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

REPORTING FOR DUTY 
As the IIRC 
launches its draft 
framework, chief 
executive Paul 
Druckman writes 
on why corporate 
reporting needs 
to be brought up 
to date.
Page 28

WORLD PLAYER
China’s audit 
industry could soon 
have international 
reach, says Baker 
Tilly International 
president Geoff 
Barnes – and the 
network is right 
behind the move.
Page 38

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

Japan’s cultural climate can prove challenging for business incomers. But for Vic Tan, CFO 
of the Ralph Lauren Corporation Japan, a career taking in a dozen Asia-Pacific countries 
across a range of diverse sectors has made him adept at adapting. See page 12

RAISING THE GAME
Hong Kong has long prided itself as a major international 
financial centre, with its integrated network of institutions and 
markets providing a plethora of products and services to local and 
international customers and investors. But it can only sustain its 
position and attract financial firms to its shores rather than setting 
up shop elsewhere in the region if it is a competitive place in which 
to do business. Financial centres in Asia have upped their game over 
recent years, attracting business via a slew of incentives, including 
reduced corporate tax, grants and loans. Hong Kong has not offered 
such generous incentives – and therein lies the rub.

Earlier this year, financial secretary John Tsang delivered Hong 
Kong’s 2013-2014 Budget. In it, he sought to put in place measures 
to support and promote certain industries including financial services 
(see our technical feature written by Deloitte Hong Kong on pages 54-
57). Among them is a decision to extend the offshore fund exemption 
to encourage private equity funds to select Hong Kong.

In our main feature on page 16, we look at what it might mean for 
the city’s economy if  more fund houses used Hong Kong as a base. In 
tandem, a proposal to allow Hong Kong funds to set up as open-ended 
investment firms instead of  trusts will provide a more flexible business 
environment. Both reforms – subject to consultations – seek to 
enhance Hong Kong’s status and reputation as a financial services hub. 

We also report on the impact on Chinese companies of  the ongoing 
convergence of  Chinese Accounting Standards to International 
Financial Reporting Standards (IFRS). A new ACCA-sponsored study, 
Does IFRS Convergence Affect Financial Reporting Quality in China?, 
reveals that convergence has largely been positive. However, ACCA’s 
Manos Schizas notes that the usefulness of  reported figures is not 
widespread; it only improves when there are strong economic and legal 
incentives for corporates to demonstrate value to investors. You can 
find out more about the study on page 20.

Colette Steckel, colette.steckel@accaglobal.com
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01 China has 
overtaken Japan 

to become the world’s 
second largest box-office 
territory. China’s cinema 
audience last year was 
worth US$2.7bn, up 
from US$2bn in 2011 

02Malaysia’s ruling 
party Barisan 

Nasional (BN) launches 
its general election 
manifesto

03 Christie’s is the 
first international 

auction house to be 
granted a licence to 
operate in Shanghai. 
The move will boost the 
mainland’s art business 
according to CEO 
Steven Murphy

News in pictures6



04 The appointment 
of  Liu Yandong, 

one of  China’s four 
vice-premiers, places 
her as the most powerful 
woman in the new 
administration

05 Hurun Global Rich 
List 2013 has 

named Hong Kong tycoon 
Li Ka-shing, chairman of  
Cheung Kong Holdings, 
as the richest Chinese 
person. He is also 
considered to be the 
richest person in Asia 

06 Shanghai ordered 
all live poultry 

markets in the city to be 
closed after culling more 
than 20,000 birds in a 
bid to curb the spread 
of  the H7N9 avian flu 
virus, which has killed 
six people in China

07  China’s new 
president Xi 

Jinping (right) shakes 
hands with new premier 
Li Keqiang, completing 
the transfer of  power 
to a new panel of  
leaders at a time of  
growing challenges 
in areas ranging from 
social inequality and 
the environment to 
foreign policy
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80%
Singapore 
companies 
citing market 
potentials 
in China as 
one of  the 
key drivers 
for their 
decision to 
do business 
there, 
according to 
International 
Enterprise.

23.6%
House price 
rise in Hong 
Kong for 
2012 – the 
biggest rise 
globally.

5th
China’s world 
ranking 
in wine 
consumption.

51%
Number 
of  senior 
management 
positions held 
by women in 
China.

147%
The rise 
in Chinese 
investment 
overseas 
during Jan/
Feb 2013.

M
on

th
 

in
 fi

g
ur

es

DIGITAL DIVIDE
South East Asian countries are not taking full advantage of the potential of digitial technologies, 
according to the ASEAN Business Survey 2012 by Accenture.

Use online-
based 

communication 
tools

Use internal 
social media 

platforms 
for greater 
knowledge 

sharing

Allow home-
working or  

staff  to work 
flexible hours

Use social 
media to  

attract fresh 
talent

Allow 
employees 
to access 
customer  
sales data 
remotely

Allow 
employees to 

bring their own 
hardware and 
software to  
use at work

PULLING POWER
Thailand is behind Singapore and Malaysia 
as a favoured tourist destination, according 
to a report by the World Economic Forum. 
The Travel and Tourism Competitiveness 
Report for 2013 placed Singapore on top of 
the countries in Southeast Asia and  
put Malaysia one spot above Thailand.
‘Singapore benefits from excellent transport 
infrastructure,’ the report said.

1 SINGAPORE
2 AUSTRALIA
3 NEW ZEALAND
4 JAPAN
5  HONG KONG
6 SOUTH KOREA
7 TAIWAN
8 MALAYSIA
9 THAILAND
10 CHINA

48%63% 42% 39% 35% 27%

News in graphics8



PROTECTING THE NATURAL ENVIRONMENT
The private sector has a responsibility to protect the natural environment is the finding of a recent ACCA paper called 
Natural Capital – what do accountants think? Survey respondents also identified the top five risks that natural capital 
poses to operations in the private sector (see above). View the report at www.accaglobal.com/accountability

KEY BARRIERS TO REPORTING ON NATURAL CAPITAL
Respondents highlighted a number of barriers to reporting on natural capital, the most significant being a lack of 
disclosure guidance, a lack of understanding and a lack of methodologies.

CORPORATE SUCCESS
63% agreed or strongly agreed that the long-term success of their organisations 
is dependent on the natural world. 81% agreed or strongly agreed that the 
private sector has a responsibility to protect the natural environment.

50 countries were 
surveyed including the 
UK (15%); Malaysia 
10%; Ireland (8%); 
Mauritius (6%); and 
Pakistan (4%).

68% 
REPUTATIONAL 

RISK  

61%
DISRUPTION OF 

OPERATIONS

50%
INCREASED COST 
OF RESOURCES  

47%
SUPPLY CHAIN

RISK  

46%
FINANCING

RISK

51%
LACK OF DISCLOSURE 

GUIDANCE

49%
LACK OF 

UNDERSTANDING

48%
LACK OF VALUATION 

METHODOLOGIES  

45%
NO STAKEHOLDER 

PRESSURE

34%
THE ISSUE IS  

NOT MATERIAL 

17 sectors were 
covered, including: 
construction; oil and 
gas; public sector; 
consulting; transport; 
and manufacturing.

13% of respondents 
were CFOs or FDs;  
5% were CEOs or 
other board directors; 
and 8% were financial 
controllers.
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IR CONSULTATION LAUNCHED
The consultation draft of  the 
International Integrated Reporting 
(IR) Framework, which creates the 
foundations for a new reporting model, 
has been released. The International 
Integrated Reporting Council (IIRC) is 
holding events worldwide to encourage 
stakeholders to respond by 15 July. Paul 
Druckman, CEO of  the IIRC, said: ‘Over 
the last three years, the IIRC has built 
consensus around the idea that the 
current corporate reporting model must 
change to meet the needs of  today’s 
business and investment environment.’ 
More on pages 28-31 and 36.

BIG FOUR UNION PUSH
China’s state-backed trade union is 
targeting the Big Four accounting firms 
and their 40,000 employees on the 
mainland as part of  a planned further 
expansion into private enterprise, 
according to Reuters. The report 
claimed that the push to unionise PwC, 
Deloitte, Ernst & Young and KPMG 
comes from the All-China Federation of  
Trade Union’s Shanghai chapter, which 
it says has decided to penetrate all top 

international companies in the city. It 
said the ACFTU began its push into 
foreign firms four years ago ‘and now 
has a union presence in most firms 
with a manufacturing or retail base’.

CROSS-BORDER STANDARDS
Issuers offering equity and plain debt 
securities in Malaysia, Singapore and 
Thailand – the first countries to adopt 
the new ASEAN Disclosure Standards 
announced by the ASEAN Capital 
Markets Forum – now only have to 
comply with a single set of  disclosure 
standards for prospectuses. Other 
member countries may follow on an 
opt-in basis when ready to do so. 
The aim is to bring greater efficiency 
and cost savings to issuers, thereby 
enhancing investment opportunities in 
ASEAN capital markets.

FOREIGN BUSINESS DISAPPOINTS 
As little as one-third of  large Asian 
companies achieved their revenue 
and profit expectations for their 
international business during the past 
three years. According to research by 
Accenture, this is in sharp contrast to 

over a doubling of  annual outbound 
investment by the region’s companies 
in the past 10 years. Accenture also 
revealed that understanding foreign 
consumers and getting the right 
local talent were among the biggest 
handicaps to success overseas. The 
research, published in a report, Asian 
Paths to Global Growth, included a 
survey of  249 senior executives at 
Asian-based companies with annual 
revenues in excess of  US$250m. Of  the 
respondents, only 28% said revenues 
and profits from their international 
business were in line with expectations.

DEAL PIPELINE
KPMG expects to see continued growth 
in China outbound M&A deals in 2013, 
citing the US as a possible top target 
destination, followed by Canada, 
Australia and the EU. Research by the 
firm’s Global China Practice indicates 
there were 40 M&A deals completed in 
2012 which involved Chinese firms in 
the US, valued at US$11.1bn. High tech 
was the busiest sector in the US, with 
10 deals completed in 2012. Honson To, 
head of  transactions and restructuring 
for KPMG in China, said that with 
increasing demand for energy in China, 
‘we expect China outbound investment 
in the energy and power sector in the US 
to continue to account for a significant 
share of  the total investment’.

AUDITORS UNDER STRESS
Internal auditors of  banking 
institutions in Malaysia feel ill-equipped 
to deal with risk management issues, 
according to a joint survey by the 
Institute of  Bankers Malaysia (IBBM) 
and KPMG. A majority (67%) of  
respondents said they were not fully 
satisfied with their present competency 
in assessing internal capital adequacy, 
stress-tests, and building contingency 
plans. Conversely, the auditors 
were happy with their skill levels in 
assessing operational risks. While 
agreeing that training was conducted, 
half  were dissatisfied with relevance. 

SME TAX CUT URGED
China’s richest businessman wants a 
5% tax cut for Chinese manufacturing 

CHINA MILESTONE
PwC’s China operation has successfully converted from a joint venture to 
a Special General Partnership. PricewaterhouseCoopers Zhong Tian LLP 
will begin operating officially on 1 July 2013. Although the firm’s existing 
joint venture licence does not expire until early 2018, the firm accelerated 
the process to show its support for the Ministry of Finance’s Special 
General Partnership initiative. Daniel Li, central China assurance leader of 
PricewaterhouseCoopers Zhong Tian LLP, said the firm was excited to help 
advance the development of China’s accounting profession. ‘As the audit 
market embarks on this new journey, we remain a credible partner of the 
government and local enterprises.’

10 News round-up
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companies, especially SMEs, who ‘face 
many challenges’, with the heavy tax 
burden coming top. Zong Qinghou, 
chairman and CEO of  Hangzhou 
Wahaha Group, said the savings 
could be redirected to increase R&D, 
or boost workers’ salaries, ‘which is 
beneficial to the sound and sustainable 
development of  companies’. Zong, a 
beverage tycoon, has a net worth of  82 
billion yuan (US$13.2bn), according 
to the 2013 Hurun Global Rich List. In 
China today, SMEs make up more than 
75% of  the national employment.

POLLUTION PLAN
Beijing has announced a multi-
pronged plan, costing 100 billion yuan 
(US$16.09bn), to tackle smog in the 
Chinese capital. The government will 
attempt to improve sewage disposal, 
garbage treatment and air quality, 
as well as halt illegal construction. 
Measures include an additional 47 
recycled-water plants, and the upgrade 
of  20 sewage disposal plants. Five 
incineration plants will be built by the 
end of  2015 to dispose of  over 70% of  
the city’s waste. Vehicle emissions will 
continue to be controlled by a policy 
which restricts private cars from being 
driven in the capital one day a week.

BUILDING BLOCKS
Danish toy company LEGO will build 
its first factory in China, establishing 
a supply base for Asia, where sales 
have climbed more than 50% annually 
in recently years. Construction of  the 
factory in Jiaxing city, in the Yangtze 
River Delta, is expected to begin next 
year, and will employ 2,000 staff  once 
fully operational in 2017. ‘Based on our 
current expectations for growth in Asia, 
the factory should be able to supply 
approximately 70-80% of  all the LEGO 
products sold in the region in 2017. All 
products made in the new factory will 
be sold in Asia,’ said Michael McNulty, 
senior vice president, procurement.

SELF-MADE FORTUNES
Asia is home to the world’s highest 
number of  billionaires, with the 
majority operating in the real estate 
sector. The average age of  each is 63; 

and one in 10 is female, according to 
the Hurun Global Rich List 2013. Hong 
Kong’s Li Ka-shing of  Cheung Kong 
Holdings is placed seventh overall on 
the global wealth rankings, the only 
Chinese in the top 10. The report 
found that Asia has 608 individual 
billionaires, surpassing the US with 
440, and Europe, with 324. China 
accounts for 349 of  Asia’s billionaires. 
Their average age is 58 – five years 

younger than the global average – and, 
significantly, all Chinese billionaires  
are self-made.

E-TAIL THERAPY
China is now the world’s second-
largest online retail (e-tail) market, with 
estimates for revenues in 2012 as high 
as US$210bn and a compound annual 
growth rate of  120% since 2003. Of  
total retail sales in 2012, e-tailing 
accounted for about 5 to 6%, compared 
with 5% in the US. However, only a 
small portion of  this takes place directly 

between consumers and retailers. 
Instead, the majority occurs on digital 
marketplaces – sprawling e-commerce 
platforms where manufacturers, 
retailers and individuals offer products 
and services through online storefronts.

HIGH-EARNING EXECUTIVES
Executive pay is rising fast in China, 
according to the National Salary 
Comparison study by London-based 

consultants ECA International. An 8% 
salary increase in 2012, compared 
with 3% in the US, is a trend that puts 
China’s top executives on track to out-
earn their American peers by 2017. 
This would also ‘make it difficult for 
US companies to offer local salaries to 
Chinese investors’, said the study. ECA, 
which provides software and services 
for corporate management of  foreign 
employees, found the typical Chinese 
executive’s buying power was already 
75% of  an equivalent US manager in 
2012, up from 57% in 2007.

CEOs CHOOSE CHINA  
CEOs have rated China the 
world’s top destination for foreign 
investment in a survey by PwC and 
the China Development Research 
Foundation. More than half of CEOs 
surveyed chose China above other 
major and emerging economies, 
attracted by its expanding consumer 
markets, skilled talent pool, and 
government incentives. ‘A major 
factor in China’s economic success 
has been its ability to attract foreign 
investment,’ said Dennis Nally, 
chairman, PricewaterhouseCoopers 
International. ‘In 2012, China 
attracted US$111.7bn of global 
FDI, and we predict that China will 
overtake the US as the world’s 
largest economy in purchasing 
parity terms in four years’ time. 
But China will face new challenges, 
as emerging markets become more 
competitive in attracting foreign 
investment, widening the breadth  
of choice for enterprises globally,’ 
he added.
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China set to overtake US in four years' 
time, says PwC’s Dennis Nally

Analysis
TOWARDS CONVERGENCE
China is continuing to make progress in aligning its accounting standards more 
closely with IFRS. This is welcome news for companies that are seeking to boost 
investors’ confidence by making earnings information more useful



I
n a 19-year career to date, Vic 
Tan has worked in more than 
a dozen Asia-Pacific countries 
and in half-a-dozen business 

sectors, but he believes that there 
are a number of critical skills that 
are applicable across the board that 
need to be mastered by any finance 
professional with ambitions of 
climbing the corporate ladder.

And as chief  financial officer of  the 
Ralph Lauren Corporation, Japan, Tan’s 
insight into what marks out the best in 
the business from the rest is telling.

Sitting in his bright and spacious 
office in the swish Nagatacho district 
of  Tokyo, where the heavy police 
presence on the streets outside 
indicates just how close we are to 
the prime minister’s official residence 
and the Japanese parliament, Tan, 
43, sits back and ticks off  the 
attributes that are required on the 
fingers of  his left hand.

Quickly it becomes clear he needs 
to re-use his hand more than once.

‘Dealing with ambiguity is the first 
that comes to mind,’ says Tan, replete 
in a dark grey, pinstripe suit and 
tie. ‘From my experience working in 
advanced and developing countries, 
I have developed a capability to deal 
with ambiguity and am able to shift 
gears comfortably, to effectively cope 
with change, to comfortably handle 
risk and uncertainty, and to structure 
things for my teams to break down and 
then to create a vision for them to get 
rid of  any ambiguities.’

He moves on to another requirement.
‘Having the perspective as you go up 

within a company, having a “helicopter 

view” of  the whole business and the 
ability to discuss multiple aspects and 
impacts of  issues – and then project 
them into the future,’ he says, folding 
another finger into his palm. 

‘You need good problem-solving 
skills to add value, to look beyond 
the obvious and not stop at the first 
answer, to be able to see hidden 
problems and probe all fruitful sources 
for answers, and then use rigorous 
logic and methods to solve difficult 
problems with effective solutions.’

Another digit folds. 
‘You have to learn on the fly, to learn 

quickly when facing new problems, you 

have to be a relentless and versatile 
learner, open to change and with the 
ability to quickly grasp the essence and 
the underlying structure of  anything. 

‘And – last but not least – having the 
drive to achieve results is critical. You 
need to be counted on to exceed goals 
successfully, to be very bottom-line-
oriented and steadfastly push yourself  
and others to achieve results.’

He pauses.
‘In my position, you also need to be 

able to size people up very quickly and 

be a good judge of  talent,’ he adds. 
‘When I started with Ralph Lauren in 
Hong Kong, I had to recruit 45 people 
in my first four months, all of  whom 
I met personally. But to select those 
45 people, I had to meet three times 
as many candidates, and for each of  
those interviews I had to look at 10 
resumes.

‘I did the interviews and I had 
already looked at the people’s 
attributes, but it was also a feeling. 
These people had to be flexible, they 
had to be ambitious, demonstrate good 
commitment, and they had to have 
perseverance in overcoming obstacles.

‘Most of  them were CPAs and with 
master’s degrees – and believe me, 
there are a lot of  people like that in 
Hong Kong, where they all seem to 
have a hunger to succeed,’ he said. 
‘So they were all qualified, but some 
lacked the “X factor” that comes 
down to personality, the ability to deal 
with ambiguity and a clear sense of  
perseverance.’

Tan knew what he was looking for 
in the 45 people that he did hire, 
because he has a very exact idea of  
the people who can make a positive 
difference to the business. 

‘I was 16 when I chose what I 
wanted to study in university and 
decided that I wanted to be a CFO,’ 
says Tan. ‘I was attracted to the 
possibilities of  this profession.’

After completing the mandatory 
two-and-a-half  years of  military service 
in his native Singapore, Tan studied a 
Bachelor of  Business Administration 
at the National University of  Singapore. 
To add to an already heavy workload, 

MADE TO MEASURE 
Having worked in many Asia-Pacific countries and across many industries, Vic Tan, FCCA 
and CFO of Ralph Lauren Corporation, Japan, is using his experience to transform financial 
strategy at the luxury brand. Here, he shares the key attributes that are needed for success

‘I HAVE DEVELOPED A 
CAPABILITY TO DEAL 
WITH AMBIGUITY AND
AM ABLE TO SHIFT 
GEARS COMFORTABLY, 
TO EFFECTIVELY COPE
WITH CHANGE’
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he took up another challenge by 
studying for his ACCA Qualification 
at the same time.

‘I had been searching high and low 
for a world-class qualification and, 
when I looked at the syllabus, how it 
was structured, the standards and 
status, as well as the global exposure 
it offered, I knew that ACCA provided a 
very interesting qualification,’ he said.

Studying for the two in parallel was 
tough when the exams came around, 
he admits, although there was a degree 
of  cross-over in his studies.

The toughest area was auditing, Tan 
says with a slight smile, adding that he 
was at something of  a disadvantage at 
the time, as many of  his counterparts 
during the 1990s were studying for the 
ACCA Qualification at the same time as 
they were working for auditing firms, 
so they were putting their class-work 
into practice on a daily basis.

Financial management, on the other 
hand, came to Tan quite easily, along 
with strategic management.

‘But it was not all just about studying 
as I took part in ACCA activities and 
was the treasurer for the student 
council of  ACCA Singapore, as well as 
an active cross-country runner,’ he 
said. ‘I consider the course to have 
been a wonderful investment and it 
has helped me in many, many ways, 
particularly in terms of  opening doors.

‘Many people ask me why I took 
the ACCA Qualification instead of  a 
bachelor of  accounting degree,’ he said. 
‘My reply is that when I looked at ACCA, 
it offers a global qualification that is 
recognised and well-regarded around 
the world. If  I only had a bachelor’s 
degree, it would only be known in the 
country where I had studied or, at best, 
in the greater region.’

