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FINANCIAL CRIME MALAISE
Financial crime is a corporation’s Achilles heel. Bribery 
and fraud are a constant threat to all businesses, resulting 
in monetary losses as well as reputational damage. Most 
organisations across Asia are vulnerable and have fallen 
prey to such activities. A recent Deloitte Financial Crime 
Strategy Report based on conferences across the region 
revealed some key trends: the cost of non-compliance 
is rising, and there is a growing need for an analytical 

understanding of financial crime. The complexity of implementation of financial 
crime analysis and reporting is becoming a major issue for organisations. 

Surveys show that although Singapore fares better than many other regional 
economies in the fight against financial crimes, corporations are not immune to the 
problem. PwC’s 2014 Economic Crime Survey underlined that, far from receding, 
there is an increasing threat from financial crime today in the city state, with 24% of  
Singapore-based respondents having experienced some form of  economic crime in 
the previous two years compared with 19% in 2007 and 16% in 2005. In our feature 
on page 16, we look at the complexities involved in combating the problem. 

The trend is only likely to accelerate regionally. Increasing globalisation means 
many companies are looking beyond their domestic markets. And more than 60% 
of  Singapore-based companies have pursued opportunities in a market with a high 
level of  corruption over the past two years. Ultimately, the tone from the top on 
ethics and integrity will drive how employees behave and react to fraud or unethical 
practices. As regulatory requirements evolve, control processes must also keep up. 
Companies who fare better regularly review their controls for fraud risk to identify 
potential gaps and take action to improve and tighten processes.

Meanwhile, on page 12, Steven Phan, EY’s Asia-Pacific area managing partner, 
talks about how he is intends to strengthen the EY brand during his term of  service, 
and the importance of  celebrating team, as well as individualistic, achievements.

Sumathi Bala, Singapore editor, abeditor@accaglobal.com
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▲ ELECTION WIN
PDI-P party’s Joko Widodo, seen here on 
polling day, won the close-run presidential 
elections in Indonesia, one of the region’s 
emerging markets

▼ TIME FOR REFLECTION
Following the twin disasters of flights MH17 and 
MH370, Malaysia Airlines may seek to rebrand itself 
to regain customers’ trust. It has called for changes  
to international rules on where airlines can fly
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◄ TYPHOON TURMOIL
The biggest storm to hit 
southern China in 40 
years has killed 17 people, 
leaving businesses to count 
the cost of the damage

▼ ON TRACK
MTR Corporation has won the £1.4bn 
contract to run London’s Crossrail service 
from 2018. The Hong Kong-based metro 
operator beat British rivals to the franchise

▼ CAFFEINE FIX
Nespresso is eyeing coffee demand in Asia 
and China in plans to bring its ‘affordable 
luxury’ capsule system to the region

▲ OFF THE MENU
McDonald’s outlets in Beijing and Shanghai 
are not able to serve their flagship burgers 
after a key US supplier recalled products
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using a new online platform, 
designed to streamline 
processes. The SFC has 
also introduced more user-
friendly electronic versions 
of  the public and private 
disclosure forms for use with 
the new system. A system 
user guide is also available 
online. These changes aim 
to enhance efficiency and 
transparency through more 
timely dissemination of  
material information during 
an offer period. 

BUILDING BRICS
The emerging BRICS nations 
(Brazil, Russia, India, China 
and South Africa) have 
agreed on the structure of  
a US$50bn development 
bank – to be called New 
Development Bank – to 
provide low-interest loans 
to developing countries for 
infrastructure projects, and 
a US$100bn emergency 
reserve fund which member 
states can tap in cases of  
balance-of-payment crises. 
The countries’ leaders signed 
the agreement at the sixth 
BRICS summit in Brazil in 
July. While the currency pool 
will rival the International 
Monetary Fund (IMF), 
Brazilian president Dilma 
Rousseff  told reporters that 
the BRICS were not seeking 
to distance themselves from 
the US-based institution. 

AUDIT AGREEMENT
Officials from China and the 
US appear to have committed 
to cross-border audit 
inspections in a deal that 
could end a long-running 
dispute between the 
countries’ securities 
regulators. The first 
inspection of  a mainland 
Chinese audit firm is 
expected by the end of  2014, 
after protocols are agreed to. 
The deal was inked during 
talks held in Beijing in July, 
James Doty, chair of  the main 
US auditor watchdog, the 
Public Company Accounting 
Oversight Board, told Reuters. 

ONLINE EFFICIENCY
From 1 July, all Rule 22 
dealing disclosures to 
Hong Kong’s Securities 
and Futures Commission 
(SFC) must be submitted 

CARBON BACKFLIP
Living up to its pre-election 
promise, Australian prime 
minister Tony Abbott’s 
coalition government has 
abolished the carbon tax. 
Abbott has campaigned 
for years to rid Australia of  
a carbon-pricing scheme, 
introduced by Labor in 
July 2012, arguing that the 
tax is ‘toxic’, hurting both 
businesses and households. 
‘The carbon tax was a A$9bn-
a-year hit on the Australian 

economy. Australian 
businesses either had to 
absorb the costs or pass it 
on to the consumers,’ Abbott 
said. While some business 
groups welcomed the repeal, 
Labor leader Bill Shorten 
said it made Australia the 
first country to reverse action 
on climate change. 

GENTLER LANDING
While investors globally 
have regained their appetite 
for risk, concerns are 
rising about the prospect 
of  debt defaults in China, 
suggests the Bank of  
America Merrill Lynch Fund 
Manager Survey for June. 
A net 66% of  respondents 
expect the global economy 
to strengthen over the 
next year, though 36% 
think China is more of  a 
significant risk on investors’ 
horizon. However, at an 
economic conference in 
southern France in July, IMF 
managing director Christine 
Lagarde said that the IMF 
does not expect a ‘brutal’ 
slowdown in China. 

BANKS FEEL THE PINCH
Most multinational banks 
still see Asia as a high-
promise market, despite 
the challenges of  high 
staff  costs, compliance 
requirements and increased 
competition, according to 
a new KPMG report on the 
private banking sector in 
Hong Kong. Spotlight on 
Hong Kong’s banking sector 
highlights concerns over high 
cost/income ratios, which 
tend to range from 70% 
upwards, placing pressure 
on banks’ cost structures. 
Growth in the next two to 
three years is expected to be 

TR
EN

D
S

News round-up
BRICS nations to establish bank, Australia abolishes carbon tax, South Korea and China 
strengthen currency trading links, and EY leads on assurance services in Myanmar

ASIA PACIFIC GETS CONNECTED
Asia Pacific now accounts for half of the 
world’s mobile phone subscribers and will 
remain one of the fastest-growing markets, 
according to a new report by the GSMA. 

There were 1.7 billion unique mobile 
subscribers in the Asia-Pacific region at the 
end of  2013, accounting for half  of  the 3.4 
billion global subscriber base. The number of  
Asia-Pacific subscribers is expected to reach 
2.4 billion by 2020.

1.7BN 1.7BN

China, India, Japan and 
Indonesia account for 
three-quarters of  Asia-
Pacific’s subscribers – over 
a third of  the global total

Asia-Pacific

Rest of   
the world
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concentrated within Hong 
Kong and serving North-East 
Asian clients.

IFRS APPROACHES
Companies listed on the 
Singapore Exchange (SGX) 
will adopt a financial 
reporting framework 
‘identical’ to IFRS in 2018, 
the Singapore Accounting 
Standards Council (ASC) has 
announced. ASC chairman 
Michael Lim said that the 
ASC will continue working 
with the Monetary Authority 
of  Singapore and SGX on 
other related issues; these 
include whether and when 
to extend the new financial 
reporting framework to other 
entities listed on SGX such as 
real-estate investment trusts 
and business trusts, and the 
transition arrangements for 
entities seeking to list on 
SGX. ‘Singapore has long 
been an advocate of  a single 
global financial reporting 
language,’ said Lim. 

MEGA-BANK MUSCLE
Three of  Malaysia’s largest 
banks are in talks with a view 
to creating the world’s first 
Islamic mega bank. CIMB 
Group, RHB Capital and 
Malaysia Building Society 
have received Bank Negara 
Malaysia approval to start 
discussions. ‘We believe 
there is inherent value and 
that there will be many 
opportunities which will arise 
from this proposed merger,’ 
said Kellee Kam, group 
managing director, RHB 
Capital. Datuk Seri Nazir 
Razak, group chief  executive, 
CIMB Group, agreed that 
there is ‘a prima facie case 
for a value-creating merger 
between the three entities.’ 

ACCOUNTING CHANGES
China’s proposed new GDP 
accounting methodology, 
which would require the 
inclusion of  R&D expenditure 
in GDP calculations and 
stock options as employee 

TRENDS
WOMEN TO WAIT 75 YEARS FOR EQUAL PAY
In its recently released report, G20 and gender equality, Oxfam International urges G20 leaders to tackle gender 
inequality when they meet in Australia later this year. Referring to data from the World Economic Forum’s Global Gender 
Gap Report 2012, which surveyed 136 countries, the charity claims women’s pay won’t equal men’s for another 75 years.

WOMEN’S WAGES AS A PERCENTAGE OF MEN’S FOR THE G20 COUNTRIES

compensation, could be 
effective from next year, 
according to economists 
at Bank of  America Merrill 
Lynch. The approach reflects 
the updated international 
guidelines for national 
economic account in the 
2008 UN System of  National 
Accounts. Countries including 
the US, Australia, Canada 
and Korea have already 
implemented the changes. 

LINKS STRENGTHEN
South Korea and China will 
introduce direct trading 
between the won and the 
yuan and promote greater 
use of  the Chinese currency, 
following talks in Seoul 
between the countries’ 
leaders. Bloomberg reported 
that during the visit by 
Chinese president Xi Jinping, 
South Korea also won an 80 
billion yuan (US$12.9bn) 
quota for domestic investors 
to buy securities in China 
under the Renminbi Qualified 

Foreign Institutional 
Investor programme. The 
agreements will help South 
Korea become an offshore 
yuan centre and bring 
‘visible’ economic benefits, 
according to a statement 
issued by the Bank of  Korea 
and the finance ministry. 

DON’T BLAME FVA 
Fair value accounting (FVA) 
is ‘often cast as the culprit’ 
for accelerating the 2008-
09 financial crisis, but a 
new study from Columbia 
Business School challenges 
that perception, arguing that 
FVA has advantages over 
other methods of  accounting. 
‘FVA has been blamed for 
the near collapse of  the US 
banking system,’ said Urooj 
Khan, assistant professor 
of  accounting at Columbia 
Business School and co-
author of  the research. ‘Our 
research demonstrates that 
investors’ concerns about 
FVA’s detrimental effect 
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EY CLAIMS AUDIT FIRST IN MYANMAR

many other industry sectors, 
too – are exposed to financial 
crime risk, said partner 
Marcus McCaffrey, who will 
head up the practice. 

