaborate and cooperate 
more smoothly to build a more dynamic and forward-looking 
accountancy profession, one which will march in lockstep with 
the AEC as its key partner and supporter. n

The ambitious and innovative ASEAN Economic Community 
(AEC) looks set to transform the regional landscape in 2015. 
And as a key provider of essential financial and business 
services, the accountancy profession has a starring role in 
crafting ASEAN’s sensational growth story.

stayinG Competitive 
in a borderless 
asean

 malaysia 
Will open 

its doors to 
even Greater 
numbers of 

qualified 
foreiGn 

aCCountants.

president says   |  dATuk JohAn idris
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trends to note
Economic and political outlook in and around the world

 COUNTRIES IN ASIA that are 
net oil importers could see an 
additional 0.5 percentage points of 
growth in gross domestic product 
(GDP) in 2015 if prices remain low, 
according to ADB’s December 
2014 Asian Development Outlook 
Supplement.
A drop in the annual average 
oil prices by about 20% in 2015 
compared to the 2014 average 
will increase GDP growth by 0.5 
percentage points in the People’s 
Republic of China (PRC) and 
0.3 percentage points in other 
emerging Asian countries. For 
oil-exporting countries, the price 
declines will likely cut growth rates.

REfORm WindOW
Low oil prices enable the 
reduction or removal of energy 
subsidies with less hardship than 
would have taken place with high 
oil prices, and the savings can 
be channelled to development 
programmes e.g. infrastructure. 
ADB estimates that in Indonesia 
the fuel subsidy cut could amount 
to uS$15 – 20 billion a year. “$20 
billion is about 2% of GDP and 
more than the size of government 
capital expenditure in 2013,” said 
ADB Deputy Country Director in 
Indonesia, Edimon Ginting. 
Likewise, the drop in oil prices 
is creating substantial savings in 
the small island economies of 
Palau, which has net fuel imports 
equivalent to nearly 22% of its 
GDP, and the Maldives, with net 
imports of fuel amounting to 
almost 15% of GDP.

fAlling Oil PRiCEs
Who WiNS
iN ASiA? 

In January 2015, the International 
Auditing and Assurance Standards 
Board (IAASB) released its new 
and revised Auditor Reporting 
Standards, designed to significantly 
enhance auditor’s reports for 
investors and other users of 
financial statements.

The most notable enhancement 
is the new requirement for 
auditors of listed entities’ financial 
statements to communicate ”Key 
Audit Matters”—those matters that 
auditors view as most significant, 
with an explanation of how they 

were addressed in the audit. The 
IAASB has also taken steps to 
increase the auditor’s focus on 
going concern matters, including 
disclosures in the financial 
statements, and add more 
transparency in the 
auditor’s report about 
the auditor’s work. 

The new and revised 
Auditor Reporting 
Standards will be effective 
for audits of financial 
statements for periods ending on 
or after 15 December 2016.

EnhancEd auditor rEporting
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Audit Committees around the world said economic and 
political uncertainty and volatility, regulatory compliance, and 
operational risk pose the greatest challenges for companies in 
the year ahead, according to a new survey from KPMG of 1,500 
Audit Committee members in 36 countries. For the second 
straight year, they also said it is increasingly difficult, given the 
Audit Committee’s time and expertise, to oversee major risks in 
addition to financial reporting. 

Asked which issues will require more attention in 2015, 
survey respondents cited cybersecurity and the pace of 
technology change, risk management and operational risk, 
and regulatory compliance. 

To cope, more boards are reassessing or reallocating risk 
oversight responsibilities to better balance the workload. 
More than one-third of boards have recently reallocated risk 
oversight duties among the full board and its committees 
(up from 25 per cent last year), and 32 per cent said they may 
consider doing so in the near future. 

Assessing their overall effectiveness, most Audit Committees 
said they would benefit from a better understanding of the 
company’s strategy and risks; more “white space” time on 
the agenda for open dialogue; greater diversity of thinking, 
perspectives, and experiences; and technology expertise on 
the committee. 

Audit Committees

top 
challEngEs
in 2015

global sMp 
challEngEs
CONDUCTED ANNUALLY, THE RECENT 2014 IFAC GLOBAL 
SMP SURVEY IDENTIFIED SOME OF THE BIGGEST 
CHALLENGES FACING SMALL AND MEDIUM-SIzED 
PRACTICES (SMPs) WORLDWIDE:

Keeping up with regulations and standards (57%) and 
attracting new clients (58%) were identified as the two greatest 
challenges for SMPs worldwide. Pressure to lower fees (51%), 
rising costs (50%), and differentiating from the competition 
(50%) were nearly tied as the next biggest challenges.

Attracting new clients 
was found to be a key 

concern in the
Middle eASt

80%
NoRth AMeRicA

33%
AuStRAlASiA/

oceANiA

36%

Regulatory concerns 
ranked highly at firms in
ceNtRAl ANd
South AMeRicA

68%
Middle eASt 

65%
euRope

63%
DESPITE THE CHALLENGES, PROSPECTS ARE BRIGHT:

SMPs show promising economic growth, with 72% of firms 
maintaining or growing the previous year’s practice fee 
revenues (31% reported that practice fee revenues stayed the 
same, 37% reported a moderate increase, and 4% reported a 
substantial increase).

Tax (48%) and advisory/consulting services (50%) were 
projected to be the two biggest sources of revenue growth for 
the year ahead.

ranked as the top three regions reporting moderate to 
substantial growth in practice fee revenues.

AuStRAlASiA/
oceANiA

63%
NoRth AMeRicA

56%
AfRicA

55%
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markets into an 
enormous sinGle 

market of 600
million people.”
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executive Director

of MarketS, acca
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AssessiNg the AeC 

WHAT DOES THE 
ASEAN ECONOMIC 
COMMUNITY OFFER FOR 
THE ACCOUNTANCY 
PROFESSION?aeC

assessinG the

 “Many think that come 2015, ASEAN will be 
integrated like the EU, but that’s not exactly accurate. 
ASEAN has done well in the implementation of AEC 
2015. The AEC 2015 is the first step on a journey 
before we reach the level of economic integration of 
the EU, because we work on the basis of common 
consensus,” concurred Ravidran Palaniappan, Senior 
Director, ASEAN Economic Cooperation, Ministry 
of International Trade and Industry. Ravidran cited 
the two-fold lack of awareness and understanding of 
ASEAN and the AEC and their goals as obstacles to 
integration.

GroWth for aCCountants

Quoting an American Chamber of Commerce 
survey, Estelita Aguirre, President, ASEAN 
Federation of Accountants said that trade and 
investment is expected to grow in ASEAN in 2015 and 
ASEAN’s contribution to the world economy would 
also rise in 2015. “I’d like to think that this would 
mean more economic and business transactions, 
which means more work for accountants,” she said.

“The role of accountants is critical for the economy 
since the success of business is dependent on 
high-quality financial information. Credible financial 

THe imminent launch of the ASEAN Economic 
Community (AEC) in January 2015 is not the 
end-game, but just one milestone in a long and 
challenging road towards regional economic 
harmonisation which will bring tremendous benefits 
and opportunities for the accountancy profession.

“The AEC’s goal is to integrate ten distinct 
markets into an enormous single market of 600 
million people,” said Stephen Heathcote, Executive 
Director of Markets, ACCA as he moderated Plenary 
1 of the MIA International Accountants Conference 
2014, entitled AEC 2015 & Beyond – What’s in it for 
the Accounting Profession. There are four objectives 
to this: creating a single market and production base; 
a highly competitive economic region; a region of 
equitable economic development and a region fully 
integrated into the global economy.

But we’re not there yet. “The AEC is very 
much a work in progress,” said Yee Cheok Hong, 
Executive Director, Institute of Singapore Chartered 
Accountants. Yee quoted Singapore Prime Minister 
Lee Hsien Loong’s assessment at the Forbes Global 
CEO Conference 2014 that about 80% of the AEC 
roadmap is now covered and the last 20% is the 
hardest part. “There will be short-term pain and 
adjustments but the long-term gains will be greater.” 

jan / Feb 2015 |  accountants  today      11     
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AssessiNg the AeC 

with accountants are unfounded,” Yee 
remarked. 

Furthermore, existing wage, tax and 
economic disparities deter movement. 
Why would highly-paid accountants 
move from more developed markets to 
work in less developed ASEAN markets 
for lower or comparable salaries? “Tax 
rates are among the lowest in Singapore 
and highest in the Philippines, so who 
would want to go to the Philippines?” 
asked Aguirre.

about the mra

Aguirre explained that the eagerly 
anticipated ASEAN Mutual Recognition 
Arrangement (MRA) Framework on 
Accountancy Services first signed back 
in 2009 will also not lead to “free flow for 
accountants but managed flow, because 
this is subject to ASEAN rules and the 
domestic rules and regulations of the 
host country.” 

At the time of writing, the MRA 
had been signed by nine out of ten 
signatories. Moving forward, the goal 
is to implement the MRA to create 
the ASEAN Chartered Professional 
Accountant (ACPA) certification, for 
accountants who meet the criteria for 

statements are very important as a basis 
for administration to collect the correct 
amounts of taxes and provide the right 
information for business and investment 
decision-making and promote good 
governance in the public sector,” she 
added.  

Yee said that according to the Asian 
Development Bank Institute, ASEAN 
is projected to grow at an average pace 
of 6.4% a year and the nominal GDP 
is expected to reach US$6.6 trillion by 
2030. This increased economic activity 
will create tremendous demand for 
accountants to provide high-quality 
financial information for business and 
investment decisions, and to ensure 
good governance in both the public and 
private sectors. “There will be a demand 
for accountants who understand 
international standards, not just IFRS, 
but also international regulatory 
framework for banks such as Basel III.”

brain drain?

While massive opportunities are 
unfolding for mobile talent, there are 
also fears that the free flow of talent 
might lead to brain drain and flooded 
labour markets come 2015. But these 
fears were dismissed as unfounded.

“Is the free movement of skilled 
people going to happen in 2015? 
No, it’s not, as it is rather facilitated 
mobility of skilled people through 
Mutual Recognition Arrangements,” 
said Ravidran. The ASEAN Mutual 
Recognition Arrangement (MRA) 
Framework on Accountancy Services 
is still awaiting full implementation. 
“What’s happening is more of a bilateral 
initiative rather than a multilateral 
approach,” he said.  This could be due 
to differences in domestic regulations, 
differing accounting standards and 
social and economic developments of 

each ASEAN Member State. 
However, Soo Hoo Khoon Yean, 

Partner, PricewaterhouseCoopers felt 
that this could be “a real challenge. 
As long as there is salary discrepancy 
between countries, there will be a 
natural movement of people because 
of the free market,” said Soo. However, 
mobility also relies very much on the 
openness, structures and regulations 
of individual markets towards foreign 
accountants. 

“It depends very much on local 
market structures. You hardly find 
Singaporean accountants going to 
Myanmar or Cambodia because 
these markets are not attractively 
structured. Fears of flooding markets 

The role of 
accountants is critical 
for the economy since 
the success of business 
is dependent on high-
quality financial 
information. 

(L-R): Ravidran Palaniappan, Estelita Aguirre, Stephen Heathcote, Yee Cheok 
Hong & Soo Hoo Khoon Yean
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AssessiNg the AeC 

qualifications, competency, experience and continuing 
professional development. “ACPA-registered 
accountants are then entitled to apply for work in 
other countries as Recognised Foreign Professional 
Accountants (RFPA),” said Aguirre.

However, MRA’s Article 3 on scope applies only to 
accountants in commerce and industry and excludes 
accountants in public practice and external audit. 
However, external auditors and public practitioners 
can be mobilised under bilateral agreements probably 
starting in 2016, she said. 

biG business vs smes

Will AEC be more beneficial in terms of opening up 
opportunities for big business or SMEs?

While big business is mostly already on board, it 
will be critical to get buy-in among SMEs, who will be 
major players in the AEC’s development. Currently, 
97-99% of enterprises in ASEAN are SMEs. As of 2013, 
20% of investment in ASEAN was intra-ASEAN, some 
of which is originating from SMEs. “Many SMEs have 
gone abroad. For example, Malaysia is one of the top 
investing nations in several ASEAN Member States 
such as Cambodia and Myanmar,” said Ravidran. The 
AEC will accelerate 
this intra-regional 
expansion.

“At the same time, 
big business will be 
needed to provide 
FDI (foreign direct 
investment) and tech 
and skills transfer to 
benefit the ASEAN 
population of 620 
million which will rise 
to 700 million in the next few years. ASEAN will also 
benefit from localisation of operations,” he added. 

“One of the biggest hurdles is that SMEs don’t 
understand the AEC. They think that others will come 
in and take their business. There is a need to reach out 
and explain how AEC will really impact business. The 
elimination of duties and tariffs, and the liberalisation of 
services and investment has really brought about and 
will continue to bring about tremendous benefits for 
SMEs,” he said.

One of the biggest 
reasons for lack 
of understanding 
was that the job of 
advocacy was left 
to the governments.

movinG forWard

Key to ensuring AEC’s long-term viability 
will be building awareness about the roles and 
goals of ASEAN and the AEC. Governments are 
showing strong political will and taking the lead 
to champion AEC to the various stakeholders, 
according to Ravidran. 

To beef up awareness, he appealed to the 
private sector, especially accountancy bodies, to 
take up a bigger role in creating awareness. “One 
of the biggest reasons for lack of understanding 
was that the job of advocacy was left to the 
governments. I think that the private sector should 
be playing a bigger role in reaching out to the 
various stakeholders. For example, MIA should 
clearly reach out and explain and articulate what 
AEC is for the accounting professionals,” he said.

