
C

M

Y

CM

MY

CY

CMY

K

AT CoverMar_Apr17_Final.pdf   1   23/03/2017   3:54 PM



What our 
delegates 

have to say 
about MIA 
Conference 

2016!
ROSMAWATI BT. BUJOK
Accounts Officer, 
PERKESO

DATO’ DR CHOONG TUCK YEW
Retiree

MUHAMMAD EFFENDI B. AHMAD
Internal Auditor,
Perbadanan Kemajuan Negeri Selangor

MIA Conference 2016 
Lucky Draw Winners

15 and 16 November 2016, the dates 
of MIA Conference 2016 at KLCC, will 
always be meaningful for me. The 
Conference provided us with not only 
the latest information on Malaysia, but 
also from other countries as well. It was 
also a platform to meet with old friends. 
As Malaysia heads toward becoming 
a high-technology, developed nation, I 
would like to put forward the slogan our 
football legends used in sharing their 
experience on qualifying for the 1980 
Moscow Olympics: “Unity Towards Nation 
Building”. Let us together as Malaysians 
truly live out these words and not just pay 
lip service.

At the MIA Conference 2016, we heard 
how fast the world is changing. Global 
connectivity, smart machines, new media 
and evolution of governance models 
are reshaping stakeholder expectations 
of professional accountants—who are 
expected to play a critical and strategic 
role in bringing stability to business and 
society. We also learnt from the patriotic 
spirit of our 1980 football squad, who 
gave their all—without thought of race or 
origins—concerned only on winning for 
Malaysia! Accountants can learn and apply 
the priceless lessons from these sporting 
legends. The Conference also provided 
meaningful sessions, engaging speakers, 
and a wonderful event.

Attending the MIA Conference 2016 was an 
enriching experience for me. I thoroughly 
enjoyed the two-day Conference and 
would like to congratulate the Organising 
Committee for the stellar Conference–
well planned and executed. This year’s 
Conference encouraged active participation 
from the audience and a lot of issues were 
raised and discussed at the question and 
answer sessions. 
I wish you every success on your next MIA 
Conference.

Thank you MIA, for the opportunity to be a 
Conference delegate to the MIA Conference 
2016, and to be updated with the latest 
news and developments pertaining to the 
economic environment today. 
The Conference gave me a new perspective 
on the responsibilities of an accountant 
and auditor. Being a new MIA member, I’m 
pleased with how progressive the Institute 
is, and how it seeks to update us with the 
latest industry news. As an Internal Auditor 
in a State Government body, I recommend 
members of the accounting and auditing 
fraternity to fill up the form and be an MIA 
member.

ZAHARI B. SALLEH 

Finance Manager, 
Kumpulan Hartanah Selangor Berhad

MOHD ZAIDI B. YUNUS 

Internal Auditor,
Perbadanan Kemajuan Negeri Selangor

The MIA Conference 2016’s tagline 
“Strengthening the Profession for a 
Sustainable Future” is apt for the Malaysia’s 
challenging business environment today. 
The Conference take-aways will help the 
2,900 delegates survive these times. I 
enjoyed the programmes “Unity Toward 
Nation Building” with its charity football 
auction, and “Managing Stress Through 
Diet and Nutrition,” which is most helpful 
as accountants are always stressed over 
work and many do not know how to manage 
it well. I look forward to attending future 
Conferences. Thank you MIA for organising 
the Conference, and to our President for 
enlivening the atmosphere with his wit and 
humour.

Organised by:

See you at MIA Conference 2017! 
7 & 8 November 
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AccounTAnTs TodAy  •  editor’s note

We are squarely in the digital economy, 
where technology is inexorably insinuat-
ing itself into every facet of our lives and 
work. Like other sectors and professions, 
accountancy is not immune to digital dis-

ruption. Worryingly, accountancy was identified as one of 
the professions which is most susceptible to computerisa-
tion, according to research on the future of work published 
by Oxford academics Carl Benedikt Frey and Michael 
Osborne in 2013. What makes work more vulnerable to 
robots is how routine it is, meaning that 
transactional accounting processes are 
at risk of automation, but creative and 
analytical insights which are uniquely 
human are unlikely to be replaceable.

Since we are under threat, we should 
keep abreast of the developments in 
this area and see how we should best 
equip ourselves to manage digital dis-
ruption. In this issue, we get insights 
into fintech, which is one of the largest 
disruptors to legacy financial services 
and business models. As accountants at 
the heart of finance functions and audit 
services, we need to know how these 
disruptions and technologies will affect 
accounting standards and work. We also 
look at how to apply data analytics in 
audit to help us in providing assurance 
on emerging and changing financial 
behaviours in the digital economy.   

While we cope with technological change, we also have 
to manage sweeping changes in accounting standards. MIA 
understands how complex and technical IFRSs and MFRSs 
can be, but we must be able to understand and implement 
these in order to call ourselves accountants. In this issue, 
we explain how you can look to MIA’s FRSIC Consensus for 
better understanding and guidance on compliance. We also 
shed light on our initiatives to enhance accounting through 
financing applied research on priority topics, which are 
fleshed out in our technical section, and the upcoming 
MFRSs on revenue recognition and leasing.  

On another note, I’d like to wish all women a very happy 
belated International Women’s Day! 8 March marked the 
global celebration of women’s advancements and progress. 

But even as we pay tribute to the remarkable women in our 
lives, the reality is that we still have miles to go to build an 
inclusive and egalitarian world of equal pay, equal work and 
equal standing.

Here in the profession, women make up over 60% of 
MIA members and that number is an acceptable proxy for 
the number of women accountants working in lower and 
middle management and enrolled in higher institutes of 
education today. However, women are still woefully under-
represented in C-suites and on directors level. It is still a 

man’s world at the top.
MIA is committed to optimal rebal-

ancing of accounting talent, which is 
a pillar of our forthcoming education 
blueprint. We seek to promote inclu-
sivity and diversity for all – men and 
women, because this strengthens fami-
lies, communities and general socio-
economic wellbeing. As we seek to 
empower women, so too do we seek 
to empower men. As we seek to lift up 
the disadvantaged and break the cycle 
of poverty through affirmative action 
and educational initiatives, so too do we 
encourage the privileged and well-to-do 
to continue enriching themselves with 
new and marketable skills. 

Whether it’s in talent or in education 
or in technology, our quest is for con-
tinuous quality improvement, where a 
win-win attitude will always trump zero-

sum games. We believe in championing sustainable and 
equitable growth for all. Just how a rising tide lifts all boats, 
accountancy can be the lever that catalyses socioeconomic 
growth, national unity and holistic wellbeing. We hope that 
all our members will integrate into the profession’s ongo-
ing journey of learning and self-improvement, which can in 
turn fuel community and nation-building.

Life is like riding a bicycle. To keep your balance, you 
must keep moving - Albert Einstein. n

liftinG all boats

Happy Reading!

here in the 
Profession, Women 

make uP over 60% 
of mia members 

and that number 
is an aCCePtable 

Proxy for the 
number of Women 

aCCountants 
WorkinG in loWer 

and middle 
manaGement and 

enrolled in hiGher 
institutes of 

eduCation today.
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MIA is an inclusive organisation, and we hope that 
all 33,223 of our members from all walks of life will come 
together to celebrate our Golden Jubilee. Since this is a 
momentous occasion, celebrating our 50th anniversary for a 
day or a week would not do the occasion justice. Therefore, 
we have planned key events spanning over a few months 
and culminating in a grand Gala Dinner on 30 September, 
to thank our stakeholders and MIA members for being our 
strong supporters over the past five decades. 

Our Golden Jubilee is a perfect window for us to reflect 
on what the profession and the Institute 
have achieved and to commemorate 
our communal achievements, especial-
ly our contributions to nation-building. 
Revisiting the MIA archives, I am proud 
to note that accountants have been piv-
otal in establishing many of the nation’s 
most important institutions, both in the 
public and the private sector. True to our 
profession’s values and ethics, accoun-
tants have been instrumental in deliver-
ing growth while upholding integrity and 
safeguarding the public trust over these 
past five decades. To recognise these 
achievements, MIA is delighted to pres-
ent a series of commemorative lectures 
featuring some of these notable accountants, beginning with 
Tan Sri Abdul Wahid Omar on 10 April. 

While we can always learn lessons from history, it is 
equally important for us to look ahead at what the future 
holds for the Institute and our members. Already, the 
landscape of the profession is being reshaped according to 
the recommendations of the government’s Committee to 
Strengthen the Accountancy Profession (CSAP). Over the 
past year, we have looked at building a holistic roadmap, 
identifying and implementing the necessary reforms and 
structural adjustments needed to make the profession more 
efficient, effective and fit for the 21st century. 

Now, we are in the midst of 
developing a flexible and agile 
Education strategy which is opti-

mal for all stakeholders: talent, employers, corporate, gov-
ernment, et al. Recently, we held a roundtable with leading 
stakeholders to get their insights and source empirical 
evidence and data to form our strategy. MIA welcomes all 
stakeholders who want to share their data and thoughts with 
us to help meet our objective of attracting, developing and 
retaining top accounting talents, in order to meet the nation’s 
aspirations and build the required talent pool of 60,000 com-
petent accountants by 2030.  

While we collaborate with all parties to develop talent, we 
realise that we need to engage more with 
young talent to attract them to the pro-
fession, and this engagement is helmed 
by our proactive and youthful Education 
Department. Recently, MIA held an Open 
Day with school-leavers encouraging 
them to Chart Your Career: Begin with 
Accounting, positioning accountancy as a 
versatile career path that opens doors to 
many diversified prospects and briefing 
them on funding and career prospects. 
Going forward, MIA is planning several 
more initiatives geared towards young 
talent such as special conferences and 
youth-oriented events, to fortify the pro-
fession’s talent pipeline.  

Regardless of whatever developments lie ahead, the pro-
fession’s foundation is built upon our core values of Integrity, 
Accountability and Trust, which we have also chosen as 
the theme for our 50th Anniversary. But while our Golden 
Jubilee will come and go, these values are permanent and set 
in stone. Irrespective of what the future holds for us, we have 
to uphold these values in all that we say and do if we want to 
call ourselves authentic accountants. As Winston Churchill 
once commented to a person lamenting on being unpopular, 
“You have enemies? Good. That means you’ve stood up for 
something, sometime in your life.” So, let’s stand up for integ-
rity, accountability and trust. n

true to our 
Profession’s 

values and ethiCs, 
aCCountants have 

been instrumental 
in deliverinG GroWth 

While uPholdinG 
inteGrity and 

safeGuardinG the 
PubliC trust over 

these Past five 
deCades.

MIA turns 50 on 30 September 2017.

CelebratinG the Past, 
WelCominG the future

President says   |  dATo’ MohAMMAd FAiz AzMi
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trends to note
Economic and political outlook in and around the world

AccountAnts AgAinst 
corruption

Valuing information 
assets
n TO pROpERly vAluE A 

BusinEss in today’s increasingly 
digital world, valuation must 
account for its data and 
analytics capabilities, 
including the volume, 
variety and quality of 
its information assets. 
Gartner Inc predicts that 
by 2021, the prevalence of 
equity analysts valuing organisations’ 
information portfolios in valuing 
businesses themselves will spark formal 
internal information valuation and 
auditing practices.

Nevertheless, Gartner analysts said that 
although information arguably 

meets the formal criteria of 
a business asset, present-
day accounting practices 

disallow organisations from 
capitalising on it. Meaning, the value of 

an organisation’s information generally 
cannot be found anywhere on the 
balance sheet.
A Gartner study also showed how 

companies demonstrating 
”information-savvy” behaviour — 

such as hiring a chief data officer 
(CDO), forming data science teams 

and engaging in enterprise information 
governance - command market-to-book 
ratios well above the market average.

Hence, the message that can be 
drawn is that combating corruption 
requires increasing the number 
of professional accountants in 
the workforce, and strengthening 
governance structures and PAOs.

n ACCOunTAnTs ARE COnfiRmEd 

to be a strong force against 
corruption. A new IFAC study, The 
Accountancy Profession - Playing a 
Positive Role in Tackling Corruption, 
from the International Federation 
of Accountants (IFAC) reveals that a 
higher percentage of accountants 
in the workforce strongly correlates 
to better outcomes in Transparency 
International’s global Corruption 
Perception Index. 
The profession’s impact was stronger 
in nations with stronger governance 
structures; the study showed that 

the correlation was 
significantly greater 
in G-20 countries and 
member nations of the 
Financial Action Task Force. 
And when professional 
accountancy 
organisations are 
present in an economy, having 
adopted the global profession’s 
ethical, educational, and investigation 
and discipline requirements, the 
positive correlation with Transparency 
International’s index rises even 
further. 
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Chief Value offiCer:  
aCCountants Can 
saVe the Planet
n Integrated reporting 
evangelist Professor 
Mervyn King’s latest book 
published in December 
2016 declares that the 
accountant should be 
a changemaker and 
challenge some of the 
systemic issues preventing 
organisations from 
managing in an integrated 
value-creation way, 
such as the shareholder-
centric governance 
model. Moreover, finance 
professionals should be 
more of a value officer 
than a financial officer and 
consequently, the Chief 
Financial Officer should be 
known as the Chief Value 
Officer.

n JusT 5% Of fTsE 100 COmpAniEs disclose having 
a director with specialist technology or cyber security 

experience, although 87% identify cyber as a principal 
risk, according to an 

analysis of annual reports 
by Deloitte. Of the type of 

cyber attacks disclosed as a 
threat, unauthorised access 

to systems ranked most 
common (19%), followed by 
hacking (13%) and malware 

(13%). Distributed denial 
of service (DDoS) attacks 

were only mentioned by five 
companies, despite Deloitte’s 

predictions that there could 
be ten million DDoS incidents 

in 2017.

USD6.7 billion
The record high in 2016 fintech 

deal values in China, which 
grew 42.6% year on year 

against declining global fintech 
investment trends, according 

to KPMG International’s 
quarterly Pulse 

of Fintech.

n fORBEs insighTs, in collaboration 
with EY, in its report Data & Advanced 
Analytics: High Stakes, High Rewards 
which surveyed over 1,500 executives 
globally, found that Chinese 
companies are most proficient in 
applying advanced analytics. Telecom, 
technology and manufacturing sectors 
lead in applying advanced analytics. 
Finally, better collaboration is still 

needed between IT, data analytics and 
business teams.
In the area of emerging technologies, 
the report found that market-leading 
organisations use predictive modelling 
(67%), artificial intelligence (53%) and 
robotic process automation (43%).

China Top in analyTiCs

thE Amount ApprovEd by 
thE AsiAn dEvElopmEnt bAnk 

(Adb) in climAtE finAncE 
invEstmEnts in 2016, up 42% 

from $2.6 billion in 2015. Adb 
rEmAins committEd to scAling 
up its climAtE finAncing to $6 

billion by 2020.