UNBLOCKING BARRIERS
A new B20 report, Unlocking 
Investment in Infrastructure, 
concludes that while the 
global financial crisis 
has played a role in the 
growing gap between the 
need for infrastructure 
and the financing to fund 
it – a shortfall estimated 
by Standard & Poor’s to 
be US$500bn annually 
– changes to accounting 
principles would not be 
the silver bullet which 
could make long-term 
infrastructure projects more 
attractive to private investors. 
The report was produced by 
a working group drawn from 
BDO, EY, Deloitte, KPMG, 

overshadowed the beneficial 
role it plays in promoting 
timely market information.’

ANTI-FRAUD ADVICE
Grant Thornton UK is 
strengthening its anti-fraud 
advisory services with the 
creation of  a financial crime 
and disputes practice that will 
build on its existing forensic 
and investigation services. 
The new team will work 
alongside the mid-tier firm’s 
financial services advisory 
group, providing clients with 
the resources to mitigate, 
respond and remediate issues 
relating to financial crime and 
complex disputes in the global 
financial services sector. ‘The 
increasing pressure of  
regulation and enforcement, 
set against a dynamically 
changing financial services 
market, means all manner of  
financial institutions – and 

EY believes it is the first Big Four firm 
to offer assurance services in Myanmar, 
via acquisition of local firm EY UTW. 
Myanmar Accountancy Council, the 
regulatory body, has stringent criteria 
on who qualifies to perform audit work; 
adding EY UTW to its network delivered 
EY the necessary licence. 

ICAEW head of  international capacity 

building Mark Campbell told The 
Accountant magazine that this precedent 
would ‘lead to a very large influx of  big 
audit firms into Myanmar’. 

EY has been offering tax, transaction 
and advisory services in Myanmar since 
April 2013, joining KPMG, PwC and 
Deloitte, along with several mid-tier 
firms such as BDO and Crowe Horwath.

PwC and Grant Thornton. 
‘It is not financial reporting 
that’s the issue, but rather 
wider corporate reporting,’ 
explained panel member 
John Hitchins, recently retired 
partner PwC, in his blog. 

IPO PIPELINE ON TRACK
Hong Kong initial public 
offering proceeds for 2014 
are forecast to exceed last 
year’s HK$169bn, driven 
by a strong performance 
in the first half. Excluding 
listings by introduction or 
transfers from the Growth 
Enterprise Market to the 
Main Board, there were 24 
IPOs in the second quarter, 
bringing the total in the first 
half  to 44, with proceeds 
of  HK$80.8bn, KPMG data 
shows. This compares well 
with the first half  of  2013, 
when 21 IPOs raised a total 
of  HK$39.7bn. Rebecca 

Chan, partner and head of  
Hong Kong Capital Markets, 
KPMG China, expects that 
‘the remaining pipeline will 
provide market momentum 
in the second half  of  2014’. 

FAMILY-FRIENDLY
EY is Singapore’s ‘best 
company for mums’, and 
KPMG is sixth, according 
to a 2014 ranking jointly 
organised by the National 
Trades Union Congress 
(NTUC), Tripartite Alliance 
for Fair and Progressive 
Employment Practices and 
Women’s Development 
Secretariat. The 200 
nominees were judged based 
on flexible work arrangement 
practices available, variety 
of  pro-family employee leave 
schemes, employee support 
schemes and infrastructural 
support. Fathers also got a 
look-in this year, with a new 
category, ‘most enabling 
companies for dads’. Cham 
Hui Fong, NTUC assistant 
secretary-general, said 
employees are drawn to 
organisations that help them 
find work-life balance. 

ENERGY FOR ALL
Asia ‘can lead the renewable 
and sustainable energy wave’ 
thanks to a clean energy 
innovation hub unveiled in 
the Philippines. Established 
for collaborative research 
and located within the Asian 
Development Bank (ADB) 
headquarters in Manila, the 
hub is the third regional 
centre, next to Africa and 
Latin America, under the 
Sustainable Energy For 
All special initiative of  
United Nations secretary-
general Ban Ki-moon. 
The project combines 
the resources of  the UN 
Development Programme, 
the UN Economic and Social 
Commission for Asia and the 
Pacific, and the ADB. ■

Compiled by Peta 
Tomlinson, journalist

▼ NEW MARKET
Myanmar Accountancy Council has strict rules on 
which companies can perform audit in the country
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GLOBAL STRATEGIST
For Steven Phan, EY’s Asia-Pacific area managing partner, the key to delivering 
exceptional service is to ensure that everyone is committed to the firm’s vision

‘To me, it is a heavy responsibility, knowing that the 
discussions and decisions I participate in impact thousands 
of  people,’ he says. ‘But it’s also a very empowering view, to 
be able to make such a difference.’

The view from this position is very different from his 
previous role as chief  operating officer where his focus was 
mainly internal and operational. Now, he has a far wider 
brief, and his focus now has a greater external emphasis: 
on clients and markets. One of  his priorities is to analyse 
EY’s position in the Asia-Pacific markets and identify the key 
strategic investments the firm needs to make to advance 
itself  – a task that Phan takes in his stride.

‘Big picture’
‘As COO, my responsibilities were partly market driven, and 
so I had some familiarity with the market when I came into 
this role,’ he explains. ‘I think that is part of  being a good 
COO – you need to understand your business imperatives. 
You don’t work in a vacuum; you must have an eye for 
operational processes, but you must also have an eye for the 
big picture and be able to link the two together.’

Another key element is to set the tone from the top. The 
ideal of  providing exceptional client service, he says, can only 
be actualised if  the people in the organisation have the passion 
for doing so. ‘We can have the best branding in the world, but 
if  we don’t have the passion, the brand means nothing.’ »

S
teven Phan keeps a punishing schedule. Since his 
appointment as EY’s Asia-Pacific area managing 
partner in July 2013, almost every hour of his 
working life has been spent travelling from country 

to country and office to office, reaching out to the 30,000 
EY partners and staff around the Asia-Pacific region. When 
he is not on the move, he is participating in meetings, 
taking conference calls, preparing webcasts for those 
partners he is unable to meet in person, giving interviews 
or responding – personally – to the multitude of internal 
and external queries he receives on a daily basis.

The purpose of  this constant effort: communicating EY’s 
new global strategy to all the personnel under his charge. 
Phan listens to their feedback, spends time understanding 
the markets they operate in, and works out how best to 
implement the EY strategy for their particular location. It is 
one of  the most important aspects of  his role.

‘The buck stops here in terms of  implementing our global 
strategy,’ he says. ‘I have the responsibility to make sure 
that everything works as it should.’

EY’s new strategy and purpose of  ‘Building a better 
working world’ was launched in July 2013. The new strategy 
focuses on client service and teamwork at both the local 
and global levels, with the ultimate aim of  making EY the 
leading global professional services organisation by 2020. 
And central to achieving this ambitious goal, says Phan, is 
convincing people to buy into the strategy.

‘The key thing in achieving truly seamless service is 
the mindset of  our people,’ he explains. ‘From the most 
junior to the most senior, our people must be committed 
to the strategy before we can truly deliver exceptional 
client service. In the past, mindsets could be very country-
centric, with people working in silos. Now we have to 
think global, act local, and for that to happen, the mindset 
of  all our people has to focus on teamwork, harnessing 
the strength and knowledge of  our integrated global 
network to serve our clients.’

As area managing partner, Phan’s position can best be 
described as CEO for the entire Asia-Pacific region. He is 
responsible for every aspect of  EY across Asia Pacific, from 
driving the organisation’s vision to planning strategic market 
development and even managing the environment in each 
EY office. And he is part of  the EY global executive, with 
the ability to influence global strategies and help drive the 
organisation’s development at the highest levels.

Established in 1989 when Arthur Young 
combined with Ernst & Whinney, EY is one 
of the Big Four accountancy firms, with 
190,000 partners and staff globally; 30,000 
are in the Asia-Pacific region. The EY name 
has been in use since 2013, when Ernst & 
Young rebranded itself and launched its 
Vision 2020 strategy to be the leading global 
professional services firm by the year 2020. 

EY’s 29 regions are grouped into 
four geographic areas which work 
closely together: Americas; Europe, 
Middle East, India and Africa (EMEIA); 
Asia-Pacific; and Japan. The Asia-Pacific 
area, bringing together 22 countries, was 
created in 2010. BA
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*‘Go where your passion is. You 
can only give your best if you have 
true interest in the organisation and 
the people.’

*	‘Have the right attitude. Learn from 
your mistakes and go out of your way to 
deliver better service.’

* ‘Build your networking skills and social 
networks; they will be immensely useful 
to you throughout your working life.’

* ‘You are not alone. When you are 
challenged in your work, you can 
always reach out to consult and engage 
with the people around you.’

*‘Acknowledge that whomever you are 
working for wants you to succeed.’

followed in quick succession: COO for Asia Pacific in 2011, 
and, just two years later, area managing partner.

‘I did not aspire to be area managing partner,’ Phan says 
simply of  his newest role. ‘It was honestly a very humbling 
moment as the first Asia-Pacific member of  EY to become 
area managing partner, to know that the global executive 
and the thousands of  members put their trust in me. And I 
think my track record speaks for itself. In all my roles, I have 
executed my responsibilities to the best of  my ability.’

The demanding nature of  his work does not faze him, 
any more than it did earlier in his career. ‘There are always 
challenges, or you are not addressing the right issue. In 
every day, nothing goes 100% smoothly. There are many 
things you cannot control in the external environment. But 
the attitude you bring to a challenge is everything. If  you 
believe that the glass is half  full, then with every challenge 
comes an opportunity,’ he says.

Leave a legacy
Phan’s ambition is now to leave a legacy – to have the EY 
brand grow even stronger during his term of  service. ‘I 
have enjoyed a good life here,’ he says. ‘I would like to give 
something back in return. I hope that when I retire, I will 
also leave a legacy that makes EY a better place.’

That legacy can, he says, be built through engaging and 
motivating people. There is, he points out, no way to tell 
whether someone is giving their best unless you take the 
trouble to engage them. ‘I am a very firm believer that if  you 
want to do your best, ultimately it must come from within,’ 
he says. ‘You can only have motivation if  you like what you 
are doing and who you are working with, if  your environment 
is stimulating and engaging you.’

From experience, Phan says, passion is not an easy thing 
to find or maintain; it must be encouraged, demonstrated 
and incentivised. Phan’s ongoing effort to reach out to EY 
partners in the Asia-Pacific region is one way of  encouraging 
them. He is also looking into ways of  linking performance 
indicators, recognition and rewards to the client service 
and teamwork mindset.

‘It’s not about products; it’s about people,’ he says. ‘Our 
day-to-day asset is our people. It is important to get the best 
people, to retain the best people, and to develop them to their 
utmost potential, because we are only as good as our people.’

Although it has been many years since Phan was in 
the position of  the people he now goes to such pains to 
engage and motivate, he has vivid memories of  his start 
in the profession. At 21, after moving to London to study 
accounting because it seemed interesting, he found it more 
challenging than he had expected. ‘I was just a small-town 
boy from Ipoh,’ Phan says. ‘Studying abroad was a huge 
thing back then. It gave me freedom to do as I please, but it 
also taught me discipline and responsibilities, and the need 
to balance my studies and social life. But I really liked what I 
was doing, and that kept me going.’