Heathcote urged the profession to act as an 
ambassador for the AEC and to actively advocate 
and lobby its stakeholders to build awareness and 
support for regional integration.  “We are powerful 
advocates and we can and do make strong 
connections with businesses large and small, with 
politicians, governments, regulators. We need to 
do more.” n
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People like Madam 
Aguirre who epitomise 
a ‘can-do’ attitude, 
continuously give and 
spend more and more of 
their time in exemplary 
leadership. 

president of the aSean federation of accountants (afa), respected 
tax consultant and lecturer, published poet, and butterfly breeder, 

estelita Aguirre describes her colourful and inspirational life.

no ordinary
aCCountant 

AT 56, Estelita Aguirre began rearing 
butterflies. For the first time. It was 
to remind her of her childhood, she 
explained via e-mail, as well as to 
entertain the children that visit her 
farm. Two years later, she discovered 
a knack for poetry. It was not long 
before she wrote and published two 
volumes of poetry: Abutin Mo Ang 
Bituin (Reach for the Stars), and Kay 
Sarap Mabuhay (Living is Wonderful). 
Both are an ode to her growing up in 
bucolic Bulacan, the Philippines, and 

she hopes they can be an inspiration to 
her countrymen and women. 

Now at 71, she’s keeping fit with 
Zumba and remains actively involved 
in tax consultation and lecturing. 

And yes, she also happens to be the 
19th President (and the first woman 
President) of the ASEAN Federation 
of Accountants (AFA).

People like Madam Aguirre 
who epitomise a ‘can-do’ attitude, 
continuously give and spend more 
and more of their time in exemplary 
leadership. When asked if she would 
ever consider slowing down and 
retiring soon, she replied, “I feel that 
my physical and mental attributes are 
still at their peak, so I (will) continue 
working where my services are 
needed.”

Her reply probably resonates well 
with many productive and experienced 
Baby Boomers who have been 
sidelined due to age. In a world where 
retirement is traditional, Madam 
Aguirre’s resume is the antithesis of 
linear career paths. Ever the maverick, 
she remarked, “I may have retired 
from employment, but I am not tired 
yet, so I still continue with my passion 
of serving people.”  
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Very few can boast of such an illustrious 
career. Throughout her years in the 
profession, Madam Aguirre served, at one 
time or another, in all the four sectors of 
the accountancy profession: government, 
education, public practice, and commerce 
and industry. “The opportunity to work 
and leave a legacy behind in each sector 
is a great privilege that gave me self-
fulfillment,” she said.

In government, she made her mark 
by contributing to the development of the 
Reconciliation of Listing for Enforcement 
(RELIEF) System. This system is presently 
being used in the Philippine tax office 

and has evolved into the BIR Analytic 
Intelligence Framework, which 
matches business transactions 
between sellers and buyers, keeping 
tax evasion under control. 

In education, she served as Dean 
of the Far Eastern University, but her 
“greatest pleasure” was receiving the 
Teaching Excellence Award in 2012 
from her alma mater, the University of 
The Philippines, for her outstanding 
track record. For several years 
running, students in her taxation class 
undertaking the CPA license exam 
achieved a 100% passing rate, attesting 
to the effectiveness of her methods. 
Even today, she remains dedicated to 
tax lecturing and also tax consultation 
(a legacy of her work), which she 
described as her “current passion”. 
Her tax support system network, set 
up not too long ago, addresses basic 
tax issues and concerns among small 
tax agents and accountants in public 
practice through the Alpha to Zebra - 
yahoo groups.

In the commerce and industry 
sector, her hobby of breeding 
butter flies turned into an 
entrepreneurial business and put her 
little hometown on the tourism map. 
She also manages another butterfly 
garden in the La Mesa Ecopark in 
Quezon City. 

smashinG the Glass 
CeilinG

Even at the beginning of her career, 
Madam Aguirre was already one-of-
a-kind – a rose among thorns. “The 
profession was predominantly male 
when I entered the government in 
1966. The Bureau of Internal Revenue, 
my first employer, was a man’s world. 
98% of the work force was male.”

“Competing with men at that 

I may have retired 
from employment, 
but I am not 
tired yet, so I still 
continue with my 
passion of serving 
people.
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Butterfly Garden and befriended the owner who 
generously helped her start her hobby of breeding 
butterflies. 

Not long after, she began sharing her passion with 
children, enjoying their delight when they interacted with 
butterflies. It wasn’t long after that Butterfly Haven came 
to fruition. 

 A cocoon of peace and tranquility, 
the Haven includes an ornamental 
garden, a butterfly-inspired (but, 
of course!) swimming pool and an 
orchidarium (Madam Aguirre is an avid 
orchid enthusiast). The house itself is 
testimony to her pride in being Filipina. 
A classic structure with grilled windows 
and carved wood furniture, it sits on 
one portion of the land shared with 
Butterfly Haven and is a museum of 

sorts, with personal memorabilia, antique furniture, and a 
17-diorama doll collection – a showcase of the history of 
Filipino craftsmanship at its best.

full steam ahead

“What’s next?” is probably a question that one 
could easily ask Madam Aguirre. For now, serving 

time was tough.” She served as the lone lady Chief 
Revenue District Officer out of 91 all over the country 
for several years during the 1980s and became the 
first lady Deputy Commissioner under the first lady 
Commissioner in 1995.

Happily, times have changed for the better and 
women accountants are highly visible today. “Placing 
a woman at the helm is not an issue as 
long as competence and dedication are 
there,” she stressed.

r&r With nature’s 
flyinG Gems

When she’s not busy working, 
Madam Aguirre retreats to her Bulacan 
ancestral home for a bit of R&R and to 
commune with her butterflies. Butterfly 
Haven, as the place is called, is housed within her 6,000 
sqm family home in Pulilan, a province of Bulacan. 

“My fascination with butterflies started when I was 
a kid in my hometown where I used to run carefree in 
the rice fields chasing nature’s flying gems,” she said. 
Serendipity struck during a 1999 PICPA (Philippine 
Institute of Certified Public Accountants) conference 
in Palawan, when Madam Aguirre visited the Palawan 

plaCinG a 
Woman at the 
helm is not an 

issue as lonG as 
CompetenCe and 

dediCation are 
there.

Estelita Aguirre together with Josefe Sorrera – Ty (Philippines) and James Dickson (Australia).
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the accountancy profession remains a 
passion and a top priority. She continues 
to keep her finger on the pulse of 
the many issues affecting accountants, 
especially in the ASEAN region. 

In ASEAN, the birth of the ASEAN 
Economic Community (AEC) in 
January 2015 is definitely the topic 
of the moment.  As the 19th AFA 
President, the AEC and its impact 
on accountants is a subject close to 
Madam Aguirre’s heart. While praising 
her predecessors for their seasoned 
leadership, she noted that her term 
is, “I believe, most challenging as it 
comes at the height of the ushering in 
of ASEAN integration.”

The AEC has been hailed as a 
game-changer for all business and 
professions, including accountants 
as the partner of choice for many 
organisations. She foresees the growth 
and expansion of industries as a result 
of ASEAN economic integration 
creating increased demands for 
accountancy services in all sectors. The 
challenge, she said, is to supply quality 
accountancy services in accordance 
with international accounting 
standards. “Initially there (will be) the 
issue of differences in language which 
will eventually be learned (or may be 
translated into English).” The greater 
hurdle, however, lies in overcoming 
the regulatory issues and disparities 
in each country. “This can easily be 
overcome by collaborating with local 
counterparts and I foresee transnational 
partnerships and co-operations will be 
forged in this regard.”

Key to her role as AFA President 
is to help facilitate the free-flow 
and mobility of accountancy talent, 
resources and services, to support 
ASEAN integration and bridge 
development gaps among ASEAN 
member bodies. “Currently, there 

is a wide cultural, educational and 
economic diversity among the ten 
ASEAN member nations. In AFA, the 
challenge is to narrow or close the gaps 
among the member bodies, to help 
raise the bar for ASEAN accountants 
and level the playing fields within a 
shorter period.”

She keeps an eagle eye on AEC’s 
impacts on public practice. “(It) will 
remain the most exciting area because 
of public demand to maintain the 
credibility and integrity of the financial 
statements. But opening country 
borders for external audit is yet to be 
resolved upon the recommendation 
of the ten professional Regulatory 
Authorities that will hopefully lead to 
the signing of the 2nd ASEAN Mutual 
Recognition Arrangement (MRA) on 
Accountancy Services soon.”

As the AEC matures and unveils 
its potentials, there will be great 

opportunities and greener pastures 
for professionals in the accounting 
field. For instance, she anticipates that 
subsidiaries or regional branches/
headquarters of businesses entering 
the ASEAN region will require local 
CPAs to be part of the management 
team. Since compliance is increasingly 
becoming par t-and-parcel of 
accounting roles, regional foreign 
accountants will have to collaborate 
with their local counterparts for easy 
compliance with regulatory agencies 
such as Securities and Exchange 
Commissions, tax offices, central 
banks and local government units.  

Commerce and compliance are 
just two areas in which accountants in 
the AEC can flourish and progress. Of 
course, those who want to outperform 
must emphasise professional 
development and acquire new skills 
befitting of regional roles. Not missing a 
beat, Madam Aguirre advises referring 
to the IFAC International Accounting 
Education Standards that prescribe 
the knowledge, skills and values for 
initial and continuing professional 
development of CPAs. Looking ahead, 
the proposed ASEAN Qualifications 
Reference Framework (AQRF) is in 
the pipeline. The AQRF intends to 
enable comparisons of qualifications 
across ASEAN Member Nations while 
at the same time supporting and 
enhancing each national qualifications 
framework, which are at varying levels 
of development. 

Undoubtedly, bringing the AEC’s 
goals to fruition for the regional 
accountancy profession will be a tall 
order for the AFA. But as a person 
with a lifetime commitment to helping 
others achieve their full potential, 
AFA’s milestones will be yet another 
feather in the cap of this tireless and 
remarkable lady. n

 She foresees the 
growth and expansion 

of industries as a result 
of ASEAN economic 
integration creating 

increased demands for 
accountancy services in 

all sectors.
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Gst
and 
insolvenCy

law
the law says that 

everything done in the 
course of business is 

subject to gst, including 
remuneration in forms 

other than cash. 

HOW WILL GST AFFECT 
THE ADVICE PROFFERED BY 
INSOLVENCY PRACTITIONERS?
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DifficulT economic and market conditions mean that an 
increasing number of businesses may suffer financial distress. 
The implementation of GST in 2015 could be a source of 
further stress, and some businesses may even face insolvency. 
Since GST is a complex and unfamiliar system, insolvency 
practitioners will have to be extra vigilant in advising their 
clients – and even in monitoring their own practices.

GST is a taxpayer-regulated, self-policed tax, so insolvency 
practitioners have to be extra careful, warned Robert Tsang, 
Head of Deloitte’s Asia Pacific and Southeast Asia Indirect Tax 
Teams, at the recent Insolvency Conference 2014. The law says 
that everything done in the course of business is subject to GST, 

including remuneration in forms other than cash. GST paid on 
cost – referred to as input tax – is recoverable; GST on sales is 
output tax. “There is a natural inclination to claim everything, 
but there are restrictions on recovery of GST,” Tsang warned. 
“You need to think about what this means to your clients, in 
terms of opportunities, threats or challenges.” 

the Zero-rated minefield

Tsang described zero-rated supplies as a “primary risk 
area” for insolvency practitioners in advising their clients. Zero-
rated supplies include exports of goods and services (including 
international services); agricultural products such as paddy and 
fresh vegetables; food stuffs like rice, sugar, table salt, plain 
flour and cooking oil; livestock supply, i.e. live animals, fresh or 
frozen meat of cattle, buffaloes, goat, sheep and swine; the live 
and unprocessed meat of chicken and duck; fresh and salted 
eggs and fish; the supply of the first 300 units of electricity 
to domestic users; and supply of treated water to domestic 
users. Additional zero-rated items announced together with 
Budget 2015 are: all types of local and imported fruit; white and 
wholemeal bread (without seeds or fruit); coffee, tea and cocoa 
powder; essential medicines; reading materials and newspapers; 
and up to 300 units of electricity.

Exempt supplies cover the sale and lease of residential 
property; financial services; highway tolls; private health 

gst ANd iNsolveNCy

the implementation of Gst in 
2015 Could be a sourCe of further 
stress, and some businesses may 

even faCe insolvenCy. 
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and education; domestic mass 
public transport by rail, ships, boats, 
ferries, buses and taxis; and land for 
agricultural purposes or general use. 
Supplies which are deemed “out-of-
scope” are those not made in Malaysia, 
not made in the course or furtherance 
of a business, or made by a person who 
is not registered. Transfer of business 
as a going concern falls under this 
category, as do sales of imported goods 
within bonded warehouses and drop 
shipments of physical goods from and 
to or outside Malaysia. Prices of as 
many as 532 items in the CPI basket 
are expected to fall by up to 4.1%, while 
prices of about 354 items will rise, but 
by less than 5.8%.

impaCt of Gst

With prices expected to rise, the 
GST Enforcement Unit has increased 
by 2,270 staff – an indication that the 
authorities are serious about enforcing 
the No Profiteering rule. “About 
300,000 businesses in Malaysia will 
need to be registered under GST,” 
Tsang continued. “Even if you stop 
being in business, or change the nature 
of the business, you will have to notify 
Customs within 30 days.” He cautioned 
that there will be uncertainty about GST 
for at least a year or more, so accounting 
professionals have to be careful when 
advising clients. “The message for 
businesses is: analyse if you need to 
increase your prices. If you do need to 
increase them, these increases must be 
carefully documented,” he said. “Do not 
take advantage of this to increase your 
profit margins.”

He conceded that there were still 
many challenges and open issues 
regarding GST which have been raised 
by associations and tax professionals. 
There were also inconsistencies 

About 300,000 
businesses in 
Malaysia will need 
to be registered under 
GST. Even if you stop 
being in business, or 
change the nature of 
the business, you will 
have to notify Customs 
within 30 days.

ROBERT TSANG
Head of Deloitte’s Asia Pacific 
and Southeast Asia Indirect 
Tax Teams

between the law and guidance material. 
He cautioned delegates about the billing 
currency to be used, saying that using 
anything other than the Bank Negara-
sanctioned currency needed Customs 
approval. “If you register for GST, you 
must file on a monthly basis, even if you 
have not had any transactions for that 
period,” he advised, adding that from his 
experience in other countries, he found 
that GST authorities are the biggest 
creditors, and therefore the biggest 
group of claimants or originators of 
bankruptcy and liquidation procedures.

