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BIG 
AMBITIONS?
For your next 
move, go to www.
accacareers.com/
china-hong-kong

STILL HOT
The prospects for 
growth in China 
may have dimmed 
but they still 
comfortably put 
the outlook for the 
world’s developed 
economies in the 
shade.
Page 16

FRAUD IN FOCUS
Former Olympus 
CEO Michael 
Woodford refused 
to be fobbed off 
when directors 
stonewalled on 
his suspicions of 
high-level fraud at 
the company.
Page 27

TECHNICALLY 
BRILLIANT?
There are over a hundred technical 
articles with multiple-choice 
questions on the ACCA website – 
demonstrate your understanding  
and get verifiable CPD
www.accaglobal.com/cpd

Tony Latham, Unilever’s vice president of finance in North Asia, is flying the flag for the 
giant multinational’s ambitious sustainable living plan, but he faces a tough challenge to 
make this visionary business strategy financially viable. See page 12

THE CFO’S GOT TALENTS
Modern CFOs have a broad remit, requiring them to be well versed in 
micro issues while also keeping a firm eye on the big picture. It can 
be a difficult balancing act but one that is necessary for the CFO to 
take on a critical leadership role within a company. Increasingly, and 
as the global financial crisis continues to hit economies, the CFO is 
being drawn into strategic decision-making processes, acting as a 
valued adviser to the board, and working with the CEO to ensure that 
the organisation thrives and prospers.

The transformation of  the CFO into a senior business partner is 
necessary to keep the finance function in touch with the changing 
needs of  the business world and anticipate how those needs might 
evolve in the future. The same must also be said of  the accountancy 
profession, which has to ensure that training and support is there for 
accountants, and CFOs, to deliver. Change is inevitable but that’s not 
to say that it isn’t welcome.

On page 20, we report on the first regional ACCA CFO Summit Asia, 
which was held in Hong Kong – a vibrant metropolis and gateway 
for businesses into and out of  mainland China – in October. The 
conference drew an impressive line-up of  speakers representing some 
of  the best-known businesses in the world to debate and reflect on 
the challenges and opportunities facing CFOs. While on page 24, we 
give an insight into some of  the discussions held during three ACCA 
roundtables – in Beijing, Shanghai and Shenzhen – on the value of  the 
modern CFO.

This issue also sees the first column from William Mak, chairman 
of  ACCA Hong Kong, whose first engagement was to address over 
100 delegates at the ACCA CFO Summit Asia. He writes on what 
he hopes to achieve during his chairmanship and highlights some 
of  the forthcoming key events that offer members and accounting 
professionals the chance to share their observations on just what it 
takes to be a CFO.

Colette Steckel, colette.steckel@accaglobal.com
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01 China’s new 
leadership team 

meets the media in 
Beijing. From left: Zhang 
Gaoli, Liu Yunshan, 
Zhang Dejiang, Xi 
Jinping, Li Keqiang, 
Yu Zhengsheng and 
Wang Qishan 

02 Barack Obama 
became the first 

sitting US president to 
visit Myanmar, praising 
the courage of  fellow 
Nobel Peace Prize 
winner Aung San Suu 
Kyi while also providing 
a symbolic nod to 
initial reforms

03  Hong Kong 
officials observed 

a three-minute silence 
to remember victims 
of  October’s passenger 
boat collision near 
Lamma Island which 
killed 38 people

News in pictures6



04  Philippines 
senators finally 

approved the so-called 
‘sin tax’ reform bill, 
which restructures 
excise taxes on alcohol 
and tobacco products 
and aims to generate 
additional revenues of  
40 billion pesos in 2013

05 Thailand’s prime 
minister, Yingluck 

Shinawatra, survived 
a no-confidence vote 
orchestrated by her 
opponents in parliament 
who accused her of  
failing to crack down on 
alleged corruption

06 The early 
announcement 

that the Duke and 
Duchess of  Cambridge 
are expecting their first 
child – third in line to 
the British throne – 
was prompted by the 
Duchess’s hospital 
admission due to acute 
morning sickness 

07 A blanket ban has 
been imposed 

on the sale, storage and 
use of  plastic bags in 
the Indian capital, Delhi. 
Penalties for violation 
include up to five years 
in jail
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SHOPPING STORE

ESCAPING THE IN-TRAY
Asian bosses are among the most 
unsupportive of employees taking 
time off for vacations, according to 
Expedia. Vacation deprivation 2012, 
which surveyed more than 8,600 
employees in 22 countries, also found 
that Asia has the least vacation days 
while Europeans enjoy the most.

NEW PATTERNS OF TRADE
Over the next 10 years, Asia will become the world’s fastest growing consumer market, according to 
an Ernst & Young report, Beyond Asia: new patterns of trade. At the same time, for most Asia-Pacific 
economies, trade with Africa and the Middle East will grow faster than trade with the eurozone. 

SHOP ’TIL YOU DROP
Kuala Lumpur, which has three of the 10 largest malls in the world, was ranked fourth best shopping 
city in a survey by CNN Travel. The survey looked at ease of travel, value, variety and experience. 

280m
Number 
of  affluent 
Chinese 
by 2020, 
according 
to Boston 
Consulting 
Group.

hk$980k
Starting price 
for a parking 
space in a 
new housing 
development 
in Hong Kong.

hk$1.5m
Average 
amount 
of  money 
Hongkongers 
said they’d 
need to make 
them happy.

7,735km
Length of  
China’s 
high-speed 
rail network 
in operation 
in October 
2012.
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59%
SOUTH KOREA 

54%
TAIWAN

50%
JAPAN

Global consumption in rapid growth 

markets will rise from 14% in 2010 to 

25% by 2020

61m homes will have annual incomes above us$30,000 in 2020 (compared with 15m in 2010)

Only 15% of  the population will earn less 

than us$5,000 a year (compared with 

42% in 2012)

INDIA to be the 
FASTEST-GROWING 

trade route for almost every 
economy in the region.

NEW 
YORK TOKYO LONDON

KUALA 
LUMPUR PARIS

HONG 
KONG

BUENOS 
AIRES VIENNA DUBAI MADRID

1 2 3 4 5 6 7 8 9 10

% OF EMPLOYEES WITH UNSUPPORTIVE BOSSES

News in graphics8



CHIPS STACKED HIGH FOR BRICs MARKETS 
The BDO ambition survey 2012 finds that CFOs’ appetite for risk 
has been cut by the economic crisis. The global survey of CFOs 
from mid-sized companies found that nearly half plan increased 
investment in the ‘safe havens’ of Brazil, Russia, India and China.

TAX TAKES A BITE  
Two new surveys provide a snapshot of the global tax picture. KPMG’s individual income tax and social security rate 
survey, covering 114 countries, concentrates on top personal tax levels, while Paying Taxes – produced by PwC, World 
Bank and the International Finance Corporation – compares tax systems across 185 economies.

SOWING THE STARTUP SEED 
The Startup ecosystem report 2012 from Telefónica Digital and the Startup Genome reveals that while Silicon Valley in the US 
is still the top startup location, flourishing communities in Latin America, Europe, the Middle East and Asia are catching up.

TAXABLE INCOME LEVEL (US$) WHERE HIGHEST RATES 
OF PERSONAL INCOME TAX TAKE EFFECT

TOP RANKED TAX REGIMES

29% 2011 45% 2012
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TRADE RULES EASED
To encourage trade, China has 
simplified or cancelled 49 of  
its procedures for foreign direct 
investment. Foreign investors no longer 
need approval for account opening, 
booking, or foreign exchange payment 
and settlement. Approvals for cross-
border transfers under conventional 
business and for the reinvestment of  
legally acquired funds in China have 
also been cancelled. The number of  
foreign direct investment account types 
has also been reduced, and registration 
and validation procedures simplified. 
The new requirements came into effect 
on 17 December 2012.

CHINA UPTURN EMERGES
A rise in China’s Purchasing Managers 
Index (PMI) after seven consecutive 
quarters of  slowdown has optimists 
hoping that the global downturn has 
bottomed out. Qu Hongbin, chief  
economist China and co-head of  Asian 
economic research at HSBC, said: ‘As 
November’s flash reading of  HSBC 
manufacturing PMI bounced back into 
expansionary territory for the first time 
in 13 months, this confirms that the 
economic recovery continues to gain 
momentum. However, it is still the early 
stage of  recovery and global economic 
growth remains fragile. This calls for 
a continuation of  policy easing to 
strengthen the recovery.’ 

ASIA JACKPOT FOR BDO
Asia Pacific is the fastest-growing 
market for BDO member firms, with 
the region recording a 48.5% rise 
in combined fee income for the year 
2011/12. Growth was driven by China 
and Japan, and merger activity in 
Australia. The figures did not include 
an upcoming merger with some PKF 
offices in China, which will add 350 
people. BDO CEO Martin van Roekel 
said he was delighted by the network’s 
overall results in the first year of  his 
role – at a time when 'the accountancy 
world is changing’ and ‘in tough 
times, companies all over the world 
are fiercely focused on cost, value and 
above all service’.

ENTREPRENEURS OF THE YEAR
Ma Weihua in mainland China, and 
Michael Wu for Hong Kong/Macau, 
are country winners of  the Ernst & 
Young Entrepreneur of  the Year 2012 
Awards. With Ma as its president, 
executive director and CEO, China 
Merchants Bank has achieved 
tremendous growth, becoming a joint-
stock enterprise with over RMB200bn 
net capital and more than RMB3trn in 
total assets, 900 outlets and 50,000 
staff. As chairman and managing 
director of  Hong Kong Maxim’s Group, 
Wu has transformed the brand into a 
diversified catering company with 760 
outlets serving 600,000 people a day. 

GREENING SINGAPORE 
Singapore is positioning itself  as the 
sustainability hub of  Asia Pacific. 
Two environmental groups – the 
Business Council for Sustainable 
Development (BCSD) Singapore and 
The Economics of  Ecosystems and 
Biodiversity for Business Coalition 
(TEEB) – have been launched to help 
Singaporean businesses be more 
sustainable. Constant Van Aerschot, 
BCSD executive director said that the 
city-state had successfully dealt with 
resource scarcity and now possessed a 
unique combination of  know-how and 
infrastructure. 

GLOBAL MOBILITY ON THE RISE
More than half  the companies in an 
Ernst & Young survey have increased 
the number  of  staff  they send to 
emerging markets, with China the 
leading destination. Most plan to send 
even more in 2013. Around half  of  the 
assignees heading to Africa, Brazil, 
Russia, India and China are senior 
managers on long-term assignments. 

IPOs UNDER SCRUTINY 
Proposed new rules for IPO sponsors 
in Hong Kong will give bankers greater 
authority to scrutinise their clients 
before they list. Investment banks 
are opposed to the sponsors of  IPOs 
bearing explicit civil and criminal 
liability for prospectuses; they argue 

IFRS JAPAN OFFICE OPENED
The IFRS Foundation, parent body of the International Accounting Standards 
Board (IASB), has chosen Asia as the location of its first international office 
outside the UK. The new office, which is based in Tokyo, will provide support 
to the Asia-Oceania region on the development, adoption and consistent 
application of International Financial Reporting Standards (IFRS). 

At the opening, Michel Prada, chairman of  trustees at the IFRS Foundation, 
noted that the region was home to some of  the world’s largest capital markets 
and fastest growing economies. ‘It is also a highly diverse region, hence the need 
to establish a local presence to ensure that views across the region are heard and 
considered as part of  the standard-setting process.’

It was for these reasons that locating the first international office in this region 
‘made perfect sense’, he said. ‘Many jurisdictions across the Asia-Oceania region 
have already adopted IFRS, while others have already made substantial progress 
in their transitional arrangements.’

IASB chairman Hans Hoogervorst (pictured) said the opening of  the regional 
office was a moment ‘of  huge symbolic significance. It demonstrates the 
commitment of  the IASB to be a truly global organisation.’

10 News round-up
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that competitive pressures and 
resistant clients can make it impossible 
for them to detect fraud. 

M&A RATCHETS UP 
China’s outbound mergers and 
acquisitions (M&A) will continue to 
gather strength, according to a Deloitte 
report, after a record-breaking amount 
of  investment flowing overseas over 
the first three quarters of  2012. China 
M&A activity will continue to rise over 
the coming 12 months, at least partly 
influenced by China’s 12th Five-Year 
Plan, according to the report. 

TOP LEADERS OF 2012
The latest winners of  CNBC’s Asia 
Business Leaders Awards have been 
announced. The CEOs honoured 
include N Chandrasekaran of  Tata 
Consultancy (Asia Business Leader), 
MS Unnikrishnan of  Thermax (Asia 
Innovator), Choo Chiau Beng of  Keppel 
(Corporate Social Responsibility), 
Dhanin Chearavanont of  Charoen 
Pokphand (Lifetime Achievement), 
Dr Lee Suk-Chae of  KT Corp 
(Talent Management), and Aswin 
Techajareonvikul of  Berli Jucker 
(Thailand Business Leader of  the Year). 

OFF-GUARD ON FRAUD 
Many companies in Asia are ill 
prepared to manage a fraud or 
corruption allegation, according to 
Kroll Advisory Solutions. Just half  of  
Asian companies that fall within the 
requirements of  the FCPA in the US 
and the Bribery Act in the UK have 
made a thorough risk assessment, 
and set in place a monitoring and 
reporting system to assess ongoing 
risks. ‘Worryingly, over a half  of  the 
respondents (51.3%) believe their 
systems are not sufficient or simply do 
not know,’ the Kroll report found.

BIG SPENDERS TO GROW CHINA
Affluent Chinese will be a powerful force 
behind the growth of  the mainland 
consumer market and account for 
5% of  global consumption by 2020, 
according to a Boston Consulting 
report. Today, China’s ‘affluent’ (those 
with annual household disposable 

incomes of  at least US$20,000) 
number some 120 million, and have an 
annual purchasing power of  US$590bn. 
By 2020, they will number 280 million 
and have a buying power of  US$3.1 
trillion – little short of  Japan’s predicted 
total consumption in 2020. 

REGULATION RISK RISES
The landscape of  business across 
Asia will change as regulation grows, 
a global report by KPMG has found. 
Grant Jamieson, head of  forensic, 
KPMG in China and Asia Pacific, said: 
‘At the moment, a lot of  in-house legal 
people are considered back-office, 
but this will change as regulation and 
litigation increase. For example, they 
will find themselves having to be more 
careful about contracts, as business 
grows and they are no longer dealing 
with people that they know, and as 
their corporate governance matures on 
the back of  increasing regulations.’

HK BAGS TOP SHOPPING SPOT
Hong Kong’s Causeway Bay shopping 
district has overtaken New York’s Fifth 
Avenue as the world’s most expensive 
retail destination. After a 34.9% rent 
hike, Causeway Bay shop leases now 
run to US$2,630 per sq ft, compared 
with Fifth Avenue’s US$2,500 sq ft, 
according to a Cushman & Wakefield 
report. ‘The real message here is the 

unfaltering advance of  the top global 
cities, fuelled by a shortage of  supply 
and the interest of  international 
brands,’ said John Strachan, the firm’s 
head of  global retail services. 

COOLING THE MARKET
Hong Kong has introduced more 
measures to cool its galloping property 
market off  after prices rose 20% in the 
first nine months of  2012, far ahead of  
economic growth. The new measures 
slap a further 15% stamp duty on non-
permanent residents and all companies 
buying homes in Hong Kong. 

TRADE UPS AND DOWNS
The value of  Hong Kong’s total goods 
exports dropped 2.8% year-on-year 
in October to HK$297bn while the 
value of  imported goods rose 3.3% to 
HK$339.7bn. The Census & Statistics 
Department said the value of  re-
exports fell by 2.7% to HK$292.2bn 
and the value of  domestic exports by 
8.2% to HK$4.8bn. For the first 10 
months of  the year as a whole, the 
value of  total goods exported rose 
1% compared with the same period 
in 2011. Within this total, the value 
of  re-exports rose 1.3%, the value of  
domestic exports fell 12.7%, and the 
value of  goods imported rose 2.6%. 
A visible trade deficit of  HK$385.7bn 
was recorded in the first 10 months. 

CHINA PAUSES FOR BREATH
Analysts are predicting a fairly 
conservative decade ahead for China 
under its new leadership team. 

In the November 2012 elections, Xi 
Jinping (pictured) was named as the 
Communist Party's new leader. The 
party faced great challenges but would 
work to meet ‘expectations of  both 
history and people’, he said. 

The 59-year-old Xi is gradually 
increasing his power ahead of  formally 
taking over as president in early 2013. 

Following a long-held tradition, China 
changes its leadership every 10 years. 
Xi replaces Hu Jintao, under whose 
administration China has experienced 
a decade of  extraordinary growth.

11Analysis
FROM HERO TO ZERO
Sacked by Olympus for making a stand against financial corruption at the 
Japanese camera giant, the company’s ex-CEO Michael Woodford describes what 
happened when he blew the whistle



GREEN CONVERSION
Unilever’s Tony Latham is flying the flag for the company’s sustainable living plan, but 
he has the tough task of making this visionary business strategy financially viable
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‘THE BUSINESS CASE
FOR THE UNILEVER
SUSTAINABLE LIVING
PLAN STACKS UP. IT IS
BELIEVABLE, IT IS VIABLE,
IT JUST MAKES SENSE’

J
ust a few months into his new job 
as vice president of finance, North 
Asia, at Unilever, Tony Latham has 
fully embraced the sustainability 

agenda that is increasingly shaping the 
giant multinational.

He is far from an environmental 
campaigner however. A finance 
professional with more than 15 years’ 
experience across Asia, Europe and 
Australia, he speaks about his 
employer and the Unilever sustainable 
living plan with conviction born out of  
consideration of  the facts.

‘Based on resource consumption 
today and the resources that are 
available, at some point in the near 
future, demand will fundamentally 
outstrip supply,’ he says.

‘I’m not someone who was or is 
particularly environmentally aware,’ he 
says. ‘But the facts on this are 
indisputable.’

The Unilever sustainable living plan, 
which was launched in 2010 and aims 
to lower the environmental impact of  
the company and its products by 2020 
while doubling the size of  its business 
and increasing its positive social 
impact, is setting Unilever apart as 
much as the company’s marketing 
savvy and famous penchant for product 
development. Unilever has stepped up 
its message of  sustainability over the 
past couple of  years while remaining 
clear that it is not new to the idea. 

Framework for old values
On the contrary, says Latham, 
sustainability has been at the heart of  
Unilever ever since Lever Bros launched 
its first packaged soap in the late 
1800s. Rather, the new plan creates a 
clear framework for this sustainability 
strategy, an approach to implement the 
company’s philosophy. 

‘The fact that Unilever has put the 
sustainable living plan at the heart of  
its business model, come out and 
stated what it wants to achieve and is 
now walking the talk is something that, 
for me, as a relative newcomer to the 
organisation, is very impressive,’ says 
Latham. ‘The concept of  this is not 

new. Lots of  companies have been 
talking about this.’

The company’s plan, and its reputation 
for innovation driven by ‘highly 
impressive’ people who invariably 
accomplish what they set out to do, were 
among the reasons why Latham joined 
the company. That and the fact that he 
likes the idea of  living and working in 
China – and giving his two young 
children the opportunity to learn 
Mandarin Chinese which he considers a 
gift for their futures.

Less than a year ago, Latham was 
working at Danone, a company whose 
leadership roles are mostly based in 
Europe. He had a ‘burning desire to 
return to Asia’. He has plenty of  
experience in the region, having worked 
for multinationals in Indonesia, 
Thailand and Australia.

And Asia he got. His responsibilities 
extend to an extremely diverse list 
of  countries that includes China, 
Hong Kong, Taiwan, South Korea 
and Japan. 

Emerging markets
More than most multinationals, 
Unilever has a big footprint in 
developing and emerging countries, 
which generate about 55% of  sales. 

It is those very markets that pose the 
biggest threat to sustainability as 
emerging middle classes seek to live 
better. They want healthcare and 
comfortable lives with modern 
conveniences and they can increasingly 
afford them.

But herein lies the problem; there 
are simply not enough resources for 
everyone to consume the way the 
developed world does today.

The tips
Successful candidates must stand 
apart, says Tony Latham, vice 
president of finance, North Asia,  
at Unilever. 

‘Last year we had 32,000 
applications for 100 places in the 
management trainee programme,’ he 
says. So aspiring professionals have 
to set themselves apart from the rest.

‘It is important to have a really 
strong technical base. They should 
get that through their education and 
bodies like ACCA. That’s kind of  a 
baseline,’ says Latham. 

But then, those who make the cut 
and into an interview are likely to 
have those bases covered. 

The next step is differentiated 
experiences, getting a variety of  
experiences that provide exposure 
to different aspects of  finance 
or accounting. 

But perhaps most important of  all 
for successful managers are 
information and passion. Latham 
says it is not hard to tell when 
someone is well researched and 
passionate, two qualities that 
prospective professionals need. 

‘I’m a big believer in someone’s 
willingness and enthusiasm to learn,’ 
he says. 

‘The enthusiasm that someone 
displays in an interview setting 
is critically important to me – 
the notion of  “will over the skill”.’
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The basics 
UNILEVER
More than 2 billion consumers 
will use a Unilever product 
tomorrow and another 2 billion  
will use one the next day.

A lot of  these products will be 
single-portion shampoos or 
soaps in the far reaches of  
Indonesia or India. Unilever’s 
reach is one of  its most impressive 
accomplishments. 

The company is 139 in the 2012 
Fortune 500 list with close to 
171,000 employees and profits of  
£5.22bn in 2011.

In China, Unilever has about 
6,000 direct employees and 
another 5,000 sales staff  
(through distributors) focused 
on Unilever products. Another 
12,000 promoters push the 
company’s products at 
supermarkets.

All told, close to 24,000 
people in the country depend on 
Unilever for a job at one level 
or another. 

Across the rest of  North Asia – 
which extends to Hong Kong, 
Taiwan, South Korea and Japan 
–  there are another 2,000 
employees. About 130 people in 
finance look after the region. 