After graduating, Tan jumped 

straight into external auditing work 
with a Singapore CPA firm. When a new 
opportunity overseas arose, Tan rose to 
the challenge and worked for the giant 
Japanese construction firm Kumagai 
Gumi Co. as a regional project 
accountant, travelling across Papua 
New Guinea, the Solomon Islands, Fiji 
and Tonga for a year and a half. 

Following his passion for the 
consumer-products sector, Tan went 
on to join the tobacco giant British 
American Tobacco, based in Myanmar, 
where he quickly rose to be head of  
finance and in overall charge of  finance 
and accounting, as well as commercial 
and information technology. 

After four years in Myanmar – 
where he was responsible for growing 
the firm’s market share from zero 
to 54% – he was promoted and 
transferred to Singapore as head of  
e-business development as well as 
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The CV
2012

Appointed CFO of Ralph Lauren 
Corporation, Japan.

2009-12
Vice-president, finance and 
operations, Greater China and 
Southeast Asia, Ralph Lauren 
Asia Pacific Ltd.

2006-09
At Philips Electronics, Indonesia, 
Vic Tan held the position of CFO 
from 2006 to 2008. He was also 
acting country human resources 
director from 2007 to 2008, and 
became Asia Pacific head of new 
business development (M&A) and 
pricing/margin management in 
2008, a post he held until 2009.

2002-05
Finance director for Southeast Asia, 
at Alliance One International.

1995-01
Tan joined British American 
Tobacco, Singapore and Myanmar 
in 1995 as finance manager. He 
was promoted to head of commercial 
and finance in 1998, a position 
he held until 2000. Tan was then 
named as Asia Pacific South head 
of ebusiness development and 
finance development manager.

1994-95
Regional project accountant  
for Kumagai Gumi Co., Papua  
New Guinea, Solomon Islands,  
Fiji and Tonga. 

1994
Graduate audit assistant for Heng 
Lee Seng & Co., a CPA accounting 
firm in Singapore.

finance development manager for 
seven nations within the Asia-Pacific 
South region.

Soon after that, Tan was headhunted 
to join the leading firm in the tobacco 
leaf  and processing industry, Alliance 
One International, where he spent 
three-and-a-half  years as finance 
director for all of  the company’s 
Southeast Asia operations. Later, he 
was again headhunted to join Dutch 
electronics giant Philips as its chief  
financial officer in Indonesia. Within 
two-and-a-half  years, Tan was given a 
bigger role, based in Singapore, as the 
head of  new business development and 
head of  pricing/margin management 
for the Asia Pacific region. 

In 2009, he was tempted away by 
Ralph Lauren Corporation to serve as 
vice-president of  finance and operations 
for Greater China (China, Hong Kong, 
Taiwan and Macau) and Southeast Asia, 
based in Hong Kong. In late 2012, he 
was promoted and moved to Tokyo to 
take over as chief  financial officer in a 
market that is the company’s second-
largest in the world, after the United 
States. Today, Japan contributes no less 
than 80% of  the company’s business in 
the Asia-Pacific region.

‘I always wanted to work overseas, 
to gain first-hand experience of  living 
and working in a different country,’ 
he said. ‘It’s not like spending three 
days in one country and then leaving 
to go home again; if  you breathe the 
air, eat the food, work, travel and meet 
the local people, that is a completely 
different thing. It enriches your life and 
is interesting and exciting.

‘I have worked in the construction 
industry, fast-moving consumer goods, 
durable consumer goods, agriculture, 
fashion apparel and accessories, 
and all of  those sectors have offered 
me different yet complementary 
experiences.

‘I actually found the skills I learned 

in the construction industry very 
valuable because I was involved in 
plans for a factory expansion and 
specific skill sets came into play there; 
cost controls, budgets, we had multiple 
activities circulating at the same time.’

And there is still relevance now that 
Tan is in the fashion business.

‘I use some of  the same skills now,’ 
he agrees. ‘When you look at the 
opening of  a retail outlet or a flagship 
store, that can be an investment 
of  $5m or $30m. That’s all about 
investment, its capital expenditures, 
managing costs, getting value for 
money, how to do more with less. All 
the lessons are still applicable.’

He has had some surprises in the 
work environment since moving to 
Japan, however.

‘Japanese people tend to have a 
very fixed paradigm; when they believe 
in something, they stay with that 
belief  for a long time and, in fact, 
do a good job of  maintaining “the 
system”,’ he said. ‘A lot of  my job is 
about bringing talented people into 
the mix with the existing team.

‘It surprised me that there was 
such resistance to change here. There 
needs to be a “paradigm shift” – and 
when I got here I quickly learned that 
Japanese seldom use that phrase and, 
to a large extent, ignore it as it does 
not fit into their culture.’

But Tan has made progress on 
reshaping his new team.

‘I set standards and expectations 
that are very high,’ he emphasises. 
‘When I come into an organisation, I 
share with my new team what I expect 
to happen. We will identify the gaps in 
that vision and work towards closing 
those gaps. I do a lot of  coaching and 
mentoring, and I do not force the staff  
to achieve everything from day one, but 
we work toward it and I do expect to 
see it coming through in a year.’

Right now, Tan is transforming 

‘I ALWAYS WANTED TO WORK OVERSEAS, TO GAIN
FIRST-HAND EXPERIENCE OF LIVING AND WORKING 
IN A DIFFERENT COUNTRY. IT ENRICHES YOUR LIFE’
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The basics: 
RALPH LAUREN

1967
Ralph Lauren Corporation was founded

$6.859BN
Revenue (fiscal year 2012)

$1.039BN
Operating income (fiscal year 2012)

25,000
Employees (March 2012)

38
Countries of operation

11,351
Number of locations across the 
world (March 2012)

BRANDS
Polo Ralph Lauren, Black Label, 
RLX, Denim & Supply, Lauren Ralph 
Lauren; subsidiary brands include 
Club Monaco, Chaps, American Living
 
FLAGSHIP STORES

Chicago, Greenwich, London, Milan, 
Tokyo, Moscow and Paris

Ralph Lauren’s operations in Japan 
from one of  transactional finance, in 
which decision support accounts for 
a mere 10% of  the total in his sector, 
to strategic finance, where decision 
support has grown to be fully 50%.

To do that, he is encouraging his staff  
to be more timely in their book-closings 
and issuance of  reports, to be accurate 
in forecasts, streamline their processes, 
optimise their systems, to become a 
customer-oriented organisation, able to 
affect both the top and bottom lines and 
to have increased visibility on the key 
financial indicators, moving from finance 
efficiency to finance effectiveness.

Another hurdle that he has had 
to overcome in the transition to the 
fashion industry is in the accounting 
treatments for lease agreements for 
stores – whether it is an operating 
lease or a capital lease – while he has 
also needed to change his outlook to 

consider each and every store as a 
miniature company that has its own 
profit-and-loss statement, its own sales 
figures, margins, expenses, staff  costs, 
profits and all the other figures that are 
generated within those four walls.

‘When you come into retail, it’s easy 
to underestimate the importance of  
staffing the right talent in the finance 
team,’ he said. ‘If  you have 1,000 stores 
and treat them as one company, you will 
very quickly lose sight of  how to grow 
the company. The result of  the whole is 
the contribution of  every single part.’ 

Hence, he says, a good retail finance 
talent will have the ability to zoom in 
on each four-wall profit-and-loss unit 
and make suggestions on the micro-
level that affect the bottom line.

One of  the best-known, high-end 
apparel brands in the world has excellent 
potential to continue to grow in Japan, 
Tan believes, pointing out that the 

purchasing power in Japan is ‘just huge’ 
and the domestic luxury market is worth 
in excess of  $24bn a year. ‘In terms 
of  opportunities, we have a number of  
brands that are still untapped in Japan, 
but have huge potential,’ he said.

Tan is bullish about the Japanese 
luxury market and the company’s 
ability to continue to grow its market 
share for years ahead. And he’s more 
than happy where he is. ‘Living in the 
world of  Ralph Lauren, I have the best 
and the coolest job in town,’ he said.

Julian Ryall, journalist

15



H
ong Kong’s financial services 
industry is one of the pillars 
of the city’s economy, and 
the industry’s continued 

competitiveness and sustainability 
matter not only to Hong Kong’s 
reputation as a global financial 
centre but, more importantly, to 
the livelihoods of its seven million 
residents, 16% of whom are employed 
in financial services. 

Matters of  taxation, ease of  doing 
business, rule of  law and quality of  
life influence financial firms’ decisions 
to establish or expand their presence 
in Hong Kong over other financial 
centres in Asia such as Singapore, 
Tokyo and Shanghai. How to improve 
these matters, and Hong Kong’s 

competitiveness as a place to do 
business, came under the microscope 
in the city’s 2013-14 Budget, delivered 
on 27 February by financial secretary 
John Tsang.

In essence, the Budget saw the 
Hong Kong government take a bold 
step to counter regional competition. 
Two broad reforms were proposed: 
first, to extend profits tax exemptions 
to offshore private equity funds; and 
second, to allow Hong Kong funds 
to set up as open-ended investment 
firms instead of  trusts, as required 
under existing rules. In another 
move to attract international funds, 

the government is also in talks with 
mainland Chinese authorities on a 
mutual recognition agreement for the 
cross-border selling of  funds. That 
would mean Hong Kong-domiciled 
funds could be sold on the mainland 
and mainland funds could be sold in 
Hong Kong. 

The broad reforms will involve 
separate consultations prior to 
seeking Hong Kong’s Legislative 
Council approval of  a bill or bills, 
hopefully before the end of  this year. 
If  the reforms pass into law, it should 
be easier for fund firms to set up 
and manage funds in Hong Kong. 
BlackRock and Amundi are among 
those big-name fund houses rumoured 
to be considering doing so.

In a timely response to the Budget, 
ACCA Hong Kong agreed with the 
key proposals and said that it 
addressed issues related to economic 
development and employment through 
investment in several areas.

Jeremy Ngai, ACCA Hong Kong 
Tax Sub-committee co-chairman 
said, ‘We look forward to seeing 
more concrete measures to be 
implemented by the new government 
for economic development. 
We continue to recommend a 
concessionary tax rate [eg half  rate] 
for regional headquarters’ activities 
to enhance Hong Kong’s position as 

an international financial centre and 
the bridge between China and the rest 
of  the international platform… These 
measures will ultimately strengthen our 
economic development,’ he said.

The colour of  money
Ranking second in Asia after Japan, 
Hong Kong’s total fund assets 
under management in 2011 topped 
$1.15 trillion; Singapore was third with 
$1.03 trillion. Competition between 
Hong Kong and its Lion City neighbour 
is fierce. But they take different paths. 
Hong Kong’s famed ‘level playing field’ 
for all businesses, local and overseas, 
does not include any economic 
incentives. Singapore, on the other 
hand, has a slew of  incentives for 
overseas-based companies including 
reduced corporate tax, land allowance, 
loans and other grants. It has also had 
broad-based exemptions for private 
equity funds for several years.

In theory, extending Hong Kong’s 
profits tax exemption will allow private 
equity funds to enjoy the same tax 
exemption as offshore funds and 
should attract more of  the former 
to domicile in the city. This and 
the other measures announced are 
intended to close the gap between 
Hong Kong and Singapore, according 
to Julia Leung, the city’s Under-
Secretary for Financial Services 
and the Treasury. In local media 
reports after Easter, she noted that 
of  the 1,800 retail funds in Hong 
Kong, only about 300 are domiciled 
there, with the rest based in Europe 
and their investment teams mainly 
in London or New York.

A FINANCIAL LEG-UP
Hong Kong’s 2013-14 Budget has taken pains to make provisions for encouraging foreign 
investment in the financial industry while also tackling the issue of regional competition closer 
to home. The broad reforms to regulations should be just what is needed to boost business

‘WE NEED TO MAKE LEGAL, TAX AND REGULATORY 
AMENDMENTS THAT WILL ALLOW US TO HAVE 
MORE FINANCIAL PRODUCTS IN THE MARKET’
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Leung said that if  more fund 
houses used Hong Kong as a base to 
create funds and invest in the city, it 
would create more jobs for research 
analysts, fund managers, lawyers, 
accountants and other professionals. 
She estimated that for every additional 
fund manager in the city, 4.5 other 
jobs would be created.

According to Darren Bowdern, tax 
partner at KPMG China and a member 
of  the technical committee of  the 
Hong Kong Venture Capital and Private 
Equity Association (HKVCA), ‘The 
changes announced by the Financial 
Secretary are excellent news for Hong 
Kong fund’s industry. The existing tax 
exemption for offshore funds is not 
effective for private equity funds and 
has resulted in key fund personnel 
needing to follow onerous operating 
protocols if  their fund is to be based 
in Hong Kong. This has left Hong 
Kong at a competitive disadvantage to 
Singapore which has had broad-based 
exemptions for funds in place for a 
number of  years and which has been 
successful in attracting new funds and 
fund platforms to set up.

‘This proposal will provide certainty 
to new funds being established in the 
region. As with all changes, there will 
be some important details to be sorted 
out during the consultation process. 
In particular, ensuring that a proposed 
carve out which appears to be aimed at 
the Hong Kong property industry, does 
not result in Hong Kong-based funds 
falling foul of  the revised tax exemption 
through the mere holding of  offshore 
investments through a Hong Kong 
special-purpose vehicle,’ he added.
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  *DECISION BY COMMITTEE
Flagged by CY Leung, Hong Kong’s chief executive in waiting, in June 2012, 
the Financial Services Development Council (FSDC) was confirmed by the 
city’s financial secretary John Tsang in the 2013-14 Budget as a ‘high-level, 
cross-sector advisory body, to offer views and suggestions to the government 
on developing and promoting our financial services industry, as well as 
reinforcing our position as an international financial centre’.

The FSDC, chaired by HSBC’s non-executive deputy chairman Laura Cha, 
has 22 members. On 5 April, an additional 34 non-official members and two 
ex-official members were announced to serve five committees established 
under the Council: financial development research, mainland opportunities, 
new business, market development and human capital. 

Council members include Qin Xiao, former president of  China International 
Trust and Investment Corporation, and Levin Zhu, son of  former Chinese 
Premier Zhu Rongji and CEO of  China International Capital Corporation. 
Eugene Fung is head of  private banking in Asia for JPMorgan, Benjamin Hung 
is CEO of  Standard Chartered Bank (HK), Douglas Arner is a professor of  law 
at the University of  Hong Kong, Mark Shipman is a partner of  law firm Clifford 
Chance, Florence Yip is a tax partner at PwC, and Mark McCombe is Asia-Pacific 
chairman of  BlackRock.

Back in January, the shareholder activist David Webb criticised the make-up of  
the original 22-member FSDC. In his 24 January post on his online Webb-site.com 
he wrote: ‘An interesting and well-connected bunch, but somewhat overweight 
on bankers and brokers, a token academic, accountant and lawyer, and rather 
light on investors… So if  this is where the government is going to get advice 
on financial services, it is probably going to get a rather unbalanced view.’ The 
additional members are from a variety of  sectors in business and society.

A second proposal, to allow Hong 
Kong funds to set up as open-ended 
investment firms instead of  trusts, is 
intended to provide a more flexible 
business environment for the fund 
industry to meet market demand and 
would have wider economic benefits, 
as Florence Yip, financial services tax 
leader, PwC Hong Kong, explained.

‘In mature markets, you usually 
see a selection of  investment vehicles 
in funds in companies, open- and 
closed-ended. We need to make legal, 
tax and regulatory amendments that 
will allow us to have more financial 
products in the market, not just unit 
trusts, governed by Hong Kong law 
and available in our official languages, 
English and Chinese.

‘It’s worth noting that roughly half  of  
the world’s middle classes today are in 
the world’s eight wealthiest economies, 
the G8. By 2020, half  of  them will be 
in Asia and the majority of  them will 
be in China. Investment products will 
be of  great interest to these people. We 
want Hong Kong to develop its financial 
services product market to cater to this 
future demand,’ Yip said.

More pressing issues
The Budget also highlighted a proposal 
regarding an arrangement for mutual 
recognition of  funds with China. 
To expand the distribution network 
of  Hong Kong’s fund industry, the 
Securities and Futures Commission 
(SFC) is studying with the Mainland 
authorities an arrangement for mutual 
recognition of  funds. Again, the 
arrangement is intended to attract 
more funds to set up shop in Hong 
Kong and foster the development of  

those professional sectors engaged 
in the registration, investment 
management and sales of  funds.

As Bowdern noted, if  Hong Kong 
ultimately changes its legal, tax and 
regulatory requirements to enable 
funds to be domiciled in the city, 
with mutual recognition the hope 
would be that many funds would 
establish in Hong Kong. 

‘Simplistically, mutual recognition 
means that if  you set up a fund in 
Hong Kong and it’s authorised by the 

SFC, then they can market and sell 
that product to investors from China 
and vice versa. That’s not the case at 
the moment. But if  it could be done, 
you would expect many funds to look 
to Hong Kong so they can market 
their products. This would be huge for 
the fund industry and therefore the 
knock-on effect of  that on the broader 
professional services industry would 
be significant,’ he said.

Kate Watson, journalist

FOR MORE ON HONG KONG’S BUDGET, 
  SEE OUR TECHNICAL FEATURE P54
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T
he more a company in China 
depends on capital markets 
for financing, the more likely 
that its disclosures will be 

useful to investors and in line with 
international standards.

Since 2007, the ongoing process of  
convergence of  Chinese Accounting 
Standards (CAS) with International 
Financial Reporting Standards (IFRS) 
has had a visible impact on the value 
relevance of  reported earnings in 
China but the impact is uneven and 
much more evident in some types of  
companies than others, according 
to a new ACCA-sponsored study that 
covered all industrial companies listed 
in Shanghai and Shenzhen between 
2003 and 2009.

Despite significant differences due 
to geographic location, ownership or 
industry, the overall impact of  the 
convergence of  CAS with IFRS has 
been positive for Chinese companies 
and, in turn, for the economy by 
making earnings information more 
useful to investors, say the authors of  
Does IFRS Convergence Affect Financial 
Reporting Quality in China?. 

The study, conducted by Edward 
Lee and Martin Walker, both of  the 
University of  Manchester, and Colin 
Zeng of  the University of  Bristol, is 
part of  a broader push by ACCA to 
understand the impact of  convergence 
around the world. Studies have already 
been done in Europe and China, and 
ACCA is considering another in Brazil; 
ACCA even surveyed US investors in 
2012 in order to understand their views 
on the prospect of  IFRS convergence. 

Although previous studies have 
suggested that less developed capital 
markets are not best placed to benefit 

from convergence, the researchers 
found a link between IFRS convergence 
and economic development in China. 

In China, convergence has led to 
more informative earnings figures 
mostly among companies that rely on 
external or foreign capital, rather than 
companies with significant links to, 
or subsidies from, government. Firms 
in the manufacturing sector with a 
stronger need and more competition 

for capital are more likely to offer up 
more information in their reports. The 
same is true for firms in less developed 
regions of  the country, where for the 
supply of  capital is more constrained, 
and for foreign-owned firms that have 
to meet the demands for information 
of  foreign investors. 

In other words, convergence ‘does 
not improve the usefulness of  reported 
figures across the board. It only does 
that when the corporates themselves 
have strong economic and legal 
incentives to demonstrate their value 
to investors,’ says Manos Schizas, a 
senior economic analyst at ACCA who 
manages ACCA’s research programme 
on Access to Finance. This happens 
when they depend on the stock market 
to raise funds or when they operate in 
areas that are not obvious investment 
targets, or in sectors in which 
competition for capital is very intense. 

On the other hand, the disclosures 
of  listed firms controlled by levels of  
government were less affected by IFRS 

convergence. These firms with fewer 
outside capital requirements have not 
substantially improved their reporting 
practices following convergence.

A rare stroke of  regulatory luck made 
it easier to analyse the impact of  IFRS 
convergence in China. Companies that 
issued foreign-currency denominated 
B-shares (instead of  the more common 
renminbi-denominated A shares) had 
to provide IFRS reconciliations to their 

accounts even before 2007. That gave a 
control group against which researchers 
could compare the impact of  adopting 
the new standards across the board. 

The authors compared the reporting 
of  A-share issuers, who would have only 
been required to report under IFRS-
converged CAS after 2007, against 
the reporting of  B-share issuers, and 
particularly compared the change in 
‘value relevance’ of  their earnings – the 
degree to which changes in reported 
earnings affect share prices. 

Overall, ‘there has been a significant 
increase in the value relevance of  
reported earnings’ since the use 
of  IFRS-converged CAS was made 
mandatory, the study says, but only 
among the ‘treatment group’ of  
A-share issuers. This last point is 
important for the researchers, as it 
allows them to attribute the change 
specifically to IFRS convergence.

‘Between 2007 and 2009, published 
earnings became more value-relevant. 
They became more informative and 

CLARITY CASHES IN
The ongoing convergence of Chinese accounting standards with IFRS has generally been 
beneficial, particularly for companies that are seeking investor buy-in, finds a new report

‘PUBLISHED EARNINGS BECAME MORE USEFUL FOR 
INVESTORS… WITH ALMOST TOTAL CERTAINTY WE
CAN SAY THIS IS BECAUSE OF IFRS CONVERGENCE’
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There has been greater value 
relevance of reported earnings 

for A-share issuers in China  
since IFRS-converged CAS 

usage was made mandatory
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The ACCA-sponsored study covered all 
industrial companies listed in Shanghai 
(pictured) between 2003 and 2009, as 
well as Shenzhen

Right: Beijing National Stadium – known 
as the Bird’s Nest – was constructed to 
host the 2008 Olympic Games

more useful for investors,’ says 
Schizas. ‘And we can say with almost 
total certainty that this is because of  
IFRS convergence.’

