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18 So you want to be a
director

Managing ESG
Risks is a Matter of
Short-Term Pain,
Long-Term Gain



Businesses today are
interconnected globally; thus,
stakeholders are aware that

the environmental, social and
governance (ESG) responsibilities
of a company are vital to its
performance and enduring
sustainability. A company that
practices responsible management
of ESG will create a positive
business temperament and
environment, thus gaining
stakeholders' confidence. 

However, in Malaysia, the
compliance of ESG by companies
have proven to be rather dismal, as
evident in recent and ongoing
controversies surrounding labour
conditions and deforestation. The
pandemic didn’t help matters, but it
made businesses realise the need
for sustainable practices by
strategically prioritising the
protection of our natural
environment and human and
ecological health while at the same
time driving greater innovation in
business models, products and
services.

ESG is still a relatively new
development in Malaysia compared
to North America and Europe, but it
has been slowly gaining traction
over the past two years.  Malaysia’s
regulatory environment and
business practices have much room
to grow to provide comprehensive
solutions to environmental
sustainability, modern slavery,
bribery and corruption. Read the
article inside to discover the
measures that have been proposed
to mitigate ESG risks. 

Two of the most severe challenges
to humanity and business revolve
around the COVID-19 pandemic
and climate change.  In 2020, the
global pandemic crippled travel,
tourism, services and collapsed
consumer demand in other sectors. 

While economic growth and
recovery are anticipated in 2021
with the deployment of vaccines,
implementation of stimulus
measures and improving global
gross domestic product, climate
change continues to threaten
economies. Although different, both
COVID-19 and climate change are
systemic risks to our society. 

Hence, an economic recovery
anchored on ESG management
would be critical to driving
sustainable growth. Mainstreaming
ESG management would give
businesses tangible and intangible
competitive advantage. For more
information, read the article inside. 

The sudden onset of the global
crisis is almost as notable as its
severity, as entirely new problems
swiftly merged with and amplified
already-simmering issues. While no
one is under the illusion that internal
audit can solve all the world’s
problems, the function has a
significant role in helping
organisations cope.

Faced with COVID-19 and its
cohorts, IA must now report faster,
engage with stakeholders more
quickly, and find new ways to add
value—while simultaneously
replacing processes that have
historically been manual, ad hoc,
and unsustainable. Read more
inside.

It’s a rare chartered accountant who
reaches middle age without
fantasising about a well-
remunerated, semi-retirement
involving one or more board
positions. The first question would-
be board members need to ask
themselves is whether they will add
value to the board and whether
being on the board will add value to
their life. For more, read the article
inside. 
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Short-Term Pain, Long-Term Gain
Managing ESG Risks is a Matter of 

Many concerns have been
raised with regard to the
dismal environmental,

social and governance (ESG)
compliance by Malaysian
companies, as evident in recent
and ongoing controversies
surrounding labour conditions and
deforestation.

It goes without saying that the
economic devastation brought
about by the COVID-19 pandemic

has served as a (rude) wake-up call
for businesses to pursue
sustainable practices by
strategically prioritising protection of
our natural environment and
human and ecological health while
at the same time driving greater
innovation in business models,
products and services.

A classic case would be that of Top
Glove Corp Bhd – the world’s
largest glove maker – which came

under intense scrutiny late last year
after a surge in COVID-19 cases at
its facilities revealed poor housing
conditions for its migrant labour
force amid allegations of overtime
work.

Like it or not, such development
had a bearing on its stock value,
especially given more than 5,000 of
its workers tested positive for the
coronavirus, with one death
reported.

By Roy Chen
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If this is not bad enough, BlackRock,
the world’s largest asset manager,
which held a 1.61% equity stake in
Top Glove, voted against the re-
election of six independent directors
at the company’s annual general
meeting in January this year.

The bottom line is that institutional
investors – fund and asset
managers included – and even
financial institutions are increasingly
prioritising non-financial impact or
ESG risks.

Climate Action 100+, which
represents investors who together
manage US$47 trillion worth of
funds, are urging companies to set
net-zero emissions targets and
plans – and to hold them
accountable – while global investors
such as Calpers, Schroders and
DWS are in favour of mandatory
inclusion of climate risks in financial
accounts.

Empirical data tend to suggest that
companies that pay attention to
ESG correlate with higher returns
and a reduction of downside risk. In
other words, the performance gap
between ESG-compliant stocks and
their non-compliant counterparts will
continue to widen as societal
acknowledgement of sustainability
risks further shift investors’
sentiments towards ESG
investments.

ESG risks

Although the focus on ESG is still in
its relative infancy in Malaysia
compared to the more developed
markets in North America and
Europe, ESG issues are rapidly
becoming more mainstream in the
country over the past two years. 

As observed by international law
firm Herbert Smith Freehills LLP,
Malaysia’s regulatory environment
and business practices have much
room to grow in terms of providing
comprehensive solutions to
environmental sustainability,
modern slavery, bribery and
corruption.

“We have seen private equity funds
in Malaysia move in this direction
and having regard to ESG factors in
their investment consideration,” the
international law firm highlighted in
an article entitled Spotlight on
Malaysia: The Increasing
Importance on Effective ESG Risk
Management which was published
on 3 February 2021.

“This is driven largely by the
country’s large foreign investor
base, and evidenced by recent
reports on ESG concerns in
Malaysia within its agriculture,
infrastructure, manufacturing, and
oil and gas sectors.”

With ‘hard law’ frameworks coming
into force, and heightened
expectations in relation to ESG
from investors, external
stakeholders and broader society,
Herbert Smith Freehills LLP further
pointed out that identifying key ESG
risks through the due diligence
process will be critical as the global
economy emerges from the
COVID-19 pandemic.

The law firm proposes the following
as measures that can be taken to
mitigate ESG risks:

• Implementing appropriate ESG
policies and procedures within
the business.

Mitigating ESG risks

The term ‘Environmental, Social
and Governance (ESG)’ has its
origin in the Who Cares Wins
conference in 2005, which brought
together institutional investors,
asset managers, buy-side and sell-
side research analysts, global
consultants and government
bodies/regulators to examine the
role of ESG value drivers in asset
management and financial
research.

It eventually became the first
sustainability scoring concept,
adopted by large index providers
and promulgated by the United
Nations Principles for Responsible
Investing.

In a gist, ESG investing looks at
“extra-financial” variables or
factors. Responsible investors
evaluate companies using ESG
criteria as a framework to screen
investments or to assess risks in
investment decision-making.

Below are the three criteria:
• Environmental

considerations: Resources
and energy use; waste
management; carbon
emissions, among others.

• Social considerations: Human
rights; fair labour standards in
the supply chain; exposure to
child labour; fair wages;
workplace health and safety,
among others.

• Governance considerations:
Corporate duties and
responsibilities; decision-
making process; transparency
and disclosure; accountability,
among others.
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• Conducting ESG impact
assessments as part of pre-
investment due diligence to
identify potential risk areas and
taking steps to mitigate these
during the course of the
investment.

• Keeping ESG risks under
ongoing review to identify
emerging or evolving risks,
including those related to supply
chains (and requiring business
partners and suppliers to
similarly manage and mitigate
adverse impacts).

• Assessing the effectiveness of
actions taken in response to
ESG impact and issuing
strategic reports.

• Reviewing existing and
proposed contracts with
business partners to enable the
investor to take remedial action
should business partners’
practices pose ESG risks.

• Ensuring that – where adverse
ESG impacts do occur – fair
and effective remedies are
available to those affected, for
instance, by establishing
mechanisms whereby
individuals and communities
can raise grievances and
propose remediation where
appropriate.

Increasing global attention to ESG
is generating more rigorous supply
chain due diligence, which will lead
to a host of increasingly complex
compliance questions. Responding
to these compliance issues in a
robust way and integrating them
into due diligence practices while
also seeking to mitigate or
remediate underlying ESG
breaches can be a complex
exercise.

ESG challenges

A recent PricewaterhouseCoopers’
(PwC) study found that although
73% of Malaysian companies
mentioned the Sustainable
Development Goals (SDGs) in their
reporting, only 20% had included
the SDGs in their published
business strategy.

“As the SDGs outline the areas of
impact for ESG considerations, it’s
clear that ESG has yet to become a
core focus for companies,” revealed
the accounting firm’s SDG
Challenge 2020.

PwC further listed the five key
catalysts it deems as crucial in
driving the growth of ESG:

• Investor expectations:
Environmental and social
factors are having a greater
influence over a company's
future performance and
valuation. Returns on socially
responsible investment indices
are outperforming their
conventional index
counterparts. 

• Sustainability reporting:
Global investors are calling for
mandatory inclusion of climate
risk disclosures in financial
accounts for use by companies,
banks, and investors in
providing information to
stakeholders. Bank Negara
Malaysia (BNM) and Securities
Commission Malaysia are also
pushing for the adoption of
reporting standards as
recommended by the Task
Force on Climate-related
Financial Disclosures (TCFD)
among local financial
institutions.

• Regulations: There has been
an increasing need to address
scrutiny and adverse public
reaction over environmental and
social concerns in several
sectors, especially when they
are subject to more stringent
foreign regulations.

• Fiscal policies: Incentives to
promote responsible behaviour
can propel companies to be
sustainable. Budget 2021
introduced Malaysia’s first
sustainable bond, as well as the
extension of the successful
Green Technology Financing
Scheme (GTFS) to encourage
the private sector to participate
in green technology.

• Customer behaviour: PwC’s
Global Consumer Insights
Survey 2020 research revealed
a clear embrace of sustainability
and a sense of civic duty. 52%
of its respondents in Southeast
Asia say they expect
businesses to be accountable
for their environmental impact.
Another 52% say they would
avoid the use of plastic
whenever possible.

Also, an indicator that there is much
room for improvement is findings
from the Ernst & Young’s (EY)
Climate Risk Disclosure Barometer
(CRDB) 2020, which revealed that
Malaysia’s top 100 public-listed
companies (PLCs) lacked
comprehensive climate risk
disclosures, scoring only 34% for
coverage of climate change-related
risks and 12% for quality of the
disclosures. 

The scores were higher for
coverage of metrics and targets at
45%, followed by risk management
at 41%. However, coverage of
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governance and strategy was lower
at 22% and 24%, respectively.

The findings were based on the
analyses of the PLCs' reporting
disclosures, benchmarked against
the global Taskforce on Climate-
related Financial Disclosures
(TCFD) recommendations in four
areas, namely, governance,
strategy, risk management and
metrics and targets.

The CRDB identifies four action
points that are pivotal to the
management of climate-related
risks but are generally less
addressed among Malaysia’s
PLCs:

• Prioritising the impact of
climate risk to business
resilience:With climate
change, a material issue in
global sustainability reports, the
enterprise risk management
(ERM) agenda of boards needs
to prioritise the impact of
climate risk to business
resilience and long-term
sustainability. The assessment
of climate risks and
opportunities can strengthen
current and future business
strategies and build business
resilience.

• Step up ERM to include the
likelihood and impact of
climate risk: ERM of
companies can evolve to a
more structured process
including: 

     - Ensuring climate-related risk
is evaluated according to
ERM considerations,
specifically on its likelihood
and impact.

     - Conducting periodic
assessments of emerging
climate-related risks and
opportunities in the near,

medium and longer-term
future.

• Integrate scenario analysis
into ERM processes:
Companies should integrate
scenario analysis into ERM
processes to strengthen
business strategies. ERM
assessments can consider the
transition to a lower-carbon
economy consistent with a 2°C
or lower scenario and, where
relevant, scenarios consistent
with increased physical climate-
related risks. 

• Set clear climate-related
metrics and targets:
Companies can set clear
climate-related metrics and
targets to improve the quality of
disclosures. Stronger
stakeholder engagement across
the value chain and more
collaborative enterprise-wide
efforts can spur the innovation
of solutions in mitigating and
addressing emerging issues on
climate risks.

Going beyond
compliance 

Despite Malaysia’s good progress
in reporting rates, the country is
seen to be among the global
leaders with 99% of its top 100
PLCs publishing sustainability
reports – KPMG Malaysia observed
that addressing ESG-related risks
tended to be limited to compliance
and reporting.

“For instance, the management of
environmental matters such as
water, waste, energy, air and GHG
emissions is often viewed as
compliance against environmental
regulations,” commented the firm’s
head of governance and
sustainability, Kasturi Nathan,

referring to findings from the KPMG
International’s Survey of
Sustainability Reporting 2020.

“These matters are not integrated
into strategy and business
operations, nor identified against
risks and opportunities and
measured for both input and output
for sustainable production and
impact on financial implications.”

She added: “With the current
development and business
environment, issues such as
climate change should be
recognised at a more strategic
level, considering its impact on
supply chain/ product innovation
and responsibility, all of which
would eventually impact the
sustainability of the business.”

Further key findings from the
KPMG’s survey include:

• Among the world’s 250 largest
companies, the underlying trend
for third-party assurance of
sustainability data is 71%, an
indication that third-party
assurance of sustainability
information in corporate
reporting is now a major
business practice worldwide.

• More than two-thirds (69%) of
reporting companies now
connect their business activities
with the UN Sustainable
development Goals (SDGs) in
their corporate reporting, but
few (14%) disclose how they
contribute to the global
problems the SDGs seek to
solve. Furthermore, SDG
reporting is found to be mostly
unbalanced and often
disconnected from business
goals.
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• The SDGs most often prioritised
by businesses worldwide are
SDG 8 (Decent Work and
Economic Growth), SDG 13
(Climate Action), and SDG 12
(Responsible Consumption &
Production).

• Less than one-quarter (23%) of
companies worldwide at risk
from the loss of biodiversity are
currently disclosing that risk in
their corporate reporting. This is
despite repeated warnings
about the destruction of
ecosystems and potentially dire
consequences for people and
the economy.

Moving forward, the Employees
Provident Fund (EPF) – Malaysia’s
largest retirement fund – wants
brokerage firms in the country to
incorporate ESG considerations
into their research process

alongside traditional financial
metrics starting 2021 – or risk being
dropped from its panel of brokers
(The Edge, 23 November 2020)

According to The Edge, the
expanded focus by EPF comes as
it includes the input from its
sustainable investment unit in its
evaluation of panel brokers from
January 2021. The Sustainable
Investment Centre (SIC) was
established in February 2020 with
the primary role of formalising the
fund’s framework and policy for
sustainable investments.

The new requirement is non-
mandatory, leaving brokerages to
decide whether to adopt it, but
many may be compelled to comply
to remain on EPF’s panel of
brokers.  As of end-June 2020, the

EPF’s investment assets stood at
RM929.64 billion.

