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The business conversation today is increasingly dominated by climate and environmental,
social and governance (ESG) matters, and rightly so as sustainability risks have been
identified as the top risks to business.

In early 2022, the World Economic Forum'’s latest Global Risk Report 2022 announced
that climate inaction, extreme weather and biodiversity loss pose the top three global
risks by severity over the next ten years. And in April 2022, the UN released the latest
findings of the Intergovernmental Panel on Climate Change (IPCC) with IPCC scientists
arguing that it’'s ‘now or never’ to limit global warming to 1.5 degrees.

In his reaction to the IPCC report, UN Secretary- General Antonio Guterres warned that
unless governments everywhere reassess their energy policies, the world will be
uninhabitable. His comments reflected the IPCC'’s insistence that all countries must
reduce their fossil fuel use substantially, extend access to electricity, improve energy
efficiency, and increase the use of alternative fuels, such as hydrogen to curb emissions
affecting global warming.

As partners and influential decision-makers at businesses and companies, accountants
are set to play a global and leading role in climate change and sustainability in line with
the International Federation of Accountants (IFAC) stance. “Accountants as business
advisors and leaders must therefore position themselves to support organisations
strategically in integrating ESG matters for long-term sustainability,” stated MIA President
Dr. Veerinderjeet.
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Continuing professional education in climate change and ESG is hence essential to
support accountants in developing the requisite competencies for leading sustainability.
“To help upskill and future-proof members, the Malaysian Institute of Accountants (MIA) is
proud to present the next chapter of the MIA International Accountants Conference,
coming to you virtually for the second year on a high-tech meeting and exhibition platform
that facilitates connectivity, learning and collaboration,” said the MIA International
Accountants Conference Director G. Shanmugam, who is also MIA Executive Director,
Strategy & Development.

The second virtual MIA International Accountants Conference 2022 will be held from 8-9
June, with the theme "Leading ESG, Charting Sustainability’. “Focusing on ESG and
sustainability from the perspectives of accountants, the MIA Conference 2022 advocates
for the profession to adopt and integrate ESG issues such as climate change, and carbon
reporting and sustainability into the business agenda, while harnessing technologies and
digital tools, for long-term agility, resilience and relevance,” emphasised G. Shanmugam.
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SPLLIAL APPEARANCE

Throughout the Conference, over 80 top subject matter experts and thought leaders will
share their insights into carefully curated topics. Delegates can expect the following
highlights and benefits, among others:
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* Special Address by IFAC President Alan Johnson — Professional Accountants:
Driving ESG for Sustainability

Speaking on the bigger picture, IFAC President Alan Johnson will discuss the global
profession’s strategic and values-based response to the climate crisis. In particular, Alan
will emphasise how accountants can harness their unique strengths within their expert
domain to engage business on ESG and climate change actions and drive more
sustainable decision-making.

* The Big Picture of Sustainability — understand the major sustainability developments,
what companies embarking on their sustainability journey can expect, as well as net-zero
initiatives by government and regulators.

* The Profession’s Path to Net Zero — understand the profession’s role, required
competencies and the roles of accountancy leaders in accelerating climate action at their
organisations to achieve net zero, which refers to a state of equilibrium whereby the
amount of greenhouse gases entering the atmosphere is balanced by their equivalent
removal. Reaching net zero is critical because this is the pathway to halting global
warming.

* ESG-Related Developments in Financial Reporting and Non-Financial Reporting —
looks at global standards boards and their issuance of new guidelines on ESG disclosure
in financial and non-financial reporting for climate change accountability and actionability.

* Tax Governance as a driver for good governance and sustainability, through improved
tax transparency and compliance and the mechanisms such as carbon taxes and tax
incentives to incentivise net zero behaviour.

There will also be sessions on incorporating ESG risks into enterprise risk management
frameworks and business models, the economic outlook beyond Omicron, enhancing
data governance, understanding non-financial assurance engagements, aligning ESG
with Shariah investments, impact of labour risks on supply chains and business
performance, Public Sector environmental reporting, and strategies for reducing a
business’s carbon footprint.

By the end of the Conference, delegates will take away useful insights into ESG and
sustainability that can be incorporated into their organisations for better business
performance. At the same time, delegates will also be future-proofed and upskilled for a
business landscape that is increasingly ESG-oriented.

Find out more here.
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MIA Digital Month 2022
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MIA has designated the month of March 2022 as the MIA Digital Month, signalling that
digital transformation is imperative for the profession.

