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Perspective
irtual meetings are pretty
standard these days. One
would even say that they
have become a necessity,
especially now when everyone is
afraid of having face-to-face
interaction for fear of being exposed
to the dreaded virus.

In Malaysia, holding virtual annual
general meetings (AGMs) or
extraordinary general meetings
(EGMs) has become the new
normal, especially among the public
listed companies. Interestingly,
some 888 listed companies
conducted 1,017 general meetings
in 2020, out of which 824 were
AGMs, 192 were EGMs, and one
was a meeting of unitholders. Of the
total, 541 of these meetings were
entirely virtual, while three were
hybrids, a mix of physical and
virtual presence.

Like anything that requires the
usage of technical equipment, there
would definitely be teething
problems. While there would have
been plenty of hitches along the
way, there was one particular
technical glitch that hit the
headlines, and the AGM was
postponed. The unfortunate incident
came to the attention of the
Securities Commission, who
insisted that the required
infrastructure and tools to support a
smooth broadcast of the general
meeting and interactive participation
by shareholders must be put into
place. Read more of this inside.
Benchmark interest rates are a core
component of global financial
markets. Retail and commercial
loans, corporate debts, derivatives
and securitisation transactions rely
on these benchmark interest rates
for pricing contracts and hedging
interest rates.

The London Interbank Offered Rate
(LIBOR) is one of the most common
benchmark interest rates, so
following the financial crisis, calls
grew to reform the process used to
generate LIBOR and other
benchmark interest rates. As a
result, the replacement of
benchmark interest rates such as
LIBOR and other interbank offered
rates (IBORs) has become a priority
for global regulators.
Many jurisdictions, including
Malaysia, are in the process of
transitioning to alternative
benchmark rates. The reforms aim
to shift away from individual quotes
to observed transaction rates and
increase the population on which
those rates are based. Since the
changes are market-driven, some
uncertainties remain around their
timing and precise nature. Read
more on this topic inside.

This issue also highlights some of
the recent updates one should take
note of regarding taxation issues in
Malaysia. The article inside covers
a selection of Transfer Pricing,
Corporate Income Tax and Service
Tax topics.

What is goodwill, and how much is
it worth? Essentially, it’s what a
buyer pays extra for something
intangible such as brand recognition
and intellectual property. However,
there is a lot of uncertainty about
forecasting goodwill’s future benefit
for a company as it involves more
judgement calls than accountants
are comfortable with. So, is goodwill
an asset that’s worth its value?
Read the answer inside.
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V

in PLCs’ Virtual General Meetings
By Roy Chen

irtual general meetings – be
they annual general
meetings (aGMs) or
extraordinary general meetings
(eGMs) – are the new normal that
is gaining prominence among
Malaysian public listed companies
(PlCs) following movement
restriction to contain the spread of
the CoViD-19 pandemic.
Following the issuance of the
Guidance and FaQs on the
Conduct of General Meetings for
listed issuers by the securities
Commission (sC) on april 18 last

year, a total of 888 listed issuers
conducted 1,017 general meetings
throughout 2020, out of which 824
were aGMs, eGMs (192) and one
was a meeting of unitholders.

of the total, 541 of these meetings
were entirely virtual, while three
were hybrids (a mix of physical and
virtual presence).

Despite encountering teething
issues given that many – if not all –
the PlCs which organised virtual
general meetings were first-timers
themselves, technical glitches were

unheard of until news broke out that
Malayan Banking Berhad’s
(Maybank) 61st aGM on april 15
had to be postponed because of
the aforementioned issue.
in an apology to Maybank’s
shareholders, Tricor investor &
issuing house services sdn Bhd –
the service provider of the Tiih
online system – admitted that it
should have undertaken a
comprehensive, robust and
thorough testing on compatibility
and volume durability arising from
its recent migration to a cloud

www.micpa.com.my
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in its recently revised Malaysian
Code on Corporate Governance
(MCCG 2021), the securities
Commission (sC) calls on
company boards to take proactive
measures to ensure that
shareholders can participate in
general meetings effectively.
in facilitating greater shareholder
participation, the company needs
to consider leveraging technology
to facilitate electronic voting and
remote shareholder participation.
Companies that utilise electronic
voting stand to gain from:
•

•

•

•

•

More accurate and transparent
voting results;
shorter turnaround time for
declaration of results;
Making voting more accessible
even for the disabled;
Reduce administrative cost and
paperwork; and
Remove the need for physical
ballot papers.

server to ensure quality control and
assurance of its services.

“our team had identified the root
cause of the downtime on that day
(april 15),” noted Tricor Malaysia’s
senior executive Director, saw Wai
Chuan in a note dated april 16 to all
Maybank’s shareholders.
he assured the 2,036 remote
participation and voting (RPV)
participants who had successfully
logged in to Tiih online and cast
their votes on april 15 that the
records would be shared with
Maybank.

Technical glitch
The securities Commission (sC)
has undoubtedly taken the incident
in its stride when it stressed in its
May - June 2021
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latest revised or enhanced
Malaysian Code on Corporate
Governance (MCCG 2021) that the
board of PlCs must put in place the
required infrastructure and tools to
support a smooth broadcast of the
general meeting and interactive
participation by shareholders.

“The board and the chairman should
ensure that the conduct of virtual
general meetings supports
meaningful engagement between
the board, senior management and
shareholders,” the market regulator
asserted in a new guidance note
dated 28 april 2021.

“The required preparation and
measures should be taken to ensure
a seamless experience for
shareholders, with those
participating remotely (online)
feeling as much as possible like they
are in a physical meeting – a oneway monologue by the board should
be avoided.”

This is important to provide an
opportunity for shareholders to have
real-time interaction with the board
and senior management, including
responses to any questions or
remarks posed, according to the sC.
in all fairness, the unpleasant hiccup
which led to the deferment of the
Maybank aGM (to 6 May 2021)
should be treated as a one-off
occurrence, and in no way should it
deter the conduct of virtual aGM or
eGMs by PlCs.
What is deemed important is that
there is a lesson to be learnt by the
service provider fraternity – each
and every one of them should take
heed of the unprecedented incident
even though they had never

encountered any major glitches that
had led to event cancellation
previously.

“The issue with the postponement of
Maybank’s aGM is more about the
technical glitches faced by the
platform (remote participation and
voting facility) provider that caused
the aGM to be postponed,”
observed the Minority shareholders
Watch Group (MsWG) Ceo,
Devanesan evanson.
Opinion of Minority Shareholders
Watch Group CEO Devanesan
Evanson regarding the staging
of virtual general meetings:
“During the MCo period, the public
listed companies (PlCs) had no
choice but to conduct virtual aGMs.
under the current conditional
movement control order (CMCo),
however, PlCs have a choice as to
whether to conduct a virtual aGM
or a physical aGM (along with the
standard operating procedures
[soPs] and other requirements).
The type of aGM will be decided by
the board of directors. one key
consideration will be the expected
number of shareholders who will
attend the aGM and, of course,
cost.
The greater the expected number
of shareholders, the more likely for
it to be a virtual aGM.

Virtual aGMs are generally not
conducive to shareholder activism,
but they reduce the risk of CoViD19 spreading among the
shareholders.
as there is no one correct answer
as to the choice of an aGM, it
would be better to give the benefit
of the doubt to the board.”
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“We are unsure as to the nature of
the glitches, but a question that
springs to mind is whether these
platform providers have a business
continuity plan (BCP) to deal with
disruptions in a timely manner.”

on another note, he expressed
concern that there is currently no
quality control on the various
platform providers who are offering
their services to PlCs.

“This has resulted in some instances
of poor customer (shareholder)
experiences,” Devanesan pointed
out. “Perhaps, it is timely for some
kind of registration or licensing for
the platform providers to ensure that
they at least meet a minimum
standard.”

Shareholder
engagement
also, on the technology front, the
MCCG 2021 said listed companies
should leverage technology to
facilitate:
• Voting including voting in
absentia; and
• Remote shareholders’
participation at general
meetings.

“listed companies should also take
the necessary steps to ensure good
cyber hygiene practices are in place,
including data privacy and security
to prevent cyber threats,” reminded
the market regulator.
This aside, the sC stresses that the
chairman of the board should
ensure that general meetings
support meaningful engagement
between the board, senior
management and shareholders.

in other words, whether the general
meeting is being conducted
physically or virtually, the market
regulator expects engagement to be
interactive and include robust
discussion on, among others, the
company’s financial and nonfinancial performance as well as the
company’s long-term strategies.

“shareholders should also be
provided with sufficient opportunity
to pose questions during the general
meeting, and all the questions
should receive a meaningful
response,” noted the sC.
Delving further into the subject of
engagement, the market regulator
said the chairman is obliged to
ensure that shareholders have the
opportunity to participate in these
meetings effectively, including
having access to information they
require to participate in discussions
and cast informed votes.

Moreover, sufficient opportunity
should be provided for shareholders
to pose questions during the general
meeting, and the responses to these
questions should be provided during
the meeting to enable all meeting
participants to stay informed.
“The board should also establish a
channel where shareholders can
continue to share feedback and
questions outside of the general
meeting and receive the appropriate
response,” the market regulator
pointed out.
“if time does not permit for further
discussions during the general
meeting, the board should leverage
such channel to communicate with
the shareholders.”

All have a role to play
on the bigger scheme of things, the
sC emphasises that general
meetings are essential platforms for
directors and senior management to
engage shareholders to facilitate a
greater understanding of the
company’s business, governance
and performance.

“General meetings enable and
support shareholders in exercising
their ownership rights and expressing
their views to the board and senior
management on any areas of
concerns,” noted the market regulator.

shareholders should therefore
exercise their rights to ask questions,
provide views and vote at general
meetings. The company should also
leverage technology to facilitate
greater shareholder’s participation
and enhance the proceedings of
general meetings.

elsewhere, the sC also reminded
PlCs that the notice for an annual
General Meeting should be made
available to the shareholders at least
28 days prior to the meeting.

all directors are required to attend
general meetings with the chair of
the audit, nominating, risk
management and other committees
being obliged to provide a
meaningful response to questions
addressed to them.

lastly, listed companies should
circulate to shareholders the
complete minutes of the general
meeting detailing the meeting
proceedings, including issues or
concerns raised by shareholders and
responses by the company no later
than 30 business days after the
completion of the general meeting.

www.micpa.com.my
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IBOR Phase 2:
Top Accounting Issues for Corporate Treasurers
By Michelle Loh / Director / Capital Markets and Accounting Advisory Services, PwC Malaysia)

Background of IBOR
reform
Benchmark interest rates are a core
component of global financial
markets. Retail and commercial
loans, corporate debts, derivatives
and securitisation transactions all
rely on these benchmark interest
rates for pricing contracts and for
hedging interest rates.
The london interbank offered Rate
(‘liBoR’) is one of the most
common series of benchmark
interest rates, referenced by
contracts measured in trillions of
dollars across global currencies.
Following the financial crisis, calls

May - June 2021

grew to reform the process used to
generate liBoR (including usD
liBoR, JPy liBoR, ChF liBoR
and GBP liBoR) and other
benchmark interest rates.

as a result, the replacement of
benchmark interest rates such as
liBoR and other interbank offered
rates (‘iBoRs’) has become a
priority for global regulators. The
Financial stability Board’s July
2014 report ‘Reforming Major
interest Rate Benchmarks’ sets out
recommendations for the reform of
certain benchmarks. as a result,
many jurisdictions including
Malaysia are in the process of
transitioning to alternative

benchmark rates. The reforms aim
to achieve a shift away from
individual quotes to observed
transaction rates, and to increase
the population on which those rates
are based. since the changes are
market driven, some uncertainties
remain around their timing and
precise nature.

Entities affected by
IBOR reform
Financial institutions are likely to be
most heavily affected by iBoR
replacement, given the significant
extent of their direct exposure to
iBoR-linked financial instruments.
however, iBoR reform might also
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be a significant issue for corporates
with iBoR-based debt funding, or
with fixed-rate funding that is
hedged using iBoR-based
derivatives, and for lessees with
lease payments that are indexed to
an iBoR rate. This article focuses
on the financial reporting
implications for the corporate
entities (that is, non-financial
institutions) and, in particular, their
treasury functions.

MFRS amendments to
address accounting
issues on IBOR reform
in 2018, the international
accounting standards Board
(‘iasB’) noted the increasing levels
of uncertainty about the long-term
viability of some iBoRs. in its
outreach with stakeholders, the
iasB identified two groups of
accounting issues that could affect
financial reporting. These are:
● Pre-replacement issues (Phase
1) - hedge accounting is
identified as the main issues
affecting financial reporting in
the period before the reform;
and
● Replacement issues (Phase 2) issues that might affect financial
reporting when an existing
iBoR is either reformed or
replaced.

in the iasB’s view, the prereplacement issues on hedge
accounting are more urgent
because discontinuation of hedge
accounting solely due to
uncertainties before the reform’s
economic effects on hedged items
and hedging instruments are known
would not provide useful
information to users of financial
statements.

Consistent with the iasB, the
Malaysian accounting standards
Board (‘MasB’) amended MFRs 9
‘Financial instruments’, MFRs
1391(*) and MFRs 7 ‘Financial
instruments: Disclosures’ to
address the pre-replacement issue
(Phase 1) in october 2019. These
amendments are already effective
for the financial period beginning on
or after 1 January 2020. The Phase
1 amendments provide entities
temporary reliefs from applying
specific hedge accounting
requirements to relationships
affected by iBoR reform, which
includes the ‘highly probable’
criteria. The reliefs have the effect
that iBoR reform should not
generally cause hedge accounting
to terminate.

The Phase 2 amendments to
MFRs 9, MFRs 1391(*), MFRs 7,
MFRs 4 ‘insurance Contracts’ and
MFRs 16 ‘leases’ issued by the
MasB on 30 september 2020
(effective for annual periods
beginning on or after 1 January
2021) address the financial
reporting issues that arise from the
implementation of the reforms.

The transition to alternative
benchmark rates is likely to have
implications for the accounting of
financial instruments beyond hedge
accounting. it is likely to affect
financial instruments that are not
designated in hedging relationships
as well as the accounting for areas
other than financial instruments
(e.g., leases). The Phase 2
amendments provide reliefs to
specific requirements in MFRs 9,
MFRs 139, MFRs 7, MFRs 4 and
MFRs 16. These amendments aim
to address issues affecting financial
statements when changes are

made to the contractual cash flows
and hedging relationships as a
result of the reform. With these
reliefs, modification gains or losses
and discontinuation of hedge
accounting due to iBoR uncertainty
should generally be avoided.
however, all hedge ineffectiveness
must still be recognised in the profit
or loss.
This article focuses on the following
financial reporting implications for
corporate entities:
1. Changes in the basis for
determining contractual cash
flows of financial assets and
financial liabilities measured at
amortised cost;
2. hedge accounting;
3. leases; and
4. Disclosures.
While this article focuses on the
areas listed above, there might be
other related accounting issues.

