
A Bimonthly Publication of the Malaysian Institute of Accountants 



Small 
Business 

Accounting
& ERP 

Payroll 
& HR 

CRM

Open up new possibilities
with Sage’s suite of solutions

At Sage, we believe in enabling 
businesses. Find out how ouraccounting 
and business management solutions can 
empower you to do more. 
Contact us at enquiry.asia@sage.com

Sage Software Asia Pte Ltd
8 Commonwealth Lane, Utraco Greentech Building, #04-01,Singapore 149555.
Tel: +65 6336 6118 | Fax: +65 6479 6138

Search for Sage Asia on Facebook, Twitter and LinkedIn.

www.sageasiapac.com



C

M

Y

CM

MY

CY

CMY

K

FA_MIA_150713_out.pdf   1   7/15/2013   10:38:05 AM



2     accountants today | JULY / AUGUST 2013

Contents
JULY / AUGUST  2013

	 editor’s	note
5 Capitalising on Change

	 cover	story
6  empowering islamiC FinanCe Efforts to 

harmonise Islamic finance reporting standards with 

global IFRS could improve comparability and transparency 

for Islamic investment and put shariah finance on a 

more even footing with the mega players in conventional 

finance and banking. 

 MIA	Conference	2013
10  managing value, aCCelerating 

growth How can accountants create and harness 

value and growth in spite of volatile global economic 

conditions and complex challenges? Find out how at the 

MIA International Accountants Conference 2013.

 accounting+auditing
12  aCCounting salary trends Accounting 

professionals in Malaysia continue to enjoy healthy 

demand, buoyed by expansion in finance shared services.

16 Boosting the quality and eFFiCienCy 
oF smaller entity audits 

18 adoption oF iFrs: what the audit 
Committee needs to Know 

20  audit evidenCe – iF it’s not 
doCumented, it’s not done It is critical to 

get audit documentation right to ensure the objectives of 

the audit are met and to contribute to the effectiveness of 

the overall audit process.

22 maKing your praCtiCe more 
proFitaBle 



JULY / AUGUST 2013 |  accountants  today      3     

	 governance
28  proposed new guidanCe aims to 

improve puBliC seCtor governanCe IFAC 

and CIPFA Issue Good Governance in the Public Sector –

Consultation Draft for an International Framework

	 economy
30  Branding malaysia as a high value 

destination For FinanCe shared 
serviCes 

 tax
36  tax planning It is vital for individuals or companies to 

have a well-planned tax strategy that enables them to enjoy 

tax benefits or incentives, simultaneously manage any of its 

tax risks and yet still contribute towards nation building.

	 management+business
40  growth amidst unCertainty Senior Finance 

Executives Cautiously Optimistic About Business Prospects, 

but Uncertainty Challenges Their Ability to Manage 

Performance, Accenture Study Finds. Majority to reinvest cash 

rather than increase cash reserves.

44  to hedge or not to hedge – that is the 
question!

48  how to Choose an aCCountant

52  CFo and Beyond How should CFOs prepare for a 

transition to the Board?

56 how to prevent Fraud

59 BooK review

26-27 November  2013  Kuala lumpur CoNveNtioN CeNtre



4     accountants today | JULY / AUGUST 2013

publishing	consultant
executive mode Sdn bhd (317453-p)
Tel: +603-7118 3200, 3205, 3230   
Fax: +603-7118 3220
e-mail: executivemode@executivemode.com.my
web: www.executivemode.com.my

printer
bHS book printing Sdn bhd (95134-K)
Lot 17-22 & 17-23, Jalan Satu, Bersatu Industrial Park 
Cheras Jaya, 43200 Cheras, Selangor DE
Tel: +603-9076 0816, 9076 0825, 9074 7558
Fax: +603-9076 0785, 9074 7573
e-mail: bhsprint@tm.net.my

Editorial	Advisory	Board
Johan Idris
Datuk Zaiton Mohd Hassan

editor
Ho Foong Moi

Corporate Communications
Iszudin Mohd Amin, Head
Thane Meyyappan, Manager
P. Mohana Poopathi, Executive
Nurul Nadira Muhammad Shaharudin, Executive

Writers
Nazatul Izma 
Patricia Francis
Celia Alphonsus 

Vision and Mission
mia’S viSioN
n To be a globally recognised and 

renowned Institute of Accountants 
committed to nation building.

mia’S miSSioN
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 
Act) states that the functions of the Institute 
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 
the profession of accountancy;

•  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.

MIA	Council
aCCouNtaNt GeNeral
Datuk Wan Selamah Wan Sulaiman

DeputY aCCouNtaNt GeNeral, Corporate
(Nominee of the Accountant General in MIA Council)
Dato’  Rosini Abdul Samad

preSiDeNt
Johan Idris

viCe-preSiDeNt
Datuk Zaiton Mohd Hassan

CouNCil memberS
Assoc. Prof. Dr. Mohamat Sabri Hassan
Dr. Nurmazilah Dato’ Mahzan
Prof. Dr. Rozainun Ab Aziz
Assoc. Prof. Dr. Noraziah Abu Kasim
Ken Pushpanathan
Ooi Thiam Poh, Alex
Yeo Tek Ling
Mohamed Raslan Abdul Rahman
Dato’ Abdul Rauf Rashid
Mohd Noh Jidin
Mustapa Kamal Mohd Razali
Eugene Wong Weng Soon
Zahrah Abd Wahab Fenner
Ahmad Zahirudin Abdul Rahim
Chan Wan Siew, Paul
Dealanathan Joseph Lourdes
Kua Choo Kai, Simon
Leong Kah Mun
Dato’ Narendra Kumar Jasani
Dato’ Raymond Liew Lee Leong
Soh Siong Hoon, Sam
Soo Hoo Khoon, Yean
Subramaniam A. V. Sankar

CHieF eXeCutive oFFiCer 
Ho Foong Moi

CHieF operatiNG oFFiCer
Datin SK Yap

reGiStrar
Sudirman Masduki

publisher
malaysian institute of accountants
Dewan Akauntan
2 Jalan Tun Sambanthan 3, 
Brickfields, 50470 Kuala Lumpur
Tel: +603-2279 9200   
Fax: +603-2274 1783, 2273 1016
e-mail: mia@mia.org.my  
web: www.mia.org.my

Accountants Today is the official publication of the Malaysian 
Institute of Accountants (MIA) and is distributed to all members 
of the Institute. The views expressed in this magazine are not 
necessarily those of the MIA or its Council. Contributions 
including letters to the Editor and comments on articles 
appearing in the magazine are welcomed and should be 
sent to the Editor as addressed below. All material without 
prejudice appearing in Accountants Today are copyright and 
cannot be reproduced in whole or in part without written 
permission from the Editor.

editor, Accountants Today, Dewan akauntan,
2 Jalan tun Sambanthan 3, brickfields,
50470 Kuala lumpur, malaysia

tel: +603-2279 9200, Fax: +603-2274 1783
e-mail: communications@mia.org.my
web: www.mia.org.my

MIA	Regional	Offices
reGioN CHairmaN

Northern Region (Perlis, Kedah & Penang)
Tel: 04-261 3320  Fax: 04-261 3321

Johor
Johor Bahru  Azizan Zakaria
Tel: 07-227 0369  Fax: 07-222 0391

Sarawak
Kuching  Tuan Haji Wan Idris Wan Ibrahim
Tel: 082-418 427  Fax: 082-417 427

Sabah
Kota Kinabalu Winson Chong Kan Hiung
Tel: 088-261 291  Fax: 088-261 290

advertising Sales 
& Subscription
Corporate Communications Team
email: communications@mia.org.my



JULY / AUGUST 2013 |  accountants  today      5     

editor’s note

From day one, the Malaysian Institute of Accountants 
(MIA) has been committed to enriching the well-being 
and growth of its members. One strategy is to expose 
members to new developments to help capitalise on 

market demand. 
MIA has identified Islamic finance (IF), amongst others as a 

key growth sector offering abundant opportunities for account-
ing and finance professionals. In line with this, MIA recently 
organised the Islamic Finance Conference 2013 skewed to areas 
impacting the accountancy profession. 

What are some of the developments in IF that members need 
to be aware of? Where can members add value to IF and fill the 
talent gap? Malaysia is a strong advocate of the harmonisation 
of Islamic finance reporting with IFRS (International Financial 
Reporting Standards) to improve global competitiveness and 
comparability, and members with strong IFRS expertise would 
be able to contribute here. Shariah audits to provide assurance of 
Shariah compliance and good governance are also a high-poten-
tial area where auditing skills could be a good fit. Read more on 
how accountants can thrive in Islamic finance in our cover story 
on the Islamic Finance Conference 2013.    

Promoting SMP growth is a continuing effort for MIA. There 
are many upcoming changes which will affect our members in 
this sector – such as the anticipated roll-out of IFRS for SMEs 
and XBRL, the new Companies Bill, and proposed audit exemp-
tion, to name a few examples – and members must be informed. 
Fortunately, other markets have also gone through such shifts, 
and we can learn from them. In this issue, Mark Spofforth, past 
President of the ICAEW and a partner in a West Sussex practice, 
shares strategies on how to make your practice more profitable. 
In another article, SMPs should also consider automation to 
lower costs and increase profits and audit quality, advises IFAC.

The underlying message is that members must be prepared 
to capitalise on change. Change need not be a risk, but an oppor-
tunity for growth. Here at MIA, we will do our best to guide and 
support our members to ensure they remain relevant even as 
their roles evolve.  

MIA Council Members and the Secretariat staff would like 
to take this opportunity to wish all our Muslim readers ‘Selamat 
Hari Raya Aidilfitri, Maaf Zahir Batin.’   n

EDITOR

Capitalising on change

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

letters to the editor ///// 

The Malaysian Institute of Accountants (MIA) is 
pleased to announce the appointment of  Johan 
Idris and Datuk Zaiton Mohd Hassan as the new 
MIA President and Vice-President respectively. Both 
appointments took effect on 22 July 2013.

Johan succeeded Datuk Mohd Nasir Ahmad who 
has retired as MIA Council Member on 15 July 2013, 
whilst Datuk Zaiton filled the Vice-President’s post. 
Johan is no newcomer to MIA. Johan was elected as 
the Vice-President of MIA on 29 March 2013.

He is a Partner in KPMG and heads the Audit 
Practice as well as the Energy and Natural Resources 
line of business. He is a member of the Audit and 
Accounting Committee at KPMG Malaysia. He was 
also the CSR partner of KPMG Malaysia.

Datuk Zaiton was appointed as MIA Council 
Member on 16 July and she is currently the President 
of the ACCA Malaysia Advisory Committee. Datuk 
Zaiton is the Managing Director of Capital Intelligence 
Advisors Sdn Bhd. 

She is also the Chairman of the Private Pension 
Administrator Malaysia and also a Director of Bank 
Islam Malaysia Berhad, Sime Darby Berhad, and Credit 
Guarantee Corporation Malaysia Berhad. She was for-
merly the President/Executive Director of Malaysian 

Rating Corporation Berhad (MARC). Prior to joining 
MARC, Datuk Zaiton served 12 years with Malayan 
Banking Berhad in various senior positions including 
that of General Manager, Group Strategic Planning, a 
post she held until her resignation in 1996.

MIA is also pleased to announce three other new 
members of the Institute who have been appointed 
into the MIA Council, effective 16 July 2013.  These 
new members are appointed by the government 
from among distinguished scholars, representatives 
of regulatory and professional bodies as well as senior 
executives from leading firms.

The three new members are as follows:
• Dato’ Abdul Rauf Rashid, Country Managing 

Partner, Ernst & Young 
• Prof. Dr. Rozainun Ab Aziz, Dean Faculty of  

Accountancy, UiTM
• Yeo Tek Ling, Chairman, Country Branch 

Committee, CIMA Malaysia

A complete biography for each, together with the 
latest list of MIA Council Members is available on the 
Institute’s website: www.mia.org.my 

JoHaN iDriS aND DatuK ZaitoN moHD HaSSaN eleCteD aS tHe NeW mia preSiDeNt aND viCe-preSiDeNt  

Johan idris

Datuk Zaiton 
mohd Hassan
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empowering

cover

Efforts to harmonise Islamic finance reporting standards with global IFRS could improve 
comparability and transparency for Islamic investment and put shariah finance on a more 
even footing with the mega players in conventional finance and banking. Furthermore, 
the introduction of new Islamic finance legislation coupled with efforts to improve shariah 
governance and audits and grow the talent pool augur well for the sector’s future

The global banking landscape has 
undergone profound changes in 
the wake of the global financial 
crisis and the subsequent back-

lash against banks. Nonetheless, the 
bright spot which is Islamic Finance (IF) 
has remained consistent in its growth, and 
recognition of its tremendous latent poten-
tial is on the uptake.

Despite enviable double-digit annu-
al growth rates, IF is a minnow swim-
ming against the bigger fish in conven-
tional finance. Mohamad Safri Shahul 
Hamid, Deputy CEO, CIMB Islamic 
Bank Berhad said at the recent Islamic 
Finance Conference 2013 organised by the 
Malaysian Institute of Accountants (MIA) 
that: “If you compare the size of Islamic 
finance vis-à-vis conventional finance, we 
are nowhere close, not even a drop in the 
ocean. We are not there yet.”

Employing a football metaphor, Safri 

said that “IF is not yet competing in the 
premier leagues. How many of the G20 
countries or premier league countries are 
actually embracing IF? Until you can get 
more premier league countries to embrace 
IF, it will be difficult to get IF to be more 
accepted.”

Going forward, how can the sector sus-
tain growth, attract more capital and com-
pete on a more level playing field? Perhaps 
one answer could be found in improving 
the global comparability and transparency 
of IF business and investments by har-
monising Islamic finance reporting with 
globally accepted IFRSs (International 
Financial Reporting Standards).

Harmonisation was a major topic at 
the Islamic Finance Conference 2013 with 
the theme “Towards Global Resilience and 
Inclusiveness”. Broadly, the Conference 
aimed to educate members on Islamic 
finance issues which resonate with the 

islamic Finance

EMplOyIng	A	fOOtBAll	
MEtAphOR, Safri said that 
“IF is not yet competing in 
the premier leagues. How 
many of the G20 countries 
or premier league countries 
are actually embracing IF? 
Until you can get more 
premier league countries 
to embrace IF, it will be 
difficult to get IF to be more 
accepted.”

Nazatul izma
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EMPOWERING ISLAMIC FINANCE

profession, particularly financial report-
ing issues, new legislation, shariah audits 
and governance, and the talent shortage 
for qualified finance and accounting pro-
fessionals in IF. 

SCHiSm betWeeN marKetS?
Harmonisation of Islamic finance report-
ing with global standards would of course 
promote resilience and inclusiveness of 
IF within the global financial landscape. 
“The Malaysian Accounting Standards 
Board (MASB) has fully converged 
with IFRS and PLCs engaged in Islamic 
finance, for example through the issu-
ance of sukuk. It provides a greater basis 
for comparison with conventional entities 
as well as among Islamic finance entities,” 
commented Mas Sukmawati Abu Bakar, 
Associate Director, Malaysian Accounting 
Standards Board during the panel discus-
sion on “Islamic Finance Reporting – Can 
This Be Harmonised?” 

Mas recalled that the earlier set of 
MASB Standards had scoped-out IF trans-
actions from its requirements for financial 
instruments and leasing. “We later found 
that the exemptions opened up opportuni-
ties for arbitrage and abuse, and stake-
holders were unhappy with that.” 

At present, the lack of common 
accounting and financial reporting stand-
ards for Islamic finance is an impedi-
ment towards harmonisation. Although 
the largest Islamic finance markets such 
as Saudi Arabia, United Arab Emirates, 
Malaysia and Kuwait all require their 
Islamic Finance Institutions (IFIs) to 
report under IFRS, other IFIs in juris-
dictions such as Bahrain and Qatar rely 
on the standards issued by AAOIFI 
(Accounting and Auditing Organisation 

for Islamic Financial Institutions). 
This use of two separate sets of standards runs the risk of arbi-

trage and abuse, and hampers comparability. “When you try to bench-
mark us against them, it is difficult because it is not like comparing 
apples to apples. If we are moving globally, we need a common plat-
form and a common set of standards,” remarked Malkit Singh Maan, 
CFO, Bank Islam. “The last thing we want is to create confusion in 
the market because we are dealing with the same set of sharehold-
ers,” said Safri. “We need consistent, universally accepted accounting 
principles and policies to make decisions, rather than reconciling dif-
ferent sets of reports which is very difficult,” said Abdul Nasri Abdul 
Wahab, Head of the Islamic Unit/Audit Partner, KPMG.

“When you try to benchmark us against them, it is difficult 
because it is not like comparing apples to apples. If we 
are moving globally, we need a common platform and a 
common set of standards.” 

MALKIT SINGH MAAN, CFO, BANK ISLAM

From L-R: Mas Sukmawati, Malkit, Nasri, Safri and Abdul Rahim.
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tHe Debate GoeS oN
Differences in key concepts and account-
ing treatments are among the challenges 
impeding the emergence of a common 
set of standards for IF reporting. These 
differences relate to issues such as time 
value of money, substance over form, and 
recognition of probable economic ben-
efits as opposed to recognition of enforce-
able rights and obligations (see Table 1).