A somewhat unexpected finding 
emerged as a result of  the uneven 
quality of  companies listed in China. A 
side effect of  the push to rapidly grow 
the nation’s stock markets through 
the last decade created a very uneven 
playing field, with high-quality shares 
existing alongside those of  companies 
that never turned a profit. To help clean 
up the markets, regulators brought in 
delisting rules. The companies involved 
in the study knew they could be 
delisted after three consistent years of  
losses. As a result, the less profitable 

The evolution of accounting standards in China over the past four decades 
tracks the evolution of the country’s economy, suggests the new report ‘Does 
IFRS Convergence Affect Financial Reporting Quality in China?’.

Before the country’s opening up in 1978, China used an accounting system it 
had inherited from the former Soviet Union. The aim of  the system was to keep 
the government informed, not the public or outside investors. 

It was not until 1985 that Chinese regulators started to consider ‘concepts 
such as accruals, matching and conservatism’. Before converging with IFRS 
in 2007, the accounting regime was mostly rules-based as opposed to 
principles-based. 

Regulators also had to overcome the fact that the previous accounting regime 
was industry-specific, which made it ‘difficult for diversified companies to 
produce meaningful consolidated accounts’. 

The Chinese Ministry of  Finance announced the Accounting Standards for 
Business Enterprises in February 2006. Since 2007, all listed firms are required 
to use the new standards in their reporting. 

The International Accounting Standards Board (IASB) recognised the new 
standard as being generally in line with International Financial Reporting 
Standards (IFRS) in 2010 – although there are still some restrictions in the CAS 
on areas like reverse impairment of  losses on fixed assets, regular revaluation 
of  fixed assets and the use of  equity method. 

The push put China on par with the 120 countries and reporting jurisdictions 
that had adopted some version of  IFRS by the end of  2011.

  *FINANCIAL REPORTING EVOLVED

a listed company was, the less likely 
it was to have reported more relevant 
earnings figures post-convergence. 

‘The delisting rules provide a perverse 
incentive for companies to manipulate 
earnings so they can stay listed,’ says 
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Schizas. ‘The authorities no doubt 
know this, but they have a trade-off  to 
make: risk keeping potentially dodgy 
companies listed? Make it more difficult 
to list in the first place? Or tolerate 
some earnings manipulation, provided 
people don’t break the law? For now, 
delisting rules are here to stay; if  
anything they have got tougher.’

The evolution of  the reporting 
environment following the convergence 
of  CAS and IFRS – which is still 
underway – is significant, particularly 
when considering the idiosyncrasies 
of  the Chinese economy and Chinese 
listed firms. There are two unusual 
factors that can be observed in China.

First, manufacturing companies 
account for almost one-third of  China’s 
GDP and about half  of  the entire 
capitalisation of  the Chinese stock 
market. As a result, it was ‘expected 

that IFRS convergence will have more 
impact on Chinese manufacturing 
firms than on their counterparts in 
other sectors’, says the study.

A second factor is state control. Unlike 
in other economies that have opened 
up, levels of  government in China have 
kept significant amounts of  control 
over listed companies. The controlling 
shareholders in as many as two-thirds 
of  firms listed in mainland China are 
affiliated with central, provincial or local 
governments. ‘In spite of  the general 
trend toward a free market economy, 
the Chinese government still maintains 
substantial ownership of  and control 
over a majority of  Chinese listed firms,’ 
notes the report. 

‘The government influences the 
executive appointments of  firms under 
its control,’ it adds, ‘but also provides 
contracts and financial support.’ 

This means its social and political 
objectives have greater sway on these 
firms than the demands of  other 
outside (and often minority) investors. 
So the impact of  IFRS convergence 
on the quality of  reporting of  these 
firms has been ‘smaller than on those 
outside state control’.

Overall, however, the convergence of  
CAS and IFRS has benefited Chinese 
companies, particularly those that 
operate in the more competitive 
industries in less developed areas 
and without state support or control. 

The authors take it a step further 
by concluding that convergence has, 
on balance, been positive for Chinese 
companies and the economy as a 
whole. This appears to fly in the face 
of  previous studies that suggest 
that convergence tends to be most 
beneficial in markets that start out with 
relatively high levels of  reporting quality 
and investor protection. Following this 
pattern would have meant that the 
benefits for Chinese companies and the 
Chinese economy as a whole should 
have been very modest. 

‘People have found this in many 
previous studies,’ says Schizas. ‘The 
better the reporting environment is to 
begin with, the more beneficial IFRS 
convergence… becomes. That would 
prompt them to ask, what good is 
convergence in an emerging market?’

Such findings, which were repeated 
in the ACCA-commissioned study of  
IFRS in Europe, were disappointing for 
the accountancy profession at first, 
not least because bodies have usually 
argued that meeting global reporting 
standards can only improve economic 
performance. The new study may give 
new credence to the arguments of  the 
accounting profession. A large number 
of  companies have seen limited 
benefits from IFRS convergence but 
many others have had a more positive 
experience – namely those that were 
run with the greatest transparency. 

The upshot is that convergence has 
helped some firms in China, especially 
those that need capital the most. 

Alfred Romann, journalist

                                       FOR MORE  ON ACCA’S REPORT VISIT
                                         www.accaglobal.com/reporting
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ALL 
CHANGE

T
he Malaysian financial 
landscape will experience 
major fundamental changes 
with the advent of the 

Financial Services Act 2013 (FSA). 
The Act will change the face of 
banking regulation as well as some 
aspects of its operations, including at 
the holding company level. 

The new law, now awaiting the 
royal assent, is a push from the 
regulators. But it is not without 
perceived shortcomings. 

Malaysia is not alone in cleaning 
up its regulations. The UK has 
enacted similar legislation. And, 
the US has also introduced 
legislation, especially on the 
banking front. The genesis of  
many of  these moves is the recent 
financial crisis with varying degrees 
of  impact on nations globally.

With the advances in the financial 
sector, Bank Negara Malaysia 
(BNM), the nation’s central bank, is 
trying to ensure that the regulatory 
and supervisory regime remains 
up-to-date. 

Unlike many other jurisdictions, 
Malaysia carries the added 
complication of  Islamic finance, a 
growing and now an integral part of  
the Malaysian financial architecture. 
Hence, the Islamic Financial 
Services Act 2013 (IFSA) comes 
alongside the FSA.

Promoting stability
At the central bank itself, the 
legislation has been described as 
a ‘major milestone’. The 309-page 
FSA introduces itself  as an Act 
to provide for the regulation and 
supervision of  financial institutions, 
payment systems and other relevant 
entities and the oversight of  the 
money market and foreign exchange 
market to promote financial stability 
and for related, consequential or 
incidental matters.

Together, the FSA and IFSA are 
supposed to have ‘significantly’ 
strengthened the foundations for the 
effective regulation and supervision 
of  financial institutions under the 
central bank’s purview. 

The bills combine six pre-existing 
statutes: the Banking and Financial 
Institutions Act 1989 (BAFIA), the 
Insurance Act 1996, the Payment 

Systems Act 2003, the Exchange 
Control Act 1953, the Islamic 
Banking Act 1983 and the Takaful 
Act 1984. The aim is to provide a 
comprehensive and cohesive legal 
framework for the financial sector. 

Key enhancements in the 
legislation include increased 
transparency in regulatory matters, 
a more differentiated regime for 
different categories of  financial 
intermediaries that reflect the risks 
posed by institutions to the stability 
of  the overall financial system, 
strengthened provisions for business 
conduct and consumer protection, 
as well as broader powers and 
instruments for enforcement and 
supervisory interventions by the 
bank, according to BNM.

As for IFSA, the principal 
regulatory objective is to promote 
financial stability and compliance 
with Shariah. Islamic finance 
transactions must comply with 
the Shariah rules, failing which its 
contracts are voidable. Hence, IFSA 
is supposed to ensure that Shariah 
has been taken into account when 
the players are involved in the 
Islamic finance market.

The Act came about in the 
aftermath of  the various financial 
crises. Malaysia was hit hard by 
the 1997 Asian financial crisis. 
‘Indonesia was practically bankrupt 
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Like many other countries, Malaysia has responded to the global financial crisis with 
new legislation aimed at promoting financial stability. But does the Financial Services 
Act 2013 hand over too much power to the central bank?

during the Asian financial crisis, 
mostly due to the huge foreign 
borrowings. The exchange rate went 
against them,’ said a local banker. 
There were lessons for Malaysia from 
what happened on the home front, in 
Indonesia and around the globe.

‘The Act consolidates the 
regulatory experience which has 
been gathered over the years since 
BAFIA was brought into force,’ 
said Gopal Sundaram, a former 
BNM assistant governor and one 
of  the architects of  the law. ‘A lot 
of  the information also came from 
laboratories that existed to deal with 
the Asian crisis and European crisis.  
We saw how certain issues were 
dealt with.’

But Malaysia is not alone in 
making major changes to its 
financial legislation architecture. 
Advanced economies such as the 

UK have also taken steps to overhaul 
their regulatory regime. Around the 
same time, the UK promulgated 
a whole new set of  legislation, 
incidentally also called the Financial 
Services Act. It is designed to deliver 
‘significant reform’ of  the UK’s 
current regulatory system, which 
divides responsibility for financial 
stability between the Treasury, the 
Bank of  England and the Financial 
Services Authority (FSA). 

What the Act means
In Malaysia, the new set of  
legislation attempts to bring about 
uniformity in the regulation of  
institutions. For example, the Act 
governs insurers, payment systems 
and financial institutions. In the 
past, different regulations would 
come into play. ‘When it comes 
to, say, investigations, you don’t 
need three different regulations as 
before,’ said a corporate lawyer. 
That has now been simplified.

The Act has also enhanced the 
types of  enforcement activities that 
can be adopted, beyond criminal. 
‘The civil money penalty provisions 
are practically new. They give you a 
greater flexibility in measures that 
can be taken,’ said one banker.

On the shareholding level, 
one major departure is that 
the central bank now wants to 
extend its supervision to even the 
holding companies. In the past, 
they stopped at the bank or the 
insurance company level, not really 
peeking into the affairs of  the 
parent company. Not anymore.  The 

Act defines a ‘financial holding 
company’ as one that holds an 
aggregate of  more than 51% 
interest in shares of  a licensed 
person, or has an aggregate interest 
in shares of  55% or less but has 
control over a licensed person.

The FSA prudential standards 
now extend to the financial 
holding companies. BNM may also 
specify prudential standards for 
subsidiaries of  financial holding 
companies. ‘Extensive powers are 
also given to Bank Negara to issue 
directions to the financial holding 
company, its subsidiaries and 
officers,’ said Sundaram.

Hence, the holding company 
now has to ensure an appropriate 
level of  core capital ratio (CCR). 
It could mean issuance of  new 
shares to overcome any shortfall, 
possibly creating dilutive effects for 
existing shareholders. The holding 
company would also have to pay 
heed to solvency standards, group 
liquidity standards, group corporate 
governance standards and group-
wide risk management standards.
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Among those that may be 
impacted are Hong Leong Financial 
Group Bhd (HLFG), CIMB Group 
Holdings Bhd and RHB Capital Bhd. 

Too much power?
Another beef  bankers may have 
with the impending Act is the 
concentration of  power with the 
regulator. Some financial industry 
executives voiced concerns about 
the central bank being given too 
much power. ‘They have a big say in 
so many areas,’ said one banker.

Similar sentiments were expressed 
as the UK underwent its own FSA 
process. Sir Donald Cruickshank, 
who carried out two reviews of  
the banking sector for the Labour 
government, condemned the 
government’s shake-up of  financial 
regulation, warning that it would 
fail to tackle competition and that it 
would concentrate too much power 
in the hands of  the Bank of  England. 

‘Do not implement the huge 
concentration of  power in the 
Bank of  England that is inherent 
in the government’s proposals for 
banking reform. Therein lie the 
roots of  future crises and ineffective 
regulation,’ he wrote in October 
2012 when he appeared before the 
UK’s cross-party parliamentary 
commission on banking standards.

But he did not, of  course, 
suggest giving a free pass to the 
banks. In one stinging comment, 
he did say that bank boards had 
failed to root out ‘poorly structured 
incentivisation policies throughout 
the banks – not just at senior levels’.

Another issue in Malaysia was the 

perceived lack of  consultation. The 
Financial Services Bill 2012 went for 
the first reading in the Dewan Rakyat, 
the lower house of  the parliament, in 
November 2012. By mid-December, 
the Dewan Negara, the upper house 
of  parliament, had passed both 
the FSA and IFSA. ‘The government 
should have given more time to 
stakeholders to provide their input,’ 
said an insurance company executive.

 However, on balance, it seems 
that the central bank is ahead of  
the curve in pushing forward the 
new legislation. The FSA, along with 
IFSA, will provide the authorities 
with an opportunity to provide a 
clearer and more comprehensive 
framework to oversee the ever-
changing industry. 

Rehmat Mansoor, journalist

The FSA is an omnibus legislation which covers banking, insurance, 
investment banking, operating specified payment systems, the issuance 
of designated payment instruments, insurance broking, money broking, 
financial advice, merchant acquiring services, adjusting business and 
representative offices of foreign institutions carrying on business outside 
Malaysia which corresponds to, or is similar to, the business of any 
authorised person or registered person.

The FSA enables a continuing reception and application of  global 
prudential requirements by empowering Bank Negara Malaysia to specify 
standards relating, inter alia, to capital adequacy, liquidity, corporate 
governance, risk management, related party transactions, maintenance of  
reserve funds, insurance funds and the prevention of  financial institutions 
from being used for criminal activities. 

Bank Negara Malaysia is also empowered under the FSA to specify 
standards for payment systems, standards on business conduct and 
standards or codes for the purposes of  developing or maintaining orderly 
conditions or the integrity of, the money market or foreign exchange market.

  *A COMPREHENSIVE FRAMEWORK
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H
ow many times 
have you woken 
up to the sound of 
the day’s business 

news being reported on 
the television or radio? In 
the vast majority of cases, 
the journalist will focus 
exclusively on the numbers 
coming out of the business 
– the previous quarter’s 
turnover, profits and earnings per 
share figures will be dissected in 
minute detail, before the inevitable 
prediction is made about how the 
company’s share price will perform 
when the markets open.

Yet how many times have you 
checked later in the day to see whether 
these predictions have come true? 
Unless you work in the financial 
markets, or for the particular company 
concerned, probably not that often. 

Predictions confounded
Take my word for it: more often 
than not, the markets will respond 
very differently from the confident 
predictions made only hours earlier 
on the breakfast news. It isn’t that 
markets have a mind of  their own, but 
that they take into account a broader 
range of  factors than just the financials 
when determining the value of  a 
particular stock. 

The way businesses report has failed 
to keep up with this reality. Integrated 
reporting paves the way towards more 
meaningful, concise and material 

disclosures, bringing 
corporate reporting up to 
date.

Let me be clear. Numbers 
are an absolutely essential 
part of  today’s corporate 
reporting landscape. They 
provide a measurable 
benchmark from one 
reporting period to another, 
they are trusted by investors, 

and assurance can be provided around 
the process of  preparing the financial 
statements, which helps to underpin 
confidence. And, thanks to the work 
of  financial reporting standard setters 
around the world, the International 
Accounting Standards Board (IASB) 
and Financial Accounting Standards 
Board (FASB) especially, the quality of  
financial reporting today is very high. I 
am proud that both the IASB and FASB 
are represented around our table at 
the International Integrated Reporting 
Council (IIRC) and that earlier this year 
we cemented our relationship with 
the IASB through a memorandum of  
understanding.

But think of  a business today – for 
example, one of  the major businesses 
involved in the IIRC’s pilot programme 
such as Coca-Cola, Hyundai, Microsoft 
or Unilever – and what you see is a 
melting pot of  creativity, talent, ideas, 
financial resources, global brands and 
reputation, all of  which contribute to 
the value placed on them as businesses. 
The numbers in the financial statements 
tell only a fraction of  the story and the 

predictive quality of  these statements in 
terms of  the long-term resilience of  the 
business is waning. 

It is also the case that population 
growth, the shortage of  natural 
resources and climate change are 
presenting businesses with very real 
challenges, both in terms of  managing 
risks and in demonstrating to investors 
the viability of  business models over 
the short, medium and long term. 

Rebuilding trust
Today’s reporting model was 
created at a time when financial and 
manufactured resources represented 
over 80% of  the value of  a business, 
yet in the early 21st century it 
is estimated that these physical 
resources typically represent only 
around a fifth of  a business’s market 
value. It is surely time to put in place 
a different vision that supports the 
rebuilding of  trust and confidence in 
reporting, enables more efficient and 
productive capital allocation decisions 
by investors, and creates efficiencies by 
breaking down silos in the business. 

That is the IIRC’s ambition and we are 
not alone. The IIRC is an international 
coalition of  businesses, investors, 
accounting bodies, regulators, standard 
setters and other market participants 
working together on creating a new 
reporting framework. Together with 
more than 90 internationally renowned 
businesses, and over 50 institutional 
investors, the IIRC is consulting over the 
next three months on the consultation 

VISION FOR THE FUTURE
It is time to unite behind the integrated reporting vision, says IIRC chief executive  
Paul Druckman, as the organisation launches its draft international framework
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caption style

draft of  its international integrated 
reporting framework.

I encourage you to take part in this 
consultation, which runs until 15 July 
2013. In the first place, you can read 
the consultation draft, which is at  
www.theiirc.org/consultationdraft2013. 
Please respond to the questions: if  you 
have strong views on only one aspect 
of  the draft, then you can just address 
that issue. We will be grateful for all 
contributions, and it is important that 
all voices are heard as we move forward 
towards the release of  the initial 
international integrated reporting 
framework this December. You can also 
participate in events all over the world 
during the consultation period – you 
can find the details of  workshops and 
other events on the IIRC’s website.

Business underpinning
Reporting matters to business and 
to the success of  the economy. It 
matters to investors, who must use 
the information to make capital 
allocation decisions. It matters to 
businesses themselves, which need to 
communicate how the business model 
and strategy are creating value over 
time. And it matters to society, because 
a properly functioning corporate 
reporting framework can underpin 
business resilience, financial stability 
and sustainable development. 

Businesses spend a lot of  time, 
money and energy on collecting 
management information and the 
corporate reporting cycle each year. 

Many readers will feel the burden 
of  reporting has increased to an 
unsustainable level over the past 20 
years and may question the wisdom 
of  embarking on a new initiative. But 
integrated reporting is designed by 
business for business. It is a market-
led evolution in reporting that seeks to 
address today’s challenges. 

I do not pretend that we have all the 
answers, but we are confident enough 
to invite you to shape the future of  
corporate reporting by taking part in 
our consultation, which will do so much 
to improve the business, investment 
and economic landscape for the future.
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The current and future application of capitals in integrated reporting have 
been set out in a recent background paper published by ACCA with the 
Netherlands Institute of Chartered Accountants. 

It explores the multiple capitals recognised by the International Integrated 
Reporting Council (IIRC) as fundamental to integrated reporting: financial 
capital, manufactured capital, intellectual capital, human capital, social and 
relationship capital, and natural capital. All organisations depend on various 
forms of  capital for their success, including ones they do not own, and the 
different capitals should be part of  the business model and strategy.

The report provides a sound basis for the role of  capitals in the integrated 
reporting framework. It suggests new proposals for improving the categorisation 
and descriptions of  capitals adopted by the IIRC and provides more background 
to what may be unfamiliar concepts to help in their practical application.

Rachel Jackson, head of  sustainability at ACCA and a member of  this 
paper’s steering group, says: ‘Although companies depend on the six capitals 
to different extents, collectively these capitals affect the long-term survival of  
any company and influence its value creation. Reporting on them is therefore 
a crucial element in future corporate reporting and will be necessary to meet 
stakeholders’ expectations.’

You can view the paper at www.accaglobal.com/capitalsir

  *CAPITALS APPRECIATION

Left: Hyundai is one of two South Korean 
businesses on the IIRC pilot programme; 
the other is SK Telecom

Above: Zhong Hua is a toothpaste brand 
from Unilever, which, along with more 
than 90 businesses and 30 institutional 
investors, is part of the IIRC pilot 
programme testing the principles, content 
and practical application of integrated 
reporting. The pilot programme will run 
until September 2014, so participants 
can test the draft framework in their 
reporting cycles

www.accaglobal.com/capital/sir


The framework lays the foundations 
for a new reporting model that will 
enable businesses to communicate 
concisely how they create value over 
time. An organisation’s business 
model is the vehicle by which it 
creates value. That value is embodied 
in the capitals that the organisation 
uses and affects. The assessment 
of an organisation’s ability to create 
value in the short, medium and long 
term depends on understanding the 
connectivity between the business 
model and a wide range of internal 
and external factors. 

An integrated report prepared in 
accordance with the framework will 
disclose those factors:

* Integrated reporting recognises that 
value is not created by or within an 
organisation alone, but is:

* influenced by the external 
environment (including economic 
conditions, technological change, 
societal issues and environmental 
challenges), which creates 
the context within which the 
organisation operates;

* created through relationships 
with others, including employees, 
customers, suppliers, business 
partners, and local communities;

* dependent on the availability, 
affordability, quality and 
management of  various 
resources.