1. Changes in the basis for
determining contractual cash
flows of financial assets and
financial liabilities measured
at amortised cost
Benchmark rate reform means that
many contracts that currently have
cash flows based on a benchmark
rate will need to be amended; in the
future, the financial instruments
(including lease contracts for a
lessee) will be measured based on
the new benchmark rate.
examples of affected instruments
that should be considered in a
corporate treasury environment
include:
● Cash equivalents;
● long-term trade receivables
and other receivables;
● Borrowings, lease liabilities and
certain other payables; and
● inter-company loan
www.micpa.com.my
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arrangements (receivables and
payables).
Observations
long-term payables and
receivables will, by their nature, be
more affected by iBoR reform and,
although the interest rate receivable
or payable on cash equivalents
such as deposits or money market
funds will change, this is unlikely to
have a material accounting impact
due to their short-term nature.
inter-company arrangements are
also unlikely to be the focus of
attention for some groups.
however, where external variablerate debt has been passed to
another group company on a backto-back basis, both companies will
need to ensure that the intra-group
loan is also updated and/or that the
external finance costs are still
covered.
1.1 Accounting treatment in
MFRS 9 on changes in cash
flows
a change in the market rate of a
floating-rate instrument is treated in
line with MFRs 9 paragraph B5.4.5
for which the cash flows are
periodically updated, together with
the effective interest rate curve
used for discounting, which
normally has no significant effect on
the carrying amount of the asset or
the liability.

however, for changes not arising
under the original contractual
terms, management needs to
assess whether this leads to:
● a modification gain or loss2; or
● derecognition of the instrument
where the change is
substantial3.

May - June 2021
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This assessment and calculation of
relevant gain or loss can be
complex, and it might not be
intuitive to the readers of the
financial statements, and so the
practical expedient (explained in
1.2 below) is much welcomed.
1.2 IBOR Phase 2 practical
expedient
Following iBoR reform, contracts
that have a rate based on an iBoR
(for example, GBP liBoR) will be
directly impacted when the rate
changes to the alternative
reference rate (for example,
sterling overnight index average or
sonia). such changes can be due
to:
● an amendment to the
contractual terms specified at
initial recognition (for example,
if the contract is amended to
replace the benchmark rate with
an alternative one);

● a change that was not
considered or contemplated in
the contractual terms at initial
recognition (for example, if the
method of calculating the
benchmark rate is changed,
even though the contractual
terms are not); or
● the activation of an existing
contractual term (for example,
triggering of an existing fallback
clause in a contract).

Without the practical expedient in
MFRs 9 on the iBoR reform, the
above changes might have resulted
in a gain or loss, because it would
have led to either a modification or
derecognition of the instruments.
With the practical expedient, the
carrying amount of the instrument
remains unchanged, as discussed
in more detail below.
The following flowchart illustrates
the typical steps that an entity will
follow when applying the practical
expedient:

FeaTuRe•8
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Guidance Note
GN 1 - The practical expedient only
applies to qualifying
changes to the basis for
determining contractual
cash flows for financial
assets and liabilities
(including lease liabilities)
that are required by IBOR
reform. That is, the changes
are necessary as a direct
consequence of IBOR
reform and are economically
equivalent.
GN2 - Changes that qualify for the
practical expedient will be
treated in line with MFRS 9
paragraph B5.4.5 for which
the cash flows are updated,
together with the effective
interest rate curve used for
discounting. The effect is
that the carrying amount of
the financial assets and
liabilities remains
unchanged by the process
of re-estimating future cash
flows and the effective
interest rate is updated.

GN 3 - If there are changes in
addition to those required by
IBOR reform, an entity will
first apply the practical
expedient and then apply
the other relevant
requirements in MFRS 9 to
the additional changes to
which the practical
expedient does not apply.
This is known as the twostep approach.
GN 4 -

Any other changes to the
terms that do not qualify for
the practical expedient will
need to be assessed
separately, and they could
result in modification or
derecognition of the financial
assets and liabilities.

GN 5 - If derecognition applies, the
original asset and liability

will be removed from the
balance sheet and replaced
with a new asset or liability
measured at fair value. The
difference between the
carrying amount of the
existing instrument and the
fair value of the new
instrument is recognised in
profit or loss.

GN 6 - Under modification
accounting, the entity needs
to recalculate the carrying
amount of the asset and
liability using the original
effective interest rate and
recognise a gain or loss
immediately in the income
statement. The entity will
continue to recognise
interest income or expense
using the original effective
interest rate.
What does ‘direct consequences
of IBOR reform’ mean?
MFRs does not give specific
examples of changes that are a
direct consequence of iBoR
reform. Therefore, some judgement
might be required. The necessary
changes might also vary depending
on the type of contract. Treasurers
should be aware of the accounting
implications of agreeing other
commercially appropriate changes
to the rate or to the instrument’s
terms, such as a term extension or
inclusion of a floor. These are
unlikely to be ‘required as a direct
consequence’, and so they could
restrict the benefit obtained from
the practical expedient.
How to assess the ‘economically
equivalent’ criterion in the
practical expedient?

economically equivalent criterion
and there is no bright line provided
in MFRs 9. The markets will
continue to develop for the new
rates, and views of what is
appropriate might also evolve.

The replacement benchmark rate
does not need to have the same
term as the original iBoR rate if
there is insufficient liquidity in that
term in the replacement benchmark
rate. For example, for a 3-month
iBoR contract, the replacement
would not need to be a 3-month
alternative benchmark rate to be a
‘direct consequence’ if that term is
not available or not sufficiently
liquid at the point of changing the
contract.
Conversely, moving to a 5-year
alternative benchmark rate from a
3-month iBoR rate would not be
expected to be a reasonable
alternative if a liquid overnight
alternative benchmark rate were
also available (that is, the change
to a 5-year alternative benchmark
would not be viewed as a direct
consequence of benchmark
reform).

The reliefs from considering
changes in the basis for
determining contractual cash flows
are not relevant to the
measurement of derivative
instruments, since they are already
carried at fair value through profit or
loss. however, the manner in which
those instruments are amended for
iBoR reform could affect the ability
to use the hedge accounting reliefs
(see section 2 below).

There are various accepted
methods for assessing the
www.micpa.com.my
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2. Hedge accounting
The change in benchmark interest
rate will mean that hedge
accounting relationships are
affected where the hedged item,
hedging instrument or designated
hedged risk has a reference to an
affected benchmark rate. The
following sections discuss the
implications in more detail.
2.1 Temporary exception for
changes made to the hedge
designation and hedge
documentation
Phase 2 amendments require an
entity to make changes to the formal
designation and documentation of
the hedge relationship, to reflect the
changes that are required by iBoR
reform. similarly, to apply the hedge
accounting reliefs, the change must
be necessary as a direct
consequence of interest rate
benchmark reform, and the new
basis should be economically
equivalent to the previous basis.

The hedge designation and
documentation will, in this context, be
amended only to make one or more
of the following changes:
● designating an alternative
benchmark rate as a hedged risk;
● amending the description of the
hedged item (including the
description of the designated
portion of the cash flows or fair
value being hedged); or
● amending the description of the
hedging instrument.

The amendments state that the
hedge designation relating to the
hedging instrument must also be
updated if the following three
conditions are met:
● the entity makes a change
required by iBoR reform using an

May - June 2021
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approach other than changing
the basis for determining the
contractual cash flows of the
hedging instrument;
● the original hedging instrument
(for example, the derivative) is
not derecognised; and
● the approach is economically
equivalent to changing the basis
for determining the contractual
cash flows of the original hedging
instrument.
an example amendment would be to
change the designated hedged risk
from GBP liBoR to sonia.

The formal hedge documentation
must be amended by the end of the
reporting period during which a
change required by iBoR reform is
made to the hedged risk, hedged
item or hedging instrument.
amending the formal designation and
documentation of a hedging
relationship, as required by this
temporary exception, is not the
discontinuation of the hedge
relationship nor the designation of a
new hedging relationship.
Observations
Treasurers would welcome the
practical relief from updating the
formal hedge designation as soon
as the Phase 1 reliefs cease to
apply. however, the Phase 2 reliefs
are only available once a change
has been made to the hedge
designation.
although entities have relief from
updating their hedge
documentation until the end of a
reporting period, there is nothing to
preclude earlier re-documentation
and, in fact, this would help to
evidence the changes that are
made to hedge accounting for the
relationship.

2.2 Temporary exception for
amounts accumulated in the
cash flow hedge reserve
The Phase 2 amendments provide
for a temporary exception for
previously discontinued cash flow
hedges, where the benchmark
interest rate on which the hedged
future cash flows were based has
changed as required by iBoR
reform. an example of such a
discontinued hedge might be where
the hedge objective had changed
(the entity no longer wants to fix the
interest rate on a particular debt
instrument). if the interest cash
flows were still expected to occur,
the accumulated cash flow hedge
reserve will be released to profit or
loss over the remaining period of
the original hedge relationship, as
permitted by the iBoR reform relief.
2.3 Temporary exception for the
retrospective effectiveness
test (MFRS 139 only)
To assess retrospective
effectiveness of a hedge
relationship on a cumulative basis,
an entity could elect, on an
individual hedging relationship
basis, to reset to zero the
cumulative fair value changes of
the hedged item and hedging
instrument when ceasing to apply
the retrospective effectiveness
assessment relief provided by the
Phase 1 amendments.

The decision whether to reset to
zero or otherwise, might be driven
by how an entity’s effectiveness
testing is currently set up. if the
cumulative testing result is close to
the effectiveness threshold of 80–
125% due to basis or timing
differences, an entity might prefer
to reset the relationship. however, if
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there is likely to be significant
market volatility in the first period
after transition to the new
benchmark rate, the impact might
be mitigated by a cumulative
effectiveness calculation.

Treasurers should note that there is
no exception from the recognition
and measurement of hedge
ineffectiveness, or the
measurement of hedged items and
hedging instruments. Therefore,
previous sources of ineffectiveness
could still create profit or loss
volatility.
2.4 When might the hedge
accounting reliefs not apply?
if additional changes other than
those required by iBoR reform are
made to the derivative designated
as hedging instrument, an entity will
first apply the applicable MFRs 9 or

MFRs 139 hedge accounting
requirements to determine if the
changes result in the derecognition
of the derivative and/or
discontinuance of hedge
accounting. if the changes do not
result in the derecognition of the
derivative and/or discontinuance of
hedge accounting, the reliefs will be
available, but the designation of the
hedge relationship will need to be
updated as explained in section 2.1
above.
The iasB’s Basis of Conclusions
on both iFRs 9 and ias 39
describe various methods of
‘transitioning’ derivatives that fall
into the reliefs, all of which retain
the original hedging instrument in
some form or other. Therefore,
even though it can be quicker and
easier to replace the original
hedging instrument with a new
instrument (rather than negotiating

changes to old terms), in some
cases, this might mean that the
original hedging arrangement is
derecognised. if that’s the case, the
Phase 2 hedge accounting reliefs
are not available.
3. Leases
The change in rates will mean that
many lease contracts with variable
lease payments will need to be
amended, affecting both lessees
and lessors. Without the practical
expedient added to MFRs 16,
lessees would need to remeasure
the lease liability, with a
corresponding adjustment to the
right-of-use asset.
3.1 Accounting by lessees
MFRs 16 has been amended to
include a practical expedient for all
leases that are modified to change
www.micpa.com.my
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the basis for determining future
lease payments as a result of iBoR
reform. as a practical expedient, a
lessee will remeasure the lease
liability by discounting the revised
lease payments using a discount
rate that reflects the change in the
interest rate. This practical
expedient applies only if the lease
modification is necessary as a
direct consequence of iBoR
reform, and if the new basis for
determining the lease payments is
economically equivalent to the
previous basis.
if lease modifications are made in
addition to those required by iBoR
reform, an entity will be required to
apply MFRs 16 requirements to
account for all lease modifications
made at the same time, including
those required by iBoR reform.
3.2 Accounting by lessors
The MasB has decided not to
amend requirements for lease
modifications from a lessor's
perspective.

For finance lease modifications, it is
noted that a lessor would be
required to apply MFRs 9 to those
modifications. as a result, a finance
lessor would be required to apply
the practical expedient for
modifications required by the
reform. This follows the same
treatment as for affected financial
assets described in section 1
above. accordingly, for a variablerate lease asset recognised by the
lessor for which there is a qualifying
change, the cash flows will be
updated, together with the effective
interest rate curve used for
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discounting. The effect is that the
carrying amount remains
unchanged by the process of reestimating future cash flows and
the effective interest rate.

however, for operating leases,
lessors should follow the
modification guidance in MFRs 16.
Observation
The decision to enter into leases,
and accounting for such leases,
was not historically a key feature of
a corporate treasurer’s role, but the
decision to lease or borrow and buy
has received more focus since the
implementation of MFRs 16 led to
many more on-balance sheet lease
liabilities. Therefore, treasury
departments are often part of the
decision-making process, and they
also help to compute the
incremental borrowing rate using
their understanding of the
appropriate credit spread for
secured and unsecured borrowings.
as noted above, many leases will
need to be amended, and
treasurers might be asked to
support the negotiations to ensure
that any rate change made by
lessors or lessees is a direct
consequence of the reform and that
the revised payment is
economically equivalent.

4. Disclosures
Phase 2 amendments introduce
new disclosure requirements,
including information about how an
entity is managing its benchmark
rate transition, its progress and the
risks arising from the transition. For
hedge accounting, entities need to

disclose any changes to the risk
management strategy as a result of
the iBoR reform.

What’s next
The impacts of iBoR replacement
are potentially far reaching. in
addition to the financial reporting
consideration discussed above,
corporate treasurers need to
consider a wide range of
commercial impacts, including
contract amendments and any
other broader organisational
responses to iBoR replacement.

1. (*) When an entity first applies
MFRS 9, it may choose as its
accounting policy to continue to
apply the hedge accounting
requirements of MFRS 139
‘Financial Instruments:
Recognition and Measurement’
instead of the requirements in
Chapter 6 of MFRS 9.
Accordingly, the hedging rules
in MFRS 139 remain relevant.
2. Refer to MFRS 9 paragraph
5.4.3 for financial assets and
paragraph B5.4.6 for financial
liabilities
3. Refer to MFRS 9 paragraph
3.2.3(a) for financial assets and
paragraph 3.3.2 for financial
liabilities

F e a T u R e • 12

The Malaysian aCCounTanT

Recent Tax Updates to Note in Malaysia
We would like to highlight below some of the recent updates that you should take note of regarding taxation issues in
Malaysia. This article covers a selection of Transfer Pricing, Corporate Income Tax and Service Tax topics.