There are divergent accounting 
requirements because AAOIFI shari-
ah views are different from that of the 
BNM (Bank Negara Malaysia) Syariah 
Advisory Council. The BNM Syariah 
Advisory Council accepts, for the pur-
pose of financial reporting, the concepts 
of time value of money, substance over 
form and recognition based on probable 
economic benefits, said Mas. “Malaysians 
can rest assured that these concepts have 
a sound shariah  basis and practical impli-
cations as well.”

Scholars are divided over the per-
missibility of attaching a time value to 
money because of its close association 
with riba’ or usury, which is prohibited 
or haram in Islam. But from the eco-
nomic perspective, there will always be a 
time value of money, pointed out Nasri. 

For example, an asset today will have 
an enhanced or diminished value in five 
years’ time either because of economic 
growth or weakness respectively. “From 
the Islamic point of view, the time value 
of money in the perspective of current 
value is compliant with shariah. Perhaps 
it would be useful to disclose why we 
use time value of money in financial 
reporting, rather than arguing whether 
it is prohibited or not,” said Nasri. “Time 
is a component of price for contracts 
of exchange but not for loans, which is 
clearly stated in BNM’s shariah resolu-
tions,” said Mas.

The panel also debated the challeng-
es of determining fair value in IF, and 
whether it is alright to use conventional 
interest rates to measure fair value. Nasri 
said that “more often than not, we will be 
using the interest rate curve as a bench-
mark to fair value.” In practice, Safri 
said that a recent sukuk done by CIMB 
was not priced against Islamic rates but 
against USD interest rates. “Sukuk is 
for all. More than 50% of CIMB custom-
ers are non-Muslims and this sukuk was 
marketed in roadshows to non-Islamic 
accounts. From their perspective, we 
have to use conventional benchmarking 

against conventional interest rates.”
Interestingly, the panel also queried 

the scope of shariah compliance. Should 
shariah compliance apply to financial 
reporting as well as operations? “In a 
well regulated environment, the risk from 
operational non-compliance is minimised 
and mechanisms are in place to cleanse 
non-compliance,” said Mas.

Some AAOIFI proponents believe that  
financial reporting is part of shariah com-
pliance and must reflect shariah compli-
ance. In Malaysia, the general view is 
that financial reporting is a recording 
transaction which neither validates nor 
nullifies shariah compliance, explained 
Mas. But she conceded that “It is unfor-
tunate, though, that in some entities you 
can’t see the shariah compliance in the 
financial statements, because they don’t 
breakdown items into compliant and 
non-compliant items the way that our 
Malaysian IFIs do.”

Wrapping up the session, immediate 
past MIA Vice-President Abdul Rahim 
Hamid in his role of moderator said that: 
“What we are experiencing in Islamic 
finance is evolution. We will continue to 
evolve and improve and it (the process of 
continuous improvement) will never end.”    

Table 1

DIffERENcES bETWEEN IASb AND AAOIfI
IASb AAOIfI

Issues IFRS and Interpretations Issues Financial Accounting Standards (FAS) and 

  Standards on auditing, governance, ethics, 

Used in over 120 countries Used by IFIs in Bahrain, Sudan, Oman, Qatar, Jordan, Yemen, Syria    
  and Lebanon

Shariah consideration: IASB shariah advisory group Shariah Consideration: AAOIFI Shariah Board

Some key concepts: Some key concepts:

Time value of money – effective interest rate method Time value of money – sometimes do, sometimes don’t

Substance over form Substance and form – which prevails for measurement

Recognition based on probability of future economic benefit Recognition based on enforceable rights and obligations

IFRS adopted as Malaysian Financial Reporting Standards (MFRS) AAOIFI FAS are NOT approved accounting standards in Malaysia

Source: Presentation on AOSSG Survey on Accounting for Islamic Financial Transactions and Entities by Mas Sukmawati Abu Bakar, Associate 
Director, Islamic Research, MASB. This table does not represent MASB’s official position.

EMPOWERING ISLAMIC FINANCE

Time is a component of 
price for contracts of 
exchange but not for 
loans, which is clearly 
stated in bNM’s shari’ah 
resolutions.
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ShAriAh auDitS – toWarDS ShAriAh 
CompliaNCe aND GooD GoverNaNCe
No IF conference geared towards accountants would 
be complete without focusing on shariah audits. 
Nik Shahrizal Sulaiman, Executive Director, PwC 
Malaysia, asserted that shariah non-compliance risk 
is an emerging risk in Islamic finance. “Shariah 
audits are critical because they are an important line 
of defence against shariah non-compliance risks faced 
by the banks. They help to protect the bank’s reputa-
tion and integrity in Islamic finance,” he stressed.

In approaching a shariah audit, several issues 
need to be considered, said Nik. For example, what 
should be the scope of a Shariah audit – all-encom-
passing or limited? What elements should a Shariah 
audit report contain – non-compliance issues, process 
and control issues, or behavioural issues? Should a 
Shariah audit be risk-based or a compliance check? 
Can existing internal audit standards be applied or 
should new fit-for-purpose standards be created? 
Who is more qualified to conduct a Shariah audit, a 
trained Islamic scholar or professional auditors with 
IF expertise? 

To enhance the quality of Shariah audits, further 
clarity and standards are needed on how Shariah 
audits should be conducted. Relevant expertise is 
critical in order to conduct an effective Shariah audit, 
Nik emphasised.

NeW leGiSlatioN impaCtiNG iF
Meanwhile, legal certainty for IF is expected to be 
enhanced significantly with the implementation of 
the groundbreaking omnibus legislation, the Islamic 
Financial Services Act 2012, said Gopal Sundaram, 
Partner, Abdullah Chan Advocates and Solicitors in 
his session on “IFSA 2012 – A New Direction for the 
Islamic financial system?”

Notably, the IFSA 2013 is a comprehensive frame-
work that will consolidate and replace the disparate 
regulations that existed before. IFSA 2013 replaces 
the Islamic Banking Act 1983, the Takaful Act 1984, 
the Payment Systems Act 2003 and the Exchange 
Control Act 1953. 

A key highlight is the increased emphasis on 
shariah compliance . “The principal regulatory objec-
tives of the Act are to promote financial stability and 
compliance with Shariah. The Act covers financial 
institutions, the Islamic money market and Islamic 
foreign exchange market, Islamic payment systems 
and instruments,” he said. Be warned that IFSA 2013 
imposes a raised threshold of responsibility on the 
directors and officers of IF institutions, added Gopal. 

eDuCatiNG aCCouNtaNtS oN iF
The Conference also featured a segment on the 
talent challenge in Islamic finance. Mohd Radzuan 
Ahmad Tajuddin, Head of the Islamic Capital Market 
Department, Securities Commission said, “Human 
intellectual capital is the defining factor to maintain 
the performance and competitiveness of the industry. 
Expansion of Islamic finance around the world has 
created a crucial need for a pool of trained talent.”

As a champion of Islamic finance, MIA recognises 
that there is an urgent demand for accountants who 
are well versed with IF products and transactions cov-
ering the full spectrum of banking, capital markets, 
asset management and insurance (takaful) business. 
To educate accountants on IF issues and help create 
a pool of quality IF talent, MIA recently organised an 
Islamic Finance Roadshow: Understanding Islamic 
Finance and Application of MFRS which ran between 
10 May – 6 June 2013 and was held in Johor, Sabah, 
Sarawak, Penang and Kuala Lumpur. Subjects cov-
ered included the fundamental principles of IF such 
as riba and gharar (ambiguity) and key issues relat-
ed to accounting and financial reporting and good 
governance - namely accounting for mudharabah, 
musyarakah, ijarah (leasing), sukuk and takaful; and 
shariah audits and compliance in IF institutions. n

EMPOWERING ISLAMIC FINANCE

“The principal regulatory objectives of the Act 
are to promote financial stability and compliance 
with Shariah. The Act covers financial institutions, 
the Islamic money market and Islamic foreign 
exchange market, Islamic payment systems and 
instruments.”

NIK SHAHRIZAL SULAIMAN, ExECUTIVE DIRECTOR, PwC MALAYSIA
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Demand for sustainable value crea-
tion. Multiple roles beyond finance, 
accounting and governance. Rising 
shareholder and stakeholder expec-
tations. Escalating compliance regu-

lations and risk management protocols. These 
are just a few of the myriad pressures placed on 
accountants in a difficult economic landscape 
where fiscal and monetary challenges and the 
deceleration of developed economies – among 
other factors - pose genuine risks to global eco-
nomic health.

Despite less salubrious economic conditions, 
the reality is that business is still compelled 
to perform and deliver satisfactory stakeholder 
value and consistent growth. And as key play-
ers in the business and corporate eco-system, 
accountants are expected to be at the forefront of 
managing value and charting meaningful growth.

Aligned with this new reality, the MIA 
International Accountants Conference 2013 (MIA 
Conference 2013) theme of ‘Managing Value, 
Accelerating Growth’ aims to help accountants 

create and manage value and deliver growth in 
their primary roles as executives, key decision-
makers and business support partners.

Delegates can expect to be immensely 
enriched by the four plenary and 12 concurrent 
sessions at the MIA Conference 2013, headlined 
by the first plenary with Warren Allen, President 
of the International Federation of Accountants 
(IFAC) and an influential global business leader 
attuned with the latest business and professional 
developments. Allen says that for accountants to 
achieve their full potential, it is vital to understand 
how the roles, competencies and challenges 
unique to the profession can help accountants 
make an impact in a riskier and borderless world. 
Don’t miss out as Allen explains how accountants 
should capitalise on the latest developments and 
trends in the profession – such as IFRS conver-
gence, the drive for quality, ongoing reforms, 
embracing and embedding a culture of risk man-
agement, ethics and good governance, etc. - to 
catalyse business growth and make yourself even 
more relevant and indispensable.

HOW CAN ACCOUNTANTS CREATE AND HARNESS VALUE AND GROWTH IN SPITE OF 
VOLATILE GLOBAL ECONOMIC CONDITIONS AND COMPLEx CHALLENGES? FIND OUT 

HOW AT THE MIA INTERNATIONAL ACCOUNTANTS CONFERENCE 2013.

managing value, 
accelerating growth

Don’t miss out as Allen explains how accountants 
should capitalise on the latest developments and trends 
in the profession – such as IFRS convergence, the drive 
for quality, ongoing reforms, embracing and embedding 
a culture of risk management, ethics and good govern-
ance, etc. - to catalyse business growth and make your-
self even more relevant and indispensable.

Warren Allen

26-27	nOvEMBER	2013
Kuala lumpur Convention Centre
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On top of meaningful plenaries, there will be 
plenty of diverse material to whet your thirst for 
knowledge and create more competent account-
ants.

Concurrent sessions are tailored to specific 
interests and job and industry scope. For exam-
ple, public sector accountants can learn all about 
how to adopt the Blue Ocean Strategy to become 
more efficient in the public service domain. If 
you sit in the corporate finance function, what 
do you need to know about the latest legislation 
on cross-border tax, tax base erosion and tax 
shifting to manage organisational and tax risks? 
Find out how to raise money more effectively 
for your organisation through sukuk and other 
Islamic finance instruments. How can you uti-
lise technology and business intelligence and 
analytics effectively to heighten strategy and 
decision-making? Should your organisation be 
considering adopting a shared services model 
to optimise the finance function? How can your 
organisation implement anti-money laundering 
and whistle-blowing protocols to protect against 
escalating fraud risks?

Meanwhile, MIA Conference 2013 empha-
sises tremendously on internationalising SMEs 
and SMPs to hone them into resilient economic 
engines which will create sustainable economic 
growth and employment opportunities. Namely, 

SMEs and SMPs will be guided on tactics for 
internationalising their business and markets 
and for compliance with IFRS for SMEs. The 
route to internationalisation and scaling up for 
SMEs and SMPs depends on the successful 
adoption of IFRS for SMEs for global comparabil-
ity and competitiveness. SMPs cannot afford to 
be left behind.

In line with the Institute’s vision of playing a 
larger regional role, the MIA Conference 2013 
has a distinct international flavour. Upon suc-
cessfully hosting the 18th World Congress of 
Accountants in 2010, MIA replaced the annual 
National Accountants Conference with the MIA 
International Accountants Conference in 2011, 
followed by the second edition in 2012. This 
year, the MIA Conference 2013 expects to draw 
participation from international businesses and 
delegates who intend to capitalise on this lead-
ing regional accounting conference as a point 
of entry to the dynamic high-growth markets of 
China, India and emerging Asia.

The 2-day MIA Conference 2013 is antici-
pated to attract around 2,400 accountants and 
corporate leaders from commerce and industry, 
the public sector, public practice and academia. 
Miss the MIA Conference 2013 at your own peril 
and only if you aren’t keen to attain your full 
potential as accountants of the 21st century! n

JULY / AUGUST 2013 |  accountants  today      11     

MANAGING VALUE, ACCELERATING GROWTH
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ACCOUNTING PROFESSIONALS 
IN MALAYSIA CONTINUE TO 
ENJOY HEALTHY DEMAND, 
BUOYED BY ExPANSION IN 
FINANCE SHARED SERVICES.

Malaysia is a key location 
for investment due to its 
combination of affordable 
labour and an available 
talent pool of technical 

accounting professionals with English 
proficiency, according to the “Robert 
Walters Global Salary Survey 2013” 
which was released recently by the global 
specialist recruitment firm.

As foreign companies flocked to set up 
in Malaysia, there was a notable demand 
for accounting and finance professionals 
in the first half of 2012, with job levels 
increasing further in the second half of 
the year as professionals became increas-
ingly eager to move roles. 

In particular, the survey highlighted 
that many firms set up a shared service 
function in Asia – encompassing the hot-
spot of Malaysia - which generated a sub-
sequent increase in demand for accoun-
tants with shared services experience.

salary trends
accounting

Celia alphonsus
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ACCOUNTING SALARY TRENDS

ROlES IN DEMAND
Overall for 2012, companies within the manu-
facturing, oil and gas, retail and FMCG sectors 
were the most active hirers. Top roles being 
filled included heads of finance, chief financial 
officers and management accountants to lead 
new office set ups. 

The year also saw an increase in analyti-
cal vacancies as businesses executed growth 
plans and entered new markets. Commercial 
accountants were in high demand as firms 
sought talented professionals who could add 
value to their business. These accounting 
professionals were also expected to work 
closely with other departments to interpret 
financial figures underpinning business strat-
egies. 

Accountants were also required to fill 
roles in audit, compliance and risk manage-
ment as ongoing regulatory reforms created 
a more complex operating environment and 
organisations focused on controlling risks 
and achieving good governance to optimise 
performance and sustainability. 

PROfESSIONAlS WANTED
According to hiring trends in 2012 observed 
by Robert Walters, professionals with over-
seas work experience and who possessed 
professional accounting qualifications such as 
ACCA, CIMA, CPA, or alternatively, an MBA 
were highly sought after. The survey also 
showed that these very individuals were the 
ones who were particularly cautious about 
moving during the first half of the year.

Professionals with staying power in their 
existing jobs were rewarded with salary 
increases of around 5 – 7%. Employers were 
seen to be offering competitive packages to 
secure the best talents when attracting can-
didates to new roles. Typically when moving 
roles, the professional would receive a sal-
ary increase of between 20 – 25%. However, 
the survey showed also that candidates val-
ued other benefits such as career prospects, 
international exposure and potential rota-
tion within the company when considering 
new opportunities – useful information for 
employers to know when crafting a talent 
attraction strategy. 

Overall, competition for talent was intense 
with employers struggling to retain and 
attract the best professionals.

WhAT’S IN STORE fOR 2013?
The Malaysian economy is expected to benefit from international 
businesses looking to expand into the country. As a result, Finance & 
Accounting (F&A) professionals can expect job levels to remain fairly 

high and the demand for F&A professionals 
to remain consistent from 2012. Continued 
competition for talent will also see job mov-
ers receiving increases of 20-25% in salary.

Specifically, professionals in audit, com-
pliance and risk management will enjoy 
demand for their particular skill sets. 
“Overall there is an increase in salary 
expectations for the audit, commerce as 
well as the compliance and risk manage-
ment sectors. For the audit sector, this is 

due to recent changes in the audit and accounting framework glob-
ally. Elsewhere, changes in the corporate governance framework in 
Malaysia has driven the demand for professionals in compliance and 
risk management. The banking sector however remains more cautious 
and conservative with its hiring trends,” said Michele Foo, Commerce 
Finance Manager with Robert Walters Malaysia.

ThE fSS fAcTOR
The growth momentum of finance shared services in Malaysia will bol-
ster demand for experienced F&A professionals, which will put pres-
sure on the available talent pool while driving remuneration upwards.

“The demand for professionals with shared services experience 
is definitely on the rise and candidates are very ready for such roles. 
The industry requires more professionals who possess the business 
acumen as well as transactional expertise as candidates are required 
to have analytical skills that will enable them to work alongside other 
business units, analysing data and proposing strategy,” explained Foo.

Interestingly, organisations targeting hiring of F&A professionals 
may need to tweak their offerings to lure talent who are not solely 
motivated by money, but stimulating challenges plus career develop-
ment prospects. “Today’s professionals are not driven just by remu-
neration and are instead seeking challenges that will stimulate their 
mental power. They no longer enjoy routine and mundane work and are 
greatly motivated by prospects on career progression,” reported Foo. 

