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CAPITAL RESULT
On the heels of a 
record performance 
in 2012, will the 
Malaysian capital 
market continue 
to grow despite 
global economic 
uncertainties? 
Page 16

PROGRESS REPORT
We look at whether 
the government’s 
Economic 
Transformation 
Programme (ETP) 
is on track to 
transform Malaysia 
by 2020. 
Page 20

BIG 
AMBITIONS?
For your next 
move, check out  
www.accacareers.
com/malaysia

FUTURE OF 
ACCOUNTANTS
Our new iPad app 
explores the 100 drivers 
of change shaping the 
landscape for businesses 
and professional 
accountants over the next decade, and includes 
exclusive video interviews from leading experts. 
Visit www.accaglobal.com/riapp

Mabal Tan has spent 27 years working for Shell in a variety of leadership roles. The general 
manager of Shell Business Service Centre in Kuala Lumpur explains why she relishes the 
opportunity to shape the work environment of people and culture. See page 12

ARE YOU A CEO IN TRAINING?
CFOs are sometimes thrust into the CEO’s hot seat when the latter 
resigns or is edged out. They are called on because the company may 
not have a suitable option among its operational executives and wants 
to nonetheless project a sense of stability. The CFO is viewed as the 
most likely person to step in because they are often most visible after 
the CEO, work with the chief executive most closely and are usually a 
well-known quantity. 

Though their unique skills are increasingly being sought after to 
fill top executive positions, the phenomenon of  CFOs moving up to 
become CEOs is not as common as you might think. A recent survey 
commissioned by Ernst & Young, entitled CFO and beyond and conducted 
by the Economist Intelligence Unit, revealed that, of  347 CFOs from 
large organisations polled in 2002, just 12% had become CEOs by 2012. 
So it would appear that despite their experience and skillsets being in 
demand, CFOs aren’t flocking to fill senior executive positions.

The survey results were discussed at ACCA Malaysia’s CFO breakfast 
talk series recently (see our report on page 62). One of  the panelists 
opined that most CFOs see their roles as career destinations and 
not a staging post to top jobs, such as the CEO. This was because, 
traditionally, CFOs tend not to move out of  their comfort zones. However, 
there are signs that the demand for CFOs to take on top roles outside of  
finance is growing, and as such CFOs need to change their mindset. 

However, a CFO can only progress to the CEO role if  they have taken 
the initiative to move beyond finance to become a strategic finance 
leader. Today’s CFO needs to be equipped with a broader set of  skills 
and personal qualities than in the past, and not only be capable of  
demonstrating financial accountability but also strong leadership and 
effective collaboration across functions. The earlier in their careers that 
finance executives can broaden their experience, the better. 

The key question is: What are you doing to learn, grow and prepare 
yourself? In short, are you a CEO in training? And, if  you get the call, will 
you be ready?

 
Lee Min Keong, abeditor@accaglobal.com
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01 Malaysia’s 
Prime Minister 

Najib Razak’s Barisan 
Nasional coalition 
secured a further term in 
office after winning last 
month’s general election 
  

02 China, Hong 
Kong and Macau 

were German luxury 
carmaker Porsche’s 
fastest-growing region 
in 2012, with over 28% 
growth in sales from the 
previous year

03 Crocodile Dundee 
star Paul Hogan 

has filed papers in 
the US alleging that 
former tax adviser Philip 
Egglishaw stole US$34m 
from the actor

News in pictures6



04 Williams Grand 
Prix Holdings, 

the company behind 
British-based Formula 
One team Williams – 
pictured at the Chinese 
Grand Prix – suffered 
a £5m pre-tax loss 
in 2012, due to an 
accounting change

05 Actress Fan 
Bingbing has 

topped Forbes China’s 
annual list of  most 
luminous celebrities. 
The magnet for fashion 
brands also appears in 
the Chinese version of  
Iron Man 3

06 Hong Kong has 
signed a tax 

agreement with British 
Crown Dependency 
Guernsey. The island, 
between France and the 
British mainland, has its 
own tax administration 
independent of  the UK  

07 Dock workers in 
Hong Kong have 

ended a 40-day strike 
that affected one of  the 
world’s busiest ports, 
after agreeing to a 9.8% 
pay increase. Cargo was 
delayed at the terminal, 
causing a backlog of  
thousands of  containers
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FULL STEAM 
AHEAD FOR ASIA
Asia is the most 
dynamic trading region 
in the world. As the 
graphic shows, trade 
between the emerging 
Asian economies is 
forecast to get even 
bigger. China’s trade 
growth will remain 
strong, with double-digit 
export growth especially 
to other rapid growth 
markets, according 
to Ernst & Young’s 
Rapid-growth Markets 
Forecast. 

FISHING FOR TALENT GETS EVER HARDER
Talent shortages are especially acute in Hong Kong, where 95% of respondents cited difficulties, 
according to the latest Robert Half Global Hiring Report. The survey includes responses from 1,100 FDs, 
CFOs and COOs in Hong Kong, Singapore, Canada, France, Germany, the UK and the US. 

WORRIED ABOUT LOSING TOP PERFORMERS

DIFFICULTY OF LANDING SKILLED FINANCIAL PROFESSIONALS

2010 2020
62%
Malaysian 
investors 
who feel 
they’ll be 
better off  
in two 
years’ 
time, 
according 
to the 
Manulife 
Investment 
Sentiment 
Index in 
Asia.

50%
Rise in 
the basic 
minimum 
wage in 
Malaysia 
so far this 
year.

69%
Amount 
by which 
China’s 
art market 
grew 
last year, 
to over 
US$1.6bn.

200+
Number 
of  Western 
banks 
operating 
in Hong 
Kong and 
Singapore.
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KEY:       Within emerging Asia        Outside emerging Asia

KEY:       

Somewhat 
challenging

Very 
challenging

KEY:       

Somewhat 
concerned

Very 
concerned

All countries

31% All countries 52%

 Hong Kong

40% Hong Kong 53% 

Singapore

50% Singapore 42%

54%

46%

52%

48%

56% 57%

33% 38%
49%
45%
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DIGITAL CONVERSATIONS AND THE C-SUITE
PwC’s 5th Annual Digital IQ Survey shows that strong executive leadership and collaboration are crucial to building 
lasting value from information technology. The results show that those companies with strong relationships between 
the CIO and other C-suite members are four times as likely as those with less collaborative teams to be top performers 
(respondents who said they are in the top quartile of margin growth, revenue growth and innovation).

A strong collaborator’s roadmap links business and IT efforts. The study asked if a single, 
multi-year roadmap for the overall business strategy existed in the firms surveyed?

Strong collaborators are more likely to be investing in emerging technologies in areas like mobile, social, cloud and 
big data. Which of these technologies are you currently investing in?

WHAT IS DIGITAL IQ?
Digital IQ is a measure 
of  how well companies 
understand the value of  
technology and weave it 
into the fabric of  their 
organisation.

COLLABORATORS
Strong collaborators 
think differently and 
act differently and were 
often found to achieve 
stronger results than 
other respondents in  
the survey.

Social media 
for internal 

comms

Social media 
for external 

comms

Public cloud 
infrastructure

Public cloud 
applications

Private  
cloud 

applications

Mobile 
technologies 

for employees

Mobile 
technologies 
for customers

Data mining 
and analysis

75% 19% 5%
Strong collaborators

59% 26% 16%
Other

KEY:
Americas
Europe
Asia Pacific

KEY:     Americas     Europe     Asia Pacific     Strong collaborators     Others

32% 26% 33% 37% 29% 31% 17% 16% 30% 24% 21% 37% 39% 32% 45% 54% 47% 56% 35% 25% 31% 37% 36% 43%

KEY:
Yes
No
Don’t know
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% 46

%

46
%

39
%

61
%

32
%

30
%

32
%

24
% 37

%

37
%

30
%

51
%

18
%

More than 1,100 senior executives were surveyed in the PwC study. 48% are based in the Americas, 30% in Europe, 
and 22% in Asia Pacific. Visit http://tinyurl.com/aw7pqpu for the full survey.
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BLANK CHEQUES ARISE
‘Blank cheque IPOs’, a high-risk, high-
return investment where companies 
raise money through stock exchange 
listings without any assets on their 
books, are emerging on Malaysia’s 
stock exchange. The fundraising 
vehicle, a special-purpose acquisition 
company, previously seen in the US, is 
relatively new to Asia. Two have listed 
on Bursa Malaysia so far, and three 
more are believed to be in the pipeline.

CHINA LAUNCHES SURVEYS
China’s Ministry of  Finance has 
launched surveys to monitor the 
progress of  tax reform pilots being 
trialled in 12 locations. The pilot to 
replace business tax with a value-
added duty was introduced in Shanghai 
last year to avoid double taxation, 
and was later expanded to other key 
regions, including Beijing, Tianjin, 
Shenzhen, and Guangdong. Surveys 
launched in early April, and continuing 
throughout this year, will monitor at 
least 10 enterprises in each of  the pilot 
industries. The aim is to roll out the 
reforms across the country by 2015.

IMF FLAGS UP MONEY TRAP
The International Monetary Fund (IMF) 
has warned of  a middle-income trap 
in emerging Asian economies. While 
enjoying better growth prospects than 
many other regions globally, Asian 
countries have been urged to improve 
government institutions and liberalise 
rigid labour and product markets in 
line with levels in developed countries. 
In its latest Regional Economic Outlook 
for Asia and the Pacific, the IMF 
describes the middle-income trap as 
‘a phenomenon whereby economies 
risk stagnation at middle-income levels 
and fail to graduate into the ranks of  
advanced economies’.

ASIA-PACIFIC VISITORS GROW
Visitor arrivals to the Asia-Pacific 
region should continue to grow at an 
average annual rate of  4.1%, reaching 
581 million by 2017. This forecast, by 
the Pacific Asia Travel Association and 
Hong Kong Polytechnic University, is 
designed to help tourism organisations 
anticipate demand trends and manage 
supply. It found that northeast Asia 
will maintain a dominant share of  the 

inbound market, reaching 53.52% by 
2017. China will continue to be the top 
inbound destination, peaking at 147.4 
million visitors in 2017, while Hong 
Kong will surpass the US to be the 
second-largest inbound destination in 
Asia Pacific in 2015.

DEPLETING RESOURCES
Asia Pacific is consuming materials 
three times faster than the rest of  the 
world, according to a UN Environment 
Programme report. It found that at the 
current rate of  exploitation, resource 
bases will not be sufficient to support 
the region’s fast-growing economies 
and changing lifestyles. Between 1970 
and 2008, consumption of  construction 
minerals in the region increased 
13.4 times, metal ores and industrial 
minerals consumption 8.6, fossil fuels 
5.4, and biomass 2.7 times. The report 
highlights the region’s material intensity 
– consumption of  materials per dollar 
of  GDP – as an area of  serious concern.

CHINESE HEALTHCARE BOOM
China is set to become a crucial player 
in the life science and healthcare 
industry, and within a decade be a 
global leader in drug discovery and 
innovation. A KPMG report into the 
sector forecasts rising M&A and joint 
venture activity, generated by an ageing 
population and growing middle class. 
Norbert Meyring, head of  KPMG Life 
Science in China and Asia Pacific, 
projects a 20% annual growth in 
Chinese drug spending through 2015. 
Increased awareness of  the need for 
quality healthcare is another key driver 
of  the industry boom.

NFP REPORTING CHALLENGES
The not-for-profit (NFP) sector faces 
significant challenges over the coming 
years, as it tries to deliver increasing 
social outcomes with fewer resources. 
In Australia, it also faces tougher 
reporting obligations. Regulatory 
changes from 1 July 2013 will raise the 
sector’s responsibility for transparency 
in annual and financial reports. PwC 
Australia’s Corporate Responsibility 
partner Mark Reading, presenting 
the sixth annual PwC Transparency 

CHINA AND US TO TACKLE CYBER SAFETY
The US and China have agreed to work together on cyber safety, it was 
reported after talks in Beijing. US Secretary of State John Kerry told reporters 
after the visit to China that the two counties would set up a working group, 
with a view to speeding up action to prevent hacking attacks. ‘The financial 
sector, banks, financial transactions, every aspect of nations in modern times 
are affected by the use of cyber networking,’ Kerry said. ‘Obviously all of us 
– every nation – has an interest in protecting its people, protecting its rights, 
and protecting its infrastructure.’ The visit and Kerry's comments come after a 
period where the US and China have traded accusations over cyber attacks on 
US government computer networks and private companies.

US secretary of state John Kerry has pledged  
to fight cyber crime in a joint effort with China

10 News round-up
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Awards, said: ‘The sector has told us 
there’s a need for constructive efforts 
to encourage improvement in the 
overall standard of  NFP reporting in 
Australia and we’re pleased to see the 
awards raising the bar.’

TPP TALKS BEAR FRUIT
Japan’s participation in the Trans-
Pacific Partnership (TPP) negotiations 
is expected to spur economic growth 
across the Asia-Pacific region. Japan 
is the 12th nation to join, taking TPP’s 
membership to represent nearly 40% 
of  the global economy, and one-third of  
world trade. The inclusion of  the world’s 
third-largest economy was ‘warmly 
welcomed’ by the trade ministers of  
Singapore and Australia, who described 
Japan as a valuable partner whose 
inclusion will help advance the shared 
goal of  regional economic integration.

GREEN CARS GATHER PACE
China will lead the world in the 
production of  electronic vehicles (EVs) 
by 2020, according to PwC. The firm’s 
research found that while Japan is 
viewed as the current leader, China is 
catching up, chasing a target to deploy 
five million EVs within the current 
decade. However, Thomas McGuckin, 
PwC Asia-Pacific auto leader, said 
sufficient support infrastructure, such 
as charging stations and battery swap 
locations, was needed to enable these 
vehicles to operate effectively.

CREDIBILITY STUMBLING BLOCK
Credibility continues to be a concern for 
entrepreneurs in China. When surveyed, 
more than 50% of  respondents cited 
lack of  business credibility and the 
monopoly of  state-owned enterprises 
in some key industries as major 
hindrances to sustained development 
of  the mainland’s private economy. 
The survey was conducted by the 
China Entrepreneur Survey System, a 
research body under the Development 
Research Centre of  the State Council. 
Nearly one-quarter of  the respondents 
were domestic private entrepreneurs, 
while operating SOEs, foreign-funded 
companies and collectively owned 
enterprises made up the rest.

CHINA EMBRACES COSMETICS
Cosmetics is the most profitable 
business to be in China right now – 10 
years ago, it was tobacco, according 
to a report in Beijing-based magazine 
China Entrepreneur. Personal care 
and hygiene comes next, followed by 
beverage. A decade ago, second place 
belonged to the banking industry. 

Pharmaceuticals, dietary supplements, 
telecoms and software also feature 
in the top 13 this year, usurping 
industries such as coal, oil and gas.

CHINA EXPECTS PROPERTY DIP
Various economic pressures are 
quelling the optimism of  Chinese 
property companies, despite recent 
strong sales growth. Industry 
professionals are bracing themselves 
for slower growth, declining 
profitability, lower liquidity and surging 
gearing, according to Deloitte. ‘Cost 
pressure was mounting for Chinese 
property companies in 2011 and there 

was a staggering increase in their 
finance expenses by about 44% as a 
result of  tightening monetary policy. 
The impact from high land premiums 
paid since 2009 will start to surface 
from 2012 onwards and will weigh 
heavily on profitability,’ said Richard 
Ho, national real estate industry leader, 
Deloitte China.

SURVEY SHOWS HOTEL HOARDERS
When it comes to souveniring hotel 
amenities, travellers from Hong Kong 
are Asia’s most honest. A global survey 
by Hotels.com showed that guests 
from Denmark are the least likely to 
help themselves to items, including 
magazines and books, linen and towels, 
followed by those from The Netherlands 
and Norway. Hong Kongers came fourth, 
tying with Brazilians and Canadians. 
Chinese guests, well down the list, 
equalled with Americans in 23rd place. 
A majority of  hotel guests (65%) 
claimed to have never taken anything 
from a hotel room, except toiletries.

FINANCIAL CRIME WATCH  
Singapore’s deputy prime 
minister and finance minister has 
defended the city state’s stand 
against financial crime. Tharman 
Shanmugaratnam said that under 
Singapore's anti-money laundering 
regime, financial institutions are 
required to be vigilant against 
suspected illicit monies. They  
have to know their customers,  
and report any suspicious 
transactions. Singapore also  
stands ready to assist foreign 
authorities investigate possible 
criminal activity, including 
the exchange of bank account 
information, he said. ‘Through our 
bilateral tax agreements, we also 
exchange information actively with 
Malaysia and Indonesia for tax 
investigations.’ But Tharman did 
go on to say: ‘It is generally not 
the international practice among 
authorities to reveal the number of 
legal assistance and information 
requests from specific countries.’
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Report any suspicious transactions, 
says Singapore’s finance minister 
Tharman Shanmugaratnam

Analysis
SPIRIT OF ENTERPRISE
According to Maria Pinelli, Ernst & Young’s global vice chair of  strategic 
growth markets, the key to nurturing entrepreneurs is instilling a  
‘think globally, act locally’ philosophy – especially in emerging markets



M
abal Tan is not one to dwell 
on things she’s not in a 
position to change. She 
believes that life is a series 

of choices, and if you set your mind 
on something you should pursue 
it wholeheartedly. For the general 
manager of Shell Business Service 
Centre (SBSC) in Kuala Lumpur, it 
isn’t the cards you’ve been dealt that 
matter so much as how you play them.

It’s advice she often shares with 
others. In her 27 years with Shell, she 
has held a variety of  leadership roles 
that have let her share her experiences 
with many young Malaysians. ‘I try and 
do my best to make a difference not 
just at work but also at home and in 
the community,’ she says.

Almost 40 years ago she made 
a decision that set her on a path 
towards further education which ended 
up shaping many of  her attitudes, 
giving her confidence and ultimately 
changing her life. The life-changing 
moment happened when she was 
17 years old and, as a result of  the 
quota system in education, unable 
to secure a place in one of  the local 
high schools. 

‘This was the mid-1970s when there 
were few high schools offering HSC 
– the equivalent of  STPM or A-levels 
– and private colleges and twinning 
programmes were practically non-
existent,’ she explains.

Most girls would have settled for a 
nursing or a secretarial course, but 
Tan, who was the youngest of  three 
children, was determined to obtain a 
degree and achieve greater things. 

‘So I wrote to various embassies to 
enquire about further education and 
eventually secured a place to study in 

the UK.’ She completed her A-levels  
in the UK and then went on to Teesside 
University, emerging with a computer 
science degree. She also gained  
work experience at a multinational 
bank in the UK during her course and 
after graduation. 

Looking back at that period in 
her life, Tan says it required great 
determination on her part to leave 
home at 17 to pursue her dreams. The 
journey was tough, she acknowledges, 
but the experience had its rewards. 

‘I learnt to take full responsibility 
for the choices I made, and I gained 
more than a degree. I learnt valuable 
life skills such as speaking up for what 
I believe in and the experience shaped 
my attitude to life,’ she says. 

Very much an introvert at the time, 
Tan adds that the experience taught 
her to build relationships and to learn 
to collaborate with others. ‘I wouldn’t 
be where I am today if  it wasn’t for 
that decision,’ says the 56-year-old. 

Career highlights
On returning to Malaysia in 1983, she 
worked in the motor trading industry 
before joining Shell in 1986 as an IT 
analyst. Five years later she moved 
out of  IT to take on a treasury role 
responsible for the accounts payable, 
payroll and banking activities in Shell 
Malaysia’s downstream business. 

Although it was her first non-IT role, 
Tan adapted quickly as she had been 
supporting the application systems for 
these activities. In addition, the one-
year foundation course in accounting 
she had taken before embarking on her 
degree course came in handy. 

‘The highlight of  the role was 
to re-engineer the activities in the 

WHAT YOU MAKE IT
Life isn’t about the cards you’re dealt, says Shell’s Mabal Tan, but how you play them, and 
she should know, having pursued her own dreams with steely determination 

The basics
SHELL
More than 10,000 professionals 
provide services to the Shell group 
of companies via Shell’s network of 
business service centres operating 
out of six cities across the world. 

Services provided by the Shell 
business service centre in Kuala 
Lumpur include IT, finance and 
accounting, HR, contracting and 
procurement, customer service, 
and order to delivery. The centre, 
managed by Tan, has more than 
2,000 staff  and vendors from 17 
different nationalities. 

department to simplify processes 
and speed up the turnaround time for 
cheque processing,’ she says, adding 
that the experience also honed her 
people and change management skills. 

