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INTRODUCTION

Delivering customer value is presently
the catchword of every service provider,
more so when that service involves finan-
cial information. In fact, the contempo-
rary consumer’s charter demands it. In
return, the providers ask that they must
be fairly and adequately compensated for
such service. If an economic formula can
be conjured up, then this demand and
supply situation may look like this:

Value Delivered = Fair Value Fee Payment

The above formula looks simple enough,
but in reality this value proposition has
presented the accounting and auditing
fraternity with untold headaches. Simple
questions like how the value is to be
determined and who decides the fair
value fee are not easy to answer.

There are three key participants in
this arena: the auditing and accounting
fraternity, the users of financial state-
ments and the monitors of the profession.
In the Malaysian context, we have the
MIA members’ fraternity as the provid-
ers of the service; the clients and the
general public as the users of the service,
directly or indirectly, and lastly there is
the Malaysian Institute of Accountants
(MIA), the Guiding Angel! Each, in their
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review

respective sphere of influence, plays a
key role in determining and enhancing
the value delivered and the value paid.

THE PRACTICE REVIEW

Since 2004, more than 250 practicing
firms have been reviewed. The findings
of Practice Review are not something that
we can be proud of. We call ourselves
Professional Accountants, yet some of
the findings showed that we still have
a few hurdles to cross and much soul
searching to do. Personally, I believe in
the resilience of our members. All is not
lost yet! A renowned management guru
once noted that businessmen wanted to
improve and move forward but they do
not know how! Given the ‘know how’ I
am sure our members can and will move
forward. We are dealing with an ever-
evolving profession; keeping tabs on the
ever-changing auditing and accounting
standards is a daunting task. This is a fact
of life for some of our Small and Medium-
sized Practitioners (SMPs).

Having said that, it does not help
the profession either that the methodol-
ogy adopted by the Practice Review left
much to be desired. This culminated
in a member’s resolution at the Annual
General Meeting (AGM) of 2009 propos-
ing a new framework in Practice Review
methodology.

A NEW BEGINNING?

Billy Kang, Chairman of the Audit Practice Subcommittee

We are dealing with
an ever-evolving pro-
fession; keeping tabs
on the ever-changing
auditing and account-

ing standards is a
daunting task. This
is a fact of life for
some of our Small
and Medium-sized

Practitioners (SMPs).

Regardless of the methodology that
the review employed, we the Practitioners,
as the providers of service, should not sac-
rifice quality for economic gains. As a pro-
fessionally trained auditor, our proposition
to our clients is that we have the skills and
knowledge to discharge our responsibility
for the job we are engaged for. If we are
distracted from this proposition, we would
have failed our clients and our profession.

MIA introduced Practice Review for
member firms practicing assurance serv-
ices in 2003. However, the quality control
framework in the form of International
Standard for Quality Control 1(ISQC
1) was only issued by the International



Federation of Accountants (IFAC) in 2006!
So, in a way MIA had put the cart before
the mule! The methodology adopted by
MIA was designed prior to the introduc-
tion of ISQC 1 and it was then based
on International Standards on Auditing
(ISA) 220 which has also been recently
redrafted. As a result, there is a mismatch
of emphasis between our Practice Review
regime and that of the ISQC 1.

Many SMPs felt that some of the
Standards are not applicable or require
serious modification, as they are being

PRACTICE REVIEW — A NEW BEGINNING?

applied to the small and medium-sized
enterprises (SMEs) in Malaysia. There
were some other areas of contention too,
but suffice to say that the expectations of
both the practitioners, especially the SMP,
and the Practice Review regime were
divergent, to say the least. Nevertheless,
we must realise that it is with noble
intentions that MIA introduced Practice
Review. Having said that, with ISQC 1
firmly entrenched in the vocabulary of
the auditing profession, the profession
has no choice but to move forward and

ensure its members adopt those quality
control measures.

Putting aside differences of expecta-
tions, as mentioned above, a new, viable
and acceptable review framework must
be put in place for the betterment of
the profession. MIA, the Guiding Angel,
must play the key role in maintaining
equilibrium between the role of Practice
Review and the adoption of quality control
measures by the member firms.

THE PRACTITIONERS

The well-being of the profession in
the form of providing quality services
should be in the heart of every practicing
member. As professionally trained serv-
ice providers and with stringent ethical
codes, it is difficult to envisage not provid-
ing the best of services to our clients. But
in reality this is not always the case!

