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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  

LETTERS TO THE EDITOR ///// 

editor’s note

There’s been a lot of talk lately about 
how the whole world is going 
through a painful transition – from 
the Information Age to the Digital 

Age. Unfortunately, many aren’t prepared 
for the change, and may still be stuck in 
blue-collar and white-collar professions that 
offer scanty value-add for the industries of 
the new millennium. The lack of fit-for-pur-
pose skills goes a long way towards explain-
ing high unemployment rates in developed 
nations. 

Locally, there is a push for transformation 
too spearheaded by the New Economic 
Model, emphasizing innovation and creativ-
ity even if many Malaysians aren’t ready for 
this necessary upskilling. However, there 
is a key trend that may not have been 
taken sufficiently into account in planning 
for the future – the graying of the popula-
tion. While Malaysia is not yet an ageing 
society – the benchmark being 10 per cent 
of the population aged 65 and above – we 
are getting there faster than previously 
projected. People aged 45 to 65 years will 
make up about 5.4% of the population by 
2050, which means our society is shifting 
demographically. It is this shift that calls for 
transformation, a radical overhaul of exist-
ing conditions. Malaysia must recognize 
that an ageing population means dwindling 
human resources, and with that comes 

economic slowdown, depletion of human 
capital, and greater dependency on social 
safety nets. Our cover story in this issue 
takes a look at the challenges of ageing, and 
how the economy and society needs to be 
restructured to deal with these concerns.

Elsewhere, we cover unusual prescriptions 
for corporate governance reform in an 
interview with Jules Muis, alumnus of the 
European Central Bank and Ernst & Young. 
And we explore the reasons behind the 
Asian ascent – Asia is rightfully becoming a 
global powerhouse and we need to position 
ourselves to take full advantage of our mem-
bership in this dynamic continent as well as 
our ties to China, now the world’s second 
largest economy and a force that’s changing 
the global social and economic balance. 

Last but not least, take a trip down memory 
lane in Ipoh, home of white coffee and deca-
dent char kuey teow. Just two hours away 
from KL, Ipoh is a lovely weekend getaway 
from the urban hustle and bustle.

Wishing all our Muslim readers Selamat 
Berpuasa and Selamat Hari Raya Aidilfitri.      

EDITOR

Preparing for an 
Ageing Population

Malaysia must 
recognize that an 
ageing population 
means dwindling human 
resources, and with 
that comes economic 
slowdown, depletion 
of human capital, and 
greater dependency on 
social safety nets.
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hen Benjamin Franklin said, “Wish 
not so much to live long, as to live 
well,” the average person could prob-
ably expect to live beyond 50. Today, 

international averages are rising. Americans can 
look forward to still being around at 70. Japanese 
men can expect to live to 82; Japanese women, 
even longer. In Malaysia, it’s 74 and 76 for men 
and women respectively. 

These numbers mean that roughly by 2035, 
all developed countries will be ageing countries. 
While better healthcare and technology translate 
into longer life expectancies, the graying of the 
population will pose an added strain on econo-
mies, governments and the social fabric. Living 
longer means more expenses; the older you get, 
the more you’ll need – but your income-generat-
ing capacity will diminish in inverse proportion 
to your age.

Given that Malaysia suffers from high income 
disparity, the elderly at the lower end of the 
income scale could be looking at bleak futures 
if Malaysia doesn’t haul itself out of the middle-
income trap. Economist Dato’ Dr. Zainal Aznam 
Yusof, a Member of the National Economic 
Advisory Council and formerly an Advisor with 
Bank Negara, said at the recent Retirement 
Transformation Conference that Malaysia has 
been in the “Middle Income Trap” for a long 
time. “We have been performing, but are slowing 

down,” he said. “We are not performing well com-
pared to Singapore, and the disparity in incomes 
is widening.” According to him, Malaysia ranks as 
one of the highest income disparity economies in 
Asia. While the service sector is growing, foreign 
investment is declining. Another danger sign is 
poor education: advanced economies character-
istically have higher-skilled human resources, 
which are the result of successful education 
systems producing good teachers. Educationally, 
Malaysia has been underperforming in terms of 
enrolment and output; teachers are not becoming 
better educated.

While Malaysia is not yet an ageing society – 
the benchmark being 10 per cent of the population 
aged 65 and above – we are getting there faster 
than previously projected. People aged 45 to 65 
years will make up about 5.4% of the population by 
2050, which means our society is shifting demo-
graphically. It is this shift that calls for transforma-
tion, which goes beyond mere change. “It’s a radi-
cal overhaul of existing conditions,” said Dato’ Dr. 
Zainal. Malaysia must recognize that an ageing 
population means dwindling human resources, 
and with that comes economic slowdown, deple-
tion of human capital, and greater dependency on 
social safety nets. Another point worth noting is 
that advanced economies depend on human skills; 
thus there is a need to codify the tacit knowledge 
of older workers before they leave the workforce.

cover story

Tackling the
twilight years

Has Malaysia’s New Economic Model taken the imminent challenges 

of a graying population into account? And if the country can’t provide 

a financial and welfare safety net, how should the graying population 

take charge of their financial futures?

Majella Gomes
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TACKLING THE TWILIGHT YEARS

GIVEN THAT MALAYSIA 

SUFFERS FROM HIGH INCOME 

DISPARITY, THE ELDERLY AT 

THE LOWER END OF THE 

INCOME SCALE COULD BE 

LOOKING AT BLEAK FUTURES 

IF MALAYSIA DOESN’T HAUL 

ITSELF OUT OF THE MIDDLE

INCOME TRAP. 
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FORMULATING A RETIREMENT STRATEGY

Ideally, we should target reaching high-
income status before a large segment of 
the population becomes too old to enjoy 
it. But at the rate we are progressing – 
the non-performance of the education 
system is a telling indicator – we will not 
be able to achieve it if a major overhaul of 
existing conditions does not take place. 
“Senior citizens are still productive, capa-
ble, knowledgeable – and their expertise 
is still needed,” Dato’ Dr. Zainal said. “But 
there is no indication of a clear strategy 
for retirement in Malaysia.”

Currently, civil servants may retire at 55 
or 56 and are entitled to a pension, but there 
is no compulsory retirement age for the pri-
vate sector. But this formal retirement age, 
said Dato’ Yeow Chin Keong, Director of the 
Public Services Department, is instituted so 
that government employees know when 
their period of service is at an end, and that 
they are not obliged to work beyond that 
age. “There is no 
retirement age 
in the country,” 
he reiterated. 
“There is only 
Section 10 of the 
Pensions Act, 
which applies to 
the public sec-
tor.”

One of the 
key issues is 
devising poli-
cies to retain productive human capital 
for as long as possible, or at least to retain 
access to the accumulated knowledge 
held by this particular segment of society. 
At present, there is no comprehensive 
strategy for this area, which suggests 
a lack of attention to an issue which is 
becoming increasingly complicated. The 
talent is still there, but is not being uti-
lised – call it the gray brain drain.

Researchers are of the opinion that 
the problem will be compounded by 
Malaysia being caught in the middle-
income trap. Most people, said Dr. Ong 
Fon Sim, Dean & Professor of Universiti 
Tun Abdul Razak’s Graduate School of 
Business, are financially unprepared for 

old age, and this will be worsened by the 
financial crises that will be suffered by 
Malaysians in future. Furthermore, the 
situation is exacerbated by the lack of a 
national safety and welfare web for the 
elderly. According to Dr. Ong, countries 
which have adequate social security and 
protection are most likely to have sustain-
able economies. There is also evidence 
to show that improved social protection 
helps social cohesion, and can effectively 
address ageing issues.

The possibility of ages rising in inverse 
proportion to financial security begs the 
question of how retirees spend their money 
or allocate their resources. Malaysians are 
not as fortunate as Bruneians, who all get 
state pensions once they reach 60. Many 

in the private sector have only their EPF 
when they retire, and if they were in low-
paying jobs to begin with, this will hardly 
be enough. If they don’t have pensions, 
Malaysians are most likely to fall back on 
their children. Under current employment 
conditions where salaries are among the 
lowest in the region, they are just unable 
to accumulate enough during their pro-
ductive years, to see them comfortably 
through their twilight years.

DEVISING FINANCIAL PROTECTION 

STRATEGIES

Higher education, although it raises pay 
cheques, also delays the onset of produc-
tive earning years. As Malaysia develops, 
more people have access to higher edu-
cation. This means they are entering the 
workforce later (at 22 or 23, as opposed 
to 18 years), and starting EPF contribu-
tions later. Presently, there are about six 
million economically active contributors. 

By 2020, this 
may well dou-
ble – but they’re 
also expected 
to live longer. 
The small sum 
set aside ever y 
month may not 
be enough to see 
them through old 
age. In addition, 
only about 30% of 
the workforce is 

covered by formal protection like EPF. 
Those in the informal sector – like reti-
rees, housewives, casual workers and the 
self-employed – are not included.

Improved coverage will significantly 
help tackle ageing issues. “Mitigation of old-
age poverty has to be integrated into overall 
development strategy. There is a need to 
intensify and expand coverage,” said Dr. 
Ong. She added that the pension system is 
basically a contract for about 50 years, but 
the major challenge facing this is its sustain-
ability and the availability of funds as the 
workforce ages. In addition, more benefi-
ciaries will draw down payments while the 
number of contributors decreases, which is 
the hallmark of an ageing society.

 TACKLING THE TWILIGHT YEARS

THE SMALL SUM SET ASIDE EVERY MONTH MAY NOT BE 

ENOUGH TO SEE THEM THROUGH OLD AGE. IN ADDITION, 

ONLY ABOUT 30% OF THE WORKFORCE IS COVERED BY 

FORMAL PROTECTION LIKE EPF. THOSE IN THE INFORMAL 

SECTOR  LIKE RETIREES, HOUSEWIVES, CASUAL WORKERS 

AND THE SELFEMPLOYED  ARE NOT INCLUDED.
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TACKLING THE TWILIGHT YEARS

On average, an employee can expect 
to have approximately RM121,000 in EPF 
savings upon retirement, but this is not 
enough, considering that more medical 
expenses, for instance, will be incurred 
as a retiree ages. Furthermore, this 
amount will be subject to the vagaries 
of inflation. Older people who have been 
in private-sector employment should 
therefore look for other places to invest 
which will provide better returns, such 
as mutual funds. Government pensions, 
on the other hand, are wage-indexed. As 
and when the public sector gets a raise, 
so do retired civil servants.

“EMPLOYERS WANT THEM BECAUSE THEY ARE GOOD. THIS IS AN INCENTIVE TO WORK 

HARD AND KEEP ABREAST OF INDUSTRIAL DEVELOPMENTS WHILE YOU ARE STILL 

EMPLOYED IN THE PUBLIC SECTOR. RETIREES ARE TREASURIES OF INFORMATION, BUT 

YOU HAVE TO MAKE YOURSELF HEARD  AND YOU WILL BE SET ASIDE IF YOU ARE 

NOT PREPARED TO MAKE THE TRANSITION TO THE PRIVATE SECTOR.”

AGE IS JUST A NUMBER

To make ends meet, retirees are 
encouraged to extend their productive 
years. Already, the PSD’s Post-Service 
Department runs programmes such as 
transition training for retirees to help 
them extend their productivity.

Unsurprisingly – and the shortfalls 
in the current education system are 
responsible for this – there is private-
sector demand for retirees in their 50s 
and 60s because of their tacit informa-
tion and skills from years in government 
service. For example, the demand for 
pharmacists is high, said Dato’ Yeow. 
“Employers want them because they are 
good. This is an incentive to work hard 
and keep abreast of industrial develop-
ments while you are still employed in the 
public sector. Retirees are treasuries of 
information, but you have to make your-
self heard – and you will be set aside if 
you are not prepared to make the transi-
tion to the private sector.”

Besides the years of training, there 
are a myriad reasons for employing reti-
rees. Because they are retired, they are 
relatively free of career ambitions and 
have no qualms about being brutally 
frank. Most are very willing to transfer 
knowledge to colleagues, and work well 
in a team. They may even accept lower 
remuneration because they are already 
drawing a pension – and if their private 
sector employment deal includes medi-
cal care, they have even less to worry 
about.

PRODIGAL HEIRS BURDEN AGEING 

PARENTS

Spendthrift kids could cause retirees 
sleepless nights. Statistics show that peo-
ple aged 61 and above manage their 
finances better than those in other brack-
ets, while younger people are often bailed 
out by their parents, according to Mohd 
Akwal Sultan, CEO of Credit Counselling 
& Debt Management Agency (AKPK). 
About 56% of the people who seek help 
from AKPK are aged 45 to 50. The next 
largest group is made up of 51-55 year 
olds at 27%, while those aged 56-60 con-
stitute around 12%. People aged 61 and 
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TACKLING THE TWILIGHT YEARS

above make up only 5% of those who seek 
help from AKPK. “Sometimes parents 
go bankrupt helping their children who 
have taken loans and cannot repay them,” 
noted Mohd Akwal.

The reasons behind bad financial 
behavior are poor financial planning and 
low financial literacy rates. Parents need 
to inculcate financial education in their 
kids early. Save early and prudently, 
adhere to a budget, and ensure there 
are adequate funds before making a big-
ticket purchase. Don’t fall into the trap 
of using overdrafts to put a downpay-
ment on a car or to go on a holiday. 

Mohd Akwal urged those on the 
verge of retiring to relook at their life-
style and spending patterns. Above all, 
work towards financial literacy for your-
self and your dependents. The last thing 
you want in your old age is children who 
think your net worth is their income!

OLD IS GOLD?

On the upside, the graying segment is 
full of business potential. The average 
person at 60 is still robust and active 
– and a very attractive economic seg-
ment. Many products and services are 
now being targeted at this niche but 
definitely growing market, from health 
supplements to special holiday packag-
es, exclusive insurance policies, luxury 
vehicles and upmarket serviced apart-
ments. Also, demographic changes will 
make retirement a political issue, and it 
is not difficult to see the media becom-
ing a vocal advocate for retirees in the 
near future.

But to avoid the burden of impover-
ished elderly, the country should seri-
ously consider more comprehensive 
retirement education and better finan-
cial planning, which should be imple-
mented at an earlier stage to allow 
people to plan better. Right now, many 
people actually fear retirement, but this 
should not be the end of life as we 
know it. Instead, it should be the start 
of another exciting chapter in life. As 
Abraham Lincoln so aptly put it, “It’s not 
the years in your life that count. It’s the 
life in your years.” 

GRAY IN JAPAN
When the over-65 crowd makes up more than 26% 

of your population, you have no choice but to take 

retirement very seriously. Japan is reputed to have 

the highest percentage of old people in the world, 

and by 2050, the elderly is expected to constitute 

almost 40% of its citizens. Currently, the average 

Japanese lifespan is 87 years; it will touch 90 before 

the decade is out. Even with government moves to 

set 65 years as the official retirement age by 2013, 

about 60% of Japanese feel that they will not have 

enough when they retire.

“Their main concern is medical costs,” said Tadaaki 

Matsuda, Director of Japan’s NGO Council on 

Ageing. On average, the Japanese now spend about 

US$2,000 (MYR6,370) annually on health, but this 

could increase to as much as US$8,000 (MYR25,480) 

every year, as they get older. There is also uncer-

tainty about public pensions. The reality is that a 

retiree will need about US$300,000 (MYR955,500) in 

savings and investments, in addition to a pension, 

to live comfortably. The average salary in Japan is 

about ¥50 (MYR 1.85) million a year but retirees will 

have to live on about ¥30 (MYR 1.11) million a year.

The average salary may be high by Malaysian stand-

ards, but so is the Japanese cost of living. Credit 

cards are not popular because of a 20% debt repay-

ment, Matsuda added. “However, we have found 

that women may be the key to overcoming many of 

the financial difficulties associated with retirement,” 

he said. Since women do the saving in most fami-

lies, women are being encouraged to establish their 

own savings kitty, even if they are going to leave 

the workforce and become housewives. Women are 

being targeted for better financial literacy educa-

tion.

In the meantime, Japan is trying to emphasise a 

holistic approach to successful ageing that encom-

passes the environment, health, job or volunteerism 

after retirement, financial stability, leisure and rec-

reation, and family and human relations.

makes up more than 26%
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STRONG ARGUMENTS ARE BEING MADE ON THE WORLD STAGE THAT 

FINANCIAL RULES AND REGULATIONS NEED AN URGENT MAKEOVER 

TO PREVENT FUTURE MELTDOWNS. JULES MUIS, VETERAN OF THE 

LEADERSHIP ECHELONS OF THE WORLD BANK, THE EUROPEAN 

COMMISSION AND ERNST & YOUNG EXPLAINS THE REFORMS THAT 

HE RECKONS SHOULD BE MADE TO OVERHAUL THE INTERNATIONAL 

FINANCIAL ARCHITECTURE TO PREVENT ANOTHER GLOBAL CRISIS.

� Regulators should provide systemic risk 

assurance statements 

“There will only be a solid international 
financial infrastructure if the securities 
regulators, the central banks, and the 
other financial regulators across the 
globe are willing to provide results-based 
assurance statements on the absence of 
material systemic risks that might impair 
the orderly functioning of the markets. 
They should at least attest - if necessary 
negatively formulated - that they do not 
see or know about any systemic issues 
that may impair the orderly functioning 
of the financial markets. I am not even 
talking about the fair or the efficient func-
tioning here, just the orderly functioning, 
because that was what actually caused 
the chaos. 

“The financial regulators should also 
be held to account if they misrepresent 
a financial situation or stick their heads 
in the sand. That would make them think 
things through much more carefully than 

the open-ended reporting format that 
they have at this particular moment. They 
would have to acknowledge to the world 
what they see and what they don’t see. 