Starting in 1993, she spent two 
years in a general management 
role, providing support services to 
the engineering department in the 

12 Interview



13



upstream business in Miri, Sarawak. 
‘I was tasked with a bigger change 
management role in a very different 
environment,’ she explains. 

For one, she was the only female 
leader in the engineering leadership 
team. ‘I had to change my style in 
influencing my male colleagues and 
leverage my strengths in people 
management and team building to 
achieve the change,’ she says, adding 
that the role also sparked her passion 
for coaching and mentoring. 

Going global
In 1998, IT in Shell moved to a global 
reporting structure and Tan, as the 
local IT lead, was very much involved 
in the global transformation. Her 
main achievement at the time was to 
build a case for Kuala Lumpur to be a 
global delivery centre and to transfer 

place the ingredients – from upholding 
the reputation of  the organisation to 
creating a conducive work environment 
and effective human resource policies 
– that will shape the behaviour of  
employees and prospective employees.

Changing perceptions
Tan concedes the task is not without 
challenges. Not many young graduates 
in IT, finance or human resources 
are attracted to a career in business 
services, she admits. ‘Getting the talent 
to work in what is perceived to be a 
back-office setup is a challenge. In most 
cases, they are not even aware of  what 
business services is about,’ she says. 

To counter this, within SBSC, various 
branding initiatives are undertaken 
to change the perception of  business 
services in Malaysia. For one, she says, 
using the term ‘business services’ 

some of  the SAP support work from 
Europe to the city. In 2000, she had 
the job of  recruiting more than 300 
IT personnel to Shell and developing 
the Kuala Lumpur hub for Shell’s IT 
infrastructure delivery. 

She took up her current position in 
2008. It’s a role, she says, that uses 
her previous experiences in leading 
change. ‘As the GM, I am responsible 
for the various support services for 
the centre. This includes HR support, 
recruitment, learning and development, 
facilities, health and safety, security 
management, IT infrastructure, 
finance, and general affairs.’ 

The role, she adds, gave her the 
opportunity to shape the entire work 
environment of  people, workplace and 
culture to influence the employee value 
proposition and make it attractive to 
work in SBSC. In essence, she puts in 

‘GETTING THE TALENT TO WORK IN WHAT IS SEEN 
AS A BACK-OFFICE SETUP IS A CHALLENGE. IN MOST CASES, 
THEY ARE NOT EVEN AWARE OF WHAT BUSINESS SERVICES IS’
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rather than ‘shared services’ gives a 
truer reflection of  how such services 
have evolved over the years, pointing 
out that the IT, finance, contracting and 
procurement and HR roles have been 
moved out of  the various operating 
units to the business service centres 
so that these centres are now the 
backbone of  Shell.

‘We don’t just handle transactional 
activities but work that is important 
to the organisation. In IT, for example, 
most of  the operational activities 
are outsourced but we manage the 
overall infrastructure in terms of  
the technology to adopt, and the 
improvements to be made to systems 
to improve the processes and quality 
of  data. These are activities that add 
value to the business.

‘A career in SBSC is a great 
opportunity to work in a global 

The CV
Mabal Tan has a degree in computer 
science from Teesside University 
and began her career at a financial 
institution in the UK where she 
worked on an IT project. 

After returning to Malaysia 
in 1983, she worked with a 
motor trading company as an IT 
programmer and subsequently 
as an analyst responsible for the 
company’s accounting systems. 

She joined Shell in 1986 as 
an IT analyst, and has, over the 
years, moved to various project 
and support roles in IT, finance, 
upstream and human resources. 

In 2008 she was appointed general 
manager and executive director of  
the Shell business service centre in 
Kuala Lumpur. She is also a member 
of  the country coordination team in 
Shell Malaysia. 

community in a multinational 
corporation. In Kuala Lumpur we 
deliver a range of  business services 
and provide our employees a platform 
to hone their skills.’

The best and the brightest, she 
says, are given opportunities to move 
into different roles locally or abroad in 
SBSC and the mainstream business. 

Attention is also paid to training and 
development, she says, adding that 
employees are encouraged to take up 
professional qualifications such as the 
ACCA Qualification, with the company 
reimbursing a significant percentage of  
the fees on completion of  the course. 

Teamwork
As well as individual development, 
Shell places a lot of  emphasis on 
learning from others and teamwork. 
‘We help others in our team but we are 
also prepared to challenge each other. 
This applies both at work and play.’ 

Besides working in their usual 
teams, staff  are encouraged to 
participate in networks of  common 
interests such as toastmasters, 
women’s networks, diversity networks, 
and sports and recreation activities. 
‘We are proud of  our commercial-
grade gym with facilities for yoga, 
dance, music and pool. Our latest 
facilities addition is a computer games 
room and an outdoor barbeque-cum-
entertainment area on the rooftop.’

She hopes that SBSC will continue 
to grow to be a vibrant, world-class 
professional business service centre for 
an even wider range of  services and to 
do Shell and the country proud. 

As for Tan, the years have not 
diminished her love for the job, helped 
by the philosophy and culture within 
the organisation, which is embracing 
diversity. It’s not uncommon to find her 

still attending to her tasks sometimes 
in the early hours of  the morning. 

What of  work-life balance, then? 
‘Work-life balance is what you make of  
it. I do my part in building my family,’ 
says the mother or two, adding ‘but I 
also want to have a fulfilling career. 

‘Whatsapp, Facetime, Skype and 
emails are tools that I rely on to stay 
connected with family and friends. 
My two teenage daughters are my 
friends in Facebook and thanks to 
smartphones and the internet I am 
often in touch with them even when I 
am travelling. 

‘My weekends are reserved for family 
and church, where I do my part to help 
out. I’d like to retire one day and say 
that I’ve done my best, I’ve made a 
difference and I have no regrets.’

Sreerema Banoo, journalist

ACCA-
Shell Club
Launched on 23 April 2013, the 
ACCA-Shell Club is the first of 
its kind in the world. It was set 
up for ACCA students, affiliates 
and members working at Shell 
in Malaysia, where like-minded 
professionals can exchange 
experiences and ideas. It is also a 
platform where ACCA members can 
guide and motivate students in their 
ACCA exams, or even become a 
workplace mentor to new affiliates.

The club will organise a series of  
activities for its members throughout 
the year including customised talks 
and discussion sessions, which non-
members can attend. For more, see 
page 64.
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MALAYSIAN MIGHT
The Malaysian capital market achieved a record performance in 2012, 
surpassing expectations. Can it look forward to more IPO blockbusters in 2013?

M
alaysia performed 
remarkably on the capital 
market front last year. On 
the whole, the third-largest 

economy in South East Asia again 

emerged as the world’s biggest sukuk 
market. It also ranked fifth globally 
as an initial public offerings (IPO) 
destination and the fourth most active 
in Asia for corporate bond issuances.

The Malaysian capital market 
registered a record performance in 
2012 with the overall size reaching 
RM2.5 trillion, a 16.4% increase from 
RM2.1 trillion in 2011. All market 
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segments saw double-digit growth 
between 14.1% and 22.6%, according 
to statistics released by the Securities 
Commission Malaysia (SC). 

Not bad for a small nation at a 
time when the world was gripped by 
economic challenges in the United 
States and Europe. 

However, it was not all that 
surprising either. Malaysia has kept 
a keen eye on its capital market ever 
since the financial crisis of  the late 
1990s. The significant growth of  
Malaysia’s bond market, and now the 
rapid expansion of  its sukuk market, 
speaks volumes about the efforts that 
have been underway in Malaysia.

‘At this moment, we can say that 
sukuk is still on the right track and 

doing well with its growth rate since 
last year,’ says Norashikin Mohd 
Kassim, general manager of  treasury 
at Bank Islam Malaysia. So will the 
other numbers hold? 

First, a look at what transpired last 
year. On the bond and sukuk markets, 
the scene was sizzling. Both segments 
of  the market exceeded the RM1 
trillion mark for the first time. 

The equity landscape was equally 
busy. It was also a record year for 
IPOs, with issuers raising a total of  
RM22.1bn, increasing the equity 
market capitalisation by 14.1% to 
RM1.5 trillion.

Malaysia emerged as home to some 
major IPOs measured on a global level. 
Take the IPO of  Felda Global Ventures 
Holdings (FGVH) – when it went to the 
market in June 2012, its IPO was the 
second largest after Facebook. Quite 
a feat for a Malaysian entity. FGVH, 
the second-largest palm oil plantation 
company in terms of  planted area and 
the largest sugar refiner in Malaysia, 
raised RM9.9bn. A month later, IHH 
Healthcare, Asia’s biggest hospital 

operator, raised RM6.3bn in the world’s 
third-largest IPO for 2012 at that 
juncture. However, it must be noted 
that these IPOs are government-driven 
as these entities are government-linked 
companies (GLCs).

Fund management
The fund management industry also 
saw impressive growth. Assets under 
management (AUM) hit RM505.1bn, up 
19.2% from the year before, according 
to SC statistics. Net asset value (NAV) 
of  the unit trust industry increased to 
RM294.9bn, with NAV as a percentage 
of  market capitalisation at 20.1%. 
Islamic assets under management 
accounted for approximately 16% of  
the industry total AUM or RM79.6 bn.

Sukuk, or Islamic bonds which are 
sharia-compliant, continued to be one 
of  Malaysia’s solid fronts. Its Islamic 
capital market increased by 22.6% to 
RM1.4 trillion in 2012, according to the 
SC. Malaysia maintained its position 
as the leading sukuk market, capturing 
76.9% of  global sukuk issuances and 
69.2% of  global sukuk outstanding. 

‘The Islamic capital market also 
enjoyed greater internationalisation 
through wider participation of  foreign 
sukuk issuers from Singapore, UAE, 
Bahrain and Kazakhstan,’ says the 
regulator commenting on the statistics.

Will growth continue?
In a nutshell, the primary role of  the 
capital market is to create value for the 
capital for society. With an economy 
that is still pushing ahead with no 
visible signs of  economic chaos, 
there is little reason for Malaysia’s 
capital market not to continue to grow. 
However, the speed at which it will 
develop will certainly be affected by 
events both locally and globally, given 
that Malaysia is an open economy. 

‘On the whole, the capital market 
growth [is expected] to taper off  
marginally this year, as it may not 
have IPO blockbusters of  the likes of  
Felda and IHH,’ says a research head 
of  a local investment bank. Indeed, 
in 2012, Malaysia defied a global IPO 
slump. The country’s largest pay-TV 
broadcaster Astro Malaysia Holding 
was another contributor to the feat. 
Controlled by tycoon Ananda Krishnan, 
Astro raised RM4.6bn in its relisting.

Beating the 2012 IPO numbers will 
certainly be an uphill task. Those were 
the highest numbers since 2010 when 
companies raised RM19.8bn, with 
a big push coming from the listing 
of  Petronas Chemical Group. The 
subsidiary of  national oil company 
Petronas Nasional (Petronas) had raised 
RM12.8bn in November 2010, making it 
the largest in South East Asia. In 2011, 
the capital raised stood at RM6.8bn.

‘Moving forward, earnings growth 
looks limited and this may impede 
further upturn in the equity market,’ 
says Pong Teng Siew who heads up 
research at Inter-Pacific Securities Sdn. 
‘Valuations at the current levels have 
somewhat reached their peaks.’

In a report released in mid-February, 
HwangDBS Vickers Research had 
identified some 30 companies that 
may seek listing on Bursa Malaysia 
this year. Among them were Malakoff  
Corp, Iskandar Waterfront Holdings, 
1Malaysia Development and AirAsia X.

Another development in the IPO 
scene is the slow but steady build up 
in the special purpose acquisition 
company (SPAC) segment. In March, 
SONA Petroleum became the fifth SPAC 
to come on board the local bourse. It 
follows Cliq Energy, TerraGali Resources, 
Australaysia Resources and Minerals. 
In Asia, South Korea is the only other 
established market for SPACs.

On the heels of  a 5.6% gross 
development product expansion last 
year and supported by accommodative 
monetary conditions, strong domestic 
demand and increased government 
spending on infrastructure projects, 
the Malaysian economy is anticipated 

WITH AN ECONOMY STILL PUSHING AHEAD, 
THERE IS LITTLE REASON FOR MALAYSIA’S 
CAPITAL MARKET NOT TO CONTINUE TO GROW
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to expand 5.3% this year, according 
to Rating Agency Malaysia (RAM), the 
nation’s first rating agency. This would 
likely not hinder IPOs.

The bond market remained buoyant 
throughout 2012 with RM100bn worth 
of  issues compared to RM70bn in 
2011. The total amount of  outstanding 
bonds in 2012 was RM980bn 
compared to RM841bn in 2011. 

‘The corporate bond market is 
expected to remain on a growth 
trajectory this year,’ says Prasenjit K 
Basu, the regional head of  Maybank 
Kim Eng Group.

Malaysian Rating Corp (MARC), 
the nation’s second local fixed-
income rating agency, in its 2013 
Bond Market Outlook released in 
mid-February, says it expected gross 
corporate bond issuance to come in 
at RM75 to RM90bn for 2013 with the 
implementation of  projects under the 
Economic Transformation Programme 
(ETP) as the major catalyst. (See page 
20 for more.)

It also estimated corporate bond 
maturity in 2013 to be approximately 
RM32.5bn. Given its gross issuance 

Malaysia is a sukuk leader. In a report released in March, Standard & Poor’s 
Rating Services (S&P) notes that the Malaysian ringgit (MYR) has confirmed 
its status as a currency of choice for sukuk issuance by non-Malaysian 
entities. ‘We believe the strength of the Malaysian model for Islamic finance 
is an alluring proposition for issuers and investors alike, especially in the 
GCC [Gulf Cooperation Council], further strengthening Asia as a primary force 
in this segment,’ it says.

In 2013, S&P estimates that new sukuk issuance globally could surpass 
US$100bn (RM311bn) again, with MYR remaining as the currency of  choice for 
non-Malaysian entities. ‘Jumbo issuance may pick up further, mainly on the 
back of  huge infrastructure projects from sovereigns,’ S&P says.

Around US$22bn of  sales will come from Malaysia in 2013, according to 
HSBC Amanah Malaysia. ‘In Malaysia, the deal flow so far has been 
promising… There are quite a lot of  large deals in the market, which are for 
infrastructure funding and refinancing,’ HSBC Amanah Malaysia CEO Rafe 
Haneef  told Bloomberg recently.

As ever, the situation in the US and European Union is still of  concern to the 
sukuk watchers. Norashikin Mohd Kassim, general manager of  treasury at 
Bank Islam Malaysia, says that global development can impact on the sukuk in 
Malaysia. Aside from the US and the EU crisis, Asian points of  interest include 
what’s happening in Japan and China, for example.

‘We are on the lookout to see if  global development will have any reverse 
impact on the sukuk in Malaysia,’ she says.

   *MALAYSIA REMAINS A SUKUK HUB

level of  RM75-90bn, net issuance 
will be in the range of  RM43-58bn, it 
adds. ‘That kind of  issuance size can 
be comfortably absorbed by domestic 
funds alone,’ it says in its report.

One challenge for the bond market 
is the potential subsidy rationalisation 
that may a result in a spike in inflation. 
‘There may be a policy rate hike in the 
latter part of  the year. This may affect 
the bond market,’ says Basu.

In its note, MARC shares the 
concern. It states: ‘The challenge 
going forward is for the government 
to resume its subsidy rationalisation 
programme and introduce a new model 
to enhance its revenue base in the form 
of  GST [Goods and Services Tax]. This, 
in our view, is crucial as international 
rating agencies have clearly indicated 
that any credit rating movement going 
forward hinges on these reforms.’

Continued development
The good news on the bond market 
front is its continuous development. 
In January 2006, SC issued guidelines 
on the registration of  bond pricing 
agencies (BPAs). The objective of  

BPAs is to provide daily independent 
and objective fair value for all ringgit-
denominated bonds, and to facilitate 
daily mark-to-market valuation of  
bond portfolios. This was followed 
by the establishment in April 2006 
of  Bondweb Malaysia, now known as 
Bond Pricing Agency Malaysia (BPAM), 
Malaysia’s first BPA to deliver pricing 
and information services exclusively on 
the Ringgit bond market. 

‘It is a private sector-led initiative 
developed with the support of  key 
bond market players to complement 
the government’s objective of  building 
a more sophisticated and liquid bond 
market,’ according to information 
on the Bond Info Hub under Bank 
Negara Malaysia, the country’s central 
bank. Currently, BPAM provides daily 
evaluated pricing for nearly 2,000 
bonds in the domestic market and is 
used by issuers, traders and investors.

In the latest development, RAM 
Ratings and BPAM announced that they 
had officially joined forces to deliver 
RAM’s credit rating rationales via 
BPAM’s virtual shop, E-BPAM.

‘These reports complement E-BPAM’s 
extensive range of  data. We hope to 
make E-BPAM the premier source of  
online bond-market data. The growth of  
the retail bond market signifies more 
potential for us in the future,’ says 
BPAM CEO Meor Amri Meor Ayob.

With such vibrant numbers coming 
from bond and sukuk issuance, the 
capital market looks set to have 
another good run this year. The 
securities regulator in Malaysia has 
also been sprucing up systems and 
frameworks for the market players.

The result of  the IMF/World Bank 
inspection under the Financial Sector 
Assessment Programme is one such 
example. SC had fully implemented 
34 out of  37 capital market-related 
principles assessed.

‘This achievement is the highest 
among countries that recently 
underwent the assessment,’ SC 
executive chairman Datuk Ranjit Ajit 
Singh told reporters. It helps that the 
players are operating on solid ground.

Rehmaat Mansoor, journalist
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O
bservers have concluded 
that while the national key 
economic area (NKEA) of 
financial services under 

Malaysia’s Economic Transformation 
Programme (ETP) is progressing well, 
more efforts and resources must be 
focused on further diversification and 
strengthening of the capital markets. 

Championed by the ministry of  
finance, the financial services NKEA 
targets the industry to contribute 
RM180bn (US$60bn) to the country’s 
total gross national income and create 
275,400 new jobs by 2020. 

RAM Holdings group chief  economist 
Dr Yeah Kim Leng says that a thriving 
venture capital and private equity 
industry is needed to accelerate 
the growth of  innovation-led and 
technology-driven industries across all 
12 NKEAs.

In its 2012 annual report of  the ETP, 
released in March, the performance 
management and delivery unit 
(Pemandu) says that the ‘financial 
services sector took significant strides 
forward in 2012’. 

The report highlights the fact that 
the Malaysian sukuk (Islamic bonds) 
and bond markets have now emerged 
as the third largest in Asia. In the 
equity market, Bursa Malaysia became 
the third largest IPO destination in the 
world in 2012 with the listings of  Felda 
Global Ventures Holdings (FGVH) and 
IHH Healthcare. 

Yeah says that, in the second year 
of  its implementation, the financial 
services NKEA is broadly on track. 
This is notably so in banking services, 
with Malaysia now ranked number 1 
out of  185 economies in the provision 
of  credit in the World Bank’s Doing 

Business 2013 survey, which was 
released last year. 

According to the survey – which 
goes on criteria such as the ease of  
starting a business, obtaining licensing 
approvals, the efficiency of  tax 
administration and the ease of  cross-
border trading – Malaysia is also the 
12th most competitive economy in the 
world for doing business. 

What’s more, Malaysia has emerged 
as the international hub for Islamic 
finance, with sukuk issuances in the 
local market accounting for over 60% 
of  total global sukuk issuances. KPMG 
managing partner Mohamed Raslan 
Abdul Rahman says that Malaysia 
is now recognised as the centre for 
Islamic finance in South East Asia; 
more than 30 new banking franchises 
have been created, including locally 
incorporated foreign banks, investment 
banks, Islamic banks and international 
Islamic banks. 

He says Malaysia’s Islamic finance 
industry was valued at RM439bn 

(US$148bn) at the end of  2012 while 
sukuk issuance in Malaysia amounted 
to almost RM220bn (US$74bn) 
in the first eight months of  2012 
against RM121bn (US$41bn) in the 
corresponding period of  2012.

The middle-income trap
These achievements aside, Yeah says 
it is important to look at how the 
financial sector can drive growth if  
Malaysia is to escape from the middle-
income trap. ‘We need to look at the 
role of  the banking sector in providing 
appropriate funding to drive growth 
and the types of  financing required at 
our current stage of  development,’ he 
explains, adding that for Malaysia to 
become a high-income nation, growth 
has to come from the private sector. 
‘And for private sector-led growth to 
be more robust it has to have more 
entrepreneurship and innovation-led 
ventures, which are better suited 
by private equity and venture capital-
type funding.’ 