Providing quality services can be
viewed as either a cost centre or a prof-
it centre. Unfortunately, our practicing
members find quality assurance daunting
and tend to see it as a cost centre. It takes
guts and courage to see quality assur-
ance as profit generating. Thus, Practice
Review, with its good intentions, is often
seen as an unwelcome ‘disturbance’
incurring cost and finding fault. However,
members who vilify Practice Review often
overlook its benefits!
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It would be encouraging if members
can view Practice Review as an opportu-
nity for ‘reality checks’. In fact that is what
it is! SMPs especially should welcome
Practice Review. How often can a SMP
have its own internal processes reviewed
by experienced and highly trained peers
for an affordable price?

Practitioners should realise that the
accounting profession is forever evolv-
ing. There is no other way but to face
reality. Constant upgrading of skills and
knowledge is the order of the day. Staff
training and Continuous Professional
Development (CPD) is a must. Value
delivered does not come from empty
promises. It must be backed by sub-
stance! It is by delivering value to our
clients that we can demand that they pay
us for what it is worth. Practice Review
can assist in that value chain and acts as
the barometer of quality.

Members must realise that there is
a new set of educated and informed con-
sumers out there who are ready to pay
for value. It is by having quality staff and
quality processes that we, the practition-
ers, are able to meet their expectations
and demand fair fees.

Low fees or fee undercutting is now
plaguing our profession. Members must
realise that competition on low costs and
low fees belong to the economic model of
yesteryear. The value-based model is the
model moving forward. I cannot envisage
how a practicing member can sustain his
practice by employing the low-cost-low-
fee model in view of the quality measures
such as staff training and CPD that he has
to put in place! Needless to say the cost of
running a practice is forever increasing! I
can only conclude that corners are being
cut to match the low fee. I am not too far
off in saying so in view of the findings by
the Practice Review and the numerous
complaints of inadequate audit proce-
dures that MIA received.

In all fairness, my interaction with
practicing members revealed that they
are not against the Practice Review per se.
It is more of a case of different opinions.
The members had spoken (in the 2009
AGM). They wanted a new framework of
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review. In other words, they accept the
reality of Practice Review! All they are
asking for is a new approach to doing the
review.

A NEW FRAMEWORK FOR
THE REVIEW PROCESS

Months before the said member’s
resolution in the last AGM, the Council
had already directed the Public Practice
Committee (PPC) and the Practice
Review Department (PRD) to explore a
new review process. The said resolution
had the effect of ‘hammering in the last
nail in the coffin’.

Members must realise
that there is a new
set of educated and
informed consum-

ers out there who are

: ready to pay for value.

: It is by having qual-
ity staff and quality

processes that we, the :

practitioners, are able
to meet their expecta-
tions and demand fair :

fees.

While PPC and PRD are exploring
the new framework, I suppose it is alright
to state my ‘wish list’ for the new frame-
work. It should have the following guid-
ing principles:

1) Members are capable of self-improve-
ment.

2) Members can honestly assess their
practices.

3) ISQC 1 should be the guiding frame-
work for the Practice Review regime.

4) A credible firm-wide application of

ISQC 1 is essential to producing qual-

ity assurance works.

5) A credible client engagement system
will ensure compliance to the adop-

tion of professional standards.
6) The Practice Review report should
provide a ‘checklist’ for improvement.

To ensure transparency and consist-
ency, I also wish that the proposed review
methodology be based on the following
sub-frameworks:

i. A Self-Assessment protocol

1i. A Risk-Assessment protocol

11i. An Ounsite Inspection and

Confirmation protocol

1. A Review Report methodology

v. A Complaint & Appeal protocol

vi. A Monitoring & Regularisation

process

Lastly, I hope the whole review proc-
ess can be completed expeditiously. The
present review process takes between six
to eighteen months, which is too long to be
an effective learning process. As the saying
goes, ‘justice delayed is justice denied’.

The ‘wish list’ requires plenty of hard
thinking and many details need to be
ironed out. It is also the desire of the
PPC that the new framework can meet
the aspirations of MIA and the expec-
tations of the member-practitioners as
credible providers of service. In so doing
we deliver value to the stakeholder-users
of the financial statements, whereupon
we proudly attest our signatures thereon.
The final framework is still some time
away. But it is a good start for a new
year. N
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REVISITING BUSINESS

ombination

Assoc. Prof. Dr. Hassan Ali
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RS 3, Business
Combination was
heralded as one
of the most sig-
nificant standards
ever introduced by MASB
when it was first adopted in
2006. The standard has final-
ly resolved two contentious
issues that were plaguing the
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accounting profession - the
measurement of goodwill
and intangible assets. Some
view it as a prelude for more
changes to come by compel-
ling entities to produce fig-
ures that best reflect the mar-
ket value in line with IASB’s
strategy towards adopting
the fair value reporting
approach.