Throughout March 2022, members can look forward to the different digital-themed
activities that are meant to inform and update members on the various MIA digital
initiatives and the business case for digital adoption in organisations, finance functions
and public practice.

Highlights of this virtual convention on the digitalisation of the profession include:

Updates on MIA's digital initiatives

Sharing of success stories of digital technology adoption by companies and
organisations

Sharing of relevant technology trends that impact the profession

Updates on funding options available for digital transformation specific to the
profession

The grand finale, whereby MIA’s Digital Month will culminate in MIA’s annual
AccTech Conference which is hyperfocused on the strategies, tools and
technologies that support the profession’s unique digital adoption needs.

During the Digital Month, there will be sharing sessions by a line-up of experts who will be
speaking on the following topics:

Leading the Digital Transformation of the Accountancy Profession in Malaysia
SME Digitalisation Grant and Smart Automation Grant
Entering The 5G Era
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e Future Relevance of CFOs

e Developing a Technology Adoption Strategy is Crucial for Small and Medium
Practices (SMPs)

o Case Study: Technology Adoption by SMPs

MIA hopes that members will be able to invest 1 to 1.5 hours weekly in March to spur
your digital development and increase your future relevance in an environment that is
becoming hyperdigital.

To learn more about MIA Digital Month 2022 and the MIA AccTech Conference 2022,
please click HERE.

Copyrights 1967-2021 (C) Malaysian Institute of Accountants. All Rights Reserved.
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Audit Committee Conference 2022: Beyond
Effectiveness: Governance, Sustainability and Agility
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Good governance is becoming an increasingly important priority as organisations contend
with higher enterprise risks and expectations for reporting transparency, driven by
sustainability, climate change and COVID-19 concerns.

As those charged with governance, audit committees are in the frontline of risk
management. The onus is on audit committees to enhance audit quality, corporate
governance practices, and financial reporting accuracy to improve organisational
reputation and thereby build public confidence and trust.

With the theme of Beyond Effectiveness: Governance, Sustainability and Agility, the
Virtual Audit Committee Conference 2022 jointly organised by the Malaysian Institute of
Accountants (MIA) and The Institute of Internal Auditors Malaysia (IIAM) focuses on the
latest developments affecting the performance and outcomes of Audit Committees.

Over the course of two half-days, delegates can expect to hear from top subject matter
experts on the following highlights:

* Beyond Effectiveness: Governance, Sustainability and Agility — Review the
fundamental importance and optimisation of the governance structure which ultimately
determines how the firm conducts everyday operations, its perception in the marketplace,
and the value it provides to stakeholders.
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This Conference examines the latest themes and
developmenis affecting the performance and
outcomes of Audit Committeas, including the

rising environmental, social, and governance (ESG)
agenda, evolving corporale governance praclices
and stakeholder relationships, rising shareholder
activiem and a push for public accountability through
appropriate sustainability and ESG disclosures,

* The Future of Governance: Agility & Accountability — Discuss the current and
prospective issues affecting good governance and how organisations can move forward
to enhance the agility and accountability of their governance mechanism.

* Tax Governance: The Oversight Strategy — In addition to their usual remit, audit
committees must be able to provide competent oversight of tax policy and developments
in the dynamic global tax landscape. This session recommends that audit committees
enhance their Tax Governance by complying with regulatory developments, building
strong tax leader relationships, and relying on tools such as Key Performance Indicators,
Resourcing and Reporting Structures, Risk Assessment & Risk Appetite.

* Pandemic Proof Sustainability: The AC Perspective — Supply chain disruption is a
major challenge for companies post-COVID-19. This session looks at how the audit
committee can engage with their board, other committees, and management to
understand and manage the comprehensive and material risks affecting their supply
chains and business outcomes.

* Strategic Alignment: Internal Audit Reformation — Discusses how the internal audit
function can instil reforms to improve the relevance and value add of audit, in response to
evolving expectations by the Audit Committee and Management. Key to transformation
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and driving customer satisfaction is for internal auditors to elevate their thinking from a
pure micro level (focussing on individual risks, compliance obligations, and governance
requirements) to a macro level (assessing impacts on the holistic frameworks for
compliance, risk, and governance).