“The issuance of systemic risk assur-
ance statements by regulators would also 
help the private sector, because you can-
not rely solely on the banks and their 

auditors to identify and assess the sys-
temic risk of the magnitude as we have 
seen over the last couple of years.” 

� Provide full-fledged fair value overviews 

“One cannot properly risk-manage or 
make investment decisions on a financial 
institution without knowing its full fair 
value status, even if it is just an approxi-
mation: better to be approximately right 
than precisely wrong. Therefore, espe-
cially financial institutions should provide 
full-fledged fair value overviews—if not in 
their primary financial accounts, then at 
least in the explanatory notes (dual report-
ing). Had financial organizations present-
ed such financial statements, it would 
have put their boards of directors - and 
actually all of us - in a much better position 
to know the institution’s real risk profile, 
as compared to the schizophrenic mixed-
attribute accounting model with piecemeal 
application of fair value, which is what we 
have at this moment.” 

finding the 
balance

governance

The first thing any revamped 
oversight body should do is to 

go through a systemic assurance 
statement as a dry run to explore 

the limits of its oversight ability 
and to manage expectations. This 
will give us an idea of whether 
we indeed have a cohesive new 

architecture, or one similar to the 
old architecture, with only a new 

wrapper around it.” 
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� Dog tag all traded derivatives 

“All traded derivatives should have man-
datory dog tags with a barcode express-
ing and vouching for the risk profile of 
the instrument in reasonably accessible, 
standardized risk language. Preferably, 
this should be supplemented with disclo-
sure of the accounting treatment of the 
seller, as this will help keep them honest 
and will limit retrofitting or rationalizing 
the accounting treatment at one’s con-
venience.” 

“I have been harping on the need for 
mandatory dog-tagging of derivatives for 
at least the last 15 years. Informally, I got 
a lot of positive interest in the idea, but 
absolutely no action. It was too much at 
odds with the prevailing deregulation 
ideology.” 

� Perform a public-sector self-assessment 

“In the public sector, we should per-
form a self-assessment on the question 

FINDING THE BALANCE
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the groundwork for building a modern, inde-

pendent internal directorate general for the 

Commission. Previously, from 1994-2000, he 

was vice - president and controller of the World Bank where he played a lead-

ing role in introducing modern controllership, placing a particular emphasis 

on anti-corruption policies.

In his 2005 publication A Survival Kit for Accountants and Auditors in a Turbo 

Derivative World, Muis predicted the breakdown of the financial systems. In 

the wake of the financial crisis he has been expert witness for the US Treasury 

Department and the Dutch Parliamentary Investigatory Committee. In 2009 

he became the chair of the Oversight Committee of a European accountancy 

education quality enhancement project called “Common Content”. In March 

2010, Jules joined the Audit Committee of the International Criminal Court 

(ICC) in The Hague as an external member.
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FINDING THE BALANCE

of whether we are just patching up past 
weaknesses based on political opportun-
ism, or introducing substantive financial 
regulatory reform that is ahead of the 
curve. The difference is simply the resid-
ual inherent risk that we need to be aware 
of before we declare victory that this time 
we really have it right. The first thing any 
revamped oversight body should do is to 
go through a systemic assurance state-
ment as a dry run to explore the limits 
of its oversight ability and to manage 
expectations. This will give us an idea of 
whether we indeed have a cohesive new 
architecture, or one similar to the old 
architecture, with only a new wrapper 
around it.” 

� The audit profession should develop its 

potential to give early warning 

“The audit profession should investigate 
its own lack of willingness to point out 
systemic disconnects in the financial sys-
tem early on. The profession needs to 
face its fear of, for example, exception 
reporting, its presence marked by clean 
audit opinions only - even when the finan-
cial world fell apart.”

“Dozens of huge financial institutions 
keeled over without the audit profession 
coming up with anything else besides a 
clean opinion. What does that mean for 
the real value of an audit opinion beyond 
‘better than nothing’ at best; and putting 
those it serves on the wrong foot at 
worst?” 

“I have advocated for years that we 
should take away the clean-opinion toy 
from the audit profession, at least for 
a limited time. Just wean them off the 
addiction. It would be a powerful signal 
that the audit profession understands its 
signaling responsibilities. Auditors would 
then be forced to think carefully about 
the next best option. We probably would 
see - as we should have seen in the past 
- a lot more disclaimers of opinion. A well-
informed and explained disclaimer, or 
even a simple middle paragraph in which 
auditors would indicate they understood 
the stress points in the financial state-
ments, would be a much better signal to 

the users that something is amiss.” 
”Moving forward, national account-

ancy organizations should be charged 
with inventorying, bottom up, systemic 
disconnects that are difficult to voice for 
individual audit firms fearful of offend-
ing clients, and synthesizing them in an 
anonymous fashion. A global organiza-
tion such as IFAC should leverage those 
national findings, pull them all together, 
publish the conclusions annually, and 
fill the global voids. IFAC has a golden 
opportunity to put substance in the poten-
tially powerful signaling role of the audit 
profession if the will, self confidence, and 
professional courage are there.” 

� Include a sustainability paragraph and 

related scorecard 

“Organizations, both in the public and the 
private sectors, should include a sustaina-
bility paragraph and related performance 

scorecard in their business report. They 
should use that paragraph to explain their 
operating philosophy and policies with 
regard to their financial, social, and envi-
ronmental sustainability efforts; their risk 
appetite on all relevant fronts; their trade-
offs between the shorter and longer term; 
how they fare against those benchmarks 
in practice; and what timelines they fore-
see for bridging any gaps.” 

� Restore balance in “checks and bal-

ances” 

“When I tried to analyze what went wrong 
in corporate governance leading up to 
the crisis, the following question stood 
out: ‘After all the governance reforms 
over the last decades and lessons drawn 
from financial crises past, why is it we 
don’t seem to be able to get it right?’ 
One of the reasons, I think, is that we 
grossly underestimated the fact that the 
term ‘checks and balances’ is a painful 
misnomer. We have too many checks 
and too few balances in our international 
financial infrastructure, as well as within 
our organizations. Just look at the corro-
sive effect of turning the risk and control 
guidance of the Committee of Sponsoring 
Organizations or the Sarbanes-Oxley Act 
into a box-ticking procedural marathon 
that somehow missed the key question 
of who calls the shots, and to what end. 
Or turning the CFO into an all-powerful 
money manager, with the privilege of 
also controlling the controller. We ignore 
substance over form as a guiding princi-
ple. Instead, we prefer to hide behind a 
maze of rules and processes. It allows us 
a convenient state of denial as to the true 
state of our corporate governance, and to 
ignore the gravitational power of ‘might 
makes right’ in much we regulate.” 

“Taking into account the inherent 
limitations of checks and balances, we 
still have to restore their own balance, 
both in the public and the private sector. 
In particular, I would challenge the fol-
lowing two ‘sacred cows’: 
•  Strip the CFO of his or her incompat-

ible double role as bean-maker and 
bean-counter at the same time; and 

We should restore the good old-
fashioned controller, also defined as 
‘the sandpaper of the corporation,’ 

to its old professional dignity: 
responsible for the integrity of 
the numbers and substantive 

robustness of the corporate control 
systems, and reporting directly to 
the organization’s chief executive 

officer or chairman.” 

 We ignore substance over form 
as a guiding principle. Instead, 

we prefer to hide behind a 
maze of rules and processes. It 
allows us a convenient state of 

denial as to the true state of our 
corporate governance, and to 

ignore the gravitational power of 
‘might makes right’ in much we 

regulate.
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•  Strengthen the international oversight 
function by introducing supranational 
information access rights and empow-
ering of global oversight and monitor-
ing functions, such as the Financial 
Stability Board for starters.” 

	 Split the CFO function into a manager 

role and a controller/accounting role 

“Over the last 10 years, many CFOs 
have carved out such a broad function 
for themselves that, in my view, they 
are combining responsibilities that are 
incompatible with the fundamentals of 
checks and balances. Many CFOs nowa-
days are not only responsible for the 
proper functioning of the controls and for 
the integrity of the numbers, but they are 
also major game-makers in their financial 
management function. They are the ones 
who make money out of money, par-
ticularly in organizations, such as banks, 
where money management is the core 
business. You run into a conflict of inter-

est if you combine an obvious manage-
ment function with the controlling and 
accounting for it, in particular when the 
job is strongly bonus-driven. I know I 
generalize, but there is something not 
OK with the current CFOs. CFOs had 
their chance to play a visible signaling 
role leading up to the crisis, and missed 
the opportunity. 

“Therefore, I would strongly favor 
splitting the CFO role into an officer in 
charge of ‘bean-making’ and an officer in 
charge of ‘bean-counting,’ in particular for 
organizations that have financial manage-
ment as a standalone profit center, such 
as banks and insurance companies, but 
also others. We should restore the good 
old-fashioned controller, also defined as 
‘the sandpaper of the corporation,’ to its 
old professional dignity: responsible for 
the integrity of the numbers and substan-
tive robustness of the corporate control 
systems, and reporting directly to the 
organization’s chief executive officer or 
chairman.” 


 Establish better global coordination 

and oversight 

“The biggest risk that will come out of 
the current reforms is that we might 
make some progress in the area of inter-
national regulation (the ‘checks’), but 
that at the same time we will continue to 
have a disjointed international financial 
architecture (the ‘balances’). Who pulls it 
all together globally? Moreover, the vari-
ous financial actors will continue to go for 
self-interested national solutions first, and 
seek international architectural solutions 
that will allow them to continue pointing 
their fingers at each other when things 
go wrong. Therefore, we need a supra-
national oversight body for systemic risks 
in the markets, not just with monitoring 
responsibilities, but backed up by trans-
border information access rights, such 
as a truly empowered, accountable, and 
well-resourced Financial Stability Board. 
I know it is very unpopular, but if you go 
for less, the next crisis will be waiting in 
the wings.” 

“A so-called ‘coordinated approach’ 
simply no longer suffices. In an ever more 
connected financial system, you need real 
management. We need an empowered 
supranational oversight body that calls 
the shots, that has the authority to cut the 
crap of regulatory arbitrage and to rein in 
countries jockeying for a better competi-
tive position by advertising themselves 
as ‘regulation light,’ and is accountable 
through results-based systemic assur-
ance statements.”

“I know surrendering national sov-
ereignty is not very popular. However, 
if you go for less than a supranational 
oversight body, for the status quo, the 
resulting international financial architec-
ture simply will not be able to deal with 
the challenges and pressure points of the 
complex global financial dynamics.” 

“The reality of having gigantic global 
fund flows, but not a global regulator, will be 
with us for some time to come. Incremental 
global reform without supranational over-
sight is just buying time and raising expec-
tations, waiting for the next accident to 
happen. I hope I have it wrong.” 

FINDING THE BALANCE
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       The public sector should set the exam-

ple in governance, accounting, and auditing

“The good news is that the audit function 
generally works much better in the pri-
vate sector. The governmental account-
ability offices of this world - thanks to 
their robust independence statute - actu-
ally do qualify their opinions on public 
sector accounts quite often and articulate 
them clearly. The bad news is that too few 
seem to be listening to their warnings: 
the US Government Accountability Office 
(GAO), for example, has now issued for 
the 15th year in a row a disclaimer on the 
US federal accounts and an adverse opin-
ion on its controls framework. Is there 
anybody listening? 

“The main governance problem in 
the public sector is that it has a totally 
underdeveloped concept of the controller. 
Public sector controllers are generally 
much too low in the pecking order. There 
are seldom internal assurance statements 
from the bottom up; internal govern-
ance is much too silo-based. Therefore, 
the governance structure in many public 
sector organizations is very fragmented 
and vulnerable to manipulation. In my 
own country, I would not know who the 
controller was, and I know that goes for 
many countries.” 

“The good news in the area of 
accounting is that International Public 
Sector Accounting Standards (IPSASs) 
are making good headway into becoming 
the dominant public sector reporting lan-
guage, but much remains to be done. For 
example, neither the country I am from 
(the Netherlands) nor the country where 
I live (the US) has accepted IPSASs. We 
should also carefully investigate evasive 
governmental accounting acrobatics fol-
lowing the recent bailouts just to avoid 
bailed-out companies and their debts 
appearing on national balance sheets. My 
advice: expose it and learn from it!” 

This is the edited version of the article 
that was first published at web.ifac.org/
download/2.3-muis-the-flying-dutchman-
final.pdf

Key Recommendations

1 The private and public sector 

should be looked upon as two 

wings of a plane - both must be 

sound for it to fly safely. Therefore, 

both the public and the private sec-

tors need to get their acts together 

to pull the financial system success-

fully out of this crisis. 

2  Get it right at the macro level: secu-

rities regulators, central banks, and 

other financial regulators across 

the globe should provide results-

based assurance statements on the 

absence of material systemic risks 

that might impair the orderly func-

tioning of the markets. 

3  Financial institutions should pro-

vide mandatory integral fair value 

overviews beyond their mixed-

attribute accounts—at least in the 

explanatory notes (dual reporting). 

4  Get it right at the entry level and 

keep derivatives traders more hon-

est; all traded derivatives should 

have mandatory dog tags, with a 

barcode expressing and vouching 

for the risk profile of the instrument 

in reasonably accessible, standard-

ized risk language. 

5  The public sector should perform a 

self-assessment to explore the lim-

its of governmental oversight and 

to manage expectations. This will 

give us an idea as to whether we 

have a cohesive new architecture 

or an architecture that is similar to 

the old one. 

6  The audit profession should inves-

tigate shifting the focus of audit 

reports from conformation to 

information, to indicate it under-

stands the stress points in financial 

statements. National accountancy 

organizations should be charged 

with inventorying, bottom up, sys-

temic disconnects and synthesiz-

ing them in an anonymous fashion, 

and a global organization such as 

IFAC should pull them all together 

and publish global conclusions. 

7  Organizations should include a sus-

tainability paragraph and related 

scorecard in their business report 

to explain their operating philoso-

phy and policies with regard to 

their financial, social, and envi-

ronmental sustainability efforts; 

their risk appetite on all relevant 

fronts; their trade-offs between the 

shorter and longer term; how they 

fare against those benchmarks in 

practice; and what timelines they 

foresee for bridging any gaps. 

8  Restore the balance in “checks and 

balances,” both in the public and 

the private sectors. There should be 

more substance over form. 

9  Acknowledge “might makes right” 

as the overriding governance prin-

ciple. 

10  The CFO function, especially in 

financial organizations, should be 

split into a managerial role and a 

controller/accounting role, restor-

ing the controller to its old pro-

fessional dignity: responsible for 

the integrity of the numbers and 

substantive robustness of the cor-

porate control systems. 

11 The reality of having gigantic glo-

bal fund flows necessitates the 

establishment of a supranational 

oversight body for systemic risks in 

the markets. 
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tax

Who wins in a

tax audit
SM Thanneermalai and Farah Rosley

What is a Tax Audit
According to the Tax Audit Framework 
issued in January 2009:-

“A tax audit is an examination of 
taxpayer’s business records and financial 
affairs to ascertain that the right amount 
of income should be declared and the right 
amount of tax should be calculated and 
paid are in accordance with tax laws and 
regulations. “

 

Who is chosen
All companies will be tax audited at some 
point as tax audits are part of the compli-
ance system under the SAS. The IRB may 
rely on certain criteria such as industry 
focus, period since last audit, geographi-
cal location and other criteria in selecting 
companies for tax audits.

The conduct of an audit
A tax audit involves various interrelated 
parts which need to be well understood 
in order for one to deal with the entire 
process effectively and efficiently:-

� PRIOR TO THE TAX AUDIT

Taxpayer’s tax returns and tax files are 
allocated to an IRB auditor assigned to 
the case. The IRB may review the tax-
payer’s background and financial infor-
mation to gather certain facts and data to 
enable them to identify key focus areas. 
This data may be from the taxpayers’ own 
records or from public sources. 

Closer towards the tax field audit 
visit, IRB may request for further finan-
cial or company information to be pro-
vided to them. Sec. 78, 79 and 81 of the 
Income Tax Act, 1967 (ITA) give the IRB 

The Malaysian Inland Revenue Board 

(IRB) has significantly increased 

their focus on tax audits and tax 

investigations over the past years. 

This article intends to deal with each 

step of the tax audit process and also 

provide an overview of key areas for 

taxpayers to consider in preparing for 

and dealing with tax audits. During 

a tax audit, the IRB will check the 

taxpayers’ financial affairs to ensure 

the amount of tax paid is correct and 

that the taxpayers are complying with 

the tax rules and legislation. With the 

introduction of the Self-Assessment 

System (SAS), taxpayers are expected 

to file their Tax Returns correctly 

and accurately with the relevant 

supporting documentation being kept 

for future checks by the IRB.
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wide ranging powers to call for informa-
tion and documents.

The IRB auditor will contact the tax-
payer to arrange and confirm a date for 
the audit visit and subsequently a letter 
confirming the date, time, documentation 
required and names of the IRB officials 
attending the audit will be provided to 
the taxpayer.

� THE TAX AUDIT VISIT

The IRB will normally conduct audit visit 
for 2 or 3 days at the taxpayer’s premise 
and may extend the period in more com-
plex cases. During the audit visit, tax-
payer’s records will be checked and inter-
views will be conducted. 

The IRB may raise questions ranging 
from background of the company and 
other general information about the busi-
ness to more specific questions about 

a specific transaction or entry in the 
books.

Taxpayers need to understand the 
questions being raised to avoid any mis-
understanding or misinterpretation and 
answer the IRB directly within the rel-
evant facts and evidence. A senior official 
familiar with the taxpayer’s business and 
its finance should be present to answer 
any such oral enquiries. 