FRS 3 was adopted with
three primary objectives.
First, to provide guidelines
on the recognition and meas-
urement of assets acquired
and liabilities assumed.
Second, to clearly establish
the recognition and measure-
ment of goodwill in a busi-
ness combination. Finally, to
clarify the extent of disclo-
sure requirements.

Since its adoption, sev-
eral inadequacies and limita-
tions of the standard have
emerged, which expose its
good intentions to abuse.
Perhaps this is not surprising
since the standard was hur-
riedly adopted to pacify some
quarters within the IASB,
leading to several inherent
problems which have pre-
vailed to this day.

In a survey on the extent
of disclosure requirements
of publiclisted firms listed



REVISITING BUSINESS COMBINATION

in Malaysia, almost all com-
panies involved in business
combination appear to pro-
vide no information on its
goodwill as required under
the standard. Apart from the
quantitative requirements
such as those relating to
tax deduction (B64 [k]) and
reconciliation on the carry-
ing amount of goodwill at
the beginning and end of
the reporting period (para
B67 [d]), not much atten-
tion has been given to the
qualitative aspect. FRS 3,
para B64(e) clearly empha-
sises the need for an entity
to disclose information with
a “qualitative description of
the factors that make up the
goodwill recognised, such
as expected synergies from
combining operations of the
acquiree and acquirer, intan-
gible assets that do not qualify
for separate recognition or
other factors.”

FRS 3 was adopted with
three primary objectives.
First, to provide guide-
lines on the recognition
and measurement of
assets acquired and
liabilities assumed.
Second, to clearly estab-
lish the recognition and
measurement of good-
will in a business combi-
nation. Finally, to clarify
the extent of disclosure
requirements.

I During acquisition, only identifiable assets,
liabilities assumed and non-controlling
interest (formerly known as minority
interest) in the acquiree are recognised.
Intangible assets and internally generated
goodwill are not included in FRS 3 unless
it meets the criteria of a contractual legal
obligation such as patents or licenses that
can be sold separately. Consequently,
most medium-sized public-listed firms,
particularly those in the service sector,
are directly affected as their asset value
decreases during acquisition, which is far
from the market reality.

I The standard prohibits upward revaluation
of impairment for intangibles. This
prohibition may lead entities to undervalue
their intangibles to avoid severe reduction
of their assets in future periods.

include the cost benefits
derived from amalgamating
all its resources under one
unit, e.g. combining the dis-
tribution network of both the
acquirer and acquiree under
one centre. Other synergies
include combining the head
offices into one, the expan-
sion of the sales network as
well as the quantifiable ben-

I FRS 3 allows goodwill to be subsumed

assets (Appendix B, para B37) as well as
tested together with the goodwiill of cash-
generating units. Such requirements are

perceived to encourage entities to allocate
disproportionate amounts to goodwill.

There are two dissimilar guidelines
involving intangibles and goodwill.
Intangibles can be amortised if it has a
finite life with the profit or loss recognised
in the profit or loss account. Goodwiill,

on the other hand is not allowed to be

The objective of para
B64(e) is for entities to dis-
close material information
that is relevant to the busi-
ness combination, especially
those involving synergies
that are derived from the
combination. For example,
if the business combination
was triggered with the inten-

efits expected to be derived
from the combination of
intangibles.

As with other newly
adopted standards, FRS 3
appears to reveal several
teething problems that need
to be rectified quickly. The
next step now is to iden-
tify and improve its future

amortised. This exposes the tendency for
entities to maximise the value of their
intangibles and minimise the value of their
goodwill.

application with the objec-
tive of making company
accounts more transparent
in the interest of investors
and shareholders. n

tion of adding value to the
acquirer’s research capabil-
ity, then such information
needs to be disclosed.

The qualitative descrip-
tion should also include
the perceived benefits that
the acquirer would expect
to realise including the syn-
ergistic benefits from the
acquisition. Such synergies

I FRS 3 prescribes the measurement of
goodwill and intangibles using the
acquisition method which is basically the
historical cost method. This will further
aggravate the confusion relating to its
actual cost.