More recently, the pension fund
revealed that it aims to make all its
investments based on ESG
practices by 2030, betting a
strategy based on holding
sustainable assets can make it
more resilient against future market
upheavals.

“We believe that ESG is the
vaccine for any crises,” the fund’s
former CEO Tunku Alizakri Raja
Muhammad Alias told Bloomberg
TV on Jan 27 this year. “When we
look back at 2020, and we look at
assets that are ESG-compliant, we
found that even at the height of
COVID-19, they deteriorated at a
much lower rate than the other
assets.”
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Moving ESG up this 
Decade’s Business Sustainability Agenda
By Arina Kok

As we enter this decade, it is
clear that the two most
serious challenges to

mankind and business revolve
around the COVID-19 pandemic
and climate change. This is
affirmed in the World Economic
Forum’s Global Risk Report 20211
where climate-related issues and
infectious diseases dominate the
top five long-term risks in terms of
impact and likelihood. 

In 2020, the forewarned risk of a
global pandemic became a reality,
crippling travel, tourism, services
and collapsing consumer demand
in other sectors. Supply chains
were massively disrupted,

unemployment rates skyrocketed,
and the health crisis transformed
how society and businesses
operate almost overnight. Despite
the implementation of
unprecedented government
stimulus measures and interest
rates dropping to record lows, many
businesses suffered capital
wipeouts that would take a long
time to recover from. 

While economic growth and
recovery are anticipated in 2021
with the deployment of vaccines,
implementation of stimulus
measures and improving global
gross domestic product (GDP),
climate change continues to

threaten economies. The impact of
climate change could exacerbate
the health crisis with sudden events
such as extreme weather, or
manifest in long-lasting disruptive
consequences to our economy,
food supply (or security) and quality
of life. Although different, both
COVID-19 and climate change are
systemic risks to our society. 

Recognizing the need to rebuild a
sustainable economy, it’s safe to
say that most people would want
smarter solutions that amplify
profits, are good for the people and
that sustain the resources of the
planet at the same time. An
economic recovery anchored on
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environmental, social and
governance (ESG) management
would be critical to drive
sustainable growth.

The business case to
pursue ESG strategies

Nearly 200 nations globally have
committed to keeping global
warming below 2°C above pre-
industrial levels and, if possible,
below 1.5°C.  More than 14
countries and over 20 cities around
the world have proposed banning
the sale of passenger vehicles
powered by fossil fuels. China is
competing for climate leadership,
from resources for low-carbon
supply chains to launching its long-
awaited carbon market. The United
States of America is pushing for a
USD$2 trillion Green New Deal that
includes a rapid shift towards zero-
emission vehicles; harnessing the
Federal government’s procurement
system; making all new buildings
net zero by 2030 and halving
emissions from existing buildings
by 2035; decarbonizing the power
sector by 2035; and investing
USD$ 400 billion in clean energy
and innovation2. In February 2021,
South Korea unveiled plans to
invest USD$43.2 billion to build
what it claims to be the world’s
largest offshore windfarm which
aims to produce 8GWh of electricity
while creating 120,000 jobs by
2030 and achieving carbon
neutrality by 20503. 

As businesses pivot their models to
harness the prospects of a green
economy, the adverse risks of
stranded assets (assets that have
suffered from unanticipated or
premature write-downs,
devaluations or conversions to

liabilities) are fast becoming real.
According to OurWorldInData 4, the
cost of solar and wind power has
plummeted at a staggering rate —
between 2009 and 2019, the price
of new solar has fallen by 89%, and
the price of onshore wind by 70%. It
is now cheaper to invest in new

renewables than in new coal power
in every major energy market in the
world, and soon it will be cheaper to
build new renewables than to
continue operating existing coal
plants5. 
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Stakeholder capitalism
and ESG disclosures
take centre stage

The COVID-19 pandemic and
climate change have exacerbated
social challenges such as rising
inequality, increasing human rights
abuses in supply chains and
collapsing social safety nets,
especially in developing countries.
Companies are beginning to
understand that considering ESG
risks and opportunities is not just
good business, but an imperative
strategy to maintain the social
license to operate, regardless of
sector or industry. There has been
an ongoing shift from shareholder
primacy to stakeholder capitalism
whereby businesses focus on
enhancing the ways they capture
(and measure) risks and
opportunities related to a larger
group of stakeholders and create
value for all in a longer timeframe.
Mainstreaming ESG management
would give businesses tangible and
intangible competitive advantage.
The key to sharpening ESG
management is through better
engagement and understanding of
stakeholders’ interests:  

1. Investors want more data on
a company’s ESG
performance

The global pandemic has
highlighted the importance of ESG
issues and is accelerating ESG
integration by institutional investors.
In the fifth EY Investor Survey: How
will ESG performance shape your
future?, 298 institutional investors
globally shared their views on ESG
or nonfinancial reporting and the
role it plays in investment

decisions. The survey revealed that
98% of investors evaluate
nonfinancial performance based on
corporate disclosures, with 91%
saying that nonfinancial
performance has played a pivotal
role in their investment decision-
making over the past 12 months. 

Large investors like BlackRock and
Norway’s Sovereign Wealth Fund
have rapidly increased ESG
performance analysis to determine
whether a company ran financial
risks related to climate change or
natural resource mismanagement
and incorporated those risks into
their investment strategies.

In Malaysia, the demand for
sustainable finance, focusing on
ESG considerations, has been
gaining momentum since the
launch of the Sustainable and
Responsible Investment (SRI)
Sukuk framework by the Securities
Commission Malaysia (SC) in 2014.
As of June 2020, a total of nine
investment managers and asset
owners in Malaysia – which include
the Employees Provident Fund
(EPF), Khazanah Nasional Berhad
(Khazanah) and Kumpulan Wang
Persaraan (KWAP), among others
– have signed the United Nations-
backed Principles for Responsible
Investment (UNPRI), under which
they have pledged their
commitment towards ESG best
practices and sustainable investing
principles. This includes embedding
ESG considerations into investment
analysis and decision-making
processes, as well as seeking
appropriate ESG disclosures from
investee companies.

2. Customers are demanding
more sustainable products
and services

Consumers worldwide are
redefining market demand through
purpose-driven purchasing, raising
brand image and reputational
challenges for businesses that do
not have effective ESG
management in place. These
consumers are typically of the
millennial generation whose global
annual aggregate income is
expected to exceed USD 18 trillion
and to continue surpassing the
spending power of every other
generation for at least the next five
years thereafter. 

3. Regulators are increasing
regulation around ESG issues

Under the Paris Agreement,
Malaysia has pledged to reduce her
greenhouse gas emissions intensity
of GDP by 45% by 2030. In line
with achieving that goal, Malaysia
has committed to increasing the
renewable energy capacity mix to
20% by 2025. This has opened
opportunities for companies to
expand into renewable energy, with
various incentives offered by the
Government. 

Meanwhile, regulations are rapidly
evolving to consider sustainability
elements:
• The Malaysian Code on

Corporate Governance (MCCG)
2017 issued by the SC
encourages large companies to
adopt the Integrated Reporting
framework to demonstrate and
articulate the value created for
stakeholders. 

• Bursa Malaysia has also
encouraged listed companies to
adopt sustainability frameworks,
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such as the Task Force on
Climate-related Financial
Disclosures (TCFD), the
Integrated Reporting framework
and the United Nations’
Sustainable Development Goals
(UN SDGs).

• In July 2020, SC issued a
guideline that outlines Directors’
responsibilities to oversee
sustainability and non-financial
performance.

4. Employees want to work for
employers that incorporate
ESG into their purpose

An increase in ESG awareness has
also impacted the workplace. Six in
10 millennials are willing to take a
pay cut to work for a socially
responsible company6.
Unsurprisingly, research has also
shown that a positive social impact
correlates with higher job
satisfaction; and employee
satisfaction strongly and positively
correlates with shareholder returns.
Businesses that promote job
creation, development of new skills
and provide job security to local
communities have better social
scores in the form of positive
employee engagement, enhanced
productivity, reduced reliance on
foreign workers or expatriates, and

enhanced brand value and
reputation with a broader pool of
stakeholders. 

5. NGOs and communities
continue to pressure for
transparency and effective
ESG management in supply
chains

With increased accessibility to
information and greater public
scrutiny in an age of social media,
NGOs and communities have been
able to spread awareness at a faster
rate, thus rallying swifter collective
action on issues ranging from labour
malpractices and women’s rights to
pollution from illegal dumping,
biodiversity loss, and land issues
and rights of the Orang Asli.

For example, calls for action against
labour abuses such as health and
safety amid COVID-19 and wage
cuts have resulted in companies
having to issue public statements on
their practices and making
commitments to improve
employment practices. The affected
companies saw a decline in their
profits, sanctions by various
jurisdictions, devaluation of their
share prices and brand censure.
Meanwhile, more issues are being

mainstreamed and openly
discussed, catalysing greater
regulation and penalties on
offending companies. In Malaysia,
sexual harassment, once discussed
in hush whispers, will soon be
addressed through its own
legislation – the Sexual Harassment
Bill7, the result of a movement to
address allegations of such actions
at the workplace and more recently,
by the police.

How can businesses
effectively drive ESG
management?

In order to maintain competitive
advantage and stay ahead of the
curve of a changing market
landscape, businesses need to
continuously innovate solutions that
address targeted sustainability
concerns of stakeholders and seize
opportunities within the emerging
markets. 

A top-down approach in an
organization is key to driving long-
term value creation. The Board and
leadership can consider the
following questions to start thinking
about how to address ESG:
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With the rising call for effective
ESG stewardship across all
sectors, leading responsible
businesses have started to outline
clear and meaningful ESG targets
within their corporate plans. ESG
performance has gained increased
importance for organizations to
instil confidence in shareholders,
customers, suppliers, lenders and
employees about the businesses’
resilience in the short term as well
as in the longer-term horizon. 

Organizations that have anticipated
broader ESG risks and initiated
mitigating strategies early are better
positioned to navigate through the
pandemic and increasing threats of
climate change. These leading
organizations generally possess a
strong culture in ensuring the well-
being of their people and society,
protecting resources, driving
continuous sector innovation and
operating efficiently when the odds
are stacked against them. 

To ensure company purpose is
clearly established and aligned with
interests and concerns of

stakeholders, it is critical to
establish a performance review
process which considers material
ESG-related matters supported by
clear key performance metrics and
outcomes. Companies could take
the following six-step approach to
integrating ESG into their
operations and business strategy:

1. Identifying what ESG matters
are material to the company,
from internal and external
considerations

2. Regularly engaging internal and
external stakeholders to identify
key issues of concern

3. Assessing ESG risks along the
value chain

4. Mapping out a universe of
issues that are most pertinent to
the company based on what
was identified through
stakeholder engagement, value
chain assessments and industry
and standards requirements

5. Prioritizing ESG risks and
opportunities by considering the
probability of occurrence over
the short to long term and the
magnitude of financial,
operational and reputational
impacts

6. Benchmarking the company’s
practices against industry ESG
leaders and exploring
sustainable financing options to
further distinguish itself

Difficulties in
mainstreaming ESG
management 

The key challenges in
mainstreaming ESG management
are typically due to limited
knowledge of ESG risks and
opportunities and difficulties faced
in quantifying them given the
current absence of a clear
framework or a set of
measurements that is globally
aligned and accepted. Unlike
financial performance, social and
environmental outcomes cannot be
readily monetized. 

In September 2020, the five leading
ESG standard-setters — the
Carbon Disclosure Project; the
Climate Disclosure Standards
Board; the Global Reporting
Initiative; the International
Integrated Reporting Council; and
the Sustainability Accounting
Standards Board — agreed to work
together more closely on aligning
their various sets of standards and
frameworks after being urged to do
so by international securities
regulators. A week later, the World
Economic Forum, in collaboration
with the Big Four accounting firms -
Deloitte, EY, KPMG and PwC,
released a set of metrics,
Measuring Stakeholder Capitalism,
for companies to use for ESG
reporting internationally, after a
consultation process with
representatives from corporations,
investors, standard-setters, NGOs
and international organizations. The
World Economic Forum also
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collaborated with the Impact
Management Project to bring
together the efforts of the five ESG
standard-setters to work toward a
comprehensive corporate reporting
system and statement of intent,
which works as a complement to the
Measuring Stakeholder Capitalism
metrics. 

Organizations that relegate ESG
management to a tick-box reporting
exercise face reporting fatigue with
the alphabet soup of competing
frameworks that guide different
aspects of ESG management. In
contrast, companies that maintain a
single bespoke framework that
effectively demonstrates and
measures impact of value creation
for stakeholders are better
positioned to execute ESG
strategies. 

This was also observed by Tunku
Alizakri Alias, the former Chief
Executive Officer of EPF, who
explained in an interview with The
Star8, “The market volatility during
the first-half of 2020 was
challenging. For the EPF, at the
height of the first wave of the
COVID-19 pandemic, our top 10
ESG-ranked stocks outperformed
the bottom 10 in the first quarter of
the year. If we were to rank the
companies by their ‘social’ scores
from our proprietary ESG rating tool,
companies in the top 10 list
outperformed the FBMKLCI by 6%
in the first quarter of 2020. We view
ESG to be the vaccine for any crisis.
At worst, ESG-compliant assets’
performance did not deteriorate as
badly as other assets. This is key in
delivering sustainable growth.”

Measuring the contribution of ESG-
driven values to future cashflows will
help explain the gaps between book,
intrinsic and market equity values. In
practice, it can be difficult to
measure the impact of isolated
initiatives on the value of an
organization’s intangible assets and,
by extension, its overall value. It is
possible that at the time of
measuring the impact of a specific
strategic action, there were
influences from other initiatives,
positive or negative, that may have
occurred within the same timeframe.
However, the process of identifying
and measuring intangible assets
and communicating the outcomes to
the market helps investors to: 

1. Recognize, to a greater extent,
the cashflows that the
organization is capable of
generating in the future

2. Associate the generation of
these cashflows with the
various intangible assets that
create value on a sustainable
basis

3. Perceive reduced investment
risk

It is critical to note that the absence
of standard metrics for reporting
performance creates a possibility
for organizations to cherry-pick
what they report to greenwash their
image. Hence, regulators
emphasize the importance of
organizations providing clear
context, industry benchmarks and
historical performance analysis as
well as considering external
assurance on material metrics as
their ESG management process
matures. 
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How can accountants
play a bigger role in
ESG management?

With sustainability becoming a
mainstream focus of all
stakeholders, accountants can play
a bigger role in supporting ESG
management by leveraging their in-
depth experience in measuring,
analysing and monitoring financial
performance to enhance
measurement and valuation of ESG
performance. 