* Integrated reporting therefore 
aims to provide insight about the 
following factors:

* the external environment that 
affects the organisation;

* the resources and relationships 
used and affected by the 
organisation, referred to in the 
framework as the ‘capitals’;

* how the organisation interacts with 
the external environment and the 
capitals to create value over the 
short, medium and long term.

*An integrated report results in a 
broader explanation of  performance 
than traditional reporting by 
describing, and measuring where 
practicable, the material elements of  
value creation and the relationships 

between them. In particular, it makes 
visible all the capitals on which value 
creation (past, present and future) 
depends, how the organisation uses 
them and its effects on them.

*The mission and vision 
encompassing the entire 
organisation set out its purpose and 
intention in clear, concise terms.

*Those charged with governance 
are responsible for creating an 
appropriate oversight structure, 
within which the various elements 
are in dynamic flux. 

*Continuous monitoring and analysis 
of  the external environment in 
the context of  the organisation’s 
mission and vision identifies relevant 
opportunities and risks. 

*The organisation’s strategy 
identifies how it intends to maximise 
opportunities and mitigate or 
manage risks. It sets out strategic 
objectives and strategies to achieve 
them, implemented through resource 
allocation plans. 

Framework fundamentals
We provide key extracts from the consultation draft of the integrated reporting framework, 
picking out the essential threads that will weave a more effective reporting structure
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FINANCIAL
MANUFACTURED
INTELLECTUAL
HUMAN
SOCIAL AND RELATIONSHIP
NATURAL

      THE CONSULTATION DRAFT, WITH
        DETAILS OF HOW TO COMMENT, IS AT
          www.theiirc.org/consultationdraft2013

*At the core of  the organisation is 
its business model, which draws 
on various capitals in one form or 
another as inputs and, through its 
business activities, converts them 
to outputs (products, services, 
by-products and waste). The 
organisation’s activities and outputs 
affect the capitals. Some capitals 
belong to the organisation while 
others belong to stakeholders 

             * THE SIX CAPITALS

or to society more broadly. The 
organisation and society therefore 
share the cost of  input capitals and 
the value created by the organisation.

*The organisation needs information 
about its performance, which 
involves setting up measurement 
and monitoring systems to provide 
information for decision-making. 

*The system is not static; regular 
review of  each element and its 
interactions with other elements,  
and a focus on the organisation’s 
future outlook, leads to revision  
and refinement.

The consultation deadline is 15 July.

The essence of integrated reporting is that an organisation creates (or 
destroys) value over time by using, and affecting, the six capitals (or resources 
and relationships) listed here in the context of its external environment (those 
aspects of the legal, commercial, social, environmental and political context 
that affect it). 

The value that is created, or destroyed, is stored in the capitals that flow 
through the organisation. Changes in the capitals over time are, therefore, the 
measure of  value created or destroyed by the organisation.

What goes on inside the organisation determines how it interacts with the 
external environment, what capitals it uses and how it affects them. This is the 
organisation’s unique value creation story, which integrated reporting, and in 
particular the integrated report, seeks to demonstrate.
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Left: Coca-Cola already publishes a 
sustainability report and has been 
engaged in gap analysis to help identify 
what the business needs to be able to 
produce a fully fledged integrated report

Above: Microsoft, like many IT 
companies, recognises that human and 
intellectual capitals are its lifeblood, 
and is seeking to clarify the links and 
interdependencies with financial capital

www.theiirc.org/consultationdraft2013
www.theiirc.org/consultationdraft2013


In his latest quarterly report, ACCA’s Manos Schizas explains why 
the surge in optimism about prospects for the global economy 
recorded earlier this year is likely to prove short-lived

Just under 2,000 finance 
professionals took the 17th edition 
of the ACCA/IMA Global Economic 
Conditions Survey in late February and 
early March – and painted a picture 
of increasing optimism across most 
parts of the world. Nearly one-quarter 
(24%) of respondents said they were 
more confident about the prospects 
for their organisations than they had 
been three months earlier, up from 
19% in late 2012. Over two-fifths 
(43%) believed the global economy 
was improving or about to do so, up 
from 30% in the previous quarter.

This wave of  optimism was evident 
across the board, with members in 
large corporates perhaps a little more 
buoyant than others. The Americas, 
Western Europe and South Asia led the 
recovery, while Africa, weighed down 
by a very challenging environment 
for SMEs and non-profits, provided a 
significant and worrying exception.  

While the rise in global business 
confidence remained significant even 
after controlling for changes in the 
composition of  our sample, it also 

CONFIDENCE GAINS WERE 
NOT, ON THE WHOLE, DUE TO 
IMPROVED FUNDAMENTALS

 *THE VIEW FROM ASIA PACIFIC
In China and Hong Kong, business confidence grew both in late 
2012 and in early 2013. Input prices continued to stabilise and 
respondents reported fewer problems caused by fluctuating 
foreign exchange rates as well as less concern about their 
customers or suppliers going out of business. The economy has, 
however, lost a lot of its dynamism, with both employment and 
new orders slowing.

In Singapore, business confidence also grew in early 2013, 
with respondents pointing to a more dynamic economy, stronger 
capital spending and easier access to finance, although 
inflationary pressures were also stronger. Small accountancy 
practices recorded particularly strong confidence gains.  

There was also more confidence in Malaysia, amid easing 
cashflow conditions and rising capital spending. The country, 
however, remains a laggard in the wider region, dependent 
on the public sector for growth, and with a labour market not 
strengthening in step with the country’s economic dynamism. 

remained significant after taking into 
account such fundamental factors as 
changes in business revenues, access 
to finance, cashflow conditions and a 
range of  value-added opportunities. 
This is not good news as it means the 
confidence gains were bigger than could 
be justified by improved fundamentals.

This is not to say the fundamentals 
did not improve at the global level. 
Access to finance has become easier 
since late 2012, and although capital 

spending is flat, employment and 
investment in staff  development are 
both growing, driven by rising orders.   

The problem is that all this new-
found optimism depends crucially 
on expectations of  a stronger global 
recovery, and I believe that much of  
this optimism is seasonal; it showed 
up in early 2012 and in previous 
first-quarter surveys, and is generally 
reversed as the year draws to a close. 
Remember, many finance professionals 
work in industries that hire and pay 
bonuses in the first quarter; that’s 
bound to lighten the mood, even before 
one counts the festive boost observed 
in much of  Asia around the time of  the 
Chinese New Year.

There is one more reason to expect 
a significant loss of  confidence in the 
second quarter of  2013. Fieldwork 
for Q1 was already almost complete 
on 16 March when news emerged of  
the controversial Eurogroup decision 
to impose a depositor levy as part 
of  the resolution plan for troubled 
banks in Cyprus. It’s obvious that 
this measure, later adjusted to a 
depositor and bondholder bail-in, has 
strongly influenced confidence in the 
banking sector of  eurozone countries, 
but it’s unclear how businesses have 
responded. Our Q2 survey will be 
consider the issue in detail.

32 Taking the pulse 
of the global economy
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THE ACCA/IMA GLOBAL ECONOMIC CONDITIONS SURVEY – HOW TO TAKE PART
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The views of ACCA members are 
highly valued and receive widespread 
media coverage – in fact, our quarterly 
economic survey is ACCA’s most cited 

publication. So why not have your 
say when the next quarterly survey 
opens in late May 2013? Everyone can 
participate – simply look for the link 

in AB Direct or watch out for the email 
invitation. The survey is carried out in 
association with the US-based Institute 
of Management Accountants (IMA).

FINANCE PROFESSIONALS’ VIEWS 
OF THE KINDS OF BUSINESS 
OPPORTUNITIES IN ASIA PACIFIC
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THE ACCA CONFIDENCE INDEX
The Confidence Index assesses business confidence among ACCA members by subtracting 
the percentage saying they have lost confidence from the percentage who still have it

The ACCA Confidence Index 
correlates strongly with 
economic growth globally. 
A reading of below -13 
suggests the economies 
of the developed world are 
contracting and the global 
economy is grinding to a halt.

TAKING THE GLOBAL TEMPERATURE
The ACCA Confidence Index reveals much less 
pessimism in mainland China than in the rest of South 
East Asia, although few regions were optimistic.

Total Q4 2010–Q1 2013 sample: 17,657 responses from ACCA members around the world
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In economically trying or uncertain 
times, the default response is to cut 
costs. We saw this happen in 1997, 
during the Asian financial crisis, and 
in the 2008 global financial crisis. 

You would think that by this time, as 
the European crisis and uncertainty 
in the US continue to threaten Asia, 
businesses would have done all 
the cost-cutting they could absorb. 
Apparently you would be wrong. 

‘A lot of  the low-hanging fruits are 
already gone,’ Nigel Knight, managing 
partner at Ernst & Young’s Advisory 
Services in Asia, recently told me. These 
include basic headcount management, 
working capital improvement around 
purchasing and procurement, and 
slashing discretionary spend such as 
travel and expenses (T&E).

But the pressure to cut remains 
intense. Resources firms in Australia, for 
example, and many enterprises in China 
face regulatory headwinds and slowing 
economic growth. With the top line 
stalling, companies must improve their 
bottom line to keep stakeholders happy.

What consultants like Ernst & 
Young are seeing, says Knight, are 
companies moving to a new ‘level of  
sophistication’ in cutting costs. 
‘For example, T&E spend was 
traditionally just putting 
arbitrary controls on 
travel,’ he notes. ‘Now the 
initiatives that are taking 
place are much more 
analytics-based.’

The Big Four firm is 
working with a large 
pharmaceutical firm 
to harness analytics, 
and track and analyse 
T&E spending in all 
business units across 
the region to find 
ways to leverage on 
total spending to 

Why cost-cutting will never stop
[Having already made basic post-financial crisis cuts in headcount, procurement and discretionary spend, 

companies are now coming under pressure to take more radical approaches, writes Cesar Bacani 

maximise discounts on hotel nights, for 
example, flights and telecom expenses.

A similar approach is being applied 
to shared services. The first round of  
cost-cutting involved outsourcing basic 
finance and procurement activities. 
‘Now we’re seeing another round,’ 
says Knight, ‘which is extending the 
scope, and also using the 
information to generate 
further reductions.’

Another effort focuses on the supply 
chain. ‘There’s a lot of  fat to take out,’ 
says Knight, ‘just in the way in which 
companies globalise spending between 
countries and also in manufacturing 
strategies. There’s quite a push even 
in China, which is becoming more 
expensive, to move manufacturing 
capability to Vietnam, Laos and so on.’

‘Multinationals are also looking at 
their processes much more from an 
end-to-end perspective, looking to 
simplify and standardise core processes 
– procure-to-pay, order-to-cash and 

so on – right across the business. 
They are trying to take advantage 

of  savings that are 
not generated in 

individual business 
units or countries, 
but across 

geographies and 
business units.’

At this point, I could almost 
expect cloud computing service 

providers to chime in, software-
as-a-service purveyors, managed 

IT services guys, teleconferencing 
providers, business intelligence and 
analytics software makers…

For plucking the cost-cutting 
fruits higher up on the tree can 
mean spending money first for new 
infrastructure, software and expertise – 
which may end up costing more if  the 
implementation is not done right. The 
consultants will be there to help, but 
they, too, will require paying. 

‘You need to spend to save,’ argues 
Knight. Maybe. The business will be 
depending on finance professionals to 
make sure the more sophisticated ways 

of  cost management do not use 
more money and other resources 
than the savings they will bring in. 

Cesar Bacani is editor-in-chief of 
CFO Innovation Asia
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Soon, the capital market and 
investors may require the expertise of 
etymologists, given the recent string 
of cases of independent advisers (IAs) 
concluding that proposed corporate 
exercises are ‘not fair but reasonable’. 

Who can blame the minority 
shareholders of  listed companies for 
feeling confused and powerless when 
presented with seemingly ambivalent 
advice? The IA tells them an offer for 
their shares or a deal is unfair, but in 
the same breath, it recommends that 
they accept the offer or vote for the deal 
because it is deemed reasonable.

It all began in March 2010, when 
the Securities Commission (SC) 
issued a consultation paper on offer 
documentation for take-overs and 
mergers. In it, the SC noted that 
IAs had evaluated the fairness and 
reasonableness of  offers as a 
matter of  market convention, 
and that in Malaysia, ‘fair and 
reasonable’ was treated as a 
composite term. It was also 
pointed out that there was no 
definition for the term. 

The SC says, ‘The 
Commission is of  the view 
that since the standard of  
“fair and reasonable” 
is used to determine 
whether an offer 
should be accepted 
or rejected, it is 
important that such 
a standard be clearly 
defined and interpreted 
in a consistent manner.’

Through the paper, 
the SC proposed to 
advise IAs on the 
interpretation of  what is 
‘fair and reasonable’. Last 
November, the proposed 
changes became part 
of  the SC’s Practice 

Can an unfair deal be reasonable?
[In some assessments of potential corporate offers or deals, independent advisers are discombobulating 

investors with seemingly ambivalent advice, says Errol Oh. It all boils down to the definitions of two words

Note 15 (PN15) of  the Malaysian Code 
on Take-overs and Mergers 2010. A 
key difference is that the term ‘fair and 
reasonable’ is now two distinct criteria.

Assessing fairness of  a take-over offer 
is quantifiable: if  the offer price is equal 
to or higher than the market price, but 
lower than the value of  the securities 
that are the subject of  the offer, the 
offer is considered ‘not fair’. Conversely, 
a fair offer is when the offer price is 
equal to or higher than the market price 
and is also equal to or higher than the 

value of  the securities.
Reasonableness is a 

bit more challenging 
to establish. Says the 

PN15: ‘In considering whether a take-
over offer is “reasonable”, the IA should 
take into consideration matters other 
than the valuation of  the securities that 
are the subject of  the take-over offer.’

The PN15 specifies five factors that 
IAs should consider when evaluating 
reasonableness, but it also reminds 
IAs that they are expected to take into 
account ‘all relevant factors’.

The decoupling of  ‘reasonable and 
fair’ has paved the way for IAs to 
recommend acceptance of  an offer or 
approval of  a proposed transaction 
even if  it is considered not fair but 
reasonable. This is how it is explained 
in PN15: ‘Generally, a take-over offer 

would be considered 
“reasonable” if  it is 
“fair”. Nevertheless, an 
IA may also recommend 
for shareholders to 
accept the take-over offer 
despite it being “not fair”, 
if  the IA is of  the view 
that there are sufficiently 
strong reasons to accept 
the offer in the absence 
of  a higher bid and 
such reasons should be 

clearly explained.’
Even with explanation, 

it is hard for most investors 
to digest advice that they 
should support something 
that is described as unfair 
yet reasonable. IAs are meant 
to safeguard the interests of  

shareholders by enabling them 
to make informed decisions on certain 
transactions. However, when investors 

find it difficult to take 
independent advice, 
it is neither a fair nor 
reasonable situation.

Errol Oh is executive editor 
of The Star
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[Engaging in the IIRC’s consultation is vital in 
developing the integrated reporting framwork, 
says ACCA president Barry Cooper

It has always been a source of pride to me that ACCA 
has been at the forefront of developments within the 
accountancy profession – the move to ensuring that 
our syllabus was based on International Financial 
Reporting Standards (IFRS) being just one.

Now ACCA is once again demonstrating its 
pioneering credentials by not only being one of  the 
first adopters of  integrated reporting (IR) – having 
produced our most recent annual report to IR 
principles – but also by calling for the business 
community, companies and investors alike to ensure 
they help shape the future of  IR.

 We have urged these groups to respond to the 
International Integrated Reporting Council (IIRC) 
consultation draft on an integrated reporting 
framework to help develop a new corporate reporting 
model. This will enable organisations to communicate 
their activities more effectively and provide clear 
information to stakeholders.

 ACCA, as a committed member of  the IIRC, believes 
that responding to the draft is important, so that any 
resulting reporting framework reflects the needs of  an 
increasingly complex and demanding global market. 

 In my meetings with members, employers and tuition 
providers, many have commented favourably on our first 
annual report produced along IR lines – which enabled our 
stakeholders to see the bigger picture brought together in 
what is hopefully an easily digested document. Our next 
report will be another step along the IR route.

 But this initiative is not only an opportunity to demonstrate 
leadership and innovation in the accountancy profession. 

 It is also critical that those you advise play their part in helping 
to shape the future of  integrated reporting, by looking at issues 
and challenges which can be addressed now and which 
ensure that the IIRC gets the full picture.

 You have a critical role to play, and I urge 
you and your companies to engage in the 
consultation process.

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

Don’t ignore the draft
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Severe sandstorms in Beijing in March 
highlighted the impact of desertification

Q What are the main challenges 
for firms in Canada? 
A Many clients are looking 
beyond North America for new 
business. That calls for greater 
country and industry-specific 
advice from firms as financial, 
regulatory and operational 
risks may vary enormously or 
be subject to sudden change. 
Closer to home, clients want 

to be kept in the loop on issues such as the 
implications of  reporting convergence and audit 
quality enhancement initiatives.

Q How have changing client needs affected the 
qualities that firms look for?
A It’s all about creating value for clients. That starts 
with building strong relationships and earning trust, 
while developing – and applying – deep knowledge 
of  their sectors and markets. Strong technical skills 
and sound ethics are also important, plus the ability 
to lead and work in teams. 

Q What advice would you give newly qualifieds?
A The decisions you make now are likely to have 
long-lasting effects on your career. Think through 
what you’ve done so far. What excited you? What 
did you enjoy? And what knowledge and skills 
might you need to achieve your long-term goals? 

Q How critical are networking skills?
A Firms are increasingly involved in business 
development activities, such as pitching for work 
or staying tuned for new opportunities. Internal 
networking is also important, especially if  clients 
need diverse services from your firm. 

Q If you hadn’t gone into finance, what would you 
have done instead?
A Maybe become an engineer, but my father was 
an accountant and took me into his office, so this 
career path was on the cards. However, these days, 
I don’t swing around in my chair or make paper 
planes from printouts of  financial statements!

FIRM FACTS
Coverage: 5,700 partners and staff  in 26 locations 
Core values: Excellence, value, teamwork

MAZARS WINS INAUGURAL 
SUSTAINABILITY AWARD  
Audit and accounting firm Mazars has 
scooped the Eco Advocate Award at 
the inaugural Asia-Pacific Leadership 
Awards, presented by Singapore-
based non-profit organisation 
Asia-Pacific Enterprise Cooperation 
Limited. The firm was singled out 
for its commitment and involvement 
in the Million Tree Project, which is 
aiming to impede the desertification 
that is spreading across Inner 
Mongolia and affecting towns and 
cities in China. To compensate for 
its carbon footprint, Mazars has 
promised to plant 5,000 trees each 
year. Staff  from its four offices in 
China are helping to plant trees as 
well as encourage sustainable farming 
methods through local education.

THUMBS UP FOR E&Y CHINA
Ernst & Young is one of  the best 
companies to work for in Greater 
China, according to a survey conducted 
by the Great Place to Work Institute. 
It was the first time that the global 
research, consulting and training 
firm had focused on China. Michael 
Wong, Greater China managing 
partner – people at Ernst & Young, 
said communication was essential 
for a favourable working environment, 
inclusive corporate culture and 
clear career development path. ‘It is 
heartfelt communication between the 
management and employees, and the 
sharing of  ideas among employees, that 
makes E&Y a truly big family working 
towards a common goal,’ he said.

The view from: 
Canada: Ali Arslan Abbas FCCA, 
manager, audit and assurance, PwC

37Practice



There’s a cannonball that takes pride 
of place on Geoff Barnes’ mantelpiece 
at home. It is no ordinary cannonball 
– it last saw active service during 
the American Civil War in the 1860s. 
Barnes brought the ball back home 
after delivering a speech to colleagues 
a few years back. Knowing his 
enthusiasm for all things to do with 
the war, the partners at one of the 
network’s US member firms presented 
him with the gift. Getting it back into 
the UK was a problem, however – the 
ball required considerably more 
paperwork than a traditional after-
speech gift would have needed.

As president of  Baker Tilly 
International, the network that spans 
156 firms in 131 countries around 
the world, Barnes is no stranger to 
international travel bureaucracy, as he 
reckons he spends around nine months 
each year out of  the UK. The extent of  
the Baker Tilly International empire 
is such that, in any given month, he 
regularly passes through Heathrow to 
a meeting in say Beijing, having just 
visited colleagues in Latin America.

At 67, one would have thought that 
such international travel would have 
taken its toll, but he looks remarkably 
well on it. Perhaps his appearance is 
buoyed by the solid performance that 
his network has just announced – fees 
are up 3% to reach $3.3bn ($3.2bn in 
2011), consolidating its position as the 
eighth largest international network of  
accountancy firms in the world.

‘I’m very pleased with that, given the 
global marketplace at the moment,’ he 
says. ‘Regionally, the Asia Pacific 
region has been a big growth area, 
specifically China, which has seen 
enormous growth, coming in with 
revenue of  between US$150m and 
US$160m. Two years ago it was 
$66m.’ Barnes also reveals that Latin 
America has grown 14%, while Europe 

has grown 8%, a solid performance 
despite flat fee growth in the UK. ‘We 
have seen growth in Russia, the ‘Stans, 
Netherlands and Germany.’

However, the network has 
experienced a fall in its US fee income, 
in part through losing two major firms 
after a rebranding campaign that led to 
one of  its largest US firms gaining 

exclusive rights to the Baker Tilly 
name. ‘They left to join other networks, 
but it’s a temporary drop, and we are 
talking to a number of  other major 
firms – if  we had this conversation 
next year we would see a different 
complexion to the US numbers.’