1.0 LATEST
TRANSFER PRICING
UPDATES (EFFECTIVE
1 JANUARY 2021)
Introduction of new Sections in
the Income Tax Act, 1967:
• Section 113(B)
• Section 140A(3A), (3B), (3C),
and (3D)

it is no more a 'sit & wait' approach
when it comes to Transfer Pricing
arrangements considering that
many taxpayers involved in
intercompany/controlled
transactions are still reluctant to
fully comply with the Transfer
Pricing regulations. With the new
additions to the income Tax act,
1967 (iTa), it is now extremely

important for local conglomerates
and multinational companies with
intercompany transactions to take
urgent attention.

an overview of the latest provisions
is summarised below:

1.1 Penalty on failure to furnish Contemporaneous Transfer Pricing (TP) documentation
Effective 1 January 2021

new section 113B
113B(1) - on conviction:
•
Fine from RM20,000 to RM100,000 or prison term up to 6 months
or both; and
•
Furnish TP Documentation within 30 days or such period as
decided by the Court

Prior to 1 January 2021

no specific penalty imposed on taxpayers who fail to furnish TP
Documentation on time

113B(4) - if no prosecution:
•
Penalty from RM20,000 to RM100,000

113B(5)
•
may appeal to special Commissioners of the income Tax to
reduce/ waive the penalties

www.micpa.com.my
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on 29 January 2021, the inland
Revenue Board (iRB) updated the
Malaysian Transfer Pricing
Guidelines 2012 and stated that
Transfer Pricing Documentation
must be made available within 14
days (previously 30 days) of a
request being made by the iRB.

This requirement will be applicable
for transfer pricing audit cases that
have commenced on or after 1
January 2021.
1.2 Power to disregard any
structure in a controlled
transaction and impose a
surcharge
Prior to 1 January 2021, the
Director General of inland Revenue
(DGiR) was not empowered to
disregard any structure undertaken
in a controlled transaction. also, a
penalty would not be imposed on
the transfer pricing adjustments if
there are no additional taxes
payable by the taxpayers.

a new sub-section 140a(3a) of the
iTa has been introduced effective 1
January 2021 to empower the
DGiR to disregard any structure
adopted by a person entering into a
controlled transaction if:
•

•

the economic substance of that
transaction differs from its form;
or
the form and substance of that
transaction are the same, but
the arrangement made in
relation to the transaction,
viewed in totality, differs from
those which would have been
adopted by independent
persons behaving in a
commercially rational manner
and the actual structure
impedes the DGiR from
determining an appropriate
transfer price.

May - June 2021

The Malaysian aCCounTanT

The DGiR is now allowed to make
adjustments to the structure of that
transaction as he thinks fit to reflect
the structure that would have been
adopted by the independent party
dealing at arm’s length. This is
governed under the new subsection 140a(3B) of the iTa.

additionally, under the new subsection 140a(3C), the DGiR may
impose a surcharge of not more
than 5% of the total transfer pricing
adjustments whether or not the
adjustment results in additional tax
payable. The surcharge imposed
shall be treated as a tax payable for
the purposes of tax payment and
recovery of tax payment under
sections 103 to 106 of the iTa. it
would not be treated as a tax
payable under any other provision
within the iTa.
1.3 Moving Forward
The recent updates and changes
made to the Malaysian Transfer
Pricing Regulations clearly indicate
that the transfer pricing issues are
under the spotlight of the Malaysian
tax authority. hence, taxpayers are
advised to be more vigilant when it
comes to the intercompany
arrangements.
What should taxpayers (including
companies enjoying tax holidays or
suffering losses) do to avoid being
challenged or penalised by the
iRBM?
•

•

Review the existing controlled
transactions to ensure that they
have an economic substance
that aligns to the form.
ensure that the controlled
transactions are carried out in
an arm's length manner, i.e.,
comparable to a third-party
transaction.

•
•

Verify the above by carrying out
transfer pricing analyses and
prepare contemporaneous
transfer pricing documentation.
Prepare transfer pricing
documentation before
submitting the tax return for the
respective years of
assessment.

2.0 CLARIFICATION
ON SPECIAL
DEDUCTION FOR
CORPORATE
TAXPAYERS AND
OTHER TAX PAYERS
ON RENTAL
REDUCTION
OFFERED TO
TENANTS
announced as part of the
PRihaTin economic stimulus
Package by the Government last
year, owners of business premises
may qualify for a special tax
deduction equivalent to the amount
of reduction in rent that is given to
tenants which are small and
Medium enterprises (sMes)
for the months of april 2020 to June
2020. There have since been
several announcements from the
Government to extend the
qualifying period. in the
announcement of PeRMai
assistance by our Prime Minister on
18 January 2021, the special tax
deduction for rental reduction is
extended until 30 June 2021 and
expanded to cover rental reduction
given to non-sMe tenants.
Based on the recent Frequently
asked Questions (FaQ) issued by
the iRB on this special tax
deduction for rental reduction, the
eligible periods applicable to the
two categories of tenants are as
follows: -
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i.

sMe tenant - april 2020 to June
2021.
ii. non-sMe tenant - January
2021 to June 2021.

To qualify for this special deduction,
there must be a minimum of 30%
reduction in rent during this period.
other conditions that have been
announced are as follows: i. any taxpayers (corporate,
individual, cooperative or other
business and non-business
entities) renting out their
business premises to any
qualified sMe and non-sMe
tenants;
ii. The rented premises must be
used by the tenant for the
purpose of carrying out his
business; and
iii. The landlord must be a
taxpayer with rental income
under subsection 4(a) and
subsection 4(d) of the iTa.
Despite the issuance of a FaQ by
the iRB, further clarification was
required on the eligibility to claim
the special deduction. as such, we
have sought clarification from the
iRB, and we would like to update
you on the following: 2.1 Tenant’s SME status
certificate validity period
The iRB has previously issued a
FaQ in relation to special rental
deduction on rental reduction for
sMe on 9 april 2020 which was
subsequently updated on 28 april
2020, 15 June 2020 and 19
February 2021. The list of
supporting documents required to
be maintained by landlord of
business premises to substantiate
the special deduction on rental
reduction in the FaQ has been

continually updated by the iRB. The
“details of the tenants as sMe” was
replaced with “sMe status
Certificate issued by sMe
Corporation Malaysia (sMe Corp)”
(for sMe tenant) in the FaQ dated
15 June 2020.
We were informed by sMe Corp
that the validity period stated in the
sMe status Certificate is one year
or two years from the date of
approval from sMe Corp and the
validity period stated in sMe status
Certificate shall not cover any
period prior to the application.
hence, for tenants who submit their
application after 15 June 2020, the
validity period in sMe status
Certificate may not be in line with
the qualifying months where the
landlord of business premises has
offered rental reduction.

in this connection, we have sought
clarification from iRB as to whether
the landlord is allowed to claim the
special deduction on the respective
months where rental reduction
given does not fall within the validity
period of the sMe status
Certificate. The iRB has clarified
that sMe status Certificate issued
by sMe Corp with validity period
that begins before the expiry of the
special deduction period may be
used to substantiate the sMe
status of the tenant for the purpose
of claiming special deduction on
rental reduction. The iRB
subsequently issued the updated
FaQ dated 19 February 2021 to
confirm this position by stating that
the sMe status Certificate has to
be issued no later than 30 June
2021 for such purpose.

Based on the foregoing, the
landlord should retain the following
documentation for the purpose of
claiming the special deduction on
rental reduction: -

1. Valid tenancy agreement;
2. Rental income statement;
3. sMe status Certificate issued
up to 30 June 2021 by sMe
Corporation Malaysia (for sMe
tenant only);
4. Tenant’s information, rental
information and rental reduction
methods.
in the absence of the above
documentation, the claim for
special reduction of rental income
may be disputed by the iRB.
2.2 Conditions to claim special
tax deduction for rental
reduction
The rules to allow the special
deduction on rental reduction shall
be granted under a gazette order to
be issued by the Government which
will specify the conditions to qualify
for the special deduction. as of to
date, the gazette order to effect the
rules for this special rental
reduction has yet to be issued. The
iRB has commented that any
incentive claim shall only be
allowed when the rules have been
gazetted. The iRB also clarified that
taxpayers are not allowed to make
a claim on the special deduction if
the rules have not been gazetted at
the time of filing the tax return.
nevertheless, taxpayers are
allowed to make a revision to the
tax computation under section
131a (a) or (b) of the iTa once the
rules are gazetted.
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3.0 AMENDMENT TO
THE DETERMINATION
OF GROSS INCOME
FROM BUSINESS
SOURCES OF NOT
MORE THAN RM50
MILLION OF A SME
COMPANY OR
LIMITED LIABILITY
PARTNERSHIP
a resident company or limited
liability partnership (llP) which
qualifies as sMe for income tax
purposes may be eligible for the
following preferential tax treatments
[amounts and rate below are
applicable for year of assessment
(ya) 2020 and subsequent yas]:

The Malaysian aCCounTanT

•
•

Tax rate of 17% on first
RM600,000 of chargeable
income; and
limit on claim of accelerated
capital allowance for small
value assets of up to RM20,000
is not applicable (only granted
to companies).

effective from ya 2020, in order to
be eligible for the above preferential
tax treatments for sMe, that sMe
must have gross income from
business source(s) not exceeding
RM50 million in that ya in addition
to the existing requirement of
having a paid-up capital not
exceeding RM2.5 million.

No. Category
1. Company / llP which does not have gross
business income but has non-business
income such as rent and interest

2. Company / llP which has foreign sourced
business income

3. Company / llP exempted from tax under
certain tax incentives such as pioneer status
/ investment tax allowance

4. an investment holding company (“ihC”)

The iRB has subsequently issued
Practice note no. 4/2020 to replace
Practice note no. 3/2020. With the
issuance of Practice note no.
No. Category

2. Does not have gross business income due
to current year business loss caused by
temporary closure of business operation

May - June 2021

The Practice note also prescribed
the following tax treatments based
on the respective categories of
taxpayers: -

Entitlement for preferential tax treatment

not entitled, unless the rent or interest is assessed as business income
under paragraph 4(a) of the iTa
yes, foreign sourced gross income from foreign business sources is taken
into account as part of gross business income, provided it does not exceed
the threshold of RM50 million
yes, exempted gross business income is taken into account as part of
gross business income, provided it does not exceed the threshold of RM50
million
not entitled, unless the ihC is listed on Bursa Malaysia which is subject to
section 60Fa of the iTa

4/2020, the iRB further clarified that
a company / llP which does not
have any gross business income
but falls under the following

1. Carrying on a business but does not have
gross business income due to current year
business losses

The iRB has previously issued
Practice note no. 3/2020 which
clarified that the additional criteria
for a company / llP to have gross
income from all business sources
shall be determined based on the
relevant income recognition
provisions of the iTa that apply to
the business in question.

Details

categories is entitled to the above
sMe preferential tax treatment (i.e.,
deemed to have gross business
income equivalent to nil):

Carries out business activities and incur expenses* related to that business
* purchase of stock, payment of salaries, rental of premises, promotional
expenses or any other allowable expenses under subsection 33(1) of the
ITA

Temporary closure of business operation but still incur expenses* related to
the business
* payment of salaries, utilities, maintenance, rental of premises or any other
allowable expenses under subsection 33(1) of the ITA
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aforesaid benefit. as such, sMes
which are affected by the above
changes should take the above into
consideration when estimating its
tax payable.

Based on the above, it should be
noted that starting from ya 2020, a
non-listed ihC is no longer eligible
for the sMe preferential tax
treatments as it is considered as
having no business income. This
would drastically reduce the scope
of sMes that may enjoy the

4.0 Service Tax Guide
on Reimbursement
and Disbursement
The Royal Malaysian Customs
Department (RMCD) has released
a service tax guide. The salient
points of the Guide are as follows: -

Term

Definition

Reimbursement

The recovery of a payment made on behalf by a claimant who is acting as a principal from another party

Disbursement

Claimant

Customer

service provider

The recovery of a payment made on behalf by a claimant who is acting as an agent
a registered person who recovers expenses he incurred on behalf of the customer

any person who receives a service directly or indirectly from a service provider through a claimant
a person who provides directly or indirectly, a service to the customers through a claimant

acted as a principal or as an agent
when he acquired the service from
the service provider.

4.1 Recovery of expenses as
Principal or an Agent
To determine if a recovery of
expenses is a disbursement or a
reimbursement, it is important to
establish whether the claimant
Recovery of expenses
Recovery with mark up

4.2 When there is a written
contractual agreement

Principal

Treated as service provided by the claimant to
the customer

When a written contractual
agreement exists between the
claimant and the customers, the
contractual terms should indicate if
the claimant incurred the expense
as an agent or a principal.

Agent

not treated as a service provided by the claimant
to the customer

Claimant is treated as a principal and such recovery will be treated as a reimbursement (i.e. subject
to service tax)

4.3 When there is no written
contractual agreement or
ambiguous contract
Rules

Without a written agreement
between the claimant customer, or
where the agreement cannot
identify clearly the contractual

relationship, the status of the
claimant shall be determined
according to any of the following
rules: -

Contractual liability and assumption
of responsibilities and risks

Principal

acquired the services in his own name or
capacity

Agent

legal obligations to make payment
or payment arrangement

has the legal obligation to make payment
to the service provider for the services

Does not have the legal obligation to make
payment to the service provider unless
authorised by the customer

not a party to the contract and merely
arranged for the provision of services on
behalf of his customer

www.micpa.com.my
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Rules

Principal

Agent

identities of parties and transaction
involved

The claimant is the only party known to the
third-party service provider and the
customer does not know the cost incurred
by the claimant on the acquisition of
services from third party service provider

The third-party service provider knows the
identity of the customer and the customer
knows the exact cost incurred by the
claimant on the acquisition of services
from the third-party service provider

alteration to the nature and value of
expenses

Can alter the nature or value of the
services and make a decision on the value
of expense to recover

4.4 Service Tax Treatment on Disbursement and Reimbursements

not able to alter the nature or value of
services made between the customer and
the third-party service provider unless
authorised to do so by the customer

Service tax treatment

Disbursement

Reimbursement

agent or principal

agent

Principal

amount claimed from
customer

exact amount is claimed from the customer and
the claimant shall not alter the nature of the
services or add on the value of the services

agent or principal

Customer’s knowledge
of service

supporting documents
Treatment of mark-up

non-taxable (if no mark-up)
Customer knows the services are provided by a
service provider and not the claimant

Customer does not know the services are
provided by the service provider

Copy of invoice from the service provider is
attached together with the invoice issued by the
claimant to the customer as supporting document

no supporting documents attached

Full amount recovered is regarded as a provision
of service and subject to service tax (if it relates to
a taxable service being performed). The claimant
would be treated as a principal as he can alter and
change the value of the original service (i.e.
service by the third-party service provider).
however, if the service provider’s invoice is
attached with the claimant’s invoice, then only the
mark-up will be subject to service tax.