FINANCE STEPS UP
The financial services sector is the lynchpin for Malaysia’s grand plan to be a high-income 
nation by 2020. While making good progress, more needs to be done to accelerate growth

The financial services national key economic area has put in place 10 
entry-point projects (EPPs) targeted at strengthening Malaysia’s financial 
institutions and creating deeper and more vibrant financial markets. The 
projects are concerned with:

1 Revitalising Malaysia’s equity markets.
2 Deepening and broadening bond markets.
3 Transforming development financial institutions (DFIs).
4 Creating an integrated payment ecosystem.
5 Insuring, most, if  not all, the population.
6 Accelerating the growth of  the private pension industry.
7 Spurring the growth of  the nascent wealth management industry.
8 Accelerating and sustaining a significant asset management industry.
9 Nurturing regional banking champions.
10 Making Malaysia the indisputable global hub for Islamic finance.

  *THE 10 TRANSFORMERS
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All systems go: Malaysia is the world’s biggest issuing market for Islamic bonds

Yeah says this is one area that 
is relatively underdeveloped at the 
moment, and Malaysia needs more of  
it in order to support entrepreneurship 
and innovation-led ventures. ‘Banks 
are more suited for companies that are 
more mature and have the assets and 
collateral to back the financing, so this 
is a missing segment. 

‘Besides angel investors, we need 
to encourage the development of  
such private equity and venture 
capital financing, because beyond 
financing they also help the startups 
to actually transform and add value 
to their businesses. Through a more 
incentivised management these 
businesses are able to undertake 
operational and financial re-engineering 
to make that leap to a listed company 
or large-scale enterprise.’ 

Pointing out that more than half  
of  the financing for entrepreneurial 
ventures currently stems from the 
government, Yeah says that more 
efforts need to be made to encourage 
the involvement of  private domestic 
or foreign funds or firms. ‘It is these 
kinds of  companies that will provide 
the missing link for our entrepreneurs 
and startups.’

In order for the financial services 
NKEA to play a truly transformative 

role, the sector also needs to act 
as a catalyst in the economy’s 
transformation. ‘We need to see 
our financial sector being not just a 
provider of  financial services to enable 
the transformation of  the economy but 
also to see if  it can play a catalytic role 
in transformation,’ says Yeah. ‘That 
transformation can be, for instance, 
in developing a regional footprint and 
global players, and second, in entering 
new areas of  financing to support the 
transformation process.’

The talent tap
Mohamed Raslan adds that while 
there is great potential for Malaysia to 
achieve high-income economy status, 
much still needs to be done to unlock 
the country’s full potential, particularly 
in the area of  human capital.

He explains: ‘The Islamic finance 
industry in Malaysia continues to 
expand by leaps and bounds. However, 
there is a vacuum of  Islamic finance 
talent that needs to be addressed 
urgently.’ He adds that to date the 

central bank has set up and endorsed 
two institutions – the International 
Centre for Education in Islamic Finance 
(INCEIF) and the Islamic Banking and 
Finance Institute Malaysia (IBFIM). 

Research for Social Advancement 
(REFSA), a not-for-profit research 
institute, in its critique of  the ETP 
also highlighted the importance of  
human capital. According to REFSA: ‘If  
Pemandu and the ETP were truly about 
transforming our nation for the better, 
there must be far more emphasis on 
improving education, skills and the 
social and business environment.’

Mohamed Raslan believes the 
optimal approach for the accounting 
sector to manage the issue of  human 
capital would be to put in place an 
effective mix of  strategies geared 
towards developing accounting practice 
in synergy with the attributes of  the 
younger generation. 

He says: ‘To counter the low levels 
of  financial literacy, curriculums and 
training modules need to incorporate 
IT-savvy tools to stay relevant while 

‘FOR PRIVATE SECTOR-LED GROWTH TO BE MORE 
ROBUST IT NEEDS MORE ENTREPRENEURSHIP 
AND INNOVATION-LED VENTURES’
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On firm ground: Bursa Malaysia’s ability to attract large listings such as FGVH and IHH 
shows it can create internationally competitive corporate giants

e-learning in particular may play an 
important role in building the scale 
that is required in order to meet the 
talent needs. 

‘Tapping into our multi-ethnic, 
multicultural and multilingual society 
advantage, establishing Malaysia as 
an accounting centre of  excellence 
or accounting hub would address 
the competition from other regional 
financial centres such as Singapore, 
Hong Kong and to a certain extent 
Indonesia by focusing on the ability of  
Malaysians to speak a second language 
– English, Bahasa Malaysia, Mandarin 
or an Asian language.’

More still to do
In the ETP annual report, a milestone 
highlighted was the large listings 
that the local stock market attracted. 
The listings of  FGVH and IHH raised 
RM9.9bn (US$3.3bn) and RM6.3bn 
(US$2.1bn) in capital respectively, 
according to the report. 

Yeah feels that while the large 
listings show the country is able to 
create giants that can compete in 
the global arena, there also needs 
to be a flow of  companies being 
listed. He adds: ‘It is this flow that 
reflects sustainable growth of  the 
economy, and it has to be sustained 
across diversified sectors to see 
balanced growth.’ 

Meanwhile those familiar with 
the wealth management industry 
say the ETP has not effected any 
discernible changes to grow the 
sector. Life insurance agent Debra 
Tang concedes that more competitive 
products are needed. 

‘People should have more 
competitive and innovative products to 
choose from rather than the same old 
instruments disguised under different 
names. Research and surveys should 
be done among the target market to 
understand what people really want the 
product to do for them rather than a 
quick-fix solution that does not handle 
issues like inflation and the changing 
needs of  people as they go through the 
different phases of  their lives.’

Sreerema Banoo, journalist

The Economic Transformation Programme (ETP) envisages the accounting 
profession playing a role in building a credible and competitive financial 
services industry. KPMG managing partner Mohamed Raslan Abdul Rahman 
says enhancing compliance and mitigating risk within the financial services 
industry will provide the impetus for growth within the industry.

He points out that integrity, quality and independence are building blocks 
of  an accountant’s approach, which goes beyond just assessing financial 
information. ‘It enables the accounting professionals to consider the unique 
elements of  the financial services industry – the culture, competitive 
pressures and inherent risks,’ he says.

The implementation of  integrated reporting, for instance, will provide 
investors with the information they need to make better judgements on 
businesses’ ability to generate returns over the long term. 

Mohamed Raslan adds: ‘The concept of  building narrative reporting around 
an organisation’s business model, and the resulting focus on how the business 
had been developed, would be particularly attractive to management teams 
and it provides an opportunity to re-align corporate reporting with investor 
decision-making. It is an opportunity to shift the reporting focus from short-
term financial performance to long-term value creation.’

    *PROFESSION’S VITAL ROLE
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A
part from the likes of Asian-
American fashion darlings 
such as Alexander Wang and 
Phillip Lim, few Asian fashion 

houses have made it to the big league 
around the globe. But a recent slew of 
online retail startups are zoning in on 
Asian designers to attract the niche 
customer. With Europe and the US still 
in economic recovery, it’s little wonder 
that such online entreprenuers are 
attempting to lure Asian consumers 
with Asian products.

‘In the past five years, the standard 
of  Asian-designed and Asian-produced 
fashion has grown exponentially and a 
lot of  these brands can hold their own 
against their Western counterparts,’ 
says Corinne Ng, founder of  www.
shopthemag.com, who claims that her 
website was the first to offer Asian-
produced fashion when it launched 
in 2011. 

‘People in Asia are recognising this 
and are beginning to consume these 
brands, so demand is coming from 
the domestic market and neighbouring 
markets,’ she notes. ‘In short, Asia is 
supporting Asian fashion.’ 

‘Asians have a strong identity when 
it comes to fashion,’ says Kate Tan, 
founder of  www.eriin.com. ‘Japan 
matured a lot faster than the rest, 
and now it’s time for the others to 
grow, especially China. In Beijing 
and Shanghai alone, there is now 

CLICKING 
ON ASIA
Emerging online entrepreneurs are 
revolutionising the way fashion retailers 
are doing business in Asia
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Here are the top-three online 
retailers of Asian labels and how 
they attempt to stand out from 
the competition:

www.shopthemag.com
Established: March 2011.
Unique selling point: 
Focuses on more 
established brands with 
a high-fashion edge, and 
is the exclusive Asian 
online retailer for labels 

such as Koonhor from Singapore, 
Manish Arora from India, Khoon 
Hooi from Malaysia, and Flynow 
and Disaya from Thailand. 
Branding strategies: Founder 
Corinne Ng has over 13 years’ 
experience in fashion publishing; 
the website boasts an slick online 
magazine and blog.

www.asiafashioninc.com
Established: December 
2011.
Unique selling point: 
Offers a personal 
shopper service and 
other personalised 

touches; the company’s CEO 
Timothy Chen has even made a 
delivery at midnight to a customer 
who was travelling the next day. 
Features a wide range of  styles, 
from workwear to trendy threads.
Branding strategies: The site has 
the highest Google search ranking 
among its competitors. It also 
features on online magazine with 
fashion spreads.

www.eriin.com
Established: January 2012.
Unique selling point: A 
youthful-looking aesthetic and 
styling, and astute selection. 
Branding strategies: 

Multimedia elements, pop-up 
exhibitions and events and fashion 
shows. It will be branching out into 
branding and business consulting.

 *FASHION FOCUS

an exponential increase of  small 
boutiques stocking local Chinese 
designers. We definitely wouldn’t 
call this a passing trend – more of  
a growing community that will gain 
traction in the years to come.’ 

Sound strategy
Today, other sites such as Asia Fashion 
Inc, Gnossem.com and Le Shop des 
Créateurs are also jumping on the 
Asian fashion bandwagon, leaving the 
high-end, international designer labels 
to bigger players like www.net-a-porter.
com. And their strategy appears to be 
sound, as consumers across different 
segments in the region seem to be 
embracing the online shopping mania.

‘Asians have become increasingly 
affluent and the increased usage of  
the internet has led to an increase in 
online shopping,’ says Eugene Ho, 
regional leader in consumer business 
at Deloitte Southeast Asia. ‘Consumers 
are more open in seeking new and 
trendy designs from markets like 
Japan, Korea and Taiwan and online 
shopping provides them with access to 
the latest fashionwear which may not 
be available in retail outlets.’

According to Ho, the barrier of  
entry to setting up an online shop 
is substantially lower than with a 
‘bricks-and-mortar’ retail outlet. In 
fact, it provides a lower-risk option 
to test new products and markets. 
And as Asian brands are usually 
less recognised by an international 
audience, the online platform allows 
these labels to reach out to a regional – 
if  not global – customer base. Asia 
Fashion Inc, for example, incorporated 
a magazine and blog into its site, 
while www.shopthemag.com profiles 
fashion industry insiders in the region 
through its BAD (Backing Asian 
Designers) campaign. 

However, Timothy Chen, 
founder of  Asia Fashion 
Inc, is not relying solely 
on an internet presence 
to reach out to customers. 
The company also creates 
pop-up store events to 
allow shoppers to touch 
and try on their products. 

‘We try to do a pop-up event every 
two months to create awareness, and 
these stores are highly effective in 
terms of  sales, as they allow our fan 
base to actually see our entire selection 
in the flesh,’ says Chen, who admits 
that he would love to one day establish 
a traditional retail store. 

‘Pop-up events allow us to receive 
feedback, which is essential 
as we really listen to 
what shoppers want to 
see, rather than impose 
certain styles and trends 
onto the customer. If  they 
want to see more flats, for 
example, we will source for 
more flats.’

While there may appear to be lower 
barriers to entry when it comes to 
setting up an online business, there are 
nevertheless a multitude of  challenges 
unique to the retail platform.

As Ho explains, one of  the key 
challenges for new e-commerce sites 
in Asia is to build sufficient credibility 
so that consumers have confidence 
in the quality of  the product and, 
most importantly, assurance 
that their personal 
data and payment 
information 
is kept secure. 
Some sites will 
obtain independent 
accreditation – for 
example, TrustSg in Singapore – to 
alleviate consumers’ concerns.

‘CONSUMERS ARE SEEKING NEW DESIGNS FROM
PLACES LIKE JAPAN, KOREA AND TAIWAN, 
AND ONLINE SHOPPING PROVIDES ACCESS’
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‘THEY SAY THE INTERNET HAS NO BOUNDARIES, BUT 
LOCALISATION IS VERY IMPORTANT IN TERMS OF 
SELECTION TO SUIT A PARTICULAR MARKET’

Supply-chain challenges
In addition to setting up technology 
infrastructure, establishing an 
e-commerce business requires new 
processes. In traditional retail, there 
was no such thing as an ‘order’; the 
customer picked up the product and 
went to the checkout. In contrast, 
online stores may have to manage a 
complex supply-chain process from 
order capturing to fulfilment. This 
can get more complicated if  an order 
is returned.

The problems escalate for businesses 
that do not operate on consignment 
terms – whether because they stock 
more established brands that insist 
retailers buy their products outright or 
because the margins from consignment 
agreements are slimmer.

‘Some brands require you to pay for 
100% of  the buy before delivery,’ says 
Ng. ‘When the delivery reaches you 
and there are issues with quality and 
we wish to return or exchange certain 
stocks, the accounting procedures are 
very tedious and often drawn out.’

Managing an international clientele 
also leads to other problems for 
businesses that operate out of  a single 
country. ‘They say the internet has no 

boundaries, but localisation is very 
important in terms of  the selection 
of  merchandise to suit a particular 
market, or consumer culture,’ says 
Chen, who plans to set up regional 
outposts. ‘In Indonesia, for example, 
shoppers prefer to pay cash on delivery 
rather than by credit card when they 
place their orders online.’

And then there is the issue of  
sourcing designers from around the 

region. For Chen, this means travelling 
constantly and having to adapt to 
the mindset of  different business 
and communication styles. Operations 
are also an issue for the owners 
of  www.eriin.com.

‘Firstly, keeping track of  inventory 
is a tedious process, especially with 
shipments coming in from around 

Asia Pacific,’ explains Tan. ‘Having 
to follow up with a range of  shipping 
companies, as well as implement an 
efficient schedule with our designers, 
seems like a daunting task during our 
peak periods.’

For another online retailer and 
fashion industry player, focusing 
on Asian designers for an Asian 
shopper is simply an unrealistic 
business model. 

‘While I am passionate about 
supporting Asian designers, I believe 
we still have a way to go towards 
having our own Alexander Wangs and 
Jason Wus,’ says Tjin Lee, founder of  
www.curatededitions.com and www.
futurefashionnow.com, as well as 
director of  Singapore’s annual fashion 
week, Audi Fashion Festival.

Looking good: Chinese designer Wang Yutao is showcased during the Mercedes-Benz 
China 2013 Autumn/Winter Fashion Week in Beijing in March. Asian designers are 
enjoying a higher profile thanks to the growth of online fashion retailers in the region
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‘There is a ceiling to what mass 
Asian consumers might be willing to 
pay at this time for regional designers, 
with the perception that things made 
in Asia should cost less. However, 
given the smaller production volumes 
of  budding Asian designers, this 
isn’t usually the case. Asian fashion 
consumers are also largely brand-
obsessed, and while there is a cult of  
consumers looking for unique finds, 
this group could still be fairly niche.’ 

However, Ho still sees potential in the 
near future for Asian online shoppers, 
especially with mature markets that 
have long adopted a mobile commerce 
(m-commerce) culture. 

‘In Japan, we foresee continued 
advancements in m-commerce as 
accessing content on the go is now 
a basic requirement, with a focus on 
marketing fashion brand information 
on mobiles,’ he says. ‘In China and 
Indonesia, the growth of  the middle 
class and young population will fuel the 
demand for online fashion retail.’

Besides, according to a PayPal 
Online and Mobile Shopping Insights 
study conducted by Nielsen in 2011, 
the size of  the Singapore online 
shopping market reached S$1.1bn in 

Eugene Ho,regional leader, consumer 
business, Deloitte Southeast Asia

Q What are some of the current trends for 
online shopping in Asia?
A As iPads and new mobile devices 
continue to proliferate among consumers, 
retailers have started focusing on the 
use of  digital media, online spaces and 
new technologies. Retailers are devising 
multi-channel communications and sales, 
leveraging on technologies such as quick 
response codes and improving their 
mobile web applications to tap into the 
full power of  the internet ecosystem.

Q Do you think there is a saturation of online shopping sites, with too many 
barriers to entry for new players?
A Although there are many online sites, they offer different product 
lines and brands and target different segments. However, marketing and 
building awareness of  a website can be difficult. The advertising costs can 
be significant as search engines continue to increase charges for listing 
preferential results on their search engines.  

Q What are some of the key challenges in establishing an e-commerce 
business in Asia?
A A more direct link between consumers and the brand must be created 
by delivering an integrated and engaging experience across channels. This 
becomes a challenge if  the customer experiences differ from channel to 
channel. The last mile of  delivery may also be a challenge as products need 
to be delivered by a logistics or postal company, raising potential issues 
around product management during transit. Cross-border customs and duties 
can also be a challenge.

Q Are shopping sites focused on Asian fashion brands too niche to be 
commercially viable?
A Commercial viability is largely dependent on brand awareness. For brands 
with strong brand equity which lend themselves to easy searches online, then 
online channels can potentially be the lowest cost-to-serve. 

Q What key measures and systems should businesses have in place?
A Business owners must set up an appropriate payment gateway and 
put in place effective supply chain and logistics for fulfilment of  goods 
to consumers. Postal/logistic companies also recognise the growth of  
e-commerce in Asia and are offering support services such as infrastructure. 

 *GOING ONLINE: A GUIDE

2010 and is forecast to reach S$4.4bn 
in 2015. 

‘I don’t see why there should be 
huge competition among local online 
retailers of  fashion as the market is 
big enough to support all of  us,’ says 
Chen. ‘We should share tips and work 

together to promote the talents of  
our region.’

May Yip is a freelance fashion writer 
based in Singapore. She is editorial 
consultant at Catalog Magazine and 
was previously editor at Style magazine

27



‘WE BELIEVE THAT THE FUTURE OF HEALTHCARE  
MUST BE AN INTEGRATED, INCLUSIVE APPROACH’

In the last 24 years, the jazz-loving, 
harmonica-playing Richard Eu has 
transformed his family’s traditional 
Chinese medicine (TCM) business, 
Eu Yan Sang, from a single store 
in Singapore and five in Malaysia 
into a thriving corporate with close 
to 200 retail stores in the region 
and an internationally recognised 
brand name. 

Eu Yan Sang International Ltd has a 
market capitalisation of  over S$300m 
and an international presence in eight 
countries. But the 134-year-old 
company is not standing still. Last year 
it bought the assets of  a loss-making 
natural health and beauty products 
distribution and retail firm, Healthzone 
Ltd, renamed Healthy Life Group. The 
company had 88 outlets across 
Australia and Eu Yan Sang is now 
planning to introduce a range of  new 
products that will combine 
supplements with Chinese herbs. 

Group CEO Eu explains that his vision 
for Eu Yan Sang is to be more broadly 
in the ‘natural wellness’ market, within 
which TCM sits. ‘We believe that the 
future of  healthcare must be an 
integrated, inclusive approach,’ he 
says. We don’t see ourselves restricted 
to TCM, otherwise we’re appealing only 
to mainly Chinese customers.’

This is not the first time that the 
company branched out. In 2001, Eu 
Yan Sang opened its first YourHealth 
Integrative Medicine Centres in 
Australia to house the best health 
practices in western and TCM therapies 
under one roof. But in 2009 the 
company exited the business.

‘We couldn’t get enough traction to 
make it viable,’ Eu recalls. ‘It was hard 
to scale and the board was frustrated it 
was taking too long.’ 

This time things are different, he 
says. ‘The first time around it was a 
complete start up and it took us a few 
years to build it up. HealthyLife Group 

has a chain of  over 80 stores, the 
largest of  its kind in Australia. It was 
losing money, but there had to be 
something in there and we have a good 
management team in place to turn the 
business around,’ Eu says.

Eu admits that the last year has not 
been a bed of  roses. ‘We took over a 
business that was really in bad shape, 
made worse by the fact that it spent 
months in receivership,’ he says. 
‘Because everything was stopped, the 
shelves were empty. We knew it was 
bad, but it was worse than we thought.

‘Over the last year, we’ve had to 
repair our supplier relationships, get 
ourselves stocked up, get the staff’s 
moral back up. We’ve made various 
changes; we’ve closed some stores, 
opened others. It’s about rebalancing. 
The business is still not profitable and 
it may take another year or two before 
it is, but the good thing is we can see 
the trend is improving; sales are going 
up, losses are coming down,’ he says. 
For now, the new business accounts for 
about 10% of  Eu Yan Sang’s sales, but 
this share is set to grow.

