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HOME IS WHERE THE WORK IS 
For many people, the idea of a perfect workday may 
mean more time alone and less interaction with clients 
and coworkers. For others, working from home promotes 
greater productivity and creativity. For companies, 
providing flexible work arrangements enables them to 
retain staff who may otherwise consider quitting for 
personal and family reasons.

Advances in technology and telecommunications – the 
internet, high-speed broadband, smartphones, tablets – mean that employees 
working from home can still be connected to the office. They may occasionally 
visit to attend meetings and touch base with fellow workers. However, with 
today’s improved videoconferencing capabilities, workers can even ‘virtually’ 
attend meetings from home. 

Over the years, the idea of  working from home has taken hold. The trend 
first became popular in the US but has since caught on in developing nations 
including Malaysia. A recent Ipsos/Reuters poll suggested that about one in five 
workers around the globe, particularly in the Middle East, Latin America and Asia, 
partially work from home frequently and nearly 10% work from home every day.
Rules of  thumb for suitable jobs include those that involve a lot of  solo work, can 
be done as a home-based business and are mostly computer-based. 

Accountancy is said to lend itself  to home-working possibilities. Accounting-
related work is often done independently and accountants are left to crunch 
numbers or generate reports on their own, with independent deliverables that are 
often not team-based; self-employment is also an option. Accounting software has 
made this type of  work easier and quicker than ever. 

On the flip side, working from home has drawbacks for companies, including 
indiscipline, non-performance and abuses of  home-working privileges. Our article 
on page 54 provides a rundown on the pros and cons.

Lee Min Keong, Malaysia editor, abeditor@accaglobal.com
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▼ MORE BIKES FOR BEIJING
In a bid to reduce air pollution and traffic 
congestion, Beijing is set to almost double the 
number of bicycles for rent to 25,000

▼ WEALTHY WON OVER
Asia’s rich have fallen in love with French 
luxury goods group Hermès. Sales in 
Asia, excluding Japan, grew by 17% in 
the first half of the year

▼ NO NAPPING FOR IKEA
A man rests in an IKEA branch in Shanghai 
– a common sight in the store. The Swedish 
company is now the largest foreign 
commercial landowner in China

▼ SWEET TREATS IN STORE
Singapore’s first Krispy Kreme outlet is due 
to open this month. The US chain already has 
branches in Malaysia, Indonesia and Thailand
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▲ CONVENTION COLLABORATION
Chinese tax commissioner Wang Jun (L) and 
OECD secretary general Angel Gurría attended 
a ceremony in Paris where China signed the 
OECD’s Multilateral Convention on Mutual 
Administrative Assistance in Tax Matters

▲ GLOBAL PLATFORM
China’s State Council has approved the 
establishment of a pilot free trade zone in 
Shanghai. The zone will help foster China’s 
global competitiveness and serve as a new 
platform for cooperation with other countries

► PLASTIC FANTASTIC
Danish toymaker Lego plans to open a factory 
in China to supply increasing Asian demand. 
Sales in Asia are growing by over 50% annually
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Its aim is to strengthen 
monetary and financial 
policy coordination, and 
help regulators deal with 
financial crises. Analysts 
believe its creation might 
speed reforms across the 
financial sector, among them 
bank deposit insurance, a 
key step in China’s plans to 
liberalise bank interest rates 
and boost competition in the 
banking sector. 

REFORMS FLAGGED 
Financial reforms are 
expected to be deepened 
as business builds in the 
forthcoming Shanghai Free 
Trade Zone. Lian Ping, chief  
economist at China’s Bank 
of  Communications, said 

EY TAKES MAKE
For the sixth consecutive 
year, EY has been 
recognised as a Most 
Admired Knowledge 
Enterprise (MAKE) in Hong 
Kong. Judged by a panel of  
senior business executives 
and knowledge management 
experts, the MAKE Awards 
celebrate organisations that 
transform intellectual capital 
into superior products, 
services and solutions. 
Brigitte Ireland, EY Asia 
Pacific knowledge leader, 
said: ‘At EY, our aim is 
simply to make the best use 
of  everything we know and 
everything we’ve done, so we 
can serve our clients better.’

FINANCIAL FLAWS
A survey by Singapore’s 
Accounting and Corporate 
Regulatory Authority and 
ACCA has found deficiencies 
in the financial reporting 
practices of  Singaporean 
companies. The findings 
suggest companies ‘need 
to firmly take ownership 
of  financial reporting and 
put greater emphasis on 
developing the resources 
needed for effective financial 
reporting’. Frequent 
changes and the increased 
complexity of  financial 
reporting standards were 
also found to pose a major 
challenge to some financial 
preparers, highlighting 
‘the benefits of  employing 
qualified accountants’.

CHINA COORDINATOR
Beijing’s announcement of  
a new agency to coordinate 
financial supervision will 
strengthen the power of  the 
central bank, while leaving 
existing watchdogs intact. 

he expects reforms in the 
capital account to allow freer 
flow of  funds into the free 
trade zone. Wang Xinkui, 
director of  the Shanghai 
municipality’s advisory 
department, agreed. ‘The 
gradual opening of  capital 
account is most important. 
If  capital could not flow in 
and out, it would be very 
difficult,’ he said. 

GRANTS UP FOR GRABS
A new working group 
will seek views on how 
to support Singapore’s 
small and medium-sized 
enterprises (SMEs). A key 
focus will be on streamlining 
the grants and schemes that 
businesses can tap into. 

MAINSTREAM SUKUK
A recent briefing note by 
the Clifford Chance law 
firm highlights recent 
developments in Hong 
Kong to encourage the 
development of  a sukuk 
market. In July 2013 an 
amendment was gazetted, 
harmonising the tax 
treatment for Islamic 
securities and conventional 
debt securities. Clifford 
Chance noted: ‘It is hoped 
that the development of  
a sukuk market will help 
to reinforce Hong Kong’s 
position as an international 
financial centre by widening 
its spectrum of  financial 
products and range of  
market participants.’

TR
EN

D
S

News round-up
This month’s stories include Singaporean reporting deficiencies, Hong Kong’s sukuk 
stimulus, the emerging market currency rout, and China completing the tax evasion front

INNOVATION AT THE HEART OF COMPETITIVENESS
Excellent innovation and strong institutional environments are increasingly 
key drivers of competitiveness for national economies, according to the 
World Economic Forum’s Global Competitiveness Report 2013-14, which 
ranks 148 nations.

RANK 2
Singapore

RANK 7
Hong Kong

RANK 9
Japan

RANK 24
Malaysia

RANK 38
Indonesia

RANK 139
Myanmar
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CURRENCIES DOWN
After downgrading 
its forecasts for three 
currencies in the region, 
Goldman Sachs said 
it expected the rout in 
Asian emerging market 
currencies to continue. The 
US investment bank revised 
down its three, six and 
12-month targets for the 
Malaysian ringgit, Thai baht 
and Indonesian rupiah. ‘The 
market sell-off  has its roots 
in deteriorating underlying 
fundamental flows, and in 
particular the weakening 
broad balance of  payments 
led by current account 
deterioration in recent 
quarters,’ the bank said. 

PwC BOOSTS NUMBERS
PwC has appointed 32 new 
partners across its firms in 
mainland China (13), Hong 
Kong (eight), Singapore (six) 
and Taiwan (five), bringing 
the total number of  partners 
in the four regions to over 
690. Of  the new partners 
17 are with the assurance 
practice, eight in tax, and 
seven in advisory, and 13 
are female. ‘I’m proud 
to see these exceptional 
professionals achieve this 
significant career milestone 
and look forward to their 
continued contribution to 
PwC,’ said Simon Tsang, 
PwC human capital leader 
for China, Hong Kong, 
Singapore and Taiwan. 

BIG ON MICE
Malaysia is intent on 
gaining a bigger share of  
the meetings, incentives, 
conferences and exhibitions 
(MICE) pie. Several 
programmes have been 
announced to attract 
business groups, part of  the 
bigger agenda to position 
Malaysia as Asia’s business 
events hub. The aim of  
the country’s progressive 
Economic Transformation 
Programme is to grow 
business tourism arrivals in 

the country to 8% (from the 
current 5%) – an increase 
from 1.2 million to 2.9 
million business visitors  
by 2020. 

RISK REFORM
The China Banking 
Regulatory Commission 
(CBRC) will let banks use 
their own internal standards 
to measure regulatory 
capital as a way of  
improving risk management 
and market discipline 
among local lenders. Under 
the rules, banks applying to 
use internal ratings-based 
approaches must have at 
least 50% of  their total 
assets covered by these 
standards at the time of  
application. Within three 
years of  approval, coverage 
should extend to 80% of  
total assets.  

STANDARD MOOTED
The Malaysian Accounting 
Standards Board has 
published revised proposals 
for private entity reporting in 
Malaysia. The plans remain 
based on IFRS for SMEs, but 
make some amendments 
for the Malaysian context. 
If  approved, all private 
entities would be required 
to apply a single financial 
reporting framework on 
1 January 2016. The new 
set of  national accounting 
standards for private entities 
would be ‘closely aligned’ to 
the IFRS for SMEs issued by 
the International Accounting 
Standards Board (IASB).

CLOSER TIES
Hong Kong and Malaysia 
are cooperating to 
promote financial market 
development in both 
countries. The Hong Kong 
Monetary Authority and 
Bank Negara Malaysia 
met in August and agreed 
to make collaborative 
arrangements to deepen 
trade and investment 
linkages. The joint efforts 

TR
EN

D
S

PLANET FOLLY
WWF says the resources of 2.6 Earths would 
be needed if the whole world lived a Hong 
Kong lifestyle. Hong Kong’s ecological 
footprint is twice the size of mainland China’s.

BIG FOUR SHAKE-UP
The Chinese Institute of CPAs’ ranking of the top 100 
CPA firms in China sees Ruihua (the firm formed by 
the merger of Crowe Horwath and RSM) placing third, 
knocking KPMG out of its accustomed Big Four spot.

will cover, among others, 
offshore renminbi business 
development and the 
internationalisation of  
Islamic finance. 

REVENUE RECOGNITION
As the IASB and the 
Financial Accounting 

Standards Board (FASB) 
prepare to release final 
global revenue recognition 
changes, Grant Thornton 
International Business 
Report research has 
found that only 38% of  
respondents believe existing 
accounting standards on » 

¥3,226m PwC

¥3,045m Deloitte

¥2,236m EY

¥1,774m BDO Shu Lun Pan

¥1,366m Daxin

¥2,136m KPMG

Pan China

Shinewing

Dahua

¥2,437m Ruihua

¥1,105m

¥1,041m

¥1,008m
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‘TOO BIG TO FAIL’ INITIATIVE GETS RENEWED BACKING FROM G20 
Global leaders at September’s G20 meeting in St 
Petersburg in Russia endorsed the efforts of the Financial 
Stability Board (FSB) to ensure the major crashes that 
sparked the financial crisis never happen again. 

In a report prepared for the summit, Mark Carney, 
who chairs the FSB and is governor of  the Bank of  
England, said good progress had been made on the FSB’s 
ambitious ‘too big to fail’ initiative, which he described as 
essential for a more robust, competitive and fair financial 
system – but that more needed to be done.

The G20 leaders agreed and renewed their 
commitment to ‘make any necessary reforms’ to drive 

through the FSB’s key recommendations, which include 
undertaking ‘the necessary actions to remove obstacles 
to cross-border resolution, taking into account country-
specific circumstances’.

Russian president Vladimir Putin told the summit 
that a return to economic crisis could not be ruled 
out, as world leaders had not yet resolved the problem 
of  returning the world economy towards steady and 
balanced growth. 

included insufficiently 
rigorous evaluations of  
the impact of  control 
deficiencies and insufficient 
evidence of  revenues in a 
number of  audits.

GROWTH PROSPECTS 
Indonesia is the most 
attractive country in the 
ASEAN region for business 
expansion, followed by 
Vietnam, Thailand and 
Myanmar, according to a 
survey of  475 representatives 
of  US companies in 10 
ASEAN countries for the 
American Chamber of  
Commerce’s 2014 ASEAN 
Business Outlook. More than 
half  (63%) the respondents 
reported a growing 
contribution by ASEAN 
markets to their companies’ 
worldwide revenues over 

the past two years, while 
almost three-quarters (73%) 
expected it to rise over the 
next two years. 

UNITED ON EVASION
China has become the 
final G20 nation to join 
international efforts to 
end tax evasion after 
signing the multilateral 
convention in August. The 
convention now has 56 
signatories and endorses 
the automatic exchange 
of  information as the new 
global standard. OECD 
secretary general Angel 
Gurría said it represented 
‘another important step in 
strengthening collaboration 
between China and the 
OECD and in fighting 
international tax evasion and 
avoidance’. ■

issued an inaugural 
US$490m sukuk. The 
three-month Islamic bonds 
offer highly rated, tradable 
and Shariah-compliant 
financial instruments, 
helping institutions offering 
Islamic financial services to 
manage their liquidity more 
effectively and efficiently. 

KPMG/PwC CRITICISED
KPMG and PwC have been 
criticised by the US Public 
Companies Accounting 
Oversight Board for audit 
failures in the latest releases 
of  its audit inspection 
reports. While the majority 
of  both firms’ audits were 
not criticised, PwC’s failures 
included insufficient checks 
on revenue accuracy and 
on stock and other asset 
valuations. KPMG’s failures 

revenue recognition need 
improving or replacing. A 
majority also thought that 
the latest joint proposals 
would increase costs (50% 
vs 33%) and complexity 
(46% vs 36%); only 38% 
were aware of  the upcoming 
changes. ‘Some may argue 
that current standards aren’t 
broken, but we think there 
are serious problems,’ said 
Grant Thornton global CEO 
Ed Nusbaum. 

ISLAMIC BOND DEBUT
A consortium of  central 
banks from Asia, the Middle 
East and Africa has moved 
towards developing a cross-
border market in Islamic 
financial instruments 
after the Malaysia-based 
International Islamic 
Liquidity Management 

▲ 20/20 VISION
G20 leaders in front of St Petersburg’s Constantine Palace
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STAYING POWER
In over 35 years with the firm, Deloitte Malaysia’s country managing partner  
Tan Theng Hooi has witnessed some extraordinary changes in the financial landscape

Deloitte’s Malaysia country 
managing partner has a 

professional background to match 
the firm’s financial credentials; 

most of his clients are major listed 
companies across the industrial board. 
Tan Theng Hooi’s full CV runs to several 

pages but he modestly distills it down to 
a few lines, admitting to having ‘served 
multinational and local companies’. 

Besides Deloitte’s core services, 
Tan – a member of  the Malaysian 
Institute of  Accountants (MIA), the 
Malaysian Institute of  Certified Public 
Accountants (MICPA) and a Fellow of  CPA 
Australia – advises on the challenging area 
of  corporate governance.

I moved to tax, then went back to auditing again, before 
I started managing the practice,’ he says. But what was 
different then was the environment.

Although he laughingly says that all he started with was 
a calculator, within five years he was dispatched to set up 
Deloitte’s Johor Bahru branch. 

Malaysia in the 1970s and 1980s was beginning 
to experience an influx of  foreign investors. Overseas 
companies with deep pockets were ready to put their money 
down but were unsure of  the risks. Deloitte, already a well-
established brand name in mature markets, was well placed 
to advise them. Tan remembers a very busy period when the 
company’s main activity, at least at the Johor Bahru branch, 
centred on advising clients about setting up operations.

‘Green field’
‘Malaysia was a relatively green field, and we spent a 
lot of  time with foreign clients who were interested in 

investing but needed to do extensive 
research before making final 
decisions,’ he explains. ‘We helped 
with the due diligence; sometimes 
our services even extended to 
setting up meetings with ministry 
representatives, and facilitating 
applications for permits and local 

financing. It was a very busy time.’ 
Under Tan’s stewardship, Deloitte’s branch in Johor 

Bahru grew from 12 to 80 staff  – and Deloitte decided that 
it was time for Tan to return to headquarters. ‘One of  the 
major plus factors about working with an international firm 
like Deloitte is that you are exposed to diversity very early 
in your career,’ he remarks. ‘When you begin that way, you 
can’t help but look at things differently.’

Having started at the bottom, his perspective of  
the industry is a well-rounded, comprehensive one, 
encompassing three-and-a-half  decades of  experience 
and running the entire length and breadth of  accountancy 
services. One element that has changed drastically since he 
joined the profession is technology. 

‘Technology has really altered the landscape,’ he 
remarks. ‘It’s amazing how much it has affected the 
way things are done today. In many cases, it has significantly 
lessened the tedium of  auditing, for instance. Financial 
applications have expedited many processes.’ But » 

‘I
was waiting for my A-level results, and someone 
told me I could write to the then Big Eight firms 
to ask for a job,’ Tan recalls. ‘I did, and I was 
hired. I thought it was a pretty good deal then.’ 

The deal meant starting at the entry level, in the auditing 
department. Today, Tan is country managing partner for 
Malaysia, with oversight of its four main areas: audit, tax, 
financial advisory services and consulting.

When he started off  in accountancy as a 19-year-old in 
1977, Tan felt that his career path was quite uncomplicated. 
‘Back then, a university degree wasn’t a prerequisite,’ he 
says. ‘For most of  my peers and myself, it was sufficient 
to have passed our A levels.’ But once you were in, it was a 
whole different world. One thing that has stayed the same, 
of  course, is the starting point for all who aspire to the 
profession: auditing. Everyone began there, and Tan was no 
exception. In fact, most of  his 35-year career seems to have 
revolved around auditing. ‘After the initial auditing stint, 

CV

▌▌▌’WITH THE SHIFTING DYNAMICS OF 
DIFFERENT MARKETS, WHAT WORKS FOR ONE 
CLIENT WILL NOT WORK FOR ANOTHER’
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have an accounting degree because they 
bring different perspectives to the table. 
Accounting incorporates myriad aspects 
of  business, and it gears you towards 
a comprehensive understanding of  
business – so the more perspectives, the 
better. It’s a fact: you don’t need to be an 
accountant to be a CEO!’ But ensuring 

that the firm’s services continue to be provided at the levels 
expected by clients is not an easy task.

Despite being the top choice of  many fresh graduates 
seeking employment, Deloitte still has to cast its net worldwide 
to find talent, he admits. The task is further complicated by the 
changing demands of  the marketplace, which simultaneously 
create many new opportunities for young professionals entering 
the workforce while making it difficult for even large firms to 
hold on to this talent when they find it. 

he is quick to add that it doesn’t make the work less 
complicated. If  anything, the environment has grown more 
complex, and professionals today may find themselves 
having to cope with totally unanticipated situations.

Despite his senior position, Tan works the same long hours 
as when he first entered the profession, except that today his 
work encompasses different dimensions. ‘I spend a lot of  
time meeting with clients, talking with them and looking at 
their needs,’ he says. ‘It’s important to understand what they 
want because, with the shifting dynamics of  different markets, 
what works for one client certainly will not work for another. 
All services need to be customised, and for this reason I also 
‘manage’ the time of  my partners and other staff  so that we 
use our resources in the most efficient manner.’

Tan has a big team but is constantly on the lookout for 
new talent – another area where he is extensively involved. 
‘Deloitte has a very structured internship,’ he explains. ‘Our 
interns have an ‘onboarding’ programme where they are 
trained, among other things, how to structure their time 
according to the projects they are allocated. 

‘Besides this formal training, they have a session with me, 
too, where they are encouraged to ask questions, so that they 
get a comprehensive picture of  the profession and are 
prepared as much as possible for the real world.’ To their 
credit, he adds, many of  them are sure of  what they want, 
and are very focused on a career in their chosen field.

Stringent selection
Even so, when it comes to staff  selection, Deloitte goes 
to extraordinary lengths to get the best. Tan says that only 10 
out of  every 100 applicants are shortlisted – and the selection 
process is a stringent one. Applicants must go through 
several levels of  interviewing, starting with phone interviews. 
They then fill forms and take tests and, if  they survive these 
preliminary rounds, they are invited back to carry out simple 
projects as members of  a team. ‘They’re observed every step 
of  the way,’ Tan says. ‘At the end of  this period, only three or 
four of  the original applicants will be offered jobs with us. The 

tough screening is necessary because we want staff  that fit. A 
degree, even a good one, is not a guarantee that the individual 
will be a good fit for the job.’

Deloitte does not confine itself  to graduates with accounting 
degrees either. Because of  its diverse client base, the firm, 
which is the largest professional services firm in the world, is 
constantly on the lookout for talent from a variety of  fields. 
‘If  we have someone with a law degree, for instance, they can 
do tax law,’ Tan says. ‘Nevertheless, we value those who don’t 

▌▌▌’ACCOUNTING INCORPORATES MYRIAD 
ASPECTS OF BUSINESS, AND IT GEARS YOU 
TOWARDS A COMPREHENSIVE UNDERSTANDING’
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‘There are no shortcuts,’ stresses 
Tan Theng Hooi. ‘If you want to 
excel and do well, you have to have 
the right attitude.’ And that means 

being prepared to work hard. Any job 
worth having will include long hours, he 
assures Deloitte interns. 

Having clocked up impressive hours 
himself, Tan may be forgiven for exhibiting 
a bias for the accounting profession, but 
he urges young people to approach any 
profession with the same dedication and 
commitment. ‘Accounting opens you up to 
the business world,’ he says. ‘But whatever 
you choose, you have to commit totally to it.’ 