He joined Arthur Andersen as an assistant in 1981, with 
the ambition of  becoming a full partner, which he fulfilled 
in 1992. This, he says, is still one of  the most cherished 
memories of  his career. ‘It was a great moment for me,’ 
he recalls. ‘Becoming a partner was something I had really 
wanted for a long time.’

In 2002 he moved to EY as an assurance and advisory 
partner. Six years later, he was appointed country managing 
partner for Singapore and, at the same time, managing 
partner for the ASEAN sub-area. The next two appointments 
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Phan is motivated by winning, he adds – by the feeling of  
satisfaction that comes from having his team’s hard work 
pay off, or from having a client compliment them on a job 
well done. He takes pains to emphasise that winning is a 
team thing: ‘You can do well by being very individualistic, 
by not sharing clients, by protecting your own interests. But 
that is not the way to win. Real winners team up and share. 
It is not just about delivering responsibilities but how you go 
about it. Embrace the global mindset, help others to come 
up and build for others, not just for yourself. Do the best you 
can with the values you think are right.’

Ultimately, what gives him greatest satisfaction is the 
people around him. ‘What I like most is watching people 
enter the profession, helping them grow and develop, seeing 
them succeed in their career. That is the joy in the profession. 

Even after they leave, some still remain 
connected with us. It’s inspirational.’

He is particularly passionate about 
causes that improve society, such as 
diversity. In 2010, BoardAgender, the 
outreach arm of  the Singapore Council 
of  Women’s Organisations’ Women’s 

Register initiative, named him one of  its 100 Champions for 
driving initiatives that recognise women’s contribution in EY 
and enable them to advance to senior leadership roles. Even 
now, alongside the demands of  his current role, diversity 
and inclusiveness within EY continues to be one of  his 
pet projects, not only for the sake of  the organisation, but 
because it helps people and the community at large. 

‘We have a responsibility to our people, to the 
communities we live in, to continue to be a good corporate 
citizen and really develop people to their greatest potential,’ 
he says. ‘Of  course, the reality is that many we recruit will 
leave, but we will have touched them with our system and 
values, and made a difference in their lives.’ ■

Mint Kang, journalist

▌▌▌‘YOU CAN DO WELL BY BEING VERY 
INDIVIDUALISTIC, BUT THAT IS NOT THE WAY TO 
WIN. REAL WINNERS TEAM UP AND SHARE’
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KEEPING 
A CLOSE 
WATCH

While there is rising awareness 
of financial crime, Singaporean 
organisations need to be more 
proactive in combating fraud by 
fostering a culture of compliance 
and using forensic data analytics

over the last two years. Our survey results show that 70% 
of  Singapore-based companies are currently operating in 
markets with high levels of  corruption.’ 

Tim Phillipps, Deloitte analytics and forensic global 
leader, also sees clients experiencing a number of  challenges 
regionally, ‘particularly regarding bribery’ associated with 
setting up business in developing markets. ‘We are also 
seeing an increase in the use of  third parties and the hiring 
of  family members, associates of  regulators and government 
officials which increase the potential for corruption,’ he notes.

While fraud is very hard to eliminate, companies can 
minimise the risks by implementing strong compliance and 
anti-fraud programmes. But no matter what programme or 
controls are in place, they are only as good as the people 
who operate and enforce them. ‘From our experience in 
investigating fraud cases, organisations which suffer fraud 
had existing controls that should have prevented or detected 
it earlier. However, due to lack of  training or awareness, 
weak control culture and overreliance on trust, existing 
controls are bypassed, and fraud happens,’ Chan says.

Lawrance Lai, fraud investigation and dispute services 
partner at EY in Singapore, said that given its robust 
regulatory framework and a culture of  compliance, Singapore 
appears to be well-placed to deal with financial crimes, ‘yet 
a gap between regulatory framework and companies’ actual 
implementation exists’. According to EY’s 2013 ‘Building a 
more ethical business environment’ survey, nearly two-thirds 

A 
Media Development Authority assistant director 
pleads guilty to an accusation of corruption and 
forgery, having used his position to get loans 
of between S$1,500 and S$5,000 from various 

people in return for facilitating MDA grants. A former 
SingTel employee admits to receiving kickbacks from 
friends worth S$6,785 for waiving a portion of their phone 
bills. Financial crimes, such as bribery and fraud, are an 
ever-present threat that can affect any corporation, large 
or small, resulting in direct monetary losses as well as 
damaging reputations. 

Corporations in Singapore are not immune to the 
problem. PwC’s 2014 Economic Crime Survey underlined 
that, far from receding, there is an increasing threat 
from financial crime today in the city state, with 24% 
of  Singapore-based respondents having experienced 
some form of  economic crime in the previous two years 
compared to 16% of  respondents in 2005 and 19% in  
2007. Also a recent Deloitte Financial Crime Strategy 
report based on conferences across the region revealed 
some key trends: the cost – both financial and reputational  
– of  non-compliance is increasing.

There is a growing need for an analytical understanding 
of  financial crime. The complexity of  implementation 
and ongoing management of  financial crime analysis and 
reporting is becoming a major issue for organisations. 

Nonetheless, Singapore fares better than the global 
average of  37%, and this is generally attributed to the 
strong emphasis on governance and control in both the 
private and public sector, points out Chan Kheng Tek, fraud 
and forensics leader at PwC Singapore, but as companies 
expand into the region, ‘they face greater risk, particularly 
in the area of  procurement fraud and corruption’. 

Increasing globalisation means many companies are 
looking beyond their domestic markets, and Chan points 
out that, ‘60% of  Singapore-based companies have pursued 
opportunities in a market with a high level of  corruption 
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of  Singaporean executives said their companies’ anti-bribery 
and anti-corruption practices did not work well in practice.

‘This is consistent with our experience: many companies 
have not paid sufficient attention to anti-bribery and 
corruption programmes,’ says Owen Hawkes, partner, 
forensic services at KPMG in Singapore. ‘While policies and 
procedures do exist, in substance the policies may have 
not been effectively implemented, staff  are not aware of  
policies, or training may be lacking. There is also very limited 
compliance testing – and in many instances there is little 
buy-in from key management, who feel that corrupt practices 
are a “normal part of  doing business in the region”.’ 

Phillips agrees, ‘The failure to align practice with policy is 
often not because the programmes or controls themselves 
are lacking. More often, it’s a failure of  culture and a lack of  
effective change management. For example, senior leaders 
may not be setting a strong or consistent ‘tone at the top’ 
about acceptable and unacceptable behaviours.”

Even where organisations may be aware of  the tools 
available to help them proactively fight fraud and corruption, 

Lai believes they are not taking full 
advantage of  them, pointing out, for 
example, ‘Our research shows 81% 
of  respondents would be prepared 
to use a whistleblowing scheme, yet 
only 32% of  respondents said their 
company has a whistleblowing scheme.’

With data embedded at almost every facet of  their 
operations, companies can use programs to analyse their 
data not only to improve how they run the businesses but to 
also detect and respond to fraud, argues Hawkes. 

Interrogating data
Forensic data analytics (FDA) can help companies identify 
trends and patterns indicative of  financial crime risk that 
are not otherwise easily discernible. Such analytics can 
take organisational data across diverse data-sets – such as 
general ledgers, HR and IT administration – and analyse it for 
anomalies indicative of  fraud or waste in an organisation. ‘In 
our experience, such data-analytic techniques are extremely 
useful in identifying unusual patterns when dealing with high 
volumes of  electronic data,’ Chan notes.

Yet EY’s Global Data Analytics Survey 2014 shows there 
is a general lack of  awareness and expertise toward the 
use of  technology and FDA to manage financial crime risk. 
‘Such lack of  awareness leads to missed opportunities to 
mine data into usable information for financial crime » 

▌▌▌‘THE FAILURE TO ALIGN PRACTICE WITH 
POLICY IS OFTEN NOT BECAUSE THE CONTROLS 
ARE LACKING. IT’S OFTEN A FAILURE OF CULTURE’
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prevention and detection, even though companies are using 
some form of  forensic data analytics,’ says Lai. ‘These 
companies are also not working with sufficient data volumes 
that correspond with their corporate revenues, and are not 
using the right tools, relying on traditional spreadsheets 
or database applications instead. Such applications can 
struggle to deal with the large volumes and varieties of  data, 
unlike sophisticated FDA technologies built for such purpose.’

Banyan Tree is one company that has gone further than 
many to develop and implement a strong code of  conduct, 
ethics and values. Its global financial crime policy provides 
financial protection against fraud, misappropriation, 
embezzlement and other financial misdeeds. And in 2007, 
it put in place a whistleblowing policy with a dedicated 
hotline and email address for anonymous tip-offs to provide 
information directly to the head of  internal audit, the audit 
committee or an independent director. While he declined 
to go into detail, Eddy See, CFO of  Banyan Tree, says the 
hotline has been used, but at this stage the company has not 
yet looked at using a data-mining program, though it would 
consider it, if  proven to be useful and effective.

Holistic vigilance
Financial crime prevention is one of  the fastest-growing 
areas of  compliance, and companies need to take a holistic 
approach to helping prevent, detect and respond to financial 
crime. Prevention requires a change in thinking to adopt a less 
federated approach – where financial crime prevention exists 
in isolated silos – and more of  a centralised approach, linking 
all approaches into an effective organisation-wide global 
programme, argues Phillipps, adding, ‘A fragmented approach 
isn’t enough and neither is a purely reactive one.’ The stance 
is echoed by Hawkes who adds, ‘Ad hoc or unstructured 
controls can become outdated or ineffective quickly.’

Hawkes suggests starting with regular assessments of  the 
fraud risks inherent in business processes to identify gaps and 
set up controls to mitigate such risks: ‘Put in place detective 
measures to identify fraud violations and monitor for further 
incidents. The earlier fraud is detected, the less damage is 
done and the more effective are the steps taken in response.’

Training programmes should not be too generic: 
providing relevant case studies can be an effective tool 
to improve training, as they provide learners with an 
opportunity to solve a problem by applying what they know, 
Hawkes advises. For senior management, more technical 
details on regulatory and legal requirements, and risk-
prevention strategies might also be necessary, he adds. 

Ultimately, the tone from the top on ethics and integrity 
will drive how other managers and employees behave and 
react to fraud or unethical practices. As businesses and 
regulatory requirements continue to evolve, control processes 
must also keep up. ‘Companies that fare better regularly 
review their controls for fraud risk to identify potential gaps 
and take action to improve and tighten processes. The risk 
profile of  a company evolves over time when they venture into 

Lawrance Lai, fraud investigation and dispute 
services partner at EY Singapore:
1  Open two-way communication. Senior management 

sets the tone from the top down, with a robust 
framework of  rules, employee standards and 
a culture of  compliance. From the bottom up, 
employees need to take the initiative and step 
forward when they observe unethical behaviour.

