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Accountants Today • Editor’s note

Learning to Excel

H

to help. MIA’s doors are always open to our members – do
ere at MIA, we value lifelong learning very
come visit us at our new headquarters at The Vertical in
highly as a route to improvement. We are
Bangsar South City to say hello and tell us how we can be of
committed to building a stimulating culture of
better service to you.
knowledge and learning among our members,
Expanding and expounding further on the future of audit,
while embedding trust, quality and integrity.
we have complementary articles on GST audits, transfer
Hence, MIA takes pains to craft programmes and content
pricing, and insolvency in this issue. Do have a read to see
that exposes our members to the latest developments and
if diversifying into these high-potential segments might be a
disruptions.
good fit for you or your firm. MIA’s goal is clear cut – we want
TRANSFORMATION is a key message and a recurring
to produce quality accountants who can excel in their chosen
theme of our learning content, because the profession and
areas of interest, while supporting you to live balanced, probusiness is changing so drastically and rapidly. We cannot
ductive and satisfying lives.
escape change, but we can master new technologies and
Speaking of excellence, MIA is
methods to become more efficient and
proud to note that our leaders have
relevant in the future.
been recognised for their expertise
Audit and assurance is a fixture of
TRANSFORMATION is
internationally. On 30 Aug 2016, the
the profession, but the landscape of audit
a key message and
International Accounting Standards
has evolved dramatically. That’s why this
a recurring theme
Board (IASB) appointed our President
issue’s cover focuses on the potentials and
Dato’ Mohammad Faiz Azmi as the
challenges in audit, so that members are
of our learning
Chairman of IASB’s Islamic Finance
forewarned and forearmed. We ask how
content, because
Consultative Group, which not only
we can make audit relevant to increase
the profession
recognises Dato’ Faiz’s expertise in
incomes and margins, because audit is
and business
Islamic Finance but Malaysia’s and the
a business and our practitioners have to
is changing so
Malaysian Accounting Standards Board
earn a living. We have gathered substandrastically and
(MASB)’s hard work and commitment
tial answers, but everything depends on
to develop Islamic Finance. Our Viceour members being able and willing to
rapidly.
President Datuk Zaiton Mohd Hassan
adapt. We have to add value and deliver
who is known for her exemplary work
quality to stakeholders, while complying
with corporates, boards and SMPs to name a few has been
with global standards. We have to invest in technology –
appointed to ACCA’s Global Council 2016-17. And while she
especially data analytics – to manage costs, talent constraints
might be a lawyer and not an accountant, MIA’s immediate
and improve data quality. We can differentiate ourselves by
past CEO Ms. Ho Foong Moi has been recognised for her
venturing into high potential and higher margin emerging
contributions to the profession by CPA Australia, which
areas like sustainability audits, GST audits, transfer pricing
awarded her the Divisional President’s Award.
and Shariah audits.
MIA extends our warmest congratulations to them and
There is no short-cut, and we have to shoulder the
it is our hope that they will be inspirational role models,
personal and collective responsibility to make the change.
especially to our young aspiring accountants and all our
Critically, we have to achieve all this while upholding integrimembers. Let’s all work harder and innovate to achieve
ty, because stakeholders rely on accountants to be the guardexcellence. n
ians of accountability and transparency. Only by crafting a
strategy for future audit sustainability and implementing the
needed changes can we escape the trap of low audit fees and
audit commoditisation, and build trust, demand and sustainability. I hope that our exploration of The Future of Audit
offers an introduction into how practitioners can embark on
their own strategy for change. Of course, we stand ready

Happy Reading!
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Creating Value
for MIA Members
President says | Dato’ Mohammad Faiz Azmi

The last few months leading up to the AGM has been very eventful.
On top of the normal running of the functions of MIA, we moved our
home to our new office in Bangsar South City and to finally grapple
with the process of adopting the CSAP recommendations. As Sir
Winston Churchill once said, ”To improve is to change, to be perfect is
to change often.” In today’s dynamic and disruptive landscape, these
are wise words to reflect on.

turn elevate the profession’s quality
and reputation. MIA Vice- President
Datuk Zaiton Mohd Hassan
personally chairs our dedicated SMP
unit and MIA has prepared a fiveyear roadmap to provide guidance
for SMP development. We pledge
to engage more proactively with
SMP members on their concerns,
including
advocating
for
audit exemptions to be applied to
Our new headquarters is in Bangsar South City, an MSC
only dormant companies and delaying any further extensions,
Malaysia Cybercentre which targets IT investment. This
while promoting services diversification and the value of audit
gives us access to talent in a conducive environment for
as a specialised value-added service.
growth, and will help as we consider how to respond to our
CSAP also wants MIA to enhance the overall quality
members’ wishes in the MIA survey to be better adopters
and good governance. As the regulator
of digital channels.
of accountants, MIA is tasked to ensure
With regards to the CSAP prothat our members are doing a good job in
cess, as of June 2016, the CSAP
While we sort out
servicing the public. However, CSAP and
Implementation Committee has been
the CSAP details,
an earlier World Bank report indicated we
formed and is currently seeking views
we have already
aren’t regulating our members effectively.
and feedback on how to operationalise
embarked on some
Our own Practice Review statistics for the
the recommendations. The proposed
key CSAP-compliant
12 years ending 30 June 2016 showed that
timeline to issue the Operational
initiatives which
48% of firms reviewed are in the Type 3
Model to the relevant authorities is
are also in line with bracket – failed practice review or requirby the end of the year and hopefully
our 3R strategy
ing follow-up reviews. This means that
the Accountants Act will be amended
of Repositioning,
many in the profession today appear to be
in 2017.
Rebranding and
failing to deliver quality services.
While we sort out the CSAP
Recruiting.
This is why we have to transform
details, we have already embarked on
and reform urgently. MIA is working to
some key CSAP-compliant initiatives
strengthen our governance structures and our monitoring
which are also in line with our 3R strategy of Repositioning,
and enforcement mechanisms to provide effective remedial
Rebranding and Recruiting. One is to expand, diversify and
actions, but members have to do their part to change as well
enhance the talent pipeline i.e. build quantity or capacity.
by behaving ethically and professionally in line with global
Two is to build quality or competency, in order to be more
standards, in order to protect the public interest. We must
relevant to stakeholders, rebuild public trust, support
never forget that we all have roles in protecting the public
nation-building and sharpen international competitiveness.
interest. Positive change will benefit all of us in the profesAs CSAP has recommended, we are working hard to
sion. So let us all dedicate ourselves to being perfect. n
strengthen the quality of SMPs which are a critical segment
of our practitioners and membership. SMP robustness will in
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trends

to
note

Economic and political outlook in and around the world

Accounting for Nature
n Launched on 13 July 2016 at the London Institute of

Chartered Accountants by the global multi-stakeholder Natural
Capital Coalition, the Natural Capital Protocol offers businesses
a standardised framework to identify, measure, and value
impacts and dependencies on natural assets, raw materials and
natural infrastructure.

Natural capital is another term for the
stock of renewable and non-renewable
resources (e.g. plants, animals, air, water,
soils, minerals) that combine to yield a
flow of benefits to people.
According to Stathis Gould, Head of
Professional Accountants in Business
and Integrated Reporting, IFAC, writing
in the IFAC Gateway, “the Natural Capital
Protocol is a framework designed to
help generate trusted, credible, and

actionable information for business
managers to inform decisions and
disclosures about natural capital
impacts and dependencies. It begins
to unify various methodologies and
approaches in this space.” He added that
the accountancy profession has been
significantly involved in the Coalition
and the development of the Protocol.
“Accounting for natural capital needs
the input and capacity of the profession

to develop and promote methods and
practices. Accountants in business,
particularly CFOs and FDs, have a
hugely influential role.”

COGITAL – A New Rival to Big 4?
n ICAEW’s Economia
reported that former

Deloitte chairman and CEO
John Connolly and investment
firm HgCapital will bring
forward the launch of their
new advisory services firm,
Cogital Group.
Connolly announced in August
that he was working with
HgCapital, the accounting
services investor, to set up
the new firm, Cogital Group,
which will provide accounting,
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taxation, financial and other
advisory services to businesses
and high net worth
individuals. Blick Rothenberg,
the London-based accounting
firm in which HgCapital
invested in July, was the first of
several planned acquisitions
within the new business.
John
Connolly

According to an earlier
Sky News report, the
firm aims to become a
challenger to the Big 4.

£1 million
the amount in tax refunds
being claimed by HARRY
POTTER star Rupert Grint,
who played Ron Weasley.
Grint lost his case when a tax
tribunal judge rejected the
actor’s appeal, according to
the Accountancy Age.

categories of professional
accountants, including auditors,
other professional accountants in
has released a new standard,
public practice, and professional
Responding to Non-Compliance
accountants in organisations,
with Laws and
including those
Regulations. The
The standard applies
in businesses,
standard sets out
to all categories of
government,
a first-of-its-kind
professional accountants,
education, and
framework to
including auditors, other
the not-for-profit
guide professional
professional accountants
sector. It addresses
accountants in
in public practice, and
breaches of laws
what actions to
professional accountants
and regulations
take in the public
in organisations.
that deal with
interest when they
matters such as
become aware of a potential illegal
fraud, corruption and bribery,
act, known as non-compliance with
money laundering, tax payments,
laws and regulations, or NOCLAR,
financial products and services,
committed by a client or employer.
environmental protection, and
The standard applies to all
public health and safety.

n The International
Ethics Standards Board
for Accountants (IESBA)

+Accounting Most Profitable
As reported in Forbes, accounting is
the most lucrative sector based on
pre-tax net profit margin according
to a 2016 ranking of industries in
the US by Sageworks, a financial
information company.
Accounting-related companies
(accounting, tax preparation,
bookkeeping and payroll service
companies) are the most profitable,
with net profit amounting to 18.3
per cent of sales, on average, based
on a financial-statement analysis
for privately held companies for the

12 months ended 30 June. Legal
services firms and real-estate leasing
companies are tied for second
and third in
profitability,
with average
net profit
margins of 17.4
per cent.

numbers

How to Deal with Breaches

to
note

$81 billion

value of
climate finance
mobilised for projects funded by
the world’s six largest
multilateral
development
banks (MDBs)
in 2015,
according to the
World Bank.

$5.6 trillion

The Asian Development
Bank’s estimation of how
much developing countries
globally lost as a result of
illicit tax flows between 2001
and 2010, including tax evasion,
with Asia accounting for over
60 per cent of the total.
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n Reporting by the Accountants Today Editorial Team

The Future
of Audit
Stakeholders and users will still count on audit
in the future, but auditors must embrace
change in order to deliver the high quality and
diverse services being demanded. Importantly,
auditors must also be credible and live up to
expectations of trust and integrity.

Tech

One of the greatest
changes that auditors must
embrace is technology. While
technology - specifically
data analytics - is a huge
disruptor, it can also be a
great democratiser and
driver for audit.
10
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The Future of Audit

Audit services have long been the
bread-and-butter of the accountancy
profession, and indeed, accountants are
the flagbearers of financial assurance.
But in a daunting landscape, how can
the profession further reform itself to
satisfy users and stakeholders, and
ensure the relevance and longevity of
audit?
The recent joint Forum on The
Future of Audit organised by MIA and
ACCA reached a consensus that the
need for audit will not vanish anytime
soon. Audits are validated as a necessary
safeguard that plays a crucial role to
engender trust in business. In fact,
increasing business complexities and
the occurrence of financial crises have
resulted in greater demand for higher
quality assurance in general, and audit
in particular.
Andrew Gambier, ACCA’s Head of
Audit and Assurance, said: “Investors
and report users are expecting more
from listed company auditors, with
increasing calls for auditors to provide
contextual information which explains
the process by which they reach their
opinion and the challenges they face
and overcome along the way.
“In a series of roundtable
discussions conducted by ACCA and
Grant Thornton last year, it was found
that investors want early warning
signals. They believe auditors hold
significant insights into the audited
entity that could be very useful to
investors’ decision-making.”

L-R: Andrew Gambier, Lee Tuck Heng, Tan Sri Ambrin Buang, Datin Sunita
Rajakumar, Hooi Kok Mun and Scott Layton.

There was an overwhelming sentiment at
the Forum that both the traditional audit and the
traditional auditor need to respond more promptly
to change if they are to remain fit for purpose
in the future. Increasing business complexities,
harmonisation of global standards and increased
regulations – such as the implementation of Key
Audit Matters – are but a few of the challenges
faced by auditors today.