Keeping up standards
He notes two other fast-growing 
areas – the Middle East and Africa – 
but also accepts these markets are 
coming from a low starting point 
and it is established firms in mature 
marketplaces that are bringing in the 
lion’s share of  fees. ‘We expect our 
G20 members, who account for about 
80% of  our global revenues, to be 
looking at serious growth.’

Alongside this growth, he expects the 
firms to maintain high-quality services. 
But how does he ensure this happens?

‘That is the challenge, frankly, for all 
networks, including the big guys. We 
are still a young network, having been 
around for only 25 years. But when 
we select firms, we are looking for a 
particular type. We have a common 
strategy, a global business plan based 
on the four pillars of  branding, 
positioning, consistency and 
collaboration. There may be different 
local nuances but these are the four 
cornerstones. And we expect all of  our 
member firms to follow these strategies. 
This means that, hopefully, we are all 
marching in the same direction.’

At the same time, he and his network 
have to deal with outside regulators, an 
issue that has been concentrating the 
minds of  international networks for 
many years now. It is an aspect that is 
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Battle for the numbers
Baker Tilly International is the eighth largest international network of accountancy firms in the 
world. Its president, American Civil War fan Geoff Barnes, explains the network’s success 

The basics
BAKER TILLY 
INTERNATIONAL

* Fee income 2012: $3.3bn

* No of countries: 131 

* No of firms: 156 

* No of partners: 2,650  
(2011: 2,577)

* No of professional staff: 
18,986 (2011: 17,965) 

* Total staff: 25,667  
(2011: 24,481)

* Offices:  672 (2011: 642)

IT’S NOT UNREALISTIC TO EXPECT CHINESE FIRMS 
TO BE CHALLENGING ESTABLISHED INTERNATIONAL
 NETWORKS IN THE NEAR FUTURE
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not easy because, as Barnes observes, 
the regulators are not ‘joined up’.

‘Regulation in the UK may be a 
little bit different from regulation in 
Australia, or New Zealand, or Chile. 
So when you are undertaking global 
assignments, there are issues. But 
regulation is fundamental, and you 
have to comply with it, though we also 
want to play our part in its evolution.’

Opportunity knocks
Which brings us neatly on to Europe 
and the so-called Barnier proposals 
that are set to rumble on well into the 
summer before any clear decisions 
are made. Here, Barnes sees an 
opportunity for firms within his and 
similar-sized networks. The notion 
of  shared audits, as opposed to 
joint audits, where mid-tier firms 
audit subsidiaries of  multinational 
companies that are audited by one of  

the Big Four, is gaining support. ‘We 
can do subsidiary work, and that works 
because audit committees and CFOs 
are realising that we can perform. And 
we can show we are hungry to perform 
at a fraction of  the cost,’ he explains, 
adding: ‘I’m not a Big Four basher, but 
the dynamics of  the economy are such 
that it does require more choice.’ 

It is a topic that has dominated 
Europe but one that has also 
percolated through to other areas. 
‘What it has done is wake up the 
buying community to the possibility of  
choice,’ he says. However, Barnes does 
acknowledge that the mid-tier groups 
need to ensure they have the resources 
to move into new markets.

One such new market is China. 
Writing in January’s edition of  
Accounting and Business, Barnes  
said that the accountancy profession 
should recognise and salute China’s 

progress and play its part in helping 
resolve the challenges that remain. So 
what is Baker Tilly International doing 
in the country?

‘We, along with others, see China as 
a major market, and a big driver of  not 
only our Asia Pacific region but 
internationally.’ Baker Tilly China 
operates as a single firm, based in 16 
locations, having merged with another 
firm, Vocation International CPA in 
2010. It is one of  China’s top 10 firms.

The network demonstrated its 
commitment to China when it held its 
annual world conference in Beijing last 
October. During the conference, Barnes 
told the assembled congregation that 
in the next decade five of  the biggest 
Chinese audit firms were likely to be 
international players. ‘The accounting 
profession in China is relatively young 
but it is on an accelerated upward 
trajectory; it is not unrealistic to expect 



a number of  Chinese firms to be 
challenging the dominance of  
established international networks in 
the near future,’ he said.

The Chinese government is keen to 
create domestic accountancy firms 
capable of  auditing the country’s huge 
state-owned enterprises (SOEs) as well 
as the legion of  rapidly growing 
businesses, especially as they 
increasingly look overseas for growth 
opportunities. As part of  this policy, 
China has recently brought in 
regulation mandating that audit firms 
should have a minimum of  60% of  
partners qualified as CICPAs by 2014. 
‘At Baker Tilly China we are some way 
ahead in this regard – all of  our senior 
partners and management team are 
Chinese nationals – and our active 
programme of  secondments is  
providing newly qualified CPAs with 
valuable international experience,’ 
Barnes says. ‘We want to be a big 
player in China,’ he adds.

Into Africa
The network also wants to be a big 
player in that other continent of  growth 
potential – Africa. ‘Go back 15 or 20 
years,’ says Barnes, ‘and the mid-
market accountancy firms had very 
little coverage in Africa; it was the 
domain of  the big firms. But now we 
are all over Africa, it is a major part of  
our strategy.’

Barnes observes that the continent 
can be split into sub-regional areas, 
each of  which has its own particular 
traits, characteristics and historical 
affiliations. ‘Doing business is a 
challenge,’ says Barnes, ‘there is still 
corruption and instability, and a lack of  
understanding about how capital 
markets work. But we are very excited.’

The network is pulling together to 
ensure the more developed firms help 
less developed ones across the 
continent. When the network 
announced new firms in Mozambique 
and Angola, the Portuguese firm was 
quick to lend its support in developing 
the practices.

Barnes sees particular growth 
opportunities for the network across 
Africa in the extractive industries, 
financial services and retail. 

explains.
As well as growing organically 

through exposure to high-growth 
markets, mid-tier firms are looking at 
growth through acquisition. Indeed, in 
January this year Baker Tilly Monteiro 
Heng merged with Moore Stephens AC 
in Malaysia to create the sixth largest 
accountancy firm in the country. And 
equally, there has been plenty of  talk 
over the last few years of  mergers at a 
network level, though Barnes is 
sanguine about such possibilities. 
‘There have been many mergers at a 
firm level, but it is a much taller order 
for network mergers,’ he believes, 
adding that such tie-ups could affect 
the ‘one-firm-per-country’ policy that 
Baker Tilly International guards very 
jealously. ‘It could be the next step for 
some,’ he says. ‘But do I have any 
evidence of  that? No.’

Another challenge for many 
organisations, including Baker Tilly 
International, is that of  talent retention. 
Barnes acknowledges that the millennial 
group of  up-and-coming accountants 
can become bored with the routine of  
auditing. ‘We have a reservoir of  
graduates who want to be stimulated 
through the whole of  their career, who 
want to use their grey matter,’ he 
explains, fearing that a more automated 
audit process will become an ever-
increasing turn-off. ‘We have been driven 
down this path by regulators, who 
believe that auditor independence can 
be compromised when auditors give 
advice to their clients. But young people 
like that element of  advice, not just 
ticking boxes.’

It is an age-old problem, one that 
Barnes and his colleagues around the 
world will continue to grapple with for 

some time, making the problem of  
importing a cannonball through the 
arrivals hall at Terminal Five look like a 
stroll in the park.

Philip Smith, journalist

The CV
Geoff Barnes began his 
accountancy career with Deloitte 
Haskins & Sells, where he 
studied for both the ACCA  
and ICAEW qualifications. After 
becoming a partner at 27, he was 
seconded to HM Treasury and 
then to the firm’s Paris office.

He then joined West End M&A 
boutique Casson Beckman, which 
merged with Baker Tilly in 1997. 
At the time Casson Beckman was 
a member of  Summit 
International, while Baker Tilly 
was a member of  BKR. The 
merged firm went with Summit.

In 2000, Barnes, now a senior 
partner, was approached to run 
the international network out of  
New York. But he didn’t want to 
move to the US – so the network 
moved its HQ to London, and 
Barnes took up the position of  
CEO and president. Two years 
later, the network rebranded as 
Baker Tilly International.

Married, with children and 
grandchildren, Barnes maintains 
his passion for the American Civil 
War, and is looking forward to 
watching Lincoln as soon as it is 
available as an inflight movie.

The Middle East is also proving 
fruitful, including Palestine, where 
there is a vibrant stock market. ‘It is 
another area we should be in, and our 
move into the territory was fully 
supported by the Israeli firm,’ he 

NETWORK MERGERS COULD AFFECT THE  ‘ONE-
FIRM-PER-COUNTRY’ POLICY THAT BAKER TILLY
INTERNATIONAL GUARDS VERY JEALOUSLY
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Hong Kong is a popular listing hub 
for big players in the mining industry
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Q How has the role of internal 
audit in the power and water 
sectors been changing to 
keep pace with economic 
developments? 
A There’s a greater focus on 
performance and risk, alongside 
traditional audit concerns like 
reporting and compliance. Take 
risk: we’ve devised a set of  risk-
based metrics and responses 

that enable us to anticipate, identify and evaluate 
financial, regulatory, operational and commercial 
risks on a quarterly basis. It’s even more pertinent 
for us; power and water projects typically involve 
long-range planning and massive capital investment. 

Q What are the key characteristics of successful 
internal auditors? 
A What’s absolutely essential is an ability to 
build up trust. You can’t do your job well if  you’re 
regarded as a policeman; it’s the responsibility 
of  internal auditors to show how their work helps 
colleagues to be more effective and make a greater 
contribution to overall corporate performance. 

Q How high a priority are global markets? 
A We have an ambitious expansion strategy; 
acquiring and investing in businesses in 
neighbouring countries is critical to our objective 
of  building a conglomerate with diverse interests, 
beyond power generation and water desalination. 
We want to be the industry leader throughout 
the Middle East, but we’ve also been exploring 
opportunities in India, South Korea and Europe. 

Q How do you like to relax and recharge? 
A I’m a big cricket fan. I watch, compete in a local 
team, and enjoy playing the game with my children. 
I’ve also become a bit of  a Facebook addict.

FAST FACTS
Business: power generation and water desalination
Market share (Qatar): 60% electricity, 70% water
Platts Top 250 global energy company ranking 
(2012): 233
Sales (2012): QR4.52bn (£813.6m)
Net profit (2012): QR1.44bn (£263.7m)

MINERS HIT PAYDIRT  
Hong Kong has become a top choice 
for miners about to start production 
or with early-stage projects who are 
looking to raise equity capital. Eleven 
resource companies launched IPOs 
in Hong Kong last year, raising some 
HK$20 billion, according to PwC. 
The trend has been fuelled by Hong 
Kong’s attractive listing environment 
and its location as a gateway to 
China. PwC global mining leader 
Tim Goldsmith said although market 
conditions in 2012 were challenging, 
it was clear that Hong Kong had 
become a listing hub for big players 
who were ready to mine proven 
reserves, to help meet China’s 
insatiable demand for resources.

HONG KONG IS SUPER-CHARGED 
Hong Kong has been called ‘a super-
connector’ in terms of  international 
finance by its Chief  Executive, CY 
Leung, in a speech at this year’s Credit 
Suisse Asian Investment Conference. ‘In 
this city we bring capital, people and 
ideas together on the doorstep of  the 
world’s fastest-growing large economy, 
the mainland of  China,’ said Leung. 
In addition to connecting the global 
financial community with China, Hong 
Kong is also a testing ground for market 
liberalisation, he added. ‘In terms of  
time and convenience, the route to 
China via Hong Kong is the shortest 
and the most cost-effective route. The 
shortest line between wherever you are 
in the world to the mainland Chinese 
market is via Hong Kong,’ said Leung. 

The view from: 
Utilities: Mohammed Aashikkhan, 
internal auditor, Qatar Electricity & 
Water Company

41Corporate



THE ELIMINATION OF THE FINANCE FUNCTION’S
CONTROL OF FINANCE TRANSACTION PROCESSES
COULD EVEN REMOVE THE NEED FOR FINANCE 
SHARED SERVICE CENTRES OR OUTSOURCING

As the responsibilities of CFOs widen 
and global finance functions shake up 
the way they operate, the traditional 
career path up through the finance 
function is becoming less clear and 
less linear. This presents challenges 
for CFOs planning future talent 
strategies that will be successful for 
their organisations, and for ambitious 
finance professionals considering how 
to move on in their careers.

We have talked to a number of  
finance professionals at organisations 
such as Accenture, IBM, Deloitte and 
Pearson to put together a report 
looking at these issues, which we have 
summarised in this article.

The report suggests a 
number of  trends that 
could affect finance 
talent management in 
the future, and 
focuses particularly 
on the implications 
of  further growth 
in shared 
services, 
outsourcing, the 
rise of  global 
business 
services  
and their 
relationships 
with the retained 
finance 
organisation. We 
hope to stimulate 
the debate on the 
future of  talent 
management in global 
finance functions.

‘Super delivery’ hubs
The country destination map 
for shared services and outsourcing 
is well established, but we expect 
that organisations looking to set up 
finance shared service centres, or tap 

into business process outsourcing 
operations, will increasingly 
concentrate demand in a few cities 
where such operations will aggregate. 
These cities could become innovation 
hubs for finance operations and, 
through their association with large 
organisations’ brands, will represent 
low-risk, desirable choices for finance 
departments.

Talent not cost to drive location
Access to talent may take precedence 
over cost as a driver in places where 
finance operations through shared 
services and outsourcing are based, 
particularly as labour arbitrage 
continues to diminish. Organisations 
will look closely at the capability 
profiles in certain locations, matching 
skills to work, and source and invest 

in senior talent in locations that 
they view as key talent pools. 

As a result, the finance career 
proposition may become 

location-sensitive. 

Technology and 
robotic software
With the increasing 
cost of  infrastructure 
and wage inflation for 
finance operations 
in the usual offshore 
locations, labour-
intensive models 
are becoming less 

attractive. While the 
last 10 years have seen 

increasing automation 
of  transactional finance 

activities, there remains 
a question as to whether 

levels of  adoption will change 
the game. If  they do, impacts 

may range from the need to move 
the provision and control of  finance 
transactions back to an ‘onshore’ 
environment through to decisions 
to move the control of  financial 
transactions from the finance function 

Talent trends
How will tomorrow’s finance function look and how will this affect talent strategies for global 
business? In new research, Jamie Lyon and Deborah Kops identify seven future trends

42 Corporate



to internal customers – the end users 
themselves. This effective elimination 
of  the finance function’s control of  
finance transaction processes could 
perhaps even remove the need for 
finance shared service centres or 
outsourcing. In the retained finance 
organisation, with the growing 
digitisation of  business, there will be 
a greater need to extrapolate, forecast 
and correlate ever increasing rich 
customer data sets, extending the 
boundaries of  traditional ‘business 
partnering’ activities. Is the finance 
function the natural source of  talent 
to supply people into this important 
area in the future?

Global business services
Finance career paths could be 
profoundly affected by global business 
services (GBS) implementation, with 
its trend towards aggregating the 
design and control of  the business 
model across the enterprise from an 
operational standpoint. The cross-
functional leadership required to 
manage GBS operations not only 
requires additional, and different, 
management capabilities, but also 
creates greater opportunities for 
broader enterprise leadership for 
finance professionals who aspire to 
positions beyond the finance function. 

‘Hollowing out’ the finance 
workforce
The shift towards adoption of  finance 
shared service and outsourcing 
models has changed the nature of  
the finance workforce, disrupted 
traditional career hierarchies and 
pathways, and ‘hollowed out’ finance 
careers in the retained finance 
organisation, causing a wide range 
of  career development structural 
implications that businesses and 
finance functions must address. 

Teuta Bakalli FCCA, CFO of Pepper Europe
‘As the role and responsibilities of  many CFOs broaden, it’s essential they are 
supported by a capable finance team that can bring expertise across a wide 
range of  finance disciplines, from core fiduciary and control responsibilities 
through to partnering with the organisation to drive financial insight and to 
support the strategic direction of  the business.

‘As the role of  the finance function continues to evolve, as a CFO I see a 
number of  challenges we must meet in developing talent. A much wider range 
of  skills are now called into play – a strong technical finance understanding is 
an essential prerequisite, but increasingly it must be completed by a broader 
range of  business and management capabilities – strong communication 
skills, influencing skills and, of  course, commercial acumen in certain roles. 

‘There are other challenges too; the advent of  finance shared service models 
and offshoring of  core finance activities raises significant questions on how 
talent in global finance functions can be best nurtured between the service 
organisation and the rest of  the finance function – traditional finance career 
paths are becoming disrupted. The nature of  finance leadership itself  is 
evolving also, as CFOs’ leading global finance functions increasingly manage 
finance teams that span different countries, cultures, working practices and 
languages, calling into play much broader leadership qualities.’

Teuta Bakalli is one of a number of finance professionals featured in  
the new ACCA report Talent and capability in global finance functions

  *TALENT PERSPECTIVE

           TO READ ACCA’S NEW TALENT REPORTS, VISIT 
     www.accaglobal.com/transformation

Increasing performance 
expectations 
Finance leadership will have to rethink 
its talent imperative aggressively, 
looking carefully at capabilities and 
at the finance function’s relationship 
with the business in order to help the 
business create value and growth. 
As a result, there may be a push to 
move even more ‘higher-value’ finance 
activities out into a shared service or 
outsourced environment, freeing up the 
retained finance function to intensify 
its focus on providing insight. 

Global workforce planning
Increasingly, viewing finance talent 
only through the lens of  the finance 
function will be a suboptimal 
approach, running counter to the 

reality of  today’s more matrixed, 
complex and virtual business 
structures, particularly with the 
introduction of  shared service and 
global business service operations. 
Effective global workforce planning 
across the finance organisation must 
play out at various levels: functionally; 
within a shared service or GBS context; 
geographically; and within different 
layers of  management. 

Jamie Lyon FCCA is head of corporate 
sector at ACCA and leads its finance 
transformation research programme. 
Deborah Kops is managing principal 
of consultancy Sourcing Change, and 
formerly a founding partner of one of 
the first global business processing 
outsourcing (BPO) units.
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Rooting out rigging
Fears of widespread match-fixing by organised crime syndicates have spurred sports 
regulators and law enforcement agencies to up their game against rigged results

Sports regulators, police and other 
players in the emerging global 
scandal over match-fixing and other 
forms of bribery, fraud and corruption 
need more dedicated accounting 
skills in-house to prevent, detect 
and prosecute offences. That’s the 
view of Dr Graham Brooks, a leading 
independent analyst of sports crime 
and senior lecturer at the Institute of 
Criminal Justice Studies (ICJS) at the 
University of Portsmouth, in England. 
‘Sporting institutions are behind the 
curve and need specialists including 
people trained in forensic accounting 
within them,’ he says.

Brooks is among numerous financial 
and law enforcement professionals 
concerned about the problems faced 
by sports regulators such as the Union 
of  European Football Associations 
(UEFA), the Fédération Internationale 

de Football Association (FIFA), the 
International Olympic Committee (IOC) 
and the International Cricket Council 
(ICC) as big money flows into sport 
through sponsorship, TV rights and 
betting (illegal, legal and online).

Brooks believes that large sports 
organisations focus too much on 
generating commercial revenue and too 
little on the integrity of  their sports.

Organised crime
His championing of  financial experts 
in professional sport follows recent 
revelations by EU law enforcement 
coordinating agency Europol after 
spending 18 months with police 
teams from five European countries 
investigating a criminal network fixing 

football matches around the world. 
It concluded that an organised crime 
syndicate with roots in Singapore had 
generated more than €8m in betting 
profits and made over €2m in corrupt 
payments; 14 people have already been 
convicted and sentenced to a total of  
39 years in prison.

Speaking at the agency’s Dutch 
HQ in February, Europol director Rob 
Wainwright said it highlighted ‘a big 
problem for the integrity of  football 
in Europe’ as well as globally. ‘This is 
match-fixing activity on a scale that 
we’ve not seen before.’

Brooks says that many legal betting 
organisations have a vested interest in 
sports being ‘clean’ as people will not 
bet if  they think there is widespread 
rigging of  results. These companies 
have the experience and systems to 
detect unusual betting patterns. ‘They 

report this but the sports authorities 
are just too slow or incompetent, or do 
not have the right people in place to 
deal with it,’ says Brooks. 

‘When something goes wrong, 
the police are called in, but by then 
they are chasing the money and it’s 
disappeared.’

Studies by Brooks and others 
suggest limited capacity and 
propensity on the part of  police in 
the UK to investigate fraud allegations 
because they focus on key performance 
indicators of  local concern, which 
might not include sports fraud. 

‘So in the UK you have a lack of  
focus from the sporting institutions 
and limited capability within the police 
to deal with this problem,’ Brooks  

says. ‘It’s an organised crime 
syndicate’s dream.’

Legal betting is only part of  the 
picture. Various sources including FIFA 
cite the estimated size of  the global 
sports betting market at between 
US$350bn and US$400bn a year. And 
IOC president Jacques Rogge claims 
that US$140bn of  this is illegal. Most 
such wagers are in cash, which is hard 
to follow without the help of  informants 
and confessions by offenders. 

Net tightens
Despite the difficulties, sports and 
betting company directors need to 
be concerned about their personal 
exposure to these problems. There 
is the threat of  jail and fines for 
offences variously defined as cheating, 
corruption, fraud, giving and receiving 
bribes, or failing to report a known or 
suspected offence. The international 
nature of  match-fixing is also driving 
cross-border cooperation between 
sports regulators and law enforcement 
agencies. The net is tightening.