USD3.7 billioN

in Denial
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EMBRACING THE DIGITAL ECONOMY OR FIT FOR DIGITAL

embraCinG 
the diGital 
eConomy
or fit for Digital
ARe yoU ReADy foR the DigitAl ecoNoMy?

A fit-for-digital business strategy 

requires you to understand the evolving 

needs of customers and develop the 

tech-enhanced business models and 

competencies to deliver the products 

and services that meet these needs.  

Indeed, there is no escaping the 

massive footprint of the digital economy. 

Today, technology players such as apple, 

Samsung, alphabet, microsoft, amazon 

and Facebook are ranked among the 

largest companies in the world in terms 

of market cap. Even old-economy 

companies – such as members of the 

Fortune 500 2016 Top 10 which includes 

Walmart, China National petroleum, 

Sinopec Group, royal Dutch Shell, Exxon 

mobil, and Volkswagen – are plugged 

into technology. 

Fintech, which marries technology 

and financial services, is yet another booming sector. 

accenture estimated that global investment in 

fintech venture firms grew 10% in 2016 to US$23.2 

billion. But just like how fintech scope is hard to 

pin down, valuation numbers are similarly elusive. 

Financial Technology partners, a San Francisco-based 

investment bank focused purely on fintech, said that 

in 2016, fintech companies around the world raised 

a total of US$36 billion in financing across 1,500 

funding deals from over 1,700 unique investors.

finteCh, WhiCh marries 
teChnoloGy and finanCial 
serviCes, is yet another boominG 
seCtor. aCCenture estimated 
that Global investment in 
finteCh venture firms GreW 10% 
in 2016 to us$23.2 billion. 
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teCh and the 
Profession

To fulfil our main roles of providing 
business advisory and assurance, it’s 
compulsory for accountants to be able 
to understand and analyse the financial 
behaviour and impacts of these tech and 
tech-enhanced companies. 

Here at MIA, we recognise the 
pervasiveness of technology and its 
impact on the profession and our work. 
Since accountancy is such a versatile 
qualification, our career paths cross 
technology in myriad ways, and it can 
be dizzying to narrow these down to 
pure accounting and finance roles. 

One, accountants could be working 
in the finance function in a tech company 
like Google, Facebook, Apple, a telco or 
any number of smaller start-ups. 

Two, accountants could be working 
in organisations affected by fintech, 
which is highly feasible because many 
MIA members today are employed in 
financial services institutions, beyond 
the finance function. 

Three, practitioners could be 
providing audit and assurance services 
to tech companies across the spectrum, 
ranging from digital to fintech to 
e-tailing to crowdfunding, or to tech-
enabled companies operating in the 

digital economy, which encompasses everybody 
else. To be able to audit tech competently, MIA 
is urging practitioners to equip themselves with 
tech, especially data analytics. 

Of course, accountancy has also been singled 
out as one of the sectors most vulnerable to 
automation and tech, but that’s another story for 
another day. 

data analytiCs

“We must embrace technology to be able to 
exercise the expected due care and competency 
enshrined in auditing standards. Particularly 
relevant to the profession is data analytics, 
especially in raising audit and governance quality. 
Analytics enables 100% auditing,” stressed 
MIA CEO Dr. Nurmazilah Dato’ Mahzan. The 
traditional approach to audit is by random 
sampling, which relies on chance to capture any 
outliers. Data analytics has become a powerful 
tool because of its ability to sample the entire 
population or 100% of data. 

Without employing analytics, it is highly 
unlikely that an auditor auditing a tech company 
would be able to comply with ISA 315 Identifying 
and Assessing the Risks of Material Misstatement 
through Understanding the Entity and Its 
Environment, which requires formulating a plan 
to mitigate audit risks. It is also highly unlikely 
that a non-analytics-using auditor would be able 
to comply with enhanced standards for auditor 
reporting and key audit matters when assessing 
companies in the vanguard of the digital economy. 
“If you’re auditing a mobile service provider like 
Maxis or Celcom or Vodafone which is capturing 
data electronically, how would you mitigate 
audit risks in revenue recognition without using 
technology to audit the client application? Is 
analytics a choice? It’s not,” she said.

understand the 
fundamentals

But tech cannot compensate for solid 
accounting fundamentals and sound technical 
abilities, and it cannot replace robust 

We must embrace 
technology to be 
able to exercise the 
expected due care 
and competency 
enshrined in 
auditing standards. 
Particularly 
relevant to the 
profession is data 
analytics, especially 
in raising audit and 
governance quality. 
Analytics enables 
100% auditing

Dr. Nurmazilah Dato’ 
Mahzan, MIA CEO
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EMBRACING THE DIGITAL ECONOMY OR FIT FOR DIGITAL

professional scepticism and judgement, 
which are the hallmarks of auditors 
and accountants. Dr. Nurmazilah noted 
that it’s becoming even more urgent 
to exercise professional scepticism 
because digital is disrupting and 
reconfigurating traditional business 
models. Auditors now have to grapple 
with performing assurance on digital 
marketplaces such as Lazada and 
Amazon, cloud-based platforms, start-
ups and crowdfunding, to name some 
new business models.

Despite the pervasiveness 
of automation, software and data 
analytics, accountants and auditors 
must thoroughly understand debit and 
credit entries and the logistics of the 
accounting software - the recording, 
compilation and summarisation of 
accounts.  “Understanding the logistics 

and how the transaction was recorded 
and compiled in the system are very 
important to enable high-quality 
accounting and audits.” 

reforminG 
eduCation

To build these necessary skills, MIA 
is going back to the drawing board on 
education. Education reform is a central 
piece of the recommendations put forth 
by the Committee to Strengthen the 
Accountancy Profession (CSAP), which 
positions the profession as a key driver 
of socioeconomic growth. Currently, 
MIA is engaging with stakeholders and 
collecting data and empirical evidence 
to draft its Education blueprint which 
is targeted for completion by mid-2017. 

Early exposure to robust 

fundamental accounting skills and 
ensuring a sound understanding of the 
conceptual framework and the thought 
process behind accounting standards 
would support improved judgement 
and professional scepticism, feeding 
into enhanced reporting and audit 
quality. “There is a need to embed 
critical thinking as early as possible into 
accountants’ DNA as a prerequisite for 
professional scepticism and judgement,” 
said Dr. Nurmazilah. Of course, 
experience is also fundamental to 
professional scepticism and judgement, 
and the Education blueprint would have 
to take this into account as well.

This issue rounds up interesting 
perspectives from regulators, investors 
and users on fintech and data analytics 
for audit, two key areas which will affect 
the landscape for the profession. n
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How can fintecHs in 
Malaysia play to win?

FIntech is picking up steam in Malaysia, with the 
number of fintech companies in Malaysia jumping from 
just four in 2004 to over 100 by 2016. Fintech fillips 
include information and communication technology 
(ICT), millennial behaviour, erosion of credibility in 
the traditional banking space particularly in developed 
markets, as well as job creation. 

The Malaysian Digital Economy Corporation is the 
primary agency driving the digital economy – including 
fintech innovation - and focuses on four important pillars, 
said Dato’ Ng Wan Peng, Chief Operating Officer, 
MDEC. The first which is also MDEC’s core business 
is to attract investments from traditional ICT players 
like IBM as well as venture capitalists. The second 
is to create local champions and promote them to 
the outside world. The third is to create a conducive 

fintech
fillips include information 

and communication 
technology (ict), millennial 

behaviour, erosion of 
credibility in the traditional 
banking space particularly 

in developed markets, 
as well as job 

creation. 

n  by abdul Razak Rahman

s
t

e
W

a
r

d
s

h
iP

14     accountants today | Mar / apr 2017
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digital ecosystem to promote the digital 
economy, which involves close liaison 
with regulators and authorities such 
as Bank Negara Malaysia (BNM) on 
policies and regulations in the areas of 
data economy, e-commerce and fintech. 
Fourth is to ensure digital inclusivity, 
which is to leverage on digital 
technology and create opportunities for 
the general public to grow their income 
through initiatives such as e-usahawan 
and e-rezeki. 

Meanwhile, BNM has to strike a 
delicate balance between stimulus 
and regulation. “In driving the digital 
economy, BNM is in a tough position 
whereby its feet are on both the 
accelerator and the brake,” quipped 
Aznan Abdul Aziz, Director, Financial 
Sector Development Department of 
BNM. ‘Brakes’ are financial stability 
and the consumers’ protection, and 
‘accelerators’ include promoting 
innovation in delivering financial 
services and tailoring legislation which 

supports fintech innovation while protecting 
consumers and market stability, such as the 
introduction of the experimental Regulatory 
Sandbox in October 2016. 

“The sandbox is a controlled environment 
which provides a safe place for fintech 
companies to innovate and test their products 
within a defined boundary. This encourages 
and promotes innovation but at the same 
time provides the mechanism to contain any 
negative impacts,” said Aznan. At the time of 
writing, BNM had received 22 applications 
of which five would be admitted into the 
sandbox in the areas of product applications, 
e-KYC (Know Your Customer) and peer-to-
peer currency exchange.

the ChallenGes

Right now, Malaysia is still grappling 
with growing pains. “The fintech space 
in Malaysia is rather fragmented. Even 
though the subject is highly publicised, 
there is no clear channel for new start-
ups and venture capitalists to approach,” 
noted Dato’ Ng. There is a clear need to 
organise platforms to tap pent-up hunger 
for investment opportunities – the recent 
Fintech Bootcamp organised by MDEC 
unearthed 20 innovative solutions and 
received positive responses from banks and 
venture capitalists.

While Malaysia has been very supportive 
of fintech, building start-up accelerators 
and incubators and even facilitating bank 
investment, fintech start-ups require 
continuous and long-term support to 
succeed and sustain themselves over the 
longer term. “Hence, there is the need 
to establish a sound ecosystem to enable 
investors or venture capitalists to provide 
deal flow investments,” said Dato’ Ng. The 
fintech talent pool is also shallow and needs 
beefing up to successfully promote fintech 
and attract the right investors.

Given that Malaysia is a nascent fintech 

the finteCh 
sPaCe in 
malaysia 
is rather 
fraGmented. 
even thouGh 
the subjeCt 
is hiGhly 
PubliCised, 
there is 
no Clear 
Channel for 
neW start-uPs 
and venture 
CaPitalists to 
aPProaCh. 

Dato’ Ng Wan Peng
Chief Operating Officer, MDEC
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banking services. Consumers will have more 
options and better services from this sector.” 
To stay relevant and sustainable, she advised 
start-ups to focus on the products and services 
required by their customers and to explore the 
collaboration and financing options available to 
them in the emerging digital ecosystem. 

the outlook

While fintech start-ups in Malaysia might 
be targeting the local market, globalisation 
opens the doors to outside competition. As of 
May 2016, there were more than 100 fintech 
start-ups in Malaysia. While they’re competing 
with incumbents in the financial space, they’re 
equally vulnerable to the threats posed by the 
Big 4 - Amazon, Apple, Facebook and Google 
- as well as China’s behemoths Alibaba and 
Tencent as markets liberalise. “The industry 
is very much data-driven and therefore the 
Big 4 has an added advantage with their 
vast customer information. They are already 
dominating the financial sector. The concern 
is that they will be the dominant players and 
kill off the competitors, including the start-
ups,” suggested Aznan. 

Although these goliaths are currently 
dominating unserved or underserved 
segments outside of the banks’ radar, they 
might eventually besiege incumbents’ 
markets due to their data dominance. “The 
advantage for the Big 4 is that they own more 
information than the banks… If the banks are 
not careful, they will inch their way into the 
banks’ traditional businesses. Leveraging on 
their e-commerce platform and availability 
of vast customers’ data on their platform, 
they will be able to perform data analysis to 
operate e-KYC effectively. Once they have 
perfected this, they can eventually venture 
into other traditional areas that are currently 
served by the banks,” warned Dato’ Ng.

Dato’ Ng Wan Peng and Aznan Abdul Aziz, 
were speaking on fintech policy and prospects 
at the MIA-MICG Fintech & Digital Economy 
Conference 2017. n

space and start-ups in Malaysia are late to 
the race, they lag behind global players. 
However, local fintechs are comparable 
to their ASEAN peers. “The fintech 
companies in Malaysia are venturing 
into areas which are more or less 
similar to their global counterparts, but 
more on the application of the existing 
technologies. We have seen ventures in 
applications such as e-KYC which adds 
value to the existing financial system,” 
remarked Aznan. 

Commenting on the perception that 
regulators favour incumbents by protecting 
banks and traditional financial institutions 
in the fintech space, Aznan clarified that 
BNM’s role is to protect consumers and 
maintain financial systemic integrity and 
stability. “In the financial services sector, 
trust from customers is very important. 
For that reason, banks will continue to 
exist and therefore the best approach for 
the fintech start-ups is to collaborate with 
the banks.” 

Agreeing, Dato’ Ng observed that 
fintech is not meant to replace the 
banks or the financial institutions but 
to complement their roles and stimulate 
innovation. “The presence of fintech 
companies is welcomed since the use of 
digital technology will democratise the 

the finteCh 
ComPanies in 
malaysia are 
venturinG 
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on the 
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Aznan Abdul Aziz
Director, Financial Sector 
Development Department 
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We need 
resPonsible 
disruPtion

“innovate witH 
responsibility, 

disrupt witHout 
destruction” 

- tan sri rafidah aziz
at the fintech & digital economy 

conference 2017, jointly organised 
by Mia and the Malaysian institute 
of corporate Governance (MicG).

18     accountants today | Mar / apr 2017



WE NEED REspONsIBLE DIsRupTION

It’s human nature to fear disruption, and 
one of the biggest sources of disruption 
today is financial technology or fintech, 
which is catalysed by ICT innovations. 
Investments have poured into fintech, 
rising from USD1.8b in 2010 to almost 
USD20b in 2015 globally. 

Fintech’s impact beyond financial 
services is clearly visible, and has 
disrupted traditional business practices 
and changed lives. In the mobile payment 
space, service providers including Paypal, 
Square, Ripple and Apple Pay have 
transformed how retail and business 
customers pay for their purchases, 
facilitated by rapid development in mobile 
hardware and software technology. In the 
lending space, market players and peer-to-
peer lenders such as SoFi, Lending Clock 
and Prosper are offering alternatives 
to traditional bank loans to increasing 
numbers of borrowers and entrepreneurs. 
In the market infrastructure sector, new 
service providers such as Digital Assets 
Holdings are using advances in distributed 
ledger technology or blockchain to provide 
market participants new methods of 
clearing and settling transactions. Indeed, 
blockchain’s inherent security features are 
expected to have tremendous impact on 
accounting and assurance in future.