‘THE MOMENT YOU
BUILD A CONTINGENCY
PLAN IS ABSOLUTELY
THE MOMENT YOU
WILL NOT SUCCEED’

‘At the macro level, the way the world 
is living today is quite simply not 
sustainable,’ he says.

But then, Latham is a finance 
professional with a strategic role and 
thus very aware of  the inherent 
contradiction in developing a business 
case for sustainable products. 

‘At the macro level the business case 
for the Unilever sustainable living plan 
stacks up. It is believable, it is viable, it 
is increasingly necessary. It just makes 
sense,’ he says. ‘At a country level it is 
starting to make sense for a whole 
variety of  reasons: governments are 
legislating, customers are demanding 
it, it gives us access to markets, etc.’ 

The challenges emerge in the next 
tier down. When an individual 
finance director is building a business 
case for the launch of  say, a new 
haircare product.

‘How does he or she start to capture 
the sustainability business case and 
business case for the launch of  that 
particular product in a particular 
market? That’s the next step,’ says 
Latham. ‘We are working on establishing 
best practice for how to do that now.’

Nevertheless, the company is 
committed. And so is Latham. 

‘It’s like a snowball coming down the 
hill and impacting more and more 
people through and outside the 
organisation,’ he says. ‘It’s a business 
strategy. It’s a vision that Unilever has 
brought on board and we are going for 
it. There is an unwavering belief  that 
we are on the right track and we can 
deliver on our ambition.’

‘The moment you acknowledge how 
difficult this is, the moment you build a 
contingency plan for failure, is 

The CV
Tony Latham joined Unilever in 
November 2011, capping more than 
15 years in Australia, Asia and Europe.

He studied at the University of  
Newcastle and is a professional 
accountant, joining SC Johnson in 
Australia in 1997. From 2003 to 
2006 he was its finance director in 
Indonesia based in Jakarta. He then 
joined Numico, a baby food and 
nutrition-focused subsidiary of  
France’s Danone as regional FD 
based in Thailand. His next move, in 
early 2008, was to Amsterdam as 
vice president of  finance in Danone’s 
medical nutrition unit.

Three years later, the choice was to 
move up the ranks in Europe or look 
for something in Asia, where Latham 
has a strong affinity with the culture 
and the business environment. He 
eventually found the type of  role he 
was looking for at Unilever and 
became vice president of  finance for 
North Asia, based in Shanghai.

absolutely the moment you will not 
succeed,’ he says. ‘Unilever wants to 
be at the forefront of  the solution and, 
as someone who is new to Unilever, I 
find it incredibly energising.’

Alfred Romann, journalist
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Feel the burn: minimum wage rises 
have caused sportswear company Nike 
to scale back its Chinese operations

P
oliticians around the world 
would kill for an economic 
growth rate of 7.5%. Only 
in super-charged China is 

this considered sluggish. For the 
Middle Kingdom, this is the slowest 
expansion in over two decades and 
there are tentative signs that some 
outside investors are trimming their 
ambitions in the world’s second 
largest economy. 

Foreign direct investment in October 
2012 was down, marking the 10th 
month that aggregate year-to-date flows 
fell compared with the previous period. 
US home improvement titan Home 
Depot is set to close its remaining 
seven giant stores, while Coca-Cola 
said that the slowdown was hampering 
its soft drinks business. Meanwhile, a 
survey – China Business Report 2011-
2012 – by the American Chamber of  
Commerce in Shanghai showed a slight 
decline in the proportion of  businesses 
that viewed China as their number one 
investment priority. 

Still, to most outsiders China’s 
recent deceleration looks more like 
a speed bump than a stop sign. 
‘Before we get carried away with 
the gloom, it’s worth remembering 
that an economy that grows at 7% 
a year doubles every decade,’ says 
Yukon Huang, the former China 
director for the World Bank and 
now a researcher at the Carnegie 
Endowment in Washington DC in 
the US. ‘On the bright side, there 
are signs that the nation’s economy 
is starting to rebound.’ Meanwhile, 
outside investors are keenly aware 
that the growth of  many sectors in 
China – such as medical equipment, 
consumer goods and aeronautics – will 

far outpace the expansion of  national 
income as a whole. 

The first surprise for many foreigners 
is how little China needs their money. 
Of  course, in absolute terms, the 
inflows of  cash from abroad seem 
huge. In 2011 US$124bn of  direct 
investment poured into China – second 
only to the US, according to United 
Nations agency UNCTAD. Indeed, 
according to a survey by BDO, China is 
the world’s top investment destination. 

Yet such sums are only a tiny slice 
of  the nation’s total investment, which 
is running at a gargantuan 46.2% of  
gross domestic product. ‘No modern 
nation has ever invested at this kind 
of  rate,’ says Nicholas Lardy, a senior 
fellow at the Peterson Institute in 

Washington, US. ‘Foreign money has 
been a relatively trivial component of  
this – close to 3% of  the total.’ 

This does not mean that overseas 
companies serve no purpose. ‘China 
does want investors that bring 
emerging technologies – especially 
in areas like pharmaceuticals, 
nanotechnology and aeronautics,’ says 
Huang. ‘So the Chinese government 
does care about the sentiment of  such 
key outsiders.’ 

So far all indications suggest 
that foreign investors – while seeing 
some short-term headwinds – 
remain extremely bullish about 
China’s prospects. 

First, the headwinds. Outsiders that 
were mainly attracted to China as a 
source of  cheap labour are increasingly 
tempted to look elsewhere. In a survey 
by AmCham China, close to 90% of  US 
businesses in China said the country 
is losing competitiveness because 
of  rising costs. ‘This is no longer the 
lowest cost place to manufacture and 
businesses are increasingly aware 
of  this,’ says Jeremie Waterman, a 
senior director at the US Chamber of  
Commerce in Washington DC. Even 
after inflation, the wages of  Chinese 
urban workers climbed by 12.4% 
in 2011, according to government 
figures. In some parts of  the country 
minimum wages are rising at over 15% 
a year, according to Thomas Rawski, 
a professor of  Chinese economics at 
the University of  Pittsburgh. That may 
make China a less appealing location 
for makers of  sports apparel like Nike 
and Adidas – both of  which have scaled 
back operations in the country. 

At the same time, rival nations have 
been gaining ground. A decade ago, 

REAPING REWARDS
While China’s economic slowdown has spelled disaster for some foreign firms, for 
others the long-term outlook makes foreign direct investment an attractive prospect
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Losing its sparkle? China’s economic 
slowdown has had an impact on  
Coca-Cola’s soft drinks business

for example, Mexican wages were 
close to 400% higher than those in 
China. Now they are just 29% more, a 
recent HSBC report showed. Within five 
years, some experts believe, Chinese 
workers will be pricier than their 
Mexican rivals. 

‘This is a double-edged sword,’ 
says Rawski. ‘The kind of  outside 
investment that relied solely on low 
wages is fading. But rising incomes 
are opening up a vast new market. 
Instead of  being just an export 
platform, China is now the big 

market to chase in its own right.’ 
This is reflected in the kind of  foreign 
investment that China is attracting. 

Wealthier Chinese citizens, for 
example, are demanding better 
healthcare. Since 2008 the Chinese 
government has doubled its healthcare 
budget to US$116bn, according to 
the nation’s Ministry of  Health. Add 
in private outlays and the nation’s 
healthcare bill is expected to treble to 
around US$1 trillion a year by 2020, 
according to a study by consultancy 
McKinsey & Co. 

It is small wonder then that US 
conglomerate, General Electric, 
recently moved the headquarters of  
its x-ray business to China, or that 
Germany’s Bayer Healthcare shifted its 
main general medicine office to Beijing. 

Again the opinions of  US companies 
in China are instructive. About 
half  of  those in the medical sector 
expected revenue growth of  20% 
or more over the coming year, the 
American Chamber of  Commerce in 
Shanghai survey showed. Consumer 
goods makers were also in high 

spirits, with 70% saying that their 
businesses were ‘profitable or very 
profitable.’ ‘That’s why China has 
become a must-have market for 
most Western countries, especially 
when rich nations  are growing so 
slowly,’ says David Basmajian, the 
chamber’s director of  communication 
and publications. 

Nestlé, the world’s largest food 
company which produces everything 
from chocolate bars to instant coffee, 
recently brushed aside worries about 
slackening growth and celebrated 

the country’s climbing wages. The 
company’s chairman for Greater 
China, Roland Decorvet, said in 
September that sales would grow 
by 20% in 2011 and a double-digit 
increase would continue into 2013. 
Currently the average citizen of  
mainland China drinks just four cups 
of  coffee a year, compared with 150 in 
Hong Kong and 600 in the US. Nestlé 
believes this will change quickly and 
Decorvet has said that his company 
plans to boost investment in every 
category in China. 

Even in industries like construction, 
which has seemed in danger of  
overheating, the long-term prospects 
for foreign investors look sunny. 
About half  of  the Chinese population 
live in cities at present, says Richard 
Herd at the OECD – a figure that is 
on track to climb to 60% by 2020. 
‘That is a vast number of  homes that 
need to be built and furnished,’ he 
says. The Chinese authorities have 
deliberately tried to cool the housing 
market, which saw prices jump by 
around 50% in 2010, according to the 
OECD. But China will continue to be 
a hotbed of  construction – both for 
housing and infrastructure. Caterpillar, 
the world’s largest manufacturer of  
construction and mining equipment, 
already has 17 manufacturing facilities 
in China and is building nine more. 

‘INSTEAD OF BEING JUST AN EXPORT 
PLATFORM, CHINA IS NOW THE BIG 
PLATFORM TO CHASE IN ITS OWN RIGHT’
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Solid foundations: China’s burgeoning construction industry is 
a potentially lucrative long-term prospect for foreign investors

The company’s president Richard Lavin 
said recently that the construction 
sector in China is poised to pick up 
again, possibly as early as the start 
of  2013. 

‘Even if  the Chinese economy does 
settle down to a more moderate 8% 
rate of  growth there will be many 
sectors that will expand far faster,’ says 
Herd. In addition, he believes that the 
worst for China has already passed and 
points to the 9.6% rise in industrial 
production for October 2012 as early 
evidence of  a rebound. 

Outside commentators are far 
from complacent. Only with good 
policies from the new-generation 
Chinese leaders can such world-
beating growth rates be sustained. 
‘China has historically relied on 
strong exports and vast investment 
spending to power its economy,’ says 
Lardy. ‘In the future it will need to 
foster more consumer spending and 
that means allowing the exchange 
rate to rise faster and boosting the 
social safety net to prevent excessive 
precautionary savings.’ 

Still, most academics and foreign 
investors alike believe China will 
meet this challenge. Growth is likely 

to remain sluggish for years to come 
in Europe and the US, according 
to estimates from the International 
Monetary Fund. Meanwhile, the 
performance of  China’s fellow BRIC 
countries – Brazil, Russia and India – 
has so far been failing to live up to the 

hype. That leaves China as a shining 
hope for many foreign investors around 
the world. A modest slowdown over the 
past year has done little to dampen 
these great expectations. 

Christopher Alkan, journalist

As developing countries industrialise, energy demand tends to race ahead 
of economic growth. China has been no exception. The US government 
estimates that the Middle Kingdom’s total energy consumption – which has 
been soaring in recent years – will more than double again by 2035. 

That could be a bonanza for foreign companies involved in energy extraction 
and conservation. Currently coal – the most polluting energy source – supplies 
70% of  China’s fuel, so the country is particularly welcoming to foreign 
companies that can help reduce this dependence. Siemens AG, the German 
industrial giant that makes wind turbines and already has about 29,000 
employees in China, said recently that it planned to scale up investment in 
the Middle Kingdom. The company has also been conducting research and 
development in China into energy-saving technologies. 

Meanwhile, Royal Dutch Shell, the Anglo-Dutch energy group, announced in 
September that it would plough at least US$1bn a year into developing China’s 
domestic output of  shale gas – considered to be a cleaner alternative to coal. 

‘Demand for energy in China is growing extremely fast,’ says Kevin Jianjun 
Tu, an energy expert at the Carnegie Endowment. ‘Foreign companies realise 
that this could be one of  the most exciting places to invest. Companies like 
Shell make investments for decades into the future so the latest slowdown is 
unlikely to worry them at all.’

 *FUELLING CHINESE GROWTH
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Ng Boon Yew described the growing importance of emerging 
economies in the development of global standards

A
s the global financial crisis 
continues to hit economies 
and international business, 
the role of the CFO is in a 

state of flux. Growing demands on 
the finance function have increasingly 
drawn CFOs into strategic decision-
making processes and they are fast 
becoming a major interface between 
the business and its stakeholders.

Speaking at the first regional ACCA 
CFO Summit Asia, held in Hong Kong, 
ACCA chief  executive Helen Brand 
remarked that the modern CFO had 
become ‘a true brand guardian, the 
senior business partner extending the 
reach of  the finance function across 
the whole organisation’. 

She added: ‘CFOs are prioritising the 
re-engineering and transformation of  
finance activities and their own position 
at the forefront of  business.’ However, 
she warned that achieving this goal in a 
sustainable manner would be difficult. 
Her comments set the tone for a day of  
reflection and debate over the critical 
issues facing finance leaders in Asia.

Presenters and panellists 
participating in the summit discussed 

pioneering approaches to outsourcing, 
talent management, risk management, 
corporate governance and other finance 
and business processes that need to 
be retooled or overhauled altogether 
in the process of  transformation. The 
discussions revolved around these 
issues because, as Brand pointed out: 
‘Nearly everyone in this room faces 
the challenges of  keeping the finance 
function in touch with the changing 
needs of  the business world and 
anticipating how those needs are going 
to change in the future.’ 

Transforming finance
Brand stressed the importance of  a 
robust response to the transformation 
challenge. ‘If  the finance function and 
the accountancy profession want to 
be there for business in the future, it 
must change with business, to meet 
changing needs,’ she declared, while 
acknowledging that the task was not a 
simple one. ‘We all know that business 
needs are incredibly complex and 
numerous, and there is no facet of  
business that is immune to change. 
The ways in which the finance function 

adapts and changes will need to be 
equally complex and numerous.’

Smarter analytics
In his presentation on driving finance 
transformation through business 
analytics, Scott Goodwin, CFO of  
IBM’s software group, growth markets 
unit, said that in becoming a globally 
integrated enterprise his company now 
deployed a significant portion of  finance 
and accounting staff  in shared services 
centres, for example, to reap the benefits 
of  labour and process arbitrage. Equally 
importantly, the transformation has 
freed the entire finance and accounting 
team to focus on supporting the CFO’s 
expanded role as change agent and 
trusted business adviser.

‘The challenge is to leverage the 
gains,’ Goodwin said. ‘While everyone 
in finance now uses a common chart 
of  accounts and financial systems, 
the high volumes of  data generated 
were only recently applied to analytical 
tools and processes for forecasting and 
decision support. There was minimal 
integration of  financial and non-
financial information and use of  this 

THE ART OF CHANGE

The power of finance 
leaders is constantly 
growing, but, as the first 
ever ACCA CFO Summit 
Asia heard, so too is their 
need to re-engineer just 
about everything about 
their role and resources to 
help organisations adapt to 
the furious pace of business 
change – and prosper



Above: Norman Sze (L) highlighted the impact of organisation size, while Holger Lindner 
flagged cost-cutting, effectiveness and compliance as key in financial transformations

information rarely went beyond what is 
possible through the extensive use of  
Excel worksheets.’

That’s all beginning to change with 
analytics-driven tools, processes 
and organisations. Goodwin said: 
‘The use of  analytics is an important 
and emerging new trend allowing an 
enterprise to transform, gain insights 
and optimise based on the analysis of  
an increasingly large amount of  data.’

In his presentation on business and 
finance analytics, Robert Bergström, 
executive principal at Accenture, 
agreed that analytics could enhance 
decision-making and bring competitive 
advantage. He added that one of  the 
key drivers of  a business strategy was 
‘to develop rich analytic capabilities 
and be able to prioritise capabilities 
based on expected value generation’.

The truth is that implementing 
business and financial analytics is a 
complex process that must take into 
account not only technology but also 
mindsets, organisational complexity, 
business culture and volatility in the 
business and economic environment. 
‘The world was more stable 15 or 
20 years ago. You could actually do 
an annual plan based on a set of  
assumptions that might change only 
slightly,’ Bergström said. Today, the 
assumptions behind the annual plan 
and forecasts change from month 
to month.  

The size of  the organisation was 
also a factor, said Norman Sze, 
managing partner, consulting, at 
Deloitte China, who was on the panel 
discussing transformation for value. 
A modest-sized organisation can 
probably rely on Excel spreadsheets 
to dig out information for decision 
support, he reckoned, but analytics 
programmes are required in larger and 
more complex companies to provide 
financial, risk and customer data 
modelling, as well as to craft different 
scenarios and undertake stress-testing.

Not just costs
Sze’s fellow panellist, Holger Lindner, 
former CFO at Daimler South East Asia 

and now a member of  the advisory 
council of  the Singapore CFO Institute, 
flagged three other critical elements in 
finance transformation: cost-cutting, 
effectiveness and compliance. 

‘Most companies think of  finance 
transformation once they realise 
there’s a problem – a problem with 
competitiveness, a problem with 
margins,’ he said. ‘So the immediate 
reflex tends to be, let’s cut the 
cost base to improve margins.’ The 
challenge for finance is to recognise – 
and make sure the board and the rest 
of  management also recognise – the 
need to tackle the effectiveness part of  
the equation as well. 

‘It’s easy for management and the 
board to say, let’s cut costs by 20%, 
now please work it out,’ said Lindner. 
‘But as CFOs we have to look at the 
entire equation of  value, which is 
benefits minus cost. If  you look only at 
cost, you tackle a relevant part of  the 
equation, but not all of  it.’ 

In short, attaining cost efficiency 
at the expense of  effectiveness is 
ultimately self-defeating.

Compliance and governance are part 

of  the equation too. Lindner said: ‘The 
sheer amount of  regulation we have 
to comply with in any given country, 
especially for a multinational with 
involvement in and exposure to different 
legislations, is so overwhelming.’

Outsourcing, insourcing
One answer is business process 
outsourcing (BPO) and/or insourcing 
via shared services centres. Citing 
Deloitte research, Sze listed the 
processes that ‘definitely can be 
outsourced or centralised’ as accounts 
payable, cash application, travel and 
entertainment, general accounting and 
other transactional finance, as well as 
consolidation, reporting, budgeting 
and planning.

Sze and Lindner both agreed that 
cost saving based on labour arbitrage 
was no longer the key driver for either 
insourcing or outsourcing. ‘In Asia 
Pacific, the cost savings are not as big 
as in the US or Europe,’ said Lindner. 
‘The key drivers are standardisation, 
which is one basis for analytics, 
reducing complexity, increasing 
efficiency, improving effectiveness – 

‘NO FACET OF BUSINESS IS IMMUNE TO CHANGE. 
THE WAYS IN WHICH FINANCE ADAPTS WILL NEED 
TO BE EQUALLY COMPLEX AND NUMEROUS’
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Helen Brand spoke about the challenges 
of keeping the finance function in touch 
with the changing needs of business

‘A CFO CANNOT AFFORD TO BE A SPECIALIST 
ONLY; HE OR SHE NEEDS TO ACQUIRE THE 
ABILITY TO TRANSFORM AT WILL’

doing things faster, better and with 
fewer mistakes.’ 

So what will be left in the retained 
finance function? At the head-office 
level, Sze suggested it could become a 
centre of  excellence for consolidation, 
reporting, cash management and other 
specialist activities. At local levels, the 
focus could be on budgeting, planning 
and forecasting. 

Lindner said the retained function 
could focus on becoming a respected 
partner to the business: ‘My core 
function is not to crunch the data; it is 
to make use of  the data to create value. 
The data that has been standardised 
will flow in from different sources and 
will just need to be processed [by 
shared services]. I don’t need to do this 
in the retained function.’

People management
One thread that wove through 
almost every panel discussion and 
presentation was the importance 
of  talent in finance transformation. 
‘You don’t want to lose your best 
people,’ said Lindner. At the outset, 
you don’t know who is really going to 
be affected by change – whose job will 
become redundant, what new skills 
and expertise will be needed, what 
offices will be closed or relocated. 
Communication lines must be kept 
open and managers should be ready to 
listen, explain and reassure.

But this dynamic is playing out 
against the backdrop of  finance 
capabilities in Asia that are, in Sze’s 
words, ‘not yet of  global standards’ 
in terms of  maturity. The region’s 
talent pool is still shallow in terms of  
professional accounting qualifications 
– and even shallower for the skills and 
expertise needed to support the CFO.

‘The finance function cannot afford 
only to look at the best people,’ 
Lindner warned. ‘We also need to look 

at the right people.’
In the same way, not every CFO has 

to take on an overarching strategic role 
– for example, if  they are in a family-
owned business. The CFO is expected 
to be ‘a sounding board for the board 
and for the CEO, provide necessary 
finance modelling and stress-testing 
for business propositions, and be 
a partner to the CEO,’ said Chiew 
Chun Wee, ACCA head of  policy, 
Asia Pacific, in his presentation on 
finance leadership. 

Chiew added that the CFO had a 
plethora of  duties that required a 
variety of  skills. ‘A CFO cannot afford to 
be a specialist only; he or she needs to 
acquire the ability to transform at will.’

Risk and governance
Above all, CFOs will be increasingly 
called on to help deal with the risks 
spawned by the uncertainty in the 
local, regional and global economy, 
not to say population growth, global 
warming, currency fluctuations and 
the risks inherent in managing the 
business. ‘Among all executives, it is 
the accountant and finance director 

who is least a risk-taker,’ said James 
Lee, director of  finance at Regent 
Hotel Singapore, because of  training, 
professional standards and ethics, 
which is the bedrock of  accountancy.