A 2012 European Commission survey 
Match-fixing in sport: a mapping of criminal 
law provisions in EU 27 summarised 
offences and penalties for match-fixing 
in the EU. The practice is criminalised 
in all EU states but there is a lack of  
consistency. At one extreme, sports 
fraudsters in Germany and Greece can 
be jailed for up to 10 years. In the UK, 
a slew of  laws provide for fines and 
jail sentences from a few months to 
seven years and upwards depending 
on the gravity of  the offence. At the 
other extreme, sports fraud in Italy is 
punishable by a maximum of  two years 
in jail and fines of  less than €5,000.

‘YOU HAVE A LACK OF FOCUS FROM THE SPORTING 
INSTITUTIONS AND LIMITED POLICE CAPABILITY. IT’S 
AN ORGANISED CRIME SYNDICATE’S DREAM’

Seeing red: Pakistanis burn posters of 
cricketers Salman Butt and Mohammad 
Asif, who were jailed for their part in fixing 
a Test match against England in 2010
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Political will is strengthening. In 
its Nicosia Declaration in September 
2012, the EU, the European 
Commission and others declared 
match-fixing ‘one of  the most serious 
threats to contemporary sport’. It 
called for ‘dissuasive, effective and 
proportionate sanctions, including 
criminal and disciplinary sanctions’ to 
be put in place and enforced.

It also called on member states to 
prioritise the prosecution of  serious 
match-fixing cases, particularly those 
with cross-border implications, and 
noted a need for ‘urgent, concerted, 
and coordinated efforts from public 
authorities, the sport movement and 
betting operators’.

The European Commission is 
drafting formal guidance on best 
practice for preventing and combatting 
betting-related match fixing in 2014. 
Brussels has stressed it will continually 
assess whether actions taken at 
national level provide an adequate EU 
framework for online gambling or if  
additional measures will need to be 
taken at EU level. 

Money laundering
The EU is currently debating a fourth 
anti-money laundering directive and 
there are suggestions that the reformed 
law could extend to sports betting 
organisations, with the specific aim 
of  identifying bettors. Sports betting 

legislation is currently regulated on a 
national rather than an EU basis.

Identifying who gains could be vital 
in addressing a major problem: the 
difficulty of  proving that a game has 
been thrown or that individual players 
have rigged results rather than just 
having had a bad day on the pitch.

Meanwhile, the Council of  Europe 
(an organisation that pre-dates the 
EU and promotes co-operation on 
human rights and legal standards) is 
awaiting delivery of  a draft convention 
on the manipulation of  sports results. 
When the draft appears, the Council 
will decide whether to finalise it as a 
political convention or make it a non-
binding legal instrument.

In another sign of  the times, 
international police coordinating 
agency Interpol along with FIFA, 
UEFA and the Italian ministry of  the 
interior hosted 200 delegates from 
50 countries at a conference in Rome 
in January to discuss prevention and 
investigation of  football match-fixing. 
The gathering also included officials 
from other international organisations, 
national football associations, players 
and referee representatives, betting 
organisations, gambling regulatory 
authorities and law enforcement.

After the conference, John 
Abbott, steering group chairman 
for an Interpol-FIFA initiative on 
corruption in football, said: ‘We got 
very common agreement on the 
way forward and the importance of  
tackling match-fixing more effectively 
from now and into the future.’ 
Concrete steps have yet to be agreed, 
but Interpol and FIFA plan a rolling 
series of  events to raise awareness 
and make more detailed plans.

An Asian version of  the conference, 
held in Kuala Lumpur, Malaysia, 
followed in February. Yet with so many 
vested interests and little joined-
up thinking to date, truly effective 
and speedy change may involve 
the unthinkable, warns Brooks: ‘It 
may take a Lehman Brothers of  the 
sporting world – a big-name football 
club to go under – before people wake 
up and say something’s amiss here.’

Robert Stokes, journalist
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SINGAPORE

ESTABLISHMENT OF 
SINGAPORE ACCOUNTING 
COMMISSION
The Singapore Accountancy 
Commission (SAC), a new 
statutory body tasked 
with helping to transform 
Singapore into a leading 
global accountancy hub for 
Asia-Pacific by 2020, was 
established on 1 April 2013. 

The Minister for Finance 
has appointed Michael Lim 
Choo San as the chairman 
of  the SAC Board, with 
effect from 1 April. The 
Minister has also appointed 
13 other members to the 
board, including Chan Hon 
Chew, senior vice-president 
finance of  Singapore 
Airlines, and Leong Wai 
Leng, chief  financial officer 
of  Temasek Holdings. They 
represent stakeholder 
groups such as the public 
accountancy profession, 
professional accountants 
in business, academia, 
professional accountancy 
bodies and government.

TRANSITIONAL 
ARRANGEMENTS FOR THE 
INTRODUCTION OF THE 
SINGAPORE QUALIFICATION 
PROGRAMME (SINGAPORE QP)
On 1 April 2013, the 
Transitional Arrangements 
for the introduction of  the 
Singapore Qualification 
Programme (Singapore 
QP) and the Chartered 
Accountant of  Singapore 
(CA Singapore) designation 
were announced by Minister 
of  State for Finance, 
Josephine Teo. According 
to these transitional 
arrangements:

* All CPA Singapore holders 
will be automatically 
converted to the CA 
Singapore designation in 
July 2013. 

* Students who are either 
enrolled to commence or 
are currently in the midst 
of  taking accountancy 
degree programmes at the 
four local universities and 
who have matriculated in 
2012 or earlier, will be 
given until 31 December 
2016 to complete their 
studies and the ICPAS 
examination for the CPA 
Singapore designation so 
as to be eligible to be 
automatically converted to 
the CA Singapore 
designation. 

* Students who are unable 
to meet the 31 December 
2016 deadline will be 
required to complete the 
Singapore QP to qualify 
for the CA Singapore 
designation. An exception 
is granted for male 
Singaporeans who have 
been accepted into the 
accountancy degree 
programmes and are 
currently serving their 
full-time National Service. 
They will be given an 
additional two years until 
31 December 2018.

* Holders of  recognised 
professional 
qualifications, including 
full members of  ACCA 
and CPA Australia, will 
have until 31 December 
2016 to complete the 
ICPAS examination to be 
conferred the CPA 
Singapore qualification 
so as to be eligible to be 
automatically converted 
to the CA Singapore 

designation.
More details about the 

transitional arrangements 
relating to the above are 
available at Ministry of  
Finance (MOF’s) website at 
www.mof.gov.sg.

From 1 January 2019, 
applicants to be registered 
as a public accountant 
would need to:

* have completed the 
Singapore QP or a 
recognised equivalent 
professional qualification.  
Applicants who passed a 
currently recognised final 
examination before 1 
January 2019, or who 
were designated a CA 
Singapore under the 
transitional arrangements, 
will be deemed to have 
met this criterion. 

* be a full member of  
ICPAS. Individuals 
seeking to become full 
members of  ICPAS will 
need to have:

1 fulfilled the ICPAS 
membership 
requirements that existed 
before 1 January 2019, 
including those provided 
under the Transitional 
Arrangements 1 to 15; or

2 completed the Singapore 
QP and thus gained 
ICPAS membership; or

3 completed the 
requirements for ICPAS 
membership under any 
reciprocity agreements 
between SAC and ICPAS 
with the applicant’s 
original professional body. 

* have completed the 
practical experience 
requirements and other 
requirements (such as 
continuing professional 
education requirements) 

that exist at the time of  
application. 

More information on the 
transitional arrangements 
for public accountants are 
available at ACRA’s website, 
www.acra.gov.sg.

For more in this issue, see 
pages 54-55, AB.SG.

NEW CHAIRMAN FOR PUBLIC 
ACCOUNTANTS OVERSIGHT 
COMMITTEE 
Professor Tan Cheng Han, 
S.C. has been appointed as 
the new chairman of  the 
Public Accountants Oversight 
Committee (PAOC) by the 
Minister for Finance, in 
addition to his appointment 
as a member of  the ACRA 
Board. Both positions took 
effect from 1 April 2013. 
More information is available 
at www.acra.gov.sg.

Joseph Alfred, head of 
policy and technical, 
ACCA Singapore 

HONG KONG

TAX MEASURES PROPOSED 
IN THE 2013-14 BUDGET
In the 2013-14 Budget, 
the Financial Secretary 
proposed a number of  tax 
measures, including:

* A 75% reduction of  
profits tax, salaries tax 
and tax under personal 
assessment for the year 
of  assessment 2012-13, 
subject to a ceiling of  
HK$10,000 per case.

* An increase of  basic 
and additional child 
allowances from 
HK$63,000 to HK$70,000 
for each child, which 
takes effect in the year of  
assessment 2013-14.
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* An increase in the 
claim of  self-education 
from HK$60,000 to 
HK$80,000, which will be 
effective from the year of  
assessment 2013-14.

* Waive of  business 
registration fee for the 
year of  assessment 
2013-14.

The Financial Secretary 
also proposed to extend 
the profits tax exemption 
for offshore funds to 
include transactions in 
private companies that are 
incorporated or registered 
outside Hong Kong and do 
not hold any Hong Kong 
properties nor carry out 
any business in Hong Kong. 
This will allow private equity 
funds to enjoy the same 
tax exemption as offshore 
funds. It is also proposed 
that the profits tax on the 
offshore insurance business 
of  captive insurance 
companies be reduced, 
such that they will enjoy the 
same tax concessions as 
those currently applicable to 
reinsurance companies.

For more on the Budget, 
see pages 54-57, AB.CN.

Sonia Khao, head of 
technical services, 
ACCA Hong Kong

MAINLAND CHINA

THE CSRC REVISES RULES 
FOR QUARTERLY REPORTS OF 
GEM COMPANIES
On 29 March 2013, 
the CSRC released the 
2013 Revision of Rules for 
Information Disclosures by 
Companies Offering Securities 
to the Public No. 20: Contents 
and Formats of Quarterly 

Reports of Enterprises Listed on 
the Growth Enterprise Market 
(GEM Quarterly Report Rules), 
which took effect from the 
date of  promulgation. 

The revision was made for 
higher-quality information 
disclosure by GEM-listed 
companies, and for better 
informed investment 
decisions by investors. The 
revised GEM Quarterly Report 
Rules contain four chapters 
19 articles, featuring the 
following changes: 
1 Stronger focus on the 

Growth Enterprise Board 
characters to better cater 
to the needs of  investors. 
Considering that GEM 
companies are highly 
innovative with their 
products, business 
models and profit 
models, and tend to be 
subject to fast-changing 
markets and industries – 
investors in these 
companies thus need 
more frequent and 
detailed information for 
their decisions. This calls 
for more up-to-date, 
effective, detailed and 
focused quarterly reports 
from the GEM companies. 

Therefore, the GEM 
Quarterly Report Rules 
have included disclosure 
requirements for 
non-financial information, 
demanding GEM 
companies disclose 
factors influencing their 
change of  revenues, 
changes and launches of  
products, major orders 
and R&D projects, as well 
as the impact the above 
may have on the 
companies’ performance. 

2 Further requirement on 
risk disclosure. Since the 
purpose of  the quarterly 
reports is to timely 
disclose the operation and 
risks, the GEM Quarterly 
Report Rules requires GEM 
companies to disclose 
changes to their top five 
suppliers and/or clients 
as well as the impact of  
such changes. Meantime, 
in line with the revised 
requirement for annual 
report, specific 
requirement has been 
made on the disclosure of  
major risks, with the 
position of  disclosure 
adjusted to immediately 
after that of  major 

accounting data and 
financial indicators. 

3 Emphasis on online 
disclosure. Following the 
requirement of  the GEM 
Annual Report Rules, the 
quarterly rules lay an 
emphasis on electronic 
disclosure, requiring GEM 
companies to release a 
disclosure announcement 
on paper media, and the 
full report via electronic 
(online) channels. GEM 
companies are no longer 
required to send their 
quarterly reports to the 
CSRC and the Growth 
Enterprise Market. These 
rules help to lower the 
disclosure cost for GEM 
companies. 

Based on the revision 
of  the GEM Annual Report 
Rules, the quarterly rules 
are revised to better aid 
investors in their informed 
decisions and companies in 
their disclosure cost control, 
to enhance the disclosure 
quality and transparency, and 
to protect the lawful rights 
and interest of  investors. 

Sophia Zhao, technical 
manager, ACCA Beijing

Singapore’s financial district

47



Carve-outs
With diverse practices springing up around the accounting for combined and carve-out 
financial statements, Graham Holt explains the fundamental principles

The European Federation of 
Accountants (FEE) has recently 
published a paper entitled Combined 
and Carve-out Financial Statements: 
Analysis of Common Practices. It 
summarises common practices as well 
as the main issues and challenges in 
preparing combined and carve-out 
financial statements in compliance 
with International Financial Reporting 
Standards (IFRS). 

At present, IFRS does not have a 
specific standard governing the 
preparation of  combined and carve-out 
financial statements and none of  the 
existing IFRSs provides principles for 
their preparation. As a result, diverse 
practices in preparing such financial 
information have developed.  

Combined and carve-out
Carve-out financial statements are 
the separate financial statements of  
a business that are derived or ‘carved 
out’ from the financial statements of  
a larger entity. Combined financial 
statements are financial statements 
that present the historical financial 
information of  a number of  entities or 
parts of  entities that do not comprise a 
group for which consolidated financial 
statements can be prepared. 

For example, an economic activity 
may be carved out from a group into a 
separate entity to present the historical 
financial information for the activity for 
the purpose of  sale. Alternatively, a  
group may demerge a significant part 
of  its economic activities and may wish 

to present the historical financial 
information for its remaining economic 
activities to investors independently of  
the whole group.

Both consolidated and combined 
financial statements present historical 
financial information. The only 
significant difference between them is 
that consolidated financial statements 
require the consolidation of  the parent 
company and all its subsidiaries in 
accordance with IAS 27 and IFRS 10. 

In contrast, combined financial 
statements present the historical 
financial information of  an area of  
economic activities for which it is not 
possible to present consolidated 
financial statements because a full 
parent-subsidiary relationship does not 
exist among all component entities 
being combined. In many cases, it is 
not just entities but also portions of  
entities that are included in combined 
financial statements. 

A fundamental condition for preparing 
combined financial statements is there 
must be an element that has ‘bound’ 
the constituent elements together 
throughout the accounting period. 
Normally, the three main categories of  
what constitutes a binding element are: 
A There has been common control. 

B There has been common 
management. 

C There has been a common business. 
No accounting definition of  these 
transactions exists, and there is limited 
accounting guidance. Judgments may 
need to be made in many areas, with 
special attention paid to ensuring that 
all assets and liabilities of  the new 
business have been properly identified, 
together with the relevant costs. 

Under IFRS there are a number of  

definitions that may help in developing 
a definition of  the area of  economic 
activities in the context of  combined 
financial statements. 

The 2010 exposure draft issued by 
the International Accounting Standards 
Board (IASB) on the conceptual 
framework for financial reporting 
declares: ‘A reporting entity is an area 
of  economic activities whose financial 
information has the potential to be 
useful to existing and potential equity 
investors, lenders and other creditors 
who cannot directly obtain the 
information they need in making 
decisions about providing resources to 
the entity and in assessing whether 
management and the governing board 
of  that entity have made efficient and 
effective use of  the resources provided.’

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

IN MANY CASES, IT IS NOT JUST ENTITIES BUT 
ALSO PORTIONS OF ENTITIES THAT ARE INCLUDED 
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Education Manager – Mauritius

ACCA currently has an outstanding 
opportunity to join its team in Mauritius 
as an Education Manager. The position 
will be responsible for devising national 
strategies and ensuring the development 
and implementation of education services 
for the broad range of ACCA tuition 
providers. This includes universities, the 
approved employers training ACCA and  
FIA students.
   The role will ensure that ACCA is 
recognised as part of national education 
and qualification frameworks and 
the regulatory frameworks granting 
employment and or practising rights like 
companies acts. The position will also be 
responsible for managing student affairs 
and identifying opportunities for growth  
in our student numbers.

Key responsibilities of this role are to:
•  Manage and develop relationships with tuition 

providers and identify student  recruitment 
needs and provide advice and guidance to 
potential new tuition providers

•  Engage and counsel learning partners in a 
broad range of education matters

•  Raising the profile of ACCA with increased 
student enrolment and improve year to 
year conversion performance in Mauritius,  
specifically exam pass rates across the 

 learning partners and other tuition providers
•  Analysis on the pass rates across Mauritius 

as well analysis of challenges for student 
conversion.

•  Contribute to the development of ACCA’s 
 global educational policies and products
•  Support with profiling ACCA Mauritius 

professional accounting education initiatives 
and products

•  Build strong working relationships with 
Government influencers and private 

 sector bodies
•  Secure recognition of ACCA qualifications on 

all national frameworks that grant employment 
and / or practising rights and funding for 
capacity building

To meet the demands of this challenging and 
high profile role you will:
•  Be educated to degree level or equivalent 
 and possess ACCA qualification
•  Be highly motivated, results oriented and 

flexible with the skills to build effective long 
term relationships with a wide range of  
stakeholders and the ability to build the ACCA 
brand, sell the qualification and add value to 
our business

•  Have excellent presentation skills in addition 
to well-developed written and verbal 
communication skills. Ability to present to 
high level stakeholders in a confident, mature 
manner and comfortable with public speaking

•  Be an excellent team worker

To apply please forward 
your CV and covering letter 
to jobs@accaglobal.com. A full
job description and person 
specification is available 
via this email address.

Additionally, IFRS 3, Business 
Combinations, defines ‘a business’. 
IFRS 5, Non-current Assets Held for Sale 
and Discontinued Operations, covers a 
component of  an entity. And IFRS 8, 
Operating Segments, defines an 
operating segment. 

The following key elements could 
define ‘area of  economic activities’ 
when derived from the definitions in 
the above IFRSs and conceptual 
framework exposure draft:
A The economic activities encompass 

a set of  assets and liabilities that 
can be clearly distinguished from 
those that are linked to other 
economic activities. 

B The economic activities of  such 
integrated set of  assets and 
liabilities were conducted, or could 
have been separately conducted, for 
the purpose of  providing a return in 
the form of  dividends, lower costs 
or other economic benefits. 

Based on that key principle of  
applying all requirements under 
IFRS, the principles of  consolidation 
accounting are applied when preparing 
combined financial statements. As 
a result, the entities and parts of  
entities within the area of  economic 
activities being reported on are after 
eliminating intercompany balances and 
transactions. As a principle, combined 
financial statements may include only 
income and expenses, assets and 
liabilities that are clearly identifiable. 

In the vast majority of  cases, the 
elements of  the financial statements 

above should be easily identifiable as 
belonging to the area of  economic 
activities for which combined financial 
statements are to be prepared. 
However, it may sometimes be 
necessary to allocate amounts as 
attributable to the area of  economic 
activities concerned where such 
amounts have historically not been 
allocated in such a way. 

Inadequate
In the vast majority of  cases, audited 
financial statements will have been 
prepared at the group level. However, 
the degree of  financial statement 
preparation for subsidiaries and 
divisions may vary. These financial 
statements are often inadequate 
and as a result the preparation of  a 
more comprehensive set of  financial 
statements is often required.

Usually, separate financial statements 
will not have been prepared for the 
results of  a company’s operations below 
the group level, so preparing combined 
financial statements for the first time 
can be difficult. 

In both combined and carve-out 
financial statements, there are key 
principles to bear in mind. Generally, 
the allocation of  finance costs should 
reflect the allocation historically used 
by the group concerned and the 
substance of  the group’s overall 
financing, Thus, if  the overall group 
has financed its operations with debt, 
then a portion of  the debt with accrued 
interest and a related finance expense 
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would be accounted for when preparing 
the financial statements.

The assets and liabilities should be 
recorded at fair value in accordance 
with acquisition accounting principles. 
However, determining which items 
should be included in the financial 
statements can be challenging. Assets 
may be attributed based on legal 
ownership, usage or through such 

arrangements as operating or lease 
agreements. There may also be 
problems when numerous divisions in 
an entity share the use of  an asset.

If  there is a change in accounting 
principle from previous practice, its 
nature should be disclosed and 
justified in the financial statements. 

Complexity can arise when 
considering how to allocate the cost of  
a defined benefit pension plan. If  a 
contractual agreement or adequate 
allocation policy exists that allocates 
the cost, this should be followed. If  
there is no contractual basis or policy 
for allocation, particularly in the 
situation of  an area of  economic 
activities being carved out of  a larger 
group, a solution could be to revert to 
a contributions basis of  accounting, 
which will result in the allocation of  the 
costs equal to the contribution of  the 

participants in the pension plan to the 
area of  economic activities.

A separate actuarial valuation for the 
projected obligation may be required 
and the asset transfer may have to be 
approved by the pensions regulator. If  
the carve-out entity’s operations are 
significant, the vendor may decide to 
terminate the pension plan and reflect 
this in its financial statements.

The allocation of  tax charges in 
preparing combined financial 
statements depends on whether the 
entities carrying out the economic 
activities for which the combined 
financial statements are to be prepared 
have filed separate tax returns or have 
their tax affairs dealt with as part of  a 
larger tax entity. If  separate tax returns 
do not exist, a basis for allocating 
overall tax charges must be determined. 

The accounting for income taxes in 
carve-out financial statements is 
difficult and normally a carve-out entity 
must create a tax liability provision as 
if  it were a separate entity.