Embrace Technology,
especially Data Analytics
One of the greatest changes that auditors
must embrace is technology. While technology specifically data analytics - is a huge disruptor, it can
also be a great democratiser and driver for audit.
Data analytics will have far-reaching impacts
across audit, concurred Gambier and his fellow

Currently, the common approach to audit is by random sampling
which relies on chance to capture any outliers. Data analytics
then becomes a powerful tool because it enables us to gather a
data sampling of 100 per cent, which we are able to test quickly.
Lee Tuck Heng, Chairman of the MIA Auditing and Assurance Standards Board
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panellists. The holistic and inclusive
characteristics of analytics mean
that no stone in an audit will be left
unturned, so to speak. Lee Tuck
Heng, Chairman of the MIA Auditing
and Assurance Standards Board,
explained: “Currently, the common
approach to audit is by random
sampling which relies on chance to
capture any outliers. Data analytics
then becomes a powerful tool because
it enables us to gather a data sampling
of 100 per cent, which we are able
to test quickly. Furthermore, it
can produce data visualisation that
is more effective in delivering the

messages required by auditors and to
management.”
Data analytics can also provide
an inclusive picture of risks. Hooi
Kok Mun, Audit Practice Leader at SJ
Grant Thornton, added: “Many times
when we conduct an audit, we are
only auditing that company but we
forget to look at other factors affecting
the business. In essence, we are
auditing the tree while being ignorant
of the jungle surrounding it. With data
analytics, we are able to observe the
big picture which enhances the quality
of our advice to our clients.”
Other disruptions such as

While we need to leverage on technology
more, there’s always going to be a human
component in audit. Technology will
allow us to extract specific at-risk
transactions which we can then check in
greater detail.
Scott Layton, Director of Audit and Investigations at IBM Asia Pacific

12
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the internet of things (IoT), cloud
computing and big data will also
expand the precision, potential and
benefits of audit in the future. But
technology cannot replace professional
judgement and scepticism in the audit
reporting process. At the end of the
day, judgement will be the key quality
exercised by professional auditors,
which cannot be replicated by
machines and technology. “While we
need to leverage on technology more,
there’s always going to be a human
component in audit. Technology will
allow us to extract specific at-risk
transactions which we can then check
in greater detail,” said Scott Layton,
Director of Audit and Investigations at
IBM Asia Pacific.
He added: “I think we’re going to
see more combinations of audit with
investigations as issues such as fraud
become more complex. At IBM, as we
think about how to address fraud and
handle investigations in a systematic
approach, our investigators are
starting to work like auditors and be
more proactive in trying to find fraud

The Future of Audit

Bright Future in

Public Sector Auditing
Rising expectations for transparency and accountability of
government finances is driving demand for public sector auditing.

Increased expectations for financial
transparency for government spending mean
that demand is rising for public sector auditing
as an important tool in engendering trust.
Tan Sri Ambrin Buang, Auditor-General
of Malaysia said: “Where public resources are
concerned, the demand for public sector
auditing will only increase. The duty of care for
protecting public funds lies with us.”
“Government finance today is very complex
– there is the Federal government, state
governments and local government agencies
to monitor. There are hundreds of GLCs
(government-linked corporations) and projects.
Who is there to assess the value for the
money spent? Our stakeholders are varied and
becoming more vociferous, and look forward to
our audit reports which tell all the irregularities.”
“As Malaysia aspires to become a developed
nation by 2020, I think the country also
deserves a developed country audit institution,”
he quipped.
Currently, the NAD has 2,000 auditors whose
scope is not just to look at financial statements
but beyond. Among supreme audit institutions
(SAIs), Malaysia’s NAD is unique because
the government through its transformation
programme has empowered the NAD to
pursue its reports. “Stakeholders are interested
in action. So we conduct the audit, do the
report and then follow up to monitor the status
of the issues that we identified.”
However, the NAD’s bite could be

Government
finance
today is very
complex
– there is
the Federal
Government,
state
governments
and local
government
agencies to
monitor.
Tan Sri Ambrin Buang
Auditor-General of Malaysia

sharpened by improving its status,
independence and talent. “We are a
department under the executive branch
of government. Although the government
has accepted the need to transform the
audit agency, enhancing our powers such
as establishing an independent Audit
Commission would require amendments to the
Constitution.”
To strengthen talent, the NAD is
collaborating closely with professional bodies
to provide certification and qualifications for
its officers. Notably, MIA works with NAD to
provide continuing education and to offer the
CIPFA professional qualification which is the
gold standard for chartered public finance
accountants. The NAD also collaborates with
over fifty private accounting firms to audit
financial statements of statutory bodies.
Government external auditors must also
be supported by quality internal auditors to
mitigate risks, which could point to increasing
demand for competent and qualified internal
auditors, which is another key development
priority for MIA. “Internal audit plays a very
important preventative role and internal
auditors must be competently trained to
identify the various types of fraud,” remarked
Tan Sri Ambrin.

Sept / Oct 2016 | accountants today

13

Stewardship

The Future of Audit

as opposed to waiting for an allegation
to bring us to possible fraud.”
Incorporating data analytics and
other technologies into audit will
require a wider set of skills and multidisciplines beyond finance – such
as engineering and psychology - to
analyse the large amounts of data.
“Diversity will become more important
and we would want to train up experts
from other backgrounds as auditors,”
said Gambier.
Importantly, technology and data
analytics could also level the playing
field for SMPs. Given the increasingly
competitive business environment,
new regulations, the scarcity of talent
and resources, and the prevailing
headache of balancing costs and fees,
SMPs are understandably extremely
concerned about the future for audit.
SMP sustainability is also a top priority
for MIA because of the high number
of SMPs and SMP practitioners among
its members. “Software helps smaller
audit firms become more efficient,”
concluded Gambier.

smaller businesses such as the momand-pop grocery store. Since Malaysia
practices a two-tier system of financial
reporting standards – MFRS which
are IFRS-compliant and MPERS
which are compliant with IFRS for
SMEs, shouldn’t there be two sets of
auditing standards? Lee replied that
IAASB standards are principles-based.
“You would need to exercise your
professional judgement in applying
the standards, and as such, two sets
of standards wouldn’t be necessary.”
However, Lee noted that there is
criticism that accounting standards
and consequently auditing standards
do not reflect the global state of
business today. “Business has moved

on but some accounting rules have not
caught up.” For example, only about
20 per cent of market capitalisation
correlates to asset value on balance
sheets; more accurate reporting is
needed for intangibles which feature
heavily in economic and value
creation. “How should research
expenditure and development costs
be accounted for? Are auditors trained
in the valuation of intellectual property
and intangibles? Market expectations
today have changed. It’s no longer
just about the hard financials and
cash being king; non-financial data is
becoming more and more critical and
we must equip ourselves with these
non-financial skills.”

Live up to Global
Standards
Practitioners, especially SMPs,
must accept that markets are
complying with global standards
as the world becomes more
borderless. However, Gambier noted
that an important direction for the
International Auditing and Assurance
Standards Board (IAASB) and
its fellow standard setters will be
scalability, or ensuring that standards
are applicable to entities of all sizes.
Other questions raised related to
the feasibility of implementing two
sets of standards, one for complex
businesses such as multinationals,
PLCs and PIEs, and one for simpler,

14
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Market expectations
today have changed. It’s no
longer just about the hard
financials and cash being king;
non-financial data is becoming
more and more critical and we
must equip ourselves with these nonfinancial skills.

The Transfer Pricing Specialists

As transfer pricing specialists, we provide high quality transfer pricing planning, compliance and
advisory services to Fortune 500 companies, listed companies on major exchanges as well as Small
and Medium Enterprises (SMEs) – with insights from our extensive Asia-Pacific experience.
With our TY Teoh International strategic alliance, we now provide on-the-ground support to
Malaysian clients, through offices in Kuala Lumpur, Penang and Johor Bahru.

our

We bring:

Global agribusiness company – TP documentation,
economic analysis and benchmarking
A leading agribusiness company with a Treasury Centre for
providing cash pooling and long-term loans for its Asia
companies, sought to improve transfer pricing (TP)
compliance, corporate governance, tax and TP risk. They
required TP documentation to meet tax authorities’
expectations and guidance on the alignment of its pricing
methodologies to industry standards and best price.
We prepared details TP documentation, benchmarking
cash pooling and loan transactions using Comparable
Uncontrolled Price Method/specialist financial data bases.
The companies intra-group loan dealings were shown to
be of arms length and TP methodologies were validated.

•!

Independent transfer pricing expertise at an
affordable price

•!

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

•!

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

Our Malaysian clients value our capability
and technical expertise in specialist areas:
1. Full or simplified transfer pricing documentation
for compliance – including “tick in the box” for
Form C
2. Preparation of country-by-country, master and
local file reports using OECD best practice
3. Design and implementation of transfer pricing
policies & systems
4. Benchmarking (all transactions – from
manufacturing, distribution, services to
intangibles, financings, etc.)

THE VALUE FOR MONEY ALTERNATIVE TO THE BIG 4 FOR TRANSFER PRICING
ASIA Bangkok | Brisbane | Hanoi | Ho Chi Minh City | Hong Kong | Jakarta
Kuala Lumpur | Manila | Shanghai | Singapore | Sydney | Tokyo
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Stewardship

The Future of Audit

Meet Stakeholder
Needs
Auditors must strive to deliver value
to meet escalating expectations, and not
just tick the boxes. “It’s important that
the profession takes ownership and try
to anticipate these needs,” urged Datin
Sunita Rajakumar, Chairperson, Caring
Pharmacy Berhad & Independent NonExecutive Director, Hai-O Enterprise.
“From the perspective of an independent
director, I can share that there is strong
demand from the Board for auditors
who can understand the value drivers
of the business, and can articulate
professional judgement that we can
count on. Questions about the integrity
and capacity of the company, whether
they do what they say they do – these
are the things that keep me up at night.”

Managing Enhanced
Auditor Reporting
and Key Audit
Matters
While some users appreciate
binary audit reports which either
result in a clean or qualified opinion,
new developments in enhanced
auditor reporting mean that audit must
transition away from boilerplates and
templates to disclosure attuned to the
specific risks and business models of
reporting entities. Here in Malaysia,
enhanced auditor reporting standards
and Key Audit Matters (KAMs) will take
effect for audits of financial statements
of PLCs and PIEs for financial periods
ending on or after 15 December 2016.
Entities subject to KAMs have been
advised to start early, and Datin Sunita
indicated that some of the Boards she
sits on have already begun engaging
with their external auditors. “It wasn’t
too difficult because the KAMs cannot
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include new information that is not
already referred to in the financial
statements. We anticipate that there
will be an average of two to seven
KAMs per company.”

Attract and Retain
Talent

Gambier noted that assurance
services may develop around the audit
as customers seek other than financial
assurance, and firms, especially SMPs
should try to develop niches in these
alternative services e.g. advisory. Other
types of audits emerging in the Malaysian
marketplace include sustainability
audits, GST audits and transfer pricing
audits, which will require new and
unique skillsets. In short, there will be
no shortage of demand for auditors
and firms which are willing to retrain
and diversify. The panellists concurred
that fluent language and communication
skills, on top of technical expertise,
professional judgement, and a strong
grasp of standards and regulations, will
be the drivers for success for audit
professionals of the future.

In
accordance
with
recommendations from the Committee
to Strengthen the Accountancy
Profession (CSAP) and the World
Bank, MIA along with other PAOs
is emphasising the building of the
profession’s talent pipeline as a top
priority. The panellists also noted that
audit must shed its image of being a
bargain commodity and demonstrate
the value it brings in order to secure
commensurate fees and rewards. Low
fees and pay coupled with long hours
and intense regulation means that the
profession is no longer the first choice
of top talent; this must change urgently.
“We have to make the profession
appealing to the next generation.
Talent is vital for the quality of auditing.
Overregulation might stamp out bad
behaviour but will deter talent from
joining,” said Gambier. Career auditor
Lee concurred that the profession is no
longer as fun as it was thirty years ago,
and that pressure-cooker conditions
and perceptions had to be overhauled.

Audit Exemptions

conclusion

There was significant interest in
the consequences of the UK’s move to
raise the mandatory audit threshold
from GBP10 million to GBP50 million in
annual turnover, given that Malaysia too
might be moving towards mandatory
audit exemptions to reduce business
costs and simplify bureaucracy and
enforcement.
With regards to audit exemptions
and their impact on SMPs, MIA
is continuing to advocate for such
exemptions to be applied to dormant
companies first and to delay any further
extensions, said Lee.

Changes might be tough to put in
place, but are vital to the relevance
and sustainability of the audit
profession. “We have to make these
tectonic changes. All along, auditors
and accounting professionals have
been very resilient. We have managed
to regroup, restrategise and retrain
ourselves,” concluded Lee, who said
that metaphorically, audit quality and
growth was like a train ride. “It’s our
choice to embrace these changes. The
audit train is leaving the station. Are
you on the train or are you still at the
station?” n

Assurance Beyond
Audit

Stewardship

n By Nazatul Izma

Quirky South Korean IASB thought leader
Dr. Chungwoo Suh was recently in town to tell
students about standard-setting, and share
concerns on how to account for K-pop.

Putting the Seoul
in Standards
The cliché says that familiarity
breeds contempt. But professional
accountancy organisations (PAOs)
worldwide are betting that familiarity
will stimulate youthful attraction to the
profession.
Particularly critical will be to
introduce junior accountants to
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accounting standards, and demystify
the complexity. Hence, in August
2016, MIA and MASB organised a
joint knowledge sharing session with
students from Malaysian public and
private institutions with esteemed
Korean-born IASB thought leader Dr.
Chungwoo Suh, Member, International

Putting the Seoul in Standards

As a former academic and
professor of accounting at
Kookmin University Seoul,
Dr. Chungwoo is an articulate
spokesperson and ambassador for
the profession. He is passionate
about making the profession
attractive to the younger
generations Y and Z.