2  Share accountability. Fraud should not be seen as 
a standalone compliance issue, but is a reflection 
of  the organisation from top to bottom. Businesses 
need to have a strong code of  ethics and to be 
able to implement disciplinary procedures for 
breaches of  the code.

3  Localise solutions. Ensure local compliance policies 
are relevant to global best practices, taking account 
of  local customs and cultures. Providing policies 
and procedures in local languages will help improve 
their application in practice.

4  Conduct regular assessments. Undertake regular 
anti-bribery and corruption risk assessments by 
local independent parties to ensure that subsidiaries 
adhere to local, and relevant overseas, regulations.

5  Invest in resources and tools to effectively detect and 
deal with the fraud risks of  tomorrow.

FIVE STEPS TO EFFECTIVELY 
MANAGE FINANCIAL RISKS

new businesses, new products and new markets. We would 
recommend that companies regularly assess fraud risk, and 
continue to emphasise and inculcate a strong controls culture 
in the organisation with zero tolerance for fraud. An effective 
whistleblowing programme is also critical,’ Chan says. ■

Sonia Kolesnikov-Jessop, journalist

FOR MORE INFORMATION:

Read PwC’s Global Economic Crime Survey at  
http://www.pwc.com/gx/en/economic-crime-survey

Read EY’s 2014 Global Fraud Survey at  
http://tinyurl.com/EY-globalfraud
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Time to take a long view
Our instinctive tendency to focus on the short term has a damaging effect on investment 
and could have a negative impact on long-term sustainability, warns Errol Oh

It is curious that in this part of the 
world, there is little public discussion 
on how the capital market would be 
better off if there were structured 
efforts to counter short-termism. 
Could it be that it is not a problem in 
Asia as it is in the West? 

Surely that cannot be the case. As 
pointed out in the Kay Review of  UK 
equity markets and long-term decision-
making, the milestone report published 
in July 2012, it is human nature to 
tend to ‘make decisions in search of  
immediate gratification at the expense 
of  future returns’.

In June 2011, in her last speech as 
chairman of  the US Federal Deposit 
Insurance Corporation, Sheila C Bair 
offered a similar take, saying: ‘Short-
termism refers to the long-observed 
tendency – which we all share, to 
one degree or another – to unduly 
discount outcomes that occur far 
in the future.’ In other words, we 
instinctively focus on the short 
term and ignore long-term goals, 
and that extends to how we invest in 
and run companies. It is age-old 
and universal. 

In recent years, short-
termism – or, to be more 
accurate, excessive short-
termism – has been identified 
as something of  a corporate 
bugbear in the US and 
Europe. The 2008 financial 
crisis triggered many soul-
searching exercises 
to pin down what 
exactly caused the 
near catastrophic 
loss of  jobs, homes, 
value and pride. This 
involved looking for 
symptoms, remedies 
and labels that 
will hopefully help 
regulators and industry 
players to avoid a repeat 
of  the crisis, or at least 
allow them to fare better 
when the next financial 
storm strikes.

short-termism in investment led to 
excessive short-termism in corporate 
decision-making. This will potentially 
have a deep impact on the longer-term 
value and sustainability of  companies. 
Ultimately, both shareholder value and 
returns may decline in the longer term.

It added: ‘Some causes of  short-
termism are extraneous to the 
corporation. These include arms-
length shareholding on public equity 
markets rather than relationship-based 
financing, absence of  concentrated 
shareholdings in individual companies, 
a substantial rise in financial 
intermediaries over the last decade, and 
the growth of  high-frequency traders 
and exchange-traded funds, both of  
which put pressure on corporations to 
produce short-term results.’

Indeed, the pressure on listed 
companies to keep reporting solid 
financial results is a major contributor 

to short-termism. In fact, 
some people believe 
the so-called quarterly 
capitalism is why short-
termism is showing no 
signs of  abating.

To turn back the tide, 
institutional investors will 
have to play a central role 
in shifting the financial 
markets’ focus to the 
long term. With the 
right strategies and 

practices, these asset 
owners can do plenty 

to dampen the inclination 
towards short-termism.

While the experts and interest 
groups in the West continue to 
dissect short-termism and push 
recommendations to overcome 

it, we in Asia should be paying 
attention and absorbing the key lessons. 
Failure to do so confirms that we, 

too, have trouble freeing 
ourselves from the grip 
of  short-termism. ■

Errol Oh is executive editor 
of The Star

People have figured out that several 
problems can be lumped under the 
short-termism banner. In the past, 
such characteristics and behaviour 
may have been seen as mere examples 
of  nearsightedness or a fondness for 
making a quick buck. But there is 
power in defining things. Short-termism 
is now recognised as a disease that 
plagues investors and businesses, and 
should therefore be curbed.

The Kay Review concluded that 
short-termism was a problem in UK 
equity markets, caused mainly by the 
decline of  trust and the misalignment 
of  incentives throughout the equity 
investment chain. In a May 2014 
paper, the Global Network of  Director 
Institutes warned that excessive 
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The Millennials among us 
Research and on-the-job experience suggest that Generation Y finance team  
members – those now in their 20s – must be managed differently, reports Cesar Bacani

‘They don’t come to work on time,’ 
the vice president for market research 
at a top Philippine broadcaster 
complained to me over dinner in 
Manila. They may work long hours, 
she conceded, ‘but they choose 
what projects they want to work 
on and they want to be promoted 
very fast’. 

And they are just in their 20s – 
members of  the so-called Millennials 
or Generation Y, the cohort of  18 to 
32-year-olds moving into management 
roles in many companies. A 2013 EY 
study, Younger managers rise in the 
ranks, found that 87% of  the Gen Y 
workers surveyed had been promoted 
to the managerial ranks in the 
preceding five years.

They are, apparently, different  
from the Gen X (aged 33 to 48) and 
Boomer (49 to 67) generations  
before them. ‘Members of  Gen 
Y scored high marks for being 
“enthusiastic” (68% agree),’ EY 
reports, ‘but had lower scores 
than other generations for being 
perceived as a “team player” (45%), 
“hardworking” (39%) and “a productive 
part of  my organisation” (58%).’

Gen Y employees ‘also scored 
highest in three out of  four negative 
traits in the survey, such as being 
perceived as “difficult to work with” 
(36%), “entitled” (68%) and “lacking 
relevant experience” (59%)’.

What to do? ‘To attract and 
retain talent, business needs 
to show Millennials it is 
innovative and in tune with 
their world view,’ says Barry 
Salzberg, CEO of  Deloitte, 
which carried out its own 
Gen Y study earlier this 
year. In Big demands 
and high expectations: 
What Generation Y wants 
from business and the 
future workplace, 63% 
of  Millennials said that 
they donate to charities, 
43% actively volunteer 
or are a member of  

Among the strategies that also 
work for their companies, according 
to the panellists, are flexible 
working hours, focusing on outcomes 
instead of  processes, mentoring by 
Gen X and Boomer colleagues, and 
making mobile devices, social media 
sites and enterprise software part of  
the workplace.

Little things can also help. At Esquel 
Group, a family-owned textile company 
in Hong Kong, the finance team and 
other employees hold meetings in open 
spaces furnished with colourful and 
comfortable sofas. People also bring 
their laptops and tablets there to take 
a break from their cubicles.

The open-plan pantry on each 
floor has a spacious trestle table 
that is also used for meetings and 

as occasional individual work 
spaces, says CFO Wilkie 

Wong. A steady 
supply of  apples, 
bananas, 
oranges and 
nuts provide 

nutrition, 
while the table has 

Scrabble and other board 
games that people play in their 

lunch hour. 
Some older executives may 

think that companies are coddling 
Gen Y employees too much. My 

market researcher friend certainly 
thinks so. But she admits that these 
young professionals bring new blood 
and fresh perspectives and skills to 
the workplace.

In finance, as in other parts 
of  the organisation, company 
leaders have no choice but 
to study what the Millennials 

want and strive to meet their 
expectations. Otherwise, they risk 

being left behind as globalisation 
and technology constantly 
transform and retransform the 
business landscape. ■

Cesar Bacani is editor-in-chief 
of CFO Innovation

a community organisation, and 52% 
have signed petitions. 

That may explain why some CFOs 
are leveraging their corporate social 
responsibility (CSR) programmes to 
help strengthen Millennial loyalty. ‘Even 
a simple activity like tree planting is 
attractive to them,’ says Ma Chona Tiu, 
CFO of  Aboitiz Power Distribution in 
the Philippines.

She was speaking on the talent 
management panel in the first 
CFO Innovation Philippines Forum in 
Manila in July. Added fellow panellist 
Dindo Sy Chu, CFO, Rustan 
Supercenters: ‘You’ve 
got to make the 
workplace fun.’
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The risks from tainted goods
Accountants can prevent the extended and complex supply chains of modern businesses 
being compromised by pirates and plunderers, says ACCA president Martin Turner

This is my last column for Accounting and Business as ACCA 
president, and I want to say what an immense pleasure and 
privilege it has been to serve you. I have unforgettable 
memories of meeting so many members and I wish you 
well for the future.

In reviewing ACCA reports, I was particularly 
interested in one which highlighted how supply 
chains have become so complex that companies 
may be putting themselves at risk of  prosecution 
by unwittingly paying for goods and materials 
pillaged by criminals and terrorists.

The report, Pillage: a new threat to global 
supply chains, says the rise of  long and complex 
cross-border supply chains has made it easier 
for pillaged raw materials to find a way in. 
Simply handling pillaged goods can count as 
money laundering, vastly expanding the scope 
for prosecutions.

Giving people more choice in the goods 
they buy has created a global web of  trade and 
manufacture which almost defies comprehension.

That brings with it not only a potential legal 
threat for businesses, but also the risk of  a crippling 
loss of  reputation. Who wants to buy from a company 
whose products are the fruits of  war or piracy when its 
competitor’s business is squeaky-clean?

Clearly, finance professionals have an important role 
to play in designing and implementing assurance systems to 
prevent pillaged goods entering the company’s supply chain. 
The levels of  due diligence required at each stage of  the 
production cycle to ensure accountability will vary according to 
the perceived risk, as will the resources available to the business. 
But pleading lack of  resource to confirm the status of  goods will 
not in itself  constitute an adequate defence in a law court. 

Given the potentially huge financial costs here, ACCA is 
suggesting that responsible businesses can find proxies 
for direct assurance. These may include suppliers’ 
membership of  recognised trade bodies or a 
submission to certain levels of  audit that 
demonstrate commitment to good 
practice. Whether this will be judged 
adequate will involve a considered 
appraisal of  the circumstances 
– a process which I know is 
ideally suited to the skills of  our 
members around the world. ■

Martin Turner FCCA is a 
management consultant in 
the UK health sector

The Pillage report 
is available at www.
accaglobal.com/ab100
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SNAPSHOT:
AUTOMOTIVE 
INDUSTRY
This industry is a good 
example of a sector driven by 
state-of-the-art technology. 