Gst reCovery issues

“The amount of GST that business 
incurs but doesn’t recover, is 
staggering,” he divulged. “You are in 
a position to help clients recover these 
amounts. Pay attention to how clients 
manage their cash flow, and you may 
be able to recover some funds from 
there.” Emphasising that Malaysian 
GST requirements were not identical 
to those of Singapore, Australia, New 
Zealand, Europe or Canada, he advised 
accounting professionals to look at 
how input tax was being recovered by 
businesses in these countries, saying, 
“There may be risks, but also GST credit 
opportunities.” He urged businesses 
not to be tardy about registering for 
GST because configuring their systems 
to handle GST takes time, and the 
longer the firm waits, the more difficult 
it will be to cover all its bases.

“Businesses may find themselves 
cash-strapped and lacking in other 
resources when it comes to the crunch,” 
he said. “So do it now. Develop a GST 
Insolvency checklist and approach for 
your clients – or your own business, for 
that matter. It will not look good on you 
if Customs comes knocking on your 
door!” n
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boost
your 
produCtivity
in 2015!

Given that most accountants are 
drowning in work, it’s imperative 
that we work smarter, not harder. 
thankfully, today’s smart mobile devices, 
coupled with the plethora of apps that 
are available through and on these 
platforms, are helping accountants boost 
productivity while maintaining better 
work-life balance.

For the busy accountant, mobile apps and cloud 
computing present an array of tools that can improve 
efficiency and drive productivity.  These tools, whether 
an accounting application, personal productivity app 
or wearable smart tech, can be invaluable to improve 
productivity.  Cloud computing services and mobile 
devices will continue to help further integrate technology 
into all aspects of a CPA’s daily duties.
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aCCountinG apps

For serious number crunching, 
comprehensive accounting solutions on 
the mobile platform harness the power of 
the Internet to access online resources. 
These cloud-based accounting solutions are 
setting a new paradigm in accounting.  The 
hegemony of leading desktop accounting 
software, such as Sage and QuickBooks 
for small businesses, are now being 
challenged by a new generation of web-
based software.  Such apps are free of the 
traditional models of accounting software 
which require expensive on-site installation. 
Cloud-based accounting solutions can be 
acquired through a subscription model. This 
is often tiered so that 
users need only pay 
for those modules they 
need. Furthermore, there 
are no ongoing OpEx 
costs for upgrading the 
software or maintenance 
as these are taken care of 
by the service provider. 

Mobile apps can be 
used for carrying out simple transactions 
such as tracking sales, e-mailing invoices, 
basic expense tracking and tweaking 
budgets to the more complex actions of 
enabling accessibility to your account from 
virtually anywhere, allowing collaboration 
capabilities. Such cloud-based applications 
enable an up-to-date view from any device.

  XeRo (US$9-180 per month)

This award-winning software has 
garnered major praise from users and 
reviewers alike for its simple no-nonsense 
approach to accounting.  It is an intuitive 
solution that does away with most accounting-
related jargon to simplify the task.  For 
example, the dashboard provides you with a 
snapshot of “Money coming in” and “Money 
going out.”  This does not mean, however, 

that the application scrimps on functionality.  
Xero enables you to generate sophisticated 
reports and statistics about your accounts 
and, also, make important decisions.  It 
allows you to add as many users as you want 
without any additional fees.  In contrast, the 
desktop accounting software QuickBooks 
Online may have visual beauty but lacks the 
ability to add users without breaking the 
bank.

  fReeAgeNt (approximately US$20 
per month)

FreeAgent is a cloud-based accounting 
application that is especially designed for 
freelancers with multiple clients and projects.  

It enables you to manage 
various aspects of your 
small business including 
clients, projects, time and 
expenses.  It supports 
multi-users and its time-
tracking feature makes 
this an excellent project 
management tool for 
remote workers.  A handy 

extra is that you can create customisable 
payment reminders and accept PayPal 
payments too.

produCtivity apps

The biggest myth of time management 
is that you can get it all done.  You can’t.  
Despite your best efforts, some things will 
inevitably fall through the cracks. However, 
these leading productivity apps can help us 
juggle all the balls in the air.

  eVeRNote (free)

Sync all your notes, clippings, to-do lists 
and reminders across devices with Evernote, 
the highly-rated productivity app that makes 
it to the top of many reviewers’ lists.  Social 
Media Today said that: “Evernote is the 

Cloud-based 
aCCountinG 

solutions are 
settinG a neW 

paradiGm in 
aCCountinG.
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Wearable teChnoloGy

Many insiders have designated wearables 

— such as the Apple iWatch and Google Glass 

— for business as the next big thing, given the 

increased mobility requirements for businesses.  

Whilst they are only just beginning to make their 

way into customers’ hands and are largely viewed 

as fun novelties and interesting gadgets, there 

are others who see them for what they really are: 

a game-changing influence with the potential to 

utterly disrupt the modern business world.

Among other potential uses, accountants 

may well employ wearable technology to 

keep track of fixed assets and auditors may use 

them for verification of stocks and fixed assets.  

Expedient resolutions of issues with wearable 

technology, be it at the client’s office or at 

warehouses, could save time and millions in 

resources.

last notebook you’ll ever need!” The 
free app saves time and energy by 
saving all your files, photos, reminders, 
to-do lists, tweets and more in one 
app accessible from all your platforms.  
Email notes to yourself or others, and 
search within notes for easy access 
to any information.  Another brilliant 
feature is that it supports audio files as 
well.  Leave an audio reminder instead 
of typing one up.

  pocket (free)

Formerly known as Read It Later, 
this free app Pocket can be used to save 
articles, videos and web pages that you 
don’t have time to read but want to 
return to later.  Like Evernote, the app 
syncs across platforms for easy access 
and streamlined link saving.  You’ll 
never miss out on an update on IFRS or 
an article on Bitcoin, for example.

CNET, the world leader in tech 
product reviews, gave this app a 
5-star review: “If you are looking for 
a bookmarking tool that syncs across 
devices, then look no further.  Better 
than Instapaper and other competitors, 
Pocket is the app to beat in the 
category.”

  cAMScANNeR (free)

This is far from the only scanner 
app on the iOS store, but it certainly is 
one of the most effective. A favourite 
feature is the lighting adjustment 
option after cropping. CamScanner’s 
lighting adjustments make it so every 
scanned document looks good and 
is readable before exporting - and 
because you can export as an image, 
through AirPrint, via fax or e-mail, or 
to PDF, the app is immensely useful.  
The ability to easily save digital images 

of documents which may easily be 
destroyed or misplaced is invaluable 
to accountants and auditors.  It serves 
to reduce risk, reduce duplication of 
work and enhance productivity.

  logMeiNpRo (free trial 
available. Pricing is based on 
features and number of remote 
clients required, and ranges from 
USD9.95/month – US$449/year)

Away from the office and need 
access to files on a file server at work 
via a Web browser? LogMeInPro is 
one of the best and secure remote 
access services to access the office 
desktop computer from anywhere 
and anytime – requiring only basic 
computer knowledge. Transfer files, 
print remotely, and share the desktop 
without having to set foot in the office 
using a remote computer/tablet.
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cloud! the internet and remote access 
to data and applications previously locked 
in a physical office have already redefined 
work and continue to do so every day.  cloud 
computing is poised to be 
the next transformational 
technology.  Whether 
client portals, mobile 
apps, or cloud computing, 
technologies that continue 
to increase mobility and 
productivity for cpas and 
their clients will be the 
most important for business 
over the next decade.

the future predicts 
a new generation of 
business intelligence tools will emerge to 
help cpas better analyse detailed data and 
financial information.  tomorrow’s tools will 
likely combine data from multiple sources to 
produce more insightful results.

far more efficient methods of capturing 
data via auto-population of data into 
accounting systems and eliminating manual 
entry work are on the horizon.  additionally, 

more ways for optical 
character recognition 
(ocr) technology to scan 
documents and read them 
could become a reality in 
the near future, transforming 
accounting systems.

other products that will 
change the way we work 
with our clients include 
business intelligence 
dashboard reporting, tax 
deduction tracking, and 

apps that assist with approval processes in 
the accounting work flow and payments from 
customers.  efficiency married with accuracy 
makes for a productive work flow that will 
help accountants work smarter, not harder. n

the future 
prediCts a neW 

Generation 
of business 

intelliGenCe tools 
Will emerGe to 

help Cpas better 
analyse detailed 

data and finanCial 
information.  

and the 
future
is...
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budGetinG
for the 
future
BUDGET 2015 AIMS TO ACHIEVE FISCAL SUSTAINABILITY, 
SMOOTHEN THE TRANSITION TO GST, AND SUPPORT THE 
NATIONAL AGENDA FOR DEVELOPMENT.

relief for disabled children – proposals have been made 
to increase relief from the current RM5,000 to RM6,000. 
Further relief may be on the horizon with the proposal 

to allow taxpayers who are employed by 
the same employer for less than a year, to 
elect not to file their tax returns. 

But there was tightening in some 
areas, notably with regards to transfer 
pricing (TP) to prevent abuse and ensure 
that business is at arm’s length, and to 
curb tax offenses.

According to Mohamad Harzani Tahir, 
Senior Revenue Counsel of IRB’s Drafting 
& Law Revision Division, the Director-
General of Inland Revenue (DGIR) may 
be empowered to raise the assessment 
for TP cases within seven years after 
the expiration of a year of assessment 
for TP cases. Currently, this is only 
possible within five years. It has also been 
proposed that the DGIR be empowered 

to raise assessment for TP cases under the Petroleum 
(Income Tax) Act 1967, and the due date for monthly 
instalment by chargeable persons be extended from the 

THe final budget to be tabled under the 10th Malaysia 
Plan, Budget 2015 was read by Prime Minister and 
Finance Minister Dato’ Seri Najib Tun Razak in 
Parliament on 10 October 2014. According 
to Dato’ Seri Najib, the Budget aims to 
promote fiscal discipline and sustainability 
and facilitate the transition to Goods and 
Services Tax (GST), while supporting the 
nation’s development into a high-income 
nation by 2020. 

What do stakeholders think? Speaking 
at the recent MIA Seminar on Budget 
2015, Renganathan, Partner at Thenesh, 
Renga & Associates opined that it was 
generally a welcome one, but challenging 
nevertheless. 

With the transition to GST, it is clear 
that the government faces the difficult 
task of reducing the taxation burden of 
taxpayers, while keeping its fiscal house 
in order. Some items to ease individual 
taxpayers’ burden include the Personal Relief for basic 
supporting equipment for taxpayer, spouse, child or 
parent; medical expenses relief for serious disease; and 

With the 
transition 
to Gst, it is 

Clear that the 
Government 

faCes the 
diffiCult task 

of reduCinG the 
taxation burden 

of taxpayers, 
While keepinG 

its fisCal house 
in order. 
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in 2015, wE ExpEct 
individual 

taxpayErs to 
contributE about 

rM127 billion, 
whilE corporatE 

taxpayErs will 
pay about rM72.5 

billion.

tax-
payers
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Currently, about 
2.23 million 
individuals and 
150,000 companies 
are paying tax. This 
represents only a 
small percentage – 
about 17% – of the 
workforce, and just 
a moderate number 
of companies, about 
10% of registered 
businesses in 
Malaysia.

10th to the 15th day of the month.
Tax offenders in the future face 

more punitive action, if the proposals for 
Subsections 112(1), 115(1) and 120(1) 
of the Income Tax Act 1967 go through. 
The maximum fine for failing to furnish 
tax returns, or leaving the country 
without paying tax will be increased from 
the current maximum of RM2,000 to 
RM20,000.

fiGht for taxpayer 
riGhts

To ensure equitability, taxpayers 
must ensure that they understand and 
protect their rights. Ravi Balakrishnan, 
Director of Division Bell, in presenting 
overviews of ongoing tax cases and listing 
of dozens of public rulings from as far 
back as March 2000, did say that there are 
concerns. “In cases like these, decisions 
depend on the best judgement of the 
DGIR.” As many of these tax cases were 
still under review, companies’ names were 
changed for confidentiality purposes. His 
examples covered cases where additional 
assessments were issued according to 
the “best judgement” of the DGIR, and 
whether these had been correctly done. 
These ranged from decisions taken by 
the Special Commissioners of Income Tax 
(SCIT), to the Court of Appeal.

“We need to understand what the SCIT 
and each court looks at when handing 
down decisions,” he explained. “You don’t 
want to be in a position where the DGIR 
tells you how much your business’ profit 
ratio was. Proper accounting and record 
keeping is paramount. Court appearances 
are an expensive, time-consuming 
proposition.” Balakrishnan’s presentation 
included cases where the court held in 
favour of the taxpayer, and the DGIR’s 
appeal was dismissed, such as in one case 
of compensation for loss of employment 
and compensation for death or injuries, 

and another of franchise fees received 
from abroad. “These cases illustrate the 
need to do your homework,” he cautioned. 
“You should take time to go over cases with 
your clients, discuss them and apply the 
facts. But take note of the circumstances 
of each case.”

Speaking at a subsequent panel on 
Budget 2015, Cynthia Lian, Partner at 
Shearn Delamore & Co. remarked that 
courts have started to take on board some 
novel arguments, an indication of a more 
liberal approach perhaps. To illustrate her 
point, she cited a case where the court 
overruled the IRB’s attempt to disallow 
the deduction of expenses related to 
exempt income.

tax ComplianCe risinG

Acknowledging that there were 
negative perceptions of IRB, Mohamad 
Harzani reiterated that this was not the 
intention of IRB, which wanted to be seen 
as a partner in nation building. “We have 
become more public-friendly, realising that 
the public doesn’t want to fill unnecessary 
forms. IRB is assisting the public, and 
compliance is increasing because the 
public is getting more help.”

