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

editor’s note

LETTERS TO THE EDITOR ///// 

1 January 2010 is barely two 
months away as of the time of 
writing – bringing with it the 

deadline for compliance with FRS 139 
Financial Instruments: Recognition and 
Measurement.

Given the urgency of the deadline, 
affected companies and their staff 
have been intensifying their efforts 
to understand the issues and 
implementation of the notoriously 
complex fair value standard. Who better 
to offer a perspective on FRS 139 and 
eventual full IFRS convergence than 
MASB Chairman Mohammad Faiz 
Azmi? Accountants Today reports on 
Faiz’s comments along with the insights 
of other commentators at the plenary 
session on FRS 139 at the National 
Accountants Conference 2009.

We also report on key highlights of a 
CPD session on FRS 139 conducted for 
MIA members. Our members working 
in PLCs might also find the summary 
of common financial reporting mistakes 

by the Financial Statements Review 
Committee equally useful in order to 
improve financial disclosure.  

Marketing is a key function to growing 
sales. Unfortunately, the marketing 
function can occasionally go overboard 
if spending is not optimised and this 
is where accountants and the finance 
function come in – to ensure that 
creativity translates to the bottom line.

Finally, the holidays are right around 
the corner. If you’re wondering where 
to go to recharge your batteries, why 
not explore some of Bangkok’s hidden 
charms? While you’re there, you can pick 
up some clothing essentials to refresh 
and replenish your wardrobe. Check 
out our guide on business clothing and 
accessories to see how you can add 
instant pizzazz to your look with some 
judicious additions.

Happy reading! 

EDITOR

Catching up 
with Convergence

Given the urgency 

of the deadline, 

affected companies 

and their staff have 

been intensifying their 

efforts to understand 

the issues and 

implementation of the 

notoriously complex 

fair value standard. 
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Malaysia will not defer the imple-
mentation of FRS 139 Financial 
Instruments: Recognition and 
Measurement beyond the 

original deadline of January 1, 2010.
“We see no compelling reason to defer 

FRS 139,” stated Mohammad Faiz Azmi, 
Chairman, Malaysian Accounting Standards 
Board (MASB) during a 
plenar y session enti-
tled IFRS Transition 
2010 – 2012   – Reporting 
on Corporate Ear nings 
a t  the  National 
Accountants Conference 
2009 organised by MIA.

Instead, there is 
significant pressure to 
adopt FRS 139 because 
Malaysia is not consid-
ered substantially IFRS-compliant with-
out it. In addition, the standard had been 
deferred once already and putting it off 
again might paint Malaysia in a negative 
light. 

On another note, convergence will 
not be affected if Malaysia declines to 

adopt IFRS for SMEs (small and medium 
enterprises). Currently, SMEs comply 
with MASB’s PERS or Private Enterprise 
Reporting Standards. Since IFRS for 
SMEs are substantially fair-value based, 
these standards might not suit the local 
market consisting of approximately 
800,000 small companies. “But the jury’s 

still out (on adoption 
of IFRS for SMEs),” 
said Faiz.  

Recently, there 
has been an argu-
ment to defer local 
adoption of FRS 139 
until the International 
Accounting Standards 
Board (IASB) com-
pletes its reform of 
the equivalent IAS 39 

standard to make it less complicated and 
more palatable for preparers and users 
of financial reports. The IASB will or has 
released exposure drafts for the revised 
standard in three phases: classification 
and measurement in July 2009, impair-
ment methodology in October 2009 and 

Nazatul Izma

THE DEADLINE FOR FRS 139  COMPLIANCE 

IS LOOMING UP ON 1 JANUARY 2010. 

IS MALAYSIA READY?

CONVERGENCE

on track

cover story

“We see no 
 compelling 

 reason to defer 
FRS 139.”

MOHAMMAD FAIZ AZMI, 

CHAIRMAN, MALAYSIAN 

ACCOUNTING STANDARDS BOARD
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hedge accounting at end-2009. 
Despite its aim to simplify, the revi-

sions still dissatisfy. Asked whether 
Malaysia would adopt the existing fair 
value standard or the simplified one, 
Faiz pointed out that the classification 
of instruments now is limited to two 
categories – loan or fair value, which 
removes the “safe harbour of available-
for-sale financial assets. Do we really want 
to adopt this?” 

Elsewhere, “moving from the recogni-
tion of current losses to making provisions 
for expected losses is very controversial,” 
he added. Taking the financial sector as 
an example, banks would have to meas-
ure historic loss to calculate expected 
losses. “Not all banks in Malaysia have 
the data and the tools to calculate expect-
ed losses, even putting aside implementa-
tion issues.”  According to Faiz, financial 
institutions especially big banks are fight-
ing the new version of IAS 39 because it 
forces them to overcapitalise and build in 
large reserves.

“Simplification doesn’t mean it’s better 
for you, so be careful what you wish for.”  

GETTING READY

Since there will be no deferral, PLCs have 
around eighty working days (as of 13 
October 2009) to get further up to speed 
with FRS 139. “The urgency is strikingly 
clear in many organisations,” noted Dr. 
Nordin Mohd Zain, Executive Director, 
Deloitte Malaysia and former Executive 
Director of the MASB. 

Levels of preparedness vary accord-
ing to sector and company. “The diversity 
remains quite wide and there still needs 
to be stronger efforts for compliance on 
the part of companies and regulators,” 
said Dr. Nordin. The banking sector is 
about 90% ready since it is institutionally-
driven and regulatory-driven and Bank 
Negara Malaysia has played an effective 
role in driving compliance with FRS 139. 
Other companies demonstrate a different 
level of awareness and readiness, which 
can be gauged by one, the appreciation 
of the issues at board level and two, the 
actual implementation of FRS 139.   

CONVERGENCE ON TRACK
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CONVERGENCE ON TRACK

There are certain hallmarks of suc-
cessful implementation. “Importantly, 
FRS 139 awareness must transcend the 
finance and accounting department and 
spread across the board. Equally critical, 
the drive for compliance must be from the 
top down, not entrusted to chief financial 
officers alone,” advised 
Dr. Nordin. 

At Genting Berhad, 
the board spearhead-
ed the organisation 
towards IFRS com-
pliance to pre-empt 
surprises once the 
deadline for enforce-
ment rolls around. The 
group also carried out 
a long-standing educa-
tion process, engaging 
auditors and external lecturers to explain 
the standard and to conduct training ses-
sions and workshops to explain issues 
like impairment of assets. According 
to Chong Kin Leong, Executive Vice-
President Finance, Genting Berhad, 

accounting staff had to relearn how to 
practise accounting, especially how to 
exercise judgement and come to con-
clusions. Legal staff learnt new skills 
like how to identify embedded deriva-
tives in legal agreements and to high-
light potential issues for discussion and 

action. Board members 
learnt how to interpret 
accounting results in 
an IFRS-compliant envi-
ronment. 

Under the FRS 139 
regime, companies need 
to anticipate earnings 
volatility. “We (Genting) 
experienced a lot of vol-
atility in results where 
they used to be predict-
able,” said Chong. One 

reason is because Genting chose to use 
financial instruments such as convertible 
bonds to raise funds for its Singapore 
project. Under fair value treatment, the 
value of the equity option attached to 
these bonds can fluctuate “in extreme 

swings, which it did especially during last 
year’s financial crisis.” Equally challeng-
ing was explaining earnings volatility to 
investors and analysts.

On the upside, FRS 139 improves risk 
management. “We learn to anticipate and 
prepare for issues before they happen,” 
said Chong. One key practice at Genting 
is to subject quarterly announcements 
to reviews by auditors. This process 
unearths issues earlier so “we don’t get 
caught by surprise.” 

It also helps to carry out stress tests 
or “parallel runs, where you compare 
numbers before and after applying FRS 
139,” added Faiz. This is a practice in the 
banking sector, which does parallel runs 
to determine how to recalibrate their 
processes and systems to mitigate asset 
impairment and NPL (non-performing 
loan) risks. Stress tests also help com-
panies figure out their numbers to man-
age investor and analyst expectations, 
so these stakeholders don’t overreact 
when they see the first set of numbers, 
explained Faiz.     

“The urgency 
is strikingly 

clear in many 
 organisations.”

DR. NORDIN MOHD ZAIN, 

EXECUTIVE DIRECTOR, 

DELOITTE MALAYSIA

(L - R) Chong, Dr. Nordin, Mohammad Faiz and Nik Hasyudeen during the session
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CHANGING TACTICS

Once FRS 139 is in place, PLCs will need to 
prepare for convergence with the full suite 
of FRSs by 1 January 2012. Unlike Korea, 
which adopted a Big 
Bang approach towards 
convergence, Malaysia 
opted for the phased 
approach “because we 
have always been IFRS-
based. The caveat is we 
left all the difficult ones 
to the end,” quipped Faiz.

One of these trouble-
some standards is IAS 41 
Agriculture, which pre-
sumes that fair value can be measured for 
biological assets. IAS 41 will definitely affect 
Malaysia given its huge plantation sector, 
but Malaysia’s tiny size alone doesn’t carry 
much weight within the IASB community, 
making it difficult to vocalise concerns. To 
gain extra clout and “influence beyond its 

weight”, MASB enlisted Australia and New 
Zealand, which were equally upset with 
IAS 41. “After all, how do you place a fair 
value on sheep and land? We talked to New 
Zealand and Australia and got them to put 

up a discussion paper 
about flaws in IAS 41. 
Now, IASB understands 
that a palm oil tree is a 
fixed asset, not stock,” 
joked Faiz. “We have to 
be cleverer about how 
we play the game.”

Playing the game 
also includes building in 
powers and the latitude 
for flexibility within the 

convergence framework. “We are work-
ing with enforcers to amend the Financial 
Reporting Act to give us some room to 
change standards if there’s something big 
we disagree with,” noted Faiz. 

MASB is also working to put Malaysia 
and the region on the map for standard-

setting through initiatives such as hosting 
the First Meeting of the Asian-Oceanian 
Standard Setters Group (AOSSG), sched-
uled on 4th & 5th November 2009. The 
AOSSG’s aim is to establish a common 
platform for accounting standard-setters 
in the region to discuss problems and 
share experiences in the convergence 
process, which will enable the region to 
better participate in the development of 
the IFRS and to make contributions to a 
single set of high quality global account-
ing standards. Currently, the AOSSG com-
prises representatives from China, Japan, 
Korea, Malaysia, Singapore, Australia, 
New Zealand, Brunei, Hong Kong SAR, 
Indonesia and Macau SAR. 

In the long run, it looks like Malaysia 
is aiming for a convergence framework 
that can be adapted to fit local condi-
tions, and not necessarily a one-size-fits-
all set of standards that forces countries 
to surrender their sovereignty, as some 
critics say. 

“We learn to 
anticipate and 

prepare for 
issues before 
they happen.”

CHONG KIN LEONG, EXECUTIVE 

VICE-PRESIDENT FINANCE, 

GENTING BERHAD

CONVERGENCE ON TRACK
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Ignorance will be the biggest obstacle 
for accountants grappling with FRS 
139. Therefore, accountants need 
to arm themselves with adequate 

knowledge to be able to deal with FRS 
139. “The complicated nature of FRS 139 
is a major hurdle. But properly applied, it 
can bring a lot of clarity, especially when 
there are inter-company loans, payments 
to directors, loans to staff and other simi-
lar matters,” explained Danny Tan Boon 
Wooi of DTF Consulting, who facilitated 
the session.

FUNDAMENTALS OF 
FINANCIAL INSTRUMENTS

Defining a financial instrument is 
critical to the implementation of this 
standard. Basically, financial instruments 
are contracts that give rise to agree-
ment between two or more parties. These 
instruments have clear economic con-
sequences, and cannot be avoided and 
are enforceable by law. “Contracts take 
many forms and need not be in writing,” 
clarified Tan. “A contract can also be a 
settlement in financial assets, the most 
common or fundamental being cash. A 
financial instrument is any contract that 
gives rise to both a financial asset of one 
entity and a financial liability or equity 
instrument of another entity.”

Besides cash, financial assets include 

equity instruments of another entity, its 
contractual rights, or a contract that may 
or will be settled in the entity’s own equity 
instrument(s). Also explained was the 
definition of financial instruments under 
FRS 132, where the terms “contract” and 
“contractual” also cover income taxes, 
constructive obligations, derivatives and 
non-derivatives.

WHO WILL BE 
AFFECTED BY FRS 139?

There are generally three categories of 
companies that will be affected by FRS 
139. The first group, which is likely to 
feel the least impact, consists of compa-

nies that do not deal with commodities 
and investments. These focus solely on 
core businesses like manufacturing or 
production.

The second group which will feel 
moderate to significant impact consists 
of firms that deal with commodities and 
investments, e.g. plantations, commodity 
traders, and investment holding compa-
nies. The third group which will be most 
significantly impacted by FRS 139 is that 
which comprises financial institutions.

Interestingly, Tan pointed out that 
“Permodalan Nasional Berhad and unit 
trust funds managed by it are not required 
to comply with FRS 139, although they 
can if they want to,” he said.

Defining a financial 
instrument is critical to 
the implementation of this 
standard. Basically, financial 
instruments are contracts 
that give rise to agreement 
between two or more parties. 
These instruments have clear 
economic consequences, and 
cannot be avoided and are 
enforceable by law. 

WITH LESS THAN THREE MONTHS TO GO UNTIL IMPLEMENTATION OF FRS 139 FINANCIAL 

INSTRUMENTS: RECOGNITION & MEASUREMENT SLATED FOR 1 JANUARY 2010, MIA’S 

RECENT CPE SESSION ON THE IMPLEMENTATION OF FAIR VALUE BY DANNY TAN BOON 

WOOI SAW A FULL HOUSE, SAID MAJELLA GOMES, WHO WAS IN ATTENDANCE. 

accounting

Gearing up for
FRS 139



NOVEMBER 2009 |  ACCOUNTANTS  TODAY      11     

GEARING UP FOR FRS 139

Investments in subsidiaries, associ-
ates and jointly-controlled entities should 
appear and be accounted for in separate 
financial statements at cost or in accord-
ance with FRS 139. When investments 
in these entities are held for sale, they 
should be accounted for in accordance 
with FRS 5 Non-current Assets Held for 
Sale and Discontinued Operations.

Associate companies or jointly con-
trolled entities that fall within the scope 
of IAS 39 include venture capital organi-
sations, mutual funds or unit trusts and 
similar entities like investment-linked 
insurance funds. They are also clas-
sified as financial assets at fair value 
through profit or loss, either through 
initial designation or being held-for-trad-

ing. Subsidiaries that are consolidated, 
associates that are equity-accounted and 
joint ventures that are proportionately 
consolidated are not within the scope 
of IAS 39. Potential voting rights (PVR) 
in these cases do not apply to IAS 39, 
unless they give access to economic 
benefits associated with ownership 
interest.
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1 November 2008 can be reclassified 
using fair value retrospectively, whereas 
reclassification of assets made after 1 
November 2008 will be effective only 
from the date the reclassification is 
made.

It is generally agreed that establishing 
fair value is one of the biggest challenges 
where FRS 139 is concerned, even for 
larger organisations. The best evidence of 
fair value is the quoted price in an active 
market. If the market is not active, then 

fair value should be determined by what 
the transaction price would have been on 
the measurement date in an arm’s-length 
exchange, motivated by normal business 
considerations. In fair value measure-
ment consideration, valuation techniques 
generally use recent market transactions 
between knowledgeable, willing parties 
or refer to the current fair value of anoth-
er instrument which is substantially the 
same, together with discounted cash flow 
analysis and option pricing models.

RECOGNITION AND 
 DERECOGNITION OF 

 FINANCIAL INSTRUMENTS

“We need to be able to recognise and 
derecognise financial assets and liabili-
ties,” Tan pointed out. “FRS 139 states 
that an entity shall recognise a financial 
asset or financial liability when, and only 
when, the entity becomes a party to 
the contractual provisions of the instru-
ment.”

Derecognition, on the other hand, is 
the removal of a previously-recognised 
financial asset or financial liability from 
an entity’s balance sheet. This can hap-
pen when, and only when the contractual 
rights to the cash flows from the financial 
asset expire, or when the financial asset is 
transferred and the transfer qualifies for 
derecognition.

INITIAL CLASSIFICATION 
AND SUBSEQUENT RECLAS-
SIFICATION OF FINANCIAL 

INSTRUMENTS

Tan explained that there are four 

categories of Financial Instruments 

(FIs):

at fair value through profit or loss

Available-for-sale financial assets are 
non-derivative financial assets that are 
designated as available for sale or are 
not classified as loans or receivables; 
held-to-maturity investments; or finan-
cial assets at fair value through profit 
and loss. Held-to-maturity investments 
are non-derivative financial assets with 
fixed or determinable payments and 
fixed maturity. Loans and receivables 
are non-derivative financial assets with 
fixed or determinable payments that are 
not quoted in an active market. These 
include loan assets, trade receivables, 
investments in debt instruments and 
deposits held in banks.

As for reclassification, financial 
assets reclassified between 1 July and 

Loans and receivables are non-derivative financial assets 
with fixed or determinable payments that are not quoted 

in an active market. These include loan assets, trade 
receivables, investments in debt instruments and deposits 

held in banks.

GEARING UP FOR FRS 139
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“A hedging instrument is a designated derivative or a 
designated non-derivative financial asset or non-derivative 

financial liability whose fair value or cash flows are expected 
to offset changes in the fair value or future cash flows of a 

designated hedged item.”