4.5 Other types of cost
recoveries i.e. out-of-pocket
expenses (OPE)
Where not specifically stated in a
contract, oPe are generally
considered taxable services as they
form part and parcel of the taxable
services provided. however, oPe
which are charged separately
would not be a taxable service
provided by the claimant to his
May - June 2021

Taxable (if it relates to making a prescribed
taxable service)

amount claimed from the customer may include
mark-up and the claimant may alter the nature of
the services or add on the value of the services

Treated as a separate service and will be subject
to service tax. however, this only applies if the
cost of recovery and mark up are separately
itemised and the service provider’s invoice is
attached when the claimant issues the invoice to
the customer.

a reimbursement is ancillary to a primary service,
if such recovery forms part of the overall price
that the claimant charged to his customer. The
service tax treatment for such recovery of
expenses will generally follow the taxability of the
primary service.

customer if all the conditions below
are fulfilled: a) it is stated in the contract that
the customer will bear the oPe
costs;
b) it is paid on a back-to-back
basis (without any mark-up);
and
c) The claimant provides the
supporting documents when
making the claim from the
customer.

Written by:

Owen Wong
Tax Director
E: owen.wong@rsmmalaysia.my
Mayadevi Karpayah
Tax Director
E: mayadevi@rsmmalaysia.my
Selvi Permal
Tax Director
E: selvi@rsmmalaysia.my
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The Trouble with Goodwill:
Who Knows How to Measure it?

ow much is goodwill worth?
about us$8 trillion, according
to data extracted by Capital
iQ in February 2020. That was the
total value of goodwill shown on the
balance books of all listed
companies worldwide. it made up
about 18% of their total equity and
3% of their total assets.
in australia, about us$111 billion of
goodwill is on listed balance sheets;
in new Zealand, it’s us$5.54 billion,
reports How Long is the Piece of
String?, a study by Ca anZ and the
university of Melbourne released
last year.

The definition of goodwill in business
is straightforward. in a merger or

By Chris Niesche

acquisition, it’s the extra amount a
buyer pays for a company – over
and above its identified assets – for
intangible assets such as brand
recognition and intellectual property.
The theory is it’s a payment for the
future economic benefit those
intangibles will deliver to the buyer.
you could think of it as a sweet,
tempting cherry on top of the sale.
yet, while accountants agree on
what goodwill is, how to value that
goodwill after it’s passed onto the
buyer’s ledger sparks plenty of
argument.

Currently, goodwill is assessed
through an annual impairment test,

where a company’s accountants
review the goodwill every year and
write down the asset if it has lost
value.

But some accountants and investors
question whether that provides
enough useful information.

There is a lot of uncertainty about
forecasting goodwill’s future benefit
for a company – it involves more
judgement calls than many
accountants are comfortable with.
and while goodwill is listed as an
asset on the balance sheet, is it
really worth its stated value? What if
it was a bad buy at an inflated price
in the first place?

www.micpa.com.my

19 • F e a T u R e

The problem with
goodwill
“one of the reasons why this is an
accounting issue at the moment is
there’s a bit of a feeling that some
post-acquisition performance isn’t
assessed very much,” says Keith
Kendall, chair of the australian
accounting standards Board
(aasB).

“Some postacquisition
performance isn’t
assessed very
much.” Keith
Kendall, Australian
Accounting
Standards Board
“There are lots of disclosures at the
acquisition time, but there isn’t
much specific information coming
out about how that has performed,
say, two, three years down the
track. That’s some of the feedback
we’ve been getting from users of
financial reports.”

That goodwill debate intensified last
year after the international
accounting standards Board
(iasB) released its discussion
paper, DP/2020/1 Business
Combinations–Disclosures,
Goodwill and Impairment, in March
2020. it’s part of an iasB project to
reduce the cost and complexity
associated with accounting for the
impairment of goodwill and other
intangible assets.
The iasB’s discussion paper
proposed that, at the time of
acquisition, a company’s
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management tell investors their
strategic rationale and objectives
for the purchase. They would also
have to share information about the
acquisition’s subsequent
performance so investors could see
if those initial objectives were being
met.
That information to investors would
be the same as the company’s
management used to monitor and
measure the acquisition’s progress.
“information that is used for
decision-making and that is
prepared and monitored regularly
for management’s use may be
scrutinised more closely than
information generated solely for
external reporting once or twice a
year,” the iasB says.
This approach could minimise the
cost of providing this information to
investors because the information
would already be prepared.

in addition, the iasB suggested
streamlining the impairment testing
of goodwill. instead of the current
annual impairment test, universally
seen as time consuming and
complex, there would be an annual
assessment of impairment
indicators. a full impairment test
would be completed only if such an
indicator is found.
The iasB also proposed presenting
total equity, excluding the value of
goodwill, on the face of the balance
sheet.
Feedback on the discussion paper
closed in December 2020, and the
iasB will consider that feedback
before deciding on the project’s
next steps.

Amortisation vs annual
impairment tests
Goodwill is assumed to be a
diminishing asset, but how should
its value be calculated for financial
reports? Both amortisation and
annual impairment tests have been
used, but each method has its
shortfalls.

amortisation, where a set amount is
taken off the asset’s value each
year, is simple but light on usable
information. annual impairment
tests deliver plenty of information,
but are complex, involve many
judgement calls, and may
recognise impairment losses too
late to be useful.
in its discussion paper, the iasB
stated there was not enough
support for the amortisation
approach for it to be reintroduced.
(however, in a joint submission, Ca
anZ and CPa australia urged the
iasB to keep amortisation on the
table and conduct further research
before ruling this out.)
But accountants aren’t happy with
the impairment test, either. The
Financial accounting standards
Board in the us has suggested the
high cost of goodwill impairment
testing exceeds the benefit to
investors and is considering a
return to the amortisation model for
smaller businesses.
“The major argument against the
impairment model is complexity.
and whenever you start having
complexity in matters, you’re
starting to introduce matters of
judgement,” says Kendall.
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For instance, the accounting
standards require the accountant to
look at the surrounding economic
and commercial circumstances of
an entity and test whether these
indicate an impairment has
occurred.
“as soon as you do something like
that, that’s all judgement-based. it
raises the prospect of two perfectly
well-qualified accountants looking
at exactly the same scenario and
coming to different conclusions,”
says Kendall.
“This is always a concern and it’s
something that we prefer not to
happen because it undermines
another principle that we try to
adhere to, which is comparability.”

There is also the issue of when a
company doesn’t properly account
for an impairment and ends up at
loggerheads with the auditors.
“it’s an extended negotiation
between the two parties to try and
work out the answer,” explains
Richard stewart FCa, corporate
value advisory partner at PwC in
sydney.

“sometimes that finishes easily and
sometimes it finishes hard, but it’s
always a time-consuming process.”

it’s a problem that could be solved
with the reintroduction of
amortisation for goodwill, which has
been prohibited since the 2004
version of iFRs 3: Business
combinations came into force.
The amortisation model has
advantages. “it’s simple, it’s clear
and everyone knows where they
stand and can move on to the next

issue,” says Kendall.

But it’s easier to assess the useful
life of, say, a tractor, than an
intangible asset such as goodwill.
The problem with the amortisation
model, Kendall adds, is it doesn’t
provide much useful information,
and that’s the yardstick by which
accounting standards should be
measured.

When the aasB canvassed the
issue with people who use financial
statements, investors and analysts
told the board they added the
amortised goodwill back to the
asset and conducted their own
analysis.

“That’s a very good argument
against adopting amortisation,
although it doesn’t settle the matter.
That’s the sort of argument that i’m
sensitive to in terms of determining
where should we jump,” Kendall
says.

An impairment test
doesn’t predict value
There is also a view that the
impairment model is not great as a
predictor, or leading indicator, of the
future returns of a business, says
Jay shaw Ca, a partner at Grant
Thornton in new Zealand and a
member of the Business Valuation
Board of the international Valuation
standards Council.
he’d prefer an impairment test that
was more useful as a way of
predicting future cash flows and the
performance of the acquired
business.
shaw says current impairment
testing is better at confirming value

than predicting it.

“Reported goodwill impairments
currently tend to generally lag
behind the true economic
impairment, so in other words the
actual impairment has already
happened and the goodwill
impairment is just confirming that,”
he explains.

he’s no fan of the amortisation
model, either. it relies on the view
that goodwill is a wasting asset and
shaw says there is no basis for
this.
“it’s really an asset that generally
maintains rather than diminishes in
value over time,” he says.
“if you look at the functional
components of goodwill, including
business reputation, knowledge
and reputational workforce assets,
synergies and assemblage value, i
think they suggest that goodwill is
really going to maintain value over
time as opposed to decline in
value.”

“They suggest that
goodwill is really
going to maintain
value over time as
opposed to decline
in value.”Jay Shaw
CA, Grant Thornton
But is that the case?

in their How Long is the Piece of
String? Intangibles and goodwill on
balance sheets study, the
university of Melbourne’s Professor
Matt Pinnuck and Ca anZ’s amir
Ghandar FCa present longitudinal
evidence that goodwill does, on
www.micpa.com.my
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average, decline over time. The
frequency and size of impairments
effectively saw a complete writedown of goodwill to zero over a
period of 15 years.

The AASB response
The aasB is unenthusiastic after
the iasB’s proposed changes for
several reasons.

in its feedback to the discussion
paper, it states: “The aasB does
not consider that implementing the
package would meet the project’s
objective to provide investors with
more useful information about the
acquisitions that companies make
at a reasonable cost.”

it argues that sharing information
about an acquisition’s performance
could be better dealt with as a
requirement of management
disclosure. it also notes that the
proposed performance disclosure
requirements wouldn’t apply to
internally developed intangible
assets.

in addition, relying on the metrics
preferred by a company’s
management could make them
difficult to audit; they could be
changed by management over
time, with a loss of period-to-period
consistency.
nor does the aasB support
removing the annual quantitative
impairment test. it says
stakeholders are concerned about
the loss of information in the
financial statements. There is also
limited evidence of cost savings.
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“large preparers have indicated
that they would continue to perform
an annual impairment test
regardless of a requirement to do
so, as they have well-designed
systems and processes in place to
perform the annual testing,” the
aasB writes in its submission.

it points out that for small-tomedium enterprises to make use of
the iasB’s proposal, an auditor
would likely need additional audit
evidence to confirm that the
goodwill is not materially misstated.
That could offset any cost savings
from the removal of the annual test.

What do CAs think?
among accountants, though, there
is appetite for change: 87% of the
752 Ca anZ members surveyed in
the 2020 Chartered accountants
iFRs survey believe it is important
to simplify requirements about
goodwill reporting, given how
complex impairment testing has
become.

only a small majority, 52%, prefer
keeping mandatory annual
impairment testing over the
impairment indicator approach. But
69% supported the impairment
model over amortisation in terms of
providing information for users.
“ultimately, any changes to the
goodwill accounting model should
be driven by the demands of
users,” says shaw. “Rather than a
complete change, ideas to address
some of the limitations of the
current model might instead be
more closely looked at.”

Is goodwill
overvalued?
The university of Melbourne’s
Professor Matt Pinnuck and amir
Ghandar FCa, Ca anZ’s reporting
and assurance leader, analysed
more than 15 years of company
financials worldwide for their
landmark study released in
December 2020, How Long is the
Piece of String? Intangibles and
goodwill on balance sheets.

They found that a significant
percentage of listed firms recognised
some intangible assets on their
balance sheets: 78% worldwide,
81% in new Zealand, but just 41% in
australia. (That lower level in
australia has to do with the number
of smaller mining companies listed
on the asX, which tend not to
recognise intangible assets.)

a significant percentage of firms
recognise goodwill in their assets:
46% worldwide, 52% in new
Zealand and 27% in australia. about
20% of firms impair goodwill every
year, with the average impairment
write-down being 30%.

Pinnuck and Ghandar saw no
evidence of goodwill being
overvalued in large companies, but
found some indicators it was
happening in small companies.

Typically, in a median firm, goodwill
is equal to 3% of total assets. But in
australia, 10% of small firms have
recognised goodwill equal to or 53%
or more of total assets.

in addition, in small companies,
there was a lag between periods of
poor performance and it being
recognised as an impairment.
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Extraordinary General Meeting

a

n extraordinary General
Meeting (eGM) of the
institute was held on
saturday, april 24, 2021 at TPC
Kuala lumpur. The President, Dr
Veerinderjeet singh, called the
eGM to order at 10:15 a.m. which
proceeded smoothly and was
attended by 20 members.

Purpose of Meeting
as members would have noted
from the notice of the eGM, the
purpose of the meeting was to
consider, and if thought fit, pass the
resolutions relating to the proposed
adoption of a new constitution of
MiCPa in place of its existing
memorandum and articles of
association (“M&a”) and the
proposed amendments to MiCPa’s
bye-laws (“bye-laws”), principally to
align to the new Companies act
2016, and provide for the need to
embrace technology and remote
engagements, in particular for
Council and Committee meetings,
and even meetings with members,

which became evident with the
onset of the CoViD-19 pandemic
last year. several other
amendments were proposed to the
bye-laws, as explained by the
President and summarised below.

Proposed
Amendments to
Memorandum and
Articles of Association
and Bye-Laws

Change from Memorandum and
Articles of Association to
Constitution, and Bye-Laws to
By-Laws
•

•

The terms “Memorandum of
association” and “articles of
association” have been
replaced with the term
“Constitution” which is the term
used in the Companies act
2016 to refer to a M&a.
The spelling of ‘bye-laws’ is
changed to ‘by-laws’.

Changes relating to the Council
•

•

Council members are given a
time limit of 9 years to hold
office, and must take a break for
at least 1 year before offering
themselves to serve another
term.
a Council member appointed to
fill a casual vacancy will hold
office up to the next aGM and
instead of being confirmed, they
shall be subject to re-election
but this will not be taken into
account when determining the
members of Council who are
retiring by rotation at that
meeting.

www.micpa.com.my
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• To allow for the delivery of
voting papers electronically.