Key areas where accountants can
play a strategic role in driving the
shift from profit to purpose include:

1. Identifying ESG risks and
opportunities that can be
measured or linked to
financial levers 
For example, accountants can
assess and develop investment
options that contribute toward
decarbonization strategies. 

2. Coordinating and leading the
development of meaningful
ESG targets which align with
financial targets
As financial capital planners,
accountants can rationalize
performance outcomes and
targets together with the Board
and senior management to
ensure businesses deliver
broad-based measurable
outcomes beyond profit. 

3. Supporting the alignment of
ESG with established
business governance that has
a mature process in
managing financial
performance 
Lessons learnt from years of
enhancing systems for financial

data management can be used
to accelerate ESG data
management.  

ESG issues often arise when
companies neglect their impact on
other stakeholders. As society
increasingly demands greater
social responsibility from
businesses, ignoring such issues
would mean exposure to significant
risks that ultimately affect the top
and bottom lines. With the global
shift from shareholder primacy to
stakeholder capitalism, the spotlight
is on ESG management to enhance
value creation in the new decade.
Hence, sustainable or ESG-driven
growth would require coordinated
responses at all folds of the
ecosystem to define the market of
the future that enables fit-for-
purpose businesses to thrive.
Rising employee mobility, flexibility
and expectations amidst growing
skills gaps are critical factors that
can be addressed through effective
ESG strategies. If managed well,
economies could benefit from
having highly resilient ecosystems,
a highly skilled workforce and
thriving societies. 

"The time is now for companies to
broaden their engagement with
stakeholders," says EY Global
chairman and CEO, Carmine Di
Sibio. "The combined impacts of
climate change, COVID-19 and
economic inequality contribute to
the urgency for businesses to
embrace long-term, sustainable
value creation and prioritise the
needs of people and planet and the
creation of broad-based economic
prosperity.”

Arina Kok is a Director in the
Climate Change and Sustainability
Services (CCaSS) practice of Ernst
& Young Advisory Services Sdn.
Bhd. This article summarizes
complex issues and is not intended
to be a substitute for detailed
research or the exercise of
professional judgment. Neither the
author nor the global EY
organization or any of its member
firms can accept any responsibility
for loss related to any person acting
on the information in this article

1 16th edition of the World Economic
Forum’s Global Risks Report – The
Global Risks Report 2021

2 Reuters The Sustainable Business
Review January 2021

3 https://www.energylivenews.com/
2021/02/09/south-korea-to-build-
worlds-largest-offshore-wind-farm/ - 9
Feb 2021

4 https://ourworldindata.org/cheap-
renewables-growth - 1 Dec 2020

5 Coal | How to waste over half a trillion
dollars- Carbon Tracker Initiative – 12
March 2020

6 EY thought leadership: How to create
long-term value through sustainability

7 https://www.nst.com.my/news/
government-public-
policy/2021/02/665823/rina-sexual-
harassment-bill-ready-next-month -
15 Feb 2021

8 https://www.thestar.com.my/business
/business-news/2021/02/06/esg-is-
here-to-stay - 6 Feb 2021
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Internal Audit: 
Soaring Through Turbulent Times

Key insights from Deloitte’s 2020 global survey of audit committee
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In Deloitte's 2020 survey of auditcommittee chairs and members: 

• 70% said internal audit should
spend more time on advisory
activities

• 92% said internal audit should
provide insights on and help
prepare for emerging risks

Today’s challenging business
environment shares many
similarities with a bumpy flight
scenario, although perhaps adding
a smoldering cigarette in the
lavatory, a belligerent inebriate
coach, and a leaking hydraulic line
in the engine compartment would
provide a more-precise comparison
to the multiplicity of threats
currently facing businesses across
the globe.

Which leads to the question: In this
analogy, is your internal audit group
more akin to the passengers at the
bar rehashing their ordeal or the
flight team collaborating on a safe
landing? Are you reporting negative
events, or are you driving positive
outcomes?

The sudden onset of the global
crisis is almost as notable as its
severity, as entirely new problems
swiftly merged with and amplified
already-simmering issues. While no
one is under the illusion that
internal audit (IA) can solve all the
world’s problems, the function
nonetheless has a major role to
play in helping organisations cope.

Faced with COVID-19 and its
cohorts, IA must now report faster,
engage with stakeholders more
quickly, and find new ways to add
value—while simultaneously
replacing processes that have

historically been manual, ad hoc,
and unsustainable. 

Role: Safe landings

Today, IA functions of all stripes—
from cutting-edge to traditional
shops—engage in advisory work
alongside their traditional
assurance role. “The advisory role
should be treated as one of the
initiative for an IA function in
providing a value-added services to
the audit committee and the
organisation as a whole,” said
Muzafar Kamal, Internal Audit, Risk
Advisory Executive Director of
Deloitte Malaysia. 

“While embarking the journey in
playing a more active role in
advisory, IA function should always
maintain the independency and
objectivity in retaining the “Third
Line of Defense Function”; i.e.
providing assurance on the
effectiveness of governance, risk
management, and internal controls
within an organisation. The
advisory role should be confined to
providing advice solely from internal
control, risk management, and
governance perspective based on
its experience and familiarity with
the business process and
organisational structure of an
organisation,” he added.

With threats to profitability,
continuity, and even viability
increasing at an alarming rate, a
large majority of audit committee
chairs and members want their
Chief Audit Executives (CAEs) to
expand their focus on emerging
risks. This request, of course,
creates dynamic tension in times of
limited resources. In response,
CAEs may need to fast-track plans

to automate routine assurance
tasks to free up personnel for more
advise and anticipate activities.

Potential steps to increase advisory
activities include: 

• Setting up recurring touchpoints
with key stakeholders for open
discussion of emerging risks,
issues, and opportunities, with
the goal of helping the
organization get better rather
than just “keeping score”

• Spreading best practices and
insights from inside and outside
the company by drawing on IA’s
broad business understanding

• Providing actionable
recommendations, both
formally, within reports, and
informally, by offering real-time
insights on trends, issues, and
potential concerns

• Incorporating digital solutions to
aid in risk anticipation, such as
dynamic risk assessment and
data visualisation 

• Getting involved in
transformation projects and
helping assist in control design
rather than waiting for issues to
arise post-implementation 

• Optimising alignment across the
three lines of defense, with
each group having clear
expectations and accountability 

• Considering audit reports not
the end, but rather the
beginning of an “after-care”
process that consults with
management to leverage the
report for insights, actions, and
solutions

• Adopting Agile methodologies,
working in sprints, and raising
issues and concerns early even
if they haven’t been fully
researched or tested 

• Providing more forward-looking
intelligence, with less focus on
what went wrong and more on
what can go right
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Talent: Grounded and
soaring

Another aspect to consider – talent.
Talent creates a conundrum. While
many audit committee interviewees
emphasised the need for
specialised skills—in cyber, artificial
intelligence, analytics, and more—
many others stressed the necessity
of generalised business knowledge
and rounded skillsets.

The solution, of course, is not
“either/or.” Rather, it is found in
carefully composed teams of
complementary skillsets, a
collection of talent that we call
“power teams.”

Thinking in terms of power teams
rather than individuals is based on
the notion that the most formidable
insights are borne from
collaboration and diversity of
thinking, combining different
experiences to generate new ideas
and perspectives. Power teams
allow functions to operate at
maximum speed, focusing the
collective effort on prioritised work
and reducing the time required to
provide insight and value. And
power teams provide a natural level
of resilience, maintaining the flow of
work and productivity of the
function.

In Deloitte's 2020 survey of audit
committee chairs and members,
96% said internal audit needs to
broaden its skillset. While many
audit committee interviewees
emphasised the need for
specialised skills, many others
stressed the necessity of
generalised business knowledge
and rounded skillsets. Muzafar
shares that, “in terms of hiring

initiative, the IA function should
consider a “Purple Person”; i.e. a
person who possesses a
combination of technical skills; e.g.
analytics and business skills; e.g.
business knowledge and soft-skills.
For the existing team members, the
CAE should continue focusing on
the Team’s development by having
a structured training programme for
upskilling purpose; i.e. providing the
necessary training to equip the
team members with the necessary
skillsets, particularly on technology
as well as analytics and business
skillsets.” 

CAEs can consider these steps for
upping their team’s game: 

• Recruit “purple people” and
non-traditional skillsets.

• Team for success—within and
outside IA—to drive progress.
Think less about “auditors of the
future” and more about “teams
of the future.”

• Invest not just in technical skills,
but in “soft” skills, e.g., impact

and influence, social
competency, emotional
intelligence, communication and
presentation skills, negotiation,
leadership, integrity, and
generalized business
knowledge, in order for team
members to successfully
navigate the advisory world of
internal audit.

• Adopt a “four-pillared” approach
to talent:

     - Identify needed skills and
capabilities

     - Perform a gap analysis
against needs

     - Select and implement
methods of filling gaps

     - Recruit, reward, and retain
needed talent.

In addition to building a top team,
CAEs should also self-assess.
Consider professional development
activities to hone the skills of
catalyst, strategist, steward, and
operator—critical roles that will
underpin both the CAE’s success
and that of the IA team. 
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Budget: More legroom
in coach?

“The availability and quality of data
are pertinent attributes that the IA
function needs to focus on, on top
of having the right team with the
right skillsets in its’ analytics
journey,” said Muzafar. He
continued by adding that, “one of
the option that the IA function may
want to consider is having a
structured plan in rolling out the
analytics into its’ IA activities; i.e.
identify suitable area where there is
quality data available and treat it as
“Pilot Program” before embedding
analytics as part of the audit. Once
this approach is proven successful,
a larger scale roll out can be
considered, in tandem with the
awareness of the Organisation’s on
the application of analytics within
the IA function’s audit activities as
well as the availability of quality
data and readiness of the IA
function; i.e. in terms of analytics
tool available and having the right
team with appropriate skillsets to
embed analytics in its IA activities.”

Some questions you can ask
1. Are our ways of working any

different than they were 10
years ago? 

2. Is dropping a retrospective
report four months after
initiating an audit the most
important role our IA group can
play? 

3. Have we leveraged available
technology to automate
assurance activities wherever
possible? 

4. Is an audit the only way we can
provide assurance and insight? 

If you answered “no” to these
questions, then you have an
opportunity to rebutt the misleading

mantra of doing more with less—by
doing different with less.

The solution hinges on risk-ranking
and prioritising, by doing things
smarter, adopting different
approaches, and generating more
insights through use of technology.
To augment your core assurance
work, pick the right things to focus
on—the top risks and main
concerns that provide the greatest
ROI—and allocate budget
resources to those areas. This
might mean: 

• Challenging the status quo and
reevaluating your approach

• Stopping some activities that
have limited impact 

• Moving toward more automated
solutions for assurance work
that will free up time for value-
added advice and anticipate
work

• Engaging in less reporting and
rating and more timely and
proactive advisory and
anticipatory activities

• Embracing an innovative
mindset and a creative
approach 

• Adopting Agile internal audit
methodology5to reduce costs
and time to delivery while
improving quality

Conclusion: Crash
landing? Or, the sky’s
the limit?

The emergent threats of 2020 had
emphasised a critical need for IA to
elevate its game. While IA can’t
singlehandedly calm the storm, it
surely can help immensely, not only
to keep the enterprise aloft, but
piloted toward a new era of greater
resiliency, responsiveness, and,
even in trying times, profitability.

About Deloitte 
Deloitte refers to one or more of
Deloitte Touche Tohmatsu Limited
(“DTTL”), its global network of
member firms, and their related
entities (collectively, the “Deloitte
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to as “Deloitte Global”) and each of
its member firms and related
entities are legally separate and
independent entities, which cannot
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respect of third parties. DTTL and
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related entity is liable only for its
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those of each other. DTTL does not
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Deloitte Asia Pacific Limited is a
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It’s a rare chartered accountantwho reaches middle age without
fantasising about a well-

remunerated, semi-retirement
involving one or more board
positions.

Some CAs don’t have to put in the
usual legwork to land their first non-

executive directorship; one day
they just get an unsolicited tap on
the shoulder from an appreciative
client.

While such invitations are always
gratifying, they should only ever be
accepted after considerable due
diligence and self-reflection.

It’s a rookie mistake to assume
running a department, firm or
company is all the preparation
required to become an effective
board member, says Luisa
Pastrello, general manager,
members and clients, at the
Australian Institute of Company
Directors (AICD).

So you want to be a director
Don’t join a board just because you think it’s what you’re meant to do.
There are responsibilities – but it can also be fun.

By Nigel Bowen
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“Many first-time directors find it
difficult to let go of their manager
mindset and transition to being
hands-off strategy setters,” she
says. “Plus, directors also need to
know a lot about corporate
governance.”

“Many first-time directors
find it difficult to let go of
their manager mindset and
transition to being hands-
off strategy setters.”Luisa
Pastrello 
AICD, the Governance Institute of
Australia and New Zealand’s Institute
of Directors (IOD) all offer courses
designed to provide the knowledge
and skills neophyte directors need.

The first question would-be board
members need to ask themselves is
whether they will be able to add value
to the board and whether being on
the board will add value to their life.

“CAs will have accounting acumen,
which is always in demand on
boards,” says Julia Hoare FCA, a
former PwC partner who is the IOD’s
vice-president, and a director of a2
Milk, Auckland International Airport,
Port of Tauranga, Watercare Services
and Meridian Energy.

“But that acumen should be viewed
as a necessary but not sufficient
condition. You need a broad range of
skills to be able to determine the
strategic direction of a listed
company.”

Robin Low FCA, another PwC
alumni, is currently on the board of
IT company Appen, cooking-box
subscription Marley Spoon, IT and
tech services provider CSG and
Guide Dogs NSW/ACT (among

others). She advises applying one
more criterion before joining a board.

“You need to ask yourself what
you’ll get, beyond a director’s
salary, out of being on the board,”
she says. “My advice is only to join
a board if you believe doing so will
enrich your life.”

“You need to ask yourself
what you’ll get, beyond a
director’s salary, out of
being on the board.”Robin
Low FCA
Being a director isn’t a
‘free lunch’

Both Hoare and Low warn against
viewing a directorship as money for
nothing – the role requires work.

“You have to spend a lot of time,
much of it alone, reading board
papers and staying up to date on
industry developments,” warns Low.
“If you’re the chair of the audit and
risk committee, which you probably
will be, you’ll be busy during the
reporting season.”

Hoare adds: “It’s not just a matter of
skimming the board papers and
turning up to a monthly meeting.
You have to spend a lot of time
digesting and reflecting on board
papers to be able to effectively
contribute at board meetings.