* Enhancing ESG Oversight — Assesses the role and responsibilities of Audit
Committees in addressing ESG concerns and issues. Demonstrates how the internal
audit function can step up as ESG advisors, by identifying and mitigating diverse ESG
risks which range from climate change to diversity, equity, and inclusion (DEI) issues,
enhancing continuous monitoring processes and internal controls, and providing the
assurance needed for trustworthy ESG disclosures.

* Championing Risk Oversight in Challenging Times — Addresses the need to ensure
that the risk oversight function is sufficiently defined and effective, and that regular review
is being conducted to keep up with new challenges such as ESG and COVID-19 impacts.
It is critical that the board understands and influences management’s risk identification,
risk assessment, and risk monitoring methods for robust risk oversight. The board should
also clearly define which risks should be frequently considered by the whole board and
which risks should be delegated to a board committee, such as the Audit Committee.

* Annual Transparency Report: Enhancing Governance through Rigorous Auditor
Engagement — Looks at the role and relevance of the Annual Transparency Report
(ATR) prepared by audit firms, which provides information on legal and governance
structures of firms, measures taken to uphold audit quality and manage risks, and
measures of audit quality indicators. This session looks at how audit committees can
leverage on the ATR to evaluate the appointment and reappointment of external auditors
while identifying and addressing related audit risks.

Click here to learn more about the Virtual Audit Committee Conference 2022.

Copyrights 1967-2021 (C) Malaysian Institute of Accountants. All Rights Reserved.
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Taming the Technology Tiger: A Beginner’s Guide for
SMPs (Part 1)
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By Johnny Yong & Jenny Chua

With the launch of the Malaysian Institute of Accountants’ (MIA) Digital Technology
Blueprint in 2018, MIA has since been advocating firms, especially SMPs, to invest in
technology as part of the strategic business transformation agenda of the profession. This
is not purely a fad as IFAC has also been promoting investment in technology to global
SMPs to move ahead, post-pandemic. Please refer to the IFAC’s Practice
Transformation Action Plan — A Roadmap to the Future if you are interested to know
more.

Can these Investments Really Make a Difference?

Based on a recent Harvard Business Review survey, many global chief executives
highlighted the struggle to meaningfully differentiate their businesses from that of
competitors in light of these digital investments, many of which were made to “keep up”
with the rising table stakes of digital adoption. While 56% of executives responding to the
PwC US Cloud Business Survey 2021 saw the cloud as a strategic platform for growth
and innovation, 53% of companies in the same survey felt that they did not realise
substantial value from their tech investments.

This may well be the case for Malaysian SMPs too and goes to explain why firms are
reluctant or unwilling to invest in technology in a meaningful way.
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In a benchmarking exercise amongst MIA member firms conducted in 2019, many high
performing firms were embracing technology and change for the betterment of both firm
and clients. However, amongst firms that have invested heavily in technology over the
past few years (ranging from 4% to 8% of total revenue), some firms did not fully utilise
tools that could drastically reduce the costs of compliance and improve client service.
This lag is typically caused by a combination of factors within a firm, some of which can
be summarised as the absence of appropriate reviews as to the suitability of existing
processes to work in harmony with the new technology and users’ mindset towards the
urgency for change at all levels within the firm.

In addition, as pointed out by MIA Past President Mr. Huang Shze Jiun in a recent
newspaper article, most SMPs are already being pushed to the edge, cashflow-wise,
during the COVID-19 pandemic. Turning these concerns about investing in technology
around, however, requires a paradigm change. For a start, practitioners should review
every major technology investment in their firms and initiate critical questions such as:

Is it possible to realise twice the How do | measure the return of this
value in half the time? If not, what is investment over a certain period or

my next best option? timeline?

The end goal is not to aim for a value realisation within half the time, although that would
be impressive. However, an honest response to the questions above may help SMPs to
start investing in technology whilst avoiding costly investments that require great
adaptation to new ways of working yet do not assist firms to differentiate themselves in a
meaningful way.

The dialogue that ensues after asking these questions would provide the momentum for
the practitioners to take action outside of their comfort zone. The key here is to focus on
the outcomes with technology as the enabler, although other non-tech related solutions
are possible too. More importantly, the following questions have to be answered:

Are the outcomes arising Is there a convincing Will the technology
from the tech narrative that the firm investment eventually
investment properly can share with current create incremental value

defined in support of a as well as prospective and help differentiate
clear value proposition clients? your firm amongst your
to the marketplace? peers?

Unfortunately, in many instances, the answer to the above questions is No.