• To allow proxies to be appointed
via electronic means.
New membership category –
Honorary Member

•

To allow for the appointment of
5 Council members by the
Council, who can also be
associate Certified Public
accountants. The institute
believes that the Council should
be reflective of the various
sectors in which MiCPa
members are involved and this
will allow the Council to hear
different perspectives which can
assist in developing the institute
further.
-

-

-

of the 5 members, 1
member should be
appointed from amongst the
public sector, 2 members
appointed from any higher
educational institution(s) as
may be accredited by the
Council from time to time;
and 2 members appointed
from any regulatory body.
These members will only act
as observers and may
provide their views in the
meetings of the Council.
appointed members may
hold office for a 2-year term,
and are eligible for reappointment for an
additional 2 years.
These members are not
counted towards the quorum
of the meeting, and will not
be entitled to hold the office
of President or Vice
President, and will not be
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-

entitled to be elected as
chairman of meetings of the
institute.
appointed members of the
Council shall not be entitled
to sign cheques drawn upon
the institute’s bankers.

•

Use of Technology
•

•

To allow the use of technology
to supplement or replace
hardcopies and physical media.
To allow for all meetings of the
institute to be held using
electronic communication
facilities.

•

• inclusion of a new membership
category known as “honorary
Member”, who is a person from
any industry who has
contributed to the institute, the
profession and society at large,
who can be admitted to
membership of the institute and
is entitled to use the designation
“CPa honorary”.
honorary Members shall be
entitled to use the services
offered by the institute and
attend general meetings of the
institute but shall be exempted
from admission fee and
subscription fees, and have no
voting rights or other rights of
membership under the
Constitution or the by-laws.

honorary Members shall not be
entitled to hold a practicing
certificate issued by the
institute.
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•

honorary Members may be
invited to sit in an advisory
Board established by the
Council when required.

Membership-Related Changes
•

•

Bye-law 48 (d) - Where a
member has been granted a
reduction of the annual
subscription to the rate pursuant
to sub-paragraph (b)(ii) of this
bye-law, provided that such
member has attained the age of
sixty years and has been a
member for at least thirty years,
the said member may opt to
make a one-off payment equal
to the total amount of annual
subscription payable by him at
the reduced rate for the
remaining number of years up
to the member attaining the age
of seventy years. Previously,
the one-off payment was 12
times the total amount of annual
subscription payable, so this
has been reduced to retain
members above the age of 60.
Bye-law 48 (e) - life members
who are currently in public
practice shall continue to pay
for the Practising Certificate fee.

Changes to Registered Student
Administration
•

•

amendment of the term
“approved Training
organisation” to “approved
Training employer”.

Change of the term “Training
Contract” to “Practical
experience Document” to
remove any connotations of it
being an agreement or contract
that needs to be stamped. This
is to address feedback from
employers who have to go
through more administrative
procedures to register MiCPa

•
•

candidates compared to other
professional bodies who do not
have this requirement.
Both stream i and stream ii
students will use the same
document as a record of their
required practical experience.
Removal of the need to
complete a “Certificate of
Fitness” for each examination
sitting that a student wishes to
undertake.

Consequential Changes

•

other changes are
consequential due to the
changes explained earlier, as
well as some typo or grammar
changes.

The Outcome
The proposed amendments to the
M&a and bye-laws were passed
unanimously and the eGM
adjourned with members
networking over coffee.

www.micpa.com.my
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Future-Fit Professionals – Digital Revolution:

What Does the Future Hold?

T

oday, technology has
become a critical success
factor for enhancing the
value of businesses. an insightful
and informative virtual conference
themed “Future-Fit Professionals –
Digital Revolution: What Does the
Future hold?” was organised by the
institute on april 8th, 2021 with a
line-up of 10 speakers who are
industry business leaders as well
as practitioners. The Conference
which was sponsored by KPMG
Malaysia attracted more than 120
participants. The Conference
emphasised that aside from having
basic finance and accounting skills,
professional accountants and
finance functions are expected to
embrace digital leadership as well
as be cognisant of emerging
technologies in this digital age.

en Rozaini Mohd sani, Chairman of
the institute’s Commerce, industry
and Public sector Committee
kickstarted the Conference and
welcomed the Guest of honour,
speakers and participants. our
Guest of honour – yBhg Datuk Ts
ir Dr siti hamisah Binti Tapsir, the
secretary General of the Ministry of
science, Technology and
innovation (MosTi) gave her
keynote address on the importance
of accountants leveraging on
digitalisation and how it can change
and impact the accountancy
profession.
The following three panel sessions
discussed and shared views from
different perspectives of embracing
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digitalisation by an organisation and
its finance function. The first panel
discussion “Digital Transformation:
The need for C-suite experience”
talked about how business leaders,
especially those at the C-suite level
are encouraged to embrace digital
leadership. The roles played by the
C-suite in ensuring the success of
digital transformation is becoming
important in today’s world, which is
to increase the market
attractiveness and competitiveness

of products or services. The
session featured Mr siew Chin
Kiang, Chief operating officer of
KPMG Malaysia, and Mr Teh Foo
hock, Finance Director of ipmuda
Berhad and independent nonexecutive Director of Komarkcorp
Berhad as panellists, and was
moderated by the institute’s Chief
executive officer, en novie
Tajuddin.
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The momentum of the Conference
was built up after an hour’s
informative session on digital
leadership. The Conference
continued with a panel discussion
entitled “What Does the Future
hold for Professional accountants?”
moderated by Mr Poon yew hoe,
MiCPa Council Member and
Managing Partner of Crowe
Malaysia. it shared insights on how
to transform and prepare the
finance functions to deal with
technology disruption as well as the
types of tools and technologies
needed to keep up with market
expectations. it was a timely
discussion which helped us to be
cognisant of the additional skillsets
and tools needed to be future-fit
professionals and finance functions.
The panel comprised Mr Jerome
hon, Group Chief operations
officer of Maybank, yBhg Dato’
Megat iskandar shah, MiCPa
Council Member and Partner of ey

Malaysia, yM Raja azlan shah
Raja azwa, Vice President, Finance
of MisC Group and en Wan ahmad
ikram Wan ahmad lotfi, Chief
Financial officer of Perbadanan
insurans Deposit Malaysia.
Participants were enlightened by
the insights shared by the speakers
from the first half of the day before
commencing to the final panel
discussion. The CoViD-19
pandemic has further reinforced the
importance of digital revolution to
individuals and businesses in these
unprecedented times. it has
created a new “digital optimism” as
digital tools may solve some of the
problems that the lockdown
measures have created. The last
panel discussion on “Digital
Revolution Beyond the Pandemic”
touched on how to deal with the
impact of the pandemic on
businesses in a more efficient and
effective way. The session was

Welcoming Remarks by Mr Rozaini Mohd Sani Chairman
of Commerce, Industry and Public Sector Committee
(CIPC) of MICPA

moderated by Dr Teh Chee Ghee,
MiCPa Council Member and senior
lecturer of Monash university
Malaysia, and featured Mr Fong
Choong Fook, Chief executive
officer of lGMs/le Global
services sdn Bhd, Mr. nisar Bashir,
Chief Financial officer of
Mudah.my, en. novie Tajuddin,
Chief executive officer of MiCPa
and Mr s T Rubaneswaran, Chief
executive officer of Beyond4 as
panellists.
it is an interactive session with an
overwhelming number of questions
raised during the Q&a session.
Based on feedback received from
participants, the event was indeed
well-received by the participants.
The Conference was closed in the
late afternoon by en novie Tajuddin
who delivered the closing remarks.

Keynote Address by YBhg. Datuk Ts. Ir. Dr. Siti Hamisah
Binti Tapsir, Secretary General, Ministry of Science,
Technology and Innovation

www.micpa.com.my
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Panel Discussion 1: “Digital Transformation: The Need for C-Suite Experience?”

Moderator:
En Novie Tajuddin, Chief Executive Officer of MICPA

Panellists:
Mr Siew Chin Kiang, Chief Operating Officer of KPMG
Malaysia
Mr Teh Foo Hock, Finance Director of Ipmuda Berhad and
Independent Non-Executive Director Komarkcorp Berhad

Panel Discussion 2: “What Does the Future Hold for Professional Accountants?”

Moderator:
Mr Poon Yew Hoe, Managing Partner of Crowe Malaysia

Panellists:
Mr Jerome Hon, Group Chief Operations Officer of Maybank
Malaysia
YBhg Dato’ Megat Iskandar Shah, Partner of Ernst and
Young Malaysia
YM Raja Azlan Shah Raja Azwa, Vice President, Finance of
MISC Group
En Wan Ahmad Ikram Wan Ahmad Lotfi, Chief Financial
Officer of Perbadanan Insurans Deposit Malaysia

Panel Discussion 3: “Digital Revolution Beyond the Pandemic”

Moderator:
Dr Teh Chee Ghee, Senior Lecturer of Monash University
Malaysia

Panellists:
Mr Fong Choong Fook, Chief Executive Officer of LGMS/ LE
Global Services Sdn. Bhd.
En Nisar Bashir, Chief Financial Officer of Mudah.my
Mr Novie Tajuddin, Chief Executive Officer of MICPA
Mr S T Rubaneswaran, Chief Executive Officer of Beyond4

Closing Remarks by En Novie Tajuddin, Chief Executive
Officer of MICPA
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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:
Programme Title

Speaker/s

Date/s

Time

Type

Fees

MFRS 15 and MPERS 23 & MPERS 34 –
Accounting for Property Development Activities
and Construction Contract

Ms Oh Ai Sim

June 17 & 18, 2021

09:00 a.m. – 05:00 p.m.

Webinar

MICPA/CAANZ Members:- RM600.00
Non-Members:- RM800.00

Annual Compliance on Annual Return, Audit,
Accounts & AGMs and Statutory Records Updates

Ms Jessica Liew

June 25, 2021

09:00 a.m. – 05:00 p.m.

Webinar

MICPA/CAANZ Members:- RM360.00
Non-Members:- RM480.00

MICPA, MIA & IPAM Malaysia Insolvency
Conference: Flattening the Insolvency Curve
through Restructuring and Rescue Reliefs

Various Speakers

June 29 & 30, 2021

09:00 a.m. – 01:15 p.m.

Webinar

Members:- RM850.00
Non-Members:- RM1,150.00

GROUP ACCOUNTING – THE ECONOMIC ENTITY
MODEL UNDER MFRS 3 AND MFRS 10

Ms Oh Ai Sim

July 5 & 6, 2021

09:00 a.m. – 05:00 p.m.

Webinar

MICPA/CAANZ Members:- RM600.00
Non-Members:- RM800.00

Frequently Committed Offences Under the
Companies Act 2016 and Statutory Records Updates

Ms Jessica Liew

July 7, 2021

09:00 a.m. – 05:00 p.m.

Webinar

MICPA/CAANZ Members:- RM360.00
Non-Members:- RM480.00

Corporate Tax Planning

Mr Harvindar Singh

July 8 & 9, 2021

09:00 a.m. – 12:30 p.m.

Webinar

MICPA/CAANZ Members:- RM360.00
Non-Members:- RM480.00

MPERS framework for Presentation of
Financial Statements

Dr Yee Hun Leek

July 13, 2021

09:00 a.m. – 05:00 p.m.

Webinar

MICPA/CAANZ Members:- RM360.00
Non-Members:- RM480.00

Workshop on Excel Dashboard

Mr Lee Cheong Loong

July 24 & 25, 2021

09:00 a.m. – 05:00 p.m.

Webinar

MICPA/CAANZ Members:- RM600.00
Non-Members:- RM800.00

Tax Audits and Investigations

Mr Harvindar Singh

August 3 & 4, 2021

09:00 a.m. – 12:30 p.m.

Webinar

MICPA/CAANZ Members:- RM360.00
Non-Members:- RM480.00

Workshop on Excel Dashboard

Mr Lee Cheong Loong

August 5 & 6, 2021

09:00 a.m. – 05:00 p.m.

Webinar

MICPA/CAANZ Members:- RM600.00
Non-Members:- RM800.00

Common Offences Committed by Directors
Under the Companies Act 2016 and Effective
Fee Collection Strategy in the Covid Era

Ms Jessica Liew

August 25, 2021

09:00 a.m. – 05:00 p.m.

Webinar

MICPA/CAANZ Members:- RM360.00
Non-Members:- RM480.00

-

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.
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hope everyone is keeping well
and staying positive. March 18,
2021, marks a whole year since
Malaysia entered into a Movement
Control order (MCo).

Whether working from the office or
home, the CoViD-19 pandemic has
changed the way we work. it’s not
just about the work anymore – we
have to now deal with juggling our
personal lives and family
responsibilities amidst the various
precautions we have to take to
protect ourselves and the ones
around us. Top that off with having
to face all the emotions that come
with learning to cope with the
pandemic. The fear and anxiety is
real, and work stress can lead to
burnout. During this pandemic, you
must recognise what stress looks
like, take steps to build your
resilience and manage job stress,
and know where to go if you need
help.

Dear Accountants,

Are You Okay?
here are steps you can take to put
those feelings in perspective:
1. Information
Know the facts about CoViD-19.
Be informed about how to protect
yourself and others. understanding
the risks and sharing accurate
information with people you care
about can reduce stress and help
you make a connection with others.
information is useful - but too much
information can be unhelpful. limit
news intake to what is providing
new information, and stick to
reliable news sources. There's no
benefit to watching the same news
over and over, and hearing about
the pandemic repeatedly can be
upsetting and mentally exhausting.

2. Connect with others
Talk with people you trust about your
concerns, how you feel, or how the
CoViD-19 pandemic is affecting
you.
• Connect with others through
phone calls, email, text
messages, mailing letters or
cards, video chat, and social
media.
• Check on others. helping others
improves your sense of control,
belonging, and self-esteem.
look for safe ways to offer social
support to others, especially if
they show signs of stress, such
as depression and anxiety.

Communicate with your co-workers,
supervisors, and employees about
job stress while maintaining social
distancing (at least 6 feet).
• identify things that cause stress
and work together to identify
solutions.

it's normal for people to have these
types of feelings right now:
1. anxiety, particularly about being
separated from loved ones.
2. Concerns for your physical
safety and that of others.
3. Guilt about not being able to
fulfil responsibilities, such as
work, parenting or caring for
dependents.
4. Boredom or isolation.
5. Thoughts of blame, worry or
fear.
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•

Talk openly with employers,
employees, and unions about
how the pandemic is affecting
work. expectations should be
communicated clearly by
everyone.
ask about how to access
mental health resources in your
workplace.

3. Be patient with yourself and
others.
it's common to have any number of
temporary stress reactions, such as
fear, anger, frustration and anxiety.
hold an image in your mind of the
best possible outcome. Make a list
of your personal strengths and use
these to help both yourself and
others stay emotionally intense.
4. Keep up daily routines
identify those things you do not
have control over and do the best
you can with your resources.