Besides continually keeping a lookout for local 
possibilities, Deloitte undertakes roadshows abroad, 
particularly to universities and institutions of  higher 
learning in other countries with sizeable Malaysian 
student populations, where he has found them eager to 
come home to work, auguring well for the country.

This is a positive development. For many years, Malaysian 
employers have feared that the brain drain and a steadily 
diminishing talent pool would limit growth, but if  Tan’s 
observations are correct, the profession and industry as 
a whole could avoid extensive stunting. But even with this 
bright spot on the horizon, he cautions those aspiring to the 
profession to proceed with care. 

Being an accountant today means knowing much more 
than how to crunch numbers. As an example, Deloitte’s 
core services may cover auditing, tax, financial advisory and 
consulting, but in recent years these have extended to risk 

Deloitte wasn’t always Deloitte – at least in 
Malaysia. Starting life as Kassim Chan & 
Co, a local enterprise, in the late 1960s, it 
was this long tradition of operating within 
the Malaysian environment that became the 
base on which Deloitte’s current operations 
in the country were built. 

The company has seen impressive growth 
over the years, with more than 1,400 staff  in 
eight offices in Malaysia offering auditing, tax, 
consulting, financial advisory and enterprise 
risk services. Its impressive client list 
includes players in all major industrial and 
commercial sectors. In addition, Deloitte’s 
human resource development policies have 
made it an employer of  choice for many fresh 
graduates who aspire to the profession.BA
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consulting, forensic investigations, due diligence for initial 
public offerings, rights issues, fundraising, corporate takeovers 
and mergers and acquisitions. The firm also collaborates with 
other professional bodies on state-of-the-industry reports.

Compared to what the industry was when he first entered 
it decades ago, Tan feels that the profession today demands 
more of  its members, but in its efforts to meet market 
needs and deliver effective, efficient services, it is spurring 
the evolution of  the profession as a whole. ‘Back in the 
seventies, choices were limited. You either became a teacher 
or you took an office job,’ he recalls. 

‘I’m glad I chose accounting – although I think I’d have 
been a good teacher.’ What subject would he have taught? 
‘Probably physical education.’ Why? ‘I like sports, and I 
wouldn’t have to mark homework!’ ■

Majella Gomes, journalist
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TOOLKIT OR FAD?
This is the first article in a two-part series on sustainability and why it should be a strategic 
part of the business. Jack Cunningham presents some key findings from PwC’s survey

* the launch of  Khazanah’s ‘Silver Book’ for government-
linked companies;

* feed-in tariffs to stimulate uptake of  renewable energy;

* the Malaysian Code of  Corporate Governance; and

* Bursa Malaysia’s director’s guide to sustainability.
While there is no mandate in Malaysia for sustainability, 
external pressures (from overseas investors or customers) are 
starting to have an impact. Some local and international firms 
based here are crossing into this sphere, becoming more 
strategic about sustainability. But much more can be done. 

Masked benefits
One of  the main barriers in emerging countries is that 
many are focused primarily on growth, so sustainability 
struggles to ‘earn its keep’. Often there is little regulation, 
threat of  enforcement or a clear long-term strategy for 
sustainability. Businesses expect that sustainability must 
have an immediate ‘pay-back’. 

The truth is, the initial investment 
in time or capital for sustainability is 
immaterial to most companies’ operating 
costs – initiatives usually require little 
capital and there is rarely more than 
a few full-time employees involved 
in sustainability programmes. Like 
most new service lines, sustainability 

starts out as a cost centre. As companies mature in their 
understanding of  sustainability’s benefits, it can be cost-
neutral at worst, and cost-saving or revenue-enhancing at best.

There is a growing body of  empirical evidence to show 
that companies that have embraced sustainability outperform 
their peers. The biggest challenge for organisations embarking 
on sustainability is that much of  what it is does not carry an 
immediate value, cost or benefit. A company has no way to 
value it in traditional accounting models. The natural response 
to this perceived lack of  value is of  course for people to then 
devalue its impact and do nothing about it. However, green 
shoots are appearing. Some firms are starting to put a value 
on their social and environmental impacts and are reporting 
their non-financial aspects in a fundamentally different way.

These companies are embarking on an exercise of  
sustainability valuation, i.e. putting a monetary value on 
sustainability initiatives to show their contribution to strategic 
value at either a corporate or societal level. Such exercises can 
either be performed on parts of  a company, a whole company 

S
ustainability (CSR or corporate responsibility, as it 
is often still called) has become a buzzword among 
business people, governments and consumers over 
recent years. But what does sustainability really 

mean? Why is it so important? And what do businesses 
gain from acting sustainably? After all, isn’t sustainability 
really just another fad or bandwagon that consultants and 
do-gooders promote in order to pursue their own careers?

The Brundtland Commission defines sustainability as 
‘development that meets the needs of  the present without 
compromising the ability of  future generations to meet their 
own needs’. This may sound idealistic, but sustainability is 
really about finding a healthy balance between environmental, 
social and economic factors. It also touches on a wide range 
of  other important business issues and functions: governance, 
reputation, resource efficiency, customer-centrism, stakeholder 
engagement and ethics, to name a few. Its goal is that profit, 
and responsibility to shareholders is preserved, but so too are 

the long-term health and wellbeing of  communities, and the 
natural environment in which a business operates. 

I liken sustainability to a multi-purpose tool. A CEO may 
not know what the tool does or how it will be of  benefit today – 
in fact they may be sceptical it will ever be useful – but might 
conclude that it could come in handy in the future and that 
there is a risk to not adding it to the toolbox. Many years ago, 
business attitudes towards the concept of  human resources 
(HR) management was embryonic, an organisational issue 
that many companies chose to ignore. Labour was there to be 
used for the benefit of  the company, with staff  remuneration 
justifying unfavourable working conditions or treatment. Now, 
HR management and human capital management are among 
the most fundamentally important components of  a good 
business as companies recognise the criticality of  a talented, 
engaged, rewarded and retained labour force. The same 
attitude towards sustainability is starting to take hold.

The advancement of  sustainability in Malaysia goes back 
years; initiatives from the regulators and government include:

▌▌▌FIRMS ARE STARTING TO PUT A VALUE ON 
THEIR SOCIAL AND ENVIRONMENTAL IMPACTS 
AND ARE REPORTING THESE IN A DIFFERENT WAY
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or even whole cities or countries. The best known example of  
sustainability valuation transforming the way that business 
is conducted is Puma’s Environmental Profit & Loss Account 
(EP&L). In 2010 with the help of  PwC, the sports and fashion 
footwear and apparel brand embarked on this initiative – 
the world’s first – to allow the company to determine its 
sustainability focus areas and to develop products that make 
a positive difference. One of  the areas it looked into was 
finding new materials and production techniques that are 
cost-effective and with a lower environmental impact. 

Globally, leading firms can afford the time to undertake 
these sorts of  cutting-edge initiatives, safe in the knowledge 
that their brands are well established and that their markets 
are secure enough to allow innovation to be an acceptable 
risk to take. For companies like Puma, sustainability has 
been a key component of  the toolbox for some time. 

But what are the insights or experiences of  firms that have 
not yet decided whether sustainability is a tool they even want 
to add to the box, or for whom it is a relatively recent addition? 

To try to understand more about sustainability from a 

more local perspective, our PwC Malaysia sustainability team 
conducted a survey last year across the ‘ASEAN-5’ countries 
of  Malaysia, Thailand, Philippines, Vietnam and Indonesia. 
Our findings, gathered from more than 200 companies, give 
us a clear insight into the maturity of  sustainability and 
shows not just how far some companies say they have come, 
but also how much further there is to go. 

The intention to find out how well companies were 
progressing with their sustainability programmes led us to 
develop certain hypotheses about how companies structure 
and manage sustainability, how they engage stakeholders 
and also how far they are currently disclosing what they are 
doing. These hypotheses were based on our experiences with 
clients in the region as well as the team’s own experiences 
– mine included – in developing and implementing 
sustainability strategies within the companies themselves.

At the highest level, it was clear from the vast majority of  
firms surveyed that sustainability was seen as relevant to their 
business. This is perhaps unsurprising – few would openly 
admit that sustainability is irrelevant – but what was more » 
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surprising is that fewer than half  have a 
strategy that is aligned to the business. 
For those that said they intended to 
implement a strategy, it’s perhaps a 
little worrying that they might be doing 
this without the support of  their 
leadership – with only 3% saying they 

currently had the right leadership structures in place to drive 
sustainability and only 20% saying that sustainability was 
discussed at board level. As PwC Malaysia’s consulting leader 
Sundara Raj said at the launch of  the report we developed 
from the findings, ‘There seems to be a fundamental 
disconnect – companies recognise the importance of  
sustainability, but few are actually making it a regular 
boardroom agenda item.’

It is encouraging to see from our survey findings that 
Malaysian companies are more advanced in their adoption 
of  sustainability. In the next article, I will share more 
insights from our report, Going beyond philanthropy, that will 
shed more light on sustainability in the region. ■

The second article will discuss wider sustainability trends.

Jack Cunningham is associate director at PwC Malaysia

CHALLENGE FOR ASEAN FIRMS
How are ASEAN firms managing sustainability and 
what are the key driving forces? PwC’s survey takes 
a first-of-a-kind regional look at how firms are 
strategically embedding sustainability across their 
business. In particular, it studies the maturity of 
sustainability and comes to some striking conclusions.  

Some of  the key takeaways from the survey include:

*  81% of  companies say sustainability is extremely 
or very relevant to their business, but fewer than 
half  actually have a strategy. 

*  Only 1 out of  5 say sustainability is a regular 
agenda item at board meetings, and only 3% have 
a good leadership structure to drive sustainability. 

*  Only 12% engage regularly with all their 
stakeholders on sustainability. 

*  64% of  companies report on sustainability; but 
of  those, only 18% have independent third-party 
assurance for their sustainability reports. 

*  Energy and carbon-related costs will become the 
number-one driver over the next five years. 

The survey polled the responses of  more than 700 
sustainability practitioners from prominent companies 
across industries in Malaysia, Thailand, Indonesia, 
Philippines and Vietnam. We received more than 200 
responses from firms across various industries.

FOR MORE INFORMATION:

ACCA’s report, Is corporate Asia ready for the green 
economy? is at www.accaglobal.com/accountability

PwC’s report, Going beyond philanthropy, is at  
tinyurl.com/pwcsustainability

Bursa Malaysia’s director’s guide to sustainability  
is at tinyurl.com/oe84j6d

▌▌▌‘COMPANIES RECOGNISE THE IMPORTANCE 
OF SUSTAINABILITY BUT FEW ARE MAKING IT  
A REGULAR BOARDROOM AGENDA ITEM’
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Give them what they want
A convention that began from scratch in 1970 is a shining example of how success comes 
simply from engaging with your customers and understanding their needs, says Errol Oh

Maybe people should stop calling 
Comic-Con International in San Diego 
a geek fest. It’s a dismissive and 
inadequate label when you consider 
that during the few days every year 
that the show is held, it dominates  
the world’s showbiz headlines.

An article on MovieWeb, an 
entertainment website, says this year’s 
instalment of  Comic-Con in July was 
‘nothing if  not a cavalcade of  breaking 
news stories every five seconds’.

The show began more than 
four decades ago as a comic book 
convention, but has grown well beyond 
that. Today it is more a centre of  pop 
culture. That’s a fair description of  
a major platform for movie and TV 
studios to reach out to the media, fans 
and audience. If  you want to generate 
maximum buzz about a film or 
series, you make it a point to offer 
something exclusive at Comic-Con.

In addition, it’s a focal point for 
animation, games, science fiction, 
fantasy and horror… Yes, this is the 
stuff  that geeks love, but that alone 
does not explain why Comic-Con 
has drawn an annual sell-out 
crowd of  130,000 in recent 
times, and gets the global 
attention that any convention 
organiser would gladly give  
his right arm to have.

The fact is, the show 
is a huge success simply 
because it’s the ideal 
medium for certain 
industries to engage 
with their most 
committed and 
influential customers. 
And that makes 
Comic-Con itself  a 
business triumph.

According to the San 
Diego Convention Center 
Corporation (SDCCC), 
which runs the show’s 
main venue, Comic-Con 
has for years been the 
top economic generator 
among the dozens of  

One may imagine that Comic-Con 
is driven by a band of  entrepreneurial 
and marketing geniuses. That does not 
seem to be the case, and it certainly 
was not so at the beginning. The roots 
of  Comic-Con go back to a one-day 
event in March 1970 called San Diego’s 
Golden State Comic-Minicon; about 100 
people turned up. A group of  fans of  
comics, movies and science fiction put 
it together to collect money and drum 
up interest for a larger convention. 

The first incarnation of  Comic-Con 
was the three-day San Diego’s Golden 
State Comic-Con in August the same 
year. It had more than 300 attendees.

‘From the beginning, the founders 
of  the show set out to include not 
only the comic books they loved, but 
also other aspects of  the popular arts 
that they enjoyed and felt deserved 
wider recognition, including films and 
science fiction/fantasy literature,’ says 

the Comic-Con website.
That appears to  

still be the guiding 
principle. The show  
is presented by a 
non-profit educational 
corporation ‘dedicated 
to creating awareness 
of, and appreciation 
for, comics and related 
popular artforms, 
primarily through 
the presentation of  

conventions and events 
that celebrate the historic 

and ongoing contribution  
of  comics to art and culture’.

Cynics may argue that  
Comic-Con has transformed  
into a Hollywood showcase, but 
the truth is, the show works  

only if  it matches the passion  
and expectation of  fans. After all, that 
is how business is – the best are those 

who understand what the 
customers want and 
provide exactly that. ■

Errol Oh is executive editor 
of The Star

conventions hosted by the Californian 
city. It estimated Comic-Con 2013 would 
inject $175.4m into the local economy. 
Back in October 2010, when confirming 
that Comic-Con would remain at the San 
Diego Convention Center until 2015, the 
SDCCC estimated the show’s economic 
impact between 2013 and 2015 would 
be close to $500m.

San Diego fought hard to win that 
decision for Comic-Con to stay put, as  
it had faced competition from Anaheim 
and Los Angeles. A pivotal factor was 
the venue expansion plan to cope with 
Comic-Con’s growing needs. Last 
October, the city’s mayor announced  
the Comic-Con commitment has been 
extended to 2016, allowing more time  
to obtain financing for the expansion. 
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China’s homegrown talent is top ask
The finance talent pool in mainland China remains shallow, but companies are increasingly 
revealing that they prefer to employ local professionals over expats, reports Cesar Bacani

I’ve been hearing about the very  
tight market for finance talent in 
China for more than a decade now. 
But with the current restructuring 
of the economy and the economic 
slowdown there, I had assumed that 
multinational corporations and local 
companies are having an easier time 
recruiting and retaining CFOs, finance 
controllers, treasurers and other 
finance professionals.

No such luck, apparently. ‘It’s 
still a very tight market and pretty 
competitive,’ Shanghai-based Simon 
Lance recently told me. He should 
know – Lance is regional director, 
China, for Hays, a leading global 
specialist recruitment group. Some 
parts of  the labour market may be 
easing, he conceded, but not the 
technical and senior levels in finance.

You would think that a nation of  
1.3 billion people would have more 
than enough finance professionals to 
go around. But remember, China has 
undergone political upheavals that have 
held back its soft infrastructure. Things 
are stabilising. Last year, China’s 
universities produced 6.8 million 
graduates – that’s nearly the entire 
population of  Hong Kong.

But, of  course, they are all too 
green. What enterprises desire is a 
combination of  technical, soft, cultural 
and people management skills, as 
well as language and alignment with 
the company’s values. ‘A lot of  
[mainland] Chinese candidates 
haven’t yet come to the level 
in foreign companies,’ said 
Lance. ‘There’s still a bit of  
a transition happening in 
bridging the two worlds of  
Western management and 
Chinese local culture.’

He thinks it’s only a 
matter of  time, though. 
‘There’s a really good wave 
of  finance professionals in 
junior to mid-level ranks,’ 
said Lance. ‘I think over 
the next five to ten years, 
they will develop into 

but there is a strong preference to find 
Chinese local candidates.’

For expats, ‘it should be a long-
term commitment’, he added. ‘They 
must realise that employers in China 
are no longer looking for a one- or 
two-year secondment for an individual. 
They are looking for people that see 
their careers in China.’ Candidates 
from Hong Kong and Singapore have 
a ‘fantastic advantage’ in possessing 
language and cultural attributes close 
to China’s. ‘But they still need to be 
committing to the longer term.’

Other things have not changed. 
I’ve always thought that the long-
term solution in China is for firms 
to undertake a serious professional 
development programme for their 
staff, and avoid poaching other firms’ 

talent. That’s not happening.
‘China is a fairly impatient 

recruitment market, 
so domestic firm 
or multinational, 
the preference 
and the need is 

to find someone 
that already has the 

[required] skill set,’ said Lance. 
‘People are looking for the 

perfect short-term solution.’
Happily, finance professionals 

themselves are showing restraint. 
In the five years to 2011, Hays found 

that many candidates had moved 
two or three times very quickly, and 
were looking to do so again. ‘Not any 
more,’ said Lance. ‘I think candidates 
are aware that they need to establish 
themselves and demonstrate 
a longer-term commitment, 
particularly at the senior level, if  
they’re going to progress.’
In China, as elsewhere, candidates 

need to demonstrate that they have 
managed finance ably throughout 

the whole business cycle – 
good times, bad times and 
in-between. ■

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

the senior roles’ – and presumably 
ease the current crunch.

It was interesting for me to 
learn that enterprises in China have 
apparently now decided that local is 
totally best. Not too long ago, you’d 
find Western expats, and eventually 
Hong Kong and Singapore finance 
professionals, at the top in finance, 
in part because headquarters did not 
fully trust local managers.

That’s changed. ‘By and large we 
have more interest from our clients in 
identifying Chinese nationals,’ Lance 
told me. ‘Where that is not 
possible, we expand our 
search to Hong Kong and 
Singapore, and even 
expats [in the West], 
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Three pathways for progress
Delivery of ACCA’s strategic priorities, promoting an ethical profession and championing 
corporate reporting leadership are key for new ACCA president Martin Turner FCCA

It is a great honour and immense privilege to have been elected as 
your president at ACCA’s AGM in September. 

I am very excited about the year ahead and, in particular, 
I am delighted that my Council colleagues and I will be 
able to meet members, students, employers, tuition 
providers and regulators at our Council meeting in 
Dubai next year. The meeting will not only give us 
an opportunity to see at first hand one of  the most 
important and increasingly influential markets in 
the UAE but also to visit Sri Lanka, Bangladesh, 
Pakistan and Oman, where we have thousands of  
members and students.

On behalf  of  ACCA members, my key 
priorities for 2013/14 will be the delivery and 
development of  ACCA’s strategy to 2015 and 
2020, promoting an ethical profession and 
championing leadership in corporate reporting.

The first of  these is critical and we’ll be 
listening carefully to members’ views on the 
issues we need to address. 

The focus on ethics is not only because doing 
the right thing is central to ACCA’s core message of  
public value, but also because it is a vital part of  our 
qualification framework and more relevant than ever.  

In terms of  championing leadership in corporate 
reporting, I want to continue to build on the good 
work ACCA does in global standards. We want to see 
the adoption of  consistent global standards since they are 
needed for economic and financial certainty – to help build 
and maintain investor confidence and trust.

From experience, I know how important ACCA is to helping 
forge careers and providing support and services to members. I 
have been an ACCA member since 1976, and have sat on Council 
since 2004. My career has been in the health sector. I was a 
founder member and president of  the Health Service Society 
of  Certified Accountants more than 25 years ago. I 
have sat on ACCA’s Market Oversight Committee, 
Governance Committee and Remuneration 
Committee. I have been chief  executive 
of  regional health services in the 
UK and Australia. I now work as a 
management consultant in the 
UK health sector and am FD of  a 
private health company in the UK.

I look forward to meeting as 
many members as possible 
during the coming year and am 
proud to have the opportunity 
to serve as your president. ■

Martin Turner FCCA is a 
management consultant 
in the UK health sector
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The professional services 
market in Australia is 
undergoing significant 
change. The global 
financial crisis may not 
have initially impacted 
Australia as much as 
other countries, although 
we’re now seeing knock-on 
effects in some parts of  
the economy. 

From the profession’s 
perspective, the largest companies 
have been understandably looking at 
their overheads and cost profile, and 
while audit fees represent a sizeable 
proportion of  revenue, there are 
increasingly wins to be had on added-
value services. 

Today, many of  the Big Four firms 
are seeking to reclaim some of  those 
large client accounts while smaller 
firms continue to undercut, resulting in 
second-tier firms being squeezed from 
either side. 

That makes it increasingly 
important for firms in that space to be 
more proactive in terms of  inhabiting 
their clients’ world, anticipating their 
needs and playing a leadership role 
in coming up with solutions that help 
their clients stay ahead of  the game or 
regain their competitive edge.

China represents an opportunity, 
not a threat. There are huge positives 
to draw from the increasingly close 
business and economic ties between 
Australia and China. We’ve been 
developing and formalising links with 
a leading Chinese independent firm, a 
relationship that effectively allies us to 
more than 80 overseas branches and 
has created many opportunities for 
collaborating on joint projects. 