Professionals 
with staying 
power in their 
existing jobs were 
rewarded with 
salary increases 
of around 5-7%.
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ACCOUNTING SALARY TRENDS

As the world becomes more border-
less, F&A professionals with Mandarin-
speaking capabilities are likely to be in 
demand as well as more businesses are 
keen to trade with China. Additional lan-
guages are an asset, recommended Foo. 
“Language remains a challenge as well 
even though Malaysia is considered to be 
more multilingual than other countries. 
Candidates would do well to equip them-
selves with another language apart from 
Mandarin such as Korean or Japanese as 
there appears to be rising demand from 
these countries.”

Firms will also be on the lookout for 
talent with strong regional exposure and 

an understanding of technical accounting 
challenges across the region. Malaysians 
are well-equipped to compete globally 
and demonstrate portable skills. “Our 
talent pool is full of professional quali-
fied accountants who are well educated 
and are able to read and communicate in 
English. Even if they are from the com-
mercial sector, these professionals will be 
able to transfer their skills and apply it to 
the FSS industry. ...However, a number 
of challenges remain – as FSS is rather 
new, filling senior level positions can be 
a hurdle, however a professional with 
experience from the business sector can 
head the FSS without question,” she said. 

In this demand-driven scenario, the 
war for talent is heating up. “With the 
increase in demand for talent within the 
FSS industry, competition is tough espe-
cially between newly set-up shared ser-
vices centres which when vying for the 
best talent drive the remuneration pack-
age upwards,” Foo said. n

For more information on salary trends or 
the Global Salary Survey 2013, visit www.
robertwalters.com.my. For further reading 
on sector prospects and career opportuni-
ties in finance shared services (FSS), turn 
to our special focus on FSS in this issue’s 
Economy pages.

Role  2012  2013

Chief Financial Officer  273 – 500k  300 – 500k
Finance Director – Large Organisation 300-360k  300-384k
Finance Director – Small /Medium Organisation 240-300k  240-300k
Financial Controller – Large Organisation 200-300k+  200-300k+
Corporate Finance – (6+ yrs exp) 140 – 210k+  140 – 210k+
Financial Controller –Small / Medium Organisation 180- 220k+  180- 220k
Tax Manager  145-200k  145-216k
Commercial Manager  120-180k  120-180k
Treasury Manager  150-190k  150-192k
Pricing Manager  120-180k  120-180k
Finance Manager (4-6 yrs exp) 105-150k  120-168k
Credit Controller (6+ yrs exp) 96-144k+  96-144k+
Financial Analyst (6-10 yrs exp) 85-120k  85-120k
Internal Auditor – Director  252-300k+  252-300k+
Business Analyst (6-10 yrs exp) 85-120k  84-120k
Internal Auditor – Manager  96-120k  96-132k
Cost Controller (6-10 yrs exp) 85-144k  84-144k
Finance Manager (0-3 yrs exp) 84-105k  102-144k
Financial Analyst (3-5 yrs exp) 54-96k  60-96k
Auditor (8 yrs exp)  120k+  120k+
Auditor (3-5 yrs exp)  48-88k  48-88k
Cost Accountant (3-5 yrs exp) 60-85k  60-102k+
Tax Accountant – Senior (6+yrs exp) 84-80k+  90-108k+
Business Analyst (3-5 yrs exp) 50-78k  60-96k
Accountant (3-5 yrs exp)  48-84k  60-96k
Tax Accountant (3-5 yrs exp)  48-85k  54-90k
Accounts Payable/Receivable (3-5 yrs exp) 48-84k  54-90k

· Figures are basic salaries exclusive of benefits / bonuses unless otherwise specified

AccOuNTINg AND fINANcE    Permanent Salary Per annum (Kuala lumPur) myr
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AUTOMATING CAN HELP AUDIT PRACTICES – ESPECIALLY THOSE INVOLVED IN AUDITING 
OF MICRO-ENTERPRISES -  IMPROVE AUDIT QUALITY, LOWER COSTS AND ENHANCE FIRM 
PROFITABILITY.

phil Cowperthwaite

accounting + auditing

The pace of change and 
increased complexity in audit 
and financial reporting stan-
dards over the past few years 
has been dramatic and may 

weigh disproportionately on smaller 
accounting practices who typically audit 
smaller entities. This burden is being 
exacerbated by the difficult economic 
environment, which is prompting clients 
to put pressure on their accountants to 
lower fees. As a result, it is getting harder 
for practices to maintain sufficient profit-
ability from audit work.

The good news is that automation, 
made possible by recent developments in 
technology and by process improve-
ments, can help practices simultaneously 
boost the quality and efficiency of their 
audit work – in turn, lowering costs and 
ensuring its profitability.  

iNCreaSiNG auDit QualitY 
Automating your micro-entity audit prac-
tice provides an opportunity to improve 
audit quality at both firm-wide and indi-
vidual engagement levels. At the firm 
level, setting up standardised templates 
helps ensure that all phases have been 
completed in every audit. Customised 
checklists can be updated as needed and 
incorporated into individual engagement 
files at the beginning of every engage-
ment. 

File automation can significantly 
increase quality at the engagement level 
as well. If you import data from one appli-
cation programme to another, data con-

version errors should be eliminated and 
grouping and arithmetical errors can be 
minimised. 

A word of caution: as every audit is 
unique, make sure you customise each 
and every file. The generic firm tem-
plate is a great place to start but it is 
only a start. Customisation for things 
such as industry characteristics and 
internal controls are as essential as fully 
automating the underlying file struc-
ture.

booStiNG eNGaGemeNt eFFiCieNCY
Much of the tangible output of auditing is 
very similar from file to file: individual 
practitioners typically use common file 
structures and similar checklists and 
forms. In addition, commercial audit file, 
spreadsheet, word processing, and data-
base platforms often allow for seamless 
and rapid data sharing between applica-
tions and client files. None of these fea-
tures are new, but are you using them to 
maximum advantage? 

boosting the quality and 
efficiency of smaller entity audits
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There are many easy-to-implement ways 
to increase the efficiency of every micro-
entity audit. The trick is to be creative and 
use your imagination. Here are a few sug-
gestions.

pre-eNGaGemeNt pHaSe
When using commercially available soft-
ware for micro-entity audit engagements, 
you can:
•	 Roll forward last year’s electronic file 

almost instantly;
•	 Call the client, or send an email, to 

discuss timing, and ask if there were 
significant events/changes over the 
past year; and

•	 Assuming no, email an engagement 
letter, an audit strategy letter, and a list 
of the materials you will need when 
you visit the client to begin the audit. 
All of these documents should have 
been already prepared as part of the 
file update.

eNGaGemeNt proCeSSiNG aND 
aSSemblY
Following the pre-engagement phase, ask 
your client to email you a trial balance in 
a format you can import into the audit file. 

FielDWorK pHaSe
An efficient automated audit of a micro-
entity might progress as follows:
•	 Arrive at the client’s office with the 

rolled-forward audit file. After an ini-
tial discussion with the client, update 
your rolled-forward schedules, docu-
menting your knowledge of the cli-
ent’s business for any industry, envi-
ronment, and entity control changes 
since last year.

•	 Programme the engagement and per-
formance materiality calculations and 
sample size calculations, based on the 
imported trial balance.

•	 Review the multi-year account analy-
ses (e.g., key ratio analysis such as 
gross profit percentage), all of which 
can be pre-programmed.

•	 Print confirmations required and have 
them signed at your client’s office.

•	 Review for relevance and complete the 
rolled-forward engagement checklists. 

(Again, a word of caution: avoid falling 
into the trap of simply repeating last 
year’s procedures without having first 
used your professional judgement).

•	 Draft key points for communication to 
management and those charged with 
governance as required by 
International Standard on Auditing 
(ISA) 260, Communication with Those 
Charged with Governance, and ISA 
265, Communicating Deficiencies in 
Internal Control to Those Charged 
with Governance and Management, at 
the client’s office as they arise and 
review them with the client to ensure 
you have your facts right.

FormiNG aN opiNioN pHaSe
Review the post-fieldwork analytical 
review automatically updated for your 
audit adjustment.

Email the adjusted trial balance and 
proposed audit adjustments to your cli-
ent.

Email the client the letter of representa-
tion and an updated ISA 260 audit sum-
mary document.

Email/mail a copy of the signed audi-
tor’s report and an invoice once appropri-

ate personnel have accepted responsibili-
ty for the statements.

The above assumes you have taken 
time to standardise data fields across all 
your client files. Client names and address 
fields, year-end and other dates, and other 
standard documentation can all be pro-
grammed into a master file containing 
individual templates for correspondence, 
planning lists, etc. Firm-wide standardisa-
tion is essential if you want to maximise 
efficiency with automation.

SummarY
Automation of your practice is an exact-
ing process requiring project manage-
ment skills and a significant time commit-
ment from senior members of the firm. If 
you have the discipline to make it happen, 
automation will pay off over the long-term 
many times over. n

Copyright @ June 2013 by the International 
Federation of Accountatnts (IFAC). All 
rights reserved. Used with permission of 
IFAC. Contact permissions@ifac.org for 
permission to reproduce, store, or transmit 
this document.

BOOSTING THE QUALITY AND 
EFFICIENCY OF SMALLER ENTITY AUDITS

be Smart about 
tHe automatioN proCeSS
There are a number of cautions to heed before 
embarking on even a modest automation project.
l Be	realistic. The initial automation process 

will likely take longer than you think. 
l  Spend	time	upfront	to	get	it	right. If you 

have an error in your template, you will have 
to fix it each time you use it. That significantly 
increases the cost of automation.

l  Aim	for	consistency	across	clients. Using 
standardised templates for analytical 
schedules, financial statements, statement 
coding, and file indexing avoids having to 
reinvent the wheel on every micro-entity 
audit engagement.
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adoption of iFrS: 
What the audit Committee 

needs to know

In this article, MASB staff highlight areas 
Audit Committee members should consider 
as their company implements Malaysian 
Financial Reporting Standards (MFRS) - a 
verbatim adoption of International Financial 
Reporting Standards (IFRS).

INTRODucTION
The full adoption of IFRS by Malaysia 
on 1 January 2012 through the issuance 
of MFRS was a necessary milestone in 
making Malaysia an attractive invest-
ment destination. By adopting MFRS, 
companies in Malaysia can now join 
companies in over 120 countries which 
prepare financial statements under an 
IFRS Framework1. As companies final-
ise their 2012 financial statements, it is 
important that the Audit Committees of 
Publically Accountable Entities reflect 
on what the adoption of the IFRS 
Framework means going forward.

ROlE Of ThE AuDIT cOMMITTEE 
IN fINANcIAl REPORTINg

In addition to the global push by regula-
tors towards using a common account-
ing standard framework such as IFRS, 
the public is pushing for more account-
ability for financial reporting by Audit 
Committees. For example, the United 
States (US)Sarbanes Oxley Act2 and 
the Audit Committee Guidance for 
European Companies3 require Audit 
Committees to provide strong over-
sight on a company’s financial report-
ing and internal controls. Similar to 
regulators in the US and Europe, 

malaysian accounting Standards board (maSb)

Malaysia’s regulators have also published Audit Committee 
guidelines. For example, Chapter 15 of Bursa Malaysia’s 
Listing Requirements4 outlines the structure and functions of 
the Audit Committee, lists Audit Committee procedures, and 
details Audit Committee reporting requirements. Similarly, 
the Securities Commission Malaysia (SC) discusses the role 
of the Audit Committee within its Corporate Governance 
Blueprint 20125. Chiefly the SC believes the role of the Audit 
Committee centres around upholding the integrity of financial 
reporting - principally through examining and monitoring the 
continued suitability and independence of external auditors, 
developing and supporting a strong internal audit function, 
and ensuring the financial statements comply with applicable 
reporting standards. 

Audit Committees must understand the responsibilities 
associated with their role. One guidance is to be found in a 
recent Australian case, where directors of Centro Properties 
Group were found guilty of issuing misleading financial 
reports, which resulted in hefty fines6. While some Audit 
Committees have been punished for breach of duties, others, 
such as Dell Inc., have played an instrumental role in investi-
gating and correcting accounting misconduct: in 2007 Dell’s 
Audit Committee worked to ensure the company’s restated 
financial statements corrected any prior ‘errors and irregulari-
ties’7.  

It is imperative that Audit Committees fulfil the expecta-
tions placed on them; including taking an active role in their 
company’s accounting framework convergence initiatives. 
Furthermore, their accountability to external stakeholders 
(including investors, creditors and regulators) presents an 
opportunity to create an environment that supports continual 
compliance with IFRS.         

Professional 
judgement is 

required to 
adequately 
apply IFRS. 

Assessments 
should extend 

far beyond a 
‘cut and paste’ 
of accounting 
methodology. 
Management 

must be able to 
think critically - 
understanding 

both the 
substance 

and form of 
transactions - to 

determine the 
most appropriate 

accounting 
treatment. 

“
“

1. “AICPA IFRS Resources.”IFRS FAQs.N.p., 2012. Web. 26 Nov. 2012. <http://www.ifrs.com/ifrs_faqs.html>.
2. Sarbanes-Oxley Act.Pub. L. 107-204. 116 Stat. 745. July 30, 2002. Print.
3.  European Confederation of Directors’ Associations. Aug. 2001. Web. 19 Nov. 2012. < http://www.ecoda.org/ Publications.html>.
4. “Listing Requirements.” Bursa Malaysia, Web. 19 Nov. 2012. <http://www.bursamalaysia.com/ market/regulation/rules/listing-requirements/main-market/listing-require-

ments>.
5. “Corporate Governance Blueprint 2012.” Securities Commission Malaysia, Web. 19 Nov. 2012. <http://www.sc.com.my/eng/html/cg/cg2012.pdf>
6. “Centro Civil Penalty Proceedings.” Australian Securities and Investments Commission, 31 Aug. 2011. Web. 26 Nov. 2012. <http://www.asic.gov.au/asic/asic.nsf/

byHeadline/11-188MR%20Centro%20civil%20penalty%20pr oceedings?opendocument>.
7. “Dell Audit Committee: Company Did Not Maintain Effective Control Environment.” Nashville Business Journal, 24 Aug. 2007. Web. 19 Nov. 2012. <http://www.bizjournals.

com/nashville/stories/2007/08/20/daily40.html>.
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ADOPTION OF IFRS: WHAT THE AUDIT 
COMMITTEE NEEDS TO KNOW

WhAT IfRS cOMPlIANcE REAlly 
MEANS
Companies that follow MFRS will have to 
faithfully keep to the obligation of being 
IFRS-compliant. The main draw of IFRS is 
having a particular transaction accounted 
for similarly, regardless of industry, and 
consistently between the jurisdictions that 
use IFRS. 

In order to state that the financial 
statements are ‘IFRS-compliant’, an entity 
needs to adhere to both IFRS standards 
and IFRS Interpretations Committee 
(IFRIC) interpretations. This means fol-
lowing IFRS to the letter i.e. Malaysian-
specific interpretations are not permit-
ted. As such, management and the Audit 
Committee need to ensure they are aware 
of how IFRS is applied worldwide, read 
the latest publications detailing concerns 
and challenges related to IFRS and have a 
process in place for their accounting func-
tion to keep up to-date.  

WORKINg WITh MANAgEMENT
The most apparent impact of adoption will 
be on an entity’s finance function. The 
Audit Committee should ensure the finan-
cial reporting team not only identifies the 
relevant IFRS standards and interpreta-
tions but also has the technical expertise 
to apply the guidance to company-specific 
transactions. As accounting standards are 
not static, the Audit Committee should 
regularly brainstorm with management 
how significant developments could 
impact the financial statements they over-
see.  Professional judgement is required 
to adequately apply IFRS. Assessments 
should extend far beyond a ‘cut and paste’ 
of accounting methodology. Management 
must be able to think critically - under-
standing both the substance and form 
of transactions - to determine the most 
appropriate accounting treatment. 

The Audit Committee should help 
identify and develop ‘internal experts’ 
who will drive the MFRS Initiatives. In 
addition to the financial reporting team, 
the tax department should be brought in 
to consider any related tax implications.
Another key department is legal as they 
need to be aware of changes to account-

ing standards that may affect their views on legal matters such as on joint 
ventures and entities with minority interest. Once these personnel are 
identified, the Audit Committee should determine if the company’s training 
strategy provides a platform for continued learning as IFRS evolves, setting 
IFRS-specific education goals not only for the staff but for themselves as 
well.

The Audit Committee should also determine if its information systems 
are capable of capturing and transmitting all the relevant data necessary to 
fulfil IFRS and regulatory reporting requirements. Questions to consider 
include how automated the company wants to make financial reporting, as 
well as what changes to information systems are needed, if any, to support 
compliance going forward. One recent development worth being aware of 
is the move for financial reporting to use the XBRL reporting format locally.

It is clear therefore that the Audit Committee must be clear on how the 
various parts of management are kept appraised of accounting standard 
changes and keep in compliance with the accounting standards, which is 
much more of an issue for the company as a whole and not just a problem 
for the Finance department to deal with.

WORKINg WITh AuDITORS
External auditors can be a valuable source of IFRS knowledge and expertise, 
educating the company on their firm’s ‘house view’ on IFRS applications rel-
evant to the company. Understanding why certain views are preferred, and 
not just what those views of the auditors are, can even serve as a foundation 
for developing internal expertise.