For example, Mathieu 
Meyer, KPMG’s global head 
of  automotive, says: ‘Mobility 
solutions are increasing in 
importance, boosted by the 
emergence of  self-driving 
cars.’ Such trends have a 
real impact on accounting 
professionals working in 
the field. ‘Although this 
phenomenon is not likely 
to damage new car sales,’ 
adds Meyer, ‘it may threaten 
demand for second or third 
car ownership. 

‘After-sales and mobility 
solutions offer new and 
expanding sources of  revenue 
in China, but conditions differ 
considerably from established 
countries,’ says KPMG China 
partner Mirko Hilsheimer. 
‘Financing is at an early stage, 
as most customers pay in cash 
or borrow from their families, 
so buyers need to be educated 
on the benefits of  services such 
as extended warranties, leasing 
and branded insurance.’

44%
According to KPMG’s 2014 
Executive Automotive Survey, 
which interviewed 200 
automotive executives from 
across the globe, 44% believe 
China will export 2m vehicles 
by 2016, while 37% predict 
India to export 1m by 2016.

My role at UK Green Investment Bank 
(GIB) is to enable investment goals 
to be met by representing finance in 
the deal process, as both a support 
and a control function. My areas of  
focus are transaction structure, asset 
and income recognition, taxation 
compliance and related costs. I also 
forecast capital commitment and 
deployment, which is particularly 
relevant given the way in which we 
are currently funded.

Having worked in large financial 
services organisations prior to GIB, 
the main skill I have had to develop 
is approaching every task from 
a commercial point of view. This 
has been a bigger challenge than I 
expected. At GIB, everyone has to roll 
their sleeves up and muck in with tasks 
that in larger organisations would be 
passed to another team or department.

The nature of the role requires a 
much wider technical knowledge than 
my previous roles and, as a result, 
I have had a steep learning curve to 
reacquaint myself with the finer points 
of International Financial Reporting 
Standards. However, having the 
ACCA Qualification gives prospective 
employers, clients and stakeholders a 
level of  comfort that I will be competent 
and trustworthy enough to be given a 
chance to be a part of  their business.

Every investment considered by 
GIB must pass through a robust 
green impact assessment process 
before it can be approved. It is then 
subject to detailed and continuous 
monitoring, spanning all aspects of  
its green performance. 

‘ TO BE INVOLVED IN SUCH A HIGH-PROFILE 
ORGANISATION WITH A GREEN MISSION 
HAS MADE ME PROUD TO BE IN THE BANKING 
INDUSTRY AGAIN’ MATTHEW GOSLING FCCA, 
FINANCE BUSINESS PARTNER, UK GREEN 
INVESTMENT BANK

Being part of GIB is my biggest 
achievement to date. To be involved in 
such a high-profile organisation with a 
green mission has made me proud to 
be in the banking industry again. GIB’s 
unique position to be balancing a double 
bottom line rather than just focusing on 
financial metrics is a refreshing change.

To fully wind down from work, I like 
to spend time on the beaches and 
in the clubs of Ibiza. Running is how 
I relieve stress in between holidays, 
and my weekends usually incorporate 
a couple of  runs, in between watching 
as much rugby as I can get away with. 
The recent arrival of  our first child is 
likely to have a negative impact on 
at least one of  these activities, but 
I haven’t figured out which one yet! ■

Interested in appearing on this page? 
If  so, please email Colette Steckel at 
colette.steckel@accaglobal.com

The view from
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A full set of skills
Today’s aspiring CFO requires more than just financial acumen. From relationship 
building and organisational skills to dealing with big data, have you got what it takes?

management, but in strategising for 
the company as well. Being well-versed 
with every aspect of  accounting is a 
given, but more is expected of  young 

In today’s dynamic market place, 
it may not be the wunderkind in 
accounting who makes the grade as 
CFO, but another, totally unexpected, 
candidate whose capabilities best fit 
the job requirements. 

Businesses are beginning to  
realise that the job of  the CFO is 
expanding beyond just bean  
counting – and accountants have to 
be ready to arm themselves to take 
on multiple roles not just in 

professionals today than ever before.
‘Business decisions today are 

primarily – possibly exclusively – 
being driven by numbers and profits,’ 
remarks Andrew Mah, a financial 
consultant who heads a financial and 
wealth management team in Malaysia. 

‘This could have possibly given rise 
to a disconnect between structure, 

people, relationships and processes. 
But we are beginning to realise 

that all these have to be 
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addressed simultaneously if  anything – 
business, commerce, industry – hopes 
to be sustainable in the long run.’ 

Future CFOs may well find 
themselves mirroring the CEO’s role, 
he adds, as CFO responsibilities 
unavoidably expand. ‘Ideally, a 
CFO should have a helicopter view 
of  opportunities and solutions for 
the firm, and be able to apply the 
knowledge acquired through training to 
improve these,’ he says.

There is no denying that concerted 
plans are already afoot to make the 
office a kinder, gentler place to work 
in, in consideration of  the needs 
of  a mixture of  employees across 
generations. While Baby Boomers 
sit back in ergonomically designed 
swivel chairs and happily contemplate 
retirement, Generation X-ers sit on 
the edge of  sleek leather CEO seats, 
biting their nails in anticipation of  
more stress to come as they jockey for 
senior management positions. Gen Y, 
meanwhile, perches on desks yearning 
for work-life balance. Make no mistake; 
regardless of  generation, all these are 
qualified accountants, but today more 
than ever, the dynamic workplace and 
constantly evolving environment offer 
no guarantee of  employment. You have 
to make – and keep – yourself  relevant.

Where accountants (and CFOs) are 
concerned, commerce has evolved away 
from crunching numbers into fairly 
fluid territory. Today’s CFO has to have 
comprehensive, in-depth knowledge 
– not just of  company finances, 
processes, staff  and structures. He 
or she must also know how these are 
linked to the pantheon of  stakeholders, 
suppliers, channels of  distribution, 
governance, transparency, etc – and 
how everything links back to output, 
costs and, ultimately, the profits of  the 
business. And with all that in mind, 
the aspiring CFO would do well to 
determine, from the outset, if  this is the 
route that he/she really wants to take.

‘People time’
One of  the most important things a 
CFO has to know is how to interact 
with people on many levels, in an open, 
non-intrusive manner, Mah advises. 
‘Unfortunately, it’s not something that 
can be taught effectively. The best way 
to learn it is by constant practice.’ 

And if  you’re too preoccupied with 
numbers, your ‘people time’ will be 

▌▌▌’WALK AROUND, GET TO KNOW PEOPLE, 
AND LET THEM GET TO KNOW YOU. SHOW  
THAT YOU’RE WILLING TO LISTEN’

severely curtailed. ‘Without this kind 
of  interaction, the business will be 
just a flat spreadsheet of  numbers,’ 
he says. ‘Walk around, get to know 
people, and let them get to know you. 
Be accessible; show that you’re willing 
to listen. Listening and helping isn’t 
the exclusive province of  HR. If  people 
are the backbone of  business, then you 
need to understand who the backbone 
is and how it functions.’

Many analysts believe in ‘fit and 
culture’ today: business, and the 
people who run it, have to fit it around, 
and accommodate, different cultures. 
What does this really mean? 

With as many cultures as there are 
employees in an organisation; fit and 
culture implies that a greater depth 
and breadth of  understanding of  
both business and the human psyche 
is necessary. The new generation 
of  accountants would do well to 
understand what other people – who 

will in all probability be their clients 
– expect of  them. Globalisation 
will force you to face many issues 
simultaneously, and the reality is 
that what may be insignificant in one 
culture could be imperative from 
another’s perspective. Knowing the 
difference may be the making – or 
breaking – of  the business.

‘Be organised,’ cautions Mah. 
‘Besides an affinity for numbers, young 
professionals need to be organised if  
they’re eyeing a top position. Organise 
your time, or you will not be able 
to work efficiently. Remember that 
resources are always limited, and the 
longer you are in any position, the 
fewer resources you will have to work 
with. Get used to it, and optimise 
whatever you have.’ 

Those eyeing CFO positions have 
to recognise that beyond having their 
finger on the pulse of  the business, 
they also need to have it on the pulse 
of  the entire industry they are in, as 
well as the profession. Discernment is 
key. With the widening of  horizons and 
constant acquisition of  due diligence, 

the ability to contextualise information 
must be developed in parallel.

Learn to discern
The theory of  discernment is quite 
easily taught. Unfortunately, its 
practice may be something quite 
different. Discernment improves with 
age and experience, so young (and 
not-so-young) accountants should 
be aware that there will be many 
hard lessons before this particular 
skill can be reasonably acquired. 
Is there really a need for fine-tuned 
discernment when the regulations that 
shape the profession are stringent, 
constantly evolving and highly unlikely 
to slacken any time soon? Yes. One 
always needs to be prepared, in this 
profession. Discernment includes 
the ability to understand how things 
are interconnected and how the past 
influences the present. Many processes 
that may have failed in the past cannot 

be totally discarded. They serve as 
examples of  what not to follow.

Today, technology helps the aspiring 
CFO greatly in the quest for Top Job, 
but technology brings with it its own 
peculiar challenges. Consider, for 
instance, what analysts have identified 
as ‘big data’. Vast amounts of  data 
are continually collected, stored and 
transferred by technologies, and this 
has already been instrumental in 
changing business priorities. 

Knowing how to manage big data 
is essential. Get it right and it could 
improve performance and productivity, 
creating new wealth for shareholders 
and stakeholders. Get it wrong, and 
poor decisions, data security breaches 
and other horrors may damage 
organisational reputation and destroy 
value. Analysts say that the big 
data market could be as valuable as 
US$23bn by 2016.  

Finance professionals who are 
trained to gather, analyse and 
benchmark information can be 
the leaders of  a new and critical 
service: making big data smaller, »  
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SOFT SKILLS HOLD THE KEY IN HONG KONG
Employers in Hong Kong are increasingly looking for soft skills when 
recruiting finance talent, according to recruitment experts Hays in its 
latest Quarterly Report.

‘Hiring managers in Hong Kong are looking for accountants with  
more than just a college degree and solid technical knowledge,’ says 
Christine Wright, managing director of  Hays in Asia. ‘Candidates need  
soft skills such as the ability to persuade and influence, and the talent to 
explain challenging concepts in easy-to-understand terms for a  
non-specialist audience.

‘Employers are seeking employees with leadership potential and the 
ability to work well in a variety of  different environments with a diverse 
range of  colleagues and executives,’ adds Wright. ‘Soft skills could even 
determine whether a potential hire succeeds or not.’

The report also noted the growing need for candidates with both written 
and spoken Chinese language skills, fuelled by the increasing number of  
roles available within Chinese financial institutions.

ie distilling vast amounts of  
information into actionable insights 
that could translate into strategy, 

and becoming custodians 
of  non-financial data, 

besides setting ethical 
standards. Managing 
big data effectively 
requires the right 
people. 