We’ve introduced a secondment 
programme that involves staff  
exchanges, which has been received 

‘ THERE ARE HUGE POSITIVES TO DRAW FROM 
CLOSER BUSINESS AND ECONOMIC TIES’ 
GRAHAM WEBB FCCA, PARTNER, HALL 
CHADWICK, SYDNEY, AUSTRALIA

well – there has been no 
shortage of  volunteers. 
People recognise the value 
of  gaining exposure to 
international challenges 
on top of  mainstream 
accounting work closer  
to home.

Competition for talent is 
fierce – good people will 
always be scooped up. 

To a certain extent, people can still 
cherrypick the best positions, although 
firms are being more proactive with 
regard to talent retention. Most 
forward-thinking firms want to provide 
incentives to stay, with initiatives 
such as greater emphasis on career 
progression. 

It’s still very much the case that 
people who qualify will be tempted by 
moves into industry. It’s up to firms to 
identify those who show partnership 
potential and help them to map out a 
challenging but attainable career path 
to get them there.

It’s important to make yourself aware 
of all your career options before 
leaving the profession. It’s easy to 
think that the grass is always greener 
on the other side, but today the 
profession offers many more diverse 
career paths. 

Yes, the packages on offer in 
industry – the pay, the company car, 
the fringe benefits – can be tempting. 
But in the last two or three years I’ve 
noticed more people coming back. They 
haven’t necessarily made the wrong 
choice, as the experience and insight 
they’ve gained can be tremendously 
useful in client-facing roles. It’s more 
that they’ve found the challenge isn’t 
as varied. When you have a portfolio of  
clients, the challenges are many and 
wide-ranging. ■

SNAPSHOT:
CORPORATE 
FINANCE
Accountants in the corporate 
finance field have clients 
of all sizes that need an 
adviser who can make deals – 
whatever they are – work.

Randstad’s Sinisa Perkovic, 
says: ‘Corporate finance in 
Hong Kong has seen some 
activity across the board, yet it 
is mainly focused on increased 
M&A activity in China.’

She adds that accountants 
aiming for such roles often 
come from a reputable 
investment bank or related 
legal/advisory environment. 
‘Applicants should have 
strong skills in research, 
financial analysis, modelling 
and evaluation relating to 
completion and execution 
of  corporate finance 
transactions, with MBA/CFA/
CPA strongly preferred.’

Meanwhile, in Singapore, 
Randstad’s Chai Leng Lim, 
senior consultant for banking 
and financial services, says: 
‘The corporate finance sector 
usually hires fresh accounting 
graduates from local 
universities or MBAs from top 
tier universities.’

US$72.9bn
M&A in Asia Pacific dropped 
to US$72.9bn in Q1 2013, 
a decline of  26.1% by value 
from Q1 2012, according 
to the latest report from 
Mergermarket, Mainland China 
& Hong Kong M&A Round-up.

The view from
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A win-win endeavour
Art sponsorship is beginning to take off among Singapore’s big accountancy firms, 
offering benefits not just for creative talent but for corporates and community, too

towards helping them enrich the 
lives of  the underprivileged whom 
they serve. As a business benefit, EY 
is provided with a platform for its 
clients and employees, as well as the 
public, to network over a meaningful 
endeavour and appreciate the vibrant 
art scene in South-East Asia.

 
Taking the stage
For the first time Deloitte is also 
getting involved in the Singapore 
art scene. Deloitte Singapore will be 
the official corporate partner for the 
Shakespeare’s Globe production of  
The Taming of the Shrew, staged in 
Singapore this month. 

‘Shakespeare’s Globe has been 
actively involved in providing special 
needs students with education and life 
skills for the workplace, and this is very 
much aligned to Deloitte’s corporate 
responsibility to support youth and 
education causes,’ says Philip Yuen, 
CEO at Deloitte Singapore.

Another first for Deloitte Singapore 
is a photography fundraising exhibition, 
which will take place in November. This 
will feature photos taken by its staff  
which will then be auctioned.

The sponsorship of  these two 

art events comes under Deloitte 
Singapore’s Corporate Responsibility 
(CR) programme. ‘Every year, we 
make an effort to carefully select a 
few meaningful CR projects that will 
not only make a positive impact in our 
local communities but also enable our 
people to develop their non-professional 
skills and talents while benefiting 
underserved youths,’ adds Yuen.

However, sponsorship of  the arts 
competes with many other causes that 
may rank higher in terms of  social 
needs. And for corporate sponsorship, 

While art sponsorship is a well-
established practice in Western 
markets, it is relatively new in 
Asia. Now, however, accountancy 
firms are beginning to incorporate 
the sponsorship of art-based 
projects into their corporate social 
responsibility (CSR) programmes. 

EY is a big supporter of  the arts in 
Singapore and has been running the 
EY Young Asean Outreach programme 
since 2007. Using its office space 
as an art gallery, the firm provides 
a platform for young and talented 
South-East Asian artists to display 
and sell their works. Exhibitions are 
held every four months and have 
featured artists from Singapore, 
Malaysia, the Philippines, Myanmar, 
Indonesia and Vietnam. 

‘In South-East Asia, where there 
is ethnic and people diversity, there 
are many undiscovered art talents 
but a general lack of  opportunities 
to showcase their works beyond their 
home countries. We saw an opportunity 
to help address this need by aligning it 
with our corporate social responsibility, 
and thus launched the EY Asean Art 
Outreach programme,’ says Max 
Loh, managing partner, Asean and 
Singapore at EY.

A total of  20% of  the sale proceeds 
from artists’ works are donated to three 
local charities – the Lions Befrienders 
Service Association (Singapore), the 
National Cancer Centre Research Fund 
and Club Rainbow (Singapore). To 
date, EY has organised 14 exhibitions 
including its current one, which features 
Singaporean artist Ron Wong. 

Art sponsorship would appear to 
be a win-win for accountancy firms. 
‘Through our established position 
in the business community and our 
efforts in this outreach programme, we 
hope to bring art closer to our people, 
clients, friends and the public. Featured 
artists benefit from the exposure to 
Singapore and its art collectors, as well 
as the valued opportunity to exhibit 
overseas for some,’ adds Loh.

For the charities, donations go 

sport is still the most popular choice.
‘Advocates for the arts do not 

seem to have penetrated CR circles 
in the way that other sectors such 
as sports have. However, we believe 
that a thriving arts and culture sector 
benefits economies and societies, and 
we hope to design a more sustainable 
programme to continue our efforts in 
supporting the arts,’ says Yuen.

The benefit for Deloitte is that it can 
use its brand name and expansive 
network to drive philanthropy and 
community initiatives in the art space. 
It is able to help beneficiaries reach out 
to a local audience and promote their 
works, as well as fostering a greater 
appreciation of  the arts by linking 
education and regional programmes. 

At the business level Deloitte, which 
wants to encourage photography 
enthusiasts in the company to develop 
their talents, is using sponsorship 
events to further deepen relationships 
with clients. 

‘Besides being an internal 
engagement platform, we are also 
able to host clients at the fundraising 
exhibition and give back to society, 
as there will be a charity element 
attached,’ adds Yuen.

Meanwhile, KPMG has been a 
sponsor of  the da:ns festival at the 
city’s Esplanade theatre since its 
inauguration in 2006 as its way of  
contributing to the development of  the 
arts in Singapore. The 10-day festival, 
which takes place this month, is a 
celebration of  dance.

KPMG says the sponsorship gives it 
the opportunity to actively understand, 
engage and support its beneficiaries in 
a long-term relationship. 

‘We believe in encouraging 
our people to be active in all the 

▌▌▌’THROUGH OUR ESTABLISHED POSITION, 
WE HOPE TO BRING ART CLOSER TO OUR 
PEOPLE, CLIENTS, FRIENDS AND THE PUBLIC’
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▲ A WINDOW ON SOCIETY 
‘Theatre no. 2’ by Ron Wong is currently 
being exhibited as part of the EY Young 
Asean Outreach programme 

THE ARTS VERSUS SPORT:  
Audiences and sponsorships are well documented in sports, but little has 
been researched about the effectiveness of art sponsorship. Corporate 
sponsorship of fine and performing arts is fighting head to head with sport 
sponsorship, which has always been the more popular route.

A US-based research house, which analyses corporate sponsorship for 
sports and other events, carried out an insightful study. It found that more 
than half  (56%) of  those with an interest in the arts said that they would 
‘almost always’ or ‘frequently’ buy a product from a company that sponsors 
such events over one that does not. By contrast, only about a third (36%) of  
football fans chose products based on company sponsorships. The highest 
loyalty levels have traditionally been seen in motorsports, where 72% claim to 
preferentially select sponsors’ products.

More interestingly for corporate sponsors, almost half  (48%) of  
Americans with an interest in the arts indicated that they hold a higher 
trust in companies that sponsor such events compared with those who do 
not. Meanwhile, for Olympic Games enthusiasts, only 16% claim a higher 
trust in their sponsors. This would suggest that, while sports sponsorship is 
more popular, arts sponsorship may be more effective. 

communities that we are involved with. 
Our corporate social responsibility 
programmes are a means to drive 
inclusion and offer opportunities 
for our people to make a difference 
in the communities they are 
passionate about,’ says Lee Sze Yeng, 
corporate citizenship partner at KPMG 
in Singapore.

Like Deloitte, KPMG also actively 
promotes interest in the arts among 
its staff. In 2011, the firm set up an 
‘ARTitude’ committee to promote 
arts appreciation internally. ‘ARTitude 
reaches out to those with a flair in the 
arts, and has organised photo and art 
exhibitions to showcase staff  talent,’ 
adds Yeng.

To complete the big four, PwC is 
actively engaged in promoting the 
arts in Singapore in conjunction with 
the National Arts Council. As part of  
the arts@work programme, the firm 
has supported the revival of  several 
traditional art forms such as Chinese 
opera and jianzhi – the Chinese art of  
paper cutting. 

Many of  PwC’s arts initiatives go 
further. The CSR element is driven 

by the firm’s strong belief  in giving 
back to the community, with the firm 
providing financial and human resource 
support to revive the traditional 
Chinese art for local residents.

‘It was such an experience, to see 
Chinese opera as it was performed 
during the 1950s and 1960s. It was 
doubly rewarding to see the elderly 
residents of  Banda Street immensely 
enjoying themselves,’ says Deborah 

FOR MORE INFORMATION:

EY: http://tinyurl.com/art-outreach

Ong, partner, PwC Singapore. ‘Not 
only did we learn more about how to 
appreciate this ancient Chinese art 
form, we also brought smiles to the 
faces of  the residents.’ ■

Justin Harper, journalist
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My main role is to 
act as the group CFO 
of a company we 
are supporting in its 
preparations for an 
initial public offering 
(IPO). I’ve been looking 
at reporting structures, 
financial performance, 
cashflow, liquidity and cost 
structures to help drive 
profitability, capitalise 
reserves and reduce gearing. I’ve 
also been supporting the board in 
appointing new directors, increasing 
management capability, and ensuring 
compliance with local accounting 
standards and International Financial 
Reporting Standards (IFRS).

I relocated here from Malaysia, where 
I gained my ACCA Qualification and 
was working as the FD of a hotel and 
property management company. Seven 
years ago I set up a firm here with an 
Australian business partner, delivering 
accounting, audit and tax services, 
before moving to my current role. 

Cambodia has no restrictions on 
capital repatriation. It’s an emerging 
market with great investment and 
growth opportunities compared to 
countries such as Vietnam. Labour 
costs are also lower; floods in Thailand 
and the Japanese earthquake and 
tsunami prompted a number of  
Japanese manufacturers to relocate 
engine, car component, clothing and 
shoe plants here. However, there are 
still challenges with regard to access to 
finance and the cost of  finance. 

The Cambodian government wants 
to encourage more private sector 
companies to participate in IPO 
exercises, to stimulate capital 
markets and attract more investment 

‘ CAMBODIA IS AN EMERGING MARKET WITH 
GREAT INVESTMENT OPPORTUNITIES’ 
FONG NEE WAI FCCA, CHIEF FINANCIAL OFFICER, 
LCH INVESTMENT, PHNOM PENH, CAMBODIA

companies and fund 
managers. So it’s relatively 
less stringent to list 
here than neighbouring 
countries. However, most 
local companies are not 
yet ready, and might take 
up to three years to resolve 
issues around audit, 
financial reporting and 
regulatory compliance. 
The government sought 

advice and support from Singapore, 
Hong Kong, Malaysia and South Korea 
when setting up the Cambodian Stock 
Exchange (CSX).

The standard of technical accounting 
skill in Cambodia may be high but 
numbers are limited, and not keeping 
pace with growth in capital markets. 
Many of  the smartest local finance 
professionals have already progressed 
to CFO or even CEO level. There are 
far more qualified ACCAs and CATs in 
Vietnam, although in Cambodia we 
are growing in numbers. Recent laws 
mean only people with Cambodia’s 
national accounting qualification can 
sign off  financial reports, although the 
government is considering postponing 
this requirement for three years to 
allow more qualified accountants to 
come through. 

I’m striving for a better work-life 
balance. Because I’m currently 
finalising the due diligence review 
while at the same time nearing the 
completion of  an organisational 
restructuring exercise that has taken 
much of  the last 18 months I’ve only 
recently been able to achieve that 
balance. At weekends, I enjoy driving 
out of  the city into the countryside – 
there’s something about being among 
greenery and rivers that’s really 
relaxing and helps me to unwind. ■

SNAPSHOT:
OIL AND GAS
The global oil and gas 
industry is a challenging 
environment but one with 
fantastic opportunities, 
wherever you are based.

In Singapore, the general 
overview of  the sector is 
very positive. Randstad’s 
Cathy Chan, team leader 
for accounting, says: ‘We 
are seeing an upward trend 
of  candidates opting for a 
career in the industry rather 
than the conventionally more 
popular choices like banking 
and financial services. This is 
largely due to the longer-term 
stability and bigger paymaster 
perception of  the industry.’ 
The key players in the region 
are BP, Shell and ExxonMobil.

Meanwhile, after five 
decades of  development, 
China’s oil industry now plays 
an important role in the 
country’s development. Chan’s 
counterpart in China, Haining 
Sun, says: ‘Over the last 
12 months, the oil and gas 
sector has strengthened in 
line with continually improving 
business conditions in China. 
This is fuelling jobs growth for 
skilled professionals across 
the sector.’

75%
Chinese companies accounted 
for almost US$40bn 
in reported oil and gas 
transaction value in 2012, up 
75% from 2011, according to 
an EY report on Asia-Pacific 
oil and gas transactions.

The view from
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Breathe air into your business
Research from PwC shows that, when leadership teams work in collaboration with  
IT, company performance can excel. But not everyone has got the message 

service technologies to improve 
productivity, efficiency and fuel savings. 

The move follows the opening of  
a large global software centre in San 
Ramon, California, in November 2011. 
There, some 400 experts analyse 
enormous amounts of  data generated 
across the global conglomerate. 

Surprisingly, companies like GE 
that are willing to consider and adopt 
new technologies are not necessarily in 

the majority. Many businesses are still 
failing to incorporate technology into 
their operations effectively.

Failure to invest
Take social media. Even though there 
are incredibly deep and powerful tools 
that can facilitate communication, 
strategy and growth, many businesses 
have yet to invest in them, says Taura 
Edgar, a Hong Kong-based consultant 
who works with major brands to 
develop digital marketing strategies. 
Edgar has noticed a tendency in Asia 
to think of  social media as a means to 
a single end – to plan and develop a 
campaign for a product, for example, 
or to put out a website to communicate 
with customers.

‘Companies should think of  social 
media as a telephone; it is what you 
do there that matters, not simply 
the technology itself. People are not 
thinking long term enough,’ says Edgar. 
‘There is willingness, but often the lack 
of  deep understanding, exacerbated by 
poor interdepartmental communication 
and responsibility, prevents long-term 
customer retention and therefore 
business goals aren’t being met.’

Looking at the findings of  PwC’s 
survey, a key factor in organisations 
with strong collaborative teams is an 
ability to ‘intertwine business strategy 

Information technology is as integral 
to large businesses as oxygen is to 
people. There is no longer a question 
of whether to use technology. How to 
use it effectively, on the other hand, 
remains a subject of constant debate. 

A new global survey suggests that 
leadership and communication are 
key to leveraging technology into 
performance. Companies that are 
unwilling to communicate openly or 
push for faster and wider adoption of  
technology do so at their peril, says 
PwC in its 5th Annual Digital IQ Survey. 

The survey of  1,100 senior 
executives in the Americas, Europe 
and Asia Pacific found that companies 
with strong relationships between the 
various c-suite executives, including 
the chief  information officer (CIO), and 
other c-suite members are four times 
as likely as those with less collaborative 
teams to be top performers (those with 
revenue growth of  more than 5%). 

‘To me, it is almost obvious that 
more communication among executives 
and among everybody is a factor of  
success,’ says Roberto Mello, CFO at 
GE Healthcare China. ‘In a company 
where there is less transparency and 
less candour, where the information 
does not [move], it is more difficult to 
achieve goals.’

GE is a good example of  how 
technology and communication can 
interact and generate results. One of  
the largest companies in the world, GE 
has adopted a variety of  technologies 
to facilitate both internal and external 
communications. In the first quarter of  
2013, GE’s earnings rose 14% over the 
same quarter a year earlier. 

In June, GE unveiled its industrial 
internet strategy – an open global 
network that fuses advanced machines 
with key software and analytical 
technologies – in China. According to 
the company, this could add about 
US$3 trillion accumulated gross 
domestic product growth opportunities 
by 2030. The strategy will include a new 
software centre to work with Chinese 
companies in developing industrial 

and information technology’ which 
often leads to ‘stronger performance’, 
says Chris Curran, a principal at PwC 
and a lead author of  the survey report. 
Teams that stay on top of  technological 
developments and business integration 
can develop better strategies and 
achieve better performance. And strong 
collaboration with the CIO and across 
the c-suite can lead to information 
economies of  scale. 

By knowing and effectively 
communicating and discussing 
the strengths and weaknesses of  a 
particular system, business leaders 
can develop a better strategy. The 
trick is to think in a way that aligns the 
strengths of  both the business and its 
IT. There is more to this than building 
consensus, though; rather, it is about 
reaching the right consensus. 

PwC’s survey suggests that this 
may be key to leveraging IT into high 
performance. Companies in which 
conversations through and about 
technology are frequent are much more 
likely to produce better results. ‘They 
ensure that digital conversations are 
occurring across the business, and 
they consider all the ways that IT can 
drive value,’ says Tom DeGarmo, PwC’s 
technology consulting leader. 

There are several areas in which 
businesses can benefit from strong 
collaboration. One is a more effective 
alignment of  IT investments and 
business goals. This has two positive 
side effects. The first is more effective 
and longer range planning, which leads 
to more effective investment in IT. The 
second is a greater ability to balance 
the potential of  technology against 
costs and risks. As many as 75% of  
strong collaborators said that their 
businesses have one cohesive multi-

▌▌▌EFFECTIVE AND CONSTANT 
COMMUNICATION AMONG LEADERS MAY BE KEY 
TO LEVERAGING IT INTO HIGH PERFORMANCE
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year business strategy, compared with 
59% of  other respondents. 

Secondly, strong collaborators are 
more likely to interact with customers, 
particularly on mobile devices. Some 
73% of  strong collaborators get 
feedback in this way compared with 
47% of  other respondents. Strong 
collaborators are more likely to use 
Facebook for internal communications: 

some 47% compared with 22% among 
others. In general, strong collaborators 
are much more likely to use social 
media such as Facebook, LinkedIn, 
Twitter, blogs or other specific online 
communities. In this area, the most 
visible benefit may be in the use of  
analytics data. 

A third area is innovation. Strong 
collaborators are more likely to foster it 

than others through dedicated groups 
or just-in-time teams, notes PwC. 
Frequently, the collaboration is driven 
by strong IT performance. 

Fourthly, strong collaborators, thanks 
to the ongoing conversations among 
c-suite executives, are more likely to 
deliver initiatives on time, budget and 
scope. Only 27% of  other firms say 
that IT initiatives are frequently on » 
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FOR MORE INFORMATION:

Download PwC’s 5th Annual  
2013 Global Digital IQ Survey at 
http://tinyurl.com/pwc-digital

IT: INTEGRAL, NOT ADDITIONAL
In order to generate economic returns, technology has to be an integral part 
of a company’s strategy rather than an addition to it. Executives who work 
and act together are more likely to achieve better results, says PwC in its 
5th Annual Digital IQ Survey. Companies that master the ability to integrate 
technology and business are likely to perform better; the result can be 
faster growth and innovation.

The survey found that 39% of  companies with executives identified as 
‘strong collaborators’ were more likely to use new products or services for 
growth, while 31% would likely focus on organic growth. ‘Because they 
align their strategies, collaborative c-suite companies can move quickly and 
aggressively into the market and be far more responsive to their customers,’ 
says Chris Curran, a principal at PwC and a lead author of  the report. 

Over the next year, strong collaborators are most likely to invest in 
mobile technologies for customers (67%), followed by private cloud 
(58%), data mining and analysis (53%), and social media for external 
communication (52%).

Almost three years ago, the 
company set up a centralised data 
and reporting operation in Bangalore, 
India. This can be accessed through a 
company-wide network and is evolving 
into a large analytics tool.  

A second initiative is open to 
higher-level executives who rely 
increasingly on their tablets. Known as 
One View, the service allows executives 
to access reports tailor-made for 
their specific needs and formatted 
specifically for their iPads. 