Tension can develop between auditors and management, especially 
when high levels of professional judgement are needed.Therefore, the Audit 
Committee must be made aware of such circumstances and may have to act 
as mediator to determine which position is more appropriate.  

cREATINg A cOllAbORATIVE ENVIRONMENT 
The move towards MFRS can be used as a catalyst to implement a culture 
of collaboration among management, the external auditors and the Audit 
Committee. The Audit Committee can establish protocols that require man-
agement to brief them on major accounting decisions, accounting policy 
elections and significant accounting estimates. The Audit Committees can 
encourage roundtables with their external auditors to learn more about 
accounting matters relevant to the company.

In addition to working with its management and external auditors, the 
Audit Committee should consider its responsibilities towards the company’s 
investors. In this regard, the Audit Committee should discuss internally 
what the best approach is to keep investors informed of any changes result-
ing from the implementation of IFRS and adoption of new standards.

cONcluSION
Continued compliance with IFRS is not easy, but a well-equipped Audit 
Committee can provide valuable oversight and counsel to help an entity 
successfully report under an internationally-recognised accounting frame-
work. Fully adopting IFRS raises the status of the company - providing a 
globally accepted accounting framework that investors around the world 
can interpret and understand. Thus, migrating to the MFRS Framework 
should be viewed as an opportunity instead of just a challenge, with the 
Audit Committee playing a vital role. n 
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audit evidence - 
if it’s not documented, it’s not done

ram Subramanian

IT IS CRITICAL TO GET AUDIT DOCUMENTATION RIGHT TO ENSURE THE OBJECTIVES OF THE AUDIT ARE 
MET AND TO CONTRIBUTE TO THE EFFECTIVENESS OF THE OVERALL AUDIT PROCESS.

The findings from audit 
inspections undertaken 
by audit regulators often 
include some consideration 
of how matters have or have 

not been adequately documented by 
firms conducting audit engagements.

Documentation is a fundamental 
and well-recognised part of many dis-
ciplines, including medicine and law 
amongst others.  The audit profession 
is no exception, with documentation 
playing a critical role in capturing a 
clear record of evidence gathered and 
auditor judgements made during an 
audit.  

The International Standard on 
Auditing (ISA) 230 Audit Documentation 
requires that an auditor should prepare 
audit documentation that is sufficient to 
enable an experienced auditor - having 
no previous connection with the audit 
- to understand the audit procedures 
performed and their results, the audit 
evidence obtained, significant matters 
arising during the audit, conclusions 
reached, and the professional judge-
ments made in reaching those conclu-
sions.

Within the ISA framework, ISA 230 
is not the only auditing standard that 
requires adequate documentation. A 
number of other ISAs require docu-
mentation to support the work of the 
auditor in specific areas, including 
engagement terms, planning, identifi-
cation and assessment of risks, audit 
materiality, auditing and accounting 
estimates, to name a few.  The quality 

control requirements placed on audit 
firms by the International Standard on 
Quality Control 1 (ISQC 1) also reiter-
ate the need for sufficient documenta-
tion throughout an audit engagement.  
In addition, ISQC 1 also stipulates 
requirements for the documentation of 
the quality control system established 
by an audit firm.

In every audit undertaken, audi-
tors are required to exercise both pro-
fessional scepticism and judgement in 
arriving at their conclusions.  It should 
be borne in mind that documenting the 
audit conclusions alone is not sufficient.  
It is important to record all the steps 
from the initial identification of an audit 
matter, the audit work done in seeking 
evidence on that matter, any judge-
ments made, and the final conclusions.  
Sufficient audit documentation should 
not only allow the auditor to demon-
strate their thought processes and 
decision-making based on audit work 
undertaken, it will also aid the auditor 
in crystallising their own thinking, espe-
cially on complex issues.  Recording 
complex issues can allow auditors to 
ruminate further on such matters in 
arriving at their conclusions.  Further, 
well prepared audit documentation may 
also serve as protection to the auditor. 
This is particularly the case when justi-
fication of the auditor’s conclusions on 
complex or contentious issues is clearly 
expressed through audit documentation 
that adequately reflects the audit work 
undertaken, judgements made and con-
clusions drawn.

A number of further purposes are 
served through effective documenta-
tion: it allows for adequate planning, per-
formance and supervision of the audit 
work, and for the review process within 
the audit team during the audit. It also 
allows for quality control reviews, both 
internal and external. In many cases 
auditor discussions with management 

A number of further purposes 
are served through effective 
documentation: it allows for 

adequate planning, performance 
and supervision of the audit 

work, and for the review process 
within the audit team during 
the audit.  It also allows for 
quality control reviews, both 

internal and external.
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AUDIT EVIDENCE – IF IT ’S NOT 
DOCUMENTED, IT’S NOT DONE

or other stakeholders can provide some 
valuable insights into specific audit-relat-
ed issues, and documentation of such 
discussions within the audit file will most 
likely aid the audit process.

In most jurisdictions adopting an 
ISA-based audit framework, the same 
set of standards normally apply to all 
financial audits conducted, from large 
listed company audits to the audit of 
small proprietary companies that make 
up the corporate sector. The scalable 
nature of the ISAs means that the same 
audit documentation requirements 
apply to all audits whether large or 
small. Getting documentation right 
is just as critical for smaller audits, 
because their financial systems, con-

trols and processes may be less sophis-
ticated, placing the onus on the auditor 
to ensure that the audit documentation 
adequately captures these attributes.

Whilst the documentation of all 
relevant audit matters is crucial, the 
emphasis needs to be on document-
ing “relevant” matters. The use of 
checklists and standardised audit pro-
grammes are common place, and in 
most circumstances, assist significantly 
in focusing the minds of the audit team 
in dealing with complex audit areas.  
However, it is important for the audit 
firm to foster a culture within its audit 
teams that ensures checklists and other 
automated processes are used appropri-
ately, whilst applying suitable levels of 

professional scepticism and judgement 
to all stages of the audit.  The inclusion 
of unnecessary or superfluous mate-
rial within the audit file can add to the 
“clutter” and detract from the valu-
able information included within. So, 
it is important to ensure any superflu-
ous material is excluded from the final 
assembled audit file.

Audit documentation is one part of the 
audit process. Whilst it is not an end unto 
itself it contributes to the effectiveness of 
the overall audit process.  It is critical to 
get audit documentation right to ensure 
the objectives of the audit are met. n

Ram Subramanian is the Policy Adviser 
Reporting and Auditing at CPA Australia.
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accounting + auditing

In 2003, the Institute of Chartered 
Accountants in England and 
Wales (ICAEW) issued the 
publication, “The Profitable and 
Sustainable Practice”. In his 

foreword, the then-President of the 
ICAEW, Michael Groom noted the report 
was “written to help signpost the General 
Practitioner towards a more profitable 
and sustainable practice”. 

Fast forward ten years, the principles 
outlined in the report still remain relevant 
and applicable to small and medium 
practices (SMPs) globally. Thus, on 4 July 

2013, the Malaysian Institute of 
Accountants (MIA) and the ICAEW 
jointly held a special breakfast talk event 
featuring Mark Spofforth, the author of 
the report and immediate past president 
of ICAEW as the key speaker, where he 
touched on many of the points for a 
“profitable and sustainable practice.” 

The following are some takeaways 
from Spofforth’s talk on starting up or 
improving a practice which he hopes will 
allow one to “enjoy life a bit more, earn 
more money and make themselves a little 
different to their competitors”.

HOW CAN PUBLIC 
PRACTITIONERS “ENJOY 
LIFE A BIT MORE, EARN 
MORE MONEY AND 
MAKE THEMSELVES A 
LITTLE DIFFERENT TO 
THEIR COMPETITORS”?  
, WHO IS A SENIOR 
PARTNER IN A WEST 
SUSSEx PRACTICE, 
SHARES HIS TWO CENTS’ 
WORTH AND MORE.

making your practice 
more profitable

Mark Spofforth

morris Jeremiad
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MAKING YOUR PRACTICE MORE PROFITABLE

NoW iS tHe riGHt time to Start a 
praCtiCe
The World Bank report forecasts that the 
Malaysian economy is set to grow by 5.1% 
for the next two years. Asia too is 
predicted to maintain robust economic 
growth. Given the bright economic 
outlook as opposed to bleak conditions in 
Europe, it would be timely for one to 
consider starting a practice in this region. 

Nevertheless, Spofforth is still a firm 
believer in the role of SMEs and SMPs in 
leading the UK out of the financial crisis 
and bringing back much-needed growth 

to the economy in Europe. “Almost 95% of 
the UK turnover comes from SME sectors 
and the volume of GDP brought about by 
SMPs is still very significant even today. 
If this trend continues, then in time I 
believe Europe too will be a good place to 
start a practice.” 

Have a buSiNeSS plaN
Before you start, think about if it’s a right 
time for you to start a practice, advised 
Spofforth. Then make a business plan. 
“Take a day off or a few hours on your 
own to answer a fundamental question – 

what is it that you want to do? This 
exercise will be the single most important 
and meaningful thing that you will ever 
do in your life. When you put it down, be 
it with pen and paper or on your devices 
and tablets, you will have a clearer picture 
as to what you want to achieve”, said 
Spofforth. Among other elements, a 
sound business plan should be able to 
pinpoint the kinds of services provided by 
the practice and its target clients.

Spofforth was baffled to learn that 
most business owners and SMPs do not 
have a tangible long-term business plan. 
Among their excuses: they already knew 
what they were doing; they’re too busy to 
actually put it in writing; and they did not 
need one because it was a waste of time!

“Treat your practice like your own 
client. If you expect your client to have a 
business plan or if you are going to 
consult him or her on it, make sure that 
you have your own business plan for your 
practice. Treat your own practice as the 
best “client” that you will ever have. ”  

be miNDFul oF CHaNGe
Another element Spofforth stressed was 
to take notice of gradual or sudden 
change, especially legislative change.

“Back when independence was not 
really an issue, the preparers of the 
accounts did the auditing as well. All of a 
sudden, the Government introduced a 
legislation that decreed that the “micro” 
SMEs and SMPs no longer needed to 
carry out audit. The function was replaced 
by means of technology via the advent of 
the computer.  As a result, revenues in 
smaller practices dropped significantly.” 

Take a day off or a few hours on 
your own to answer a 
fundamental question – what is 
it that you want to do? This 
exercise will be the single most 
important and meaningful thing 
that you will ever do in your life.
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“If you are going to specialise, take the trouble to find out 
the kind of businesses that operate around the area. In 
my experience, going to smaller towns to speak with 
firms which are locally known there, I found that they 
knew very little as to the businesses that were operating 
around their own backyard.”

MAKING YOUR PRACTICE MORE PROFITABLE

Proposed audit exemptions could be a 
key area of change for SMPs, and SMPs 
should henceforth market audit as a 
value-added service and not a compliance 
service. “If the government decides to 
increase the audit threshold one day, 
your practice must understand that it still 
needs to sell audit despite it not being a 
statutory requirement. Unfortunately, 
when firms offer auditing services, all too 
often practitioners will pitch it to their 
clients that it is required by the law. Sadly, 
the clients only view it as that – a 
legislative requirement that will offer 
them no value.” 

value aS DiFFereNtiator
What differentiates one firm from the 
other? How can you deliver value to 
enable you to charge a premium for your 
accounting services? What makes the 
service unique? 

What a client values in his or her 
accounting report varies from one to the 
next, said Spofforth. If practitioners 
provide standard auditing reports, then 
clients will perceive that they are getting 
the same thing. To add value, practitioners 
should consider interpreting the numbers 
for clients. 

Through his own experience 
observing his own father engaging with 
farmers and small business men, 
Spofforth realised that accountancy was 
not only about mere numbers and the 
accounts itself but it was a “language” 
that offers problem solving and even 
business planning.

“Explain the numbers to the client. 
Advise them how they can increase 
efficiency, introduce cost-saving measures 
and therefore increase their profit margin. 
Help your clients by guiding them in their 
decision-making process and getting 
them focussed on the right thing. A lot of 
the time, they are looking at the wrong 
things but you can be their business 
compass.” 

talK to Your ClieNtS
“Clients will pay you for the value-adding 
consultation that you can offer. It is 
important to make your client feel at ease 

when he or she comes to you. I make it a point to tell my client to be 
dressed casually when they come in to talk. What I discovered was 
that, when people are in their most comfortable attire, they tend to 
speak more easily.” This lets you gather more information on the 
client, and this will guide you more effectively in identifying the 
clients’ issues and the pertinent services needed.

KNoW tHY Competitor 
Knowing your competition is essential so that you can set up 
practice in a market that will enable you to achieve the targeted 
number of clients and the desired turnover. Spofforth advised SMPs 
to do prior research on the environment where you want to start 
your practice.

“If you are going to specialise, take the trouble to find out the 
kind of businesses that operate around the area. In my experience, 
going to smaller towns to speak with firms which are locally known 
there, I found that they knew very little as to the businesses that 
were operating around their own backyard.”

marKet Your ServiCeS
Mark stressed that in order to be noticed, you need to market your 
services. 

“Just as MIA, ICAEW and big accounting firms like KPMG 
capitalise on their respective brands, you must be able to go out 
there and sell your services. Get people to know you by giving it 
your own personal touch. Create a good impression, and let them 
talk about how nice or smart you are. This will be your brand. And 
branding will be instrumental in your route to putting up a 
successful SMP of your own.”
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MAKING YOUR PRACTICE MORE PROFITABLE

Keep aN opeN miND aND liSteN
“A good practice should know its 
weaknesses, be eager to learn and identify 
the areas where it can improve.” Spofforth 
admits that this can be hard for very 
senior partners who run their own 
practices, especially when it involves 
asking the people around them to 
honestly assess their practice or 
reputation. 

“Keep an open mind and do not 
dismiss any critiques. Most importantly, 
listen to them and don’t let your ego get 
the better of you. You will be surprised as 
to how much this will help you in making 
your practice a better one.” 

proteCt Your relatioNSHipS 
A common problem faced by accountancy 
firms relates to how they express their 
identity - their values, culture and 
behaviour. Spofforth advised firms not to 
be too aggressive when it comes to client 
relations. 

“Clients tend to relate your brand with 
how you treat them. The business 
relationship is a fragile bond. Saying the 
wrong thing in a single instant could mar 
the reputation of your firm. It will take a 
very, very long time before things can be 
rectified between your business and 
future clients.”

CoNSiSteNt aND reputable leaDerSHip
Spofforth insisted that a practice should demonstrate sound 
leadership and ethics in conducting honest business. “When 
the taxman sees reports audited by Spofforth, they can rest 
assured that the client’s accounts have been represented 
fairly and without guile. You should aspire to brand your firm 
as a reliable one and you must have the courage to tell the 
client that your services do not include “account fixing”. 

The practice’s leaders must show tone from the top in 
embedding this value system. “This culture has to be 
indoctrinated from your partners to your staff members in 
the firm. It will earn you the respect of the legislators and 
create public confidence in your practice.”

NetWorK aND maKe uSe oF oNliNe Support ServiCeS
Finally, Spofforth encouraged SMPs to network extensively 
to share issues and problems. These can be worked out with 
the assistance of professional bodies such as MIA and 
ICAEW. “We have many online support services that will be 
useful knowledge. I believe some of these reports are more 
substantial than commercial ones. So do take advantage of 
these support services.”

By putting Spofforth’s advice into practice, SMPs can 
come closer to their goal of creating a more profitable and 
sustainable practice which will let them “enjoy life a bit 
more, earn more money and make themselves a little 
different to their competitors” in these challenging times. n

To read the ICAEW report “The Profitable and Sustainable 
Practice” visit http://www.bizezia.com/Upload/PressCentre/
WhitePapers/TheProfitableandSustainablePractice.pdf

Keep an open mind and 
do not dismiss any 
critiques. Most importantly, 
listen to them and don’t 
let your ego get the better 
of you. You will be 
surprised as to how much 
this will help you in 
making your practice a 
better one.
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governance

The public sector, including 
national, regional, and local 
governments and related gov-
ernmental entities, plays a 
major role in society. In most 

economies, public expenditure forms a 
significant part of gross domestic prod-
uct (GDP) and public sector entities are 
substantial employers and major capital 
market participants. The public sector 
determines, usually through a political 
process, the outcomes it wants to achieve 
and how it wants to achieve them. These 
include enacting legislation or regula-
tions; delivering goods and services; 
redistributing income through mecha-
nisms, such as taxation or social security 
payments; and the ownership of assets or 
entities, such as state-owned enterprises. 
Governments also play a role in promot-

ing fairness, peace and order, and sound 
international relations.

Effective governance in the public 
sector leads to better decision-making 
and the efficient use of resources, and 
strengthens accountability for the stew-
ardship of those resources. Effective gov-
ernance is characterised by robust scru-
tiny, which provides important pressures 
for improving public sector performance 
and tackling corruption. Effective gov-
ernance can improve management, lead-
ing to more effective implementation of 
the chosen interventions, better service 
delivery, and, ultimately, better outcomes. 
People’s lives are thereby improved.