� POST TAX AUDIT VISIT

Following the audit visit, the IRB will 
review the documents obtained during the 
audit visit and may request for additional 
documents and information. The auditor 
may then document the audit findings or 
request for additional or further informa-
tion. Specific tax issues may be raised or 
clarification sought. The issues would 
depend on the taxpayer’s transaction, the 

industry they are operating in and the tax 
positions adopted. Some of the common 
tax issues:-

• Deductibility of expenditure

 Common problems faced by taxpayers 
are the availability of documentation to 
support the expenditure. 

• Incentive claims

 Taxpayers need to ensure that they 
are eligible for the incentive, able to 
substantiate the incentive claims made 
over the period and that documentation 
is available. 

  
• Withholding tax

 In managing withholding tax issues, 
taxpayers need to be aware of the posi-
tion adopted on the payments to non-
residents. 
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• Loss making companies

 Loss making companies may also be 
picked for audits especially if they show 
losses over several consecutive years.

� DISCUSSION ON ISSUES

The length of time taken for discussion 
with the IRB could vary depending on 
the complexity of the issues raised and 
the availability of the supporting docu-
mentation.

This step is crucial as it can either 
lead to a satisfactory conclusion for the 
taxpayer or it can result in differences 
developing between the IRB and the tax-
payer.

In achieving a satisfactory result, a 
taxpayer needs to understand the issues 
raised by the IRB and to provide the nec-
essary information and documentation to 
address the specific matters raised and 
to communicate the technical positions 
adopted by the taxpayer supported with 
the relevant legislation. 

� NEGOTIATION AND SETTLEMENT

An audit settlement involves a final evalu-
ation of all the findings. If there are no 
adjustments, a letter will be issued to 
inform the taxpayer that the audit is final-
ized with no adjustments made. 

If there are adjustments, a tax compu-
tation with details of the proposed adjust-
ments will be issued. The taxpayers will 
have approximately 14 days to revert on 
the issues raised in the tax computation, 
failing which the IRB will assume that the 
taxpayer is agreeable to the tax adjust-
ments and an assessment will be issued 
together with the appropriate penalty. 

If the taxpayer is not satisfied with the 
assessment raised, the taxpayer can make 
an appeal by filing a Form Q to the Special 
Commissioners of Income Tax within 30 
days of the date of the notice of assess-
ment raised. Notwithstanding the appeal, 
tax due as indicated in the notice of 
assessment must be paid within 30 days. 
Should the taxpayer disagree with the 
decision by the Special Commissioners, 
the case can be appealed to the High 
Court and subsequently to the Court of 
Appeal.

Other developments
� PUBLIC RULINGS

Public rulings are issued by the IRB to 
provide guidance for the public and the 
officers of the Inland Revenue Board. 

In a tax audit, the IRB will adopt 
positions that are in accordance with the 
Public Rulings as the Public rulings are 
binding on the IRB but not on the taxpay-
ers since Public Rulings are not legisla-
tion. However, taxpayers should have 
reasonable legal grounds to support their 
position which are different from that of 
the Public Ruling.

� THE TAX AUDIT FRAMEWORK

The Tax Audit Framework was first 
issued on 1 January 2007 and the updated 
Framework was issued on 1 January 
2009. The Framework was introduced to 
address concerns and questions raised by 

the taxpayers on the reason and the way 
the IRB conducts a tax audit. As stated in 
the Tax Audit Framework, generally the 
Framework aims to:-

• Assist audit officers to carry out their 
tasks efficiently and effectively; and

• Assist taxpayers in fulfilling their obli-
gations

� PENALTIES

Upon submission of the tax return, any 
subsequent amendment which results in 
additional tax liabilities, a penalty equal to 
the amount of tax undercharged (100%) 
will be imposed on the additional tax liabil-
ity under Sec. 113(2) of ITA, if it is discov-
ered during an audit that there has been 
an understatement or omission of income.

The IRB may impose a lower penalty 
rate of 45% (as stipulated in the Tax Audit 
Framework) for the first offence. For any 

WHO WINS IN A TAX AUDIT
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repeated offence, the penalty rate shall 
be increased by 10% as compared to the 
last penalty rate imposed for the previous 
offence but limited to a sum not more than 
100% of the amount of tax undercharged. 
A penalty of between 10% to 30% may be 
imposed upon voluntary disclosure by the 
taxpayer prior to the case being selected 
for an audit and a penalty of 35% after the 
taxpayer has been informed but before 
the commencement of the audit visit. 

The question here is whether pen-
alty under Sec. 113(2) of ITA should be 
imposed in instances where the taxpayer 
had acted in good faith. During an audit, 
the burden of proof lies with the taxpayer 
and it is important for taxpayers to show 
that they have acted in good faith on the 
positions adopted in the tax returns.

Conclusion
Tax audits are a common event and they 
are conducted by the IRB in an orderly 
and organized way. The aim is to ensure 
that taxpayers pay their correct taxes.

However, there are instances where 
tax adjustments imposed by the IRB can 
lead to differences in opinion resulting 
in appeals to the IRB or to the courts. It 
would be preferable if the IRB is flexible 
to listen to the viewpoints expressed by 
the taxpayers on the interpretation of the 
law and to provide greater leeway in the 
level of documents / evidence to support 
the positions adopted by taxpayers. Taking 
a rigid position may result in greater tax 
collection but in the long run such actions 
could be viewed by the business commu-
nity and the general public negatively. 

In conclusion, greater dialogue 
between the IRB and the community is 
needed to strengthen this two-way relation-
ship further. 

SM Thanneermalai is a Senior Executive 
Director and Farah Rosley is an Executive 
Director in PricewaterhouseCooper’s Tax 
Audits and Tax Investigations Group in 
Malaysia. The content of this article repre-
sents the authors’ personal views and not that 
of PricewaterhouseCoopers Malaysia.

WHO WINS IN A TAX AUDIT

  Taxpayer should be able to handle and 

manage tax audits themselves. Taxpayers 

may consider engaging tax professionals 

who specialize in handling tax audits to 

assist on specific technical matters.

  Be ready to answer questions and provide 

the necessary information when request-

ed by the IRB. 

  Be polite and professional in dealing with 

the IRB officials. 

  Do not underestimate the IRB officials as 

they are professionals with the relevant 

knowledge, training and experience.

  Finalise the tax audit within a short time 

and narrow down the list of issues to be 

dealt with to resolve the matter quickly.  

Five top audit survival tips
THE FOLLOWING ARE THE FIVE TOP AUDIT 

SURVIVAL TIPS



Everything has changed
After more than a year of market volatility, finance, 

accounting and business professionals are faced with a 

new landscape. It’s no longer about the downturn or the 

upturn, it’s about your turn. Your organisation will look to 

you to navigate through new operating models, regulations 

and accounting methods.

Can you confidently navigate the new? 
Future success depends on your ability to think differently 

and act boldly. How will you guide your organisation to 

ensure it thrives in the new landscape? CPA Congress 

2010 is the premium global event for strategic business 

leaders. It’s a unique opportunity for you to gain the skills 

and insights you need to successfully navigate the new. 

New to 2010, CPA Virtual Congress! 
CPA Congress for the first time will feature CPA Virtual 

Congress, an engaging and interactive online environment 

giving you on-demand access to leading CPA Congress 

speakers and sessions from across the globe.

More information
To take advantage of early bird savings and for more 

information on CPA Congress, please contact us on 

03 2267 3330 or visit cpacongress.com.au

World Congress of Accountants (WCOA)
Coinciding with CPA Congress, WCOA is to be held on  

8 – 11 November at the Kuala Lumpur Convention Centre. 

For information visit cpaaustralia.com.au/wcoa2010

C
PA

15
99

51
 0

6/
20

10

8 November 2010 
Kuala Lumpur, Malaysia

Event Sponsor



24     ACCOUNTANTS TODAY | SEPTEMBER 2010

economy

A company that issues bonds 
essentially is seeking a reduc-
tion in exposure to fluctuating 
interest rates. As such, private 

debt securities – also known as bonds 
– make a lot of financial sense because 
these securities have the advantage of 
providing a fixed income stream that 
is predetermined; and the payment and 
repayment formulas are specified in 
advance.

While companies traditionally prefer 
to raise capital through banking and equi-
ties, bonds are increasing in importance 
as a source of funding. Companies are 
realising the pragmatism of tailoring the 
equity commitment of their respective 
projects, and moving risk away from the 
project with the intention of reallocating 
it to other parties, thereby improving its 
potential for leverage. “Double taxation 
can also be avoided in some cases,” said 
David Meow, a financial consultant and 
trainer. “Special purpose vehicles can be 
created to undertake the project, which 
can segregate the project’s liabilities from 
the corporate balance sheet. This helps 
the company avoid restrictive covenants 

arising from the projects’ debt financ-
ing. It also matches each commercial 
undertaking with the specific assets and 
liabilities required to build and operate 
the project.”

There are additional incentives 
to look at bonds for corporate financ-
ing. Since January 1989, Bank Negara 
Malaysia has waived stamp - duty for 
all instruments relating to the issue 

and transfer of company bonds, and 
interest earned on bonds has been tax-
exempt since January 1993. In 2001, 
asset-backed securities were also grant-
ed stamp-duty waiver, and in 2003, tax 
deductions were allowed on expenses 
incurred in issuing Islamic private debt 
securities that adopted either the mud-
harabah, musyarakah or ijarah princi-
ples. September of the same year saw 

COMPANIES SHOULD CONSIDER RAISING MORE DEBT AS A MEANS TO DIVERSIFY 

 CAPITAL WHILE PERHAPS REDUCING FINANCING RISKS AND COSTS.

MAJELLA GOMES

the Bond Incentive

There are additional incentives to look at bonds for 
corporate financing. Since January 1989, Bank Negara 
Malaysia has waived stamp - duty for all instruments 
relating to the issue and transfer of company bonds, 
and interest earned on bonds has been tax-exempt 
since January 1993.
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THE BOND INCENTIVE

“Banks prefer to lend, not guaran-

tee loans – that is where Danajamin 

comes in,” said Danajamin Nasional 

Berhad Finance Director, Lim Hou 

Hock.  Danajamin was established 

by the Government to provide 

financial guarantees to enable 

companies to access the local bond 

market in order to raise capital. By 

doing so, it would directly spur the 

growth of the local bond market.

“We provide financial guaran-

tees for sukuk and bond issuanc-

es. This can build confidence and 

enhance the efficiency of capital 

allocation in the sukuk and bond 

markets. A-rated and AA-rated 

companies are almost non-exist-

ent in the market but Danajamin 

is AAA-rated. Everyone wants an 

AAA-rated entity, so if Danajamin 

holds A-rated or AA-rated papers, 

this sends a signal to investors that 

these companies are viable and cer-

tainly worth looking at. Additionally, 

we provide financing tenure of up 

to 15 years; most banks only allow 

up to five.”

In addition, Danajamin has 

the ability to match longer-dated 

investments in assets with long-

term borrowings, arising from a nat-

ural hedge. Companies thus derive 

cost savings in credit spreads. Also, 

there is stamp - duty exemption, 

which saves more cost.

HOW  IT  WORKS

Companies that take Danajamin’s 

offers are subject to covenants, and 

Danajamin conducts credit evalu-

ation on these firms before sub-

mitting recommendations to an 

approval committee. Once a Letter 

of Offer is issued, the company can 

petition the Securities Commission 

for bond submission. Under the 

terms of the covenant, Danajamin, 

as the guarantor, holds the right to 

call a default of the bond or sukuk. 

To protect itself, Danajamin factors 

credit impairment into the contract, 

and if there is a breach of covenant, 

Danajamin will ask for reports and 

revisions to studies previously con-

ducted. It may also restrict divi-

dends or ask for additional security.

Lim painstakingly clarified how 

applicants should go about the 

process. “The correct premium will 

be determined by actuaries,” he 

explained. “It will depend on the 

financial strength of the project or 

company. Correct documentation is 

essential – but this is not very differ-

ent from that of normal bank loan 

applications. The company needs to 

give historical information and pro-

jections, besides providing details 

like income statements for the pre-

vious five years, including balance 

sheets and cash flow statements.”

For specific projects, he said 

that key risk factors related to the 

project – such as interest rates and 

costs – were necessary to show 

that the applicant understood the 

project completely through being 

able to provide detailed informa-

tion. “If you’re developing property, 

you’ll need to show that all relevant 

approvals have been obtained, and 

that you have all valuation reports 

for comparative evaluation with 

similar projects or properties. If 

Danajamin sees the project having 

difficulties or in danger of stalling, 

it may call a default but this is a last 

resort.

Danajamin will only issue bonds 

in Ringgit, and only for projects 

in Malaysia. Although the body is 

not explicitly guaranteed by the 

Government, its AAA rating is based 

on the amount of funds it holds. 

Danajamin can go up to RM15 bil-

lion in guarantees, with a cap of 

RM500 million for corporate enti-

ties, and up to RM1 billion for infra-

structural projects.

DANAJAMIN’S ROLEthe establishment of a tax neutral frame-
work for securitisation transactions, and 
a five-year tax deduction on expenses 
incurred in the issuance of asset-backed 
securities.

THE  SUKUK  SOLUTION

An alternative financing instrument to 
consider is sukuk, an Islamic investment 
certificate that is similar to conven-
tional bonds, except that it is Shariah-
compliant. “The Malaysian sukuk mar-
ket is extremely dynamic,” commented 
Angus Salim Amran, Vice-President & 
Head of Cagamas Berhad’s Treasury 
& Capital Markets. It was worth about 
RM225 billion at the end of May 2010, 
having grown by almost 113% over the 
past five years. The Malaysian sukuk 
market, which accounts for about two-
thirds of the global sukuk market, is also 
the largest in the world. In Malaysia, 
sukuk accounts for 40% of the debt securi-
ties market.
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Although sukuk share several simi-
larities with conventional bonds, sukuk 
holders have slightly different benefits. 
Where the issuer of a conventional bond 
is contractually obliged to pay bond hold-
ers the principal and interest on the bond 
on a specified date, the sukuk holders are 
actually holding ownership interest in the 
sukuk’s underlying assets, and are enti-
tled to share in the revenues generated 
by these assets. Sukuk is either asset-
based or asset-backed. Several kinds 
of sukuk are currently available. These 
include mudharabah or profit-sharing; 
murabahah or cost-plus sale; musyarakah 
or profit and loss-sharing; istisna or pur-
chase order; and ijarah or leasing.

“There is no fixed return concept 
in sukuk because sukuk are not fixed 
income instruments,” Angus explained. 
“However, the sukuk holders may get the 
fixed return due to the underlying project 
and the terms governing the project. 
The returns may come from guaranteed-
income projects, or be derived from the 
actual cash flow of the project.”

SUKUK  PROS  AND  CONS

There are many reasons for selecting 
sukuk over conventional bonds. “It pro-
vides the borrower with greater access 
to a wider pool of funds because sukuk 
can be bought by both Islamic and con-
ventional funds,” he said. “Also, the sukuk 
issuer need not be highly leveraged so it 
is a safer investment than conventional 
bonds.”

However, there are challenges that 
still dog this particular instrument; 
among them are the lack of understand-
ing in the application of Shariah law on 
the rights of parties in a dispute, and the 
differences between Shariah and other 
legal perspectives that are sometimes 
irreconciliable. Investors may find this 
a major hurdle because investments in 
sukuk can become quite complicated. The 
cost of developing and issuing sukuk is 
higher than that of conventional bonds 
– which is another deterrent to potential 
investors.

“Currently, there is no global stand-
ard for Shariah-based principles that can 

be applied across the board to meet 
standards of compliance,” Angus con-
ceded. “What we have in Malaysia is 
a hybrid of the conventional financial 
system. Investors demand higher yield 
because of uncertainty or the lack of 
understanding of the system. In many 
cases, sukuk issuance needs a trustee, 
which adds to the cost.” 

MIA recently ran a two-day programme 
in conjunction with Danajamin on how 
businesses can leverage on the Malaysian 
bond market – either through conventional 
bonds or sukuk - to raise capital.

THE BOND INCENTIVE

•  Mudharabah (Profit-Sharing)

 A contract between two parties 

to finance a business venture. The 

parties are an investor who solely 

provides the capital and an entre-

preneur who solely manages the 

project. If the venture is profitable, 

the profit will be distributed based 

on a pre-agreed ratio. In the event 

of a business loss, the loss shall be 

borne by the provider of the capi-

tal.

•  Murabahah (Cost-Plus Sale)

 Refers to the sale and purchase 

transaction for the financing of an 

asset where the cost and profit mar-

gin (mark-up) are made known and 

agreed to by all parties involved. The 

settlement for the purchase can be 

either on a deferred lump-sum basis 

or on an installment basis, which 

will be specified in the agreement.

•  Musyarakah (Profit and Loss- 

Sharing)

 A partnership arrangement between 

two or more parties to finance a 

business venture. All parties contrib-

ute capital either in the form of cash 

or in kind for the purpose of financ-

ing the business venture. Any profit 

derived from the venture will be 

distributed based on a pre-agreed 

profit sharing ratio, but a loss will be 

shared on the basis of equity partici-

pation.

•  Istisna (Purchase Order)

 A purchase contract of an asset 

where a buyer will place an order 

to purchase the asset which will be 

delivered in the future. The buyer 

will require a seller or contractor 

to deliver or construct the asset 

that will be completed in the future 

according to the specifications 

given in the sale and purchase con-

tract. Both parties to the contract 

will decide on the sale and purchase 

prices and the settlement can be 

delayed or arranged based on the 

schedule of work completed.

•  Ijarah (Leasing)

 Contract where a lessor (owner) 

leases out an asset or equipment at 

an agreed rental fee and predeter-

mined lease period. The ownership 

of the leased equipment remains in 

the hands of the lessor.