Dr. Hassan Ali is an
Associate Professor with the
Graduate School of Business
at Universiti Sains Malaysia.
He can be contacted at has-
anali@usm.my

into the value of acquired intangible
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Is the Accgunting Profession

recession

DESPITE DEPRESSING NEWS ON JOB LOSSES AND PEAK UNEMPLOYMENT RATES ALL OVER THE WORLD,
ACCOUNTANTS CAN BREATHE EASY. THE PROFESSION IS VIEWED AS FAIRLY RECESSION-PROOF, AND
ACCOUNTING AND FINANCIAL PROFESSIONALS CONTINUE TO RANK AMONG THE TOP INCOME EARN-

ERS, NOTED ACADEMICS IN A SURVEY OF THE US AND MALAYSIAN JOB MARKETS.
Lim Yet Mee, Lee Teck Heang and Azham Md. Ali
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TOP 10 MOST RECESSION-PROOF PROFESSIONS FOR 2008

1 Sales | $65-$75K Focus on the typical full-sales cycle and Experienced sales representatives remain in
Representative/ business development. high demand.
Business
Development
2 Software | $85-$95K Design or development of software Computer software engineers are expected
Design/ including architecture, user-interface, to be among the fastest-growing occu-
Development applications, operating systems, and pations through 2016, according to the
device drivers. Department of Labor, US
3 Nursing | $35-$45K Include RNs, LPNs or nursing assistants As the baby boomers age, the employment
at hospitals, residential facilities, private outlook remains strong for nurses.
practices, and homecare.
4 Accounting | $65-$75K Management of accounting/finance Tougher accounting and auditing regula-
& Finance functions. tions are mostly responsible for the growth
Executive of this profession.
5 | Accounting Staff | $45-$55K Accounting functions and processes Companies searching for prior experience
within public and private organisations. as well as college graduates with account-
ing degrees.
6 Networking/ | $65-$75K Installation and monitoring of computer | A limited supply of qualified workers in this
Systems networks including system administra- profession.
Administration tion roles.
=
S
7 Administrative | $35-$45K Administrative and secretariat support Companies report the need to replace retir- | &
Assistant of a department or individual (excludes ing administrative assistants and those who | 2
legal administrative assistant.) move on to other career challenges. N
N
8 Business | $85-$95K Management, configuration, and cus- In demand, but competition is fierce fortop | §
Analysis tomisation of software with a consulting | positions. Good timing is important. §
(Software firm, or in a corporate environment. 3
Implementation) §
9 Business | $65-$75K Collection and research that is tuned In demand, but competition is fierce for top *§
Analysis into value-added information for organi- | positions. z
(Research) sations. §
10 Finance Staff | $65-$75K Involved with planning and budgeting, The most experienced get the best job §
financial analysis, investor relations, opportunities. Q
reporting, partnerships, due diligence, S
investments, and valuations. V§)
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hen jobs are
at risk, it's
reassuring
to know that you're in

« Other job search and career reports also indicate that

accounting and finance are jobs that will never go away.

IS THE ACCOUNTING PROFESSION RECESSION-PROOF?

JOBS THAT NEVER GO AWAY AND CAREERS THAT
MAKE EMPLOYERS LOOK FOR YOU

a recession-proof pro-

fession. According to

a special report on the

top 10 most recession-

proof professions in the

United States in 2008

Paralegal/Legal Assistants

Financial Services

by Jobfox, a US Internet

Accountants and Auditors

1 | Personal/Home Health Aide 1 | Accountant

2 | Medical Assistants 2 | Computer Support Specialist
3 | Mental Health Counsellors/Social Workers 3 | Entrepreneur

4 | Network Systems & Data Communications Analysts | 4 | Mechanic

5 | Computer Software Applications Engineers 5 | Paramedic

6 | Teacher 6 | Teacher

7

8

9

jobsite matching can-
didates and employers,
accounting and finance
professionals are con-

» Not only is accountancy resilient, but a career in accountancy

and finance is likely to be rewarding. According to CNNMoney.
com, accounting and finance are among the seven industries

sistently in demand
despite the unprece-
dented global economic
crisis stretching across
2008 and 2009.

that are still making money during a recession.

MONEY-MAKING INDUSTRIES IN A RECESSION

1 | Auto Repairs

Consumers are spending money on maintaining whatever cars they
already own.

2 | Home Repairs

More people remodel and fix their homes instead of moving or buying.

3 | Supermarkets

Consumers are eating at home more often to save money.

4 | Trade Schools

Many are going back to school to learn new skills, hoping to rejoin the
workforce when the economy bounds back.

5 | Health Services

Healthcare is one of the most recession-resistant sectors, since it is
regarded as a necessity.

6 | Personal Care

This includes hair salons, barber shops, nail salons, and spas. Looking
good is still needed through the recession.

Accounting

Consumers are not afraid of paying for accounting and financial services
to help them make it through the recession.

But that’s in the US. What'’s the story in Malaysia?
How did the accounting and finance profession
fare in the Malaysian job market during the glo-
bal recession period? Based on JobStreet.com
data, we can see that accounting and finance
professionals are in high demand in Malaysia,
just behind sales and marketing.
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IS THE ACCOUNTING PROFESSION RECESSION-PROOF?