According to Mohd Khairul Annuar 
Osman, Principal Assistant Secretary of 
the Ministry of Finance’s Direct Tax & 
International Section Tax Division, tax 
revenue in 2015 was expected to touch 
the RM185 billion mark. “It’s good to 
understand the tax laws as this leads to 
better compliance and tax management,” 
he said. “In 2015, we expect individual 
taxpayers to contribute about RM127 billion, 
while corporate taxpayers will pay about 
RM72.5 billion. This is a 7.3% increase in 
revenue, although about 300,000 taxpayers 
are expected to pay less next year. There 
will also be a reduction in petroleum 
revenues. Changes in tax laws by 1 April 
2015 will change personal and corporate 
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taxes as well. There will be increases 
in tax relief for serious diseases, for 
example, and improvements in income 
tax administration.”

These measures, Mohd Khairul 
said, aim to reduce the anticipated 
impact of GST on the economy. 
However, the implementation of GST 
is vital, as it will increase the tax base 
and strengthen the fiscal position of 
the government and address concerns 
with the narrow tax base. “Currently, 
about 2.23 million individuals and 
150,000 companies are paying tax,” 
he explained. “This represents only 
a small percentage – about 17% – of 
the workforce, and just a moderate 
number of companies, about 10% of 
registered businesses in Malaysia.” 

However, concern was voiced 
regarding the proposed joint GST 
audits by Customs and IRB. Will cases 
be raised and closed simultaneously? 
“We haven’t seen the framework for 
this, and GST implementation is just 
months away,” said Renganathan. 

sinGle employment 
inComes

Another matter of interest was 
the option of not filing tax returns for 
individuals with single employment 
incomes. Under Section 77C of the 
Income Tax Act 1967, you can opt to not 
furnish your tax returns, but this may 
be a loss to the government particularly 
where the employee enjoys benefits-in-
kind or living accommodation benefits, 
remarked Renganathan.

IRB was already aware that this 
could lead to a drop in revenue. “There 
may be a high take-up rate but we are 
hoping it will not be so,” Mohd Khairul 
conceded. “In some cases, however, we 
may be able to apply the PCB (Potongan 
Cukai Berjadual) ruling, and introduce 
scheduled income tax deductions.”

impaCt of Gst on 
direCt taxes

In a presentation that followed 

the panel discussion, Thenesh 
Kannaa, Partner at Thenesh, Renga 
& Associates and a regular speaker 
at MIA workshops pointed out some 
changes that ought to be made in the 
Income Tax Act 1967, Real Property 
Gains Tax Act 1976 and Stamp Act 
1949 in light of the introduction of 
GST. He quoted the real property 
gains tax (RPGT) as an example. 
Based on the existing provisions of 
the law, it appears that the disposal 
price for the purpose of computing 
RPGT would be inclusive of GST 
(wherever applicable) - which he 
opined as not correct in principle 
as GST is certainly not part of the 
disposer’s commercial gain. He 
explained several areas of overlap 
and conflicts between the GST Act 
and the existing direct tax legislation 
and urged the authorities to make 
provisions within the direct tax 
legislation for avoidance of doubt and 
avoidance of double taxation as well 
as double non-taxation. n

(L-R): Cynthia Lian, Renganathan, Ravi Balakrishnan, Mohamad Harzani Tahir & Mohd Khairul Annuar Osman
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Revisions to
the Gift Rule

Gst
New rules for generosity: even gifts can trigger GST.
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gst revisioNs to the giFt rule

for many businesses, dispensing a 
“gift” is not just a gesture for special 
occasions, it is a way of life. Yet, in 
the GST era, gifts are thrust to a new 
level of significance because they may 
sometimes cause the donor to suffer a 
deemed GST output tax.

However, a recent GST Panel 
Decision has added another layer of 
sophistication to the GST treatment on 
gifts. What is the general treatment of 
gifts under GST? And how does Item 
4 of the new “Panel Decision 2/2014” 
change the game?

the existinG rule

Following Para 5(1) of the First 
Schedule of the Goods and Services 
Tax Act 2014, generally goods given out 
by a GST-registered business, even if 
given without consideration, will attract 
GST. This means the donor of such ‘free’ 
goods must still account for GST (as a 
deemed output tax) and pay over such 
GST to the Royal Malaysian Customs 
(RMC).

There are a few exceptions to this 
general rule, most notably:
• Sample goods (conditions apply)
• Tie-in goods (conditions apply)
• The “RM500 Gift Rule”

The “RM500 gift rule” stated above 
refers to the limited tax sparing provided 
under Para 5(2)(a) of the First Schedule 
of the Goods and Services Tax Act 
2014 whereby the giving away of gifts 
(goods) is NOT regarded as a supply 
(i.e. GST does not need to be charged) 
where:

“(a)  a gift of goods made in the 
course or furtherance of the business 
made to the same person in the same 
year where the total cost to the donor is 
not more than five hundred ringgit …”

Thus, a donor of a ‘gift’ can avoid 
paying the deemed output tax on a 

particular gift if all gifts given to any 
one particular recipient do NOT exceed 
RM500 (cumulative cost over the same 
tax year). This rule continues to be 
applicable under the new Panel Decision 
– but with a twist.

the neW rule

Following Panel Decision 2/2014, 
the GST-registered business which 
gives a gift does NOT need to account 
for (and does not need to pay deemed 
output tax) on a gift IF such a gift was 
acquired from a non-GST registered 
person. This exception is applicable 
even if the gift costs more than RM500.

Therefore, under this new rule, the 
deciding factor has now shifted from the 
quantum of the gift (or cumulative cost) 
to the source of the gift (i.e. bought 
from a non-GST registered person) (See 
figure 1).

In all probability, the rationale for 

this policy shift is likely this: 
i. The non-registered seller of the gift 

could not claim input tax credits, 
causing him to suffer GST as the 
‘consumer’ on the item destined to 
become a gift.

ii. Where this item is subsequently 
acquired by a GST-registered 
business who gives it away for free 
(as a gift), the normal rules of GST 
would subject this same item to 
another round of GST (deemed 
output tax).

iii. The culmination of (i) and (ii) is 
‘double tax’ on the same item – an 
undesirable outcome.
The new Panel Decision on gifts 

wins praise for attempting to remove the 
‘double tax’ outcome, and thus, is seen 
as being more equitable.

effeCt on 
businesses

On the flip side, this also means an 
extra challenge for smaller companies 
who now have one additional GST rule 
to follow. 

Because the new rule requires a 
temporal trail (tracing the cumulative 
quantum of gifts dispensed out during 
multiple occasions to the same recipient) 
and a source trail (tracing the purchase 
to a non-GST registered person), donors 
who are GST-registered must have new 

In the GST era, gifts are 
thrust to a new level of 
significance because they 
may sometimes cause the 
donor to suffer a deemed 
GST output tax.

No Input Tax No GST deemed Output Tax 
because gift was acquired from 

a non-GST registered person

Buys item (gift) from
non-GST registered person1 Gift costing more than RM500 

given (for free) to recipient2

figure 1: purchase of gifts from non-GST registered persons

GST registered 
business

Recipient of 
gift 

(e.g. customer)

Non-GST 
registered 

person
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gst revisioNs to the giFt rule

processes that enable proper tracking, 
and more importantly, proper GST 
reporting of gifts. 

softWare or 
proCesses to traCk 
Gifts

Ideally, such processes should be 
automated in GST software so as to 
be as invisible, and as undisruptive, 
to business operations as possible. 
However, so many changes to GST 
rules coming out sporadically and so 
close to GST rollout can only mean 
that software developers have their 
hands full learning the rules, let alone 
rewriting programme codes.

In the absence of software solutions, 
GST-registered businesses are left with 
the task of managing the gift rule using 
manual procedures requiring control 
lists and cooperative efforts from staff 
– a daunting task for smaller companies 
which are usually resource constrained.

For instance, coordination and 
communication between the sales/ 
marketing department (issuer of 
gifts) and the accounting department 
(reporter of GST) becomes crucial, as is 
the maintenance of a control list for gifts 
and the source of the gift. Only then can 
the correct GST treatment be applied to 
account for gifts.

meaninG of “same 
year”

The Panel Decision also provided 
useful clarification to existing 
uncertainties.

The “RM500 gift rule” makes 
reference to gifts given out where the 
cumulative cost of gifts to the same 
person in the “same year” does not 
exceed RM500. Before the Panel 
Decision, the words “same year” could 
be (erroneously) interpreted as either 
‘same calendar year’ or ‘same financial 
year’, which obviously have different 
outcomes, and thus, becomes a source 
of confusion.

It has now been clarified in the Panel 
Decision that the words “same year” 

means “tax year” (or financial year), 
therefore synchronising the document 
tracking with the accounts’ financial 
closing.

quantum of deemed 
output tax on Gifts

The Panel Decision demonstrates 
that where gifts are given to the same 
person over several occasions, the point 
of triggering deemed GST output tax is 
the taxable period when the cumulative 
amount of gifts given to the same person 
in the same tax year exceeds RM500.

A previous uncertainty was whether 
the deemed GST output tax was 
computed based on (I) or (II):
I. The incremental amount in excess 

of RM500 of the gifts given out? or
II. The full amount of all gifts given 

out to the same person in the same 
year?
Interestingly, the Panel Decision 

clarifies that the GST-registered 
business must account for (II) i.e. the 
full amount of the gifts – this means the 
value of gifts given in earlier months (in 
the same tax year to the same recipient) 
must also be brought to GST in the 
taxable period where the RM500 limit 
is breached.

ConClusion

While having a rule that ‘exempts’ gifts from deemed GST must necessarily be a 

good thing, adding more layers of sophistication to an already complex set of GST rules 

may only be met with lukewarm welcome among smaller businesses struggling with 

daily survival issues.

In terms of fair play, the new rule on gifts is a step in the right direction. But for it to 

be successfully executed, it needs the right training, the right processes and the right 

software, all delivered at the right time (i.e. before 1 April 2015). n

Kenneth Yong Voon Ken and Lee Fook Koon are practising accountants based 
in Kuala Lumpur. Email: kennethyong.main@gmail.com and fklee8@gmail.com
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Will thick annual reports finally 
become more user-friendly and 
transparent and fit-for-purpose with 
the trend towards integrated reporting 
(IR)? And will reporting companies be 
able to save more trees by producing 
thinner integrated reports ?

“Annual reports (ARs) tend 
to be focused on historical financial 
information, but things are changing,” 
said Pauline Ho, Assurance Leader 
for PwC Malaysia. “In their present 
form, ARs are not very helpful to 
investors because the information is 

Is the move towards 
integrated reporting 
(IR) just an overload 
of compliance, or a 
revolutionary means 
of measuring and 
communicating value?

assessinG 
value 
throuGh 
ir
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not timely, nor articulates clearly 
how the company is achieving its 
strategies. Therefore there is a need 
for companies to supplement with 
other forms of communication.”

Neither does historical financial 
information give an accurate 
representation of how valuable the 
business is, whereas using the IR 
framework will enable a company to 
communicate information consistently 
and provide an insight into the future 
prospects of the company, said Ho at 
the recent Public Practitioners Forum 
2014 on the subject of Integrated 
Reporting – revealing hidden value or 
compliance overload?

Comparing IRs to  ARs, she said 
that ARs tended to be prepared 
by pulling together information 
from various divisions resulting in 
information being “silo” in nature 
and not linked back to strategies, 
priorities and outcomes. “The IR 
Framework, on the other hand, 
which was launched in December 
2013, established guiding principles 
and content elements that govern the 

A company which is 
sustainable, or wants to 
be, will need to create 
good outcomes for all its 
stakeholders and that means 
not just for its shareholders, 
employees and suppliers, 
but for the community it 
operates in as well.

PAULINE HO
Assurance Leader for PwC Malaysia

means not just for its shareholders, 
employees and suppliers, but for the 
community it operates in as well.

beinG Cohesive and 
ConCise

It is also a question of stakeholders, 
not just shareholders – and the 
stakeholder voice is growing louder. 
Companies can be asked, publicly, 
if they have contributed to the 
degradation of the environment – and 
if they have, what they intend to do 
about it. This cannot be ignored, as 
it is directly connected to what the 
company hopes to achieve. “Very 
often, the traditional CEO’s Report 
and the Chairman’s Message do not 
necessarily link to the rest of the AR,” 
Ho admitted. “IR brings together 
material information about a company’s 
strategy, governance, performance and 
prospects in a way that reflects the 
commercial, social and environmental 
context that it operates in. It’s a process 
that results in clear communication 

overall content of an IR. It was also 
market-tested prior to launch,” she 
explained.

Why does all this matter? It’s 
a matter of outcomes. “A company 
which is sustainable, or wants to be, 
will need to create good outcomes for 
all its stakeholders,” Ho said. And that 
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of how a company creates value over 
time.”

Increasing regulatory requirements 
have resulted in AR being more 
compliance oriented. “When IFRS 
(International Financial Reporting 
Standards) were first implemented, AR 
became a more extensive document,” 
Ho said. “There is a lot of work involved, 
and costs of producing an AR have 
also increased in addition to cost of 
compliance. But one pilot company has 
shared that it was possible to reduce 
the number of pages of an AR through 
being more concise and covering only 
material information that is relevant to 
the stakeholders.” 

At this early stage, there is 
not much hard evidence linking IR 

clearly to increasing the valuation 
of companies. However, 98% of 
the companies in the International 
Integrated Reporting Council (IIRC) 
pilot programme which responded to 
a survey carried out by Black Sun 
in 2012 agreed that IR will lead to 
a better understanding of how the 
organisation creates value. 93% said 
it helps them to overcome “silos” 
within the organisations. As more 

in-depth information is gleaned from 
the various departments to produce 
the integrated report, a better 
collaborative relationship develops 
between the departments, leading to 
a greater understanding of their own 
business model and giving them the 
opportunity to focus on the right Key 
Performance Indicators (KPIs). 