‘The beauty of  all this is that the 
source of  all the data is similar, so it 
has eliminated a lot of  inconsistencies,’ 
says Latham. The push to better 
manage the mounds of  information that 
the company generates came from the 
highest level of  management. 

The benefits are myriad. For one 
thing, a lot of  time is saved in trying 
to figure out if  the data is accurate 
or, in the case of  conflicts, whose 
data is accurate. This, in turn, helps 
speed up decision making. At the 
same time, the ability to customise 
data to individual needs allows 
executives to access the right data 
more often and bypass large flows of  
irrelevant information. 

The investment involved in 
developing such an operation can be 
significant but, as PwC found out in its 
survey, companies with high digital IQ 
are more likely to invest in technology 
for mobility, cloud computing, business 
analytics and social media while 
tailoring their IT strategy to different 
age groups. A standout in this area is 
mobile technology – an area of  focus for 
businesses in Asia Pacific. Some 61% 
of  strong collaborators are likely to 
invest in mobile technology compared 
with 51% of  other businesses. 

The recommendation, says PwC, 
is for companies to encourage digital 
conversations and for the CEO to be 
actively involved in IT development. 
An effective roadmap can help and 
investments should be made with 
one eye clearly on the overarching 
business goals. ■

Alfred Romann, journalist

has long been in the Fortune 500 
and reported a 7% rise in full-year 
profits throughout 2012 – underline 
how companies can use technology 
to improve management, internal 
communication and efficiency.

‘Unilever has recognised the 
importance of  technology as an 
enabler of  business,’ says Tony 
Latham, Unilever’s vice president of  
finance for North Asia. ‘We are in an 
information management journey.’

time and budget compared with 59% of  
strong collaborators. 

A key player is, says PwC, the CEO; 
82% of  strong collaborators said that 
their CEO champions IT and is involved 
in discussion of  how best to use it. 
Among other respondents, only 54% 
said the same thing of  their CEO. 

Unilever’s IT journey
A couple of  initiatives at Unilever – 
another global conglomerate that 
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MINERAL MESSAGE
The recent requirement that US SEC issuers and their suppliers provide disclosures 
on conflict minerals could affect thousands of companies and suppliers in Asia

things,’ he says. ‘One, they have to self-assess. Another 
important thing is to set up a risk committee and very 
quickly take the message to their vendors. A company is 
only as good as its weakest link in the vendor chain, so 
educating vendors is an immediate step that they need to 
take because it’s going to take some time for them to gear 
up to the whole process,’ Sadashiv says.   

In Asia, thousands of  companies could be affected 
by the act. While it is still unclear what the impact will 
be, one group that will fall squarely under the act, and is 
therefore obligated to file a report, are Asian companies 
that are SEC issuers. 

Another group comprises those who, while not SEC 
issuers themselves, subcontract to issuers. ‘There 
is a huge population of  Asian companies who are 
contract manufacturers and suppliers, and all of  them 
come under the ambit,’ says Sadashiv. ‘Even though 
they may not have to report to the SEC, they have to 
necessarily satisfy its principle.’ 

Based on EY’s research, Sadashiv reckons that 
the sectors affected include electronic components 
and semiconductor devices in Singapore; digital 
and electronic components and metalworking in 
Malaysia; smelters and semiconductor devices in 
the Philippines; automotive and communication 
device manufacturers in Indonesia; and metalworking, 
automotive, smelters and electronic component 
manufacturing in Thailand.   

As advisers, EY is targeting SEC issuers that in turn 
would need to check with their vendors, and has begun 
providing advisory services to companies in the US, Japan, 
the Middle East, Australia and Europe. 

Undertaking compliance
A company needs to undertake three steps to comply with 
the law. The first is to assess whether its manufactured 
products contain conflict minerals. If  it is not using any, 
then no investigation is required. 

Even if  a company has, as Sadashiv puts it, ‘the 
slightest shadow of  doubt’ over whether it or the 
supply chain is using any of  the minerals, then it must 
undertake a ‘Reasonable Country of  Origin Inquiry’. 
Companies then have a window to investigate origins, 
amounting to two years for a large business and four 
years for a smaller one. 

A
s many as several thousand companies around 
the world will need to take action to comply with 
a section under the US Dodd-Frank Wall Street 
Reform and Consumer Protection Act, which seeks 

to address human rights issues in parts of Africa. The level 
of awareness of the reporting process is, however, ‘quite 
low’, according to K Sadashiv, partner, climate change and 
sustainability services, EY in Singapore.

Section 1502 of  the act requires that certain public 
companies provide disclosures about the use of  specified 
minerals from the Democratic Republic of  Congo (DRC) 
and nine adjoining countries (see box overleaf). The section 
is applicable to all US Securities Exchange Commission 
(SEC) issuers and their suppliers, including foreign 
companies, that manufacture or contract to manufacture 
products where ‘conflict minerals are necessary to the 
functionality or production’ of  the product.SEC issuers 
refer to companies listed in the US or those that have 
raised significant funds there. 

The minerals comprise cassiterite, columbite-tantalite 
and wolframite – the ores from which tin, tantalum and 
tungsten respectively are extracted – as well as gold. 

‘The US does not want to be party to companies which 
may be indirectly through their economic activities funding 
warlords or creators of  conflict, especially those who are 
using minerals being mined in these countries where it has 
now been proven that human rights abuses are of  a serious 
nature,’ explains Sadashiv.

Based on SEC estimates, about 6,000 issuers will be 
affected directly by the rule, with many private companies 
supplying issuers affected indirectly. The SEC has estimated 
the initial cost of  compliance to be between US$3bn and 
US$4bn, with annual costs thereafter of  between US$207m 
and US$609m, while countries covered account for 15% 
to 20% of  the world’s supply of  tantalum and smaller 
percentages of  the other three minerals. 

In the discussion that led to the final rules for the Act, 
it was decided that mines would not be covered, while 
anything that was in the supply chain prior to 31 January 
2013 would not be investigated. The first report is due in 
May next year and will cover the 2013 calendar year. 

Time to act
According to Sadashiv, proactivity is vital. ‘We are telling 
companies to get going immediately in doing a couple of  
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This does not, however, mean that companies can sit 
back. ‘You can’t go to sleep,’ Sadashiv warns. ‘You still have 
to start carrying out due diligence.’ 

At the second stage, companies that are fairly certain 
that their products contain conflict minerals will need to 
determine who their sources are. 

The third stage involves putting together a specialised 
disclosure form (‘Form SD’) and submitting a conflict 
minerals report. This can conclude that the sources are not 

from the countries covered by the act 
and, being ‘conflict-free’, there is no 
need to file again. 

‘During the first step, companies 
need to carry out a vendor survey and 
then determine which suppliers are 
using minerals that are conflict-free 

and which are not,’ says Sadashiv. ‘Those two are actually 
good situations because you know which ones you need to 
do a conflict minerals report on and which ones you don’t 
need to bother with. The third situation, where they say it is 
indeterminate, is the tricky one.’

While Form SD is fairly simple, the declarations and 
evidence of  due diligence also required can make things 
complicated. No format exists for the overall document, but 
in the area of  due diligence, a framework adopted by the » 

▲ DIGGING DEEP
A miner at work in the 
Democratic Republic of Congo. 
SEC issuers and suppliers must 
disclose the use of four minerals 
originating from the country and 
nine of its neighbours 

▌▌▌’COMPANIES NEED TO CARRY OUT A 
VENDOR SURVEY AND THEN DETERMINE WHICH 
SUPPLIERS ARE USING CONFLICT-FREE MINERALS’
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Companies that reach the second 
and third steps are required to get 
the due diligence process assured 
and then audited. While the act 
does not specifically mention 
the penalties for non-compliance 
under Section 1502, nevertheless, 

companies that fail to comply are potentially subject to 
certain liabilities. Under SEC rules, should someone make 
a share purchase or sale on the strength of  a specialised 
disclosure which turns out to be untrue, the individual can 
sue the party responsible for damages. 

‘That is very broad ranging and quite a scary 
situation because it could be unspecified damages,’ 
says Sadashiv. ‘One must consider the value of  
developing and maintaining reviewable business records 
supporting the Reasonable Country of  Origin Inquiry 
and due diligence efforts,’ he advises. ‘It is essential 
that companies carry out sufficient due diligence and 
keep sufficient evidence.’ ■

Suki Lor, journalist

Organisation for Economic Co-operation and  
Development has been suggested. Sadashiv foresees 
that over the next few years, a relevant and robust 
standard reporting framework could evolve for  
the whole process. 

Status protection
The benefits of  a positive report are clear. Companies 
that are able to report that the minerals used in their 
products are conflict-free will be more attractive to 
investors, while vendors that continue to turn in ‘DRC 
conflict undeterminable’ reports could risk losing business, 
Sadashiv assesses. ‘The loss of  status as a vendor is a true 
danger that Asian companies have to guard themselves 
against,’ he cautions. 

The US Congress enacted the Dodd-
Frank Act in July 2010, requiring 
that certain public companies 
provide disclosures on the use of 
specified conflict minerals from the 
Democratic Republic of Congo and 
nine adjoining countries: Central 
African Republic, South Sudan. 
Zambia, Angola, Republic of Congo, 
Tanzania, Burundi, Rwanda and 
Uganda. Section 1502 of  the act, 
issued in 2012, is applicable to 

all SEC issuers, including foreign 
companies, that manufacture or 
contract to manufacture products 
where ‘conflict minerals are 
necessary to the functionality or 
production’ of  the product. 

The act came in response 
to rising concerns that armed 
groups engaging in mining 
operations in the region may be 
subjecting workers and indigenous 
people to serious human rights 

abuses, as well as using proceeds 
from the sale of  the minerals to 
finance regional conflicts. 

The SEC estimates that 75% 
of  registrants subject to section 
1502 will need to develop an 
independently audited report. 

DODD-FRANK ACT: SECTION 1502

▌▌▌’IT IS ESSENTIAL THAT COMPANIES 
CARRY OUT SUFFICIENT DUE DILIGENCE 
AND KEEP SUFFICIENT EVIDENCE’

▲ CONFLICT OF INTEREST
A Congolese miner bags raw chunks of 
cassiterite, the base element of tin, one 
of four conflict minerals. 
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CALL TO COLLABORATE
With many countries continuing to 
face high levels of unemployment and 
challenges in economic growth, EY’s 
G20 Entrepreneurship Barometer 2013 
calls on governments to collaborate with 
entrepreneurs to kick-start their economies 
and create jobs. The barometer follows the 
EY report Avoiding a lost generation, which 
was launched at the Young Entrepreneurs 
Alliance Summit in Moscow in June.

Mature countries scored highest overall 
on the barometer for providing the best 
ecosystems for entrepreneurship.

THE SURVEY
The barometer is based on a survey of over 1,500 leading entrepreneurs and qualitative data on 
entrepreneurial conditions across the G20. It also draws extensively on EY’s own research of more than 
200 government leading practices. Access the barometer at http://tinyurl.com/qznshqu

FIVE PILLARS
The barometer ranks countries for providing the best ecosystems for entrepreneurship across five pillars. 
In the graphic below we show the top six countries ranked under each category.
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China
Canada
Australia
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Entrepreneurship 
culture

US
South Korea

Canada
Japan

Australia
UK
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Japan

Education  
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France
Australia
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Russia
Mexico
Brazil

Indonesia
India
China

ENTREPRENEURIAL HOTSPOTS

WHAT DO ENTREPRENEURS NEED?

Access to funding
70% struggle to access funding in their country

Entrepreneurship culture
15% believe their country’s culture supports entrepreneurship

Tax and regulation
83% want tax incentives focused on innovation

Education and training
84% say specific entrepreneurship training is required for success

Coordinated support
33% see business incubators as a top entrepreneurship accelerator

Attributed their company’s 
innovations to job creation

See opportunities where 
others see risk

74%

US

UK

SOUTH KOREA

AUSTRALIA

CANADA

84%
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WHAT THE WORLD           THINKS
The responses to the draft international integrated reporting framework consultation  
are in. Ramona Dzinkowski analyses what interested stakeholders had to say

Once again, the public was asked to comment 
on the integrated reporting framework; not 
unexpectedly, the 359 responses provided mixed 
reviews. On the one hand, the IIRC was lauded 
for its efforts to give stakeholders a fuller 
understanding of  how companies produce 
value; on the other, achieving consensus on a 
final version of  integrated reporting is clearly 
a work in progress. 

Widely valued
The work of  the IIRC is widely valued 
by the broader accounting community. 
The Federation of  European Accountants 
‘commends the IIRC for the significant 
achievement of  issuing the draft framework… 
and supports the IIRC’s objective of  gaining 
as much practical experience with the draft 
framework as possible.’ 

Similarly, international companies such as 
Microsoft welcome a fresh look at corporate reporting 
that gives greater transparency and communication 
with shareholders. As Microsoft’s treasury controller 
Bob Laux explains: ‘Many of  us involved in financial 
reporting have lamented, admittedly in very 
generalised terms, that financial reporting seems 
to be moving more towards a compliance exercise 
rather than a communication exercise. Microsoft 
believes that integrated reporting provides the 
mechanism to improve financial reporting by 
providing information in a concise manner on how 
a company creates and sustains value.’ 

ACCA also believes the IIRC is on the right lines 
with its framework and the way ahead is to flesh out 
the gaps. Richard Martin, ACCA’s head of  corporate 
reporting, says: ‘The plans for integrated reporting 
are right in principle and there is a significant 
opportunity for the quality of  corporate reporting 
to be improved by giving to investors and others a 
more complete view of  the entity and its prospects 
over a longer time frame than is usually covered 
in traditional corporate reporting. However, the 
framework still needs to be fully field-tested, and 
it would help prospective preparers greatly if  the 
IIRC were able to provide case studies of  best 

T
he shortcomings of traditional corporate reporting 
have long been of concern to users of financial 
statements and other stakeholders. The gist 
of the issue is that corporate reporting has a 

considerable way to go to explain the value creation 
capabilities of the company. 

Steven Wallman, an expert on intangible valuation and 
former commissioner of  the US Securities and Exchange 
Commission (SEC), says: ‘The inability to recognise as 
assets on the balance sheet some of  the new and most 
significant building blocks of  business has resulted in 
balance sheets that bear little resemblance to the true 
financial position of  firms they are supposed to describe. 
We are assigning the balance sheet to the status of  an 
antique and ignoring the needs of  a broad array of  financial 
statement users, including users such as creditors who are 
increasingly lending on soft assets.’ 

In April, the International Integrated Reporting Council 
(IIRC), a coalition of  regulators, investors, companies and 
standard-setters, released for comment its latest draft of  
the integrated reporting framework. By most accounts, 
the framework is an ambitious and holistic approach 
to capturing and reporting the activities of  companies. 
Integrated reporting, according to the IIRC, attempts to:

* catalyse a more cohesive and efficient approach to 
corporate reporting that communicates the full range of  
factors that materially affect the ability of  an organisation 
to create value over time; 

* inform the allocation of  financial capital that supports 
value creation over the short, medium and long term; 

* enhance accountability and stewardship for the broad 
base of  capitals (financial, manufactured, intellectual, 
human, social and relationship, and natural) and promote 
understanding of  their interdependencies;

* support integrated thinking, decision-making and actions 
that focus on the creation of  value.

The April framework was the culmination of  a multi-
phased public consultation process beginning with the 
2011 discussion paper Towards integrated reporting – 
communicating value in the 21st century, and followed by a 
prototype framework in November 2012, successive drafts, 
and a final review and endorsement by the IIRC’s working 
group and council. Meanwhile, over 100 companies around 
the world are currently testing the principles of  integrated 
reporting in their corporate reporting cycles. 
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WHAT THE WORLD           THINKS
practice across a range of  different organisations. 
These would also help promote adoption and 
aid compliance in an area where there is much 
enthusiasm but little awareness.’ 

The challenges
However, challenges remain. One major 
question is whether an integrated report is 
to be the overarching reporting framework 
with links to sub-reports that are traditionally 
required, or whether elements of  integrated 
reporting should be incorporated into other 
established reports. The American Institute 
of  CPAs (AICPA) suggests the filer should 
decide, and that US companies may prefer to 
incorporate the content elements of  integrated 
reporting into their existing voluntary reporting 

structures, as opposed to developing a separate 
standalone report. 

Observers have also commented that the 
current framework is too conceptual and that 
integrated reporting will be neither comprehensive 
nor comparable between companies unless there 
is authoritative guidance. CGA Canada says that 
without specific guidance or standards the model 
loses its appeal, and has called on the IIRC to adopt 
a more proactive approach and develop authoritative 
and principles-based comprehensive standards, 
including specific indicators and measurement 
methods. ‘In the absence of  such authoritative 
and principles-based comprehensive standards,’ 
it warns, ‘diversity in practice will emerge and the 
comparability of  integrated reporting will diminish.’ 

Others question the wisdom of  adding yet more 
disclosure and reporting to the plate of  the CFO 

and, without the force of  law, whether there’s 
any real hope of  adoption. Business Europe, an 

organisation representing business and labour associations 
across Europe, says: ‘Instead of  bringing the existing 
reporting together and reducing the overall excessive 
amount of  information, the consultation draft is suggesting 
introducing yet another separate report.’ It goes on to warn 
that another standalone report will not only increase the 
administrative burdens for business, but ‘will add to the 
existing information overload that prevents stakeholders 
from seeing the wood for the trees’.

Although the IIRC recognises the ability to obtain reliable 
data will affect how far integrated reporting can be applied, 
critics recommend a reality check. The Canadian Investors 
Relations Institute says the IIRC ‘does not adequately 
acknowledge the fundamental shift in corporate culture 
and the significant investment in systems and processes 
required to enable integrated management that must take 
place before an integrated report can be produced. We 
recognise that the IIRC’s mandate is reporting, but success 
will be elusive without more effort to provide some guidance 

on implementing integrated thinking 
and many of  its inherent processes.’ 

Some companies also suspect 
the IIRC is simply asking too much. 
HSBC Bank says: ‘With the current 
burden of  reporting borne by financial 
institutions, we do not think it is 
reasonable to expect companies to 

produce separate integrated reports. Given the detailed 
statutory and regulatory framework which is applied to 
banks, and the volume of  required disclosures, it will be 
difficult to integrate reporting in full.’

Finding a way to measure or even describe the ‘six 
capitals’ and their inter-relationships also remains a 
concern. HSBC says the IIRC does not go far enough in 
explaining how value should be measured: ‘The framework is 
surprisingly vague on how companies should compute value 
and on how users of  an integrated report should assess 
it, given that value creation is at the heart of  integrated 
reporting. Value created in the form of  financial returns 
to providers of  financial capital is a familiar concept, but 
qualifying it in the form of  positive or negative effects on 
other capitals and other stakeholders introduces a degree of  
subjectivity which is virtually impossible to quantify.’

Others question the value of  reporting on any of  the six 
capitals unless they can somehow be tied to the bottom line. »

▌▌▌‘INTEGRATED REPORTING HAS THE 
POTENTIAL TO ENHANCE THE DEPTH, BREADTH 
AND QUALITY OF CORPORATE REPORTING’
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in its development. The complexity of  the issues being 
addressed and the extent to which experimentation will 
expose further challenges will almost certainly result in the 
need for the framework to continue to evolve. The existing 
framework should not therefore be regarded as the final 
destination but a big step in the direction of  bringing the 
reporting model firmly into the 21st century.’

The IIRC plans to issue the initial version of  the 
framework in December 2013 and to update it periodically 
as integrated reporting evolves. ■

Ramona Dzinkowski is an economist and business journalist

The way ahead
So where does this leave the IIRC in its efforts to spawn new 
‘integrated thinking’ around how a company creates value? 
Many want practical case studies from existing pilot projects, 
and for a slow and iterative approach to future drafts. 

ACCA recommends that the IIRC makes sure that any 
further iterations of  the integrated reporting framework are 
developed in close consideration of  existing frameworks. 
One of  the IIRC’s short-term priorities, it says, should 
be to liaise with other regulators and standard-setters to 
address potential barriers to the adoption of  integrated 
reporting. ‘In particular, steps need to be taken to ensure 
that integrated reporting can be made consistent with, and 
avoid duplication with, existing requirements and guidance 
relating to corporate reporting – for example, the UK’s new 
strategic report. Best practice examples are needed on how 
cohesion can be achieved with current requirements for 
annual reports, MD&A, sustainability reports and the like.’

PwC, which has been supportive in its response to the 
latest framework consultation draft, sees it not so much 
as the final destination as a step in the right direction: ‘We 
believe integrated reporting has the potential to enhance 
the depth, breadth and quality of  corporate reporting 
and a principles-based framework is a major step 

FOR MORE INFORMATION:

Consultation and responses: http://tinyurl.com/c6dml9s

See ‘ACCA publishes integrated report’, this issue, ACCA 
section; and ‘Vision for the future’, AB, International 

Edition (05/2013), at www.accaglobal.com/ab22

Susana Penarrubia, director, Deutsche Asset & Wealth 
Management (of  Deutsche Bank AG) discusses 

integrated reporting: http://tinyurl.com/nt2cx9d
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NEW ROUTES  
TO THE TOP
What career paths do the next generation of CFOs need to follow? ACCA’s Jamie Lyon 
reports on how the career trajectory of aspirant finance leaders is gradually changing  

A
re all bets off when we consider what the future 
CFO role will look like, and the career experiences 
that will equip the CFOs of tomorrow with the 
skills, experiences and capabilities they will need?