He was speaking at the panel on risk 
and reward. At consumer goods and 
adhesives company Henkel, reported 
its Asia Pacific vice president and CFO 
Marco Swoboda, an inventory of  risks 
was compiled every year. He added: 
‘However, the finance function drives 
risk management through a lot of  
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Above: Clarence Yang (L) and  
William Mak

VIDEOS OF THE SUMMIT
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               www.accaglobal.com/virtual

other tools, starting with the simple 
accounting concept of  provisions. 
Once a provision is or might need to 
be built up, all of  a sudden you have 
enormous focus on the respective risk 
for mitigating the impact as much as 
possible. In a larger perspective, risk 
management is an integral part of  
budgeting and forecasting processes.’

Patrick Chan, executive director and 
CFO of  Sun Hung Kai Properties, said: 
‘We have so many policies, procedures, 
theories, tools and techniques 
that help us do a good job on risk 
management but it all boils down to 
people, more than anything.’ 

The ethical tone should be set at the 
top and the board – the CEO and other 
senior managers should talk the talk 
and walk the walk. 

Paul Mok, group financial controller 
at Orient Overseas (International), said: 
‘The CFO has a role to play as catalyst. 
He is also responsible for cultivating the 
right kind of  financial control-minded 
atmosphere in the organisation.’ 

As Chan put it: ‘The CFO should be 
the conscience of  the company.’ It is 
yet another expansion of  finance’s ever 
widening remit. 

Governance
‘Risk management lies at the core 
of  whatever we do,’ noted Clarence 
Yang, head of  corporate governance 
Asia ex-Japan at BlackRock, during 

a panel discussion on corporate 
governance. ‘We review the quality 
of  the management teams of  the 
companies we invest in and their ability 
to manage risk in the most effective 
way. We believe that this leads to an 
environment where projects can be 
executed as best as possible.’ 

Fifteen years on from the Asian 
Financial Crisis, corporate governance 
practices and related regulations 
continue to evolve in Asia Pacific, yet 
panel speakers Kevin Lau, director 
at Hin Yan Consultants, and Arnout 
van Rijn, executive vice president and 
chief  investment officer at Robeco 
Asia Investment Center, agreed that 
corporate governance should not be a 
box ticking exercise. Noting that failing 
to pay attention to the benefits of  good 
corporate governance could lead to a 
loss of  value, Lau argued that a company 
‘could be punished by investors for 
not doing enough in maintaining good 
corporate governance.’

In his presentation on the coming 
10 to 15 years, veteran accountant 
Ng Boon Yew, executive chairman 
of  Raffles Campus and chairman of  
ACCA’s Accountancy Futures Academy, 
said that ‘concepts such as justice and 
fairness could be incorporated in the 
reporting system of  the business in 
the future’ as the public and investors 
sought more evidence that companies 
were acting responsibly. 

His presentation highlighted the 
key findings of  ACCA’s recent report, 
100 Drivers of change for the global 
accountancy profession, among them the 
growing role of  emerging economies in 
the development of  global accounting 
standards and practices.

Closing the summit, ACCA Hong 
Kong chairman William Mak noted that 
the modern CFO helps organisations 
navigate incredibly challenging times, 
and grows both top and bottom line in 
the face of  a highly competitive climate 
– a truly difficult task. ‘CFOs have never 
been more important in bringing their 
financial skills, acumen and expertise 
to bear. While these developments 
present enormous challenges, they 
also present excellent opportunities for 
finance leaders and the functions they 
lead. They very much place the finance 
function centre stage for the business.’

Cesar Bacani, journalist 
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‘IF YOU ALWAYS STAY WITH THE NUMBERS, EVEN 
THOUGH YOU UNDERSTAND THE BUSINESS MODEL, 
YOU MAY NOT UNDERSTAND THE MARKET’

C
FOs occupy a middle ground 
that requires them, in order 
to be effective, to be well 
versed on micro issues while 

keeping a firm eye on the big picture. 
It can be a difficult balancing act, 
but one that is necessary for CFOs 
to take on critical leadership roles 
within large companies, working in 
partnership with the CEO to guide an 
enterprise forward, all the while acting 
as a useful adviser to the board, said 
participants at ACCA roundtables, 
The Value of the Modern CFO, held in 
Beijing, Shanghai and Shenzhen last 
September and October. 

CFOs are key to the growth both of  
business and economies, said David 
Wooton, the then mayor of  the City 
of  London, who opened the Shanghai 
event. All told, said Wooton, a full 
third of  board members of  FTSE 
100 companies on the London Stock 
Exchange are accountants.

In London, for example, CFOs are 
a ‘key part’ of  the city’s offer as the 
‘only truly global’ financial centre. And, 
as they are in London, high-calibre 
CFOs are also key to the evolution of  
Shanghai as a financial hub. 

Not all accountants are CFOs and, 
practically speaking, not all CFOs 
are accountants. But accountancy 
credentials can help finance 
professionals grasp the fundamental 
aspects of  credits and debits that are 

so important to the understanding of  a 
business, panellists said. 

A CFO’s job is to transmit the 
numbers to the board and key 
executives, said Johnny Lau, CFO, 
Spring Group, which includes low-cost 
carrier Spring Airlines. 

‘[They have to] focus on the 
profitability, focus on the financial 
health of  the entire company,’ said 

Lau, adding that in China, ‘Why?’ 
and ‘How much?’ are always the two 
missing questions.

At the end of  the day, the CFO is the 
link between business and an often 
complicated regulatory environment. 
This is particularly true in the evolving 
China market where laws are almost 
always in constant evolution, regulations 
not always clear and companies may 
have to successfully navigate grey areas. 
An effective CFO would, in this case, be 
the navigator. More than that, however, 
he or she needs to be eloquent in this 
– not only guiding a company through 
difficult waters but convincing everyone 
why certain moves are necessary. 

‘My key role is as a bridge,’ 
said James Pan, FD for Greater 

China at Minor Food Group, a Thai 
conglomerate. ‘Sometimes I feel that 
my bosses in America or Thailand don’t 
understand the China environment.’ 

That means that local knowledge can 
be a plus. Such knowledge can help a 
CFO and those above them understand 
the nuances of  local laws, regulations 
and compliance requirements. In so 
doing, CFOs can add a certain amount 

of  value to a company, particularly a 
listed one. 

‘If  the economy is not good, 
the CFO can give a pre-warning to 
fund managers so that they are 
psychologically prepared for bad 
results,’ said Gao Yunfeng, president, 
Han’s Group, speaking at the 
roundtable in Shenzhen. ‘The CFO can 
create value for a firm, just like those 
of  business departments.’ The secret, 
said Gao, is for the CFO to help the 
company review the past, manage the 
present and plan for the future. 

Foreign vs local
In addition, international companies 
may also need someone who can 
move comfortably through the distant 

MOVING ON UP
A series of ACCA roundtables offered an insight into why the modern CFO is vital for 
today’s ever-changing business environment – and how they can rise to the challenge
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halls of  multinational head offices. 
CFOs should be able to communicate 
those on-the-ground financial realities 
to regional or global head offices 
who are less concerned about the 
regulatory hurdles that may impede 
the implementation of  a particular 
strategy and more focused on how to 
navigate those challenges. 

‘You really have to look at the 
individual,’ said Martijn Vankan, FD, 
Shell China, speaking at the Beijing 
event. ‘Somebody who can relate to 
the local culture is very valuable, but 
somebody who knows head office 
and has spent some time in China is 
also valuable.’

In many ways, cultural differences 
can have a very real impact on job 
performance. ‘Asian culture is to be 
humble, not to have confrontation 
or conflicts with others,’ said Li Xia, 
vice president of  financial service, at 
Volvo Car China, speaking in Shanghai. 
‘When you take a very senior position 
in an organisation you might have a 
psychological consideration in saying 
“no” to your boss.’

This is less of  a problem among 
the younger and more educated 
professionals who are now entering 
the profession or starting to move up 
the ranks of  middle management. 
Nevertheless, it remains a concern for 
directors – particularly foreign ones 
– while remaining a barrier for local 
professionals. On the other hand, it is a 
barrier that the best professionals are 
truly aware of. 

Ultimately, said Lau, the CFO has 
to keep in mind that he or she works 
for multiple stakeholders, even if  the 
idea of  the lao ban or ‘big boss’ that 
rules over an organisation remains very 
much in play, particularly in the larger 
state-owned organisations in China.

‘Who is the boss of  the CFO? Is it 
the CEO? Is it the board? Is it the whole 
company?’ asked Lau. 

Taking the top job
The picture of  the ideal CFO that 
emerged from the discussions sets 
the bar high, particularly for finance 

professionals looking to shift into 
business leadership roles – to change 
the ‘F’ to an ‘E’ – as Li hopes to do. For 
these ambitious CFOs, the role is much 
more than just numbers, she said.

‘If  you always stay with the numbers, 
even though you understand the 
business model perfectly, you may not 
understand the market,’ she added. Li 
believes, however, that the CFO is not 
a natural CEO. ‘It is much easier to 
do backseat driving than drive the car 
yourself,’ she said. 

CEOs who participated in the events 
put forth a similar view. A gatekeeper 
CFO certainly has a role to play but it 
is not always the one that top company 
executives are looking for. Cheng Hei-
Ming, director and chief  executive at 
KaiLongRei Investment in Hong Kong, 
said that CFOs should look after the 
figures but that is only the first part of  
their job. A truly effective CFO should 
also be a partner to the CEO and other 
business heads. They should be open 
minded and willing to find ways to solve 
problems, rather than just throwing 
up the regulatory roadblocks they 
encounter. ‘CFOs often say, “you cannot 
do this, you cannot do that”. But a 
CEO’s job is to make decisions,’ he said. 

There is a tendency among Chinese 
CEOs to overlook their CFOs. Changing 
this requires constant work on the part 
of  the CFO to educate the CEO. ‘Once 
he understands you, he will include you 
in his team,’ said Gao. ‘If  the CFOs can 
implement their leader’s ideologies they 
will increase the trust headquarters has 
on them. Your boss will value you more 
and more and your position will become 
higher and higher.’

The search for talent
For corporations, finding and nurturing 
this ideal CFO can be as challenging 
in China as anywhere else. Although 
there are plenty of  talented people, 
only a small portion have a significant 
amount of  experience working for 
large or multinational corporations, 
and fewer still have the type of  built-in, 
wide-angle lens that companies need. 

At the same time, there is still a 
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The roundtables in China followed a similar exercise in Singapore last March, 
when ACCA brought together directors and company executives to hear their 
perspectives on what makes a CFO valuable. 

The views in China echoed, in large part, those that emerged in Singapore 
while taking into account the realities of  the China market. Chiew Chun Wee, 
ACCA head of  policy, Asia Pacific, who moderated at the Chinese roundtables, 
presented the findings from the Singapore event, remarking that participants 
emphasised the importance of  the CFO constantly asking ‘Why?’. This allows 
the CFO to obtain an in-depth appreciation of  what is happening within the 
organisation. It also means that the CFO has to be willing and able to critically 
challenge the CEO and their fellow C-suite colleagues when their plans and 
actions go against the organisation’s ‘conscience’ and the CFO’s sense of  
integrity. Then, the CFO is expected to act as the ‘voice of  reason’.

 *A TALE OF FOUR CITIES

balance between communication and 
tact, particularly with the board. There 
are times when the local penchant is to 
keep quiet, despite the importance of  
speaking out on an issue. ‘The purpose 
of  communication is to create an 
atmosphere of  trust,’ said Sun. 

It is difficult to understate the 
importance of  communication, said 
Lau – almost as difficult as it is to 
master this seemingly simple skill. 
Furthermore, it is not only about 
imparting information and advice to 
bosses who need to have a strong 
grasp of  the business but also being 
able to elicit important information 
from them. ‘Communication is a 
very difficult thing, but it is very 
important,’ Lau said. ‘You need a lot 
of  communication.’

Speaking in Shenzhen, CFO and 
vice president of  Yulong Computer 
Telecommunications, Joanson Jiang, 
pointed out that it is up to the CFO 
to implement a company’s strategy 
and decisions taken by the board and 
shareholders.

‘The ultimate goal is to maximise 
shareholders’ benefits and increase the 
company’s market value,’ said Jiang. 
He believes that a successful CFO has 
immense knowledge of  the job and 
company as well as ‘unique thinking’. 
A CFO has to know how to structure a 
deal and lead a team through it. 

Alfred Romann, journalist

penchant for constant job hopping that 
makes retaining top talent difficult. The 
idea of  building a career with a single 
multinational takes a back seat when a 
40% salary jump is on offer. As a result, 
companies like GE Healthcare China 
put a lot of  emphasis on nurturing their 
talent and keeping it, explained Roberto 
Mello, the company’s CFO.

Whereas a young Chinese 
professional may have several jobs on 
their resumé, it is not uncommon to 
find foreign professionals who spend 
their entire careers working for a single 
company. Mello, for example, has 
worked his entire career for GE. Another 
speaker at Beijing, Annie Sun, CFO at 
EMC Computer Systems (China), was 
a visible counterpoint. Since 1993 she 
has worked for China Construction 
Bank, Motorola and Hewlett-Packard. 

Another factor at play is that smaller 
companies may not have the scope of  
work for a true CFO. In addition, asserted 
Tian Maoyong, publisher of  CFO World 
and moderator of  the Shenzhen event, 
most Chinese CFOs still see their role as 
an accountancy one.‘You cannot learn 
from the accounting subjects how to 
do strategic management and investor 
communication,’ said Tian. ‘If  your 
knowledge is outdated, it is very difficult 
to become a value-adding CFO.’

Communication
Another issue is communication. An 
effective CFO should strike the right 

www.clarusglobal.com


W
ith three decades working 
for a Japanese camera 
giant under your belt, you 
are rewarded for leading 

the growth of the European arm with 
promotion to company president – the 
first non-Japanese national ever to 
hold the post. The fact your new role 
starts on April Fool’s Day does not 
seem an omen.

As you’re finding your feet, an article 
appears in an obscure Japanese 
magazine, Facta, alleging that your 
company had spent getting on for 
US$1bn on ‘minuscule’ businesses and 
writing off  the costs in the subsequent 
year. The magazine also asks questions 
about the ‘bizarre acquisition’ of  a 
British company at a large premium 
over its market capitalisation, with 
US$700m in unexplained advisory fees 
linked to the deal.

Stonewalled
But your CEO brushes aside your 
questions, as do other senior 
colleagues. Suspicious, you start a 
paper trail, writing a formal letter to 
the company’s compliance officer. 

As you turn up the heat, your new 
board colleagues get tense. A second 
article appears in Facta, mentioning 
‘anti-social forces’, a euphemism for 
organised crime. The rest of  the 
Japanese media studiously ignores the 
story, as do shareholders.

You start to fear having an ‘accident’. 
You suspect you are being followed. 
Any chance of  a proper investigation 
could be buried with you. 

Lacking hard evidence and aware of  
your fiduciary duties not to gratuitously 
damage the company but unable to 
ignore potential criminal activity, you 
start to copy your communications to 
the auditors – not just in Japan, but 
their colleagues in Asia, Europe and 
the US, as well as the audit firm’s 
global chairman.

This might all sound like the start of  
a fictional thriller but it is in fact the 
true story of  Michael Woodford, the 
former CEO of  Olympus, who in 2011 
turned whistleblower on the company, 

FRAUD IN 
THE BOARD
Sacked by Olympus for his stand against financial 
corruption, ex-CEO Michael Woodford describes what 
happened when he blew the whistle

27



which eventually admitted it had 
hidden losses of  US$1.5bn in corrupt 
transactions and accounting scams.

He has now documented his story in 
a book, Exposure: Inside the Olympus 
Scandal. Readable and fast-paced, it 
details his growing suspicions that 
something was badly awry at Olympus, 
his battle to investigate, and the 
company’s attempt to appease him by 
briefly appointing him as CEO in 
September 2011 before 
unceremoniously dismissing him a 
fortnight later as both CEO and 
president. The book then covers his 
ultimately successful fight to expose 
what happened despite legal action 
from Olympus and the enormous travel 
and legal costs he had to shoulder. 

Talking to Accounting and Business at 
his London flat, Woodford has both 
good and bad to say about the role of  

the various accountants and financial 
professionals involved in the events.

As he worked to build up a picture of  
the accounting manipulation and 
transactions that had taken place, he 
says he worked closely with three 
accountants in the UK. 

No wriggle room
‘They were very helpful. They 
helped me frame and structure the 
communications I started to write 
when I felt I needed to formalise and 
evidence what had gone on. They were 
very important in ensuring that we 
framed the questions in a way where 
they were very specific and left no 
wriggle room.’

Woodford has not named the three, 
other than to say they were Olympus 
employees. ‘They are very ethical and 
straightforward people and very 
committed to the company,’ he says.

But those with board responsibility 
come in for harsh criticism. In the 
book, Woodford recalls his sacking 
in a tense encounter with Hironobu 

Kawamata, the director and executive 
officer who was in effect CFO. 
Kawamata demanded Woodford hand 
over his phones and laptops, and 
ordered him to leave his apartment. 
‘What shocked me is that he was so 
gratuitously hostile in the minutes 
immediately following my dismissal,’ 
says Woodford.

Tsuyoshi Kikukawa, the man 
Woodford had succeeded as president, 
remained chairman and assumed the 
new title of  CEO. As well as serving as 
president for 10 years, Kikukawa had 
been head of  the finance department. 
Kikukawa subsequently admitted filing 
false financial reports and, along with 
two other executives, at the time of  
going to press faces a prison term of  
up to 10 years. 

Along with the rest of  the Olympus 
board, Kawamata resigned in February 

2012; he was not implicated in the 
criminal proceedings. 

In Japan, says Woodford, it is not 
uncommon to find people in senior 
financial positions who haven’t had 
conventional accountancy training 
because managers are rotated  
around roles.

As his worries grew, Woodford sent a 
copy of  his letters to the Olympus 
board to the  Ernst & Young partners 
globally, which at the time enabled him 
to share his then unproved concerns 
with an external party without breaking 
his fiduciary duty to the company by 
going public. This transparency also 
provided some comfort at a time when 
he felt his safety was threatened.  
But he adds: ‘I still find it hard to 
fathom how the auditors missed the 
fraudulent nature of  these bizarre and 
sizeable transactions.’

EY took on the audit of  Olympus in 
2009, after the departure of  KPMG. 
Michael Andrew, KPMG’s global 
chairman, spoke out in November 
2011 about the Olympus scandal, 

saying: ‘We were displaced as a result 
of  doing our job,’ and ‘It’s pretty 
evident to me there was very, very 
significant fraud and that a number of  
parties had been complicit.’

But Woodford comments in his  
book, having parted company with 
Olympus, why did KPMG not shout 
longer and louder? Second, if  KPMG 
had been so concerned, how could it 
have signed off  Olympus’s 2009 
accounts without qualification? 

Woodford also asks why the issue 
didn’t come up in its handover of  the 
audit to EY. ‘I was surprised by how 
such extraordinary transactions did not 
raise alarm.’

EY declined to comment to 
Accounting and Business on its work  
for Olympus.

Since his official resignation from 
Olympus in November 2011, Woodford 
has given up on his attempt to take 
over the company with a new group of  
directors, and won a £10m settlement 
for unfair dismissal and discrimination. 
He has also been travelling the world 
speaking about the lessons to be 
learned from the scandal.

‘Many of  your readers may not agree 
with me, but I do believe in the 
mandatory rotation of  auditing firms,’ 
he says. ‘As human beings, if  you know 
somebody else is going to come along 
and have another look, then you’d be 
much more cautious.’ He also has 
concerns about auditors selling 
consultancy services. ‘I know this 
creates loud and heated views, but the 
trouble is the world keeps seeing 
scandal after scandal.’ 

Red flags
He points out that Japanese companies 
spend only around half  as much on 
audits as do Western companies, 
and that some very large companies 
in Japan use very small audit firms 
– a ‘red flag’, adding ‘for capitalism 
to work, you need robust, vigorous 
external audits’.

Woodford also stresses the 
importance of  independent 
mechanisms for whistleblowers to air 
their concerns while offering them 
comfort about their personal situation. 

‘I STILL FIND IT HARD TO FATHOM HOW THE 
AUDITORS MISSED THE FRAUDULENT NATURE OF 
THESE BIZARRE AND SIZEABLE TRANSACTIONS’
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Although he is celebrated as a 
whistleblower, Woodford points out that 
he was not the true whistleblower who 
gave the story to Facta. His book 
describes a meeting late in the saga 
with this unnamed person over cans of  
Sapporo beer and Ritz crackers in a 
Tokyo flat. ‘He or she is the hero of  the 
story. I had a foreign passport. I could 
get out.’

What shines out from the book is 
that the only effective mechanism for 
exposing Olympus was the media. 
Corporate governance, auditors, 
regulators and shareholders all failed.

Woodford lavishes praise on Facta but 
has harsh words for the rest of  the 
Japanese media. Nervous about taking 
on a Nikkei company, they ignored the 
story until it had been broken in the 
Western media when Woodford, the day 
after his dismissal, called a Tokyo-based 
Financial Times journalist to give him the 
scoop of  his life. The Financial Times, 
Wall Street Journal, The New York Times 
and Thomson Reuters, he says, should 
be credited for running with the story. 

Stiffer penalties
Woodford feels that judicial sanctions  
for white-collar crimes should be 
stiffer to discourage corporate fraud. 
‘Executives should suffer custodial 
sentences, rather than just the 
companies paying fines. White-collar 
crime does have victims.’ 

It is clear that Woodford has a love 
and respect for Japan, and he 
dedicates his book to his ‘musketeers’: 
Koji Miyata, former head of  Olympus’s 
medical business, and spokesman and 
translator Waku Miller, who supported 
him through the events. 