CapturinG risks

“The principal risks associated with 
achieving the company’s goals usually 
do not appear in annual reports,” 
remarked Ho. “There is a lack of 
communication on the future outlook of 
a company and how the risks affect the 
ability of the company to create long-

term value. There is also no mention 
of the company’s risk appetite. An 
integrated report articulates specific 
risks affecting the company, the 
magnitude of its effects if these risks 
crystallise,and steps taken to mitigate 
or manage these risks. Another area 
that is lacking is the description of a 
company’s business model. What are 
the key resources and relationships 
that the company is dependent upon to 

create long-term value?”
One example of a good description 

of a business model, she added, was 
Coca Cola. The information was 
simply presented, and linked the 
inputs to the business, the various 
business processes, and outcomes to 
the various stakeholders. A survey of 
Malaysian companies revealed some 
telling surprises. “We benchmarked 
the annual reports of the Top 30 
Bursa Malaysia companies, and found 
that while a high percentage (93%) 
described the process by which risks 
are identified, only 27% identified their 
principal risks,” said Ho. “Similarly, 
while 90% discussed market trends, 
only about 20% linked their discussions 
to their strategic choices. About 43% 
made references to their business 
models, but only 7% linked their 
business models to value creation. 
Having said that, these companies 
have not adopted the IR framework 
and hence, it is like getting the results 
for an exam they did not sit for.”

“Companies can no longer rely 
solely on their financial performance 
as an indicator of their overall 
performance,” Ho said, adding that 
to start on the journey of preparing 
an IR, there are three main steps: 
defining value creation within the 
context of the company, deciding 
how to measure it, and making a 
plan and executing it. “Take-up of 
IR among Malaysian companies is 
currently low, and companies which 
embark on this journey will find that 
as they progress, they will need to 
refine or make changes to the way 
they communicate,” she concluded. 
“But they will also see how using the 
IR framework allows a company to 
articulate very effectively the way the 
company can bring sustainable value 
creation to their stakeholders.” n

An integrated 
report articulates 

specific risks 
affecting the 

company, the 
magnitude of its 

effects if these risks 
crystallise...

36     accountants today | jan / Feb 2015



n  suBashini selVaRatnam

To better serve the members of the Malaysian Institute of Accountants (MIA), 
the Professional Development (PD) unit has unveiled a new website - http://

pd.mia.org.my.  PD is the training and development arm of the Institute that 
offers a wide range of CPE programmes tailored for the accountancy profession in 
Malaysia.

The new website makes it easier for members to find the right continuing 
professional education (CPE) programmes within a few clicks. This new feature 

Getting the right CPE (Continuing 
Professional Education) programme is 
only a click away.

CliCk here 
for Cpe

saves a lot of time as members do 
not need to go through each CPE 
programme individually, which they 
had to do previously.

MIA members now have the 
ability to identify the right CPE 
programmes for their needs, which 
is one of the highlights of the new 
website. This means a member needs 
only to choose the appropriate 
CPE programmes based on the 
four categories, namely Academia, 
Commerce and Industry, Public 
Practice and Public Sector.

 The system will instantly carry out 
an “intelligent” search and recommend 
the right CPE programmes to the 
member.  

Furthermore, a member could also 
customise his or her CPE programmes 
based on three criteria, namely 
levels of management, types of CPE 
programmes and location in Malaysia. 
Once the member has selected his 
or her criteria, the system instantly 
recommends the suitable CPE 
programmes for him or her. 

Members can be assured that the 
overall user experience is interactive 
and easy to use.
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the website is 
best viewed in three 

browsers namely google 
chrome, apple safari 
and Mozilla Firefox. 

the website will also 
automatically optimise 

for mobile devices.
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quality throuGh qe

MiA is committed to building capacity and producing high-
calibre accountants to meet the national target of 60,000 
accountants by 2020.

A key initiative to achieving this is the MIA QE, which 
is designed for aspiring accountants who do not possess a 
professional qualification in accountancy recognised by MIA. 
This is stated in Part I and Part II of the First Schedule to the 

MIA is committed to producing high-
calibre accountants with ethical values 
to meet the country’s aspirations. The 
key MIA Qualifying Examination (MIA 
QE) programme provides an alternative 
route for aspiring accountants to qualify 
as chartered accountants of MIA.
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MIA QE candidates have the option to sit for either the 
March or September examinations in a calendar year. 

the Graduates

A total of 259 candidates sat for the examinations in 
2014, with 108 in all passing the March and September 2014 
sittings.  At the 6th MIA Qualifying Examination Graduation 
Ceremony in 2014, 28 candidates who passed their 
examinations were awarded Certificates of Completion. 

54 candidates who passed with distinction were awarded 
Certificates of Achievement. MIA also awarded the “High 
Achievement Award” to four candidates who scored the 
highest distinction marks for each paper.

According to QE graduate Sazura Ismail, it is no easy 
feat to pass the MIA QE while in full-time employment. It 
takes a lot of commitment to finish the MIA QE programme 
while balancing family and work.

“Although the examination papers were tough and 
challenging, I am glad that I managed to pass all four 
papers,” she said, adding that her secret to success is to 
never give up.

Another QE graduate Tang Sow Funn said persistence 
is the key to success. She said one needs to be familiar 
with the examinations by doing past-year questions. “By 
doing so, you would get some idea of the examiners’ 
expectations,” said Tang. n

Accountants Act 1967 as a result of the amendments to 
Section 15 of the Accountants Act 1967 (Act).

Ho Foong Moi, Chief Executive Officer, MIA said the 
MIA QE aims to produce graduates with adequate technical 
financial knowledge as well as familiarity with local laws 
relating to accounting, tax and corporate matters. 

This programme also helps 
candidates to sharpen their soft 
skills, including communication 
skills, which are essential in the 
workplace when engaging with 
clients and colleagues.

The MIA QE framework 
offers a balanced assessment, 
where the final examination 
counts for 60% and, workshop 
evaluation 40% of candidates’ 
scores. In the final examination, 
candidates are required to 
sit for four papers namely 
Business and Company Law, 
Advanced Financial Accounting 
and Reporting, Auditing and 
Assurance Services, and 
Taxation. Workshop evaluations 

consist of project presentations in a group as well as 
individual assessments.

This programme 
also helps 
candidates to 
sharpen their soft 
skills, including 
communication 
skills, which 
are essential in 
the workplace 
when engaging 
with clients and 
colleagues.
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n  RePoRting By the accountants today editoRial team

upskillinG 
talent
Mia’s Member Development & education 
Division is committed to delivering value to 
members while helping to enhance their 
competency, which in turn protects the 
public interest. Division Director Siew Wai San 
explains how MDe gets the job done.
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uPskilliNg tAleNt

AccorDing to Malaysia’s development plans, 
approximately 60,000 accountants will be needed to support 
the needs of both the public and private sector and achieve 
transformation into a high-income developed nation by 2020. 
Producing the numbers is hardly easy, but the task is 
being undertaken diligently by the Member Development 
& Education (MDE) Division of MIA, in collaboration with 
other key stakeholders such as Talent Corporation, Peneraju, 
the Ministry of Education, professional accounting bodies, 
universities and schools, employers and the profession itself. 

Bringing this lofty goal to fruition requires commitment 
to building both capacity and quality. “As a key stakeholder in 
the accountancy profession, MIA is focused on building both 
capacity and competency through adopting a cradle-to-grave 
approach in developing accountants,” emphasised Siew Wai 

San, Director, MDE. In essence, this means that MIA members 
must be committed to continuous improvement and learning 
from the time they join the profession until they retire, in order 
to deliver high-quality accounting services which protect the 
public interest.

mia’s development initiatives

In order to increase the numbers and enhance the 
calibre of accountants, MIA has initiated several projects 
and activities.  

To fulfil the agenda of membership development, for 
example, monitoring the numbers of current and future 
accountants is essential to assess market demand and 
supply, and to measure if Malaysia is on track to reaching 
the 2020 goal of 60,000 accountants in the talent pool. 
Equally important is to advocate registration of eligible 

members, by focusing on membership drives targeting 
accountants who are not yet MIA members. MIA also 
painstakingly updates and verifies the data and progress of 
existing members to help tailor development programmes 
which meet their specific needs. 

MIA is also focused on providing support to current 
members without professional certification, with the aim of 
getting them to enhance their qualifications to help improve 
their career prospects and competencies. For example, 
MIA is working with professional bodies – such as ACCA, 
CPA Australia and CIMA-CGMA (Chartered Institute of 
Management Accountants - Chartered Global Management 
Accountant) on special pathways for its members to attain 
professional certification.

It will be essential to get more aspiring accountants to 

join the profession in order to grow a sustainable talent 
pool. MIA hopes to intensify engagement with youth 
in schools and universities, keeping them informed of 
the profession and its prospects. “We have to do this to 
ensure a sustainable talent pipeline,” said Siew. Also on 
the cards is setting up a programme for youth - this is on 
the priority list as students and teachers often lament the 
lack of suitable activities/events on accounting for this 
age group. This programme aims to promote awareness 
of the profession to tertiary and secondary students, 
hence inspiring them to opt for accountancy careers. 
Currently, MIA’s initiatives that support student learning 
and development whilst engaging students in schools 
and colleges includes organising the annual Accounting 
Quiz and Accounting Student Conference, which whips up 
interest in accounting and the profession.

Beyond these, “We are working together with TalentCorp 

As a key stakeholder in the accountancy profession, MIA 
is focused on building both capacity and competency 
through adopting a cradle-to-grave approach in 
developing accountants.

SIEW WAI SAN
Director, Member Development & Education (MDE) Division of MIA
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and Yayasan Peneraju Pendidikan 
Bumiputera on several initiatives to 
increase the number of accountants in 
Malaysia,” explained Siew. 

With Talent Corp, initiatives include 
establishing co-funding arrangements 
for employers which support fresh 
graduates pursuing professional 
qualifications.” Together, they also 
run the Upskilling – Accounting 
Programme which is mainly for new 
graduates and those with less than a 
year’s experience. Other co-branded 
initiatives include organising sector-
focused career fairs to create 
awareness of job opportunities and 
a Structured Internship Programme, 
with an accounting focus on internship 
programmes with tax incentives for 

practitioners.
Meanwhile, Yayasan Peneraju 

Pendidikan Bumiputera offers various 
programmes including scholarships 
to interested individuals to help them 
earn certificates in accounting or even 
pursue professional certifications to 
augment the talent pool. The former 
is the Peneraju Professional Pensijilan 
Perakaunan programme for those 
below 40 years of age with a suitable 
degree / diploma in accounting / 
auditing, banking and finance or 
business-related studies and a 
minimum of one year’s experience in 
the same field of studies. The latter is 
the Peneraju Professional Akauntan 
Muda Sarjana programme where 
eligible candidates comprise those 

below 23 years old who are in their 
third or final year of an undergraduate 
programme in accounting. These are 
amongst the professional programmes 
offered by Peneraju.

MIA encourages diversity as it is 
keen to build a pool of accountants 
from non-accounting backgrounds, 
whose different mindsets and skills 
can offer immense value to employers 
and the profession. The Peneraju 
Professional Akauntan programme 
enables non-accounting graduates 
to pursue professional certifications 
with ACCA, MICPA-ICAA (Institute of 
Chartered Accountants Australia) and 
ICAEW. “This provides an opportunity 
for non-accounting graduates with less 
than five years’ working experience and 
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uPskilliNg tAleNt

While the programmes and initiatives 

are commendable, it is the execution that 

will determine success and relevance 

to members, non-members and other 

aspiring accountants. “I do acknowledge 

that it is the intangibles that will sustain 

the fundamentals of the institution – i.e. 

the value-add and the synergistic impact 

we bring to the students, members and 

main stakeholders. In particular, we have 

to look at the relevance of our services, 

initiatives and support to the profession to 

assist them in different capacities.”

Importantly, MDE has to ensure that 

it is at the forefront of the profession and 

grasp the essence of new trends and 

developments in order to provide relevant 

services to members. For instance, MDE 

emphasises the need for accountants to 

embrace change and anticipate trends. 

This applies, perhaps more compellingly 

for those in a decision-making capacity 

who must deal with operational matters 

and formulate strategy and business 

plans; they may need to integrate new 

issues like climate change and green 

accounting in their financial reports. 

“These are some of the challenges with 

which the profession needs to acquaint 

itself and to understand, along with 

developments in technology that affect 

the financial system. We have to promptly 

identify drivers and contributing factors 

(to key changes) in order to put the 

necessary support in place. This helps in 

attaining and maintaining the credibility 

of the profession, particularly among our 

members, which in turn is one of our 

continuous commitment and effort to 

uphold public interest.”

softWare, beyond hardWare
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who are below 28 years old to become 
professional accountants and benefit 
from the vast career prospects which 
open up,” enthused Siew.

To bridge learning and knowledge 
gaps, MIA stresses continuous 
learning and education to develop both 
new and senior members. Learning 
requirements apply to all MIA members 
and/or members of the profession, 
particularly on impending and significant 
issues brought about by the changing 
landscape in the global environment.  
The MIA professional development 
programmes are specially designed 
and delivered to serve the continuing 
professional education (CPE) needs 
of members in various sectors such 
as accountants in business, public 
practice, government departments 
and academia. Apart from offering its 
programmes at affordable fees, as part 
of its commitment towards supporting 
the accounting fraternity MIA also 
offers complimentary CPE sessions on 
selected topics for its members.  

Awareness of external trends and 
stakeholder engagement are vital to 
creating and delivering development 
programmes. “We have to be vigilant 
to changes that affect the profession 
in the planning of new training 
programmes / courses to upskill 
members’ competencies. We also 
take note of and obtain feedback from 
members and relevant stakeholders on 
the support required. Subsequently, 
we map and deliver relevant training 
courses to close gaps of learning 
and development,” said Siew. 
Equally important is to ensure that 
accounting syllabi and programmes 
are continuously aligned and mapped 
to IFAC requirements. Siew also 
noted that the revision of the CARE 
programme is in progress to improve 
structured and unstructured learning.

personal quest

Siew is grateful to MIA for giving 
her this opportunity to contribute 
more deeply to the accounting 
profession.  She is able to leverage 
on her accumulated substantial work 
experience of more than 18 years in 
both commercial and humanitarian 
organisations, namely PwC and 
the United Nations respectively, in 
carrying out her duties in MIA.