The International Federation of 
Accountants (IFAC) and the Chartered 
Institute of Public Finance and Accountancy 
(CIPFA) recently issued a Consultation 

proposed new guidance aims to 
improve public Sector Governance

IFAC AND CIPFA ISSUE 
GOOD GOVERNANCE IN 

THE PUBLIC SECTOR –
CONSULTATION DRAFT 

FOR AN INTERNATIONAL 
FRAMEWORK

vincent tophoff

This proposed 
Framework will be 
important to public 
sector entities, and 
their stakeholders, 

who want to improve 
their governance at 
all levels across the 
globe. It offers a set 

of core principles for 
good governance in 

public sector entities, 
supplemented 

by practical 
implementation 

guidance.

“

“
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PROPOSED NEW GUIDANCE AIMS 
TO IMPROVE PUBLIC SECTOR GOVERNANCE

Draft for an International Framework on 
Good Governance in the Public Sector. 
Good Governance in the Public Sector fol-
lows an initial review of relevant govern-
ance literature and includes input from 
public sector governance experts.

This proposed Framework will be 
important to public sector entities, and 
their stakeholders, who want to improve 
their governance at all levels across the 
globe. It offers a set of core principles for 
good governance in public sector enti-
ties, supplemented by practical imple-
mentation guidance.

The proposed Framework is not 
intended to replace national and sec-
toral public sector governance codes. 
Instead, it was designed as a reference 
for those who develop and set national 
governance codes for the public sec-
tor when updating and reviewing their 
own codes. Where codes and guidance 
do not exist, the Framework provides 
a shared understanding of what con-
stitutes good governance in the public 
sector and a powerful stimulus for posi-
tive action.

DeFiNitioN aND KeY priNCipleS
In the Framework, governance is defined 
as the arrangements, including political, 
economic, social, environmental, admin-
istrative, legal, and other arrangements, 
put in place to ensure that the intended 
outcomes for stakeholders are defined 
and achieved. 

The Framework says the function of 
good governance in the public sector is 
to ensure that entities act in the public 
interest at all times, which requires:
A. Strong commitment to integrity, ethi-

cal values, and the rule of law; and
B. Openness and comprehensive stake-

holder engagement.

In addition to the requirements for act-
ing in the public interest, achieving good 
governance in the public sector also 
requires:
C. Defining outcomes in terms of sus-

tainable economic, social, and envi-
ronmental benefits;

D. Determining the interventions neces-

sary to optimise the achievement of 
intended outcomes;

E. Developing the capacity of the entity, 
including the capability of its leader-
ship and the individuals within it;

F. Managing risks and performance 
through robust internal control and 
strong public financial management; 
and

G. Implementing good practices in trans-
parency and reporting to deliver effec-
tive accountability.

These core principles for good govern-
ance in the public sector are high level and 
bring together a number of concepts.

praCtiCal GuiDaNCe For 
implemeNtatioN
The Framework takes each of the prin-
ciples and provides an explanation of 
the underlying rationale, together with 
supporting commentary for each of the 
key elements of that principle and sup-

porting sub-principles. Each principle 
is followed by practical examples and 
evaluation questions for entities to con-
sider in assessing how they live up to 
the Framework as well as in developing 
action plans to make necessary improve-
ments.

The Framework also includes a limited 
list of relevant resources from CIPFA, 
IFAC, IFAC member bodies, and other 
relevant organisations. To access the 
Consultation Draft and submit a com-
ment, visit the Publications and Resources 
section of the IFAC website at www.ifac.
org. Comments on the consultation draft 
are requested by 17 September 2013. n

Copyright @ June 2013 by the International 
Federation of Accountatnts (IFAC). All 
rights reserved. Used with permission of 
IFAC. Contact permissions@ifac.org for 
permission to reproduce, store, or transmit 
this document.

relationships between the principles of Good Governance in the public Sector
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economy

branding malaysia as a High value 
Destination for Finance Shared Services

MALAYSIA CAN LEVERAGE ON A UNIQUE SET OF ADVANTAGES AND SKILLS TO 
POSITION ITSELF AS A LEADING DESTINATION FOR GLOBAL FINANCE SHARED SERVICES 
ORGANISATIONS, ESPECIALLY AT THE HIGHER END OF THE ACCOUNTING VALUE CHAIN.

Celia alphonsus

Shared services – including finance shared servic-
es (FSS) - has been identified under the ongoing 
Economic Transformation Programme (ETP) as 
a key driver for growth and Malaysia’s envisioned 
transformation into a sustainable, highly-competitive, 

high-value and high-income developed nation by 2020. 
From a business perspective, as business resources get 

scarcer, the finance shared services (FSS) model has been a 
boon to many companies and organisations seeking to optimise 
costs and the performance of the finance function through stan-
dardisation. Put simply, FSS is an opportunity to streamline and 
carve out financial processes to a separate business unit, which 
can be either captive (owned and controlled by the organisa-
tion) or outsourced to a third party.

Under the FSS model, finance processes and transactions are 
standardised and centralised across the organisation’s global 
footprint and the finance function shared services centre inter-
acts with the rest of the organisation in the guise of a business 
partner-customer relationship. 

When implemented effectively, FSS can 
greatly decrease the cost of running dis-
parate or fragmented finance functions. A 
decentralised finance function increases 
the margin for error and processes are 
typically less efficient since they are not 
centralised and standardised.

FSS iN malaYSia 
When it comes to Shared Services 
and Outsourcing (SSO), Malaysia is 
in the right place at the right time, as 
many businesses consider alternate 
offshore locations for service and busi-
ness delivery to optimise costs and 
efficiencies and take advantage 
of indigenous talent pools and 

skillsets. “As globalisation continues, increased acceptance of 
offshore delivery and scarcity of talented resource skill sets will 
push organisations to maximise the value of shared services in 
strategic locations like Malaysia,” said Carmen Tang, Executive 
Director at PriceWaterhouseCoopers (PwC).

The numbers tell the story. “Malaysia has attracted many 
global financial institutions and non-financial MNCs to set up 
their shared services centres here. In MSC Malaysia, there 
are over 250 multinationals and local companies doing various 
SSO activities, out of which 42 are in Finance and Accounting 
(F&A) Business Process Outsourcing (BPO),” said Michael 
Warren, Director of the Shared Services and Outsourcing 
Cluster at MDeC. Collectively in 2012, said Warren, these 
42 companies generated RM4.58 billion in revenue, 83% of 
which is from export sales, creating approximately 38,000 
jobs in MSC Malaysia with an average salary of RM6,500 per 
month. “Finance shared services accounted for 57% of the total 
revenue, making it the most important sub-sector in the SSO 
cluster,“ noted Warren.

Some of the major players are Shell, HSBC, Eli Lilly, 
Schlumberger, Citigroup and BP, said Warren. Offering anoth-
er perspective, Jason Crimson, Director at Kimberly-Clark 
Regional Services remarked that, “Currently, the big players 
include companies in the IT, oil and gas, mining and financial 
services industry. Increasingly, we are beginning to see phar-
maceutical and consumer goods companies setting up financial 

shared services too.  Collectively, they form a large 
finance shared services footprint in 

Malaysia.”
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BRANDING MALAYSIA AS A HIGH VALUE DESTINATION 
FOR FINANCE SHARED SERVICES

moviNG up tHe value CHaiN iN FSS
Malaysia offers a unique set of skills and advan-
tages for FSS in particular. 

According to Warren,a wide spectrum of 
Financial and Accounting (F&A) activities is carried 
out in Malaysia. Typical activities are related to 
operational processing elements such as invoicing, 
billing, accounts payable/receivable and general 
ledger, payment processing, financial report-
ing, and administrative processes such as claims 
management, inventory and cost accounting, and 
operational reporting. 

An increasing number of FSS centres are also 
engaging in more high-value services such as 
global tax support, treasury, forecasting, financial 
risk analytics and advisory, and sales to procure-
ment. And this is the area that Malaysia is target-
ing, to overcome the limitations of scarce resourc-
es, especially talent.

“Knowledge process outsourcing (KPO) is where 
FSS in Malaysia is gravitating towards. What 
Malaysia lacks in critical mass, we have in talent 
and our forte lies in meeting the demand for 
high-end activities such as cost management, tax 
compliance, business analytics and consulting,” 
explained Tang.

Typically, organisations establishing FSS start 
from base before maturing and moving into the 
higher end of the accounting value chain. Toh 
Beng Siew, Head of Accounting at IBM’s Asia 
Pacific Accounting Centre said, “Accounts payable 
is one of the more common base activities across 
the industry. However, as these shared financial 
services mature, they become more high value 
requiring more complex levels of accounting sup-
port and specialised process knowledge. 

IBM Malaysia’s focus is on the higher end of the 
accounting value chain which is non-transactional 
accounting.” 
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BRANDING MALAYSIA AS A HIGH VALUE DESTINATION 
FOR FINANCE SHARED SERVICES

poSitioNiNG malaYSia aS a 
KNoWleDGe-DriveN HiGH value 
DeStiNatioN
FSS is a highly competitive global market 
where countries such as the Philippines, 
Poland, Ireland, China, India and Malaysia 
rank as hot spots for shared services. 
What gives us an edge? “Many businesses 
cited government incentives and policies, 
modern infrastructure, readily 
available talent pool and ICT 
skills and resources as the key 
reasons for selecting Malaysia 
as their regional and global 
hub for F&A activities,” said 
Warren. 

Meanwhile, Toh singled out 
“the Malaysian MSC (which) 
offers incentives for compa-
nies that want to venture into 
opening a shared service cen-
tre here.” MSC Malaysia is Malaysia’s 
national ICT initiative designed to attract 
world-class technology companies while 
grooming the local ICT industry.

Indeed, Malaysia has been consecu-
tively ranked third by the global man-
agement consulting firm, AT Kearney 
in their Global Services Location Index 
(a proxy for SSO popularity) since 2004, 
which measures financial attractiveness, 
people skills and availability, and business 
environment. 

However, Warren stressed that 
Malaysia is positioning itself differently 
from other FSS hotspots with immense 
talent pools and lower costs.“With a popu-
lation of 28 million and unemployment 
rate of 3%, the biggest misconception is 
that Malaysia is competing against India, 
the Philippines and others based on cost 
arbitrage and economies of scale. We 
have long realised the need to focus on 
positioning Malaysia as a location for 
knowledge-driven high value/Knowledge 
Process Outsourcing (KPO) F&A activi-
ties. This is the area where there is 
strong application of advanced analytical 
and technical skills as well as a high 
degree of proprietary domain expertise, 
as companies are looking into specialised 
knowledge and additional value creation.”

Our unique specialised talent pool and 

diversity, whereby Malaysia possesses a 
highly educated and multiracial popula-
tion, also makes us stand out. “Malaysia 
has a workforce of experts in niche areas 
– a study by Frost & Sullivan - Shared 
Services & Outsourcing (SSO) cited 
Malaysia in the top five of three verticals: 
Banking, Financial Services & Insurance 
(BFSI); Oil & Gas; and Transportation & 

Logistics,” explained Warren. 
Tang added that “Malaysia is 
well positioned because of the 
language skills of the work-
force that can do processing 
work not just for the English 
speaking world but for China,  
Japan, Thailand and Korea.”

At the end of the day, 
Malaysia’s strategy in FSS 
will revolve around delivering 
value at the higher levels of 

the finance function value chain. “MDeC, 
as the driver of the MSC Malaysia initia-
tive, is aggressively championing and 
promoting Malaysia as the preferred des-
tination for SSO operations,” said Warren. 
“This is being done by cherry-picking 
niche competencies to support the cre-
ation of higher value jobs and skills that 
will transform Malaysia into a high-
income society. It is the objective of MSC 
Malaysia to grow the existing investment 
and attract potential new investment for 
increased GNI (gross national income) 
contribution and move away from com-
moditised work which can be generally 
termed as Low Value BPO.”

ForeCaStiNG tHe GroWtH oF FSS
What are the prospects for FSS growth in 
Malaysia? 

According to Crimson, “the FSS market 
will benefit as more and more businesses 
look towards process transformation as a 
vehicle to remain competitive and to bring 
value to shareholders. Many businesses 
have taken their FSS journey to the next 
level by leveraging multi-functional global 
capabilities in their centres where in the 
past it may have been just regional or 
function-specific. We will also begin to 
see local conglomerates with a regional 
or global presence begin exploring FSS 

options as they too seek to streamline 
their processes and operations.”

A recent IDC study commissioned by 
MDeC found that the global finance shared 
services market is expected to grow from 
USD27 billion in 2010 to USD38.45 billion 
in 2015. “In Malaysia, growth is expected 
to reach up to USD997.39 million in 2016 
from USD537.78 million in 2011, with a 
compound annual growth rate (CAGR) 
of 13.1% over the forecasted period,” said 
Warren.

 In the Asia Pacific region, Malaysia is 
one of the fastest growing markets for 
F&A services, with a market share fore-
cast of 7% in 2016 – an increase from 5% in 
2011. Many international and Malaysian 
companies are also setting up shared 
services centres here ahead of the 2015 
ASEAN Free Trade agreement. Leading 
local companies like Maybank and CIMB 
are also establishing shared services cen-
tres here to support operations across the 
region in their Asian expansion drive.

CHalleNGeS aCroSS tHe FSS 
laNDSCape
As in other sectors linked to the account-
ing profession, the shortage of high-cali-
bre accounting and finance professionals 
will continue to hamper FSS growth. 
“Talent availability” will be the “pressing 
issue and challenge to the growth of the 
FSS in Malaysia,” stressed Crimson.

“The growth of the industry will be 
spurred by the availability of relevant 
skills and capabilities such as excellent 
communication skills, organisational 
leadership, finance competencies, strong 
ethics mindsets and regional/global 
language competencies. Other factors 
include cost effective infrastructure and 
training providers,” said Crimson.

Warren concurred that “the growth of 
the SSO industry in Malaysia is stretch-
ing the talent pool thin.” The country 
needs to invest in plenty of capacity build-
ing while emphasising the quality and rel-
evance of talent. As the country aspires to 
move up the value chain and focus more 
on KPO-type of activities, Warren said 
that there is still a lot of work to be done 
to nurture talents to perform these tasks. 

In the Asia 
Pacific region, 
Malaysia is 
one of the 
fastest growing 
markets for 
F&A services.
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Meanwhile, Toh noted that “A stable 
political situation and effective risk man-
agement are also critical elements to 
ensure healthy growth. CFOs face con-
stant trade-offs in their attempt to main-

tain efficiency, effectiveness and control 
while managing complexity and risk in 
pursuit of profitable growth.”

Finally, Malaysia may need to blow its 
own trumpet louder to sell its strengths in 

high-value FSS. Transforming and build-
ing public perception of FSS opportuni-
ties in Malaysia is key to ensure success. 
“Not many people know that Malaysia has 
so much to offer,” said Tang.

BRANDING MALAYSIA AS A HIGH VALUE DESTINATION 
FOR FINANCE SHARED SERVICES

fSS TIPS - Is Finance Shared Services right for 
your organisation? Consider these key takeaways:

Michael	Warren	–	Director of the 
Shared Services & Outsourcing 
Cluster at MDeC
“Malaysia has a workforce of 
experts in niche areas – A study by 
Frost & Sullivan Shared Services & 
Outsourcing (SSO) cited Malaysia 
in the top five of three verticals: 
Banking, Financial Services & 
Insurance (BFSI); Oil & Gas; and 
Transportation & Logistics”

Carmen	tang	– Executive 
Director, PwC
“As globalisation continues, 
increased acceptance of offshore 
delivery and scarcity of talented 
resource skill sets will push organi-
sations to maximise the value of 
shared services in strategic loca-
tions like Malaysia.”

toh	Beng	Siew	– head of 
Accounting, Asia-Pacific 
Accounting Centre (iBM)
“Accounts payable is one of the 
more common base activities 
across the industry. However, as 
these shared financial services 
mature, they become more high 
value requiring more complex 
levels of accounting support and 
specialised process knowledge.”

Jason	Crimson	– Director, Asia 
Pacific Shared Services, Kimberly-
Clark regional Services
“Currently, the big players include 
companies in the IT, oil & gas, min-
ing and financial services industry. 
Increasingly, we are beginning 
to see pharmaceutical and con-
sumer goods companies setting 
up financial shared services too.  
Collectively, they form a large 
finance shared services footprint 
in Malaysia.”

MDec – Michael Warren
Many shared services centres 
will continue to focus on 
expanding their operations 
and climbing up the value 
chain to offer more data-inten-
sive KPO (knowledge process 
outsourcing) and analytics-
based services, such as finan-
cial statement and tax prepa-
ration, consulting, treasury 
and risk management, bud-
geting and forecasting to their 
business units. Companies 
should capitalise on Malaysia’s 
growth and innovation to 
progress from an operational 
service-based delivery organi-
sation to one that truly drives 
innovation. 

Pwc – carmen Tang
We advise our clients to be 
clear about the strategic driv-
ers to set up a shared services 
centre. Gone were the days 
when companies look at cost 
savings as a key driver. Instead, 
shared services are looking 
at exercising standardisation, 
process improvement and 
managing talent. Make a solid 
business case. If it is about 
cost saving, be clear on where 
you will be getting those sav-
ings. Do not ignore the pro-
cess improvement angle and 
the cost involved in enhancing 
the process. You may have to 
spend more to get the quality 
and control you require and 
this may not be reflected in 
the business case. Be clear on 
strategy and drivers including 
governance issues.