JOB OPENINGS IN VARIOUS INDUSTRIES IN MALAYSIA

1 | SALES / MARKETING: Marketing (627), Sales-Retail/General (267), Sales-Corporate (247), Sales-Eng/Tech/IT (188), Telesales/ 1 ,529
Telemarketing (116), Sales-Financial Services (58), Merchandising (26)

2 | ACCOUNTING / FINANCE: General/Cost Acct (895), Banking/Financial (320), Audit & Taxation (193), Finance/Investment (110) 1 ,51 8

3 | COMPUTER/ IT: Software (700), Network/Sys/DB (675), Hardware (66) 1 ,441

4 | ADMIN / HR: Clerical/Admin (641), Human Resources (305), Secretarial (199), Top Management (44) 1,1 89

5 | ENGINEERING: Mechanical/Automotive (216), Electronics (201), Electrical (156), Other Eng (99), Oil/Gas (81), Industrial Eng (51), 890
Environmental (48), Chemical Eng (38)

6 | SERVICES: Customer Service (363), Logistics/Supply Chain (101), Tech & Helpdesk Support (95), Law/Legal Services (92), Armed 718
Forces (37), Personal Care (26), Social Services (4)

7 | MANUFACTURING: Manufacturing (191), Purchasing (180), Quality Control (142), Maintenance (69), Process Control (10) 592

8 | ARTS / MEDIA / COMMUNICATION: Arts/Creative Design (165), Public Relations (80), Advertising (45), Entertainment (10) 300

9 | SCIENCES: Food Tech/Nutritionist (35), Chemistry (32), Science & Tech (28), Geology (16), Biotechnology (12), Actuarial/Statistics 148
(10), Agriculture (9), Aviation (6)

10 | HOTELS / RESTAURANTS: (breakdowns are not available) 113

THE EARNING POWER OF ACCOUNTING PROFESSIONALS

" finance areas are among the top earners.

How much did accounting professionals in Malaysia earn on the aver-
age in early 20097? According to JobStreet.com Malaysia, in comparison
with other professions, managers in the accounting, auditing, and

ACCOUNTING AUDITING
Senior Manager 5,370.00 6,700.00 8,000.00 Manager 4,000.00 4,787.00 5,500.00
Manager 4,165.00 5,000.00 6,000.00 Senior Executive 1,730.00 2,200.00 3,848.00
Senior Executive 3,300.00 3,850.00 4,600.00 Junior Executive 1,400.00 1,700.00 2,000.00
Junior Executive 1,700.00 2,800.00 2,250.00 Fresh / Entry Level 1,050.00 1,500.00 1,800.00
Fresh / Entry Level 900.00 1,200.00 1,800.00
FINANCE MANAGER FINANCIAL CONTROLLER

Senior Manager 6,300.00 8,000.00 9,500.00 Senior Executive 8,000.00 10,350.00 12,870.00
Manager 4,800.00 5,830.00 7,000.00 Manager 5,000.00 6,500.00 8,350.00

BUSINESS DEVELOPMENT MANAGER MARKETING

Senior Manager 5,000.00 6,000.00 8,000.00 Senior Manager 5,000.00

6,500.00

8,500.00

Manager 3,500.00 4,500.00 5,600.00 Manager 3,500.00

4,500.00

5,500.00
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IS THE ACCOUNTING PROFESSION RECESSION-PROOF?

Is the accounting profession safe in a recession? Apparently.
Not only is accounting a recession-proof profession, but
accounting and finance professionals are in high demand and
making money even during a recession. These include CPAs,
tax accountants, cost accountants, financial analysts, and
financial reporting directors—all of which are important posi-
tions in a company facing a recession. In a downturn, many
companies turn to their accounting and financial executives to
figure out how the businesses can operate more leanly. When
companies begin to streamline and tighten their belts, it is
clear that accountants and finance executives are sought to
help the business adapt. With the flood of corporate scandals,
tougher accounting and auditing regulations, and increased
governmental oversight, the need for accounting and finance
professionals is expected to grow. They are needed to help
corporations tighten internal controls, regardless of the shape
of the economy.However, accounting-related professionals
should not be overly complacent and feel that they can
weather the storm without effort! It doesn’t hurt to take some
measures to protect your jobs, especially in tough times. What
can you do to strengthen your position in the company and
your marketability?