Keep up daily routines and make
changes only when necessary.
Maintaining regular schedules and
routines is a good way to keep
anxiety at bay and feel normal.
even if some changes need to be
made, maintaining the overall
routine is helpful.
• Keep a regular sleep schedule.
• Take breaks from work to
stretch, exercise, or check in
with your supportive colleagues,
co-workers, family, and friends.
• spend time outdoors, either
being physically active or
relaxing.
• if you work from home, set a
regular time to end your work
for the day, if possible.
• Do things you enjoy during nonwork hours.
Take care of your pets, which can
be an essential part of your support
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system. like people, pets react to
changes in their environment and
routine, so their behaviours may
change, as well. Keep track of their
well-being and take care of their
needs as best you can.

How to Get Help
1. If you have any queries
related to health:
Get online consultation from health
professional from the comfort of
your one home at
https://www.doc2us.com/ or
download the app via Google Play
or appstore

Doc2us aims to be your pocket
doctor at your fingertips. With its
name synonymous with "talk to us",
Doc2us is a mobile application that
allows you to talk to a doctor or any
healthcare professionals via text
chat at any time and from
anywhere.
2. If you are feeling
overwhelmed with emotions
like sadness, depression, or
anxiety:
i.

BEFRIENDERS

Befrienders is a not-for-profit
organisation providing emotional
support 24 hours a day, seven days
a week, to people who are lonely, in
distress, in despair, and having
suicidal thoughts - without charge.
hotline numbers:
• Kl: 03-7956 8145 (24 hours)
• ipoh: 05-547 7933 (4pm to
11pm)
• Penang: 04-281 5161 (3pm to
midnight)
e-Mail: sam@befrienders.org.my
Website:
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https://www.befrienders.org.my/
ii. LIFE LINE ASSOCIATION
MALAYSIA
lifeline association Malaysia offers
free consultation service face-toface, over the phone and through
email. Their motto is 'help is as
close as the telephone".

Counselling hotline: 03-42657995
e-Mail: counselling@lifeline.org.my
Website: http://lifeline.org.my/cn/
iii. WOMEN'S AID
ORGANISATION (WAO)
Wao provides free and confidential
services to survivors of domestic
violence, rape, and other forms of
violence.
Contact number:
Wao hotline: +603 7956 3488
Wao sMs/Whatsapp line, Tina :
+6018 988 8058
General enquiries: 03 7957 5636 /
0636
e-Mail: info@wao.org.my
Website: https://wao.org.my/

Reference :
1. https://www.aia.com.my/en/what
-matters/health-wellness/takingcare-of-your-mental-healthduring-the-pandemic.html
2. https://www.cnbc.com/2020/03/
20/coronavirus-tips-forprotecting-your-mental-healthduring-quarantine.html
3. https://yalehealth.yale.edu/covid
-19-managing-stress
This article was written by Young
MICPA Task Force Member, Izzati
Aziz, Manager, Audit and
Assurance at Deloitte PLT
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MASB Update
MASB Publishes Amendment to
MFRS 16 Leases on Covid-19Related Rent Concessions
Beyond 30 June 2021
The Malaysian accounting
standards Board (MasB) has
issued Covid-19-Related Rent
Concessions beyond 30 June 2021
(amendment to MFRs 16 leases).

The amendment is word-for-word
Covid-19-Related Rent
Concessions beyond 30 June 2021
(amendment to iFRs 16 leases)
issued by the international
accounting standards Board.
About the Pronouncement
The original amendment, Covid-19Related Rent Concessions

(amendment to MFRs 16 leases)
was issued on 5 June 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 amendment exempts
lessees from having to consider
individual lease contracts to
determine whether rent
concessions occurring as a direct
consequence of the Covid-19
pandemic are lease modifications
and allows lessees to account for
such rent concessions as if they
were not lease modifications.

(www.masb.org.my)

This amendment extends the
availability of the practical
expedient provided in 2020 so that
it applies to rent concessions for
which any reduction in lease
payments affects only payments
originally due on or before 30 June
2022, provided the other conditions
for applying the practical expedient
are met.

amendment to MFRs 16 shall
apply for annual reporting periods
beginning on or after 1 april 2021.
earlier application is permitted,
including in financial statements not
authorised for issue at 31 March
2021.

IASB Update
IASB Clarifies the Accounting for
Deferred Tax on Leases and
Decommissioning Obligations
The iasB (Board) recently issued
targeted amendments to ias 12,
the iFRs standard on income
taxes, to specify how companies
should account for deferred tax on
transactions such as leases and
decommissioning obligations.
ias 12 income Taxes specifies how
a company accounts for income
tax, including deferred tax, which
represents tax payable or
recoverable in the future.
in specified circumstances,
companies are exempt from

recognising deferred tax when they
recognise assets or liabilities for the
first time. Previously, there had
been some uncertainty about
whether the exemption applied to
transactions such as leases and
decommissioning obligations—
transactions for which companies
recognise both an asset and a
liability.
The amendments clarify that the
exemption does not apply and that
companies are required to
recognise deferred tax on such
transactions. The aim of the
amendments is to reduce diversity
in the reporting of deferred tax on

(www.iasb.org)

leases and decommissioning
obligations.

The amendments are effective for
annual reporting periods beginning
on or after 1 January 2023, with
early application permitted.
IASB Proposes Amendments
Setting Out Accounting for When
No Foreign Exchange Rate Exists
The iasB (Board) recently
published for public consultation
proposed amendments to ias 21
The Effects of Changes in Foreign
Exchange Rates. The proposed
amendments aim to help
companies determine whether a
www.micpa.com.my
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currency can be exchanged into
another currency, and what
accounting to apply if the currency
cannot be exchanged.

ias 21 sets out the exchange rate a
company uses when it reports
foreign currency transactions or a
foreign operation’s results in a
different currency. however, the
standard does not set out the
exchange rate to use when there is
no observable exchange rate the
company can use—such as when a
currency cannot be converted into a
foreign currency. The Board’s
proposed amendments to ias 21
would help companies identify if
this situation applies to them and
the accounting to apply when it
does.

The proposed amendments would
improve the usefulness of the
information provided to investors by
requiring a consistent approach to
determining whether a currency is
exchangeable into another currency
and, when it is not, determining the
exchange rate to use and the
disclosures to provide.
The deadline for comments is 1
september 2021.

Bertrand Perrin to join IASB
The Trustees of the iFRs
Foundation have appointed
Bertrand Perrin as a member of the
iasB (Board).
Mr Perrin, from France, has
extensive experience as a preparer
and has worked closely with the
Board and the Foundation for
several years, most recently as a

May - June 2021
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member of the iFRs interpretations
Committee, which he joined in
2016.
he joins the Board on 1 July 2021
for an initial five-year term from his
current position as Director of
accounting standards and special
Projects at Vivendi, a european
content, media and
communications group
headquartered in France. in this
role, he has managed the
implementation of various iFRs
standards, integrated new
businesses acquired and led the
co-ordination of group-wide
financial reporting aspects.
Before starting at Vivendi in 2003,
he spent nine years as an external
auditor at salustro Reydel, at the
time a member firm of RsM
international.

Mr Perrin also currently serves as a
member of eFRaG’s advisory
Panel on intangibles.
he has a Master’s degree in
Business administration from
audencia Business school in
nantes.
The Board comprises members
from varied professional and
geographical backgrounds. Mr
Perrin will fill one of the european
seats, succeeding Françoise
Flores, whose term ends in June.

erkki liikanen, Chair of the
Trustees, said, “on behalf of the
Trustees, we look forward to
welcoming Bertrand. his
experience in applying iFRs
standards will provide helpful
insight in our standard-setting work.

i would also like to thank Françoise
for the valuable contributions she
has made to the Board’s work.”

Bertrand Perrin said, “i look forward
to joining the Board and
participating in the continuous
improvement of financial reporting
through the standard-setting
process, by providing the
perspective of a former preparer.
indeed, i am most honoured to
have the opportunity to serve the
public interest and contribute to the
public good.”
IASB Seeks Comments to Help
Shape its Five-Year Plan
The iasB recently published a
consultation document to seek
views on what the Board’s priorities
should be over the next five years.
This is the third time the Board has
consulted the public via an agenda
consultation to help create its fiveyear plan.
The Board is asking for views on
the strategic direction and balance
of its activities—for example, how
much time it should spend on
developing new iFRs standards
compared with that spent on its
other activities, such as supporting
consistent application of the
standards.

The Board is also seeking views on
which financial reporting issues it
should prioritise and on the criteria
for adding projects to its work plan.
The feedback received will help the
Board determine its activities and
work plan for 2022 to 2026.

some of the Board’s capacity
during the period from 2022 to 2026
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will be devoted to completing
projects already underway and to
post-implementation reviews that
assess whether recently issued
iFRs standards are working as
intended. however, the Board also
expects to have capacity to take on
some new projects.

hans hoogervorst, Chair of the
Board, said, “The agenda
Consultation provides an important
opportunity to help shape the
Board’s priorities and the future of
financial reporting—i encourage all
those with an interest in financial
reporting to share their views.”
in parallel with the Board's agenda
Consultation, the Trustees of the
iFRs Foundation are considering
the establishment of a sustainability
standards board to operate
alongside the international
accounting standards Board within
the Foundation’s governance
structure.
The Board is asking for stakeholder
comments on the Request for
information Third Agenda
Consultation by 27 september
2021. access the investor
Perspective article, where Board
Member Zach Gast is encouraging
investors to take part in the agenda
Consultation.

IASB Proposes a New Approach
that Opens the Way to Better
Communication in the Notes in
Financial Statements
The iasB (Board) is seeking public
comments on a new approach to
developing disclosure requirements
in iFRs standards and new
disclosure requirements for the
standards on fair value

measurement and employee
benefits. These proposals would
enable companies to enhance their
judgement and reduce ‘boilerplate’
information, giving investors more
useful information.

The notes in financial statements
sometimes include too little relevant
information, too much irrelevant
information and information
disclosed ineffectively.
stakeholders say this typically
occurs when the requirements in
iFRs standards are treated like a
checklist without applying effective
judgement.

Responding to stakeholder demand
for the Board’s help in addressing
these issues, the Board has set out
a new approach to developing the
disclosure requirements in iFRs
standards. Disclosure requirements
developed using this approach are
intended to better enable
companies, auditors and others to
make more effective materiality
judgements and thus provide
disclosures that are more useful to
investors.
The new approach is written as
draft guidance for use by the Board
when developing disclosure
requirements in individual
standards. in applying this
guidance, the Board aims to:
•

•

enhance investor engagement
to ensure the Board has an indepth understanding of
investors’ information needs
and clearly explains those
needs in the standards;
give greater prominence to the
objective of disclosure
requirements, requiring

•

companies to apply judgement
and provide information to meet
the described investor needs;
and
minimise requirements to
disclose particular items of
information, and instead to help
companies focus on disclosing
material information only.

The Board has tested this new
approach using two iFRs
standards—iFRs 13 Fair Value
Measurement and ias 19
employee Benefits—and has
proposed amendments to the
disclosure requirements in those
standards in the exposure Draft.
The Board is seeking stakeholder
feedback on whether the proposed
new approach to developing
disclosure requirements and
proposed amendments to iFRs 13
and ias 19 would help companies
and others improve the usefulness
of information disclosed.

hans hoogervorst, Chair of the
Board, said, “We believe this new
approach to developing disclosure
requirements in iFRs standards
can serve as a catalyst to improving
information to investors; however,
real improvements can only be
achieved if all those involved—
companies, auditors, regulators and
investors—work together.”
The Board is asking for stakeholder
comments by 21 october 2021.

www.micpa.com.my
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IFAC Update
Enabling Sustainability a Priority
for Accountants in Business &
Public Sector
iFaC’s Professional accountants in
Business (PaiB) advisory Group has
compiled insights on key global
trends impacting the future
readiness of the accountancy
profession in a new report enabling
Purpose Driven organisations:
PaiBs leading sustainability and
Digital Transformation.
This report includes highlights from
the PaiB March 2021 meeting,
focusing on:
•

•
•

•
•

enabling value creation and
sustainability
Delivering on climate change
how procurement and supply
chain operating models are
changing the role of finance
functions
The changing nature of work and
remote finance Gen Z and the
future of accountancy
Public sector priorities to support
CoViD-19 recovery

iFaC PaiB advisory Group Chair
sanjay Rughani says: “it is
important we continue to drive
forward the key areas of the PaiB
agenda and share our learnings
across the global accountancy
profession. Together, we can enable
a PaiB-relevant profession that is
attractive to the new generation
entering the workforce.”
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IFAC and CPA Canada Release
Report on The Professional
Accountant’s Role in Data
Together with Chartered
Professional accountants of Canada
(CPa Canada), the iFaC released
The Professional Accountant’s Role
in Data.
as economies digitise, the
accountancy profession must adapt
to contribute strategically. The
Professional Accountant’s Role in
Data outlines a new model, the data
management value chain, in which
accountants can, by building upon
key competencies, reimagine their
roles to meaningfully contribute to
the digital economy.

stathis Gould, director of advocacy
at iFaC says: "This is an urgent and
opportune moment for the
accountancy profession to leverage
the disruption of the expanding
digital economy, embrace enhanced
roles in the data management value
chain, and guide businesses and
organisations of all kinds into a
sustainable and prosperous future."
The Professional Accountant’s Role
in Data is featured on both the iFaC
and CPa Canada’s websites and
available to download for free.

(www.ifac.org)

IFAC Encourages a Building
Blocks Approach for Reporting
Sustainability-Related
Information
iFaC recently published a revised
building blocks approach to
reporting sustainability information—
enhancing its previously issued
roadmap, The Way Forward. iFaC
hopes to foster discussion on how
this approach can deliver a global
system for consistent, comparable,
and assurable sustainability-related
information that best meets the
needs of investors and other
stakeholders.

iFaC Ceo Kevin Dancey said, “as
the iFRs Foundation continues to
consider establishing a new
international sustainability
standards Board and as jurisdictionspecific initiatives progress, iFaC is
lending its voice to clarify how
components can best fit together to
meet the needs of all stakeholders.
The iFRs initiative—as well as
jurisdiction-specific initiatives—
should build on what already exists,
help create or contribute to a global
system, and accommodate different
views of what information
stakeholders require. The building
blocks approach makes this
possible.”

iFaC supports a new standardsetting board under the iFRs
Foundation that can lead to the
coordination and harmonisation of
reporting and provide a baseline of
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requirements addressing
sustainability information that is
material to enterprise value. The
iFRs Foundation has proposed
amendments to the Constitution of
the Foundation as it continues to
consider establishing a new board.
iFaC encourages its member
organisations to submit comments
to this iFRs Foundation
consultation.

iFaC welcomes feedback on the
building blocks approach and plans
to engage with stakeholders at
future iFaC events addressing the
broader journey to an enhanced
corporate reporting world.
Generation Z is a ‘Catalyst of
Change’ in the Workplace, but
They are Doubtful About the Role
of Business
The first digital native generation
entering the workforce is being
shaped by the unique world
catastrophes they’ve lived through in
their young lives, finds a global
report from aCCa (the association
of Chartered Certified accountants)
and iFaC.
The views of 9,000 18 to 25-yearolds are published in
Groundbreakers: Gen Z and the
future of accountancy and reveal
their primary concerns are around
job security, well-being and mental
health, offering a wakeup call to
employers who need to show they
care.