Head-on approach
It’s not the first time that Eu – who 
won the Best CEO of  the Year award 
for companies with less than S$300m 
market capitalisation at the 2010 
Singapore Corporate Awards – faces 
corporate difficulties head on and has 
done so from the start; his taking over 
the family business as the fourth-
generation manager, back in 1989, 

The basics 
EU YAN SANG

S$289.9M 
2012 revenue

S$16.5M 
2012 net revenue

299
Total outlets end 2012

1,600 
Employees

HEALTHY OUTLOOK
Former CEO of the Year winner Richard Eu, of traditional Chinese medicine 
corporate Eu Yan Sang, talks about the challenges of running a family business
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was anything but smooth. A few 
months after he was appointed general 
manager, several of  his extended family 
members sold their shares to Lum 
Chang, a construction and property 
firm, without his knowledge.

He still remembers the call from his 
merchant bank. ‘It was 8.30am and I 
was in shock. But actually it was 
probably the best thing that could have 
happened,’ he said, recalling how Lum 
Chang had made clear that it was not 
interested in developing the TCM side 
of  the business and was already 
planning to sell it, eventually giving him 
first right of  refusal.

In 1992, Eu organised the first of  
three management buyouts that would 
give him complete control, before the 
company’s eventual initial public 
offering. In parallel, he laid down the 
foundation to steadily expand the 
company business.

‘From the beginning, we made a 
conscious decision to extend our retail 
footprint. In the past, my uncles had 
been very reluctant to open more 
branches and the last one we had 
opened was probably dating back to a 

retail sector; Metro had a subsidiary 
that owned The Hour Glass chain and 
other luxury watch brands. He was also 
part of  Singapore’s national waterski 
team in the 1983 Southeast Asian 
Games, achieving a bronze medal.

‘Gut feel’
With hindsight, all the dots in his 
previous careers were connected, 
Eu acknowledges, even if  it did not 
seem the case at the time. ‘People 
were surprised that I moved from 
one industry to the other. Why I did 
it, I don’t know. For me it’s largely 
gut feel, but at the time I wanted to 
go through certain experiences and 
learn certain things that I felt may 
be important to me later on. After 
going through the financial sector, I 
realised I had no experience managing 
a company and I wanted to get my 
hands dirty as it were, and see what it 
was like to operate a company. Then 
learning about branding was also very 
important,’ he says.

‘Because of  my past experiences, I 
thought Eu Yan Sang had to go high 
end, and not mass market in terms of  

‘WHEN YOU’RE RUNNING
A 100- YEAR-OLD  
COMPANY YOU MUST  
TRY TO MAKE SOME  
CHANGE WITHOUT
CUTTING THE PAST
OUT COMPLETELY’
time before my grandfather passed 
away in the 1930s. When I joined, our 
sales were less than S$10m which was 
very small,’ he recalls. For FY ended 
June 2012, the firm’s annual sales are 
around S$289m.

Prior to joining the family business, 
Eu had had a career in the financial 
industry, working in merchant banking 
as well as being a stockbroker. He also 
experienced running a company, having 
joined one in the early 1980s that had 
been bought by an uncle and was 
distributing mini-computers. The 
Singapore subsidiary DataPrep was 
later sold to Metro Holdings, for which 
he also worked for a while, getting 
some experience in the luxury goods 
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The tips
On nurturing the evolution of an ‘old’ 
corporate culture:

*Promote innovation by 
encouraging new ideas/suggestions 
and communication within the 
organisation.

*Communicate the group’s vision. 
Keep ‘rank and file’ posted on the 
company’s development.

*Allow diversity: ‘We have a more 
multicultural and multitalented 
workforce, therefore managers must 
be aware of different communication 
and work styles to motivate the team.’

positioning of  the business,’ he 
explains, adding that ‘you can’t get a 
better lesson in branding than from 
luxury brands because it is a very 
competitive sector. It’s not because 
you’re named Cartier that business 
comes through the door. They’ve done a 
lot of  work to drive customers through 
the door and keep them. You’re selling 
something very intangible, the 
emotional attachment of  why you want 
to buy that specific product.’

In the last 10 years, Eu Yan Sang has 
grown at an annualised compounded 
rate of  12.5%, even during the 
financial crisis. He believes that the key 
to success was hitting the right 
business model early on. 

‘Enlarging our retail footprint was the 
right thing to do at the time,’ he says. 

‘We were courageous when we 
consciously decided to open more 
stores during the recession because we 
were able to pick up good properties at 
much lower cost. We did all this slowly, 
and I remember doing a lot of  walking 
around in the early days, trying to find 
the right locations,’ he explains.

In the near term, Eu Yan Sang’s 
biggest challenge is not just 
competition but rising costs of  shop 
leases and staff  costs. In its fiscal 
second-quarter results, the company 
reported gross operating margin at 
52%, with a 12% climb in sales offset 
by rising rental pressures. 

Innovation
‘The business environment is getting 
very tough. There are a lot of  cost 
pressures as most economies where 
we operate are not booming. Growth 
is slowing down so we don’t get the 
top-line growth that we used to. We’re 
facing a big squeeze on costs – mostly 
rental but also partly salaries – so the 
challenge is that we have to effectively 
increase our margins, sales per stores, 
sales per square foot,’ he explains, 
adding that the company is planning to 
introduce new products that will give it 
the margins it needs. ‘You’ve got to go 
for innovation and product differential,’ 
he says.

As CEO, Eu feels that his main 
challenge is to gently move the culture 
of  the company along with the times. 
‘As a CEO you’re always looking for 
some form of  continual change; you 
can’t stand still,’ he says. ‘Such 
evolution is necessary because of  the 
changes in the external environment but 
also because as the company gets 
bigger there are other challenges that 
did not exist before that require you to 
change your thinking. Some people can 
do it by radical transformation but when 
you’re running a 100-year-old company, 
you must try to make some change 
without cutting the past out completely.

‘In the end it’s all about 
communication and engaging your 
employees. It’s something we’re still 
learning how to do.’

Sonia Kolesnikov-Jessop, journalist

The CV
2001

Appointed group CEO, Eu Yan Sang 
International Ltd 

1994
Appointed managing director, Eu Yan 
Sang International Ltd.

1993
Organised management buyout of Eu 
Yan Sang Holdings from Lum Chang.

1989
Joined Eu Yan Sang Holdings as 
general manager.

1984
Company secretary, Metro Holdings.

1981
Managing director, computer 
distributor DataPrep.

1977
Joined Jacob Ballas & Company 
(known today as DBS Vickers).

1976
Worked for TVB, Hong Kong, 
planning IPOs.

1971
Joined merchant bank Slater Walker; 
helped establish Haw Par Merchant 
Bankers in Singapore.

1971
Bachelor’s degree in law from 
London University, UK. 
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Comment

I recently attended a media briefing 
by Coface, the global credit insurance 
company. Executive vice president 
for Asia Xavier Farcot confirmed 
what journalists have been hearing 
on the ground: Asia’s companies are 
encountering problems collecting on 
their payables.

In a survey of  2,274 enterprises in 
Australia, China, Hong Kong, India, 
Japan, Singapore and Taiwan, Coface 
found that 43% are experiencing an 
increase in the amount of  overdue 
payments. In a similar survey in 2011, 
only 29% said the same. 

The surge is particularly notable 
in China (56%), Singapore (43%), 
Hong Kong (42%) and Australia 
(34%). Farcot noted that these 
markets have significant exposure to 
global trade. 

But what about Taiwan and 
Japan? Both are also major 
exporters, yet only 20% of  the 215 
companies surveyed in Taiwan and 
22% of  the 205 enterprises in Japan 
reported an increase in the level of  
overdue payments.

‘The difference is the use of  
credit management systems,’ says 
Farcot. According to the survey, 
companies in Japan (100%, 
against the Asian average 
of  66%) and Taiwan 
(80%) are users of  credit 
management tools such 
as credit agency reports 
and recommendations, 
credit insurance 
and factoring. 

‘Even in a difficult 
environment, you 
can still have good 
companies and good 
processes, depending 
on what tools you’re 
using and who is 
controlling the 

Tackling non-payment is overdue
[With many of Asia’s companies struggling to collect payments thanks to a range of causes – from rising 

costs to Europe’s woes – there are steps that finance professionals can take, writes Cesar Bacani 

credit management,’ he added. In 
practice, of  course, those controllers 
are typically accountants in business.

One key task is to conduct due 
diligence on customers to gauge their 
ability to pay. In the Coface survey, the 
majority (53%) identified ‘customer’s 
financial difficulties’ as the main 
reason for late or non-
payment. This can 
happen, according 

to survey respondents, because of  
the impact of  fierce competition on 
margins (60%), lack of  financing 
resources (36%) and impact of  rising 
raw material prices (15%). 

A telltale metric is the amount of  
debt overdue for six months or longer 
as a percentage of  annual turnover; 
Coface puts the danger threshold at 
2%. Other risk factors include the 
buyer’s industry and operating country. 
Coface ranked industry sectors on 
four metrics, including most number 
of  companies with overdue payments 

and with 2% or more of  annual 
turnover unpaid for more than 

six months. 
The riskiest 
industries in Asia 
are building and 
construction; 

information 
technology; internet 

service providers and data 
processing; textile, clothing, 

shoes and other apparel; industrial 
machines and electronics; and paper 

and printing. As for countries, Coface 
gives the lowest grade of  ‘D’ to many 
in Africa, including Nigeria, Sudan 
and Zimbabwe.

What if  the buyer fails to pay? 
Seven out of  10 (74%) respondents 
said that amicable negotiations 
towards crafting a new repayment 
schedule is a good approach. 
Only 10% pointed to third-party 
intervention, such as deploying a 
lawyer or debt collector, and just 6% 
to arbitration.

Given the economic crisis in Europe, 
the USA’s lackadaisical growth and a 

slowdown in China, it’s all food for 
thought for the region’s CFOs and 
others in the finance function.

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

CommentComment

Come April in the USA, accountants 
figure prominently in the national 
consciousness. That’s because the 
deadline for individuals to submit 
their income tax returns is usually 15 
April, often referred to as Tax Day. 

As Entertainment Weekly magazine 
put it in an April 2009 online 
article: ‘Right about this time every 
year, millions of  Americans call up 
their accountants in a panic, then 
promptly forget about them for the 
next 11 months.’

That line kicks off  a feature entitled 
‘15 Incredibly Awesome Accountants’, 
which lists noteworthy fictional 
characters from movies and TV series 
who are identified as accountants, 
including Leo Bloom (Gene Wilder) 
in The Producers, Louis Tully (Rick 
Moranis) in Ghostbusters and Loretta 
Castorini (Cher) in Moonstruck.

Tax Day is also the inspiration 
for ‘By The Numbers: 10 
Memorable Movie Accountants’, 
an article that was published 
on the Time magazine website 
in April.

‘Accountants are heroes, 
and not just because they 
save the rest of  us money at 
tax time,’ it begins.

‘On screen, we’ve 
seen accountants 
lead pirate raids, plot 
prison breaks, fall 
passionately in love, 
serve as pimps and 
Broadway producers, 
fight off  the undead and 
save lives.’

That says a lot. In 
the showbiz scheme 
of  things, the work 
of  accountants hardly 
ever drives the plot. 
In fact, it’s what 
they do in spite of  

Give accountants a fair screen test
[It’s time that Hollywood – the ultimate recruitment agency – stopped saddling accountants with a 

lacklustre image and allowed them to ride on the magic of the entertainment business, says Errol Oh

being accountants that makes them 
interesting to storytellers.

The typical accountant, according 
to Hollywood, is smart and good 
with money but lacks confidence, 
social skills and a taste for adventure. 
Therefore, the story pivots on the 
accountant overturning the stereotype 
to perform feats that have nothing to 
do with accounting.

Should the profession be concerned 
that it’s consistently portrayed this 
way? It should. At the very least, there 

ought to be an examination 
of  why accountants and 
accountancy are often 
misunderstood and 

underappreciated by those in the 
film and TV industry, and of  the 
impact of  being saddled with such a 
lacklustre image.

It’s impossible to ignore the power 
and appeal of  appearing larger than 
life in movies and TV shows. Countless 
people must have made up their minds 
to be doctors, soldiers, cops, teachers, 
scientists, lawyers, firefighters, 
chefs, politicians, nurses, astronauts, 
businesspeople, professional athletes, 
pilots or even lifeguards –- remember 
Baywatch? –- after watching something 
in the cinema or on TV when young.

Think of  Hollywood as the ultimate 
recruitment agency. It’s a handicap if  

accountancy is unable to 
ride on the magic of  the 
entertainment business.

The rise of  reality 
TV has provided an 
avenue to entertain while 
showcasing what a job 
is all about, no matter 
how niche it is. Yet, there 
have been no hit shows 
about accountants.

In a book by People 
magazine called 1,000 

Greatest Moments in 
Pop Culture 1974-2011, 

there was no mention of  
accountants. The closest 
it got to that was mention 
of  Arthur Andersen as ‘the 
accounting firm that certified 
Enron’s books’.
Sure, it’s probably not a big 

deal to be missing from this list, but 
it may be something to worry about 

if  the public keeps 
overlooking the worth 
of  accountants.

Errol Oh is executive 
editor of The Star
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[The alliance between a small business and 
its accountant is good for both – and for the 
economy, says ACCA president Barry Cooper

While the role of the CFO in the major listed company or the 
work of the auditor in a multinational company may be the 
areas which dominate the headlines, ACCA has never lost 
sight of the fact that the work thousands of our members 
do in helping the development of SMEs is hugely significant 
for the health and growth of all economies around the world.

With 45% of  our members having at some point worked for 
an SME, the finance professional clearly plays a major role 
in this sector. As a body which has long called on regulators 
and standard setters to ‘think small first’, we’re now focusing 
our attention on small businesses themselves to make them 
aware of  the value of  the professional accountant.

Our ‘Accountants for small business’ campaign also 
aims to raise awareness of  how new or young businesses 
can build professional finance teams and why there is such 
a need for complete finance professionals who can develop 
with these businesses. ACCA will also be working to build 
partnerships with business associations, government agencies 
and service providers to provide practical resources and 
support for SMEs looking to invest in internal finance functions.

There is a wider benefit to this campaign that goes beyond 
ACCA’s desire to ensure that businesses are aware of  the skills 
our members can bring them. The campaign will emphasise the 
importance and benefits of  having more formalised businesses in 
driving economic development, particularly in emerging markets, 
where a growth in such businesses will enable governments not only 
to achieve predictable revenues but also to develop and implement 
policy more effectively because such businesses have a greater voice 
and presence. 

The accountancy profession is a natural ally in this process.
ACCA wants to play its role fully by ensuring that stakeholders in 

SMEs, whether they are business owners and management, finance 
providers, government agencies or employees, have the information 
they need presented in a way they understand to enable them to 
take the right action. 

I have seen at first hand the work that our members 
do for SMEs and I know they can meet the 
challenges and take the opportunities that 
this new campaign will bring. 

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

Perfect pairing

                               ACCOUNTANTS FOR 
                                 SMALL BUSINESS
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Above: the garment factory near Dhaka, 
Bangladesh, which collapsed in April

Q What does your role at 
Santander involve? 
A I develop and analyse the 
market risk control framework 
at Santander, which enables  
the firm to manage its 
exposure to interest rates, FX 
and volatility risk. In addition, 
I have regular contact with 
stakeholders from audit, 
finance, trading desks, 

operations, IT and senior managing directors.

Q Santander is the second biggest bank in Europe. 
What risks are associated with such wide exposure 
and what’s the impact of this on your role?
A We monitor many different risks in the 10 main 
markets, such as foreign exchange, sovereign and 
economic impacts. I can see and understand how 
different strategies are affected by the economic 
climate in which we are in and how effectively the 
risk is managed. 

Q What systems does the bank have in place to 
foresee and tackle these risks?
A We use both processes and systems to ensure 
that there is a robust control environment in place 
for assessing and managing all types of  risks 
originating from retail, commercial and investment 
banking. Investment in the latest technologies is key.

Q What would you like to change within the 
banking sector? 
A Risk management has never had greater 
importance and I’d like to see this focus balanced 
against innovation to take advantage of  trade 
opportunities. Economic growth can only be 
achieved if  banks and businesses manage their risk 
effectively while expanding their business.

FAST FACTS
Location: London
Short CV: Master’s in mechanical engineering, 
Imperial College, London. Joined Santander’s 
finance division after completing the ACCA 
Qualification. Joined the Global Banking & Markets 
risk division and completed the CISI diploma in 
financial derivatives and fixed income markets

FACTORY SAFETY SCRUTINISED 
The latest factory disaster in 
Bangladesh has heightened debate 
on what responsibility multinational 
corporations should accept for the 
conditions of  workers making their 
products in developing countries. 
The country’s booming garment 
trade accounts for around 80% of  
its export revenue. Bangladesh now 
ranks behind China as one of  the 
biggest exporters of  ready-made 
garments, making it ‘a necessary 
place to do business,’ industry 
analysts say. Surging wages in China 
have prompted mass retailers to 
shift production to Bangladesh, 
where it is claimed that pressure 
from retailers to keep costs down is 
breeding unsafe work conditions.

ACQUISITION APPETITE LOW
Just 18% of  Hong Kong businesses 
plan to grow through acquisition in the 
next three years, down from 26% a year 
earlier, according to the latest Grant 
Thornton International Business Report. 
As many as 80% of  local businesses 
reported no plans to execute an 
acquisition, significantly higher than 
counterparts in mainland China (60%) 
and the global average of  63%. 

Eugene Ha, advisory partner at 
Grant Thornton Hong Kong, blamed 
the uncertain economic outlook. 
‘Hong Kong business leaders have 
understandably seen 2013 as a “wait-
and-see year” with regard to deal 
activity. Sluggish business optimism, 
which reached just 27% in Q1-2013 
and 28% in Q4-2012, is a further proof  
of  their cautious attitude.’

35 Corporate The view 
from Sreekar Periketi of 
Santander Global Banking 
& Markets; get to grips 
with analytics; CFOs 
should avoid being tied 
down by compliance

41 Practice The view 
from Omar Mahmood, 
KPMG, Doha; Maria Pinelli 
of Ernst & Young on the 
challenging of nurturing 
entrepreneurs

The view from: 
Banking: Sreekar Periketi ACCA, 
banking market risk, Santander 
Global Banking & Markets

35Corporate



For those who wonder what the next 
big thing in global business 
services will be, we can 
confidently answer: analytics, 
and it’s already here. 

The combined power of  
the cross-country, 
cross-process and 
cross-organisational 
nature of  business 
services, married with the 
deep insight that analytics 
can bring, will unlock the 
next generation of  value for 
progressive, forward-thinking 
finance leaders. To exploit this, 
finance professionals need to 
educate themselves about the power 
of  analytics, start to talk the 
language and get real projects with 
tangible business outcomes under 
their belts.

What is analytics? 
Put simply, analytics is the science of  
analysis, and it is increasingly being 
used in organisations to describe, 
predict and improve performance. 

Traditional reporting and business 
intelligence can be regarded as 
‘descriptive analytics’, a rear-view look 
at what has happened through the 
generation of  standard reports and ad 
hoc queries. 

The next evolution is ‘predictive 
analytics’, which focuses on answering 
questions such as why something has 
happened, what will happen next, and 
what is the best that can happen. It 
does this through the use of  statistical 
methods (forecasting, extrapolation, 
predictive modelling and optimisation) 

to uncover and communicate 
meaningful patterns in data. 

This enables organisations to drive 
better, more fact-based decision-
making, leading to more effective cost 
management, better controls and 
increased profits. 

Given the significant volumes of  data 
collected by organisations today, 
predictive analytics is a powerful asset 
that can deliver a competitive edge. It 
is being applied with increasing levels 
of  sophistication to solve real business 
problems and identify new 
opportunities in fields such as 
enterprise decision management, 

marketing, customer 
relationship 
management, credit risk, 
collections and fraud 
detection. The demand 
for analytics solutions is 
growing as data availability 
rapidly increases and 
managers recognise the critical 
importance of  analytics in generating 
deeper insights.

Finance analytics in practice 
At Accenture we realise the value 
that analytics can bring to our 
clients and have set up nine 
analytics centres globally. The 
Dublin-based Analytics Innovation 
Centre is designed to accelerate the 
development and delivery of  innovative 
predictive analytics solutions focused 

Analytics unleashed 
Deeper insights, better decision-making and tangible business outcomes are 
some of the key dividends of analytics, say Julie Spillane and Edel Lynch

THE NEXT EVOLUTION IS ‘PREDICTIVE ANALYTICS’, 
FOCUSING ON ANSWERING WHAT WILL HAPPEN 
NEXT, AND WHAT IS THE BEST THAT CAN HAPPEN
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What happened?