Manager 4,200.00 5,500.00 6,987.50 Senior Manager 5,800.00 8,000.00 10,000.00

Senior Executive 2,350.00 3,000.00 3,700.00 Manager 4,500.00 5,951.00 7,500.00

Junior Executive 1,500.00 1,850.00 2,300.00 Senior Executive 2,800.00 3,700.00 5,000.00

Fresh / Entry Level 1,200.00 1,500.00 1,800.00 Junior Executive 2,000.00 2,500.00 3,000.00
Fresh / Entry Level 1,420.00 1,800.00 2,300.00

SOFTWARE ENGINEER MECHANICAL ENGINEER

Senior Executive 3,444.00 4,100.00 5,000.00 Senior Executive 3,400.00 4,100.00 5,000.00

Junior Executive 2,400.00 2,783.00 3,300.00 Junior Executive 2,250.00 2,620.00 3,200.00

Fresh / Entry Level 1,900.00 2,150.00 2,589.00 Fresh / Entry Level 2,000.00 2,400.00 2,800.00

SALES ENGINEER OPERATION MANAGER

Senior Executive 2,800.00 3,300.00 4,100.00 Senior Manager 4,500.00 6,000.00 8,000.00

Junior Executive 2,250.00 2,600.00 3,200.00 Manager 3,200.00 4,000.00 5,100.00

Fresh / Entry Level 1,750.00 2,000.00 2,500.00

Senior Manager 5,000.00 6,500.00 7,888.00 Senior Manager 4,500.00 6,500.00 10,000.00

Manager 4,000.00 4,990.00 6,200.00 Manager 4,200.00 5,500.00 7,500.00
Senior Executive 3,100.00 3,843.00 4,829.00
Junior Executive 2,200.00 2,655.00 3,200.00
Fresh / Entry Level 1,800.00 2,200.00 2,565.00

1.  Keepyourtechnical skills and knowledge updated. Those
who stay up-to-date with accounting and finance tech-
nology can be more productive and help their organisa-
tions do the same. Employees with the desire to upgrade
themselves show employers they are committed to their
career development.

2. Exceed expectations and Walk the Extra Mile. You can't
afford to have a “that’s-not-my-job” mentality. Always
look for ways to add more value to your position. Do
your job above the call of duty and you are set for life.
Employers are keen on people who go beyond what is
required in the job. However, be sure to take the credit
when it is due. You want your contributions to be recog-
nised.

3. Work on Your Network. You need to be in the social cir-
cle. Be sure to be in contact with your former professors,
colleagues, bosses, and your peers in the profession.
You need to be visible long before you ever need their
help. n

(source: Oregon Society of Certified Public Accountants/1])
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CHINA: Chinese accounting
standards should apply across
Hong Kong

Hong Kong will allow Chinese
companies to file reports using
Chinese accounting standards. It
wouldn't be a bad thing if Hong
Kong companies used them too.
The Hong Kong stock exchange
has been kept on its toes by the
idea that Shanghai is determined
to establish itself as a financial
centre, reports China Economic
Review. In a bid to keep costs
of a Hong Kong listing down
for Chinese companies, and to
make sure Hong Kong remains
an attractive place to list, the
regulators have said that, from
this year, Chinese companies
on the Hong Kong exchange
can file reports using their home
accounting standards, it added.
In another report, Reuters said
Hong Kong's pending accept-
ance of Chinese accounting
standards will mark an impor-
tant advance in Beijing's drive
to globalise its financial sector,
but could also challenge inter-
national investors with reports
prepared by an industry prone
to scandal. The newswire, how-
ever, noted that concerns about
supervision of Chinese auditors
have led to delays, making it
unlikely the exchange will meet
its January 2010 target date to
implement the change. The
change will also lead to vari-
ant results for certain industries,
such as insurance, although
those differences are expected
to fade over time as standards
converge. It quoted Judy Wong,
president of the Association of
Chartered Certified Accountants
(ACCA) Hong Kong, as saying:
“There is a confidence issue....
The (Chinese) Ministry of Finance
should let the public know how
they vet the applications from
mainland accounting and audit
firms and what are the criteria”
The unification of standards will
see China firms whose shares
trade in Hong Kong, known in
the territory as H-shares, allowed
to post a single set of results
for each reporting period identi-

cal to the report they put out
for their China-listed shares, it
added. Most Hong Kong-listed
Chinese firms are expected to
use their home standards for
their Hong Kong reports once
the move becomes official, both
as a money-saving measure and
to reduce confusion that often
occurs due to differences in the
reports released in China and
Hong Kong, it noted. n