But he says: ‘There is a very 
disturbing side to corporate life in 
Japan. That’s why I’m very sceptical 
about its prospects.’ His concerns range 
from its culture of  deference and ‘yes 
men’, to the peculiarities of  its 
ownership structures such as the 
cross-shareholding system in which 
large companies all own shares in each 

The CV
Michael Woodford MBE grew up 
in Liverpool and joined Olympus 
as a salesman, rising through the 
ranks to run its UK, European and 
global operations. In April 2011 he 
was appointed president and CEO 
of Olympus Corporation, the first 
Western salaryman to rise through 
the ranks to the top of a Japanese 
giant. As a result of the events 
described in Exposure he was 
named Businessman of the Year 
2011 by The Sunday Times, The 
Independent and The Sun and won 
The Financial Times Mittal Arcelor 
Award for Boldness in Business. 

Exposure: Inside 
the Olympus 
Scandal is 
published by 
Portfolio Penguin 
and available 
from all good 
booksellers.

  *FRAUD IN THE FRAME

other. ‘There are probably other 
Olympuses out there in Japan,’ he says.

What about the rest of  the world?  
He says: ‘We’re still not in a position  
where we should feel comfortable  
or complacent.’ 

Woodford says he has not been short 
of  job offers, but has preferred to 
spend time talking and writing about 
his experiences and the issues that 
have arisen from them.

And, of  course, he’s been writing the 
book, which he says nearly killed him. 
‘It’s not sanitised and I’m very explicit. 
I refer to lots of  names and people. 
Three sets of  lawyers reviewed the 
book. I think it will appeal to a lot of  
people in business, and the finance 
sector in particular – where you wear a 
suit and go to work, send emails, go to 
meetings, work on Excel spreadsheets, 
and suddenly you find yourself  in this 
John Grisham-like novel.’

Chris Quick, editor



The accounting and reporting requirements for listed companies in China 
have evolved hugely. However, as Zhou Qinye, former executive vice president 
of the Shanghai Stock Exchange, explained, there is still a need to do more to 
enhance transparency and disclosure.

Zhou identified the key requirements for this ‘transparency revolution’: 
the creation of  a healthy information disclosure culture; the building of  ‘a 
sophisticated information disclosure system and relevant rules’, with a shift 
towards principles rather than provisions; and a set of  best practices for 
information disclosure.

He then outlined five steps China needs to take to achieve 
these requirements. First, actively promote information 
disclosure. Next, develop the Management Discussion and 
Analysis Disclosure Guidelines to encourage management’s 
disclosure of  risks, uncertainties, forward-looking 
information, business plans and trends. Third, for impartial 
institutions to help build a complete information disclosure 
rating system, and he encouraged the press and public to 
play a supervisory role in relation to corporate reporting. 
The fifth step was to ‘increase penalties for illegal behaviour 
regarding information disclosure’, including false and 
misleading statements and untimely disclosure. 

    *CHINA’S TRANSPARENCY REVOLUTION

T
he International Accounting 
Standards Board (IASB) is 
no longer threatened by US 
reticence about adopting 

International Financial Reporting 
Standards (IFRS), but is concerned 
about the increasing divergence 
between IFRS and US GAAP. This 
was the view of IASB chairman Hans 
Hoogervorst, when speaking at ACCA’s 
International Assembly 2012.

Hoogervorst noted that the spread of  
IFRS in the last decade has been ‘truly 

HOOGERVORST  
REACHES OUT
Disappointed but unbowed by US reluctance on IFRS, IASB chairman Hans Hoogervorst 
explains how the board is attracting more input from emerging economies

phenomenal’. Around three-quarters 
of  G20 countries have already adopted 
or are on the verge of  adopting IFRS. 
Similarly, many emerging economies 
have also adopted or are in the process 
of  doing so, although a few countries 
‘still need to take a first or last step’. 
China’s standards, for example, though 
closely aligned with IFRS, are not 
exactly the same. The biggest question 
mark, however, hangs over the US. The 
Securities and Exchange Commission’s 
failure in 2012 to take any decision 

on its approach to IFRS was ‘a 
big disappointment’, Hoogervorst 
admitted, referring to the SEC’s July 
2012 paper listing possible problems 
for the US arising from IFRS adoption.

The IASB has subsequently analysed 
all these possible obstacles, comparing 
them with the challenges faced and 
overcome by other countries that 
have already adopted IFRS. ‘Our 
conclusion,’ Hoogervorst told delegates 
at the London event in November, ‘was 
that there was nothing that countries 
like Brazil, Malaysia or Argentina could 
do that the US – as a “can do” country 
– cannot.’ That said, giving up its rules-
based system for IFRS would be hard 
for the US, Hoogervorst admitted.

Regardless of  any future US decision, 
Hoogervorst said countries that have 
adopted IFRS show few signs of  
second thoughts. ‘They have done 
the conversion and the work; they 
see the benefits of  an internationally 
recognised language. Five years ago, it 
[lack of  US adoption] might have led to 
a disintegration of  the whole project. 
I am not worried about that now. But I 
am worried that the US finds it so hard 
to make a decision and that it might 
lead to growing divergence between 
IFRS and US GAAP. If  we do not see any 
sort of  tangible step towards IFRS in 
the near future, there is a danger we will 
drift apart.’ Already Hoogervorst senses 
a change in the attitude of  US standard-
setter the Financial Accounting 
Standards Board (FASB), with talk now 
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Lorraine Holleway FCCA, chair of ACCA’s Global Forum for Corporate Reporting 
and head of financial reporting at Qatar Shell, highlighted the importance of 
standards that enable markets to make meaningful comparisons of corporate 
performance across national borders. ‘ACCA has always championed the cause 
of setting strong and credible technical standards in accountancy and audit,’ 
she said. ‘We at ACCA will continue to be a constructive partner to the IASB 
in its efforts to achieve a framework that all companies and markets can buy 
into. In particular, we will support the IASB in its efforts to achieve a definitive 
agreement on the status of IFRS with the US authorities.’

Holleway suggested that progress was also needed 
in relation to the degree of  coordination in the current 
standard-setting frameworks for accounting, external 
and internal audit, and corporate governance. Individual 
standard setters justifiably had their own priorities, but the 
individual disciplines did not exist independently – they did 
impact each other. She said: ‘The whole standard-setting 
process, and all the stakeholders who are interested 
in it, could benefit from the standard-setting bodies 
coming together to create a common vision’ – a shared 
understanding of  what their various processes are  
trying to achieve.

  *FORUM CHAIR IN COORDINATION PLEA

only of  ‘greater comparability in global 
standards’, as opposed to ‘a single set 
of  global standards’.

Nevertheless, the reasons for 
the spread of  IFRS are ‘logical’, 
Hoogervorst said. ‘Institutional 
investors no longer invest [only] in 
their own country, they invest around 
the world. Investors need to trust the 
numbers. That’s why we need one 
[accounting] language.’ Similarly, 
multinational companies want to 
eliminate the burden of  multiple 
local reporting requirements, while 
securities regulators also ‘want a 
level playing field around the world’, 
Hoogervorst said.

Global reach
Given the global reach of  IFRS, the 
IASB itself  needs to be a global 
organisation, Hoogervorst said. It 
has therefore set up an Emerging 
Economies Group as ‘an informal 
forum to learn about the challenges 
that especially emerging economies 
can face when applying certain aspects 
of  IFRS’. The IASB’s constitution 
has also been amended to be more 
inclusive of  its broad range of  
stakeholders, and the board now 
contains members from China, Korea, 
India and Africa. A new Accounting 
Standards Advisory Forum is also being 
set up, consisting of  national standard 
setters and regional groupings. ‘We will 
try to get input from all over the world,’ 
Hoogervorst said.

One ongoing challenge, Hoogervorst 
noted, was to gain input from 
investors. ‘They are the people we are 
doing all the work for, but they are hard 
to find… We need to find a new way to 
approach them,’ he said.

Looking to the future, the IASB will 
be trying to complete the four 
remaining convergence projects on 
revenue recognition, leases, financial 
instruments and insurance. It will also, 
in line with constituents’ requests, 
focus on its principles and the 
conceptual framework. ‘We are going to 
go back to our roots and going to think 
about the main principles of  
accounting,’ Hoogervorst said.

Sarah Perrin, journalist
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Comment

I remember interviewing Tan Wee 
Seng in 2007, when he was the group 
CFO of Li Ning, one of China’s leading 
sportswear companies. He was 
energetic, articulate and obviously 
at the top of his game. The next year, 
though, I heard he had left Li Ning to 
pursue other interests. 

Wee Seng has reinvented himself. 
He is a non-executive director of  Xtep, 
a Chinese sportswear enterprise, and 
cosmetics company Sa Sa International. 
He is also an independent director of  
solar firm ReneSola and hotel chain 
7 Days Group Holdings, and he is an 
independent non-executive director of  
baby products company Biostime.

I thought of  Wee Seng when I 
spoke to Gerard Dalbosco, Oceania 
area managing partner at Ernst & 
Young. The accountancy firm has just 
released a new study, CFO and beyond: 
the possibilities and pathways outside 
finance. The research surveyed 800 
CFOs in 347 large companies around 
the world, 15% of  them in Asia Pacific, 
and examined their career paths in 
2002 and 2012.

‘Only 15% of  the CFOs in 2002 
have become either CEO or CEO 
and chairman,’ Gerard told 
me. Just 13% of  the Asia-
Pacific CFOs expressed a 
desire to become a CEO. 
But an overwhelming 
82% of  all 800 said 
they would consider 
another role after 
being CFO, including 
an independent 
directorship.

Indeed, 46% 
already serve as 
non-executive director 
of  another company. 
That’s up from 36% 
in 2002. Why? 
‘Because of  the 

Develop your board appeal
[Taking on non-executive director positions on the boards of other organisations will give you the 

opportunity to demonstrate your leadership ability in roles beyond finance, says Cesar Bacani 

global financial crisis and the volatility 
that we’ve seen in global markets 
over the last five or six years,’ Gerard 
explains, ‘there are more boards that 
need people with strong financial 
capability and CFOs, of  course, have 
terrific understanding of  the numbers.’

The strategic CFO who takes on 
broad roles, not just 
the transactional, 
compliance and 

reporting, is particularly in demand. 
‘If  they’re involved in transactions, in 
fundraising, in strategy development 
and so on, they bring a really broad 
range of  capabilities to the board,’ 
says Gerard. ‘Typically, CFOs bring a 
lot of  those skills to the table.’ 

For the CFO aspiring to be CEO 
or executive chairman, a stint 
on the board, even as a non-
executive independent director, can 
be invaluable. The personal and 
professional benefits, according to the 
report, ‘include a better understanding 

of  boardroom dynamics, the cross-
pollination of  ideas and best 

practice, and exposure 
to a different 

corporate culture.’
The researchers 

interviewed Susan 
Stautberg, who 

heads PartnerCom, 
a company that puts together 

and manages advisory boards 
for global companies. ‘You go on 

boards for three reasons,’ she said. 
‘The intellectual capital, which is what 
you learn; the social capital, which is 
who you meet; and the creative capital, 
which consists of  the ideas and 
concepts that you can find out about 
and bring back to your own company.’

CFOs themselves agree. Three-
quarters said that being a non-executive 
director will bring general management 
or board-level experience, 65% point to 
getting exposure to another company or 
industry and 62% cite the opportunity 
to get a different perspective on running 
an organisation. Fifty-eight per cent said 
it would give CFOs a chance to prove 

that they can lead beyond finance.
There is life after being CFO. 

Just ask Tan Wee Seng.

Cesar Bacani is editor-in-chief of 
CFO Innovation Asia
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Comment

Are accountants a breed apart? 
Do you need to possess certain 
characteristics to have a successful 
career in accountancy? What really 
goes on in the head of an accountant?

The first two questions are 
academic; change the profession and 
you can ask the same about engineers, 
doctors, salespeople, lawyers, 
architects, teachers or, yes, even 
journalists. But there’s a simple way to 
address the third question, thanks to 
a number of  studies and surveys that 
pick the brains of  CFOs.

Trawl through the findings and you 
will discover nuggets of  insight and 
uniqueness that suggest that the 
mindset of  accountants is indeed 
different in some aspects. 

Because CFOs generally 
understand economics and finance 
well, they are more sensitive 
to signs of  trouble. It is no 
surprise, therefore, that the 
Bank of  America Merrill Lynch 
2012 CFO Outlook fall update 
reports that never before has so 
much weighed on the minds of  
corporate finance chiefs.

In past instalments of  this 
survey of  financial executives 
from large US companies, 
when respondents are 
asked to rate their 
economic and financial 
concerns, usually only 
two or three issues 
have stood out. This 
time, a majority of  CFOs 
express concern about 
seven factors – a fact the 
report puts down to ‘the 
complexity and frailty of  
the US economy, as well 
as uncertainty about the 
upcoming US elections’ 
(interviews took place 
in July 2012).

Dare to be different
[There’s something about the unique mindset of accountants that sets them apart from other 

professionals – and a slew of recent studies from the profession bear this out, as Errol Oh discovers

When the BDO ambition survey 2012 
asked more than 1,000 CFOs of  mid-
sized companies planning foreign 
expansion to name countries that were 
considered risky to invest in, Greece 
landed in the top three; Iran heads 
the list, with 21% identifying it as 
most risky for inward investment. The 
surprise is that the same proportion 
of  respondents – 18% – mentioned 
Greece and Iraq. Syria and Libya come 
next, with 17% and 12% respectively.

Meanwhile, in a benchmark 
analysis of  the finance 

effectiveness of  more 
than 200 companies, 
PwC highlights some 

numbers that illustrate accountants’ 
high expectations. According to the 
firm’s report, Putting your business on 
the front foot, 80% of  participants say 
the accuracy of  their forecasts is critical 
to the running of  the business, but only 
45% believe the outputs are reliable. 
Over 90% of  participants believe 
they have established a governance 
framework to manage risk, but less 
than a quarter are truly confident that 
key controls are operating effectively.

It is also worth noting that in the 
PwC-ACCA finance effectiveness survey 
2012, which covers companies in 
Singapore, the majority of  participants 
indicated that there was room for 

improvement in their 
risk management and 
controls framework.

Is there a difference 
between government 
accountants and those 
in the private sector? 
To figure this out, a 
good place to start 
is Grant Thornton’s 
report, Charting a 
course through stormy 
seas: state financial 

executives in 2012. When 
respondents were asked 

to assess the level of  trust 
and teamwork in their agency, 
almost half  of  executives 
and over a quarter of  online 
respondents selected ‘neutral’. 
The report describes that as 

‘that middle choice that avoided 
an opinion’. It adds: ‘It is unpleasantly 
surprising that so many executives 

could not or would not 
assess the level of  
trust and teamwork in 

their states.’

Errol Oh is executive editor 
of The Star
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Truly international standards

[The growth of Islamic finance brings a need 
for harmonising its standards with those of 
IFRS, says ACCA president Barry Cooper

I would like to take this opportunity to wish you all 
a very happy 2013. Wherever you work, I hope your 
organisation is meeting the challenges that the 
current economic conditions present. I know that 
your skills and expertise have never been in so much 
demand and that organisations put a high price on 
the value that you bring to them.

Towards the end of  last year, I was delighted 
to take part in ACCA’s International Assembly. We 
heard from some outstanding speakers and looked 
at a number of  key issues, including the progress 
being made on globalisation of  standards and the 
increasing role played by emerging economies in 
the standard setting process.

These discussions chimed with a report, Global 
alignment, produced by ACCA and KPMG which 
called for consistency and harmonisation in the way 
in which Islamic financial institutions report, and 
for the International Accounting Standards Board 
(IASB) and the Islamic finance industry to work 
together to develop guidance and standards, and to 
educate the investor community on key issues.

It also suggested the IASB consider issuing guidance 
on the application of  International Financial Reporting 
Standards (IFRS) when accounting for certain Islamic 
financial products; that it review the needs of  report 
users with leading Islamic finance standard setters and 
regulators; and that Islamic financial institutions should 
form an expert advisory group to help develop standards.

There have already been signs of  progress. IASB 
chairman Hans Hoogervorst told the International 
Assembly that the IASB was considering establishing an 
Islamic finance advisory committee. 

This is an excellent start but, given the growing 
importance of  Islamic finance, everyone involved in the 
sector needs to work to ensure that the sector operates 
to consistent and harmonised standards.

Professor Barry J Cooper is head of the 
School of Accounting, Economics and 
Finance at Deakin University, 
Australia 

Global alignment is at 
www.accaglobal.com/
corporate
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35 Corporate The view 
from Robin Green of 
Oppenheimer Investments 
Asia; serving China’s 
growing middle class; 
Mongolia emerges as a 
mining powerhouse

41 Practice The view from 
Phil Smith of KPMG in 
Vietnam and Cambodia; 
the key role of China’s 
accountancy profession

BDO RESIGNS FROM BIH
The auditor of  Birmingham 
International Holdings (BIH), 
BDO, has resigned, according to 
a statement issued to the Hong 
Kong Stock Exchange. BIH owns 
Birmingham City Football Club, which 
competes in England’s second-
tier npower Championship. BIH’s 
chairman and executive director is 
the Hong Kong businessman Carson 
Yeung. In a statement, BDO said it 
had been unable to obtain ‘consistent, 
reliable and complete’ audit evidence 
and had reservations about the 
effectiveness of  corporate governance 
and the system of  internal controls 
at the company. As a result of  BDO’s 
resignation, BIH said there would be 
further delay in releasing its accounts, 
which date back to June 2010. In June 
Yeung said that the club’s directors 
had ‘taken all the steps’ to give the 
auditors all the information required.

OLAM’S METHODS QUESTIONED
Shares in Olam International, the 
agricultural commodities trader part-
owned by the Singapore government’s 
investment fund Temasek Holdings, fell 
substantially in mid-November after 
short-seller Carson Block questioned 
the company’s accounting methods. 
As a result, trading in Singapore was 
halted. Block claimed that Olam is 
over-indebted and aggressive in the 
way it booked profits on transactions. 
Olam filed a lawsuit for libel and 
slander against Block and his research 
firm, Muddy Waters, in the High Court 
of  Singapore for the statements Block 
made at a hedge fund conference in 
London in November. 

The view from: 
Hong Kong: Robin Green, CEO, 
Oppenheimer Investments Asia

Q What are your priorities for 
the Hong Kong market?
A Oppenheimer is a leading 
middle-market investment bank 
in the US. Our mission in Asia 
is to leverage this position 
to achieve our own client-
focused identity, providing 
Asian equities, fixed-income 
offering sales and value-added 
trading opportunities.

Q What are you doing to expand your client base?
A We are wholly customer driven; we never 
trade against or compete with our clients. Every 
transaction is conducted completely to achieve 
maximum benefit for the client. This transparency, 
independence of  advice, research and better 
information is attracting new business.

Q What are the biggest challenges for 2013?
A Regulatory challenges exist; we’d certainly like 
to see regulators work on establishing regional 
regulatory ‘passports’ to help conduct business. 
Customer due diligence remains a challenge and 
anti-money laundering issues persist in the region. 
Market conditions remain challenging but we still 
believe in the Asia ‘story’.

Q Do you expect China’s outbound investment to 
continue at the current rate?
A Yes, certainly. Oppenheimer is aware of  a 
number of  private businesses and state-owned 
enterprises with intentions to diversify both within 
their own supply chain and in other areas. 

Q How do you spend your time out of the office?
A Golfing when and where I can. I am also a fan of  
gastronomy and when I visit our Beijing office I like 
to seek out the best Peking Duck in town. 

FAST FACTS
Office location: Hong Kong, Beijing, London, Tel Aviv, 
New York and more than 50 cities across the US.
Services: wealth management, equities, fixed 
income and investment banking
Number of employees: 25 in Asia, 3,500 
worldwide
Turnover: US$1bn
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The Asian economy has transformed 
dramatically from the 1990s. China’s 
open-door reforms helped develop its 
economy at an unprecedented rate, and 
the explosive growth of its economic 
strength, together with the emergence 
of new markets such as India, 
Indonesia and Vietnam, have allowed 
Asia as a whole to assume a more 
dominant role in the world economy.

The economic development of  
emerging countries has also increased 
the pace of  urbanisation, resulting in 
a noticeable rise and expansion of  the 
middle class in these areas.

But what exactly is the middle class 
and how do we define it? No consensus 
on a standard definition exists, as the 
term differs according to the economic 
characteristics of  a particular country. 
For example, in a report published in 
2010, the Asian Development Bank 
(ADB) defined the middle class as 
those who spend US$2 to US$20 per 
person per day, which accounted for 
1.9 billion people or 56% of  the 
population in developing Asian 
countries in 2008. On the other hand, 
a survey released by Boston Consulting 
Group in 2010 categorised middle-
class and wealthy consumers 
differently, classifying them as those 
with a monthly income of  over 
RMB5,000 (equivalent to US$790). 
Regardless of  the definition, economic 
research firm Dragonomics estimates 
that 300 million people in China, or 
23% of  the population, now have 
significant discretionary income. 

The emergence of  the middle class 
in Asia is certainly not limited to China, 
however. Although the ADB survey 
shows that, by 2020, China’s middle 
class is expected to become the top 
consumer market in the world, India 
and Indonesia will not be far behind, 
ranking third and eighth respectively. 
By 2030, Asia’s annual expenditure will 

therefore amount to US$32 trillion, or 
43% of  the global total, thus 
highlighting the significance of  the 
middle class throughout Asia.

Regardless of  the criteria and 
definitions used, the middle class is 
expanding thanks to the growing 
economic strength of  the emerging 
markets, which have created great 
business opportunities as well as a new 
potential market. To exploit this, 
enterprises need to ensure they are 
very well prepared.

A demanding demographic 
The rise of  the middle class in Asia’s 
emerging markets has particularly far-
reaching effects because of  the large 
populations in these countries. Middle-
class consumers have huge spending 
potential and increasing influence, 
and often strive to enjoy a prosperous 
and stylish lifestyle. For enterprises 
to acquire and retain market share, 
they therefore need to recognise this 
group’s spending habits, diverse 
preferences and possible demands.

The first point to note is that, 
because they have left behind their 
days of  poverty, middle-class 
consumers’ consumption of  goods and 
services is more about enhancing their 
self-identity and social status than it is 
about material satisfaction. Therefore, 
in addition to being one of  the fastest 
growing economies, China was also the 
world’s second largest consumer of  
luxury goods in 2011.