Accounting Standards Board (IASB).
Dr. Chungwoo is ideally placed
to expound on standards and their
developments and impacts, having vast
experience with IFRS both globally and
in his native South Korea. He joined the
IASB in July 2012 as an IASB member,
having previously been a member of the
IFRS Advisory Council. Prior to joining
the IASB, he served as a chairperson of
the Korea Accounting Standards Board
(KASB) and the President of the Korea
Accounting Institute, which supports
KASB, from 2008 to 2011. During that
time, he actively participated in South
Korea’s preparations to adopt IFRS in
full. He also has experience in public
practice, having worked at Samil PwC.
As a former academic and professor
of accounting at Kookmin University
Seoul, Dr. Chungwoo is an articulate
spokesperson and ambassador for
the profession. He is passionate about
making the profession attractive to the
younger generations Y and Z. During
his talk in Kuala Lumpur, he shared
insights into the changing landscape
of the profession, and what’s required
from aspiring accountants to stay
relevant. Dr. Chungwoo also spoke

about the developments in IFRS and
how aspiring accountants can keep up
with the dynamic changes in standards,
which are the norm in the profession
today.

On IASB and IFRS
Dr. Chungwoo opened his talk by
discussing IASB’s case for making a
single set of accounting standards.
“Global standards provide the bedrock
on which to build a stronger, more
resilient financial system.” He said
that the benefits of IFRS include
creating a level playing field, inspiring
investor confidence with comparable
and quality financial statements and
ensuring comparability, consistency
and efficiency across global markets.
“With just one set of global standards,
any company in any country can be
compared to any other company in
any other country, so it is very easy
to differentiate and compare them. It
becomes convenient for information
users to make accurate resource
allocation decisions, for example,
should I buy that smartphone today or
save for a Mercedes tomorrow?”

Driven by globalisation and
harmonisation, IFRS use has taken
off around the world according to the
Use of IFRS Standards’ Survey which
assessed IFRS use in 143 jurisdictions.
In 119 jurisdictions or 83% including
Malaysia, IFRS standards are required
for all or most domestic publicly
accountable entities.
Fourteen
of the remaining 24 jurisdictions
permit or require IFRS standards
for at least some domestic publicly
accountable entities. Only 10 out of
143 jurisdictions including the US use
National Standards, but two of these
are now moving towards IFRS.
There is overwhelming support for
principle-based standards as opposed
to prescriptive standards, explained
Dr. Chungwoo. To be successful
accountants, he stressed that students
“need to master the basic framework
principles underlying all accounting
standards. You must know what are
the IFRS and the objective of the
IFRS when you apply the accounting
standards. Don’t make the mistake of
interpreting these IFRS for your own
purpose. And importantly, you must
exercise professional judgement.”
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Putting the Seoul in Standards

Bright Prospects
for Prospective
Accountants
Dr. Chungwoo painted an enticing
picture of bright prospects for
qualified accountants. “An accounting
qualification is like a driver’s licence
to enter the world of finance. Once in,
you can develop future careers in many
areas.” The sky is the limit: assurance,
consulting, deals, tax, finance, banking.
He indicated that it is most important
for students to keep honing their
abilities, knowledge and learning, and
cautioned students not to “be scared
of analytics, which is a very big thing.”
The session ended on a high
note with students actively asking
excellent questions pertaining to the
impact of IFRS in South Korea, the
IASB standards preparation process,
Brexit’s impact on the accountancy
profession and the development of
Islamic accounting standards.
Like in other jurisdictions,
businesses are concerned with
the
implications
of
standard
implementation. “In South Korea, there
are concerns with IFRS 15 Revenue
from Contracts with Customers, such
as in the telco industry where you have
to separate handset sales from services
sales in a way consistent with IFRS
15. It is the same with other services,
such as software, movies, K-pop and
K-drama where if a customer buys a
service there is the issue of timing of
revenue recognition. Is it at that point
in time or over time?” Dr. Chungwoo
said that IFRS 15 is much better than
previous standards because “it is more
conceptually sound. But you still need
to exercise judgement in applying
standards.”
Standard-setters
take
many
issues into consideration. “Preparing
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IASB considers Islamic
accounting standards as a
crucial focus area, given the
increasing weight of Islamic
finance globally. “Yes, we
are looking into developing
Islamic accounting
standards but not in the
near future. We need to
spend more time and
resources to cover Islamic
transactions.
Dr. Chungwoo Suh
Member, International Accounting
Standards Board (IASB)
a standard is a very time-consuming
process which takes more than five
years,” explained Dr. Chungwoo.
The process includes developing
a preliminary standard, issuing a
discussion paper, analysing feedback,
then issuing an exposure draft, before
the IASB finally issues a standard many
years later.
On Brexit, Dr. Chungwoo quipped
that “This is a good question, but the
answer is that I don’t know!” In his
personal opinion, he expects that there
might be changes in the governance of
the IFRS foundation post-Brexit. “UK
is a robust supporter of IFRS and a
proponent of ongoing standards reform
to benefit markets and investors, as
opposed to France for example. The
demand from the UK is very strong for
IFRS to become more precise, but postBrexit, this drive might be weakened
and the accounting standards might
become less investor-friendly. It is a
concern but nobody knows what will

happen.”
IASB considers Islamic accounting
standards as a crucial focus area,
given the increasing weight of Islamic
finance globally. “Yes, we are looking
into developing Islamic accounting
standards but not in the near future. We
need to spend more time and resources
to cover Islamic transactions,”
explained Dr. Chungwoo.
Meanwhile, Dr. Nurmazilah Dato’
Mahzan, CEO, MIA, explained that
Islamic accounting transactions are
already aligned with MFRS here in
Malaysia. “Since standards are principlebased, the key is to understand the
behaviour of Islamic finance products
and try and apply the respective IFRS
in the accounting treatment of that
product.”
MIA is championing IFRS for
Islamic finance transactions at the global
level, leveraging Malaysia’s collective
wealth of expertise in Islamic finance.
Recognising MIA and Malaysia’s
leadership and specialised knowledge,
IASB has appointed MIA President
Dato’ Mohammad Faiz Azmi as the
Chairman of the IASB Islamic Finance
Consultative Group.
Going forward, MIA intends to
capitalise on its growing expertise in
the area of Islamic finance accounting
and financial reporting. Plans are in
the pipeline to create and offer more
comprehensive education and training
programmes for accounting for Islamic
finance, commission a new textbook
on applying IFRS to Islamic financial
Institutions, and setting up an Islamic
finance pupillage.
“MIA hopes that future accountants
will come together with us to help
develop
further
understanding
and resources for Islamic finance
accounting,”
concluded
Dr.
Nurmazilah. n

When you operate in multiple
jurisdictions, ever changing local
rules and regulations can put your
companies at an even greater risk of
non-compliance and increased liability.
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Gamechangers

n by Majella Gomes

GST Audits:

Cooperation is Key
Proper documentation and polite and full cooperation with
the regulators are the best strategies for companies wishing
to make the best of the inevitable GST audits.
The notion of tax audits
will unsurprisingly be a source
of trepidation and fear for
businesses. As GST is in its postimplementation phase, the
regulators are putting the audit
process in play, and businesses
must make sure they are fully
compliant and well-prepared.
References are scanty right
now given that GST in Malaysia
is relatively new. GST here has
not produced any case law yet,
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said Anand Raj, Partner, Tax &
Revenue Department, Shearn
Delamore & Co at the recent MIA
GST Conference 2016. “Records
must be kept for at least seven
years – preferably eight – in
Malaysia, for GST purposes,” he
said.
While the Royal Malaysian
Customs Department (RMCD)
and the Inland Revenue Board
(IRB) have similar powers, he
remarked that the framework

for GST and the current system
appears to be weighted in
favour of the RMCD. “It has the
power to reward informants,”
he said. “In addition, the Board
of Directors and the company
accountant can be interviewed.
So take all guidelines literally
and advise your Boards
accordingly, about what the
RMCD can – and will – do. Be
aware of the dangers of not
complying.”

GST Audits: Cooperation is Key

GST

is in its postimplementation phase,
the regulators are putting
the audit process in play,
and businesses must
make sure they are
fully compliant and
well-prepared.

Remember to
always cooperate
He advised firms to allow the
RMCD access to all documents,
saying, “Let them take whatever they
want; you can sue them later. If you
don’t allow them access to all your
documents, you could be charged for
obstruction.” The Director-General of
Customs is empowered to order any
reward as he sees fit, so it is advisable
to cooperate to the fullest extent
possible. In addition, the penalty for
incorrect returns is a fine of not less
than RM50,000 or not more than three
years’ jail, or both. Anyone assisting
management in the commission of

an offence under the GST Act may
also be liable to a fine or jail, or both.
“Section 97(2) of the Act also covers
acts of employees, agents, employees
of agents etc. – so “did not know” is
not a defense,” cautioned Raj.
The buzzword, he stressed, was
cooperation. “Always cooperate, and
send experienced staff to deal with the
IRB or the RMCD,” he emphasised.
“There may be repercussions to
sending junior staff to deal with these
matters.” Exhorting participants
to “seek advice as necessar y
and be cautious and prudent with
settlements,” he added that care
should be taken when responding to
queries but one matter to be noted

was that because GST is still new,
the questions asked by the RMCD
may not be correct. His presentation
covered a comprehensive (though
not exhaustive) list of non-appealable
matters, and cases where disputes
were referred to Court.
“Appealable matters under the GST
Act can be heard by the GST Tribunal,
the High Court and the Court of
Appeal,” he clarified. “Whereas in nonappealable matters, the dispute will
first go for Judicial Review, then follow
the High Court-Court of Appeal route,
up to Federal Court level.” He stressed
that because the RMCD officers have
the power to search without a warrant,
it was best to cooperate and allow
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•

•

•

them to carry out their duties without
hindrance. “They also have the power
to seize or seal property,” he added.
“So it’s best not to challenge. Always
cooperate. It’s no fun in jail – and you
can’t sue from there.”

Challenges and
risks abound
The forum which followed on
GST Audit Experiences and Future
Outlook, identified a variety of risks
existing with GST, both financial and
non-financial, which pose challenges
to businesses. These include:
• Transactional:
risk
of
exposure connected with
the application of tax laws
and regulations on specific
transactions;
• Procedural and Compliance:
meeting
tax
compliance
obligations e.g. filing of
returns, keeping abreast of
changes in laws etc;
• Operational: consequences
arising from lack of awareness,
loss of knowledge in the firm,
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There has been
a lot of noncompliance,
particularly
in the area of
the issuance
of invalid tax
invoices, but
there have also
been avenues
for redress.
Teh Kheng Ean
Deputy Director of
Customs (GST)

inadequate documentation, and
insufficient internal control of
systems;
Financial:
inadequate
tax
provisioning and increased tax
penalties payable;
Market and Reputation: loss of
shareholder trust, adverse public or
market perceptions;
Personal: directors of the firm may
be liable for its taxes.

Businesses should be actively providing
feedback to enable the RMCD to fully
understand their unique circumstances
and environment. “Customs has set up
mechanisms to derive feedback,” said
Dany Oon, Director, Indirect Tax Services,
KPMG Tax Services Sdn Bhd. “But the
Law is slightly grey on many GST matters
as the RMCD may not have a complete
understanding of business diversity and
the constraints which businesses face.”
Allaying fears of random profiling
by the RMCD, Teh Kheng Ean, Deputy
Director of Customs (GST) said that only
those involved in fraudulent practices
need be worried. “the RMCD will advise
and is willing to engage,” he confirmed.
“There has been a lot of non-compliance,
particularly in the area of the issuance of
invalid tax invoices, but there have also
been avenues for redress.”
Meanwhile, Koh Soo How, Tax Partner,
PricewaterhouseCoopers pointed out
that despite its stellar record, Singapore
too had GST issues, two decades after
implementation. Stressing that some
things were inevitable, Koh said that GST
Audit was here to stay and had to be
appropriately managed. “Returns always
have mistakes,” he said. “And all refunds
will always be subject to audit. It’s part
and parcel of GST, so we just have to live
with it.”
Panel moderator Dr. Veerinderjeet
Singh remarked that compliance also

GST Audits: Cooperation is Key

depended on how practitioners
prepared themselves and their clients
for it. “Make sure all documents are
available, updated and correct,” he
advised, divulging that efforts similar
to Singapore’s Assisted Compliance
Assurance Programme were likely to
be implemented in Malaysia in the
near future.

Assisted
Compliance
Assurance
Adding that this was introduced
in Singapore in 2011 by the IRS,
Koh said that all companies were
encouraged to participate as it
promoted transparency and certainty.
Because the system employed was
able to pick out weaknesses and
control issues, the business ultimately
experienced decreased risk. “If you
can demonstrate that you have the
tax control framework necessary for
compliance, you will not be audited
for five years,” he said, explaining

Customs is still
sorting out
its system. But
once everything
starts being
filed online,
there will
be more
transparency.
For instance,
you’ll know
how long each
file remains
with individual
officers,
and you can
raise queries
accordingly.
Koh Soo How
Tax Partner
PricewaterhouseCoopers

L-R: Dany Oon, Teh Kheng Ean, Dr. Veerinderjeet Singh and Koh Soo How.