IbM – Toh beng Siew
As part of IBM’s ongoing 
transformation we have been 
globally integrating IBM’s 
operations rapidly, locating 
our work and functions where 
we can deliver the best over-
all value, based on various 
factors including the right 
cost, the right skills and the 
right business environment.  
Accounting is a key operations 
area that offers the oppor-
tunity for integration which 
translates into standardisation 
of processes, cost effective-
ness and improved controls to 
the corporation.  Companies 
contemplating venturing into 
the FSS arena should start 
by considering these factors 
within their organisation.

Kimberly-clark 
Regional Services – 
Jason crimson
Each organisation has differ-
ent philosophies in managing 
their business and processes. 
My advice is to consider FSS 
solutions that meet their 
organisations’ needs and 
ensure that it fits within their 
internal culture and organi-
sational relationships. Do not 
assume the FSS approach can 
be applied as a one-size fits all 
solution.
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tax

taX plaNNiNG
It is vital for individuals or companies to have a well-planned tax strategy that enables them to enjoy the 

tax benefits or incentives, simultaneously manage any of its tax risks and yet still contribute towards nation 
building.  If tax planning is done and observed strictly in accordance with the provisions stipulated in the 

Act, by no means can it be said that payment of tax has been evaded or income/expenses have been 
understated or omitted.

It is important for taxpayers to 
understand their obligation in 
paying taxes. To quote Justice 
Oliver Wendell Homes, 51st 
Associate Justice of the United 

States Supreme Court (who was in office 
from 1902-1932): “Taxes are what we 
pay for civilised society”. We all have to 
understand that taxation is a form of shar-
ing the burden of providing public goods 
for the benefit of all. People who should 
be paying taxes but do not are actually 
passing on the cost to the others, yet they 
are enjoying the same benefits. 

WHat iS taX plaNNiNG?
Generally, it is always difficult to draw a 
line between tax avoidance which may 
seem unreasonable yet lawful compared 
with legitimate tax planning. Tax avoid-
ance simply implies legal utilisation of 
the tax regime i.e. exploiting loopholes in 
the law to one’s own advantage to reduce 
the amount of tax payable, which is within 
the law. Often it may also be viewed as 
outwardly legitimate but with deliberated 
tax arrangements.  On the other hand, tax 
planning is how a taxpayer structures his 
tax affairs to minimise his tax liabilities 
or in simpler terms, to pay less tax than is 
necessary, which is done within the law 
or by utilising the options or tax shelters 
available under the law.    

However, aggressive tax planning may 
result in tax avoidance which to a certain 
extent may seem unacceptable to the tax 
authorities and result in the invoking 
of Section 140 of the Income Tax Act 
1967 (the Act). Section 140 has specifi-
cally empowered the Director-General of 
Inland Revenue to act where the Director-
General has reason to believe that any 

HoW taX plaNNiNG iS DoNe
Tax planning normally involves keeping track of the events that 
have a tax impact on taxpayers’ finances or cash flow and by 
structuring those transactions in such a way to minimise the tax 
effects in the undertaking of those transactions. 

We see many big conglomerates which have efficient tax plan-
ning schemes in place resulting in minimum tax liability, yet 
these corporations are utilising the tax incentives or the benefits 
provided within the law and applying these within the confines 
of the legislation.     

Planning for taxes demands comprehensive study, understand-
ing and knowledge of tax laws and legislation, be it domestic or 
foreign tax legislations (for cross border tax planning), especially 
the understanding of what types of income and expenses qualify 
for exemption or expenses which are legitimately considered 
as deductions and under what circumstances such expenses or 
incentives are claimable for tax return purposes.  There is no hard 
and fast rule in determining the taxability or deductibility of the 
income or expenditure.  

mia professional Standards and practises
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TAx PLANNING

transaction that has direct or indirect effect of 
altering the incidence of tax which is payable 
or suffered by any person; relieving any person 
from any liability to pay income tax or to make a 
return; evading or avoiding any duty or liability 
imposed on any person by this Act; or hindering 
or preventing the operation of this Act in any 
respect, may without prejudice, disregard or vary 
the transaction and make adjustments to recover 
any tax wholly or partly  as a result of the direct 
or indirect effect from the transaction.

a revieW oF taX laWS aND reGulatioNS
For those paying taxes, taxes paid should be 
appropriate and fair to the respective individual 
or company while promoting the general wel-
fare and augmenting economic performance. 
Simultaneously, taxes should also contribute suf-
ficient revenue for the government to meet its 
public expenditure and the tax law must be 
simple, transparent and efficient.

With the implementation of the self-assessment 
system, more clarity is sought in respect of the 
interpretation of the tax provisions or laws and its 
application on business transactions. Issues such 
as income/profit recognition and expenditure 
(whether capital or revenue in nature) under the 
revenue law will sometimes create ambiguity.  As 
such, there is always a pressing need to address 
the above issues so that the business sectors have 
a clear direction on the relevant tax deductions 
and/or tax treatments. 

In connection with this, the MIA Taxation 
Practice Committee, in assisting taxpayers espe-
cially its members to increase awareness and 
compliance with tax laws and regulations, has 
always urged the tax authorities to provide guid-
ance and clarity in their interpretation of the law. 
Despite the public rulings and guidelines issued 
by the IRB from time to time to explain and inter-
pret the application of certain tax provisions or 
tax treatment of certain transactions, policies and 
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CoNCluSioN  
It is always a common notion that 
the wealthy shall carry a fair share of 
the tax burden, at least not the low-
est.   The best way to evaluate a tax 
proposal objectively is by looking at 
how it will affect you, and what you 
can do to take advantage of its pro-
visions favourable to your circum-
stances.  Of course, substance over 
form shall prevail regardless of how 
impressive or efficient the planning 
is. No one shall be deterred from 
doing legitimate tax planning. n    

procedures to be complied with, practically there may 
still be some clarifications needed when it comes to 
interpretation or application. 

The Institute has always urged the tax authorities 
to invite the professional bodies to provide inputs and 
comments before any proposed public rulings and 
guidelines are issued. As public rulings are basically 
the Director-General’s interpretation of the tax law, 
taxpayers are also entitled to have different points of 
view so long as they are supported by valid grounds. 

There’s always a maxim that says tax is never fair. 
As such, it would be crucial to have clear interpreta-
tions of the law as a way to increase tax compliance 
and elevate ethical conduct.

TAx PLANNING
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Growth amidst

SENIOR FINANCE ExECUTIVES CAUTIOUSLY OPTIMISTIC ABOUT BUSINESS PROSPECTS, BUT 
UNCERTAINTY CHALLENGES THEIR ABILITY TO MANAGE PERFORMANCE, AccENTuRE STUDY 

FINDS. MAJORITY TO REINVEST CASH RATHER THAN INCREASE CASH RESERVES.

uncertainty

management+business
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GROWTH AMIDST UNCERTAINTY

Senior finance executives and CFOs 
are cautiously optimistic about rev-
enue growth, but are concerned by 
market uncertainty and its impact on 
their ability to predict and manage 

business performance, according to a new glo-
bal study by Accenture.

Sixty one per cent of responding senior 
finance executives are projecting annual rev-
enue growth of 5 per cent or more by 2015, and 
one quarter of the executives expect annual 
growth of at least 10 per cent. Accenture sur-
veyed 1,250 senior finance executives, of whom 
24 per cent are CFOs, across nine major econo-
mies.

 Nearly half (45 per cent) reported that they 
are more optimistic about prospects for their 
company’s growth this year compared to last, 
while 28 per cent expect growth to remain sta-
ble and 27 per cent are less optimistic about this 
year’s growth prospects. However, there were 
differences by country with optimism being 
greatest in Brazil and India. Executives in the 

UK were the most inclined to say that they were 
less optimistic this year than last (Chart 1).

 Despite the broadly positive outlook, senior 
finance executives say that economic uncer-
tainty, commodity prices, volatility and shifting 
customer expectations are having the most 
impact on their ability to forecast business 
performance. And according to 82 per cent of 
finance executives, they only have visibility of 
half or less of the information they need to pre-
dict the performance of their business.

“Although CFOs expressed optimism about 
their prospects for growth, that euphoria is 
tempered by their inability to forecast their per-
formance, particularly given the economy and 
other market drivers that remain in flux,” said 
Don Schulman, Global Managing Director of 
Accenture Finance & Enterprise Performance. 
“But as architects of growth, CFOs seek to drive 
their transformation agendas; the entire busi-
ness can gain as finance leaders deliver timely, 
actionable data that can improve decision-mak-
ing in an uncertain environment.”

GroWtH optimiSm CompareD to laSt Year

n  much more / more optimistic       n  much less / less optimistic

brazil  india  France  Spain  China

uSa italy uK Germany
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48%
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40% 32%
20%

“Although CFOs 
expressed 
optimism about 
their prospects 
for growth, that 
euphoria is 
tempered by their 
inability to forecast 
their performance, 
particularly given 
the economy 
and other market 
drivers that remain 
in flux,”

“

Chart 1

Don Schulman, Global 
Managing Director of 
Accenture Finance & 
Enterprise Performance 

“
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GROWTH AMIDST UNCERTAINTY

FiNaNCe prioritieS For tHe Future
As finance executives plan what their finance 
function investments may be over the next two 
to three years, their top priority is lowering their 
costs and increasing their productivity, as shown 
in Chart 2.

More specifically, 64 per cent of finance 
executives said they would invest in finance 
skills and/or systems to support planning, budg-
eting and forecasting. Thirty-seven per cent aim 
to improve visibility of revenue and expenses 
and 35 per cent will invest in systems to support 
business analytics.

When asked what they would do with cash 
reserves, less than one out of four executives 
surveyed (23%) said they would hold their cash. 
Executives most frequently indicated that they 
would in part reinvest in their business and/
or fund acquisitions (79%). In fact, 60 per cent 
of the executives said either a combination of 
organic and / or inorganic growth would be 
their company’s primary driver of growth this 
year.

HoW FiNaNCe eXpeCtS CompaNieS to 
uSe tHeir CaSH
Although some companies will always hold 
their cash, the responding finance executives 
understand the downsides of holding large cash 
reserves. The risks of holding cash most fre-
quently identified by the finance executives are 
limiting innovation and new product development 
(52 per cent) and holding back growth opportu-
nities (49 per cent). Finance executives also say 
holding cash risks limiting market share expan-
sion (46 per cent), geographic expansion (42 per 
cent) and new market entry (40 per cent).

“CFOs, pursuing growth, appreciate the 
importance of investing cash wisely, but they 
need clearer visibility of their business to make 
confident use of resources,” said Schulman. 
“Given the high levels of corporate cash 
reserves seen in many markets around the 
world in recent years, it’s clear that CFOs who 
have access to reliable information will be best 
placed to use that cash with greater precision to 
generate higher returns on investment.” n

More information is available about the study at www.accenture.com/CFO-Growth-Optimism.

“Given the 
high levels of 

corporate cash 
reserves seen 

in many markets 
around the 

world in recent 
years, it’s clear 
that CFOs who 

have access 
to reliable 

information will 
be best placed 

to use that cash 
with greater 
precision to 

generate higher 
returns on 

investment.”

“

“
Focus on lower cost and/or increasing 
productivity of the finance function, which may
include systems to support transaction processing

invest in systems to support analytics 
and/or planning, budgeting and
forecasting

upgrade the skills 
of finance staff

Source: Accenture, 2013

reinvest in the business 
or fund acquisitions

increase cash returned to 
shareholders through stock 
repurchases or dividends

repay debt Hold it

Source: Accenture, 2013

FiNaNCe prioritieS For tHe Future

HoW FiNaNCe eXpeCtS CompaNieS to uSe tHeir CaSH

Chart 2
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management+business

The quintessential risk management 
dilemma is whether to hedge or 
not to hedge an exposure. What 
should you do and what would 
you do? Is there a right and wrong 

response? 

tHe preDiCameNt 
Joyce sits at her desk, staring at the $8.95m 
bill due in two months from a Philippine auto-
parts supplier. She is aware that the USD/
MYR exchange rate fluctuates 
daily, a few pips up and a few 
down. She worked out that a 
mere one pip appreciation of 
the dollar translates into a high-
er expense by RM895 – “a tea 
lady’s salary” she thought. She 
is also aware that it’s plausible 
that the dollar could rise by 
hundreds of pips over a two-
month period. 

She takes a sip of expresso and loses her-
self recalling the last time she recommended 
hedging a Euro-denominated obligation. She 
received kudos for the thoroughly prepared 
and eloquently elaborated paper to the audit 
committee who approved her recommenda-
tion to buy the Euro forward and lock-in the 
expense. Included in her paper were “what if” 
simulations on the bottom line - if Euro were 
to appreciate 2%, 5% and 10%.  It was after all 
her role as the CFO to highlight to the grand-

daddies on the board of the dangers that lurk 
and explain the technique to neutralise them. 

She felt that she had earned her keep. 
Joyce harboured CEO ambitions hence 
always made it a point to be thoroughly pro-
fessional in both her appearance and work 
output. Audiences with the board or its sub-
committees were opportunities for Joyce to 
flaunt her proficiency. She would get her 
hair done and meticulously select the right 
designer outfits and matching pair of earrings 

to go. She would personally 
prepare the presentation slides 
and conduct several dry runs, 
practicing with the appropriate 
words to make an impact. She 
felt that it was only a matter of 
time before her unkempt, tech-
nically inadequate and inarticu-
late boss stepped down as the 
CEO or is forced by the board 
to retire. Nothing can stop her 

or so she thought …
Then came the Greek crisis. That ham-

mered the Euro. There were whispers behind 
her back - “Three quarters of a million could 
hire four CFOs for a year,” said one non-exec-
utive director. “We would have been better 
off without a CFO,” sighed another. “Let’s put 
this expensive episode behind us,” said the 
Chairman at a subsequent meeting. To the 
proud Joyce those words severely dented her 
pride. The tone at the top had changed. 

Yogaretnam Kanagandram

SHOULD COMPANIES BE HEDGING THEIR ExPOSURES? HOW MUCH OF YOUR
ExPOSURE SHOULD YOU HEDGE? AND SHOULD MAIN STREETERS 
BEHAVE LIKE WALL STREETERS TO MAKE MONEY OFF HEDGING?

to hedge or not to hedge 
– that is the question! 

Does hedging 
increase profits? 

No, it merely shifts 
cash flow from one 
period to another. 
Does it moderate 

profits? Well, that 
depends.
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TO HEDGE OR NOT TO HEDGE 
– THAT IS THE QUESTION!

These days the board members seem 
somewhat impatient with her and paid 
scant attention to her views. Mentally, 
Joyce scaled back her aspirations. She felt 
lucky simply to retain her job. Now faced 
with the new risk exposure, she feels like 
a high-roller at a casino irrespective of 
whether she recommends hedging or 
not. 

WHY HeDGe?
Financial textbooks would argue that in 
a perfect capital market, it’s meaning-

less for firms to hedge when the inves-
tors should have logically fully diversified 
away the idiosyncratic risks at no charge! 
It would be sub-optimal if they did not. A 
probable underlying motivation to hedge 
risk at the firm level is for management to 
secure their jobs. 

Does hedging increase profits? No, it 
merely shifts cash flow from one peri-
od to another. Does it moderate profits? 
Well, that depends. If the existing oner-
ous hedge accounting requirements are 
not met, it may actually accentuate profit 

volatility as disclosed in the financial 
statements. There are however enticing 
indications that hedging enhances the 
economic value of companies because 
the safer play by management results in 
slimmer bankruptcy probabilities which 
then translates into lower required yields 
on cash flow hence higher prices. Even 
more tantalising is that in a progressive 
tax environment, hedging reduces the 
tax bills. 

HeDGiNG beNCHmarKS 
What is the industry practice when 
faced with an exposure? I have heard 
that some extremely conservative 
Japanese companies hedge the entire 
exposure. AirAsia back in December 
1999 disclosed that it hedged 20% of 
expected fuel consumption over the 
next three months. MAS at that same 
time said it hedged 60% of the expected 
2010 consumption. “We do not always 
hedge currency exposures. We will 
hedge as much as 100% in some cases 
or we will hedge zero or somewhere 
in between depending on what we feel 
is the trend in the dollar,” said a major 
chemical company. A food and tobac-
co company said that they ultimately 
hedge somewhere between zero and 
100%. Perhaps a neutral stand with a lit-
tle bit of excitement would be to hedge 
50% so that if the markets were to move 
against you, there is the consolation of 
the partial hedge. Conversely if it were 
to move in favour of the underlying 
exposure, you can take pleasure in the 
upside of the naked portion – no pun 
intended. 

Perhaps a neutral stand with a little bit of excitement would be to 
hedge 50% so that if the markets were to move against you, there is 
the consolation of the partial hedge. Conversely if it were to move in 

favour of the underlying exposure, you can take pleasure in the upside 
of the naked portion – no pun intended. 
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TO HEDGE OR NOT TO HEDGE 
– THAT IS THE QUESTION!