ACCA chief  
executive Helen Brand 
says, ‘As CFOs take 
on a more strategic 
and globally focused 
outlook within business, 
technology will loom 
larger in their remit.’ 
Indeed, if  trends are 
anything to go by, the 
increasing reliance on 
technology could see the 
rise of  a new position 
in the C-suite: the CFTO, 
or chief  financial and 
technology officer.

In a nutshell
The bottom line is, if  you’re 

looking at a CFO position 
in the not-too-distant future, 

it’s best to start now. First of  all, 
decide if  that’s what you really want, 
because it will not be the proverbial 
walk in the park. Arm yourself  
with knowledge, and constantly 
keep abreast of  industrial and 
professional developments. 

Build your backups – the team that 
will support you – by being integral 
to their development. That means 
being supportive of  others in their 
jobs, understanding their needs and 
helping them achieve their aspirations. 
Remember that, as you progress in 
your career, you will have successes 
and failures, but always behave as if  
all eyes are on you, so be transparent 
in your dealings. Learn from mistakes 
– your own and others’ – and know 
that there is nothing to fear. Striving to 
achieve all these may bring you to the 
coveted CFO’s position sooner rather 
than later. ■

Majella Gomes, journalist

FOR MORE INFORMATION:

To read the Hays Quarterly Report 
visit http://tinyurl.com/hays-soft
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I enjoy working with clients from 
a diverse range of industries. We 
have a broad clientele: my particular 
specialities are manufacturing, retail, 
hospitality and construction. They’re all 
different and fascinating in their own 
way, which is how I like it. I’d find it 
mundane to work only with one sector, 
and it’s good to approach problems 
in different ways, and also to consider 
how solutions for one sector might 
work in another. It’s not just audit 
and financial control where clients 
seek professional advice; because of  
the country’s improving economic 
performance, companies here typically 
need advice across a host of  areas 
that are crucial for smooth growth – 
from HR, procurement and systems to 
compliance and governance, especially 
if  they can’t resource those functions 
internally. That’s been opening more 
doors for firms like Grant Thornton.

I’m involved in everything from audit 
planning right through to review. It’s not 
just about verifying financial statements. 
I look at systems and procedures, 
with an emphasis on making 
recommendations that help clients 
improve their accounting, reporting 
and transaction processes, so they can 
free up time to focus on running their 
business without compromising on 
financial integrity or risk management. 
I also oversee the work of  a number of  
junior members of  staff, undertaking 
their on-the-job training and supervising 
them when they are on-site at clients. 

As a certified fraud examiner, I’ve 
been able to reinforce my investigative 
and analysis skills. Although I’ve not 
worked in forensic accounting, I wanted 
to understand more about the world 
of  fraud risk, which is fascinating. 
The insights I gained are invaluable 
for an auditor; it provides you with 

‘ SHARING KNOWLEDGE MEANS WE  
CAN ENHANCE SERVICE DELIVERY’  
THOKOZANI KASINJA ACCA, SENIOR EXECUTIVE,  
GRANT THORNTON, GABORONE, BOTSWANA

extra perspective and awareness when 
looking closely at figures.

We’ve been collaborating more closely 
with colleagues in South Africa, 
Zimbabwe and Namibia. Global factors 
increasingly impact on our economy 
– and on the professional services 
sector. More companies in Botswana 
are trading internationally, and more 
organisations from neighbouring 
countries and overseas are setting up 
here, recognising they need to respond 
quickly to opportunities here or be 
left behind. From our perspective, 
coordinating support on the ground 
for clients and sharing knowledge and 
insights means we can enhance service 
delivery across the region.

No matter how crazy it gets at work, 
I make time to exercise to calm me 
down. When I was starting out in my 
career, I had more of  a problem with 
work-life balance – developing my 
technical skills, studying for my exams 
and socialising. But as you grow, 
it becomes less tricky and, for me, 
physical exertion is essential, even if  
I’ve worked long hours and I’m tired. 
No one can do 24/7; you need to 
switch off  your mind. ■

SNAPSHOT:
EXTERNAL AUDIT
‘The practice job market 
in Asia Pacific remains 
relatively strong as a whole 
midway through 2014,’ 
says Simon Wright from 
careersinaudit.com. 

‘The outlook is that the job 
market and new opportunities 
will continue to hold pace 
for the rest of  the year and 
into 2015, but there has 
been a slight slowdown in 
certain countries, which is 
likely to affect APAC’s recent 
accelerated economic growth 
for the region.’

Wright believes China’s 
economy continues to show 
signs of  weakening, which 
is not just a concern to 
accountants and auditors 
there, but ‘also affects other 
countries in the region that 
are heavily reliant on China’s 
growth for their own. 

‘China is still the region’s 
fastest-growing economy and 
job prospects for professionals 
in practice are still strong,’ 
Wright says. ‘The Philippines’ 
economy is growing at an 
impressive rate (7.2% in 2013); 
and its Big Four firms are 
rapidly increasing headcount 
to manage the workload.’ 

57%
According to CIA.com’s Audit 
& Risk Recruitment Survey 
2013, which interviewed 2,000 
accounting professionals 
globally, more than half  of  
them (57%) believe ageism is 
prevalent in the audit industry.

The view from
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The commerciality reality
Alastair Beddow and Ben Kent of Meridian West explore the changes in behaviour 
required for accountants in practice to offer businesses the advice they crave

on the intricacies of  transfer pricing 
in Eastern Europe, say – often at the 
expense of  being able to share a 
broader, more commercial perspective. 
Compared with lawyers, accountants 
are disadvantaged by regulation such 
as Sarbanes-Oxley, which creates both 
real and perceived barriers to offering 
business advice.   

With ever more frequency, 
information about other organisational 
priorities – risk, talent, technology, 
innovation and customer – is being 
given the same attention as financial 
data when boards take business 
decisions. External advisers need to 
respond to this appetite for forward-

Financial professionals are seen by 
their clients to be less commercial 
than other advisers. While 34% of 
senior executives told a survey by 
Meridian West and the Financial 
Times that legal professionals 
are excellent at providing advice 
that incorporates commercial 
insight, just 15% of them gave the 
same rating to accountancy and 
finance professionals. 

Why should this be? With 
their grip on the numbers, 
financial professionals are close 
to the heart of  any business. Yet 
external advisers are increasingly 
specialised – offering clients a view 

looking metrics and non-financial 
key performance indicators (KPIs). 
One way to stay ahead of  peers and 
of  changing client expectations is to 
embrace commerciality.

What is commerciality?
Commerciality is a much used but 
ill-defined term. Yet its nub is simple: 
commerciality is about focusing on 
business outcomes when providing 
financial information and advice. To do 
this successfully means understanding 
the context in which decisions based 
on that advice will be taken. This is 
an area where many professionals 
struggle. Pride in being technically 

28 PRACTICE | COMMERCIALITY

ACCOUNTING AND BUSINESS



FOR MORE INFORMATION:

The seven habits of  
commerciality framework is at 

www.commerciality-hub.com

correct can lead to inflexibility. Lack 
of  clarity about desired business 
outcome can produce results that 
don’t quite hit the mark. 

Take tax planning, an area rife 
with complexity where technical 
and specialist knowledge is vital 
and advantageous. To benefit from 
tax efficiencies it might make good 
financial sense to advise a company 
to operate a foreign subsidiary. 
However, a solution that is technically 
sound on paper may throw up many 
operational challenges such as an 
increased cost of  workforce mobility, 
or tarnish the corporate reputation with 
the tax avoider tag. 

A truly commercial professional 
balances these competing demands 
to find a solution that helps an 
organisation achieve the best possible 
business outcome. This may require 
problems to be framed in new ways. 
In the above example, rather than dive 
straight into a technical tax-planning 
solution, it may be possible to achieve 
the desired outcome of  freeing up cash 
for investment through a course of  
action that has fewer reputational or 
operational drawbacks. 

Commerciality in practice 
Commerciality is a mindset. This does 
not mean it cannot be taught or honed 
further by experienced professionals. 
To translate commerciality into 
practice it is important to focus on 
behaviour. Identifying behaviours 
that frustrate clients and consciously 
eliminating and replacing them with 
more commercial ones, through 
practice and repetition, is the best way 
to realise lasting improvements. 

Based on extensive research among 
thousands of  finance professionals 
and their clients, we have developed 
a framework to help professionals 
identify, communicate and improve 
commerciality. The ‘seven habits of  
commerciality’ framework (see box) 
can be applied by finance professionals 
to any client engagement, regardless 
of  their area of  expertise. 

Virtuous habits in practice
First: understanding the people. 
Business is mainly about managing 
people, relationships and politics. 
Being aware of  individuals, their 

competing interests and motivations is 
therefore key not only for determining 
the solution to a given problem, but 
also communicating its rationale. 

For example, one firm creates 
relationship maps for all its client 
engagements, mapping out all 
individuals within their own team and 
the client team, and encompassing 
stakeholders such as the CEO and 
non-executives – not just the direct 
members of  the finance team they 
liaise with on a daily basis. 

It is important to pay close 
attention to the competing interests 
and preferences of  the wider group of  
individuals who may have a veto over 
any decisions made.
Next: agreeing the scope. When 
deadlines and resources are tight, it 
is tempting to launch straight into a 
piece of  work to complete it as quickly 
as possible. This leaves little time to 
think through the strategy. The most 
commercial advisers set goals and 
metrics about what a successful client 
engagement looks like, communicating 
information about desired outcomes, 
tasks, resource and timelines. 

Scoping is critical for external 
advisers grappling with a move away 
from traditional ‘time and materials’ 
pricing to fixed or success-related 
fees. Agreeing a clear scope of  works 
up front helps accurately price an 
engagement to avoid writing off  large 
amounts of  work when the needs of  
the client change. 
Lastly: communicating with impact. 
A common complaint from time-poor 
executives is that financial reporting 
is long, technocratic and has to be 
translated for non-financial audiences. 
They want information which is easy 
to understand, quick to assimilate and 
highlights the key points in complex or 

contentious issues. Simple changes 
such as prioritising risks, explaining 
implications clearly for non-financial 
audiences and communicating 
visually make a big difference. 

The pay-off
Commerciality can be a significant 
differentiator when clients choose 
which external firms they work with. 
Being able to articulate knowledge 
of  sector trends, provide foresight 
on relevant issues, and be proactive 
on scoping and project management 
can boost pitch win rates and the 
profitability of  engagements. 

One firm that has tackled this 
challenge head-on has adopted an 
approach based on commerciality 
principles for delivering pension 
advice. In doing so, it has virtually 
eliminated an average 20% write-off  
in fees for subsequent engagements. 

What next?
The seven habits of  commerciality 
framework focuses on virtuous 
habits that have both a short-
term pay-off  (greater efficiency or 
profitability) and long-term benefits 
(improved competitive positioning). 
Developing a strategy sheet for an 
engagement, creating a stakeholder 
map, or focusing on outcomes need 
not be a tortuous experience. 