IMPAIRMENT 
OF FINANCIAL ASSETS

At each reporting period, there needs to 
be an assessment as to whether a finan-
cial asset or group of financial assets is 
impaired. A financial asset or group of 
financial assets is considered impaired if 
there is objective evidence as a result of 
one or more events that occurred after 
the initial recognition of the asset; and 
this has an estimated future impact on 

the financial assets or group of financial 
assets.

DERIVATIVE ACCOUNTING 
AND HEDGE ACCOUNTING

For accounting purposes, derivatives are 
defined as financial instruments or other 
contracts that changes in value, requires 
no initial net investment (or a compara-
tively small net investment), and is settled 
at a future date.

All derivatives start at zero fair value, 
Tan said. “The derivative is recognised 
in the Statement of Financial Position 
(formerly known as the balance sheet), 
but there is no double entry recorded 
for it. Subsequently, if it becomes favour-
able, you debit Derivative Assets and 
credit Profit & Loss. If it is unfavourable, 
Derivative Liability is credited, and P&L 
is debited.”

A hedged item is an asset, liability, 
firm commitment, highly probably fore-
cast transaction or net investment in a 
foreign operation that exposes the entity 
to risk of changes in fair value or future 
cash flows, and is designated as being 
hedged.

“Hedge accounting recognises the 
offset effects on Profit or Loss, of chang-
es in the fair values of the hedging 
instrument or the hedged item,” he said. 
“A hedging instrument is a designated 
derivative or a designated non-derivative 
financial asset or non-derivative financial 
liability whose fair value or cash flows 
are expected to offset changes in the fair 
value or future cash flows of a designated 
hedged item.”

TRANSITIONAL 
PROVISION OF FRS 139 

ON 1 JANUARY 2010

FRS 139 will take effect in Malaysia on 1 
January 2010, and will apply to all annual 
periods beginning on or after this date. If 
it is applied for a period beginning before 
this date, this fact must be stated from 
the outset. However, it cannot be applied 
to annual periods that began before 1 
January 2006.

The Malaysian Accounting 
Standards Board (MASB) has said it will 
not extend the 1 January 2010 deadline 
for local public-listed companies (PLCs) 
to mandatorily adopt the Financial 
Reporting Standards (FRS) 139, 
reported the Business Times, despite 
the International Accounting Standards 
Board’s (IASB) ongoing review of the 
equivalent IAS 39 to reduce complexity 
in understanding and implementing the 
fair value standard. 

GEARING UP FOR FRS 139
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Malaysia’s deadline for 
full convergence with 
International Financial 
Repor ting Standards 

(IFRS) falls on 1 January 2012. 
In the run-up to convergence, 

MASB has issued a number of new 
and amended Financial Reporting 
Standards (FRS) and Interpretations 
which would be effective for the 
financial periods beginning on or 
after 1 January 2010. With 2010 
around the corner and with less 
than 2 years to full convergence, 
preparers, auditors and users of 
financial statements should by now 
be very conversant with the require-
ments of existing Standards and 
Interpretations. 

Nevertheless, there are weak-
nesses as FRS users still strive to 
interpret and apply these stand-
ards.  

The Financial Statements Review 
Committee (FSRC) has identified 
and noted deficiencies in the finan-
cial statements of selected listed 
companies during the period from 
July 2008 until June 2009. By shar-
ing these common findings, it is 
hoped that all parties interested in 
financial statements can learn from 
them and thus enhance the quality 
of financial disclosure.  

accounting

MIA’s FINANCIAL STATEMENTS REVIEW COMMITTEE SAYS THAT COMPANIES CAN 

LEARN FROM DEFICIENCIES IN RECENT FINANCIAL STATEMENTS AVAILABLE IN THE 

PUBLIC DOMAIN TO IMPROVE THE QUALITY OF THEIR OWN FINANCIAL REPORTING. 

LESSONS FROM 

DeficientDisclosure
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LESSONS FROM DEFICIENT DISCLOSURE

Areas for improvement Findings noted

and the auditors when the financial statements showed signs of deteriorating financial position. (FRS 

101.23 and ISA 570)

-

cern. (FRS 101.23)

in equity interest in an existing subsidiary company. (FRS 101.108)

assets other than investment properties (IP)” whereas policy on IP indicates IP are measured subse-

quent to initial recognition at cost less accumulated depreciation and any accumulated impairment 

loss. 

PPE is stated at cost or valuation, without indicating which category of PPE is using cost and which 

category is using valuation.  

recognition, the accounting policy states that interest income is recognised on a receipt basis, but 

was actually recognised on accrual basis.

Judgements in applying 

accounting policy and key 

sources of estimation 

uncertainty

the year instead of in respect of each business combination. (FRS 3.67)

beginning of the period not disclosed. (FRS 3.70)

sheet date but before financial statements are authorised for issue. (FRS 3.66(b) and FRS 3.71)

of applying impairment testing per FRS 136. (FRS 136.4)

assets was performed as there were impairment indicators such as gross loss position.

whether the recoverable amount is fair value less costs to sell (FVLCTS) or value in use (VIU), basis of 

determining FVLCTS, discount rate(s) used in determining VIU. (FRS 136.130)

-

ment. (FRS 136.130)

made to reconcile segment assets to the entity’s assets as reported on the balance sheet.

Table A: Findings Commonly noted by FSRC for Review Period from July 2008 to June 2009
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FSRC’s ROLE
The role of the FSRC is to monitor 
the quality of financial statements and 
reports that are prepared by or are 
the responsibility of members of MIA, 
for the purpose of determining compli-
ance with statutory and other require-
ments, approved accounting standards 
and approved auditing standards in 
Malaysia. 

For the period from July 2008 until 
June 2009, the FSRC was extremely busy. 
The FSRC closed 9 cases brought for-
ward from the previous review period 
and selected another 19 financial state-
ments of listed companies for review. 

The financial year-ends of the selected 
financial statements ranged from 31 
December 2006 to 31 August 2008. A 
total of 44 replies to queries raised by the 
Committee were deliberated during the 
period under review. 

During the year under review, 
the FSRC referred one case to the 
Investigation Committee (IC) and cat-
egorised one case as Category 2 of the 
penalty tariff, whereby warning letters 
were issued to the preparers and audi-
tor for numerous non-compliances with 
the requirements of FRS. The financial 
statements of such companies will also 
be monitored for up to two consecutive 
years. 

The role of the FSRC is to monitor the quality of financial state-
ments and reports that are prepared by or are the responsibility of 
members of MIA, for the purpose of determining compliance with 
statutory and other requirements, approved accounting standards 

and approved auditing standards in Malaysia. 

Areas for improvement Findings noted

138.122(a))

which no deferred assets are being recognised. (FRS 112.81)

properties that generated or did not generate rental income. (FRS 140.75(f )(ii) & (iii))

cash flow”. (FRS 107.6)

having considered the materiality, nature & function e.g. material gain. (FRS 101.83-84)

LESSONS FROM DEFICIENT DISCLOSURE
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OBSERVATIONS AND 
REMINDERS

Members should pay special attention to 
the following observations noted during 
FSRC’s review:

Incomplete and Inadequate Disclosure

In some cases, disclosures in the finan-
cial statements were not complete and 
adequate such that the FSRC had to 
probe further through query letters to 
seek more detailed information on cer-
tain matters disclosed (or not disclosed). 
Normally, clarifications provided by 
companies thereafter were sufficient for 
the FSRC to close the matters raised. 
Preparers of financial statements should 
strive to ensure fair presentation of the 
financial statements, which include pro-
viding additional disclosures when com-
pliance with the specific requirements 
in FRSs is insufficient to enable users 
to understand the impact of particular 
transactions, events and conditions on 
the entity’s financial position and financial 
performance (FRS 101.15(c)).

Revealing Disclosures

Whilst the summary of findings in Table 
A may appear that the deficiencies relate 
to issues on presentation and disclosures, 
information disclosed (or not disclosed) 
in the financial statements is not merely 
an issue of non-compliance with dis-
closure requirements. The disclosures 
on financial statements actually reveal 
whether companies have applied appro-
priate accounting treatment on transac-
tions that have occurred. For example, 
disclosing the factors contributing to 
goodwill arising on business combina-
tion might reveal that the acquirer had 
not appropriately recognised intangible 
assets of the acquiree separately from 
goodwill. In some cases, the FSRC noted 
that companies have not been using 
appropriate accounting treatment upon 
probing into the disclosures in the finan-
cial statements.

“The FSRC will continue to discharge its role to monitor and 
provide guidance to members on good financial reporting 

practices but will also not hesitate to recommend that action 
be taken against members involved in the preparation or 
reporting on financial statements that contain material 

reporting discrepancies.”
Stephen Oong, FSRC Chairman

Correlating Accounting Treatments

Companies must consider how the 
accounting treatment of an item in the 
financial statements is correlated to 
accounting treatment of another item in 
the financial statements. For example, 
when the property, plant and equipment 
of the subsidiaries are impaired, compa-
nies should also consider reviewing the 
costs of investment in subsidiaries for 
impairment. 

Continuous Improvement

Members should use the matters 
raised as guidance to increase their 
awareness of the FRSs’ requirements and 
to improve the applications of standards 
in the preparation, presentation and dis-
closures of financial statements in future. 

Conclusion

In some cases, where deemed appro-
priate, the FSRC extended the relevant 
accounting references to the members 

when members acknowledged that they 
did not know where to look for guidence; 
and in other cases, the FSRC tried to 
assist by providing examples of what are 
considered good disclosures. 

It is important that members continu-
ously uphold quality in financial report-
ing. Such an attribute demands members 
to put in concerted effort and resolve to 
do so, as well as the desire to be up-to-
date with the latest development in finan-
cial reporting. Given the rate at which 
financial reporting standards are being 
changed, revised and amended, continu-
ous learning is one of the key success 
factors for members to remain relevant 
in the profession. “The FSRC will con-
tinue to discharge its role to monitor and 
provide guidance to members on good 
financial reporting practices but will also 
not hesitate to recommend that action 
be taken against members involved in 
the preparation or reporting on financial 
statements that contain material report-
ing discrepancies.” Stephen Oong, the 
Chairman of FSRC reminded.   

LESSONS FROM DEFICIENT DISCLOSURE
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ALL ABOARD THE 
SUSTAINABILITY 

BANDWAGON

accounting

The dynamics within the corporate 
landscape are shifting in such a 
way that businesses today are 
expected to play a bigger role in 

exacting positive change in the world. 
Companies are increasingly being urged 
to contribute to the sustainability agenda 
and make social responsibility a part of 
their obligation to society.

CPA Australia President Richard 
Petty in citing a study by AT Kearney 
(2009) which determined the perform-
ance of sustainability-focused companies 
during the financial crisis said that com-
panies committed to corporate sustain-
ability practices are already achieving 
above average performance in financial 
markets.

He says that accountants can play 
a role by embracing forward think-
ing approaches such as sustainability 
accounting and reporting which ensure 
that society as a whole can benefit.

Anuja Ravendran

ACCOUNTANTS NEED TO CREATE NEW MECHANISMS AND 

TOOLS TO MEASURE AND REPORT ON  SUSTAINABILITY 

PERFORMANCE AS COMPANIES RESPOND TO THE CALL 

TO BEHAVE MORE RESPONSIBLY ALONG THE TRIPLE 

 BOTTOM LINES OF PLANET, PEOPLE AND PROFIT, SAYS CPA 

AUSTRALIA PRESIDENT RICHARD PETTY.
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ALL ABOARD THE SUSTAINABILITY BANDWAGON

CREATING TRACTION

“Accountants today need to have the 
awareness, and more importantly, there 
is a need to come up with tools and 
reporting standards that will give traction 
for the theory.”

At the moment, sustainability account-
ing and reporting is being practiced by 
some factions of the accounting frater-
nity but on a voluntary basis, noted Petty. 
Many accountants treat corporate respon-
sibility and the social contract as some-
thing optional. Often they think it does 
not apply to them.

“However, as accountants, we capture, 
measure and record vital information that 
is used to drive business performance. If 
as a profession we are not prepared to put 
in place reporting mechanisms to provide 
this information, then who will?” 

“We have a responsibility as a profes-
sion to push this agenda through. Many 

accountants do not think like that but 
these skills must be developed. There is 
a need to create structured discourse on 
how sustainability reporting is impacting 
society.”

He feels that professional account-
ancy bodies must take a more proactive 
approach and encourage their members 
to get on this bandwagon.

Most people realise the need for this 
practice but there is no sense of urgency. 

“However it has to be done now. 
Greater cooperation and coordination 
between leaders in the profession, gov-
ernment regulators, regulatory bodies 
and the business community is crucial,” 
he says.

PARADIGM SHIFT 

The challenge, he says is for the profes-
sion to understand the mission of sus-
tainability and reconceptualise traditional 
accounting orthodoxies and bring them 
up to date with contemporary challenges 

of business. 
“As part of 

doing that, we 
need to develop 
and improve educa-
tion programmes 
at universities, and 
introduce activities 
that help businesses 
understand what 
can be done and 
teach them how to 
do it.” 

New skills must be developed, there 
has to be a new appreciation and under-
standing of the importance of sustainabil-
ity accounting and we need to understand 
the different levels of control. 

“This is an opportunity for us to put 
in place a better strategy than what we 
already have.”

MORE THAN 
JUST RHETORIC

Currently, sustainability reporting comes 
in the form of voluntary disclosure. 

Existing financial statements provide very 
little scope for sustainability reporting.

He says that there must be an agreed 
external reporting framework for all com-
panies to report on additional things. All 
accountants come up with meaningful 
metrics within the organisation to meas-
ure performance.

Sustainability reporting is about creat-
ing competitive advantage not just empty 
rhetoric.

It goes beyond reporting as it 
involves underpinning the reporting 
action through a committed corporate 
ethos, philosophy and mindset that sets 
the agenda for sustainability in report-
ing.

MANDATORY OR 
SELF-REGULATION?

Petty believes that the incentives 
for action, in the context of sustainabil-
ity reporting are becoming more readily 
understood.

The clearest incentive, he says, is 
self-interest. “This applies in the case 
of voluntary disclosure. Companies 
actually make more money because the 
focus is on effectiveness rather than just 
profits.”

Furthermore, if companies don’t do it, 
he believes that regulation will intercede.

Asked if this was favourable, he said 
that once it is mandatory, existing items 
will be more readily disclosed, frame-
works will broaden, and measures taken 
will be more proactive.

With motivations like workplace 
and social harmony as well as overall 
improved returns, it is perhaps timely 
for the profession to seriously embrace 
sustainability accounting. 

President of CPA Australia, Richard Petty 
presented a session titled ‘Sustainability – 
Role of the Accountants’ from an account-
ant’s perspective at the Malaysian Institute 
of Accountants Regional Conference in 
Kuching on 10 August 2009. 

“There is a need 
to create  structured 

discourse on how sus-
tainability reporting is 

 impacting society.”
RICHARD PETTY, PRESIDENT

CPA AUSTRALIA

RICHARD PETTY

PRESIDENT, CPA AUSTRALIA
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WORLD NEWSaccounting |

FRANCE: Lagarde dissatisfied 

with accounting rule plan

France will persist voicing dissat-

isfaction with proposed changes 

to accounting rules, said Economy 

Minister Christine Lagarde. France 

has taken issue with plans put 

forward by the International 

Accounting Standards Board 

(IASB), which draws up rules that 

are mandatory in France and the 

rest of the European Union, to 

fast-track changes to its IAS 39 fair 

value rule, reports Reuters. That 

proposal was made as part of glo-

bal efforts to try and modify mark-

to-market accounting rules that 

are likely to look similar on both 

sides of the Atlantic, the report 

added. In the Paris-based report, 

it said in a hearing in the lower 

house of parliament, or National 

Assembly, Lagarde bemoaned dif-

ferent approaches to regulations 

in the United States and Europe 

despite eventual plans to con-

verge. Lagarde said she would 

broach the subject with the head 

of the London-based IASB, David 

a manner as possible that the 

revision of the IAS 39 should not 

be revised in a sense that acceler-

ates fair value but in a sense that 

conforms with ... financial stabil-

ity which is not the case today,” 

she was quoted in the report. 

Lagarde has said previously that 

plans by the IASB to ease the 

impact of the credit crunch on 

banks would make their situation 

worse, with the report adding 

that banks have been forced to 

make huge writedowns on some 

assets as accounting rules require 

them to be valued at the going 

rate, a process known as fair value 

or mark-to-market. Some assets 

have slumped in value or become 

untradable in the credit crunch. 

Policymakers say accounting rules 

amplified the crisis and must be 

changed. In comments that large-

ly focused on France’s position at a 

recent meeting of the G20 group 

of leading countries in Pittsburgh, 

Lagarde noted the need to shore 

up regulation with regards to the 

global commodities market, the 

report added. 

INDIA: Cost audit of all manu-

facturers should be compul-

sory

It may now become compulsory 

for all big and medium Indian 

manufacturing companies to get 

their cost accounts audited, if an 

expert group’s recommendation 

on the same is accepted by the 

government. The 13-member 

expert group comprising repre-

sentatives from three accounting 

institutes -- ICWAI, ICAI and ICSI -- 

industry body CII and market reg-

ulator Sebi, have recommended 

that all companies whose turnover 

is more than Rs 50 crore should be 

mandated to maintain cost audit 

books, reports the Economic Times. 

At present, companies engaged 

in only 44 products, including 

paper and sugar, need to get their 

accounts cost audited, it said. It 

quoted ICWAI President and 

member of the expert group G 

Venkataraman, as teling the PTI: 

for 44 products. Make it compul-

sory for all industries, with excep-

tion to small companies with a 

threshold limit of Rs 50 crore turn-

over, make all, including goods, 

services and infrastructure com-

pulsory to maintain cost accounts.” 