PHILIPPINES: Computerised
accounting system pushed

The Bureau of Internal Revenue
(BIR) has issued an order mak-
ing it mandatory for large tax-
payers to computerise their
accounting systems, Revenue
Commissioner Joel L. Tan-Torres
said. In an interview, Tan-Torres
said the new requirement was
part of the agency’s push for a
more efficient collection of taxes,
reports Philippine Daily Inquirer.
"Of some 950 large taxpayers reg-
istered with the BIR, about 300
are still doing manual account-
ing..These entities are involved in
multi-million pesos transactions
on a daily, weekly or monthly
basis,' he added. Based on the
BIR definition, large taxpayers are
those with at least P1 million in
taxable income. Tan-Torres said
large taxpayers represented 70
per cent of the agency’s collec-
tions. “For this reason, the BIR is
increasing its audit divisions from
four to eight, the veteran tax
official said. “There are now two
assistant commissioners respon-
sible for collections from large
taxpayers.” For those who will not
comply with the new order, Tan-
Torres said a manual accounting
system for large taxpayers might
be deemed non-compliant to tax
requirements. N

THAILAND: Local tax account-
ing falling out of step

The Federation of Accounting
Professions (FAP) has expressed
concern about the growing gap
between Thai accounting stand-
ards and tax accounting under
the Revenue Code in Thailand.
The FAP, which is responsible for
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local accounting standards, sees
the gap as potentially increasing
in the future, particularly as Thai
standards increasingly move
closer to International Financial
Reporting Standards (IFRS),
reports Bangkok Post. The report,
quoting Prasan Chuaphanich,
an executive chairman of
PricewaterhouseCoopers and
chairman of the FAP account-
ing system committee, said
that the federation earlier this
month established a commit-
tee to examine the differences
between Thai GAAP (Generally
Accepted Accounting Principles)
and tax laws. Chaired by Viroj
Lowhaphandu, a former revenue
director-general, the committee
will also be responsible for pro-
posing options to present to the
government with the goal of
reducing discrepancies between
financial and tax accounting, it
added. "Accounting practices in
Thailand, based on international
standards, haveanumberofareas
that differ from tax accounting,’
Prasan said. The report added
that Prasan cited employee ben-
efits as one example. Under Thai
accounting standards, employee
benefits are recorded as a con-
tingent liability in a company’s
accounts. But under the tax
code, employee benefits are
booked only once the actual
payment is made. Prasan said
the committee expected to be
able to release preliminary find-
ings within the first quarter of
2010. He noted that a parallel
effort to review the tax code
as it relates to the capital mar-
ket made it an opportune time
to consider differences in tax
and accounting practices as
well. Meanwhile, it added that
the FAP has also been assigned
by the Asean Federation of
Accountants to take the lead
in examining how the use of
International Financial Reporting
Standards would affect small
and medium-sized businesses in
the region. The Asean Federation
of Accountants comprises the
national accounting bodies of
the 10 member group. N

4

UK: Don’t blame the stand-
ards, says BDO chief

Poor business decisions were
behind the losses suffered by banks,
not accounting rules, according to
Jeremy Newman, chief executive of
BDO International. Writing in a let-
ter to the financial Times, Newman
points out that not every bank
made huge write-downs during
the crisis and yet they all broadly
used the same accounting rules,
reports Accountancy Age. It said
he wrote: ‘It is unfortunate if peo-
ple are persuaded that accounting
rules are to blame for bad lending
decisions and poor investments.
Banks, and other financial institu-
tions needed injections of monies
from governments (and others)
because they lost money and were
short of cash not merely because
of accounting issues” Newman's
letter comes in response to previ-
ous letters in the Ffinancial Times
over the Christmas break accusing
international accounting standards
of contributing to the crisis. N

SINGAPORE: Public feedback
sought on draft Charities
Accounting Standard

Public feedback is being sought
on a draft accounting standard for
charities. The proposed account-
ing standards are aimed at making
it simpler for charities to book-
keep, reports Channel NewsAsia.
Currently, charities in Singapore
follow the Singapore Reporting
Standards or the Recommended
Accounting Practice 6 (RAP 6). It
spells out standards tailored spe-
cifically for the charity sector. These
include guidance on endow-
ments and restricted funds unique
to charities. To facilitate ease of
use, there is also an accounting
glossary. The report added that
the Commissioner of Charities has
proposed that all large charities
with an income or expenditure of
S$10 million or more will have to
adopt the Charities Accounting
Standard, once the draft is final-
ised. Remaining charities will be
encouraged to apply the stand-
ards in the preparation of their
financial statements. N
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THE IFAC UPDATE PROVIDES
SUMMARIES OF [FAC DEVELOPMENTS
OVER THE PAST MONTH.