At PwC, she worked in audit, 
operations management and business 
transformation, and emerged with an 

enviable network of friends, colleagues 
and associates, including several 
finance chiefs and regulators, and 
even TalentCorp’s current head Johan 
Mahmood Merican. “Over the years, I 
have gained many alliances and much 
assistance from this network. Hence, 
in my new role at MIA, we share 
knowledge and they have helped 
drive the initiatives that are to be 
implemented or are in progress, and I 
am very grateful to them.” 

As an international civil servant 
with various United Nations agencies, 
Siew participated in projects related 
to gender, microfinance and capacity 
building. Her stint with the United 
Nations over five years was invaluable, 

as it provided “much insight into the 
developmental aspect on the skills and 
competence of professionals more so 
in accountancy. Since UN operations 
entail working with multi-ethnic 
groups, implementation of projects can 
be complex and challenging. The ability 
of being tactful and sensitive are those 
skills that I have acquired. These are 
most helpful in managing challenging 
situations.” It goes without saying that 
managing different agendas in the 
local education environment can be 
chock-full of tough challenges, similar 
to the UN workplace.

She credits one of the ex- Chiefs 
of United Nations of Project Services 
(UNOPS) Asia for teaching her about 
leadership and empowerment.  “I 
learnt how to coach and motivate 
others to take tasks to the next level, 
and to encourage them to continuously 
improve and enhance their delivery of 
outcome and result. I have applied this 
approach ever since which has helped 
team members deliver extremely 
effective results. Satisfaction is not 
confined to salary increment or 
promotion – it is the pure satisfaction 
of a job well done, helping others 
whilst doing our job and delivering our 
best.” Always a self-starter who likes 
to empower others, Siew has helped 
form a ‘WOW’ group in MIA, “to share 
with them (participants) the possibility 
of being innovative and bringing about 
self-awareness, to discover how they 
could be an achiever with their own 
unique abilities.”

To her, her role at MIA is more 
than just a job, but a vocation and a 
vehicle for her to help contribute to 
learning and development, which she 
cites as a passion. “I hope to orientate 
and share ideas that will add value and 
support members of the Institute and 
the accountancy profession.” n
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Book Review

financial stability: fraud, Confidence and the Wealth of nations
by frederick L. feldkamp and r. christopher Whalen 
iSbn: 978-1-118-93579-8
 Usd59.95

Financial Stability: Fraud, Confidence and the Wealth of Nations uses new data to provide 
a roadmap for avoiding financial disruption, based on the economic, political, and legal 
antecedents of financial crises in Western markets. With a detailed discussion of the history 
of finance, this book describes how past successes and failures can help gauge the threat 
posed to the market’s future. coverage includes discussion of capital, forecasting, and 
political reaction, with applications in all realms of business. the companion website offers 
additional data and research, providing a complete resource for financial stability.

fraud and fraud detection: a data analytics approach
by Sunder Gee 
iSbn: 978-1-118-77965-1
  Usd64.95

Fraud and Fraud Detection takes an advanced approach to fraud management, providing step-
by-step guidance on automating detection and forensics using caseWare’s iDea software. the 
book begins by reviewing the major types of fraud, and then details the specific computerised 
tests that can detect them. this book will show readers how to use complex data analysis 
techniques, including automation scripts, allowing greater sensitivity to potential fraud and 
easier detection of anomalies that require further review. With datasets growing exponentially, 
increasing both the speed and sensitivity of detection helps fraud professionals stay ahead 
of the game. Fraud and Fraud Detection is a guide to more efficient, more effective fraud 
identification.

featured book

a risk professional’s survival Guide: applied best practices 
in risk management
by clifford rossi
iSbn: 978-1-118-04595-4 
 Usd 75.95

A Risk Professional’s Survival Guide fills a critical gap left by existing risk management texts. 
instead of focusing only on quantitative risk analysis or only on institutional risk management, 
this book takes a comprehensive approach by focusing on market risk management from 
a management perspective. the book includes elements such as a case study, examples of 
actual risk management disasters, lessons learned from the recent financial crisis and excel-
based visual basic (vba) modules to provide readers the hands-on application necessary to 
put enterprise risk management into effective practice.



valuing pass-through entities
by eric j. barr 
iSbn: 978-1-118-84866-1
 Usd94.95

Valuing Pass-Through Entities offers valuation professionals a much-needed resource that 
provides a clear explanation of the different perspectives and approaches to the valuation 
process. this book offers an easy-to-apply model that simplifies a process to yield positive 
outcomes and contains a wealth of case studies that demonstrate the real-world effects of 
various valuation methods. from insights on the federal tax structure to changes in individual 
income tax rates, the author explores rational business behaviour and how such behaviour 
is influenced by the overall tax system. the book also outlines a proven framework and 
structure that allows the valuation professional to address what the author terms the pte 
conundrum. 

Designed to be a practical tool, the book’s companion website provides additional cases and 
information, including a blog featuring industry trends and tidbits, additional articles, and the 
insight of the author and other industry leaders. 

Profiling the Fraudster takes a step-by-step approach beyond the fraud triangle to 
identify characteristics in potential fraudsters, employees, and new hires that will sound 
alarm bells. the typical organisation loses a staggering 5% of its annual revenue to 
fraud. traditional fraud investigations focus on the breakdown of internal controls, and 
this book shows you how to recognise the characteristics and behavioural patterns of 
potentially fraudulent people who are entrusted with safeguarding corporate assets. 
this book covers a wide range of organisational fraud types including abuse of power, 
embezzlement, computer fraud, expense abuse, and much more.

profiling the fraudster: removing the mask to 
prevent and detect fraud
by Simon paul padgett 
iSbn: 978-1-118-87104-1
 Usd64.95

Corporate finance: theory and practice, 4th edition
by pierre vernimmen, pascal Quiry, Maurizio Dallocchio, Yann Le fur and antonio Salvi 
iSbn: 978-1-118-84933-0
  Usd90.00

Corporate Finance: Theory and Practice, 4th Edition continues to hold sway as one of the most 
popular financial textbooks that provides the expert guidance and detailed explanations for 
those requiring a strong foundational knowledge, as well as more advanced corporate finance 
professionals. this latest edition includes new information on venture finance and debt struc-
turing, and has been updated throughout with the most recent statistical tables. the compa-
nion website provides statistics, graphs, charts, articles, computer models, and classroom 
tools, and the free monthly newsletter keeps readers up to date on the latest happenings in 
the field. 

when you purchase these titles on the publisher’s website 
at www.wiley.com. use promotional code vbJ88 during 
checkout to receive the discount. promotion is valid till 
22 March 2015. For any enquiry, write to wiley’s customer 
service at: csd_ord@wiley.com.

enjoy

20%
off



n By majella gomes

HOW CAN MALAYSIA BREATHE NEW LIFE INTO 
ABANDONED HOUSING PROJECTS?

life after
abandonment?
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liFe AFter ABANdoNMeNt?

iT’s quite common to drive by 
abandoned housing estates in Malaysia. 
But while Malaysia’s housing industry 
might seem to be plagued by these 
derelict shells, “the situation is really not 
as serious as perceived,” assured Datuk 
Ng Seing Liong, Senior Partner, S L Ng 
& Associates, and two-term President 
of the National Real Estate & Housing 
Developers Association (REHDA). 

“The Malaysian situation is actually 
quite a success story. The majority 
of the 4,769,328 units were developed 
under the sell-then-build system, and 
98.76% of units were successfully 
delivered in the past three decades, 
from 1984 to the second quarter of 
2014. That’s a failure rate of only 1.24% 
over 30 years,” said Datuk Ng. 

However, it cannot be denied that 
this problem was partly mitigated 
through the initiation of certain 
mechanisms over the years to mitigate 
the adverse impacts of abandoned 
projects. Indeed, one key measure 
was the establishment of a Special 
Task Force to address abandoned 
housing projects in 2009, spearheaded 
by the then-Chief Secretary to the 
Government, Tan Sri Mohd Sidek.

reCoGnisinG and dealinG 
With problems

Industry experts at the recent MIA Insolvency 
Conference 2014 zeroed in on the implications 
of the Housing Development Act; legal issues 
affecting abandoned housing projects; successful 
revival of abandoned projects; and recommended 
future actions, during the panel session on 
“Giving Life to Abandoned Housing Projects – 
What can be done?”. 

According to the panellists, deposits 
required of developers have been increased, 
payment schedules have been amended, and a 
home completion guarantee scheme has been 
implemented by the housing development 
authorities. 

“Form 7F is now issued four times a year 
instead of just twice,” Datuk Ng pointed out. “And 
the authorities have been helping “white knights” 
negotiate with banks. Legal issues pertaining 
to the revival of abandoned projects are being 
ironed out. Purchasers are being helped to sort 
out financing issues, including loan restructuring 
and EPF withdrawals. There have also been 
amendments to the Housing Development 
(Control and Licensing) Act 1966 that has 
criminalised certain offences; jails and fines 
now apply. The definition of ‘housing developer’ 
has been expanded to include the liquidators of 

The majority of 
the 4,769,328 
units were 
developed under 
the sell-then-
build system, and 
98.76% of units 
were successfully 
delivered in 
the past three 
decades, from 
1984 to the 
second quarter of 
2014

(L - R) Andrew Heng (moderator), Datuk Ng Seing Liong, Kumar Kanagasingam, Yip Kok Leong and Raveendra Kumar Nathan
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housing developers in liquidation as 
well.”

One of the implications of 
the amendment, added Kumar 
Kanagasingam, Partner, Lee 
Hishammuddin Allen & Gledhill, is that 
liquidators of housing developers in 
liquidation are deemed to come within 
the definition of housing developers 
as a result of the amendment, and 
consequently are subject to the same 
stipulations, rules and provisions of 
the Act that developers are currently 
subject to. 

“Before the amendment, liquidators 
of housing developers in liquidation 
need not apply for housing developer’s 
licences of their own; now they must 
be individually licensed,” he explained. 
“The amendment also makes it easier 
for purchasers to terminate Sale & 
Purchase (S&P) agreements if the 
project has been abandoned for more 
than six months continuously. The 
liquidator of the housing developer 
in liquidation will then have to refund 
all monies paid by the purchaser in 
connection with the S&P. But liquidators 
may not have that kind of money, so how 
can this be resolved? There are conflicts 
arising from this amendment. In fact, 
housing developers and liquidators 
of housing developers in liquidation 
cannot now abandon a housing project 
as it is an offense under the Act and 
punishable by fine and/or jail sentence.

keep Calm, and 
Carry on buildinG

However, Raveendra Kumar 
Nathan, Managing Principal, Rimbun 
Capital pointed out that the number 
of liquidators involved in housing 
projects was small. “There are 
only about ten at present,” he said. 
“Section 3 of the HDA that includes 

liFe AFter ABANdoNMeNt?

liquidators personally as a developer 
and individually (be) licensed is not 
workable. As the licence from the 
company could not be transferred, the 
liquidator will have to apply for a new 
licence, submit a fresh development 
order to the authorities, sign a new 
Sale and Purchase agreement, open 
a new Housing Development Account 
etc.; that is practically impossible.” 

Commenting on the build-then-
sell concept, Yip Kok Leong, Senior 
Vice-President – Group Loan Rehab, 
AmBank (M) Bhd felt that this concept 
has not been really tested in the local 
market as at to-date.  Some developers 

have taken the initiative to implement 
the build-then-sell concept, but the 
limited numbers cannot be taken as 
a “tried and (tested) success story”.  
Some of these developers / projects 
still have teething problems.

“The concept was originally 
adopted to mitigate the possibility 
of abandoned projects but it is not 
foolproof,” he said. “We have to ask 
why the project was abandoned to 
begin with. As long as the project 
is ongoing, the development project 
is expected to generate money so 
it makes no financial sense for the 
developer to abandon the project. 
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liFe AFter ABANdoNMeNt?

how projects are revived.”  
Speaking from the finance perspective, Yip remarked 

that the public perception was that, “No matter what 
happens, the bank always makes money!” But this was not 
always the case.

“Nobody wants to abandon the project – including 
the developer,” he said. “The bank’s view is that if the 
liquidator can produce a commercially and financially-

viable programme, it will certainly be 
considered. Moreover, the amount of 
funding does not have to be in dollars 
and cents; it can take the form of indirect 
funding as well.” 

Opining that investments in property 
were still the most desirable as these 
rarely depreciate, Datuk Ng felt that the 
local industry will continue to develop, 
regardless of the challenges it faced. 
The number of abandoned housing 
projects has decreased in the last few 
years, he said. 

Kanagasingam generally agreed, 
stating however that certain exemptions 
were required in order to make existing 
laws more effective.

Yip called for more stakeholder 
engagement, considering that abandoned 
housing projects were an issue of great 
concern, in general. “Everybody’s views 
should be heard on this matter,” he 
said. “There should be ways of finding 
compromise and better solutions.” 

Nathan, on the other hand, was of 
the opinion that there were enough 
laws and guidelines at present, but 
enforcement was lacking. “There is a 
whole range of stakeholders involved,” 
he agreed with Yip. “For instance, 
lawyers should not act for developers 
and purchasers simultaneously; 

financiers should physically inspect development progress 
before releasing progress payments and local authorities 
shouldn’t approve development orders if (the) premium 
on land conversion is not paid. Sometimes they lack 
knowledge and personnel trained enough for their 
respective roles. If every stakeholder plays their part, 
there won’t be abandonment.” n

Abandonment usually happens when the developer runs out 
of money and/or cash flow. Development is an expensive 
proposition, so the build-then-sell concept is not practical, 
nor will it stop abandonment.” 

But the concept seems to work in other countries – 
Australia in particular, noted Datuk Ng. “It works there 
but not here because Australia is a mature market,” he 
continued. “It has a smaller population but more houses 
than Malaysia.” He explained further 
that in Australia, developers tended to 
buy lots, then subdivide them and put 
in infrastructure. Individual purchasers 
then buy the land with costs already 
factored in. “This of course refers to 
undeveloped areas,” he clarified. 
“City living is different. The system in 
Australia is tough; getting buyers for 80% 
of your project is not easy.” 