In its over 890-page suggestion, 

the group also mentioned that 

companies should be allowed to 

maintain their own cost account-

ing standards rather than design-

ing it on a rule-oriented format. 

-

tions on cost accounting stand-

ards, like the financials for every 

cost account written by the firms, 

a definition should go with it,” said 

the ICWAI president. For example, 

if the cost accounting is about a 

material manufactured, then the 

company will have to mention as 

to what the material consists of 

and what is the percentage of 

the composition, Venkataraman 

elaborated, according to the 

report. Venkataraman said ICWAI 

is working on converging cost 

accounting standards with the 

International Financial Reporting 

accounting, but costing norms 

too would be merged with inter-

national standards by 2011. The 

ICWAI is preparing the roadmap for 

the amalgamation of cost account-

ing standards with IFRS,” he said. 

The newly-appointed head of the 

cost accounting regulator feels 

that with the marriage of Indian 

accounting norms with the inter-

national standards, the practice 

would become more efficient. 

CHINA: China, Russia to 

strengthen finance and bank-

ing cooperation

China and Russia pledged to 

enhance communication and 

cooperation concerning finance, 

taxation and banking to deal with 

the global financial crisis, said a 

joint communique released by 

the two countries. The communi-

que was a fruit of the 14th regular 

meeting of the prime ministers 

of the two countries in Beijing. 

During the meeting, Chinese 

Premier Wen Jiabao and his 

Russian counterpart Vladimir Putin 

witnessed the signing of 12 agree-

ments, including agreements on 

natural gas and oil, reports Xinhua. 

A sub-committee on banking 

cooperation will be renamed as 

sub-committee on financial coop-

eration, which would cover insur-

ance services, the communique 

said. The sub-committee works 

under the regular prime ministers’ 

meeting and is aimed to build 

trust and boost financial coop-

eration between the banks of the 

two countries. The report added 

that China and Russia will work 

to increase the use of their own 

currencies in addition to the U.S. 

dollar in bilateral trade, the docu-

ment said. It also stressed the role 

of China-Russia finance ministers’ 

dialogue in promoting coordina-

tion on macroeconomic policy, 

finance and taxation as well as 

major international economic 

issues. 

US: California tightens rules on 

accounting services

Accounting and auditing firms in 

California will soon be required 

to have periodic peer review to 

make sure their services meet 

standards. Mandatory peer review 

for accounting firms in California 

becomes law on 1 January 2010 

with the first group of peer review 

reports due by July 2011 , reports 

Central Valley Business Times. Under 

the new law, it said all California 

firms providing accounting and 

auditing services will be required 

to undergo a periodic peer review. 

Peer review is a study of a firm’s 

accounting and auditing prac-

tice by an independent Certified 

Public Accountant using profes-

sional standards. The measure is 

seen as a way to protect consum-

ers in an ever-changing financial 

climate by keeping accounting 

firms knowledgeable of current 

professional standards, thereby 

promoting consumer confidence 

review is an integral piece in sup-

porting the California Board of 

Accountancy’s (CBA) mission to 

protect California consumers,” says 

Patti Bowers, Executive Officer for 

the CBA, the report said. 
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IFAC 
NEWS

IFAC SUPPORTS PITTSBURGH G-20 

INITIATIVES

Following the Pittsburgh G-20 Summit held 

on September 24–25, IFAC expressed support 

for strong, sustainable, and balanced growth,” 

which includes reform of executive compen-

sation packages,  the adoption of a single set 

of high-quality global accounting standards, 

and increased resources for the World Bank 

and international development banks. IFAC 

recommends that these goals remain priorities 

and that G-20 leaders act on them at a national 

level.

Two issues at the top of IFAC’s agenda, which 

were reflected in its submission to the G-20 

finance ministers in July, are the need for gov-

ernments to address corporate governance 

issues and to move ahead on implement-

ing common global standards not only for 

accounting, but also for auditing and for audi-

tor independence. 

To view IFAC’s recommendations to the G-

20, go to www.ifac.org/financial-crisis. For the 

results of the G-20 Summit, visit The Pittsburgh 

Summit 2009. 

IFAC/THE BANKER SURVEY SHOWS 

LENDING TO SMALL BUSINESSES HOLDS 

STEADY; HIGHLIGHTS THE CRITICAL ROLE 

OF ACCOUNTANTS

IFAC and The Banker magazine, part of the 

Financial Times group, recently released the 

results of a global survey of banks on lending 

to small and medium-sized entities (SMEs). 

The results showed that some SMEs may have 

access to more credit down the road, but will 

have to pass more rigorous tests to demon-

strate their creditworthiness. The results of the 

survey, which received responses from over 

500 bankers over a six-week period, also con-

firmed the critical role that accountants play in 

providing Information that influences lender 

decision-making.

 The survey results, including three articles by 

IFAC leadership that highlight IFAC’s support 

for SMEs and IFAC’s belief in the importance 

of SMEs in contributing to global economic 

recovery and growth, are printed as a spe-

cial supplement in the October issue of The 

Banker. The articles and survey results can also 

be accessed from the IFAC website: www.ifac.

org/financial-crisis/smp-sme-resources.php. 

IAASB RELEASES NEW TOOLS 

TO SUPPORT CLARITY ISA 

IMPLEMENTATION 

To promote awareness and understanding 

of the clarified International Standards on 

Auditing (ISAs), completed in March 2009, 

the International Auditing and Assurance 

Standards Board (IAASB) has released a series 

of modules to support implementation 

brief video presentation, a set of slides, and 

supporting notes that explain the key princi-

ples of, and major changes in, individual ISAs. 

The support modules include the implica-

tions for audits of small and medium-sized 

entities.

The ISA Modules are available to download 

free of charge from the IAASB Clarity Center 

on the IFAC website: web.ifac.org/clarity-cent-

er/support-and-guidance.  

 

FORUM OF FIRMS WORKSHOP 

FOCUSES ON INTERNAL QUALITY 

ASSURANCE PROCESSES 

Over 40 senior audit professionals from 23 

international networks of accounting firms 

met to share their experiences, industry 

insights, and current practices in establishing 

and strengthening global internal inspection 

processes at a workshop organised by the 

Forum of Firms (the Forum). The workshop 

featured a panel of experts who discussed 

new developments and innovations in a 

variety of areas, including inspection organi-

sation, methodology and staffing, practical 

implementation issues, and processes for 

internal reporting.

In order to achieve and maintain member-

ship in the Forum, each member firm must 

follow international professional standards on 

quality control at the firm level and for each 

transnational audit engagement. To learn 

more about the Forum, please visit www.ifac.

org/Forum_of_Firms. 

JOINT TASK FORCE OF THE IPSASB AND 

IMF ACHIEVES PROGRESS 

Momentum is growing for the joint task force 

developed by the International Public Sector 

Accounting Standards Board (IPSASB) and 

the International Monetary Fund (IMF) to dis-

cuss various interventions by governments 

in response to the global financial crisis. The 

task force is also considering the application 

of accounting standards for reporting such 

government actions.

 

The task force has three objectives:

1) To learn how governments are intend-

ing to deal with assets, obligations, and 

commitments acquired as a result of their 

actions in response to the financial crisis

2)   To learn about, and identify the need for 

any improvements to, accounting stand-

ards developed to account for govern-

ment actions in response to the financial 

crisis

3) To discuss reporting and valuation 

approaches for reporting these interven-

tions

 

The task force has held meetings with five 

important sets of stakeholders and updated 

the IPSASB on its progress. It will provide 

the Board with a draft document summaris-

ing its conclusions on October 31, 2009. To 

learn more about the activities of the IPSASB, 

please visit www.ifac.org/PublicSector. 

THE IFAC UPDATE PROVIDES 

 SUMMARIES OF IFAC DEVELOPMENTS 

OVER THE PAST MONTH.
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REGULATIONS 
ARE IN PLACE

Malaysia has made significant strides 
in terms of CG laws and best practices 
in the last ten years. A comprehensive 
framework of governance rules and rec-
ommendations – part of Bursa Malaysia’s 
Exchange Listing Requirements (LRs), 
the amended Companies Act and the 
Code of Corporate Governance – has 
kept the country abreast of global prac-
tices, and even ahead in some respects.

“Our CG framework is on par with 
global benchmarks. Besides (the) regu-
latory approach, we have also enhanced 
CG practices through market and self-dis-
cipline. Specific areas include the role of 
board members, especially independent 
non-executive directors; corporate dis-
closure and transparency; and investor 
education,” said Securities Commission 
Chairman Tan Sri Zarinah Anwar via 
e-mail.

Key revisions have helped strengthen 
the roles and responsibilities of the board 
of directors and audit committee, ensur-
ing that they discharge their duties effec-
tively. Notably, the internal audit function 
of PLCs was made mandatory in 2008, 
and took effect on 31 January 2009 under 

Bursa’s listing requirements.
 Importantly, the membership of the 

audit committee has also been restruc-
tured and must now be composed of only 
non-executive directors; the majority of 
whom must be independent under the 
amendments to the LRs and the Code. 
The Code also recommends that all audit 
committee members be financially liter-
ate. This is backed up by the LRs which 
stipulate that at least one member of the 
audit committee should be an account-
ant.

The problem? When it comes to good 
governance, Bursa Malaysia’s CEO, Dato’ 
Yusli Mohamed Yusoff commented in a 
recent press release that Malaysian PLCs 
demonstrate high standards of compli-
ance to form, but added that more needs 
to be done to take corporate governance 
to the next level.

Malaysian Alliance of Corporate 
Directors (MACD) President Dato’ Jaffar 
Indot goes so far as to say that our CG 
framework is one of the best in the 
world, but the challenge lies in implemen-
tation. MACD Deputy President, Paul 
Chan, put it quite succinctly: “There is an 
acute need to filter good intentions of the 
revised code (and listing requirements) 
down to a practical, down-to-earth imple-
mentation framework.”

CORPORATE GOVERNANCE: 

reality
In 2008 alone, the Securities 

Commission (SC) made 20 

criminal charges against five 

directors of Public Listed 

Companies (PLCs) for falsely 

reporting inflated revenues. 

The first reaction may well be, 

“Only 20? Only five?” but from 

the corporate governance 

(CG) perspective, it’s a good 

start. White-collar crime is 

notoriously more difficult to 

prove than any other kind. 

However, there is hardly cause 

for celebration yet; there is still 

a long way to go.

check
Majella Gomes

governance
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Implementation will falter with-
out corporate will. Although Malaysian 
CG frameworks look good on paper, 
Malaysian corporates still score low in 
corporate governance ratings, noted 
Nestor Advisor Ltd senior advisor 
and a former European advisor to the 
Organisation for Economic Cooperation 
and Development task force on corporate 
governance, Ken Rushton. Rushton told 
StarBiz at the Corporate Governance 
Summit 2009 that the culture in Malaysia 
needed to become more and wholly sup-
portive of good governance. To achieve a 
genuine CG overhaul, corporates need to 
subscribe to ethical behaviour, and ethics 
need to be a key part of education. 

OVERCOMING 
CHALLENGES

The effective implementation of the 
internal audit function, now mandated, 
can make or break CG. Therefore, it 
is essential that internal auditors are 
unobstructed in discharging their roles. 
As the oversight committee that ensures 
the integrity and objectivity of finan-
cial reporting, including the complaints 
or reports concerning questionable 
accounting or auditing issues, the AC 
should ensure that internal auditors 
report directly to them without manage-
ment interference.

The MACD says that in essence, 
every AC’s role is to stand objectively in 
the gap between management, external 
auditors and the stakeholders. It ensures 
that those who provide the capital to run 
the business receive complete, accurate 
and timely financial information that has 
been vetted and can withstand scrutiny. 
Every AC should have members with 
appropriate accounting skills, who are 
able to undertake internal control over-
sight and auditor oversight, and under-
stand the economics behind the compa-
ny’s transactions.

Besides the internal audit committee, 
the nomination and remuneration com-
mittees also have a role to play in CG. 
The nomination committee, in particular, 
should be thorough when it comes to the 
various criteria for directors. It should 
take into account the composition of the 
board and matters relating to directo-
rial independence, and institute rigor-
ous screening processes before making 
appointments.

The issue of commensurate remu-
neration also arises. How much do you 
pay a director? Is it enough for what you 
want him/her to undertake? Will the 
amount erode his/her efficiency, or in 
any way influence the way he/she carries 
out directorial responsibilities? Can it bias 
or dilute performance? What has become 
apparent in recent years is that transpar-
ency is not the exclusive responsibility 
of a single party; it requires a concerted 
effort by all parties involved.

LIMITED SUPPLY

Lamentably, one of the main obstacles 
to good governance is the limited sup-
ply of qualified independent directors. 
“The obligations are onerous and the 
responsibilities are heavy, so qualified 
professionals are wary of accepting inde-
pendent directorships,” explained Rita 
Benoy Bushon, Chief Executive Officer, 
Minority Shareholder Watchdog Group 
(MSWG).

CORPORATE GOVERNANCE: REALITY CHECK
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According to Bursa Malaysia, there 
are many directors of listed companies 
who are unaware of what key directorial 
responsibilities are. There is a definite 
need for directors to equip themselves 
with adequate training in order to per-
form effectively.

To increase the supply of qualified 
independent directors, MSWG recently 
established a pool of independent direc-
tors which can be tapped by PLCs. 
Ideally, Bushon says, independent direc-
tors should be qualified professionals 
aged at least 40. An understanding of 
finance and auditing is always a plus, and 
there should be a limit to the number of 
boards they can serve on.

But what should directors be knowl-
edgeable about? Is it enough to under-
stand the profit & loss account, and be 
able to read a balance sheet, or should 
they also know how to read cash flow 
projections and interpret financial ratios? 
MACD feels that to determine what is 
necessary, the revised Malaysian Code 
of Corporate Governance should define 
what a director must know upon taking 
up the position.

PERSONAL 
ACCOUNTABILITY 
REALLY COUNTS

A director is required to make an inde-
pendent assessment, and decide in good 
faith. Directors therefore need to be more 
vigilant and accountable. Under the statu-
tory business judgement rule introduced 
in the Companies (Amendment) Act 2007, 
there is some measure of protection for 
directors who make business judgements 
in good faith and in their company’s best 
interests. But they need to be proactive. 
What is required, says Tan Sri Zarinah, 
is “thoughtful governance” – and what 
that entails is keeping abreast of the lat-
est developments in rules, regulations, 
trends and expectations in order to be 
effective.

Education is the key to enhancing 
directorial skills, and bodies like the 

MACD, MSWG and Bursa Malaysia pro-
vide continuous training and education. 
“Ensuring optimum audit committee per-
formance is therefore not a question of 
further reforms, but of better training and 
education with regard to the internal audit 
issues now faced by audit committees as 
a result of the recent change in the law, in 
addition to the traditional issues relating to 
external audit,” stressed John Zinkin, CEO 
of the Securities Industry Development 
Corporation (SIDC) via e-mail.  

The approach taken in the toolkits 
developed for the PWC-SIDC Directors’ 
Training programme is to focus attention 
on key questions that need to be asked: 
are the business strategy and internal 
audit strategy aligned; how does inter-
nal audit fit with the company’s govern-
ance and risk management framework; 
is the internal audit reporting structure 
effective; does management follow up 
on internal recommendations; how is 
internal audit performance assessed; and 
how good are the links between internal 

and external audit etc. As far as external 
audit is concerned the toolkits focus on 
questions relating to selection and assess-
ment of the effectiveness of the auditors 
and their work, in particular determining 
the scope of work and necessary skills, 
resources and independence required. 
Post selection, the focus switches to edu-
cating the audit committee on: the objec-
tives of the audit; risk areas that will be 
covered; extent of the pressure by the 
management on the auditors; impact of 
changes in accounting policy or treat-
ment etc.

“The tools to the training, education 
and enforcement exist; it is up to boards 
and audit committees to know where 
to go to learn how to use them,” noted 
Zinkin. In other words, the onus is on the 
directors and boards to take responsibil-
ity to improve themselves – especially 
in terms of ethics and culture as recom-
mended by Rushton - in order to function 
optimally in a more demanding and strin-
gent environment. 

According to 
Bursa  Malaysia, 
there are many 
directors of listed 
companies who are 
unaware of what key 
directorial responsibilities are. 
There is a definite need for 
directors to equip themselves 
with adequate training in order 
to perform effectively.

CORPORATE GOVERNANCE: REALITY CHECK
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S. Saravana Kumar

tax

It has been several months since the 
legislation of thin capitalisation law 
in Malaysia. The announcement on 
the introduction of thin capitalisation 

law was first made in August 2008 by then 
Prime Minister Tun Abdullah Ahmad 
Badawi in his Budget 2009 speech. 

Although the government did not ini-
tiate any public discourse on this mat-
ter, the announcement did not come 
as a surprise. The local tax industry 
was abuzz with the government’s inten-
tion to introduce thin capitalisation law. 
Unfortunately, there was no explanation 
from the authorities as to the need for 
such laws in Malaysia. This is all the more 
necessary as other trading nations in the 
Association of Southeast Asian Nations 
(or Asean) region such as Singapore, 
Vietnam, Thailand and Indonesia do not 
have or intend to introduce such legisla-
tion in the near future. Both the Budget 
2009 speech and the Hansard (i.e. min-
utes of Parliamentary proceedings) are 
silent in this respect. 

Further, it is also very disappoint-
ing that the government did not openly 
engage the public or local tax industry 
in a dialogue prior to the introduction of 

that law. Shortly after the announcement, 
some respectable quarters within the 
industry questioned the government’s 
wisdom of introducing thin capitalisation. 