SpeCulatioN temptatioNS
CEOs of listed companies are always 
under considerable pressure to deliver 
ever-increasing profits. There are some 
companies who after some time of hav-
ing dealt with, consumed and hedged 
the exposure be it currencies or com-
modities, start to feel like they know the 
stuff more intimately than the rest of 
the world. Armed with this asymmetrical 
know-how, they become Wall-Streeters of 
sorts with predictive powers of market 
direction. They rubbish the efficient mar-
ket hypothesis and think they can out-
guess the market. An exposure presents 
an opportunity to make some quick 
money compared to the toil of closing a 
sale, putting the goods together, deliver-
ing, invoicing, collection and what have 
you. These “Masters-of–the-Universe” 
wannabes go on the offensive assuming 
hedge ratios in excess of 100%. An exam-
ple would be an airline company assum-
ing a short position in crude oil when as a 
consumer of that commodity, it is already 
naturally short. Why let go of a chance to 
make some easy money? It’s just a phone 
call or mouse-click away! 

Human beings are indeed fallible, 
wired to make the wrong decisions. This 
temptation to make easy money is more 
pronounced, especially if the price seems 
out of whack. The Aussie dollar had trad-
ed for many years in the vicinity of USD55 
cents but in 2003, it started to climb pre-
cipitously towards parity. By the end of 
that year, the Aussie dollar appeared over-
priced to many a mortal trader. The trad-
ers at National Australian Bank felt that 
the levels were unsustainable. “US dollars 
are going for a bargain!” they thought. 
They assumed short Aussie dollar (long 
US dollar) positions for which they paid a 
dear price. Remember when the price of 
a barrel of crude was about USD18? The 
doubling of crude oil prices within a short 
period of time thereafter claimed China 
Aviation Oil as a victim. This classic reac-
tion in behavioural science is no different 
from shoppers flocking to department 
stores to take advantage of the so-called 
bargains galore. 

How would you react as a sharehold-
er? Perhaps the question to ask here is 
whether you had invested in the company 
due to their main-street capability or Wall 
Street skills. Their intentions may be 
honourable but you may well know by 
now that the road to hell is paved with 
good intentions. Markets can be brutal. 
One wrong bet and years of reserves 
built on the back of hard work can be 
wiped out. n

Yogaretnam Kanagandram is the General 
Manager - Risk Management for the Asian 
Institute of Finance. He can be reached for 
comments at yogaretnam@aif.org.my

Perhaps the question to ask 
here is whether you had 
invested in the company due 
to their main-street capability 
or Wall Street skills. Their 
intentions may be honourable 
but you may well know by 
now that the road to hell is 
paved with good intentions. 
Markets can be brutal. One 
wrong bet and years of 
reserves built on the back of 
hard work can be wiped out. 
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How to 
choose an 
accountant

Choosing an accountant could be the best 
decision you ever make for your business. 
Below are some takeaways from the 
recent MIA booklet entitled “Choosing an 
Accountant for your Business”. However, we 
recommend you get a copy of the booklet 
for maximum benefit.

tHe WorK SCope oF aN 
aCCouNtaNt
Accountants are all-rounders who 
have broad experience in many areas 
of business problem-solving. Those 
registered with the Malaysian Institute 
of Accountants (MIA) can provide the 
highest standard of professional advice. 
They can be found in various sectors of 
industries such as commerce and indus-
try, public practice, institutions of higher 
learning or in the public sector. 

An accountant will prepare 
your financial statements 
including the statement of 
financial position, state-
ment of comprehensive 
income and statement 
of cash flow. They can 
also prepare your tax 
returns and offer ad-
hoc advice on specific tax 
issues as and when they 
arise.

A qualified accountant can also assist in 
matters such as the formation of a com-
pany, lodgement of required documents, 
registration of business names and the 
submission of various reports connected 
with the issue of and dealing of securities 
as well as keeping the required books and 
registers up-to-date. 

An accountant can also serve as an 
internal auditor to review the organisa-
tion’s accounting system and appraise 
the strengths and weaknesses of inter-
nal financial controls.  This is especially 
important when preparing for an external 
audit because of the potential value that a 
business can gain from a well-performed 

external audit.  Hence it is important to 
choose an approved company auditor 
that matches the needs of your organisa-
tion – in terms of industry experience, 
time commitment and resources. All 
audit firms must fulfil MIA’s criteria and 
adhere to the International Standards on 
Auditing (ISAs).

If in the unfortunate circumstance that 
your business goes into financial diffi-
culties, accountants can dispense advice 
on financial viability, recommend rescue 

packages or administer insolvency 
procedures in the event of bank-

ruptcy.
They can also act as bona 

fide management consult-
ants and offer specialised 
services such as feasibil-
ity studies for new products 

and business projects, fund-
ing advice on capital restruc-

turing and gearing, mergers and 
acquisitions assistance in sourcing 

loans or equity capital, evaluation design 
and the implementation of new systems.

Accountants are also perfectly posi-
tioned to offer advice on the many finan-
cial choices you face and assist with 
investment planning and estate planning. 
They can help you decide on pension 
plans, insurance and the purchase of 
assets such as property bonds and equi-
ties. An accountant is also qualified to act 
as executor or trustee for an estate. 

Finally, professional accountants in 
public practice can also provide services 
such as forensic accounting, executive 
recruitment, and information communi-
cations technology.

Entrepreneurs and busi-
ness owners often 
attempt to fulfil differ-
ent roles required for 
the operation of a new 

business on their own.  However 
as the business grows, it becomes 
increasingly necessary to delegate 
accounting and taxation functions to 
qualified specialists. Also, under the 
Companies Act 1965, all companies 
regardless the size of the business 
are required to appoint a statutory 
auditor to audit their financial state-
ments. 

In short, there is no getting 
around the fact you will need 
an accountant for your busi-
ness. The questions that now 
arise are:
1 What exactly is the work 

scope of an accountant?
2 When do you employ an 

in-house accountant?
3 Who can you turn to for 

guidance?

those registered 
with the malaysian 

institute of  accountants 
(mia) can provide the 
highest standard of 
professional advice. 
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choosing an accountant 
for your business

www.mia.org.my

TOGETHER WE WILL PROPEL 
YOUR BUSINESS TOWARDS 
GREATER HEIGHTS

HOW TO CHOOSE AN ACCOUNTANT

WHeN Do You emploY aN 
aCCouNtaNt For Your 
 buSiNeSS?
When business grows in revenue and 
the transactions become more compli-
cated, it is then time to consider hiring 
a full or part-time internal accountant. 
Business owners may see some cost 
savings by keeping some of the work 
in-house as an external accountant’s 
fee grows with the size of the busi-
ness. 

An in-house accountant will typically 
see to the following:
• General ledger
• Responsibility for daily transactions
• Financial statements preparation 

and analysis
• Cost accounting and variance analy-

sis
• Treasury and cash management
• Payroll

Once you have decided on whether 
you will hire an internal or external 
accountant, you then need to decide 
whether you require a non-certified 
accountant or a qualified accountant.  
A non-certified accountant with indus-
try experience may be able to handle 
your business’ financial statements, 
analysis and bookkeeping. 

However, if you pick a qualified 
accountant, you are assured that they 
have gone through rigorous exami-
nations to prove their knowledge of 
accountancy and tax legislations; they 
have attained at least three years of 
practical experience; and they keep 
abreast with current issues and legis-
lation, often undertaking continuous 
professional development to be up to 
date with changes.

Whether you hire an internal 
accountant or not, you will still need to 
engage an accounting firm to perform 
other regulated public practice func-
tions such as the statutory audit. 

Asking the right questions will enable you 
to make an informed choice when select-
ing the right accountant for your business 
needs. Some of the questions you should 
ask before signing an engagement letter:
• What are your qualifications and what 

licenses do you possess?
• Who will be assigned to look after my 

business?
• Can you provide business advice and 

assist in the financial management of my 
business?

• Are you familiar with the accounting 
software package used in my business?

• How will your practice help me develop 
my business?

• What is the basis on which fees are 
charged?

• What additional services can you offer?

WhEN IN DOubT, 
TuRN TO ThE MIA fOR 
guIDANcE

An accountant can also 
serve as an internal auditor 
to review the organisation’s 

accounting system and appraise the 
strengths and weaknesses of internal 
financial controls.  This is especially 
important when preparing for an 
external audit because of the potential 
value that a business can gain from a 
well-performed external audit.  Hence 
it is important to choose an approved 
company auditor that matches the 
needs of your organisation – in 
terms of industry experience, time 
commitment and resources. All audit 
firms must fulfil MIA’s criteria and 
adhere to the International Standards 
on Auditing (ISAs).

“
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HOW TO CHOOSE AN ACCOUNTANT

Whenever possible choose a 
firm that is highly recommended 
by someone you know or whose 
opinion you trust is a balanced 
independent view and always go 
with a Chartered Accountant as 
they are members of a profes-
sional body. 

If in doubt, consult the 
Malaysian Institute of Accountants 
(MIA). The MIA is a statu-
tory body established under 
the Accountants Act 1967. It 
is empowered by law to regu-
late the accountancy profession 
in Malaysia. It sets high ethi-
cal standards which must be 
adhered to by all accountants 
in Malaysia. MIA also monitors 
local and international account-
ing developments and consults 
regularly with the government 
and statutory bodies. MIA 
members are regulated and the 
public has recourse by lodging 
a complaint to the Institute if 
things go wrong. 

MIA members are also bound 
by a strict ethical code whereby 
failure to comply may result in 
a member being suspended or 
even removed from membership 
depending on the severity of the 
non-compliance.

If you encounter a problem 

gauging if an accountant is 
qualified or not, check the MIA 
online searchable database of 
accountants at www.mia.org.my. 
Also, if there are any letters after 
their name (e.g. FCCA, ACCA, 
ACA, CPA, CA) do Google the 
relevant accountancy body for 
verification. Qualified account-
ants registered with MIA can 
use their full titles and the letters 
“CA(M)” after their names.

GroWiNG toGetHer
The key to a sustainable long 
term relationship with your 
accountant is active involvement 
by keeping proper records and 
deadlines, discussing major 
issues with your accountant at 
all times and most importantly - 
paying your accountant on time 
and in accordance with the letter 
of engagement. 

Once you have been with an 
accountant for some time, it is 
prudent to assess the relation-
ship. Ask yourself:
• Is my business still getting 

value for money?
• Is my accountant informative 

and easy to contact?
• Does my accountant still suit 

the needs of my business?

You may find that as your business 
changes, so do your requirements 
for an accountant. It is a two-way 
relationship that can be profitable for 
both parties if you build on a good 
working relationship once you have 
made the right selection.

The MIA booklet entitled 
“Choosing an Accountant for your 
Business” is produced by the MIA 
Professional Standards and Practices 
department and small and medium 
enterprises can get a complimentary 
copy from the MIA office in KL. n

mia also monitors 
local and international 

accounting 
developments and 

consults regularly with 
the government and 

statutory bodies.
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CFo and
HOW SHOULD CFOs PREPARE FOR 

A TRANSITION TO THE BOARD?

Once you’ve reached 
the position of CFO, 
where else can you go? 
While the post of chief 
executive officer is a 

logical next step up for chief financial 
officers, CFOs can also aim their sights 
at seats on the board.

How should a CFO prepare for 
eventual directorship? What are the 
criteria and competencies needed? 
These were some of the issues 
discussed during the panel forum on 
CFO and Beyond: Prepare for a Place 
on the Board during the recent CFOs 
and Finance Leaders Conference 
2013 organised by MIA primarily for 
the benefit of its members who are 
Professional Accountants in Business 
(PAIBs).

beyond
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CFO AND BEYOND

CFOs contemplating a move to the board-
room are actually helping to plug the short-
age of qualified directors and a dearth of 
senior leadership talent in Malaysia. Chow 
Sang Hoe, Managing Partner of Ernst & 
Young Advisory Services, Malaysia said: 
“Most CFOs see their role as a career 
destination, not a staging post to the job 
of CEO and beyond. But the demand for 
CFOs to take on roles outside finance is 
greater than ever before.” 

Research by Ernst & Young entitled 
‘CFO and Beyond’, which involved desktop 
research of 347 large company CFOs as of 
2012 attested to the demand for CFOs to 
cross-sell their abilities, and their willing-
ness to do so.
• 79% of CFOs surveyed agree that finan-

cial expertise means they are more in 
demand for corporate boards

• 67% of CFOs surveyed have taken on, 
or would be willing to take on part-
time, voluntary or non-executive roles 
in addition to their current CFO posi-
tion

• The increase in CFOs taking on non-
executive roles is most marked among 
those under 50 years old.

• Post last CFO role, 38% of respondents 
moved to CEO, COO, CIO, Board 
roles. 

According to the research, non-executive 
board roles across the spectrum have 
increased for CFOs. “Trends show that 
more former CFOs are playing roles on 
boards as audit committee chairman, chair-
man, remuneration committee chairman, 
nomination committee chairman, and non-
executive director,” said Chow, based on 
the ‘CFO and Beyond’ desktop research.

WHat Do boarDS WaNt From 
DireCtorS? 
CFOs eyeing directorships should demon-
strate competencies beyond technical and 
financial skills, which are the “base case for 
CFOs,” said Mohd Izani Ghani, Executive 
Director and Chief Financial Officer of 
Khazanah Nasional Berhad. Izani also sits 
on the boards of Bank Muamalat Malaysia 
Berhad, Malaysia Airports Holdings 
Berhad and Fajr Capital Limited.

“Specific skills are now in demand – lawyers, account-
ants and finance, IT,” said Chow. “Typically, persons with 
finance and accounting expertise will be asked to sit on the 
audit committee. Maybe you might be asked to sit on the 
risk committee. And if you have systems knowledge, you 
have to sit on the IT committee,” explained Izani. Drilling 
down, Chow said that bank boards are looking for experi-
ence and skills in real estate, treasury and risk manage-
ment. Likewise, Izani noted that MAHB is seeking directors 
with real estate knowledge to provide oversight on real 
estate matters.

CFOs must demonstrate diversity, said Chow, which 
includes international exposure and work experience 
abroad. Not surprisingly, Chow noted that social respon-
sibility is an up-and-coming trait as organisations seek to 
enhance governance and reputation. “Boards are including 
more members from differing backgrounds to provide dif-
fering views and challenge management,” he said.

Also in demand are technology skills, which includes 
knowledge of new tools, analytics and communications, 
said Chow. “These skills are in demand to form boards 
of the future where the focus is on longer-term strategic 
business planning, roles are more rigorous and demand-
ing, and ample expertise is required in financial, risk and 
regulatory.”

HoW SHoulD CFos prepare?
“We need to raise the bar for professionalism in independent 
directors in order to develop the human capital needed to 
manage companies for global competitiveness,” remarked 
Paul W. Chan, Deputy President and Founding Board 
Member of the Malaysian Alliance of Corporate Directors 
(MACD) and independent non-executive director of three 
main board companies listed on Bursa Malaysia and a 
wholly-owned Malaysian subsidiary of a leading UK-listed 
financial institution.

Trends show 
that more 
former CFOs are 
playing roles 
on boards as 
audit committee 
chairman, 
chairman, 
remuneration 
committee 
chairman, 
nomination 
committee 
chairman, and 
non-executive 
director.

“
From L-R : Chow, Boey, Izani and Chan.

Chow Sang Hoe, 
Managing Partner 
of Ernst & Young 
Advisory Services, 
Malaysia

“
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Essential to improving the quality of boards is fostering an 
eagerness to learn. “You have to acquire knowledge across the 
board and along the way to become competent. Grab every 
opportunity to learn new things, whether it’s in finance, analyt-
ics, review of marketing strategy. When it comes to the board, 
every input is important,” said Izani.

In particular, “CFOs must be exposed to broad issues that 
are directly or indirectly significant to the business of the com-
pany, and not merely micro-managing his/her own confined 
domain. The board is the company’s single most significant 
strategic asset,” noted Chan. 

“Board roles demand practical experience to professionally 
discharge adequately the board’s legal responsibility of care and 
loyalty in ensuring decisions made are in the best interest of the 
company. Directors must have a good grasp of best practices, 
governance framework and legislative requirements beyond 
the technical and finance competency,” said Boey Tak Kong, 
Managing Director, Terus Mesra Sdn Bhd and Independent 
Non-Executive Director of Dutch Lady Milk Industries Berhad, 
Green Packet Berhad, Gadang Holdings Berhad, Censof 
Holdings Berhad and Permaju Industries Berhad.

Be curious and raise challenging queries with civility. “It’s 
not too belittling to ask even basic questions,” said Chan. 
A “culture of enquiry” should be inculcated in board delib-
erations to encourage wholesome participation without per-
sonal reticence.   Board members should respectfully listen to, 
acknowledge, and solicit different points of view – challenging 
assumptions, conclusions, and each other, to make the best 
decisions for the company.  They should be attentive to group 
dynamics and distribute leadership across the board – to avoid 
“group-think” and clear up “the dark side of the boardroom”. 
“If you have a dominant character on the board, it is your job 
to challenge him. At the board level, we are all equal in terms 
of responsibilities and liabilities,” Chan continued.

Apply the business judgement rule to mitigate yourself, 
advised Chan. “If you have carried out your duties and respon-
sibilities with due diligence to safeguard the interests of the 
company, you have a “safe harbour” in the “business judge-
ment rule”.   However, a general perception among profession-
als appears to be that the current board fees are not worth the 
risks and liabilities to serve as a Director. MACD is committed 
to raise the professionalism and profile of corporate directors 
to a level where you will be much sought after by corporations 
in the future, and fees will be increased commensurately.”

Balance is equally critical to managing multiple roles. Izani 
said that aspiring directors must acquire time management 
skills. 