ACCA and IMA (Institute of  Management Accountants) 
explore this question in one of  the largest-ever global studies 
of  current and future CFO career paths. The conclusions are 
set out in a new report, Future pathways to finance leadership, 
which looks at the career routes that current finance leaders 
have taken, and at their views about future career journeys, 
addressing the critical question for those seeking to join the 
next generation of  CFOs: how do I get there? More than 750 
CFOs, finance directors and C-suite finance leaders were 
involved in the survey.

The bottom line is that optimal career experiences are 
already being defined, a reflection of  how the role of  today’s 
finance leader is changing, as well as broader technological, 
social and economic trends impacting business and the 
finance function: faster business change, rebalancing growth 

across markets, the changing footprint of  the finance 
organisation, and the proliferation of  information and data. 

Traditional linear routes through the finance function to 
CFO are applying less, and new stepping stones are gaining 
importance. As the CFO role rebalances between its traditional 
stewardship responsibility and the finance leader’s role in 
helping the organisation create value, so the capabilities and 
skills that must be brought to bear will change, as will the 
career experiences of  value. Not that the finance leadership 

rulebook needs to be entirely rewritten: our research reveals 
this is a story of  evolution, not revolution. So what are the 
words of  wisdom from current CFOs on the career experiences 
that aspirant finance professionals should get under their belt? 

Focus on your fundamentals
Future CFOs will still need a strong financial understanding 
and should target career experiences that provide them with 
that understanding across various points in the finance value 
chain. Ninety-five percent of  current CFOs agreed it was 
important that future CFOs have experience in the core areas 
of  financial and management accounting. Almost half  of  them 
have had six or more finance roles during their career. The 
finance fundamentals are not changing, but the context is. 

Get strategic
The future CFO role in supporting strategic growth is more 
valued. Current CFOs cited strategy formulation and execution 
as the most important area in which future CFOs should have 

experience. Over the next decade the 
business landscape will be reshaped by 
market volatility, globalisation and 
transformational innovation. In a climate 
where ‘commercials’ will change quickly, 
deep business understanding will be 
prized. Future CFOs will gain from having 
the battle scars of  commercial experience. 

Analytics: the next big thing
How organisations regress, correlate and extrapolate data to 
drive better decision making is the next ‘big opportunity’ for 
tomorrow’s finance team as data grows and the multiplicity of  
information presents challenges to business decision-making. 
Today’s CFOs see insight and analytics as a key priority for 
how finance can add value moving forward. It makes sense for 
aspirant CFOs to get experience in this area. » 

▌▌▌TRADITIONAL ROUTES THROUGH FINANCE 
TO CFO ARE APPLYING LESS AND NEW STEPPING 
STONES ARE GAINING IMPORTANCE
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Risk experience
Current CFOs said experience in risk management was 
the third most important area for future CFOs, and risk 
management challenges were seen as the second most 
important factor influencing the CFO’s future role.

Become a dealmaker
Merger and acquisition (M&A) activity was identified as the 
fourth most important experience area. As well as technical 
finance experience in structuring deals, such activity can 
help expand skills in change and project management. As 
operations rebalance and tap into growth opportunities, 
we expect more M&A activity in the future. Funding, capital 
market experience and investor relations are core future 
finance capabilities for CFOs of  larger businesses too.

Know your stakeholders
CFO aspirants need to plan for roles that broaden their 
stakeholder engagement and cultivate strong relationship 
management skills. But the emerging powerhouse stakeholder 
that future CFOs need to be mindful of  in an age of  brand 
disloyalty is customers of  the business. The future finance 
organisation will need to be attuned to the needs of  different 
consumers and develop a culture which is customer-centric.

Develop the management skills that matter 
While next-generation CFOs will need a wide range of  skills, 
a number of  standout management capabilities are needed. 
The top four skills identified in our survey were leadership, 
communication, strategy and change management.

Regulation and reporting
Regulation was cited as the third-highest influence on the 
future CFO role. Future chiefs need to be confident operating 
in a regulated environment and be adept at implementing 
structures and processes that manage legislative and tax 
requirements effectively. We can also expect ongoing changes 
in reporting requirements – a rise in integrated reporting, 
more involvement of  the finance organisation in reporting on 
corporate performance measures, increasing use of  financial 

Most CFOs started their career in audit firms or 
finance functions, and most have never had a role 
outside the finance function.

Today’s CFOs started their careers in classic 
‘finance’ training grounds. Forty per cent began their 
finance careers in public accounting firms, while 42% 
started in a finance role in business. The majority 
(61%) have never taken roles outside the finance 
team. This represents an ongoing challenge for finance 
leaders in developing their commercial acumen and 
understanding, and suggests much of  this takes place 
in situ as CFO, rather than during the career journey.

Only just over a quarter of  the current CFOs in the 
sample had spent time in an overseas role. Financial 
director and financial controller roles remain the prior 
destination of  choice for those with their sights set on 
the top finance job. Meanwhile, 60% of  current CFOs 
were recruited externally.

TODAY’S ‘CLASSIC CAREER’

TODAY’S LADDER TO THE TOP

Previous  
role?

Internal or  
external recruit?

Emerging 
market role?

International 
experience?

Role outside 
finance?

Moved 
industries?

More than five 
finance roles?

Moved 
businesses?

First 
role?

31% Controller

60% External

75% No

73% No

61% No

74% Yes

56% No

80% Yes

42% Business/industry
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and non-financial data, recalibrating investment assessments 
to account for environmental or social impacts, and so on.

Get connected
Tomorrow’s CFOs need to be technologically adept and 
understand how solutions can drive better finance delivery 
and workflow. The convergence of  social, mobile and cloud 
technologies may revolutionise practices, while other 
developments include plug-and-play technology, and access to 
real-time information that allows CFOs to cut data many ways 
to obtain an instant integrated view of  business performance.

Expand your footprint
The future CFO will need to be able to manage the different 
demands between mature and emerging markets, and align 

Teuta Bakalli FCCA, CFO, 
Pepper Europe
To achieve sustainable growth in 
the future, CFOs will really need to 
understand and be very competent 
in risk management. They have 
to recognise that the risks that 
businesses face will continue to 
evolve – for example risks relating to 

social and digital media, or risks as a result of globalisation 
and expanding the business into emerging markets. 

Roberto Mello, CFO, GE 
Healthcare Greater China
Take the opportunities to have 
different assignments in different 
parts of the world. Understand 
how things are done, become 
more adaptable in your thought 
processes, to different cultures; 
working effectively in one country 

is not always the same in another country. Recognise that 
diversity is powerful, and learn how to leverage it.

Jeffrey C Thomson, president 
and CEO, IMA (Institute of  
Management Accountants)
Today’s CFO faces many challenges 
and these will only increase, 
especially in the areas of 
globalisation, technology, consumer 
sophistication and competition. 
CFOs need to have multiple lines 

of sight – oversight, hindsight, and foresight – and balance 
technical skills with leadership skills.

Richard Moat FCCA, CFO, 
Eircom Group
An important piece of advice I 
would give future CFOs is to gain 
commercial experience and business 
understanding. For aspirant CFOs 
who wish to lead larger listed 
organisations, getting experience 
of capital markets and merger, 

acquisition and disposal activity will be ever more important.
Chair of  the ACCA/IMA Accountants for Business Global Forum

their strategies accordingly. They will need to be adept at 
working in the global business environment, leading teams 
which are diverse and virtual across mature and emerging 
markets. Future CFOs who have cross-cultural, cross-market 
business and finance experience will be highly valued. ■

Jamie Lyon FCCA is head of corporate sector at ACCA

FOR MORE INFORMATION:

Future pathways to finance leadership can be found at 
www.accaglobal.com/transformation

Interviews with CFOs in China can be viewed at  
www.accaglobal.com/ab19
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Career boost
Your leadership journey begins by looking within yourself, says our talent doctor Dr Rob 
Yeung. Plus, searching for jobs with your mobile device, the perfect commute, and more

TALENT DOCTOR: LEADERSHIP
I work at an organisation that my colleagues and I 
describe as a ‘leadership consulting firm’ and I run 
workshops helping people to become better leaders.  
But what do we mean by the term ‘leadership’?

There are theories of  leadership such as the 
charismatic leadership model, the transformational 
leadership model and so on. But I don’t think that  
we need such jargon. To understand what leadership  
is, we need only to think about the good leaders we  
have encountered.

Try it now. Pause and bring to mind a specific leader 
or two who brought out the best in you. They may have 
been leaders who managed you or merely leaders you 
observed, but try to think about two such individuals.

Now ask yourself: What exactly did each do or say 
to bring out the best in you? And how did each make 
you feel? When I’m doing this exercise in leadership 
development workshops, I usually ask managers to 
write down the exceptional leaders’ names and a few 
bullet points about what they did and the feelings they 
engendered. You can try it too if  you like.

Ask enough people and they usually say that these 
good leaders inspired them, trusted them, empowered 
them and made work fun. Effective leaders challenged 
people, invited discussion and made people feel valued, 
respected and that they had an important role to play 
within the organisation. 

Now try the reverse thought experiment too. Think 
back to a couple of  leaders who dragged you or others 
down. Most managers I work with can only too easily 
recall such leaders. What did each of  these not-so-good 
leaders do or say? And how did each make you and 
others feel?

In answer, many people say that the ineffective leaders 
they’ve encountered tended to be moody, negative 
individuals. Perhaps they micro-managed their teams, 
were quick to find fault or blamed others. These leaders 
often caused such consternation and frustration that 
most people would have been happier if  they had left  
the organisation.

So there you have it. If  you’re a leader who wants to 
get better at what you do, you don’t need to understand 
theories that are currently in vogue about leadership. 
Just think back to the good leaders you’ve come across 
to understand the kind of  behaviour you should aspire 
to demonstrate to bring out the best in others. Likewise, 
recall those ineffective leaders you’ve had the displeasure 
of  working with to remind yourself  how not to manage 
those around you.

Of  course, understanding how you would like to be – 
your personal vision of  your future self  – is only the first 
step in the journey towards becoming a better leader.  
You next need to get feedback from colleagues on how 
you currently are. Only by understanding the gap  
between your future vision and your current reality can 
you then plan the practical steps to get there. But with 
effort it’s possible to become a better leader, the kind  
of  person who inspires others to want to do and perform 
at their best.

Dr Rob Yeung is a psychologist at leadership consulting 
firm Talentspace and author of over 20 bestselling 
career and management books, including E is for 
Exceptional: The New Science of Success (Pan Books). 
He also appears as a business commentator on BBC  
and CNN. 

FOR MORE INFORMATION:

www.talentspace.co.uk

@robyeung
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THE BIG BREAK 
CONOR LAWLER ACCA

Lawler, who became an ACCA member last year, is vice-
president, finance, at luxury hotel Atlantis, The Palm, 
in Dubai. With a proven track record in the international 
hotel industry, Lawler previously worked as FD for Hyatt 
Hotels across Europe and the Middle East. ‘It’s an 
interesting and diverse business,’ he says of working for 
such a globally recognisable brand. Read Lawler’s full 
interview in ACCACareers.com’s Success Stories.

MOBILE JOB SEARCH
So far in 2013, 24% of  UK 
smartphone users have used 
their device to search for 
job vacancies online – a 7% 
increase on 2012, according 
to Google’s Think Insights 
research.

Last year, ACCA Careers 
ran what was at the time the 
largest survey of  UK mobile 
recruitment attitudes and 
activity. Of  the 32,000 users 
that took part, 63% said 
they had used their mobile 
device to search for a job. 
However, only 48% said they 
would apply for jobs in this 
way, with many citing a lack 
of  confidence in the process 
and security, or unhappiness 
with the user experience.

Attitudes elsewhere are 
more forgiving, with mobile-
first in Africa meaning it’s 
almost the norm and 4G 
mobile connectivity rolled 
out in many countries. 
Companies are also taking 
pains to keep up, with the 
Big Four among the many 
that have created apps, 
optimised their mobile 
recruitment through social 
media and invested in 
mobile-optimised sites. 

But what are the pros and 
cons of  mobile recruitment? 
Pros: get the latest jobs 
anytime, anywhere; respond 
to employers and apply for 
jobs quickly; stay ahead of  
those who apply via desktops 
in the evening. Cons: the 
user experience can be less 
friendly than via a desktop; 
mobile sites/devices are not 
always as secure. 

THE VALUE OF CPD
ACCA has produced a 
video on getting the most 
value out of  your CPD. It 
underlines that, whichever 
path your career is taking, 
CPD learning needs to be 
relevant to your role and 
career ambitions. It also 
emphasises that, whether 
you’re in accounting and 
finance, teaching, law or 

FOR MORE INFORMATION:

See the video on getting the most value from  
your CPD at www.accaglobal.com/ab20

www.accacareers.com

1 How important are  
soft skills?
It’s a people industry, so 
dealing with people and 
building and leading a 
team are imperative.

2 First thing you look for 
in potential employee?
The right attitude and 
willingness to learn.

Lawler’s top five tips for a successful career in the hotel sector:

elsewhere, by completing 
your CPD requirement you’ll 
remain competitive in your 
job market and enhance 
your career development. 
See right for details. ■

3 What are the in-demand 
skills for 2014?
Adaptability and being 
up to date with the latest 
technology.

4 What advice can you 
give young finance 
professionals?
Be open to change and 
look outside the box for 

opportunities to grow  
and develop.

5 What’s the toughest 
interview question you’ve 
been asked?
Do you know there is 
a height limit for this 
position? (I’m 6 feet 6 
inches tall and had applied 
to join the US Air Corps).

THE PERFECT COMMUTE
In Indonesia’s West Java province only 300 train carriages service 
500,000 commuters daily. So people sit on roofs and hang out 
of doors. And in Japan commuters are squeezed into trains by 
stationmasters. In fact, you might say the ‘perfect commute’ is 

not to have one at all.
Not everyone’s is like this of  course. More people are 

cycling, meaning that their commute pays them 
back in health benefits and is cheaper, while also 
doing the environment a favour. But for many 
commuters, late trains, crowds and smelly 
armpits are a daily hazard.

So here are a few ideas on getting value 
from your commute. Read a good book. 
Smartphones and tablets can also define 
whether you’re a ‘power commuter’ – one 
who deals with emails, or browses the 
latest headlines – or a ‘catch-up-on-me-

time commuter’ – one who plays games, 
updates Facebook, or chats about the night 
before with friends. Whatever you do, your 
commute can be bonus time not lost time.
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factory. Much impressed, 
they asked for a million pairs 
of  shoes – with no more 
than five defective pairs.

The first box duly arrived; 
there were five pairs of  
defective shoes. The buyers 
rang to complain. They were 
told: ‘Well, you ordered a 
million pairs and no more 
than five defects. So we 
shipped you the defects. We 
don’t actually do defects.’ 

TQM was originally 
a Japanese philosophy 
brought to the West by W 

Edwards Deming. When 
the flood of  consultants 
retreated (everyone had 
been TQMed), another influx 
came in through TQM reborn 
– or Six Sigma. This again 
focused on zero defect but 
was more institutionalised; 
people were almost regarded 
as ‘initiates’ and graded up 
to ‘black belt’.

In this article I explore 
a number of theories 
that deal with operations 
management, including total 
quality management (TQM) 
and Six Sigma, business 
process reengineering 
(BPR), lean management, 
virtual organisations and 
strategic cost management.

TQM
Total quality management 
was a very powerful process 
in its day for dealing with 
inefficiency – particularly the 

cost of  errors and waste. In 
the mid-1980s a veritable 
army of  consultants swept 
through organisations to 
rid them of  error-prone 
processes. A central idea 
was that of  ‘zero defect’, as 
exemplified in this story told 
at the time:

Some Western buyers 
visited a Japanese shoe 

One needs to be very 
discerning about these 
corporate theories and 
belief  systems. The acid 
test is, as we saw in my 
articles on the topic, what 
economic value actually 
comes out?

The significance of  TQM 
to accountants is that it 
suggests that one of  the key 
drivers of  cost is the cost of  
quality defects; this can be 
up to 10% of  the total cost 
structure, and some have 
estimated more.

BPR 
Business process 
reengineering is a 
challenging process 
that seeks to simplify 
complexity. In effect, it is a 
combination of  

*process mapping 
(descended from 
‘organisation and 
methods’, from scientific 

management); 

*	applying automation: IT 
to cut out and simplify 
processes; 

*	organisational 
simplification;  

*	change management.
Basically, BPR – the original 
gurus of  which were Michael 
Hammer and James Champy 
– is another example of  a 
‘theory’ that is a collection 
of  disparate techniques 
which have then been 
moulded into a unified, 
structured process – not 
unlike the blue- and red-
oceans material we looked 
at last year on strategy 
and the balanced scorecard. 
There doesn’t seem to be 
too much of  it around at the 
minute – which is odd, as it 
thrived around the time of  
the early 1990s recession.

My observations of  
clients who use BPR is that 
they often don’t realise that 
this is pretty fundamental 
organisational change and 
needs to be managed as 
such; often, the failure is in 
the implementation.

BPR is relevant to 
accountants as it can be 
a most useful challenge to 
redundant processes within 
finance – witness supplier 
payments, the production 
of  management reports/
accounts etc.

Lean management
This can be defined as 
the process of  ensuring 
that investment is limited 
to those processes and 
resources that add value 
to the end customer. Also, 
there should be zero waste.

To enable that to happen, 
great attention needs to 
be given to smooth flow 

Operations management
In the fourth article in his series about management theories,  
Dr Tony Grundy looks at a range of operational approaches
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▲	DRIVING	THE	DIFFERENCE
The concept of lean management 
was engineered by Japanese car 
manufacturer Toyota
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in value-adding activities. 
Having lots of  stock 
lying around is thus not 
consistent with that and is to 
be avoided by having ‘pull’ 
processes (the Japanese 
labelled this kanban).

This philosophy has its 
roots in the car industry; 
before the term ‘lean’ was 
coined, Ford laid huge 
emphasis on efficient 
manufacturing processes. 
‘Lean’ can be traced back 
to scientific management in 
the form of  work studies. 
The actual crystallisation of  
the process was at Toyota.

Indeed, such a process 
is a philosophy – like TQM 
(and there are common 
elements with that and 
BPR) – and thus it is a 
cultural phenomenon. Here 
lies the rub: to implement it 
requires some culture shift 
and organisations are often 
resistant to doing that. So 
while lean management 
might seem a very attractive 
idea, the failures can easily 
outweigh the successes. 

Lean management is 
important for accountants 
as it highlights that business 
models based on low cost 
may be based on low 
wastage and not on lower 
customer value. 

Virtual organisations
Turning more directly to 
organisational theory we 
need to address virtual 
organisations. These are 
characterised as those 
with few physical assets 
(such as internet-based 
organisations), those that 
may not be discrete legal 
entities, those based on 
alliances/partnerships, and 
those with a geographically 
dispersed workforce – or a 
combination of  these.

Even where the whole 
organisation isn’t virtual 
it is possible to find 
‘virtual teams’. This is 
becoming more prevalent 
in the finance department 

– where accountants sit 
physically in a business 
team while reporting to 
senior finance management.

This can have the 
advantage of  much greater 
intimacy and added value 
– and also lower cost as 
there is less need for a very 
hierarchical structure within 
finance.

A lot of  this is enabled 
by technology – especially 
by email and mobile. 
Virtual organisations were 
foreseen at least in part by 
organisational guru Charles 

Handy as long ago as 1994 
– before the internet and 
emailmania had taken off. 

One thing to take away 
from this idea is that there 
are frequently a lot more 
organisational models 
to choose from than the 
straightforward functional 
hierarchy. Other areas 
worth studying include self-
managed teams. This is not 
only of  relevance to the FD 
in terms of  finance staff, 
but also in advising on cost 
management elsewhere in 
the business.

Strategic cost 
management
While there are clearly some 
useful things to draw from 
all these approaches, one 
might get left feeling that, 
individually, they aren’t 

▌▌▌ONE NEEDS TO BE VERY DISCERNING ABOUT 
CORPORATE THEORIES. THE ACID TEST IS, WHAT 
ECONOMIC VALUE ACTUALLY COMES OUT?

quite as powerful as they 
are claimed to be. One feels 
a certain hunger for a more 
integrative approach.

I define strategic cost 
management (SCM) 
as ‘managing costs for 
shareholder value’. To 
ensure that costs are never 
managed in isolation, they 
should also be appraised 
according to both short- and 
longer term benefits.

Another rule is that costs 
should never be managed 
in such a way that will 
undermine the strategy and 

competitive advantage. This 
means that it is a no-no 
to reduce costs now if  the 
value destroyed in the future 
will exceed the savings.

My five phases 
of  SCM are: issue 
definition; diagnosis 
(why are costs too high/
ineffective?); challenging 
options; evaluation; and 
implementation.

The first four phases 
are perhaps best done at 
least in part through some 
kind of  workshop activity. 
Typically, a couple of  days 
should take you through the 
majority of  the first three 

phases. Implementation can 
take months.

Useful tools for the 
diagnosis include value 
and cost-driver analysis, 
helping to do the trade-off  
between value and cost. 
If  the reality is that costs 
are plainly too high, then 
it can be permissible to 
simplify the process by just 
asking the question, ‘Why?’ 
and representing that as 
a simple ‘fishbone’ analysis. 
Value and cost drivers are 
described in my articles on 
economic value. 