Singapore’s compliance assurance
programme. Agreeing with Koh on the
need for cooperation, Dr. Veerinderjeet
said that the IRB in Malaysia appeared to
be moving towards establishing a similar
system.
“The RMCD is still sorting out its
system,” confirmed Teh. “But once
everything starts being filed online,
there will be more transparency. For
instance, you’ll know how long each file
remains with individual officers, and
you can raise queries accordingly.” Koh
opined that while an audit framework
should be able to provide certainty to all
parties concerned, it should also be able
to ensure that taxpayers’ rights are not
infringed upon. “Getting a letter from the
IRS can be quite a traumatic experience,”
he admitted. “It’s not something that
people look forward to.”

Looking out for Risks
To increase confidence in compliance,
firms should be wary of certain factors
when it comes to managing the risks of
GST audits.
Among other factors that contribute
to the risk confronting any firm where
tax is concerned, are the organisation’s
information retrieval system; compliance
processes & accounting systems and the
quality of people handling them; how
authorities interpret the law; changes
in laws; cross-border compliance;
government policy; awareness levels
within the organisation; and its culture
and attitudes. To a question from the floor
on whether the RMCD will introduce
self-health checks or publish common
errors so that businesses will recognise
pitfalls and know how to mitigate
them, Teh lauded the suggestion and
proposed that it be forwarded to the
RMCD Compliance Department for their
further action.
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Invest in

Technology
Embracing technology can empower GST
processes and reduce your GST risks.

While GST is a means for the
government to diversify revenue
streams, it is also an opportunity for
businesses to streamline their processes,
particularly their documentation, and
improve transparency of operations
and profits. GST technology will also
enable GST audits, which will become
more prevalent as government seeks to
ensure that businesses are paying their
fair share of tax.
“The information obtained by the
RMCD using the GST system technology
helps to keep tabs on businesses,” stated
Bernard Yap, Indirect Tax Partner, Ernst
& Young Tax Consultants Sdn Bhd. “The
amount claimed by the business will
determine whether you will be subject to
the RMCD audit or not. Evasion of GST is
viewed very seriously.”
However, the trend of losses can only
be seen over time, hence the application
of digital documentation. With this, trends
can be mapped earlier, and projections
can be more easily made. Confirming this,
Yap said that with the implementation
of GST, many areas that were previously
not so obvious, have come into focus.
But businesses should not be fearful and
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The information
obtained by
the RMCD using
the GST system
technology helps
to keep tabs on
businesses.
Bernard Yap
Indirect Tax Partner
Ernst & Young Tax Consultants Sdn Bhd
instead increase their communications.
“The RMCD is very open, and willing to
talk. So businesses should manage their
technical issues together with the RMCD.”

Lessons Abroad
Given that Malaysia’s GST history is
still nascent, it pays to draw lessons from
other jurisdictions, Explaining the global
picture, Yap said GST/VAT audits were
reported to be on the rise in at least
48 countries worldwide, mainly due to

governments needing funds.
Globally, research has found that
issues which tended to trigger risk-based
audits included trading with other
companies that have been known to
have engaged in fraudulent trading;
trading at a loss for an extended period;
a large number of refund requests or
a shift from payable to claimable tax
position; unusual trading patterns; and
errors in documentation. Some of the
major challenges Yap identified included
the large volume of transactions; the
varying treatment of supplies and input
tax entitlement under GST; the lack of
GST specialists to review or prepare
the GST-03 document; and possible
inadequate internal controls that made it
difficult to verify the data processed.
With the application of technology,
the process of investigating, which
previously took months or even years,

GST Audits: Cooperation is Key

can be done in a matter of days or
hours; so auditors can now do more
in less time. The biggest challenge in
many cases, he said, was how receptive
people were to the processes of GST,
including being able to present the
proper documentation and supporting
evidence when required. “Businesses
always want to maximise cash flow
– and this is acceptable – but make
sure your documents are in order,” Yap
cautioned. “There shouldn’t be anymore
handwritten documents. All are required
to be in digital format to expedite
analysis.”
Just having the documents, however,
is not enough. The information
contained therein should have integrity,
to provide a clear picture of the
business. Electronic data submission is
helping the RMCD develop and apply
various analytic tools that will enable
the extraction and utilisation of large
amounts of taxpayer information.
Besides expediting the auditing of
individual companies, benchmarks
can also be created to help identify
differences and trends. Good documents
produce reliable data; businesses should

share the kind of procedures and
processes they use, with the RMCD, he
said. “Hopefully, all this will get easier and
improve as we progress,” he remarked.
“Make voluntary disclosures. GST Audit
Files (GAF) are not compulsory, but they
are good to have.”

Data Analytics for the Win
He advised businesses to expedite
implementation of data analytics, even
with the least sophisticated spreadsheets
so numbers should make sense from
one month to the next. “The numbers
you file can predict the impact of GST
on the business in the long-term,” he
pointed out. “This will prepare the
business to face challenges in the
future.” But external audits alone will not
produce better systems management.
Internal auditing also needs to be done;
again, businesses should work with the
RMCD to show what they are doing to
make their systems more transparent.
“It will also improve your understanding
of your business and how to apply
your existing systems to better your
knowledge.”
Trends identified through data

analytics can be validated by information
provided by the system, and re-applied
to streamline or determine the direction
of the business. One example of this
is utilising the invoicing system to
generate reports on the effectiveness of
GST. Yap urged the delegates to identify
their business issues and “be upfront
before the RMCD comes in. Share your
information and findings with your
Board and with the RMCD for feedback
and improvement of the systems. This
will also help decrease duplication of
documentation, and ultimately decrease
taxation compliance issues,” he said.
On the downside, information
technology was not cheap. Plus,
technology alone is not enough and
businesses should focus more on
putting the human resource component
in place. “People should always come
first,” he stressed. “Staff should be trained
and their skills should be upgraded to
help the GST process move smoothly. Be
prepared to rationalise what you have
done; be prepared to explain or justify –
with the correct documentation – what
you have done, and why you are making
a certain kind of claim.” n
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n By Nazatul Izma

Going Vertical

MIA’s recent move to a modern and connected headquarters in the connected community of
Bangsar South City expands the Institute’s horizons. The move also reflects its recalibrated
vision, which is to grow the capacity and competency of many more qualified professional
accountants in support of nation-building and in a more digital aware world.

On 24 September 2016, MIA officially
launched its new headquarters at
Tower A of The Vertical, Avenue 3,
Bangsar South City, Kuala Lumpur.
The address is an apt one, because
one definition for the word “vertical”
is upwards. And in recent years, MIA
has clearly announced its intentions
of moving the profession towards a
new zenith of quality and quantity in
compliance with global benchmarks.
Indeed, Dato’ Mohammad Faiz
Azmi, President, MIA heralded
the move to the Vertical as being
reflective of the Malaysian profession’s
continuing renewal and reinvention, in
line with the recommendations issued
by the Committee to Strengthen the
Accountancy Profession (CSAP) set
up by the Ministry of Finance. “MIA
is moving forward with reforms and
changes to ensure the accountancy
profession is still relevant in the
future,” he said in his welcoming
remarks.
The move from Brickfields where
MIA operated its headquarters for
the past 25 years, also symbolises a
switch from an old economy to a new
economy location. While Brickfields
is historically and culturally exotic,
the Vertical is a connected and wired
building in Bangsar South City, which
is a gentrified enclave for cyber
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MIA is moving
forward with
reforms and
changes to ensure
the accountancy
profession is still
relevant in the
future
Dato’ Mohammad Faiz Azmi
President, MIA

and digital businesses and ICT-related
companies. “I have no doubt that we will
miss some aspects of Brickfields, but I
won’t miss the summons!” quipped Dato’
Faiz, referring to the notorious shortage
of parking in Little India. Happily, there is
ample and secure parking at the Vertical,
and traffic wardens won’t be lurking around
to slap a notis saman on MIA members’
windshields.

Leveraging Technology
and Talent
The spacious and connected Vertical
address will, importantly, enable MIA to

Going Vertical

enhance the quality and speed of services
to its fast-growing membership to ensure
improved satisfaction. “MIA has come
a long way since its establishment in
1967 and our membership has increased
exponentially over the years. Currently,
there are more than 32,000 accountants
registered with the MIA. As a result,
the Institute has been expanding its use
of technology to meet member needs,”
remarked Dato’ Faiz.
Expanding its infrastructure will also
facilitate MIA’s mission to develop the
accountancy talent pool, from the current
32,000 to 60,000 by 2020. Malaysia
has projected that it needs many more
quality accountants to support business
and hence, the economy and the nation.
MIA emphasises both quantity and
quality of talent by focusing on education

MIA has come a
long way since its
establishment in 1967
and our membership
has increased
exponentially over the
years. Currently, there
are more than 32,000
accountants registered
with the MIA.

and training. “The MIA is committed to
nurturing future accountants who are
competent and skilled, in both the public
and private sector, that will support our
nation’s aspiration of achieving a highincome economy. We are proactively
redefining what we expect of our
future accountants by creating a MIA
competency framework to define baseline
skillsets for accounting professionals,”
explained Dato’ Faiz.
Key
talent-related
initiatives
championed by MIA include the
promotion of Malaysian Chartered
Accountants through the signing of
the ASEAN MRA (Mutual Recognition
Agreement) on Accountancy Services.
“This will provide opportunities for
our members as ASEAN countries
have agreed to mutually recognise

When you have to be right
Being GST savvy requires you to be knowledgeable of
the law, guidelines, and best practices to ensure that
you can make the most effective and cost-efficient
decisions for your clients and organisation. Wolters
Kluwer brings you an exclusive online suite of GST
products to keep you up-to-date with legislation,
case law, and expert commentaries you can always
rely on.
» Malaysia GST Reporter Online
» Malaysia GST Legislation
» Malaysia GST Cases
» Malaysia GST Tracker

GST Knowledge
Centre
All-in-One GST Information Source for
Business Leaders and Tax Professionals

» Malaysia GST – Manufacturing
» Malaysia GST – Consumer Business
» Malaysia GST – Property Development and
Construction
» Malaysia GST - Professional Services
and many more …
For more information or to request for a FREE
demonstration, please call 1800 181 151, 013 397 1448
or email mktg@cch.com.my.

www.wolterskluwer.com.my
MA215
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accountants with the right skills,
experience and quality in each other’s
jurisdictions,” said Dato’ Faiz.
With regards to continuing
education, MIA emphasises content
that will add value to members and
improve their skillsets to ensure their
relevance and marketability. “Over
the last decade, the MIA has led
the way by training and developing
skillsets of accountants by offering
hundreds of programmes with topics
covering technical, cognitive and
professional skills. For instance, the
MIA in partnership with the Royal
Malaysian Customs Department,
has been offering a 6-day assessed
course for potential GST agents. The
course, which was introduced in 2012,
has drawn about 3,800 participants
nationwide,” said Dato’ Faiz.
Meanwhile, Datuk Johari Abdul
Ghani, Minister of Finance II who
officiated at the launch thanked MIA
for supporting the government’s
Malaysia Professional Accountancy
Centre (MyPac) initiative, and
the process of nation-building and
economic inclusion for all. “The
government has established MyPac
to strengthen the capacity building of
the Bumiputeras through academic
and vocational education, in line
with Malaysia’s vision to achieve
high income status by 2020. This
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It is important for
accounting entities to have
acute industry and market
knowledge, in order to be
effective service providers to
their clients.
Datuk Johari Abdul Ghani
Minister of Finance II

process of continual development is
our collective responsibility. We need
to work closely with everyone, from
multinationals to regulators to further
develop the profession.”

Datuk Johari, who is also a longtime MIA member, urged MIA to
promote diversity in the profession
by strengthening multidisciplinary
training, which the Institute is already
undertaking through the upcoming
establishment of new accountingrelated specialisations or “faculties”,
such
as
valuation,
corporate
governance, and internal audit. “It
is important for accounting entities
to have acute industry and market
knowledge, in order to be effective
service providers to their clients.
In addition to building industry and
market knowledge in the accountancy
sphere, accountants can significantly
value add by acquiring knowledge and
skills in other relevant disciplines,” he
remarked.
Datuk Johari concluded his
remarks by expressing his appreciation
to the MIA “for its continued dedication
to champion the accountancy
profession, maintain high standards
among members and nurture the
next generation of accountants, while
navigating the future and focusing
on continuous improvement for the
betterment of the profession and the
nation.” n

Using market-leading analytics tools, EY auditors can
look beyond the obvious, delving deeper into underlying
patterns and trends to deliver powerful business
insights and a high quality, risk-focused audit.
ey.com/theartofaudit #BetterQuestions

Can greater insights be
found by understanding
the complexity behind
the obvious?

Geometric shapes within The Art of Painting
helped Vermeer to master the largest and
most complex of all his works.

© 2016 Ernst & Young . All Rights Reserved. ED0618
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CFOs

of Tomorrow
As one of the world’s leading
accountancy organisations, the
Chartered Institute of Management
Accountants (CIMA) is a vocal advocate
of positive change for the benefit of the
profession and its stakeholders.