Given the lack of clarity, it is hardly 
surprising that several practical issues 
remain unresolved in relation to thin 
capitalisation law in Malaysia. To the best 
of my knowledge, neither the govern-
ment nor the Inland Revenue Board of 
Malaysia (“IRB”) has made any attempt 
to address these issues. 

Firstly, the thin capitalisation provi-
sion came into effect on 1 January 2009. 
That means, legally speaking, the Director 
General of Inland Revenue (“DGIR”) may 
disallow the deduction of “excessive” 
interest payment as revenue expenditure 
from 1 January 2009 onwards. That said, 
the rules or regulations pertaining to the 
implementation of thin capitalisation law 
have yet to be issued by the government 
until today. 

The first and foremost question is: 
“What is the acceptable debt to equity 
ratio?” The ratio adopted by other juris-
dictions is 3:1. Will Malaysia adopt the 
same ratio or would it opt to be different? 

It is likely that details such as this 

will be contained in the regulations. 
Eventually, when the thin capitalisation 
rules are issued, when will it take effect? 
Will it take effect retrospectively from 1 
January 2009?

 Since Sec.140A(4) of the Income Tax 
Act 1967 [Act 53] (“the ITA”) is already in 
force, taxpayers are anxious and seeking 
advice from tax practitioners, despite the 
fact that thin capitalisation rules have yet 
to be issued. This puts tax practitioners in 
a dilemma as the advice or proposal that 
they suggest may be contrary to the thin 
capitalisation rules. 

This is all the more evident in instanc-
es where the taxpayer is subject to higher 
taxes if the thin capitalisation rules are 
followed. In such a case, the taxpayer 
may be subjected to additional taxes and 
penalty if the IRB decides to apply the 
thin capitalisation rules retrospectively. 

Furthermore, the tax practitioners 
are also exposing themselves to a pos-
sible action under Sec.114(1A) of the ITA 
as their advice can be construed by the 
IRB to have resulted in the understate-
ment of the taxpayer’s tax liability. In 
light of these potential problems, it would 
be welcomed if the government does not 

THIN CAPITALISATION LAW:

LACK OF CLARIFICATION ON THIN CAPITALISATION 

LAW LEAVES TAXPAYERS GROPING IN THE DARK.

what’s
going on?
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THIN CAPITALISATION LAW:  WHAT’S GOING ON? 

implement the thin capitalisation rules 
retrospectively from 1 January 2009. 

The IRB has also yet to issue any 
guidelines or public ruling to guide tax-
payers on how it intends to implement 
the thin capitalisation law. Such guide-
lines or public rulings are necessary as it 
provides an insight to the taxpayer on the 
approach taken by the IRB in enforcing 
the law. 

The self-assessment system, which 
was introduced in Malaysia in 2001, 
requires taxpayers to determine their 

taxable income, compute their tax liability 
and submit their tax returns. In principle, 
the self-assessment system has shifted a 
substantial burden of responsibility from 
the IRB to the taxpayers. In that regard, 
it will be helpful if the IRB issues a 
Guideline or a Public Ruling on thin capi-
talisation before the thin capitalisation 
rules are issued. 

The key words in the thin capitali-
sation law, namely, “interest”, “financial 
assistance” and “fixed capital”, are not 
defined. These words are not interpreted 

in Sec.2 of the ITA. Recently, at a tax semi-
nar organised by the IRB, the participants 
were advised that the term “interest” for 
thin capitalisation law includes guarantee 
fees, commitment fees, representation 
fees, commission and borrowing bond 
fees. However, this definition by IRB 
contradicts its policy as these types of 
payments are not recognised as interest 
for the purposes of business deduction. 

Businesses are only allowed deduc-
tion for actual interest payment and not 
other expenditure that are akin or inci-

The self-assessment system, which was introduced in Malaysia in 2001, requires taxpayers 
to determine their taxable income, compute their tax liability and submit their tax returns. 

In principle, the self-assessment system has shifted a substantial burden of responsibility from 
the IRB to the taxpayers. In that regard, it will be helpful if the IRB issues a Guideline or a 

Public Ruling on thin capitalisation before the thin capitalisation rules are issued. 
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dental to interest. It is certainly unfair to 
taxpayers as the IRB seems to be blowing 
hot and cold on the definition of interest. 
When it suits the IRB, a wide interpreta-
tion is given to the word “interest”. Such 
an approach is certainly not professional 
and the IRB must be professional by 
being consistent with its views. If inter-

est is treated to include guarantee fees 
for thin capitalisation rules, then it is 
only appropriate that the IRB allows the 
taxpayers to deduct guarantee fees paid 
in the course of business as business 
expenditure. 

Interest paid by a Malaysian taxpayer 
to a non-resident is subject to withhold-
ing tax in Malaysia. If the IRB decided 
to disallow the Malaysian taxpayer from 
claiming deduction for the “excessive” 
interest paid to the non-resident, would 
the IRB refund the withholding tax on 
the excessive interest portion to the non-
resident? 

Otherwise, the IRB will be “benefit-
ing” twice in the sense that the Malaysian 
taxpayer is not allowed to deduct the 
“excessive” interest paid to the non-resi-
dent but nevertheless, the IRB gets to tax 
the excessive interest by imposing with-
holding tax on it. It is only appropriate in 
circumstances where the excessive inter-
est is disallowed that the IRB refunds the 
withholding tax on that portion back to 
the non-resident. 

Further, since Sec.140A reads “in the 
basis period for a YA the value or aggre-
gate of all financial assistance granted 
by a person to an associated person who 
is a resident”, the question arises as to 
whether Sec.140A(4) applies to financial 
assistance that was rendered before 1 
January 2009. 

The author’s view is that if a loan was 
made in 2008, it will mean the financial 
assistance was granted in YA 2008 and 
not in YA 2009. In that regard, the IRB 
should not disallow the excessive interest 
(if any) that is payable in YA 2009 and 
subsequent years of assessment as the 
financial assistance was granted before 

Sec.140A(4) took effect. Any attempt by 
the IRB to invoke Sec.140A(4) on finan-
cial assistance that was granted before 
1 January 2009 would be ultra vires and 
against the principles of natural justice. In 
such circumstances, the taxpayer should 
consider challenging the IRB’s decision 
by way of judicial review. 

Interestingly, Sec.140A(4) states that 
the DGIR may disallow the deduction in 
cases where he is of the opinion that the 
financial assistance rendered is exces-
sive. The language used is different from 
the one used for Sec.140A(3), which is 
the transfer pricing provision. Section 
140A(3) states that the DGIR may adjust 
a transaction between associated persons 
where he has the reason to believe that 
the transaction is not at arm’s length. 

Notwithstanding the difference in the 
phraseology used for Sections 140A(3) 
and 140A(4), it is my opinion that the 
DGIR must state the grounds that influ-
enced him to invoke Sec.140A(4) against 
the taxpayer. This will surely enable 
the taxpayer to understand better why 
Sec.140A(4) was invoked and assist the 
taxpayer in preparing his defence. 

The foundation for thin capitalisation 
rules in Malaysia is weak and it is disap-
pointing that deep thought was not given 
to this area before legislation was enacted. 
There are too many questions that remain 
unanswered and if they are not resolved 

soon, it will just create confusion among 
taxpayers, which is clearly not healthy 
under the self-assessment system..   
     
* This article was first published in the 
inaugural issue of Tax Views Asia (July 
2009), a tax magazine published by CCH 
Singapore. 

ABOUT THE AUTHOR

S. Saravana Kumar LL.B(Hons)(London), 
LL.M(Taxation)(LSE), M.Sc (UCL), 
Barrister-at-Law (Inner Temple) is a tax 
lawyer with Lee Hishammuddin Allen & 
Gledhill. Saravana can be contacted at 
tax@lh-ag.com

The thin capitalisation provision was 
inserted via the Finance Act 2009. The 
newly inserted Sec.140A(4) to the Income 
Tax Act 1967 reads: “Where the Director 
General, having regard to the circum-
stances of the case, is of the opinion that 
in the basis period for a year of assessment 
the value or aggregate of all financial 
assistance granted by a person to an 
associated person who is a resident, is 
excessive in relation to the fixed capital of 
such person, any interest, finance charge, 
other consideration payable for or losses 
suf fered in respect of the financial assist-
ance shall, to the extent to which it relates 
to the amount which is excessive, be disal-
lowed as a deduction for the purposes of 
this Act.” 

THIN CAPITALISATION LAW:  WHAT’S GOING ON? 

Interest paid by a Malaysian taxpayer to a non-resident is subject to withholding tax in 
Malaysia. If the IRB decided to disallow the Malaysian taxpayer from claiming deduction for the 
“excessive” interest paid to the non-resident, would the IRB refund the withholding tax on the 

excessive interest portion to the non-resident? 
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Driver of 
growth  

In the last two decades, Public-
Private Partnerships (PPPs) have 
gained popularity with governments 
as a means of procurement of pub-

lic-sector infrastructure, in sectors such 
as water, electricity, roads, airports, rail-
ways, hospitals, schools and social hous-
ing.  Once rare, PPPs are now used as an 
important tool to improve economic com-
petitiveness and infrastructure services. 
But are PPPs the answer to governments’ 
infrastructure funding problems or are 
they only suitable in selected investment 
scenarios?  There are many issues that 
need to be addressed before PPPs can be 

used effectively and efficiently as another 
form of public sector procurement.  Each 
country is different and there cannot be a 
‘one size fits all’ approach to planning and 
designing PPP projects.

WHAT ARE PPPs?

Though there is no widely accepted defi-
nition of PPP, it is generally considered 
as an arrangement between public and 
private sectors to deliver infrastructure 
that is normally provided by the public 
sector. There is usually a clear agreement 
of shared objectives for the delivery of 
these infrastructures.

DEFINING PPPs 
IN POLICY AND LAW

The Government of India defines PPPs 
as: “A partnership between a public sector 
entity (sponsoring authority) and a private 
sector entity (a legal entity in which 51% or 
more of equity is with the private partner/s) 
for the creation and/or management of 
infrastructure for public purpose for a speci-
fied period of time (concession period) on 
commercial terms and in which the pri-
vate partner has been procured through a 
transparent and open procurement system”. 
(Department of Economic Affairs, Ministry 
of Finance, Government of India, 2007). 

ARE PUBLICPRIVATE 

PARTNERSHIPS THE 

PANACEA TO 

GOVERNMENT 

FUNDING 

PROBLEMS?

management+business

HK Yong
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Conventional public procurement

Other commonly cited definitions of PPPs 

include:

(IMF): ‘Public-private partnerships 
(PPPs) refer to arrangements where 
the private sector supplies infrastruc-
ture assets and services that tradi-
tionally have been provided by the 
government.’ (IMF 2004, p4)

are projects that are for services tra-
ditionally provided by the public sec-
tor, combine investment and service 
provision, see significant risks being 
borne by the private sector, and also 
see a major role for the public sec-
tor in either purchasing services or 
bearing substantial risks under the 
project.’ (World Bank 2006, p13)

‘PPPs broadly refer to long-term, con-
tractual partnerships between the 
public and private sector agencies, 
specifically targeted towards financ-
ing, designing, implementing, and 
operating infrastructure facilities and 
services that were traditionally pro-
vided by the public sector.’ (ADB 
2006, p15)
The European Union: ‘A PPP is the trans-
fer to the private sector of investment 
projects that traditionally have been exe-
cuted or financed by the public sector” 
(European Commission 2003, p96).

Many other countires have legally defined 
PPPs in order to be clear which projects 
should fall under contractual relations 
established through PPP arrangement. 
Examples of countries that have sought to 
define PPP arrangements in law, include 
(World Bank, 2006):

that public-private partnership con-
tracts are agreements entered into 
between government or public enti-
ties and private entities that establish 
a legally binding obligation to manage 
(in whole or part) services, under-
takings and activities in the public 
interest where the private sector is 
responsible for financing, investment 
and management.

arrangement made between a state 
authority and a private partner to 
perform functions within the mandate 
of the state authority, and involving 
different combinations of design, con-
struction, operations and finance.

as a contract between a government 
institution and a private party where 
the latter performs an institutional 
function and/or uses state property, 
and where substantial project risks 
are passed to the third party.

Source: ‘Developing India’s Infrastructure 
through Public-Private Partnerships 
– a Resource Guide’, City of London/
Research Republic, 2008

The PPP Unit of Mauritius provided a com-

prehensive definition of PPP, as follows:

It is a contractual agreement between a 
public entity and private entity, whereby 
the private entity performs part of a gov-
ernment organisation‘s service delivery 
functions, and assumes the associated 
risks for a significant period of time.  In 
return, the private entity receives a ben-
efit/financial remuneration according to 

predefined performance criteria, which 
may be derived:

charges

Two points are worth noting: 

-
nerships between the public and pri-
vate sectors. This definition of PPPs 
matters because it distinguishes PPPs 
from outsourcing arrangements and 
privatisations. Viewing PPPs as com-
mercial partnerships rather than as 
purely contractual relationships has 
wide-ranging implications for how 
PPP programmes are designed and 
implemented.

than accessing private capital.  PPPs 
can help governments overcome 
short-term fiscal constraints; but 
their long-term benefits should be the 
delivery of improved infrastructure 
services at lower cost. Getting the 
early design of PPPs right is critical 
to ensure these long-term “value for 
money” benefits are realised. 

Possible reasons for 

governments using PPPs

1)  Bridging government’s 

Funding Gap (eg UK in initial 

years)

2)  Capacity constraints (eg 

Ireland, Middle East)

3)  Benchmarking public sec-

tor to the private sector (eg 

Singapore)

4)  PPP also ensures that cost 

and time overruns are not 

borne by the Government 

– Value for Money (eg UK, 

Australia)

5)  Off Balance Sheet
Years

ayments

Construction
phase

Operation
phase

PPP procurement:
(Risks of cost and time overruns passed to Private Company)

Payment based on usage

Payment based on availability

No payments
until facilities 

ready

Pa

DRIVER OF GROWTH
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DRIVER OF GROWTH

GENERAL 
PRINCIPLES OF PPPs

It is generally accepted that PPPs would 

embody the following principles:

Value-for-money and whole-life costing: 
The principle is that the government 
should seek the best value, and not 
necessarily the lowest initial price. Bid-
comparison is carried out on whole-life 
costs (including maintenance costs). 
The bidders must ensure that their 
costs are the lowest for the whole life 
of the concession, and not just initial 
construction costs;
Risk transfer: Risks inherent in the 
project should be borne by the party 
best capable to manage the risks. 
For example, the party who designed 
and constructed the facilities is made 
responsible for maintaining the facili-
ties, whilst the government bears the 
risks of land acquisition and prices.  
Another good example how the gov-
ernment was protected from the risks 
of cost-overruns is the Spencer Street 
Re-development project in Australia 
in which the private company ended 
up bearing the huge cost-overruns 
without significant consequences to 
the government ; 
Output or performance specifications: 
These performance criteria have to be 
spelt out clearly, and once agreed, the 
private sector should be made respon-
sible for delivering them. Penalties 
are made for non-performances. Fines 
could also be imposed on toll road 
operators for congestions, water oper-
ators for poor quality of potable water 
and IPPs (power plants) for black- 
outs;  
Competition: PPP projects are for 
open competition from all bidders. 
The procedures and bidding proc-
esses are transparent and clearly spelt 
out. Short-listed candidates are given 
invitations to negotiate. A case of “best 
man or best value wins”. Competition 
is meant to induce efficiencies.  In 
some cases where it is not practicable 
to have open competition, artificial 
competition can be induced through 

an independent and strong regula-
tor.  This has been used successfully 
in some countries though finding a 
strong, independent regulator can be 
a real challenge most times; and 
Developed Capital Market: PPP is 
about the mobilisation of private sec-
tor funds and liquidity for national and 
development projects. In order for 
a PPP programme to really take off, 
there must be a mechanism for the 
private sector to leverage its equity 
investment to mobilise more funds for 
these projects.  Ideally, it is the local 
bond market that provides the debt 
financing, and the stock exchange that 
provides the channel for fresh equi-
ties for these projects either through 

IPOs, rights issues or Infrastructure 
Listings.  Without a developed local 
capital market, the rapid progress of 
any PPP programme will be ham-
pered. Generally, it is not prudent to 
borrow in foreign currency to finance 
projects that give revenues in local 
currencies unless this foreign curren-
cy risk is borne by someone else with-
out recourse to the Government. It is 
also risky to borrow short (5-7 years) 
for long-term infrastructure projects.  
Until these issues are addressed sat-
isfactorily, we will continue to see the 
dearth of financial closes on many 
PPP projects.  Whether Islamic or 
conventional financing is used, the 
projects must still be viable.
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Figure: Investment commitment and number of projects (1990-2008)
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DRIVER OF GROWTH

GLOBAL AND 
COMMONWEALTH 

 EXPERIENCES OF PPPs

PPP is a growing trend in the world. 
Countries have adopted it for various 
and usually unique reasons. There were 
US$160 billion of PPP projects for the 
first nine months in 2008. It reached its 
highest level in real terms since 1997, 
with more projects in developing econo-
mies.

There is a huge demand for funding 
of public transportation infrastructure 
projects round the world. It is estimated 
that the total demand is in the region of 
US$3 trillion, with the bulk of it in roads 
and rails which make up about 90% of 

the total. Even if the governments were 
to source 11% of this total requirement 
(in line with some of the developed 
countries), the total amount from the 
private sector would amount to some 
US$330 billion. Most, if not all, of this 
will be sourced via PPP. As an example, 
East Asia alone requires some US$200 
billion annually over the next five years, 
of which 65% will be for new investments 
whilst the balance will be for maintain-
ing existing assets to extend their useful 
lives.   Many of these countries lack the 
public funds to implement many of these 
projects and hence have to rely on funds 
from the private sector.  To facilitate 
this, these countries must have in place 
well-structured and robust PFI frame-

works and guidelines.  Without these, 
countries will not be able to attract much 
private sector financing for most of their 
badly-needed infrastructure projects. 
The global financial crisis has created 
an even greater demand for PPPs as a 
way to accelerate infrastructure develop-
ment.