On top of  this, the middle class in 
Asian emerging markets is made up of  
a younger population. According to 
Hurun Research Institute, Chinese 
millionaires with a personal net worth 
of  over RMB100m are aged 45 on 
average, while those with RMB10m to 
RMB99m are around 41, resulting in 
an even younger middle class. These 
consumers are particular about 

product quality, trendiness and the 
entire experience of  using a product, 
all of  which are reflected by the values 
associated with a brand.

Third, the emerging middle class is 
embracing online shopping. Thanks to 
years of  developing the business to 
consumer (B2C) and customer to 
customer (C2C) platforms, group 
buying and ecommerce websites, 
online shopping is gaining popularity 
through promotions on various social 
media platforms including Facebook, 
blogs and microblogs such as Weibo. 
With ever-improving logistics and 
payment systems, online shopping is 
making its way into mainstream 
consumer channels and is expected to 
grow even faster in the future.

Last, Asia’s emerging economies are 
now witnessing something new: a 
consumer class outside the big cities. 
In China, middle-class consumer 
groups in smaller cities are growing at 
a faster rate than their counterparts in 
first-tier cities such as Beijing, 
Shanghai and Guangzhou; while in 
India, the middle class is scattered 
around the country rather than only 
being concentrated in cities such as 
New Delhi and Mumbai. 

Realign strategies
Many enterprises are eagerly watching 
the vast business opportunities arising 
from the huge demands of  Asia’s 
middle class. To grasp the significant 
opportunities offered by this enormous 
group of  middle-class consumers, 
enterprises should consider realigning 
their competitive strategies. 

There are currently three different 
commercial forces acting in Asia’s 
emerging markets. The first are the 
rapidly rising local enterprises, which 
mainly provide low-cost products for 
local consumers. The second are 
domestic enterprises with a global 

Don’t miss the middle-class boat
As China’s population becomes increasingly wealthy, Alice Yip and Roy Leung explain 
why enterprises must adapt to capture this lucrative market – and, ultimately, survive
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outlook, which have taken a stable 
share of  the middle-class market and 
are trying to increase their 
international influence. Third, 
multinational enterprises from the 
developed market are taking advantage 
of  their brands and reputations to 
adjust their product lines and seize the 
growth opportunities.

It can be said that each of  the three 
main forces has its own particular 
advantages. In the race to gain 
middle-class consumers, however, 
multinationals seem to be a notch 
ahead, as brands are highly valued by 

Asia Pacific now has the largest population of high-net-worth individuals 
(HNWIs) in the world, according to Capgemini’s Asia-Pacific Wealth Report 
2012. The number of HNWIs – those with US$1m or more at their disposal 
for investing – surpassed North American levels for the first time in 2011, 
growing 1.6% and totalling 3.37 million. Not only that, in 2011 Asia-Pacific 
had seven of the top 20 fastest growing HNWI populations globally, while the 
so-called ‘millionaires next door’ – with US$1m to US$5m in investable wealth 
– increased in population by 1.9% and in wealth by 1.5%.

While Japan and China accounted for 54.1% and 16.7% respectively of  the 
region’s HNWIs in 2011, growth there was actually lower than in other Asian 
markets. For example, the number of  HNWIs increased by 12.8% in Thailand 
and 8.2% in Indonesia, compared with 5.2% in China and 4.8% in Japan. 

While Asia Pacific’s offshore wealth centres, in particular Singapore and Hong 
Kong, are becoming increasingly favoured destinations, the report notes that 
a scarcity of  skilled talent, with the required international benchmarking 
skills, is a critical challenge. It is therefore vital that firms focus on key 
areas including advisory, legal and fiduciary expertise, risk and compliance and 
IT infrastructure.

      *MARCH OF THE HIGH-NET-WORTH INDIVIDUALS

the middle class. A KPMG China study 
published in 2011, Luxury Experiences 
in China, noted that Chinese brands are 
only weakly associated with luxury 
goods in most product categories – of  
the 1,200 respondents, fewer than 
10% associated domestic brands 
with luxury goods, while more than 
60% chose French and Italian brands.

In view of  the above, local 
enterprises need to work harder to 
establish a brand identity and meet the 
demands of  the middle class, who 
want a high standard of  living and 
increased brand value. Domestic 

enterprises should take advantage of  
their strengths and technological skills 
to gain a foothold in the middle-class 
market. Multinationals, however, have 
to broaden their customer base 
beyond big cities and realign their 
strategies in customer segmentation, 
product design and marketing to 
cater to the middle class’s diversified 
needs and to adapt to local markets. 
The resulting competitive environment 
will enable middle-class consumers to 
have more choices of  better-quality 
products and services, ultimately 
encouraging them to spend more and 
enlarging the size of  the consumer pie 
for all parties.

The emerging middle class is 
growing at an extraordinary rate, 
leading to strong competition among 
enterprises. The key to success will be 
whether enterprises can get their 
timing right and gain a share in the 
market. Those who miss the chance to 
enter the market will often have to 
withdraw or become an acquisition 
target for others. Enterprises will 
only succeed in this competitive 
environment and achieve a sustainable 
outcome for their business if  they seize 
their fleeting window of  opportunity 
and create long-term value.

Alice Yip FCCA and Roy Leung FCCA 
are partners at KPMG in Hong Kong
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Around 700 years ago, Mongolia was 
at the centre of one of the world’s 
largest and most powerful empires in 
human history. At its height, the empire 
stretched from modern-day Turkey and 
Poland to the Korean Peninsula, covered 
China and much of Russia, and ruled 
over a quarter of the world’s population. 
While that peak is long gone, huge new 
mining projects are propelling Mongolia 
into becoming one of the fastest-
growing economies in the world.

Sandwiched between Russia and 
China, this landlocked 
country spreading across 
1.5 million sq km was 
controlled by a Soviet-
style one-party state for 
almost 70 years up until 
the collapse of  
Communist regimes in 
Eastern Europe in 1989. 
Shortly after, in early 
1990, Mongolia had its 
own democratic 
revolution, which led to a 
multi-party political 
system and a transition 
to a market economy. 

The withdrawal of  
Soviet support soon led 
to widespread 
unemployment and 
poverty. Mongolia 
remains ranked as a lower middle-
income economy by the World Bank, 
with 22.4% of  its 2.75 million 

Mineral magic
However, Mongolia’s economy is 
receiving a huge boost from its 
mostly untapped mineral resources. 
The massive Oyu Tolgoi copper and 
gold-mining project in the South Gobi 
Desert, located about 80km from the 
Chinese border, is expected to go into 
production in the first half  of  2013. 
Over the mine’s 50-year expected 
lifespan, it is expected to produce 
450,000 tonnes of  copper annually 
on average, equating to 3% of  annual 

global production for 
copper and adding a 
third to Mongolia’s GDP 
by 2020. Oyu Tolgoi is 
also expected to produce 
330,000 ounces of  
gold annually. 

Next is Tavan Tolgoi, 
one of  the world’s largest 
coal deposits with 
estimated reserves of  six 
billion tonnes, also 
located in the South Gobi 
Desert. Mines in the area 
have been operating for 
45 years, but in 2011 
the Mongolian 
government put a stake 
in the eastern part of  the 
deposit up for 
international companies 

to bid on in order to maximise 
production. While Mongolia exported 
16.6 million tonnes of  coal to China in 

Mongolia steppes up
As it emerges from decades of Communist rule, Mongolia is setting its sights on 
becoming a mining powerhouse. But is its accountancy profession up to it?

population living on less than US$1.25 
per day, according to the United 
Nations’ 2011 Human Development 
Report. Its gross domestic product 
(GDP) per capita in 2011 was 
US$4,770, placing it at 122 out of  185 
countries, according to International 
Monetary Fund estimates. Today, while 
nearly half  of  the population of  3.2 
million lives in Mongolia’s capital Ulan 
Bator, many still lead a nomadic 
lifestyle herding livestock in the 
country’s vast steppes.

Lucky strike: a truck driver at Tavan 
Tolgoi, one of the world’s largest coal 
deposits, in Mongolia’s South Gobi desert
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2010, the first phase of  Tavan Tolgoi 
will add 15 million tonnes of  coal to 
Mongolia’s total annual production, 
Mongolia’s mining minister Dashdorj 
Zorigt said in 2011. The Tavan Tolgoi 
project is due to be listed in London 
and Hong Kong in the first quarter of  
2013.

Mongolia’s real GDP grew by 17.5% 
in 2011 and, assuming China’s huge 
appetite for natural resources persists, 
the IMF forecast in October last year it 
would grow by 12.7% in 2012 and 
15.7% in 2013. This places Mongolia 
among the five fastest-growing 
countries in the world last year and 
this year by the IMF’s estimates.

‘The Mongolian economy is very 
much riding high on the commodities 
boom,’ said Matt Fusarelli, a senior 
economist at the consultancy Australian 
Mineral Economics, speaking at an 
Australian Chamber of  Commerce in 
Hong Kong event last May. ‘The 
Mongolian economy is still quite small, 
worth only about US$11bn this year. So 
when we see a project of  US$6.5bn, 

this constitutes a very large share of  
GDP. The massive growth is completely 
[due] to foreign capital, so it is very 
important foreign capital remains 
comfortable with Mongolia because 
these large projects, such as Tavan 
Tolgoi, will require foreign capital.’

Industry on track
While mining companies in Mongolia 
are getting the most attention, 
other industries are also likely to 
grow quickly on the back of  the 
mining boom. The most obvious is 
infrastructure. Railways are being built 
at a rapid rate between the major 
mining projects and the Chinese 
border, as well as highways, water 
and power stations which are being 
constructed to support the local 
population. Investors are taking 
note; cement and concrete producer 
Remicon is consistently one of  the top 
three liquid stocks on the Mongolian 
Stock Exchange.

The Mongolian government is playing 
a substantial role in how this emerging 
economy is developing. The repeal in 
2009 of  the highly restrictive windfall 
profit tax, which levied a tax rate of  
68% on copper sold above US$2,600/
ton and gold sold at above US$500/
ounce, removed the main obstacle for 
the Oyu Tolgoi project moving ahead. 

However, government moves in 2012 
gave foreign investors reason to draw 
breath. It suspended certain licences 

On the up (left): Ulan Bator, Mongolia’s 
capital city, has seen the arrival of a 
number of accountancy firms, including 
the Big Four, in recent years

Good tradition (above): half of Mongolia’s 
population live outside the capital, with 
many still maintaining a nomadic lifestyle 
in the steppes

Professional services firm IARUDI 
is carving itself a niche servicing 
both foreign companies and 
local entrepreneurs in Mongolia. 
Managed by two former Ernst 
& Young accountants and an 
investment banker from Australia’s 
Macquarie Bank, the firm was 
established in April 2011 and has 
grown to a staff of 20 people.

‘I got here when there was very 
little infrastructure,’ says CEO Chris 
Hurd. ‘There was a lot of  talking 
about what we were going to do, 
and getting our first couple of  
clients. Then we got this big 
consulting contract centred around 
Tavan Tolgoi.’ This has, says Hurd, 
helped the firm build its reputation 
and win new clients.

The firm has three divisions. 
IARUDI Consulting provides 
accounting and back-office services 
to foreign and local companies; 
IARUDI Capital focuses on advising 
local businesses with raising capital 
and listing on overseas exchanges; 
and Blue Sky Enterprises assists 
local entrepreneurs with their 
business ideas.

Since it was set up, the firm has 
generated US$500,000 in revenue, 
most of  which has been reinvested 
into the business. Looking ahead, 
Hurd expects the firm will grow to 
between 25 and 50 staff  by the 
middle of  2013, depending on 
which areas gain the most traction. 

‘The consulting business is fairly 
labour-intensive so if  that were to 
grow significantly then there would 
be about 50 or 55,’ he says. 
‘However, if  the capital business 
takes off, then you do not need as 
many people to do that work.’

Eventually, IARUDI may look to 
expand by taking its business 
model to other frontier markets. 
But for now, it is concentrating on 
Mongolia’s booming market. ‘We 
are not thinking about that in any 
detail at the moment,’ Hurd says. 
‘We have to get more experience 
and a few more things under our 
belt here first.’ 

  *NICHE OPPORTUNITY
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of  the SouthGobi Resources coal 
mining project after the Chinese 
state-owned aluminium giant Chalco 
announced plans to buy a controlling 
stake from the Canadian coal miner 
Ivanhoe Mines. Subsequently, a new 
foreign investment law was drafted 
and tabled in parliament that would 
control foreign investment in 
industries considered of  strategic 
significance: mineral resources, 
finance and banking, and media 
and communications.

In May 2012, a watered-down version 
of  the bill was passed allowing foreign 
investors to own a maximum stake of  
49% in companies involved in strategic 
industries without having to seek 
government permission. This will be 
applied to deals valued at above 
US$75m, or those involving state-owned 
companies, but will not be applied 
retrospectively to completed deals.

However, Masa Igata, CEO of  Frontier 
Securities, believes the government’s 
actions over Chalco and subsequent 
foreign investment review law will make 
foreign investors highly nervous. ‘If  this 
is going to be happening to other 
companies who decide to sell the 
majority of  shares to Chinese 
investors...it will be a challenge for the 
capital market,’ he says.

The role of  accountancy
With all the investment and economic 
activity that is quickly ramping up 
in Mongolia, the large international 

accountancy firms have just as quickly 
begun establishing their presences 
there. Notwithstanding Ernst & Young, 
which has had a practice in Mongolia 
since 2001, PwC opened its Ulan Bator 
office in 2010, followed by Deloitte in 
January 2012, and KPMG in May 2012. 

‘Some Mongolian companies are 
growing very rapidly, so we are rising to 
the challenge of  expanding our teams 
to support their needs,’ says Matthew 
Holmes, director of  KPMG in Korea and 
Mongolia. ‘Many leading Mongolian 
companies are adopting international 
standards, and so there has been a lot 
of  demand for audit services from 
KPMG and other international firms,’ 
he says. ‘We are also involved in some 
large internal audit projects for 
international clients.’

Other firms fly staff  in from offices 
around Asia to assist international 
clients. Andrew Lam, a BDO director in 
Hong Kong, says that while his firm 
currently has no plans to establish a 
permanent office in Mongolia ‘if  things 
continue to develop, that may be a real 
possibility down the road’. 

Simone Lee, BDO Hong Kong 
director, recalls that when she first 
visited Mongolia in 2010, many local 

companies’ accounts were kept only 
for reporting to the tax office and were 
not of  a high standard. Since then, 
she has noticed improvements as 
local companies have brought in 
experienced accountancy staff  
from other countries that have 
adopted international accounting 
standards, such as Singapore 
and Malaysia.

But while Mongolia’s accountancy 
profession is burgeoning, a move to the 
country is not for the fainthearted. 
Ulan Bator is one of  the world’s coldest 
capital cities, with winter temperatures 
sometimes falling below –40°C and 
with regular nighttime temperatures of  
–25°C. Pollution in winter is also a 
problem, caused by two large coal-
burning power stations and wood-
burning by the local population living 
in traditional portable dwellings near 
the city.

‘It is a frontier market and the 
weather is pretty harsh,’ admits 
Chris Hurd, CEO of  IARUDI Consulting. 
‘If  you are trying to convince a 
spouse or partner to come out here 
who isn’t a bit adventurous, I think you 
would struggle.’

Things get much easier in the 
summer, though, as Holmes points 
out: ‘Summer is a great time to be 
in Mongolia, particularly outside of  
the city areas as the countryside 
is amazing.’ 

Bruce Andrews, journalist 

On track: a vast network of railways, 
including this one in Ulan Bator, is being 
built to support Mongolia’s burgeoning 
mining industry. Other infrastructure 
projects, such as power stations, are 
also booming
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Night view of Yangon, Myanmar

Q What is in your in tray?
A My current priority is to raise 
awareness of  our restructuring 
services in Vietnam, including 
how we can help businesses 
reform, unlock and manage 
cash, and succeed. The key 
to this will be developing 
relationships with government, 
regulators, corporate clients, 
lawyers and banks.

Q With Vietnam’s economic growth rate slowing 
and bad debt levels rising this year, what is the 
outlook for your practice over the next 12 months?
A There is significant potential. Bad debt levels are 
rising and programmes to reform the state-owned 
sector are under way. The challenge will be turning 
the need for businesses to restructure and for banks 
to recover and protect the values of  their assets, 
into demand for KPMG’s restructuring services.

Q How do Vietnam’s insolvency regulations 
compare to other jurisdictions in the region? 
A The insolvency concepts within Vietnam’s 
bankruptcy law are similar to other jurisdictions, 
particularly Commonwealth countries, and have 
been in place since 2004. But there is talk in 
Vietnam regarding the need to reform.

Q Which industries in Vietnam need the most 
assistance with restructuring right now?
A The banking and real estate sectors probably 
most require restructuring and assistance with 
liquidity issues. It is unclear what the true extent 
of  the banking sector’s problems is. Some 
commentators believe that the bank’s non-
performing loans are likely to be in the region of  
10% of  total loans, while others estimate it could 
be in excess of  20%. Meanwhile, the property 
sector has stagnated over the last year or two, and 
property values have fallen.

FAST FACTS
Practice location: Vietnam and Cambodia
Number of staff (Restructuring team,  
Vietnam): 40
Favourite book: The Glass Palace, by Amitav Ghosh

PwC, KPMG ENTER MYANMAR
KPMG and PwC have expanded their 
businesses into Myanmar. KPMG 
was the first Big Four firm to enter 
the South East Asian country since 
it began emerging from decades 
of  isolation. PwC’s branch, in 
Myanmar’s capital Yangon, will 
be supported by the Singapore 
office, led by executive chairman 
designate, Yeoh Oon Jin. Meanwhile, 
KPMG will extend into Myanmar 
from its practice in neighbouring 
Thailand, and will be led by KPMG 
Thailand’s chief  executive Kaisri 
Nuengsigkapian. KPMG’s new 
Yangon office will offer tax and 
advisory services, with auditing 
services soon to follow, while PwC 
Myanmar will provide assurance, tax 
and advisory services.

PKF JOINS BDO IN CHINA
A large portion of  PKF’s network in 
China has left to join BDO’s mainland 
practice. About 350 PKF staff  
members moved to BDO Li Xin late 
last year, substantially boosting its 
presence in Beijing, Shenzhen and 
Wuhan in particular. This development 
closely followed the announcement 
of  a merger agreement between 
BDO and PKF in the UK and the 
merger of  the two firms on Australia’s 
east coast. The merger in China will 
leave PKF with more than 1,500 
staff  at the firm’s remaining offices 
in the mainland. In 2010, PKF China 
joined with China’s sixth largest local 
accountancy firm, Daxin, adding 
1,500 staff  and US$90m fees to 
the firm.

The view from: 
Hanoi: Phil Smith, director, 
restructuring services, KPMG  
in Vietnam and Cambodia

41 Practice The view from 
Phil Smith of KPMG in 
Vietnam and Cambodia; 
the key role of China’s 
accountancy profession 

35 Corporate The view 
from Robin Green of 
Oppenheimer Investments 
Asia; serving China’s 
growing middle class; 
Mongolia emerges as a 
mining powerhouse
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Saluting China’s progress
China’s accountancy profession is playing a key role in supporting economic growth in the 
country and globally, writes Geoff Barnes, CEO and president of Baker Tilly International 

Practice

The accountancy profession in 
China has been under the spotlight 
in recent months but the focus of 
that light has been too narrow, 
highlighting only the challenges and 
failing to give adequate recognition 
to the tremendous progress that 
has been made. It is easy to find 
fault, but equally easy to forget the 
astonishing pace of transformation 
the country has undergone in the last 
two decades and how the profession 
has responded.

Against this backdrop, the 
provision of  high-quality financial 
reporting is vital in delivering the 
accountability and transparency that 
underpin the confidence of  investors 
and the efficient functioning of  the 
capital markets. This is a fact of  
which the Chinese authorities are 

very aware; measures have been 
introduced over an extended period to 
deliver this.

Since 2005, the Chinese Institute 
of  Certified Public Accountants 
(CICPA) has taken a number of  steps 
to ensure that the profession can 
better service the rapidly growing 
Chinese economy. Most significantly, 
it has made positive progress towards 
converging Chinese Accounting 
Standards with International Financial 
Reporting Standards. This is helping 
Chinese accountancy firms to meet 
international requirements, and 
boosting the international development 
of  Chinese companies.

In other areas it has established 
auditing standards and codes 
of  ethics that are equivalent to 
those of  Hong Kong, and an audit 

supervision system that is equivalent 
to the European Union’s (EU). It has 
encouraged accountancy firms to 
become limited liability partnerships 
(LLPs), helped strengthen accountancy 
firms’ governance mechanisms, and 
promoted the expansion of  services 
from traditional auditing to the tax and 
consulting areas. 

However, it would be naïve to think 
that the expansion of  China’s economy 
and the internationalisation of  
enterprises has been all plain sailing.

Combating fraud
In particular, the controversial issue 
of  information disclosure by US-listed 
Chinese enterprises has been attracting 
attention. Over the past year or so, 
serious alleged financial frauds and 
attendant accounting problems have 
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Flying the flag: with accounting 
regulations becoming increasingly 
synchronised internationally, 
China’s accountancy profession is 
getting ready to go global

been disclosed involving a number 
of  China-based companies whose 
securities are registered outside of  
China, particularly in the US, Singapore 
and, to a lesser extent, Europe.

During this time, 67 China-based 
issuers have had their auditors resign 
and 126 companies have either been 
delisted from US exchanges or have 
stopped filing regular reports with 
the US Securities and Exchange 
Commission. There have been 
significant losses in terms of  both 
market capitalisation and investor 
confidence, which has understandably 
generated concern among all 
stakeholders in the capital markets, 
including regulators.