Any adviser can benefit from 
spending just a few minutes 
being more thoughtful about 
commerciality and what this means 
for their interactions with clients. 
Small changes matter. At the 
beginning of  an engagement have 
the courage to ask commerciality-
focused questions: Who are the 
key stakeholders? What form of  
communication is preferred? What 
kind of  solution is being sought? 
What is the desired outcome? The 
answers might just surprise you. ■

Alastair Beddow is associate director 
and Ben Kent is managing director 
at consultancy Meridian West

THE SEVEN HABITS
1 Focus on the desired outcomes 
2 Understand the business
 context
3 Understand the economics
4 Understand the people
5 Agree the scope
6 Build practical solutions
7 Communicate with impact
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Keeping your head above water?
Treating small audits as a service line doomed to extinction is a bit of a self-fulfilling 
prophecy, says John Selwood, but there are ways to make it successful

I used to know quite a lot of  
auditors just like that. When, in 
1994, the UK had a blanket audit 
requirement for all companies 
regardless of  size, audit was regarded 
as fit for people who, shall we say, 
lacked imagination and ambition. 

In the mid-1990s, audit for the 
larger UK firms was a means to an end, 
a way of  cross-selling other services. 
Anyone who questioned this approach 
was dismissed as out of  touch and 
lacking in commercial awareness. 

I used to live next door to a weekend 
home owned by a man who had made 
his money from ‘plastic-coated wire 
things’. He and his wife were a nice 
couple, but both hated those plastic-
coated wire things, not because the 
business was difficult or unprofitable 
– far from it – but because it was 
pedestrian. From time to time, I 
suggested that plastic-coated wire 
things are good and useful things, and 
making money from them a worthy 
activity, but they were never persuaded. 

A lot has changed since then. 
Regulators are now not only well-
established, they have also been 
emboldened by the financial crisis. 
Ethical requirements are tougher than 
ever and auditing standards are longer. 
Compliance is hard work and a job as 
a compliance officer requires muscle – 
introverted types need no longer apply 
even if  they do know their stuff. 

Audit – for better or worse – is 
no longer dull. Never again will it be 
the relatively easy money it might 
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once have been, and there are risks 
associated with it that simply didn’t 
exist 20 years ago. Clients argue about 
fees, and maintaining the infrastructure 
to support a compliant system is no 
longer cheap.

My advice to firms that have hung 
on to audit registration for the sake of  
one or two audits is either to get their 
smaller audits in order by gearing the 
practice up to perform them properly, 
or to get out altogether – there are 
other ways to make a living. 

So how do the firms out there that 
are quietly making a comfortable profit 
out of  smaller audits – and there are 
plenty of  them, including voluntary 
audits – manage to do it? And what 
should a smaller firm that has 
neglected its audit practice for a while 
do to get it back into shape? 

The suggestions offered in the 
rest of  this piece are based on 
observations of  successful, efficient 
smaller firms with healthy and 
growing audit practices. The vast 
majority have been though significant 
changes in recent years. Many have 
been through mergers or absorbed 
other local practices and taken on 
work for those who have given up 
audit registration. An increasing 
number specialise in industry sectors, 
particularly those with tougher rules 
such as academies, charities and 
financial services. Their recipe for 
audit success seems to involve some 
combination of  the following.

Software and systems
These need to be of  a good standard 
and in place. Systems and software 
are often the elephant in the room 
that no one really wants to talk about 
because the logistics of  change are 
too much to contemplate. Some of  
what is on the market could certainly 
be improved on, and too many systems 
force endless ‘n/a’ answers before 
allowing you to proceed, or constantly 
flag up the same risk in an attempt 
to demonstrate that everything has 
been covered – and even then they have 
too much in low-risk areas and not 
enough in higher-risk areas. 

None of  this promotes efficiency. 
It is a particular problem for smaller 
audits because they are simple 
processes, and audit systems do not 
always scale down easily. Software and 
systems providers used to produce 

small and tiny company variants, but 
the economics no longer support this, 
so a lot of  tailoring is needed. 

If  the providers cannot address 
these issues, firms have to ask 
whether the systems can be tailored 
or overridden, or whether there is 
anything better on the market. This 
is a particular problem when firms 
merge and systems have to be grafted 
onto one another. But even if  there 
is little time or money to fix these 
sorts of  problems, it can be helpful 
to pinpoint the weaknesses and then 
to see if  there are better ways of  
working around them.

Training
Investment in training needs to be 
adequate. Systems can be complex 
and many audit inspectors believe 
bespoke systems typically work 
better because of  the greater training 
investment required. Distinguishing 
between systems problems and 
operator incompetence is not always 
easy but if  training in the use of  the 
system is inadequate, then inefficiency 
seems almost inevitable. 

As an aside, make sure that senior 
staff  read – just once, and really 
understand – the core International 
Standards on Auditing (ISAs), ie the 
risk ISAs and the ISAs on fraud, 
related parties and group audits. 

Avoiding the unnecessary
Excessive documentation and 
redundant procedures need to be 
avoided. Audit inspectors focus on 
what auditors don’t do, but one of  the 
reasons auditors don’t do what they 
should do is because they’re too busy 
doing what they shouldn’t! 

Doing too much is always an issue, 
but especially when margins are thin. 
Ways to avoid it happening include: 

* on straightforward audits where little 
changes, document if  possible the 
risk assessment and final review 
together and make the link clear – 
how issues identified were resolved 

* using last year’s file as a starting 
point for the current year can work 

very well, despite the mantra often 
repeated by some commentators 
to the effect that auditors 
shouldn’t follow last year’s file. 

However, in the second of  these 
examples it is important to remember 
that performing redundant tests 
because they were performed last 
year, or linking the current year’s risk 
analysis to last year’s response, is not 
the best way forward!

Getting the balance right requires 
thought because not doing something 
for the first time often takes more 
courage than doing something extra. 
Auditors need to actively censor file 

padding where full copies rather than 
extracts of  leases and other lengthy 
contractual documents are kept ‘just 
in case’; a rebuttable presumption 
that only extracts should be kept 
might help.

Auditors also need to make sure 
that change is properly managed. 
Don’t encourage a change in 
behaviour and then give out rewards 
for maintaining the status quo – if  the 
firm isn’t ready, then you should wait 
rather than send out mixed messages.

Part of  my neighbour’s problem 
with his plastic-coated wire things 
was that his weekend home was 
in the posh end of  the village. 
Accountants, lawyers and other 
people in suits surrounded him at a 
time we were all being confidently 
assured that British manufacturing 
had had its day and that the future 
lay in the service industries. He 
resented the dismissive attitude of  
some of  his neighbours in much 
the same way as those who believe 
in the value of  smaller audits – and 
are still making a good living from 
them – rightly resent talk of  smaller 
audits having had their day. I don’t 
see much of  that couple any more, 
but when I do, I must ask whether his 
opinion of  those plastic-coated wire 
things has changed. ■

 
John Selwood is a CPD lecturer 
and author

▌▌▌‘SO HOW DO THE FIRMS OUT THERE THAT 
ARE QUIETLY MAKING A COMFORTABLE PROFIT 
OUT OF SMALLER AUDITS MANAGE TO DO IT?’ 
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FAIR SHARES?
With Alibaba deciding to list in New York rather than Hong Kong, debate has raged over 
whether stock markets in Asia Pacific should allow dual-class shareholdings

Polarising debate
Although the weight of  opinion seems, for the time being, to 
be against dual-share structures, there are strong arguments 
on both sides. The fact that dual-class structures are much 
more common in the most developed markets in the world 
suggests that there are some good reasons to have them. 
At the end of  the day, a dry issue of  governance that seems 
best left to accountants and lawyers has emerged as a 
polarising debate across Asia. 

Investors and regulators don’t really like such issues 
but listing companies and stock-market operators do. 
While regulators and investors say that dual-class listings 
take rights away from shareholders and hurt markets, 
companies, in particular hi-tech ones like Alibaba, say 
such structures allow the founders and original investors to 
maintain more control and better execute their vision. And 

stock markets say that dual-class listings – which are far 
more popular in the US and Europe – are key to attracting 
the largest new offerings. 

Stock markets in Asia Pacific have long shied away from 
dual-class shareholdings. In addition to Hong Kong, Taiwan, 
India and Australia have generally banned such structures. 
However, Singapore is currently amending its legislation 
to allow them, while Japan changed its rules to accept 
dual-class structures five years ago in a bid to attract more 
foreign hi- tech companies; the Japan Exchange Group has 
gone on record as saying it would have welcomed Alibaba. 

In Hong Kong, which came second after the New York 
Stock Exchange last year for IPO volume but has frequently 
topped the list, the debate has been particularly active. 
‘Hong Kong and Singapore are really the two exchanges that 
matter for the IPO of  a company like Alibaba,’ says Rozario. 
‘The other Asian exchanges are really not suitable due to 
legal requirements, language, tax and foreign exchange.’

Technically, Hong Kong could allow the listing of  a 
company with dual classes of  shares. The SFC’s Rule 

W
hen Hong Kong turned its back on what 
may end up being the largest initial 
public offering (IPO) in history, it raised 
longstanding issues over corporate 

governance. After a year of back-and-forth, Chinese 
e-commerce giant Alibaba announced in March that it 
would issue its first IPO, estimated to be worth around 
US$15bn, in New York. 

Alibaba considered Hong Kong but the Securities and 
Futures Commission (SFC) – rather than the Hong Kong 
Stock Exchange (HKEx) – ultimately opposed the proposed 
structure of  the listing that included two classes of  shares, 
which Hong Kong generally frowns on. 

‘Alibaba would have been a US$60bn Hong Kong 
company; it would have been good for the HKEx in respect 
to  trading volume,’ says Patrick Rozario, director and 
head of  risk advisory services in Hong 
Kong at accountancy firm BDO. 

‘There are some understandable 
and good reasons for dual-class 
shares,’ Rozario adds. ‘Historically, 
it is a response to hostile takeovers. 
Some arguments go beyond corporate 
raiders, such as newspapermen 
thinking it is important to maintain 
editorial integrity from outside shareholders. European 
families think it is important to maintain family traditions 
in running their business and Alibaba thinks it is important 
to maintain its vision.’ 

But there is another side to this coin – one that 
reflects some long-term thinking that has been 
imbedding itself  across the region over the last few years. 
This is the belief  that more equitable corporate governance 
protects all investors, from grandmothers buying shares 
in the trading rooms of  banks to the huge institutional 
investors that take positions worth hundreds of  millions 
of  dollars. And better investor protection should ultimately 
lead to more stable stock markets that grow in terms of  
size and influence. 

‘With unequal voting rights, shareholders may not be able 
to remove bad managers who have no accountability,’ says 
Rozario. ‘International investors will be more willing to invest 
and conduct more trades in Hong Kong if  they are convinced 
that their investments in Hong Kong are protected. There are 
no second-class investors.’ 

▌▌▌’INVESTORS WILL BE MORE WILLING TO 
TRADE IN HONG KONG IF THEY ARE CONVINCED 
THAT THEIR INVESTMENTS ARE PROTECTED’
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8.11 allows for such structures under exceptional 
circumstances. But among the more than 1,600 
companies listed on the HKEx, just one has two classes 
of  shares: Swire Pacific, whose structure predates the 
existing rules. The company can trace its roots back 
to 1816; its current form was created in 1974 on the 
foundation of  Taikoo Swire, which itself  was listed in 
1959. It controls airline Cathay Pacific, is one of  Hong 
Kong’s largest landowners of  office space and is one of  
the largest Coca-Cola bottlers globally. 