TYPES OF SUKUK
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‘SUBSIDIES DON’T INCREASE COMPETITIVENESS.  IF THEY DID, THE MOST COMPETITIVE 

ECONOMY IN HISTORY WOULD HAVE BEEN THE SOVIET UNION, WHERE ALL BUSINESSES 

WERE 100% SUBSIDISED; AND THE MOST COMPETITIVE BUSINESSES WOULD BE 

STATE CORPORATIONS.’  Pierre Lemieux, economist in the Université du Québec en 

Outaouais, in the Financial Post, 26 February 2003.

economy

The case for

Saravanan Ramasamy

subsidyreform

The mere mention of the word 
‘subsidy’ provokes knee-
jerk reactions amongst many 
Malaysians. Subsidies have 
increasingly been blamed for 

many of our social and economic ills, 
so much so that the Minister in the 
Prime Minister’s Department, Dato’ Seri 
Idris Jala, who leads the government’s 
Performance and Management Delivery 
Unit (PEMANDU), said recently that 
if the Malaysian government does not 
reduce subsidies provided to the various 
sectors in the country, its debt would rise 
and the country could go bankrupt in 
year 2019.  

The Malaysian government subsidis-
es and controls prices on various essen-
tial items such as palm oil, petrol, flour, 
bread, and rice to keep prices low and, 
vis-à-vis, the cost of living low. Clearly, 
we Malaysians live in a world of subsi-
dies. But in reality, are all subsidies bad, 
especially in a world where disparity in 
income between the rich and the poor is 
ever widening? Should the government 
then remove petrol and gas subsidies, 
hike government hospital fees, abolish 
some education subsidies and raise high-
way tolls?  Will these actions then resolve 
our subsidy muddle?

Economics 101 has taught us that 
in a standard supply and demand curve 
diagram, a subsidy will shift either the 
demand curve up or the supply curve 
down. A subsidy that increases the pro-
duction will tend to result in a lower price, 
while a subsidy that increases demand 

will tend to result in an increase in price.  
Both cases result in a new economic equi-
librium.  For example, a subsidy for cook-
ing oil may appear to benefit consumers 
or some subset of consumers, such as 
low-income households.  However, if sup-
ply of cooking oil is constrained resulting 

Subsidy Bill by Category (RM Billion)

Infrastructure 4.8

Food 3.4

Social 42.4

Fuel & Energy 23.5

S

d 3.4
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in higher demand and higher prices, the 
oil producer may end up benefiting and 
the consumer may not be deriving any 
gain. In this case, the higher price of the 
cooking oil offsets the corresponding 
subsidy. The identification of net effect 
and recognition of winners and losers is 
rarely straightforward, but subsidies gen-
erally result in a transfer of wealth from 
one group to another.  

There are many different ways to 
classify subsidies. One of the primary 
ways is through the means of distribut-
ing the subsidy, whether direct or indi-
rect. The latter represents assistance 
provided to private enterprise and other 
institutions in the form of favourable tax 
policies, loans, import quotas and price 
supports while the former represents a 
direct reward to make certain services 
more affordable to the poor. Under the 
direct subsidy approach, governments 
for example, will pay part of the water 
bill of poor households that meet certain 
eligibility criteria.   

The Malaysian Treasury recently 
announced that Malaysia’s total subsidies 
stood at RM18.6 billion last year while 
PEMANDU’s findings placed the figure at 
RM74 billion (see chart). It was later clari-
fied by PEMANDU that both numbers are 
correct whereby the Treasury had only 
focused on direct subsidies because it took 
a public finance management approach in 
defining subsidy while PEMANDU had 
taken a macro-economic approach.  What 
this means is that out of the total subsidy 
of RM74 billion in 2009, direct subsidies 

stood at RM18.6 billion while indirect 
subsidies chalked up a staggering RM55.4 
billion. According to PEMANDU, the indi-
rect subsidies include cost-based finan-
cial assistance, assistance to Ministry Of 
Finance (MOF) Incorporated companies 
and gas subsidy. PEMANDU has also reit-
erated that as a GDP percentage, Malaysia 
continued to be one of the most subsi-
dised countries in the world, even higher 
than Indonesia and the Philippines. On 
average, the Organisation for Economic 
Cooperation and Development (OECD) 
subsidy level is 1.5% of the country’s GDP. 
For Malaysia, it is equivalent to 4.7% of 
the GDP or approximately RM12,900 per 
household per annum (based on the total 
subsidy of RM74 billion in 2009). The 
question at this juncture is which subsi-
dies the government should reduce and 
how should it manage the aftermath. 

PEMANDU has also 
reiterated that as 
a GDP percentage, 
Malaysia continued 
to be one of the most 
subsidised countries in 
the world, even higher 
than Indonesia and the 
Philippines.
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Following PEMANDU’s clarification 
on the RM74 billion spent on subsidies 
in 2009, it is noted that 75% of the amount 
was directed towards indirect subsidies 
such as contract obligations, financial 
supports and rebates, and ‘assistance’ to 
government-linked companies (GLCs).  
These are clearly part of the govern-
ment’s attempt at taking the so-called 
‘strategic stakes’ in various sectors of the 
economy which may not have been that 
commercially feasible, requiring the gov-
ernment to pump in money to keep things 
going. This is the portion that needs 
cleaning up.  The other 25% represents 
cost-based financial assistance including 
emoluments for education and health.  
This is part of social welfare as well as 
important fundamentally to shape our 
future society.  Without this, all education 
and healthcare will be at full cost.  This is 
the portion that warrants closer scrutiny 
so that there are no abuses and wastages. 

The Economic Planning Unit (EPU) in 
the Prime Minister’s Department echoed 
the same concerns over Malaysia becoming 
a highly-subsidised nation. It says subsidies 
represent a substantial financial burden to 
the government and warrants immediate 
attention.  In this regard, the recently-

released 10th Malaysia Plan (10MP) (2011-
2015) seems, at least in theory, to be head-
ing in the right direction in addressing this 
concern.  Below are some actions proposed 
by the 10MP to address the growing con-
cern of subsidies:  

Subsidies and price controls to be grad-
ually rationalised to remove market distor-
tions. Market-based pricing for subsidised 
products to be enhanced since the lack of 
market-based pricing often leads to over-
consumption, waste and the misallocation 
of resources. This enables consumption 
and investment decisions to be made on 
a true economic basis and competitive-
ness while productivity can then be better 
assessed and benchmarked

Subsidies currently provided to produc-
ers to be converted to productivity-based 
incentives. For example, in the fishing 
industry, incentives will be provided based 
on the volume of fish landing rather than 
input subsidies

No compromise on delivering social 
services like education, healthcare and wel-
fare. Any rationalisation of subsidies for 
these services will be targeted towards 
more efficient and effective delivery, with-
out compromising service standards

Vulnerable groups and those in low-

income brackets who require support will 
continue to be provided with assistance, as 
a portion of the savings from subsidy ration-
alisation will be directed towards them

The 10MP stresses the need to drive 
private investment via public-private part-
nerships. Private investments are tar-
geted to grow by 12.8% per annum and 
contribute 13.9% to the GDP in 2015.  
Private investments are expected to let 
the government scale back its role in 
the economy, including via privatisations.  
With this, the government’s stake, some 
of which are in the form of indirect subsi-
dies, in various parts of the economy will 
be reduced substantially. This, in turn will 
help to reduce the worsening fiscal bal-
ance (see table 1). At this juncture, it is 
worth mentioning that Malaysia, in 2010 
recorded its 11th straight year of deficit 
spending.

Not all subsidies are bad, but most 
have direct or indirect negative effects 
on the economy and budget, resources 
as well as equity, if they are not effec-
tively and efficiently managed. What is 
important for Malaysia now is to turn the 
measures outlined in the 10MP, which is 
dubbed as one of the foundation pillars 
of the National Economic Model (NEM), 
into clear and laser-sharp implementation.  
Sad but true, we are still taking comfort 
in the fact that our nation has yet to reach 
the state of Greece or Latin American 
countries in terms of national debt levels. 
This should definitely not be the case for 
Malaysia where, by right, benchmarking 
should be done against leading nations 
such as Singapore, South Korea and 
Taiwan, which were once considered to be 
in the same league as Malaysia. Serious 
reform and more importantly high politi-
cal will is needed to drastically change 
the way subsidies are channelled and 
managed.  In addition, more transparency 
and public awareness of the true nature of 
subsidies is necessary to enable the envis-
aged reform.   

Saravanan Ramasamy has a Master’s degree 
in economics from the National University 
of Singapore. He can be contacted at sr_
vanan@yahoo.co.uk

Source : Bank Negara Malaysia, (a) International Monetary Fund, (b) Department of Statistics

2008 2009 2007 2008 2009

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4

GDP (%) 7.1 6.7 4.8 0.1 -6.2 -3.9 -1.2 4.5 6.3 4.6 -1.7

Ag Domestic Demand 10.1 7.8 6.6 2.8 -2.9 -2.2 0.4 3.0 9.8 6.8 -0.4

Consumption (%) 11.6 8.6 7.9 7.1 -0.2 0.6 3.3 1.6 9.9 9.0 1.4

Private sector cons (%) 11.8 9.0 8.2 5.3 -0.7 0.5 1.5 1.7 10.8 8.5 0.8

Public sector cons (%) 10.5 7.1 6.4 12.7 2.1 1.0 10.9 1.3 6.6 10.9 3.7

Net exports (%) 26.4 20.0 -15.9 -39.5 39.1 -0.7 -16.9 11.4 -3.8 -3.5 8.4

Inflation (%) 2.6 4.8 8.4 5.9 3.7 1.3 -2.3 -0.2 2.0 a 5.4 a -0.1 a

Unemployment (%) 3.6 3.5 3.1 3.1 4.0 3.6 3.6 3.5 3.2 b 3.3 b 4.0 b

FDI inflow (RM bil) 7.1 12.6 21.5 9.3 6.4 9.5 6.7 7.2 n/a 50.5 29.8

Net FDI inflow (RM bil) 2 8.6 2.7 3.4 2.1 6.5 2.6 2.5 n/a 16.7 13.7

Fiscal deficit (% of GDP) 4.4 1.0 3.9 10.3 4.3 7.5 4.5 11.3 3.2 4.8 7.0

Total o/standing debt 

(% of GDP)

31.1 39.8 40.2 41.4 45.9 48.4 51.2 53.7 41.6 41.4 53.7

Int. Reserves (RM bil) 384.7 410.9 379.3 316.8 320.7 322.9 334.3 331.3 335.7 316.8 331.3

Table 1
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The Asian Ascent

Saravanan Ramasamy

“SIXTY YEARS AGO AT BRETTON WOODS, ASIA HAD VERY LITTLE INFLUENCE. 

TODAY, ASIA ACCOUNTS FOR NEARLY HALF OF THE WORLD’S POPULATION 

AND A QUARTER OF GLOBAL GDP AND WORLD TRADE.” 

Haruhiko Kuroda, President of Asian Development Bank

It seems just recently that we 
endured the global financial crisis 
that affected nearly every economy, 
both developing or advanced.  As 

the dust settles from a turbulent 2009, the 
signs of revival in developing countries 
are getting clearer, compared to advanced 
economies where recovery remains frag-
ile. A closer look reveals that these devel-
oping countries – particularly those in Asia 
- weathered the storm quite well. 

THE ROAD TO RECOVERY
What accounts for the remarkable resil-
ience of Asia? First, households in Asia 
held low levels of debt relative to assets as 
opposed to advanced economies, result-
ing in a low-leverage position. While past 
recessions saw export-driven recovery, 
this time around Asia’s rebound is rein-
forced by resilient domestic demand, 
particularly household consumption. This 
trend is well reflected in A.T. Kearney’s 
2010 Global Retail Development Index 
(GRDI) rankings which ranked five Asian 
countries as attractive countries in the 

retail arena.  China and India topped the 
list as high-priority countries followed by 
Indonesia, Malaysia and Vietnam, which 
are considered countries worth consider-
ing for retail purposes.  

Secondly, Asian banks had a relatively 

strengthened balance sheet unlike during 
the 1997-98 financial crisis.  According to 
Michael Spence, the 2001 Nobel Laureate 
in Economics, Asian economies were also 
unencumbered by the overvalued securi-
tised assets and complex derivative securi-
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2010 GRDI country attractiveness
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ties that caused much of the damage to 
advanced economies.  By and large, Asia’s 
investments were mainly sourced from 
domestic savings, thereby limiting the size 
of current account deficits. (see table 1)

Thirdly, prompt economic stimulus 
packages and the countercyclical fiscal 
measures taken by Asian countries con-
tributed to economic activity, which then 
enabled Asian economies to ride out the 
storm in fairly good shape.  Fund manag-
ers in the US and Europe received larger 
mandates to invest in Asia given positive 
expectations that Asia’s economic growth 
would outperform the advanced econo-
mies.  Jaspal Bindra, Standard Chartered 
Bank group executive director and CEO, 
Asia recently stated that while capital was 
slow to return to Asia in previous recov-
eries, this time around capital inflows to 
the region have surged, clearly reflecting 
Asia’s improved resilience and economic 
framework. (see chart 1) 

Meanwhile, economic forecasts for 
Asia are being revised higher.  According 
to the International Monetary Fund 
(IMF), growth for the region as a whole 
is now forecast at about 7% in 2010, more 
than double that projected in 2009. Asia is 
expected to grow at the same pace in 2011.

The big question at this juncture is: 
where Asia will go from here over the 
medium and long term? Is the remark-
able recovery of Asia an indication of Asia 
being decoupled from the G20 countries 
(i.e. the Euro area and the United States)?   
While it is still premature to reach a 
positive conclusion about Asia’s economic 
independence, the jury is still out as to 
whether the recovery achieved by Asia 
would have the inertia to sustain itself. 
What are the challenges that lie ahead and 
how should Asia respond to them?  

THE CARRY TRADE 
MENACE
In an effort to respond to the current 
financial crisis, some advanced economies 
have responded with aggressive monetary 
policy by reducing interest rates to almost 
zero.   As a result, we now witness hedge 
funds and other speculators borrowing 
in currencies from a low interest rate 

THE ASIAN ASCENT

Non-Performing Loans & Risk Weighted Capital Adequacy for selected Asian countries

Non-Performing Loans/

Total Loans

Risk Weighted Capital Adequacy

Per cent 1999 2007/08 1999 2007/08

Indonesia 33 9 7 21

Malaysia 17 7 13 13

Philippines 15 6 18 16

Singapore 5 2 21 14

Thailand 39 8 12 15

Source: Asian Development Bank

Selected Asia Net Capital Inflows1

2009 2010 2011

Industrial Asia -4.1 2.1 2.2

     Japan -5.2 1.9 2.0

     Australia 1.3 3.0 3.5

     New Zealand -1.6 2.9 3.2

Emerging Asia 5.7 8.5 8.4

     NIEs -0.9 5.5 5.1

          Hong Kong SAR -2.7 5.0 4.4

          Korea 0.2 4.5 5.0

          Singapore -2.0 8.9 6.8

          Taiwan Province of China 1.9 6.5 4.8

     China 8.7 10.0 9.9

     India 5.7 8.8 8.4

ASEAN 5 1.7 5.4 5.6

          Indonesia 4.5 6.0 6.2

          Malaysia -1.7 4.7 5.0

          Philippines 0.9 3.6 4.0

          Thailand -2.3 5.5 5.5

          Vietnam 5.3 6.0 6.5

Emerging Asia excl. China 2.6 6.8 6.6

Emerging Asia excl. China & India 0.4 5.5 5.3

Asia 3.4 7.1 7.1

Source: IMF, WEO database

Asia Real GDP Growth   (Year-on-year, in percentages) 
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1 China’s 2009 : H2 data are not yet available.
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regime and then flooding the international 
markets where interest rates are higher, 
in what is known as carry trades.  While 
no one knows exactly the volume of carry 
trades worldwide, estimates run to the 
tune of trillions of dollars.  The increase 
in excess liquidity in many regional econ-
omies, including Asia, raises concerns.  
Asia’s bright growth prospects and wid-
ening interest rate differentials with the 
advanced economies can lead to further 
capital inflows to the region. These inflows, 
if not controlled, could lead to overheating 
in some economies and increase their vul-
nerability to a strong upswing in the credit 
and asset price cycles, with the propensity 
for a subsequent abrupt reversal.  

While economists and policymakers 
do support the implementation of some 
form of controls by Asian countries, the 
intensity and pervasiveness of the said 
controls are still debated. In their lat-
est book entitled Nowhere to Hide, the 
Great Financial Crisis and Challenges for 
Asia, Michael Lim and Lim Chin stated 
that some policymakers are calling for 
a uniform tax on all foreign exchange 
transactions with a hope of discouraging 
short-term capital flows.  At the same 
time, there are also suggestions for regu-
lating financial institutions and corporate 

clients to reduce currency and maturity 
mismatch.  While it is good to encourage 
constructive debates before implement-
ing a policy, it is crucial for policymakers 
to realise that time may not be on their 
side and measures to safeguard the finan-
cial system against capital imbalances are 
urgently needed.

SPENDING IS KEY
The growth momentum has varied with-
in Asia, with the more domestically-ori-
ented economies like China, India and 
Indonesia escaping a recession and the 
more export - oriented economies like 
Japan and Korea experiencing a V-shaped 
business cycle. 

GLOBAL GROWTH 
MOMENTUM
As claimed by Michael Lim and Lim 
Chin, there are two alternatives for Asia.  
Asia can either continue to depend on its 
exports to propel economic growth or find 
avenues to increase domestic consump-
tion.  The problem with pursuing export-
led growth is that Asia must continue to 
find other consumer(s) of last resort since 
both its biggest consumers, the US and 
the Euro zone, have been grappling with 
rising debt, layoffs and wage cuts resulting 
in sluggish recovery and weak consumer 
spending.   This leaves Asia with no choice 
but to concentrate on domestic markets as 
an alternative.  