“Being on a board is no walk in the
park at the best of times and events
such as global pandemics, CEO
changes and takeovers can really
ramp up your workload.”

Aspiring board members also need
to understand they are making a
long-term commitment.

“You’re likely signing up for five to
nine years,” Hoare cautions. “The
old joke is that it’s hard to get on a
board but even harder to get off.

“You can’t just walk away if you
decide it’s all too much hard work.
Well, you can, but doing so may
damage both your reputation and
the reputations of your fellow
directors.”

“You can’t just walk
away if you decide it’s
all too much hard
work.”Julia Hoare FCA
You’re judged by the
company you keep

There’s a reason directors have a
reputation for clubbiness; they have
to take collective responsibility for
decisions that can have grave
consequences.

“Whenever I’m invited to join a
board, I start by doing ‘desktop due
diligence’,” says Low. “Some of that
online research revolves around the
financial soundness of the
company, but most of it is about the
directors, particularly the chairman.

“If I’m not confident the chairman is
an impressive individual who can
run the board through good times
and bad, I don’t take things any
further.”

“Boards and individuals who chair
them differ widely and there’s no
such thing as a perfect board or
perfect chair,” Hoare says. “But you
want to make sure that any board
you are cntemplating joining has
directors you respect and who are
conscientious and competent.
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“Be aware that just as a company’s
culture is largely determined by its
CEO, a board’s culture will be
shaped by its chair.”

What are the upsides
to joining a board?

Hoare, Low and Pastrello
emphasise that board roles aren’t
for everyone and there’s no shame
in deciding you lack the time,
energy, expertise or inclination to
become a director.

“It’s never a good idea to go on a
board just because you think that’s
what you’re meant to do at a certain
stage of your career,” Hoare says.
But that noted, CAs usually find the
pros of being a director outweigh
the cons.

There’s surprisingly little data about
director salaries or fees in Australia
or New Zealand. But annual
remuneration in the range of
A$100,000-$300,000 in Australia
and NZ$50,000-$150,000 in New
Zealand seems to be common.
Members of not-for-profit boards,
however, receive substantially less
or may contribute their services for
free.
But directors rarely join boards
solely or even primarily for a pay
cheque.

“I could never go back to working
the hours I used to in my old job,
but I still want to work. I still want to
be mentally stimulated. I still want
to make a contribution,” Low
explains.

“I could never go back to
working the hours I used
to in my old job, but I still
want to work. I still want to
be mentally stimulated. I
still want to make a
contribution.”Robin Low
FCA
“At an age where most people are
drifting into retirement, I’m interacting
with lots of interesting people,
helping set the direction of several
companies and NFPs, and learning
more than I ever have,” she says.

Hoare echoes Low’s remarks. “I get
to spend time with a lot of amazing
individuals,” she says. “I get to
undertake a huge variety of tasks,
play a part in addressing a wide
range of issues and feel like I’m
adding value.

“Being on a board involves
shouldering some serious
responsibilities, but it can also be
phenomenally rewarding and fun.”

What brings directors
unstuck?

Board directors have a
responsibility to know what the
company is doing, to act honestly,
ensure financial records are up to
date and accurate, and that the
company can pay its debts. Board
decisions must be in the best
interests of the company and not
personally benefit the directors. Get
any of that wrong and you may be
in for more than a slap on the wrist.

Breaching directors’ duties in
Australia leaves you open to
penalties up to A$1.05 million (or
three times the benefit gained,

whichever is greater), and up to 15
years in prison for serious criminal
breaches. In New Zealand,
individual directors can be fined
NZ$7000 each if audited financial
statements aren’t registered. And if
you snub an order banning you
from being a director, you could be
fined up to NZ$200,000 and jailed
for up to five years.

What things get
directors in trouble?

• Allowing a company to trade
while insolvent (although
temporary ‘safe harbour’
measures were put in place
during COVID-19 lockdowns so
cash-strapped businesses could
keep trading without directors
being personally liable).

• Not disclosing a director’s
personal interest in a third-
party transaction. 

• Not ensuring that financial
records and reports are
accurate. In 2011, ASIC
prosecuted Centro property
group when A$2 billion in current
liabilities was wrongly classified
as non-current in a financial
report. Although the report had
been audited, the judge found
the directors had breached their
duties by not checking the
figures.

• Not taking notice of a
company’s particular risks.
Recently, board directors of
banks and casinos have been
found wanting when it comes to
the risk of criminals using their
organisations to launder money.
Likewise, staff being
systematically underpaid in
convenience stores or restaurant
groups should also have been
on board members’ radar.

Copyright Chartered Accountants
Australia and New Zealand (CA ANZ).
Contact CA ANZ for permission to
reproduce this article.
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NACRA - Recognising the 
Best Annual Reports

Every year, the National
Annual Corporate Reports
Awards (NACRA)  is jointly

organised by Bursa Malaysia Bhd,
Malaysian Institute of Accountants
(MIA ) & The Malaysian Institute of
Certified Public Accountants
(MICPA ). The guidelines are
continuously reviewed and
enhanced to ensure that the
standards and quality of the
production of annual reports are in
line with current requirements and
the latest global developments. 

NACRA 2020 introduced a new
framework that integrates elements
of sustainability and integrated
reporting in line with evolving
expectations.  At the virtual awards
presentation ceremony for NACRA
2020 held on December 22,
President of MICPA and MIA, Dr
Veerinderjeet Singh, stated in his
speech that enhancing corporate
disclosure and reinforcing its use as

a tool for communications,
stakeholder engagement, and
comparison will ensure that
corporate and financial reporting
remains ever relevant, despite the
changes in the business and
economic landscape. “This, in turn,
improves the demand for
accountancy as the primary
provider of corporate and financial
reporting and enhances the long-
term demand for accountancy

services and the ensuing
sustainability and resilience of the
profession,” he said.

The 2020 Awards saw Public Bank
Bhd bag the Platinum Excellence
Award for Companies with More
Than RM10 Billion in Market
Capitalisation category. Telekom
Malaysia Bhd received the Platinum
Excellence Award for Companies
with RM2 Billion to RM10 Billion in
Market Capitalisation.  For
Companies with Less Than RM2
billion in Market Capitalisation
category, Sunway Construction
Group Bhd lifted the Platinum
Award, while for Non-Listed
Organisations, the Platinum Award
went to Petroliam Nasional Bhd.
A total of 32 winners in different
categories were announced out of
48 participating organisations for
NACRA 2020.
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Special Awards

Best Sustainability Reporting

Platinum: Nestle (Malaysia) Berhad

Gold: Petronas Chemicals Group Berhad

Silver: Axiata Group Berhad

Silver: Fraser & Neave Holdings Berhad

Best Annual Report in Bahasa Malaysia

Platinum: Telekom Malaysia Berhad

Gold: RHB Bank Berhad

Silver: FGV Holdings Bhd

Best Designed Annual Report

Platinum: Petronas Gas Berhad

Gold: Nestle (Malaysia) Berhad

Silver: KLCCP Stapled Group

More than RM10 Billion in 
Market Capitalisation

Platinum: Public Bank Berhad

Gold: CIMB Group Holdings Berhad
Gold: RHB Bank Berhad
Gold: Tenaga Nasional Berhad

Silver: Axiata Group Berhad
Silver: Hong Leong Bank Berhad
Silver: Nestle (Malaysia) Berhad

RM 2 Billion – 10 Billion in 
Market Capitalisation

Platinum: Telekom Malaysia
Berhad

Gold: Astro Malaysia Holdings
Gold: KPJ Healthcare Berhad
Gold: Sunway Real Estate-
Investment Trust

Silver: Sime Darby Bhd
Silver: Sunway Berhad
Silver: Yinson Holdings Berhad

Less than RM 2 Billion in 
Market Capitalisation

Platinum: Sunway Construction Group
Berhad

Gold: Axis Real Estate Investment
Trust

Silver: Duopharma Biotech Berhad
Silver: Eco World International Berhad
Silver: Kumpulan Perangsang
Selangor

Non-Listed Organisations

Platinum: Petroliam Nasional
Berhad

Gold: Kulim (Malaysia) Berhad

Silver: Credit Guarantee
Corporation Malaysia Berhad

Excellence Awards



NACRA 2021
Launched

Now in its 31st year, NACRA 2021
continues to be a force for spurring
continuing excellence and
improvement in corporate reporting
in Malaysia, in line with its
evergreen theme, “Towards
Accountability & Excellence”.
NACRA 2021 kicked off its
competition with an official virtual
launch held on March 17, 2021.
The event opened with a speech by
the Chairman of NACRA’s
Organising Committee, En
Zahirudin Abdul Rahim, followed by
another speech by the Chairman of
the Adjudication Committee, Mr
Stanley Teo Swee Chua. 

This year, NACRA will be
implementing the same awards

structure and assessment criteria
revamped the previous year.
Insights into the criteria that is
looked at during the adjudication
process for the Corporate
Information and Accounting
Information sections were delved
into during the Adjudicator Sharing
session presented by Mr Herbert
Chua and Dato’ Megat Iskandar
Shah, respectively. They are both
adjudicators carrying many years of
experience adjudicating for
NACRA.

The launch ended with a Q&A
session where the Chairmen and
Adjudicators took questions from
the audience.

The following lists the Award
categories up for grabs in NACRA
2021:

In each category of Excellence Awards (except for the Non-listed Organisations), the number of winners (provided
the minimum assessment marks are met) are as follows:

*[The market capitalisation for NACRA 2021 will be based on the market capitalisation as at 2 January 2020.]

The closing date for submission of entries for NACRA 2021 is June 15, 2021 (Tuesday).  Winners will be
announced at a virtual Awards Presentation Ceremony on December 2, 2021.

For more information on NACRA, visit: www.micpa.com.my/events/nacra/ or contact the Secretariat at nacra@micpa.com.my

Excellence Awards

Excellence Awards Categories

Special Awards Categories

Companies with more than RM10 billion in market capitalisation
Companies with RM2 billion to RM10 billion in market capitalisation
Companies with less than RM2 billion in market capitalisation
Non-listed Organisations

Platinum
Gold
Silver

1 winner 
Up to 3 winners
Up to 3 winners

Special Awards Best Sustainability Reporting
Best Annual Report in Bahasa Malaysia
Best Designed Annual Report
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The Institute organised its 3rd ANZ
Summer Break Programme, and
for the very first time -virtually!

This event is catered especially for
accounting undergraduates studying in
Australian and New Zealand universities
who are on their summer break. 

Held on January 16, 2021, the event
hosted Malaysian accounting students
from 10 different universities in Malaysia,
Australia and New Zealand. The event
featured guest speakers who shared
insights into the accounting profession
and gave the students a glimpse into what
they can expect in their future careers.  

The event kicked off with an insightful
sharing session titled ‘Making the Most
of Your Internship’ by Ms Sangeetha
Selladurai, an Assurance Manager in
PwC Malaysia. Sangeetha shared her
internship experience, the lessons she
learnt, the steps she took to enhance
her internship and some invaluable
advice to those planning to intern soon. 

This was followed by a presentation
about ‘EQ in the Workplace’ by En
Muazzam Mohamed, Chief Executive
Officer of BIMB Holdings. He shared the
difference between IQ & EQ and how
Emotional Intelligence is a collective of
abilities such as self-awareness, self-
management, social skills & empathy. It
is important because an individual that
possesses these abilities can set
themselves apart from the average
worker.

A young MICPA Member, Mr Aiman
Haziq, who is currently an Accounting
Analyst for IBM, spoke about his journey
from being a New Zealand university
graduate to an MICPA candidate and
now a young member. He covered the
importance of holding a professional
qualification like MICPA and how it can
enhance your career and open doors to
endless opportunities. He encouraged
the young aspiring professionals to
always plan for their future. Overall, it
was a good eye-opener for students to
learn more about the profession and the
MICPA Programme.

The final session of the day featured CA
ANZ’s General Manager - Strategic
Engagement & Development, Mr
Anthony Mathis, who covered some key
soft skills and attributes an accounting
graduate should acquire, the various
fields within accounting that an
accountant can venture into, and gave

examples of how technology plays a role
in the evolution of the accounting
profession as we head into the future. 

The session ended with participants
feeling inspired and excited about their
future careers as accounting
professionals.

ANZ Summer Break Programme 2021
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OBITUARY
The Council and Members of The Malaysian Institute of Certified Public Accountants note with deep regret the demise of its members –  

Puan Siti Ramelah binti Yahaya on February 19, 2020
Datuk G.B.B. Nandy @ Gaanesh on October 9, 2020

Ms Lim Hooi Bein on November 18, 2020
Mr Segarajah Ampalavanar on February 19, 2021

The Institute wishes to extend its deepest condolences to the late members’ families and friends on their bereavement.

Upcoming Continuing Professional Development (CPD) Programmes
It is an integral part of the Institute to conduct CPD Programmes to enhance the skills and knowledge of the members. Our training covers a wide range of
areas, including auditing, financial reporting, tax and more. The following CPD Programmes have been planned:

-    All courses listed are subject to updates and changes
-    If you are interested, head to https://www.micpa.com.my/calendar/training/ to download the course brochures. 
-    For more information, please contact the CPD Department: Tel No: 03-2698 9622 (extn: 206) or email: cpd@micpa.com.my

Check out our website for the latest CPD Programmes by scanning this QR code.