How many, how often, where?

Where exactly is the problem?

What actions are needed?

Why is this happening?

What if these trends continue?

What will happen next?

What’s the best that can happen?
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Degree of intelligence

PREDICTIVE 
ANALYTICS

(the ‘so what’... and 
the ‘now what’)

 

Future-oriented and the 
source of  competitive 
advantage if  deployed 

pervasively

DESCRIPTIVE 
ANALYTICS
(the ‘what’)

‘Rearview mirror’ - 
provides necessary 

foundation and insight, 
but does not capture 
full value on its own 

Std
reports

Ad hoc
reports

Query
drilldown

Alerts

Statistical 
analysis

Forecasting

Predictive 
modelling

Optimisation

Source: Accenture

on fraud, risk and compliance within 
government and industry. 

In a recent project, the Dublin centre 
partnered with finance process owners 
to successfully employ predictive 
analytics within Accenture’s global 
finance organisation. 

Accenture employees travel 
frequently; we need to ensure they are 
reimbursed promptly and accurately 
for out-of-pocket expenses within an 
effective controlled environment. We 
process billions of  dollars of  expenses 
annually through over two million 
expense claims.

The application of  predictive 
analytics presented a significant 
opportunity to improve the 
effectiveness of  the process. The aim 
of  the project was to understand the 
factors driving expense claim non-

compliance and use this insight to 
optimise the process and improve 
employee education. 

The project involved developing a 
model that examined over 40 lead 
variables associated with the claim, 
including employee-related data, 
business data, historical non-
compliance data and expense claim 
data. Only some of  these variables had 
previously been considered by the audit 
controls system. 

The predictive analytics model 
yielded a number of  clear and 
interesting insights, including: 

* Rules that were previously used to 
score claims for audit were shown 
not to be statistically significant 
predictors of  non-compliance. 

* Some of  the new variables used in 
the model were found to be 
important predictors of  non-
compliance. 

* Geographic segmentation showed 
‘over auditing’ in some regions, 
‘under auditing’ in others, and 
differing predictors across regions. 

The project led to policy changes, 
process optimisation and much more 

targeted employee education 
campaigns. All in all, we have improved 
the yield of  the process by over 40%. 

The beauty of  the predictive analytics 
model is that it continues to learn. As 
employee behaviours and policies 
change, and as we enter new markets, 
the model can be refreshed to identify 
new predictors and archive ones that 
are no longer significant, ensuring we 
continue to derive benefit over time.

This project has been a success, not 
only because of  the insights generated 
by the analytics, but in how these 
insights have been transformed into 
tangible business outcomes through 
process redesign and the embracing of  
analytics by business stakeholders. 

This project has not only heightened 
our skills as finance professionals but 
also serves as a showcase within our 
own organisation and to clients. 

Julie Spillane FCCA is Accenture 
EMEA director of business services, 
global director of finance excellence, 
and Ireland FD. Edel Lynch is director 
of Accenture’s Dublin-based Analytics 
Innovation Centre.

37



‘CFOs OF SMALLER COMPANIES NEED TO ROLL UP
THEIR SLEEVES AND DIVE INTO MUNDANE TASKS.
THEY ARE CHIEF COOKS AND BOTTLE WASHERS’

In October last year, ACCA and the 
Institute of Management Accountants 
(IMA) released a joint study examining 
the current and future role of the 
senior finance officer in companies 
around the world (The changing role 
of the CFO, www.accaglobal.com/
transformation). It shows that CFOs 
will continue to be challenged by the 
tug of war between their role as senior 
strategist and business partner, and 
the ever-increasing demands placed 
on them by greater compliance, 
control and regulatory complexity. 

Nancy Lala, CFO of  Canadian 
telecomms provider About 
Communications, believes that CFOs 
have become Jacks of  all trades, 
particularly in small companies 
like hers. She says that more than 

ever, CFOs are required to have split 
personalities to encompass the roles 
of  compliance enforcement officer, 
public spokesperson and company 
cheerleader. ‘CFOs need to have a 
strong public presence to deal with 
investors and lenders whether the 
company is large or small. However, 
CFOs of  smaller companies also need 
to roll up their sleeves and dive into 
more mundane tasks. They are chief  
cooks and bottle washers.’

‘Over the past 10 years particularly, 
with the dot.com crash, Sarbanes 
Oxley, US bank failures and 
International Financial Reporting 
Standards, CFOs have become 
accustomed to a constant barrage of  
change, and I don’t see this letting 
up any time soon,’ she says. ‘Also 
for smaller companies, the focus on 

cashflow is a constant and for CFOs, 
cash management is king,’ says Lala. 

Harold Earley, CFO of  US foam 
products manufacturer FXI Holdings 
Inc, says that CFOs, particularly in 
private companies, have become much 
more hands on with the business, 
beyond overseeing the numbers, 
forecasting and cashflow. ‘I’m in 
every one of  our plants at least once 
a year if  not more, and the big plants 
probably two or three times a year. So 
I’m really getting to know the people 
running the plants, what their issues 
and requirements are,’ says Earley. 
‘I really understand what’s going on 
in that business, in that plant, which 
helps me make decisions a lot faster.’ 
At the same time, he explains, his role 
as CFO is also to support and help 

drive the sales function. ‘When issues 
arise around capital expenditures or 
special projects, I spend a lot of  time 
working with the sales team, so I really 
understand what the competition 
is that they’re facing and what their 
challenges are.’

Compliance burden
For large public companies, 
compliance continues to dominate the 
CFO’s agenda. Alex Davern, CFO of  
automated test equipment producer 
National Instruments (NI), has 
witnessed a dramatic change in the 
regulatory environment over the past 
10 years. ‘From where I sit, for CFOs, 
the compliance burden has exploded 
massively since 2003 with the first 
implementation of  the Sarbanes-
Oxley Act.’ Although, over time, 

the implementation of  the act has 
become less of  a burden, he explains, 
companies everywhere continue to 
get bombarded by incremental new 
regulations. ‘In the US, for example, 
with the 2010 Dodd-Frank Act, 
we’ve seen a significant ramp up in 
enforcement activity. So it goes without 
saying that we take compliance very, 
very seriously.’ 

Regulatory changes
While CFO certification has raised 
the risk profile for CFOs in the US, 
upcoming regulatory changes from 
the US Securities and Exchange 
Commission (SEC) will raise the stakes 
even further, explains Davern. ‘More 
and more non-financial elements are 
being added to the architecture or 
structure of  regulatory compliance 
for financial statements, in an effort 
to solve other problems,’ he says. 
‘For example, next year CFOs will be 
signing off  on financial statements that 
contain disclosures related to conflict 
minerals.’ (On 22 August 2012 the 
SEC adopted a rule mandated by the 
Dodd-Frank Act to require companies 
to publicly disclose their use of  
conflict minerals that originated in 
the Democratic Republic of  the Congo 
(DRC) or an adjoining country.) 

‘Tracking down exactly where all 
the metals included in your products 
come from is not a traditional financial 
function. I believe it distracts the 
attention of  the CFO away from their 
primary job. It’s a trend that I find 
worrying and hope that it won’t be 
continued forward,’ he says.

Against this backdrop, CFOs  
have still had to keep their eye on 
managing the business, he explains. 
‘When we speak directly to the 
role of  the CFO, for them to be a 
business partner and help run a large 
corporation like NI, the reality is that 

Up, up and away
Although CFOs are weighed down by growing compliance, control and regulatory 
demands, it is vital that they free themselves to keep business growth in sight
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‘CFOs CAN’T ALLOW THEMSELVES TO BECOME
COMPLIANCE EXECUTORS. IT’S BEEN NECESSARY
FOR THE CFO TO DELEGATE THAT ROLE DOWN’

they can’t allow themselves to become 
a compliance executor. It’s been 
necessary for the CFO to delegate that 
role down to a very effective set of  
management who will handle those 
compliance challenges.

‘CFOs need to be conscious that 
these are properly managed and 
executed, but they need to also be 
determined to free up the vast majority 
of  their time to focus on the growth 
of  the business, the execution of  the 
vision of  the company, and on driving 
value for shareholders. So they have  
to be responsible for compliance, but 
they also have to effectively delegate 
that to be able to do their own job 
as a CFO.’

For financial services 
companies particularly, the financial 
crises have intensified the compliance 
role of  the CFO. According to 
Colleen Johnston, CFO of  TD Bank, 
post financial crises, the amount 
of  disclosure and the scrutiny on 

disclosure has increased. ‘That’s 
probably been one of  the most 
significant impacts on the finance 
function,’ she says. ‘That’s something 
where the need for excellence in 
financial reporting has never been 
greater.’ From a business standpoint 
she says, organisations have to 
figure out how to manage this higher 
regulatory and compliance standard 
– how to manage the costs of  those 
initiatives, how to make sure they have 
the right business solutions that will 
meet the new standards and make 
sure that these aren’t completely 
overwhelming the business model. 

Balancing act
‘Given my role as an adviser to our 
CEO, getting the right balance between 
risk and control, and at the same time 
grow the revenue base, is something 
I really think about,’ says Johnston. 
Meanwhile, as the focus on regulation 
and control increases, CFOs have to be 

even more focused on achieving lasting 
business results. Says Johnston: ‘The 
reality is that we’re in a much slower 
growth environment globally, and that 
means that as the whole regulatory 
and compliance burden increases, 
organisations like ours have to look 
for ways to improve core productivity, 
because it’s getting tougher to achieve 
positive operating leverage where your 
revenues are growing faster than your 
expenses. That’s a role where clearly 
the CFO is very, very involved – making 
sure that we manage the productivity 
agenda going forward.’

So what are the main 
characteristics of  CFOs that will 
succeed in the future? According 
to Lala, the key to success as a 
senior finance executive is still a 
function of  the people on your 
finance team. ‘You can’t know 
it all,’ she says, so CFOs need 
to surround themselves with 

experts and excellent executors. 
For Johnston, in order to have 

a strong team you also need to be 
a strong leader with excellent business 
acumen. ‘Leadership is incredibly 
important – your leadership skills, 
communication skills, being able to 
understand the business, being able to 
be a good partner with the business, 
with the CEO, with your board – being a 
good adviser – all of  those things really 
call for a much broader skillset for 
CFOs, now and going forward.’ 

The big picture
Meanwhile, CFOs will be expected 
to have a wide purview of  the total 
operations of  the company, beyond 
the finance function. According to 
Harold Earley, the key to success 
as a senior finance executive 
will increasingly be tied to their 
understanding of  the entire business. 
‘Your ability as a CFO to work with the 
sales organisation, with operations, 
with R&D, with the business units, is 
becoming more and more important.’ 
Dealing with the numbers and external 
capital markets is greatly required, 
but to really be able to accelerate the 
business, you have to be able to work 
horizontally, he says. 

Similarly, for Alex Davern, in 
order to execute the role of  CFO 
successfully now and in the future, 
financial executives have to go beyond 
their compliance and control function.  
‘You have to remain focused on  
being a partner with the business, 
he says, on driving value for all the 
stakeholders in your company and 
execute the company’s vision. I think 
that’s the real role of  the CFO. CFOs 
will increasingly have to become 
business generalists.’

Ramona Dzinkowski, economist and 
business journalist
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April’s Army Day parade in 
Tehran, Iran

Q What are the major 
challenges facing financial 
services clients in Qatar? 
A For banks and investment 
companies, it’s mainly about 
the impact of  changes in 
global regulation, as well as 
foreign tax compliance. They 
have the technical capability 
for local regulations and 
tax rules – but it’s on the 

international side that they call on us for help. 
From an advisory perspective, they increasingly 
need advice on corporate strategy. Priorities 
include streamlining structures and systems, and 
of  course implementation of  cost-saving efficiency 
measures. The billions of  dollars being invested in 
infrastructure for the 2022 World Cup haven’t yet 
filtered down to the wider economy, but there’s a 
strong sense of  anticipation and optimism. 

Q How would you describe competition for talent?  
A It’s not difficult to attract interest; it’s more a 
question of  finding the right mix of  skills. The Big 
Four firms in the region look to their own global 
mobility programmes; I’m on secondment from 
London. We face competition from Dubai and Abu 
Dhabi, and to a smaller extent Saudi Arabia. Qatar 
has been successfully promoting itself  on the world 
stage; it’s open, stable and flourishing – qualities 
that finance professionals increasingly recognise. 

Q What advice would you give new accountants?  
A Take steps to acquire international experience. 
While emerging markets provide great career 
opportunities, they need people who can 
assimilate culturally, adapt to local business 
practices and understand the complexities of  local 
and regional economies. 

FIRM FACTS
KPMG Qatar: Established for over 40 years, now 
employing 140 people.
MESA network: More than 1,700 people at 14 
locations throughout Middle East (Bahrain, Kuwait, 
Lebanon, Oman, Saudi Arabia, UAE and Yemen) 
and South Asia (Afghanistan, Bangladesh, Pakistan 
and Sri Lanka).

MID-TIER FIRMS EXIT IRAN 
Networks Grant Thornton 
International, RSM and Crowe 
Horwath International have severed 
ties with their Iran member firms, 
following pressure from US lobby 
group United Against Nuclear Iran 
(UANI). UANI had previously lobbied 
successfully for the exit of  the Big 
Four from Iran, leaving only mid-tier 
players in the market. In March the 
three firms received letters from the 
campaigning organisation, headed by 
former US ambassador to the United 
Nations Mark Wallace, warning them 
that they were undermining global 
economic sanctions.

‘The success of  this campaign 
underscores the fiduciary risks 
of  doing business in Iran,’ said 
Wallace. ‘If  Iran is too risky for 
the world’s leading accounting 
firms, then all businesses have a 
duty to disclose any and all Iran 
work to shareholders, investors 
and regulators – and make plans 
to leave.’

FULL LEHMAN PAYOUT LIKELY
PwC, administrator for Lehman 
Brothers International Europe (LBIE), 
the European arm of  the failed 
investment bank, said that there was 
a ‘reasonable’ chance that unsecured 
creditors could have their claims paid 
in full. Partner and lead administrator 
Tony Lomas said: ‘To be able to advise 
ordinary unsecured creditors that 
we now have a reasonable chance of  
eventually repaying their claims in full 
marks a significant milestone for the 
administrators.’ In November, a first 
interim dividend of  £7bn was paid to 
1,582 unsecured creditors. 

The view from: 
Qatar: Omar Mahmood, head of 
financial services (Middle East and 
South Asia), KPMG, Doha
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entrepreneurs
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& Markets; get to grips 
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down by compliance

41Practice



Dynamic adviser
When it comes to working with entrepreneurs, Maria Pinelli, Ernst & Young’s global vice 
chair of strategic growth markets, knows how to make a difference

Maria Pinelli is sitting in Ernst & 
Young’s global headquarters on 
London’s South Bank with the Thames 
and the Palace of Westminster glitter-
ing behind her. It’s the ideal backdrop 
for a woman who is the perfect global 
citizen. She is clearly very bright, 
is fluent in three languages (Eng-
lish, French and Italian) and has an 
encyclopaedic knowledge of entrepre-
neurial markets around the world, not 
to mention the ability to rattle off a 
string of impressive statistics at the 
drop of a hat. 

But what is most striking is her 
obvious passion for entrepreneurial 
businesses. Her eyes light up as 
she talks about them, the way most 
people’s do when they are describing 
their children (of  which, incidentally, 
she has two – plus a grandchild). ‘You 
are operating in and on the business 
rather than as an outside adviser,’ she 
explains. ‘It really is a labour of  love.’

Now, Pinelli holds the illustrious title 
of  EY’s global vice chair of  strategic 
growth markets. But her career was 
not necessarily destined to head in 
that direction. By her own admission, 
she ‘didn’t fall into accounting easily’ 
despite being good at mathematics 
and having strong analytical skills. 
And as a newly qualified accountant, 
she seriously considered leaving 
the world of  practice for a plum 
job in industry because she wanted 
more strategic work and a change 
from audit. In the end, however, she 
heeded the advice of  her mother 
whose philosophy was: ‘Never sell 
the farm in winter’. So instead she 
took on a special assignment that 
involved the acquisition of  a business, 
negotiating the final purchase price 
and helping to create the financing 
behind it. ‘It was one of  the most 
exciting assignments I had been on,’ 
Pinelli recalls. ‘I’m so glad I stayed 

with Ernst & Young. I’ve learned some 
of  the most critical operational and 
process skills that are so important to 
understanding business.’ 

Top of  the ladder
To say that Pinelli hasn’t looked back 
since making that formative decision is 
an understatement. She has notched 
up 26 years with EY and that special 
assignment was the first rung on a 
career ladder that has taken her to the 
top of  the advisory world for high-
growth businesses. Over the years, she 
has helped entrepreneurs to expand 
internationally, undertake capital 
transactions and carry out initial public 
offerings in Canada, China, the UK 
and the US. She was made partner in 
1997, less than 10 years after joining, 
and in 2006 left Canada to take up the 
role of  EY’s Americas leader – strategic 

growth markets, based in New York. 
Here, she had responsibility for the 
firm’s North American, South American 
and Israeli entrepreneurial practices, 
a role she describes as ‘working with 
tomorrow’s market leaders today’. 
Since 2011, she has been based in 
London with a global remit. 

The turnover among the constituents 
of  the indices listing the world’s most 
valuable companies is surprisingly high. 
More than 55% of  the global Forbes 
2000 list (the pre-eminent ranking of  
the world’s biggest public companies) 
turns over every five years while the 
FTSE 350 has turned over 50% since 
2008 and in Bombay the top public 
companies turn over at a rate in excess 
of  90%. ‘The market leaders of  today 

are not the leaders of  tomorrow and 
change is inevitable,’ observes Pinelli. 
EY’s strategic growth markets practice 
is focused on working with new entrants 
to indexes around the world before they 
become market leaders. Many of  the 
internet giants that feature in Fortune 
magazine’s Most Admired companies 
list are clients that the firm has 
nurtured to date. 

Working with entrepreneurial 
companies, often in emerging markets, 
sounds pretty exciting (and it generally 
is) but it is also a challenge. ‘We have 
to think globally and act locally,’ says 
Pinelli. ‘We can’t lose sight of  the fact 
that our business is done every day 
on the ground in communities, with 
people and with clients.’ 

Entrepreneurs also face myriad 
challenges themselves, as Pinelli 
points out. They want to maintain their 

entrepreneurial spirit and innovation 
while sustaining their growth and 
building processes, infrastructure and 
controls to support that growth. Then 
there are the questions of  where and 
how to grow ‘because the choices 
are abundant’. She cites access to 
capital and the right use of  capital 
as particular issues in the current 
economic climate. Then there is the 
search for talent – people who will 
bring with them industry expertise and 
the ability to take innovative ideas and 
turn them into actionable services and 
products. 

Cultural sensitivity
Entrepreneurs from developed 
markets also have plenty of  hurdles 

‘I’M SO GLAD I STAYED WITH ERNST & YOUNG. I’VE
LEARNED SOME OF THE MOST CRITICAL SKILLS THAT
ARE SO IMPORTANT TO UNDERSTANDING BUSINESS’
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The CV
2011

Appointed global vice chair of 
strategic growth markets at EY, 
based in London.

2006
Moved to New York to take up the 
role of Americas leader – strategic 
growth markets.

1997
Made a partner in the Canadian 
practice of Ernst & Young (Worked in 
Hamilton, Toronto and Vancouver).

1986
Joined Clarkson Gordon, an Ernst & 
Young predecessor firm, in Hamilton, 
Ontario after studying commerce and 
French at McMaster University. 

to jump when looking to expand their 
businesses into the developed world. 
‘It’s naïve to think a Western company 
can just drop into an emerging market 
and teach it about the Western way 
to be successful,’ observes Pinelli. 
‘Everything from research and 
development, to customer insight, 
to the business model has to be 
developed with a local lens.’ She 
believes that Western entrepreneurs 
have plenty to learn from their peers 
in the developing world, not least 
techniques for delivering products 
and services to the masses at a low 
price. ‘How they innovate is different,’ 
she says. ‘It’s a concept we call frugal 
innovation.’

And expansion into new markets 
doesn’t just work in one direction. 
‘Emerging markets are coming into 
developed markets and taking over,’ 
says Pinelli. ‘Already we are seeing 
the influence of  the emerging market 
buyer in the big brands now.’ She says 
the countries to watch in future are 
the BRIC economies of  Brazil, Russia, 
India and China, as well as the next 
tier of  emerging markets including 
Indonesia, Vietnam, Thailand and 

EY commits more than US$100m 
annually to entrepreneurship. ‘We 
are committed to advising, guiding 
and recognising the world’s best 
entrepreneurs,’ says Pinelli, ‘because 
they use their fresh thinking and hard 
work to create positive social change – 
bringing new concepts and products to 
market, and creating jobs and wealth.’