For challenging 
options there are various 
checklists. For example, 
imagine that you were 
an alien taking over this 
company: how would you 
manage costs here?

Just as in TQM, BPR 
and lean management, the 
biggest constraints are the 
soft ones – for example, 
leadership and culture. So it 
is opportune that next month 
we move on to leadership. ■

Dr Tony Grundy is an 
independent consultant 
and trainer, and lectures at 
Henley Business School

This is the fourth article in a series by Tony Grundy on management theories. Due to 
steps we have taken to streamline our processes, readers in some parts of the world will 
not have seen the first three articles in the series – Theoretically Speaking, Evaluating 
Performance and Knowledge-based Theories – but they are all available at www.
accaglobal.com/abcpd. Grundy’s series of articles on strategy and economic value added, 
published in previous editions of Accounting and Business, can also be found here.

TONY GRUNDY ARTICLES ONLINE

FOR MORE INFORMATION:

www.tonygrundy.com

See Grundy on video at tinyurl.com/q92h7xb
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In last month’s article, I 
argued that one needs to 
manage the perception 
of the finance team’s 
contribution. This month I 
address some new areas.

Network within the firm
Only fools believe one’s 
achievements speak for 
themselves. Walk about more 
– encourage the management 
and financial accountants, 
accounts payable staff  and 
so forth to spend more time 
on proactive visits. Spend 
time adding value to the 
senior management team by 
helping them to understand 
the business. Ways of  doing 
this include:

LOOK A MILLION DOLLARS
If you look a million dollars, then you will feel like a 
million dollars. Note that most of your organisation’s 
successful managers actually look successful. 
Observe them and create a look of ‘success’ that you 
are comfortable with. Far too often I see corporate 
accountants apparently proud of how little they 
spend on their wardrobe. It could be said that quality 
business attire and a well-groomed appearance are 
‘tickets to the game’.

Walking the talk
In his second article on putting finance on the map, David Parmenter extols the virtues 
of networking with colleagues, and gives some tips on how to prepare for a presentation

1 Aim to have a coffee break with a peer, colleague or 
stakeholder at least twice a week

2 Send me an email and I will send you a copy of   
my 25 rules for a good presentation

3 Attend a ‘train the trainers’ course to take your 
presentations to the next level 

4 Read the books featured in this article 
5 Observe how the successful people in your 

organisation dress and replicate this

NEXT STEPS

FOR MORE INFORMATION:

www.davidparmenter.com

www.davidparmenter.com/courses

charity, and budget 
holders donate some 
small change and enjoy 
some hospitality at the 
finance team’s office. 
You have scored a goal 
by just organising such 
an event.

* Ensure that you talk 
positively to others. 
Popular people are 
seldom the fountain 
of  negativity – so learn 
to keep your negative 
thoughts private.

* No matter how much 
pressure you are under, 
learn to smile whenever 
someone comes to 
your desk. This needs 
plenty of  practice as the 
corporate accountant 
has more deadlines than 
most head office staff.

Be great on your feet
Far too often the accountant 
will short-change themselves 
by ‘under cooking’ their 
preparation and practice 

time before giving a 
presentation.

Being great on your 
feet is a skill you need 
to master in order to 
be a great corporate 

accountant. I will assume 
that you have attended a 
presentation skills course, 
a prerequisite to delivering 
bulletproof  presentations. 
The speed of  delivery, voice 
levels, use of  silence and 
getting the audience to 
participate are all techniques 
that you need to be familiar 
with and comfortable using.

There are at least 25 
rules for a good presentation 
which I have discussed in 
my recent book, Winning 
CFOs: Implementing and 
Applying Better Practices. 

I set out a few for you to 
consider:
1 At least 10 to 20% of  

your slides should be 
high-quality photographs, 
some of  which will not 
even require a caption.

2 Read Presentation Zen by 
Garr Reynolds, Slide:ology 
by Nancy Duarte and 
Enchantment by Guy 
Kawasaki. 

3 Use Kawasaki’s 
‘10/20/30 rule’ for a 
sales pitch presentation. 
Have 10 slides that last 
no more than 20 minutes 
and ensure all text is no 
smaller than 30pt in size. 

4 Bring theatrics into 
your presentation, use 
memorable props, be 
active and have a bit of  
fun. This will fully engage 
your audience.

5 Practise your delivery. 
The shorter the 
presentation, the more 
you need to practise. 
An important pitch to 
the board should be 
practised more than 10 
times, for example. ■

David Parmenter is a 
writer and presenter on 
measuring, monitoring and 
managing performance

* Use morning or 
afternoon break times 
for networking with 
budget holders and other 
stakeholders. See working 
through a coffee break as 
a lost opportunity rather 
than a badge of  honour.

* Invite new staff  from 
major subsidiaries or 
departments to call in 
when they are next in the 
head office.

* Consider running events 
where the finance team 
organises a coffee break 
to raise funds for a local 
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The International 
Accounting Standards Board 
is revising its conceptual 
framework and has issued 
a discussion paper on the 
issues it is considering 
in that review. The IASB 
has had a framework 
for the preparation and 
presentation of financial 
statements since 1989, 
and is part-way through 
replacing this with the 
conceptual framework. This 
consultation covers the 
remaining areas. 

The framework sets 
out the important issues 
underlying the standards, 
but it is not a standard,  
and companies do not  
have to follow it to comply  
with International Financial 
Reporting Standards (IFRS). 

Why is the framework 
important?
If  there is no standard 
to cover an issue, then 
companies can look to the 
framework among other 
things to work out what to 
do. But its main use has 
been to guide the IASB in 
developing new or revised 
standards. 

Many see the addition 
of  the ‘conceptual’ tag to 
the framework as proof  that 
IFRSs are too ‘theoretical’. 
For others the framework 
gives consistency and 
coherence in the standards 
and that is their best 
defence against lobby 
groups on particular issues.

It is hard not to 
look at the framework 
without thinking how it 
impacts current debates 
over standards and how 
standards might develop.

The sections on 
the objectives and 
characteristics of  reporting 
were recently revised in 
collaboration with the 
Financial Accounting 
Standards Board (FASB), the 
US standard setter, but the 
new sections will be done by 
the IASB alone. 

Definitions of  assets 
and liabilities
Some aspects of  the 
definition of  assets do 
not seem to be changing 
significantly – namely, 
control and the capability 
to produce future economic 
benefits. However, the 
definition of  an asset will 
not include a reference to 
the probability of  those 
benefits. Nor will this be 
reflected in a recognition 
threshold. So when there 
is only a low probability of  

benefit or great 
uncertainty, then 

that will only be reflected 
in the measurement of  the 
asset or its exclusion on the 
grounds that the resulting 
information is not useful. 
How might this impact the 
treatment of  internally 
generated goodwill, 
contingent assets or mineral 
reserves for example?

On liabilities the 
framework tries to keep 
the definition symmetrical 
with that of  an asset, 
which seems helpful. In 
deleting probability from the 
definition and recognition, 
comparable issues around 
uncertain and conditional 
liabilities are raised. Should 
only unconditional liabilities 
be included, or ones where 
there may be conditions but 
there is no practical ability 
to avoid them? Or should the 

existence 
of  conditions not 

affect their recognition? 
The discussion paper 
looks at examples from its 
emissions trading project to 
illustrate different outcomes 
from those decisions. 
Likewise with options – how 
much should economic 
compulsion to exercise 
certain options affect 

whether there is a liability 
or not? This could affect 
options to extend leases (in 
the current exposure draft) 
or redeemable shares with 
‘step up’ dividends. 

Measurement: fair 
value or historical cost?
This is currently a gap in 
the framework and the 
issue is very prominent 
in much of  the debate 
about IFRS in the light of  
the financial crisis. The 
discussion paper indicates 
that the IASB will continue 
with a mixed measurement 
model and identifies three 
measurement bases:

* cost

* current market prices, 
including fair value

* cashflow.
The decision about when 

to use one or another will 
depend on the relevance » 

What lies beneath
ACCA’s Richard Martin casts a keen eye over  
the new conceptual framework to see how it  
impacts current debates over IFRS
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and losses should be 
part of  profit or loss and 
what should go to other 
comprehensive income 
(OCI)? Should items that 
go to OCI be recycled 
into P&L when realised? 
Treatments at stake might 
include cashflow hedging, 
revaluation of  property, 
actuarial gains and losses 
on pension liabilities, the 
new fair value through OCI 
category in IFRS 9 and 
changes in discount rates in 
IAS 37. 

The default treatment will 
be to P&L, but there will be 
cases where an IFRS could 
put certain items through 
OCI. If  so, recycling will be 
expected. The categories 
of  such items might be 
framed more narrowly as 
measurement mismatches 
(for example, between a 
balance sheet at fair value 

of  the information to users 
both in the balance sheet 
and the income statement. 
It will also depend on how 
the asset will be realised or 
the liability settled and on 
cost/benefit grounds. 
It seems difficult to 
argue with this or 
see much 
change in 
the cost/
fair value 
boundary  
as a result.

Cashflow-based 
measures (such 
as those used for 

provisions, pensions and 
deferred tax) should reflect 
variations in expected 
cashflows, time value 
of  money, risk premium 
(including an entity’s own 
credit risk in liabilities) and 
any liquidity effect. Own 
credit risk is not always 
recognised (for example, in 
pension liabilities), nor is 
the time value of  money for 
deferred tax. So this might 
imply changes are needed in 
these standards.

Profit and 
comprehensive income
What has not changed is 
that the framework remains 
driven by assets and 
liabilities and that equity is 
the residual difference, and 
gains and losses represent 
changes in them.

The other big issue in 
this project is what gains 

and P&L based on cost), 
or defined more widely to 
add transitory longer-term 
remeasurements. Cashflow 
hedging or the fair value 
through OCI from IFRS 9 
would qualify either way, 
but many items currently 
allowed through OCI would 
only qualify if  the IASB goes 
for the wider definition (such 
as revaluations, actuarial 
gains/losses, changes in 
own credit and designated 
equities under IFRS 9).

The discussion paper 
covers a host of  other 
matters, including the 
concepts of  going concern, 
the business model and 
the boundary between what 
are liabilities and what is 

treated 
as equity. 

It puts 
forward six 

principles for 
better disclosures. 

Some controversial 
issues in chapters that 
have been ‘completed’ 

are included (see box).

Where now?
The consultation on this 
framework is open until 
14 January 2014. It is 
a chance to consider 

fundamental issues in 
financial reporting 
that many claim are 
changing and not 

for the better. It is 
also another battleground to 
debate the issues in current 
projects such as leases and 
financial instruments. 

The discussion paper 
points the way to the 
resolution of  issues where 
standards are inconsistent. 
It clearly draws the line 
under the convergence 
model with the FASB, even 
to the extent of  inviting 
comments on the jointly 
completed sections.

There will probably be 
an exposure draft of  the 
proposed framework before 
the final version. But how will 
it affect IFRS at that point?

The framework will alter 
the way new and current 
projects are completed. 
However, the standards 
that are inconsistent with 
the new framework may 
not be altered right away. 
Standards like IAS 20 on 
government grants pre-date 
and are incompatible with 
the 1989 framework, but are 
still in effect today. ■

Richard Martin is ACCA’s 
head of corporate reporting

FOR MORE INFORMATION:

A Review of the Conceptual Framework for Financial 
Reporting can be found at http://tinyurl.com/ma5udq6
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These concepts from the 1989 framework were dropped in the chapters already 
completed by the IASB and FASB jointly. The discussion paper reiterates why – 
prudence and neutrality were considered contradictory. However, Hans Hoogervorst, 
the IASB chairman, has described the phrase that prudence was caution in the face 
of uncertainty as ‘pure common sense’. The discussion paper does a better job with 
reliability, which was replaced by representational faithfulness together with the 
enhancing characteristic of verifiability. It is most convincing on stewardship, where the 
word has gone but the concept remains. Indeed, the paper is sprinkled with references 
to the accountability of management for the resources with which they are entrusted.

PRUDENCE, RELIABILITY AND STEWARDSHIP
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IAS 36, Impairment of 
Assets, describes the 
procedures that an entity 
should follow to ensure 
that it carries its assets 
at no more than their 
recoverable amount, which 
is effectively the higher of 
the amount to be realised 
through using or selling the 
asset. When the carrying 
amount of asset exceeds 
the recoverable amount, 
the asset is considered to 
be impaired and the entity 
recognises an impairment 
loss. Goodwill acquired in 
a business combination 
or intangible assets with 
indefinite useful lives have 
to be tested for impairment 
at least on an annual basis. 
The standard details the 
circumstances when an 
impairment loss should be 
reversed, although this is 
not possible for goodwill. 

For the purposes of  
impairment testing, goodwill 
should be allocated to 
the cash-generating units 
(CGU) or groups of  CGUs 
benefiting from goodwill. 
Such group of  units should 
not be larger than an 
operating segment before 
aggregation. For any asset, 
an impairment test has 
to be carried out at each 
reporting date if  there is any 
indicator of  impairment. IAS 
36 gives a list of  common 
indicators of  impairment 
such as increases in market 
interest rates, market 
capitalisation falling below 
net asset carrying value or 
the economic performance 
of  an asset being worse than 
projected in internal budgets.

Detailed disclosures, 
including the circumstances 
that have led to impairment 

are required in relation to 
each CGU with significant 
amounts of  goodwill and 
other intangible assets. 
These include the key 
assumptions on which 
management has based 
cashflow projections, 
a description of  
management’s 
approach to 
determining the 
values of  each 
key assumption, 
terminal growth rates 
and discount rates 
as well as sensitivity 
analysis where a 
reasonable change in 
a key assumption would 
lead to impairment. 

Additionally, the 
International Accounting 
Standards Board (IASB) 
has recently published 

Recoverable Amount 
Disclosures for Non-Financial 
Assets (Amendments to 
IAS 36). These narrow 
amendments to IAS 36 detail 
the disclosure of  information 
about the recoverable 
amount of  impaired assets if  
that amount is based on fair 
value less costs of  disposal. 
When developing IFRS 13, 
Fair Value Measurement, the 
IASB decided to change IAS 
36 to require disclosures 
about the recoverable 
amount of  impaired assets. 
The recent amendment 
limits the scope of  those 

disclosures to the recoverable 
amount of  impaired assets 
that is based on fair value 
less costs of  disposal. The 
amendments are to be 
applied retrospectively for 
annual periods beginning on 
or after 1 January 2014 with 
earlier application permitted.

In January 2013,the 
European Securities and 
Markets Authority (ESMA) 
issued a report on the 
accounting practices 
relating to impairment 
testing of  goodwill and 
other intangible assets. 
ESMA reviewed the nature 

of  disclosures in the 2011 
IFRS financial statements of  
a sample of  235 companies 
with material amounts 
of  goodwill. Similarly, a 
recent research report by 
the Centre for Financial 
Analysis and Reporting 
Research (CeFARR) at the 
Cass Business School 
entitled Accounting for asset 
impairment: a test for IFRS 
compliance across Europe 
reviewed the compliance of  
European listed companies’ 
as regards IAS 36. The 
authors, Hami Amiraslani, 
George E Iatridis and » 

Are you complying?
Following research by ESMA, the regulatory bodies are focusing 
on key aspects of IAS 36, says Graham Holt

▌▌▌COMPLIANCE WITH SOME IMPAIRMENT 
DISCLOSURE REQUIREMENTS VARIED CONSIDERABLY, 
SUGGESTING INCONSISTENCY IN THE APPLICATION OF 
INTERNATIONAL FINANCIAL REPORTING STANDARDS
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regulatory regime. They 
further conclude that 
companies operating in 
a strong regulatory and 
enforcement setting appear 
to recognise impairment 
losses on a timelier basis. 
These findings could have 
implications for future 
investment decisions in 
terms of  lower risk in 
certain jurisdictions.

In the current economic 
and financial crisis, assets 
in many industries are likely 
to generate lower than 
expected cashflows with the 
result that their carrying 
amount is greater than their 
recoverable amount with 
the result that impairment 

losses are required. 
However, ESMA found that 
the material impairment 
losses of  goodwill reported 
in 2011 were limited to a 
small number of  companies, 
and these were mainly 
in the financial services 
and telecommunication 
industries. Overall 
impairment losses on 
goodwill in 2011 amounted 
to only 5% of  goodwill 
recognised in the 2010 IFRS 
financial statements. 

An indication of  
impairment could be a fall 
in market capitalisation 
below the carrying value of  
equity. An equity/market 
capitalisation ratio 
above 100% is one of  
the external sources of  
information indicating that 
assets may be impaired, 
and should be considered 
in assessing the realistic 
values of  key assumptions 
used in impairment 
testing. ESMA reported 
that the average equity/

Peter F Pope, investigated 
the degree of  compliance 
with IFRS by analysing 
impairment disclosures 
during 2010/11, relating to 
non-financial assets within 
a sample of  over 4,000 
listed companies from 
the European Union plus 
Norway and Switzerland.

The two reports make 
interesting reading and 
there is some consistency 
in their conclusions. The 
findings of  the CeFARR 
research contextualise 
the ESMA report. CeFARR 
found that compliance 
with some impairment 
disclosure requirements 
varied quite considerably 

suggesting inconsistency 
in the application of  IFRS. 
Compliance with impairment 
disclosure requirements 
that required greater 
managerial involvement 
was less rigorous than 
those requirements with 
low effort required. This 
leads to a tendency to use 
boilerplate description, 
which helps reduce the 
cost of  compliance. There 
appears to be considerable 
variation across European 
countries in compliance with 
some impairment disclosure 
requirements. 

CeFARR found that the 
quality of  impairment 
reporting is better 
in companies whose 
jurisdiction has a strong 
regulatory and institutional 
infrastructure. They placed 
the UK and Ireland in 
this category. However, 
impairment disclosures 
seem to be of  lower 
quality in jurisdictions 
where there is a weaker 

market capitalisation ratio 
of  its sample rose from 
100% at 2010 year-end to 
145% at 2011 year-end 
and further, that as at 31 
December 2011, 43% 
of  the sample showed a 
market capitalisation below 
equity compared to 30% 
in 2010. Of  these entities, 
47% recognised impairment 
losses on goodwill in 
their 2011 IFRS financial 
statements. 

ESMA feels that the 
increased equity/market 
capitalisation ratio 
and relatively limited 
impairment losses call into 
question whether the level 
of  impairment in 2011 

appropriately reflects the 
effects of  the financial and 
economic crisis. As CeFARR 
found, in many cases 
the disclosures relating 
to impairment were of  
a boilerplate nature and 
not entity-specific due to 
a failure to comply with 
the requirements of  the 
standard and possibly IAS 

36 not providing specific 
enough detail, especially as 
regards the nature of  the 
sensitivity analysis. 

As a result of  the ESMA 
review, they have identified 
five problem areas:

1 Key assumptions of 
management
In the ESMA sample, 
only 60% of  the entities 
discussed the key 
assumptions used for 
cashflow forecasts other 
than the discount rate and 
growth rate used in the 
impairment testing and half  
of  these entities did not 
provide the relevant entity-
specific information. 

2 Sensitivity analysis
ESMA has identified 
different practices with 
regard to disclosures 
on sensitivity analysis. 
Only half  of  the entities 
presented a sensitivity 
analysis where the book 
value of  their net assets 
exceeded their market 
capitalisation. This is a 

▌▌▌THE QUALITY OF IMPAIRMENT REPORTING IS BETTER 
IN COMPANIES WHOSE JURISDICTION HAS A STRONG 
REGULATORY AND INSTITUTIONAL INFRASTRUCTURE.  
THE UK AND IRELAND ARE IN THIS CATEGORY
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surprisingly low figure 
considering that this is an 
indication of  impairment. 

3 Determination of 
recoverable amount
‘Value in use’ is used 
by most entities for 
goodwill impairment 
testing purposes 
and 60% of  
entities used 
discounting to 
calculate ‘fair 
value less costs 
to sell’. Thus 
a significant 
number of  
entities estimate 
the recoverable 
amount using 
discounted cashflows. 
IAS 36 requires 
different criteria for 
cashflows when using value 
in use or fair value less 
costs to sell to determine 
the recoverable amount. 
One would expect that 
third party information 
would prevail over entity 
based assumptions when 
determining ‘fair value less 
costs to sell’ in this way.

4 Determination of  
growth rates
IAS 36 states that for 
periods beyond those 
covered by the most recent 
budgets and forecasts, 
they should be based on 
extrapolations using a 
steady or declining growth 
rate unless an increasing 
rate can be justified. ESMA 
found that more than 15% 
of  issuers disclosed a  
long-term growth rate above  
3% which, given the current 
economic environment, is 
optimistic and probably 
unrealistic.

5 Disclosure of an average 
discount rate
ESMA found that 25% 
of  issuers in the sample 
disclosed an average 
discount rate, rather than 
a specific discount rate 

on each material cash-
generating unit. The applied 
discount rate has a major 
impact on the calculation 
of  value in use. Therefore 
separate discount rates 
should be disclosed and 
used which fit the risk profile 
of  each CGU. The disclosure 
of  a single average discount 
rate for all CGUs obscures 
relevant information.