Agreeing with Yip on the imposition 
of a fee for the administration of all 
matters pertaining to the restarting of 
abandoned projects, Kanagasingam 
added that the recently-introduced 
Competition Act would be able to 
regulate a fee scale of this nature. “The 
Act is intended to stop profiteering,” he 
said. “So developers cannot impose any 
fee they choose; it will be an offence. The 
authorities should set the fee structure 
for the industry.”

sell, build, abandon, 
revive

Acknowledging that reviving 
abandoned projects is never an easy task, 
Nathan said that three major aspects 
needed to be considered: technical, legal 
and financial/commercial requirements. 
“There are often unanticipated 
complications,” he said. “Sometimes, the land proprietor is 
not the actual developer. There are currently no guidelines 
on how to revive abandoned projects as each revival has to 
be approached differently. Many elements need to come 
together before abandoned projects can get up and running 
again. But at present, there are many regulations to follow 
and awareness is low amongst financiers and authorities on 

there are 
Currently no 
Guidelines on 
hoW to revive 

abandoned 
projeCts as 

eaCh revival 
has to be 

approaChed 
differently. 
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olympiCs:

n saRaVanan Ramasamy

THINK TWICE BEFORE 
BIDDING FOR THE 

OLYMPICS. HOSTING THE 
GREATEST SPORTING 

SHOW ON EARTH CAN BE 
A FINANCIAL DRAG, NOT A 

SUSTAINED GDP BOOST.

HosTing major sporting events such as the Olympics, has 
until recently been a privilege of advanced economies.  But 
the emerging economies have begun to break this trend.  By 
2016, the Olympic games of the 21st century will have been 
hosted in China (2008 Beijing Olympics), Russia (2014 Sochi 
Winter Olympics) and Brazil (2016 Rio de Janeiro Olympics).

But do these games actually make a profit – and generate 
sustained economic growth - for the hosts? By almost every 
measure, the responsibilities – and costs - of hosting the games 
have multiplied exponentially. As stated in ‘Rethinking Olympic 

Infrastructure’ by Associate Professor Judith Grant Long of 
Harvard University , the number of sports represented in the 
Olympic programme expanded from nine in Athens 1896 to 
28 in London 2012 and over the same period, the number of 
medal events grew from 43 to 302. As the number of athletes 
participating rose from 241 to over 10,500, the number of 
coaches, referees, judges and operational staff increased in 
tandem, as did the “Olympic family” made up of officials from 
the International Olympic Committee (IOC), the International 
Federations (IFs), the National Olympic Committees (NOCs) 
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and the Organising Committees of 
the Olympic Games (OCOGs). Let’s 
not forget the enlarged contingent 
of sponsors, media and broadcast 
professionals and volunteers.

“If costs are the benchmark for a 
‘successful’ game,” said Janice Forsyth, 
Director of the International Center for 
Olympic Studies at the University of 
Western Ontario, in a recent interview 
with Forbes, “Sochi is the most 
unsuccessful games in history, bar 
none.”  The Sochi organising committee 
spent an estimated US$51 billion on 
the games, surpassing the next most 
expensive Olympics (Beijing Summer 
Games, 2008) by about US$8 billion.

From a pure accounting viewpoint, 
it is definitely not too far-fetched to state 
that Olympics almost never make money 
in pure direct revenue contribution.  

revenue from 
tiCket sales, sale 
of broadCastinG 
riGhts and 
sponsorship Can 
hardly Cover the 
Costs

As such, why would any country 
want to host the Olympics?

as the Arthur Andersen/CREA report 
(1999), projected a AUD$3.8 billion 
economic benefit from the Olympics 
in 2000, taking into account AUD$8.4 
billion in direct hosting costs and 
the expected tourism impact for five 
years after the event. 

However, subsequent studies 
suggest that the economic benefits 
were significantly overstated.  A 
detailed costing by the New South 
Wales (NSW) Auditor General found 
that the NSW government made a 
loss of AUD$1.3 billion.  Likewise, 
a fuller assessment of the economic 
benefits through studies such as ‘The 
Sydney Olympics, Seven Years On: An 
Ex-Post Dynamic GCE Assessment’ 
by Madden and Giesecke from 
Monash University, concluded that 
the 2000 Olympics delivered a net 
economic loss to the Australian 
economy of over AUD$2 billion over 
the period from 1998 to 2006.  

COSTS AND DIRECT REVENUES OF
SELECTED OLYMPIC GAMES
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Source: International Olympic Committee (IOC), Preliminary estimates of costs 
only for the 2014 games. Adopted from European Bank for Reconstruction and 
Development

In September 1993, Australia 
came from behind, securing eight 
out of the available 11 votes (just 
two ahead of China) in its bid to 
host the 2000 Olympics.  Measured 
in terms of Olympic gold medal 
success, Australia achieved a return 
on investment of 58 medals, placing it 
fourth in the medal tally. Studies such 
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impaCt of the 
sydney olympiCs 
on Gross domestiC 
produCt (Gdp)

They claimed that projections 
over-estimated two key assumptions, 
namely the impact on tourism and 

olympiCs and 
number of jobs 
Created

Given the potential losses and 
lack of economic benefit, why are 
emerging economies increasingly 
showing interest in hosting costly 
sporting events such as the Olympics 
and the World Cup, breaking the 
monopoly held by the developed 
nations?

Preparations to host are 
monumental and costly. Emerging 
economies typically face higher costs 
of staging these events, primarily 
because their existing infrastructure 
is inadequate and they lack the 
technologies and management 
expertise to host these events. 
Russia’s Sochi games, according 
to a recent report published in the 
Nasdaq, cost the host nation an 
estimated US$51 billion, or 500% 
more than the original estimated cost 
of USD$10.3 billion.  According to 
the same report, Russia spent US$9 
billion on a new road that connected 
host city Sochi’s seaside with its 
mountain regions.

The games’ value proposition 
perhaps lies in developing 
infrastructure to improve investor 
and consumer confidence and 

PRE-OLYMPIC STUDIES OVERSTATED 
ECONOMIC BENEFITS

IMPACT OF THE SYDNEY OLYMPICS ON GDP

Post-Olympic
economic study

Pre-Olympic
economic study
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olyMPiCs: overNight eCoNoMiC BooM?
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Emerging economies 
typically face higher costs 
of staging these events, 
primarily because their 
existing infrastructure 
is inadequate and they 
lack the technologies and 
management expertise to 
host these events. 

the degree of flexibility in the labour 
market.  

Olympics do create jobs. However, 
most of these jobs are temporary in 
nature, confined to the construction, 
event management and tourism 
industries.  According to a recent 
report by the European Bank for 
Reconstruction and Development, of 
the 48,000 jobs created by the London 
Olympics in 2012, only approximately 
10% are estimated to have been filled 
by previously unemployed people.    
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attract global investment, which in 
turn is anticipated to lead to higher 
economic returns on the much-
needed infrastructure. It would be a 
virtuous cycle, if it works. 

For example, according to the 
European Bank for Reconstruction 
and Development, the 2012 Olympics 
gave a major boost to the regeneration 
of East London as well as arguably 
helped to improve the reliability of 
London’s public transport network. 

beWare the White 
elephants

However, the greater challenge 
lies in leveraging other facilities of 
the games, such as sports centres, 
hotels and convention centres 
to boost a country’s longer-term 
development prospects. And this is 
where most hosts fail.

In many cases, these facilities 
remain idle or underutilised.  Take 
Beijing’s acclaimed Olympic venues 
which are said to be saddled with 
high maintenance costs and are 
struggling to get by. Despite being 
a mainstay on tour itineraries, the 
Bird’s Nest stadium which cost 
US$480 million to build and requires 
upkeep costs of US$11 million a 
year is at risk of becoming a white 
elephant. 

On the domestic front, Malaysia 
hosted the 16th Commonwealth 
Games in 1998 which was the 
first ever held in Asia and the last 
games of the twentieth century. 
It was also the biggest sporting 
event Malaysia has ever hosted, 
requiring the construction of the 
National Sports Complex in Bukit 
Jalil, Kuala Lumpur to cater to a 
wide variety of sporting events at a 
cost of US$200 million.  However, 

after 17 years, the facilities, with the 
exception of the Bukit Jalil National 
Stadium, are underutilised and 
the attempt to convert the sports 
village into af fordable housing did 
not materialise.

In hindsight, it seems obvious 
that investments in the Olympic or 
other games infrastructure should 
be positioned as part of a broader 
urban agenda. However, many 
host cities have developed games 
infrastructure only to realise later 
that these facilities have not become 

catalysts for widespread urban 
development, but rather eyesores.

buildinG a business 
Case for Games

Over the past twenty years, the 
number of host cities bidding for the 
games has not markedly decreased, 
but the composition of cities in the bid 
pool now includes a larger proportion 
of cities from emerging economies. 
This makes sense, as the fallout from 
the global financial crisis of 2008 has 
augmented financial and political risks 
in advanced economies; cities in these 
developed nations thus have to forgo 
the privilege – or burden! - of serving 
as Olympic host cities.  

In hindsight, it would be wise to 
learn from the examples of previous 
host nations. Emerging economies 
which aspire to host major sporting 
events need to better balance the costs 
and benefits of the games; do not 
expect an overnight economic boom 
from hosting such events. Rather, 
be prepared for possible billion-
dollar losses and urban decay, not 
regeneration. n

olyMPiCs: overNight eCoNoMiC BooM?

Source: International Olympic Committee (IOC) estimates. Adopted from European 
Bank for Reconstruction and Development
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Over the past twenty years, 
the number of host cities 
bidding for the games has 
not markedly decreased, 
but the composition of 
cities in the bid pool 
now includes a larger 
proportion of cities from 
emerging economies.
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n By dR. jashua Rajesh modaPothala

movinG to

Gri G4
The new GRI G4 Sustainability Reporting 
Guidelines are more challenging 
for reporting organisations, but will 
ultimately result in higher-quality 
disclosure focusing on materiality and 
good governance.

WHile striving to meet the goal of integrating sustainability 
into mainstream corporate behaviour and reporting, the GRI 
(Global Reporting Initiative) framework [one of the most 
preferred voluntary reporting guidelines in the world] is 
continually being updated to reflect changes in sustainability 
reporting and adapt to new and emerging challenges. 

2000  GUIDELINES

G2

G3

G3.1

G4

2000

2002

2006

2011

2013

Figure 1: GRI-Guidelines timeline
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MoviNg to gri g4

G4 Guidelines

Prior to the inception of G4, the 
GRI Guidelines have undergone 
several cycles of improvement as in 
figure 1. The new G4 Guidelines 
are the outcome of an intensive, two 
year, multi-stakeholder process. The 
G4 Guidelines were approved by the 
GRI Board of Directors in April 2013 
and were launched in May 2013. 

impaCts of G4

G4 is expected to catalyse key 
changes in reporting, which will 
present new levels of challenges for 
preparers, but will ultimately result in 
higher quality reporting with a focus 
on materiality and good governance.  

Emphasis on Materiality
The Materiality Principle, 

as defined in the G3 Guidelines 
(2006), has not changed in G4. (The 
Materiality Principle states that the 
report should cover aspects that 
reflect the organisation’s significant 
economic, environmental and social 
impacts; or substantively influence 
the assessments and decisions of 
stakeholders). 

G4 places greater emphasis on 
materiality, which means organisations 
should provide only disclosures and 

indicators that reflect their economic, 
environmental and social impacts, on 
the basis of a dialogue with their 
stakeholders. The challenge is for 
the reporting organisations and 
information users to concentrate on the 
economic, environmental, and social 
impacts that really matter, resulting in 
reports that are more strategic, more 
focused and more credible, as well as 
easier for stakeholders to navigate. 

As a further challenge, 
organisations are to explain the 
process they use to identify their 
material aspects. Organisations 
need to formalise and document 

G4 Guidelines aim to

be user-
friendly for 
beginners and 
experienced 
reporters;

align with other 
international 
reporting 
references 
(frameworks); 

provide a lead 
to reports 
that focus on 
material topics; 

improve 
technical 
quality, 
with clear 
definitions; 

offer guidance 
of how to link 
sustainability 
and integrated 
reporting 
aligned with 
IIRC; and

improve data 
accessibility 
[through XBRL 
(eXtensible 
Business 
Reporting 
Language) 
taxonomy].

G4 is expected to catalyse 
key changes in reporting, 
which will present new 
levels of challenges 
for preparers, but will 
ultimately result in higher 
quality reporting with a 
focus on materiality and 
good governance.
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their materiality process (including 
stakeholder analysis), detail the 
methods used and disclose this in 
their reports. 

Reporting Boundaries
The concept of ‘Boundary’, as 

defined in the G3 Guidelines, has 
significantly changed in G4. In G4, 
organisations are requested to identify 
and describe where impacts occur for 
each material aspect identified. 

The prime consideration for 
boundary setting is where impacts 
related to a material aspect occur: 
within or outside of the organisation, 
or both, regardless of whether the 
organisation exerts control or 
significant influence over a particular 
entity. This encourages companies 
to consider and report on a broader 
range of impacts. 

In order to comply with G4, the 
challenge for the companies is to 
report on the process they use to 
define the boundary of impact for 
each material aspect. Companies that 
don’t yet have this process in place 
will need to design it before moving 
to G4, and all reporters will need to 
document and report on this process. 
Reporting organisations will also have 
to pay more attention to the economic, 
social and environmental impacts in 
their supply chain, as the broader 
‘Boundary’ for reporting on material 
aspects encourages a greater focus on 
supply chain impacts. 

‘In Accordance’ Levels Replace 
A, B, C

In G4, the maturity of organisations’ 
reports can be demonstrated by 
introducing two ‘In Accordance’ levels: 
‘Core’ and ‘Comprehensive’. 