While survey respondents are
broadly convinced that businesses
have a positive impact on wider
society (69%), they think there is
significant room for improvement
from business leaders. They see
accountancy as an attractive career

– providing long term prospects and
portability with access to jobs that
span internationally and across
industries – but it’s also clear this
generation questions business’
integrity.

They believe businesses continue to
prioritize the maximisation of returns
to investors (66%) over taking care
of customers (53%) and employees
(47%). They are also less convinced
that business leaders have integrity
and do what they say (41%) and
fewer of them believe businesses
are currently pulling their weight in
fighting climate change (39%).
aCCa and iFaC say the findings of
this global research are very
relevant for employers regardless of
the sector, and that meeting this
generation’s needs and addressing
their concerns will be essential to
thrive. For the accountancy
profession specifically, its central
purpose to create sustainable value
for organisations while acting in the
public interest places it in a unique
position to harness this opportunity.

“This 18 – 25-year-old age group of
Gen Z is smart, connected,
ambitious yet realistic – but they
have concerns about the future and
how business operates,” said helen
Brand, chief executive of aCCa.
“What we see from this research is
young people at the outset of their
accountancy careers keen to play
their part in economic renewal.
They’ll bring their talents and
aspirations into the workplace and,
through them, transform the future
of accountancy for the modern
world. employers of all sizes need to
be aware of this generation’s hopes
and ambitions and the value they
can bring.”

“shaped by economic crises, the
current climate emergency, and
most recently the global pandemic,
Generation Z is coming of age
during a very difficult and
challenging period in global history,”
said Kevin Dancey, chief executive
officer of iFaC. “leaders of
Professional accountancy
organizations (Paos), global
network firms, and industry, not only
have an opportunity to welcome this
new generation of accountancy
leaders into our organisations, but to
actively learn from them.

although no one knows exactly what
the future may hold, one thing is for
certain: Generation Z accountancy
professionals have a critical role to
play in our future.”
Groundbreakers: Gen Z and the
future of accountancy offers
employers 10 ways to harness the
potential of Gen Z:

1. Tap into Gen Z’s digital
mastery: astute enterprises are
seeing Gen Z as fantastic
ambassadors and early adopters
to encourage the rest of the
business to digitally transform.
2. Think “intrapreneurship”:
Create a culture where young
people can bring their
entrepreneurial thinking and
capabilities to fruition within the
relative safety of an
organization.
3. Use social to recruit and
recognise the power of peers:
Beyond social media, activities
such as using Gen Z ‘brand
ambassadors’ who are authentic
and believable on university
campuses to encourage peers to
be interested in organizations
can pay dividends.
4. Be authentic and listen to Gen
Z: Gen Z values authenticity and
www.micpa.com.my
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sees it as a key factor in making
initial decisions about joining an
organization.
5. Focus on well-being: Gen Z is
concerned about their wellbeing, so employers need to
support this.
6. Align organisation purpose
with individual development
needs: organizations need to
articulate what they stand for,
their purpose and impact on
wider society. Gen Z is keen to
understand how the organisation
makes a difference and what
their contribution could be to the
vision of the enterprise.
7. Create collaboration
opportunities across the
workforce: To help Gen Z
progress, make them part of the
bigger picture.
8. Reward on outcomes not
inputs: employers need to focus
on outcomes and the results
achieved, rather than hours
spent on a task.
9. Give continual feedback:
Create a culture of continual
feedback and acknowledgement
-this is essential in engaging
Gen Z as they’ve grown up in a
world of instant communication
and rating opportunities through
digital.
10. Rethink learning: Make it short
and visual to encourage Gen Z’s
learning.
IFAC Sees Continued Opportunity
to Harmonise Corporate
Sustainability Reporting
iFaC welcomes the publication of
the much-anticipated draft text of the
european union’s revised Corporate
sustainability Reporting Directive.
This ambitious proposal
demonstrates leadership on the
issue of corporate reporting. The
legislation seeks to put
sustainability-related reporting on
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the same footing as traditional
financial reporting. This is long
overdue. specific proposals, such
as where sustainability information
is reported, mandatory assurance, a
digital reporting taxonomy, and
expanded scope for oversight by
audit committees, are all important
elements of enhancing the corporate
reporting ecosystem to include
sustainability-related information.
as progress on the iFRs
Foundation’s sustainability
standards Board accelerates, iFaC
believes policymakers have a
unique opportunity to build a truly
global system for sustainability
reporting. We hope the eu’s
important work ultimately contributes
to—and amplifies the impact of—the
emerging global system.
iFaC Ceo Kevin Dancey said, “it is
great to see a commitment to the
needs of investors as well as other
stakeholders, and to cooperation
and alignment with international
initiatives, including proposed work
of the iFRs Foundation as well as
the efforts of various public
authorities. iFaC urges the iFRs
Foundation to move with speed so
that the benefits of baseline
standards for enterprise value
reporting will be available to all
jurisdictions, while preserving the
flexibility for disclosures that meet
local needs addressing wider
sustainability development goals.
These are truly exciting times. We
will continue to engage with the
various stakeholders in this space
as we all work toward the shared
goal of a global system for reporting
sustainability-related information in
the public interest.”

IFAC Continues to Advocate for
Convergence in Global
Sustainability Standards
iFaC, continues its work to support the
establishment of global sustainability
standards in the public interest.

in this regard, iFaC endorses the most
recent actions announced by the iFRs
Foundation Trustees and iosCo.
specifically, iFaC supports the iFRs
Foundation’s formation of a working
group and efforts to set up a multistakeholder expert consultative
committee, both of which will
accelerate progress towards a
successful standards setting board.
These steps demonstrate the iFRs
Foundation’s focus on delivering with
speed by leveraging and bringing
together the work of existing initiatives.
iFaC further supports iosCo’s
establishment of a new Technical
expert Group under its sustainable
Finance Task Force, which
demonstrates growing international
demand for the work of the iFRs
Foundation.

iFaC Ceo Kevin Dancey said, “iFaC
reiterates its support for the iFRs
Foundation to establish an
international standard setting board
with a focus on enterprise value
creation, a unique connection to the
work of the iasB, and backing from
iosCo and other authorities. This
approach offers the quickest and most
effective route to a baseline of
internationally consistent sustainabilityrelated disclosures for enterprise value
creation developed in the public
interest. iFaC calls for international
collaboration and cooperation to make
this initiative a success.”
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Caveat Emptor! The New Scope and Powers of Homebuyers’ Tribunal.

T

he introduction of the
Tribunal for Homebuyer
Claims (Tribunal) in 2002
was a much celebrated measure by
the Parliament to better protect the
interests of homebuyers. The
Tribunal was established to simplify
the process for homebuyers in
seeking legal recourse against
developers who may have
breached certain terms of the sale
and purchase agreement (SPA).

By Leonard Yeoh and Nurul Qarirah
After almost 20 years since the
establishment of the Tribunal, the
Federal Court in a recent landmark
case, Country Garden Danga Bay
Sdn Bhd v Tribunal Tuntutan
Pembeli Rumah & Anor had the
opportunity to explore the scope of
the Tribunal’s jurisdiction and
powers. In this case, a housing
developer filed an appeal to the
Federal Court against the Tribunal’s
decision to award RM50,000 to a

purchaser. The purchaser’s main
claim in the Tribunal was that he
was given a wrong unit which
allegedly did not correspond with
the display model at the
developer’s showroom.

We discuss below two key
takeaways from the decision of the
Federal Court.

www.micpa.com.my
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The importance of the
SPA

One cannot have the
cake and eat it

one of the most important decision
of the Federal Court in the above
case is that the Tribunal is only
empowered to hear claims that are
based on the express terms of the
sPa.

say a homebuyer had purchased a
housing accommodation, and after
three years, the developer is finally
ready to hand over vacant
possession to the homebuyer. The
homebuyer then inspected the unit,
signed a form to confirm that they
have accepted vacant possession,
and proceeded to renovate the unit
to suit their liking. Can the
homebuyer subsequently file a
claim against the developer that
they have been given the wrong
unit or the unit does not comply
with the sPa?

in Malaysia, the sPa for a housing
accommodation from a developer is
prescribed under the statute and no
homebuyer or developer is allowed
to contract out from that statutory
sPa. The statutory terms must be
reflected in the actual sPa signed
by the parties, and the developer
will commonly include additional
terms such as the floor plan and the
features of the actual unit.
in reality, this may not seem as
straightforward. often when
promoting a housing development
project, the developer would rely on
additional materials such as
brochures, display models and
show houses. some of the
displayed features may be solely
for illustration or aesthetic purposes
and were never meant to be part of
the unit itself.
This is where the sPa comes into
place. it is very important for every
homebuyer to look at the sPa
carefully before signing it, so as to
ensure that all of the features they
expect in the unit are included in
the sPa itself. in the event that the
accommodation units do not
comply with the sPa, the
homebuyers will be able to file their
claim against the developers with
the Tribunal.
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This was one of the questions
posed by the developer in the
above case. after considering the
conduct of the homebuyer, the
Federal Court decided that the
homebuyer had accepted the unit
and therefore could no longer bring
or estopped from bringing a claim
against the developer for allegedly
giving him a wrong unit.

This case bears an important
lesson for all homebuyers and
developers. any complaints
regarding the unit must be made at
the earliest stage possible and
homebuyers must assert their rights
sooner rather than later. Before
accepting vacant possession, it is
crucial for homebuyers to
thoroughly inspect their units and
ensure that they have received
everything they were promised in
the sPa. if the homebuyer decides
to accept vacant possession and
exercises rights of ownership
despite the unit being noncompliant with the sPa, the
homebuyer cannot later on turn

around and claim for rescission of
the sPa. This is not limited to cases
where homebuyers renovated the
unit, but may also include other
conduct such as staying in the unit,
leasing the unit or gifting the unit to
someone else.
although the Tribunal was meant to
provide homebuyers with a better
access to justice, this does not
mean that the Tribunal is free to act
as it pleases or the interest of the
developer is completely
disregarded. The Federal Court has
made it clear that the Tribunal
ought to act within the limits of its
jurisdiction and homebuyers ought
to be vigilant in enforcing their
rights against the developers.
Leonard Yeoh is a partner and
Nurul Qarirah is a legal associate
with the legal firm, Tay & Partners.
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NEWS from Down Under
By Chartered Accountants Australia and New Zealand

Another step towards more

G

accurate sustainability reporting
overnments and
businesses around the
world are stepping up their
response to the climate crisis and
stating their intentions to become
carbon neutral.

increasingly, large companies are
reporting on their efforts to make
their businesses sustainable. Most
of the world’s largest 250
companies now periodically
produce sustainability reports on
which auditors provide assurance.

an increase in adoption of the
recommendations of the Task
Force on Climate-related Financial
Disclosures (TCFD) amongst
organisations worldwide and
recent commitments from new
Zealand and the united Kingdom

to mandate these disclosures for
certain entities, suggest the
appetite for sustainability reporting
is gathering momentum.

our February 2020 call to action
explained the significant role the
accounting profession can play in
achieving both climate change
mitigation and adaptation at
individual business, industry sector
and economy-wide levels.
Professional accountants can
ensure transparency and
appropriate disclosure around
climate-related risks and
opportunities, which in turn will
help to maintain financial stability.
They can also support sustainable
decision-making within the
organisations they work for by

allocating budgets and resources,
and by developing high quality and
timely information and insights
through measurement and
disclosure, built on robust and
transparent accounting systems.
as much as 45 per cent of the
world’s carbon is stored by trees
and many companies seeking to
offset their carbon footprint choose
to plant trees. one of the main
challenges for accountants,
however, is accurately calculating
carbon sequestered by such
programs.
To better understand how to
capture, manage and report on
carbon sequestration, researchers
from the university of Melbourne’s
departments of botany and
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accounting collaborated with the
Royal Botanic Gardens Melbourne
(RBGM). They drew on more than
25 years of tree data to develop
carbon capture models for different
tree species and ages.
Chartered accountants australia
new Zealand supported the
project, which was the first
comprehensive study of its kind in
an australian urban environment.
as a multiyear project, funded by
the australian Research Council, it
is excellent to see the results
come through at such a critical
time.

Through their analysis,
researchers created an empirical
equation that accountants can now
use to more accurately calculate
carbon capture as trees grow and
significantly reduce errors.
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This empirical equation is available
for any accountant to use and will
underpin all future carbon
reporting, providing greater
opportunities for higher levels of
assurance to emerge in the future.
The insights from this research will
provide important data to inform
both the disclosure and the
decision making which underpins
it. For example, information on the
carbon sequestration of trees by
age and species can help
organisations make better
decisions as to the carbon benefit
from their natural assets. The
results can also influence urban
design and planning as cities seek
to grow sustainably.
The project also demonstrates the
tangible benefits of collaborating
across disciplines. Collaboration
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enhances accountants’ ability to
report more accurately on the
impact of activities that aim to
tackle some of the world’s biggest
challenges, such as living
sustainably.

as influential members of every
sector of the economy,
professional accountants are
uniquely positioned to help affect
meaningful and positive change in
a collective effort. This project
provides important data to help
them play their crucial role in
addressing climate change.

You can find the full report at
https://www.charteredaccountants
anz.com/news-andanalysis/insights/research-andinsights/another-step-towards-mor
e-accurate-sustainability-reporting
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WORLD

News

United Kingdom
FRC Issues Minor Amendments
to ISRE 2410 on Interim Reports
The Financial Reporting Council
(FRC) has issued minor
amendments to the audit rules for
international standard for Review
engagement (uK) 2410, but is
holding back on any significant
updates until the government's
audit reforms are implemented.

This particular standard focuses on
the review of interim financial
information performed by the
independent auditor of the entity.
The revised standard provides
additional clarity on auditor
responsibilities, strengthens the
review procedures required on
management’s going concern
assessments and strengthens
reporting requirements in relation to
going concern.
This is the first revision since the
standard was originally issued in
2007 but FRC said in the feedback
statement that it had only made
very limited amendments as
‘implementation of Brydon’s
recommendations by the
government may have implications
for interim financial information. as
a result, we believe it is appropriate
to postpone a full-scale revision of
the standard, pending the outcome
of the consultation’.