Tan Sri Rafidah Aziz, Chairman of 
AirAsia X and Malaysia’s formidable 
ex-minister of international trade has made 
a career out of managing disruption and 
ushering in change. Bold and feisty as 
ever in her seventies, she frames fintech 
disruption as “positive and productive”. 
Positive disruption is inescapable and 
will persist when the disruptive product 
addresses a new market unserved by 
current players, or where the disruptor 
offers simpler, cheaper and convenient 
alternative solutions to the existing 
products and services. Disruption will 
continue and the key is to manage the 
disruption.

Disruption often causes difficulty for the 
existing players to respond, due to product 
and service innovation. “AirAsia is a good 
example of a disruptor whose business model 
as a low-cost carrier targets customers that 
previously could not afford to fly… AirAsia is 
creating a new market for people that were 
previously unserved,” she said. Positives 
resulting from disruption include enhancement 
and improvement in delivery of service, 
efficiency in market outreach and delivery, 
and development of customer-oriented service 
provision models which focus on the needs and 
requirements of the new demographic profile 
which have different and changing lifestyles. 

inteGrate, don’t isolate

She believes that markets and economies 
will continue to be liberalised due to the various 
bilateral, regional and multilateral arrangements 
undertaken between and amongst sovereign 
nations and economies. Hence, Malaysia must 
be ready to integrate into the global digital and 
fintech infrastructure to facilitate cross-border 
transactions, especially in the financial services 
sector. 

Positive disruption 
is inescapable and 
will persist when 
the disruptive 
product addresses 
a new market 
unserved by current 
players, or where 
the disruptor offers 
simpler, cheaper 
and convenient 
alternative solutions 
to the existing 
products and 
services.
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markets of UK, Australia and Singapore, 
Bank Negara Malaysia (BNM) has 
opted for a controlled experimental 
approach before permitting fintech 
applications in the broader market. On 
18 October 2016, BNM introduced the 
self-regulatory Financial Technology 
Regulatory Sandbox Framework which 
allows fintech players to test their 
application solutions in a controlled 
environment while providing regulatory 
flexibility and appropriate safeguards. 
BNM’s role is to provide guidance 
and advice on modification to fintech 
solutions in order to comply with the 
existing laws. Fintech providers must 
ensure that their business practices are 
sound and ethical, and the solutions and 
applications are reliable, safe, relevant 
and useful to ensure the overall integrity 
of the applications and solutions 
offered. There must be assurance to 
consumers that the applications and 
solutions meet their requirements and 
do not compromise the confidentiality 
of information and safety of the 
transactions involved.

Evidently, teamwork is key to fintech 
success. “The main stakeholders which 
include regulators, market players and 
consumer advocates need to collaborate 
and strategise in order to create a 
conducive controlled environment for 
fintech to succeed.”

The ultimate aim is to create 
widespread acceptance and a soft landing 
for the changes wrought by fintech in an 
already challenging social and economic 
landscape. Malaysia’s policy should be 
to “innovate with responsibility, disrupt 
without destruction,” to ensure that the 
rights and interests of all stakeholders 
are respected and protected.  

Tan Sri Rafidah Aziz spoke at the 
inaugural Fintech & Digital Economy 
Conference 2017, jointly organised by 
MIA and MICG. n

Tan Sri Rafidah urged Malaysian 
entrepreneurs and businesses including 
financial service incumbents to tap the 
vast potentials arising from underserved 
gaps in financial services. 

“Fintech is not merely a buzzword 
but in fact conveys a new dimension in 
the marketplace and will have positive 
impact on the business and economy, 
if managed well. They (fintech players) 
can improve the level of efficiency, 
potentially lower costs and through 
innovation and solutions customisation, 
increase customers’ satisfaction, both 
in domestic and cross-border markets. 
Being agile and innovative will enable 
the fintech companies to expand and 
remain competitive.” In Malaysia, 
the transaction value of the financial 
technology market for 2016 was 
estimated at USD6.2b and it is expected 
to grow 23% annually to reach USD14.4b 
by 2020, with most of the growth coming 
from digital payments. 

Currently, major fintech segments 
are digital payments, digital financing, 
digital insurance (insurtech) and digital 
investment; fintech is also disrupting 
compliance, governance and regulation 

(regtech). Malaysia holds the advantage 
in a new emerging area which has 
strong potential for growth - Islamic 
or Syariah-compliant fintech. “As a 
leader in Islamic finance and its product 
offerings, there is strong potential to 
develop service providers that offer 
Syariah-compliant solutions.”  

keePinG finteCh 
seCure

As fintech involves ICT and 
cyberspace, digital security is a major 
concern. Hackers, malwares and 
viruses can cripple systems and erode 
consumers’ confidence. 

Regulators need to balance policy 
to stimulate fintech innovation while 
protecting markets. Good governance 
is pivotal to protect all stakeholders 
in fintech. Innovation must be 
underlaid with a tremendous sense 
of responsibility and integrity to 
ensure that consumers are not short-
changed and that there is no avenue for 
corruption of services and technology-
based solutions and systems. 

Like its peers in the developed 
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There’s immense buzz about data analytics 
and audit. Cutting through the noise, what 
can analytics actually achieve for audit?
hoh yoon hoong, Country Leader 
for Data analytics Implementation, EY 
malaysia emphasised at mIa’s recent 
auditWorld2017 conference that analytics 
can enhance audit quality.

analytics
a new auDit 
Playbook
Jumping on the Data Analytics bandwagon 

will transform audit models and enhance 

audit quality.  Are you ready?

benefits

Perhaps the largest benefits of analytics are 
audit process efficiency, total population sampling 
which offers increased precision and reduced 
errors, and sharpened focus on audit and financial 
statement risks.
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ANALYTICs: A NEW AuDIT pLAYBOOk

From the outset, analytics changes how you 
approach an audit. In a traditional audit, the 
planning phase focuses on what could go wrong 
or what could cause material misstatements 
in the entity’s financial statements. Then in 
the execution phase of the audit, the auditor 
determines what went wrong, if anything. 

Traditional audits also rely on sampling or 
chance to catch outliers and unusual items. 
Analytics enables total population or 100% audits, 
increasing the probabilities of catching outliers 
and anomalies and reducing audit risks. The 
emphasis from the outset is on what has gone 
wrong, and attention is sharply focused on the 
areas of the financial statements with the highest 
risks of material misstatements. Examples of 
areas where analytics can be applied are: the 
creation of lead sheets, detailed analysis of 
accounts, receivables analysis, analysis of settled 
versus open receivables balances, account class 

analysis, trend analysis and preparer 
analysis.

Importantly, analytics helps 
auditors gain a better and 

in-depth understanding of 
the client and industry; this 
enhances risk identification 
and can help auditors plan 
ahead to avoid issues and 
last-minute surprises. Plus, 

imPortantly, analytiCs helPs auditors 
Gain a better and in-dePth understandinG 
of the Client and industry; this enhanCes 

risk identifiCation and Can 
helP auditors Plan ahead to 

avoid issues and last-minute 
surPrises.

audit
risk

Analytics enables total 
population or 100% audits, 

increasing the probabilities 
of catching outliers 
and anomalies and 

reducing audit 
risks.
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can balk at the challenges. It takes time 
to educate users and stakeholders on 
analytics and to reap the benefits, 
which can discourage investment 
and implementation. Auditors have 
to train a pool of selected personnel 
on analytics, get the support of the 
client’s board audit committee and 
higher management, request client 
data beyond the norm, educate 
the client on why additional data is 
necessary, and assure the security of 
the data. The client will also have to 
instruct their IT team to facilitate the 
auditors with data extraction from IT 
and ERP systems.

Four, while regulatory interest 
is climbing, another hurdle is that 
standards are lagging. Currently, no 
auditing standard recognises evidence 
from analytics. The work-around is to 
incorporate analytics into substantive 
audit procedures, which are already in 
the guidance. Eventually regulations 
are expected to catch up as regulators 
familiarise themselves with analytics 
methodologies and approaches.  

Beyond audit, analytics can open 
doors to spin-off non-audit business but 
practice firms have to be careful not to 
breach the line of independence. For 
example, analytics have been deployed 
to help clients calculate foot traffic in 
malls or patterns in customer revenue 
that can help maximise marketing 
budgets. The bottom line seems to be 
that analytics is a versatile tool which 
can help both your topline and bottom 
line, depending on how you improvise 
and how well you can use the tools. n

Hoh Yoon Hoong, Country Leader for 
Data Analytics Implementation, EY 
Malaysia spoke on Data Analytics - 
Transforming Audit Efficiency at MIA’s 
AuditWorld 2017, a special conference 
for auditors.

analytics equips auditors to ask better 
questions and increases professional 
scepticism, enabling you to more 
effectively challenge management’s 
representations, and also facilitating 
opportunities to apply more fraud 
detection techniques. In complex 
structures such as multinationals, 
analytics can be a boon for business 
combinations and group audits, by 
facilitating a better understanding of 
component entities and subsidiaries.

For firms with an eagle eye on costs, 
analytics optimises stretched resources 
by reducing the audit cycle time 
through transforming and streamlining 

of work processes. Notably, analytics 
can eliminate certain tasks that used to 
be necessary in the audit process, such 
as verification. Pre-analytics, auditors 
would present an audit checklist of 
information required to the entity, 
and the client would extract this data 
from Enterprise Resource Planning 
(ERP) systems or general ledgers, 
for example. The auditors would then 
proceed to verify the information e.g. 
the receivables aging list, a primary 
source of determining doubtful debts 
and provisioning for obsolescence. 
Post-analytics, auditors themselves can 
generate the aging schedule, eliminating 
testing and enhancing reliability.

ChallenGes

While analytics are remarkable, 
there are issues to consider.

One, analytics are only as reliable 
as the datasets captured. You must 
be able to capture the right data and 
then turn this into audit information. 
Examples of data parameters include 
entries date and effective dates, 
account codes and names which 
can uncover double entries, source 
or document type which points to 
significant classes of transactions, 
preparer information which points 
to unusual postings by unauthorised 

personnel, descriptions of journals 
which could imply fraud issues, and 
business units and profit centres 
enabling detailed analysis of specific 
accounts. All financial information for 
current and prior years would have to 
be extracted for comparison. 

Two, applicability. Analytics are 
more useful in sectors such as telco 
and retail which feature voluminous 
streams of data, as opposed to property 
development and construction. 
Analytics are not so applicable in the 
latter two because they adopt the 
percentage of completion method. 

Three, gaining buy-in can be 
daunting and both auditor and client 
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Value creation Story
“The reality of companies and how they operate is that they are a 

symphony of sources of value creation and relationships between the 
company and its stakeholders.” – Professor Mervyn King, chairman, 

International Integrated Reporting council (IIRc) at the 
MIA Integrated Reporting Conference 2016.

IntegRAted reporting (IR) is 
the way forward for global business 
and there’s no turning back. Many 
of the world’s most iconic companies 
and investors are members of the 
International Integrated Reporting 
Council (IIRC), the global coalition 
of regulators, investors, companies, 
standard setters, the accountancy 
profession and NGOs promoting telling 
stories of value creation as the next 
step up in corporate reporting. Here 
in Malaysia, MIA spearheads IR and 

out… Current reporting is also very 
backward looking; it doesn’t tell the 
story about value creation,” remarked 
Pru Bennett, Head of Asia Pacific – 
Investment Stewardship Team, 
BlackRock. “IR provides greater clarity 
around the value creation story of a 
company and its sustainability and long-
term value creation.” 

Professor Mervyn King, IIRC 
Chairman, emphasised that integrated 
thinking and IR were devised to reflect 
the true nature of business, and this 

Telling the

inteGrated thinkinG and 
ir Were devised to refleCt 

the true nature of business, 
and this is the Way forWard 

for CorPorate rePortinG. 
historiCal finanCial 

rePortinG is “divorCed from 
reality. 

Professor Mervyn King, IIRC Chairman

encourages Malaysian companies to 
adopt IR which provides clearer and 
more relevant information to investors 
and stakeholders.

BlackRock, the world’s largest asset 
manager with about USD5 trillion in 
assets under management, is one of 
these icons. “IR really does provide 
us with appropriate and more in-depth 
information that we need in order to 
make a decision. The current reporting 
regime tends to focus just on financials 
and other capitals tend to be missed 
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is the way forward for corporate 
reporting. Historical financial reporting 
is “divorced from reality. No company, 
public or private, carries out business 
with financial capital in one room, 
human capital in another room and 
intellectual capital in another.”

The biggest IR success stories 
currently are South Africa and Japan. 
IR is a listing requirement of the 
Johannesburg Stock Exchange (JSE) 
and over 450 JSE listed companies 
produce integrated reports. On the 
other hand, Japan is unique because it 
is market-led. Japan believes that IR is 
necessary to the future of the Japanese 
economy and it has got buy-in at all 
three critical levels – the tone at the 
top, the tune in the middle and the 
beat of the feet at the bottom of an 
organisation. As of September 2016, 
the (Japanese) government’s corporate 
reporting lab recorded 252 integrated 
reports from Japan’s listed companies, 
with an expected 320 integrated reports 
set to be released in 2017, wrote Richard 

Howitt, Chief Executive, IIRC in a letter 
published in the Financial Times in 
November 2016. (https://www.ft.com/
content/963b397a-a114-11e6-86d5-
4e36b35c3550)

GettinG started

In Malaysia, the government has 
endorsed IR as an economic catalyst 
and differentiator and encourages 
Malaysian PLCs to take up IR as best 
practice. 

Companies can expect far-reaching 
consequences beyond disclosure. 
Early adopters such as Sime Darby 
Berhad and Felda Global Ventures 
Holdings Berhad find that embracing 
IR has changed how they think and 
how they do business. People think in 
a more integrated fashion about the 
implications of the business and how 
to make money more sustainably and 
responsibly.

Like any other process, IR has 
common success factors. One,  elect 

a champion. IR must be led internally 
by somebody with credibility, such 
as Sime Darby Group Chief Financial 
Officer (CFO) Datuk Tong Poh Keow 
who is lauded as the driver behind the 
conglomerate’s IR. CFOs are fitting 
IR champions because they have a 
holistic understanding of the business, 
command seniority and influence, 
and play diverse roles within an 
organisation beyond finance. 