Herein lies the other problem.  Asian 
households are, in general, reluctant to 
spend.  If these countries want to unlock 

THE ASIAN ASCENT
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their savings and increase consumption 
to drive the economy, they have to reduce 
income inequality on top of providing a 
social safety net to the vast population.  
This, in turn, will hinge on reforms in 
many areas, such as healthcare, education 
and housing. These structural reforms, 
although time-consuming, have to be kick-
started right away. In the same vein, Asian 
countries must also be cautious of fol-
lowing in the spendthrift footsteps of the 
US where domestic demand is spurred 
through debt creation. Rather, as proposed 
by Michael Lim and Lim Chin, Asian coun-
tries with huge foreign reserves must con-
sider spending on activities that would fuel 
domestic growth – and deflate the foreign 
exchange reserve bubble. There is a grow-
ing consensus that Asia’s reserves now 
substantially exceed the levels required 
for precautionary purposes or for self-
protection against financial crisis.  These 

‘idle’ excess reserves are welfare-reducing 
since the cost of holding an additional dol-
lar of such reserves is, by definition, larger 
than the benefit. According to Harold 
James, a professor at Princeton University, 
reserve holdings represent an outdated 
concept.  He argues that reserves are only 
important for countries that produce lim-
ited goods, especially commodities such 
as cocoa, crude palm oil and coffee. In this 
case, reserves are extremely important to 
cushion the unpredictable swings in world 
market prices.  

At this juncture, India sets a good 
example whereby the excess dollar 
reserve is used to finance infrastructure 
modernisation. This not only creates 
domestic demand but also attracts foreign 
investors into India, who previously shied 
away due to poor infrastructure.  Will this 
trend of financing investments by using 
the excess reserves to bolster domestic 

demand be tempting for other Asian coun-
tries?  Or, will Asian countries continue to 
accumulate reserves with the intention of 
protecting the economy against sudden 
shortages of international liquidity? 

JUCHE, OR THE SPIRIT OF 
SELF-RELIANCE
There is a need for Asia to shift from the 
stale model of dependence on foreign 
support and blaming the unequal interna-
tional economic order for their woes to the 
new paradigm of active participation in the 
emerging globalised economy, while evad-
ing the spillover effects from beleaguered 
advanced economies. Undoubtedly, the 
Asian economy has grown over the past 
two decades, but the path toward sus-
taining the momentum is still lined with 
hurdles. Nevertheless, there’s still hope 
for the Asian miracle. 

THE ASIAN ASCENT

Local accounting graduates from the recognised universities with 3 years 

of relevant practical accounting experience and members of recognised 

professional bodies are now invited to submit their applications for membership.

For more information on the registration process, please visit our website at  

http://www.mia.org.my/new/members_being.asp 

or e-mail to membership@mia.org.my.

MIA MEMBERSHIP 
REGISTRATION 
FOR THE NEW FINANCIAL YEAR

Please do share this information with your colleagues and staff.

If you would like to speak to any of our membership officers, please call

 03 - 2279 9200 or our branches at –

Penang  Tel : 04 - 261 3320  Email : miapng@mia.org.my

Johor  Tel : 07 - 227 0369  Email  : miajbu@mia.org.my

Sabah  Tel : 088 – 261 291  Email : miakku@mia.org.my

Sarawak  Tel  : 082 – 418 427  Email : miakch@mia.org.my
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Accounting for sustainability 
practical insights
THE PRINCE OF WALES’ ACCOUNTING FOR SUSTAINABILITY PROJECT A4S HAS JUST 

PUBLISHED A NEW BOOK,  ACCOUNTING FOR SUSTAINABILITY – PRACTICAL 

INSIGHTS, COSPONSORED BY CIMA. GILLIAN LEES, ENTERPRISE GOVERNANCE 

SPECIALIST IN CIMA’S KNOWLEDGE UNIT TAKES A LOOK.

Sustainability is an urgent chal-
lenge but it also offers opportuni-
ties. As a management account-
ant, your skills in producing high 

quality management information for 
decision-making and reporting together 
with your extensive toolbox of accounting 
techniques could help your organisation 
become more sustainable. 

Where do you start if you want to 
integrate economic, environmental and 
social considerations in managing your 
organisation? The Prince of Wales has 
recognised this predicament. His A4S 
project has been developing practical 
tools and guidance to help ensure that 
organisations meet the sustainability chal-
lenges of the 21st century with modern, 
appropriate decision-making and report-
ing systems. 

The project’s latest publication, 
Accounting for sustainability – practical 
insights shows how eight UK private and 
public sector organisations have applied 
the guidance developed by A4S. It shows 
how this guidance can help to embed 
sustainability more effectively in day to 
day operations and identify and report the 

connection between strategic direction, 
financial performance and sustainability 
impacts. 

SUSTAINABILITY  IN  THEIR  DNA

The organisations are Aviva, BT, 
EDF Energy, HSBC, Novo Nordisk, 
Sainsbury’s, The Environment Agency 
and West Sussex County Council. The 
case studies  were researched and pre-
pared by a prestigious team of business 
and management academics from UK and 
continental European universities. Taken 
together, they show how a diverse range 
of organisations are seeking to integrate 
sustainability into their very DNA. 

By drawing on these experiences, it 
is hoped that other organisations will be 
able to apply the tools and techniques to 
suit their particular circumstances. As 
CIMA’s chief executive, Charles Tilley, 
comments: ‘Accounting for Sustainability 
provides a rich and diverse collection of 
case studies to help all those organisations 
looking for a practical way of addressing 
the major challenges and risks posed by 
sustainability related issues.’ 

accounting

 ‘Accounting for 
Sustainability provides 
a rich and diverse 
collection of case 
studies to help all those 
organisations looking 
for a practical way of 
addressing the major 
challenges and risks 
posed by sustainability 
related issues.’ 

Charles Tilley
Chief Executive CIMA
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EIGHT HIGHLIGHTS

 It’s not possible to do all the case studies 
justice here, but here are my top eight 
highlights – in no particular order: 

Aviva fostered the sustainability of 
stakeholder behaviour at different 
stages of the company’s value chain. 
This included suppliers and compa-
nies in which the investment funds 
managed by Aviva hold shares. The 
company extended this initiative by 
enhancing sustainability considera-
tions in its sustainable and responsible 
investment products. 
BT articulated the business case for 
sustainability and tailored it to meet 
the needs of different employees to 
embed it effectively throughout the 
organisation. For example, operational 
managers needed to be given a sense 
of ownership of proposed practices, 

with the benefits arising from their 
adoption framed in the context of the 
risks and opportunities for them. 
EDF Energy translated its five key 
strategic ambitions into measurable 
working goals for employees. The aim 
was to achieve a state where employ-
ees felt committed to all aspects of 
sustainability so that it became part of 
‘business as usual’. 
The Environment Agency has a 
well developed management account-
ing system that captures and records 
considerable detail regarding non-
financial environmental impacts along-
side more traditional economic cost 
information. The case study shows 
examples of how this information was 
captured and used in decisions taken 
at all levels of the organisation. 
HSBC embedded sustainability into 
its lending activities through the 
voluntary adoption of the Equator 

Principles as well as its own sector 
policies. These helped the group to 
assess and monitor the environmental 
and social impacts of large projects. 
Novo Nordisk integrates the report-
ing of social, environmental and finan-
cial performance in a single compre-
hensive document. The case study 
looks at how this reporting links to the 
balanced scorecard and other internal 
mechanisms and how it has helped to 
embed sustainability into decision - 
making. 
Sainsbury’s used the A4S sustain-
ability decision - making tool to iden-
tify and manage sustainability impacts 
in its supply chain. Alongside other 
initiatives, it used this tool to embed 
sustainability in the sourcing of lamb. 
Although the challenges and opportu-
nities are explained in the context of 
the food retail sector, these are equally 
applicable to other organisations. 

ACCOUNTING FOR SUSTAINABILITY
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Principles as well as its own sector 
policies These helped the group to



West Sussex County Council estab-
lished a range of policies, perform-
ance structures and measurement 
tools to promote a ‘golden thread’ 
linking strategies for economic, envi-
ronmental and social sustainability to 
the daily work of front line employ-
ees. 

COMMON THEMES

Despite their diversity, the case studies 
have generated some common themes 
and the book concludes by summarising 
the key learnings. For example, it is clear 
that sustainability must be a strategic 
objective and that executive commitment 
is vital. However, the right tone from the 
top needs to be combined effectively with 
bottom up approaches to capture insights 
from employees across the organisation. 

The business case for sustainability 
must be clearly articulated to address 

stakeholder interests and account-
ing processes are effective in support-
ing behavioural change. A particularly 
interesting insight is that qualitative and 
quantitative as well as financial and non-
financial information are important and 
have a role to play. Not everything that 
is important can be measured in financial 
terms – and metrics may take time to 
evolve. Their absence should not deter 
organisations from addressing sustain-
ability issues effectively. 

Gillian Lees is an enterprise governance 
specialist in CIMA. This article first 
appeared in CIMA Insight, and it is pub-
lished by CIMA (Chartered Institute of 
Management Accountants). Accounting 
for Sustainability will be a key topic at the 
WCOA 2010 in Kuala Lumpur from 8 – 
11 November 2010.
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...it is clear that 
sustainability must be 
a strategic objective 
and that executive 
commitment is vital. 
However, the right tone 
from the top needs to be 
combined effectively with 
bottom up approaches 
to capture insights from 
employees across the 
organisation.
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WORLD NEWSaccounting |

INDIA: Global accounting 

systems is a market need’

The biggest hurdle in business 

today is the lack of global account-

ing systems, says G Ramaswamy, 

vice-president of the Institute of 

Chartered Accountants of India 

(ICAI). 

In the next few years, a wide field of 

opportunities will open up with the 

convergence of Indian Accounting 

Standards with International 

Financial Reporting Standards (IFRS), 

according to Express News Service.

From April next year, companies 

listed with BSE, Nifty 50 and other 

100,000 network companies will 

converge with IFRS to implement 

international accounting norms. 

ICAI has decided to launch a certifi-

cate course on IFRS for its members. 

The aim is to enhance the knowl-

edge of the members which would 

benefit them in the global service 

market. 

He said with convergence to IFRS, 

an Indian company will be able to 

follow the balance sheets of a com-

pany listed in NASDAQ or LSE. 

“The idea is to make the Institute 

more suitable for the current market 

needs and open up new oppor-

tunties by including current devel-

opments into the curriculum. With 

the emergence of carbon trading, 

environmental accounting is the 

next big thing. We are trying to make 

the existing chartered accountants 

course more practical and applied 

along with the theoretical concepts, 

as a way of getting away from the 

age old system of mugging up a few 

text books,” Ramaswamy was quoted 

by the report. 

V Balakrishnan, chief financial officer 

of Infosys, one of the few companies 

in India that follow the IFRS norms, 

said, “Along with the institute, we 

are trying to make it more IT savvy. 

We are working on a collaboration 

project to help reduce paperwork in 

its internal administration.” 

SOUTH KOREA: Shipbuilders 

get break on accounting rules

Korean shipbuilding firms may have 

won an important concession in 

the application of new accounting 

rules that threatened to hurt their 

balance sheets, reports Joongang 

Daily. With the scheduled adop-

tion of the International Financial 

Reporting Standards (IFRS), ship-

builders were expected to see 

higher debt ratios. However, the 

report said the Financial Services 

Commission and the Financial 

Supervisory Service have said 

that the International Accounting 

Standards Board (IASB), the London-

based group that supervises the 

IFRS, had accepted in principle a 

request by Korean financial author-

ities to allow a fair value hedge 

accounting system in the case of 

the shipbuilders. A fair value hedge 

system would allow shipbuilders to 

declare an intermediate payment in 

their financial accounts for contracts 

they received. However, under the 

IFRS’ cash flow hedge accounting 

system, the shipbuilders’ debt-to-

asset ratio would be increased as 

payments for shipbuilding con-

tracts not yet received would not be 

considered as an asset. The report 

added that IASB reached a tenta-

tive agreement last September on 

removing fair value hedge account-

ing system in preference to cash 

flow hedge accounting. However, 

Korean financial authorities contin-

ued to demand to the IASB the 

retention of fair value accounting. 

“The problem related to the domes-

tic shipbuilders’ debt-to-asset ratio 

seems to have been settled for 

now,” said a financial official. “As the 

problem of distortions in profits 

and losses will likely be resolved, 

[shipbuilding] firms are expected to 

see improvements [in their financial 

statements] compared to the cur-

rent one being applied with the 

K-GAAP.” But the new IASB’s decision 

has not been finalized. 

SINGAPORE: Experts say 

insurers to benefit from new 

accounting standards

An international push for better 

accounting standards could offer 

financial benefits to insurers in Asia. 

Industry experts said these include 

a greater ease of raising capital and 

more transparency for investors 

and policyholders. Under the pro-

posed standards, insurers would 

have to provide more detailed pro-

jections of future cash flows, as 

well as harmonise their business in 

different markets. 

The demand for insurance is ris-

ing across the region in tandem 

with increasing affluence. And 

industry watchers said the sector 

could benefit from having better 

accounting standards. It will also 

improve transparency which could 

help insurers raise funds and hire 

talent, the report added. It quoted 

Jeremy Hoon, partner of KPMG, as 

saying: “Insurers will welcome this 

standard, because it makes things 

more convenient - staff and agents 

will be easier to train, and analysts 

will understand what the finan-

cial statements mean. So it might 

mean it is easier to raise money 

in the capital markets. And policy-

holders will have greater trust in 

the financial statements.”  Under the 

proposed rules by the International 

Accounting Standards Board, insur-

ers will have a single standard in 

all jurisdictions. It requires compa-

nies to measure current estimates 

of future cash flows and account 

for any future changes to insurance 

policies, the report added. It has 

also proposed that insurance com-

panies eliminate the one-day gain, 

which is currently booked when a 

policyholder signs a contract. The 

realisation of the gain will now be 

spaced over the life of the policy. 

Such rules will make the insurers 

more comparable to their counter-

parts in the industry.  Yap Swee Gek, 

Partner, Assurance, Ernst & Young, 

was quoted as saying: “Many of the 

Asian insurers are going for initial 

public offerings, and adopting this 

standard, I think they will have more 

certainty of how their organisation 

is viewed, how the financial state-

ments are going to be viewed by 

the investors, regulators and ana-

lysts. And that may indirectly reduce 

the cost of capital in the long run.” 

The proposed changes are expect-

ed to be implemented across the 

industry by 2013.

US: Rulemakers Plan Global 

Overhaul of Lease Accounting

US and international accounting 

rulemakers are planning to propose 

an overhaul of lease accounting 

soon, in a move expected to affect 

some $1.2 trillion in leased assets, 

reports Reuters. Traditionally, the 

report said accounting rules have 

given companies a lot of leeway in 

how they record leases for assets 

ranging from store locations and 

restaurant equipment to airplanes 

and machinery. As a result, only 

certain types of leases appear on 

the balance sheet, while a major-

ity of a company’s leases can often 

be kept off the balance sheet and 

hidden from an investors’ view. But 

the Financial Accounting Standards 

Board, which sets US account-

ing rules, and the London-based 

International Accounting Standards 

Board, which writes accounting 

rules for more than 100 countries, 

will aim to change all that by pro-

posing to bring many of these 

assets onto corporate balance 

sheets, it added.

It quoted John Hepp, a partner in 

accounting firm Grant Thornton’s 

professional standards group, as 

saying: “It’s something that needs 

to be done....Lease accounting is 

broken.” The newswire report 

added that lease accounting has 

hardly been changed in the last 

30 years, so FASB and IASB have 

suggested that the changes would 

make accounting more consistent 

and better reflect the econom-

ics behind a lease transaction. It 

could also clear up some confusion 

between similar transactions that 

are accounted for as financings or 

leases. Under the changes being 

contemplated, companies would 

likely have to recognize a liability for 

future rental payments and an asset 

for the right to use the asset they are 

leasing. Many of those leases now 

are classified as “operating leases” 

and exist off the balance sheet, the 

report added. 

US: Rulemakers Plan Global 

Overhaul of Lease Accounting

SINGAPORE: Experts say 

insurers to benefit from new

accounting standards

SOUTH KOREA: Shipbuilders

get break on accounting rules
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IFAC 
NEWS

IAESB RELEASES PAPER ON EDUCATION 

ASSESSMENT PRACTICES

(New York / 30 July 2010) The International 

Accounting Education Standards Board 

(IAESB), an independent standard-set-

ting board supported by the International 

Federation of Accountants (IFAC), has released 

an International Education Information Paper 

to help professional organizations conduct 

written examinations to assess the capa-

bilities and competence of candidates for 

qualification.

The information paper is intended to help 

member bodies implement International 

Education Standard (IES) 6, Assessment of 

Professional Capabilities and Competence, 

issued in October 2003, and covers the many 

policies and procedures to develop, admin-

ister and grade these written examinations. 

The paper is especially useful to developing 

organizations that need to make decisions 

on assessment practices for their education 

programmes.

The paper provides an overview of the poli-

cies concerned with the development and 

administration of examinations, including 

“high stakes” examinations that lead to quali-

fication as a member of a professional organi-

zation. It also includes examples of the proc-

esses and procedures that member bodies 

use to deliver reliable and valid assessments, 

including appropriate elements of quality 

control.

“IFAC member bodies have a public interest 

obligation to ensure that candidates are able 

to demonstrate competence upon entry to 

membership,” states Mark Allison, IAESB Chair. 

“There are various methods used to assess 

candidates throughout the education proc-

ess; however, written examinations continue 

to be an important assessment method. This 

information paper is intended to help mem-

ber bodies evaluate their current approach 

and follow good practices that suit their envi-

ronment and circumstances.”