In particular, CIMA has been keenly championing the
evolution of the finance function and the roles of Chief
Financial Officers (CFOs). As the Titanium Sponsor of the
upcoming MIA International Accountants Conference (MIAC) 2016,
CIMA has chosen to focus on the theme of CFOs of Tomorrow in order
to help CFOs and aspiring CFOs become more relevant and future-ready.
“Participants will be able to appreciate the changes that are happening
to the finance function and be ready to face the future with confidence,”
explained Venkkat Ramanan, FCMA,
CGMA, CIMA Regional Director Asia
Pacific.
CIMA
views
the
MIAC
With over 2,500 delegates attending the
as a tremendous platform for
annual MIA Conference, the conference
development. “CIMA is proud to be a
is one of the largest gatherings of
strategic partner of MIA on a number
accountants and corporate leaders
of initiatives for the betterment of
in the world and CIMA is proud to be
the accountancy profession and this
associated with this key event with
conference is another avenue for
such a great outreach.
co-operation,” added Venkkat.
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“With over 2,500 delegates
attending the annual MIA
Conference, the conference is
one of the largest gatherings of
accountants and corporate leaders
in the world and CIMA is proud to
be associated with this key event
with such a great outreach. As a
major sponsor of this conference,
we have the opportunity to make
our voice heard on today’s most
pressing issues affecting the
accountancy profession. CIMA is
always at the forefront of research
and thought leadership, and we
are pleased to be able to share
this knowledge with business
and finance professionals at the
conference.”
Below are some excerpts from
our e-mail interview with Venkkat:
Why did CIMA choose this
particular topic - the CFOs of
tomorrow?
The CFOs of today are facing
many challenges and the CFOs
of tomorrow will need new skills
and competencies to face these
challenges. There is the disruptive
impact of the digital age to contend
with and a redefinition of the
role of finance. Intangible assets
are becoming the key drivers of
business but how do we account
for this value? There is also an
overload of information and the
challenge it brings to decisionmaking
and
communicating
insights that meet the needs of
the company. CFOs are also the
guardians of reputation and trust
as investors and other stakeholders
want greater transparency about
the overall performance of the
business and its operations.
The challenges are many but we

Participants
will be able
to appreciate
the changes
that are
happening to
the finance
function
and be ready
to face the
future with
confidence.
Venkkat Ramanan
CIMA Regional Director
Asia Pacific

believe that to be a good CFO, you
need to be an integrated thinker - to
be able to join the dots by providing
an understanding of how the
different parts of the organisation
come together to create value and
where the trade-offs are.
This session will focus on digital
tools and digitisation of the
finance function. How will these
disrupt and reshape the existing
finance function?
The digital age has redefined
business roles. CFOs and their
finance teams are being asked to
help define and implement new,
digitally enabled business models.
Intangible assets are becoming
the key value drivers of business
today. In view of this, CFOs have
to be mindful that traditional
performance metrics no longer
capture the value being created by
these intangibles. Intangible assets
are difficult to measure in financial
terms and this increases the risk of
bias in decision-making. In a digital
world, there is often an excess of
data and a shortage of information
and insight.
CFOs need new metrics to
measure and monitor these value
drivers using the latest cloud-based
tools and technologies.
CFOs must therefore expand
their existing competencies with
in-depth knowledge of technology
and analytics, as well as broader
leadership and business partnering
skills.
How will organisations and the
finance function benefit from
digitisation?
The digitisation of finance is
no longer a novelty but a necessity
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product to a service-focused business
model and recognises the limitations
of purely financial data in support of
this strategic focus.

in order for businesses to remain
competitive. Digitisation enhances
internal processes and increases
efficiencies, not only for the finance
function but also for the business as a
whole. Data analytics is a priority for
many finance leaders as business seeks
to provide insights to help with decisionmaking. However it must be stressed
that it is people, not technology, who
make sense of data to give it meaning.
Management accountants are ideally
positioned to help a company focus on
gaining insight from data. While many
organisations are likely to have pockets
where analytics is already taking hold,
accountants’ overview across the
organisation and their focus on financial
performance enable them to bring an
objective ‘big picture’ perspective.
What are some examples of leading
companies which have successfully
embraced digitisation in the finance
function?
Some examples of companies
that have embraced digitisation of
the finance function are Unilever and
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In this new
landscape, CFOs
must demonstrate
a strong business
acumen, in
particular to the
need to understand
and integrate what
is happening in the
business as a whole,
often having to
rely on imperfect
and fast-changing
information.
Dell. At Unilever, the finance function
has created a data dashboard that
draws upon a diverse set of sources,
from social media through to market
research agencies, to provide a set
of KPIs that are globally relevant,
consistent and tangible. Critically they
can be linked back to P&L reporting
and cash flows. Dell has shifted from a

What competencies should CFOs
possess going forward in this new
landscape?
In this new landscape, CFOs
must demonstrate a strong business
acumen, in particular to the need
to understand and integrate what is
happening in the business as a whole,
often having to rely on imperfect and
fast-changing information. This is now
more important than ever, given the
unprecedented levels of volatility in
the business environment.
CFOs need to advise on strategic
direction and this comes down to
understanding the business model
within the context of the external
environment. Dexterity and the ability
to be agile are critical. CFOs also
need to achieve agile decision-making
by translating data into insight. They
must be able to build greater levels of
trust and improve collaboration among
leaders and employees within the
organisation. Trust and collaboration
will enable integrated thinking cutting through silos to connect the
relevant people and information from
across the organisation so that leaders
can see the big picture and that all
relevant insight is available for good
decision-making.
The
Global
Management
Accounting Principles provide a
foundation for effective decisionmaking and the creation of value. We
are pleased that the British Standards
Institute has published the world’s first
standard in management accounting:
PAS 1919:2016 Guide to management
accounting principles in March this
year. n
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Training for the
21st Century
A leading global provider of ICAEW training, Kaplan
Financial differentiates itself by offering online learning
options for flexibility and convenience.

Kaplan Financial might not be that
well-known yet in ASEAN and Malaysia,
but they are working diligently to change
that perception and build recognition.
Headquartered in Manchester, UK,
Kaplan is the largest training provider
for ICAEW (Institute of Chartered
Accountants in England and Wales) and
trains about 80% of ICAEW’s Chartered
Accountant (CA) candidates in the UK.
Kaplan entered the ASEAN market
about two years ago, offering a different
training proposition through its Kaplan
Live Online Platform. To date, Kaplan has
registered around 50 students in Malaysia
for ICAEW training which will eventually
lead to the coveted CA qualification.
Kaplan’s selling point is flexible online
training. “We want to give people options
and a choice that would work with them
– aside from face-to-face training with
traditional classroom providers. There’s
great opportunity to study in Malaysia
with other colleges offering classroombased training, so we’re in the market to
offer something different. Many students
in Malaysia work and train simultaneously
so there is a gap for more flexible training
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We want to give
people options and
a choice that would
work with them –
aside from face-toface training with
traditional classroom
providers. There’s
great opportunity to
study in Malaysia
with other colleges
offering classroombased training, so
we’re in the market
to offer something
different.
Tanya Worsley FCA
Global Professional Accountancy
Senior Executive with Kaplan
Financial Asia Pacific

options,” said Tanya Worsley FCA,
Global Professional Accountancy Senior
Executive with Kaplan Financial Asia
Pacific. Worsley was in town in May 2016
to judge the ICAEW Regional Business
Challenge, for which Kaplan is the
headline sponsor. The challenge brings
together teams of final-year university
undergraduates from Malaysia, Vietnam,
Singapore and Indonesia to tackle current
and comprehensive business scenarios.
“By providing online training solutions
people can study when and where they
want as long as they have good broadband
facilities. Students do have a schedule
where they have to be present in the
online classroom at predetermined times,
but if they miss this, they have access to a
recording of the session.”
Worsley noted that employers’

Training for the 21st Century

“With online training, students get
flexibility and access to a global classroom.
You are logging on to online classes with
people from all over the world. Students
feel like they are getting a global education
even if they remain in their own country.”

ICAEW
Differentiation

response to their product offering has
picked up. “When we first came out
into the ASEAN market, the reception
was unsure. Employers were saying
that ‘We’ve never done this before and
we’re not sure if it’s a good fit’ but over
time, we demonstrated that the benefits
override the uncertainty.” Currently,
Kaplan works with large approved
training employers, including the Big
4 and corporations with huge finance
functions, such as PETRONAS.

Given that there is a plethora of
professional accountancy qualifications
out there, why should students opt for
ICAEW? “ICAEW is more established
in the UK since it has a longer history,
and many CFOs in the FTSE 100 are
(ICAEW) chartered accountants. The
difference is that where some of the
other professional qualifications are very
technically focused, the ICAEW chartered
qualification wants to produce a very wellrounded business advisor. We want to
focus on how you can apply your skills
in the workplace and create employable
people who are really great accountants
and advisors, not just people who can
read reports and crunch numbers.”
Consummate advisors have vision
and are abreast of the latest and material
developments, so it is imperative that
syllabus be revised on a timely basis
to accommodate new developments.
“ICAEW constantly reviews their syllabus
and there are changes every four to six
years. These will include the very new
and core topics which are at the forefront
of business minds. For example, ICAEW
is working very closely with the big firms
to deliver a white paper on cybersecurity
and cybersecurity issues will be built into
the syllabus as it changes.”
Given that the profession is premised
on protecting the public interest, ICAEW
stresses ethics. “It is very important
that professional qualifications and
bodies drive the ethical agenda. ICAEW
integrates ethics into the syllabus in every

By providing online
training solutions
people can study
when and where
they want as
long as they have
good broadband
facilities. Students
do have a schedule
where they have to
be present in the
online classroom
at predetermined
times, but if they
miss this, they
have access to a
recording of the
session.
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Diversity

single paper. In the case study, which is
the final paper, about 15 per cent of the
marks are for ethical issues. Students
are required to identify ethical issues
and give advice on how to mitigate that
problem.”
Like many leading professional
bodies, ICAEW emphasises lengthy
and detailed case study examinations.
“The case study in particular allows
ICAEW to provide an examination
that is very up to date because it
changes every sitting. There are two
sittings a year and each time there is
a new scenario based on very relevant
business conditions.” To do well,
students need to be well-read and up
to date on the latest business news and
websites, advised Worsley.
The quality of teaching relies
heavily on the calibre of the trainers, and
Worsley said that Kaplan prides itself
on having some of the best tutors in the
industry. “We have 250 professionally
qualified tutors in Manchester alone
who are all specialists in specific areas
e.g. financial management, strategy,
financial reporting, tax, and hence
they are very much up-to-date in their
specialisations. We also work closely
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People come from all
different backgrounds.
The trend in the UK now
is to skip university and
go straight into chartered
accountancy training
after A levels due to costly
university fees.
with employers in UK and globally
to make sure that we are abreast of
trends.”
White papers and research are a
notable part of Kaplan’s differentiation
strategy. “Thought leadership is
important to Kaplan so we collaborate
with industry to publish our own white
papers. Our white papers have focused
heavily on employability and what
employers are looking for alongside
technical qualifications, qualities such
as communications, leadership and
management. These are less tangible
but equally as important as technical
knowledge to become proficient in the
profession.”

One of the strengths of professional accountancy programmes is
that there are multiple pathways for
entry, promoting healthy diversity and
expanding the talent pipeline sustainably. “ICAEW entry can be at certificate level. Students don’t need a relevant degree so you don’t have to study
accounting and finance beforehand.”
Worsley herself read history at university before joining an accounting
practice and earning her chartered
qualification. “People come from all
different backgrounds. The trend in
the UK now is to skip university and
go straight into chartered accountancy training after A levels due to costly
university fees.”
Do candidates need relevant
A-levels, especially math and double
math? “Not at all! There is very little
math involved in accountancy – that’s
a bit of a myth really! I read English,
history and religion at A-levels so
there was no math involved.”
In fact, a liberal arts background
could be valuable because it offers
an alternative perspective. “It makes
you think a bit wider rather than
being narrowly focused just on finance
and accounting. What employers need
today are excellent communication
and presentation skills and these
skills can be acquired regardless of
academic background.”
Critically, the arts can influence
people to think about their footprint
and impact on society and enable
them to engage thoughtfully with the
communities they live in. “That is really
important for an accountant because
we deal with so many different people
in practice,” concluded Worsley. n
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The motivating factor for me to pursue the programme was a combination of both career and
personal development. It allows me to combine my professional experience with theoretical
knowledge. The availability of experienced global tutors to challenge and guide me throughout the
course was a great value add.

In my view, the CIMA qualification is comprehensive and holistic. It not only centres on accounting or
finance but comprises a syllabus that cuts across all key areas for professional development. These areas
include enterprise to managerial skills and risk management perspectives. It has helped me to develop a better understanding
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Tomorrow’s
Firm - Think
Big, Think
Advisory

Increasingly, firms are turning to advisory services as a
way to differentiate and generate new revenue. Find out
below how this can be a fantastic growth strategy for
SMPs serving SMEs/SMIs.