Two, bring the Board on board. 
Engage and convince the board on IR 
to help build awareness, capabilities 
and support. Ideally, the IR champion 
and senior management can escalate 
the organisation’s material issues to the 
Board. It helps to demonstrate that IR 
can be an extremely valuable tool for 
the optimal allocation of capitals and 
that IR can capture material information 
and communicate this to stakeholders 
effectively. Interestingly, embracing 
integrated thinking and IR can change 
the nature of the information flowing 
to the Board and improve their 

enGaGe and ConvinCe the 
board on ir to helP build 

aWareness, CaPabilities 
and suPPort. ideally, 
the ir ChamPion and 
senior manaGement 

Can esCalate the 
orGanisation’s material 

issues to the board.
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TELLING THE VALuE CREATION sTORY

governance and decision-making.  
Three, existing cultures and behaviours 

can hinder adoption. Set the right KPIs to 
move people in the right direction. Break up 
silos so that information flows freely across 
the organisation and enables integrated 
thinking. Build a multidisciplinary IR team 
to cover all facets of business. 

Four, understand that IR is not about 
altruism or doing good. IR makes good 
business sense. Numerous research studies 
have shown that IR improves performance 
and visibility and helps companies build a 
robust business case to attract investors 
and stakeholders. Bear in mind that IR isn’t 
a reporting issue but more importantly, 
a governance issue. IR matters in a more 
demanding environment where decision-
makers and investors are increasingly 
scrutinising ESG (environmental, social and 
governance) performance and responsible 
investment is gaining ground.

Five, one recommended approach to get 
started on integrated thinking is to engage 
with your team across different business 
units to discuss the organisation’s business 
model and strategy and understand the 
activities which are creating and adding 
value. Try to determine the synergies and 
connectivity between the different units 
and activities. 

Six, focus on materiality. Shed the 
compliance tick box mentality and 
investigate the issues which are material 
and important to your organisation and 
your stakeholders. Explain the materiality 
process to help readers understand how 
you arrived at your decisions. Prioritise 
the most important issues and report 
these in a concise, honest and simplified 
manner. Some reporters have engaged 
with their key stakeholders to discover 
their material impacts, which can be 
as many as 30 but eventually these are 
winnowed down to the top ten or fewer 
issues in the final report. 

Use the six capitals defined in IR – 

which are financial capital; manufacturing 
capital; human capital; social and 
relationship capital; intellectual capital and 
natural capital – as a guide to assess the 
capitals being spent by your organisation 
and the value derived from these capitals. 
Early adopters say that it is not necessary 
to report on all six capitals, but only those 
which are material.  

Seven, ensure that your report is 
balanced and gives a big picture of the 
highs and the lows. Balanced reporting – 
warts and all - builds credibility, as does 
independent assurance. Preparers might 
consider engaging external assurance 
providers to audit the IR process and 
report. 

Eight, just do it. These days, 
public demands from stakeholders 
for transparency are mounting and 
organisations are expected to report on 
their impacts. You cannot go from zero 
to hero, so do not wait to be perfect 
before you get started. Do what you can 
to improve transparency while keeping 
costs manageable. IR is a journey and 
not an end-point. Each reporting cycle is 
an opportunity for improvement. If you 
think you need external help, engage a 
consultant. 

Nine, above all, remember that your 
organisation is unique. Each company is 
different and you’ve got to devise your 
own metrics and write your own IR story. 
Investors are waiting to read it.

The MIA Integrated Reporting 
Conference 2016 is the inaugural edition 
of a biannual event aimed at bringing 
together leading voices and participants 
in IR. The one-day Conference is an 
important platform in MIA’s strategy 
to drive awareness and the widespread 
adoption of IR in Malaysia. To find out 
more on how your organisation can 
implement IR, contact MIA’s dedicated 
Integrated Reporting Steering Committee 
at irscsecretariat@mia.org.my. n
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The Transfer Pricing Specialists

Leading wheat trading and flour milling business
TP Planning, TP Policies and Implementation

A leading wheat trading and flour milling business
with 7 mills in Asia (including Malaysia), centralised
group wheat procurement. Initial compliance
documentation covering significant related party
transactions across the region, was inconsistent and
resulted in TP challenges from Tax Offices.

We prepared TP compliance documentation for its
Asia operations; streamlined documentation
procedures; identified and addressed TP issues . This
provided greater defensibility, cost-effective regional
TP compliance documentation; improved
consistency and reduced group effective tax rate.

T S TEOH
Executive Director

E ts.teoh@quanteraglobal.com
T +603 7805 5022

ASIA Bangkok | Brisbane | Hanoi | Ho Chi Minh City | Hong Kong | Jakarta | Kuala Lumpur
Manila | Shanghai | Singapore | Sydney | Tokyo

EUROPE Amsterdam | Antwerp | Eindhoven | Genoa | Milan

AMERICAS Miami | Minneapolis

Find out more at
www.quanteraglobal.com

THE VALUE FOR MONEY ALTERNATIVE TO THE BIG 4 FOR TRANSFER PRICING

We bring:
• Independent transfer pricing expertise at an

affordable price

• Trusted, best-quality and practical transfer pricing
advice and service

• Senior Big-4 experienced practitioners who are fully
involved in service delivery

1. Full or simplified transfer pricing documentation for
compliance – including “tick in the box” for Form C

2. Preparation of country-by-country, master and
local file reports using OECD best practice

3. Design and implementation of transfer pricing
policies & systems

4. Benchmarking (all transactions – from
manufacturing, distribution, services to intangibles,
financings, etc.)

Our Malaysian clients value our capability
and technical expertise in specialist areas:

As transfer pricing specialists, we provide high quality transfer pricing
planning, compliance and advisory services to Fortune 500 companies, listed
companies on major exchanges as well as Small and Medium Enterprises
(SMEs) – with insights from our extensive Asia-Pacific experience.

With our TY Teoh International strategic alliance, we now provide on-the-ground support to our
Malaysian clients, through offices in Kuala Lumpur, Penang and Johor Bahru.
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CelebratinG 
our Golden 

jubilee
Mia will Mark its 50tH anniversary witH a slew of 

exHilaratinG events tHrouGHout tHe year.

30     accountants today | Mar / apr 2017



CELEBRATING OuR GOLDEN JuBILEE

tuRnIng 50 on 30 September 2017 
is a huge milestone for MIA. From 
mundane beginnings, MIA today 
counts more than 33,000 accountants 
as members. MIA itself has built up 
significant influence as a regulator in 
Malaysia and as a leading professional 
accountancy organisation both locally 
and internationally. The profession and 

MIA’s members have been instrumental 
in building the nation and the golden 
jubilee will be a golden opportunity to 
record their achievements and share 
them widely. 

Commenting on the preparations 
for the Jubilee, MIA President Dato’ 
Mohammad Faiz Azmi said, “It’s usually 
at anniversaries that you start to look 

back and see what you have achieved. 
And we realised as we started writing 
down key events that you can always 
see an accountant behind it. Whether 
it’s setting up Pernas, Bank Bumiputra 
or Tabung Haji, you’d be surprised at 
how many accountants are behind it.”

But MIA does not intend to simply 
commemorate its colourful history 

and manifold achievements. While 
documenting its legacy, MIA’s 50th 
anniversary celebrations herald its 
journey towards a more prosperous 
future built on the three core values 
of the accountancy profession - 
“Integrity, Accountability and Trust”. 
As part of the 50th anniversary build-
up, MIA is inviting three prominent 

speakers to talk about what “Integrity, 
Accountability and Trust” mean to them 
and the profession.

Since MIA’s success revolves 
around its membership, MIA 
has carefully planned a long list of 
celebratory activities involving 
members. According to Dato’ 
Faiz, “The key event would be our 
Appreciation Dinner on 30 September. 
Between now and then, we have also 
planned a lecture series and we are 
sending a team up Mount Kinabalu.” 
As MIA wants professional accountants 
to achieve a healthy work-life balance, 
the climb will be reflective of this. 

Developing talent is central to 
ensuring a sustainable future for MIA 
and the profession, and this will be 
a key theme of the golden jubilee 
celebrations. 

MIA is reaching out to secondary 
schools and universities with various 
essay and public speaking competitions 
to engage students and expose them to 
the profession.

Stay tuned for more on the ongoing MIA 50th Anniversary Celebrations!

the Profession and mia’s members have been 
instrumental in buildinG the nation and the 
Golden jubilee Will be a Golden oPPortunity 
to reCord their aChievements and share them 
Widely. 

Dato’ Mohammad Faiz Azmi, Datuk Zaiton Mohd Hassan and Dr. Nurmazilah Dato’ Mahzan
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CELEBRATING OuR GOLDEN JuBILEE

30 September 
1967. The 
Accountants 
Act comes 
into force. The 
Malaysian 
Institute of 
Accountants 
(MIA) is born.

22 November 
1967 Accountant-

General D Mortimer 
is appointed 

Chairman of MIA’s 
Council. Tan sri 

Dato’ Azman 
Hashim is the 
1st Registrar/

secretary.

31 May 1968. 
Accountant-

General Dato’ 
shamsir Omar 
becomes MIA’s 
1st president.

1 September 
1978. MIA 
becomes a 

member of the 
International 
Federation of 
Accountants 

(IFAC).

12 September 
1987. MIA’s 1st 
Annual General 
Meeting is held. 

16 January 
1988. The 
sarawak 
branch is 
officially 
formed.

17 January 
1988. The 

sabah branch 
is launched. 

2 November 1988. 
Official launch of the 

National Annual Report 
Awards, jointly organised 

by MIA and the kuala 
Lumpur stock Exchange. 

The Awards are now 
known as the National 

Annual Corporate Report 
Awards (NACRA)

1990. The Malaysian 
Accountancy Research 

and Education 
Foundation, a trust to 
promote, encourage 

and advance 
accountancy research 

and education in 
Malaysia is set-up. 

12 and 13 
February 1991. 
MIA hosts an 
IFAC meeting 

in Malaysia for 
the first time.

24 and 25 
March 2000. 

The 1st Young 
Accountants 
Convention is 

held.

27 March 
2003. 

The MIA 
Qualifying 

Examination 
is officially 
launched.   

MAJOR MILESTONES OF THE MALAYSIAN INSTITUTE OF ACCOUNTANTS

in conjunction with the MiA 
50th Anniversary celebration, 
the institute has lined-up a 
series of activities as follows: 

  eSSAy WRitiNg AND PUblic 
SPeAKiNg (ViDeo RecoRDiNg) 
coMPetitioN
a competition in the form of essay 
writing and public speaking (via video 
recording) in English will be held in 
secondary schools and institutions of 
higher learning (IHL). The competition 
aims to instil noble values among the 
future generation and promote the 
English language.
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CELEBRATING OuR GOLDEN JuBILEE

14 December 2004. MIA 
and Institut Akauntan 
Indonesia (IAI) signs a 
Framework Agreement 
on Mutual Recognition 

Arrangement in 
Yogjakarta, Indonesia. 

This is the 1st such 
agreement between 

AsEAN national 
accounting bodies.

June 2006. 
MIA’s 

successful bid 
to host the 
18th WCOA 

is announced 
after IFAC’s 

board meeting 
in Beijing.

13 November 
2006. Malaysia 

is officially 
announced 
as the host 
of WCOA 

2010 during 
WCOA 2006 
in Istanbul, 

Turkey.

November 8 
to November 

11 2010. 
MIA hosted 
the World 

Congress of 
Accountants 

(WCOA).

2011. MIA 
named Best 
MICE at the 

Malaysia 
Tourism 
Awards 

2010/2011

2011. MIA 
awarded the 

Human Resource 
Minister Award 
for Exceptional 

Role In Resource 
Development 

(Training providers 
Category)

2013. MIA won 
the National 
Conference 
Award for 
Excellence 
at the rAWr 

Awards.

2014. MIA 
represents 

Malaysia in the 
MRA’s AsEAN 

Chartered 
professional 
Accountant 

Coordinating 
Committee.  

18 November 
2015. MIA and 

IFAC jointly 
organised 

the MIA-IFAC 
Regional sMp 

Forum

2016. 
Introduction 

of digital 
membership 

card.

As of 
today, the MIA has 
more than 33,000 

accountants 
registered with 

the MIA.

experience, thoughts and ideas, centred 
on the mIa 50th anniversary theme 
Integrity, accountability and Trust.

  hiKiNg @ PeNANg hill heRitAge 
tRAil 
a hiking exercise up the penang Hill for 

mIa members, mIa stakeholders and 
mIa staff.

  AN APPReciAtioN DiNNeR 
to thank our stakeholders on 30 
September 2017.

  WAtch & WiN PRogRAMMe
a programme to create awareness 
and deeper understanding of the role, 
function and accomplishments of mIa 
among IHL students.

  bAcK to School PRogRAMMe
a programme designed for mIa 
members to visit schools and provide 
insights on the vast opportunities in 
the accountancy profession to Form 
Four/Five students.

  50th ANNiVeRSARy 
coMMeMoRAtiVe lectUReS
Three lectures by renowned local 
speakers. The speakers would share their 

  cliMbiNg of 
MoUNt KiNAbAlU  

an expedition by mIa 
members, mIa stakeholders 

and mIa staff will conquer 
Southeast asia’s highest 

peak soon.
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teaChinG 
Professional 
sCePtiCism

AMIdst complex changes to the profession 
and the business and regulatory climate, it 
is even more pressing for educators to 
inculcate solid accounting fundamentals 
in their students to facilitate high-quality 

accounting and auditing. 
One key quality that must 

be imparted is professional 
scepticism, which is the 

foundation of high-quality judgement. 
But communicating an intangible 
quality such as professional scepticism 
is always challenging. “How do you get 
across material and assess a student 
that they are properly professionally 
sceptical? And help them develop 
a critical mind? It’s very difficult to 
do,” declared Angela Hecimovic, 
accounting lecturer at the University 
of Sydney Business School and the 
facilitator of the inaugural Train the 
Trainer Workshop jointly organised 
by MIA and Chartered Accountants 
Australia and New Zealand (CAANZ). 

ISA 200 Overall Objectives of the 
Independent Auditor and the Conduct 
of an Audit in Accordance with 
International Standards on Auditing 
defines professional scepticism as an 
attitude that includes a questioning 
mind, being alert to conditions which 
may indicate possible misstatement 
due to error or fraud, and a critical 
assessment of audit evidence. Angela 
stated that professional scepticism lies 
at the heart of all audits and it includes 
being alert to:

HOW CAN PROFESSIONAL 
SCEPTICISM BE TAUGHT MORE 
EFFECTIVELY IN THE CLASSROOM 
TO IMPROVE THE qUALITY OF 
ASSURANCE?
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TEACHING pROFEssIONAL sCEpTICIsM

Audit evidence that contradicts 
other audit evidence obtained

Information that brings into 
question the reliability of 
documents and responses to 
inquiries to be used as audit 
evidence

Conditions that may indicate 
possible fraud

Circumstances that suggest the 
need for audit procedures in 
addition to those required by the 
ISAs.

Can you be too 
sCePtiCal?