“We expect professional organizations out-

side accounting to also be interested in 

this paper,” continued Allison. “Many of the 

objectives and challenges of developing and 

administering a final written examination 

exist in other professions, both regulated 

and unregulated.” The International Education 

Information Paper can be found online at 

http://web.ifac.org/publications/international-

accounting-education-standards-board/adop-

tion-implementation-r. 

A4S and GRI Announces Formation of the 

IIRC

(New York / 2 August 2010) The Prince of 

Wales’ Accounting for Sustainability Project 

(A4S) and the Global Reporting Initiative (GRI) 

announced the formation of the International 

Integrated Reporting Committee (IIRC). The 

IIRC brings together a cross section of rep-

resentatives from the corporate, accounting, 

securities, regulatory, NGO, and standard-

setting sectors. Ian Ball, CEO of IFAC, will serve 

as co-chairman of the Working Group.

The objective of the IIRC is to create a glo-

bally accepted framework for accounting 

for sustainability that brings together finan-

cial, environmental, social, and governance 

information in a clear, concise, consistent, 

and comparable format. The intention is to 

help with the development of more com-

prehensive and comprehensible information 

about an organization’s total performance, 

prospective as well as retrospective, to meet 

the needs of the emerging, more sustainable, 

global economic model.

For further information regarding the IIRC, 

please see www.integratedreporting.org. 

Two IFAC Nominees Selected as Members 

of IFRS SME Implementation Group

(New York / 11 August 2010) The International 

Federation of Accountants (IFAC), the glo-

bal organization for the accountancy profes-

sion, welcomes the announcement by the 

International Financial Reporting Standards 

(IFRS) Foundation of the membership of the 

newly-created SME Implementation Group 

(SME IG). IFAC is pleased to note the appoint-

ment to the SME IG of two of its nominees—

Robin Jarvis and Ricardo Rodil.

The group’s mission is to support the adop-

tion and implementation of the IFRS for Small 

and Medium-sized Entities (IFRS for SMEs) 

around the world. As such, it will develop 

non-mandatory guidance for implementing 

the IFRS for SMEs in the form of questions and 

answers that will be made publicly available 

on a timely basis and make recommendations 

to the International Accounting Standards 

Board if and when needed regarding amend-

ments to the IFRS for SMEs. The members 

of the group will serve a renewable term 

of two years from July 2010. The full list of 

members is available here http://www.ifrs.org/

IFRS+for+SMEs/SME+Implementation+Group/

SMEIG+members.htm.

“We are gratified that two of our nominees 

were selected to join the SME IG,” said Ian Ball, 

CEO of IFAC. “Both small and medium-sized 

practices (SMPs) and SMEs are vital parts of 

the global economy. IFAC provides support 

to SMPs, in collaboration with our member 

bodies, so that they can provide high-quality 

services to their SME clients. We also support 

professional accountants in business, many 

of whom work in SMEs and will use the IFRS 

for SMEs. Providing input into international 

standard - setting - including auditing and 

assurance, ethics, and accounting standards - 

to help ensure that they are relevant to SMPs 

and SMEs is a key part of our work. Robin 

and Ricardo will help the SME IG fulfill its 

mandate by bringing invaluable insights from 

their professional experience, along with that 

drawn from their experience with IFAC’s Small 

and Medium Practices Committee.”

For more information about IFAC’s Small and 

Medium Practices Committee, see www.ifac.

org/smp. 

THE IFAC UPDATE PROVIDES 

 SUMMARIES OF IFAC DEVELOPMENTS 

OVER THE PAST MONTH.
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JUST WHEN YOU THOUGHT 

THAT THE OLDER BREED 

OF ENTREPRENEURS IN 

MALAYSIA WOULD BE 

SLOWING DOWN THE PACE 

OF THEIR MANOEUVRES, 

THEY SPRING A SURPRISE 

ON YOU.

Seventy two year old T Ananda 
Krishnan should be enjoying his 
golden years in the south of France 

where he lives with his wife and young 
daughter. Instead, Ananda surprised the 
market in the last week of July when his 
private vehicles said they were taking pri-
vate two of his listed companies. 

Only a month before that, Ananda, 
along with second largest shareholder, 
Khazanah Nasional Bhd, had privatised 
and de-listed another of Ananda’s flagship 
companies, Astro All-Asia Networks plc.

Ananda stands to be removing a whop-
ping RM18.8bil in market capitalisation if 
he succeeds in privatising Measat Global 
Bhd and Tanjong plc, and if the recently 
privatised Astro is included.

Ananda’s taking private of Astro and 
Measat were less of a surprise as the 
market had been expecting it for a long 
time. The main premise for taking both 
companies off the stock market was that 
they were going into a capital - intensive 
period.

Measat was listed in 2003, via a reverse 
takeover. Usaha Tegas, Ananda’s private 
vehicle, which then ended up with more 
than 90% of the shares of the listed entity 
(after injecting Measat into it) had then 
placed out shares in the satellite operator. 
And one of the companies that took up 
the placement of the Measat shares was 
Telekom Malaysia Bhd, which had forked 
out RM4.165 per share.

management+business

Ananda’s
surprising 
moves
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However, Measat shares had failed to 
perform. Neither did it pay any dividends. 
There was also an absence of any signifi-
cant strategic value that TM had derived 
from the acquisition of Measat shares. 

Hence among all of Ananda’s listed 
companies, Measat stands out as the one 
that had been the laggard. No surprise 
then that TM had written down its invest-
ment in Measat to around RM2.50 per 
share, based on some analyst estimates. 

In Astro’s case, the offer price of 
RM4.30 was deemed fair and acceptable 
by most analysts, considering that it was 
around 20% above Astro’s last traded 
price of RM3.56 and its IPO price of 
RM3.65. Also, Astro’s India business and 

planned China venture would require a 
high capital outlay. 

TAKING TANJONG AWAY
However, Ananda’s privatisation of 
Tanjong took the market, including per-
sonnel working for him, by surprise. The 
stated rationale for Tanjong’s privatisation 

is the same theme found in all of Ananda’s 
privatisation exercises – that the company 
(or at least Tanjong’s power generation 
business) is going through a capital-
intensive mode. “Tanjong will need to be 
restructured and recapitalised in order 
to meet the prospective long-term invest-
ment and debt profile, which will result 
in higher borrowing costs and translate 
into medium term earnings volatility,” 
the company said, adding that minority 
shareholders would then not be subjected 
to the associated risks related to its next 
stage of growth.

Another reason for taking Tanjong 
private is because it suffers from an 
undervaluation, brought about by what is 

referred to as a “conglomerate discount”. 
This refers to the fact that there are many 
different assets within the group and each 
one does not receive its full valuation. 

Indeed the presence of gaming in 
Tanjong, which makes up about 15% of 
Tanjong’s operating profits via its number 
forecast operations, is another reason for 
the privatisation. This is because Shariah-

compliant and other Malaysian-based 
institutional investors were not able to 
invest in Tanjong’s growing power assets, 
given its gaming business.

Hence there is a likelihood that 
Tanjong may one day resurface on Bursa 
Malaysia but in different forms, perhaps 
as different companies focussed on gam-
ing, power and the leisure sector, respec-
tively. Tanjong’s leisure business is made 
up of cinema operations through the TGV 
chain of cinemas and a tropical resort in 
Germany.

THE MAXIS MODEL
After all, that’s exactly what Ananda did 

after he took Maxis private in 2007. He 
brought it back to the market, minus 
the overseas assets. Ananda first listed 
Maxis in 2002 and took it private in 2007. 
But soon after that, he hived off a 25% 
stake in Maxis to Saudi Telecom for 
US$3bil (RM9.57bil). It should be noted 
that Ananda had spent RM16bil to buy 
back 40% of Maxis in its privatisation exer-
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cise. This indicates that he had received a 
higher valuation for Maxis when he sold a 
slice of it to the Saudis.

Not only that, when Maxis was relist-
ed, it was sans the growth assets of India 
and Indonesia. Hence there is specula-
tion that Ananda’s manoeuvres of moving 
companies on and off the local bourse 
are all aimed at gaining maximum value 
for himself.

To be fair to Ananda though, he has 
done so with the least amount of unfair-
ness to minority shareholders. He has 
striven to pay the best price for the shares 
of the companies he has chosen to buy 
back from shareholders. In every attempt 
to take his companies private, Ananda’s 
offer price has always been at a decent 
premium to the market price and always 
above analysts’ target prices.

In Tanjong’s case, the offer price 
of RM21.80 cash per share was at a 
decent 24% premium over its last traded 
price and two times Tanjong’s net asset 
value. Investors who had bought Tanjong 
shares at its 12-month low of RM14.30 on 
19 August 2009 and held on to them until 
the buy-out would have enjoyed a 52% 
gain over a period of less than a year.

Still, investors in Tanjong will miss 
the company, a quality large-cap coun-
ter on Bursa Malaysia that offered the 
combination of defensive earnings, high 
dividend yields and a reasonable price to 
earnings ratio in the low teens.

SPECULATION IS RIFE
Back to Ananda, the market is still scep-
tical about Ananda’s recent moves, to 
remove all his companies from the stock 
market, save for Maxis. No wonder then 
that the rumour mill is working overtime, 
with theories about what’s really driv-
ing Ananda to do this. Some speculate 
that Ananda has lost confidence in the 
Malaysian market. Others theorise that 
Ananda keeps “asset stripping”, by tak-
ing out the high-growth assets from the 
hands of the public and returning only 
the mature assets back to the market. 

However, on closer inspection, it 
should be noted that Ananda is very 

much playing by the rules. Aside from 
always offering a decent payout, Ananda’s 
method of privatisations is also fair.

In all his privatisations, Ananda could 
have opted for the more questionable 
method of buying the assets and liabilities 
of his companies. This method needs a 
lower threshold of shareholders’ support 
and is seen as less advantageous to minor-
ity shareholders. Ananda has always used 
the more onerous general offer, which 
requires the buyer to obtain as much as 
90% acceptances from shareholders for 
the delisting to go through.

There is also speculation that Ananda 
may be looking to list some of his assets 
in another market that would provide a 
loftier valuation. This, however, is unprov-

en. It is hard to imagine a Malaysian 
asset fetching a higher value in another 
market. Indeed, the opposite is more 
likely the case. There are a few small 
Malaysia-based companies with listings 
in Singapore and London but these assets 
seem to carry a “Malaysia” discount when 
listed there, possibly because investors 
are less familiar with the company and 
less in touch with the scene compared 
with investors in the home market.

Also not to be ruled out is the fact 
that Ananda may invite other strategic 
partners into his delisted companies, in 
much the same way that Saudi Telecom 
took a slice of Maxis after the latter’s 
privatisation. But what may irk share-
holders is that the same asset may fetch 
a higher valuation when the strategic 
partner enters compared to when Ananda 
privatised it, indicating that Ananda is get-
ting more than what he paid for it initially. 
That however, is the prerogative of an 
asset owner. What should also be noted 
is the fact that strategic partners are 
driven not just by capital appreciation or 
dividends but also by alliances attached 
to the deal. They may also have a much 
higher risk appetite and a much longer-
term investment horizon.

Hence despite his age and having 
achieved all that he already has, Ananda 
remains one of Malaysia’s most active 
and successful businessman. Many will 
be watching his next moves eagerly. In 
fact, in the near term, there is talk that 
he could be relisting his previously pri-
vatised assets such as Bumi Armada and 
Powertek.

Ananda was also seen at the recent 
annual media mogul-fest, the Allen & 
Company’s Sun Valley Conference in Sun 
Valley, Idaho. The secretive conference 
draws the top names from the media 
industry and many high-level business 
deals are hatched there. Interestingly, 
Ananda is said to have had meetings with 
select top names in the media industry 
such as media mogul Rupert Murdoch 
and Apple’s founder Steve Jobs. That 
should leave enough meat to chew on for 
those who are closely watching Ananda’s 
next moves. 

Interestingly, Ananda is said 
to have had meetings with 

select top names in the media 
industry such as media mogul 
Rupert Murdoch and Apple’s 

founder Steve Jobs. That should 
leave enough meat to chew 
on for those who are closely 

watching Ananda’s next moves. 
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GOODBYE, CUBICLE, HELLO, OPEN SPACES! WHEN 

TRADITIONAL 9 TO 5 JOBS ARE REPLACED BY A 

24/7 WORLD, IT’S NOT JUST THE WORKERS THAT 

NEED TO WORK HARD, BUT ALSO THEIR WORK

STATIONS.

the Box
Anis Ramli

Thinking out of
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According to Cherry Wan of Steelcase Asia 
Pacific, “Today’s workspace is no longer a 
series of isolated boxes, but rather an open 
space that supports team communication, 
collaboration and informal networking, 
while at the same time providing privacy 
for task work, as well as easy integration 
of technology to help people work smarter, 
more efficiently and effectively.” 

A high-performance workspace pro-
vides a selection of inspiring spaces that 
supports what the industry calls “the four 
individual and collective states of work”. 
Together, all four elements – focusing, 
collaborating, learning and socialising – 
help workers realise their full innovative 
and creative potential. As a result, it helps 
a company move forward powered by 
innovative employees.

Prior to moving to their new office 
in Houston, Texas, Accenture recently 
realised their workstations were underu-
tilised. Employees were either offsite, in 
project rooms or collaborating in team 
spaces. The company knew they needed 
to have a workplace that reflected the 
working patterns of its staff so it rolled out 
its pilot Workplace 2.0 strategy at its new 
office with impressive results. The new 
building downsized from three floors and 
66,000 square feet to just one floor and 
25,000 square feet, yet they still managed 
to support more than 800 people. 

THINKING OUT OF THE BOX

Real estate and 

people. These 

were the two 

key compo-

nents businesses grap-

pled with as they recov-

ered from the recession. 

With many companies 

now working on a 

leaner team and within 

smaller offices, how then 

can they inspire every 

employee to be efficient 

and utilise the new 

office space maximally? 

The answer, it seems, is 

in the workspace. Every 

square metre has to be 

fully functional, whether 

it’s supporting the busi-

ness or attracting clients 

or reinforcing the organ-

isation’s brand. Is this 

wishful thinking or can 

one make space work 

that hard? 
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How was this even possible? The solu-
tion lies in clever office design and layout. 
While Accenture engaged in shrinking 
individual footprints, the company also 
incorporated its own Four Es philosophy, 
ensuring its workplace meets high stand-
ards for ‘efficiency, effectiveness, engage-
ment, and environment’. Workspaces 
were no longer assigned; instead they 
were shared, with common areas for 
discussions, lounging and collaborative 
work.

Similarly, mobile telecom giant 
Vodafone employed its own integrated 
strategy at its new Netherlands head-
quarters in Amsterdam. The office relo-
cation also involved consolidating staff 
from three different sites. To encour-
age mobile, interaction and faster infor-
mation flow, Vodafone opted to forgo 
the traditional workspace. Instead, the 
Amsterdam office has a very open layout 

with plenty of room for meetings and 
projects. No staff has an assigned work-
space and everyone, from top manage-
ment to the newest recruit, work from the 
same workspace. Not only that, the office 
is also colourful, welcoming and has an 
energetic vibe.  

Benching is another workplace trend 
that is becoming popular, particularly 
in encouraging a smaller office to work 
smarter. Basically, employees share a 
long table, void of any space-defining pan-
els with little or no dedicated storage and 
privacy. Already a familiar strategy across 
European offices, the approach of bench-
ing – supporting workers who are mobile, 

constantly in focus groups or collabora-
tive work – is now a growing concept in 
North America. Research conducted by 
Steelcase WorkSpace Futures in Europe 
and North America shows space savings 
of 22-26 per cent in benching applications 
verses individual workstations, and an 
initial cost savings of 10-15 per cent. 

However, benching can also be risky, 
especially when companies try to cram 
too many desks in small spaces to save 
cost. This ultimately affects work per-
formance. The way around it is to assign 

collaborative work areas, cafes and lounge 
areas where staff have the option to be 
mobile and choose different areas for 
different projects and tasks. With such 
an ‘open’ layout, organisations find that 
information flows through easily. This 
also helps boost staff morale, since staff 
feel they are included in any information 
sharing as opposed to feeling left out and 
remote from what’s happening all the 
time. In other words, no walls and no bar-
riers help promote and encourage staff 
interaction. 

With such an ‘open’ layout, organisations find that 
information flows through easily. This also helps boost 
staff morale, since staff feel they are included in any 
information sharing as opposed to feeling left out and 
remote from what’s happening all the time. In other 
words, no walls and no barriers help promote and 
encourage staff interaction. 
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Coming up with the right workspace 
layout is not an easy task. There is a need 
to adopt a user-centred approach to design 
and development of workspace-related 
products. In re-designing an office, the 
best approach is to ask, observe and 
research how people in the organisation 
work, since they are the ones using the 
workstations. 

There is also a need to accommodate 
Generation Y workers, who are a vastly dif-
ferent kettle of fish from Gen X and baby 
boomers. Recently Steelcase conducted a 
Generation Y research study in US, China 
and India, which showed that while each 
worker is individualistic in their identity, 
they share similar views when it comes to 
work. Respondents expect work to provide 
an environment for personal growth and 
development, while still being able to bal-
ance work and life.

The results will help businesses 
understand the next generation of work-
ers and design workplaces that can pro-
vide employee satisfaction and hopefully, 
enhance retention. For instance, work-
space personalisation as an expression of 
identity is increasingly important. “People 
no longer work with only paper, and this 
has freed up space in the workplace for 
them to bring personal items to work to 
add an individual touch to their work-

space. They want to make themselves at 
home and support the way they like to 
work while expressing their individual 
identity,” said Wan. 