In 2008, Pinelli founded EY’s 
Entrepreneurial Winning Women 
programme after noticing that few 
women ever featured in Entrepreneur 
Of  The Year. A keen advocate of  
encouraging women to achieve in 
business (on a personal level, she 
supports quotas to get more women 
onto company boards), she’s surprised 
that it took her many years to get 
round to it. ‘I don’t know what took me 
so long,’ she reflects now.

Drive, determination, passion
Female entrepreneurs tend to have 
drive, determination, passion and 

Turkey, which are showing excellent 
growth projections. ‘Africa is a very hot 
market,’ she points out. ‘Seven African 
countries are among the 10 fastest-
growing economies.’

Turning to the business sectors 
that are set to perform best over 
the next decade, Pinelli says: ‘We 
are very bullish on real estate and 
infrastructure. In the developed 
economies, we are seeing those 
markets come back. We are also 
bullish on healthcare and the need 
for more innovative services.’ She 
points out that retirement facilities are 
set to become big business in China 
where the one-child policy means 
that families can no longer take care 
of  ailing parents. She also says that 
technology is important because it will 
drive innovation in financial services 
and mobile, while clean technology and 
sustainability will impact on energies.

Pinelli oversees EY’s prestigious 
Entrepreneur Of  The Year programme, 
which was established in 1986 to 
celebrate successful entrepreneurs, 
so that they could share their stories, 
inspire others and receive the 
recognition they deserve. Globally, 

44 Practice



The tips
*‘Always keep a positive 
attitude. Fear, uncertainty and 
doubt can kill your spirit.’

*‘Have a passion for what you 
do, but never let perfect get in the 
way of great.’

*‘If you’re an entrepreneur, 
have a plan but know that plan will 
change. Make sure that innovation 
is at the core of everything you do 
so that you can differentiate.’

*‘If your business fails, try 
again because it’s important to fail. 
Most people don’t make it on their 
first try.’

*‘Surround yourself with the 
right mentors. When choosing 
advisers, make sure that they can 
understand your plan.’

The basics
ENTREPRENEURS 
AND EY  

*In 2012, EY’s international 
network enjoyed combined revenues 
of US$24.4bn and employed over 
167,000 people around the world.

*In 2012, the firm launched its 
Global Centre for Entrepreneurship 
and Innovation.

*It has committed US$100m 
annually to helping entrepreneurs.

*The Entrepreneur of the Year 
programme is held in more than 
140 cities and over 50 countries 
worldwide. The awards cover 94% of 
the global economy.

vision, notes Pinelli. They are also 
more willing than men to give up the 
economic comfort of  certainty to 
aspire to something uncertain. ‘Women 
entrepreneurs do very well. They tend to 
pay down debt quicker, hire more and, 
according to some early research, be 
more transparent,’ she adds. By 2028, 
women will control around 75% of  
discretionary spend worldwide and they 
already own approximately a third of  all 
businesses in the world, nearly half  of  
which are in developing markets. 

Over the next decade, the impact 
of  women on the global economy (as 
producers, entrepreneurs, employees 
and consumers) will be at least 
as significant as that of  the huge 
populations of  China and India, if  
not more so. Tapping into women’s 
economic potential would be the 
equivalent of  having an extra billion 
individuals in business and in the 
workforce, contributing to the global 
economy and stimulating growth, 
Pinelli explains.

But the challenge for women comes 
with building scale. ‘They don’t think 
big,’ Pinelli observes. ‘And they need 
to think big. They need to work on the 
business, not in the business. That’s a 
key mind shift.’

Entrepreneurial Winning Women 
is now in its sixth year. Through the 
programme, EY identifies a select 
group of  female entrepreneurs with 
established, successful businesses 
and clear potential to scale – and then 
helps them to do it. ‘Women who have 
been part of  our programme have 
grown their sales by an average of  50% 
a year,’ Pinelli reveals with obvious 
satisfaction. ‘By providing the right 
information, networks and guidance, 
we’re able to help these talented 
women access mentors, networks and 
capital. If  women started businesses 
with the same capital as men, we 
would have six million more jobs in 
the US alone.’ She continues: ‘We’ve 
had some phenomenal stories. We’ve 

had scientists and women in trucking, 
hazardous waste, energy and consumer 
products.’ 

Pinelli is a keen user of  social media 
and has over 1,000 followers on Twitter. 
She describes the site as her main 
‘source of  news’. ‘I love the fact that 
I can get my news in 140 characters,’ 
she says. ‘It’s good for my breadth of  
knowledge.’ Her advice for other users 
is to ‘communicate something that’s 
worth communicating about’. 

Meanwhile, there’s no doubt that 
Pinelli herself  has plenty to say. In 
fact, she’s a fountain of  knowledge on 
entrepreneurs and owners of  high-
growth businesses would probably 
struggle to find a more passionate 
adviser. 

‘Someone once said to me that you 
can make a difference just by how you 
show up,’ she reflects. And you can’t 
help getting the feeling that Maria 

‘WOMEN TEND TO PAY
DOWN DEBT QUICKER,
HIRE MORE AND,
ACCORDING TO SOME
EARLY RESEARCH, BE
MORE TRANSPARENT’

Pinelli is a woman who has made a big 
difference over the years.

Sally Percy, journalist
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SINGAPORE

ACCA SIGNS LOI
ACCA, the Institute 
of  Certified Public 
Accountants of  Singapore 
(ICPAS) and the Singapore 
Accountancy Commission 
(SAC) signed a Letter of  
Intent (LOI) on 25 April to 
explore routes to reciprocal 
membership between 
the members of  ACCA 
and ICPAS, a designated 
entity appointed under the 
Singapore Accountancy 
Commission Act to confer 
the new professional 
designation, Chartered 
Accountant of  Singapore, 
on behalf  of  SAC.  

CPA AUSTRALIA SIGNS LOI 
CPA Australia, ICPAS and the 
SAC signed an LOI to explore 
a reciprocity agreement for 
the two accountancy bodies 
on 24 April. The agreement 
sets out the framework for 
members of  one body to 
join the other.

ACRA RE-ELECTED TO IFIAR
The Accounting and 
Corporate Regulatory 
Authority (ACRA) was 
elected to a second four-
year term on the advisory 
council of  the International 
Forum of  Independent Audit 
Regulators (IFIAR) on 15 
April. ACRA joins existing 
council members from 
Canada and Abu Dhabi, 
and new members from 
Australia, France, the UK 
and Sri Lanka.

PRACTICE BULLETIN ISSUED
ACRA has issued Audit 
Practice Bulletin No. 
2 of  2013 on Auditor 

Independence – Serving as 
an Officer or Director on the 
Board of Assurance Clients. 

This bulletin highlights 
some of  the issues that 
ACRA has dealt with and 
focuses on the topic of  
serving as an officer or 
director on the board 
of  assurance clients. It 
serves to remind all public 
accountants and accounting 
entities of  the need to strictly 
observe the requirements 
of  the Code of  Professional 
Conduct and Ethics for 
Public Accountants and 
Accounting Entities and the 
Companies Act. 

www.acra.gov.sg

FORUM REVIEW COMPLETE
The Global Forum has 
completed its peer review of  
Singapore’s implementation 
of  the internationally agreed 
standard for exchange of  
information for tax purposes 
(‘EOI standard’). Singapore 
Phase 1 and Phase 2 peer 
review reports were adopted 
by the Global Forum on 1 
June 2011 and 2 April 2013 
respectively. The review 
comprehensively examined 
whether Singapore’s legal 
and regulatory framework 
for transparency and 
exchange of  information, 
as well as the practical 
implementation, adhered 
to the EOI Standard. The 
Forum has affirmed that 
Singapore’s exchange of  
information regime is in 
line with the internationally 
agreed standard. More at 
www.iras.gov.sg

Joseph Alfred, head of 
policy and technical, 
ACCA Singapore 

HONG KONG

RULES CONSULTATION OPENS
The Stock Exchange of  
Hong Kong has recently 
released a consultation on 
proposed changes to the 
listing rules on connected 
transactions, mainly to seek 
views on the following:

* introducing further 
exemptions for connected 
persons at the subsidiary 
level;

* refining the definition 
of  connected person to 
exclude certain persons 
who are unlikely to control 
or exert significant 
influence over the issuer;

* Clarifying that the 
deeming provision will 
cover a shadow director 
or de facto controlling 
shareholder of  the 
issuer and any person 
who is accustomed to 
acting according to a 
connected person’s 
directions or instructions;

* excluding certain 
transactions involving 
the issuer group buying 
or selling interests in 
target companies from 
or to third parties where 
the risk of  abuse by the 
controller(s) is limited;

* removing the 1% cap on 
transaction value which 
is now a condition for 
exempting the provision 
or receipt of  consumer 
goods or services;

* introducing exemptions 
for provision of  
indemnities to directors 
against liabilities 
incurred in the course of  
performing their duties;

* revising the requirements 

for transfer, non-exercise 
or termination of  options;

* making minor 
amendments to the 
regulatory framework; and

* clarifying the 
requirements relating 
to independent board 
committees’ opinions.

The submission is due on 
26 June 2013. More at 
www.hkex.com.hk. 

Sonia Khao, head of 
technical services, 
ACCA Hong Kong

MALAYSIA

FEES FOR PAYMENTS CHANGED
On 20 March 2013, Bank 
Negara Malaysia announced 
a new pricing strategy for 
payment services. Effective 
from 2 May 2013, the fee 
for Interbank GIRO (IBG) 
transactions performed 
online via internet and 
mobile banking will be 10 
sen. The charge for cheques 
will be progressively 
increased to reflect its 
production cost, currently 
at RM3.00. A period of  one 
year is given for the general 
public and businesses to 
familiarise with, adjust and 
migrate. 

Effective from 1 April 
2014, banks will charge a 
cheque-processing fee of  
50 sen on the issuer of  the 
cheque, in addition to the 
existing stamp duty of  15 
sen per cheque leaf. 

Visit www.bnm.gov.my

Vilashini Ganespathy, 
head of professional 
development and technical, 
ACCA Malaysia 
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The International Accounting 
Standards Board (IASB) has published 
a proposal for a new accounting model 
for impairment of financial assets. 
The exposure draft (ED), Financial 
Instruments: Expected Credit Losses, 
contains a revised approach regarding 
the impairment of financial assets.  

Currently IAS 39, Financial 
Instruments: Recognition and 
Measurement, states that a financial 
instrument is impaired and impairment 
losses are incurred if  a loss event 
occurred and this loss event had a 
reliably measurable impact on the 
future cashflows. This is often called 
the ‘incurred loss’ approach. In the ED 
published in March 2013, the IASB 
proposes a model where credit losses 
are no longer recognised when incurred 
but rather, are recognised on the basis 
of  expected credit losses on financial 
assets and on commitments to extend 
credit which are based on current 
estimates of  expected shortfalls in 
contractual cashflows as at the 
reporting date. 

In 2009, the IASB published an ED 
that proposed adjusting for expected 
credit losses through adjusting the 
effective interest rate of  a financial 
instrument. The basis for this model 
was that expected credit losses are 
usually priced into the interest rate 
to be charged and should be 
reflected in the yield on the financial 
asset. Changes in credit loss 
expectations were to be recognised 
as incurred as these changes would 

not have been priced into the asset. 
This works conceptually but is a 
little impracticable.

In 2011, the IASB and the US 
Financial Accounting Standards Board 
(FASB) issued a joint supplement which 
proposed removing interest adjustment 
from the recognition of  impairments 
and, since then, the bodies have used 
this approach, which is the basis of  the 
current ED. However, the FASB has 
recently published its own proposed 
model with the key difference with the 
IASB’s proposals being that the FASB 
requires a single measurement model 
for all financial instruments when 
determining the impairment provision. 
This is achieved by entities recognising 

a charge on recognition equal to the 
present value of  lifetime expected 
credit losses. The FASB model does 
retain many of  the jointly developed 
core principles.

Lifetime expected losses
The IASB proposals require the 
recognition of  expected credit losses 
for certain financial assets by creating 
an allowance/provision based on either 
12-month or lifetime expected credit 

losses. This is likely to result in earlier 
recognition of  credit losses, which 
includes not only losses that have 
already been incurred but also 
expected future losses. The ED applies 
to financial assets measured at 
amortised cost and at fair value 
through other comprehensive income 
under IFRS 9, Financial Instruments. 
This includes debt instruments such as 
loans, debt securities and trade 
receivables. Additionally it applies to 
irrevocable loan commitments and 
financial guarantee contracts that are 
not accounted for at fair value through 
profit or loss under IFRS 9 and also 
lease receivables. 

Expected credit losses are defined as 

the expected shortfall in contractual 
cashflows. The estimation of  expected 
credit losses should consider past 
events, current conditions and 
reasonable and supportable forecasts. 
For financial assets, entities would 
recognise a loss allowance whereas for 
commitments to extend credit, a 
provision would be set up to recognise 
expected credit losses.

The principle behind the ED is that 
financial statements should reflect the 

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.  
One hour of learning equates to one unit of CPD
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‘IF CREDIT QUALITY SUBSEQUENTLY IMPROVES AND
THE LIFETIME EXPECTED CREDIT LOSSES CRITERION 
IS NO LONGER MET, THE CREDIT LOSS REVERTS BACK
TO A 12-MONTH EXPECTED CREDIT BASIS’ 

Impairment for financial assets
In a new impairment model for financial assets, the IASB proposes a model where credit 
losses are no longer recognised when incurred. Graham Holt explains

www.accaglobal.com/abcpd


general pattern of  deterioration or 
improvement in the credit quality of  
financial instruments within the scope 
of  the ED. On initial recognition, an 
entity would create a credit loss 
allowance/provision equal to 
12-months’ expected credit losses. 

In subsequent years, this amount 
would be replaced by lifetime expected 
credit losses if  the credit risk 
increased significantly since initial 
recognition. If  the credit quality 
subsequently improves and the 
lifetime expected credit losses 
criterion is no longer met, the credit 
loss reverts back to a 12-month 
expected credit loss basis. The ED 
suggests that financial instruments 
with low credit risk would not meet the 
lifetime expected credit losses 
criterion. Under the proposed model, 
there is a rebuttable presumption that 
lifetime expected losses should be 
provided for if  contractual cashflows 
are 30 days overdue. An entity does 
not recognise lifetime expected credit 
losses for financial instruments that 
are equivalent to ‘investment grade’, 
which means that the asset has a low 
risk of  default.

The impairment amount recognised 
depends on whether or not the 
financial instruments have significantly 
deteriorated since their initial 
recognition. The ED  describes three 
stages:

* Stage 1: Financial instruments 
whose credit quality has not 
significantly deteriorated since their 

initial recognition.

* Stage 2: Financial instruments 
whose credit quality has 
significantly deteriorated since their 
initial recognition.

* Stage 3: Financial instruments for 
which there is objective evidence of  
an impairment as at the reporting 
date.

At stage 1, the impairment 
represents the present value of  
expected credit losses that will result if  
a default occurs in the 12 months after 
the reporting date. In contrast, an 
impairment is recognised for financial 
instruments classified as stage 2 or 3 
at the present value of  expected credit 
shortfalls over their remaining life. The 
ED requires an entity to reduce the 
gross carrying amount of  a financial 
asset in the period in which the entity 
no longer has a reasonable expectation 
of  recovery.

Earlier recognition of  losses
It is anticipated that this model will 
likely result in earlier recognition of  
credit losses compared to the current 
incurred loss model because it requires 
the recognition not only of  credit 
losses that have already occurred, but 
also losses that are expected in the 
future. However, the increase in credit 
loss allowance will vary as entities with 
shorter term and higher-quality 
financial instruments will not suffer any 
significant effects. 

The ED proposes a simplified 
approach for trade receivables. Entities 
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will have an accounting policy choice to 
always measure the impairment at the 
present value of  expected cash 
shortfalls over the remaining life of  the 
receivables instead of  applying the 
two-class model. This will apply to 
trade receivables that do not constitute 

a financing transaction. For long-term 
trade receivables and for lease 
receivables under IAS 17, an entity has 
an accounting policy choice between 
the general model and the model 
applicable for trade receivables. 

In the case of  purchased or 
originated credit-impaired financial 
assets, the ED states that rather than 
apply the two-stage approach, changes 
in lifetime expected credit losses since 
initial recognition are recognised 
directly in profit or loss. 

A credit loss allowance is not 
recognised on initial recognition, as the 
lifetime expected credit losses would 
be reflected in the credit-adjusted 
effective interest rate. A gain could be 
recognised if  there are favourable 
changes in the lifetime expected credit 
losses that are incorporated in the 
credit-adjusted effective interest rate. 
Interest income is calculated using the 

effective interest method on the gross 
carrying amount of  the asset and is a 
separate line item in the income 
statement. When there are credit 
impaired financial assets, interest is 
calculated on the net carrying amount 
after impairment.

Expected credit losses are 
determined using an unbiased and 
probability-weighted approach and 
should reflect the time value of  money. 
The calculation is not a best-case or 
worst-case estimate. The ED sets out 
the specific approaches, which should 
be used to estimate expected credit 
losses, but stresses that the following 
factors should be taken into account: 
A The entity should consider a range 

of  possible outcomes, and the 
probability of  credit losses, even if  
there is low probability. 

B The entity should discount the 
expected credit losses to the 
reporting date using a discount rate 
that is between the risk-free rate 
and the effective interest rate for a 
financial asset, and the risk-free rate 
adjusted for specific risks for a loan 
commitment and financial 
guarantee contract.

C The entity should consider 
information that is reasonably 
available without undue cost and 
effort, including information about 
past events, current conditions, and 
reasonable and supportable 
forecasts of  future events. 

Changing from the incurred loss 
model to an expected credit loss 
model will require significantly more 
judgment when considering 
information related to the past, 
present and future. The entity can 
apply the ED on a collective basis, 
rather than on an individual basis, if  
the financial instruments share the 
same risk characteristics.

The proposed model relies on more 
forward-looking information, which 
means that any losses would be 
accounted for earlier than happens 
under the current rules.

However, there are still technical 
differences between the IASB’s and 
the FASB’s proposals. In spite of  
efforts by both to produce common 
rules, the difference in the proposals 
could lead to material differences in 
the financial statements if  the current 
proposals are adopted. The transition 
costs in implementing the new model 
will be significant, particularly for 
financial institutions.

Graham Holt is an ACCA examiner, 
and associate dean and head of the 
accounting, finance and economics 
department at Manchester Metropolitan 
University Business School

‘INTEREST INCOME IS CALCULATED USING THE
EFFECTIVE INTEREST METHOD ON THE GROSS
CARRYING AMOUNT OF THE ASSET AND IS A
SEPARATE LINE ITEM IN THE INCOME STATEMENT’ 
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Picking up the value points
Taking English football’s big four teams as his example, Dr Tony Grundy explains  
how to explore the value of a new business model by treating it as a value system

ECONOMIC VALUE IS USUALLY CAPTURED WHEN 
CERTAIN CONDITIONS ARE LINED UP, SO YOU HAVE 
TO TAKE A HOLISTIC RATHER THAN A NARROW VIEW 

This third article in our series on 
economic value added (EVA) looks at 
how businesses generate value as a 
system. This takes us much more into 
a more expansive thinking space – one 
where the basic economic principles 
of valuing cashflows are taken as read 
and where the main thing now is to 
use these techniques imaginatively to 
explore the possible value of a novel 
business model.

Entrepreneurs understand how 
economic value is generated as a 
system, but managers and accountants 
alike frequently struggle with the idea. 
For example, in my earlier series of  
articles on strategy, we looked at Virgin 
Galactic, a venture in economy space 
flight. Using the Optopus tool, we 
generated myriad ideas for 
possibilities, implicit in which were a 
large number of  possible value-creating 
activities. Out of  these Richard 
Branson might pick up on things like:

* the venture is a lot more than 
putting bums on seats in space 
– assuming that they could be made 
to stick to them! 

* the obvious strand was the 
additional media-related 
opportunities

* and sponsorship

* together with creating a bigger 
range of  flights and destinations

* with a lot more going on before, 
after and during each flight –
stretching the value over time curve 
(see again my earlier series of  
articles on strategy) 

* with much more refined customer 
segmentation, etc.