IPSASB ACHIEVES GOAL OF SUBSTANTIAL
CONVERGENCE WITH IFRSs

At its December 8-11 meeting in Rome,
the International Public Sector Accounting
Standards Board (IPSASB) of the International
Federation of Accountants (IFAC) achieved
its strategic goal of substantial convergence
with the International Financial Reporting
Standards (IFRSs) dated December 31, 2008,
with a series of new or improved standards.
Three of these new International Public Sector
Accounting Standards (IPSASs) deal with finan-
cial instruments—in terms of presentation,
recognition and measurement, and disclo-
sures. A fourth standard covers intangible
assets and an improvements standard makes
minor changes to existing IPSASs. They are pri-
marily drawn from IFRSs, with limited changes
dealing with public sector-specific issues. In
addition, the board approved an exposure
draft covering service concessions.

“In the current global economic environment,
when governments are increasingly raising
debt through the capital markets as a result
of their financial interventions in the private
sector, the need for certainty in the applica-
tion of well-developed financial instruments
standards has particular urgency,” states Mike
Hathorn, Chair of the IPSASB. “Achieving con-
vergence is also crucial to enhancing transpar-
ency at this time of large scale government
interventions," he adds.

The December 2009 meeting was the last under
Hathorn's chairmanship; his three-year term
ended on December 31, 2009—a period that
has seen a significant increase in momentum in
global interest in and adoption of IPSASB stand-
ards. “During the last 12 months in particular,
the achievement of the board and its staff in
progressing convergence with IFRSs standards
has been outstanding—and | am confident that
it will meet the increasing needs of the global
public sector in the future,”he concludes.

The new standards and exposure draft will
be available to download free of charge from

the IFAC website (web.ifac.org/publications) in
January 2010. n

IFAC SURVEY SHOWS ACCOUNTANTS

AS ADVOCATES FOR SMALL BUSINESS
AND GLOBAL STANDARDS, HIGHLIGHTS
CORPORATE GOVERNANCE REFORMS
(New York/January 15, 2010) - As world econo-
mies recover from the global financial crisis,
the Third Annual Global Leadership Survey of
the International Federation of Accountants
(IFAC) revealed its membership as vocal advo-
cates for small and midsize businesses, as well
as for the adoption of global accounting and
auditing standards. It also highlighted corpo-
rate governance enhancements in jurisdic-
tions around the world.

"Our members took action to assist their juris-
dictions during the crisis, lending their exper-
tise to governments and businesses. Through
a variety of outreach programmes, they also
let the public know what a valuable role the
professional accountant plays in all the sectors
we serve, especially in a time of crisis," says IFAC
Chief Executive Officer lan Ball. Ball noted that,
in October and November 2009, IFAC received
105 responses to its online survey from the presi-
dents and chief executives of accountancy insti-
tutes, and regional accountancy organisations
and groupings. He adds, “Survey respondents
believe that continued emphasis on effective
implementation of international accounting and
auditing standards and good corporate govern-
ance principles are critical issues for the future”
Public sector finance improvements. Because the
financial crisis led to many governments’assum-
ing an interventionist role in their economies
through providing a range of guarantees and
undertaking bailouts of major banks and other
institutions, among other actions, the survey
sought information on efforts to improve the
transparency and accountability of governments
for public sector finance. Many respondents
reported their countries were in the process
of adopting the International Public Sector

Accounting Standards (IPSASs), which can pro-
vide the reliable information about government
finances that is so important in the context of
the crisis.

Corporate governance enhancements -
When survey participants were asked whether
there had been enhancements to corporate
governance in their jurisdictions, the majority
reported that there had either been improve-
ments, that actions were in process, or that such
changes were being considered. In particular,
they reported the adoption of the Organisation
for Economic Co-operation and Development's
(OECD) good governance principles, but there
was an extensive range of responses, from mak-
ing it mandatory for companies of a certain size
to create an audit committee, to introducing
codes specific to small businesses.

Demand for accountants - IFAC's survey also
asked about the demand for accountants
throughout the broad spectrum of sectors in
which they work, and found that the profession
remains attractive to students and those already
in the field. According to survey responses, the
demand for accountants remains high, world-
wide, with growing interest in the government
and academic sectors. Participants believe the
demand for accountancy professionals will grow
in the coming years.

Unity of the profession - Finally, respondents
believe in the importance of maintaining the
unity of the accountancy profession, in order
to play a role in the changing regulation of the
financial sector internationally. They said that
they believe that IFAC should continue in its
roles as a voice of the global profession--such
as its memoranda to the G-20 leaders on reform
of the global financial system, including special
consideration for the needs of SMEs (small and
medium entities) and as a global standard-setter
for auditing and public sector accounting, and
professional ethics and education.

The full report is available in the Policy Position
Papers and Reports section of IFAC's Publications
and Resources site. N
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