Programme Title Speaker/s Date/s Time Type             Fees

MICPA-ICAI Exclusive Webinar: Various Speakers April 10, 2021 03:00 p.m. – 07:00 p.m. Webinar               MICPA/CAANZ Members:- RM100.00
Blockchain Technology in Day to Day Life                            Non-Members:- RM150.00

Tax Audits and Investigations Mr Harvindar Singh April 15 & 16, 2021 09:00 a.m. – 01:00 p.m. Webinar               MICPA/CAANZ Members:- RM360.00
                            Non-Members:- RM480.00

Preparing MPERS Compliant Financial Statements Mr Ng Kean Kok April 21, 2021 09:00 a.m. – 05:00 p.m. Webinar               MICPA/CAANZ Members:- RM360.00
– COVID 19                            Non-Members:- RM480.00

Taxation of Property Developers and Contractors Mr Harvindar Singh May 3 & 4, 2021 09:00 a.m. – 01:00 p.m. Webinar               MICPA/CAANZ Members:- RM360.00
                            Non-Members:- RM480.00

Consequences of COVID 19 – Ms Oh Ai Sim May 21, 2021 09:00 a.m. – 05:00 p.m. Webinar               MICPA/CAANZ Members:- RM360.00
Accounting Considerations                            Non-Members:- RM480.00

COVID-19 Considerations - Going Concern, Mr Ng Kean Kok May 27, 2021 09:00 a.m. – 05:00 p.m. Webinar               MICPA/CAANZ Members:- RM360.00
Impairment and Financial Instruments                            Non-Members:- RM480.00

Common Offences Committed by Directors Under Ms Jessica Liew May 31, 2021 09:00 a.m. – 05:00 p.m. Webinar               MICPA/CAANZ Members:- RM360.00
the Companies Act 2016 and Effective Fee                            Non-Members:- RM480.00
Collection Strategy in the Covid Era

MFRS 15 and MPERS 23 & MPERS 34 – Ms Oh Ai Sim June 17 & 18, 2021 9:00 a.m. – 5:00 p.m. Webinar               MICPA/CAANZ Members:- RM360.00
Accounting for Property Development Activities                            Non-Members:- RM480.00
and Construction Contract

Group Accounting - The Economic Entity Ms Oh Ai Sim July 5 & 6, 2021 9:00 a.m. – 5:00 p.m. Webinar               MICPA/CAANZ Members:- RM360.00
Model under MFRS 3 and MFRS 10                            Non-Members:- RM480.00
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Innovation & Entrepreneurship.Two words frequently used as the
pandemic continues to reshape

our lives and livelihoods. While
many of us are trying to cope with
the new “normal”, entrepreneurs
see a unique opportunity to re-
invent the preconception of our
norms. You too, are an
entrepreneur. You just don’t know it,
or perhaps view it that you have too
small of an idea or do not have a
“world-changing” idea to be
considered an entrepreneur.

What Is Entrepreneurship To Me?

There is no set definition of what
entrepreneurship is. General
definitions include but are not
limited to:
1. The creation of an enterprise to

reap the rewards of a new
product or service while
understanding the risks
involved, or for simplicity,

2. The creation of value.

However, I view entrepreneurship
as a state of mind. 

Let’s think about it. How many
times have we thought about a
great idea that could improve our
lives just to fall short on executing
it? We could chalk this inaction to
fear of failure, fear of ridicule or
even the fear of the unknown. 

The journey of an entrepreneur is
essentially the path to becoming a
mad scientist. We hypothesise,
test, and gather, analyse, and
review the results repeatedly until
we hit a minimum viable product
(“MVP”). Failure is the modus
operandi, for we would not know
what can or cannot work without it.
It is like a courtship. You may fail
(sometimes a lot), but eventually,
you will find one that is suitable.

Not Every Idea Is An MVP; Not
Every MVP Has Product-Market
Fit

Not all ideas are created equal.
Similarly, not every MVP achieves a
product-market fit. Amongst 100
ideas you might have, perhaps only

10 might be feasible as MVPs, and
only one might have a product-
market fit or something that the
market wants. The hunt for this
product-market fit is vital in
developing the MVP. 

Distilling product-market fit is
essentially identifying and targeting
your ideal customer profile (“ICP”).
An ICP is a customer who is willing
to pay a reasonable premium to
you to enjoy your product. An
example would be opening a
community supermarket. Your ICP
could be senior citizens (who cook
great food, I might add) who
purchase groceries or visit the
morning markets.

You will need to understand the
habits of these senior citizens. 
• What is their top consideration

when purchasing an item?
• What is more highly valued

(convenience, quality and/or
price)?

• What is your sales pitch to
them?

• What can you offer that your
competitors don’t?

These exploratory questions are
non-exhaustive, but they give us a
jumping-off point for our hunt.
However, will achieving a product-
market fit bring with it scalability?

Questioning Scalability

A successful product in the current
market does not equate to a
successful product in a different
market, at least in its current state.

An Entrepreneur's Journey
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I had the great pleasure of meeting
a founder of a tech-based hiring
agency. They pride themselves in
quality hiring (full/part-time) to
clients at a reasonable cost. The
company is relatively successful in
Malaysia. However, when the
company expanded to Thailand,
what worked in Malaysia fell flat in
Thailand. Why?

The answer was the market
penetration strategy (or localisation
for the example above). While the
new market may want/need the
product, the product cannot be
successful without proper
adaptation in your overall sales,
marketing, operational and financial
strategy.

Likewise, there are situations where
your initial market research for the
need of your product does not
corroborate with your current data.
At this time, leave your ego at the
door. The product must evolve as
you obtain new data. The one-size-
fits-all approach will not work.

There are many other factors such
as company structure, people,
processes and procedures to
consider before a company is ready
for scale but a word of caution: A
strong foundation begets scalability
and not the opposite. Never scale
for the sake of scaling or to look
good in front of investors.

The Myth of Entrepreneurship

I would also like to tackle the myth,
or at least the perception, that
being an entrepreneur (or being the
boss) is easy. It is NOT easy. It is a
lonely path to take. You have to

balance the company’s needs
(financially and operationally) with
your employees’ needs and wants
while staying true to your core
principles.

While advice can be given by your
investors, friends, and family, you
hold the sole power to make the
final decision, and the buck stops
with you. The company’s failure is
your failure. Conversely, the
company’s success is your
success.

Entrepreneurship also allows you
the privilege to build a positive
working culture and train like-
minded individuals to embrace your
values, your mission and your
vision. Paraphrasing our Malaysian
politicians’ “YB means Yang
Berkerja, Yang Berusaha dan Yang
Berkhidmat” - you work for the
benefit of your company and those
under you. A successful company
reflects competent and capable
employees, and in turn, its leaders.
A failed company indicates failed
leadership.

While this does not mean that the
iron fist approach does not work,
sometimes it is required when
making tough decisions. You will
need to ask yourself the question,
“Is this my legacy?”

Your Legacy

Every journey must have an end,
and at every end, a legacy is left
behind. 

I deal with multiple issues a day,
and some days these issues feel
never-ending. Difficult decisions are
prevalent. Core values and

principles are challenged
continuously. Frustration and
exhaustion are all too common,
especially when you are the sole
founder. Make no mistake; the path
of an entrepreneur can be a lonely
one. Still, one can dream.

While I aspire to change the world, I
dream of training people to become
the best version of themselves. By
the time I leave this world, I want
those who worked with me to say, “I
learnt X from Nicholas” or “He has
taught me the value of being X”. My
way of achieving this is by building
my company.

You can dream too. Whatever your
dream is, always remember your
end goal when you walk the path of
an entrepreneur or any other career
path.

Final Thoughts

The journey of an entrepreneur is
an arduous one. It is not a sprint
but a marathon. There are many
ups and downs, but there are also
many lessons to be learned along
the way. It is a risky endeavour, but
it is also the path less taken. 

It does not take a “world-changing”
idea to change the world—only a
tiny idea is needed to change the
world one step at a time.

This article is written by Young
MICPA Task Force member
Nicholas Yap - Co-founder and
CFO of ParkIt, a start-up focusing
on peer-to-peer parking solutions
with smart city, smart mobility and
smart mobility aspirations. He
continues to dream and works
towards that dream.
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MASB Update (www.masb.org.my)

MASB clarifies disclosure of
accounting policy information
and definition of accounting
estimates   

The Malaysian Accounting
Standards Board (MASB) has
issued: 

(a) Disclosure of Accounting
Policies 

     -    Amendments to MFRS 101
Presentation of Financial
Statements  

     -    Amendments to MFRS
Practice Statement 2
Making Materiality
Judgements

(b) Definition of Accounting
Estimates (Amendments to
MFRS 108 Accounting Policies,
Changes in Accounting
Estimates and Errors)

The Amendments are word-for-
word Disclosure of Accounting
Policies (Amendments to IAS 1 and
IFRS Practice Statement 2) and
Definition of Accounting Estimates
(Amendments to IAS 8) issued by
the International Accounting
Standards Board (IASB). 

About the Pronouncements

Disclosure of Accounting
Policies

- Amendments to MFRS 101
Presentation of Financial
Statements

- Amendments to MFRS
Practice Statement 2 Making
Materiality Judgements 

The Amendments to MFRS 101
requires entities to disclose their
material accounting policy
information rather than their
significant accounting policies. The
Amendments, amongst others, also
include examples of circumstances
in which an entity is likely to
consider an accounting policy
information to be material to its
financial statements. 

To support the Amendments to
MFRS 101, MFRS Practice
Statement 2 was also amended to
provide guidance on how to apply
the concept of materiality to
accounting policy information
disclosures. The guidance and
examples provided in the MFRS
Practice Statement 2 highlight the
need to focus on entity-specific
information and demonstrate how
the four-step materiality process
can address standardised (or
boilerplate) information and
duplication of requirements of
MFRSs in the accounting policy
information disclosures.

The Amendments to MFRS 101
shall apply for annual reporting
periods beginning on or after 1
January 2023. Earlier application is
permitted. 

Definition of Accounting
Estimates (Amendments to
MFRS 108 Accounting Policies,
Changes in Accounting
Estimates and Errors)

The Amendments to MFRS 108
revises the definition of accounting
estimates to clarify how companies
should distinguish changes in
accounting policies from changes in
accounting estimates. The
distinction is important because
changes in accounting estimates
are applied prospectively to
transactions, other events, or
conditions from the date of that
change, but changes in accounting
policies are generally also applied
retrospectively to past transactions
and other past events.
The Amendments to MFRS 108
shall apply for annual reporting
periods beginning on or after 1
January 2023. Earlier application is
permitted.
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Recording Now Available: The
IASB Seeks Investor Views on
How to Account for M&As
Between Companies Under
Common Control
The IASB has published a webcast
for investors summarising the
Board’s consultation on reporting
mergers and acquisitions (M&As)
between companies under common
control (transfers of businesses
from one company within a group to
another).

Such transactions are common
around the world and IFRS
Standards do not currently specify
how companies should report them.
As a result, companies report these
transactions in various ways and
often provide little information about
them. The webcast presents
suggestions for how the Board
could amend IFRS Standards to
make reporting more comparable
and more transparent and explains
how those suggestions would apply
to common scenarios of M&As
between companies under common
control.

IFRS Foundation Trustees
Reappoint Two IFRS
Interpretations Committee
Members

The Trustees of the IFRS
Foundation, announced the
reappointment of Guy Jones and
Goro Kumagai to the IFRS
Interpretations Committee. Their
second three-year terms
commence on 1 July 2021.

Guy is a partner in the Toronto
office of EY’s Professional Practice
Group and a member of EY’s
Global IFRS Policy Committee.

Goro is the Senior Fellow of the
Industry-Government-Academia
Collaboration Office, Global
Strategy Department, at Mizuho
Securities, the investment banking
arm of Mizuho Financial Group.

The Interpretations Committee
works with the Board in supporting
the application of IFRS Standards
and comprises 14 members drawn
from various jurisdictions and
professional backgrounds.

IASB Amends IFRS Standards to
Improve Accounting Policy
Disclosures and Clarify
Distinction Between Accounting
Policies and Accounting
Estimates

The IASB (Board) recently issued
narrow-scope amendments to IFRS
Standards.
The amendments will help
companies:
• improve accounting policy

disclosures so that they provide
more useful information to
investors and other primary
users of the financial
statements; and

• distinguish changes in
accounting estimates from
changes in accounting policies.

Following feedback that more
guidance was needed to help

companies decide what accounting
policy information should be
disclosed, the Board has issued
amendments to IAS 1 Presentation
of Financial Statements and IFRS
Practice Statement 2 Making
Materiality Judgements. The
amendments to IAS 1 require
companies to disclose their material
accounting policy information rather
than their significant accounting
policies. The amendments to IFRS
Practice Statement 2 provide
guidance on how to apply the
concept of materiality to accounting
policy disclosures.

Separately, the Board has also
issued amendments to IAS 8
Accounting Policies, Changes in
Accounting Estimates and Errors.
The amendments clarify how
companies should distinguish
changes in accounting policies from
changes in accounting estimates.
That distinction is important
because changes in accounting
estimates are applied prospectively
only to future transactions and
other future events, but changes in
accounting policies are generally
also applied retrospectively to past
transactions and other past events.

The amendments to IAS 1 and IAS
8 will be effective for annual
reporting periods beginning on or
after 1 January 2023, with early
application permitted.

IASB Update (www.iasb.org) 
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IASB Proposes to Extend
Support for Lessees Accounting
for COVID-19-Related Rent
Concessions

The IASB (Board) recently
published for consultation a
proposal to extend by one year the
application period of the
amendment to IFRS 16 Leases
issued in 2020 to help lessees
accounting for COVID-19-related
rent concessions.

The original amendment was
issued in May 2020 to make it
easier for lessees to account for
COVID -19-related rent
concessions, such as rent holidays
and temporary rent reductions,
while continuing to provide useful
information about their leases to
investors. The practical relief
currently applies to rent
concessions that reduce only lease
payments due on or before 30 June
2021. 

In response to calls from
stakeholders and because the
COVID -19 pandemic is still at its
height, the Board proposes to
extend the relief to cover rent
concessions that reduce only lease
payments due on or before 30 June
2022.

The Trustees of the IFRS
Foundation have approved a
shorter-than-normal comment
period of 14 days for this
consultation due to the urgent
nature of the proposal.

IASB Proposes New IFRS
Standard to Give Investors a
More Complete Picture of the
Financial Performance of Rate-
Regulated Companies

The IASB (Board) recently
published proposals for a new
accounting standard that would
require companies subject to rate
regulation to give investors better
information about their financial
performance.

Rate regulation, which is common
in some industries, including the
utilities and public transport
industries, determines the amount a
company can charge its customers
for goods or services supplied to
them and the period when the
company can charge that amount.

In some cases, the period when a
company supplies goods or
services differs from the period
when the company can charge
customers for those goods or
services—and thus differs from the
period when the company reports
revenue in its income statement.

When those differences in timing
occur, the revenue a company
reports for a period in its income
statement and the assets and
liabilities it reports in its balance
sheet do not give a complete
picture of the amount that the rate
regulation entitles the company to
charge for goods or services
supplied in that period.
Currently, IFRS Standards do not
require companies to give investors
information about those differences
in timing.

The proposed Standard would
introduce a requirement for
companies to give investors such
information by reporting regulatory
assets and regulatory liabilities in
their balance sheet, and related
regulatory income and regulatory
expense in their income statement.
This information would complement
the information companies already
provide applying current IFRS
Standards and give investors a
more complete picture. The
additional information would help
investors understand which
fluctuations in the relationship
between a company’s revenue and
expenses are caused by
differences in timing and enable
investors to make better
assessments of the company’s
prospects for future cash flows.

Hans Hoogervorst, Chair of the
Board said: “Rate regulation can
have a big impact on a company’s
revenue and profit, but currently
investors don’t get the full picture of
this impact. Our proposed new
IFRS Standard will require
additional information to give
investors a more complete picture.”