The US Public Company Accounting 
Oversight Board (PCAOB) is obliged 
under US law to conduct periodic 
inspections of  the auditors of  all 
companies listed on US exchanges. 
However, under Chinese law, it is 
illegal to remove audit work papers 
from the country and Chinese 
authorities do not allow non-Chinese 
regulators to conduct inspections 
in China, a position that has its 
foundation in concerns over sovereignty 
and the potential disclosure of  
sensitive economic and commercial 
information, especially in the case of  
the audits of  some of  its large state-
owned enterprises.

This presents something of  a 
conundrum for auditors, who may 
find themselves stuck between the 
requirements of  US regulation and 
Chinese law, as has been shown 
recently in a number of  high-profile 
cases. However, all participants in the 
capital markets should be significantly 
encouraged with developments 
last year when the PCAOB reached 
a tentative accord with Chinese 
authorities to allow US accounting 
inspectors to observe audit activities 
in China. Although described by 
PCAOB officials as a trust-building 

exercise between regulators – not a 
substitute for a PCAOB inspection 
– the agreement will lead to further 
co-operation and should serve as the 
first step towards granting US officials 
access to audit papers for companies 
based in China.

Global harmonisation
In today’s complex and interconnected 
world, this issue underlines the need 
for a synchronized global regulatory 
environment. Once again, however, it 
is easy to overlook just how far and 
how fast the profession has developed 
in this regard – not just in China 
but around the world. Independent 
regulation and cross-border co-
operation is a new phenomenon even 
in developed markets and yet to be 
universally embraced.

The PCAOB was created by the 
US Congress in 2002 – just over a 
decade ago. It was a landmark for the 
profession; it was the first time it was 
subject to independent rather than self-
regulation and at that point the US was 
essentially alone in the world in having 
such a system of  oversight. 

Initially, the PCAOB was seen 
by many as an effort to address 
something that was strictly an 
American problem. However, shortly 
afterwards, a series of  major 
accounting failures were uncovered 
at non-US companies, such as 
Parmalat, Ahold and China Aviation Oil 
(Singapore). As a result, many other 
countries began to adopt independent 
audit supervisory regimes. 

Today, just a decade on, most 
advanced or emerging market countries 
have an independent audit regulator, 
although co-operation between them 
is not always easily achieved. Although 
the PCAOB is currently prevented from 
carrying out inspections in China, this 
is by no means the only country where 
this is the case. 

In certain European countries, for 
example, there are also obstacles 
to inspection, primarily centering 
around the requirement to satisfy the 
individual country’s data protection 
requirements under EU law. As in 
China, these are complex issues that 
take time to resolve. Progress is being 
made, however, and the PCAOB now 
has co-operation agreements with 
several EU regulators while it continues 
to negotiate with others. 

The reason why the issue with those 
countries attracts so little attention 
in comparison is partly due to the 
importance of  China to the global 
economy, as well as the high number 
of  Chinese enterprises listed overseas 
– nearly 5% of  audit firms registered 
with the PCAOB are based either in 
Hong Kong or China, comprising the 
largest group of  non-US firms. This fact 
is not lost on the Chinese authorities, 
who are clearly taking the matter 
seriously and are determined to achieve 
the right outcome for all stakeholders, 
as has been demonstrated by their 
ongoing commitment to dialogue 
and the positive step forward in 

IT IS EASY TO OVERLOOK 
JUST HOW FAR THE  
PROFESSION HAS 
DEVELOPED – NOT  
JUST IN CHINA 
BUT AROUND  
THE WORLD
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Talent pool (left): as undergraduates crowd 
a job fair in Shanghai, the demand for 
Chinese accountancy professionals with 
an international outlook is set to grow

Practice

agreeing to allow American accounting 
inspectors to observe audit activities 
in China. 

It is in everyone’s interests to reach 
a satisfactory resolution. The US prides 
itself  on the fact that it has become 
the stock market for the world. Having 
Chinese companies delist or choose to 
raise finance elsewhere diminishes that 
position. Likewise, there is no benefit 
for large and fast-growing Chinese 
companies having restricted access to 
US markets as this will likely lead to a 
slowdown in growth. 

Improved regulation
Achieving scale in domestic audit firms 
with a depth of  expertise to audit the 
country’s huge state-owned enterprises 
and rapid growth businesses is another 
ambition of  the Chinese government.

This is not new. Back in 2009 
Chinese firm ShineWing acquired an 
Australian public accountancy firm 
– a move driven by a major Chinese 
industrial and resources company 
that was establishing a presence in 
Australia but preferred to work with a 
Chinese-owned audit firm. This sent 
a real message to the accountancy 
industry about China’s intent.

This message was reinforced by 
recent regulation, which mandates that 
audit firms in China are comprised of  

a minimum of  60% of  CICPA-qualified 
partners qualified by 2014, rising to 
80% by 2017. 

This is a positive step forward 
that will bring China into line with 
global norms. After all, most other 
countries already expect accountancy 
firms to be run by local partners. 
Singapore’s accountancy industry 
went through similar changes in the 
1980s, as did Hong Kong’s in the 
late 1990s.

The new regulation will encourage 
domestic firms to speed up the 
cultivation of  talented Chinese 
professionals with the international 
vision, skills and experience that the 
market expects. It will help establish 
a level playing field for domestic 
firms and bring greater balance 
to the market, boosting auditor 
independence and audit quality. 
And it will go some way towards 

avoiding the challenge of  audit market 
concentration that has been seen in 
some developed markets.

A bright future 
The accountancy profession in China 
is on an accelerated upward trajectory. 
It is not unrealistic to expect a number 
of  Chinese LLPs to be challenging the 
dominance of  established international 
competitors in the near future. Many 
have already enhanced their ability 
to compete with their global peers by 
poaching their top talent, and there 
is now in reality very little difference 
between local and international firms 
in terms of  skills and professionalism. 
The main thing Chinese firms still 
lag behind on is brand image but 
this will change as their businesses 
expand globally.

The profession as a whole should 
recognise and salute China’s progress 
and play its part in helping to resolve 
the challenges that remain. The rise of  
the Chinese accountancy profession 
is inexorable – the only questions that 
remain are around how fast and how far.

Geoff Barnes is chief executive 
officer and president of Baker Tilly 
International, the world’s eighth largest 
network of independent accounting and 
business advisory firms

Gold standard (above): new regulations 
will ensure that the Chinese accountancy 
profession operates in line with 
international expectations
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A monthly round-up of the latest developments in financial reporting, audit, tax and law

SINGAPORE

NEW BILL TABLED
The Singapore Accountancy 
Commission Bill was tabled 
in Parliament in November. 

It aims to set up the 
Singapore Accountancy 
Commission and a 
framework for the growth of  
the accountancy sector and 
related fields. The 
commission, which will allow 
chartered accountants to 
register in Singapore, will put 
the profession on the same 
footing as the legal, medical, 
architectural and engineering 
professions, all of  which are 
overseen by statutory bodies. 
The bill can be downloaded 
from www.parliament.gov.sg

XBRL REVAMP RESPONSE
The Accounting and 
Corporate Regulatory 
Authority (ACRA) has 
published its response to 
public feedback on proposed 
enhancements to its online 
filing system for corporate 
financial statements 
which leverages on XBRL 
(eXtensible business 
reporting language). Fifteen 
written submissions were 
received from stakeholders 
including government 
agencies, professional 
bodies, accountancy firms 
and companies. Feedback 
from four outreach seminars 
conducted by ACRA during 
this period was also taken 
into consideration. Visit www.
acra.gov.sg for a summary. 

E-NEWSLETTER LAUNCHED
ACRAConnect, ACRA’s 
e-newsletter which 
launched in October, keeps 
stakeholders updated 

on upcoming events and 
initiatives, as well as sharing 
insights into key policies and 
legislative changes. The first 
issue can be downloaded 
from www.acra.gov.sg

DTA AGREEMENT SIGNED
Singapore and Poland signed 
an enhanced agreement 
for the avoidance of  
double taxation (DTA) in 
November. This provides 
lower withholding taxes 
for interest, dividend and 
royalty incomes, as well 
as more liberal permanent 
establishment rules. It also 
details the internationally 
agreed standard for 
exchange of  information for 
tax purposes. These changes 
will serve to enhance trade 
and investment flows 
between the two countries.

In October, Singapore and 
Bermuda signed a Tax 
Information Exchange 
Agreement enabling the 
exchange of  information for 
tax purposes, in accordance 
with the internationally 
agreed standard.

Both agreements, which 
will come into force after 
ratification, can be viewed at 
http://iras.gov.sg

Joseph Alfred, policy  
and technical adviser,  
ACCA Singapore

HONG KONG

DTA AGREED WITH CANADA
Hong Kong signed an 
agreement with Canada for 
the avoidance of  double 
taxation and the prevention 
of  fiscal evasion with respect 
to income taxes. Tax paid 
by Canadian residents on 

income earned in Hong 
Kong will be allowed as a 
credit against tax payable in 
Canada. Tax paid by Hong 
Kong companies on Hong 
Kong-sourced profits earned 
from doing business through 
permanent establishment in 
Canada will also be allowed 
as a credit against the tax 
payable in Hong Kong.

The Canadian withholding 
tax on interest received by 
Hong Kong residents from 
Canada (currently 25%) will 
be capped at 10%, while the 
dividend withholding tax will 
be reduced from 25% to 
15% and will be further 
lowered to 5% on fulfilling 
certain conditions. The 
Canadian withholding tax on 
royalties, currently at 25%, 
will be capped at 10%. 

The agreement will come 
into force after the 
completion of  ratification 
procedures on both sides. 

ISLAMIC BONDS AMENDMENTS
Subsequent to a consultation 
exercise, the government 
will finalise a bill to be 
introduced to the Legislative 
Council in order to provide a 
taxation framework for 
Islamic bonds (sukuk) on a 
par with that for conventional 
bonds. The proposed 
legislative amendments seek 
to remove additional profits 
or property tax liabilities or 
stamp duty charges arising 
from the inherent complexity 
of  typical sukuk product 
structures. The bill is 
expected to be introduced to 
the Legislative Council in 
early 2013.

Sonia Khao, head of technical 
services, ACCA Hong Kong

CHINA

DIFFERENTIATED INCOME TAX 
As approved by the State 
Council, effective on 1 
January, for the shares of  
listed companies obtained by 
individual investors at public 
offering or from transfer 
markets, the dividend 
obtained will be subject 
to a differentiated income 
taxation scheme based on 
the holding period duration. 

For shares held for more 
than one year, the tax rate is 
5%; for those held for more 
than one month and less 
than one year, 10%; and for 
those held for less than one 
month, 20%. Therefore, the 
longer the holding period, the 
lower the rate on individual 
income in dividend. 

This policy adjustment 
aims to encourage long-term 
investment and restrain 
short-term speculation, so 
as to ensure the sustainable 
and sound development of  
China’s capital markets.

Sophia Zhao, technical 
manager, ACCA Beijing

INTERNATIONAL

ISA AMENDMENTS 
A proposed standard, 
International Standard on 
Auditing (ISA) 720 (Revised), 
The Auditor’s Responsibilities 
Relating to Other Information 
in Documents Containing 
or Accompanying Audited 
Financial Statements and the 
Auditor’s Report Thereon, has 
been issued and is open for 
comment until 14 March.

It seeks to both enhance 
and clarify auditors’ duties 
and responsibilities 
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regarding ‘other information’ 
that falls within the scope of  
the financial statements. The 
proposal states: “Significant 
changes in financial reporting 
have occurred over the last 
two decades regarding the 
information issued in 
connection with an entity’s 
financial statements and the 
manner in which it is shared 
with users.” It aims to help 
auditors determine the 
nature and extent of  their 
work and introduces a 
reporting obligation. 

The proposed standard 
gives examples – such as 
internal control and risk 

assessment reports – on the 
scope of  its reach, listing 
accompanying documentation 
to the statements it covers. 

It also lists reports that are 
outside its scope. For 
example, paragraph A13 
states: “Accompanying 
documents that do not have 
a primary purpose of  
providing commentary to 
enhance the users’ 
understanding of  the audited 
financial statements or the 
financial reporting process 
are outside the scope of  this 
ISA. Examples include 
separate documents issued 
by the entity, such as:

* Corporate social 
responsibility report.

* Sustainability report.

* Diversity and equal 
opportunity report.

* Labour practices and 
working conditions report.

* Human rights report.
However, if  any 

information of  this nature is 
contained in a document 
that is within the scope of  
this ISA, it would be subject 
to the requirements of  this 
ISA, including for the auditor 
to read and consider it.”

A link to the proposed 
ISA can be found at:  
http://tinyurl.com/bskkes4

PROPORTIONATE APPLICATION 
OF ISQC 1
IAASB staff  have made 
available a Questions & 
Answers publication that 
focuses on how to apply 
ISQC 1 proportionately, 
taking into account the 
size of  a firm. It says that 
smaller firms should find 
the publication helpful in 
achieving an effective and 
efficient implementation 
of  ISQC 1. A link to the 
publication can be found at: 
http://tinyurl.com/btutbpm

Glenn Collins, head of 
technical advisory, ACCA UK

http://tinyurl.com/bskkes4
http://tinyurl.com/btutbpm
mailto:sammyfong@peninsula.com


More help for the perplexed
In the second of two articles, ACCA’s Roger Adams looks at identifying best corporate 
reporting practice and gives a glimpse of the accounting model of the future

The first of these two articles looked 
at how corporate reporting has 
expanded both its scope (or content) 
and its audience. In this article we 
look at how best practice might be 
identified and what the future of 
reporting might look like.

How to identify best practice 
The range of  reporting activity 
mandated for the modern annual report 
and accounts package has grown 
significantly, even before voluntary 
non-financial disclosures are added to 
the equation. With such a profusion of  
requirements – some in the Corporate 
Governance Code, some in company 
law and some in International Financial 
Reporting Standards, how does a 
preparer (or a user for that matter) get 
a sense of  what good practice is?

Every year PwC runs its Building 
Public Trust Awards. Winners last year 
were Fresnillo, Shanks, Defence Science 
& Technology Laboratory and 
PotashCorp (www.bptawards.com/
winners.html). For those struggling to 
understand best practice in some of  
these emerging new reporting strands, 
a visit to some of  these winners’ 
websites could be a useful way of  
benchmarking how near or how far your 
own organisation is from best practice.

Why integrate?
Adding new reporting blocks seems 
to make sense but why do we need to 
integrate them? Put simply, it is the 
recent concern over the clash between 

two related, but contradictory, issues:
1 The medium to long-term likelihood 

of  the financial consequences of  
severe climate change.

2 The recent tendency for stock 
markets (and employers) to 
prioritise a short-term view of  
corporate performance.

Many people believe that global 
warming will increase the probability 
of  severe climate change-related 
events. These events will have 
significant financial consequences for 
many organisations. So will the rapid 
depletion of  non-renewable resources. 
At the same time the financial markets 
are often suspected of  taking a 

short-termist view and rewarding 
actions which might be prejudicial to 
long-term sustainable value creation. 

Whether or not it is possible to 
meaningfully integrate all the various 
messages contained in the mass of  
data now available, either through the 
annual reports and accounts package or 
in the separate corporate responsibility/
sustainability report, is the next big 
challenge for report preparers, the 
accountancy profession and the 
investment/shareholder community.  
In the UK, the Financial Reporting 
Council (FRC) has already found it 
necessary to look at how best to 
eliminate clutter and complexity from 

Integrated reporting – focusing on the top slice

Integrated reporting 
(IR) framework

Management 
commentary/MD&A

Governance and 
remuneration

Environmental  
and social

Financial

Source: IIRC

KEY:The IR framework 
provides the top-
level structure 
for the whole 
information  
pyramid
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the annual report and accounts package.
Integrated reporting (IR) seeks to 

shift the investor focus of  attention 
away from short-term gains and 
towards long-term sustainable 
value creation. 

According to the recent International 
Integrated Reporting Council (IIRC) 
discussion paper, Towards Integrated 
Reporting: Communicating Value in the 
21st Century, the aim of  IR is to 
‘demonstrate the linkages between an 
organisation’s strategy, governance and 
financial performance and the social, 
environmental and economic context 
within which it operates. By reinforcing 
these connections, IR can help 
business to take more sustainable 
decisions and enable investors and 
other stakeholders to understand how 
an organisation is really performing’.

There are several steps involved in 
achieving this:
1 ‘Politicise’ major investors (eg 

pension funds) to take a lead in 
seeking performance data which 
supports long-term, rather than 
short-term, investment decisions.

2 Demonstrate how companies can 
successfully embrace key 
sustainability drivers at the stage that 
their business model and business 
strategy are being formulated.

3 Communicate via an integrated 
report how the embedding of  
long-term sustainability drivers 
has, or will add, to long-term 
value creation – through reduced 
cost/risk or through enhanced 

competitiveness and hence revenue. 
Many companies claim to draw 
value from corporate responsibility. 

The simplest way to look at IR is to 
assume that it somehow sits at the top 
of  an information pyramid, see left. 
Based on the IIRC’s principles of  
inter-connectedness and materiality, 
the preparer will determine which 
information from which source best 
demonstrates the interconnectedness 
of  the thinking that underpins the 
business model and the corporate 
strategy, and links both to key 
sustainability drivers.

The IIRC’s discussion paper sets out 
the rationale for IR and also sketches a 
possible framework via which such 
reporting could be conducted – it can 
found at www.discussionpaper2011.
theiirc.org

The IIRC’s website, at www.theiirc.
org, also gives explanations for why IR 
is different from – and by implication 
why it is better than – conventional 
financial reporting.

Looking to the future
From what we have seen above, 
corporate reporting might become 

more integrated and more fragmented 
at the same time. Viewed through 
the integrationist lens, an integrated 
report sits above, but does not 
necessarily replace, a series of  other 
separate reports, each having its own 
purpose and set of  stakeholders. 
Viewed through the lens of  increased 
fragmentation, reporters and users 
alike will use technologies such as 
XBRL and real-time reporting to access 
bespoke data sets via the internet. 
In the second scenario an integrated 
report serves to provide a stable core to 
an endlessly shifting universe of  data.

It’s probably too late to return 
corporate reporting to the relative 
simplicity of  the mid-20th century. 
But a combination of  IR and new 
technologies might provide companies, 
stakeholders and our political masters 
with a new accounting model in which 
long-term value is prized more than 
short-term gains and where all 
stakeholders, not just investors, feel a 
part of  the enterprise and the value 
creation process. 

Roger Adams is ACCA’s director of 
special assignments
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Accounting solutions
In this month’s column, PwC's Thomas Roberts and Iain Selfridge answer  
a technical question on accounting for a property lease

Q
ABC Ltd enters into a 12-year 
lease for a new property. 
The lease is non-cancellable 
and there are no extension 

options. The property has a remaining 
useful economic life of 50 years and 
the minimum lease payments are 
significantly less than the fair value 
of the property. The lease contract 
includes a six-month rent-free period at 
the start of the lease. A rent review will 
occur every three years with the rent 
increasing based on a local inflation 
index. However, the contract states 
that the rentals may not decrease. At 
the inception of the lease inflation 
is positive. How should the lease be 
accounted for under International 
Financial Reporting Standards?

A
IAS 17, Leases, distinguishes 
between finance and operating 
leases based on whether the 
lease transfers substantially 

all the risks and rewards of  owning the 
asset. Whether a lease is a finance lease 
or an operating lease depends on the 
substance of  the transaction. IAS 17 
contains examples of  situations which 
would normally result in a lease being 
classified as a finance lease such as the 
lease term being the major part of  the 
asset’s economic life and the present 
value of  minimum lease payments 
amounts to substantially all the fair 
value of  the asset. Any other lease is an 
operating lease. 

In this case ABC is leasing the 
property for far less than the majority 
of  the property’s life and the minimum 
lease payments are not a substantial 
proportion of  the property’s fair value. 
In the absence of  any other indicators 
the lease would be accounted for as 
an operating lease. IAS 17 therefore 
requires that the lease payments are 
recognised over the lease term on a 
straight-line basis (unless another 
systematic basis is more appropriate).

arrangements agreed between the two 
parties.

Inflation linked rentals are a 
common feature in leases and are an 
example of  an embedded derivative. If  
the embedded derivative is not ‘closely 
related’ to the underlying lease (the 
host contract) it must be separately 
recognised at fair value. Where the 
embedded derivative is closely related, 
the inflation increases are examples 
of  contingent rents that are excluded 
from the calculation of  minimum lease 
payments and charged as expenses in 
the period in which they are incurred.

IAS 39, Financial Instruments: 
Recognition and Measurement, guidance 
on inflation linked lease rentals notes 
that, provided that adjustments are not 
a multiple of  inflation and the link is to 
inflation in the entity's own economic 
environment, the embedded derivative 
is closely related. The floor feature also 
must be considered. As the upward-
only feature of  the rent reviews means 
that the rentals can never fall below 
the floor, the floor is always out-of-
the-money; that is, the floor does not 
alter the expected cashflows both at 
inception and subsequently and so the 
embedded derivative is closely related.

ABC treats the property as an 
operating lease spreading the benefit 
of  the six-month rent-free period over 
the 12-year lease term. Increases in 
rent due to inflation are accounted for 
when they occur.

This month’s solutions were compiled 
by Thomas Roberts and Iain Selfridge 
of PwC’s Accounting Consulting 
Services

Under IFRS, SIC 15 requires that 
incentives such as a rent-free period 
should be recognised by the lessee 
as a reduction of  the rental expense 
over the lease term on a straight-line 
basis, unless another systematic basis 
is more appropriate. This ensures 
that the true effective rental charge is 
reflected irrespective of  the cashflow 

PwC has updated its Manual of accounting suite for 2012 year ends. This includes 
guidance on IFRS; ‘Narrative reporting’; and disclosure checklists for UK GAAP and 
IFRS for the UK (checklists only in pdf  format). Visit www.pwc.co.uk/manual

  *MANUAL OF ACCOUNTING

www.pwc.co.uk/manual
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Weighing up your options
This month Dr Tony Grundy demonstrates how to get the most out of strategic 
thinking by creating and evaluating strategic options for the business

The third in this series of five 
articles examines a crucial phase of 
the strategy development process: 
generating and evaluating strategic 
options (defined as alternative 
strategies in the first article in this 
series). This follows on from the more 
analytical tools explored in the second 
article, and entails a great deal of 
strategic thinking. 