As a result of  the above, 
ESMA and the national 
regulatory authorities are 
focusing on certain key 
aspects of  IAS 36. The key 
areas include the application 
by entities of  the rules 
re impairment testing of  
goodwill and other intangible 
assets, the reasonableness 
of  cashflow forecasts, 

the key assumptions 
used in the impairment 
test and the relevance 
and appropriateness of  
the sensitivity analysis 
provided. ESMA expects 
issuers and their auditors 
to consider the findings 
of  their review when 
preparing and auditing the 
IFRS financial statements. 
ESMA also expects national 
regulatory authorities 
to take appropriate 
enforcement actions where 
needed. ■

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

FOR MORE INFORMATION:

www.ifrs.org

www.esma.europa.eu

Read the CeFARR report at: http://tinyurl.com/d7aaevm
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The only constant  
is change
Indirect tax compliance  
is a top risk area, especially 
for multinationals 
which must deal with 
changing laws in multiple 
countries. The inherent 
complexities of  indirect 
tax compliance make it an 
even bigger concern for 
global companies.

A few notable trends 
driving the complexity of  the 
indirect tax process include: 

* Limited to fewer than 
10 countries in the late 
1960s, VAT and GST are 
today an essential source 
of  revenue for more than 
150 countries. 

* In the US, businesses had 
to comply with over 580 
indirect tax rate changes 
in 2012; outside the US, 
there were over 2,000 
tax rate and product 
taxability changes.

* In the US, 92.3% of  the 
194 state and local sales 
tax changes in Q2 2013  
represented increases or 
new taxes. 

* The US is currently 
considering passing the 
Marketplace Fairness 
Act to allow states to tax 
online sales made within 
their borders, even if  the 
seller physically resides 
outside the state. 

* Brazil regularly 
implements new tax laws 
or makes changes to 
existing laws. A company 

According to KPMG’s 
2013 Benchmark Survey 
on VAT/GST, two-thirds 
of respondents in Europe, 
the Middle East and Africa 
and one-third in the rest 
of the world believe that 
VAT/GST rates will rise 
in the next three years as 
cash-strapped governments 
continue to rely on indirect 
tax revenue. 

As a result, businesses 
will have to navigate an even 
more dynamic indirect tax 
landscape riddled with tax 
laws that vary by product 
type, country, province, state 
and even city. 

The sheer speed and 
volume of  changes to 
indirect tax and VAT laws 
(also known as transaction 
tax, value added tax, GST, 
and sales and use tax) 
are impossible to keep up 
with without some kind of  
automation. For businesses 
that have to collect this tax 
on behalf  of  government, 
VAT/GST changes directly 
impact the operational 
resources required to 
achieve compliance. 

New or higher taxes will 
have an obvious impact 
on the consumer, but the 
impact on businesses 
is often overlooked. 
Whether it’s an increase, 
a decrease or a brand-
new tax, each change 
represents a significant 
operational and cashflow 
outlay for businesses that 
must implement it. As 
governments continue to 
tinker with indirect taxes to 
address budget shortfalls, 
a business’s best response 
is to ensure its indirect tax 
operations are running as 
efficiently as possible. 

doing business in Brazil 
routinely has to deal with 
as many as 10 tax law 
changes in a given week. 

* In emerging markets, 
indirect tax systems are 
evolving quickly. India 
is set to implement a 
new GST. China is in the 
process of  replacing its 
business tax on services 
with broader-based VAT 
through a series of  pilots. 
Malaysia also has GST on 
the agenda.

European tangle
While there is a general 
trend to increase VAT 
worldwide, the situation in 
Europe is not so clear-cut. 

Some European states 
are relying on higher VAT 
rates. Hungary has the 

highest VAT rate in the EU 
with 27%; Croatia, Sweden, 
Norway and Denmark are 
at 25%. In September 
2012, Spain hiked its VAT 
rate from 18% to 21%. 
And Croatia, Cyprus, the 
Czech Republic, Finland, 
the Netherlands, Norway, 
Serbia, and Slovenia have all 
lifted their VAT rates. 

Yet some European 
countries are bucking the 
global trend, choosing not 
to increase VAT and even 
lowering it to stimulate 
their economies. 

Latvia cut VAT by 1% 
in July 2012. In summer 
2012, France cancelled an 
increase in its standard 
rate from 19.6% to 21.2%, 
although the standard rate 
is scheduled to increase to 

▌▌▌EACH TAX CHANGE REPRESENTS A SIGNIFICANT 
OPERATIONAL AND CASHFLOW OUTLAY FOR 
BUSINESSES THAT MUST IMPLEMENT THAT CHANGE

Sales tax snowballs
Globalisation and constant changes to VAT/GST regimes are adding to the tax complexity 
burden. Charlotte Rushton of Thomson Reuters considers how businesses should respond

INDIRECT TAX COMPLIANCE
Calculating and determining taxes is not as simple 
as it might sound. Each transaction has unique 
characteristics that affect the specific tax rates 
applied depending on who, what, where, when, why 
and how the exchange was made. A business can face 
multiple, overlapping tax-collecting jurisdictions and 
tangled rules based on the type of business, location, 
nexus, or where the products and services will 
ultimately be used. 

In the US, for example, the average mid-sized 
business with a presence in all 50 states needs to file 
around 5,400 returns and process 5,400 cheques to 
tax authorities (of  which there are over 13,000) a year; 
that’s 450 returns and 450 cheques a month, or 15 
returns and 15 cheques a day. Yet the process can’t 
be spread out over the month but happens in three 
required payment periods each month.
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FOR MORE INFORMATION:

2013 Benchmark Survey on VAT/GST by KPMG at 
http://tinyurl.com/kpmgVATsurvey

www.tax.thomsonreuters.com

automation alone isn’t 
enough, especially if  you 
automate errors. 

Tax domain experts 
provide the multidisciplinary 
expertise in tax law, 
tax policy, research 
and audit to ensure the 
highest level of  service 
to a business. Smaller 
businesses especially 
may lack qualified tax 
professionals experienced 
in all the processes required 
to achieve and maintain 
the highest degree of  
compliance and often 
choose to outsource this 
function entirely. 

Whatever approach a 
business takes, whether to 
keep it in-house, outsource 
it or use a hybrid model, it 
needs to build a team of  
tax domain experts that can 
help the business navigate 
through changes or growth. 

Best practices and best 
processes ensure that 
a company can achieve 
streamlined compliance 
across the complete tax 
lifecycle – everything 
from tax determination 
and return preparation to 
rapid reconciliation and 
preparation of  audit reports. 
As compliance requirements 
change, a company can 
automatically be kept up 
to date. 

While every aspect 
of  a company should be 
optimised, focusing efforts 
on indirect tax management 
is increasingly becoming a 
top priority for savvy finance 
departments. ■

Charlotte Rushton is 
managing director Asia 
Pacific and EMEA for the tax 
and accounting business of 
Thomson Reuters

20% in January 2014. Italy 
continues to delay a 1% VAT 
rise with the most recent 
postponement being until 
October 2013.

Tax best practice 
Progressive finance 
departments looking to 
thrive in the wake of  the 
recession know that an 
integrated approach, in 
which their technology, 
people and processes 
work seamlessly, is key 
to optimising their tax 
management process. 

The first step to seamless 
integration is centralised 
technology. Consolidating 
tax management technology 
across multiple business 
systems eliminates 
manual tax determination 
processes. In addition, it 
creates a hub from which 
domain experts can set 
tax rules and establish 
corporate tax policies and 
best practices centrally, 
automatically disseminating 
them across the company 
from a single source. This 
improves accuracy and 
reduces workload, providing 
the company with greater 
compliance at a lower cost. 

Centralised technology 
effectively automates 
the tax compliance 
process for efficiency 
and should integrate with 
corporate finance and 
accounting applications 
for sales, purchasing, 
payment processing and 
resource planning. 

Also, with a myriad of  
software delivery models – 
from software as a service 
(SaaS) or on-premise 
– businesses can now 
choose whichever model 
best suits their needs. But 

▲ ONE-WAY TRAFFIC
Most US sales tax changes 
in Q2 2013 raised rates or 
levied new taxes
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Remote working: is it a panacea?
Working from home can boost productivity and the flexibility is a boon, yet there are trust 
and loyalty issues at play, and employees miss out on face-to-face brainstorming sessions

The trend of working from 
home (WFH) is not new. For 
years, this concept where an 
employee elects to work in 
a home instead of an office 
location – mutually agreed 
to both by management 
and employee – has been 
practised in various fields. 
These include customer 
service positions, self-
employed small businesses, 
and jobs that constantly 
require an employee being 
on the move such as sales 
and marketing.

WFH first took off  in the 
US, but evidence has shown 
that WFH is also growing in 
developing nations in Latin 
America, Asia and the Middle 
East. A Reuters report citing 
an Ipsos/Reuters poll in 
January 2012 suggested that 
about one in five workers 
around the globe, particularly 
employees in the Middle 
East, Latin America and Asia, 
partially work from home 
frequently and nearly 10% 
work from home every day.

But while the concept of  
WFH has had a following, 
it also brings to focus 
several negative issues that 
companies have to contend 
with, including cases 
of  indiscipline and non-
performance of  the home 
worker and abuses of  home 
working privileges.

In March 2013, the 
WFH concept got a black 
eye when tech and media 
giant Yahoo! decided to 
end its long-implemented 
WFH programme: it was 
revealed through a leaked 
memo that its CEO, Marissa 
Mayer, ruled that staff  could 
no longer work from home 
from June 2013, and that 
employees who work from 

home must comply without 
exception or quit.

Mayer received a 
barrage of  brickbats for 
her decision, as well as 
high-profile criticism, from 
luminaries such as British 
billionaire Richard Branson 
to WFH advocacy groups like 
Working Mother. 

So is there a case for 
WFH? If  so what are the 
factors to consider when 
implementing a WFH 

programme? And are there 
best practices, given that the 
world is more globalised yet 
also decentralised?

According to Sally 
Raj, country manager of  
recruitment consultancy 
Robert Walters Malaysia, 
working from home is most 
conducive for independent 
or individual contributors to 
an organisation. She says 
there are some roles that do 
not require working in teams 
such as IT support functions 
or technical support, which 
can be handled remotely. 

'This also works for 
admin support work such 
as contract management, 
financial specialist/service, 
proposal writing or editorial,' 
she says. 'Working from 
home is made easier these 
days with the advancement 
of  technology, such as cloud 
storage and data computing.'  

Raj says that one of  
the biggest benefits of  a 
properly administered WFH 
policy is that IT may not only 

improve the productivity of  
the staff  but also innovation 
gained from certain lines 
of  businesses. 'We agree 
that working from home 
can improve productivity. 
When employees are within 
the confines of  their own 
comfort, they perform better. 

'WFH also means 
fewer office interruptions, 
allowing employers to be 
more focused. However, 
WFH is not as conducive 

to innovation as critical 
face-to-face interaction with 
colleagues is cut off, which 
means fewer brainstorming 
sessions or idea-generation 
opportunities.'

On the flip side, Raj says 
that the disadvantages could 
include a lack of  loyalty to 
the organisation. She says 
WFH employees might not 
feel a sense of  belonging, 
and the absence of  a team 
environment will also cut 
down social interaction and 
that professionals working 
from home may also not be 
receptive to changes in the 
company due to the lack of  
face-to-face communication.

Benefits vs hindrances
Microsoft Malaysia head of  
communication Leigh Wong 
says when the software 
company rolled out its 'New 
World of  Work' office design 
concept in Singapore, the 
results of  an employee 
survey revealed some very 
encouraging results. 

New World of  Work allows 
employees to work anywhere 
in the office by using a 
PC, handset, webcam or 
smartphone – no-one has an 
assigned desk, and managers 
do not have private offices. 

'Fifty four per cent of  
employees reported an 
increase in productivity 
levels; 49% confirmed 
they collaborate more with 
their colleagues and 77% 
reported an improvement in 

their working environment 
over the previous one.

Additionally, Wong says 
that, according to a study 
commissioned by Microsoft 
and conducted by Vanson 
Bourne, the impact of  flexible 
working goes far beyond 
employee satisfaction.

'Seventy three per cent of  
surveyed workers think their 
lives would improve if  they 
could work more flexibly, 
while four in 10 employees 
said the option of  flexible 
work would influence their 
decision to accept a new job.'

Similarly, DiGi 
Telecommunications, a local 
telecoms operator, notes its 
mobile working policy, put in 
place in 2009, has yielded 
empowerment and flexibility 
in the way employees pursue 
their roles. 'Part of  being 
a communications and an 
internet company means 
we have the means and the 
infrastructure to enable our 
employees to be mobile 
and work from anywhere, 

▌▌▌'TO PREVENT ISOLATION FROM THE REST OF THE 
BUSINESS WHEN WORKING FROM HOME, ALWAYS KEEP 
OPEN LINES OF COMMUNICATION WITH MANAGERS'
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HOW TO WFH SUCCESSFULLY
Here are some best practices for Working From Home* (WFH):

* Make appointments: by booking time, you ensure your co-workers will be prepared.

* Stay focused when on conference calls and keep multitasking to a minimum.

* Stay online as much as possible. If  you are not online, it is likely that people may 
think you are not working – even if  you are. Respond quickly to email and your 
colleagues will know you are being productive.

* Establish a schedule. Keep WFH hours similar to those you would keep at an office. 
Your manager, co-workers and customers appreciate knowing when you are available. 

* Be present. Check in with your team regularly throughout the day and be 
responsive to their questions and comments. 

* Focus on objectives. Work with your manager to define clear goals and objectives 
against which your performance can be measured.

* Tell your team and your boss when you work from home. Enter WFH days into your 
calendar, so that others do not book physical meetings with you on those days.

*Source: Microsoft Malaysia

including from their homes,' 
a DiGi spokesperson says 
in an email response. 'Apart 
from a few roles which 
aren’t mobile by nature 
(for example, core support 
services), this policy is open 
to all employees.'

Best practices
Still, the issue of  WFH is 
a tricky one to balance as 
organisations would need to 
evaluate if  there are sections 
of  the workforce that can 
be segregated to WFH. 
Complementing this would 
be a need for comprehensive 
guidelines and rules, 
which both employees and 
management must agree to.

Robert Walters’ Raj says 
an organisation needs to set 
strict guidelines on the dos 
and don’ts of  WFH. 

'Even when a WFH policy 
is practised, there is still the 
need for WFH employees to 
regroup weekly or once in 
two weeks in the office to 
ensure everyone is informed 
of  the latest developments 
and policies. Also, to prevent 
isolation from the rest of  the 
business when working from 
home, always keep open 
lines of  communication with 
managers and co-workers.'

Microsoft Malaysia’s 
Wong concurs and adds that 
management and employees 
would need to discuss 
working styles upfront and 
keep good communication 
– whether through online 
chats, phone calls or email, 
as the key to successful 
flexible working is good 
communication. 

'There is a need for all 
employees to be open and 
transparent about their 
whereabouts, what they are 
doing and where they will be,' 
Wong explains. 'Make sure 
they have physical meetings 
regularly and co-ordinate 
when they will spend time 
at the office together. Lastly, 
take time to check in with 
each other regularly so they 

can keep improving their 
working relationship.'

As for DiGi, managers 
are given some latitude as 
to how they govern WFH 
within their teams, with the 
clear understanding that 
performance and delivery 
of  work is prioritised. 
'Additionally,' says the DiGi 

spokesperson, 'employees 
are expected to be 
available for face-to-face 
discussions and meetings 
with colleagues whenever 
needed, ensure they are 
always contactable online 
and offline, and as far as 
possible proactively plan 
their time away from the 

office with their managers 
and team members. 

'Over and above 
everything, it is broadly 
understood that this is a 
privilege, not a right – and 
hence it is subject to rules 
and guidelines.' ■

Edwin Yapp, journalist
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also allowed for professional 
practice, namely chartered 
accountants (regulated 
under the Accountants 
Act 1967), advocates and 
solicitors (regulated under 
the Legal Profession Act 
1976, Advocates Ordinance 
of  Sabah and Advocates 
Ordinance of  Sarawak), and 

secretaries (regulated under 
the Companies Act 1965). 

Creating awareness
To create awareness among 
the business community 
and professionals, CCM has 
been conducting several 
seminars and roadshows 
over the last few months. In 
June one such seminar was 
jointly organised by CCM 
and ACCA Malaysia. 

Held at CCM offices in 
Kuala Lumpur, the workshop 
was carried out by its 
corporate development 
and policy division senior 
executive Jegatheesan 
Govintharaj and section 
head Norhaiza Jemon.  

The seminar, attended 
by 65 participants, covered 
the features of  the LLP in 
Malaysia and registration 
guidelines, as well as the 
duties of  the partners and 
compliance officer, and 
compliance requirements. 

A key feature of  the 
LLP is that it offers limited 
liability to its partners 
whereby any debts and 
obligations will be borne 
by the assets of  the LLP. 

Since the Companies 
Commission of Malaysia 
(CCM) began accepting 
registrations for limited 
liability partnerships (LLPs)  
in February, some 500 
businesses have adopted 
this new form of business 
vehicle. 

According to CCM, 
14 of  these LLPs are the 
result of  conversions made 
from general partnerships, 
while one is from a private 
company. Of  the new LLPs, 
the majority are from the 
food and drink, education, 
management consultancy, 
information technology and 
property sectors.

The main reasons, says 
CCM, that businesses 
are opting to register as 
LLPs include the ease of  
establishment, the limited 
liability status available to 
partners and the flexibility 
of  managing the business as 
a partnership, as opposed to 
managing a company under 
the Companies Act 1965 
which is stringent in nature, 
or a general partnership 
which does not provide 
limited liability status. 

Governed by the Limited 
Liability Partnerships Act 
2012, the LLP was enforced 
on 26 December last year. 
It is a new form of  business 
vehicle complementing 
the traditional options 
of  registering a business 
as a sole proprietorship, 
partnership or company. 

The LLP may be formed 
by a minimum of  two people 
(wholly or partly individuals 
or bodies corporate) for any 
lawful business with a view 
of  profit and in accordance 
with the terms of  the LLP 
agreement. Formation is 

A partner, however, will be 
jointly and severally liable 
for his own wrongful act or 
omission in the course of  
the business of  the LLP.  

There are also many 
fundamental differences 
between an LLP and a 
company. These include no 
issuance of  shares, flexibility 

in making decisions, no 
formal requirement for 
annual general meetings, 
no requirement to submit 
financial statements to 
the CCM, and the fact 
that accounts need not 
be audited.

One of  the features 
relating to the formation of  
the LLP is the appointment 
of  a compliance officer 
– who must be either 
one of  the partners or 
persons qualified to act 
as a secretary under the 
Companies Act 1965. The 
statutory duties of  the 
compliance officer include 
registering any changes 
in registered particulars 
of  the LLP, keeping and 
maintaining registers and 
records, and ensuring 
publication of  names.  

During the lively Q&A 
session, many participants 
took the opportunity to seek 
clarifications. Among the 
main concerns raised were 
the duties and liabilities 
of  the compliance officer, 
the duties and liabilities 
of  partners, registration 
matters, matters on 

LLP agreement, capital 
contribution, administration 
requirements under the act 
and tax-related matters. 

Negligence concerns
On the issue of  liability, for 
instance, one participant 
questioned the rationale 
for partnerships to convert 

to LLPs, given that a 
partner can still be liable 
in the event of  negligence. 
Responding to the question, 
Norhaiza said that although 
the concept of  the LLP 
is to give limited liability 
protection to partners, 
there should be a control 
mechanism that checks 
wrongful acts by a partner. 
‘A partner cannot make 
mistakes and get away with 
it,’ she said. ‘To maintain a 
standard of  care in carrying 
out their duties, especially 
in the case of  professionals, 
the provision [in the act) 
says that you are liable if  
you have been negligent.’

She stressed that it was 
up to businesses to decide 
if  they want to register. 
‘We’re not saying that the 
conventional partnership is 
now no longer relevant or 
the best business vehicle,’ 
she said. ‘Sometimes it is 
best for the business to be 
in the form of  a conventional 
partnership. It is up to the 
businesses to decide which 
one is the best way forward.’

One of  the more 
pertinent questions raised 

LLP: to opt or not? 
While the limited liability partnership may offer increased flexibility and other benefits, 
accountancy practices must also consider issues around negligence and funding

▌▌▌THE LLP OFFERS LIMITED LIABILITY TO ITS  
PARTNERS WHEREBY ANY DEBTS AND OBLIGATIONS 
WILL BE BORNE BY THE ASSETS OF THE LLP
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was the issue of  banking 
facilities made available to 
LLPs. While the CCM said 
that the Association of  
Banks in Malaysia (ABM) 
recognises the status of  
LLPs, this has yet to be 
filtered down to all banks 
and their respective 
branches. 

‘A lot awareness 
programmes need to be 
carried out with banks 
but as far as Association 
of  Banks in Malaysia is 
concerned, they recognise 

LLP and they have brought 
some anchor banks on 
board and have told them 
that banking facilities should 
be extended to LLPs. The 
challenge is that some 
branches are not even 
aware that LLPs exist, so we 
have received complaints 
from LLPs saying that they 
cannot open bank accounts,’ 
Norhaiza said, adding that 
businesses that encounter 
such difficulties should file a 
complaint with the ABM.  