The figure below presents the overall 
and regional trends in investment com-
mitments from infrastructure projects 
with private sector participation in low 
and middle income countries over the 
period 1990 to 2007. 

Private sector participation in infra-
structure in Commonwealth develop-
ing countries is becoming increasingly 
important. In the 1990s, a total of 314 
projects, with investments valued at 
US$125.3bn reached financial close; 431 
projects with investments of US$109.2bn 
reached financial close between 2000 
and 2007. In particular, from 2005 to 
2007, infrastructure projects with private 
participation in Commonwealth devel-
oping countries represented 37.5% of 
the total number of projects reaching 
financial close and 34.6% of total invest-
ment commitments across all developing 
countries. 

However, the post 2000 years have 
also seen a number of transactions 
in other Commonwealth countries as 
well.

PREREQUISITE OF PPP 
FRAMEWORK

The following prerequisites are required 
for a  PPP programme in a country to 
succeed:
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participation in low and middle income countries 1990-2007
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DRIVER OF GROWTH

The PPP programme needs to incorporate 

at least the following actions:

-
lic sector in identifying, evaluating and 
monitoring PFI projects.  This is done 
mainly through systematic Capacity-
Building processes that include formal 
classroom lectures plus site visits to 
foreign countries which have success-
fully implemented sectoral projects. 
The Commonwealth Secretariat has 
been conducting a series of 10-day 
PPP Leadership workshops for mem-
ber countries, in addition to in-country 
ministerial briefings.  

the contracts to reduce bid costs and 
to ensure consistent approach to risks 
sharing between the public and pri-
vate sectors.  There are already many 
examples of model concession agree-
ments that can be modified to suit 
local conditions
Empowering the regulators who should 
be given the power to check and follow 
through on abuses. The Secretariat’s 
work in member countries has shown 
that any regulatory framework must 
also take into consideration national 
interests whilst having the flexibility 
to be fair to the private sector to ena-
ble them to earn a reasonable rate of 
return for their investments.

Unit) to provide technical and non-
technical support to the various stake-
holders involved in PPPs.  This is to 
pool resources.  The Centre must be 
able to pool the expertise of not only 
financial and legal experts, but also 
the procurement specialists including 
designers, engineers, QS and buyers.  
These procurement specialists should 
preferably include some ‘thinking-out-
of the-box’ types.

With the fundamentals in place, it is just 
a matter of creating awareness amongst 
the public and private sectors on what 
can be done through PPP.  Both the pub-
lic and private sectors must be allowed 
to exercise creativity within a broader 
framework, to propose practicable solu-
tions to some of the infrastructure needs 

of the country.  There are already many 
good case-examples in the world

SUPPORT BY THE 
COMMONWEALTH 

SECRETARIAT

It is recognised that since the political, 
constitutional, legal, economic and social 
circumstances of every country differ, 
there can never be a single blueprint of 
how to make a PPP programme work. 
Each government has to devise their 
own programme to suit local conditions. 
The Secretariat has been very active in 
providing advisory and capacity building 
support to member countries, covering 
the five phases of PPP Implementation, 
namely:

Development of enabling environment

The Secretariat has also helped to 
establish linkages between PPP units in 
member countries, PPP-knowledge organ-
isations and private-sector investors. It 
has established a ‘Pyramid-in-the Valley’ 
Work Exchange Programme whereby 
PPP policymakers and implementers 
from one country are matched with their 
more experienced counterparts in another 

country to gain hands-on experience. To 
link the public and private sectors, the 
Secretariat is creating an internet-based 
platform for countries to put their PPP 
projects to the global investor market.  To 
supplement the training programmes for 
member countries, the Secretariat will 
be publishing a ‘Compendium of Best 
Practices in PPPs’ in November this year, 
before CHOGM in Trinidad.

CONCLUSION

Since the political, constitutional, legal, 
economic and social circumstances of 
every country differ, there can never 
be a single blueprint of how to make a 
PPP programme work. Each government 
has to devise their own programme to 
suit local conditions. However, a national 
PPP Programme should at least embody 
the following four principles of value 
for money, risk-transfer, output specifica-
tions, and competition. Underpinning all 
these must be the political will to ensure 
that any PPP programme is developed 
and implemented with transparency and 
consistency. 

HK Yong is an Adviser (PPP & Corporate 
Governance) with the Commonwealth 
Secretariat, London. He provides advisory 
and capacity-building support on PPP/PFI 
to 53 member countries.
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If it’s doing its job well, the finance team should be 
telling the marketing department things it doesn’t 
already know and helping marketeers to make bet-
ter, fact-based decisions. Marketing spends plenty 

and, if this is done intelligently, it contributes greatly to 
sales and profits. Done ignorantly, it wastes a lot. 

Yet all too often marketing budgets are wasted 
through ignorance. It’s not that marketeers are fools; 
it’s more that the arm’s-length relationship between 
finance and marketing licenses ignorance and waste. 
This simply needn’t happen when both parties could 
spend as little as a day applying the recommendations of 
my new CIMA-commissioned report, ‘Return on ideas’. 

Affordability is the key to intelligent marketing – it’s 
the counterbalance to marketing’s aspirations. It’s also 
where finance should help by telling marketeers what 
is and isn’t cost-effective. While affordability should 
never destroy marketing’s aspirations and creativity, it’s 
good to have a creative tension between affordability 
and aspiration. 

Ignorance about affordability leaves marketeers 
too reliant on aspiration, which leads them to make 
mistakes. Their first error is buying what they think is 
essential data on brand awareness, customer satisfac-
tion and loyalty. Their second is spending time and 
money watching PowerPoint presentations of this data. 
Their third and final error is pursuing aspirational goals 
that are unaffordable. 

management+business

ROBERT SHAW

ON IDEAS”, HIS CIMABACKED REPORT ON HOW MANAGEMENT 

ACCOUNTANTS CAN HELP MARKETEERS TO ADD MORE VALUE.  

finance&marketing
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don their ambitions and ask themselves: 
’So what if we‘re not famous? Is rais-
ing awareness likely to succeed – at an 
affordable cost – and would the benefits 
outweigh this cost?’ 

Customer satisfaction is another aspi-
rational metric. Satisfaction ratings often 
hover around six or seven out of ten. 
Research has found that most products 
and services are intrinsically boring and 
so will never score ten, but aspiration 
can encourage marketeers to chase a top 
rating. Again, this affordability test may 
lead wise marketeers to abandon their 
ambitions and ask themselves: ‘So what if 
all our customers aren’t delighted?’

Customer loyalty is the third iconic 
metric. It’s never high – consumers are 
naturally promiscuous purchasers and in 
some markets their loyalty is really low. 
Aspiration once more leads to macho 
marketing slogans about ‘zero defec-
tions’. Affordability considerations may 
cause intelligent marketeers to focus on 
the cost-effective acquisition of custom-
ers, even though customer retention is 
more fashionable. 

Don’t misunderstand me: market 
research, polls and surveys can some-
times contribute useful data. But that 
should always stand alongside financial 
information about affordability. It should 
not support marketing in the same way 
that a lamp-post supports a drunk. 

Getting the right balance between 
marketing aspiration and affordability is 
a frustrating challenge for many finance 
teams. To help them, the ‘Return on 
ideas’ report contains advice, self-help 
exercises, checklists and case studies 
based on candid research in more than 
100 organisations of all types and sizes. 
The report is prescriptive about what 
constitutes good and bad evidence about 
marketing efficiency and effectiveness, 
enabling managers to decide for them-
selves what is feasible. 

The need for this guidance emerged 
from joint discussions among CIMA, the 
Chartered Institute of Marketing and 
the Direct Marketing Association. The 
members of all three bodies are con-
cerned about the value contributed by 

FINANCE & MARKETING

Certain marketing metrics have had 
iconic, ‘must have’ status conferred on 
them by conference speakers and busi-
ness writers. Marketeers are also under 
great pressure to buy from hundreds 
of research firms and, as a result they 
collect data like Scouts collect badges – 
based on aspirations.

Let’s look at the three common 
‘must have’ metrics and the balancing 
act between aspiration and affordabil-
ity. Brand awareness is ‘top of the pops’ 
among marketeers. Say, for example, that 
50 per cent of the population are aware 
of your company’s brand. Aspiration can 
lead marketeers to chase 60 or even 70 
per cent awareness. But the affordability 
test may lead wise practitioners to aban-

Getting the right balance 
between marketing aspi-
ration and affordability 

is a frustrating challenge 
for many finance teams. 

To help them, the ‘Return 
on ideas’ report contains 

advice, self-help exer-
cises, checklists and case 
studies based on candid 

research in more than 100 
organisations of all types 

and sizes. 
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risk as an innate part of marketing. 
They do not try to force a ‘right every 
time’ philosophy. Instead, they manage 
uncertainty using the best methods 
available. 

A one-day workshop involving finance 
and marketing can achieve a lot of 
progress in this area. By discussing the 
questions listed in the report, participants 
can find out how they can do a better 
job of making marketing more efficient, 
effective and value-adding. In the proc-
ess they will start to speak a common 
language that focuses on performance as 
well as conformance. Holding a follow-up 
session with the managing director or 
business-unit heads can be helpful, too. 
The report sets out department-specific 

questions to be answered by the key play-
ers. A common issue that such discus-
sions can resolve occurs when business 
units hold the marketing purse-strings 
and they use the marketing department 
as an internal service function. All too 
often in such cases, money is squandered 
on vanity projects, whose sole effect is 
the inflation of managerial egos, without 
any sound commercial justification. 

Proposed improvements arising from 
such workshops can be made with imme-
diate benefits. A longer-term programme 
of change may be identified, too, and the 
report contains a ‘roadmap’ to help man-
agers develop this more strategic plan. 

-
efits of:

work harder. 

account for results. 

and its causes. 

harder. 
-

ness while cutting costs. 

job in less time. 

commitments. 

red tape. 

approvals with fewer errors. 

The ‘Return on ideas’ report is 
designed to give practical help to any 
organisation that has to market itself. For 
more information, visit www.return-on-
ideas.com 

Robert Shaw is the founder of Demand 
Chain Partners and honorary professor of 
marketing metrics at Cass Business School, 
City University, London. This article first 
appeared in Financial Management, a 
monthly magazine published by CIMA 
(Chartered Institute of Management 
Accountants) for its members. 

marketing and what constitutes sound 
evidence about its value. Pivotal to this 
is the need to drive productive teamwork 
between the finance and marketing func-
tions. 

Finance and marketing sometimes 
have a disjointed working relationship. 
They often ask different questions and 
they answer them in different languages. 
Finance focuses too much on budgets 
and too little on performance; marketing 
focuses too much on brand awareness 
and too little on sales and profit perform-
ance. Both retreat into their own techni-
cal jargon, each bewildering the other 
and wasting lots of time pursuing irrel-
evant questions. Ultimately, any attempt 
at a meaningful dialogue gets 
derailed. 

The infinity model can 
help put the dialogue back 
on track. We have found that 
the best-performing organisa-
tions have a positive creative 
tension between finance’s rig-
our and marketing’s imagina-
tion. More specifically, this 
involves:

imagination to create val-
ue-adding ideas. 

financial value these ideas 
can contribute.

that it really has been created. 

improve future ideas, predictions 
and results. 

These are actions that any other 
organisation can and should copy. 
Managers can assess their adherence 
to this model by answering the ques-
tions included in the report’s checklists. 
By adopting it, they can significantly 
reduce the failure rate of marketing 
initiatives and associated waste. Waste 
can never be totally eliminated because 
customers are forever changeable and 
are never completely predictable. Good 
senior managers accept uncertainty and 

Finance and market-
ing sometimes have a 

disjointed working rela-
tionship. They often ask 
different questions and 
they answer them in dif-

ferent languages. Finance 
focuses too much on 

budgets and too little on 
performance; market-

ing focuses too much on 
brand awareness and too 
little on sales and profit 

performance. 

Ideas  Action

 IMAGINE  PREDICT  DEMONSTRATE

 value value value

Learn and 
improve

Learn and 
improve

FINANCE & MARKETING
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MAKING

Marketingwork
MAJELLA GOMES PROVIDES A DIFFERENT PERSPECTIVE ON HOW 

ACCOUNTANTS CAN COLLABORATE WITH MARKETEERS TO MAKE THE 

MARKETING FUNCTION MORE EFFECTIVE AND GENERATE REVENUE 

GROWTH, BASED ON CIMA’S RECENT RESEARCH STUDY ‘RETURN ON 

IDEAS’: BETTER RESULTS FROM FINANCE AND MARKETING WORKING 

TOGETHER.

management+business
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MAKING MARKETING WORK

WHAT MAKES 
GOOD MARKETING?

 IMAGINATION
A good marketeer has great imagination 
– the ability to generate new ideas that 
translate into commercial viability, based 
on the positive and negative feedback 
from consumers. Imagination includes 
creativity, and being able to absorb criti-
cism and face rejection. It can be applied 
at three levels: strategic portfolio, value 
proposition and marketing mix.

 ACTIVITY
Marketeers (and management account-
ants, general managers and entrepre-
neurs) need to have activity, manage this 
activity effectively, balance it out with 
available resources, and be constantly on 
the lookout for new value propositions. 
Theirs is a helicopter view; they decide 
where to invest marketing money and 
resources, and thus need to be highly 
imaginative when it comes to strategy.

 DUE DILIGENCE
Due diligence plays a big part. We need 
to know what works and what doesn’t, 
before we attempt to make a prediction or 
launch a new product. The more market 
information you have, the better you will 
be able to align your product or service to 
market requirements. Proper documenta-
tion also figures largely in the marketing 
scheme of things. Always maintain com-
prehensive records of marketing activity. 
Work out how to assign costs to these 
activities, and collect data from customers 
that supports this marketing value. Also, 
gather evidence of how other factors, eg: 
competitors, trends, consumer behaviour 
etc impact on marketing results.

Relook, review and rework marketing 
predictions, and in parallel, collect evidence 
of what works and what doesn’t. Assign 
costs where possible. Risks and uncertainty 
are inevitable, but detrimental impacts of 
these may be mitigated somewhat if you 
can tell where problems may arise. Apply 
risk-reward criteria to assess initial ideas, 
and use market segmentation to categorise 
them and make them more manageable.

Is it possible or practical to create 
a universally applicable marketing 
measurement and evaluation model 
that works for any organisation 

– SMEs, MLEs, MNCs, profit-making 
enterprises as well as non-profit organisa-
tions?

CIMA research found that the best 
working practices had some particular 
characteristics. Among other factors, suc-
cess came from harnessing imagination 
to create value; predicting how much 
financial value these ideas were worth; 
showing that value was created; and 
establishing practices to improve ideas, 
predictions and results.

DIFFERENT 
 PERSPECTIVES

For marketeers, it is imperative to con-
tinually improve methods by developing 
new and better ways of demonstrating 
marketing performance and effective-
ness. For management accountants, it is 
important to understand how marketing 
returns influence contributions. For gen-
eral managers and entrepreneurs, having 
a handle on marketing is as critical as 
good cash flow – they need to know how 
it creates money.

Marketing fundamentals include the 
ability to predict future value, demon-
strate this value, and the imagination 
to bring it all together. But the quest to 

create money from marketing is a team 
effort, and is not the exclusive prov-
ince of the marketing department alone. 
Everyone should work towards creating 
the right conditions for marketing suc-
cess, which include:

 Ideas, predictions and demonstrations 
of value
The right people for the job
Freedom to perform
Rigour in predicting and demonstrat-
ing value

THINGS TO 
REMEMBER

The processes that deliver ideas, predic-
tions and demonstrations of value must 
be aligned with other corporate proc-
esses. Marketing should kick off the 
business planning cycle and ensure this 
alignment. The team that undertakes 
this should comprise of an appropriate 
mix of talents, and not be confined solely 
to marketing. It should include finance, 
sales, customer service, production and 
suppliers.

Ideas and suggestions should be con-
sidered on their own merit, and the team 
talents should be allowed the freedom 
to imagine. Don’t let imperfect data stop 
you from following a lead. Consider ways 
of keeping your team motivated, and 
develop members’ skills in cost-benefit 
analysis of their own ideas.

A GOOD MARKETEER HAS 

GREAT IMAGINATION 

– the ability to generate 

new ideas that translate 

into commercial viability, 

based on the positive and 

negative feedback from 

consumers.
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MAKING MARKETING WORK

EMBRACE 
CHANGE

In today’s dynamic world, the only con-
stant is change. Change is a sign of 
growth, and growth is a sign of life. Many 
well-established brands came close to 
extinction, and had many misses, before 
drastic changes in marketing and reposi-
tioning the brand, helped them find a new 
lease on life. 

Take the iconic Harley-Davidson. For 
the better part of three decades, the 
American company faced an invasion of 
foreign brands. It lost ground but the 
management then denied that a prob-
lem even existed. However, change was 
inevitable, and when that happened, mod-
ern marketing was introduced. New data 
found that Harley customers were very 
loyal, even to the extent of tattooing the 
logo on themselves!

Therefore, the company decided to 
launch a new range of bikes tailored to 
the expectations of their loyal customers. 
In parallel, other branded goods – leather 
jackets, jewellery, cologne, even pyja-
mas, sheets and towels – hit the market. 
The brand grew and the customer base 
expanded to include professionals like 
bankers, lawyers, doctors and entertain-
ers.