Paradoxically, can you have too 
much professional scepticism when 
looking at audit evidence? “There 
is a lot of debate about what level 
of scepticism do you need. If you’re 
looking at evidence surrounding 

financial instruments; if you have too 
much professional scepticism and 
you’re looking at too much data, maybe 
it might become an inefficient audit. 
Maybe you’re not looking at the risk of 
material misstatements. These are all 
issues and challenges that we have in 
trying to teach this topic,” said Angela.

Having accounting knowledge at 
your fingertips and sufficient accounting 
and auditing experience would boost 
your ability to exercise professional 
scepticism and good judgement. Earlier, 
MIA CEO Dr. Nurmazilah Dato’ Mahzan 
had noted that it’s becoming even 
more urgent to exercise professional 
scepticism because business models 
in the digital economy are disrupting 
and evolving. Auditors now have to 
grapple with performing assurance on 
online marketplaces such as Lazada 
and Amazon, cloud-based platforms, 
start-ups and crowdfunding, to name 
some new business models, and would 
need to adjust their skills – including 
professional scepticism – to deal with 
risks in the digital economy. 

Substance might also be sacrificed 
for form when auditors aim for 
compliance with standards, resulting in 
a “tickbox” and “checklist” compliance 
mentality. To evade the tickbox trap, 
it’s essential to embed the right 
ethics and attitudes from the start. 
“Professional scepticism is actually a 
state of mind in making professional 
judgements. To develop keen noses at 
early stages, there is a need to embed 
critical thinking as early as possible 
into accountants’ DNA as a prerequisite 
for professional scepticism,” remarked 
Dr. Nurmazilah. Standard-setters have 
taken note of this. As of 2016, the IAESB 
(International Accounting Education 
Standards Board) working group on 
professional scepticism (WGPS) had 
started gathering information on how 

to embed professional scepticism into 
education and codes of ethics, explained 
Angela.

everyone must be 
sCePtiCal

Professional scepticism doesn’t 
apply only to auditing, but should be 
exercised in other segments of the 
accounting ecosystem and value chain 
as well. Speaking from her vantage 
point as an advisor to the IFAC PAIB 
(Professional Accountants in Business) 
Committee, Dr. Nurmazilah related that 
the Committee had submitted a paper 
contending that professional scepticism 
is important for all accountants in all 
segments, and not just auditors. A core 
point is that ISA 200 should reclassify 
professional scepticism as assurance 
scepticism which would focus more 
on mitigating risks during the audit 
process. “It’s not true that professional 
scepticism should only be for auditors. 
Accountants in business and in 
companies also exercise professional 
scepticism. If they have done their job, 
the work of auditors would be much 
easier,” said Dr. Nurmazilah.      

Angela hecimovic was facilitating 
the inaugural Train the Trainer 
Workshop jointly organised by 
MIA and Chartered Accountants 
Australia and New Zealand (CA 
ANZ), which focused on enhancing 
pedagogy for professional 
scepticism, enhanced auditor 
reporting and data analytics.  This 
is one of many initiatives designed 
by MIA to meet the professional 
development needs of educators 
against a challenging landscape 
of budget cuts and rising 
expectations. n
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prioritising 
Research

MIA, MASB AND MAREF ARE WORKING 
TOGETHER to drive applied accounting 

research which can benefit the profession, 
business and society. Specifically, the topics 

chosen relate to Malaysia’s domains – 
agricultural commodities and Islamic finance, 

and will enable Malaysia to brand itself further 
in these sectors.

MIA and MASB (the Malaysian 
Accounting Standards Board) aim to 
spearhead innovation and progress in 
the profession by identifying priority 
research topics which will be funded 
by MAREF (Malaysian Accountancy 
Research and Education Foundation) 
grants. For 2017, MIA and MASB have 
come out with 12 topics and allocated 
funding of up to RM60,000 for each 
research project. The projects are 
expected to commence from March 
2017. 

The Priority Research Topics are:

 Financial instruments with 
characteristics of equity with focus 
on perpetual sukuk and unrestricted 
investment accounts.

 A study on the impact of MFRS 10 
Consolidated Financial Statements, MFRS 
11 Joint Arrangements, and MFRS 128 

Investments in Associates and Joint 
Ventures on consolidated financial 
statements of Malaysian companies.

 Application of MFRS 13 Fair Value 
Measurement by companies in Malaysia 
on financial instruments and non-
financial assets.

 Compliance of companies in Malaysia 
(other than financial institutions) in 
respect of disclosure requirements in the 
following MFRSs:

a. MFRS 7 Financial Instruments 
Disclosures

b. MFRS 8 Operating Segments
c. MFRS 12 Disclosure of Interest in 

Other Entities, and
d. MFRS 13 Fair Value Measurement.

 The impact of convergence with IFRS 
on the Malaysian capital market.

 Convergence with IFRS in Malaysia: 

Benefits and challenges.

 Impact of FRSIC Consensus on 
comparability of financial statements in 
Malaysia.

 Process that preparers and auditors go 
through in applying judgement on an 
accounting treatment for a particular 
transaction.

 Application of judgements in 
developing and applying accounting 
policy in the absence of an MFRS by the 
CFOs in Malaysia.

 Application of materiality by the 
preparers in Malaysia in the preparation 
of financial statements.

 Accounting for waqf.

 Determining the fair value of produce 
growing on bearer plants.  
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Navigate Better to Improve A/R Collections

KollectValley helps companies with Accounts Receivable & Collections to:

Get Paid On-Time !
Automate Reminders via SMS, Emails, Letters, Calls, etc.

Apply Consistent A/R Collections Policies (SOP)

Reduce untraceable payments in suspense G/L  accounts by 
leveraging ‘Self-Care’ capabilities via the web

Minimize Paying GST Returns on behalf of Delinquent Customers

Manage Disputes or Complaints Better

Facilitate payments online via the payment gateway
Manage Teams & KPI Tracking Better
Work with Existing Accounting, Billing & Invoicing Systems

Email: info@kollect.my     Tel: +603 6157 8886 / +603 8605 3378  
www.kollectvalley.my 

     

A/R Collections & Recovery On The Cloud

Generate Customer level single e-Statement from multiple  
Invoicing systems (e-Invoicing)

Valley
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pRIORITIsING REsEARCH

“The initiative is really to put more 
life into applied research, which the 
community will appreciate. Up to now 
there are very few research areas that 
have really been traversed, although 
many need to be looked at,” said Tan 
Sri Datuk Dr. Abdul Samad Haji Alias, 
Chairman of the Board of Trustees, 
MAREF, who thanked MIA and MASB 
for revitalising MAREF’s work. 

He recommended that researchers 
balance their interest in fundamental 
research with applied research. “If 
fundamental research can be backed 
by applied research in terms of 
confirming the findings, that would be 
more value-added to the profession for 
applied decision-making.”

Dr. Nurmazilah Dato’ Mahzan, 
CEO, MIA noted that this is the first 
time that MAREF has introduced 
priority research topics. While the call 
for proposals was issued last year, the 
organisers decided to hold a briefing 
for interested researchers to help them 
frame research questions properly and 

address the organisers’ expectations, 
and increase the probability of their 
success in securing the grant.

For example, there is limited 
guidance on waqf or endowments, 
even though this is an area of 
tremendous interest and financial 
weight in Malaysia and other Islamic 
jurisdictions. Tan Sri Samad urged 
researchers to shed more light on the 
principles and practical management 
of waqf, to facilitate good governance, 
integrity and amanah (the concept 
of trustworthiness and discharging 
one’s duty to stakeholders and God) 
among waqf administrators.  “I hope 
the marshalling of standard setters 
and regulators in research would help 
enhance waqf accounting and public 
accountability,” he emphasised. 

Tan Sri Samad also advised 
researchers to focus on improving 
practical guidance in the complex area 
of fair valuation of agriculture produce, 
which is also highly pertinent to 
Malaysia as the world leader in palm 

oil. Malaysia must take the lead in 
researching these topics because they 
“are really salient to Malaysia and 
ASEAN countries. Other countries 
may not have these sectors or may 
not face these problems,” said Dr. 
Nurmazilah. The bonus? Focusing on 
these areas will differentiate Malaysian 
accounting research or output from 
Western markets and gives Malaysian 
researchers the advantage when 
pursuing publication of articles or 
papers in high-ranking journals. 

These priority research topics are 
also closely linked with MIA’s vision 
for nation-building by leveraging 
on and strengthening our natural 
competencies. “Islamic finance and 
palm oil are our domains,” said Dr. 
Nurmazilah, who noted that Western 
researchers are eager to explore 
Islamic finance but lack the native 
environment and the data. Malaysian 
researchers should then capitalise 
on our endemic strengths to produce 
rigorous and robust research, share 
the contributions, and help brand the 
nation as a hub of knowledge in these 
two domains.

“In MIA, we support and want to 
work very much on the area of Islamic 
finance, and to bring this topic up 
to a higher scale,” emphasised Dr. 
Nurmazilah, who also shared MIA’s 
progress on its upcoming Islamic 
Finance textbook which will be 
distributed free to all universities to 
advance the understanding of how to 
apply IFRS/MFRS to Islamic Financial 
Institutions in Malaysia.  

MIA organised the Briefing Session 
with Universities on Priority Research 
Topics in January 2017 to increase 
awareness and solicit appropriate 
research proposals. MAREF received 
a total of 42 applications as of the 
closing date of 15 February 2017.

if fundamental 
researCh Can be 

baCked by aPPlied 
researCh in terms 

of ConfirminG 
the findinGs, 

that Would be 
more value-

added to the 
Profession 
for aPPlied 

deCision-makinG.

Tan Sri Datuk Dr. Abdul Samad Haji Alias
Chairman of the Board of Trustees, MAREF
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CHARTERED INSTITUTE OF MANAGEMENT ACCOUNTANTS 
CONTACT US TODAY:

Lot 1.05, Level 1, KPMG Tower, 8 First Avenue, Bandar Utama, 47800 Petaling Jaya, Selangor, Malaysia
T. +60 (0)3 77 230 230     E. myelitepath@cimaglobal.com                     www.cimaglobal.com/malaysia

“CGMA and CIMA will serve as a passport for me in terms 
of career progression. The sky is definitely the limit!”The motivating factor for me to pursue the programme was a combination of both career and 
personal development. It allows me to combine my professional experience with theoretical 
knowledge. The availability of experienced global tutors to challenge and guide me throughout the 

course was a great value add. 

In my view, the CIMA qualification is comprehensive and holistic. It not only centres on accounting or 
finance but comprises a syllabus that cuts across all key areas for professional development. These areas 

include enterprise to managerial skills and risk management perspectives. It has helped me to develop a better understanding 
of financial and taxation related matters.

Azreena Abdul Wahab ACMA, CGMA, CA(M)
Manager, Development Finance and Enterprise Department, Bank Negara Malaysia

Exclusively for
MIA members

Sit for only
1 exam*
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MAKE A DIFFERENCE
WITH CIMA-MIA STRATEGIC PROGRAMMES
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pRIORITIsING REsEARCH

researCh 
toPiCs
WhAt are the MAREF Priority Research 
topics? And why did MIA, MASB and 
MAREF choose to champion these? 
Below, we explain why these 12 topics 
were chosen, and what outcomes are 
expected from the research.

+ FInAnCIAl InStrUMentS wIth 
ChArACterIStICS oF eqUIty, wIth 
FoCUS on perpetUAl sukuk AnD 
UnreStrICteD InveStMent ACCoUntS

The objective of this research is to 
understand the accounting principles 
and judgements applied in accounting for 
unrestricted investment accounts (URIA) 
and perpetual sukuk in Malaysia.

MASB has observed examples where 

perpetual sukuk instruments with cumulative profit are 
classified as equity and URIA are treated as financial 
liability. Further research in these areas would be 
useful for users to understand the rationale for the 
classification of such perpetual sukuk and URIA as 
equity and liability respectively.

Therefore, the research is expected to identify 
the underlying principles used in determining  the 
classifications of a perpetual sukuk and URIA. In 
addition, researchers are expected to analyse the  salient 
features of a perpetual sukuk – such as discretionary 
rights to pay profit or dividend stopper - and how these 
may affect its classification as either  liability or equity. 

+ A StUDy on the IMpACt oF MFrS 10 
ConSolIDAteD FInAnCIAl StAteMentS, MFrS 11 
JoInt ArrAngeMentS, AnD MFrS 128 InveStMentS 
In ASSoCIAteS AnD JoInt ventUreS on 

prIorIty

The objective of this research is to understand the 
accounting principles and judgements applied in 
accounting for unrestricted investment accounts 
(URIA) and perpetual sukuk in Malaysia.
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ConSolIDAteD FInAnCIAl StAteMentS 
oF MAlAySIAn CoMpAnIeS

These standards were effective 
back in 2013, and MIA wants to track 
the impact on financial statements post-
implementation and identify the trends 
in consolidation and joint-ventures, 
explained Rasmimi Ramli, Head of 
Financial Reporting and Assurance, 
MIA. The International Accounting 
Standards Board (IASB) will be 
carrying out a post-implementation 
review (PIR) of IFRS 10, 11 and 12 to 
assess the effect of new requirements 
on investors, preparers and auditors. 
IASB will review relevant academic 
studies and other reports in its PIR, and 
this is where researchers can really 
contribute to the standard-setting 

activities of IASB, she added. 

+ ApplICAtIon oF MFrS 13 FAIr 
vAlUe MeASUreMent by CoMpAnIeS 
In MAlAySIA on FInAnCIAl 
InStrUMentS AnD non-FInAnCIAl 
ASSetS 

Non-financial assets include 
biological assets and investment 
property. The MIA Financial 
Reporting Standards Implementation 
Committee (FRSIC) has observed 
the practice on determining the 
appropriate classification within the 
fair value hierarchy for instruments 
such as loans and advances to, as 
well as deposits from customers. 
Currently, there is diversity in practice 
with regards to the application of 

MFRS 13 in the Malaysian market. 
The IASB is also conducting a PIR 
on IFRS 13 and again, this presents 
an opportunity for researchers to 
contribute to international accounting 
standard-setting. 

+ CoMplIAnCe oF CoMpAnIeS In 
MAlAySIA (other thAn FInAnCIAl 
InStItUtIonS) In reSpeCt oF 
DISCloSUre reqUIreMentS In the 
FollowIng MFrSs:

a. MFRS 7 Financial Instruments 
Disclosures

b. MFRS 8 Operating Segments
c. MFRS 12 Disclosure of Interest 

in Other Entities
d. MFRS 13 Fair Value 

Measurement
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as it meets the definition of cash as 
per MFRS 107 and should comply 
with MFRS 139. The other areas 
covered in the consensus relate to 
divergent practices in measurement 
and presentation of income on sale of 
currencies held for sale.