Non-financial asset impairment 
allocations must be based on actual 
assets assigned, which may include 
goodwill. The asset grouping level at 
which impairment testing takes place 
is determined based on the structure 

of  the entity’s operations. IAS 33, 
Earnings Per Share, assumes a listed 
company with a share capital, which is 
the basis for calculating the earnings 
per share ratio. As this is not 
necessarily so in a combined or 
carve-out situation, such information 
does not have to be presented. 
However, earnings per share ratio can 
be determined on the basis of  the 
targeted structure for the purposes of  
an initial public offering (IPO). 

The key elements
Fundamental to understanding 
combined and carve-out financial 
statements is a description of  the 
basis on which they have been 
prepared. The key elements will be 
the purpose for which the combined 
financial statements are prepared, 
the entities or parts of  entities that 
comprise the area of  economic 
activities and the accounting policies 
and basis of  allocation applied, 
including the reason for applying them.

The combined or carve-out entity will 
need to assess materiality for its 
financial statements. Consideration 
should be given at the selling company 
level to immaterial misstatements that 
may be material to the carve-out entity 
and vice versa.

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

IF THERE IS A CHANGE IN ACCOUNTING PRINCIPLE 
FROM PREVIOUS PRACTICE, ITS NATURE SHOULD 
BE DISCLOSED AND JUSTIFIED
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Driving the business forward
In the second in his series on economic value added, Dr Tony Grundy looks at the seven  
strategic value drivers on the value of a business and looks at the example of Tesco 

NOT ONLY WAS MARKET SHARE SQUEEZING SGR
BUT PRICE GIVEAWAYS WERE HURTING OPM TOO.
THE RESULT: A SHARE PRICE UNDER PRESSURE

In this article we now dive into the 
seven strategic value drivers that drive 
the value of a business. These are the: 
1 Sales growth rate (SGR).
2 Operating profit margin (OPM).
3 Incremental working capital 

investment (IWCI).
4 Fixed capital investment: the 

replacement fixed capital investment 
(RFCI) and the incremental fixed 
capital investment (IFCI).

5 Corporate tax rate.
6 Cost of  capital.
7 Competitive advantage period (CAP).

So what are the competitive drivers 
behind these? For the SGR we can 
represent the main ones as being:

SGR = a function of  (macroeconomic 
growth + market-specific growth + shift 
in relative market share).

So there are a number of  layers in 
what is a kind of  an ‘onion’ of  external 
demand for a company’s products 
which are interdependent.   

In addition we can go behind ‘shift in 
relative market share’ to get:

Shift in relative market share = a 
function of  (the shift in our competitive 
position relative to that of  competitors 
and the relative fit of  our products to 
customer needs).  

So from the latter equation one 
needs to think about the way in  
which sales volumes are influenced by 
one’s own relative competitive position 
over time. (my earlier series of  five 
strategy articles: Strategy without the 
guff; Unpeel your competitive onion; 
Weighing up your options; Managing 
strategy and; Making strategic options 

fly, can be found at www.accaglobal.
com/cpd/strategy).

In addition to sales volume effects, 
there are other secondary impacts that 
might need to be thought through, eg 
where there is a strong competitive 
position based on superior customer 
value, then this can enhance sales 
values through:

* price premia

* discounting avoided: through 
generally lowering prices and 
promotions. 

OPM
Turning now to OPM, we meet a slightly 
different set of  competitive drivers. 
These can be even more volatile in 

mature markets than fluctuations in 
SGR: sometimes called ‘price wars’.

OPM is a function of  (changes in 
the level of  ‘competitive pressure’ in 
a market + shifts in relative 
competitive position).

Here ‘competitive pressure’ is my 
more everyday term for Porter’s ‘five 
competitive forces’ or:

* buyer (customer) bargaining power

* threat of  entrants

* rivalry between existing competitors

* substitutes

* bargaining power of  suppliers.
Where even one or two of  these are 

unfavourable this can have the effect of  
dampening OPM. Where three or more 
are strongly negative this can destroy 
OPM: one has to have a very cunning 
plan indeed to cope with a bad margin 
environment. 

Having an excellent relative 
competitive position will mitigate that 
– and in a situation of  low competitive 
pressure this will usually provide 
superior economic value added (EVA). 
All of  this is liable to change over time 
and thus one needs to understand the 
future in terms of  the future curve of  
‘competitive pressure over time’, and 
‘competitive advantage over time’.

One needs to understand the 
‘competitive advantage period’ – see 

the seventh strategic value driver – not 
as a fixed duration but one of  a curve 
of  decline – unless there are new and 
revitalising strategies being brought in 
over the period.

So there is quite a lot to think about 
economically before plunging into 
making naive assumptions about the 
SGR and OPM, especially through 
simplistic extrapolation. 

Turning next to the capital 
assumptions, these have the following 
competitive determinants:

* Incremental working capital 
investment can be affected by  
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the relative bargaining power that 
you have with your customers  
and suppliers.

* Replacement fixed capital may be 
affected by the extent to which your 
capital base has been eroded in 
quality – and putting it crudely you 
might have been milking the 
business to death – so that this is 
non-linear and is increasing 
disproportionately.

* Incremental fixed capital is very 
much going to be determined by the 
strategies for growth and change 
that you are embarking on: here 
there is a see-saw effect: the more 
ambitious and expensive these are 
the more cashflow in the medium 
term will be held back, and the 
more the long-term cashflow will 
be leveraged.

The corporate tax rate is something 
that is largely outside one’s control 
other than through tax planning. The 
cost of  capital is partly within your 
control and partly outside of  it. Broadly 
it is set as the ‘weighted average cost of  
capital’ (WACC) as being:

The cost of  equity X its proportion  
of  total capital + the cost of  debt  
(1 – the tax rate) X its proportion of  
total capital.

An example helps here of;
Cost of  equity = 10%
Cost of  debt  = 8% 
Tax rate = 25%
Equity is 60% of  capital; debt is 40%:
WACC = 10% x 60% + 8% x 40% x 

(1-25%) = 6% +2.4% = 8.4%
Debt is thus cheaper as it is lower 

risk and also has a tax shield.
Once the seven value drivers have 

been set – bearing in mind their 
competitive drivers – we now calculate 
as in September’s article, All about 
EVA, the net cashflows and the 
terminal values discounted to present 
values. 

To arrive at a final valuation of  the 
business, one also needs to add in any 
cash that is on the balance sheet and 
also deduct the outstanding debt. 
Where the numbers of  shares are 
known, one can easily then calculate 
the value per share.

One of  the most important things to 
do here is to prioritise the seven value 
drivers – particularly for risk and 
sensitivity analysis.

In the final part we now look at the 
case of  Tesco plc in terms of  trends in 
performance and the impact of  
competitive drivers of  economic value.

Tesco case study
In 1993 I ran a case study on the UK 
supermarket industry with my MBA 
students and out of  that I did some 
scenarios of  the industry anticipating 
the price war of  1994 – using Porter’s 
five forces. I gave one of  my books, 
Breakthrough Strategies For Growth, with 
the case study in to Sir Terry Leahy 
(then CEO of  Tesco). 

Tesco’s amazing and profitable 
growth from then on was staggering 
– it breached the £1bn and the £2bn 
profit barrier and became a global 
retailer. This was based on some clever 
sub-branding of  outlets, aggressive 

investment and related diversification, 
enormous drive, commitment and 
championing the customer and – for a 
period, better service.

Over more recent years it seems as 
if  the pressure to drive productivity 
may have weakened service levels at a 
time when competitors were getting 
much better. Also Tesco’s dominance in 
the UK was resented by some 
customers. Perhaps too the success 
was a little taken for granted. 

 In the UK in 2011 there was 
slippage and Tesco responded by even 
more price discounting and £5 rebates 
for a £40 shop – more than their actual 
margins. Not only was market share in 
a tightening market squeezing SGR but 
price giveaways were hurting OPM too. 
The result: a share price under 
pressure and a drop off  in the 
competitive advantage curve.

Here the SGR and OPM were the 
most important value drivers – and are 
competitively determined. 

A profit warning was made in 
January 2012 and there was a 19% 
slump in share price in the six months 
to end April 2012 (underperforming 
the market by 25%). Tesco then 
announced a strategic plan for the UK 
of  £1bn to turn it around. 

In the next article I look at how EVA 
is generated as part of  an overall 
business value system.

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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Hong Kong Budget
Yvonne Law, Mona Mak and Davy Yun of Deloitte Hong Kong analyse the key proposals 
of what they perceive to be a ‘compassionate, pragmatic and cautious Budget’

GIVEN THE BETTER-THAN-EXPECTED REVENUE 
SURPLUS OF NEARLY HK$65BN, THE PUBLIC 
HAD BEEN HOPING FOR ‘SWEETENERS’

The Financial Secretary for the Hong 
Kong Special Administrative Region 
(HKSAR), John Tsang Chun-wah, 
delivered the 2013/14 Budget on 
27 February 2013. This is the sixth 
Budget prepared by John Tsang, but 
the first Budget of the new government 
led by chief executive CY Leung.

This Budget is designed to put Hong 
Kong in a position to develop certain 
industries, such as trading and 
logistics, tourism, financial services, 
etc. Concrete measures are proposed 
to support and promote these 
industries; for example, resources will 
be dedicated to building facilities and 
infrastructure to enhance the logistic 
industries, and tax incentives for funds, 
asset-management and the insurance 
business will be introduced.

Given the better-than-expected 
revenue surplus of  nearly HK$65bn, 
the public had been hoping for 
‘sweeteners’ from the Budget. Rather 
than capitulating to public pressure, 
however, the government has taken a 
firm and cautious approach and has 
refrained from any unnecessary 
overspending. Instead, the Budget will 
use the surplus funds in the areas of  
education, infrastructure, social wealth 
and healthcare, and to develop the 
economy. The major group that could 
benefit from the one-off  relief  
measures is low-income earners.

This analysis highlights the key 
proposals in the 2013/14 Budget, 
which covers four key areas: developing 
the economy, optimising human 
resources, investing in infrastructure 
and caring for people’s livelihood. An 
appendix summarising the proposed 
tax changes is also provided.

Businesses
Specific industry positioning
Deloitte applauds the government’s 
actions in proposing pragmatic 
measures to better position Hong 
Kong to develop specific industries. It 

is suggested that further effort should 
be devoted to promoting Hong Kong 
both externally and internally with 
a view to improving its reputation 
and positioning with regard to the 
industries concerned. We would also 
recommend that the government 
should introduce more tax incentives 

targeting these specified industries to 
consolidate Hong Kong’s competitive 
edge as the financial, investment and 
commercial hub for the Asia-Pacific 
region. Examples of  such incentives 
could include reduced tax rates for 
regional headquarters in Hong Kong, 
and a relaxation of  the stringent rules 
for interest expense deductions to 
encourage international enterprises to 
use Hong Kong as the financial hub for 
the group.

Extending the offshore fund exemption
The offshore fund profits tax exemption 
currently does not apply to offshore 
funds investing in private companies. 
This discourages private equity 
funds, which mainly invest in private 
companies, from selecting Hong 
Kong as the preferred location to 
set up funds. We are pleased to see 
the government proposing to extend 
the offshore fund exemption regime 
to include transactions in private 
companies that are incorporated or 
registered outside Hong Kong and that 
do not hold any Hong Kong property or 
carry out any business in Hong Kong.

Hong Kong faces stiff  competition in 
attracting fund management business. 
It is encouraging to see that the 
government has taken on board 
Deloitte’s recommendations to extend 
the profits tax exemption for offshore 

funds to include transactions in private 
companies, which would drive the 
demand for professional services, such 
as fund management, investment 
advice, and legal and accounting 
services, thus creating more jobs.

Furthermore, to promote Hong Kong 
as Asia’s pre-eminent international 

financial hub, we recommend that the 
government introduce an onshore fund 
regime that provides an exemption for 
funds that are centrally managed and 
controlled in Hong Kong and that 
satisfy certain conditions.

Tax incentives for captive  
insurance companies
An increasing number of  large 
enterprises in Asia wish to operate 
their own captive insurance companies 
to insure against their business 
risks. The Hong Kong government 
is proposing tax incentives for the 
offshore insurance business of  captive 
insurance companies, which would 
enjoy the same tax concessions 
as those currently applicable to 
reinsurance companies (ie a 50% 
reduction in the profits tax rate for 
the reinsurance of  offshore risks), to 
encourage more enterprises to form 
captive insurance companies. Deloitte 
welcomes the tax incentive, which will 
support the development of  captive 
insurance companies in Hong Kong.

Issuing iBonds
Given the uncertainty of  global 
financial markets, there is a growing 
demand from the public for low-risk 
investment products offering a steady 
return. To respond to the public’s 
increasing interest in retail bonds, the 
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government will continue to team up 
with the Hong Kong Monetary Authority 
to issue ‘iBonds’ in the coming year. 
Deloitte supports the issuance of  the 
iBond to foster the development of  the 
bond market, especially the market for 
retail bonds.

One-time relief measures  
for businesses
A 75% profits tax rebate, capped at 
HK$10,000, is proposed for the final 
tax payable for year of  assessment 
2012/13. It is also proposed to waive 
business registration fees for 2013/14.

Enhancing competitiveness
Hong Kong’s profits tax rate has 
remained unchanged for a number 
of  years, and the 2013/2014 Budget 
does not propose any reduction. 
Against the backdrop of  a volatile 
global economic environment, lowering 
the profits tax rate would alleviate 
the tax burden on enterprises and 
enhance Hong Kong’s competitiveness 
in relation to its neighbors, such as 
Taiwan and Singapore, in terms of  
attracting foreign investment. Although 
Singapore’s rate of  17% is slightly 
higher than that of  Hong Kong, the 
effective corporate income tax rate 
for small and medium enterprises in 
Singapore may be lower due to the tax 
incentives offered. 

Considering the government’s current 
substantial fiscal reserves, it is believed 
the government could afford to lower 
the corporate tax rate from 16.5% to 
16% to attract investors. Despite a 
short-term reduction in revenue from a 
lowering of  the rate, this ultimately 
would improve Hong Kong’s 
competitiveness and attract more 
overseas investment, thus increasing 
profits tax revenue in the long term.

Combating tax evasion and avoidance
The Budget indicates that the 
government will adopt a strict 

approach to combat tax avoidance 
and evasion by making effective 
use of  information technology, 
reinforcing staff  training and adjusting 
investigation strategies. Deloitte 
welcomes the government’s approach 
to safeguarding its revenue, while 
maintaining the existing low and 
simple tax regime.

Individuals
Tax rebate and allowances
As in the 2012/2013 Budget, the 
financial secretary has proposed a 

number of  tax relief  measures to 
ease the financial pressure on the low 
income group and the middle class 
due to inflation.

The Budget also proposes a  
salaries tax and tax under personal 
assessment rebate of  75% (up to 
HK$10,000) for final tax payable for 
year of  assessment 2012/13, as well 
as an increase in child allowances  
and the ceiling for self-education 
expense deductions.

Deloitte is delighted that the 
government has adopted our 
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suggestions on self-education expense 
deductions. While Deloitte welcomes 
the significant increase in child 
allowances, the public may be 
somewhat disappointed that there are 
no increases or adjustments to other 
allowances to account for inflation.

Other one-time relief measures
To ensure the needs of  disadvantaged 
and low-income earners are addressed, 
the following inducements are proposed:

*	extending the rates waiver for 
2013/14, subject to a cap of  
HK$1,500 per quarter for each 
rateable property;

*	providing electricity subsidies in the 
amount of  HK$1,800 to each 
residential electricity account in the 
coming fiscal year;

*	paying two months base rent  
for public housing tenants and  

two thirds of  the rent for two 
months for non-elderly tenants of  
the Hong Kong Housing Society’s 
Group B estates;

*	providing an extra allowance to 
Comprehensive Social Security 
Assistance recipients, Old Age 
Allowance, Old Age Living Allowance 
and Disability Allowance recipients 
that equals one month of  the 
standard rate payments and 
allowances; and

*	injecting around HK$15bn to  
the Community Care Fund to 
support policies that assist 
low-income individuals.

The relief  measures that focus on 
helping the disadvantaged and 
low-income earners and the tax rebate 
are welcomed, although the capped 
amount of  the tax rebate and one-time 
relief  measures are less than that 

offered in the 2012/13 Budget. The 
middle-class may not benefit as much 
as low-income earners from the 
2013/2014 Budget.

Tax relief for housing expenses
Housing problems and the overheated 
property market remain the most 
pressing and immediate concern. In an 
effort to cool the market, the financial 
secretary announced on 22 February 
2013 that the government would 
introduce another series of  demand-
side measures to adjust the ad 
valorem stamp duty (AVD) on property 
transactions and advance the charging 
of  AVD on non-residential property 
transactions from the conveyance on 
sale to the agreement for sale. These 
measures are in addition to the special 
measures announced in October 2012 
(ie adjustment in the Special Stamp 

Summary of  allowances, 
deductions and tax rate

Salaries tax
Progressive tax rates

2012/13 and 2013/14 (HK$)
Net chargeable income Marginal tax rate
First 40,000 2%
Next 40,000 7%
Next 40,000 12%
Remainder  17%

Standard rate
2012/13 and 2013/14

15%

Profits tax
2012/13 and 2013/14

Tax rate
Incorporated 16.5%
Unincorporated 15%

One-off measure on profits tax
Reduction of  75% of  final tax payable under profits 
tax for 2012/13, subject to a ceiling of  HK$10,000 
is proposed.

Property tax
2012/13 and 2013/14

Tax rate
15%

Allowances and deductions
 2012/13 2013/14
 (HK$) (HK$)

Personal allowances:
Basic 120,000 120,000
Married 240,000 240,000
Single parent 120,000 120,000
Child:
1st to ninth child
Year of  birth 126,000 140,000
Other years 63,000 70,000
Dependent parent/grandparent 
(aged 60 or above):
Basic 38,000 38,000
Additional allowance (for each 
dependant living with taxpayer) 38,000 38,000
Dependent parent/grandparent 
(aged between 55-59):
Basic 19,000 19,000
Additional allowance (for each 
dependant living with taxpayer) 19,000 19,000
Dependent brother/sister 33,000 33,000
Disabled dependant 66,000 66,000
Deductions (maximum amount):
Self-education expenses 60,000 80,000
Home loan interest 100,000 100,000
 (15 years of   (15 years of
 assessment) assessment)
Elderly residential care expenses 76,000 76,000
Contributions to recognised 
retirement schemes 14,500 15,000
Approved charitable donations 35% of  income 35% of  income
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Duty for short-term home re-sales and 
the introduction of  a Buyer’s Stamp 
Duty for non-Hong Kong permanent 
residents and corporate buyers) to 
stabilise the property market. The new 
measures reflect the government’s 
determination to resolve the housing 

problem. Although the housing 
issue is a deep-rooted problem that 
cannot be resolved in the short term, 
it would seem that the government 
could alleviate the financial burden 
on individuals by granting a tax 
deduction/refund for the stamp duty 
paid on a principal residence after a 
period of  occupation.

Measures for elderly and healthcare
The burden of  elderly and public 
healthcare services is one of  the 
concerns arising from the ageing 
population. While the government 

has taken forward various long-term 
projects to address the surging 
demand for medical services, the 
2013/14 Budget does not contain  
any concrete measures to ease the 
burden on the population. Deloitte 
suggests that the government 

introduce a deduction for medical 
insurance premiums and actual 
medical expenses for salaries tax 
purposes and increase the amount of  
healthcare vouchers and expand its 
coverage for the elderly.

Conclusion
The financial secretary’s first Budget 
for the new government led by CY 
Leung can best be described as 
compassionate, pragmatic and 
cautious. While the government’s 
efforts to position Hong Kong as the 
venue of  choice for specific industries 

represent a good step, more concrete 
measures are awaited.

In the past few years, the 
government’s surpluses have been 
shared with the public in the form of  
tax rebates, one-time reliefs and even 
cash payments. These ‘sweeteners’, 
however, have lost something of  their 
savour since many social problems 
(such as housing, the growing elderly 
population, education and pollution) 
remain unresolved. 

Deloitte supports the new 
government’s approach of  using the 
substantial surplus in some medium to 
long-term policies to resolve the social 
problems and develop the economy, 
instead of  providing large-scale one-off  
inducements to the public.

We look forward to the government 
implementing more concrete measures 
to solve what are deep-seated problems 
and enhance Hong Kong’s future 
economic development.

Hong Kong’s 2013-2014 Budget 
– Compassionate, Pragmatic and 
Cautious previously appeared in the  
4 March 2013 issue of Tax Analysts’ 
Worldwide Tax Daily

THE RELIEF MEASURES THAT FOCUS ON HELPING
THE DISADVANTAGED AND LOW-INCOME
EARNERS AND THE TAX REBATE ARE WELCOMED

Financial secretary John Tsang Chun-wah 
delivers his sixth Budget in which he  
unveils HK$33bn worth of relief measures



Balancing act
[With research showing that women are less interested in chasing fat salaries and senior positions and more 

focused on developing a good work-life balance, what are companies doing to help them achieve this?

‘EMPLOYERS NEED TO ENCOURAGE PEOPLE TO
COME BACK AFTER THEY’VE TAKEN TIME OFF OR
SLOWED DOWN DUE TO PERSONAL COMMITMENTS’

Asian women appear to be 
increasingly defining career success 
in terms of achieving a good work-
life balance, rather than getting to 
the top of their profession.