The next generation workspace is 
one that works harder. Organisations 
can no longer deny that advances in tech-
nology, changes in socio-demographics 
and attitude to work, economic mar-
kets, and the sustainable construction 
agenda are impacting workplace design 
and operation. With Gen Y as the future 
of the global work force, it makes sense 
to understand their desires, values and 
the way they work, to create solutions 
that will enable them to work more effi-
ciently and effectively as they bring their 
unique skills, approaches and ways of 
working to the workplace. A workplace 
that works hard will help retain knowl-
edge workers, while helping organisa-
tions to build their brands and facilitate 
increased output. 

THINKING OUT OF THE BOX
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The world lately has been a very vola-

tile environment, chock-full of cri-

ses that have forced governments 

and businesses to adopt necessary 

short-term measures to restore calm 

and a semblance of stability.  

However, while commentators, politicians 

and analysts may have been distracted by the 

powerful effects of the global financial crisis into 

prioritising short-term health, it’s important that 

the longer term isn’t forgotten. To help com-

panies and businesses plan for the future, a 

recent report entitled Where next for the global 

economy? A view of the world in 2030 unveils the 

projected trends that will shape the world in 

2030. Among these key trends are the downsiz-

ing and outsourcing of big business, scarcity, and 

the flattening of the globalised world as well as a 

shift in power to the East. 

Downsizing and Outsourcing   Some of 

today’s biggest companies are likely to de-con-

glomerate by 2030, outsourcing almost all cen-

tral functions to achieve efficiency. ‘Federations 

of businesses’ will be the corporations of tomor-

row. Strong virtual ties will connect increasingly 

specialist and remote businesses, located in 

increasingly specialised regions and cities. Small 

businesses will act like shoals of fish, becoming a 

strong global force in the global environment.

Scarcity   With the world’s population grow-

ing and with resources heading in the oppo-

site direction, there could be severe pressure on 

access to oil, gas, or water. Food will be limited 

too, leading to increasing elements of national-

ism in discussions about resources.

Flattening    The world will be made ‘flatter’ as 

a result of globalisation. This could lead to a shift 

in global influence to the East. The East won’t be 

the next big thing; it will be the big thing. The 

business world will be astonished by the rise of 

new companies from emerging markets. The 

power and influence of these new emerging 

giants will be stunning and should not be under-

estimated in any way.

The World in
lifestyle | TRENDS

TAKING A NEW APPROACH TO GLOBAL BUSINESS
Helen Brand, Chief Executive ACCA

THE WORLD IN 2030 WILL BE A STARTLINGLY DIFFERENT PLACE, WITH A ‘FLATTENING’ OF 

THE ECONOMIC LANDSCAPE, PRESSURE ON SCARCE RESOURCES, AND A MORE GENUINELY 

GLOBAL MARKET  PLACE EVEN AS THE AXIS OF POWER SHIFTS TO THE EAST, NOTES A RECENT 

REPORT WHERE NEXT FOR THE GLOBAL ECONOMY? A VIEW OF THE WORLD IN 2030. 

COUNTRIES AND COMPANIES THAT GRASP THESE CHANGES AND LEVERAGE THESE NEW 

FORCES FOR GROWTH WILL BE THE BEST POSITIONED FOR SUSTAINABLE SUCCESS COME 2030.
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In addition, the report also highlights five inter-
related elements or business drivers which will 
be precursors for regional or national growth 
on the road to 2030. These do not exhaustively 
represent the keys to success. And not all these 
elements need to be present for growth – each 
country has its own unique blend. But countries 
that can leverage their strength in all these 
elements will be able to establish a strong 
foundation and recipe for success in the coming 
decades.

Leveraging on future business drivers

The main business drivers of the future will have 
an educational and cultural foundation. Higher 
consumption levels particularly in emerging 
markets will include a significant appetite for 
formal education. Elsewhere, entrepreneurs will 
continue to seek countries with a stable legal 
and fiscal framework in which to base their busi-
nesses. They will also take a regional approach, 
choosing a country that gives them easy access 
to neighbouring markets so that trade can sup-
port domestic growth.

 Stability as the foundation

First, countries that succeed must have political 
and economic stability. A stable and settled envi-
ronment will be a core prerequisite of growth, 
and is necessary to enable the development 
of new corporations. Stability is essential to 
allow both entrepreneurs and businesses to 
take advantage of markets and resources, and 
to develop a strong educational infrastructure.

Conversely, the absence of political and eco-
nomic stability will be the key social constraint 
to growth. Furthermore, political and economic 
stability is believed to be the key factor deter-
mining the future shift of power to individual 
nations. 

Tapping into a domestic market

Countries with a large domestic market, as in 
the case of the BRICs (Brazil, Russia, India and 
China), have an obvious advantage in the run-
up to 2030. Access to a large domestic market 
fuels growth. The market does not even have to 
be the country’s own, since countries can take 
advantage of those close to their borders.
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Still, a small domestic market is not 
an insurmountable obstacle. There are 
examples of companies in certain regions 
that have been creative about strategi-
cally tailoring their products to meet the 
needs of citizens in countries with large 
domestic markets. In other words, you 
have to deliver precisely what the market 
demands.

Access to natural resources

There continues to be clear benefits of 
being able to use and sell commodities, as 
long as countries have the infrastructure 
and political will. However, countries lack-
ing their own resources can build their 
resource base by investing in and extract-
ing the resources of another country or 
region.

Despite the benefits of being blessed 
with resources, there is a danger of this 
being taken too far in regions suffering 
the phenomenon of the ‘resource curse’. 
The countries which are dependent on 
natural resources have traditionally found 
it very hard to diversify away from them. 
In a worst-case scenario, resource-rich 
nations tend to run up a balance of pay-
ments surplus which will in turn force 
up their exchange rate which makes 
other economic activities. To avoid this 
resource curse, it is necessary for such 
countries to diversify and add value to 
their commodities by going further down-
stream. An example of this is Brazil, 
which has added value to its meat and 
food industry by providing prepared meat 
in sealed packages and other food exports 
that have turned it into China’s bread and 
food basket.

Education as growth enabler

A well-educated population is a strong 
enabler of growth. Those countries that 
value education and invest in it should 
reap the rewards in 2030. However, edu-
cation needs to be focused on producing a 
new generation of globalists – those with 
a well-rounded perspective on the world, 
different cultures and how the politi-
cal and corporate environment works in 
each. These globalists will be the leaders 
of tomorrow. 

To cultivate this global perspec-
tive, higher education institutions need 
to become universities of the world. 
Currently, the highest-ranked universities 
are in the West. However, unless the West 
adapts its institutions to become true 
universities of the world, the globalists of 
the next generation look likely to emerge 
from the emerging economies.

Valuing the entrepreneur

An entrepreneurial spirit was also identi-
fied as being crucial. Economic growth 
fostered by small and medium enter-
prises (SMEs) will be significant in 2030. 
Being able to harness this spirit will be 
essential for success. While intellectual 
property figures make it clear that most 
innovation, research and development 
is emerging from originators in today’s 
more developed economies – by 2030, the 
game should be much more open due to 
the stimulus of education.

To sum up, the world in 2030 will be 
a startlingly different place, with a ‘flat-
tening’ of the economic landscape and a 
more genuinely global market - place. In 

2030, the world could be facing intense 
pressure on resources, a big shift in glo-
bal power, and a completely different way 
of doing global business. These aren’t 
things that we can just deal with when 
they crop up. We need to start thinking 
about tomorrow today. People must be 
encouraged to think beyond the short-
term and to consider how their actions 
today will affect the world tomorrow. 
Importantly, this new thinking and these 
fresh insights will help businesses and 
governments make decisions today to 
capitalise on future opportunities and to 
determine a more sustainable future. 

Where next for the global economy? A view 
of the world in 2030, a report from ACCA 
(the Association of Chartered Certified 
Accountants), in collaboration with the strate-
gic research and consulting group Lighthouse 
Global, collates predictions from 15 global 
experts in business, economics, and account-
ancy in areas such as the future global power, 
the future of the earth’s resources, and the 
future of the corporate eco-system. To read the 
full report, go to www.accaglobal.com/af
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Get ready for the 
changing world of

Gartner Says the World of Work 
Will Witness 10 Changes During 
the Next 10 Years.

The world of today is 
dramatically different 
from 20 years ago and 
with the lines between 
work and non-work 
already badly frayed, IT 
research and advisory 
company Gartner, Inc. 
predicts that the nature 
of work will witness 10 
key changes through 
2020. Organizations 
will need to plan for 
increasingly chaotic 
environments that are 
out of their direct con-
trol, and adaptation 
must involve adjusting 
to all 10 of the trends.
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“W ork will become 
less routine, 
characterized by 
increased volatil-

ity, hyperconnectedness, ‘swarming’ and 
more,” said Tom Austin, vice - president 
and Gartner fellow. By 2015, 40 per cent 
or more of an organization’s work will be 
‘non-routine’, up from 25 per cent in 2010. 
“People will swarm more often and work 
solo less. They’ll work with others with 
whom they have few links, and teams 
will include people outside the control 
of the organization,” he added. “In addi-
tion, simulation, visualisation and unifica-
tion technologies, working across yotta-
bytes of data per second, will demand an 
emphasis on new perceptual skills.”

Organizations will need to determine 
which of the 10 key changes in the nature 
of work will affect them, and consider 
whether radically different technology 
governance models will be required. 

De-routinization of Work
The core value that people add is not in 
the processes that can be automated, 
but in non-routine processes, uniquely 
human, analytical or interactive contribu-
tions that result in words such as discov-
ery, innovation, teaming, leading, selling 
and learning. Non-routine skills are those 
we cannot automate. For example, we 
cannot automate the process of selling a 
life insurance policy to a skeptical buyer, 
but we can use automation tools to aug-
ment the selling process.

2. Work Swarms
Swarming is a work style characterized 
by a flurry of collective activity by anyone 
and everyone conceivably available and 
able to add value. Gartner identifies two 
phenomena within the collective activity; 
Teaming (instead of solo performances) 
will be valued and rewarded more and 
occur more frequently and a new form 
of teaming, which Gartner calls swarm-
ing, to distinguish it from more histori-
cal teaming models, is emerging. Teams 
have historically consisted of people who 
have worked together before and who 
know each other reasonably well, often 

GET READY FOR THE CHANGING WORLD OF WORK

working in the same organization and for 
the same manager. Swarms form quickly, 
attacking a problem or opportunity and 
then quickly dissipating. Swarming is an 
agile response to an observed increase 
in ad hoc action requirements, as ad hoc 
activities continue to displace structured, 
bureaucratic situations.

Weak Links
In swarms, if individuals know each other 
at all, it may be just barely, via weak links. 
Weak links are the cues people can pick 
up from people who know the people they 
have to work with. They are indirect indi-
cators and rely, in part, on the confidence 
others have in their knowledge of people. 
Navigating one’s own personal, profes-
sional and social networks helps people 
develop and exploit both strong and weak 
links and that, in turn, will be crucial to 
surviving and exploiting swarms for busi-

ness benefit.

Working With the Collective
There are informal groups of people, 
outside the direct control of the organiza-
tion, who can impact the success or fail-
ure of the organization. These informal 
groups are bound together by a common 
interest, a fad or a historical accident, as 
described by Gartner as “the collective.” 
Smart business executives discern how 
to live in a business ecosystem they can-
not control; one they can only influence. 
The influence process requires under-
standing the collectives that potentially 
influence their organization, as well as 
the key people in those external groups. 
Gathering market intelligence via the 
collective is crucial. Equally important is 
figuring out how to use the collective to 
define segments, markets, products and 
various business strategies.

Spontaneous Work

This property is also implied in Gartner’s descrip-

tion of work swarms. Spontaneity implies more 

than reactive activity, for example, to the emer-

gence of new patterns. It also contains proactive 

work such as seeking out new opportunities and 

creating new designs and models.
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Work 

Sketch-Ups
Most non-rou-
tine processes 
will also be 
highly informal. 
It is very important 
that organizations try 
to capture the criteria used 
in making decisions but, at least for 
now, Gartner does not expect most non-
routine processes to follow meaningful 
standard patterns. Over time, we believe 
that work patterns for more non-rou-
tine work will emerge, justifying a light-
handed approach to collecting activity 
information, but it will take years before 
a real return on investment for this effort 
is visible. In the meantime, the process 
models for most non-routine processes 
will remain simple “sketch-ups,” created 
on the fly.

 Simulation and Experimentation
Active engagement with simulated envi-
ronments (virtual environments), which 
are similar to technologies depicted in the 
film Minority Report, will come to replace 
drilling into cells in spreadsheets. This 
suggests the use of n-dimensional vir-
tual representations of all different sorts 
of data. The contents of the simulated 
environment will be assembled by agent 
technologies that determine what materi-
als go together based on watching people 
work with this content. People will inter-
act with the data and actively manipulate 
various parameters reshaping the world 
they’re looking at.

Pattern Sensitivity
Gartner has published a major line of 
research on Pattern-Based Strategy. The 
business world is becoming more vola-
tile, affording people working off of linear 
models based on past performance far 
less visibility into the future than ever 
before. Gartner expects to see a sig-
nificant growth in the number of organi-
zations that create groups specifically 
charged with detecting divergent emerg-
ing patterns, evaluating those patterns, 
developing various scenarios for how the 
disruption might play out and proposing 
to senior executives new ways of exploit-
ing (or protecting the organization from) 
the changes to which they are now more 
sensitive.

Hyperconnected
Hyperconnectedness is a property of most 
organizations, existing within networks of 
networks, unable to completely control 
any of them. While key supply chain 
elements, for example, may be “under 
contract,” there is no guarantee it will 
perform properly, not even if the supply 
chain is in-house. Hyperconnectedness 
will lead to a push for more work to 

occur in both formal 
and informal relation-

ships across enterprise 
boundaries, and that has 

implications for how peo-
ple work and how IT sup-

ports or augments that work.

My Place
The workplace is becoming 

more and more virtual, with 
meetings occurring across 
time zones and organiza-
tions and with participants 

who barely know each other, working 
on swarms attacking rapidly emerging 
problems. But the employee will still 
have a “place” where they work. Many 
will have neither a company-provided 
physical office nor a desk, and their work 
will increasingly happen 24 hours a day, 
seven days a week. In this work environ-
ment, the lines between personal, profes-
sional, social and family matters, along 
with organization subjects, will disappear. 
Individuals, of course, need to manage 
the complexity created by overlapping 
demands, whether from the new world of 
work or from external (non-work related) 
phenomena. Those that cannot manage 
the underlying “expectation and inter-
rupt overloads” will suffer performance 
deficits as these overloads force indi-
viduals to operate in an over-stimulated 
(information-overload) state. 

Read more on the evolution of work in the 
Gartner report Watchlist: Continuing 
Changes in the Nature of Work, 
2010-2020. The report is available on 
Gartner’s website at http://www.gartner.
com/resId=1331623.

PatterPatte
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GET READY FOR THE CHANGING WORLD OF WORK
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lifestyle | TRAVEL

Time was that the bright lights 
and city vibes of Kuala Lumpur 
were enough for the everyday 
tourist spending time in Malaysia. 

Recently however, interest in the coun-
try’s attractions was renewed with the 
recent listing of George Town, Penang and 
Malacca city as UNESCO World Heritage 
sites, welcoming a new wave of visitors 
with a mindset of ‘anything old is new’.

So perhaps it’s no coincidence that 
Ipoh, the capital of Perak, has suddenly 
injected new charm into its visitor cam-
paign by providing guests with a free 
brochure on Ipoh Heritage Trail. Once 
a town that seemed destined to be just a 
by-the-way stop for travellers making their 
way from Kuala Lumpur to Penang and 
vice versa, Ipoh, probably tired of playing 
second fiddle, dug deep into its history 
and now happily makes a display of all its 
heritage buildings. 

Ipoh was founded in the 1820s as a 
small riverbank village, but only flourished 

during the tin rush in the 1870s under 
British rule. Trust the British to turn 
a sleepy backwater into a vibrant town. 
Before long, the English had furnished 
Ipoh with navigable roads, encouraged 
the economy with the building of various 
shops and a market, and there was even 
entertainment, with a theatre built to serve 
the growing population. 

With tin mining developed, many 
British came to then-Malaya to set up tin 
mining companies and lived a colonial life 
envied by those back home. Malaya was 
considered the ‘exotic Far East’ and soon 
lured architects, engineers and bankers 
to settle in Ipoh, simultaneously changing 
the landscape of the town. While the city’s 
street grid may be designed by the Brits, 
it is the Kinta River that surreptitiously 
divided Ipoh into two distinct quarters: Old 
Town and New Town. It is the Old Town 
that is markedly different from any other 
area of Ipoh city and this is where the her-
itage trail begins.

IPOH TOWN HAS BURST BACK TO LIFE 

WITH TOURISTS’ RENEWED INTEREST IN 

HERITAGE AND CULTURE.

Say aye to Ipoh Straits Trading Building

Anis Ramli
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SAY AYE TO IPOH

Ipoh Railway Station

Jubilee Park

The most iconic landmark in this quar-
ter is the Ipoh Railway Station. Built in 
1915 by A.B. Hubback, who also designed 
Kuala Lumpur’s railway station, the build-
ings’ similar Moorish elements are unmis-
takable. Visitors will easily identify with its 
distinct white domes and high arches that 
also earned the building the title ‘the Taj 
Mahal of Ipoh’. 

The station also houses The Majestic 
hotel, completed in 1917. In its heyday, it 
was the social centre of Ipoh and was famed 
for its 180-metre long verandah overlook-
ing a manicured garden. Nowadays how-
ever, little of its grandeur remains due to 
lack of proper maintenance. Rooms, while 
still retaining the classic French windows 

Once a town that 
seemed destined to be 
just a by-the-way stop 
for travellers making 
their way from Kuala 

Lumpur to Penang and 
vice versa, Ipoh, probably 
tired of playing second 
fiddle, dug deep into its 
history and now happily 
makes a display of all its 

heritage buildings. 
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SAY AYE TO IPOH

Mercantile Bank

Birch Memorial Clock Tower

Ipoh Town Hall

Ironically, Birch was 
not well liked by Perak 

 residents during his tenure. 
The erection of the tower 
further perplexed many as 
his son, E.W. Birch, was a 

more popular administrator 
than his father as Resident. 