When Heinz, one of the largest and 
oldest food companies in the world, ran 
a research programme in 2003, it found 
that customers disliked its new plastic 
tomato ketchup bottle because the last 
of the ketchup couldn’t be accessed, and 
the there was always a mess left around 
the cap. After careful consumer testing, 
the company launched a new top-down 
bottle that was so successful, it ate into 
competitors’ sales.

Heinz and Harley are examples of 
how market research can be used to 
understand customer beliefs about your 
products and services, and how this infor-
mation can be turned into value proposi-
tions with the infusion of imagination, 
creativity, and good, old-fashioned com-
mon sense.

Companies also need to review their 
marketing mix. Today, there is a dizzying 

array of methods to market that were 
never available before. Social networking, 
blogs, search engines, banners, mobile 
texting and e-mail are just some of the 
channels that can reach the market seg-
ment of your choice. Channel monitoring 
will determine which is most effective, 
and marketing resources can be allocated 
accordingly.

PREDICTING 
ACCURATELY

Short of having a crystal ball, the most 
effective way of making predictions is 
through analysis of customer insight and 
feedback, and asking the simple question: 
“Would you buy this?” Very little trumps 
systematic gathering of information when 
it comes to building an accurate picture 
of customers’ likes and dislikes. Also, 
learn from the past. Many patterns in 
the past provide vital clues to the future. 
Prediction is never perfect, but using 
systematic screening and selection meth-
ods for marketing ideas is most likely to 
contribute positive value.

When maintaining records, bear in 
mind that marketing records need to 
be more detailed than that in the main 
accounting systems. Good marketeers 
don’t waste time or money, and avoid 
ideas and activities that waste resources. 
They are able to predict, quite early on, 
the value of the ideas, and can find out 
how customers have responded to mar-
keting activities.

Prediction is not a widely-under-
stood area; the reasons for avoiding it 
are many. The lack of data, uncertainty 
about the future and lack of accuracy of 
previous predictions have all been cited. 
Management accountants are naturally 
cautious and untrusting of predictions. 
This is not surprising, given that in gen-
eral, individuals seldom have the breadth 
and depth of knowledge to predict the 
effectiveness of marketing ideas. A team 
is therefore a prerequisite. A collabora-
tion of marketing and finance at all stages 
of the imagination, prediction and demon-
stration process is ideal.

YES, IT REALLY 
WORKS

People’s convictions about mar-

keting ideas should be based 

on valid evidence. Assumptions 

should be tested; and ideas 

should not be disregarded just 

because the data about them is 

not perfect. Predicting and dem-

onstrating value should be rigor-

ous, and one of the best ways 

is to apply mathematical rigour, 

i.e., all significant marketing ideas 

should be tested by modeling 

their potential financial value. 

Cost-benefit analysis should be 

carried out, and then linked to 

the strategic and operational 

planning processes.

Demonstrating value will 

show how much marketing 

costs, how the firm can cut costs, 

trim waste, and operate more 

effectively on less. It will also 

show the impact on the future 

of the company vis-à-vis financial 

performance. At the end of the 

day, success boils down to the 

freedom to imagine, the process-

es that will bring this imagina-

tion to fruition, and the people 

who will make it happen. 
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The world might be in the econom-
ic doldrums but sentiment in the 
Asian private banking industry 
remains optimistic, especially in 

the light of the new wealth being rapidly 
created in the region, primarily in China. 
The Hong Kong and Singapore markets 
are also quietly confident; M&A here 
are still attractive. In fact, the smaller 
the bank, the more optimistic it seems 
to be. Fifty-one per cent of respond-
ents to KPMG’s latest survey “Hungry 
for More?” considered growth prospects 
“very good,” while only 31% of medium 
and 41% of large banks appeared to think 
so.

Hitherto little-recognised areas are 
emerging too, particularly in Eastern 
Europe – most notably Russia – and 
Latin America. These areas are slow-
ly but surely attracting attention, as 
wealthy individuals start parking funds 
in safe havens of known and trusted 
international financial institutions, both 
on and offshore. In Western Europe, 
the private banking sector is now in the 
crosshairs. That of Spain is a good exam-
ple, with some seeing it as a route into 
Latin America.

North America saw a shift in per-
ception. Previously, many private US 
banks considered being small and local 
an advantage; today, the trend is towards 
larger, consolidated concerns perhaps 
because the smaller banks are feeling the 
competitive squeeze.

THE URGE 
TO MERGE

Private banking is still a highly frag-
mented global sector with a large number 
of small players, but dominated by a 
handful of large powerhouses. Increased 
local and regional competition, changing 
customer needs, the emergence of new 
markets, the constant struggle to main-

tain cost efficiencies, and overall increas-
ing costs of everything are cited as the 
main reasons for merging. Also, talent in 
the industry is scarce, so M&As boost the 
talent pool.

The small banks say that increased 
competition from bigger players is a driv-
ing force; whereas the medium-sized ones 
are largely concerned with the increasing 
volatility of their earnings. Regardless 

Majella Gomes

RECESSIONS COME AND GO, BUT THE APPETITE FOR MERGERS & ACQUISITIONS M&A

REMAINS, ESPECIALLY IN REGIONS WITH GROWING NUMBERS OF AFFLUENT, REVEALS A 

RECENT KPMG INTERNATIONAL SURVEY OF 147 PRIVATE BANKS AND WEALTH MANAGE

The Juggernaut rolls on
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of size, these banks agree that merging 
allows them to penetrate new markets 
and reach a growing number of high 
net worth individuals all over the world, 
and especially in Asia. M&As also drive 
economies of scale.

In 2006 and 2007, regulatory barriers 
and government intervention were two 
factors that were seen to be limiting M&A 
activity. Today, however, these are barely 
mentioned, indicating that the landscape 
has altered somewhat with the financial 
crisis.

THE ROCKY 
ROAD TO M&As

For many companies, acquisitions are a 
growth strategy. When asked what coun-
tries they were looking at vis-à-vis these 
acquisitions, many of them said China, 
with India not far behind. China and India 
apparently have strong capital positions 
and ready access to credit. However, with 
a world currently fettered by financial 
crisis, buyers are ultra-cautious.

The road to acquisition is often a 
long, winding and expensive one. More 
than half of respondents to a 2006 survey 
said that their main obstacle was price, 
which was generally very high in North 
America. In Asia, buyers outnumber sell-
ers, so it is very difficult to acquire com-
panies at an attractive price. It is even 
more so in the Asia-Pacific, where the 
private banking concept is relatively new. 
This has kept valuations high, and disap-
pointed potential acquirers.

There aren’t many attractive M&A tar-
gets either, despite the hunger for acquisi-
tion. Acquirers were wary of supervisory 
or regulatory obstacles in both foreign 
and local markets, legal, and tax barri-
ers. Some were content to wait and see 
how the market or region would develop, 
before putting down their money. There 
is, however, a deeper problem – a general 
lack of understanding of private banking 
as a value proposition. The wealth advi-
sory process for high net worth individu-
als is not segmented from other banking 
services. New, distinct services therefore 
have to be initiated to create a market.

POST-ACQUISITION 
PAINS

Post-M&A, other complexities arise such 
as alignment of business models and har-
monisation of business processes, which 
can affect operational efficiency and value 
if not appropriately handled.

There are instances of client defection 
because they don’t like the merged entity. 
The percentage of an acquired business’s 
client base that is lost within 12 months 
of the acquisition can be significant, esti-
mated at 9% in the Asia-Pacific recently.

The largest cost item for a private 
bank is its staff, and good help is hard 
to find, especially highly-valued client 
relationship managers at the frontline. 
Staff, rattled by uncertainty, may decide 
to leave, or retrenchments resulting from 
the merger may cause a drain on the 
human resource pool, instead of pro-
viding the intended boost. M&As can 
be protracted, complicated propositions, 
but they have to be carried out quickly 
and smoothly without ruffling too many 
feathers, or causing the staff involved to 
be uncomfortable or fear for their jobs. 
These problems can be mitigated by 
starting due diligence early, and ensuring 
that possible clashes of organisational 
culture are kept to a minimum.

Ultimately, what counts is an increase 
in shareholder value. The good news? 
This is the case in the majority of M&As. 
Firms usually set targets for returns on 
investment following an acquisition, the 
aim of which is to increase shareholder 
value. More than 80% of companies which 
had absorbed another company said the 
move had achieved this, with Europe 
showing a higher increase than Asia.

WHAT THE 
FUTURE HOLDS

From past activity, analysts feel that M&As 
will increase as small and medium-sized 
banks are pressured to merge. They see 
this happening domestically first, then 
spreading abroad as momentum grows. 
Acquisitions, even in these financially dif-
ficult times, are worthwhile, they say. As 

economic conditions stabilise, a number of 
strategic or opportunistic acquisitions may 
be undertaken by large, well-funded firms 
who want to capitalise on lower market 
prices and enter new markets, or expand 
their presence in existing ones.

It is no secret that pockets have not 
been so deep in recent years. Resources 
are scarce and margins are under intense 
pressure. While economic uncertainty 
prevails, fewer organisations are willing 
to part with the huge sums that M&As 
entail. The current economic crisis has 
limited the level of M&A activity, but so 
has the lack of attractive acquisition tar-
gets at acceptable prices. While smaller 
private banks are restricted by their lack 
of financial resources, larger firms have 
curtailed their activities because they can’t 
find anything attractive enough. They have 
adopted a wait-and-see attitude, perhaps in 
the hope that straitened financial circum-
stances may bring potentially lucrative 
propositions to the surface. 

Perceptions of potential seem to have 
shifted from West to East. In the 2003-
2006 period, it was observed that mergers 
occurred as some European government-
owned banks shed their wealth manage-
ment arms in order to focus on core 
domestic activities, and withdrew from 
offshore banking operations. Today, the 
countries perceived to offer the most 
growth potential for private banking are 
in Asia – China and India, where develop-
ment is spawning a rising class of affluent.

Comparisons demonstrate a high 
degree of consistency and M&A activity. 
In 2007, 48% of survey respondents said 
they were actively seeking acquisitions in 
the next three years whereas in 2009, 42% 
of respondents said they had made acqui-
sitions in the past two years. However, in 
Asia-Pacific, 65% of respondents did not 
make acquisitions in the preceding two 
years, despite exactly the same propor-
tion stating that they had intended to 
do so. This points to a lack of attractive 
targets in the region, but is no cause for 
pessimism – one in ten survey respond-
ents said that they expect to spend at 
least US$1 billion on acquisitions, over 
the next two years. 

THE JUGGERNAUT ROLLS ON
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T
he global financial crisis highlights 

how businesses of all sizes in all sectors 

should carefully manage their cash flow, 

keep their books up to date, prepare 

budgets and compare actual results against 

budgeted results - things that are essential to 

proper management.

The information these exercises provide puts 

business in the best position to manage their cash 

resources.Cash is fundamental to the operation of 

a business. Even profitable companies can suffer 

if they do not manage their cash flow effectively. 

Maintaining year-long discipline when it comes to 

business processes and strategy will enable small 

and medium enterprises to maintain the neces-

sary levels of cash flow. SME owners can boost the 

performance of their business and avoid end-of-

financial-year compliance stress by taking a few 

simple - and regular - steps.

Tick the right boxes to

ease cash flow
pain 

CAREFUL MANAGEMENT OF CASH 

RESOURCES, PREPARING BUDGETS, KEEPING 

BOOKS AND MAINTAINING DISCIPLINE ARE 

VITAL FOR SMEs.

management+business

CHECKLIST 

CPA Australia has issued a checklist of key 
measures through which SMEs can instil good 
business practices to help boost the bottom line. 
The Small Business Good Practice Checklist 
suggests important ongoing actions that should 
help improve the management of a small busi-
ness. For instance, debtor analysis, accurate 
and consistent data collection and undertaking 
regular reconciliations of bank accounts and 
payroll. 

These activities not only make for better 
management of business but help business-
es comply with regulatory requirements. The 
checklist encourages a degree of ongoing dis-
cipline for greater long-term business benefit. 
What the list does is point out the steps to be 
followed to avoid undue stress at the end of 
the financial year. Importantly, the list should 
be seen as a guide to implementing practices 
to deliver a competitive advantage through 
improved strategy and processes. Regularly 
updating key business information will help 
create the information businesses need to help 
them improve overall performance.
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A few tips that should ensure your 
business is well-run and positioned to 
go where you want to take it include: 

   Analyse your debtors so you can 
chase late payers. You would be 
surprised how many small busi-
nesses do not do this. 

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

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

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

   Use the financial reports that 
good financial management pro-
duces not only to meet your com-
pliance obligations but also ana-
lyse your business and compare 
with the industry you operate in. 

   Prepare a cash flow forecast. In 
these difficult economic times, it 
is important that businesses stay 
on top of their cash flow. Without 
cash, your business will fail. A 
cash flow forecast will give you 
an early indication of whether you 
are heading into difficulty, so you 
can act fast, such as seeing your 
bank. 

   Review the terms of trade you 
have with customers. With cash 
becoming tight and clients tak-
ing longer to pay, it is time to 
review your terms of trade so 
late payment does not get out of 
hand. For example, you could 
incorporate incentives into your 
terms of trade to encourage early 
payment.

TICK THE RIGHT BOXES TO EASE CASH FLOW PAIN

THE CHECKLIST COVERS 
FIVE MAIN AREAS: 

 Regulation, including income tax 
returns, payroll tax as well as 
WorkCover insurance; 

   Financial statements, including 
ensuring all data is entered into 
the financial system for the rele-
vant period, stocktake and debtor 
analysis; 

   Strategic/operational issues 
including, rolling 12-month budg-
eted profit and loss statement, 
rolling 12-month budgeted bal-
ance sheet and a rolling 12-month 
cash flow forecast; 

   Good practice procedures, includ-
ing developing a strategic plan 
and implementing and updating 
policy and procedures such as 
internal controls; and

   Ensuring personal affairs such as 
will and trust arrangements and 
so on, are in order. 

PREPARE A BUDGET 
AND REVIEW IT 

MONTHLY. PREPARING 

AND REVIEWING 
BUDGETS MONTHLY 

ALLOWS YOU TO 
IDENTIFY ISSUES 

EARLY AND RESPOND 

QUICKLY.
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GOOD PRACTICES 

While the current economic situation may be the 
catalyst for many businesses to begin implementing 
these practices, they should in fact be a regular part 
of business no matter what the prevailing economic 
conditions.

Good business practices add value to your busi-
ness. A business that is operating well is more likely to 
be successful, and if sold, done so at a good price.

There is no time like the present to start imple-
menting the practices in this checklist into your 
business. Now is the best time to start implementing 
the practices that will see you through the current 
financial year and beyond.

Possible ways to incorporate the checklist into 
your business practice is to include it as an agenda 
item for your regular meetings with staff and incor-
porate the tasks identified in the checklist into the job 
descriptions of relevant staff. 

This article was contributed by CPA Australia. CPA 
Australia’s checklist can be found at www.cpaaustralia.
com.au 

TICK THE RIGHT BOXES TO EASE CASH FLOW PAIN
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The eyes are the windows to the 
soul. Yet, it is the most vulner-
able and delicate part among our 
senses. Healthy eyes are crucial 

to help retain good and clear vision. 
Nevertheless, in this age of computers, 
televisions, and video technology, our 
eyes are under more strain than ever. 
Cigarette smoke, air pollution, intense 
sunlight and airborne pollen all contribute 
to constant attack on eye health, either 
infection, irritation or eventually result in 
conditions such as cataracts, glaucoma 
and aged related macular diseases. 

In Malaysia, the prevalence of blind-
ness is 0.29%, while that of low vision is 
2.44%. Meanwhile, 39% of blindness is 
caused by cataract, uncorrected refrac-
tive defect accounts for 48%.
Visual impairment in school-age children 
is overwhelmingly caused by myopia, 
particularly high among the Chinese. 
According to the National Eye Database, 
among 10,586 diabetic patients, 36.8% 
whose eyes were examined, had dia-
betic retinopathy, of which 7.1% had 
proliferative diabetic retinopathy.
The average number of cataract surger-
ies performed in a month was about 
1,500 in 2004.
It is estimated the number of glaucoma 
patients will reach 60 million globally 
by 2010, with an anticipated increase to 
almost 80 million by 2020.

COMMON EYE DISEASES 
AND CONDITIONS

CATARACTS

Over half of those over 65 have some cata-
ract development. A cataract is a clouding 
of the lens inside the eye. The light cannot 
pass through the clouded lens to the back 

of the eye causing blurred or dim vision. 
Cataract is a major cause of vision loss 
worldwide but it can be prevented and 
even reversed through nutrition, supple-
mentation and lifestyle changes. 

GLAUCOMA

Glaucoma is the name for a group of eye 
conditions in which the optic nerve (the 
nerve at the back of the eye) is damaged, 
often in association with raised pressure 
within the eye. This leads to a reduction in 
the field of vision and in the ability to see 
clearly. In most cases glaucoma sufferers 
will experience no symptoms until signifi-
cant damage has occurred. 

AGE-RELATED MACULAR 

DEGENERATION (AMD)

AMD is the leading cause of vision loss, 
affecting mostly people over the age of 
50. It occurs when the delicate cells of the 
macula become damaged and stop work-
ing. Macula is the small, central part of 
the retina responsible for the centre of our 
field of vision.

DIABETES RETINOPATHY

Diabetes retinopathy occurs when the tiny 
blood vessels inside the retina at the back 
of the eye are damaged, caused by diabe-
tes. It is a potentially blinding complication 
of diabetes. It is an ocular manifestation of 
systemic disease which affects up to 80% 
of all patients who have had diabetes for 
20 years or more.