The proposed Standard would
replace IFRS 14 Regulatory
Deferral Accounts.

The deadline for comments is 30
June 2021.
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IFAC Convenes Leadership of
Global Accountancy Profession
to Progress Sustainability
Agenda

The IFAC recently convened over
150 chief executives and senior
leaders of professional
accountancy organizations around
the world, together with its Board of
Directors, to discuss critical issues
relevant to the future of the
accountancy profession.

A key focus of the meetings was
hearing from key stakeholders on
the future of corporate and
sustainability-related reporting, and
how these fit into the broader
context of sustainable business and
finance, where professional
accountants will need to play a
pivotal leadership role based on
their core competencies and ethical
codes. 

Kevin Dancey, CEO of IFAC, said
“As we consider the future of global
economies and capital markets,
and the need for better reporting on
sustainability and value creation,
there remains a clear need for the
skills, business acumen, judgment
and ethical core that have always
been the domain of professional
accountants.  As a profession, we
are actively ensuring that we are
ready to address this next
generation of challenges and

opportunities, including by calling
for the creation of an international
sustainability standards board
under the auspices of the IFRS
Foundation that stands to serve the
public interest and ultimately the
development of sustainable
economies.”

IFAC recently issued a letter to its
member organizations outlining its
corporate and sustainability-related
reporting agenda.

Several guest speakers added
important context and input at
IFAC’s meetings:

• Lee White, Executive Director of
the IFRS Foundation, discussed
the IFRS Trustees’ current
consultation related to the
proposed formation of a new
sustainability standards setting
board;

• Tajinder Singh, Acting Secretary
General of IOSCO discussed
IOSCO’s sustainable finance
agenda, as well as their 2021-
2022 Work Plan and progress
on the Monitoring Group’s
recommendations;

• Mervyn King, Chair Emeritus of
the International Integrated
Reporting Council (IIRC) and
world-renowned expert on
corporate governance and
reporting, spoke to the strategic
importance of the accountancy

profession’s leadership and
engagement in integrated
thinking and sustainability
reporting matters.

Alan Johnson, President of IFAC,
said “One of IFAC’s distinct
advantages is convening strategic
discussions and engaging with
international organizations. Our
global profession plays a key role in
supporting the sustainable and
equitable growth of economies, and
it is both necessary and rewarding
to be able to advance these
important topics with and for our
member organizations. We look
forward to continuing to position the
accountancy profession at the
centre of these conversations, and
ensuring that we help organizations
and governments deliver the United
Nations’ Sustainable Development
Goals.”

IFAC Supports Next Steps and
Strategic Direction of IFRS
Foundation’s Work on
Sustainability

IFAC supports steps announced
recently by the IFRS Foundation in
its ongoing consideration of
whether to establish a new
Sustainability Standards Board
(SSB) alongside the IASB and
under the existing governance
structure of the IFRS Foundation.
IFAC welcomes the engagement of

IFAC Update (www.ifac.org)
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IOSCO in this important initiative,
as outlined in the IFRS Trustee
statement as well as in IOSCO’s
February 24 media release.

We agree with the Trustees’
strategic views that the new SSB
should focus on information
material to decisions of investors
and other providers of capital and
that the new board would initially
focus its efforts on climate-related
reporting, while also working toward
meeting the information needs of
investors on other ESG
(environmental, social and
governance) matters.

Likewise, we agree that a building
blocks approach facilitates both the
use of existing standards and
frameworks (including TCFD) and
the flexibility for coordination on
reporting requirements that capture
wider sustainability impacts, as
IFAC articulated in its roadmap.

IFAC CEO Kevin Dancey said,
“IFAC continues to support the
ongoing rationalization of a
coherent global system. The IFRS
Foundation is uniquely qualified
and positioned to lead here,
including engagement with existing
sustainability-related initiatives and
standard setters from key
jurisdictions. IFAC looks forward to
providing input to the forthcoming
IFRS Foundation Constitution
consultation and encourages our
member bodies and stakeholders to
take an active interest in these next
steps.”

IFAC and IESBA Reach Key
Milestone in Delivering Ethics
and Independence Resource 

IFAC recently completed its
inaugural series—Exploring the
IESBA Code—a unique,
educational resource developed in
collaboration with the staff of the
International Ethics Standards
Board for Accountants (IESBA).
Launched in November 2019, each
instalment of the series highlights
important concepts and topics in
the International Code of Ethics for
Professional Accountants (including
International Independence
Standards).

The final instalment, released
recently, explains the “building
blocks” structure of the Code and
its interconnected nature. This
instalment is intended to help
readers better understand how to
use and navigate the Code so that
they can quickly identify and access
the ethics and independence
standards and guidance relevant to
them. Other topics covered in the
series include: the fundamental
principles, the conceptual
framework, auditor independence,
conflicts of interest, inducements,
non-compliance with laws and
regulations (NOCLAR), pressure,
and the role and mindset expected
of the professional accountant with
a focus on bias.

“The Exploring the IESBA Code
series is a very useful tool to
complement the IESBA eCode,”
said Dr. Stavros Thomadakis,
IESBA Chairman. “Each instalment
provides a summary of important

aspects of the Code with cues on
how to read and apply its
authoritative text. This final
instalment spotlights the purpose of
the Code, how it is structured, and
how it should be used—by
accountants in business (PAIBs)
and public practice (PAPPs),
including auditors. The successful
completion of this initiative
demonstrates once again how
IESBA’s and IFAC’s  partnership is
valuable in supporting the global
adoption and implementation of the
Code.”

IFAC’s CEO, Kevin Dancey, said
“The ethical foundation of the
accountancy profession is one of its
most important features. The
Exploring the IESBA Code series
demonstrates IFAC’s commitment
to this ethical foundation and our
role in supporting the important
work of IESBA, as well as the
International Auditing and
Assurance Standards Board
(IAASB) and International Public
Sector Accounting Standards Board
(IPSASB). I encourage our
members, professional
accountancy organizations and
national standard setters around
the world to leverage this new
resource—to help raise awareness
of the Code and to help
professional accountants uphold
their public interest responsibility.” 

IFAC and IIRC Set Out A Vision
for Accelerating Integrated
Reporting Assurance

As an increasing number of
businesses around the world
implement integrated reporting as a
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route to long-term value creation
and sustainable development, the
demand for assurance services on
such reports is expected to rise
accordingly. To help meet this
demand, and to increase
confidence in integrated reporting,
the IFAC and the International
Integrated Reporting Council (IIRC)
are launching a new joint initiative,
Accelerating Integrated Reporting
Assurance in the Public Interest
(“the Initiative”).

The Initiative recognizes that new
thinking is required to determine
what comprises integrated report
assurance and how to best deliver
it, given integrated reporting’s
broad and forward-looking focus on
value creation. The Initiative, which
will be rolled out in instalments, is
designed to heighten awareness of
key issues, drive constructive
conversation with and among key
stakeholders, and encourage
providers and users of assurance
services in particular to lend their
voices to the effort.

The first instalment was released
recently and sets out what
integrated reporting assurance
involves for organizations, auditors,
and others. This instalment also
addresses the difference between
the two types of assurance - limited
and reasonable - and what is
required of auditors and
organizations to strive for
reasonable integrated reporting
assurance.

Feedback on the Initiative and the
first instalment can be sent to
stathisgould@ifac.org. All

comments are welcome, especially
those that address:

• perceived or actual
opportunities and challenges for
progressing integrated reporting
assurance

• areas in which additional
thought leadership and
guidance would be useful for
organizations, auditors and
assurance providers.

Commenting on the initiative,
Charles Tilley, Chief Executive
Officer, IIRC said, “We believe the
move toward assurance of
integrated reports, particularly the
move from limited to reasonable
assurance, should lead to
improvements in the quality of
integrated reports and underlying
business practices, and enable
investors and other stakeholders to
have more confidence in the
information reported about the
business and its resilience.”

Tjeerd Krumpelman, Global Head
of Advisory, Reporting &
Engagement, ABN AMRO N.V. said
“We decided a few years ago to
obtain cover-to-cover independent
assurance, based on the <IR>
Framework, from our financial
statements auditor, EY, on our 2017
Integrated Report. We were a
groundbreaker in this regard, and
encourage all other integrated
reporters to do the same. We
believe this pathway has not only
enhanced the credibility of our
report and provided stakeholders
with increased confidence, but we
also received valuable reporting
and process improvement

recommendations. Our next step is
to move from limited to reasonable
assurance for parts of our
integrated report, and to obtain
assurance on other non-financial
disclosures, such as our Human
Rights report, because it makes
good business sense.”

Kevin Dancey, Chief Executive
Officer, IFAC, said, “Integrated
reporting assurance, and indeed
providing assurance on all non-
financial (including sustainability)
information, is a critical element in
the future role of accountants,
requiring them to apply their
professional expertise to assurance
engagements that enhance the
credibility of corporate reporting.
Practice needs to develop quickly in
this immature part of the reporting
and assurance world, particularly to
provide confidence in narrative and
forward-looking information.
Professional accountants, as
preparers and assurance providers,
are uniquely qualified to help lead
the way in this important area.”

Establishment of Interim
Nominating Committee to Select
the Next IESBA Chair 

The Monitoring Group (MG), the
IFAC, and the Public Interest
Oversight Board (PIOB) announced
the establishment of an Interim
Nominating Committee to select the
Chair of the International Ethics
Standards Board for Accountants
(IESBA) for the 2022-2024 term.
This appointee will succeed Dr.
Stavros B. Thomadakis, who has
been the IESBA Chair since 2015.
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The Interim Nominating Committee
will be chaired by Mr. Makoto
Sonoda, chair of IOSCO’s
Committee on Issuer Accounting,
Auditing and Disclosure, and will
include Ms. Kathryn Byrne, Dr.
Simon Longstaff, Sir David
Tweedie, and Mr. Eddy
Wymeersch. The Interim
Nominating Committee meetings
will be observed by MG
representative, Jonathan Bravo of
the IOSCO general secretariat,
IFAC President, Alan Johnson and
Chair of the PIOB, Linda de Beer.

By establishing an Interim
Nominating Committee for the
selection of the next IESBA Chair,
the MG has designed a nominating
process based on the principles of
the MG Recommendations
published in July 2020. The next
IESBA Chair will be nominated
through an open call, appointed
using a skills matrix that prioritizes
the public interest and fosters a
strategic mindset, and selected by
a majority vote of the Interim
Nominating Committee.

Sagar Teotia and Jean-Paul
Servais, Co-Chairs of the MG
stated: “The Chair of the IESBA
plays a crucial role in ensuring that
high quality ethics and
independence standards and other
pronouncements for professional
accountants worldwide are
developed in the public interest.
The new Chair will, amongst other
key tasks, lead the strategic
priorities of IESBA and its standard-
setting agenda.  With the Interim
Nominating Committee’s multi-

stakeholder composition described
above, we are confident this will
contribute to a selection of the next
IESBA Chair that is in the public
interest.”

Alan Johnson, IFAC President
stated: “Ethics and the public
interest are the foundations on
which the accountancy profession
is built.  IFAC continues to support
robust processes and strong
governance in the selection of the
standard setting board members
and chairs. As such, we also
strongly support the establishment
of the Interim Nominating
Committee, which further advances
this important objective.”

Linda de Beer, PIOB Chair stated:
“The PIOB very much welcomes
the MG initiative to set up an
independent nominating committee
to select the next IESBA Chair. The
prioritization of the public interest in
the selection of this important role
cannot be overstated, as the PIOB
collaborates with stakeholders to
strengthen public interest in
international audit and ethics
standard-setting.”

IFAC Supports IFRS Trustees’
Action Toward an International
Sustainability Standards Board
IFAC welcomes the announcement
from the IFRS Foundation Trustees
to take further, timely steps to
assess the possibility of
establishing a new Sustainability
Standards Board (SSB). We concur
that there is “broad demand for the
IFRS Foundation to play a role.” A
Sustainability Standards Board is

best positioned to lead the ongoing
rationalization of a coherent global
system for reporting requirements
addressing enterprise value
creation, sustainable development,
and evolving stakeholder
expectations. We agree with the
Trustees’ conclusion that moving
with urgency is a key factor for
success. This can be accomplished
by leveraging the expertise and
standards that already exist as a
result of the work by CDP, CDSB,
GRI, IIRC, SASB, as well as the
TCFD. For example, the recently
released report on climate-related
disclosure demonstrates the value
of their continued collaboration to
this global system.  

IFAC CEO Kevin Dancey, said
“IFAC encourages our members
and stakeholders to remain focused
on this important initiative, to
continue to engage in discussions
and consultations that foster
greater alignment and
harmonization, and to offer their
expertise to the establishment of
this new Sustainability Standards
Board and a global solution to the
current fragmented reporting
ecosystem.”

IFAC reiterates its support for this
initiative, and stands ready to assist
the Trustees as they move forward
on this important work.
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Amendments to Malaysia’s Industrial Relations Act 1967 -

Are we going backwards? 
By Leonard Yeoh and Pua Jun Wen

The Malaysian Prime Minister
has reinstated the Movement
Control Order (MCO) in five

states and Federal Territories with
effect from 13.1.2021. While
another MCO, with mandatory
cessation of many economic
activities is necessary to flatten the
Covid-19 curve, it would surely dent
an ailing economy. The
proclamation of a State of

Emergency shortly after the
announcement of MCO had further
caught many Malaysians off guard.
The current unpredictable Covid-19
situation and political atmosphere in
Malaysia add to uncertainties for
investors which ultimately affect
investor participation and market
liquidity.

In 2021, Malaysians also welcome
the amendments to the Industrial
Relations Act 1967 (“IRA 1967”)
which came into force effectively on
1 January 2021. 

How would these amendments
affect us, especially during the
recently re-implemented MCO? 
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Automatic referral of
wrongful dismissal
cases to the Industrial
Court

The new laws allow cases that are
not resolved through conciliation at
the Industrial Relations Department
to be referred directly to the
Industrial Court without the
previous filtering mechanism of the
Minister. The Director General of
Industrial Relations shall refer
wrongful dismissal representations
directly to the Industrial Court if
he/she is satisfied that there is no
likelihood of the representations
being settled through conciliation.
The need for the Minister of Human
Resources to decide on whether to
refer an unresolved representation
has been dispensed with. 

Imposition of interest
to an award and
compensation to next-
of-kin

The new amendments allow the
Industrial Court to impose an
interest of up to 8% per annum to
an award, from the 31st day of the
award. In addition, the Court is also
empowered to award backwages or
compensation to the next-of-kin of a
deceased worker. 