This means that there are only
limited revisions to isRe (uK) 2410
which relate to going concern, and
some updated references, ensuring
style and format are consistent with
modern auditing and assurance
standards and revised sections
which detail the applicable financial
reporting framework requirements
for the preparation of interim
financial statements.

For a review of consolidated group
interim financial information, the
auditor traces the financial
information of group components to
the consolidation schedules and
records of significant consolidation
journals and adjustments. The
auditor is not required to check the
financial information back to the
accounting records of individual
group components.
Going concern issues are one of
the most important changes in the
amended standard. The FRC has
expanded the guidance here,
stating that ‘where management

have changed their assessment of
the entity’s ability to continue as a
going concern since the last annual
financial statements, the auditor
shall perform review procedures on
management’s assessment of the
entity’s ability to continue as a
going concern to determine that:
the method selected, and any
changes made to the methods used
for the entity’s last annual financial
statements, are reasonable; any
calculations are accurately applied
in accordance with management’s
stated method; the underlying data
used to make any assessment of
the entity’s ability to continue as a
going concern is consistent with the
auditors understanding of the entity;
and the assumptions on which
management’s assessment is
made are reasonable based on the
auditor’s understanding of the
entity.
overall, most respondents were
supportive of the FRC’s desire to
clarify both the director’s and
auditor’s responsibilities and to
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require more detailed reporting on
the work undertaken in relation to
going concern. however, many
respondents also felt that some of
the new material potentially risked
confusing auditors’ responsibilities
in a review engagement with those
relevant to an audit of financial
statements. This was particularly
important as this standard only
relates to mid-year interims.
source: frc.org.uk

Hong Kong
FRC Signs Memorandum of
Understanding with HKICPA
The FRC and the hKiCPa share a
common goal in improving audit
quality and the standards of
professional conduct of Pie auditors
and of the accountancy profession
in general. under the Mou, the FRC
and the hKiCPa agree to refer
cases to each other, and to share
information to assist each other in
the timely exercise of their
respective functions.
The Mou was signed by Mr Marek
Grabowski, Ceo of the FRC and
Ms Margaret W.s. Chan, Chief
executive and Registrar of the
hKiCPa in the presence of Mr sam
hui, Deputy secretary for Financial
services & the Treasury (Financial
services), Dr Kelvin Wong,
Chairman of the FRC, Mr Raymond
Cheng, President of the hKiCPa
and senior management from both
parties.

“our members are best served by
regulators working efficiently
together, we are pleased to see our
two organisations sign this new
agreement. The hKiCPa has long
advocated audit quality and this
Mou will contribute to the continuing
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development of the hong Kong
audit market. Through close and
coordinated activities the hKiCPa
and the FRC can also work together
to ensure the high level of
confidence in our capital markets
remains, supporting hong Kong’s
long term development and
continuing development of the hong
Kong Pie audit market,” said Mr
Raymond Cheng of hKiCPa.

Dr Kelvin Wong, Chairman of the
FRC concluded fervently, “The new
Mou signed will ensure the FRC
and the hKiCPa to work even more
closely together in fulfilling the
objectives of the new independent
auditor regulatory regime for listed
entities in hong Kong. enhanced
information sharing and referrals will
enable co-ordinated effort to
achieve a robust regulatory regime
that drives high quality financial
reporting and auditing for listed
entities. This is in the interest of the
profession as well as the interests
of the investing public and the wider
public interest.”
source: hkicpa.org.hk

United States
PCAOB Proposes Rule to Create
Framework for HFCAA
Determinations
The Public Company accounting
oversight Board (PCaoB) recently
issued for public comment a
proposed rule related to the
PCaoB’s responsibilities under the
holding Foreign Companies
accountable act (hFCaa). The
Board requests public comment on
the proposal by July 12, 2021.

“Cooperation between the PCaoB
and our international counterparts is
vital to facilitating meaningful audit
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oversight and to strengthening
investor protection," said PCaoB
Chairman William D. Duhnke iii.
"This rule will enable the PCaoB to
fulfill its responsibilities under the
holding Foreign Companies
accountable act, a law passed with
extraordinary bipartisan support.”
Duhnke added: “The rule addresses
situations where overseas
authorities have denied the PCaoB
the access it needs to conduct its
mandated oversight activities.”
The proposed rule provides a
framework for the PCaoB to use
when determining, as contemplated
under the hFCaa, whether the
Board is unable to inspect or
investigate completely registered
public accounting firms located in a
foreign jurisdiction because of a
position taken by one or more
authorities in that jurisdiction. The
proposed rule would establish:
• The manner of the Board’s
determinations;
• The factors the Board will
evaluate and the documents
and information it will consider
when assessing whether a
determination is warranted;
• The form, public availability,
effective date, and duration of
such determinations; and
• The process by which the Board
can modify or vacate its
determinations.
in addition to a section addressing
background information and the
reason for the proposed rule, the
proposing release includes a
discussion of the proposed rule and
a section on economic
considerations. Questions upon
which the Board seeks public
comment are included throughout
the document.
source: pcaobus.org
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Malaysia’s Desaru Coast Emerges as
Prime Real Estate Investment Destination

M

Malaysia and Johor listed among top markets for Asian property buyers in 2020

alaysia offers a vibrant
culture, easy access to
other regional economic
hubs and attractive investment
returns in a young and dynamic
country that will likely see sustained
economic growth in the decade
ahead.

according to a 2020 study from
Juwai, an international property
market platform, the country now
ranks among the top five preferred
countries for asian real estate
investors, with Johor placing in the
top five buyer destinations within
Malaysia. Juwai iQi’s Malaysia
Residential Property index 2020

also notes continued confidence in
the country's real estate market
despite CoViD-19, with Johor
having the highest projected
average property price increases
compared to other states.
on Johor’s Desaru Coast, recent
economic and infrastructure
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developments have indeed
transformed the destination into a
desirable market for real estate
investors looking for beachfront
properties.

“The current global pandemic has
reshaped the real estate market in
destinations like Desaru Coast that
benefit from a prime beachfront
location, luxury offerings and
connection to major cities,” said Mr.
Micah Tamthai, Vice President of
Real estate, Minor international. “it
has underscored the importance of
nature and space, wellness and
well-being, and working or running
a business from virtually anywhere.
all of these trends have positively
affected demand for products that
address them – including the
anantara-branded luxury
residences.”
“For those who are looking to earn
rental returns from their real estate
investment, we are seeing a similar
shift in demand in the tourism
industry,” added Mr. Tamthai. “With
the pandemic reviving interest in
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domestic tourism and with off-thebeaten-path destinations like
Desaru Coast now accessible to a
more diverse group of travellers, we
think the timing could not be better
for those looking to benefit from
first-mover advantage as a
pioneering investor in this nascent
market.”

hotel room rates have been
steadily rising in Desaru Coast and
are expected to continue to perform
well post-pandemic. in their March
2021 market report on Desaru,
horwath hTl – a hotel, tourism and
leisure consulting firm – notes that
recent openings of the first luxury
hotels in the area have created
pent-up demand for higher-end

accommodation, and these hotels
have enjoyed healthy occupancy
because of their unique positioning,
differentiated product offerings and
lower room numbers.
To encourage domestic and
international tourism, the Malaysian
government has conceived a multibillion-dollar Desaru Coast Master
Development Plan, aimed at
creating a premium integrated
destination for those seeking an
authentic beachside experience.
Desaru Coast now features a
variety of hotels and resorts, two
championship golf courses, an
adventure waterpark, a waterfront
retail village and a convention
centre, with a wellness centre,
duty-free shopping and more retail
spaces being planned in the near
future. additional infrastructure will
include a jetty terminal connecting
Desaru Coast to the future Tanah
Merah Ferry Terminal and a bridge
potentially linking nearby

www.micpa.com.my

47 • l i F e

The Malaysian aCCounTanT

Pengerang to Changi, to further
boost travel from and to singapore
and beyond.

Minor international, one of the
largest hospitality, restaurant and
lifestyle companies in asia Pacific,
is the co-developer of anantara
Desaru Coast Residences, the
destination’s first resort branded
residences, together with Themed
attractions Resorts & hotels
(TaR&h), a subsidiary of Khazanah
nasional Berhad. anantara Desaru
Coast Residences features 20
three- and four-bedroom luxury
villas – each with between 3,100 to
6,426 square feet of fully furnished
living space, a private infinity pool
and direct access to the beach. The
residences are situated along 17
kilometres of pristine beach facing
the south China sea and managed,
maintained and serviced year-round
by the five-star anantara Desaru
Coast Resort & Villas. owners and
residents benefit from full access to
the resort’s world-class facilities,
including a private beach, a lagoon
pool, an ocean-fronting infinity pool,
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anantara spa, a fitness centre,
kids’ and teens’ clubs and a variety
of restaurants. anantara Desaru
Coast Residences’ three- and four-

bedroom private pool villas are
available for purchase at a starting
price of RM 7.5 million.
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Mohd Dzulfadhly Rozelan
higher education. i was
responsible for the overall direction
and strategy to promote Malaysia
as the preferred international
education hub.

Before that, i spent several years in
ekuiti nasional Berhad, working
primarily on strategy development
as well as process improvement.

My role
i am currently the Chief Financial
officer (CFo) of Minetech
Resources Berhad, a listed
company with active operations in
civil engineering, mining and quarry,
and manufacturing of bituminous
products. our latest venture is in
renewable energy, specifically solar
as well as in fintech.
as CFo, i am responsible for the
company’s overall financial goals
and objectives, ensuring financial
security and sound investment
decisions. i oversee cash
management activities, execute
fund-raising activities, and manage
investor relations. apart from the
strategic role, i am also involved in
supervising accounting tasks.

Previously i was the head of
Corporate strategy in education
Malaysia Global services, a GlC
under the purview of the Ministry of

MICPA Journey
upon completing my studies in new
Zealand and returning to Malaysia,
i started my career as an external
auditor at PwC back in 2009. it was
an exciting and challenging chapter
in my life - from learning the ropes
in auditing to managing clients,
colleagues, and superiors.
That was when i realised i needed
to develop myself to be a
professional with strong technical
and analytical skills combined with
an understanding of the business
world.

PwC was very supportive in
providing guidance and support for
its staff to obtain a professional
qualification. you could refer to your
managers for consultation, and the
firm also set up a series of talks by
professional bodies to guide us
towards the professional
qualification. i still remember
requesting timeouts from my
superiors to attend every talk
available.
The decision to choose the MiCPa
Programme over the others was
based on how i can differentiate
myself from my peers and what

would make me a well-rounded
professional. on top of that, the
dual qualification and recognition
from three countries – Malaysia,
australia, and new Zealand is
something unique that is not offered
by any other professional body. of
course, this would give us an edge
and help us stand out in the
accounting fraternity.
i feel that the Programme is
structured in such a way to address
the common issue faced by most
professional members, especially
those working for the Big 4. The
common issue is that these
professionals have very limited time
to commit to studies. hence, the
Programme has been designed to
provide sufficient studying and
learning opportunities to meet their
job requirements.
The modules and the workshops
were well-tailored towards
developing technical skills,
problem-solving skills, as well as
providing an excellent platform for
the candidates to build their
network. Throughout this
Programme, i made many friends
(and i am still in touch with some of
them) with diverse backgrounds,
professions and ambitions. To me
personally, this is the most
profound reward of this
Programme.
alhamdulillah, i managed to
complete the Programme in 1.5
years, completing all modules on
my first attempt. it was a very
memorable experience for me to
receive the MiCPa-CaanZ
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certificate on 11th august 2011 from
the then MiCPa President, Dato’
seri Johan Raslan, as the first
batch of candidates of the joint
Programme. i carry the title with
pride.
What is your definition of
success?
My definition of success is when
you can make others as successful
as you are. The starting point for
this to happen is to have the desire
to help others be successful within
their own specific roles and
responsibilities. i always believe in
investing time to grow and develop
the people surrounding you. it is an
amanah or responsibility.

My other measure of success is
how much your colleagues,
subordinates and the people
around you put their trust in you.
on the other hand, in dealing with
our subordinates, trust is the
highest form of human motivation. it
brings out the very best in people.
When faced with two equallyqualified candidates, how do you
determine whom to hire?
The person with the higher Sense
of Reality will be my preferred
candidate. life is becoming more
complex. We face bigger
challenges in our working
environment. a person with a high
Sense of Reality will be able to
manage his or her expectations
accordingly.
one other commendable trait to
look for is the Sense of Ownership.
This Sense of Ownership goes
beyond the job scope. he or she
will take ownership of an issue or
situation, even if it is not within the
job scope until it is properly handed
over to the right person in charge.
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What do you enjoy doing outside
of work?
i like to travel, spending quality time
with my immediate family as well as
my siblings and parents. Before the
MCo, i would plan for family
holidays twice a year, one local and
one overseas, bringing along my
siblings and my parents. The last
destination was new Zealand,
where i took them to visit my alma
mater, the university of auckland. i
had precious fond memories
completing my studies there.
i am also involved in the Residents’
association where i live. i was
elected Treasurer for one term, and
i now serve as a committee
member. it is one way of
contributing back to the community.
What advice would you give
someone going into a leadership
position for the first time?
one of the important traits that i try
to emulate from my previous
superiors is to listen effectively. We
can learn a lot from our
subordinates and peers, especially
when going into a leadership
position for the first time. More
importantly, it is to listen with the
intent to understand instead of
listening with the intent to reply.
secondly, do not be afraid to
empower subordinates whenever
it is appropriate to do so. This is, of
course, after providing them with
the necessary guidance and
leadership and investing time to
prepare them.
What advice would you give to
rising young accounting
professionals?
one of the most inspiring speeches
i have ever heard was by Denzel
Washington on falling forward.
Frankly speaking, i am very used to
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hearing advice to ensure that you
have something to fall back on. But
this new term of falling forward is
about embracing the fact that we will
inevitably fail at some point in our
life. Quoting his speech, Thomas
edison conducted 1,000 failed
experiments, but the one thousand
and first one gave us the lightbulb.
every failed experiment is one step
closer to success. so, fall forward.
Take the opportunity to try out
something new and take risks but
ensure that you learn something
new to progress or improve from
every failure.
What is one characteristic that
you believe every leader should
possess?
a leader must be Principle
Centered. Principles are
fundamental truths. Principles are
bigger than people or
circumstances. Principles do not
change regardless of external
conditions. a Principle Centered
leader is not restricted by the
actions, attitudes or behaviours of
others. a Principle Centered leader
will try to stand apart from the
emotion of any situation and
evaluate the best options he or she
has.