Researchers should also look into 
the impact of FRSIC Consensus 27 
Treatment of Land Cost when Revenue 
is Recognised Over Time by Measuring 
Progress Using Costs Incurred 
Methods. The consensus clarifies 
whether or not land cost should be 
included when calculating percentage 
of completion in property development.  

+ proCeSS thAt prepArerS AnD 
AUDItorS go throUgh In ApplyIng 
JUDgeMent on An ACCoUntIng 
treAtMent For A pArtICUlAr 
trAnSACtIon

Here, MIA wants to see the thought 
process of preparers and auditors when 
they apply judgement on an accounting 
treatment for a particular transaction. 
Paragraph 112 of MFRS 101 
Presentation of Financial Statements 
require entities to disclose, along with its 
significant accounting policies or other 
notes, the judgements, apart from those 
involving estimations, that management 
has made in the process of applying 
the entity’s accounting policies and that 
have the most significant effect on the 
amounts recognised in the financial 
statements. The starting point would be 
to look at significant accounting policies 
and the judgements disclosed. 

+ ApplICAtIon oF JUDgeMentS 
In DevelopIng AnD ApplyIng 
ACCoUntIng polICy In the AbSenCe 
oF An MFrS by the CFos In MAlAySIA

This is driven by MFRS 108 

Here, researchers are required 
to review the financial statements 
of companies in Malaysia to assess 
whether they comply with the 
disclosure requirements.

+ the IMpACt oF ConvergenCe wIth 
IFrS on the MAlAySIAn CApItAl 
MArket

Researchers are asked to analyse 
the impact of dual compliance 
statements on the Malaysian capital 
markets. Financial statements of the 
Malaysian companies  are prepared 
in accordance with MFRS and hence 
IFRS; this signals to investors and 
markets that Malaysia complies 
with MFRS and IFRS and improves 
financial statement comparability.  

+ ConvergenCe wIth IFrS 
In MAlAySIA: beneFItS AnD 
ChAllengeS

While plenty of research on 
IFRS implementation has been 
done overseas, local equivalents are 
lagging. This research aims to provide 

empirical evidence on the benefits 
and challenges of convergence with 
IFRS in Malaysia. As a member of 
the ASEAN Federation of Accountants 
(AFA), MIA is helping other ASEAN 
countries to implement IFRS. This 
research will enable Malaysia to share 
its convergence experience back in 
2012. 

+ IMpACt oF FrSIC ConSenSUS 
on CoMpArAbIlIty oF FInAnCIAl 
StAteMentS In MAlAySIA

“In order to perform this research, 
you have to understand all the 27 
FRSIC Consensus and really see the 
impact of all the consensus on the 
companies applying MFRS,” said 
Rasmimi.

Rasmimi shared one of the 
consensus which deals with accounting 
for currencies held for sale in money 
services businesses (MSBs).  Some 
MSBs in Malaysia have been treating 
foreign currencies held for sale 
as inventory which is measured at 
the lower of cost and net realisable 
value. Others treat currencies as cash 
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where in the absence of an MFRS, 
management must make sure that 
the accounting policy they choose 
will result in information that is 
relevant and reliable. To make this 
judgement, management should refer 
to MFRSs dealing with similar and 
related issues. If there is no guidance 
in MFRS, management should look 
at the definitions, recognition criteria 
and measurement concepts for assets, 
liabilities, income and expenses in the 
Framework. 

Management may also consider 
the pronouncements of other standard-
setting bodies, other accounting 
literature and accepted industry 
practices to form their judgements as 
long as it does not conflict with MFRSs 
and the Framework. For example, 

plantation companies adopted industry 
practice where they capitalise and 
amortise their plantation development 
expenditure. Another example 
refers to business combinations of 
controlled common entities, where 
currently there is no guidance under 
MFRS. CFOs might choose between 
acquisition accounting or predecessor 
accounting, and the research should 
uncover the thought process behind 
this. 

+ ApplICAtIon oF MAterIAlIty 
by prepArerS In MAlAySIA In 
the prepArAtIon oF FInAnCIAl 
StAteMentS

This research will analyse how 
preparers apply materiality in their 

preparation of financial statements. 
The findings will be compared with 
IASB’s upcoming IFRS Practice 
Statement to enable MASB and MIA 
to identify and close the gaps. 

Currently, IASB has issued a Draft 
Practice Statement which proposes 
guidance to help management apply 
the concept of materiality when 
preparing financial statements in 
accordance with IFRS. The Statement 
provides guidance in three main areas:

characteristics of materiality

how to apply the concept of materiality 
when presenting and disclosing 
information in the financial statements

how to assess whether omissions and 
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misstatements of information are material 
to the financial statements.

+ ACCoUntIng For waqf

Here, researchers are expected 
to analyse the appropriate financial 
accounting and reporting for waqf 
or Islamic endowments. There have 
been numerous waqf in Malaysia 
established under different entities, 
such as JCorp, UDA Waqf Sdn Bhd, 
Waqf Selangor Muamalat, Waqf Seed 
Fund and INSANIAH Waqf Project. 

Some of the accounting issues 
under waqf according to a MASB 
research paper are:

Should a waqf present a full set of 
separate financial statements?

Should a waqf be consolidated with its 
mutawalli or trustees?

What is the appropriate financial 
reporting framework for waqf?

What are the appropriate measurement 
bases for the assets and liabilities of a 
waqf?

What are the disclosures needed by users 
of a waqf’s financial statements?

Work is also being done by the 
Accountant General’s Department on 
waqf, said Rasmimi. This research is 
meant to provide alternative evidence 
and solutions for consideration by the 
AG’s Department. 

+ DeterMInIng the FAIr vAlUe 
oF proDUCe growIng on beArer 
plAntS.

According to Rasmimi, MIA 
President and FRSIC Chairman Dato’ 
Mohammad Faiz Azmi has given 
FRSIC a deadline of June 2017 to 
sort out this particular FRSIC issue. 
Researchers are asked to analyse how 
an entity in practice arrives at the fair 
value of produce growing on various 

bearer plants, such as oil palm fruits, 
tea leaves, latex and sugar cane. 

Using oil palm as an example, 
Rasmimi noted that one of the critical 
issues arises when entities want to fair 
value the fruit. At what point should 
you start recognising the oil palm 
fruit? FRSIC discussion found that 
fair value can be calculated using 
the income method or discounted 
cash flows, but it is important to 
get a consensus on the stage of the 
inflorescences development of the oil 
palm. Currently, there are divergent 
practices in the market with some 
entities choosing to value the fruit at 
four months before harvest (young 
fruit) or one month before harvest 
(ripe bunch).  

The research is urgently needed 
to settle this issue and also to answer 
IASB’s queries on the divergent 
practices for fair valuing palm oil, as 
well as potential queries on divergent 
practices in fair valuing latex, sugar 
cane, etc.  n
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Do You Know Your

frsiC 
Consensus?

Guidance in the form of MIA’s Financial Reporting 
Standards Implementation Committee (FRSIC) 
Consensus help businesses and users implement complex 
IFRS correctly in the local context.  These consensus 
can also be a shortcut or a cheat sheet for financial 
reporting, but surprisingly not many know about 
FRSIC. Long story short, use FRSIC consensus to 
ease IFRS implementation and make life in the 
finance function much easier.

ARe you puzzled by how to implement 
international accounting standards within 
the Malaysian context?

The answer could be found in one of the 
consensus issued by FRSIC, the Financial 
Reporting Standards Implementation 
Committee of MIA.

According to MIA President and 
Chairman of FRSIC, Dato’ Faiz Mohammad 
Faiz Azmi, the FRSIC was set up post-
convergence with International Financial 
Reporting Standards (IFRS). As an IFRS 
adopter, Malaysia was no longer in power 
to come up with its own interpretations, 
as interpretation lay strictly with the 
International Accounting Standards Board 
(IASB). For guidance on implementation, 
users would have to rely for help on IASB’s 
IFRS Interpretations Committee, formerly 
the International Financial Reporting 
Interpretations Committee (IFRIC) or the 

likes of the Big 4 and their technical 
publications. 

But what if the issue falls under the 
radar or their solution isn’t applicable 
locally? Since interpretation is no longer 
under the purview of the Malaysian 
Accounting Standards Board (MASB) 
users would have to refer the matter 
to IASB. Subsequently, if no guidance 
is forthcoming from IASB or other 
parties, MIA’s FRSIC would then take 
up the matter and give guidance on  
implementation of the standard. “FRSIC is 
our mechanism to figure out how to make 
a standard work within Malaysia. We work 
in very close consultation with MASB, 
being a national standard-setter, to issue 
consensus. These are not laws or bylaws 
but indications of consensus,” explained 

FRSIC is our 
mechanism to figure out 
how to make a standard 
work within Malaysia. 
We work in very close 
consultation with 
MASB, being a national 
standard-setter, to issue 
consensus. These are 
not laws or bylaws but 
indications of consensus.

Dato’ Mohammad Faiz Azmi
MIA President and Chairman of FRSIC
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DO YOu kNOW YOuR FRsIC CONsENsus?

 Classification of a term loan 
that contains a repayment on 
demand clause by the borrower 

 Distribution equalisation in unit 
trust funds

 Monies held in trust by 
participating organisations of 
Bursa Malaysia Securities Berhad

 Classification of fixed deposits 
and similar instruments as cash 
and cash equivalents

 Accounting for currencies 
held for sale in money services 
businesses 

 Determination of realised and 
unrealised profits or losses in the 
context of disclosures pursuant 
to Bursa Malaysia Securities 
Berhad listing requirements

 Presentation of financial 
statements for takaful 
companies; and classification and 
measurement of qard (finance)

Dato’ Faiz. Compliance with FRSIC Consensus 
is not mandatory, but it’s advisable to follow 
them to enhance IFRS convergence and deter 
divergence. MIA regards FRSIC Consensus as 
best practice and MIA members who assume 
responsibilities for financial statements are 
expected to observe them.  

While FRSIC guidance is highly useful, it’s 
not especially visible and business is largely 
unaware of FRSIC Consensus. MIA’s setting 
out to change this by engaging with users 
and stakeholders within different industries, 
starting with the inaugural FRSIC Annual 
Forum with Finance Leaders of Financial 
Institutions in Malaysia last year. 

At the forum, Simon Tay, Executive 
Director, Professional Practices & Technical 
of MIA brought finance leaders of both 
conventional and Islamic financial institutions 
up to speed on FRSIC’s output. FRSIC is one 
of the busiest MIA committees due to the 
wave of new accounting standards flowing in. 
“FRSIC has to address the implementation 
issues affecting the profession, especially 
where there are existing or potential divergent 
practices,” he said.

Since inception, FRSIC has handled 62 
issues - 12 were rejected, 11 discontinued, 
11 are ongoing, and issued 27 consensuses 
and one special matter guidance. Other than 

financial services, FRSIC is also exploring 
other complex areas relevant to Malaysia. In 
agriculture, FRSIC is examining the issues 
of commencement of depreciation of bearer 
plants, and fair value of agricultural produce. 
In property development, FRSIC is looking 
at capitalisation of borrowing costs, provision 
of common infrastructure costs, and the 
basis of allocating land costs for development 
projects.

Reading FRSIC Consensus might 
be daunting for overwhelmed finance 
professionals, but even a cursory reading 
can catalyse understanding and ease 
implementation of the standard. “By reading 
each FRSIC consensus, you can see issues at 
hand, the set parameters and understand the 
scope of the standard. If you apply the right 
scope and the right standard, you get the 
right answer in a particular issue, but if you 
apply the wrong standard, you get the wrong 
answer.”

In studying the consensus, look out 
for recognition principles, consider the 
measurement issues, then finally disclosure. 
“Going through the consensus is a very 
good thought process in applying accounting 
standards,” said Simon.

For more indepth information on FRSIC 
Consensus, visit www.mia.org.my/frsic. n

Meanwhile, FRSIC 
continues to work on 
these ongoing issues 
related to financial 
services

 Revenue recognition 
on bancassurance 
arrangement

 Reporting entity for 
the purpose of assessing 
‘predominant activity’ in 
relation to IASB Exposure 
Draft IFRS 9 with IFRS 4

 Accounting for 
restricted profit sharing 
investment account

 Determining 
the significance of 
unobservable inputs

 Adjustments for credit 
risk

For better insights, users 
can refer to the following 
issued consensus related to 
financial services

 Fixed deposit held on lien for 
bank guarantee facilities

 Impairment of investment in 
equity instrument categorised as 
available-for-sale financial asset 
due to “significant and prolonged” 
decline in fair value 
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root 
Causes 
of audit 
failures
gettiNg to the Root causes of 
audit failures and complying with 
IAASB’s quality control standard 
ISqC1 would help audit firms improve 
service and audit quality, and reduce 
the risk of audit failure.

could root cause analysis (RCA) be useful 
as an analytical tool to benefit auditors in 
their quest to improve audit quality?

Here in Malaysia, RCA has not been 
explored fully, but this could be because 
there are just too many factors to contend 
with, both internal and external. In addition, 
the costs of addressing this issue, from 
time and financial perspectives, are just too 
formidable a task for a sole proprietor.

The IAASB has already provided a quality 
standard, namely ISQC1 (International 
Standard on Quality Control), as an effective 
and workable solution to permanently 
address the root causes underlying audit 
findings and failures. However, ISQC1 has not 
been implemented or has been ineffectively 
implemented by some auditors. Based on the 
results of practice review, these practitioners 
feel that ISQC1 is not applicable to their 
small practices. By doing so, they have been 
penalised for producing low-quality work that 
does not comply with professional standards. 

n  by the pRactice RevieW depaRtment
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In the long run, this may jeopardise 
their livelihood as their professional 
work would be monitored closely and 
their licences might be suspended or 
withdrawn by the Ministry of Finance.

This belief that ISQC1 is not 
applicable to small firms is a fallacy 
that mustn’t continue. Audit failures 
are usually linked to auditors who do 
not adhere strongly to the elements of 
ISQC1. To protect themselves, auditors 
should avoid being influenced by 
opinions of recalcitrant practitioners 
who oppose the implementation of 
ISQC1 for their own reasons.

 
ConsequenCes of 
non-ComPlianCe

Refusal to comply with ISQC1 
can be extremely costly and affect 
even the largest audit firms. Be 
warned that regulators are cracking 
down. Recently, the Public Company 
Accounting Oversight Board 
(PCAOB) announced that Brazil –
based Deloitte Touche Tohmatsu 
Auditores Independentes will pay an 
USD8 million civil penalty, the largest 
ever imposed by the PCAOB, to settle 
charges including issuing materially 
false audit reports and attempts to 
cover up audit violations by improperly 
altering documents and providing 
false testimony.  The PCAOB also 
announced sanctions against 12 former 
partners and other audit personnel 
of the firm, including certain firms’ 
leaders. A former engagement partner 
also was charged with causing the 
firm to issue materially false audit 
reports. Deloitte Brazil admitted that 
it violated quality control standards 
and failed to cooperate with PCAOB 
inspection and investigation, the first 
admissions the PCAOB has obtained 
from a global network firm.