Organisations can choose to 
prepare a report that either:
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MoviNg to gri g4

1. meets one of the two ‘In 
Accordance’ levels, i.e. complies 
with the Guidelines on either a 
‘Core’ or ‘Comprehensive’ level or 

2. use the Guidelines without 
meeting the ‘In Accordance’ 
criteria.

The challenge here is that 
reporting organisations need to meet 
more criteria to achieve the Core and 
Comprehensive ‘In Accordance’ levels 
than they did to achieve the previous A, 
B or C application levels. Alternatively, 
reporters can choose not to use the 
‘In Accordance’ levels and simply use 
the G4 Guidelines as a broad guide to 
reporting. Materiality will be the key 
factor if the reporting organisations 
want to report against G4.

Governance Disclosures
Compared with G3, 10 new 

standard disclosures on governance 
have been introduced on governance, 
along with a new category of 
disclosure on ‘Ethics and integrity’. 
Most of the new disclosures relate 
to information on the composition, 

involvement and authority of the 
reporting organisation’s highest 
governance body. Specific areas of 
disclosure to note include:

• The nature and number of 
critical concerns communicated 
to the highest governance body. 

• The remuneration process, 
including the ratio of 
remuneration of the highest 
paid individual to the median 
annual total compensation for all 
employees in each country with 
significant operations.

In order to achieve the 
‘Comprehensive’ level of reporting, 
organisations need to disclose more 
complex governance indicators 
on remuneration ratios which may 
require new processes for data 
collection and reporting. 

New Supply Chain 
Requirements

In G4, supply chain issues are 
given more prominence. Companies 
must disclose how they manage 
environmental, social and societal 
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MoviNg to gri g4

issues related to the material impacts 
of their supply chains. 

G4 requires companies to disclose: 
• The number of suppliers 

screened using criteria for 
environmental and societal 
impacts including labour 
practices and human rights

• Significant actual and potential 
negative impacts identified in 
the supply chain 

• Actions taken to prevent, 
mitigate or remediate the 
impacts identified

• The number of grievances 
relating to supply chain impacts 
that are filed, addressed and 
resolved through formal 
grievance mechanisms.

Companies should disclose 
significantly more information on 
supply chain impacts, including 
details of supply chain assessments, 
risks identified, the organisation’s 
performance in managing these risks 
and the management processes put 
in place. 

Many companies reporting against 
G4 will need to design and implement 
a process for assessing supply 
chain impacts, and demonstrate 
the robustness of their approach to 
managing these impacts. It is likely 
that this will require new processes 
to collect and report information on 
performance, such as the number of 
suppliers that have significant negative 
environmental or social impacts.

Others (Linkages & Sector 
Supplements)

G4 aligns with other reporting 
standards including the OECD 
Guidelines for Multinational 
Enterprises, the United Nations Global 
Compact Principles, and the UN 
Guiding Principles on Business and 

Human Rights. Sector Supplements 
will become an integral part of the 
reporting requirements both for core 
and comprehensive in accordance 
with GRI G4 Guidelines. The sector 
specific content from the Sector 
Supplements is now presented in the 
GRI Sector Disclosures documents, 
in a new format, to facilitate its use in 
combination with the G4 Guidelines. 
Under GRI, sector disclosures 
apply to the following ten sectors: 
airport operations, food processing, 
construction and real estate, media, 
electric utilities, mining and metals, 
event organisers, NGO, financial 
services, and oil & gas.

makinG the 
transition 

GRI has set a two-year timeline 
for transition, meaning that reports 
issued after 31 December 2015 must 
follow G4. Until that date, companies 
can continue to report using G3/G3.1 
and GRI recommends that ‘first time 
reporting’ organisations should use 
the G4 guidelines. 

uphill task 
for reportinG 
orGanisations?

The success of transition 
depends on the stance of reporting 
organisations towards sustainability 
reporting. 

For organisations in the higher-
end group (those which have started 
integrating sustainability into their 
business strategy, consolidated 
information and streamlined their 
management processes), the changes 
should accelerate their adoption of 
integrated reporting and alignment 
with UN Global Compact and OECD 
Guidelines. 

The transition might be challenging 
for the middle range group or 
intermediary organisations. Where the 
lower-end organisations are concerned 
(either beginners or those in the early 
stage of adopting sustainability), GRI 
might pose an uphill task. 

However, the benefits of GRI far 
outweigh the challenges. Organisations 
which truly want to succeed in GRI G4 
need clear leadership who must be 
committed to adopting sustainability 
and championing the best interests of 
the business and their stakeholders. n

[Source: GRI website (https://www.
globalreporting.org/reporting/g4/Pages/
default.aspx); Guidance documents and G4 
FAQs]

Dr. Jashua Rajesh Modapothala is a 
lecturer at the School of Business, 
Monash University (Malaysia Campus). 
His principal research interest is in 
organisational practices especially 
on Sustainability Responsibility, Data 
Mining and Business Information 
Systems. He can be reached at jashua.
rajesh@monash.edu
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By anis Ramli
BAlAnCE    

Mexican telecoM billionaire carlos sliM Helú 
cHallenged tHe status quo wHen He called for a 

tHree-day work week. Anis RAmli puts His sliMMed-
down Model under tHe Microscope. 

the Work Week

Slimming
  Down
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Folks can enjoy a 
four-day weekend, 
society will have 
a better quality of 
life and produce 
more productive 
employees. Happy 
families equal 
happy workers. 

sliMMiNg doWN the Work Week

wasted hours commuting to work and/or the 
exorbitant costs of living in the city.

 Where there’s a Will, 
there’s a Way

With technology on the rise and increases 
in life expectancy, it is not impossible for 
companies to consider trimming work week 
hours. There is a precedent.

In 2008, the state of Utah in the United States 
implemented a shorter work week for its local 
government employees. It was “TGIT – Thank 
God It’s Thursday” for state employees who 
put in 10-hour days under the new approach, 
but the benefit was they enjoyed a three-day 
weekend. It was great for the workers. Studies 
showed increased productivity, lesser reports 
of absenteeism and generally, high morale for 
workers all around since their quality of life 
rose greatly. 

The initiative was short-lived, however. 
When the public complained of not gaining 
access on Fridays to many local council 
services, Utah reluctantly reverted to its five-
day work week. But here’s the thing. Utah’s 
three-year large-scale efforts appear to support 
Slim’s arguments.

While the local workforce is still 
trying to wrap its head around a five-
day work week in all sectors (as some 
businesses stubbornly continue to 
work Saturdays), the world is already 
being exhorted to adapt itself to an 
even shorter work week. Three days.

The notion of a three-day work 
week was first argued by Mexican 
telecom mogul Carlos Slim. While 
Slim did not say outright that the 
traditional five-day work week model 
is archaic, he did point out a couple of 
interesting facts. 

For instance, yes, perhaps we all 
needed to put in the hours in the old 
days because the world was poorer 
and the economy was in bad shape 
and life expectancy was shorter. But 
surely not today, when technology and 
automation mean that people are able 
to work well into their golden years 
and extend their productive spans? 

Slim’s model claims that where 
folks can enjoy a four-day weekend, 
society will have a better quality of 
life and produce more productive 
employees. Happy families equal 
happy workers. 

As far as theories go, Slim may be 
right on some levels. While unions 
may be wary of the idea and bosses not 
quick enough to buy into a three-day 
work week, it does prompt a look into 
flexi-working hours. Or reorganising 
the work schedule. After all, high on 
the gripes of workers today are the 

Not too loNg ago, the idea of traNsitioNiNg to a five-day 
work week, aNd chaNgiNg the half-day saturday to a 
full day of rest, seemed almost alieN. lookiNg back at 
how we actually worked part of the weekeNd, what 
were we thiNkiNg?
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sliMMiNg doWN the Work Week

 the proof is in the 
data     

Not convinced? An increasing 
number of research and corporate 
studies further support how a shorter 
work week increased productivity, 
improved health and enhanced 
employee retention rates. Those 
favouring a compressed work week 
say that shorter working hours mean 
workers have little time to waste. 
Distractions – such as logging onto 
social media or using office time to 
run personal errands – are cut down 
as workers are forced to complete the 
job at hand. This jives with a report 
by Anna Cootes, Head of Social Policy 
at the New Economics Foundation 
in London on working fewer hours. 
Cootes says “people who work shorter 

hours are more productive hour for 
hour”, which translates into good for 
the economy. Plus, the longer weekend 
allows them to do what they normally 
would do during the workday.  

So why aren’t companies rushing to 
implement a shorter work week?

Like the Utah model, the idea of 
a compressed work week may not 
be ideal for all sectors. Obviously, it’s 
not acceptable for local councils and 
governments or even those in the 
service industries, but what about other 
businesses such as those in the creative 
field?

Here’s the thing. Cutting down 
the work week would mean workers 
having to work longer hours. When 
Utah’s state government trimmed its 
work week, employees were working 
an extra two hours a day. Longer hours 

meant working parents had to make 
changes to accommodate the new work 
schedule, such as rearranging school 
bus times and accommodating longer 
childcare hours. 

These minor adjustments, including 
the extended office hours, may not 
appeal to everybody. But those who 
don’t mind are likely to be the ones that 
become more productive.

The challenge, therefore, is for 
companies to be creative in making the 
compressed work week model practical 
and appealing. For instance, companies 
can consider staggering workers’ work 
schedules. One group can work 10-hour 
week Mondays to Thursdays, the other 
group works the same number of 
hours Tuesdays to Fridays. This way, 
companies can ensure customers get 
access to them throughout the week. 
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sliMMiNg doWN the Work Week

NGOs could look into a similar 
model. At the Islamic propagation and 
learning centre Al-Khaadem, staff work 
on rotational Saturdays to ensure the 
public can access its services on the 
weekends. 

Telecommuting and flexiwork 
hours are other options. Technology 
has massively facilitated working from 
home. Companies that adopt this more 
flexible working pattern are more 
likely to successfully retain the talent 
that they could otherwise not attract in 
a typical five-day week model. At Slim’s 
own Telmex, workers are allowed to 
work past retirement age, work four-
day weeks, and still earn their full 
salary. Similarly, Oregon’s online 
education tech company, Treehouse 
pays full salary and benefits to all its 
employees despite everyone working 
just four days a week. Despite a 32-hour 

work week, Treehouse has achieved 
over US$10,000,000 in annual sales 
with a yearly revenue growth of over 
120%.

Surprisingly, or maybe not 
surprisingly, the Treehouse model 
perfectly exemplifies why working 
longer hours may not necessarily equal 
more productivity. According to an 
Organisation for Economic Cooperation 
and Development (OECD) report 
last year, Americans work a lot. 
Specifically, 1,800 hours a year; a little 
more than the OECD average. But, 
they also bring home US$40,000 in 
disposable income, which is more than 
the 30 other advanced and developing 
countries OECD tracked for their 
data. So generally, Americans are 
productive. But get this. Germans, who 
work lesser hours than their American 
counterparts (on average 35 hours per 
week), produce even more. And they 
get 24 days paid vacation, too!

There are certainly lessons to 
be learnt from the OECD report 
and Slim’s three-day work week 
proposal. Companies should motivate 
employees to work diligently and be 
more focused. There should be zero 
tolerance for frivolous activities and 
distractions during working hours, 
which means no trolling Facebook, no 
office gossip and no multiple coffee 
breaks. 

Similarly, employees should not 
be allowed to bring work home. 
There should be a distinct separation 
between work and play. When this is 
established, it will bring about a more 
balanced lifestyle, allowing workers 
to return to work refreshed and 
ready to put in the hours. Only when 
organisations and people are willing to 
change their mindsets and attitudes 
can the work week be trimmed for a 
more productive outcome. n

Employees should not be 
allowed to bring work 
home. There should be 
a distinct separation 
between work and play. 
When this is established, 
it will bring about a 
more balanced lifestyle, 
allowing workers to 
return to work refreshed 
and ready to put in the 
hours. 
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HOW EFFECTIVE IS IT? 
Responding to your enquiries or acknowledging 
your feedback is absolutely important to us. And 
we want to ensure that we respond to you 
correctly and accurately. For general enquiries, 
we will get back to you in 3 working days while 
technical enquiries will be responded to within 
10 working days.

MIA E-FEEDBACK
“WE ALL NEED PEOPLE WHO WILL GIVE US 

FEEDBACK. THAT'S HOW WE IMPROVE...”
BILL GATES

TELL US WHAT 
ELSE WE CAN DO 

BETTER!
We'd love to know how we 

are doing so that we can 
focus on servicing you 

better. Just write to us. We 
are just one E-Feedback 

away!

And we want you to know 
that the time taken to share 

your thoughts and ideas 
with us is invaluable to us.

Your support to improve our 
services is truly appreciated!

WHAT IS MIA E- FEEDBACK? 
The MIA E-Feedback is the Institute’s 
online portal where you can send in your 
enquiries and comments to us. 
Introduced in 2009, it is accessible 24/7 
and is very user friendly.

IS IT FREE?
Yes it is! However, we do need to 
highlight one important fact though - 
as much as we try to make MIA 
E-Feedback available freely to 
everyone, servicing our members is 
still our number one priority! 
Therefore, technical enquiries that we 
receive via MIA E-Feedback can only 
be made by our members. Members 
will need to login to MIA's website 
before posting their technical 
enquiries.

HOW DOES THAT WORK? 
The MIA E-Feedback sorts out the questions based on the subject 

matter. Subject matter could range from general matters to more 
specific enquiries on CPE Audit, CPE Events, Membership matters, 

MIA website, Subscription, Auditing, Ethics, Regulatory Guidelines, etc.       
All your questions or comments will be directed by our supporting staff 

to a panel of experts based on the subject matter.

HOW TO ACCESS THE
MIA E-FEEDBACK

Go to www.mia.org.my and click on the E-Feedback 
tab. The General Enquiry Form will appear and you 

may submit your enquiry.

Do you have some great ideas or 
suggestions on improving our service 
levels? We like to hear it! Feel free to 
share with us your experience on good 
services that you think we 
can emulate. In fact, 
E-Feedback it to us!
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