As many legs as you like
Few systematic models exist for 
generating strategic options. Igor 
Ansoff  created a very simple but rather 
limited grid (the Ansoff  matrix) which 
displays existing products versus new 
products along one axis, and existing 
versus new markets along the other. To 
go beyond that I have created a more 
powerful method that accommodates 
far more than just two variables or 
‘degrees of  freedom’. I call it an 
‘optopus’ as it has eight variables 
(although in practice you can have as 
many or as few variables as you want) 
ranged around and linked to a central 
circle that lists the options created by 
those variables. The eight variables are: 

* value creation: the different ways in 
which your product adds value for 
the customer

* value delivery: the technologies, 
media and distribution to take the 
product to market

* alliance: different partners and 
different types of  alliances, doing 
different things

* acquisition: different types and 
different targets to do different 
things 

* divestment or outsourcing

* geography: national, regional, global

* market sectors

* customer segments.

These variables can be refined or 
added to – for example, brand and 
pricing options could be included. 

Let’s explore the potential of  the 
optopus through the Virgin Galactic.

Essentially, the idea behind Galactic 
was to develop a technology capable of  
delivering paying passengers into 
space for a suborbital flight. Travelling 
at a height of  around 50 miles above 
the Earth these passengers would then 
see the planet from a distance in all its 
glory and in a state of  weightlessness 
at a ‘budget’ price of  $200,000.

The reusable spacecraft would be so 

light (and could fold its wings to create 
extra drag) that it could dispense with 
a heavy heat shield to prevent it 
burning up on re-entering the 
atmosphere. And with a fin to act as a 
sail, it wouldn’t need so much fuel. 

I visited Virgin Galactic’s HQ in 2008, 
taking with me around 90 strategic 
business ideas generated from the 
optopus, including:

* market sectors: corporates (eg 
acquisition deal meetings), 
governments (eg to promote 
ecological awareness)

* customer segments: business 

The strategic option grid

Criteria

Strategic 
attractiveness

Financial 
attractiveness*

Implementation 
difficulty

Uncertainty  
and risk

Acceptability  
(to stakeholders)

Option 1 Option 2

Attractiveness score:    3=high    2=medium    1=low

* benefits less costs – net cashflows relative to investment

Option 3 Option 4

SIMPLY AVOIDING THE DESTRUCTION OR 
DILUTION OF CUSTOMER VALUE CAN 
GENERATE REAL COMPETITIVE ADVANTAGE
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millionaires (by industry), 
celebrities/wives (footballers/pop 
stars, etc), the not-so-rich (by 
sponsorship or lottery), groups of  
friends

* value-creating activities: astronauts 
club/season ticket holders, as a 
present (a very big one!), differential 
pricing (premiums seats/service), 
two or three flights at once, 
50-mile-high club, weddings

* value delivery: TV channels (eg 
celebrity knock-out programme in 
space), alliances, NASA

* divestment/outsourcing: different 
aeroplane manufacturers

* geography: by customer (eg US, 

Europe, Middle East, Japan, China), 
by flight anywhere subject to launch 
sites (world network).

On the basis of  these ideas, Galactic 
certainly has potential for being a 
global business.

The ‘so what?’ arising from this 
analysis is the sheer richness of  
opportunities that the technique 
reveals within the Virgin Galactic 
context. It appears far more effective 
than brainstorming.

Strategic option grid
Once the optopus has been created, 
it is time to do the option evaluation 
with the help of  the strategic option 
grid shown opposite. The grid has the 
following five key criteria:

* strategic attractiveness: the external 
market attractiveness (based on 
market growth, Porter’s five forces 
and perhaps PEST analysis) and the 

relative competitive position

* financial attractiveness: the long 
and short term returns

* implementation difficulty: the sum 
of  difficulty over time to achieve the 
strategic goals

* uncertainty and risk: the volatility of  
the key assumptions

* stakeholder acceptability: the extent 
to which stakeholders look 
favourably (or not) on an option.

Discussion of  the criteria and scores 
should not be abstract but as specific 
as possible. Each criterion is scored for 
attractiveness: very attractive gains 
three ticks, moderately attractive two 
ticks, not very attractive one tick; 

half-ticks can also be allocated (for 
example, a high ‘implementation 
difficulty’ and ‘uncertainty and risk’ 
might muster one tick combined).

The strategic option grid can be used 
for many options including market 
development, product/services, new 
technology, sourcing, acquisitions, 
divestment and alliances.

The grid is effective for a number of  
reasons. Visually it has columns for 
four, if  not more, strategic options, 
which will help foster creativity among 
senior managers. The decision criteria 
allows managers to think about options 
in a more objective way. They also 
reflect the unconscious and informal, 
decision-making rules that managers 
actually use – especially the criteria of  
‘financial attractiveness’, and 
‘uncertainty and risk’. 

 The best way to use the grid is to:

* explore the available options

* look at the ‘degrees of  freedom’ 

* consider how a strategic option 
might be achieved, and the timing 
options

* develop a ‘cunning plan’ for each of  
the options

* do the evaluation scores, based on 
what is behind these criteria 

* check out any facts – where 
evaluations look very sensitive 

* ask yourself  what’s the one big 
thing you’ve missed? – the 
‘challenge’ process 

Count up the number of  ticks each 
option has. Those with a total of  12 to 
15 ticks are attractive strategies on the 
face of  it but will still need testing; 
those with 10 to 11 ticks probably lack 
cunning; those with eight or nine will 
need a lot more work; those with five to 
seven are off  the menu unless they can 
be completely rethought; and those 
with fewer than five ticks shouldn’t be 
touched with a bargepole.

These scores will move up and down 
quite a lot as you goes through a 
‘challenge and build’ process. Try to 
make them more cunning, so that 
shifts of  two ticks in the total scores 
are common.

Possible pitfalls of  the grid are:

* ‘strategic attractiveness’ may be 
scored without real thought about 
the environment or Porter’s forces

* ‘financial attractiveness’ may be 
conceived solely in the context of  
the short and medium term, and 
not include long term as well

* ‘implementation difficulty’ may be 
largely subjective, based mainly on 
the general kind of  strategy rather 
than detailed thinking about 
enablers and constraints, and 
particularly how these will change 
over time; it may also lack much 
thought about the ‘how’

* ‘uncertainty and risk’ may be 

GET VERIFIABLE CPD UNITS
Answer questions about this article online
Studying this article and answering the questions can count towards 
your verifiable CPD if you are following the unit route and the content is 
relevant to your development needs. 
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merely a global assessment and 
lack any granular thinking about 
specific assumptions 

* ‘stakeholder acceptability’ may be 
done without thinking who all the 
stakeholders are, and how their 
agendas differ

* there may be no cunning plan at all, 
or for what will be done and how; as 
a result, many of  the scores may 
end up looking weak simply because 
of  a lack of  truly inventive thinking.

Most managers and accountants will 
relapse into mediocre thinking 
especially where there are low scores – 
it is a lot to ask to be cunning and to 
evaluate at the same time. An example 
of  what can be done can be found in my 
book, Be Your Own Strategy Consultant, 
which contains a list of  cunning 
checklists developed for Dyson.

Tips and tricks
If there is a constraint, think why it is 
there and how it can be avoided 
Rather than by resorting to simplistic 
brainstorming, it may help to consider 
why a constraint exists anyway.

Focus on constraints one at a time, 
always beginning with the most critical
Instead of  focusing on all constraints 
simultaneously, pick them out one 
at a time to challenge and dissolve, 
beginning with the hardest. If  that 
one is simply too daunting, pick off  a 
number of  the easier ones first.

You don’t always have to add value
Most writers on strategy focus on 
adding value, but simply avoiding the 
destruction or dilution of  customer 
value can generate real competitive 

advantage, as Dyson demonstrated 
when it said ‘goodbye to the bag’.

Make your product easier to buy
Just removing the difficulties of  buying 
something can lead to increased sales. 
Alternatively, making it easier for 
the customer to buy more (mentally, 
emotionally and physically) can 
facilitate sales volume.

Make your product irresistible
Set yourself  the mental goal of  making 
your proposition so compelling that it 
becomes irresistible. 

Study your competitors
Competitive analysis is not particularly 
done well by many companies; some 
don’t do it at all. But doing competitor 
analysis is only the first stage in 
answering the question, how can we do 
things even better than them?

Building barriers to imitation 
It is not always important to protect 
against imitation. While in theory 
each part of  a business’s competitive 
advantage might be imitated, it would 
be very difficult indeed to copy all the 
elements of  that advantage.

Change the rules of the game
The rules are not fixed – and you 
can change them. Suppose you were 
starting an estate agency industry from 
scratch at the present time. Would you 
have expensive BMWs for your senior 
sales agents? Smart cars?

Abandon mindsets (at industry, 
company and personal levels)
Forget not only how your industry (and 
company) does things currently, but 
also how you yourself  do and even 
think about things. 

Imagine you just started in the 
organisation today 
Forget your own experience, agendas 
and thought patterns which have been 
shaped by the organisation. If  you 
were not in the market already, how 
would you now enter it and with what 
business model?

Advise yourself
Here it may pay to conduct a 
special version of  the out-of-body 
experience, imagining you are your own 
management consultant. 

 
Dr Tony Grundy is an independent 
consultant and trainer and lectures at 
Henley Business School in the UK
www.tonygrundy.com
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    www.accacareers.com/china-hong-kong
LOOKING FOR A NEW JOB?

Start planning your CPD for 2013 by 
reflecting on your recent learning and 
identifying areas you want to develop. 
You can do this by answering the 
following questions:

* Where are you now? What are the 
issues?

* What’s going well? And what’s not?
Now think about where you want to 

be and what you want to develop.

* What are your goals?

* How are you going to get there?

* What are areas for development?

* What learning resources are you 
using? For example, is the course 
you attend every year still relevant 
to your work? Is the podcast you 
subscribed to still cutting edge and 
full of  fresh ideas you haven’t 
considered before?

And most importantly – what would 
you do differently in 2013 to 
become a better professional?

Try something in 2013
Through our innovative 
approach to development, 
we have a comprehensive 
range of  services and 
tools to support you in 
planning, sourcing and 
achieving your CPD. 
From networking on 
ACCA’s official LinkedIn 
members’ group to 
mentoring or coaching 
a colleague, there is 
something for everyone.

Get ahead with My Development
In October 2012 we launched the new 
CPD section of  ACCA’s website. My 
Development brings all CPD learning 
opportunities together in one place, 
including AB articles, CPD articles with 
multiple-choice questions, e-learning 
courses, face-to-face events, podcasts, 
webinars and qualifications from our 
partners. Within My Development you 
can also find details on ACCA’s CPD 
policy and guidance on how to meet 
our CPD requirements.

New features
New features of  My Development are:

* Improved look and feel – new 
homepage to highlight new 
opportunities and promotions from 
CPD partners

* Ability to filter by learning type, 
topic and sub-topic 

* Learning relevant to your location

* Local face-to-face events in the UK, 
Ireland, Hong Kong, Singapore, 
Malaysia, and you’ll see other 
markets joining soon.

Topic categories
All learning within My Development is 
organised by topic so you can quickly 
find what you need:

* Auditing and assurance

* Corporate reporting 

* Ethics 

* Financial management

* Governance, risk and control

* Law and regulation

* Leadership and management

* Performance management

* Professional networking

* Stakeholder relationship 
management 

* Strategy and innovation

* Taxation 

Remember to remember
It’s wise to plan your CPD now, 
but also vital to check during 
the year to ensure you are on 
track to meet requirements. 
Why not set a reminder for June 
in your online diary to see how 
you are placed?

My Development is updated 
daily, so visit the website 
regularly to get the learning 
most suited to your needs.

Visit www.accaglobal.com/CPD

Plan for 2013
Start the new CPD year by asking yourself some fundamental questions about where you 
are and where you want to be, and then use our new resource for sourcing your learning
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Scaling the Summit
[William Mak, ACCA Hong Kong’s chairman, explains why his involvement in ACCA CFO Summit Asia 

2012 was the perfect way to settle into his new role – and how he aims to boost the value of membership 

As newly elected chairman of ACCA 
Hong Kong, it was my great pleasure 
to welcome delegates to one of 
the highlights of the accountancy 
profession’s conference calendar 
in 2012. ACCA CFO Summit Asia, 
held on 18 October, marked my first 
month as chairman and so held a 
special and significant milestone 
in my professional capacity as an 
ambassador for ACCA and the Hong 
Kong office. 

ACCA CFO Summits are a global 
series of  conferences and events 
that share personal insights and 
observations from finance leaders on 
their evolving role. As an international 
financial centre, China’s offshore 
financial hub, and the gateway for 
businesses into and out of  mainland 
China, Hong Kong undoubtedly 
plays a leading role in driving the 
economic development in the region; 
it was an ideal venue for the first 
regional summit.

More than 100 finance and business 
leaders from throughout the region 
gathered to share views, experiences 
and best practices, as well as hear from 
an outstanding line-up of  speakers 
representing some of  the best-known 
businesses in the world. ACCA CFO 
Summit Asia 2012 reflected the very 
essence of  the accountancy profession 
and the way in which such top talent is 
driving change and innovation. 

It was a day of  reflection and 
recognition of  the rapidly evolving 
role of  the CFO in today’s corporate 
environment where compliance, security, 
emerging-market growth and next-
generation analytics are areas in which 
CFOs must demonstrate leadership 
and skill. You can read more about the 
discussions and debate that took place 
during the summit on page 20.

My involvement in the summit was 
one of  many tasks I am entrusted with 

as chairman. It is vital that ACCA Hong 
Kong members get the most out of  their 
membership, and to that end I would 
like to point out some aspects that will 
be a focus of  my chairmanship: 

* To enhance members’ experience 
from ACCA Hong Kong by exploring 
more flexible and cost-effective 
forms of  professional development 
programmes 

* To help ACCA promote the concept 
of  professionalism that accountants 
should focus on in business life and 
the role the profession plays in 
building public trust and thereby 
delivering public value

* and to help to build a stronger 
connection between ACCA 
Hong Kong and its various 
stakeholders through 
different kinds of  
professional networking 
events.

The ACCA Hong Kong 
calendar has a number 
of  key events that serve 
as an excellent platform to 
bring together members and 
accountancy professionals to 
share their insights and 
observations. These 
include the 
annual tax 
conference in 
the spring, 
followed 
by the 

annual conference in the summer; and 
there is also the 7th ACCA Mentorship 
Programme, which will start recruiting 
mentors and mentees in the first 
quarter of  2013. We also hope to 
see another ACCA CFO Summit Asia 
before the year is out.

I also feel that it is essential that, 
as accountancy professionals, we give 
back to society. I know that this view 
is one that is shared among members, 
given their strong support of  charity 
events held throughout Hong Kong. 
The 16th ACCA Charity Fun Day, to be 
held on 13 January, is an opportunity 

to have some fun 
while supporting 

charitable 
organisations 
that do excellent 
work for 
underprivileged 
groups in Hong 
Kong. I hope you 
will join us. 

William Mak, 
chairman, ACCA 
Hong Kong
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This article provides an overview of 
the main changes to ACCA’s bye-
laws, regulations and Code of Ethics 
and Conduct, as published in the 
ACCA Rulebook, to take effect from 1 
January 2013. 

The changes to the Rulebook 2012 
have arisen from policy decisions  
over the past year, implementation  
of  existing Council policy or  
legislative/lead regulator requirements, 
or the necessary clarification of   
existing regulations.

Regulation changes arising from 
the Overview of  Regulatory 
Procedures Working Party
Many of  the substantive changes 
for the 2013 Rulebook have arisen 
from the recommendations of  the 
Overview of  Regulatory Procedures 
Working Party, set up in 2011 to review 
ACCA’s disciplinary and regulatory 
processes with particular reference to 
independence, fairness, proportionality 
and the public interest. These include:
Regulatory Board and Committee 
Regulations:

* the introduction of  legal advisers 
into ACCA’s disciplinary and 
regulatory arrangements. This  
move will further enhance the 
independence of  ACCA’s disciplinary 
and regulatory committees as the 
provision of  legal and procedural 
advice to committees will be by 
individuals independent of  ACCA. 
Consequential provisions are 
included in the Authorisation 
Regulations, Complaint and 
Disciplinary Regulations and  
Appeal Regulations;

* a reduction in the quorum of  each 
committee from four to three and 
the removal of  the requirement that 
a lawyer should serve on each 
committee, save that the chairman 
of  the Appeal Committee must be  
a lawyer.

Complaints and Disciplinary 
Regulations:

* a requirement that, where an 
assessor has reviewed an 
investigating officer’s decision  
to close a case and has decided  
that a report of  disciplinary 
allegations should be prepared,  
the report should be referred to the 
same assessor;

* an additional test of  whether there 
is a real prospect of  an allegation 
being found proved where an 
assessor considers a report of  
disciplinary allegations;

* an enhanced interim order regime;

* new procedures for the case 
presenter to apply to withdraw 
cases in place of  the case 
presenter’s current power to do so.

Appeal Regulations:

* a further tightening of  the criteria 
for lodging appeals in order to 
eliminate unmeritorious appeals.

Fees Regulations
The changes reflect the 2013 
membership fee, which is £205.

Membership Regulations
The principal amendments to the 
Membership Regulations:

* reflect that, from 2013, the 
Professional Ethics Module is 
mandatory for all students;

* clarify the prohibited activities of  
ACCA students;

* allow ACCA students who are 
members of  an IFAC member body 
outside the UK, Jersey, Guernsey 
and Dependencies, the Isle of  Man 
and Ireland (and holding practising 
certificates from those bodies), to 
engage in public practice;

* reflect the requirements of  the 
Criminal Justice (Money Laundering 
and Terrorist Financing) Act 2012 in 
the Republic of  Ireland with regard to 
anti-money laundering supervision;

* minimise the risk of  a member 
unreasonably avoiding removal from 
the register in respect of  CPD 
breaches or bankruptcy;

* provide that notices may be sent to 
an address nominated by the 
member which may not be the 
registered address. Similar 
provisions are included in the 
Complaint and Disciplinary 
Regulations and Appeal Regulations;

* provide flexibility so that, in 
exceptional circumstances, a hearing 
may proceed notwithstanding minor 
non-compliance with requirements 
for the service of  documents. 
Similar provisions are included in 
the Regulatory Board and 
Committee Regulations, 
Authorisation Regulations, Complaint 
and Disciplinary Regulations and the 
Appeal Regulations;

* amend Appendix 2 to reflect a 
change in policy to allow ACCA 
affiliates who have complied with 
other IFAC member bodies’ practical 
experience requirements, in some 
circumstances, to claim an 
exemption from the performance 
objectives component of  ACCA’s 
practical experience requirements.

Annexes to the Global 
Practising Regulations
UK Annex:
The substantive amendments to the 
UK Annex to the Global Practising 
Regulations remove references to 
the various Boards of  the Financial 
Reporting Council (FRC), which 
no longer exist following the FRC’s 
restructuring. Similar provisions 
are included in the Complaints and 
Disciplinary Regulations and the 
Appeal Regulations.
Republic of Ireland Annex:
The only substantive amendment to the 
Republic of  Ireland Annex to the Global 
Practising Regulations aligns the 

Refining the rules
ACCA’s Ian Waters outlines regulation changes for the 2013 ACCA Rulebook
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Regulations to the requirements of  the 
Criminal Justice (Money Laundering 
and Terrorist Financing) Act 2010, 
and requires members in Ireland who 
provide book-keeping services to obtain 
practising certificates from ACCA.

Designated Professional Body 
Regulations
These regulations have been amended 
to bring about consistency with the 
requirements for retail investment 
firms in respect of  commission 
following the FSA’s Retail Distribution 
Review. All references to ‘commission’ 
have been removed, as have several 
definitions that are no longer required.

Irish Investment Business 
Regulations
Substantial changes have been made 
to the Irish Investment Business 
Regulations. These have been 
reformatted in order to clearly require 
firms to comply with the Consumer 
Protection Code issued by the Central 
Bank of  Ireland, as well as the 
Minimum Competency Requirements. 
This has given rise to the deletion of  
many regulations, in order to avoid 
duplication with the requirements 
set out in the Consumer Protection 
Code and the Minimum Competence 
Requirements themselves.

Authorisation Regulations
In addition to the amendments 
outlined earlier, the only other 
substantive change to the 

Authorisation Regulations reflects an 
interim order regime consistent with 
that of  the Complaints and  
Disciplinary Regulations.

Complaints and Disciplinary 
Regulations
In addition to the amendments 
outlined earlier, the substantive 
changes to the Complaints and 
Disciplinary Regulations:

* provide that deemed notice 
provisions apply to complainants as 
well as relevant persons. A similar 
provision is included in the Appeal 
Regulations;

* give the chairmen explicit powers to 
give case management directions. A 
similar provision is included in the 
Appeal Regulations;

* explicitly allow discretion for ACCA 
to extend the time limit by which 
complainants may request reviews 
of  decisions to close cases in 
limited circumstances.

Appeal Regulations
In addition to the amendments 
outlined earlier, the only other 
substantive change to the Appeal 

Regulations provides that, if  the 
chairman grants permission to 
appeal an order which was made with 
immediate effect, he may also grant a 
stay of  the order if  it is justified in all 
the circumstances.

Code of  Ethics and Conduct
In order to clarify the requirements 
of  the Code concerning descriptions 
of  firms, an amendment has been 
made to Section B4 to add the term 
‘statutory auditors’ to the list of  
descriptions that should not form part 
of  a firm’s name.

Other changes to the Code include 
the clarification and strengthening of  
the requirements concerning the use 
of  the ACCA logo.