A recent study of  400 professional 
women in Singapore found that 58.3% 
of  them viewed being successful as 
having the right balance between their 
work and personal life, according to 
networking website LinkedIn. The 
finding represents a considerable shift 
compared with five to 10 years ago, 
when that figure was just 33.2%.

There has also been a drop-off  in the 
importance that women place on salary, 
with 57.8% of  professional women in 
Singapore now deeming a fat pay 
packet to be a key measure of  success, 
down from 64.7% previously. Instead, 
two-thirds of  women said they wanted 
greater flexibility in the workplace.

Maria Tsang, a partner at RSM 
Nelson Wheeler in Hong Kong, is not 
surprised by the survey’s findings. ‘I 
think work-life balance is definitely 
important. It makes you less stressed, 
more relaxed and healthier,’ she says.

This emphasis on work-life balance 
does not appear to be because women 
lack ambition in the workplace, either. 
In its Gender Diversity Benchmark for Asia 
report, Community Business found that 
80% of  professional women in six Asian 
countries aspired to senior leadership 
positions. However, around a third of  
those women expressed ambivalence 
about climbing up the career ladder. 

It’s an issue that was addressed by 
ACCA chief  executive Helen Brand, 
speaking during International Women’s 
Day in March, at which she called on 
the accounting industry to encourage 
women to reach senior-level positions. 
‘This is a day for celebrating progress, 
but also recognising what still needs to 
be done. As an industry we must work 
together to ensure that female talent is 

nurtured and supported. Women are 
still under-represented in high-level 
positions in our industry,’ she said.

ACCA has highlighted the importance 
of  gender diversity in the workplace in a 
series of  reports and events worldwide. 
In November 2012, a report was 
commissioned by ACCA and the ESRC 
(Economic and Social Research Council) 
from Cranfield School of  Management. 
Women in Finance: a Springboard to 
Corporate Board Positions? revealed that 
a financial qualification or a background 
that demonstrates substantial financial 
acumen are seen as catalysts for 
women getting onto the boards of  
FTSE companies. However, support is 

seen as key in allowing professional 
women to reach their potential while 
maintaining a healthy work-life balance.

In fact, Community Business’ report 
found that many of  the so-called ‘high 
potential’ women questioned worried 
that they could not meet their families’ 
needs and expectations and still do a 
good job at work. Take Irelan Tam, a 
Hong Kong-based regional financial 
director for a major international 
company. ‘There was always conflict 
between work and family, especially 
when I was on a project with tight 
timelines and cost constraints,’ she 
says. ‘It was especially difficult when I 
was required to work away from home 
during my kids’ school exams, or work at 
night when my kids were waiting for me.’

Childcare
Inevitably, childcare is an issue for 
working mothers. The Community 
Business study suggested women in 

Asia were suffering as a result of  the 
local practice of  having full-time, live-in 
helpers working six days a week.

Amanda Yik, senior programme 
manager at Community Business, says: 
‘Anecdotally, we have heard that 
because women have help, sometimes 
colleagues assume they can stay at 
work longer, which ignores the fact that 
people want to spend time with family.’

Working women in Asia, particularly 
those in global roles, also have the 
pressure of  working longer hours to 
accommodate conference calls to 
European and US time zones – a 
challenge that their counterparts in the 
West do not typically face. Community 

Business also found that many women 
feel compelled to put in longer hours 
than their male counterparts to prove 
they are up to the job.

Companies in Asia seem to be getting 
the message that gender diversity in the 
workplace is essential if  working women 
are to thrive in business. ‘They are 
increasingly aware of  the importance 
of  a gender-diverse workforce and the 
ability to attract, retain and promote 
the best female talent,’ says Yik. ‘But, 
compared to more mature markets like 
North America and Europe, they still 
have room to improve.’

Also, says Yik, despite flexible work 
arrangements being available in many 
of  these companies, they were not 
widely adopted by women in Asia, or 
had to be negotiated on an ad hoc basis 
with individual supervisors. Flexitime 
and working from home were more 
widely practised, but job sharing and 
part-time work were infrequently used.
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A joint survey, Retaining Women in the 
Workforce, launched in February 2013 by 
ACCA Malaysia and Talent Corporation 
Malaysia, found that only 30% of  
respondents’ employers offered flexible 
work, while just 7% had a childcare 
support facility. Unsurprisingly, 63% of  
women who were on a career break but 
were considering returning to work said 
that they were finding it hard to do so. 

ACCA Malaysia has also acknowledged 
the importance of  supporting women 
talent by including a category in the 
ACCA Malaysia Sustainability Reporting 
Awards for gender diversity. 

WorkLife Plus
PwC Malaysia is one of  the exceptions, 
offering a WorkLife Plus programme. 
People can opt for flexible working 
under the scheme, as well as take 
additional time out on top of  their 
annual leave entitlement and a career 
break of  one to three months for their 
personal or professional development.

Pauline Ho, PwC Malaysia assurance 
leader, who herself  has triplets, says: 
‘There may be certain points in your 
career when you may slow down or take 
a break, but that doesn’t have to be the 
end of  your career. What employers need 
to do is encourage people to come back 
after they’ve taken time off  or slowed 
down due to personal commitments.’

However, not all women think flexible 
working is the right solution. Florence 
Yip, financial services tax leader at 
PwC Hong Kong, says: ‘You can’t say to 
a client who wants to do an IPO, “I only 
work three days a week, so you need to 
wait”. Business doesn’t work like that.’ 
She advises women to try to achieve a 
work-life balance over a longer period 
of  time instead, rather than focusing 
on it on a daily or weekly basis.

Evidence suggests that Asian women’s 
desire for work-life balance is not simply 
a symptom of  the competing time 

While women are well represented in junior roles at companies in Hong 
Kong, Malaysia and Singapore, there is a dramatic drop in the percentage 
who hold senior positions in these countries, a phenomenon that has been 
dubbed ‘the leaking pipeline’.

Women fill an average of  52% of  junior positions at Hong Kong companies, 
while they also account for 45% of  middle positions, according to Community 
Business’s Gender Diversity Benchmark for Asia report. But women account for 
only 23% of  senior positions in the territory.

Malaysia has the highest proportion of  women in senior positions out of  the 
six Asian countries studied, at 28%, but this is still a sharp decrease from the 
53% of  junior roles that are filled by women.

Singapore followed a similar pattern, with just 22% of  senior posts taken by 
women, compared with 54% of  junior ones.

The group attributed some of  the fall in the number of  women holding senior 
positions to the fact that family still plays a dominant role in Asian women’s lives.

  *LEAKING PIPELINE

pressures they face, but also a sign that 
women regard professional success in 
terms other than just getting to the top.

‘Professional success for me is not 
just a high salary or a senior position,’ 
says Tsang. ‘It is people recognising 
your work and your contribution to the 
company and clients.’

Community Business found that 
some respondents felt they had already 
reached their desired level of  seniority, 
while a few were considering quitting 
their job altogether to start their own 
business or even go into teaching.

Louisa Mitchell, who is conducting 
research among female entrepreneurs 
in Hong Kong for the Women’s 
Foundation, picked up on a similar 
trend. Mitchell says the ultimate aim 
of  a number of  the women she has 
spoken to is not for their business to 
be as big or successful as possible, but 
rather to use the money and expertise 
they had gained to do something else.

One of  the women questioned 
wanted to sell her business and do 
charity work; another wanted to 
become an environmental educator.

‘What these women are trying to do 
is buy their freedom,’ says Mitchell. 
‘Their goals are more about freedom 
than money.’

Nicky Burridge, journalist

For more on ACCA’s report on women in 
finance, visit tinyurl.com/acca-women
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We want to meet your demand for 
a variety of learning content at an 
affordable level and keep you informed 
on the latest offers. And we know that 
cost and time are big factors when 
considering which CPD opportunities. 
So bear in mind the following:

* ACCA’s CPD section has lots of  online 
CPD courses, articles, webinars and 
qualifications from our partners. All 
of  the courses in our gateway have 
been quality checked by ACCA and 
will count towards your CPD if  you 
can apply the learning in your career 
www.accaglobal.com/CPD

Council’s first scheduled meeting of 
2013 took place on 16 March. The 
guest presenter at the meeting was 
Katrina Wingfield, chairman of the 
ACCA Regulatory Board, who presented 
its annual report for 2012.

The Regulatory Board was established 
after the AGM in May 2008 and brings 
together all of  ACCA’s arrangements for 
regulation and discipline in a single 
entity. The board stands at arm’s length 
from Council and the majority of  its 
members are lay individuals.

The report of  the board for 2012 
focused on the outcomes of  the 
board’s Regulatory Procedures Working 
Party, recruitment of  regulatory and 
disciplinary panel members and lead 
regulator inspection reports. Council 
was pleased to note that the report 
overall underscored the board’s 
commitment to continuous 
improvement in regulation and was 
reassured that, going forward, the 
board would continue to provide 
proactive oversight of  ACCA’s 
disciplinary and regulatory processes.

* You are probably sitting on a 
mountain of  unreported CPD 
without knowing it. Think about 
what activities you have been 
involved with this year in the 
workplace. Have you had to 
implement a new process or learn 
new software to improve the service 
you deliver to clients? Have you 
mentored a junior at work? All of  
these can count toward your CPD if  
you had to undertake learning.

* Have you thought about using  
social media to source CPD? 
Updated daily, the official Twitter 

A number of  other issues were 
considered in Council’s formal sessions.

* Council met in groups to debate the 
topic ‘ACCA’s growth ambition’.

* Council considered the regular report 
of  the chief  executive (Helen Brand). 
The report covered ACCA’s 
performance as well as a review of  
ACCA strategic development and 
developments in the wider profession.

* On a recommendation from Resource 
Oversight Committee, Council 
approved the proposed budget for 
the organisation for 2013–14. 
Following a recommendation from a 
group of  standing committee 
chairmen, Council also approved 
achievement measure targets put in 
place to track ACCA’s strategic 
performance in 2013–14.

* A report was received on the progress 
of  ACCA’s initiatives to deliver public 
value. Public value encompasses 
working in the public interest, but it 
also includes ACCA’s core purpose of  
providing opportunity to individuals 
and, through that process, providing 

feed for ACCA CPD and Events is 
where we focus on your personal 
development. Follow us and we’ll 
tweet you the latest CPD tips and 
information on new products, 
events and promotions. It couldn’t  
be simpler!

– Twitter: @ACCACPD_Events 
ACCA also hosts a LinkedIn group, 
giving you a forum to discuss the 
ACCA events and conference which 
interest you with like-minded ACCA 
members. Why not join the 
conversation? 
– LinkedIn: http://tinyurl.com/bv2clhp

businesses and economies with 
ethical financial professionals who will 
help them grow and prosper. It also 
encompasses the work ACCA carries 
out to develop the profession globally 
and its leadership in areas such as 
corporate social responsibility and 
integrated reporting.

* Council confirmed Alexandra Chin 
as its preferred nominee for vice 
president 2013–14.  (The formal 
elections for ACCA’s officers will 
take place at the annual Council 
meeting immediately following the 
AGM on 19 September 2013.)

In a break with usual practice, Council 
also heard from a panel of  external 
experts discussing future trends, for the 
global economy generally as well as in 
digital media, and the expectations of  
the workforce of  the future. The outputs 
of  the panel session will be used to 
inform a series of  scenarios to support 
the development of  ACCA’s strategy 
beyond 2015.

Council’s next meeting will be in 
London on 15 June 2013.

Searching for CPD?

Council meeting highlights 
Chairman of ACCA Regulatory Board presents its annual report for 2012
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Find out more about the ACCA 
Competency Framework and the 
business need behind the complete 
finance professional by visiting 
http://competencyframework.
accaglobal.com

caption style

You know that ACCA members 
are fully prepared professional 
accountants with a complete skillset 
that can strengthen the finance 
function and deliver enhanced value, 
but how can you be sure that ACCA 
members and trainees meet your 
organisation’s requirements?

For the first time, ACCA has 
published an online Competency 
Framework, which highlights the 10 key 
competencies finance professionals 
must have if  they are to succeed in 

business and their career – skills which 
are covered by the ACCA Qualification.

To demonstrate how the 
competencies of  an ACCA-qualified 
accountant can help grow your 
business, we have worked with leading 
employers to develop a Competency 
Framework to compare key business 
areas against the ACCA syllabus. It will 
let employers see all 10 of  the 
competencies learned through the 

ACCA Qualification and how they relate 
to the requirements of  different jobs. 

Helen Brand, chief  executive of  
ACCA, says: ‘A competency is defined 
as a fundamental knowledge, ability or 
expertise in a specific subject area or a 
specific behaviour. The ACCA 
Qualification addresses all the key 
knowledge areas required by finance 
professionals, from performance and 
financial management and taxation to 
Islamic finance, and the principles of  
integrated reporting.

‘We developed this Competency 
Framework to ensure aspiring finance 
professionals, employers and tuition 
providers are clear about the skills 
demanded in an increasingly globalised 
and changing business environment.’

How will it help me?

* HR management – it provides easy 
access to information about the 
ACCA Qualification that helps when 
you’re resourcing your finance 
function, or developing job 
descriptions or performance 
development plans.

* Transferability – by showing real-life 
scenarios of  career pathways and 
progression routes, the Competency 
Framework can guide your trainees 
at key points in their career, helping 
transferability across roles.

* Faster progress to membership 
– because the 

Competency Framework links job 
roles to performance objectives and 
performance objectives to exams, 
you can use it to help your trainees 
complete their work experience 
more effectively and progress to 
membership more quickly.

The 10 key competencies are:
1 professionalism and ethics
2 governance, risk and control
3 stakeholder relationship 

management 
4 strategy and innovation
5 leadership and management
6 corporate reporting
7 sustainable management 

accounting
8 financial management
9 audit and assurance, and
10 taxation.

Brand says: ‘The Competency 
Framework highlights the abilities 
aspiring finance professionals must 
have to meet the requirements of  
potential future employers. ACCA has 
always been committed to ensuring its 
qualification meets the needs of  every 
sector in every region of  the world, and 
the Competency Framework brings 
these together. It not only serves as a 
checklist for students but as a clear 
demonstration to employers that those 
with the ACCA Qualification are 
complete finance professionals.’

The complete package
Is your organisation recruiting or training ACCA members or students? Our new 
Competency Framework for complete finance professionals can help 

THE ACCA QUALIFICATION ADDRESSES ALL KEY
AREAS REQUIRED BY FINANCE PROFESSIONALS

             *THE FRAMEWORK
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HONG KONG
NEW MEMBERS COCKTAIL RECEPTION
The new members celebratory cocktail reception, held 
in Hong Kong on 13 March, was privileged to have ACCA 
president Professor Barry Cooper presiding over the 
evening. This event aimed to welcome new members joining 
the ACCA family, promote the value of ACCA membership 
to affiliates, provide an opportunity for new members 
and affiliates to network with each other and senior 
members, and explain the level of support offered 
by ACCA to members. 

To inspire new members, a panel of  four 
members working in a variety of  different sectors 
were invited to share their success stories with  
other new members and affiliates and explain  
how the ACCA Qualification has helped them  
with their career progression. 

More than 200 new members, affiliates and 
their guests were present at the reception.The 
event provided a wonderful opportunity for guests 
and ACCA Committee members to share their 
ideas and knowledge.

ACCA HONG KONG SPRING COCKTAIL 2013
More than 100 guests, including representatives from 
government departments, key leaders of professional 
accountancy bodies, representatives of ACCA Approved 
Employers and Approved Learning Partners, chambers of 
commerce in Hong Kong, ACCA Hong Kong past chairmen, 
as well as top academics involved in the training of 
professionals, attended the ACCA Hong Kong Spring 
Cocktail 2013 on 7 March. 

Prominent guests included Chen Shaobin, deputy director 
general of  the Coordination Department, the Liaison Office 
of  the Central People’s Government in the HKSAR; Julia  

 
Leung, under secretary for Financial Services and the 
Treasury, Financial Services and the Treasury Bureau; David 
Sun, director of  audit at the Audit Commission; Kenneth 
Leung, legislative councilor (accountancy constituency); and 
John Poon, chairman of  the Financial Reporting Council. 

The event provided an opportunity for guests and ACCA 
Committee members to share their ideas and knowledge of  
the profession and develop a better understanding of  each 
other’s role. It also allowed attendees to have a good 
exchange with key contacts at the Big Four and HSBC, as 
well as representatives from the CICPA Hong Kong office.

01 ACCA president Professor Barry Cooper 
addresses attendees at the cocktail reception 

02 William Mak, chairman 
of ACCA Hong Kong, 

pictured with honourable guests 
during the cocktail reception
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05 Barry Cooper and Liao Muqun ink the 
Memorandum of Understanding(MoU)

SHENZHEN
MoU SIGNED WITH SZICPA
ACCA and the Shenzhen Institute of Certified 
Public Accountants (SZICPA) inked a 
Memorandum of Understanding (MoU) on 11 
March, cementing the exchange and collaboration 
in areas of common interests which have been 
strengthened over the years. ACCA president 
Professor Barry Cooper and Liao Muqun, SZICPA 
president, signed the MoU in Shenzhen. Together 
with other leaders from SZICPA, Ada Leung, head 
of ACCA China and Sophie Yuan, head of ACCA 
Guangzhou, witnessed the signing.

GUANGZHOU
GDICPA COLLABORATION ENHANCED
A Memorandum of Understanding (MoU) 
was signed in January between ACCA and 
the Guangdong Institute of Certified Public 
Accountants (GDICPA) to strengthen collaboration 
in training, enhance standards and strengthen 
regulation and governance. Ada Leung, head of 
ACCA China and Li Chuxiong, deputy secretary 
general of GDICPA, signed the MoU; Ding Yuewen, 
secretary general of GDICPA and Sophie Yuan, 
head of ACCA Guangzhou, witnessed the signing.

03  (Top) Professor Barry Cooper welcomes two new young  
and enthusiastic members to the ACCA fold

04  (Above) William Mak proposes a toast to guests and wishes 
them a successful Year of the Snake
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Competency Framework 
can help trainees 
become complete 
finance professionals

62 Council Details 
of ACCA Regulatory 
Board’s annual report 
for 2012; plus, the many 
places where you can 
find CPD opportunities

Inside 
ACCA

Council is ACCA’s governing body and as such has a pivotal 
role in ACCA affairs. It has a wide-ranging remit that includes 
ensuring that ACCA operates in the public interest and delivers the 
objectives stated in its royal charter, setting the overall direction 
of ACCA through regular approval of ACCA strategy, ensuring 
that governance structures are aligned to the effective delivery of 
strategy, engaging with ACCA members to explain and promote 
ACCA’s strategic direction, acting on behalf of all members and 
future generations of members (today’s students), and providing 
an objective environment for the executive team to explore new 
ideas or challenges.

Council and the executive team collaborate in order to devise 
ACCA’s strategy, which is then approved by Council. Delivery of  
strategy is the responsibility of  the executive team, with governance 
of  the process and performance management provided by Council.

Whatever their geographical or sectoral bases, Council members 
do not represent particular areas or particular functions and are 
elected by the membership as a whole.

Candidates in the Council elections come from all parts of  the 
world, from every sector of  the profession, and represent a wide 
range of  senior positions. Long-term or technical experience is 
valuable, but so is a proven ability to participate actively in strategic 
decision making. Council experience as such is not necessary. 
However, an understanding of  good governance is essential, and 
personal and professional integrity must be of  the highest standard.

Specifically, ACCA expects members to bring the following skills 
and attributes to Council: an ability to take a strategic and analytical 
approach to issues and to see ‘the big picture’, an understanding of  
the business and the marketplace, communication and networking 
skills, an ability to interact with peers and respect the views of  
others, decision-making abilities, an ability to act in an 
ambassadorial role in many different environments, planning and 
time management, and a willingness to learn and develop.

Nominations are now invited for any members wishing to stand  
for election to Council at the 2013 AGM. Anyone wishing to stand 
must be nominated by at least 10 other ACCA members in good 
standing. Candidates should supply a head and shoulders 
photograph and an election statement of  up to 180 words. Election 
statements should not include references to email addresses or 
internet websites. Candidates are also required to sign declarations 
of  their willingness to comply with, and be bound by, the code of  
practice for Council members.

Further information on the Council election process, including pro 
forma nomination papers, may be obtained by writing to the 
secretary at 29 Lincoln’s Inn Fields, London WC2A 3EE, by sending 
a fax to +44 (0)20 7059 5561, or by sending an email to 
secretariat@accaglobal.com quoting ‘Council Elections’ in the 
subject box.

The closing date for submission of  nominations to the secretary is 
19 June 2013.

Council election
Nominations are invited for members wishing to 
stand for election to ACCA’s Council

BOARD-READY 
ACCA has joined the 
Global Board Ready 
Women initiative – a list 
of women qualified to sit 
on a board of directors. 

The global list has been 
compiled by the European 
Business Schools/Women 
on Boards Task Force in 
association with the Forte 
Foundation and the 
Financial Times Non-
Executive Directors’ Club. 

More at http://tinyurl.
com/brvevet

GRI GOES DUTCH 
The Global Reporting 
Initiative (GRI) is holding 
its Global Conference 
on Sustainability and 
Reporting this year in 
Amsterdam, 22–24 May. 

Over 1,500 leaders and 
practitioners from 
business, finance, 
academia and government 
are expected to be there 
for the launch of  G4 – the 
next generation of  GRI 
guidelines. Attendance 
can count as CPD if  
relevant to your career 
and the learning can be 
applied in the workplace.

Details at www.
griconference.org
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