TIRED EYES OR EYE STRAIN

Eye discomfort occurs when eyes are 
tired after doing a particular task for a pro-
longed period, such as reading, frequent 
computer or television use. It causes a 
dull, aching sensation around and behind 
the eyes that can progress into a general-
ised headache.

It is crucial to look after our eyes to 
prevent our vision from deteriorating and 
the development of eye diseases. In fact, 
nutritional support and lifestyle changes 
can dramatically improve and help in all 
these eye diseases and conditions.

THE SECRET NUTRIENTS 
TO HEALTHY EYES 

Eye health should not be taken for grant-
ed. Whether treating or preventing an 
eye condition, nature provides us with the 
necessary tools, such as anthocyanosides 
and carotenoids to promote healthy vision 
and prolong eye health. 

BILBERRY 5, 6

Bilberry has been used over many 
years as an eye remedy in Europe. The 
beneficial effects of bilberry are con-
tributed by anthocyanosides, flavonoid 
compounds that give the fruit its color. 
Anthocyanosides help accelerate the 
replenishing of rhodopsin, the purple pig-
ment in eye rods which is required for 
night vision. Anthocyanosides safeguard 
the blood supply to the eyes, strengthen-
ing capillaries and help to prevent damage 
to the retina. This nutrient may especially 
benefit individuals with macular degenera-
tion, cataracts, diabetic retinopathy, and 
night blindness.

MARIGOLD EXTRACT (LUTEIN) 7, 8

Lutein is the only carotenoid found both in 
the lens of the eye and in the macula, the 
most sensitive and dense nerve network 
of the retina. Lutein has been found to 
neutralise free radicals from ultraviolet 
light. Epidemiological data suggest that an 
increased intake of a lutein-rich diet corre-
lates with a diminished risk of age-related 
macular degeneration, a major cause of 
impaired vision in the elderly. Studies also 

Keep your eyes 

Sharp and Strong

advertorial
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indicate that high levels of lutein may decrease the incidence 
of cataracts, diminish complaints of glare, and provide better 
colour vision and more critical acuity.

EYEBRIGHT 9

Eyebright is a wild plant native to Europe. The name of eye-
bright is thought to have come from its use as a traditional folk 
remedy for eye irritation and infection. The eyebright plant 
was considered to be a natural curative for eye problems such 
as conjunctivitis www.wisegeek.com/what-is-conjunctivitis.
htm”, blepharitis www.wisegeek.com/what-is-blepharitis.htm”, 
dry eye and sties. It is specially used to treat poor vision, eye 
strain, eye infections, sensitivity to light and eye ulcers.

TOMATO EXTRACT 10

Tomato is the richest source of lycopene. Lycopene is a fat-sol-
uble, non-provitamin A carotenoid that gives the red colour to 
tomatoes. Lycopene is a powerful antioxidant and its activity 
is nearly twice as great as beta-carotene. Epidemiological evi-
dence generally suggests that higher intake of tomato-based 
products reduce the risk of developing cataracts and macular 
degeneration. Apart from that, lycopene also helps reduce the 
risk of suffering from cardiovascular diseases.

Our eyes rely on the nutrients that we consume. The time 
when the diet can affect the health of the eye is when we are 
young. Once serious eye problems start to develop, nutrition 
only helps marginally. So, start young before it is too late. 

REFERENCES:

Report of the National Eye Database. http://www.acrm.org.

pdf” www.acrm.org.my/ned/documents/report/glaucoma.pdf 
-
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cataracts in senescence-accelerated OXYS rats]. Adv Gerontol. 

Vaccinium myrtillus for night vision-A systematic review of pla-

eyes with and without AMD: A case-control study. Invest 

Junghans, Helmut Sies, and Wilhelm Stahl.  Macular Pigments 

Liposomes. Archives of Biochemistry and Biophysics Vol. 391, 

Cohen M. Herb & Natural Supplements: An evidence-based 

This article is contributed by VitaLife. For more  information, 

please contact VitaLife at 03-7725 8881.
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Hot and hectic best describes 
Bangkok; yet despite the 
ominous blast of humid-
ity that welcomes you as 

you exit the airport automatic doors, 
Bangkok remains a recurrent desti-
nation in anyone’s annual vacation. 
Visitors praise its oft-polite people, 
sing praises on the sublime shopping, 
and are often at a loss for words when 
describing the street food fare. There 
are busloads of tourists at every turn, 

and finding that delightful and unique 
Bangkok experience to make it your 
own seems almost impossible.

Still, there are hidden addresses 
and nuggets of surprises that many 
locals know and even fewer tourists get 
to go to. From brief tranquil escapades 
that let you flee, albeit briefly, the fren-
zied traffic to finding your own a-ha 
moments, these are experiences that 
remind you once more why Bangkok 
beckons a return.

HUNTING

Anis Ramli

GO BEYOND BANGKOK’S TOURISTY FARE AND DISCOV

ER A DIFFERENT KIND OF CHARM TO THIS CITY THAT 

CONTINUES TO SURPRISE.

Bangkok’s
Best

lifestyle | TRAVEL
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DANCING FINGERS

It’s amazing how tourists come to Wat Pho 
by the busload yet they can miss the one 
experience that would have made their trip 
spectacular. When everyone else makes a 
beeline for the temple, skip the queue and 
head instead to the College of Traditional 
Medicine, conveniently located on the 
temple grounds. The school runs short 
and long-term courses on Thai massage, 
reflexology and the ancient art of healing, 
including nail art. The courses are popular 
with both locals and visitors, and here’s 
where they benefit you.

If you don’t mind being guinea pigs 
for the students – they do, after all, need 
live subjects to practice – there’s no other 
place in town where you’ll get better rates 
than here for a massage. Whether it’s the 
yogic-style movement of the traditional 
Thai massage or one with a hot herbal 
compress, prices are at least 30 per cent 
cheaper. The school sits at the eastern 
end of the temple grounds; customers 
wait on rows of benches. One caveat: 
sheets are not changed after each client 
but make a request and they might just 
indulge you.

OUTLET FINDS 

With a legacy that would leave even Elvis 
envious, Thailand’s legendary silk king, 
Jim Thompson, is even more popular in 
death than when alive. Thompson single-
handedly put Thai silk on the global 
fashion map, and today, the brand is 
synonymous with exquisite Thai silks 
known both for its quality and design. 
The brand has, over the years, expand-
ed its collection to include handbags, 
clothes, lounge wear, and even homeware 
and fabric design. While the downtown 
stores are easily accessible, fans know 
that the Jim Thompson Factory Outlet 

HUNTING BANGKOK’S BEST
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(www.jimthompson.com) at the edge of 
Sukhumvit Road offers great discounts 
for bulk buying. Four floors house eve-
rything from spools of fabric displayed in 
neat rows to fashionwear for ladies, men 
and kids. Prices are cheaper by 30 per 
cent than those in town; more if the item’s 
on sale or a couple of seasons old. Best 
of all, the outlet offers shipping service 
on site in case your buying spree eats 
into your airline luggage allowance. A 
similar outlet is in Surawong. Taxis may 
not know the way, but the outlet staff are 
more than happy to give them directions 
if you call ahead. 

DARK PLEASURES 

You may not immediately associate 
Bangkok with chocolates, but there it 
is – a Belgian chocolate factory right in 
the middle of town. Founded by Belgian 
chocolatier Jean-Louis Graindorge who 
came to Thailand in 1993, Duc de Praslin 
(www.gallothai.com) could have easily 
turned itself into another tourist attrac-
tion, yet it remains unassuming and mod-
est, preferring to focus on churning out 
fabulous truffles and chocolate creations. 

The factory itself is so secluded you 
need to have patience to hunt it down. 
But the trip is worth it. You can tour the 
chocolate facility, meet the chocolatiers, 

and enjoy an array of luscious hand-
crafted chocolates and a spicy Aztec hot 
chocolate made from a traditional recipe 
at the on-site café. Duc de Praslin recent-
ly opened a stand-alone café downtown 
where guests can enjoy afternoon teas 
and chocolate fondue with a selection of 
fruits; but you won’t get to buy chocolates 
at wholesale prices.

RIVER RESPITE 

Any local worth his salt knows that to 
escape Bangkok’s notorious pace, make 
for the river. But leave the Chao Phraya 
cruises for the tourists. Instead, make 
your river sojourn count by mixing it 
with a waterfront dining experience. Hop 
on The Peninsula Bangkok hotel’s free 
cross river boat from Saphan Taksin BTS 
to the Thiptara Thai Restaurant (www.
peninsula.com/bangkok). Watch the 
river come to life as you dine in a Thai 
sala (traditional, open-air teak structure) 
surrounded by lotus ponds and goldfish 
pools. Discover local favourites such as 
som tum (papaya salad) and gai hor bai-
toey (pandan chicken). Wash it all down 
with the pollamai nampeung, a Thai des-
sert for two made of honey-roasted local 
fruits rounded off with just the right hint 
of chili and Madagascan vanilla served 
with a refreshing lemon sorbet. 

OLD WORLD CHARM 

From the teakwood-framed beds to 
the salvaged Burmese coloured glass 
screens, Bangkok’s first true B&B, the 
Old Bangkok Inn, is permeated with 
Old Siam (www.oldbangkokinn.com). 
The 10 individually-styled rooms are 
charming and precious, but it’s the 
globe-trotter owner’s warm hospital-
ity that makes a stay here unforgettable. 
Nantiya Tuliyanont welcomes guests with 
home-brewed lemongrass drinks then 
personally serves breakfast the next day 
– homemade rice flour cakes made the 
traditional way over a charcoal stove. The 
Rose Room has a hand-painted tub in an 
outdoor garden, and each room has its 
own range of Thai-style bath amenities, 
like lemongrass shower gel and rice body 
lotion. But a throwback hotel this is not. 
Rooms have sensors that automatically 
shut down lights and appliances when 
guests leave their rooms, and solar-pow-
ered heaters ensure the inn stays green. 
Furthering their sense of social responsi-
bility, the owners also support four local 
charities, encouraging guests to make a 
contribution that the owners match dollar 
for dollar. 

HUNTING BANGKOK’S BEST
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THE ATHENAEUM 
HOTEL, LONDON

Aesthetically, the eight-storey wall echoes 
Green Park just opposite the road where 
the hotel’s located. But press the staff for 
a more definitive answer to the vertical 
garden’s existence and the honest answer 
is: “For fun”. The anti-gravity garden has 
been the talk of the town since it was 
erected, and is the tallest in Britain. The 
‘forest’ is composed of 12,000 plants of 
260 species, and while not all of the plants 
are indigenous to the UK, the species 
were specially chosen for their climate 
– a key factor in keeping the green walls 
alive. The green-fingered may easily rec-
ognise the various fuchsias, aspidistras, 

ferns and Angel’s Fishing Rod planted on 
the wall. For the rest of us, the wall sim-
ply makes for a pretty picture postcard 
worthy to write home about.

CAIXAFORUM, 
MADRID

The Social and Cultural centre of “la Caixa” 
Foundation is Madrid’s new address for 
the arts. Located on the famous Paseo del 
Prado, the building is a prime example 
of intelligent restoration and expansion 
of what was formerly an unspectacular 
urban structure. Swiss architects Herzog 
& de Meuron re-injected life into the area, 
transforming the old Central Eléctrica 
del Mediodía power plant into one of 

Madrid’s most recognisable landmarks. 
While the seven-floor, brick and cast 
iron building holds art exhibitions, film 
screenings, concerts and conferences, 
the CaixaForum has become an urban 
magnet attracting not only the art lovers 
but all people of Madrid and from outside. 
The collection of structures seemingly 
detached from the ground in apparent 
defiance of the laws of gravity and its 
open public space draw the crowds, in 
particular, the vertical garden. Forming 
an impressive natural tapestry made up 
of 15,000 plants of 250 different species, it 
offers a surprising, multi-coloured ‘living 
painting’ that, in addition to being visually 
attractive, provides respite for urbanites 
looking for peace and solitude.

Green urban public spaces are almost a misnomer. In many of 

the world’s concrete jungles, an Edenic escape almost often 

leads you to bland parks and public gardens. 

But bless the new breed of forward thinking designers – and 

some good greenhouse cheerleading – cities worldwide are dis-

covering how nature and architecture can actually merge. From 

sky-high rooftop gardens to vertical living walls, the public is 

treated to a host of green sculptures without sacrificing architec-

tural merits. Take your pick of lofty ideas from malls to museums 

and music halls.

patch
PEACE AND SOLITUDE IN PARKS 

AND GARDENS? THAT IS OH, 

SO YESTERDAY!

escape
lifestyle | TRENDS
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CAFÉ TRUSSARDI, 
MILAN

Half of Trussardi is made up of a huge 
glass cube jutting into via San Dalmazio, 
ensuring that if you’re here to be seen, you 
will be. This fashion café is within a design-
er bag’s throw away of Teatro alla Scala, 
Milan’s world-reknowned opera house. The 
elegant contemporary design has become a 
favourite lunch spot for locals and visitors 
alike. Many swear on the café’s elegantly 
brewed espresso and the juicy Aberdeen 
Angus burgers. Book a seat within the 
crystal veranda, where a vertical garden by 
French landscape architect, Patrick Blanc, 
hangs over. The 100 square metres of sus-
pended greenery goes by the name of 
‘The Unexpected Garden’ and is more than 
merely a gimmick. It helps filter the air sur-
rounding the café and keeps the café cool 
when warm and vice versa. 
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ESCAPE PATCH

THE NATIONAL 
CHIANG KAI-SHEK 
CULTURAL CENTER, 
TAIWAN

Located in the Boai District in central 
Taipei, the National Chiang Kai-Shek 
Cultural Center (or TPAC, Taiwan 
Performing Arts Center) features the 
traditional Chinese palace structure. The 
gold roofs, overturned edges, Chinese 
red colonnades and colorful arches dem-
onstrate the elegance of a bygone era. 
On the occasion of TPAC’s 20th birthday 
ceremony, a vegetal wall was constructed 
in the National Concert Hall. Called ‘The 
Green Symphony’, the design engages 
visitors and audiences who visit the cen-
tre in ecological art. Believing that plants 
make people relaxed just like music does, 
the wall is an inspiring corner of 4,153 
commonly-seen plants in Taiwan.

ACROS FUKUOKA, 
FUKUOKA

Reaching up to 60 meters above the 
ground, the garden terraces of  Fukuoka 
contains some 35,000 plants representing 
76 species and was created to preserve 
Taiwan’s continuously disappearing green 
space as much as possible, while still fit-
ting in a large office building. Designed 
by Argentinean architects Emilio Ambasz 
& Associates, the green roof supports the 
life of insects and birds while helping to 
keep the building’s temperature constant, 
thus minimising power consumption. The 
building itself hosts a number of offices, 
retail space, a theatre and a museum. A 
huge semicircular atrium and a triangular 
lobby provide contrast to the terraced 
greenery that also provides an unparal-
leled view of the bay area. 

SIAM PARAGON, 
BANGKOK

Livening up the monotonous look of malls, 
Siam Paragon has planted pretty fern 
plants and grasses strategically located 
along the walls of its interior. The artistic 
wall dresses up the grey-washed walls of 
the mall, adding a rich texture of green 
palette in this hot, sunny country. Created 
once again by Patrick Blanc, the botanist 
turned artist, the lush installation uses a 
growth technique involving the use of a 
system of slats on the sides of buildings. 
This eradicates the need for soil and 
allows the plants to be light enough to 
grow on any surface. 

 PIX CREDIT: XU, BIN  PIX CREDIT: PATRICK BLANC  PIX CREDIT: HIROMI WATANABE
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Sartorial Savviness

WHEN IT COMES TO BUILDING YOUR BASIC WARDROBE, START 

SIMPLE. WHILE CLASSICS NEVER GO OUT OF FASHION, STYLE AND 

COLOUR HAVE INJECTED SOME SURPRISES IN THIS DEPARTMENT.

1. CASUAL AFFAIR
Go wild and get every 

colour shirt you can 

afford. Yes, even pink. 

Have at least five qual-

ity white shirts – they 

look good on just about 

everybody – so you will 

always have a shirt to 

fall back on if you’re not 

in the mood for colour. 

Stripes are in trend now, 

and they work well 

with a casual jacket and 

jeans for after work. 

2. ON HOLD
Men’s briefcases have 

gone up a couple of 

notches in style. While 

hard cases are ‘safe’, 

newer styles, such as 

the messenger bag, 

have been accepted 

style. If a man has to 

carry files and other 

documents, this is an 

essential.

2

1

2

lifestyle | TRENDS
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3. CUFF DADDY
Don’t underestimate the 

power of cuffs. They can 

turn around the mun-

dane wear into marve-

lous style in an instant. 

Pair cuffed shirts with 

dress pants. Or wear 

them with jeans. When 

it comes to buying cuf-

flinks, avoid novelties 

such as dice or Batman 

logo. Cufflinks should 

add polish to your attire, 

not inelegance. 

4. SOLED OUT
Great shoes are the cor-

nerstone of any ward-

robe and should not 

be overlooked. Classic 

wingtips, black Oxfords, 

and lace-up cap toes 

are a few of the essen-

tials that work for the 

office. Make a beeline 

for black, the universal 

colour that can do you 

no wrong.

5. BUTTON UP
For the best investment, 

get a navy or gray suit. 

The classic colours can 

be dressed up or down. 

After hours, you can 

don the blazer over 

jeans or khakis for the 

weekends. Opt for sin-

gle-breasted. Very few 

men can actually pull 

of the double-breasted 

look without looking 

stodgy.

6. UP IN KNOTS
Solid ties are easy and 

versatile. But to rev up 

a monotonous look, get 

a couple of striped ties. 