Another infamous case is the debacle of 
Enron in 2001 and the subsequent collapse 
of Enron’s auditor, the then-largest audit firm 
in the world. Enron proved how important 
and crucial it is for the auditor to maintain 
independence in carrying out its audit. As 
we all know, independence is a key point of 
element 2 of ISQC1, and non-adherence to this 
requirement inevitably caused the failure of 
the firm. However, some good has come out of 
the Enron case as government regulators and 
standard setting bodies globally rushed out 
legislation and standards to mend fences and 
fault lines that had appeared in the audit and 
assurance profession.

raisinG standards

Indeed, there were hard lessons to be 
learnt from Enron previously and now Deloitte 
Brazil. Post-Enron in Malaysia, government 
regulators and the relevant authorities went to 
work with a heightened urgency to raise the 
standard of corporate governance at all levels 
of industry and commerce. Undoubtedly, the 
collapse of Enron was just too big a lesson to 
be ignored by professionals and the capital 
markets alike in Malaysia. 

In Malaysia, the Institute had implemented 

audit failures 
are usually 
linked to 
auditors Who 
do not adhere 
stronGly to the 
elements of 
isqC1. to ProteCt 
themselves, 
auditors should 
avoid beinG 
influenCed by 
oPinions of 
reCalCitrant 
PraCtitioners 
Who oPPose the 
imPlementation 
of isqC1 for their 
oWn reasons.
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its Practice Review Programme (PRP) 
in 2002, a year after the Enron case. 
Its timing may appear coincidental but 
its significance was not to be missed.  
After more than a decade of running 
the PRP in Malaysia, the Institute 
has been continuously raising and 
upgrading the PR framework to meet 
the demands and developments in 
the global PR environment. Effective 
1 July 2017, a new PR framework 
will be implemented to review audit 
firms under the risk-based approach 
and it incorporates forward-looking 
features to help audit firms meet any 
challenges that may be faced by them 
in improving audit quality.

Some of the root causes of audit 
failures identified by the Institute 
underlying the practice review 
findings are listed below:

main root Causes 
of audit failures

  Audit EngAgEmEnt issuEs.
a. Auditors don’t understand audit 

and accounting standards, leading 
to misinterpretation of standards 

and inappropriate application of 
audit procedures in testing audit 
assertions. 

b.  Auditors fail to exercise professional 
scepticism during the course of 
audit. For example, the auditor may 
not have exercised due care and 
skill in following up with unusual 
transactions recorded in the books of 
the company or may have accepted 
management’s explanations without 
further corroboration of audit 
evidence. As a result of the auditor’s 
lack of competence and skill, 
fraudulent acts perpetrated by the 
client may not be detected. 

  LEAdErship issuEs
a. Partners are not actively involved 

in the audit. This is a common 
weakness which could result in 
failure to identify crucial audit issues 

and therefore the objective of 
reducing significant audit risk in the 
engagement may not be met. 

b. Weaknesses in assignment of audit 
responsibilities may result in an 
ineffective and inefficient audit. 
Inexperienced audit staff may be 
assigned to take charge of more 
complex audits. The mismatching of 
skill sets to the audit may result in a 
low-quality audit.

  AccEptAncE of EngAgEmEnts 
And indEpEndEncE

The lack of auditor independence 
when accepting an engagement 
and carrying out the audit will most 
certainly result in a dysfunctional audit, 
as the integrity and credibility of the 
audited financial statements would be 
compromised. This unethical professional 
misbehaviour or misconduct of the 
auditor may lead to serious implications 
on the wellbeing of the auditor. 

  humAn rEsourcE issuE 
The lack of appropriate human 

resources in the firm may affect the 
auditor’s service capability and result in 
the auditor cutting corners in performing 
proper audit procedures. Some firms in 
such situations may outsource their audit 
work to unlicensed accounting firms or 
business management companies to 
perform audit work and rely totally on 
the work produced by them, without 
further independent review of the 
working papers and thereafter signing 
the audit report without further enquiry 
or due care and diligence. n

To conclude, understanding the root causes of audit failures may not totally 
be the solution to the problem but at least it would reduce significantly the risk of 
failure of audit firms.   

This article is the view of the Practice Review Department and the Institute. For 
more information and guidance, please contact practicereview@mia.org.my.
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What to Watch out for When 
implementing ifrS 9 financial 
inStrumentS: recognition and 
meaSurement.

CreDit 
loss

how to ACCoUnt
For expeCteD

It might not be the mother of all 
accounting standards, but it ranks 
right up there with reforms which 
will radically change the accounting 
landscape. IFRS 9 or MFRS 9 replaces 
IAS 39 or MFRS 139 and will take effect 
on 1 January 2018. 

differenCes 
betWeen mfrs 139 
and mfrs 9

The previous MFRS 139 was 
prescriptive with four categories of 
classification for financial assets and 
two categories of classification for 
financial liabilities. MFRS 9 provides 
two measurement bases: fair value and 
amortised cost, but requires you to 
apply one classification approach for 
all types for financial assets, explained 

in subsidiaries, joint ventures and 
associates which are accounted for 
under different standards), convertible 
debt instruments, and principal-
protected deposits whereby holders 
may lose all interest payments. The last 
two are unlikely to pass the SPPI test, 
he said.   

Azlina Nordin Torji, General 
Manager, Financial Controls and 
Accounts at Telekom Malaysia 
remarked that “the disappearance 
of AFS (Available-for-sale) is quite 
significant because it has an impact 
on financial statements.” AFS was one 
of four classification categories under 
MFRS 139.

“AFS is the default classification for 
financial instruments that do not meet 
other criteria. The good thing about 
AFS is that it holds instruments that 

Rasmimi Ramli, Head of Financial 
Reporting and Assurance, MIA. 

With MFRS 9, preparers must 
assess one, business model and two, 
the contractual cash flow characteristics 
of the financial asset. “Is the business 
model hold to collect contractual cash 
flows or hold to collect contractual cash 
flows and for sale or another business 
model? Does the contractual cash 
flow pass the SPPI (solely payment of 
principal and interest) test? You will 
end up with different classifications 
and measurements depending on the 
business model, the SPPI criterion and 
also the fair value option,” she cautioned. 

Chong Chen Kian, Audit Partner, 
KPMG Malaysia warned preparers 
from non-financial institutions to watch 
out for impacts in three areas: unquoted 
investments (except for investments 
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HOW TO ACCOuNT FOR ExpECTED CREDIT LOss

preparers’ perspective, you have to be very 
clear on the impact and go back to why 
we invest and hold these kinds of financial 
instruments,” advised Azlina.  

neW exPeCted loss 
model

Doubling the complexity, MFRS 
9 introduces a totally new impairment 
model, the expected loss model versus 
the previous incurred loss model under 
MFRS 139. Under 139, the loss event 
must happen first before impairment is 
recognised, whereas MFRS 9 doesn’t wait 
for a trigger or loss event.

Another critical area is assessing credit 
risk impairment, especially determining 
significant increases in credit risk. IFRS 
9 requires preparers to compare the 
credit risk of the financial asset at initial 
recognition and the reporting date. There 
are three stages or buckets to credit risk 
impairment: Stage 1 where the credit 
risk has not increased significantly, Stage 
2 where the credit risk has increased 
significantly and Stage 3 where the financial 
asset is credit impaired. Stage 1 requires 
provisions for expected credit losses over 
the next 12 months, whereas Stage 2 and 
3 require provisions for expected credit 
losses over the lifetime of credit risk 
exposure. 

assessinG siGnifiCant 
inCreases in Credit 
risk

Chong pointed out that MFRS 9 does 
not define significant increase in credit 
risk, but provides examples, in line with 
the principle-based approach. Going 
forward, companies should establish 
structured and formalised policies for 
managing credit assessment. Chong 
also urged companies to implement 
documentation protocols to capture the 

Come mfrs 
9, you no 
lonGer have 
this oPtion. 
it’s either 
amortised Cost 
or fvtPl (fair 
value to Profit 
& loss) based on 
the business 
model, With 
the exCePtion 
that if you 
make a PoliCy 
deCision very 
early on, you 
Could fair 
value to other 
ComPrehensive 
inCome (fvoCi).

Azlina Nordin Torji
General Manager
Financial Controls and Accounts 
at Telekom Malaysia

must be fair valued but not held for trading 
purposes.” For example, investments in 
quoted fixed income instruments not held 
for trading purposes but to maintain a 
certain level of liquidity were parked under 
AFS under MFRS 139. 

“Come MFRS 9, you no longer have 
this option. It’s either amortised cost or 
FVTPL (fair value to profit & loss) based 
on the business model, with the exception 
that if you make a policy decision very 
early on, you could fair value to other 
comprehensive income (FVOCI).” But the 
downside of FVOCI is that any gains on 
disposal can’t be recycled to the P&L. 
Historically entities would have made 
significant gains when disposing of these 
long-term investments.

“That would be a tiebreaker decision. 
Decide if you want to FVTPL and take 
on the fluctuations or FVOCI… From the 
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mfrs 9 does not define siGnifiCant inCrease in 
Credit risk, but Provides examPles, in line With the 
PrinCiPle-based aPProaCh. GoinG forWard, ComPanies 
should establish struCtured and formalised 
PoliCies for manaGinG Credit assessment. 

Chong Chen Kian, Audit Partner, KPMG Malaysia

help manage credit risks. In building 
customer credit profiles, it’s imperative 
that finance understands how different 
kinds of products offered affect 
collection behaviour. Equally crucial 
is to work with the credit management 
team and to put credit policies in place 
to be able to implement the changes 
required by MFRS 9. 

Changes in MFRS 9 won’t affect 
accountants only, but other departments 
and divisions as well. “Businesses will 
have to look at how they set the KPIs 
of sales, because sales will flow to 
impairment if the business can’t collect 
the cash,” warned Rasmimi.

Rasmimi, Chong and Azlina 
were sharing their insights at the 
MIA International Accountants 
Conference 2016 concurrent panel 
session on accounting standards and 
implementation issues.

subjective judgemental process.
He advised that companies may 

apply “relative comparison” in assessing 
significant increase in credit risk. Assess 
the credit risk of the customer when the 
debt was first originated or recorded, 
and then again at year end. “How has 
the credit risk of this customer changed 
in comparison to when the company 
first recorded the trade receivable?”    

He also noted that the standard 
includes a “provision matrix” similar to 
an “age bucket” for assessing doubtful 
debt. “This can be used but it’s not easy 
to exercise because you have to study 
and estimate the default rate for each 
bucket.”

trade reCeivables

Trade receivables came under 
a lot of scrutiny as MFRS 9 will 
significantly impact these for non-
financial institutions. MFRS 9 allows a 
“simplified approach” for determining 
credit risk for trade receivables, which 
exempts preparers from the “general 
approach” or the three-stage/three-
bucket approach. “The simplified 
approach is still better than the three-
bucket approach,” quipped Azlina. “But 
preparers with trade debtors must still 
go through the whole mile of assessing 
and profiling the customer.”

The first step, said Azlina, is to 
assess if impairment should be done on 
an individual basis or a collective basis. 

Individual assessment is appropriate 
for businesses which are mainly B2B 
(business-to-business) and have just 
a handful of contracts, and collective 
assessment works for B2C (business-to-
consumer) businesses.

In a collective assessment scenario 
such as the telco B2C business, 
companies can no longer afford to look 
at assessment manually. “The change in 
standard means a review and a change 
in the systems. You’ve got to assess your 
system requirements.”

It’s critical to understand and profile 
the customer from the very start. 
“Now, we cannot afford to wait until the 
loss event happens. We’ve got to know 
what affects their payment behaviour 
and the general elements that affect 
recoverability.” In B2C, Azlina advises 
grouping customers into clusters that 
reflect similar payment behaviour to 
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leAse reporting has never been 
simple and it might become more 
complicated with the upcoming 
implementation of MFRS 16, a new 
standard issued in April 2016 and 
effective on 1 January 2019.

The International Accounting 
Standards Board (IASB) overhauled 
the leasing standard to better 
capture the risks of off-balance sheet 
leases and improve governance 
and transparency. Earlier, the IASB 
discovered that over 14,000 listed 
companies disclosed information on 
off-balance sheet leases valued at over 
USD3 trillion under their notes on 
operating lease commitments. Drilling 
down, the IASB analysed over 1,000 
PLCs and found that they did not 
account for more than 85% of their 
lease commitments, meaning that over 
85% of leases and their attendant risks 
don’t appear on balance sheets. “It’s 
difficult for investors and stakeholders 
to see an accurate picture of company 
lease assets and liabilities... and to 
estimate the amount of off-balance 
sheet obligations,” said Rasmimi 
Ramli, Head of Financial Reporting 
and Assurance, MIA.   

the basiCs

MFRS 16 will change lease 
reporting from a dual risk and reward 
model to a single right-of-use model. 

“The general rule of MFRS 16 is 
to recognise all leases on the balance 
sheet,” said Rasmimi. Exceptions to 
the rule: preparers have the option not 
to recognise short-term leases of less 
than 12 months and leases of low-value 
assets, for example, office furniture 
and telecommunications equipment.

From the lessee’s point of view, 
“the challenge of MFRS 16 is assessing 
whether a contract or part of a contract 
contains a lease,” she explained. 

The standard provides the thought 
process for determining a lease: 
identify the asset, and determine if the 
lessee obtains the economic benefits 
of the asset and has the right to direct 
the use of the asset. If the lessee 
meets these requirements, then the 
contract is classified as a lease or 
contains a lease. 

Rasmimi noted that MFRS 16 will 
have impacts on the lessee’s profit-
and-loss and balance sheets. Lease 
liabilities would increase along with 
rights-of-use assets. There would also 

be front-loaded total lease 
expenses in the P&L due to 

depreciation and higher interest in the 
earlier years.

Meanwhile, lessor reporting 
remains similar but with some 
additional requirements. Lessors must 
disclose the nature of their leasing 
activities and how they manage the 
risks retained through their rights in 
the underlying leased asset. The key 
question to ask pertains to sale and 
leaseback: Does the asset transfer 
satisfy the requirements of MFRS 
15 Revenue from Contracts with 
Customers to be accounted for as a 
sale? 