So it is quite possible that in 
understanding the latent value of  this 
business model it could be of  an order 
of  magnitude different to what was 
originally envisaged. In this business 
model the whole is truly greater than 
the sum of  the parts. In short, it is a 
system and it is these systemic 
properties that we will now explore.

The business value system
The idea for the business value system 
originally came to me in my doctoral 
research over 20 years ago into the 
linkages between strategy and EVA.  
A chance comment by the then  
director of  corporate strategy at Rolls-
Royce Aeroengines, Simon Hart, on the 
topic of  interdependences was: ‘The 
real money comes when the customer 
says, I will have an aeroplane, I am 
going to take your engine, and I have  

a customer lined up who says he will  
buy 30 aircraft – and all these factors 
line up.’ 

So economic value more often than 
not is captured when certain conditions 
are lined up. This means that when 
looking at the value of  a business, of  a 
project or something more micro, you 

have to take a holistic view and not one 
that is unduly narrow. I gave this the 
motto ‘vision helps value’. Nowhere is 
this truer than in the football industry 
to which we now turn.

Value in the football industry
Around 1994–95 two important things 
happened. First my son James, who 
was then about 11, decided he wanted 
to go to watch Arsenal. I hadn’t been to 
a football stadium for 25 years – when 
I had run on to the pitch at Manchester 
United and a policeman threw me back 
over the wall. So after those years in 
the wilderness, I was reborn – as an 
Arsenal fan.

The second thing was that three of  
my MBA students decided to do a 
project on the football industry. They 
looked at the big teams and only one 
had consciously adopted a strategy: 
Manchester United. The project 
concluded that the new business model 

developed by United had vast potential 
for economic value creation.

At the time United was, in EVA 
terms, still modestly small. Prior to the 
development of  satellite TV, which then 
cornered the major rights to broadcast 
the Premier League, United’s turnover 
was around £10m a year and its profit 

CPD
units on the web

51

www.accaglobal.com/abcpd


£1m; that turnover is around 3% of  
what it is now. 

Recapping on the strategy series, 
Porter’s five competitive forces for the 
football industry look like this:

* buyer power: very low – very 
favourable force

* entry barriers (to the top tier): very 
high – very favourable force

* business rivalry (to acquire fans): 

low – favourable force

* substitutes: very low – very 
favourable force

* suppliers: very high – very 
unfavourable force.

From this we can see that the margin 
environment (at least within the top 
clubs) would be very positive, save for 
the one force of  supplier power – the 
players and their agents. So does that 

matter? Yes, it does – a lot! For that 
power means whenever new revenue is 
created by the clubs, around half  of  it 
seems to fall into the hands of  the 
players in a process that has been 
described as ‘financial diarrhoea’.

There is a very important lesson here 
for EVA: only a single competitive force 
needs to be wrong to act as a major 
drain at the operating profit margin 
(OPM) level and ultimately on EVA.

In my last article I mentioned the 
supermarket price war in the early 
1990s in the UK, foretold in a case 
study published just before this war 
crystallised. New low-cost players like 
Aldi and Netto came in undercutting 
the major players; this had the effect 
of  increasing rivalry and also the 
bargaining power of  buyers – as well as 
reducing entry barriers. The result was 

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.  
One hour of learning equates to one unit of CPD
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  *2011 REVENUES    *BUSINESS VALUE SYSTEM – FOOTBALL CLUBS
According to Deloitte’s Football 
Money League 2012, 2010/11 
revenues of English sides included:
Manchester United         €367m

Arsenal          €251m

Chelsea          €250m

Manchester City         €170m

United’s turnover breakdown was:
Matchday         €120m

TV, etc          €132m

Commercial         €115m

Total          €367m

Match 
performance

Sponsorship

Player 
disposal

Net transfer 
fees

New player 
attraction

Merchandising

Player 
acquisition

Brand

Training
Satellite TV/ 

Pay TV

Gate 
takings

AROUND HALF OF NEW REVENUE SEEMS TO FALL 
INTO THE HANDS OF THE PLAYERS IN A PROCESS 
DESCRIBED AS ‘FINANCIAL DIARRHOEA’

www.accaglobal.com/abcpd


£1bn was wiped off  industry margins 
in a single year.

Now let’s look at the value-creating 
activities of  the Premier League 
football industry, as shown in the 
diagram opposite.

At the centre of  the system is ‘match 
performance’. Without the game itself  
there would be no revenue, full stop. If  
match performance were continually 
bad, then the system would suffer too.

Match performance drives not only 
gate takings (indeed, prior to 1990 
that was about it as far as the model 
went), but also sales of  merchandise, 
which was an engine of  growth 
particularly at United in the 1990s. But 
by the late 1990s satellite TV became 
an even more important source of  
revenue, fuelling the system.

After this wave of  extra revenue in 
the post-2000 period, especially 
towards the end of  the first decade, 
more revenues swept in from 
sponsorship – from stadium naming 
rights (for example, at Arsenal  
and Manchester City) and the like. 
Each time a new wave of  money  
swept in, the players simply got 
wealthier, with wages sometimes over 
£200,000 a week.

Two subsystems are apparent in the 
model shown in the diagram. One is 
the role of  the brand in reinforcing 
revenue generation; the other is the 
subsystem which deals with player 
attraction, acquisition, development 
and disposal. The brand also loops into 
new player attraction.

On the topic of  brands, two other 
clubs now vie with United: Chelsea and 
Manchester City. Both have spent 
hundreds of  millions of  pounds to do 
so. Chelsea has won some key 
trophies, including the 2012 European 
Champions League, putting its brand 
even more on the map. City also 
wrested the Premiership title from 
United on goal difference in 2011/12 
and staked its claim to be a serious 
longer-term rival.

 Interestingly neither of  these clubs 
actually makes any money; in fact, they 
lose it in buckets, all because of  the 
supplier force in Porter’s five forces (as 
explained in my series on strategy) and 
the sheer salaries they are paying. 
Maybe their investment will pay off  in 
the longer term – the see-saw effect 
described in the last article on EVA – or 
maybe it won’t.

Power of  Porter
So while the business value system of  
the top clubs is an interesting model 
commercially, the effects are spoilt by 
just one of  Porter’s forces, combined 
with the desperation of  the City and 
Chelsea owners to win trophies – they 
are billionaires and indulging in what 
seems to be a hobby.

Two of  the top clubs do try – and 
succeed – in making money still: 
Manchester United and Arsenal. 

United was once a plc but after a 
leveraged buyout in 2005 is now very 
much run as a business, albeit with a 
mountain of  debt (reducing by £60m a 

year) and high interest bills. Arsenal is 
also a conservative club and while 
there are overseas investors Arsenal 
has never had the massive influx of  
money that Chelsea and City have. 
While the accountants are happy, on 
the pitch it shows at Arsenal: no 
trophies for seven years, partly 
because of  underinvestment. The 
elements of  the business value system 
are hugely interdependent and affect 
the financing systems too. 

The lessons
Now stepping back a little from this 
industry, we have seen:

* The business value system evolves 
over time.

* This can happen in an emergent way 
or a deliberate way.

* It can be accelerated if  there is an 
appropriate strategic vision.

* This can generate increasing and 
leveraged value added – with one 
area of  value generation playing off  
the other.

* Or it can end up being far too 
dilutive or complicated.

* Potential value creation can get 
destroyed by an adverse set of  
Porter’s five forces. 

In my next article we will do a ‘deep 
dive’ into the business value system by 
looking closer at value and cost drivers.

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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Transfer pricing – the preplanned 
allocation of profits among related 
corporations, possibly in different 
countries and tax jurisdictions – 
is often seen as the preserve of 
multinational entities (MNEs), 
global companies and international 
businesses. But following recent 
developments in Malaysian income 
tax law and administration, the Inland 
Revenue Board of Malaysia (IRB) 
has put small and medium-sized 
enterprises (SMEs) on its radar for tax 
issues related to transfer pricing as 
well. This article discusses the extra 
compliance burden for SMEs and how 
transfer pricing issues may widen 
their tax exposure. 

Legislation and guidelines
In 2009 Malaysia introduced a new 
Section 140A into the Income Tax Act 
1967, specifying that all transactions 
between related companies, including 
financial assistance, must be at ‘arm’s 
length’ (ie at market value). S140A 
covers entities under common control 
by a holding company or controlling 
shareholder, as well as dealings 
between relatives. 

At the time of  its introduction, this 
legislation sat uncomfortably alongside 
Transfer Pricing Guidelines, the IRB’s 
2003 guidelines. Its emphasis on 
cross-border related-party transactions 
reflected the assumption that transfer 
pricing was a problem for MNEs, not 
local SMEs. But in July 2012, a heavily 
updated Transfer Pricing Guidelines 

2012 was released along with the 
statutory order Income Tax (Transfer 
Pricing) Rules 2012. 

Duty to deal at arm’s length
Mostly unheard of  outside the tax 
fraternity, the 2012 guidelines brought 
an overwhelming amount of  technical 
detail. More worryingly, nothing in it 
indicated any exemption for SMEs, 
which must now comply with arm’s-
length rules on transfer pricing. The 
IRB plans to apply the 2012 guidelines 
retrospectively from 2009 – a point of  
major discontent among taxpayers.

Following S140A and the 2012 
guidelines, SMEs must ensure:

* all transactions and financial 
assistance between a Malaysian 
company and its related companies 
are at arm’s length; 

* special transfer pricing 
documentation must be prepared to 
justify, among other things, the 
pricing policy and arm’s-length 
approach adopted.

In the past, SMEs – especially 
family-controlled businesses – have 
generally had a free hand in setting 
prices of  related company transactions, 
unrestrained by arm’s-length 
considerations in what is typically a 

‘right pocket to left pocket’ 
arrangement. Now the pricing of  related 
transactions will be dictated by the 
market and not by SMEs. Transactions 
with related companies that must be 
dealt at arm’s length include:

* supply of  goods and services;

* rental/lease of  assets;

* management fees and/or intra-
group services;

* royalties/licence fees/payments for 
use of  intangible assets

* research and development;

* corporate guarantee and 
guarantee fees;

* loans/advances and interest charges.

Difficulties
In practice, setting an arm’s-length 
price for related company transactions 
is difficult. While an arm’s-length price 

can be clumsily equated with the 
market value of  a comparable product 
or service, the proper determination of  
arm’s length is as much about finding 
differences as similarities. Under the 
2012 guidelines, a company should 
not only locate a similar comparable 
but also identify distinguishing features 
to make price corrections based on 
functions performed, risks assumed, 
assets employed, prevailing economic 

SMEs MAY BE COMPELLED TO CONSIDER 
REORGANISING INTERCOMPANY LOANS OR EVEN 
TO RESTRUCTURE THEIR BUSINESS UNITS

The arm’s-length complication
Kenneth Yong outlines the requirements of the new retrospective guidelines  
on transfer pricing, which are raising concerns in the SME community
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circumstances, business strategies 
adopted and specific terms of  the 
related transaction. 

Surrounding this jargon is the 
unspoken echo that no two transactions 
are likely to be identical. ‘Market value’ 
cannot be reckoned from gut-feel but 
must be methodically derived within the 
framework of  the guidelines. 

 
Interest-free loans
Consider intercompany loans and 
advances – one of  the most common 
forms of  related company transactions 
among SMEs in Malaysia. Traditionally, 
advances between related companies 
have mostly been interest free. Under 
S140A and the new guidelines, 
all financial assistance, including 
advances to related companies 
(holding company and subsidiaries), 
must now carry a rate of  interest that 
is decidedly arm’s length. 

That rate will be set by scrutinising 
(and documenting) the borrower’s risk 
characteristics, nature/type of  loan, 
fixed/floating rates, duration, purpose, 
collateral and other criteria that are 
listed in the guidelines. This applies 
equally to loans, interest-bearing trade 
credit, advances or debt, and provision 
of  any security or guarantee. 

Furthermore, local companies that 
act as corporate guarantors for other 
related companies must now charge a 
guarantee fee based on market rate 
– another unfamiliar practice for SMEs.

Since charging interest opens up 
other problems of  tax deductibility 

(such as interest restriction and 
capitalisation of  interest), SMEs may 
also find their tax exposures 
unexpectedly increased, compelling 
them to consider reorganising 
intercompany loans or even to 
restructure their business units to avert 
such adverse tax consequences.

The laws governing taxation of  interest 
income may also place the IRB in an 
ironic stalemate. Wan Chee Khei, a 
transfer pricing specialist and executive 
director from Advent Consulting Group, 
says: ‘The taxing provision of  interest 
income under Section 27 is on a receipt 
basis, and not an accrual basis. This 
means any interest that is imputed 
by the IRB on the lender (interest income 
recipient) under Section 140A may not 
give rise to additional tax collection until 
the interest income has been received – 
an impossible prospect if  the related 
parties never intended to charge (or pay) 
any interest in the first place.’

Documentation
SMEs may be mistaken in assuming 
that a set of  properly kept accounting 
records (invoices, bills, payment 
vouchers, ledgers, etc) is good enough 
for transfer pricing purposes. The 
guidelines devote more than 16 
pages to describing the required 
documentation: a dedicated transfer 
pricing document must be prepared 
to justify the arm’s-length price 
adopted for all related transactions, 
including the rate of  interest for 
financial assistance.

A full set of  transfer pricing 
documentation can exceed 50 pages 
– a subtle hint of  the underlying 
difficulties and required effort in its 
production – and must be tailored to 
the specific requirements of  
each company. That can represent an 
overwhelming compliance burden, 
especially for SMEs.

This is why the guidelines add that 
full-set contemporaneous transfer 
pricing documentation need only be 
prepared (and updated) if  either of  the 
following thresholds are met:

*the business (company) has a gross 
income above RM25m and the total 
amount of  related party 
transactions exceeds RM15m;

* the company provides financial 
assistance exceeding RM50m 
(financial institutions not included). 

Many SMEs will feel relief  at these 
relatively high cut-off  levels which 
seem geared towards MNEs or 
local conglomerates. However, if  
SMEs below these thresholds don’t 
prepare full-set documentation, then 
they must produce an abbreviated 
set, covering key areas such as the 
organisational structure, controlled 
transactions and pricing policies (the 
latter can still present difficulties in the 
documentation process). 

One small consolation is that 
companies falling outside the 
thresholds are given the flexibility to 
justify the arm’s-length price using 
any method, provided that it best 
approximates an arm’s-length outcome. 
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Practical view
Wan says: ‘The move by the IRB to 
set a minimum threshold for value 
of  the related-party transactions for 
full compliance with the TP (transfer 
pricing) documentation is very well 
appreciated, especially by SMEs where 
related-party transactions are normally 
of  more moderate quantum. This 
would undoubtedly reduce the cost of  
compliance by the SME.

‘However, such relaxation has not 
extended to exempting SMEs from 
proving arm’s-length prices in related-
party transactions. In short, the onus 
of  proof  still falls squarely on the SME 
to demonstrate that its TP is at arm’s 
length in any TP audit, even though 
SMEs have the option to keep minimal 
documentation only.

‘In practice it is almost impossible to 
prove arm’s-length pricing when full TP 
documentation is not kept. This will 
leave SMEs in an exposed situation as 
they struggle with the uncertainty of  
whether the minimal TP documentation 
would hold up against the IRB’s 
challenge in a TP audit.’

A way out?
Para 3.3 of  the guidelines states: 
‘The Guidelines need not apply to 
transactions between persons who 
are both assessable and chargeable 
to tax in Malaysia and where it can 
be proven that any adjustments 
made under the Guidelines will not 
alter the total tax payable or suffered 
by both persons.’

At first glance, SMEs with purely 
local related-party transactions in a 
situation of  ‘right hand pays tax, left 
hand claims deduction’ may be exempt 
from the guidelines (and therefore, by 
extension, from documentation). 
However, there are numerous situations 
that, on deeper scrutiny, can disqualify 
this exemption.

Potential scenarios
The total tax payable of  two persons 
can be altered when different tax rates 
or different tax treatments apply.

The following situations give rise to 
transfer pricing potential because of  
different tax rates:

* a ‘normal’ local company dealing 

with a local company enjoying tax 
incentives (eg pioneer status);

* a local company dealing with an 
overseas company;

* a profitable local company dealing 
with a local company having 
unabsorbed capital allowances/
losses;

* a local company in the 20% tax 
band dealing with a local company 
in the 25% tax band;

* a local company dealing with a 
related sole proprietorship/
partnership (taxed at up to 26%).

The situations that can cause 
asymmetric tax exposures (where 
one related party suffers tax but the 
other related party does not enjoy 
deduction) include:

* interest restriction (leakage in 
deduction);

* capitalisation of  interest (deferred 
deduction);

* non-deduction of  certain expenses;

* capital expenditure (sale of  trading 
stock vs buying of  fixed asset).

Clearly, there are various situations 
which violate the ‘right hand pays tax, 
left hand claims deduction’ scenario 
where the total tax payable of  two 
persons can be altered, and so requires 
an SME to follow the guidelines. 

More importantly, SMEs must realise 
that applying arm’s-length pricing may 
bring additional taxes to the group as a 
whole due to the asymmetric tax 
exposures above.

Tax audits
The IRB enforces arm’s-length pricing 
through tax audits, at which point 
taxpayers may be required to submit 
transfer pricing documentation within 
30 days. Mispricing can be discovered 
through a dedicated transfer pricing 
audit or a regular tax audit. 

A dedicated transfer pricing audit is 
carried out by the IRB multinational tax 
department (head office in Cyberjaya), 
which specialises in examining transfer 
pricing practices of  MNEs. Regular tax 
audits, on the other hand, are 
performed by IRB branch offices and 
carried out periodically on all taxpayers. 

While regular tax audits normally 
confine their field of  search to income 
and expense items, in recent times 

they have also raised transfer pricing 
issues, especially if  there are no other 
issues to pick on. One possible modus 
operandi of  regular tax audits is to 
identify debtors/creditors with names 
resembling the target company (eg ABC 
Manufacturing, ABC Distribution, ABC 
Trading) and testing the sales/purchase 
price against equivalent third-party 
transactions to quantify the mispricing.

Tax penalty
If  the IRB discovers that related-party 
transactions are not at arm’s length, 
it will adjust the tax computation to 
reflect the mispricing. 

According to the guidelines, if  no 
contemporaneous transfer pricing 
documentation was prepared, the 
penalty rate is 35% on the additional 
tax. If  contemporaneous transfer 
pricing documentation was prepared 
but not according to the IRB’s 
requirements, the penalty rate is 25%.

SME taxpayers below the threshold 
(and so exempt from preparing full-set 
contemporaneous transfer pricing 
documentation) may still be subject to 
a 25% penalty on any tax adjustments 
relating to transfer pricing. Yet this 
25% penalty is inconsistent with the 
minimum penalty of  45% prescribed 
under the tax audit framework and may 
spark discontent should the IRB 
choose to enforce the higher rate.

SMEs should not underrate the 
quantitative impact of  transfer pricing 
adjustments. Transfer pricing audits 
often target sales and purchases 
(arguably two of  the largest items on 
any income statement) so that even a 
modest percentage adjustment to the 
transfer price can yield large tax 
consequences and penalties. 

Conclusion
SMEs, especially those with sizeable 
intercompany advances and related-
company transactions, must ensure 
proper compliance with the arm’s-
length principle and prepare necessary 
documentation to justify their pricing 
and interest rate policy. 

Kenneth Yong FCCA is a practising 
accountant based in Kuala Lumpur. 
Email: kennethyong.main@gmail.com 
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We’re constantly improving our 
member resources to bring relevant 
solutions to your development needs.  

Our CPD hub, My Development, 
brings a range of  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.

Here we talk to some ACCA members 
about their experiences of  e-learning 
and My Development courses.

Cris Blanco FCCA
Blanco is a director – internal audit 
at COCESNA in Honduras and used 
e-learning last year to improve his 
knowledge in specific areas as well as 
for CPD units. 

What are the benefits of e-learning?
‘For me, the main benefit with all 
e-learning is convenience – being 
able to access study materials and 
presentations at the best time for you 
without the need to travel, or be away 
from work or family for any length of  
time. You can also study at your own 
pace and gain new information which 
will improve the quality of  your work. 
If  you are committed to learning, and 
hunger for new knowledge, then you 
can easily get the information and 
understanding you need through an 
e-learning course. 

‘I find e-learning to be a much more 
cost-effective way to keep abreast of  
new developments. The presenters are 
mainly experts in their field, and the 
materials and recordings are also often 
available after the presentations.’ 

Maryam Morounkeji Maadan 
ACCA
Maadan works at the Central Bank of  
Nigeria as assistant manager in the 

macroprudential and trend analysis 
division of  the financial policy and 
regulation department. The range of  
topics offered through My Development 
allow her to enjoy a varied learning 
experience while meeting her 
development needs.