In the event where an employee
who lodged a wrongful dismissal
claim and had passed away
(perhaps due to Covid-19), the
Court is empowered to continue the
proceeding and to award
compensation to his or her next-of-
kin.

To challenge the
Industrial Court award
through an appeal

Moving forward, the procedure to
challenge an Industrial Court award
will be by way of an appeal (instead
of a judicial review) to the High
Court in accordance with the new
Section 33C of IRA 1967. Sitting as
the appellate court, the High Court
can rehear and reassess the
evidence produced in the Industrial
Court to reverse an award. There is
also no requirement for leave from
the High Court to challenge
Industrial Court award. 

It is notable that an appeal against
the Industrial Court award must be
made 14 days from the receipt of
the Industrial Court award in
contrast with the 3-months
limitation period for a judicial
review.  

The current MCO may hinder the
process for all parties concerned to
file an appeal in the High Court and
parties who intend to challenge
industrial court awards must be
cautious about the new stipulated
timeline. 

This time around, the MCO has
been announced without clear
indication of any wage subsidy to
be given to employers nor loan
repayment moratorium for
borrowers. Businesses will need to
re-evaluate their employees’
headcount for sustainability. It goes
without saying that unemployment
rate would remain elevated in 2021.

The new amendments coupled with
the current reimplementation of
MCO raise the concern of whether

there will be an influx of wrongful
dismissal claims (including frivolous
ones) at the Industrial Court in
absence of the filtering mechanism
of the Minister. The potential
backlog of cases will surely burden
the infrastructure of Industrial Court
and it may bring us back to the old
situation we once desperately tried
to resolve. 

Employers may be concerned that
the amendments will only
encourage filing of frivolous
complaints during these difficult
times and unnecessary costs to
defend such claims will burden
them further. It may be too soon to
make a statement on whether the
amendments will lead to a positive
development of the employment
landscape in Malaysia. 

Time will tell. 

Leonard Yeoh is a partner and Pua
Jun Wen an associate with the law
firm, Tay & Partners.
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Aresearch study by Chartered
Accountants Australia and New
Zealand (CA ANZ) and the

University of Melbourne presents
descriptive statistics on the level of
recognition in financial reports of
intangibles, goodwill, and relevant
impairment from 2010 to 2020.

The report, covering Australia, New
Zealand and the world, is pertinent to
questions raised by the International
Accounting Standards Board (IASB)
in its discussion paper on “Business
Combinations — Disclosures,
Goodwill and Impairment” and
broader discussions about accounting
for goodwill, intangibles and value
creation.

US$8 trillion in goodwill was
recognised on company balance
sheets worldwide in 2020, according
to the IASB, which is consistent with
the analysis in this research report
that shows in Australia, A$111 billion
was recognised and NZ$5.54 billion
in New Zealand. 

The analysis also reveals: 
• both intangibles and goodwill on

balance sheets as a percentage
of assets have been increasing
over the past two decades

• a skewed distribution in the
amount of goodwill and
intangibles recognised as a
percentage of assets

• about 20% of firms impair
goodwill every year 

• the impairment frequency and

magnitude implies the effective
close to complete write-down of
goodwill to a zero value over a
15-year period

• there is no evidence of goodwill
being overvalued for large
companies

• there is evidence consistent with
the over-valuation of goodwill for
some small companies, including
across the globe

• the most significant issue
associated with the measurement
of goodwill is the level of
uncertainty associated with
forecasting future benefits.

These findings emphasise the
importance of the current IASB’s
efforts to revisit accounting for
goodwill and intangibles.
The study shows a significant
percentage of firms recognise some
intangibles assets: 41% in Australia,
81% in NZ and 78% in world.

Across time the percentage of firms
recognising intangibles has increased
marginally.  However, the amount of
intangibles that is recognised,
measured as a percent of total
assets, for the typical (median) firm is
relatively low: 0.037 in Australia;
0.0258 in NZ and 0.0127 in world.

The distribution is highly skewed with
a significant minority of firms
recognising a very large amount of
intangible assets.

A significant percentage of firms also
recognise goodwill: 27% Australia,
52% NZ and 46% world.

The amount of recognised investment
in goodwill for the median firm,
measured as a percent of total
assets, is significant: 0.15 Australia,
0.12 NZ and 0.03 world. The amount
of goodwill recognised by Australia is
substantially greater than most other
countries. 

The distribution is highly skewed with
a significant minority of firms
recognising a very large amount of
goodwill. 

Approximately 20% of firms impair
goodwill each year. This is
remarkably similar across countries
and across size categories.

The magnitude of the write-downs are
severely skewed with a significant
minority writing down an extreme
amount: 25 percent of firms have a
percentage write-down equal to or
greater than the following: 52%
Australia, 43% NZ, and 39% world. 

The skewness suggests that some
firms wait and defer write-downs until
bad news accumulates to a severe
level before taking a write-down.

Read the full report at
www.charteredaccountantsanz.com /
memberservices/technical/reporting/r
eporting-in-focus/how-long-is-the-
piece-of-string

NEWSfrom Down Under
By Chartered Accountants Australia and New Zealand 

Study looks at intangibles and goodwill
on balance sheets worldwide
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United Kingdom

Audit Market Reform Will Hold
Company Directors Accountable
The government is proposing a
major overhaul of the UK’s audit
sector, with plans to break up the
dominance of the Big Four, hold
company directors of big
businesses to account with the
threat of fines or suspensions in the
most serious cases, and create a
new statutory regulator.

In recent years, investor and public
confidence in how businesses are
governed has been undermined by
large-scale company failures, such
as Carillion, Thomas Cook and
BHS, leading to severe job losses
and the British taxpayer picking up
the bill, resulting in ongoing audit
investigations.  

To improve corporate transparency,
the government is launching a four-
month consultation on extensive
reforms to modernise the country’s
audit and corporate governance
regime, targeting the UK’s biggest
businesses and ensuring markets
work effectively.

Robust and rigorous scrutiny of
large firms provided by auditors, as
well as greater transparency and
trustworthy information, is essential
to ensuring that investors,
employees and consumers have an

accurate picture of the health of the
company. The measures are wide
ranging including the creation of a
new more powerful regulator, the
introduction of new reporting
obligations to detect and prevent
fraud, and measures to make
directors more accountable.

Directors could face fines or
suspensions in the most serious
cases failings such as significant
errors with accounts, hiding crucial
information from auditors, or
instances of fraud.
There are also plans to curb
payouts of dividends and bonuses if
the business is facing potential
insolvency, with clawbacks of
bonuses written into law, with

payback up to two years after the
pay award is made.

Directors would also have to
publish annual ‘resilience
statements’ that set out how their
organisation is mitigating short and
long-term risks, encouraging their
directors to focus on the long-term
success of the company and
considering key issues like the
impact of climate change.

There may also be new directors’
duties relating to internal controls
and risk management that builds
upon the UK’s existing framework,
with the government’s initial
suggested option less burdensome
than the US Sarbanes-Oxley

WORLD News
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system and providing companies
and shareholders greater flexibility.
This will be reflected in
amendments to the UK Corporate
Governance Code.

The consultation is also calling for
new reporting requirements for
larger companies on anti-fraud
measures and the level of
independent scrutiny given to their
published reports.

The government proposes to
legislate to require directors of
public interest entities to report on
the steps they have taken to
prevent and detect material fraud.
In addition, auditing standards will
be updated to clarify that fraud
detection is an integral part of the
audit, with the audit regulator
working on revisions to standards.

New regulator

The proposals would see the
creation of a new audit regulator,
the Audit, Reporting and
Governance Authority (ARGA)
which would replace the Financial
Reporting Council (FRC), giving it
greater  oversight and stronger
powers to enforce standards and
break up the dominance of the Big
Four audit firms – PwC, Deloitte,
EY and KPMG – which audit the
overwhelming majority of FTSE 350
listed businesses, currently
handling 97% of these listed audits.

The ARGA will have the power to
impose an operational split
between the audit and non-audit
functions of accountancy firms to
reduce the risks of conflicts of
interest. This is already underway
with the Big Four working on plans
to split their audit businesses from

the main firm activities, which has
seen Deloitte and KPMG selling off
their restructuring divisions. The
current deadline for operational
splits is 2023.

The new regulator’s remit would
also be extended to give the newly
formed ARGA the powers to
oversee the audits of some of the
largest privately held companies.
The government plans to extend
the definition of public interest
entities (PIEs) to bring these
companies into scope, regardless
of whether they are admitted to
trading on a regulated market.
Legislation will be introduced to put
the ARGA on a statutory basis and
it will be part funded by a
mandatory levy on the industry.

Although the government has held
back from proposing joint audits,
the consultation proposes that large
companies would be required to
use a smaller ‘challenger’ firm to
conduct a meaningful proportion of
their annual audit, watering down
the dominance of the Big Four
auditors. Under proposals for a
managed shared audit regime,
where a Big Four auditor would
have responsibility for the bulk of
the company audit, challenger audit
firms would have to audit a
subsidiary company.

However, the government ruled out
any intention to give the FRC the
powers to appoint an auditor,
stating ‘the Government is not
persuaded that it is appropriate to
give ARGA independent powers of
appointment at this time’.

There could also be a market share
cap on how many FTSE 350 audits
Big Four firms could handle if

‘competition in the sector does not
improve’, the consultation states.

Another area of proposed reform is
to create a new professional body
for auditors, outside of the current
professional accountancy institutes.
There a number of suggestions of
how this could operate with the
government setting some very open
questions about this proposal,
including whether there should be a
single body, its training obligations
and disruption to the current
professional bodies.

Investors

The government also wants to
strengthen the role of investors and
improve stewardship by giving
investors stronger and better
opportunities to engage with
companies, particularly on audit
matters. These include a proposal
for companies to be required to set
out their approach to audit through
publication of an audit and
assurance policy on which there
would be an advisory shareholder
vote. Shareholders would also have
a formal opportunity to propose to
the audit committee areas of
emphasis to be considered within
the auditor’s annual audit plan.

Business secretary Kwasi Kwarteng
said: ‘Restoring business
confidence, but also people’s
confidence in business, is crucial to
repairing our economy and building
back better from the pandemic.

‘When big companies go bust, the
effects are felt far and wide with job
losses and the British taxpayer
picking up the tab. It’s clear from
large-scale collapses like Thomas
Cook, Carillion and BHS that
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Britain’s audit regime needs to be
modernised with a package of
sensible, proportionate reforms.

‘By restoring trust in our corporate
governance regime and
encouraging greater transparency,
we will provide investors with clarity
and certainty, cement the UK’s
position as the best place in the
world to do business, and protect
jobs across the country.’
The consultation is open for four
months and will then require
primary legislation, which the
business secretary said will be
brought forward during this
parliament. There is no fixed
timetable for the introduction of new
audit framework and some
measures will be given a transition
period.

Kwarteng said: ‘Looking to the
future, the timetable for these
changes is clearly of key
importance to affected businesses.
The government understands the
serious challenges that businesses
are facing because of the pandemic
and we will not add to those:
reforms will be introduced over an
appropriate timetable.

‘However, I am committed to our
stated aim of reforming the
corporate governance and audit
regime and we intend to bring
forward these reforms later in the
parliament, once we have taken
account of your responses.’

The reform proposals follow three
major reports into the state of the
UK audit market in 2018, Sir John
Kingman’s Independent Review of
the Financial Reporting Council
(FRC), the Competition and Market
Authority (CMA)’s Statutory Audit

Services Market Study and Sir
Donald Brydon’s Independent
Review of the Quality and
Effectiveness of Audit.

The consultation closes for
comment on 8 July 2021.

Source: accountancydaily.co

Hong Kong

HKICPA Calls for Views from
Stakeholders on the Proposed
Framework for One Member One
Vote election of the President
and Vice-Presidents

In pursuance of the resolution
about "one member one vote" to
elect the President and Vice
Presidents passed at the
Extraordinary General Meeting in
2018, the Council of the Hong Kong
Institute of Certified Public
Accountants (the “Institute”) has
released the consultation paper
which sets out proposals for
possible changes to various parts
of the election model that would
enable the one member one vote
initiative. The Institute is now calling
for views from members and
stakeholders in a three-month
consultation period from now until
31 May 2021. 

In response to members’ request
for one member one vote, the
Council set up the Task Force for
EGM Resolution 2 in 2018 and
under its recommendation
established an Independent
Working Group (“IWG”) in 2020,
entrusted with the responsibility of
reviewing the current election
model and developing a possible
framework to implement the
election of President and Vice-

Presidents by all members of the
Institute. After due consideration of
complex issues involved in the
amendments of the Professional
Accountants Ordinance (“PAO”),
the IWG came up with the
respective proposals stipulated in
the consultation paper.

A number of nomination models
has been considered by the IWG
that would enable the election of
President and Vice-Presidents by
all CPAs and narrowed these down
to three possible options. “The
three options in the proposed
election framework are not the only
possible solutions and there will
always be different views. The
consultation paper is intended to be
a starting point and a catalyst for
the necessary discussions that
members are strongly urged to
participate in, given the importance
of the matter,” said Mr. Raymond
Cheng, President of the Hong Kong
Institute of Certified Public
Accountants.

The Council endorsed the
consultation paper developed by
the IWG. “The proposals are not
cast in stone and the Council fully
anticipates that members may
come to a different view, after
reading the consultation paper. As
always, the Institute listens to
different views of members and the
consultation demonstrates our
strong commitment in addressing
members’ needs,” said Mr. Cheng.

The Council noted the sentiments
reflected and recognized the call for
one member one vote, albeit the
resolution may be subject to
challenges on legal grounds. The
Council also noted the varying
perspectives around the options in
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the consultation paper and these
differences in views are shown in
the covering letter to the
consultation paper for the purposes
of facilitating stakeholders in
making their informed decisions.   

“The Institute is a statutory body
under the PAO. To change the
election model would require
comprehensive legislative
amendments, a full consultation of
all stakeholders and support from
both the Government and the
Legislative Council would be
pivotal,” Mr. Cheng explained. 
Source: hkicpa.org.hk

United States

FASB approves private company
and NFP goodwill triggering
event alternative

FASB responded to an urgent
pandemic-related accounting
concern by voting to provide private
companies and not-for-profits with
an alternative to the requirement to
monitor and evaluate goodwill
impairment triggering events
throughout the fiscal year and
potentially measure a goodwill
impairment at the date of triggering
events.

FASB voted to provide an
accounting alternative allowing
private companies and not-for-
profits to perform the goodwill
impairment triggering event
assessment at the reporting date
any time they report financial
information, including interim
reports.