Around
the world, many
accountants working as or in smalland medium-sized accountancy firms
(SMPs) are swapping notebooks for
golf clubs at this time of the year. It’s
the end of the busy season and time to
relax, a chance to focus on the life part
of work-life balance. But in addition
to recharging, it’s also a time for the
leaders of the profession - whether
they work at professional accountancy
organisations or accountancy firms - to
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reassess the bigger picture by taking
stock, and reflecting on, what the
future holds for our great profession.
How might it evolve to ensure it
retains and reinforces its greatness
as the provider of essential services
that sustain and strengthen business
and society? For the leadership of
accountancy firms, it’s an opportune
time to consider whether, and if so
how, to grow the firm - what are
the opportunities, and what are the

obstacles that might be in the way of
realising them?

Advisory
Increasingly, firms are turning
to advisory services as a way to
differentiate and generate new revenue.
Advisory and consulting services
revenue growth was up in 2015 for 32
per cent of SMPs according to the latest
IFAC Global SMP Survey. Furthermore,

Tomorrow’s Firm - Think Big, Think Advisory

fee income and staff data of accounting
networks and associations globally.
This survey indicates that advisory
services have been the star performer
for professional services firms in recent
years, and this is unlikely to change
anytime soon. MGI Worldwide also
notes that medium-sized firms are
beginning to earn significant revenues
from services that were virtually nonexistent a decade ago, such as cybersecurity, data analytics, and regulatory
advice.
Making the shift from compliance
and number crunching, to advisory
and consulting services, is not to be
underestimated. Before a firm embarks
on the journey, it needs to map out the
best route. According to Amy Vetter,
Global Vice-President of Education and
Head of Accounting USA for Xero, this
demands addressing five key questions
which I’ve refashioned as steps in
making the transition:
Step 1

as a recent IFAC Global Knowledge
Gateway article explains, 44 percent of
respondents forecasted that fees from
advisory and consulting services would
increase in 2016, a greater percentage
than for any of the other three service
lines.
The revenue growth in advisory and
consulting services is striking especially
in larger practices. Earlier this year,
the International Accounting Bulletin
released its World Survey 2016 based on

Find a Champion

Management-level
advocacy
and endorsement is critical. There
may not be a partner available to
run the advisory practice, but there
must be at least one senior-level staff
member prepared to champion the
shift to advisory and consulting. Most
importantly, the leader will need to
have visible passion and commitment
as his or her success in leading will
rest heavily on whether the team feels
the leader’s excitement. A common
mistake firms make is qualified
commitment, where the leader is asked
to wear two hats: managing existing
client work while launching the new
advisory practice. Starting up a new
service line requires time, energy, and
focus. If a firm is serious about it, then
the leader should be free to focus his or
her efforts on building the new service

capability and building enthusiasm
among other staff.
Step 2

Identify Suitable Staff

Do staff members have an interest
in advisory and consulting services?
The right people will need to have, or
be able to acquire, the right skillset,
both technical and soft, for advisory
work. But they will also need to want
to do it. The end of the busy season
marks an opportune time for firms to
conduct performance reviews and set
goals including asking staff whether
there are new areas that excite them.
Firms can make or buy, that is either
identify staff within the firm that are
interested in and suited to advisory
and consulting services, or recruit
from outside. Auditors will likely have
honed the right skills for a smooth
transition into advisory work. They’re
used to reviewing financial statements
for anomalies, asking questions of the
client, and have accumulated expertise
and insights from having worked with
a broad range of clients. Shifting to
advisory is a natural evolution of audit
work: instead of delivering a report,
they can now discuss with the client the
report in the context of improving their
organisational performance.
Step 3

Promote New Service

One might be tempted to kickstart a new service with much fanfare
but a steady and deliberate build-up is
likely to prove more appropriate. The
firm needs to create a succinct and
smart business plan and undertake
market research. This will likely
demand attending conferences and
talking to potential clients, referrers,
and other firms. Before making any
announcement, the firm should invest
the time to understand the target
market, the service being rendered,
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and how to deliver it.
Give the advisory and consulting
services leader appropriate time and
space to develop the plan, avoid setting
key performance indicators (KPIs),
like chargeable hour or revenue
goals, until things get off the ground.
Internal engagement will be key to
success, so allow time for education
and questions before going out to
clients. Vetter offers various options
for staff engagement:
•
Review the firm’s client list and
discuss possible targets. New
IFAC research indicates that
SMEs most likely to purchase
business advice are larger,
younger, carry higher levels of
debt or intend to obtain new
funding, and exhibit higher
growth rates or intentions to
grow.
•
Identify specific strategies that
can help cross-sell advisory and
consulting services and share
those ideas across the firm.
For example, suggest that tax
or accounting managers flag
client problem areas as they
review financials and discuss
these with the client.
•
Conduct “lunch and learn”
sessions with managers across
the firm to demonstrate what
the solution looks and feels like.
They likely have clients that will
benefit from the service.
Step 4

Encourage Participation

The right incentives will need to
be in place to encourage participation
and cross-selling. The best way to
start up a new service is to sell it to
existing clients rather than seek new
clients. However, this raises sensitive
questions, like how will an audit or tax
partner that refers a client to advisory
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services be rewarded? There must be
appropriate reward for those who have
built the client relationship and gained
the client’s trust to consider new
avenues. An expanding relationship
will also invite concerns from the
main client manager about their
involvement, including how they will be
kept informed once an advisory project
is underway. This holds true whether
the referrer is someone from inside
or outside of the firm. Have upfront
conversations with those referring
business to agree to how and in what
detail they’d like to be kept informed
about the project to ensure they feel
comfortable. The firm will need to be
flexible in how it works.
Step 5

Seek Outside Help

Many small firms don’t have
a surfeit of resources to commit to
doing some of the market research and

planning legwork. Fortunately, there
are outside resources available, such as
firm growth programmes, that can help
firms develop a change management
plan to move into advisory services and
identify the necessary steps to achieve
their goals. Firms can also decide to
hire an outside advisory practice to
work with them on their initial few
clients until they are ready to go at it
alone.
What about real life case studies
of practices that have made the
transformation? Well, in July 2016 I
was pleased to find myself presenting
at an event entitled “Changing SMPs’
Business Model” hosted by the
Malaysian Institute of Accountants
(MIA) and the Malaysian Institute of
Certified Public Accountants (MICPA).
My fellow panellists each explained
how their practice made the transition
(the boxes below summarise these).

BDO in Malaysia started off with a strong audit base of well-trained
personnel supported by cutting-edge audit tools and a robust
methodology to service a wide range of audit clients across various
industries. Our core audit base enabled us to continuously invest in
talent to provide tax compliance and advisory services to our existing
audit clients, without compromising either audit quality or professional
independence.
We also simultaneously invested in our people
and infrastructure to provide contemporary
services, including data analytics, IT systems
review, data imaging, vendor selection, business
By Tang Seng Choon
process advisory, and business solutions
Head of Audit, Partner
outsourcing.
This lockstep approach facilitated cross-selling
of services that gradually expanded our portfolio of non-audit clients
before further investments were made in building capacity to provide
other advisory services, thus migrating BDO from an audit-centric firm
into a full-fledged audit, tax, and advisory services firm.
We believe that sustained talent management, combined with a
targeted approach to quality growth, represent key ingredients to
executing a successful transition to offering non-audit services.

global experts
in IPSAS
Become an IPSAS expert with our specialist
IPSAS qualifications
Across the world public sector organisations are recognising the benefits that international
standards such as International Public Sector Accounting Standards (IPSAS) bring and are
making preparations to adopt them.
CIPFA is the leading global accountancy body supporting the implementation and training
of International Public Sector Accounting Standards (IPSAS), with unrivalled experience
of working with national governments and public sector institutions to support their public
financial management challenges.

CIPFA Certificate in IPSAS
The CIPFA Certificate in IPSAS (Cert IPSAS) provides trainees with a foundation knowledge of some of the
published standards, and important related documents. Successful completion of this course will demonstrate
knowledge of the basic technical content of IPSAS and the ability to explain how certain events and
transactions to public service organisations should be treated.

CIPFA Diploma in IPSAS
The CIPFA Diploma in IPSAS (Dip IPSAS) qualification is
designed to provide trainees with a thorough knowledge of
the published IPSAS and related documents and covers all
the IPSAS standards providing comprehensive guidance
on applying the accounting requirements of the Standards.
CIPFA has developed IPSAS qualifications which are
accessible anywhere through a flexible online learning and
assessment programme.

Find out more about CIPFA IPSAS
qualifications: www.cipfa.org/ipsasmy

engagement

Tomorrow’s Firm - Think Big, Think Advisory

Professional businesses in the financial services industry at large often
share some similarities when we analyse their growth and expansion
trends over the years. The critical factor is growing and moving the
business dynamics in line with the ever-evolving needs of customers
- whom the firms serve with great dedication. This is exactly how
the Cheng & Co Group ventured out of its core domain and started its
non-audit-oriented business.
Today, we take pride in ourselves as a dynamic
accounting firm with an increasing number
of tailored services and solutions. We are able
to provide our valued clients with a one-stop
service centre concept as per our mission, i.e., the
“One-Stop Professional Centre with Innovative
Solutions for Excellence.”
Our journey began some years back when a
By Prof. Dato’
client sought our assistance to be listed on
Dr. Chua Hock Hoo,
Bursa Malaysia, the Malaysian stock exchange.
The process was not smooth sailing as several
Managing Partner
obstacles were encountered by the client,
including the industry that they were in
(considered to be a ‘sunset’ industry), lack of merchant bankers that
were willing to work with them to overcome their challenges, and
a low price-earnings (P/E) ratio. The challenges faced by this client,
however, did not deter our spirit as we saw this as an opportunity to
venture beyond Malaysia and seek a listing for the client through the
flourishing IPO market in Taiwan.
Landing in the Taiwan capital market was only decided after we

had evaluated other options including
Singapore, Hong Kong, and London. This
valuable experience taught us a lot about
capital markets which are best suited
for aspiring small- and medium-sized
enterprises/industries (SMEs/SMIs).
Additionally, from the experience with the
Taiwan capital market, Cheng & Co Group
gained more insight into the emphasis
the Taiwanese authorities place on good
governance. This experience led us to
better understand how Enterprise Resource
Planning (ERP) goes a long way in helping
SMEs/SMIs establish and maintain a solid
foundation in terms of internal controls,
financial reporting accuracy, etc.
Our foray into a non-audit line of business
came about as we assisted a valued client.
From that point onwards, we deepened
our knowledge, and today we understand
to a great extent how lack of funds to
support the rapid growth plans of an
SME/SMI can cripple it if it does not find
a suitable market in which it can list its
business and become a global entity.
Today we understand the fact that the sky
is literally no longer the limit!

SALIHIN started in 2002 with the goal of becoming the preferred
national accountancy firm in Malaysia. Although the core of its strategy
was to offer a full array of accountancy services, it relied on traditional
audit as its primary service in its
early years. Moving toward our
strategic goal of becoming a High
Value High Income Firm by the
year 2020 means we have had to
By En. Salihin Abang
expand our services from typical
Managing Partner
audit to non-audit services. This
led to expansion into the areas of
corporate finance and transaction advisory, taxation, Shariah auditing,
and Shariah advisory.
The transition to offering both audit and non-audit services was

propelled by a well-crafted capacitybuilding initiative, investments in
technology for the automation of business
process, intensified marketing and
branding activities, as well as networking
efforts. It was also supported by building
the necessary infrastructure. The main
challenge was the view amongst potential
clients that SMPs were unable to deliver
up to expectation. We overcame this
by consistently delivering high-quality
services without compromising our
integrity.
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Paul Thompson is
a consultant dedicated to thought
leadership and development of the
global accountancy profession.
From 2004 to 2016 Mr. Thompson
worked for IFAC latterly as Director,
Global Accountancy Profession
Support, a role that extended to
overseeing the Global Knowledge
Gateway, research and innovation,
and activities in support of small- and
medium-sized practices (SMPs)
and professional accountants in
business. Previously Mr. Thompson
worked for Touche Ross & Co.,
London, where he specialised in
the audit of financial institutions,
before going on to lecture on
corporate reporting and analysis at
the undergraduate and MBA levels

at universities in the UK, Singapore,
and Malaysia. He has contributed to
a number of publications in academic
journals and the professional press
in the areas of ethical banking,
corporate reporting, corporate
governance, integrated reporting,
practice management and the future
of the profession. Mr. Thompson
graduated from the University of
Warwick with a bachelor of science
in accounting and financial analysis
and is a fellow of the Institute of
Chartered Accountants in England
and Wales. In his spare time
Mr. Thompson is a competitive
distance runner (see blog). He can
be contacted at holmfirthharrier@
hotmail.com. n
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This article originally appeared on
the IFAC Global Knowledge Gateway:
www.ifac.org/Gateway. Visit the
Gateway to find additional content
on a variety of topics related to the
accountancy profession. The IFAC
Global Knowledge Gateway has useful
practice management resources such
as those on strategy and planning and
business development.
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GREAT SCOPE FOR

INSOLVENCY
PROFESSIONALS
The implementation of the new
Companies Bill 2015 is set to stimulate
the insolvency profession, according
to experts at the MIA Insolvency
Conference 2016.
The new Companies Bill 2015 is poised to usher in a far
more facilitative business regime for companies. But at the
same time, it could also offer more solutions for troubled
companies. “The Companies Bill 2015 aims to rescue companies
in distress,” remarked Stephen Duar, President, Insolvency
Practitioners Association of Malaysia (IPAM), at the opening of
the Insolvency Conference 2016 which focused on the impact of

Future

The implication of the Bill
is that more accountants,
especially those with
experience in insolvency
matters, will be required
in the foreseeable
future.
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the Companies Bill on liquidators.
The implication of the Bill is that
more accountants, especially those with
experience in insolvency matters, will
be required in the foreseeable future.
Currently, the number of accounting
specialists in this area is low. “There
are only 224 licensed practitioners in
Malaysia,” Duar continued. “But most
are in their 50s, so there is great scope
in this area for young professionals.”
The small number of practitioners is
an area of concern for the future of
the profession and industry, and the
practice of insolvency in Malaysia but it
simultaneously offers potential for those
looking for a niche in which to establish
themselves.