Speaking to Accounting 

and Business after the 
seminar, Lock Peng Kuan, 
partner and coleader 
for audit and assurance 
at Baker Tilly Monteiro 
Heng, confirmed that 
the firm has had several 
discussions internally on 
the possibility of  converting 
to an LLP. Lock, who is 
also the chairman of  the 

ACCA Malaysia public 
practice committee, said 
that there are several 
issues that need to be 
considered in the event 
that an audit firm decides 
to convert to an LLP, 
one of  which concerns 
capital expansion. 

A question of  funds
Lock pointed out that 
one of  the predicaments 
faced by audit firms is the 
ability to raise funds. ‘It 
is not possible to issue 
shares in the LLP to offer 
to any potential investor, 
as non-accountants are 
not allowed to be partners 
of  an LLP formed for 
professional practice. By not 
allowing a body corporate 
to be a partner, it doesn’t 
solve the issue for capital 
expansion,’ he added. He 
noted that conversion might 
also lead to an increase 
in operating costs as 
compared to a conventional 
partnership, due to the 
requirements of  paperwork 
and the costs of  engaging a 
compliance officer.

On the plus side, Lock 
pointed out that the 
LLP allows for natural 
succession, whereas in the 
traditional partnership any 
change of  partners would 
constitute a new partnership 
relationship. But perhaps 
the most compelling 
argument for conversion 
is, he believes, the legal 
status of  the LLP and 
the cap on liabilities of  
individual partners. ‘Being 
in a profession in which 
personal liability is always 
a concern, this could 
be the most important 
determining factor in 
deciding on a conversion.’ ■

Sreerema Banoo, journalist

FOR MORE INFORMATION:

‘Getting in on the act’, AB.MY, April 2013:  
www.accaglobal.com/ab17 
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its strategy over the past 
year, as well as how it intends 
to do so in the future.

Helen Brand, ACCA chief  
executive, said: ‘Through 
ACCA’s integrated report, 
we are identifying and 
communicating the value 
of  ACCA as an organisation 
and through our members. 

‘Following feedback from 
our stakeholders, we have 
made this year’s report more 
concise, while improving the 
quality of  disclosure. We 
have paid more attention to 
reporting on our business 
model, our risks and our view 
of  the future outlook for the 
profession and for ACCA.’

ACCA’s annual report 
for 2012/13 has been 
published, using for 
the second year the 
International Integrated 
Reporting Council’s (IIRC) 
draft framework.

The framework is centred 
on material information 
about strategy, governance, 
performance and prospects 
that reflect the commercial, 
social and environmental 
context within which an 
organisation operates. 

The report focuses on 
ACCA’s long-term value 
creation process, providing a 
comprehensive view of  how 
ACCA created value through 

ACCA publishes integrated report
By focusing on ACCA’s long-term value creation process, the annual report provides a 
succinct snapshot of exactly how ACCA created value through its strategy last year

CPD KEEPS YOU COMPETITIVE!
There are many different learning methods available for you to complete your CPD 
requirement. A number of flexible and interactive CPD activities can be found online at 
My Development – www.accaglobal.com/cpd. You’ll find articles, podcasts, webinars, 
face-to-face courses, research and qualifications which could count as verifiable CPD.

CPD need not be expensive – in fact, it can be free. You could attend the free webinars 
at our online Accounting for the future conference (14-18 October, www.accaglobal.com/
accountingforthefuture) or read the CPD articles in this magazine and complete the 
multiple-choice questions online. E-learning courses are also available from as little as 
£30, while our IFRS technical webinars (http://tinyurl.com/p5hyeec) are only £25.

Finally, you may have recently carried out a learning activity and wondered if  you can 
use this as verifiable CPD. If  so, you should ask yourself  the following: was the learning 
activity relevant to your career, can you explain how you will apply the learning in the 
workplace, and can you provide evidence that you undertook the learning activity? If  you 
can answer ‘yes’ to all three questions, then yes, you can!

FOR MORE INFORMATION:

Read the report at http://annualreport.accaglobal.com

Dr Yang Zhiguo, deputy secretary general of the 
Chinese Institute of Certified Public Accountants 
(CICPA), delivered a presentation on listing companies 
in the USA at an ACCA Beijing roundtable in August.

Yang shared his research findings on stocks of  
Chinese companies listing on Nasdaq and the New 
York Stock Exchange, the reasons why many were 
suspended in 2011 and the impact on the overseas 
operation of  Chinese enterprises as well as on the 
Chinese accountancy and auditing profession. He also 
discussed the lessons that Chinese enterprises and 
auditors should learn.

EVENT FOCUSES ON US MARKET

▲ TALKING POINT
Jordan Yu, ACCA Beijing head (L) with Dr Yang Zhiguo
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Sukanta Dutt, EY managing 
partner, global risk 
management infrastructure; 
Audit Oversight Board 
(AOB) executive chairman 
Nik Mohd Hasyudeen 
Yusoff; Paul Chan, founding 
board member and deputy 
president at the Malaysian 
Alliance of  Corporate 
Directors; and Chari TVT, 
CFO at Celcom Axiata.

‘Market will dictate’
In response to a question on 
how the perception of  audit 
can be corrected, Sukanta 
painted a scenario of  two 
companies going to the 
market to secure borrowings. 
‘One company has an audit, 
the other is without an 
audit… the cost of  borrowing 
will reflect the value of  the 
audit itself. So even if  the 
day comes when audit is 
not mandatory, the market 
will dictate when an audit 
is required.’ 

Chan noted that it 
is vital to communicate 
that the cost of  an audit 
is not disproportionately 
unreasonable compared 
with the value the company 
can derive from the audit 
services provided. The 
carrot approach – that 
quality audits enhance the 
assurance and reliability 
of  the report to attract 
potential investors, thus 
increasing shareholder 
value – is preferred, rather 

It’s a point that’s been 
reiterated time and again 
– most recently at a forum 
organised by ACCA and 
the Malaysian Institute of 
Accountants (MIA). Entitled 
‘The value of quality audit’, 
the event brought together 
around 100 investors, 
businesses, auditors and 
regulatory bodies.

In his welcome address 
MIA vice president – now 
president – Johan Idris 
said that, while there can 
be differing views on the 
definition of  quality, what is 
clear is that shareholders, 
company directors, audit 
committee members and 
regulators unanimously agree 
that quality external audit is 
fundamental to business and 
capital market confidence.  

While the global financial 
upheaval has raised 
questions on the value of  
large company audit and the 
burden on small businesses, 
ACCA Malaysia country head 
Jennifer Lopez said that the 
question of  whether audit 
is necessary has never been 
asked. ‘And that’s because it 
is necessary,’ she explained 
in her opening speech. 

But she noted that an 
ACCA survey conducted in 
the UK and Ireland revealed 
that 69% of  investors had 
become more sceptical 
about company-provided 
information, 63% believed 
that management has too 
much discretion and 41% 
wanted auditing extended to 
quarterly reports. 

These issues were later 
examined during the panel 
discussion moderated by 
Chiew Chun Wee, ACCA 
head of  policy, Asia Pacific. 
Panelists included Johan; 

than the stick approach 
where audit is mandatory by 
regulation, he suggested. 

Chari said that while cost 
is a key consideration for any 
company, audit should not be 
viewed as a ‘necessary evil’. 
‘To us, it’s an important part 
of  what we do and it gives 
the shareholders, board, 
audit committee and all the 
key stakeholders substantial 
assurance that the financial 

statements represent the 
true and fair state of  the 
business,’ he said. He 
suggested that the audit 
should add value by focusing 
more on the operational and 
strategic side of  the business 
and not just look at the 
financial side in isolation.

Underscoring the fact 
that audit is fundamental 
to business and capital 
market confidence, Nik 
Hasyudeen said that without 
the presence of  audit, 
capital markets would 
find it difficult to attract 
investment. ‘We have seen 
the impact on investors 
when there is an audit 
failure. So imagine a market 
without audit... the level of  
trust and confidence will not 
be there and I’m not sure if  
we can attract investment to 
the capital markets.

‘The board of  directors 
should consider audit as 
part of  the company’s 
overall governance 
framework and be mindful 
of  the downside risk of  

a bad audit. This is more 
important for companies 
that are operating in a 
high-risk environment. When 
considering audit proposals, 
boards should understand 
how audit helps to mitigate 
some of  those risks and 
price the value accordingly.’

Johan pointed out that 
the value of  audit is deeply 
intertwined with its quality, 
adding that a compromise 

on quality will lead to a 
diminished benefit. 

New framework
Audit quality is also the topic 
of  a recent consultation 
paper, A Framework for 
Audit Quality, from the 
International Auditing 
and Assurance Standards 
Board (IAASB). Sukanta, a 
member of  the Auditing and 
Assurance Standards Board, 
gave an overview. 

The main objectives of  
the framework, he said, 
are to raise awareness, 
encourage stakeholders to 
explore ways to improve 
quality and facilitate greater 
dialogue. The proposed 
framework describes the 
input and output factors that 
contribute to audit quality at 
the engagement, audit firm 
and national levels.  

Elaborating on the 
importance of  values, ethics 
and attitudes, Sukanta said 
that, at the firm level, these 
characteristics should be 
promoted as essential to 

Understanding audit quality
The audit profession has reached a critical point as it seeks to build credibility and instil 
business and capital market confidence, delegates at an ACCA-MIA forum heard

▌▌▌’WE HAVE SEEN THE IMPACT ON INVESTORS 
WHEN THERE IS AN AUDIT FAILURE. SO IMAGINE 
A MARKET WITHOUT AUDIT’
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audit quality, with a strong 
tone coming from the top. 
‘Audit quality,’ he added, 
‘should not be a function of  
fees. If  the fee is inadequate, 
don’t do the audit. The 
excuse that the audit quality 
is poor because the fee was 
low is just not acceptable.’ 
Professional scepticism 
and sound judgment should 
be exercised as part of  
the audit methodology, 
not bolted on separately.
Critical to audit quality, he 
concluded, is the involvement 
of  the entire financial 
reporting ecosystem. 

Johan concurred, adding 
that ‘high-quality financial 
reporting and auditing can 
only be maintained if  all 
stakeholders in the financial 
reporting ecosystem are 
able to effectively respond 
to the challenges of  the 
ever-changing business 

landscape, exerting efforts in 
implementing international 
standards while continuing 
to uphold professional values 
and ethics’.

Johan conceded that there 
has been little guidance to 
help businesses understand 
the quality of  audit service 
provided to them, and this 
compounded the gap in 
expectations regarding audit 
between the business and 
investor communities. 

Clarifying misconceptions 
around the distinction 
between the role of  financial 
statement preparers and 
auditors, Johan said that 
often stakeholders and 
preparers expect auditors 
to be responsible for 
a company’s financial 
statements. ‘This perception 
must be corrected,’ he said. 
The MIA, he added, has 
set up a taskforce to create 

awareness and communicate 
the true value and benefits 
of  audits in order to increase 
positive market perception of  
audit and assurance services.

Asked why the value of  an 
audit is not fully appreciated, 
Sukanta said that ‘locally, the 
value has unfortunately been 
defined through a mandatory 
legal requirement for audit 
rather than the need for an 
audit’. He added that the 
profession has not helped 
itself  either, by sometimes 
competing on fees rather 
than on service quality.  

That the audit report 
itself  may need to evolve is 

a point that panel members 
did not discount. 

‘Auditors have intimate 
knowledge of  a company; 
they look at the numbers 
and they know where the 
strength of  the company 
lies,’ said Johan. ‘So perhaps 
audit reports need to 
change from a boilerplate 
type covering just two to 
three pages to one that 
reports on the significant 
issues identified so that 
shareholders will be able to 
appreciate what auditors are 
looking at.’ ■

Sreerema Banoo, journalist

▲ TALKING POINT
(L to R) Nik Mohd Hasyudeen 
Yusoff, executive chairman, 
Audit Oversight Board; 
Chiew Chun Wee, ACCA 
head of policy, Asia Pacific; 
Paul Chan, founding board 
member and deputy president, 
Malaysian Alliance of 
Corporate Directors; and Chari 
TVT, CFO, Celcom Axiata 

▲ WORDS OF WELCOME
In his opening address, Johan 
Idris spoke of the need for 
unanimity among stakeholders

◄ THE NEXT STEP
Sukanta Dutt, managing 
partner, quality and risk 
management, EY, presented 
the IAASB’s consultation 
paper on audit quality

FOR MORE INFORMATION:

The ACCA report, Understanding investors: directions for 
corporate reporting, is at www.accaglobal.com/reporting

A Framework for Audit Quality is at http://tinyurl.com/
ifac-audit
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A stake in the future 
By becoming a workplace mentor you can contribute to the future of our profession, at 
the same time enhancing your own knowledge, says Datuk Zaiton Mohd Hassan

Global results for ACCA revealed 
that a record number of students 
around the world successfully 
completed their final exams in June 
2013. I was just as pleased to note 
that more than 7,700 students have 
completed all the exams needed for 
their professional Qualification. This 
is a further increase on the previous 
record numbers in December 2012, 
enabling these students to take 
the next step to ACCA membership 
upon completion of their practical 
experience requirements (PER). 

This is an exciting milestone for 
our ACCA graduates as they embark 
on their careers with enthusiasm for 
a promising future. I am sure that all 
ACCA members are familiar with this 
journey; the euphoria of  passing 
exams and anticipation of  building a 
name in the industry. 

I recall with great fondness 
the start of  my own journey as a 
qualified ACCA professional. Many 
years have passed since then, 
and today I have gained over 30 
years of  professional experience. 
Over the years, I have come to 
realise the integral role that ACCA 
members play in the development 
of  future accountancy professionals, 
as well as the financial and 
capital markets. 

As experienced professionals, 
we are in the best position to 
guide and nurture the next 
generation of  finance leaders. 
After all, we have experienced 
what ACCA students and trainees 
are going through in their journey 
towards membership. Who better 
than us to understand their difficulties 
and struggles? 

Thus, I urge my fellow ACCA 
members to take up mentorship as 
an avenue to contribute to the future 
of  our beloved profession. Your role 
as a workplace mentor is central to a 
trainee completing his or her practical 
experience requirements and achieving 
ACCA membership. Beyond that, 
we have the responsibility to 

help them understand and be more 
comfortable to handle the duties and 
responsibilities that will be expected of  
them in the future. 

Being a workplace mentor 
doesn’t take as much time as you 
might think, and the role could 

fit into your current appraisal 
process. Not only will you gain 
personal satisfaction in seeing 
the results of  your involvement 
through the improved skills 
and performance of  your 
trainee, but by becoming 
a workplace mentor you are 
sending out a clear message to 
your team members that you 
are committed to their learning 
and development. 

In addition, as an ACCA 
member, any new skills you 
gain in order to undertake your 
mentoring role may count towards 
your continuing professional 
development (CPD).

I always believe that mentors 
learn just as much as those 
they assist, hence it becomes 
a privilege to mentor. To quote 
the popular advice: ‘You make 

a living by what you get; you 
make a life by what you give.’

Regardless of  the stage you 
are at in your career, mentoring is 
a rewarding investment to commit 
to. ACCA is happy to support 
workplace mentors in various 
ways, from ezines to providing 
practical and interesting articles 
to help you guide, inform and 
encourage your trainees. ■

Datuk Zaiton Mohd Hassan is 
president of the ACCA Malaysia 
Advisory Committee. She was 
also elected vice president of the 
Malaysian Institute of Accountants 
(MIA) in July.

FOR MORE INFORMATION:

For more on the record results, go 
to: http://tinyurl.com/resultsjune
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FORUM FOCUSES ON 
WOMEN IN LEADERSHIP
Head of  ACCA Malaysia 
Jennifer Lopez moderated 
an intense discussion about 
improving diversity in the 
boardroom at the Optimising 
Work-Life Conference in July. 

Joined by panellists 
Datin Teh Ija Mohd 
Jalil, executive director, 
corporate resources, 
Securities Commission 
Malaysia and Tengku Nurul 
Azian Tengku Shahriman, 
director of  education 
and SRI-human capital 
development at PEMANDU, 

the discussion explored 
the key challenges faced 
in achieving a more 
balanced gender ratio in the 
boardrooms of  Malaysia. 

The conference was 
organised by Talent 
Corporation Malaysia 
(TalentCorp) in conjunction 
with the launch of  the 
FlexWorkLife.my website, 
an initiative of  TalentCorp 
and the Ministry of  Women, 
Family and Community 
Development. This new 
web portal aims to raise 
awareness of  gender 
diversity and inclusion in 

◄ FLEXIBLE THINKING
Head of ACCA Malaysia Jennifer Lopez (centre) moderated a 
discussion on gender diversity in Malaysia’s boardrooms with 
PEMANDU’s Tengku Nurul Azian Tengku Shahriman (left) and 
Datin Teh Ija Mohd Jalil of Securities Commission Malaysia

Board diversity in the spotlight
ACCA Malaysia head moderates discussion on improving women’s leadership 
opportunities, while latest MoU with UTAR extends options for students and staff

the workforce through a 
repository of  best ideas and 
practices on flexible work 
arrangements and family-
friendly facilities. 

ACCA RENEWS UTAR PACT
ACCA and Universiti Tunku 
Abdul Rahman (UTAR) 
signed a memorandum of  
understanding (MoU) in 
August, renewing a pact that 
was first made in 2006 and 
again in 2010. 

Under this latest MoU, 
UTAR will continue to ensure 
that the syllabi of  its four-
year Bachelor of  Accounting 
(Hons) programme as well 
as its three-year Bachelor 
of  Commerce (Hons) 
Accounting degree, offered 
at the Bandar Sungai 
and Perak campuses 
respectively, are aligned 
with the requirements of  the 
ACCA Qualification.  

With this, students 
studying for UTAR’s 
Bachelor of  Accounting 

(Hons) programme will 
be granted conditional 
exemption by ACCA for nine 
papers in the Fundamental 
level of  examinations, which 
enables them to pursue 
the ACCA Qualification in 
their fourth year of  study 
concurrently with their 
degree. This exemption of  
nine papers is also granted 
to graduates of  UTAR’s 
Bachelor of  Commerce 
(Hons) Accounting 
programme, whereupon 
they can register directly 
for the Professional level 
papers of  the ACCA 
Qualification on graduation.

ACCA’s support 
is also extended to 
lecturers and staff  at 
the university in the 
form of  continuous 
professional development 
programmes and train-
the-trainers workshops 
for lecturers, as well as 
connecting them to ACCA’s 
educators’ network. ■
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ACCA conference

ACCA’s annual online 
conference, Accounting 
for the future, will be 
held on 14-18 October. 
The free, five-day event 
brings together finance 
professionals from around 
the world to discuss 
the challenges and 
opportunities facing the 
finance profession now and 
in the future.  

Using a range of  live 
webcasts and videos, 
finance leaders and experts 
will share the latest insights 
on how businesses and  
the corporate sector  
can maximise the value  
they deliver. 

This year’s topics 
include risk management, 
corporate culture, reporting 
for investors, finance 
transformation, the role 
of  the CFO, future career 

pathways, technology  
trends and SME growth.

Those registering for the 
event will gain exclusive 
access to online practical 
sessions that can contribute 
towards their verifiable CPD. 
All the conference content 

will also be made available 
on demand.

Last year more than 
16,000 people registered for 
the conference.

To register or find out 
more visit www.accaglobal.
com/accountingforthefuture

Members are invited to join ACCA’s annual online conference to 
discuss current and future challenges facing finance professionals 
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and 428,000 
students throughout 
their careers, 
providing services 
through a network 
of  89 offices and 
active centres. 
www.accaglobal.com 
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▲ SOUND AND VISION
Content will also be available on demand to those registering

NEW ACCOUNTANCY FUTURES JOURNAL
The latest edition of ACCA’s research  
and insights journal Accountancy  
Futures is now available online and for 
iPad download.

Interviewees include British Airways 
CEO Keith Williams on moving from 
the CFO role into the top job, and Shell 
accounting chief  Paul Morshuis on how 
layer upon layer of  regulation is affecting 
the role of  finance professionals.

Former Canadian prime minister 
Paul Martin talks about the benefits for 
communities of  good financial practice, 
while Infosys veteran TV Mohandas Pai 
talks about the growth of  the accountancy 
profession in India.

Other issues covered include integrated 
reporting, SMEs, audit, finance functions, 
sustainability, the public sector, public 
value and economic developments.

Read or download the journal at  
www.accaglobal.com/futuresjournal

7,700
Number of  
ACCA students 
successfully 

completing their final 
exams in June 2013 – a 
record figure.

www.accaglobal.com/futuresjournal
www.accaglobal.com/accountingforthefuture
www.accaglobal.com
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 GOOD FORM 
SHOULD YOUR FIRM REGISTER AS AN LLP?
OPINION MENTORS ARE VITAL FOR THE PROFESSION
PEOPLE PROS AND PITFALLS OF TELECOMMUTING
TECHNICAL IMPAIRMENT OF ASSETS

STELLAR CAREER 
DELOITTE MALAYSIA’S COUNTRY MANAGING PARTNER

SPONSORSHIP THE BIG FOUR DELVE INTO THE ARTS
DIGITAL IQ THE POWER OF TECHNOLOGY

MINING DISCLOSURES ON CONFLICT MINERALS
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Get verifiable cpd  
units by reading  
technical articles

A TOOL ORDER
WHY CEOs FIND THAT SUSTAINABILITY COMES IN HANDY

STEP IT UP
AUDIT QUALITY NEEDS IMPROVING, SAYS FORUM

AB

www.accaglobal.com/abcpd
www.accaglobal.com
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