That’s an expansion of the scope
described in Proposed Accounting
Standards Update, Intangibles —
Goodwill and Other (Topic 350):
Accounting Alternative for
Evaluating Triggering Events (that
was issued in December 2020),
which was limited to private
companies and not-for-profits that
report goodwill only on an annual
basis. Many commenters, including
the AICPA Private Companies
Practice Section Technical Issues
Committee (TIC), had urged
expanding the scope of the
alternative so that it could be used
by more private companies and
not-for-profits.

TIC said that under the previously
proposed scope, “very few private
companies and NFPs would be
eligible to apply this alternative as
drafted.”

In addition to expanding the scope,
FASB affirmed the following
decisions:

• The disclosures required by
FASB ASC Topic 235, Notes to
Financial Statements, and
Subtopic 350-20, Intangibles —
Goodwill and Other — Goodwill,
are sufficient and that
incremental disclosures should
not be required.

• Allow a one-time transition
permitting an entity to adopt the
proposed amendments without
applying the guidance on
preferability in Topic 250,
Accounting Changes and Error
Corrections.

• Make the amendments
available on an ongoing basis
and not provide a sunset date
for the amendments.

“Knowing that there has been an
impairment is a lot more meaningful
than knowing the exact date when it
occurred,” FASB member Marsha
Hunt said during the board meeting.
“… I think that, overall, we’re
coming up with a position that
allows private companies to
perform the calculations that are
meaningful and to publish balance
sheets on their reporting dates that
will be useful.”

FASB instructed its staff to prepare
a final standard that will be put to a
written vote at an upcoming board
meeting.

The board has a separate goodwill
project that will seek much broader
improvements to subsequent
accounting for goodwill and
intangible assets for all entities
(including public companies). At its
Dec. 16, 2020, meeting the board
tentatively decided that:

• An entity should amortize
goodwill on a straight-line basis
over a 10-year default period,
unless an entity elects and
justifies another amortization
period based on the facts and
circumstances of the
acquisition.

• An entity that elects another
amortization period would be
subject to a cap.

• An entity would not be required
to reassess the amortization
period.

Source: journalofaccountancy.com
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Sustainability has been a
universal buzzword across
most industries for years.

However, with increased evidence
of climate change and the severe
impact it is having on global
communities, implementing eco-
friendly practices that mitigate harm
to and preserve the environment
has become an essential standard
rather than a standout feature,
especially for real estate
developers. 

Looking Beyond Sustainability to
Regenerative Development



Several developers are now using
their positions in the industry  to
encourage fellow developers to look
beyond sustainability toward
regenerative development, a
forward-thinking approach that
seeks to make a positive impact for
the local communities. 

Global topics that affect
regenerative development efforts,
include the latest housing and
building trends that will play a role
in developers’ futures.  The future
will see developers having to
reaffirm their commitment to
sustainability through zero-waste
programs, and the possible
precrafted construction processes,
a multi-step process that leads to

faster building and lower costs than
traditional construction.

The aim is to take a more strategic,
thoughtful, and long-term approach.
This means going beyond just
sustainability products and into
processes, communities, education,
social responsibility and the whole
eco-system partnering with nature.

Global Trends

According to Kosmos Journal, a
peer-reviewed publication covering
global transformation, regenerative
development focuses on using
resources to improve society’s
wellbeing in a way that builds the
capacity of the support systems for

future growth.  Pamela Mang and
Ben Haggard, co-founders of
Regenesis,  a world leader in the
field of regenerative development,
wrote in their book Regenerative
Development and Design: A
Framework for Evolving
Sustainability, “Regenerative
practitioners do not think about
what they are designing as an end
product. They think about it as the
beginning of a process.”

There are five global housing and
building trends that will impact the
real estate industry’s move toward
regenerative development:

Urbanisation has been on the rise,
and it is estimated that a new city of
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1.5 million people will have to be
built every week, or 96,000 houses
per day to meet the world’s growing
demand in the next few decades.
• Sustainability has become a

necessity with this growth, and
residents are demanding that
governments and communities
provide better use of resources
and energy to meet this need.
People are demanding warmer,
safer, quieter buildings that have
a longer life span and can be
constructed with less material
waste.

• Housing availability and
affordability is also a concern
with global population growth as
demand coupled with limited
supply of quality housing is
forcing prices up.

• Environmental events such as
earthquakes, floods, and
cyclones are forcing many
governments and communities
to rethink their policies on
building methods.  The need for
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more modern regulations has
construction businesses,
engineers, and developers
looking for alternative methods
of construction and materials.

• Lastly, it is important to monitor
the political and economic
influences on the real estate
industry.  The fast expanding
“middle class” in most
economies creates a surge in
demand for quality housing,
schools, health centres as well
as community infrastructures.

Precrafted Process

To contend with these global trends,
precrafted designer villas have
become the popular choice. These
designer villas provide an
opportunity for sustainable and
cost-effective real estate anywhere
in Indonesia.  Expert craftsmen
build the villas with the highest
efficiency through precrafted
construction, which is the practice
of assembling a variety of
components at a manufacturing site
and transporting them to a
requested location. 

This method offers a variety of
benefits, including speed, a

reduced need of highly skilled
labour, a faster return on
investment with a greater chance to
satisfy immediate market demand,
versatility of design, and a reduced
environmental impact with minimal
waste by using an accurate design
and manufacturer.    

Zero Waste Program

The initiative is built on the
principles of waste management –
reduce, reuse, recycle.  A waste
management centre is created
within the premise to recycle and
upcycle all waste collected at its
development to make composted,
raw materials such as glass cullet
and plastic flakes, and products
such as reusable bags, drinking
glasses and terrazzo vases.

Additionally, there is the
commitment to the elimination of
single-use plastics and plastic water
bottles, reducing waste entering
landfill and the oceans.

Looking Ahead

Then there is the importance of
amplifying local artists’ voices when
it comes to contributing to a
community.  New platforms will be
created to boost the reach of
creators who make eco-friendly
products. Ecological parks are also
being planned with the goal of
promoting regeneration and
restoration of the environment and
social resilience, in harmony with
commercial development. 
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Description of your role – what
are the important roles you play
professionally?

Apart from being an audit partner, I
play a few other roles. As the Risk
Compliance partner, I have to
ensure that all 14 offices of Crowe
Malaysia comply with our Quality
Control guidelines as well as the
AMLA and MACC requirements.
Fortunately, I am supported by a
good team of compliance officers
from every office. 

I also enjoy my role as the partner
looking into student affairs as it
allows me to meet with many
university students. It makes me
feel young all over again. I often
come away from these sessions

with the feeling
that there is so
much hope for our
country because
these students are
smart and
passionate. Young
people who are
willing to put in the
effort to make
something happen
are among the
most potent forces
in the world.
Someone once
said that the ones
who are crazy
enough to think
that they can

change the world are usually those
who do. 

A fine example of how young
people can change the world is the
three co-founders of PichaEats, a
social enterprise that provides
catering and meal delivery. Even as
undergraduates, they saw a need
among the refugee community and
partnered with refugee chefs to
provide meal box deliveries to their
fellow students. Five years on, they
continue to empower the refugees
by helping them build a sustainable
livelihood and giving dignity back to
them.

My favourite role is overseeing
Crowe Malaysia’s CSR programs.
We focus on providing aid for

education as we believe this to be
the most effective way to break the
cycle of poverty. We started years
ago with Project Change, where
together with our clients, we
provided financial aid to many
students for their university
education. 

I was personally involved in
interviewing all the scholars and
was amazed by their tenacity
despite the challenges they all
faced, including not knowing where
their next meal was coming from.
These students kept up their
grades while working hard at part-
time jobs to save whatever little
they could to try to ease the burden
of their families. They never used
their poverty as an excuse not to try
- they never gave up. Many of them
cried tears of relief when they were
offered the scholarship. 

We realise that our efforts will not
change the whole world, but
together, we know that we can
change the world for just that one
scholar. 

Many scholars who have graduated
still keep in touch with me regularly.
They are like my own children, and
I am very proud of them, how with a
bit of help from us, 
they have overcome their difficulties
to emerge as contributing members
of society.

Mok Wai Ling
Audit Partner, Crowe Malaysia
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Your MICPA journey 

I was encouraged to do my
articleship with Turquands Young
(the former Ernst & Young) after my
Sixth Form instead of going off to
the UK for university. It was a good
choice as I met my future husband
there! I have lovely memories of the
camaraderie with my colleagues as
well as the learning opportunities
given. We still keep in touch and
have an active WhatsApp group
going. 

Undergoing the articleship for the
MICPA qualification was not easy,
having to juggle work, night
classes, and study simultaneously.
But the qualification is a prestigious
and highly respected one in the
industry, especially now with its
MRA with CA ANZ. The training
builds your technical and personal
skills.

Qualifying as a member of MICPA
was well worth the blood, sweat
and tears. The qualification
continues to put me in good stead
today in my professional and
personal life.

I qualified in 1983 when I was
pregnant with my first child, so
becoming a fully-qualified CPA was
a lovely gift to myself…..and my
baby daughter!

What is your definition of
success?
Being successful is having the
ability to positively impact others by

helping them achieve their
ambitions or overcome their difficult
moments, and being able to sleep
well at night, knowing that you have
been a blessing to others.   It is not
about being the wealthiest or
smartest person. 

What do you enjoy doing outside
of work?
My husband and I invested in a
durian orchard three years ago. It
has other fruit trees like banana,
papaya and rambutan. We also
grow chili padi and water kangkung.
Even though we are not involved in
the planting work, it is very
rewarding to harvest the fruits and
vegetables and share them with
family and friends. Before the
pandemic, my husband and I would
make the short one and a half-hour
drive to the orchard every weekend.
During the durian season, we
usually invite groups of close
friends to enjoy the fresh fruits
together. It is fun to watch everyone
enjoying the delicious durians and
papayas. And on the way back, we
will stop by at Bukit Tinggi for their
claypot king prawn meehoon. I
guess you could say that eating is
one of my hobbies!
Travelling is another hobby, but it’s
all been put on hold since last
March. Experiencing different
cultures and food opens your eyes
to the world.  I am SO looking
forward to my turn to be vaccinated
so we can start planning our trips
again.

What advice would you give
someone going into a leadership
position for the first time?
Always be humble, never forget
where you came from, and always
be thankful for the opportunities
where you are going. Remember
those who gave you a helping hand
to get to that leadership role and
extend a helping hand to build
others up as leaders.

What is one characteristic that
you believe every leader should
possess?
Compassion – let compassion be
your guiding light and an important
part of every decision you make as
a leader; otherwise, you will be like
a machine churning out decisions
without considering their impact on
your most important asset, which is
your people.

What is the one behaviour or trait
that you have seen derail more
leaders’ careers?
Pride and forgetting that many have
helped us along the way. When we
start to think that we did it all by
ourselves and in our way, that is
usually the start of our downfall.

Share your motto in life
Always be kind to and respectful of
others, no matter if they are the
Prime Minister or an Alam Flora
personnel collecting your rubbish.
We are all human beings and equal
in God’s eyes, therefore deserving
of respect and acknowledgement.
Treat others the way you would like
to be treated yourself.
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Your MICPA journey 

Before I joined the accounting firm
in the early 1980s, the practice was
to recruit A-level students. I was
one of the first to be recruited
directly from a degree programme.
It was an experiment that was
fruitful, as I recall. All three of us
recruited cleared our 5 MICPA
modules in one sitting. It was a
moment to rejoice. I was at the
client’s place when we got the
results. The firm rewarded us well
for our efforts.

After passing the examinations, I
focused on my work, taking on
many challenging clients and

experiencing clients with different
business operations. The days in
audit were long but somehow
satisfying because we were
learning new things. After three
years, I became a member of
MICPA. After seven years in the
accounting firm, I joined University
of Malaya in 1987. After joining
University of Malaya, I continued
my involvement in MICPA and other
professional bodies.

Description of your current role –
what are the important roles you
play professionally?

In my current role as Director of the
Centre for Accountability and

Director, Centre for Accountability &
Governance Research & Professor in
Department of Accounting, Sunway University
Business School, Sunway University Malaysia 

Prof Dr Susela Devi K Suppiah
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Governance Research, I play a
leadership role in designing
engagement sessions to extend the
outreach of academics in the
university.  We focus on capacity
building through short courses and
dialogues with industry experts.
The centre also aims to provide
experiential learning opportunities
for the students through creating
activities and platforms for more
engagement opportunities within
Malaysia and beyond.

Currently, I am the President of the
Malaysian Accounting Association. I
hope to enrich the experience of
the members of MyAA through
various forums and collaborations.
My current focus is to enhance the
ecosystem for capacity building of
professional accountants and
improve accounting education in
institutions of higher learning with a
view to nation-building. I believe
that the accounting profession
contributes significantly to the
nation’s economic development
and sustainability agenda.

What inspired you to take up
teaching?

When I was in the accounting firm, I
was involved in training and also
research. I particularly liked the
developments in accounting
standards and the unintended
consequences of accounting
standards. In the firm, I was also in-

charge of technical activities, which
nurtured my interest in research.
During the recession, I saw many
instances of unethical behaviour
and decided that I would join
academia to nurture students (who
are potential members of the
profession) to be ethical and put
integrity as their core.

As a lecturer, how has the MICPA
qualification & membership
helped you in the teaching
profession?

The university appreciated that I
was a professionally-qualified
accountant with MICPA with seven
years of industry experience. My
entry pay was equated to a PhD
holder commensurate with the work
experience. After joining the
university, I continued on a retainer
basis with the former employer
doing technical updates. MICPA
provided me with the technical
expertise and access to up-to-date
technical pronouncements that
made my teaching more efficient
and effective.

Key attributes you have
developed / relied on to keep you
going strong in the academic
profession

I mainly relied on sharpening my
technical knowledge, especially in
accounting standards. I was very
passionate about accounting

standards. My research focus
shifted to accounting standards,
and I secured a scholarship from
UM to pursue my PhD in New
Zealand on the topic of Accounting
Standard Setting. In 1996, I
completed my PhD. I was very
interested in accounting standards
and the political economy of the
due process. Later in 1998, I
served as Technical Advisor to the
Malaysian delegation to the
International Accounting Standards
Committee.

The experience deepened my
belief that the standard-setting
arena requires participation and
input from academia. I wanted to
focus on capacity building in
accounting standards. I was
appointed on the council of MIA in
2000 and later stood for election in
MIA AGM.

My research interest, as well as my
belief that academia can contribute
significantly to the development of
the profession. Being a member of
a professional body gives an
academic like me a useful platform
to engage and disseminate my
research findings and engage in
policy initiatives. I believe MICPA
has a significant role to play in
nation-building and driving the
national agenda in shared
prosperity in line with the Shared
Prosperity Vision 2030.

     