There are only 224 licensed
practitioners in Malaysia. But most are
in their 50s, so there is great scope in
this area for young professionals.
Stephen Duar, President, Insolvency Practitioners Association of Malaysia (IPAM)

New Regulations’ Impact on
Liquidators
One of the aims of the new Companies
Bill is to delineate the scope of liquidation
work, which is highly complex and
specialised. “The new Bill has new
provisions for liquidators,” explained
Rabindra S Nathan, Partner, Shearn
Delamore & Co. “It has two separate
regimes, i.e., approvals for insolvency
auditors and liquidators. This change
was prompted by the fact that audit work
cannot be easily translated into insolvency
easily. However, some professionals are
already doing the work although they don’t
have the qualifications. In cases like this, it

Stephen Duar
President, Insolvency
Practitioners Association of
Malaysia (IPAM)

is best to decouple, and those who can do
the work can help address the issues.” The
current workload of auditors, he added,
was great, but some competencies were
common to both auditors and liquidators;
hence the ability to undertake both jobs.
Approval as a liquidator involves
the Minister of Finance being satisfied
with the experience and capacity of the
applicant. “The most important aspect is
the ability to do the forensics connected
with liquidity,” Lim San Peen, Partner,
PwC Malaysia said. “But you do not
need formal qualifications for both, if you
already qualified as an insolvency auditor
or a liquidator.”
Norhaiza Jemon, Head of Law Reform,
Policy & Internal Affairs, Suruhanjaya
Syarikat Malaysia (SSM) remarked
that other aspects had to be assessed
as well, including an individual’s level of
qualification, work discipline and processes
to be applied. “Many are already members
of professional bodies like MIA,” she said.
She further clarified that matters
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pertaining to this were still under
discussion but a subcommittee for
insolvency had already been set up
by SSM that will be seeking industrial
consultation before developing anything
further. To a query by Nathan about what
resources were available to insolvency
practitioners dealing with “rescues,” she
said that SSM will put up a framework
of best practices and other resources.
“We want the industry to flourish,” she
stressed. “So we are trying not to overregulate. Obviously, there is a need
to strike a balance between regulating
the industry, and identifying what areas
need to be industry-regulated. Some
things are best left to the industry.”

Promising career path
Since this area holds so much
promise, how should aspiring liquidators
go about obtaining a licence? Firstly, they
need to be members of an approved,
recognised body like MIA, MICPA or
IPAM, and have at least five years of
corporate liquidation experience, Lim
said. “This experience must include
all aspects of formal insolvency
work,” he continued. “They will have
to be certified by a supervisor, and
sit a written examination on corporate
insolvency laws, crisis management and
seniority of debts, among other matters.”
Explaining that other jurisdictions were
canvassed for best practices when the
common framework for insolvency
was drawn up, he said, “We looked at
the more mature jurisdictions to find
a more robust framework that could
better stand scrutiny. All this started
even before the Bill reached this stage
but we do need a more comprehensive
programme.”
With so many issues that need
to be addressed before insolvency
practitioners can be professionally
viable, who will develop a common
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L-R: Rabindra S Nathan, Lim San Peen and Norhaiza Jemon.

We looked at the
more mature
jurisdictions to
find a more robust
framework that
could better stand
scrutiny. All this
started even before
the Bill reached
this stage but we
do need a more
comprehensive
programme.
Lim San Peen, Partner, PwC

syllabus? Lim pointed to the likelihood
of collaboration between MIA, MICPA
and IPAM. “It will need continuing
professional
development,”
he
affirmed. “Candidates will need to
demonstrate their capability. While
anyone can enter the insolvency
profession, we are saying that the best
platform is one which incorporates
many facets which are already found in

the accountancy/auditing profession.”
Urging the industry to move swiftly
on this, he pointed out that current
insolvency practitioners could cope
with the increase in appointments,
but over time, the talent pool needed
beefing up. “There will be a need for
new candidates later,” he emphasised.

CVA versus JM
The Companies Bill 2015 has
significantly greater roles for insolvency
practitioners, including nominees,
trustees, and supervisors under the
Corporate Voluntary Arrangement
(CVA) and Judicial Management (JM).
For guidance, it is useful to look to other
markets. “We always ask – how does it
work over there? – meaning how are
CVA and JM applied and managed in
other environments which may be more
mature or substantially different from
the ones we are used to,” said IPAM
Council Member Khoo Poh Poh.
“When Singapore decided to take
the JM route, many companies were
wound up when they could perhaps
have been saved,” explained Sushil
Nair, Director, Drew & Napier LLC.
“We also looked at other countries, like

Accountability
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the UK, Australia and New Zealand,
when putting our own structures in
place. Companies have to be insolvent
before being placed under Judicial
Management, whereas we are looking
at more search-and-rescue type
situations – which is what CVA tries
to achieve.” CVA is based on a rescue
culture which tries to rehabilitate
the underlying business and allow
unsecured creditors to participate in
the restructuring as part of a wider
solution, rather than “bury” the
company. It’s about retaining control,

not writing off the business completely.
However, it can be used inappropriately.
Because it seeks to align the
economic burden of the business
being “rescued” with the stakeholders
who have the most to lose, this could
result in an imbalance between
affected and unaffected creditors.
Also, many firms may perceive it as
a means of “getting off the hook”
instead of being responsible for
their transgressions, and there is
no guarantee that the underlying
business will, indeed, be rehabilitated.

L-R: Khoo Poh Poh, Sushil Nair, Angela Ee and Oliver S. Wright.
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Despite the Singapore experience,
there is a growing preference for
Judicial Management (JM) over CVA,
as JM allows financially-distressed
companies with viable businesses a
better chance of rehabilitation and
to regain financial health. Under JM,
a court-appointed Judicial Manager
assumes control of and manages the
business of an insolvent company.
The company’s directors or
creditors have to apply to the Court for
this, and show that certain outcomes
will be achieved with JM. Once JM
is granted, the company cannot be
wound up, and legal proceedings or
execution of judgements against the
company cannot continue (except with
the leave of the Court). Initially, the JM
process is granted for six months but
this can be extended by the Court if it is
demonstrated that the continuation can
achieve the JM’s aims. In the case of the
example cited, Bilcare Singapore Pte
Ltd, business operations were managed
as a going concern for nearly two years.
The sale of the company’s business and
assets were successfully completed, and
the assets were more advantageously
realised for the creditors, than if winding
up had taken place. n
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Spearheading

Public-Private
Governance
Collaboration between the public and
private sector will be a cornerstone for
success in improving the overall state of
governance.

Both the public sector and the private
sector must be on the same page if
governance is to thrive and create a
conducive climate for business and
growth.
“A
robust
public-private
collaboration is imperative given the
crucial roles that these two sectors
play in the economic well-being of the
country,” said MIA President Dato’
Mohammad Faiz Azmi.
“Good governance is required in
both sectors as they are closely linked
and can have significant impact on each
other’s performance. Good governance
will result in greater transparency
and accountability and less scope
for corruption and bribery. This will
inevitably result in less leakages and
wastage of public and private resources
and also more efficient and higher
quality services for the public,” said
MICG President, Dato’ Yusli Mohamed
Yusoff.
Both the MIA and MICG thought
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leaders were delivering their remarks
at the Governance Symposium 2016,
jointly organised by the Malaysian
Institute of Accountants (MIA) and
the Malaysian Institute of Corporate
Governance (MICG) to accelerate good
governance in Malaysia.

Good Governance
Begins at Home
Senator Datuk Paul Low Seng
Kuan, Minister in the Prime Minister’s
Department said that good governance
begins with the individual and must
be reinforced from an early age. “The

culture of integrity can be reinforced
firstly via ethical leadership coming
from our parents and family members,
from our schools and education, and
from leaders in our society who can be
proper role models. Every person has a
role to play to uphold integrity, so that

A robust public-private collaboration is imperative given the
crucial roles that these two sectors play in the economic wellbeing of the country.
Dato’ Mohammad Faiz Azmi, MIA President

Spearheading Public-Private Governance

integrity itself becomes a cultural norm of behaviour
in our society.”
Further, this strong culture of governance
which starts with individuals and society must be
supported by a robust institutional framework.
Malaysia can strengthen the fabric of governance
by building strong institutions that are independent
and professional, and implementing adequate laws
and enforcing these laws in a just and fair manner. It
is also critical to improve the efficiency and integrity
of the delivery processes of services by emphasising
transparency, accountability and check-and-balance
mechanisms, and to put in place a trusted channel for
reporting complaints or abuses.

Corporate Liability
Provisions
Corruption is a tremendous hurdle and barrier
to governance in both the public and private sectors.
Since a corrupt transaction can only take place if
there is a giver and a receiver, it is necessary to tackle
both sides of the equation.

Good governance is required in both sectors as they are closely linked
and can have significant impact on each other’s performance. Good
governance will result in greater transparency and accountability and
less scope for corruption and bribery.
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“The number of convictions for
bribery cases especially in the last
three years indicates that it involves
both the private and public sector in
equal proportions,” said Datuk Low.
In the public sector, there is an active
and continuous effort to improve
governance under the Governance
and Integrity (or JITU) initiative at the
operational level.
At the same time, the government is
taking steps to beef up anti-corruption
measures in the private sector. “The
government has for some time been
working on a set of corporate liability
provisions with the Attorney-General’s
Chambers to compel the private sector
to step up and implement robust anticorruption measures. This provision
will be benchmarked against the UK
Bribery Act 2010 which addresses the
failure of commercial organisations to

Datuk Low.
However, organisations can protect
themselves by putting adequate anticorruption and risk controls in place.
“The burden of proof is placed on the
organisations to prove that they have
implemented adequate measures to
prevent persons associated with them
from undertaking such conduct.”
The newly defined ISO 37001
Anti-Bribery Management Systems
may be used as an acceptable guide
to determine the type of adequate
measures as defined under the
provisions. Malaysia played an
important role in contributing to the
drafting of this standard.
“The
government
assures
the private sector that an adequate
grace period will be given before
such provisions are put into effect,
so as to allow the management of

prevent bribery.”
“The main thrust of this legal
provision in the MACC (Malaysian AntiCorruption Commission) Act will make
it a serious liability for commercial
organisations if a person associated
with them is involved in corrupt
practices. Companies or organisations
that commit such offences upon
conviction shall be liable for penalties
which are multiples of the sums or
value of the gratification,” explained

enterprises that are affected to prepare
and strengthen their anti-bribery
management system,” he continued.
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Boards and
Governance
Unsurprisingly, boards of directors
are coming under greater scrutiny
as they are expected to improve
how they discharge their oversight
roles to ensure good governance in

organisations across both the public
and private sectors.
“With the growing decline in public
trust after the financial crisis, boards
of directors are increasingly under
pressure to step up in their role as
corporate governance stewards. The
board of directors holds the ultimate
responsibility for their firm’s success
or failure, as well as for ethics of
their actions. The ethical tone of an
organisation is set at the top, and the
actions and attitudes of the board
greatly influence the ethical climate of
an organisation,” said Dato’ Yusli.
To strengthen board governance,
Datuk Low recommended that
business enterprises establish a Board
Committee for governance and ethics.
“This committee will be responsible
for the achievement of sustainable
objectives relating to anti-corruption,
human rights, social responsibility and
other ethical compliances,” he said.
Board training and education must
also be stepped up, and attention
should be paid to board composition
and the appointment of high-calibre
and qualified directors. “Train board
members sufficiently in the area of
Governance, Integrity and Ethical
practices, and have a majority of
independent directors on boards.”
Datuk Low also recommended that
organisations appoint a compliance or
chief integrity officer and establish an
effective whistleblower system with a
highly trusted channel to support the
governance process.
To facilitate the promotion of good
governance in the private sector, Datuk
Low said that his office would work
closely with MICG in providing training
to equip commercial enterprises in
areas concerning governance, ethics,
integrity, anti-corruption and human
rights.

Spearheading Public-Private Governance

Building Global Trust and Integrity
Accountants are fundamental in the global movement to strengthen trust and integrity in business
and the public sector, and to shape a regulatory environment that is fair and flexible to all.