Yet a fountain made 
entirely of marble built in 
his dedication at Belfield 
Street was demolished in 

the 1990s!
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and doors, remain uninspiring and devoid 
of similar colonial-style fixtures. The best 
preserved item in the entire building is 
perhaps the century-old lift. Imported 
from London, this carved masterpiece in 
iron and wood is a throwback to an era of 
leisure, when lifts – and folks – took their 
time to arrive at their destination.

It is for these reasons of nostalgia 
that the Kinta Heritage Group Sdn Bhd 
recently distributed 500,000 copies of the 
Ipoh Heritage Trail map, hoping to rekin-
dle local and visitor interest in heritage 
buildings. The trail guides visitors from 
the railway station to Concubine Lane 
(Jalan Panglima), the latter of which is a 
quaint lane with 27 pre-war shophouses 
that has recently been earmarked by Perak 
Tourism for conservation. 

Indeed, if one were to look at Ipoh’s 
history, it reveals a state filled with his-

SAY AYE TO IPOH

torical significance. The Ipoh Town Hall 
located across the street from the railway 
station is a prime example. This stately 
colonial building built during World War I 
was both Ipoh’s post and telegraph office 
and its police headquarters. In 1945, it 
became the venue of the Malay Nationalist 
Party’s inaugural congress. This was also 
where Indian poet and Nobel Laureate 
Rabindranath Tagore delivered a speech 
to Perak’s school teachers in the 1930s.

The building, also a Hubback prod-
uct, took a long time to complete due to 
the shortage of materials and high cost 
of labour during the war and construc-
tion was finished only in 1916. There 
is also rumoured to be an underground 
tunnel linking the Town Hall to the Ipoh 
High Court for transportation of prisoners, 
instead of having them arrive through the 
courts’ front gates.

A few hundred metres behind the 
Town Hall along Post Office Road (Jalan 
Dewan) is the Birch Memorial Clock 
Tower. Built to honour J.W.W. Birch, 
Perak’s first British Resident, the four-
sided structure is rich in detail. Its bell 
measures six feet in diameter and weighs 
10 cwt and once chimed to the tune of 
the Big Ben of London. There are also 
four terracotta figures perched on a ped-
estal, each representing the four virtues 
of British Administration (loyalty, justice, 
patience and fortitude). A panel near the 
lower half of the bell tower bears images of 
44 famous persons in world history. Upon 
close observation of the panel, one can see 
that one of the drawings seemed to have 
been ‘whited out’. Word has it that this 
was the figure of the Prophet Muhammad 
(peace be upon him) and that it was 
painted over in the 1990s in deference to 
Muslims’ belief that any depiction of the 
Prophet is strictly forbidden.

Ironically, Birch was not well liked by 
Perak residents during his tenure. The 
erection of the tower further perplexed 
many as his son, E.W. Birch, was a more 
popular administrator than his father as 
Resident. Yet a fountain made entirely of 
marble built in his dedication at Belfield 
Street was demolished in the 1990s!

Strolling down Station Road (Jalan 
Dato Maharajalela) and towards Belfield Concubine Lane (Jalan Panglima)



64     ACCOUNTANTS TODAY | SEPTEMBER 2010

St. Michael’s Institution

SAY AYE TO IPOH

F.M.S. Bar and Restaurant

Ipoh High Court

Those who were fortunate 
enough to patronise 
the place prior to its 

refurbishment recall an 
ambience that transported 

them to the heydays 
of colonial Ipoh. The 
restaurant was filled 

with antiques, historical 
paraphernalia and a 

large portrait of Queen 
Elizabeth II in 

her teens! 
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Street (Jalan Sultan Yussuf), one will find 
a fine ensemble of pastel-hued colonial 
buildings restored to house various busi-
nesses. This includes the Perak Hydro 
Building, the Art Deco-styled Mercantile 
Bank, the Chartered Bank building, the 
Renaissance-inspired Straits Trading 
Building, and the Renaissance-inspired 
S.P.H. De Silva Building. While each is 
architecturally different, the homogeny in 
materials, detailing and finishing gives this 
area a visually uniform look.

Another, the F.M.S. Bar and Restaurant 
at the corner end of Belfield Street, is poised 
to become an example of one of Ipoh’s 
more successful restoration projects. Built 
in 1906, the pale blue exterior that features 
ceramic artwork and elaborate plaster ren-
derings was once a favourite watering hole 
among European miners and planters, 
including the sportsmen who played at the 
Ipoh Padang across the street.

The FMS building, an acronym that 
stood for the Federated Malay States 

of Perak, Selangor, Pahang and Negeri 
Sembilan (set up by the British Empire 
in 1896 to be self-sustaining), continued 
its run as a bar and restaurant up to 2008 
and was the longest-serving restaurant in 
Malaysia before closing down for renova-
tions. The restoration plans will include 
retaining the building’s original design, 
including its roof tiles and floor tiles and, 
once ready at the end of 2010, the bar and 
restaurant will also house a boutique hotel 
in the upper floor.

Those who were fortunate enough to 
patronise the place prior to its refurbish-
ment recall an ambience that transported 
them to the heydays of colonial Ipoh. The 
restaurant was filled with antiques, his-
torical paraphernalia and a large portrait of 
Queen Elizabeth II in her teens!  

Following the trail laid out on the 
Ipoh Heritage map provides visitors with 
a momentary sense of what the city can 
look like if local council and government 
work together with the private sector and 

non-profit organisations to restore the city. 
With Visit Perak Year 2012 around the 
corner, and a special committee set up to 
nominate Kinta Valley, including Ipoh, as a 
UNESCO tin heritage site, the future looks 
promising for this old tin mining town. 

SAY AYE TO IPOH

Han Chin Pet Soo Building

For a more in-depth heritage tour 

of Ipoh, grab the Ipoh Heritage Trail 

Map 1 from any tourist information 

centre in Ipoh town, or enquire at 

kintaheritage@gmail.com. Guided 

heritage walks are held every 

Saturday at 8 a.m. beginning at the 

Ipoh Railway Station. WCOA 2010 

delegates can make their way to 

Ipoh from Kuala Lumpur on Keretapi 

Tanah Melayu’s new express electric 

train service, a journey lasting less 

than two hours. 
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The global financial crisis of 

2007-08 demonstrated the 

devastating impact of poor 

governance on financial markets 

and its participants. It was a costly 

reminder of how good corporate 

governance is essential to all 

companies wanting to create and 

manage wealth in a sustainable 

manner for its shareholders 

and other stakeholders. Going 

forward, more rigorous corporate 

governance will be needed in Asia 

as a growing number of regional 

firms step up to take their place on 

the world stage.

Challenges in Implementing 

Corporate Governance: Whose 

Business is it Anyway? aims to help 

board members of public-listed 

companies focus on what really 

matters. Author and acclaimed 

expert, John Zinkin, has 39 years 

of working experience, of which 

24 have been in Asia. As the 

CEO of the Securities Industry 

Development Corporation (SIDC), 

the training and development 

arm of the Securities Commission 

Malaysia, he is engaged in running 

regular workshops for senior 

directors of Malaysian public-listed 

companies on implementing good 

corporate governance. Treating 

governance issues with the Asian 

practitioner in mind, Zinkin distills 

his many years of experience and 

best of insights into this single, 

authoritative volume.

Zinkin’s book deftly tackles the 

two main challenges facing board 

members and senior management 

in Asian firms – cross-cultural 

differences when adopting Western 

codes of corporate governance, 

and the difficulty in translating 

conformance or compliance 

(as necessitated by regulators) 

into good performance (as 

demanded by shareholders). It then 

shows how to make corporate 

governance operational, using 

extensive Asian examples as well 

as familiar Western case studies to 

illustrate. Other germane topics 

addressed in the book include 

the four key factors that will help 

organizations move from good 

governance to good results, as 

well as effective and practical 

risk management strategies for 

companies. Compelling, instructive 

and practical, this book is a must-

read for any board representative 

serious about their “license to 

operate”. 

BOOK REVIEW

By John Zinkin
Published by 

John Wiley & Sons (Asia) Pte Ltd

ISBN: 978-0-470-82522-8

Hardback; 260 pages 

RM139.80
Available at all major bookstores

Challenges in Implementing Corporate 
Governance : Whose Business Is It Anyway?

MIA members are entitled to a 20% discount, kindly email your orders to education@mia.org.my
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2010 CALENDAR OF MIA PROFESSIONAL DEVELOPMENT CENTRE (MPDC) TRAINING PROGRAMMES

LOCATION DATE PROGRAMME TITLES SPEAKER VENUE 
FEE 
(RM) 

CPE 
Hours

REMARKS

October 2010

Klang Valley 4 & 5 
October 

Financial Essentials for Non-Financial Professionals Yoga Thevan Concorde Hotel KL 800 16 SMECorp 
Subsidised & 
HRDF Claimable

4 & 5 Oct Accounting and Taxation Treatment for Islamic Financial Instrument Muhammad Arzim Naim Melia KL tba 16 HRDF Claimable

5 October Corporate Tax Planning - Minimise Tax & Increase Profitabilty Chow Chee Yen Best Western Premier 
Seri Pacific KL

500 8 HRDF Claimable

5 October Islamic Stockbroking Muhammad Zahid Abdul 
Aziz 

Melia KL 550 8 HRDF Claimable

6 October Islamic Asset Backed Securitisation Muhammad Zahid Abdul 
Aziz 

Melia KL 550 8 HRDF Claimable

6 & 7 Oct Fundamental of Budgeting and Cash Flow Forecasting Kenneth Tam Melia KL 900 16 HRDF Claimable

8, 13, 14 & 
15 October 

Business Analytics & Reporting KK Tang Training Choice KL 4,200 32

11 & 12 Oct Accountants in Business Symposium 2010 various KL Convention Centre 1,500 16 HRDF Claimable

11 & 12 Oct Presentation of Financial Statements and Reporting T. Tharmaseelam Melia KL tba 16 HRDF Claimable

11 & 12 Oct Practical Accounting Principles and Practices Kenneth Tam Hotel Maluri KL 900 16 HRDF Claimable

11 & 12 Oct Integrating Financial Data and Reports Presentation for Accountants Kok Yee Lan Training Choice KL 1,100 16 HRDF Claimable

12 & 13 Oct Financial Due Diligence Ramesh Ruben Louis Melia KL 800 16 HRDF Claimable

13 & 14 Oct Managing Costs - Understand Costing Principles and Variance Analysis Kenneth Tam Melia KL 900 16 HRDF Claimable

14 & 15 
October

Highlights of Newly Issued, Revised & Re-drafted Clarified Standards Janise Lee Best Western Premier 
Seri Pacific KL

800 16 HRDF Claimable

18 & 19 Oct Building Financial Models for Decision - Making Bryan Ng Hilton PJ 1,100 16 HRDF Claimable

19 October Anti - Money Laundering and Anti - Terrorism Financing Wiliam Leong Concorde Hotel KL 800 16 HRDF Claimable

20 & 21 Oct Revenue and Construction Contracts - FRS 118 & FRS 111 J. Selvarajah Concorde Hotel KL 850 16 HRDF Claimable

21 October Branding for Sustaining Professional Firms Tham Kok Jau & Yap 
Keng Teck

Melia KL 600 8 HRDF Claimable

21 & 22 
October

Financial Project Management for Construction (Management Level) Gerard Paulian & Vik 
Subramaniam

Melia KL 900 16 HRDF Claimable

26 & 27 Oct Finance for Credit and Cost Control Decisions William Leong Melia KL 800 16 HRDF Claimable

28 & 29 Oct Mind Mapping for Quick Action KC Liew Concorde Hotel KL 1,200 16 HRDF Claimable

Northern 
Region 

 1 October Mastering Tax Cases – Strategies to Minimise Tax S. Saravana Kumar Eastin Hotel 400 8

5 & 6 Oct Financial Due Diligence Ramesh Ruben Louis Heritage Hotel Ipoh 800 16 HRDF Claimable

13 & 14 Oct Consolidated Financial Statements - A Practical Approach Lim Geok Heng Eastin Hotel Penang 850 16 HRDF Claimable

18 & 19 Oct Advance Practical Accounting Principles & Practices Kenneth Tham Heritage Hotel Ipoh 900 16 HRDF Claimable

20 & 21 Oct Advance Practical Accounting Principles & Practices Kenneth Tham Traders Hotel Penang 900 16 HRDF Claimable

Southern 
Region

5 & 6 
October

Implementing Quality Control - Incorporating ISQC1 and Practice Review Findings Leong Chee Foong Grand BlueWave 
Hotel JB

650 16 SMECorp 
Subsidised & 
HRDF Claimable

7 & 8 Oct Auditor’s Reporting Responsibilities Janise Lee The Puteri Pacific JB 800 16

12 October Corporate Tax Planning - Minimise Tax & Increase Profitabilty Chow Chee Yen Mutiara JB 500 8

14 & 15 Oct Mind Mapping for Quick Action KC Liew The Puteri Pacific JB 1200 16 HRDF

18 & 19 
October

Updates of FRSs 2010 New and Revised FRSs, Amendments, IC Interpretations and 
the New Bursa Listing Requirements

Woon Chin Chan & Tan 
Liong Tong

Mutiara JB 1000 16 HRDF Claimable

20 October Accounting for Agriculture - Covering Living Plants & Animals Woon Chin Chan & Tan 
Liong Tong

Mutiara JB 550 8 HRDF Claimable

21 & 22 
October

Import & Export Procedures Goh Kin Siang Mutiara JB 900 16 HRDF Claimable
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2010 CALENDAR OF MIA PROFESSIONAL DEVELOPMENT CENTRE (MPDC) TRAINING PROGRAMMES

PROUD HOST: 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   web: www.mia.org.my

LOCATION DATE PROGRAMME TITLES SPEAKER VENUE 
FEE 
(RM) 

CPE 
Hours

REMARKS

October 2010

East 
Malaysia 

1 October Corporate Tax Planning - Minimise Tax & Increase Profitabilty Chow Chee Yen Hilton Kuching 500 8 HRDF

5 October Mastering Tax Cases – Strategies to Minimise Tax S. Saravana Kumar The Pacific Sutera, Kota 
Kinabalu

400 8

 7 October Mastering Tax Cases – Strategies to Minimise Tax S. Saravana Kumar Riverside Majestic Hotel 
Kuching

400 8

11 & 12 
October

Implementing Quality Control - Incorporating ISQC1 and Practice Review Findings Johnny Yong Buong Peah The Pacific Sutera Kota 
Kinabalu

650 16 SMECorp 
Subsidised & 
HRDF Claimable

26 & 27 
October

Auditor’s Reporting Responsibilities Janise Lee Hyatt Regency Kota 
Kinabalu

800 16

28 & 29 
October

Auditor’s Reporting Responsibilities Janise Lee Grand Margherita Hotel 
Kuching

800 16

LOCATION DATE PROGRAMME TITLES SPEAKER VENUE 
FEE 
(RM) 

CPE 
Hours

REMARKS

INFORMATION TECHNOLOGY

Klang Valley 4 October Microsoft PowerPoint 2003 (Fundamental & Intermediate) tba PentaWise Sdn Bhd 150 8

18 October Microsoft PowerPoint 2003 (Advanced) tba PentaWise Sdn Bhd 170 8

7 & 8 Oct Microsoft Word 2007 (Fundamental - Intermediate) tba PentaWise Sdn Bhd 250 16

19 & 20 Oct Microsoft Word 2003 (Advanced) tba PentaWise Sdn Bhd 270 16

5 & 6 Oct Microsoft Access 2003 (Fundamental - Intermediate) tba PentaWise Sdn Bhd 250 16

7 & 8 Oct Microsoft Access 2007 (Fundamental & Intermediate) tba PentaWise Sdn Bhd 250 16

5 & 6 Oct Microsoft Word 2003 (Fundamental & Intermediate) tba PentaWise Sdn Bhd 250 16

21 & 22 Oct Microsoft Excel 2003 (Advanced) tba PentaWise Sdn Bhd 300 16

12 & 13 Oct Microsoft Project 2003 (Fundamental – Intermediate) tba PentaWise Sdn Bhd 520 16

14 & 15 Oct Microsoft Outlook 2003 (Fundamental &  Intermediate) tba PentaWise Sdn Bhd 320 16

8 October Data Management with Pivot Table using Microsoft Excel 2003 tba PentaWise Sdn Bhd 400 8

4 October Data Management with Pivot Table using Microsoft Excel 2007 tba PentaWise Sdn Bhd 400 8

14 & 15 Oct Tasks Automation with Microsoft Excel 2003 Macro / VBA tba PentaWise Sdn Bhd 800 16

19 & 20 Oct Tasks Automation with Microsoft Excel 2007 Macro / VBA tba PentaWise Sdn Bhd 800 16

28 & 29 Oct Microsoft Excel 2003 Macro / VBA (Advanced) tba PentaWise Sdn Bhd 850 16

26 & 27 Oct Microsoft Excel 2007 Macro / VBA (Advanced) tba PentaWise Sdn Bhd 850 16

18 October Expanding Microsoft Excel 2007 Charts tba PentaWise Sdn Bhd 350 8

7 October Analysing Financial Data with Microsoft Excel 2003 tba PentaWise Sdn Bhd 500 8

25 October Analysing Financial Data with Microsoft Excel 2007 tba PentaWise Sdn Bhd 500 8

12 & 13 Oct Microsoft Excel Functions & Formulas 2003/2007 tba PentaWise Sdn Bhd 800 16