ACCA’s Rulebook can be viewed on 
ACCA’s website at: www.accaglobal.
com/rulebook

Ian Waters is regulation and  
standards manager at ACCA
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ACCA vice president 
Anthony Harbinson said 
global standards are key

Lorraine Holleway, chairman, 
ACCA Global Forum for Corporate 
Reporting – more on page 30

Hans Hoogervorst, International 
Accounting Standards Board 
chairman – more on page 30

Juthika Ramanathan, CEO, 
Accounting and Corporate 
Regulatory Authority, Singapore, 
spoke on the professions’ future

ACCA president 
Barry Cooper 
addresses the 
gathering and 
(inset) talks with 
other delegates

A high-profile group of 56 senior 
ACCA members representing more 
than 40 countries gathered in 
London in November for ACCA’s 
International Assembly 2012 to 
discuss key issues, both for ACCA 
and the wider profession.

Focused on the theme of  ‘Delivering 
value’, delegates shared feedback with 
and posed questions to ACCA’s senior 
management. They also considered how 
ACCA delivers public value, what it 
means for ACCA to be a digital 
organisation, and the future of  the 
profession. ‘Given the challenging 
economic environment in which we all 
live and work, more than ever it is 
important that the accountancy 
profession proves its value to society,’ 
said Professor Barry Cooper, ACCA 
president, in his opening address. 

Chief  executive Helen Brand outlined 
ACCA’s continued focus on creating 
value for members, employers and 
wider society through a range of  
initiatives. She thanked delegates for 
the contribution they make to ACCA. 
‘Engaged and passionate members 
are the lifeblood of  any successful 
professional body,’ she said.

ACCA’s officers shared their views on 
how ACCA delivers value in a variety of  
environments. Cooper focused on the 
value of  emerging capital markets and 

GLOBAL GATHERING
Members from over 40 countries discussed issues facing 
the profession at ACCA’s International Assembly

the role the profession plays in 
supporting them. ‘Emerging capital 
markets need increasingly transparent 
corporate governance and ethical 
business approaches to encourage 
investor confidence,’ he said. ‘This is 
where we add value. As a global 
profession and a global accountancy 
body, we operate to break down barriers 
utilising an ethical and sustainable 
approach which for ACCA is based on 
our own fundamental principles: 
integrity, objectivity, professional 
competence and professional behaviour.’    

Speaking in front of  a screen 
showing the constantly growing world 
population, ACCA deputy president 
Martin Turner considered the role of  the 
profession in encouraging sustainable 
development. He outlined recent 
developments in integrated reporting 
and sustainability disclosure – including 
the publication of  ACCA’s own first 
integrated report in 2012. ‘ACCA has 
been the oldest advocate of  sustainable 
reporting in the profession,’ he noted. 

Turning delegates’ attention to the 
public sector, ACCA vice president 
Anthony Harbinson highlighted the 
importance of  the application of  global 
accounting standards and the value of  
external and internal audit. ‘The public 
sector will be feeling the fiscal squeeze 
for a long time,’ he noted. ‘The 

professional’s role is to ensure 
awareness, openness and transparency; 
it is about ensuring clarity, about 
delivering value for money, along with 
clarity of  thought and policy.’

Neil Stevenson, ACCA’s executive 
director – brand, focused on the future 
of  the professions and how their role is 
being influenced by developments in 
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‘AS A GLOBAL PROFESSION AND A GLOBAL ACCOUNTANCY BODY, 
WE BREAK DOWN BARRIERS UTILISING AN ETHICAL APPROACH’

Zhou Qinye 
of Shanghai 
Stock Exchange 
received an ACCA 
Achievement Award

Ian Powell, chairman and 
senior partner of PwC UK, 
flanked by ACCA president 
Barry Cooper and chief 
executive Helen Brand

Delegates and staff including chief executive 
Helen Brand (far right) arrive for joint International 
Assembly/ACCA Council dinner

ACCA deputy 
president 
Martin Turner 
championed 
accountants’ 
support for 
sustainable 
development

business and society. ‘To ensure its 
ongoing reputation and value, it is 
essential that the accountancy 
profession continues to operate as a 
guardian of  integrity,’ he said.

Former vice president of  the 
Shanghai Stock Exchange Zhou Qinye 
was presented with an ACCA 
Achievement Award for his work at the 

stock exchange, with ACCA, and as a 
finance and education professional at 
universities in China.

During a powerful session on ‘Policy 
impact’, delegates also heard how ACCA 
seeks to make policy that is credible, 
reliable and well informed, thereby 
enabling ACCA to enhance the strength 
and relevance of  the global profession. 

‘Policy is about achieving change – with 
politicians, with regulators, with our 
customers and with other stakeholders,’ 
said Sue Almond, ACCA’s technical 
director. 

Brendan Murtagh, former ACCA 
president and founding partner of  LHM 
Casey McGrath in Ireland, highlighted 
the value that ACCA brings to IFAC’s 
International Auditing and Assurance 
Board, which he joined in January 2012. 

Mohua Rashid, head of  ACCA 
Bangladesh, argued the case for ‘how 
global policies can be used with impact 
in a market – how the global can be 
made local without diluting the policy 
message or indeed the impact’. 

   
Sarah Perrin, journalist

More from Hans Hoogervorst, Lorraine 
Holleway and Zhou Qinye on page 30
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Chinese enterprises are increasingly 
undertaking global mergers and 
acquisitions (M&As) in order to 
improve their technologies and 
expand their markets, with dreams 
of becoming world-famous brands. 
But many end in failure, leading to 
massive losses, layoffs and business 
closures, an expert on Chinese 
failed overseas M&As told a recent 
ACCA conference. 

Samuel Wang FCCA, deputy general 
manager and chief  investment officer 
of  Ping An Bright Fortune Investment 
Management and ACCA South China 
steering team member, was speaking 
at Out of  Acquisition Dilemma, a 
conference organised by ACCA 
Guangzhou and held in Shenzhen. 
The event, which attracted more than 
50 CFOs, aimed to help participants 
understand the risks and opportunities 
of  Chinese overseas acquisitions, and 
prompt them to improve their strategies. 

As former board secretary of  
Huizhou-based consumer electronics 
producer TCL Group with responsibility 
for group financing, equity investment 
and management, Wang witnessed the 
whole process of  a keenly observed 
acquisition: TCL Group’s acquisition of  
French home appliance giant Thomson 
in 2004. 

‘After the acquisition, we entered into 
a painful process,’ recalls Wang. 
‘Everyone from the CEO to the whole 
team suffered big pressure.’ Wang and 
his teammates studied how other 
Chinese companies approached 
overseas takeovers, visiting heads of  
firms who masterminded high-profile 
overseas acquisitions, as well as Ping 
An Insurance Company’s investment in 
the Belgian-Dutch bank Fortis’s global 
asset management business in 2008, 
which led to losses when the Belgium 
government nationalised Fortis. 

The conference came as China kicks 
off  a new era of  Chinese acquisitions. 
Last July, China’s largest securities 
firm, Citic Securities International, 
announced that it would fully acquire 
Credit Lyonnais Securities Asia (CLSA) 
for US$1.25bn. 

A QUESTION OF ACQUISITION

Three days later, China National 
Petroleum Offshore Engineering (CPOE) 
said that it would spend US$15.1bn to 
buy listed Canadian oil company 
Nexen. On the same day, China 
Petroleum & Chemical Corp, or 
Sinopec, announced its plan to buy a 
stake in another Canadian oil and gas 
company, Talisman Energy, for 
US$1.5bn, and in November it 
announced that it was buying a 20% 
stake in a Nigerian oil field owned by 
Total, for US$2.46bn.

Mergers emerge
In the past, Chinese enterprises seldom 
underwent overseas M&As. However, 
this situation changed in 2005 with 
Lenovo’s acquisition of  IBM’s personal 
computer business, before really taking 
off  after the 2008 global financial 
crisis, which Wang puts down to lower 
acquisition costs. In 2010 alone, there 
were 207 Chinese overseas acquisitions, 
including carmaker Geely’s acquisition 
of  Volvo from Ford.

‘Acquisition has become the 
mainstream in mainland China,’ said 
Wang. ‘Enterprises now do not want to 
explore overseas markets themselves, 
and prefer buying an overseas company.’ 
Through acquiring overseas brands, 
Chinese companies aim to gain more 
customers, a better team, improved 
technology and a global strategy. 

But overseas acquisitions are far 
from a guaranteed success, Wang 
warns. Despite the Ministry of  
Commerce’s assertion that, from 2003 
to 2011, overseas M&As were worth 
US$130.86bn and accounted for 51.6% 
of  the total, he maintains that, based on 
his own research, most end in failure.

In 2005, following TCL Group’s 
acquisition of  Thomson, the group 
suffered a loss. It went on to sell its 
subsidiary TCL International Electrical 
(Huizhou) and TCL Building Technology 
(Huizhou) to the Legrand Group for 1.7 
billion yuan, but failed to cut its loss. 

TCL’s strength, according to Wang, 
was its low cost, efficiency and deep 

‘ACQUISITION HAS BECOME THE MAINSTREAM IN 
MAINLAND CHINA. ENTERPRISES  NOW DO NOT  
WANT TO EXPLORE OVERSEAS THEMSELVES’
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01 Samuel Wang described his 
experience of  overseas M&As

02 More than 50 CFOs attended 
the Shenzhen conference

understanding of  local clients. But 
this, he argued, had no impact on the 
merged international business. 

The company also suffered from 
insufficient international management 
talent. ‘We could not find a team 
with international horizons. It was 
difficult to find management who 
were familiar with Chinese and 
Western cultures,’ he recalled, 
adding that differences in 
management culture were another 
source of  difficulty. 

Rising labour costs were another 
headache; in order to keep in line with 
the European team, the salaries of  
staff  in China were increased. The 
expanded management hierarchy also 
affected efficiency. ‘We were much 
slower in responding to market 
changes,’ Wang said.

Failure to prepare enough cash was 
a further problem. ‘What we acquired 
from Thomson was net assets, but 
they could not run on their own,’ Wang 
said. ‘We needed cash to run their 
businesses, such as buying stock, IT 
systems and outsourcing.’

Finally, despite frequent management 
changes, TCL still could not effectively 
complete post-acquisition integration.

Bewitched by brands
Despite the number of  failed Chinese 
overseas acquisitions, business 
leaders are still enthusiastically 
attempting cross-border takeovers. 
Wang explained that most Chinese 
entrepreneurs are full of  confidence 
when planning an acquisition but need 
to learn the lessons from the stories of  
other failed takeovers.

Gaining patented leading brands, 
triggered by Chinese enterprises’ 
admiration of  established overseas 
brands, is, according to Wang, one of  
the main reasons for the appeal of  
overseas takeovers. However, brand 
acquisition is not the same as a 
complete acquisition and is akin to 
‘babysitting for others’, with the added 
pressure of  reaching a certain sales 
volume or risking loss of  usage.

One of  the reasons why acquisitions 
may prove difficult is that Chinese 
companies often target loss-making 
entities, leading to financial pressure 
after the takeover. 

In addition to the US$1.75bn Lenovo 
paid to buy IBM’s PC operation in 
2005, the company also took on 
US$500m of  debt. After acquiring 

Volvo, Geely’s liabilities soared to 71 
billion yuan: 73.4% of  its total assets 
and having total debts. It will take time 
to see how the acquisition fares.

Wang also discussed Taiwanese 
consumer electronics seller BenQ’s 
takeover of  Siemens’ struggling mobile 
division in 2005. The takeover 
subsequently led to the 2006 
bankruptcy of  BenQ Mobile, the new 
company formed after the acquisition, 
culminating its collapse in 2007 with 
the loss of  2,000 jobs. 

However, Wang argued, while the 
Taiwanese company faced similar 
problems to Chinese enterprises, 
‘BenQ was transparent about its 
problems and could efficiently stop 
loss’. Failing to set a stop-loss point 
is, said Wang, a problem. Not wanting 
to admit their failure, many Chinese 
entrepreneurs only stopped loss after 
suffering massive deficits.

In considering an overseas 
acquisition, businesses should examine 
the target company’s business 
environment and its country’s economy, 
labour protection, political situation 
and government policies.Ulimately, a 
‘gambler’ mentality is the root problem 
of  Chinese overseas M&A failures. 

‘They were led by opportunism,’ he 
concluded. ‘They did not acquire the 
companies because of  their business 
strategy. They made the acquisition as 
a chance appeared, and failed to realise 
whether it was an opportunity or a trap.’ 

Sherry Lee, journalist

‘IT WAS DIFFICULT TO FIND MANAGERS WHO WERE
FAMILIAR WITH CHINESE AND WESTERN CULTURES’
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GET SET FOR ACCA CHARITY FUN DAY 
The 16th ACCA Charity Fun Day, to be held on 13 January 2013, 
is intended to be a day of fun for people of all ages. To take 
advantage of the enthusiasm for sports arising from the Euro 
2012 football championship and the London 2012 Olympic 
and Paralympic Games, ACCA has adopted ‘Sports for Love’ as 
this year’s theme. This aims to highlight the importance of the 
Olympic spirit and encourage the public to practise sports as 
part of a healthy lifestyle.  

To find out more, visit http://hongkong.accaglobal.com/
hongkong/general/16thfunday/ for details. 

Accounting and Business will report on the event in a 
forthcoming issue.

HONG KONG OFFICE
CFO SUMMIT ASIA 
2012 VIP COCKTAIL 
RECEPTION
An exclusive assembly 
of senior finance and 
business professionals 
from Asia gathered at 
the Peak Suite of the 
Four Seasons Hotel in 
Central, Hong Kong, for a VIP cocktail reception 
held prior to ACCA CFO Summit Asia 2012. 
Welcoming guests, ACCA chief executive Helen 
Brand (pictured above) introduced some of 
the themes to be discussed at the summit and 
highlighted the importance of diversity, naming 
it one of ACCA’s core values as a business. 
‘With over half a million members and students 
across 170 jurisdictions, we really believe in the 
value that diversity brings. Diversity is a critical 
component of capability,’ she said.

Brand encouraged guests to seek out the best 
people to work in the finance function. ‘In a 
knowledge-based economy, it is the skills, 
knowledge and ideas that people bring to business 
which create competitive advantage. It’s about 
people capability and that’s as true for finance  
as it is for business at large.’ 

The event was also attended by William Mak, 
the newly elected chairman of  ACCA Hong Kong, 
who delivered a welcome address at the reception, 
Erica Chen, head of  ACCA Hong Kong, May Law, 
ACCA director – Asia Pacific, and Ada Leung, head 
of  ACCA China, as well as speakers and guests 
from overseas.

TRAINING FOR EMPLOYERS
ACCA Hong Kong organised an in-house training 
workshop for Standard Chartered Bank on 
12 November, conducted by Kattie Kwok FCCA. 
Kattie is a subject lecturer of an Approved 
Learning Partner. The workshop was attended by 
50 non-finance professionals, who were given a 
thorough understanding of the basic methods of 
ratio analysis and how to evaluate the financial 
performance of an organisation.  

A second in-house training workshop, run by 
ACCA Hong Kong for HSBC, was held on 16 
November. Thirty middle- to senior-level 
accountancy and finance professionals took part 
in the session conducted by a subject lecturer of  
an Approved Learning Partner, Ricky Ma FCCA, 
which focused on the topic of  ‘Interpretation of  
Financial Statements’.

FCCA COCKTAIL 
RECEPTION 2012
In celebration of those 
new FCCAs who attained 
their new status in 
the past year and to 
provide them with an 
opportunity to build 
closer relationships with 
fellow members, ACCA 
Hong Kong organised an 
FCCA cocktail reception 
on 21 November. With 
the theme of ‘The Art of 
Networking’, the evening 
offered invaluable tips 
on networking skills and 
allowed participating 
members to try out what 
they had learned by 
meeting and talking to 
fellow members. 

Those attending the 
reception relished the 
networking opportunity 
the event provided, and 
also gained valuable 
insights delivered by the 
guest speaker.

Above: Bernard Wu, past chairman of ACCA 
Hong Kong, delivering the welcome note

Below: FCCA members mingle at the 
cocktail reception held in honour of the 
those who had attained their qualification
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SHANGHAI OFFICE
ACCOUNTANCY SERVICES AND ECONOMIC TRANSITION

BEIJING OFFICE
FINANCE FORUMS
To improve ACCA’s market influence and explore the 
business opportunities in north-east China, ACCA Beijing, 
in collaboration with CFO Magazine, hosted a series of 
finance forums in two cities in the region – Shenyang and 
Changchun – on 20 November and 21 November respectively. 
The forums, themed ‘Budgeting under Lean Management’, 
were well attended by some 180 local finance leaders and 
CFOs from leading employers such as China Telecom, China 
Minsheng Bank, Bank of East Asia, FAW Group Corporation and BF  
Heavy Machinery.

Jordan Yu, head of  ACCA Beijing, also hosted professional 
networking dinners with ACCA members from Shenyang and 
Changchun following the forums. 

GUANGZHOU OFFICE
INTEGRATED REPORTING 
Chas Roy-Chowdhury, head of taxation at ACCA, gave a keynote 
speech on integrated reporting on 27 October in Guangzhou at 
the International Conference on Environmental Accounting and 
Integrated Reporting, which was jointly held by the Accounting 
Society of China, Jinan University, Beijing University, the University 
of St Andrews and ACCA. 

Some 90 scholars and professors from more than 40 
universities in China and other countries attended the conference. 
Liu Guangzhong, deputy head of  the Accounting Regulatory 
Department at the Ministry of  Finance, gave a round-up of  the latest 
developments in integrated reporting in China. 

Chas Roy-Chowdhury giving his keynote address on integrated reporting

Some of the members who attended one of the forums 
jointly held by ACCA Beijing and CFO Magazine

On 27 November, ACCA Shanghai co-organised an 
accountancy forum themed ‘Embracing New Opportunities 
in Economic Transition’, along with the Chinese Institute of 
Certified Public Accountants (CICPA), Shanghai Institute of 
Certified Public Accountants (SICPA) and Shanghai Pudong 
New Area Government. The event marked the first occasion 
that SICPA had partnered with a global accountancy body on 
its annual forum, with the aim of driving a comprehensive 
reform of accountancy services in the Shanghai Pudong 
New Area. More than 120 representatives from accountancy 
firms attended the forum, which focused on the challenges 
and opportunities facing China’s accountancy firms in the 
transitional period of economic development. 

Dong Xingang, vice-secretary general of  CICPA, and 
Ren Lianyou, vice-president of  SICPA, both made welcome 
speeches. During the forum, Sophia Zhao, technical manager 
of  ACCA Beijing, revealed the results of  a survey jointly 
conducted by ACCA and SICPA on the services provided by 
local accountancy firms, and suggested how service quality 
could be improved. ACCA senior members and CFOs from 
AIG, Roland Berger, Harman and UCCAL were invited to take 

part in a panel session to share their corporate needs and 
discuss how firms can explore business opportunities.

More than 120 representatives from local accountancy firms 
gathered for the forum on 27 November
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ACCA

Confidence in the global economy fell in the third 
quarter of 2012, according to a worldwide survey 
of 2,500 members of ACCA and the IMA (Institute 
of Management Accountants).

The quarterly Global Economic Conditions Survey 
(GECS) shows that around two-thirds now believe the 
global economy is stagnating or reversing. Analysis 
suggests this latest fall in confidence is due almost 
entirely to negative business fundamentals – demand, 
access to finance, late payment and inflation – rather 
than sentiment, with SMEs the worst hit.

The survey reflects continued uncertainty across 
Asia Pacific, which is still feeling the effects of  the 
economic downturn in China. 

But there was a glimmer of  hope from western 
Europe, where the beginnings of  a credible plan to 
resolve the region’s sovereign debt crisis were 
discerned. The Middle East is now the most 
confident region, although Africa continues to slow 
down as it has throughout the year.

Capital spending fell around the world in the 
quarter. Growth remained disappointing, with just 
7% of  respondents reporting plans by organisations 
to increase investment. 

The full GECS is at www.accaglobal.com/access.

FINANCE BOOSTS FEMALE CAREERS
While finance is often seen as a male profession, 
a new report commissioned by ACCA and the 
ESRC (Economic and Social Research Council) 
from Cranfield School of Management shows that 
a financial qualification or a background which 
demonstrates substantial financial acumen is seen 
as a catalyst for women getting onto the boards of 
FTSE companies in the UK. 

Analysis for the report shows that, proportionally, 
women appear to be more successful in attaining 
executive roles where they have a financial 
background. Of  female executive directors 45% of  
are financially qualified while 65% in total have a 
financial background, compared with 26% of  their 
male colleagues being financially qualified and 44% 
having a financial background. 

The report, Women in finance; a springboard to 
corporate board positions?, is available at www.
accaglobal.com/transformation.

Confidence 
takes a dive
Latest ACCA/IMA quarterly global 
economic survey makes grim reading

FUTURES OUT NOW
The latest edition of ACCA’s research 
and insights journal Accountancy 
Futures includes interviews with 
Olympus whistleblower Michael 
Woodford, the Bhutan MP working 
to a happiness index, and the global 
CFO and other top finance bosses at 
consumer giant Unilever. 

The ‘Undercover Economist’ Tim 
Harford also features with the lessons 
of  industrial disasters for banks, as 
does auditing for human rights, and a 
great deal more.

You can read an electronic version at 
www.accaglobal.com/futuresjournal

NEW APP FOR OUTSOURCING 
A new release 
of ACCA’s 
Research 
and Insights 
app explores 
the subject 
of finance 
function 
transformation, 
with a 
particular 
focus on shared 

services and outsourcing. 
Downloading the app allows you to 

read highlights of  ACCA’s research in 
this area, see what CFOs are doing by 
making use of  interactive graphics, 
and watch videos of  leading experts in 
the field of  finance function 
transformation offering insights. 

This is the second release of  the 
Research and Insights app – the first 
covered risk management – and there 
will be further releases on different 
issues every few months. 

To download the free app, visit  
www.accaglobal.com/riapp, or just 
search for ‘ACCA Insights’ in the iTunes 
App Store.
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