What courses have you taken?
‘I have taken e-learning courses on 
International Financial Reporting 
Standards, which were open to ACCA 
members following the unit route for 
their CPD. I’ve also viewed related 
ACCA webcasts even though I was 
unable to see them live due to my  
work schedule. 

‘I’m also making use of  e-learning 
materials on financial risk management 
provided by Kesdee and I’m planning 
to enrol on two accountingcpd.net 
courses, one on grammar and effective 
writing for accountants, and the other 
on communicating complex ideas.’ 

Lamin N’jai FCCA
N’jai is a finance officer at a leading 
international health financing 
institution in Geneva, Switzerland, 
focusing on grants to tackle HIV/
AIDS, malaria and TB. The demands of  
his job make it impossible for him to 
attend classroom-based CPD courses. 

What should ACCA members consider 
when choosing e-learning?
‘As a gentle introduction to e-learning, 
read the CPD articles in the digital 
edition of  Accounting and Business. 
Even though these count for only a few 
CPD units they give you a taste of  what 
e-learning is all about. Then go to one 
of  the main e-learning providers who 
offer a range of  cost-effective courses.’ 

A final word?
Blanco: ‘It does not matter if  you are 
at home, at work or travelling – all you 
really need is access to the e-learning 
site, the chance to focus and listen, 
and the ability to take notes.’

Maadan: ‘E-learning has been very 
successful for me and I would advise 
other members new to e-learning 
to consider using it because of  the 
benefits it offers, especially in terms of  
convenience.’

N’jai: ‘I would advise members to look 
for courses which give you the chance 
to access archived learning materials 
or retrieve sessions to review at a later 
date, as this is a valuable benefit.’

Why not give My Development a try?  
Visit www.accaglobal.com/CPD

E-learning is flexi-learning 
Undertaking e-learning via the My Development CPD hub is a flexible, convenient and 
cost-effective way to gain knowledge, as ACCA members who’ve done so can testify

 LOOKING FOR A NEW JOB?
www.accacareers.com/malaysia

Cris Blanco Maryam Morounkeji Maadan Lamin N’jai
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A good MBA 
improves your 
business network
‘ This MBA improved my confidence in my ability and 
made me re-think how the work I present is received in 
the business world. It taught me that the story behind 
the numbers you produce is just as important to senior 
management as the numbers themselves. And studying 
online was a very efficient way of learning while I was  
holding down a full-time job.’

Richard Waring
finance manager – strategic support, O2
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Framework for the future
[Datuk Zaiton Mohd Hassan calls on ACCA members to 

participate in shaping tomorrow’s corporate reporting model

This is without doubt an exciting time in the development of integrated 
reporting (IR), an initiative spearheaded by the International Integrated 
Reporting Council (IIRC). A consultation draft of the International 
Integrated Reporting Framework is inviting organisations to respond by 
15 July to ensure that it reflects the needs of the increasingly complex 
and demanding global market. 

The IIRC is a global coalition of  regulators, investors, companies, 
standard setters, the accounting profession and non-governmental 
organisations. Together, this coalition shares the view that 
communication about businesses’ value creation should be the next 
step in the evolution of  corporate reporting. More than 80 global 
businesses and 50 institutional investors are directly involved in the 
IIRC’s work. This includes some of  the world’s most iconic brands such 
as Coca-Cola, Microsoft, Tata and Unilever. However, in Asia including 
Malaysia, the concept of  IR is still little understood.  

To understand why, we first need to be familiar with what integrated 
reporting actually means. IR is designed to bring together all the material 
information about an organisation’s strategy, governance, performance 
and prospects so that it reflects the commercial, environmental and social 
contexts in which the business works. It is also hoped that IR will bring 
about a more integrated approach to performance at the board level, to 
drive consistency between internal decision making and external reporting. 

An integrated report is a concise communication about how an 
organisation’s strategy, governance, performance and prospects lead to the 
creation of  value over the short, medium and long term, as well as promote 
integrated thinking and the breakdown of  silos within the business. Denmark 
was the first country in the world to require its largest companies to report 
on non-financial information in annual financial reports; a number of  other 
European countries are also considering requiring companies to report 
on non-financial information. In the wake of  the economic downturn, the 
limitations of  financial reporting have become more obvious. In other words, 
demand for integrated reporting is therefore likely to increase.

The development of  the IR framework is something that ACCA feels is of  
utmost importance and is actively supporting. This commitment and support 
is reflected in the fact that chief  executive Helen Brand is a member of  the 
IIRC. Furthermore, ACCA’s annual report last year was produced using IR 
principles. ACCA believes that IR provides an opportunity for leadership and 
innovation in the accountancy profession, and it is up to our members to take 
the lead in this discussion. I strongly urge reporting organisations and the 
investor community to participate in the consultation and, more importantly, 
for our members to be active participants in developing a new corporate 
reporting model for the future. 

It is hoped that the international framework that finally emerges really does 
deliver valuable and comprehensive information reflecting an organisation’s 
true accountability. 

Datuk Zaiton Mohd Hassan is president of the ACCA Malaysia  
Advisory Committee
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The unique financial skills of chief 
financial officers are increasingly 
sought to fill senior management and 
board roles such as chief executive 
officers, chief operating officers, non-
executive directors and not-for-profit 
trustees. But despite the demand for 
their skill sets, CFOs are not flocking 
to these senior positions, according to 
a recent study by Ernst & Young. 

Speaking at the second instalment 
of  ACCA Malaysia’s CFO breakfast talk 
series in March 2013, Azwan 
Baharuddin, partner and markets 
leader of  EY Malaysia, said most CFOs 
see their roles as career destinations 
and not a staging post to the top job.

Slow churn
Based on EY’s CFO and beyond survey, 
which was conducted by the Economist 
Intelligence Unit, Baharuddin revealed 
that only 38% of  347 large-company 
CFOs had moved on to another role in 
the previous 10 years.

Of  those who had moved on, said 
Baharuddin, ‘12% became CEOs, 4% 
took up chairman roles, 3% were 
chairmen and CEOs, 3% COOs, and 
16% regional or divisional managing 
directors, and/or chief  information 
officers and deputy CEOs.’

Baharuddin acknowledged that CFOs 
traditionally did not move out of  their 
comfort zones but added that that was 
starting to change. 

Citing the same survey, he said that 
79% of  CFOs agree that their financial 
expertise makes them more in demand 
for corporate boards.

‘The number of  serving CFOs in the 
world’s largest companies holding a 
non-executive role has increased from 
36% to 46% over the past decade,’ he 
said. ‘And 67% of  CFOs surveyed have 
taken on, and/or would be willing to 
take on, part-time, voluntary or 
non-executive roles in addition to their 
current CFO position.’ 

Baharuddin said the rise in CFOs 
taking on non-executive roles is most 
marked among those under 50 years 
old. ‘As for not-for-profit destinations, 
the most popular, given the different 

CFOs START TO LEAVE COMFORT ZONE

part-time, non-executive or voluntary 
roles, is trustee or board member of  a 
charity or cultural institution.’

Other role rationales
He said that the top three reasons 
CFOs gave for being more willing to 
take on other post-CFO roles include 
their broadening range of  skills 
and experience, using the skills and 
experience they had gained as a CFO in 
other roles, and the desire to lead an 
organisation in another role.

Baharuddin said the top three skills 
needed for a CFO to transition to a 
board or CEO role are: 

* the ability to ensure that business 
decisions are grounded in sound 
financial criteria; 

* the ability to represent the 
organisation’s progress on strategic 
goals to external stakeholders;

* developing and defining the overall 
strategy for the organisation.

He said the survey also revealed the 
eight steps required for a CFO to 
prepare for board placement are:

* developing a coherent CV;

* taking a role outside finance;

* building networks;

* developing a personal profile;

* gaining international experience;

* building relationships across 
businesses;

* not being confined to HQ only;

* starting to plan your path to the top 
position early.

Analytics help CFOs
Shridar Jayakumar, programme 
director for business analytics at 
Oracle Applications Asia Pacific, said 
CFOs face several key challenges 
today, including consumer demand, 
globalisation, and the global financial 
crises that have caused instability in 
markets. ‘These things are on your 

minds and take up your time as CFO,’ 
he said. ‘But there is demand to extend 
the CFO’s role from traditional finance 
areas, dealing with closing the books 
to a more business role, not just being 
a guardian of  financial information 
but one that helps the business with 
strategic decisions.’

Jayakumar acknowledged that the 
CFO’s role is changing away from a 
stability-focused role of  risk 
management, control, audit and 
towards a more agile focus on helping 
CEOs drive business strategies and 
their agenda as well.

Conceding that dealing with the day 
job and also becoming more 
transformative and strategic is a bit of  
a leap for the CFO, Shridar suggested 

‘THERE IS A DEMAND FOR CFOs NOT JUST TO BE A 
GUARDIAN OF FINANCIAL INFORMATION BUT TO 
HELP THE BUSINESS WITH STRATEGIC DECISIONS’
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01  Azwan Baharuddin: rise in CFOs taking on non-executive roles is most 
marked among those under 50 years old 

02Left to right: panel moderator Devanesan Evanson, past president of  the 
ACCA Malaysia Advisory Committee, with panellists Dato’ Lukman Ibrahim, 

Azwan Baharuddin, James Maclaurin and Shridar Jayakumar

they know what the answer is: CFOs 
are not responsible for achieving the 
numbers, only reporting them.’

Concurring, Dato’ Lukman Ibrahim, 
deputy chief  executive officer of  Proton 
Holdings, added that CFOs should not 
be practising creative accounting. He 
said: ‘If  a CFO talks about creative 
accounting, more expectation may be 
created in the mind of  the CEO.’ He 
warned that CFOs who went down that 
road could end up being victims of  
their own creativity.

Baharuddin noted that the CFO is a 
trusted adviser to the CEO and the 
reality is that everything is about 
integrity. ‘In whatever we do, if  there  
is integrity you will have no issues,  
and this should be your compass in 
making decisions.’

Concluding the panel session, 
Jayakumar said: ‘Lack of  systems and 
controls help people fudge numbers; in 
some countries especially, there is a 
lack of  transparency. This is where 
technology can help as having a 
solution to track figures removes the 
element of  inconsistency and takes 
away the ability to decide arbitrarily.’

Edwin Yapp, journalist 

that technology, in particular business 
analytics, can help.

‘Data and analytics have a huge role 
in helping the CFO,’ he explained. ‘But 
while top management realises that 
data has a huge role to play in 
addressing market concerns and 
helping drive revenue growth, the 
potential is not being fulfilled.’

Jayakumar said many CFOs have a 
lot of  data at their fingertips but need 
to turn it into valued, actionable 
insights – transforming data into 
something valuable, which can be used 
intelligently. ‘Business analytics can 
help CFOs get better insights so that 
they can get a single version of  truth 
from the business. This includes not 
only financial but non-financial 
information as well.’ 

At a discussion panel session 
following the keynote speeches, James 
Maclaurin, group CFO for Axiata Group, 
said the CFO’s ‘double-headed’ role is 

increasingly complex. The CFO has a 
duty to manage corporate governance 
while representing the company and its 
financial health to the board and the 
shareholders, but is also a facilitator of  
growth, ensuring that the balance 
sheet looks good so that funding for 
the company is available, ratings met, 
and strategy carried through.

Integrity is all
‘There is no question that integrity 
is key for the CFO,’ Maclaurin said. 
‘Sometimes the roles of  the CFO  
may conflict with each other 
(eg facilitation of  growth versus 
profitability sustainability) but integrity 
has to be the bedrock of  the business 
at all times.

‘I’ve been at the CFO level since 
1994 and, frankly, I don’t think I’ve 
ever had the question put to me by a 
CEO, certainly not in the last 10 to 12 
years. The reason for this is because 
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01  From left: Jennifer Lopez, Gustavo Penas, Helen Brand, Mabal 
Tan and Johan Merican celebrate the launch of  the ACCA-Shell 

Club, the first of  its kind in the world

02  Front, from 
right: Teo Ee 

Sing, executive director, 
Sunway-TES; Lee Weng 
Keng, CEO, education 
and healthcare, Sunway 
Group; Helen Brand, 
ACCA chief  executive; 
and Elizabeth Lee, 
senior executive director, 
Sunway University, 
celebrate Sunway-TES’s 
milestone.

ACCA-SHELL CLUB LAUNCHED
ACCA chief executive Helen Brand attended 
the launch of the ACCA-Shell Club, set up 
for ACCA members, affiliates and students 
working at Shell in Malaysia. Mabal Tan, 
general manager, and Gustavo Penas, vice 
president, controller-finance operations, 
both Shell Business Service Centre (SBSC), 
welcomed attendees, including ACCA Malaysia 
head Jennifer Lopez and Johan Merican, 
CEO, TalentCorp. 

About 80 SBSC employees attended the 
launch event where members of  the club 
highlighted membership benefits. The first of  
its kind in the world, where like-minded 
professionals can exchange experiences and 
ideas, the club will also organise a series of  
activities for its members throughout the year, 
including customised talks and 
discussion sessions.

To find out more about the ACCA-Shell 
Club, turn to our feature on Mabal Tan on 
page 12.

Sunway-TES College celebrated 10 years as an ACCA 
Approved Learning Partner (ALP) – Student Tuition at 
Platinum level. 

When ACCA’s University and College Registration Scheme 
was introduced in 2002, Sunway proved its capability by 
obtaining Premier Level. Consistent delivery of  quality 
tuition support resulted in improving student performance 
in ACCA examinations and the college was awarded the 
Premier Plus rating in 2003, now known as the Platinum 
level of  ACCA’s ALP – Student Tuition scheme. 

At a ceremony held in April, ACCA chief  executive 
Helen Brand said: ‘Sunway was the first educational 
institution in Malaysia to obtain Platinum status, 
which is the highest and most prestigious level of  
approval for universities and colleges that ACCA 
awards under this scheme. So, congratulations to 
Sunway-TES!’

To date, Sunway-TES has nurtured almost 7,000 CAT and 
ACCA affiliates. It has also produced 24 ACCA World Prize 
winners and many more national top scorers. 

SUNWAY-TES ACHIEVES 10-YEAR MILESTONE AS ACCA PLATINUM APPROVED LEARNING PARTNER
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03  ACCA chief  
executive Helen 

Brand and Professor Dr 
Khong Yoon Loong, vice 
chancellor of  KDU UC, 
exchanging the signed 
agreements. Standing 
as witnesses are ACCA 
Malaysia head Jennifer 
Lopez (far right), and 
Associate Professor Dr 
Hon Wei Min, deputy 
vice chancellor, KDU UC 
(far left) 

04  From left: Hamidah Naziadin, CIMB; Johan Merican, 
TalentCorp; Jennifer Lopez, ACCA Malaysia; Dato’ 

Lukman Ibrahim, Proton Holdings; and Nizar Najib, 
Deloitte Malaysia

ACCA AND KDU UNIVERSITY COLLEGE SIGN MoA
ACCA and KDU University College (KDU UC) signed a 
Memorandum of Agreement on 24 April, which provides 
its accounting degree students with an accelerated 
pathway into the ACCA Qualification in their final year of 
study. This conditional exemption is the first of its kind in 
Malaysia to be offered by ACCA for a three-year bachelor of 
accounting programme.

The agreement follows a collaboration officiated 
last year where ACCA and KDU UC agreed to work 
together to develop a unique three-year accounting 
degree programme, which incorporates the ACCA 
syllabus and is expected to launch in August. Students 
can claim nine paper exemptions from ACCA – the 

maximum provided by ACCA – and proceed to take 
up the Professional papers of  the ACCA Qualification 
in the final year of  their studies. Hence, students 
who opt into this pathway may simultaneously earn 
the ACCA Qualification as well as KDU’s bachelor of  
accounting degree.

At the same time, ACCA presented KDU UC with the 
Platinum seal of  approval in the ACCA Approved 
Learning Partners (ALP) – Student Tuition scheme. With this 
latest award, KDU UC is recognised as a leading provider of  
high quality tuition and support to ACCA students in 
Malaysia. To date, there are 22 ACCA Approved Learning 
Partners in Malaysia, of  which only six are awarded 
Platinum status.

NETWORK FOR UK STUDENTS
ACCA Malaysia hosted a networking 
reception for Malaysian students 
studying in the UK, in conjunction 
with the UKEC-GRADUAN 
Malaysian Careers Fair in London 
in April. 

The event was attended by 
executives from leading companies 
including the Big Four accountancy 
firms, CIMB, EPF, GSK, Nestlé, Proton 
and TalentCorp. A forum entitled 
‘Crossroads dilemma: should I go 
back?’ featured panellists Hamidah 

Naziadin, head of  group corporate 
Resources, CIMB; Nizar Najib, Partner, 
Deloitte Malaysia, Dato’ Lukman 
Ibrahim FCCA, deputy CEO, Proton 
Holdings; and Johan Merican, CEO, 
TalentCorp. Around 80 students from 
38 universities participated.

ACCA AND KPMG HOLD FORUM
ACCA and KPMG co-organised a forum at Sunway 
University in April which was attended by more than 
160 students. Datuk Zaiton Mohd Hassan, president 
of the ACCA Malaysia Advisory Committee (MAC), and 
Siew Chin Kiang, KPMG partner and member of the 
ACCA MAC, shared the various challenges faced by 
the accountancy profession, characteristics and skills 
that employers seek in staff, and some useful career 
advice. They also emphasised the importance of having 
a professional accountancy qualification and how this 
distinction widens options for ACCA members.  
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With the consultation 
deadline less than two 
months away, ACCA is 
urging business leaders 
and investors around 
the world to help shape 
the future of corporate 
reporting by responding 
to a new draft framework 
for integrated reporting.

The International 
Integrated Reporting 
Council (IIRC) is keen for 

as many organisations as possible to respond to the 
consultation draft of  the framework by 15 July to 
ensure the final framework reflects the needs of  an 
increasingly complex and demanding global market. 

ACCA believes the framework will be a significant 
step forward in corporate reporting because of  its 
focus on communicating how an organisation 
creates value for the long term. This will mean 
organisations reporting more widely on how they 
employ various capitals, including financial, human, 
natural and societal, which is essential to help 
explain how 21st-century organisations can be run 
as sustainable businesses. 

Investors should also note the emphasis in the 
framework on communicating information about 
those factors that might affect future performance, as 
well as on materiality assessments. ACCA says that 
this can foster the credibility of  company reporting 
by ensuring that the issues addressed in reports are 
those most material to a full understanding of  the 
organisation’s performance and prospects.

ACCA chief  executive Helen Brand, a member of  
the IIRC Council, said: ‘Having already produced our 
own annual report last year using the integrated 
reporting principles, we have seen the value this can 
bring to us as an organisation and to those who rely 
on our reporting. We believe integrated reporting 
provides an opportunity for leadership and innovation 
in the accountancy profession. But it is equally 
important that reporting organisations and the 
investor community play a significant role in the 
consultation since they can ensure their views are 
heard and that key issues which they might identify 
can be addressed at an early stage.’

The new framework was extensively covered in last 
month’s Accounting and Business. For more, go to 
www.accaglobal.com/framework

Make it yours
Help shape the integrated framework 
to move business reporting forward

NON-FINANCIAL REPORTING
ACCA and Deloitte have teamed up with 
consultancy Lodestar and the Global 
Reporting Initiative (GRI) to host the 
Non-Financial Reporting Conference 
2013 in London on 28 June. 

The conference will examine the 
development of  integrated reporting, 
consider the changing role for finance 
professionals, and explore the legal 
consequences of  more integrated and 
transparent disclosures. 

Details at www.nfrconference.co.uk 

SME SPECIAL OUT NOW
The critical role 
played by the 
finance function in 
the growth of small 
and medium-sized 
enterprises (SMEs) 
is among the issues 
explored in a new, 
special edition of 
Accounting and 
Business focusing 
on the sector.

AB.SME also looks at what support is 
needed to help small businesses 
further internationalise their activities. 
Other articles focus on the support 
that small and medium-sized 
accountancy practices (SMPs) can 
offer SMEs, the role of  capital  
markets and sustainability. Sector 
experts from around the world are 
among the contributors.

ACCA’s head of  small business 
Rosana Mirkovic said: ‘AB.SME looks at 
some of  the important opportunities 
that remain largely untapped by 
policymakers and SME owners alike, 
highlighting the important role of  the 
profession in supporting the potential 
for further growth, from business 
support to increasing financial skills 
and capabilities within SMEs.’

The publication is available at www.
accaglobal.com/smallbusiness, along 
with other resources to help SMEs.

Helen Brand
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