Coloured detail cuts a 

dashing figure for a look 

that spells ‘contempo-

rary’.

6

4

5

SARTORIAL SAVVINESS

3
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SARTORIAL SAVVINESS

8. GET SPORTY
Even if you’re the potato couch 

type, getting a pair of sneakers is 

great for those lazy Sundays and 

dashing out to a 24-hour conven-

ience store for a snack at half time.

7. LOOPS AND HOLES
Belts nowadays do more than keeping men’s 

pants from falling down. A belt today is both an 

accessory and a fashion statement. That’s not to 

say you can flash the snakeskin style. Belts in dark 

colours are best but play around with various fin-

ishes, such as matte and shiny, and texture. Also, 

unless you’re entering a rodeo, best to keep bulky 

belt buckles at home. 

7

8
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technology

Simply put, cloud computing is a 
way of outsourcing a company’s 
software applications and comput-
ing infrastructure to third-party 

vendors. It includes software as a serv-
ice (SaaS) and hardware as a service 
where applications is stored remotely and 
server capacity is ordered on demand 
and delivered via the Internet. Data and 
services can then be accessed from any 
computer, regardless of location or oper-
ating system. All you need is an Internet 
connection.

Before becoming the buzzword du 
jour, the cloud lived a quiet existence 
as one of the oldest pieces of computer 
jargon. For decades, engineers used to 
draw them in schematic diagrammes 
depicting known network connections 
with those of lesser-known origins, often 
symbolising them with an amorphous 
shape: a cloud.

By the 1990s, the cloud had become 
the metaphor for all things Internet and 
in the last decade, as Google and other 
Internet companies created software that 
could run simultaneously on multiple 
servers, the cloud took on new meaning. 

Estimates on the market vary. 
Research firm IDC predicts cloud com-
puting will reach US$42 billion in 2012. 
Gartner Inc. projects worldwide cloud-
services revenue will rise 21.3% in 2009 to 
US$56.3 billion. Merrill Lynch last year 
estimated cloud-computing revenues 
would reach US$160 billion in 2011. 

 In a recent IDC survey conducted 
with 696 IT executives and CIOs across 
Asia/Pacific excluding Japan (APEJ) to 
gather their views, understanding, as well 
as current usage and planned usage of 
cloud computing, it was revealed that 
11% of the respondents are already using 
cloud-based solutions. 

WHAT’S THE BUZZ ON CLOUD 

COMPUTING? AND WHAT DOES IT 

MEAN FOR YOUR BUSINESS?

Ng Poh Ling

Goingto

Most people engage 

in cloud computing 

without even realising 

it. At its simplest, it 

includes such ubiquitous 

applications as Hotmail, 

YouTube, Google Docs 

and Flickr. Some of 

the industry bigwigs 

in cloud computing 

include Google, Amazon, 

Microsoft, IBM 

and Dell.

theclouds



NOVEMBER 2009 |  ACCOUNTANTS  TODAY      61     

GOING TO THE CLOUDS

 A further 41% of the respondents 
indicated that they are either evaluating 
cloud solutions for use in their business-
es, or already piloting cloud solutions. 
When asked about their opinion of the 
current state of cloud computing, 17% of 
the respondents stated that although it 
remained promising, there are currently 
not enough services available to make 
cloud computing compelling.

Cloud computing offers companies, 
especially small and medium-sized busi-
nesses, cost savings, easy access and 
scalability. Since someone else is main-
taining your servers and other compu-
ter infrastructure, you can increase or 
decrease your resources almost instantly, 
without the need to buy and install addi-
tional servers or worry if you’re using 
them to capacity. You don’t need to update 
software or install patches, nor worry 
about viruses or hackers. Your data and 

applications are automatically backed up 
for you, so there’s no need to worry about 
data loss. The economies of scale offered 
by the cloud mean that services can be 
made available at lower prices as well.

 With SaaS, the vendor is licensed to 
provide you with the software that you 
need when you need it. Instead of hav-
ing to maintain costly licenses that may 
exceed the costs of your actual comput-
ing needs, you only pay for what you need 
and for the duration you need it.

 Imagine that all the software you use 
resides in a remote computer that you 
access via the Internet. Instead of opening 
your applications on your local computer, 
you access them through a website. 

 Files on office computers and mobile 
gadgets are automatically synchronised. 
Applications can be accessed anywhere, 
as long as there is an Internet connec-
tion. 

Cloud com-
puting offers 

companies, 
especially small and 
medium-sized busi-
nesses, cost savings, easy 
access and scalability. 
Since someone else is 
maintaining your serv-
ers and other computer 
infrastructure, you can 
increase or decrease your 
resources almost instant-
ly, without the need to 
buy and install additional 
servers or worry if you’re 
using them to capacity.
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Ultimately the cloud offers a company 
more agility where more can be done in 
less time and business needs can be met 
faster.

Despite its many advantages, the 
cloud has garnered fierce opposition 
as well. Power outag-
es, network failures, 
security attacks and 
plain old human error. 
By far one of the most 
important issues to 
consider is the level 
of data security and 
privacy cloud comput-
ing vendors provide. 
When you use a cloud 
computing service, you are limiting 
yourself to the amount of advanced secu-
rity tools that you can put on the system. 
Likewise, you cannot limit the access to 
only internal staff. There are many other 

security tools that cannot be put in place 
in cloud environments, unless the cloud 
environment is specifically designed for 
them, says Ira Winkler, president and 
acting CEO of the Internet Security 
Advisors Group.

Cloud computing puts 
your data outside of your 
organisation. You really 
won’t know who is in the 
cloud computing vendor’s 
data centre, who has access 
to it, and whether they will 
keep it confidential. 

There are other issues 
to consider. You have lit-
tle control over how much 

audit information is collected. For exam-
ple, you likely won’t have access to failed 
log-in attempts, so you cannot proactively 
look for attack reconnaissance. While you 
may maintain ownership of your own data, 

you do not likely own all of the access log 
data. If however you maintained your data 
internally, you would have instant access 
to all of this information.

 Winkler stresses that if you are an 
organisation with a great deal of intellec-
tual property, believe that your data is valu-
able, and intend to implement more than 
basic security measures, you may need 
to maintain your own data infrastructure. 
You can however, review cloud computing 
providers to see if they allow for the imple-
mentation of the security countermeas-
ures you believe are necessary. 

 Ultimately, the company that har-
nesses cloud computing successfully is 
the one that can best decide what data and 
applications work within the company and 
what’s best hosted externally. It’s a fine 
balance between knowing what’s impor-
tant enough to keep within your own grasp 
and what’s best left in the cloud. 

Cloud Tips
  Back up your data, either on a local drive or at 

another cloud storage service.
  Demand control and transparency. Make sure 

a vendor lets you scale services up or down as 
needed, and lets you move your data wherever 
or whenever you want. 

  Ensure errors are reported promptly and thor-
oughly.

  Plan for downtime. Assume you’ll be cut off 
from data and services on the cloud.

  Anticipate how this will affect business and 
have a backup strategy.

  Consider cellular networks. The 3G technol-
ogy offered by wireless carriers allows fast 
data transfers. This can be an alternative or a 
backup in case the main Internet connection 
goes down.

  Make your own private cloud. If you already 
have a sizable IT infrastructure, consider vir-
tualisation, the idea of fooling a computer into 
thinking it is several machines. This gets more 
mileage out of less equipment.

   Source: The Montreal Gazette
 
 
 

Applications can 
be accessed any-
where, as long as 

there is an Internet 
connection.

GOING TO THE CLOUDS
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2009 CALENDAR OF MIA PROFESSIONAL DEVELOPMENT CENTRE (MPDC) TRAINING PROGRAMMES

LOCATION DATE PROGRAMME TITLES SPEAKER VENUE 
Fee 
(RM)

CPE 
Hours

REMARKS

Klang Valley 2 November Module 5: Islamic Economics, Ethics and Governance 
Prof. Dr. Syed Abdul 
Hamid AlJunid

INCEIF, Menara Tun Razak 950 8 HRDF Claimable

3 November 2010 Budget Seminar tba Hilton Petaling Jaya 350 8

3 & 4 Nov Practical Audit Series (Intermediate Level) Ramesh Ruben Istana Hotel KL 800 16

3 & 4 Nov An Entrepreneurial Approach to Credit Management & Debt Recovery Dr. Steven Liew Hilton Petaling Jaya 800 16 HRDF Claimable

3, 4, 10 & 11 
November 

Business Analytics & Reporting KK Tang PentaWise Sdn Bhd 4200 32 HRDF Claimable

4 November Limited Liability Partnership:Its Potential Legal Framework and Impact to Business
Azryain Borhan, 
Billy Kang, Lim Kien 
Chai 

Parkroyal Hotel Kuala 
Lumpur

380 8

4 & 5 Nov Corporate Frauds - Detection and Prevention
Selvarajah 
Jebaretnam

Hilton Petaling Jaya 900 16 HRDF Claimable

6 November
Financial Reporting Environment for Private Entities in Malaysia - Introducing 
Financial Reporting Standards for Small and Medium-Sized Entities (IFRS for SME’s) 
[Issued July 2009]

Danny Tan
Concorde Hotel Kuala 
Lumpur

400 8 HRDF Claimable

9 & 10 Nov Commercial Application of Malaysian Company Law Dr. Aishah Concorde Hotel KL 1290 16 HRDF Claimable

9 & 10 Nov Transforming the Finance Function for Quality, Efficiency and Growth Ms Suchitra Hilton Petaling Jaya 900 16 HRDF Claimable

9 & 10 Nov Building Financial Models for Decision-Making Bryan Ng Training Choice KL 1100 16 HRDF Claimable

10 November Effective Stock Take Techniques Teo Kim Soon Concorde Hotel KL 400 8 HRDF Claimable

10 & 11 
November 

Better Grammar for Business Writing Dr. Ng Keat Siew
Best Western Premier Seri 
Pacific Kuala Lumpur

800 16 HRDF Claimable

11 November Latest Developments on Transfer Pricing in Malaysia and Tax Cases & Public Rulings Chow Chee Yen Hilton Petaling Jaya 400 8 HRDF Claimable

11 November The Public Practice Forum - Effective Regulation & Sustainable Operation various speakers Parkroyal Kuala Lumpur 400 8

12 November Corporate Governance Guide - Towards Boardroom Excellence,
Lee Min On & Tan 
Kim Chuan

Hilton Petaling Jaya 650 8 SIDC Accredited

12 & 13 
November 

ERM Done Right with Apollo 13: Failure is Not an Option
Steven Lim & 
Eugene Woon

Deloitte Malaysia 1100 16 HRDF Claimable

16 & 17 Nov Financial Essentials for Non-Financial Professionals Yoga Thevan Crystal Crown Hotel PJ 800 16 HRDF Claimable

16 & 17 
November

Financial Instruments : Recognition, Measurement , Disclosure & Presentation  (FRS 
132, FRS 139 & IFRS 7)

Woon Chin Chan & 
Tan Liong Tong

Hilton Petaling Jaya 1000 16 HRDF Claimable

17 & 18 Nov An Entrepreneurial Approach to Credit Management & Debt Recovery Dr. Steven Liew Istana Hotel Kuala Lumpur 800 16 HRDF Claimable

17 & 18 Nov Integrating Financial Data and Reports Presentation for Accountants Kok Yee Lan PentaWise Sdn Bhd 1100 16 HRDF Claimable

17 & 18 Nov IS Auditing- Intermediate Level Suresh D. Gidwani Hilton Petaling Jaya 900 16 HRDF Claimable

17 & 18 Nov Inventory System Appraisal for Cost Rationalisation and Control Teo Kim Soon Concorde Hotel KL 900 16 HRDF Claimable

17 & 18 Nov Mind Mapping for Quick Action KC Liew Concorde Hotel KL 1200 16 HRDF Claimable

18 & 19 Nov Financial Instruments : (FRS 132, FRS 139 & IFRS 7) J. Selvarajah Concorde Hotel KL tba 16 HRDF Claimable

23 & 24 Nov Key Performance Indicators (KPI) and Performance Management Dr. Krishna Concorde Hotel KL 800 16 HRDF Claimable

24 November Corporate Governance Guide - Towards Boardroom Excellence,
Lee Min On & Tan 
Kim Chuan

Istana Hotel Kuala Lumpur 650 8 SIDC Accredited

Northern 
Region 

2 & 3 
November

Financial Essentials for Non-Financial Professionals Yoga Thevan Impiana Casuarina Ipoh 800 16 HRDF Claimable

9 & 10 Nov Mind Mapping for Quick Action KC Liew Star City Alor Setar 1200 16 HRDF Claimable

16 & 17 Nov Business Writing: Write for Results Lum Woon Foong Impiana Casuarina Ipoh 800 16 HRDF Claimable

11 & 12 Nov Building Financial Models for Decision-Making Bryan Ng PSDC Penang 1100 16 HRDF Claimable

19 & 20 Nov Auditor’s Risk Assessment Procedures Janise Lee Traders Hotel Penang 650 16 HRDF Claimable

24 & 25 Nov Optimising Corporate Tax Planning Strategies Sivaram Nagappan Traders Hotel Penang 850 16 HRDF Claimable

Southern 
Region

2 November 2010 Budget Seminar tba Renaissance Melaka Hotel 350 8

3 November 2010 Budget Seminar tba Grand Paragon Hotel JB 350 8
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2009 CALENDAR OF MIA PROFESSIONAL DEVELOPMENT CENTRE (MPDC) TRAINING PROGRAMMES
LOCATION DATE PROGRAMME TITLES SPEAKER VENUE 

Fee 
(RM)

CPE 
Hours

REMARKS

4 November 2010 Budget Seminar tba 
The Royale Bintang Hotel 
& Spa Seremban 

350 8

11 & 12 Nov Practical Accounting Principles & Practices Kenneth Tam Grand Paragon Hotel JB 900 16 HRDF Claimable

18 & 19 Nov Tax Planning for Employers and HR Managers Krishnan KSM Mutiara Hotel Johor Bahru 800 16 HRDF Claimable

23 & 24 Nov Forensic Accounting and Investigation - Intermediate Suresh D. Gidwani Puteri Pacific Johor Bahru 800 16 HRDF Claimable

East Coast 1 November 2010 Budget Seminar tba 
Grand Riverview Hotel 
Kota Bahru 

350 8

2 November 2010 Budget Seminar tba 
Hotel Grand Continental 
Kuala Terengganu 

350 8

3 November 2010 Budget Seminar tba M. S. Garden Hotel Kuantan 350 8

9 & 10 Nov Public Practice Programme various M. S. Garden Hotel Kuantan 850 16

East 
Malaysia 

2 November 2010 Budget Seminar tba Sabah Hotel Sandakan 350 8

2 November 2010 Budget Seminar tba Imperial Hotel Miri 350 8

3 November 2010 Budget Seminar tba Parkcity Everly Hotel Bintulu 350 8

9 & 10 Nov Implementing Quality Control - Incorporating ISQC 1 & Practice Review Findings Ng Chee Hoong Hyatt Regency Kinabalu 650 16

9 & 10 Nov Practical Auditing Tong Seuk Ying Hilton Kuching 750 16

16 November Latest Developments on Transfer Pricing in Malaysia and Tax Cases & Public Rulings Chow Chee Yen Pacific Sutera Kota Kinabalu 400 8 HRDF Claimable

17 November Latest Developments on Transfer Pricing in Malaysia and Tax Cases & Public Rulings Chow Chee Yen Hilton Kuching 400 8 HRDF Claimable

18 & 19 Nov Fundamental of Budgeting and Cash Flow Forecasting Kenneth Tham Pacific Sutera Kota Kinabalu 900 16 HRDF Claimable

30 Nov & 
1 Dec

Preparing for Convergence: Understanding International Financial Reporting 
Standards and International Auditing Standards

Danny Tan
Belmont Marco Polo Hotel 
Tawau

850 16
SMIDEC 
Claimable

LOCATION DATE PROGRAMME TITLES SPEAKER VENUE 
Fee 
(RM)

CPE 
Hours

REMARKS

Klang Valley 19 & 20 Nov Microsoft Word 2003 (Advanced) tba PentaWise Sdn Bhd 250 16

2 November Microsoft PowerPoint 2003 (Fundamental & Intermediate) tba PentaWise Sdn Bhd 150 8

30 November Microsoft PowerPoint 2003 (Advanced) tba PentaWise Sdn Bhd 170 8

3 & 4 Nov Microsoft Access 2003 (Fundamental & Intermediate) tba PentaWise Sdn Bhd 410 16

5 & 6 Nov Microsoft Outlook 2003 (Fundamental & Intermediate)

3 & 4 Nov Microsoft Frontpage 2003 (Fundamental & Intermediate)

10 & 11 Nov Microsoft Excel 2003 (Fundamental & Intermediate) tba PentaWise Sdn Bhd 250 16

23 & 24 Nov Microsoft Excel 2003 (Advanced) tba PentaWise Sdn Bhd 300 16

9 November Analysing Financial Data with MS Excel Chan Phooi Lai PentaWise Sdn Bhd 500 8

12 & 13 Nov Tasks Automation using MS Excel Macro/VBA Chan Phooi Lai PentaWise Sdn Bhd 800 16

17 November Expanding MS Excel Charts Chan Phooi Lai PentaWise Sdn Bhd 350 8

25 & 26 Nov Microsoft Excel Functions and Formulas Chan Phooi Lai PentaWise Sdn Bhd 800 16

16 November Financial Data Management with PivotTables Chan Phooi Lai PentaWise Sdn Bhd 400 8

FOR FURTHER INFORMATION PLEASE MAIL, FAX OR E-MAIL TO:

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