“Time management is a misnomer,” argued Chan, “unless 
your time is completely ‘sold’ to the company that pays you.  
We can’t ‘manage’ even one second of our time, whether slow-
ing it down or accelerating it.   Self-management is the key; you 
have to set priorities for what is significant to the company you 
serve and use your time to manage them effectively.   

CFO AND BEYOND

Many women in finance are qualified and expe-
rienced to serve on boards. However, there are 
constraints in getting sufficient female talent 
to strengthen and diversify boards and to meet 
the goal of ensuring that Malaysian boards 
comprise 30 per cent women by 2016. 
Research has shown that for female talent, the 
burden of multitasking is often what holds 
them back. Women commonly hold the lion’s 
share of responsibility for their family and 
household. They may choose to place career 
success on the backburner. 
“For women directors, it is a matter of choice 
and the ability to balance their commitments,” 
said Izani. He singled out time management, 
family support and compensation as key ingre-
dients to facilitating more women coming 
onboard. 
However, he noted that at Khazanah, women 
holding board memberships benefit from 
excellent support networks from extended and 
immediate family. Alternatively, women could 
invest in high-quality paid support such as 
professional childcare and maids. “Putting the 
right compensation structure in place could 
be one way of addressing women’s challenges,” 
said Izani. Perhaps the average directors’ com-
pensation in Malaysia currently is inadequate to 
attract women to boards. 
Meanwhile, Chan advocated that women use 
technology to overcome physical and time 
barriers.  “Technology allows you to do things 
without being physically present every day.  
Engaging audio/video conferencing facilities, 
and with online access to secured corporate 
paperless boardroom infrastructure, one could 
well be ‘liberated’ from the confines to time 
and space.  I would like to see more companies 
embrace the use of technology in the near 
future to harness the value of experienced 
women resources to serve on boards – rather 
than to lay fallow to oblivion such invaluable 
human capital.  Companies must be more flex-
ible, facilitative and accommodative to such 
women resources to join the board.”

BRINGING 
MORE WOMEN 
ON BOARD
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CFO AND BEYOND

It is not without reason that the MCCG 2012 (Malaysian 
Code on Corporate Governance) mandated that Independent 
Directors should serve no more than five listed issuer boards, 
given the span and scope of the director’s roles.”  

Professional networks are essential tool for ascension. 
“Maintain good relationships with bankers and external audi-
tors who can be the primary source of character references 
for board appointments,” advised Boey.

Start early. While the market perception has traditionally 
been that directors should be retired or senior executives 
above fifty, this is changing; the marketplace is embracing 
capable younger directors in their forties. “The starting point 
is not now but years before. CFOs in their thirties still have 
time to prepare. Grab all available opportunities to profile 
yourself in the market,” advised Izani. “At the end of the day, 
the main point is to do your job well and keep your integrity 
level high. KL is very small; if you do the right thing it is only 
a matter of time until you get noticed.” n 

here are some key tips for cfOs aiming for a seat 
on the board: 
l Develop a coherent CV.
l Take a role outside finance – don’t get stuck in the CFO 

role; seek broader roles and exposure to expand your 
scope and mindset.

l Build networks and relationships.
l Develop your profile and perform with integrity to build a 

good reputation.
l Gain international experience.
l Don’t get stuck at HQ, go outside the head office to 

acquire diversity and exposure.
l Start planning early.

PREPARING FOR BOARD PLACEMENT

CCH AUDIT WORKFLOW SOLUTIONS

Deliver Higher Quality Audits with ProSystem fx® Auditing Suite

ProSystem fx® Auditing Suite is a fully integrated solution set that offers all the right tools for the job. Regardless of whether you are answering a simple 
financial report question or planning a major audit, the suite takes auditing to a whole new level by providing a seamless blend of methodology, content, technology, 
and training.

Call us at 1.800.181.151 or email mktg@cch.com.my to request for a complimentary, obligation-free demonstration!

The Components of Our Accounting and Auditing Suite of Products:

  P   ProSystem fx® Engagement: Conduct paperless engagements, streamlining your 
        workflow at every stage of an assignment.

 P   ProSystem fx® Knowledge Coach: Experience unrivalled functionality through the 
        dynamic linking of audit procedures to identified risks and intelligent tailoring and 
        diagnostics to guide  you through each specific audit. 

 P   Knowledge-Based Audit™ Methodology: Integrate discipline, facilitated 
        communication and adaptability to any audit team’s task. As this methodology 
        has been seamlessly incorporated into our software tools, online research database,         
        publication library, and training curriculum, audit teams can access their preferred 
        format for audit planning and management. 

 P   ProSystem fx® Active Data: Easily access audit fraud detection and analysis through 
       Microsoft® Excel®, reducing training time and driving a quick ROI. 

mktg@cch.com.my www.cch.com.my+603.2052.4688 +603.2026.7003 www.facebook.com/CCHMalaysia

A new tool for a new era

GPS for Auditors
• Chart your way      • Steer around obstacles      • You’re in charge
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Fraud is an ubiquitous chal-
lenge for businesses across 
the globe, and Malaysia is 
equally affected. Fraud is usu-
ally defined as “…inducing a 

course of action by deceit or other dishon-
est conduct, involving acts or omissions 
or the making of false statements, orally 
or in writing, with the object of obtaining 
money or other benefit from, or of evad-
ing a liability to, the organisation.”

According to Hazimi Kassim, Group 
Chief Internal Auditor of Telekom 
Malaysia Berhad (TM) at his presenta-
tion on Fraud Prevention: We All Have 
a Role to Play at the recent MIA CFO 
and Finance Leaders Conference 2013, 
corporate fraud is on the rise and losses 
are mounting everywhere. Fraudsters are 
also becoming more diverse and ingen-
ious. The types of con jobs are multi-
plying and the conduct of fraudsters is 
changing, said Hazimi.

During his presentation, Hazimi ref-
erenced a fraud survey by the Asian 
Strategy and Leadership Institute (ASLI) 
which showed that 83% of Malaysian pub-
lic and private limited companies have 
experienced fraud. More than half of the 
respondents, about 62%, believed that 
fraud is a major problem in Malaysia. 

How to 
prevent fraud

THERE HAS BEEN SIGNIFICANT PUBLIC CONCERN ABOUT THE 
LEVEL OF FRAUD WITHIN ORGANISATIONS. FRAUD PREVENTION 

REQUIRES DILIGENCE, PERSEVERANCE AND A CONTINUED, 
LONG-TERM FOCUS FROM EVERYBODY IN AN ORGANISATION, 

ESPECIALLY FROM FINANCE LEADERS WHO HAVE FINANCIAL 
REPORTING RESPONSIBILITIES ALONG WITH OTHER COMPLIANCE 

AND BUSINESS ROLES.

patricia Francis

According to the 
survey results on 
the responding 
companies, it was 
found that:

• 36% suffered losses 
between RM10,001 to 
RM100,000.

• 23% out of 100 
Malaysian large 
companies surveyed 
have been subjected 
to fraud.

• 70% of the cases 
reported were 
committed by 
employees.

Hazimi Kassim
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HOW TO PREVENT FRAUD

WHY iS maNaGiNG FrauD 
importaNt?
Obviously, controlling fraud is key to 
curbing risk and losses. Effective fraud 
and corruption prevention programmes 
are thus key elements of an effective 
internal control structure. However, many 
companies fail to address fraud risk in a 
robust manner. Even the best systems of 
internal control cannot provide absolute 
safeguards against irregular activities, 
remarked Hazimi.

Fraud programmes are mainly 
driven by regulatory requirements, 
he added. Hence, what are CFOs and 
executive management doing to comply 
with regulations and to improve their 
best practices for good corporate gov-
ernance?

reaSoNS beHiND Failure to DeteCt 
or preveNt FrauD
Hazimi said that there are several reasons 
why companies might fail to detect or 
prevent fraud. These include:
1. Limited time – our most precious 

resource is our attention
2. History
  - Heavy use of sampling – lack of  

 detail 
 -  Lack of historical fraud detection  

 instruction
3. Lack of fraud system expertise
4. Lack of fraud-specific tools
5. Lack of analysis skills – analytical and 

scepticism
6. Lack of expertise in technology and 

analysis using it

However, track records show that audi-
tors do detect 20-30% of fraud. Thus, it 
makes sense to invest in the internal 
audit function in order to improve risk 
management and anti-fraud measures.

Hazimi also said that organisations 
should consider six key factors in relation 
to fraud management. 
n Trust alone is no longer enough; 

robust controls and measures are 
needed. 

n It is imperative to provide training and 
create awareness of fraud amongst 
staff at all levels, along with commu-
nicating the consequences and penal-
ties.

n Establish and clearly communicate a 
Code of Ethics & Conduct which sets 
clear standards for behaviour and 
enforces and measures compliance 
and non-compliance.

n Consider putting in whistleblowing 
policies and channels and instituting 
formal protection for whistleblowers

n Respond quickly to allegations of 
fraud through development of inves-
tigation protocols.

n Tailor policies and processes to fit 
your organisation and your environ-
ment. Fraud risk and incidence dif-
fers by companies and industry and 
requires different prevention actions.

WHo iS reSpoNSible For FrauD 
preveNtioN aND DeteCtioN?
It is also important to allocate respon-
sibility correctly. While new thinking 
says that it is important to engage all 
employees in a holistic culture of ethical 
behaviour which emphasises intolerance 
of fraud and corruption, fraud preven-
tion is still the responsibility of manage-
ment. Management is responsible for 
designing and implementing company 
programmes and controls to prevent, 
deter and detect fraud, said Hazimi. 
External auditors are not responsible for 
detecting fraud, even though blame is 
typically pinned on them. It is the audi-
tor’s responsibility to obtain reasonable 
assurance that the financial statements 
are free of material misstatement, wheth-
er caused by error or fraud.
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Best practices encourage management 
to establish prevention and detection con-
trol techniques to avoid potential key fraud 
risk events. “Prevention generally encom-
passes policies, procedures, training and 
communication while detection involves 
activities and programmes designed to 
identify fraud or misconduct that is occur-
ring or has occurred,” explained Hazimi. 

“Preventive measures are the first line 
of defence in minimising fraud risk but can-
not ensure that fraud will not be committed. 
Key to prevention is making personnel 
throughout the organisation aware of the 
fraud risk management programme and the 
consequences of committing fraud.”

Therefore, there should be ongoing 
communication efforts to create awareness 
of the potential disciplinary, criminal and 
civil actions for those who commit fraud-
ulent activities. “Fear of getting caught 
is always a strong deterrent. If effective 
preventive controls are in place, working 
and well-known, these will serve as strong 
deterrents to potential fraud perpetrators.”

aNti-FrauD poliCieS iN aCtioN
According to Hazimi, Telekom Malaysia 
has put the following policies in place to 
actively counter fraud. 

Embedding ethical behaviour is key to 
success. Telekom has in place a Code of 
Business Ethics which sets out the stand-
ards that ideally guide the behaviour and 
decisions of the organisation and its people.

There should also be a risk-free chan-
nel for reporting. Through its Whistle-
blowing Policy, TM has introduced a safe 
and acceptable platform for its people to 
surface issues about illegal, unethical, and 
improper business conduct 

TM has also put into place policies 
such as the Integrity Pledge, whereby peo-
ple commit to uphold the corporate Anti-
Corruption Principles. This is linked to the 
TM Integrity Pact, which aims to enhance 
transparency in procurement – this will in 
turn reduce and eradicate corrupt prac-
tices. These in turn are integrated with 
the TM Fraud Policy, which applies to 
any irregularity or suspected irregularity 
involving employees as well as stakehold-
ers of TM. 

StrateGieS For SuCCeSS
Hazimi urged companies to develop a Fraud Risk 
Management policy along with the development of a 
fraud prevention strategy and plan, pro-active audit-
ing and highlighting of red flags. He also mentioned 
that adequate risk assessment and systems of Internal 
Control should be put in place to prevent fraud and 
monitor its effectiveness. 

Embedding an anti-fraud culture within the organi-
sation is critical. He emphasised the importance of 
increasing fraud awareness and making the staff accept 
co-ownership of fraud prevention plans and strategies, 
which in turn can make management more effective in 
combating fraud.  

Hazimi also stressed that a robust forensic inves-
tigation process must be in place which includes the 
basic steps of witnessing, forensic interviewing, taking 
statements, interrogation, preparing a case, collecting 
and safeguarding evidence. n

HOW TO PREVENT FRAUD
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tHe aiG StorY
In this gripping read, American International Group’s leg-
endary CEO of forty years, Hank Greenberg, and corporate 
governance expert, Lawrence Cunningham, relate the 
complete, inside story of the rise and near-destruction of 
American International Group (AIG). 

Not another self-serving business biography or dry 
corporate history, The AIG Story is a business adventure. In 
a well-crafted narrative, it tells the story of Greenberg, the 
free market visionary who, through his legendary genius 
for risk management, unsurpassed organisational skill and 
sheer tenacity, transformed a scattered collection of insur-
ance businesses into AIG, a global financial colossus with 
nearly $1 trillion in assets on its balance sheet - and how, 
in the process, he revolutionised the insurance industry. 

At the same time, The AIG Story is a fascinating account 
of the world’s rough ride toward globalisation and the tri-
umph of free and open markets over communism, nation-
alism, protectionism, and isolationism, and the significant 
role Greenberg and AIG played in that victory. 

Integral to the story is the authors’ well-informed take 
on the 2008 global financial crisis and AIG’s part in it. 
Greenberg and Cunningham explain how, in 2005, beset 
by an army of overzealous lawyers and ambitious politi-
cians - foremost among them, then New York Attorney 
General Eliot Spitzer - AIG was seriously wounded. And 
Greenberg and Cunningham describe how, three years 
later, in 2008, in an effort to save Wall Street from its own 
vices, the U.S. Government seized AIG, using it to funnel 
staggering amounts of bailout money to Goldman Sachs 
and other “too-big-to-fail” banks. Through Greenberg’s 
direct involvement and Cunningham’s craftsmanship, The 
AIG Story reveals much about those events which, until 
now, has been kept hidden from the public. 

The only firsthand account of AIG’s rise and near-
destruction, The AIG Story is both the compelling chronicle 
of one of the great business success stories of the twen-
tieth century and a captivating history of the evolution of 
global capitalism over the past six decades. n

Corporate FrauD aND iNterNal CoNtrol + 
SoFtWare Demo: a FrameWorK For 
preveNtioN
In the past, many organisations, companies and govern-
ment bodies have operated in a purely reactive mode to 
the problem of fraud.  That is, it was only after a fraud had 
taken place that decisions were made regarding how it 
should have been combated. 

With the increasing impact of corporate governance 
legislation and the changes in society of recent years, the 
need to fight fraud in a proactive manner has become 
paramount. Corporate Fraud and Internal Control provides 
the necessary tools that companies need to combat fraud.

Written by a fraud prevention leader, Richard E. Cas-
carino, the book addresses the concerns of both man-
agement and audit in ensuring a demonstrable level 
of activity to ensure sustainability of the organisation 
and minimisation of the impacts of fraud, upon early 
detection. 

Featuring international case studies from the United 
States, Europe, and Africa and an accompanying IDEA 
data analysis software demo, this timely book includes 
relevant discussion of: 
• Fraud against the individual
• Fraud against the organisation
• Fighting corruption
• Controlling fraud
• Fraud risk management
• Investigating fraud
• Computer fraud and counter measures
• The roles of internal, external, and forensic audit in the 

fight against fraud

This book will follow the standards laid down by the Asso-
ciation of Certified Fraud Examiners, being the internation-
ally recognised body governing this activity. 

Whether you are a risk manager, internal auditor, or 
a concerned business professional, author and auditing 
insider Richard Cascarino offers you a wealth of practical 
information for putting a well-organised system of internal 
controls to work for your organisation. n

tHe oFFSHore reNmiNbi: tHe riSe oF tHe 
CHiNeSe CurreNCY aND itS Global Future
The role of the Chinese renminbi is undergoing a major 
revolution as it is transformed from the “people’s currency” 
of mainland China to a major international currency. Even-
tually, it will not only be used for trade and investment 
purposes but will have a role as a major official reserve 
currency, a potential competitor to the global role of the 
US dollar. 

The early stages of the internationalisation effort were 
small-scale, but momentum has greatly increased since 
2010. The Offshore Renminbi outlines why the emergence 
of China as a major economic power will likely be soon 
matched by a transformation of the renminbi’s role in 
the global financial system. It explains why China is not 
yet ready to fully open up its economy to international 
capital flows, so completely new markets for the “offshore” 
renminbi are developing outside mainland China. 

Written by Senior Foreign Exchange Strategist with 
Standard Chartered Bank in Hong Kong, Robert Minikin, 
and Hong Kong-based economist Kelvin Lau, the book 
outlines the regulatory steps which have laid the founda-
tion for the new “offshore” renminbi, the importance of 
Hong Kong in the early stages of the new markets and the 
huge potential for renminbi market growth given China’s 
role in global trade.

This book represents an introductory guide to the key 
issues which would go on to describe more technical 
aspects of the internationalisation development. It picks 
out broad themes which would be  of interest to the gen-
eral reader and policymakers, as well as discussing more 
detailed issues which will be of practical and direct interest 
to corporate treasurers and investors, amongst others. n
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