In the transition period, preparers 
have two options for application: one, 
apply the standard retrospectively to 
all accounting periods, or two, do a 
cumulative catch-up. There is no need 
to restate but the cumulative effect 
must be recorded as an adjustment to 
the opening balance as of the date of 
initial application. 

turning over a
New lease
The 101 on revamped lease accounting.
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revamPinG 
WorkfloWs and 
ProCesses

Going forward, accountants 
will have to get involved as early as 
possible in the contract and leasing 
processes in order to identify leases. 
Lease asset identification is the crux 
of the standard. It is highly likely 

that workflows and processes must 
be amended to accommodate MFRS 
16 and MFRS 15, which may go hand-
in-hand.

Chong noted that accountants 
typically don’t see or read a contract 
until the payment invoice crosses their 
desk. This must change. From the 
get-go, accountants must know how 
the contract is being structured and 

drafted because “that may result in 
whether there is an identified asset… 
If there is no identified asset, there is 
no lease contract.”

It might look like a lease, and it 
might behave like a lease, but that 
doesn’t mean it’s a lease. The question 
to ask is: “Is the contract specific to 
a particular asset?” said Azlina. For 
example, asset related contracts with 

tiPs for mfrs 9 finanCial 
instruments and mfrs 16 leases

start early
These are complex standards, 

and Chong Chen Kian, audit partner, 
KpmG malaysia and azlina Nordin Torji, 
General manager, Financial Controls 
and accounts at Telekom malaysia 
urged preparers to get started early. 
“One reason that the standard (mFrS 
9) is given such a long lead time 
is because you need to establish 
historical defaults (for assessing 
expected credit losses) and if you have 
a large volume of trade receivables to 
manage,” explained Chong.

Don’t stagger imPlementation
assess the impacts and 

implementations of these standards 
holistically. “These are big impact 
standards, which will potentially 
have a big impact on accounting 
and IT systems. You do not want to 
spend money and time upgrading 
mFrS 15 revenue from Contracts 
with Customers and mFrS 9 for 2018 
only to discover one year later that 
you need upgrades for mFrS 16,” said 
Chong. 

make frienDs with it
“Your IT partner is your best buddy,” 

said azlina. IT support whether internal or 
external is crucial to making the required 
system changes.

be the DriVer, but get eVeryone 
on boarD

“This is an accounting trigger change, 
so accountants need to be in the driver’s 
seat,” urged Chong. Nevertheless, this 
accounting event will have major 
systemic impacts, on systems, work 
processes, business management, KpIs 
and stakeholder expectations. as such, 
accountants must get everybody aware 
and invested to drive the change.

Chong and azlina were sharing 
their insights at the mIa International 
accountants Conference 2016 concurrent 
panel session on accounting standards 
and implementation issues.

how can you successfully implement MfRS 9 financial instruments and 
MfRS 16 leases? ifRS 9 or MfRS 9 replaces iAS 39 or MfRS 139 and will take 
effect on 1 January 2018. MfRS 16 is a new standard issued in April 2016 and 
effective on 1 January 2019.
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bye-bye oPeratinG 
leases

Where previously leases were 
classified as operating leases or financial 
leases under MFRS 117, this no longer 
applies for lessees.

“One of the biggest impacts of 
MFRS 16 is that it takes away operating 
leases,” said Chong. “Going forward, 
there is either a lease, or no lease.”

The accounting will be similar 
to accounting for finance leases. 
Recognise a lease liability, and the 
double entry will be the amortisation 
of the right-to-use over the period of 
the lease. 

The challenge lies in volume, 
because companies typically have 
voluminous leases. Chong gave the 
example of a group of manufacturing 
companies with hundreds of leases for 
all its property, plant and equipment. 
Companies will have to inventorise 
their leases, keep track of liabilities 
and right-to-use amortisation, and 
monitor any modifications down the 
road. 

For Azlina, the key challenge of 
MFRS 16 will be to calculate the front-
loaded impact, or the interest. “The 
minute you have it on the balance 
sheet, the present value of the future 
lease payments have  to be calculated. 
You’re possibly talking about breaking 
down a complex contract to identify 
the future lease payment portion 
for calculation and then unwinding 
the present value and interest of a 
voluminous number of contracts.”

Rasmimi, Chong and Azlina 
were sharing their insights at the 
MIA International Accounatnts 
Conference 2016 concurrent panel 
session on accounting standards and 
implementation issues. n

service level agreements and service level 
guarantees appear to contain leases but 
may not fall under the scope of MFRS 16. 
Although the contract looks like it has 
a specific asset associated with it, in the 
event that something goes wrong, back-
up assets are provided to ensure that the 
customer receives the guaranteed level of 
service. 

“The key with MFRS 16 is to 
understand your business and couple that 
with understanding the principle of the 
standard,” she said. In practice, businesses 
would have to conduct very detailed 
assessments on a contract-to-contract basis. 

It’s also important that non-accountants 
and non-finance staff understand the 
standard’s requirements in order to 
address any implementation gaps. 
Preparations should be made very early 
and finance must engage closely with the 
different stakeholders to educate them on 
implementation. “At the end of the day, it 
is the people at the business who will apply 
the standard and sign the deal with your 
customers. They will then need to come 
back to you to conclude whether MFRS 15 
or 16 apply to that contract or not,” she said. 

At the end of the day, 
it is the people at the 
business who will 
apply the standard 
and sign the deal 
with your customers. 
They will then 
need to come back 
to you to conclude 
whether MFRS 15 
or 16 apply to that 
contract or not.
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In this article, we analyse the accounting treatment for 
inventories under the Malaysian Public Sector Accounting 
Standard (MPSAS) 12, Malaysian Financial Reporting 
Standard (MFRS) 102 and Section 13 of the Malaysian Private 
Entities Reporting Standard (MPERS).

This analysis focuses on the significant requirements in 
MPSAS that are similar and different from the requirements 
in MFRS and MPERS in relation to (i) recognition, (ii) 
measurement; (iii) disclosures; and (iv) first-time adoption. 
This comparison does not discuss the requirements in MFRS 
or MPERS that are not available in MPSAS.

Definition

Inventories are assets:
i. Held for sale in the ordinary course of business 
 (or operations);
ii. In the process of production for such sale 
 (or distribution); or
iii. In the form of materials or supplies to be consumed in 

the production process or in the rendering of services.
There is no specific discussion on the recognition criteria 

for inventories in all three frameworks.

mPsas, mfrs and 
mPers: inventories

This is the second in a series of articles comparing the three 
financial frameworks in Malaysia: MPSAS, MFRS and MPERS.

Comparison between

MeasureMent

PERS MFRS MPERS MPSAS

Initial 
measurement

Inventories should be measured 
at the lower of cost and net 
realisable value.

Inventories should be measured 
at the lower of cost and net 
realisable value.
 

•	 Measured	at	its	fair	value	as	at	the	date	of	
acquisition for non-exchange transaction.

•	 Measured	at	lower	of	cost	and	current	
replacement cost when they are held for:
i. Distribution at no charge or for a nominal 

charge; or
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PERS MFRS MPERS MPSAS

ii. Consumption in the production process of 
goods to be distributed at no charge or for a 
nominal charge.

•	 Measured	at	the	lower	of	cost	and	net	
realisable value for exchange transaction.

Subsequent 
measurement

The cost of inventories of 
items that are not ordinarily 
interchangeable and goods 
or services produced and 
segregated for specific projects 
should be assigned by using 
specific identification of their 
individual costs.

The cost of inventories of items that are not ordinarily interchangeable and goods or 
services produced and segregated for specific projects should be assigned by using 
specific identification of their individual costs.

Benchmark Treatment
The cost of inventories, other 
than those dealt with as above, 
should be assigned by using 
the first-in, first-out (FIFO) 
or weighted average cost 
formulas.

The cost of inventories, other than those dealt with as above, shall be assigned by 
using the first-in, first-out (FIFO) or weighted average cost formulas. An entity shall use 
the same cost formula for all inventories having a similar nature and use to the entity. 
For inventories with a different nature or use, different cost formulas may be justified.
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COMpARIsON BETWEEN MpsAs, MFRs AND MpERs: INVENTORIEs 

MPSAS MFRS MPERS

i. Where a first-time adopter has not recognised 
inventories under its previous basis of 
accounting, it is not required to recognise and/
or measure the inventories for reporting periods 
beginning on a date within three years following 
the	date	of	adoption	of	MPSASs;	and

i. A first-time adopter may elect to measure the 
inventories at their fair value when reliable cost 
information about the assets and liabilities is not 
available, and use that fair value as the deemed 
cost.

No first time adoption exemption is 
available.

No first time adoption exemption is available.

Disclosure
MPSAS 12, MFRS 102 and Section 13 of MPERS have some similar requirements in relation to disclosure. Both MPSAS 
12 and MFRS 102 have some additional requirements on disclosure compared to Section 13 of MPERS.

first-tiMe aDoption
General requirements in relation to first-time adoption in relation to inventories are as follows:

PERS MFRS MPERS MPSAS

Alternative Treatment
The cost of inventories, other 
than those dealt with as above 
should be assigned by using the 
last-in, first-out (LIFO) formula.

The last-in, first-out (LIFO) method is not permitted.

DeciSioNS of the DiSciPliNARy coMMittee of the MAlAySiAN iNStitUte of 
AccoUNtANtS (iNStitUte) AgAiNSt MeMbeRS PURSUANt to RUle 18(1) of the 

MAlAySiAN iNStitUte of AccoUNtANtS (DiSciPliNARy) RUleS 2002

MiA Notice

Wong Ming Shyan (17579) as the sole proprietor of S p Tan & Sundar 
(the Firm) had been reprimanded, ordered to pay costs of rm2,000.00 
and ordered to attend a course on audit Quality Enhancement 
programme by the Disciplinary Committee of the Institute on 18 
November 2016 after the Firm has been rated as ‘unsatisfactory’ as 
indicated in the Follow-up review report dated 10 June 2015 which 
detailed the weaknesses in the audit work performed.

Abdul Rahman bin Ali (5857) as the sole proprietor of the firm a 
rahman & associates (the Firm) had been punished and imposed 
a fine of rm1,500.00 and costs of rm2,000.00 by the Disciplinary 
Committee of the Institute on 18 November 2016 for failing 
to return the completed practice review Questionnaire to the 
Institute pursuant to the Institute’s By-Laws despite several written 
reminders to do so.

The three frameworks are similar in relation to recognition of inventories as an expense.
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Learning from
failure

by anis Ramli

on to become one of the world’s best 
known authors. In Italy, the design 
firm Alessi proudly displays designs 
that do not work in a “museum of 
failed designs”. 

The global Virgin brand is 
synonymous with success in many 
diverse fields, whether music or 
airlines or space. Nevertheless, 
Virgin’s billionaire entrepreneur 
extraordinaire Richard Branson 
logged as many as 15 business 

failures which he treated as 
essential learning experiences. 
“Even when a venture has 
failed, we try to look for 
opportunities, to see whether 
we can capitalise on another 
gap in the market,” he said.

Thankfully, companies 
are beginning to understand 
the necessity of failure. 

There is a nascent and inchoate 
culture of encouraging experiments 
and incubating failure to stimulate 
innovation and encourage quick 
learning. Grey New York, an 
advertising agency, gives out 
quarterly awards to an employee 
who dares take risks and fails. 
Similarly, Tata offers an annual Dare 
To Try Award that acknowledges 

IF at first you don’t succeed 
… It turns out that the age-
old adage about trying and 
trying again and not giving up 
might hold water especially 
in business and innovation. 
Failures have become part and 
parcel of management lore.

Undoubtedly, failure is 
hard to accept because failure is 
emotionally unpleasant and can 
affect our self-esteem. But many 
of today’s success stories are a 
result of famous failures – and 
perseverance. Colonel Sanders got 
his start at 65 with Kentucky Fried 
Chicken after being turned down 
1,009 times. John Grisham was 
rejected 28 times before he went 

Turning 
“oops” 
inTo “aha” 
momenTs.

Mar / apr 2017 |  accountants today      61     



managers who took the biggest risk. At 
Amazon, managers employ the rule of an 
“institutional yes” and anyone who wants 
to say “no” to an idea is required to write 
a two-page thesis explaining why the idea 
won’t work.

But baking the culture of failure 
into corporations does not mean that 
any mistake should be celebrated. It’s 
necessary to put limits on failure and to 
recognise when an idea is 
beyond salvation to prevent 
throwing good money after 
bad. Rather, the idea is to 
encourage “well-intentioned 
mistakes”. 

Why it’s 
imPortant to 
embraCe failure

In a Forbes op-ed piece, writer Jacob 
Morgan said when companies reward 
failures, it encourages innovation. What 
happens in typical corporate culture is 
the stifling or stymieing of innovation, 
because KPIs and rewards are linked to 
being right and producing results above 
expectations. When employees expect 
to be penalised for putting forth “wrong” 
ideas or punished for failing, this creates 
an ideas/innovation deficit, especially if it 
happens for a prolonged period. 

Second, accepting that failures will 
happen improves engagement. In his 
book Fueled by Failure, entrepreneur and 
philanthropist Jeremy Bloom suggests 
starting simple to inculcate a culture 
of taking informed risks. Employers 
can empower their staff by giving them 
freedom to take on and manage tasks, 
find solutions and execute them. This 
allows them to feel more connected to 
and understand the company’s culture.

Third, failures as long as they are 
well-intentioned and not malicious 
provide valuable learning opportunities. 

LEARNING FROM FAILuRE

So the question should be: how can 
companies institutionalise a corporate 
culture of failure to help talent think, 
adapt and innovate better? 

Create the riGht 
Conditions for 
failure to flourish

Inculcating a culture of 
welcoming failure might be easier 

in a tech or start-up environment 
a’la California’s Silicon Valley 
where experimentation is baked 
into the DNA. And failure would 
definitely be more palatable if a 
company had ample resources 
and a budget for innovation, 
meaning it can afford to fail. 

Perhaps among the reasons why 
the US leads in innovation are a 

willingness to break new ground and 
its leading companies’ deep pockets and 
hefty innovation spending which build 
in a margin for failure. 

It’s otherwise in much of Asia, 
where children are taught from young 
to aim for perfection and straight As 
and this mentality persists into the 
workplace. Could it be that generally, 
Asians lag in innovation because we’ve 
never been taught to fail, and companies 
are too rigid to accommodate failure? 

It’s worth thinking about. In this 
age of extreme competitiveness, 
corporations should look inward to see 
if they perpetuate the ‘blame and shame’ 
culture that will inadvertently paralyse 
thinkers and potential Einsteins. By 
encouraging a “speak up” culture in the 
workplace and creating a supportive 
space for experimentation which 
tolerates productive failure, companies 
can empower talent to generate and 
refine better products and services, 
support innovations and pave the way to 
improved performance. n

Employers can 
empower their 
staff by giving 
them freedom 
to take on and 
manage tasks, 
find solutions 
and execute 
them. This 
allows them 
to feel more 
connected to 
and understand 
the company’s 
culture.
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