The accountancy profession is calling
for two key reforms to create a better,
kinder world.
One, stronger governance to engender
improved trust and integrity in business
and the public sector. Two, creation of a
cooperative, consistent, and smart global
regulatory environment, one that supports
and doesn’t hinder and is just and fair.
Without these two measures, we can’t
build trust in our financial systems and
economies and build equitable wealth
and financial inclusion. Accountants
as the architects of transparency and
accountability will be key to achieving
these reforms. According to the
International Federation of Accountants
(IFAC), accountancy plays a critical role
in achieving transparency in the global
economy, contributing almost USD600
billion in gross value added each year, and
enabling capital flows, economic activity,
and higher standards of living.
Given their dominance in the global
interconnected economy, changes and

reforms must inevitably involve the G-20
countries. The Group of Twenty (G20)
is an international forum that brings
together the world’s leading industrialised
and emerging economies. The group
accounts for 85 per cent of world GDP
and two-thirds of its population. Hence,
G-20 countries with their vast resources
and influence have great opportunities
to create an environment of sustainable,
inclusive growth. As of 2016, the G20 is
made up of:
Argentina, Australia, Brazil, Canada,
France, Germany, India, Indonesia, Italy,
Japan, Mexico, Russia, Saudi Arabia, South
Korea, Turkey, United Kingdom, United
States of America, China, South Africa and
the European Union.
“The global economic recovery
is uneven, and social and political
destabilisation risks remain high in many
parts of the world. To fortify the recovery,
citizens and markets urgently need
to see greater transparency across all
organisations, which will help restore trust

in the institutions that help underpin the
world’s financial markets,” said IFAC Chief
Executive Officer, Fayez Choudhury.
“The G-20 has new opportunities to
create an environment of sustainable,
inclusive growth that benefits the
world’s citizens. IFAC has consistently
urged policy consensus and ongoing
cooperation between government,
business, and the regulatory community.
On behalf of the global profession, we
renew that call today and ask the G-20 to
put trust and transparency at the heart of
the world’s economy,” he said.
IFAC is calling on the G-20 to address:
Strengthening governance, which in both
the public and private sectors are at the
heart of accomplishing the G-20 objectives
of recovery, growth, and stability, as well
as combatting fraud and corruption and
restoring public trust and integrity.
Promoting and adopting principles
for good regulation to create a more
consistent, effective international
regulatory environment.
Acknowledging the importance of
international standards across all
jurisdictions, including international
standards for accounting, auditing
and assurance, professional ethics
and education, and public sector
accounting. n

For more on IFAC’s full recommendations to the G-20, Trust and Integrity, do visit the IFAC website.
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n by Abdul Razak Rahman

Transfer pricing is becoming more arduous as business
becomes increasingly global and complex. What are
some of the challenges in managing transfer pricing
and how can these be resolved satisfactorily?

Getting to
Grips with

Transfer
Pricing

After GST went live in April
2015, the next hefty subject on the
tax agenda is transfer pricing (TP).
Recognising the difficulties, MIA
organised a dedicated Transfer
Pricing Conference 2016 to dissect the
key challenges in managing TP issues.
The cost of compliance is of course
a paramount concern. “Managing
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costs and getting budgets internally
are common challenges applicable to
all as TP can be an expensive affair,
especially when preparing the TP
documentation,” remarked Surin Segar,
Executive Vice-President of Group Tax,
Maybank.
Preparing contemporaneous TP
documentation under the Income Tax

(Transfer Pricing) Rules 2012 requires
an in-depth understanding of the
business and the company, especially
on Related Party Transactions (“RPT”),
pricing policies, and the methodologies
adopted. Let’s not forget financial
analysis and advisory. “In order to get
a better understanding of the TP rules
and regulations, companies normally

Getting to Grips with Transfer Pricing

require expert external advice which can
be costly,” added Surin.
“Getting buy-in from the business
groups is another challenge, especially
in determining the pricing policy,
since this demands a systematic and
comprehensive approach. Proper
documentation is required on the
business strategy adopted, the pricing
policies, the underlying assumptions,
and the economic factors affecting the
TP. Companies also have to maintain
the relevant supporting documents,” he
continued.
“Availability of quality comparatives
on a timely basis is also another common
challenge facing the companies. In
addition, the availability of comparatives
in an electronic form is also not
comprehensive enough. More often
companies have to resort to historical
comparatives which pose a challenge
when they are being audited by the IRB,
normally a few years later, in trying to
justify the use of such comparatives,”
remarked Jagdev Singh, Senior Executive
Director,
PricewaterhouseCoopers
Taxation Services Sdn Bhd.
Surin noted that since TP involves

Managing costs
and getting budgets
internally are common
challenges applicable
to all as TP can be
an expensive affair,
especially when
preparing the TP
documentation.
Surin Segar
Executive Vice-President
Group Tax, Maybank

L-R: K. Sandra Segaran, Wan Ramiza Wan Ghazali, Jagdev Singh, Pragalathen Krishnan and Surin Segar.
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Getting to Grips with Transfer Pricing

cross-border transactions, this could
create Key Performance Indicator
(“KPI”) issues between the transacting
parties. In addition to the internal buyin, the TP strategy adopted may also
not be approved by the tax regulator of
either transacting party.
Apart from general concerns,
companies face more specific challenges
unique to their sector. “For contract
manufacturers such as NXP, the
challenge is to be able to adapt their TP
strategies to changes in their business
core activities. In an industry which
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Methodologies and
processes present
significant challenges for
TP executives. The first
challenge is to select the
most appropriate method
to employ.
Jagdev Singh, Senior Executive
Director, PricewaterhouseCoopers
Taxation Services Sdn Bhd

is dynamic, it is sometimes necessary
for NXP to narrow down to the
product level in making comparisons,”
explained Pragalathen Krishnan,
Country Controller & Director, NXP
Semiconductor Malaysia Sdn Bhd.
Meanwhile, the IRB might be
driving the enhancement to Malaysia’s
TP legislation, but that doesn’t make
life easier for the taxman. Wan Ramiza
Wan Ghazali, Director of the MAP &
TP Policy Division, International Tax
Department, IRB of Malaysia, stated that
TP has been very challenging for the
IRB. In response, the retention period
for TP documentation under Section
91(5) of the Income Tax Act 1967, has
been revised to seven years in order to
accommodate the TP audits. “IRB is of
the view that the revision is necessary
since MNCs are very dynamic and on
average it takes two or three years to
settle tax audits,” she said.

Technical TP
Challenges
Methodologies and processes
present significant challenges for
TP executives. The first challenge
is to select the most appropriate
method to employ, explained Jagdev,
and ensuring that the appropriate
skillsets are available. “Although
the
Comparable
Uncontrolled
Price (“CUP”) method is widely
used, it requires a higher degree of
comparison. Even if CUP is adopted,
there is the question of whether it is
necessary to drill down to the margins
at the net level. Furthermore, is the
CUP method still relevant if there are
losses at the net level? The confusion
sometimes will result in companies
adopting too simplistic an approach
which may be questioned during an
audit.”

Getting to Grips with Transfer Pricing

Pragalathen raised a concern
involving
global
contract
manufacturers like NXP, whereby the
challenge is to find a suitable method
as well as appropriate and acceptable
comparatives at the start-up stage.
In response, Wan Ramiza indicated
that the IRB would normally allow a
grace period of two to three years to
accommodate the start-up phase.
On its part, Maybank’s shared
services division needs to address TP
issues arising from regulators since
the transactions are between countries.
“Regulators in Indonesia for example,
may not necessarily be agreeable
to the TP methodology adopted by
Maybank. Under such circumstances,
intervention from the Malaysian IRB
is required since it involves different
regulators,” Surin elaborated.
Meanwhile, intangibles carry their
own unique TP issues, such as pricing

TP &
BEPS

for royalties that embed more than one
element of intangibles such as patents,
trademarks, brand and technology
know-how. There are also questions
on the duration of the royalties visà-vis the relevance of technology to
which the royalties are matched, as
highlighted by Wan Ramiza. “The IRB
will question the royalty rates charged
and whether they result in value
creation to the recipient company.”
One possible consideration is to agree
on variable rather than fixed royalty
rates depending on the performance
of the company. Limited external
benchmarks for royalties pose another
challenge in justifying reasonable
royalty rates, said Jagdev.
On the bright side, if the chargeable
tax amount and the rates are the
same, then TP documentation should
be minimal for domestic transactions.
However, the IRB will still require TP

“BEPS is effectively a competition for tax
revenue between governments,” remarked
Douglas Fone, Managing Director, Asia,
Quantera Global at the dedicated session on
BEPS during the recent MIA Transfer Pricing
Conference 2016 held in Kuala Lumpur.
BEPS can also be a battleground where
governments go toe-to-toe against mega
corporations to fight for their fair share of
taxes. Fone cited Starbucks as one MNC which
pays no tax in the UK yet continues to grow,
incurring public wrath and government
reprisal. Other recent landmark cases
include the European Commission
slapping Apple and McDonalds
with bills for EUR13 billion and
USD500 million respectively
in back taxes. Other
household brands in
the EU’s sights for tax
avoidance include

documentations when one company
is enjoying tax incentives or incurring
losses, said Wan Ramiza. Other
regulators may also have their own TP
compliance. Surin noted that Maybank
conducts a thorough study and
prepares extensive TP documentation
in compliance with Bank Negara
Malaysia requirements.
Companies also need to be prudent
in rationalising their management
fees. “The IRB’s primary contention
is with excessive management fees
which are unjustifiable and not at
arms-length, especially for low-value
services. The onus should be on the
chargor to justify the benefits accruing
to the recipient of the services. As
for the reasonableness of the rates,
what is important is the determination
and justification of the components of
the base costs and not the mark-up,”
advised Jagdev.

behemoths Google and Amazon.
Interestingly, governments are
resorting to rewriting regulation in
order to tighten loopholes and better
control BEPS. A related strategy is
to regulate Transfer Pricing (TP) and
disclosure rules which have evolved
significantly post-BEPS implementation.
For example, Fone highlighted that
post-BEPS, apart from enhanced
documentation requirements in the
form of Master File and Local File,
companies are also subject to greater
disclosure requirement such as tax
return disclosures and Country by
Country (CbC) reporting.
“The international tax affairs of MNCs
are coming under greater scrutiny and
there is also emphasis on the need
for better transparency and exchange
of information. Companies mustn’t
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make the mistake of treating BEPS and
transfer pricing as tax issues. These
are governance and board issues,”
warned Fone. Boards need to ask the
question: “Do companies pay their fair
share of tax or suffer reputation risk
as experienced by Apple, Google and
Starbucks?”
In a post-BEPS landscape combined
with increased scrutiny of TP,
implications to the MNCs include a
greater compliance burden and a
higher risk of TP audits, which add
pressure on limited internal resources.
Through TP adjustments MNCs will
also be exposed to a greater risk
of double taxation. “Many MNCs
will find that their international tax

models evolve.”
“Definitely, there is a need to
invest in TP compliance to meet the
requirements and to reduce surprises
during audits. There must also be
sufficient documentation to justify and
provide evidence on the arm’s length
nature of TP.” In short, MNCs must
always be ready for future TP disputes
and constantly evaluate their TP audit
strategy, concluded Fone.

Greater Disclosure and
Documentation
With the implementation of CbC
reporting by 1 January 2017, MNCs
are required to file CbC reports by
31 December 2018. In line with this

Asked whether CbC reporting is
a concern for Malaysian MNCs (or
Malaysia-based subsidiaries of overseas
MNCs) with global consolidated
turnover of over EUR750 million, Ian
Clarke, Partner, Transfer Pricing, Deloitte
Malaysia, advised that CbC reporting
will only be applicable to about 50
domestic companies in Malaysia.
“Its main purpose is to provide
transparency to the tax authority. You
could say that CbC reporting is the
‘Mother of Fishing Expeditions by the
Tax Authority,’” quipped Clarke. “It will
be time-consuming to prepare and
justify so it is advisable for companies
to perform test runs and compile the
relevant financial information required
for the report.”

TP Risks Post-BEPS

planning schemes may no longer be
supportable,” said Fone.
In response, the MNCs need
to proactively respond to these
challenges. “They have to re-evaluate
their TP systems and business models
by ensuring that their profits are
aligned to value creation. The systems
and profit allocations need to be
supported by real economic substance
and that their TP systems remain
supportable even when the business
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requirement, Master Files and Local
Files are to be made available and
submitted within 30 days upon
request by IRB. “In general, there is little
impact to the Local File requirements.
However, the Master File requirements
are extensive especially for big
conglomerates which have diversified
businesses even if they have no
Related Party Transactions,” explained
Leow Mui Lee, Executive Director,
Taxand Malaysia Sdn Bhd.

As a result of BEPS implementation,
MNCs will face TP risks, and these will
require a systematic approach.
“First and foremost, MNCs must
understand their corporate profile.
There must be a clear and consistent
understanding of TP within the internal
organisation, especially between
the accounting and tax functions,
to ensure that the numbers are
consistent. Tax authorities normally
look for inconsistencies,” said T Y Sim,
President, Tax Executive Institute (Asia
Chapter).
Sim added that since TP audits are
normally lagging on average between
three to four years, there must be a
systematic approach to preparing TP
documentation and recordkeeping
in ensuring completeness of the TP
documents. “It is important to get the
basics right,” Sim concluded. n
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