In the next part of this article, six essential factors for SMPs to consider when shaping
their technology agenda will be further discussed. After thoroughly working through the
six essential factors before engaging in any significant tech-related project, SMPs will be
better prepared to tame the technology tiger by taking on the technology investments that
focus on the outcomes that matter the most and raising the returns on those investments.
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Johnny Yong is Head of Capital Market and Assurance of MIA’s Professional, Practices
and Technical Division. Jenny Chua is Head of Small and Medium Practices of MIA’s
Professional, Practices and Technical Division.
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Reminder to Practitioners and Audit Firms — New
Quality Management Standards (ISQMs) — ISA 220
(Revised), ISQM 1 & ISQM 2 will be effective from 15
December 2022
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March 7, 2022

By MIA Practice Review Department

The Practice Review Department (PRD) wishes to remind practitioners and audit firms in
Malaysia that the International Auditing and Assurance Standards Board (IAASB) has
approved three (3) new quality management standards, which will be effective from 15
December 2022. The standards, namely International Standards on Quality Management
(ISQMs) which encompass ISQM 1, ISQM 2 and the International Standards on Auditing,
ISA 220 (Revised), aim to achieve a more robust System of Quality Management for firms
using the IAASB’s standards and mark an evolution from a traditional, more linear
approach to quality control. The new standards introduce a robust, scalable, and
proactive approach to audit quality management which is central to ensuring trust and
sustainability in the audit profession.

There are eight (8) components of ISQM 1 and unlike the elements of extent of ISQC 1
that appear disconnected from one another, the 8 components in ISQM 1 are designed to
be highly integrated. The 8 components are Governance and leadership, the firm’s Risk
assessment process, Relevant ethical requirements, Acceptance and continuance of
client relationships and specific engagements, Engagement performance, Resources,
Information and communication, and Monitoring and remediation process.
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While ISQM 2 applies to all engagements for which an engagement quality review (EQR)
is required to be performed in accordance with ISQM 1, ISA 220 (Revised) focuses on
quality management at the audit engagement level and requires the audit engagement
partner to actively manage and take responsibility for the achievement of quality,
especially through sufficient and appropriate involvement throughout the engagement and
adherence to the firm’s policies or procedures and the requirements of ISA 220 (Revised).

Recognising that considerable time and effort will need to be deployed into
understanding, analysing, designing and implementing a system of quality management
that is in compliance with quality management standards, the PRD advises firms and
practitioners to start early to avoid any last-ditch attempt or even worse, not complying
with the standards when they come into effect. To this, the practitioners and audit firms
can refer to the non-authoritative First-Time Implementation Guide published by IAASB
in June 2021, Sept 2021 and February 2022 respectively for all the three (3) new ISQMs
to further understand their application and help practitioners and firms successfully plan
and implement the standards by the effective date of 15 December 2022. While there are
various examples given in their publication, IAASB also highlighted that the said
publication is not meant to be exhaustive, does not amend or override the international
standards and does not substitute for reading the ISQM 1, ISQM2 and ISA 220 (Revised).

We have also summarised below the significant changes arising from the new Quality
Management Standards (ISQMs):

Addressing
the use of
networks

Evaluating
the system
of quality
management
on an annual
basis

Proactive
monitoring of
the system as
a whole, and
timely and
effective
remediation

Improving
information
and
communication

Expanded
resources

Introducing
a risk-based
approach
focused on
achieving
the quality
objectives

» ISQM 2

Extended scope of engagement Enhanced eligibility More robust performance and
subject to EQ reviews criteria for EQ reviewers documentation requirements

» ISA 220 (Revised)

Professional Resources

Modernising
ISA 220 for
an evolving
environment

Engagement
team may
depend on the
firm's system
of quality
responsibilities

Clarifying
engagement
partner
responsibilities

Managing
and
achieving
quality at the
engagement
level

skepticism

is central

to quality
management

* All 3 standards include consideration for scalability to cater for firms of all sizes.
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Conclusion

The clock is ticking, and it is never too early for the practitioners and firms to prepare for
or update the new requirements on the quality management (QM) standards as the PRD
will commence the review on the effective implementation of ISQMs effective 1 January
2023. It is inevitable that firms may have been facing and making various changes in past
years or more due to the COVID-19 pandemic which requires time and cost investment,
including implementation of these QM standards. However, in the long run, the benefits of
implementing ISQMs will far outweigh the costs.
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