Meanwhile Alibaba, large as it is, is a much newer 
company from mainland China. ‘No one has done it for 
30 years,’ says Jamie Allen, secretary general of  the Asian 
Corporate Governance Association (ACGA). ‘Swire is one 
company that still has dual-class structure. But people 
accept Swire because it is a pretty big company and they 
have known it for a long time.’

Support for stance
In a recent survey of  its members, the ACGA found 
widespread support for Hong Kong’s stance and a general 
dislike for structures involving two classes of  shares. This 
is backed by a 2012 study by the Investor Responsibility 
Research Center Institute of  companies in the S&P 1500 
index, which found that companies with multiple classes 
of  shares generally underperformed. 

The ACGA surveyed 54 investment firms in Asia, Europe, 
North America, Australia and New Zealand on non-standard 
shareholding structures. The results, released in April, 
suggest overwhelming support for the idea of  fair treatment 
of  all shareholders and opposition to dual classes of  shares 
such as the one Alibaba proposed. Among respondents, 
98% said they were against dual classes of  shares. In 
fact, investors said they would start applying discounts of  
between 10% and 25% to the Hong Kong market if  non-
standard shareholding structures became common. 

‘We are not against Alibaba listing in Hong Kong,’ says 
Allen. ‘We simply don’t support its request to be listed with 
a special partnership structure that [undermined] the “one-
share-one-vote” and investor protection in Hong Kong.’

Regardless of  the ultimate impact of  such structures, 
the reality remains that strengthening corporate governance 
is a key concern across Asia. The general view is that 
companies in the region have weaker governance than 
their counterparts in the US or Europe and that a lack of  
strong governance has prevented markets, particularly 
in mainland China, from growing alongside the economy. 
The debate has been going on for some years, particularly 
among the region’s most developed stock markets, but » 

▲ RECORD BREAKER?
Alibaba’s flotation could be the biggest IPO in history
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Alibaba’s proposal raised the profile 
of  the debate. 

Ultimately, says Allen, allowing 
such listings as Japan does and 
Singapore wants to do could be 
detrimental for the markets and 
investors. ‘The US system does 
have strong legal remedies and 
much stronger disclosure-based 
systems with stronger enforcement 
functions,’ he concedes. Even so, 
‘many investors and some of  our 
members in the US are not in favour 
of  dual-class shares’.

‘I think Hong Kong’s reaction to 
Alibaba has been good,’ concludes 
Allen, adding that Hong Kong lists a 
number of  hi-tech companies from China, 
including online gaming giant Tencent, which went public in 
Hong Kong in 2004. ‘It will benefit Hong Kong because people 
will trust Hong Kong more. We have not seen any evidence 
suggesting Hong Kong is going to lose a lot of  IPOs.’ ■

Alfred Romann, journalist

Hong Kong remains attractive to 
investors and was ranked number two 
in terms of corporate governance, 
following Singapore, in the CG 
Watch 2012 report, which the Asian 
Corporate Governance Association 
(ACGA) and brokerage CLSA 
undertake every two years. 

Indonesia and the Philippines were 
ranked at the bottom, according to 
the report that covers 11 markets in 
the region. Singapore, Hong Kong, 
Thailand, Malaysia, India, South 
Korea and the Philippines were 
generally improving compared with 
2010, while Japan, Taiwan, mainland 
China and Indonesia deteriorated.  

The report found that most 
markets in the region have been 
strengthening their governance. 
The findings help explain why stock 
markets in North Asia, most notably 
mainland China, are perennial 
underperformers. Although countries 
have made reforms in the past decade, 
the general outcome is ‘disappointing,’ 
with cultural, legal and political 
similarities that ‘in combination, 
impede and undermine fundamental 
corporate governance reform’.

In South Asia, meanwhile, even 
the strongest two markets in Hong 
Kong and Singapore ‘lack world-class 
systems of  corporate governance’.

▲ FIRM POSITION
Alibaba’s CEO Jack Ma is keen to 
maintain the company’s dual-class 
structure, frowned on in Hong Kong

HONG KONG RETAINS ATTRACTIVENESS

FOR MORE INFORMATION:

The ACGA reports are available at www.acga-asia.org

Controlled Companies in the Standard and Poor’s 1500: 
A Ten Year Performance and Risk Review is available at 

http://tinyurl.com/irrc-institute
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EIGHT ‘NARRATIVES’ ACCOUNT FOR BULK OF REGIONAL VARIANCE
The survey identifies eight significant patterns that have driven the changing 
fortunes of  businesses around the world. Together they account for two-thirds of  
all observed quarter-on-quarter variance in regional economic conditions.

THE SURVEY
Together with the 
Institute of  Management 
Accountants (IMA), ACCA 
publishes the GECS 
four times a year. It has 
become a trusted, widely 
followed barometer for 
the state of  the global 
economy, generating 
extensive media coverage 
– GECS has made it into 
the press 6,300 times 
so far (about once for 
every six responses from 
members). As of  Q1 
2014, GECS provides 
year-on-year comparisons 
over five consecutive 
years. To view the 
latest survey, visit www.
accaglobal.com/ab102

FIVE YEARS ON
The latest ACCA/IMA 
Global Economic Conditions 
Survey (GECS) marks the 
survey’s fifth anniversary by 
exploring the major trends 
that have driven the global 
economy between the 
financial crash in 2009 and 
2014, and considering what 
they might mean for the 
future of the recovery. 

UNRESOLVED ISSUES
The impact of  
unconventional monetary 
policy in developed 
economies has been critical. 
It has caused dramatic 
spillovers into emerging 
markets, fuelled dangerous 
asset price growth, and 
given more of  a boost to the 
financial sector than to the 
real economy.

INFLATION
The report raises questions 
about whether inflation is 
really dead at the global 
level, with operating 
costs on the rise again in 
emerging markets. Inflation 
has never really fallen in 
Africa and the Middle East 
in this period, while in Asia 
Pacific input prices have 
rebounded since late 2012.
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INFLATION PROXIES IN SELECTED EMERGING MARKETS

Crisis response

Currency wars and asset bubbles
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Asian supply consolidation

Middle East peace dividend
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African monetary disruption
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WHERE WE STAND
How did the concept of accountability develop in the context of world history and why 
has accountancy become so divorced from society and culture, asks author Jacob Soll 

governments accountable seems incomprehensible. And yet 
our predicament follows a historical pattern: no sooner is an 
accounting reform made than we find a way to resist it. Indeed, 
the rise of  technology has made the task of  accountability 
even more daunting, as regulators and even auditors come 
up against labyrinthine big numbers and financial logarithms, 
high-speed trading, and complex financial products.

National accountability
As governments struggle with the paradox of  the power and 
frailty of  the Big Four accounting firms, their own account 
books are in greater disarray. Risky mortgage bundles are 
still difficult to value and pose a threat to banking and the 
stock market. American municipalities have gone bankrupt, 
and parts of  Europe teeter on the brink of  insolvency. The 
International Accounting Standards Board has characterised 
municipal and government accounting as being in a stage 
of  ‘primitive anarchy’. All countries, rich and poor, hide 
the true costs of  their pension benefits and healthcare, 
as well as infrastructure, off  their balance sheets. Credit-
rating agencies (Moody’s, Fitch and Standard & Poor’s) have 

A
ccountants have not had an easy time lately. In every 
financial crisis – from Enron to the 2008 meltdown 
– they have been portrayed as criminal, incompetent 
or inconsequential. Indeed, in 2008 accountants 

were nowhere to be seen, except hauling boxes of files out 
of Bear Stearns and Lehman Brothers. 

Despite being involved in almost every financial 
transaction, few political and financial commentators 
discuss accountants or accounting. Yet even as they have 
disappeared from cultural awareness and imagination, 
accountants have become ever more numerous and ever 
more skilled in the large-scale number crunching necessary 
to make and untangle financial operations, and ever more 
essential to the process of  accountability. Looking at our 
own financial challenges in the context of  the history of  
accounting, it becomes clear that if  we want a world with 
financial accountability – something essential to democracy 
and sustainable capitalism alike – we will need to bring 
accountants into clearer view, and accountants themselves 
must play a larger role in financial and civil society.

The fact the Big Four accounting firms employ hundreds 
of  thousands of  accountants and yet they remain hidden 
in the shadows is not a new phenomenon. It is part of  a 
dangerous historical pattern. Considering there have been 
centuries of  struggles over financial accountability, our own 
recent inability to effectively audit and hold companies and 

▲ 2008 MELTDOWN
New York, 15 September 2008: an employee of Lehman 
Brothers Holdings hands a box of his personal property to a 
waiting cab driver in front of the company’s headquarters 
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downgraded leading industrial nations – the 
United States, France, and, more dramatically, 
Italy, Spain, and Greece – not without scandal 
or error. In a vicious cycle of  mistrust, many 
critics in turn cast doubt on the integrity 
and skill of  rating agencies as well as on 
the Big Four. And yet, we need the skills of  
accountants and auditors as never before.

Why, one may ask, don’t democratic 
governments do more to stabilise the world 
of  finance, from the most sophisticated 
leveraging of  Wall Street to the dime-a-dozen 
mortgages of  Main Street? One reason is 
the public is as disengaged from these hard 
questions as it is unknowledgeable in even 
the most basic principles of  accounting 
or political economy. Another is that government and the 
auditing companies cannot keep up with the ever-mutating 
financial tools and tricks of  banking. 

Call for transparency
Citizens and investors, in turn, cannot have confidence in 
multinational businesses or, indeed, their governments, 
when their own auditing firms and public agencies seem 
so powerless to obtain accurate numbers. To foster serious 
and constructive policy debate, the International Monetary 
Fund’s Timothy Irwin has suggested that governments 
publish balance sheets with their net worth, revealing their 
assets, liabilities and budgets up to 50 years into the future. 

Others have simply called for corporations to publish 
clearer balance sheets. These seem to be simple 
prescriptions, but are they possible? None addresses the 
historical difficulties of  transparent accounting. Beyond 
economic cycles, then, failure seems to be built into a 
world financial system that is opaque not at all by 
accident, but rather by multiple designs and by passive 
and dangerous ignorance. 

If  there is any historical lesson to be learned, here, it is 
that those societies that managed to harness accounting as 
part of  their general cultures flourished. Republican Italian 
city-states like Genoa and Florence, Golden Age Holland, and 
18th- and 19th-century Britain and America all integrated 
accounting into their educational curriculum, religious and 
moral thought, art, philosophy and political theory. 

In Holland, for example, accountability was not simply 
an idea one learned or the work ethic of  one religious or 
ethnic group. It was embedded into all facets of  culture. 
One would learn accounting at school and practise it in 
business, civil and domestic life and, at the same time, read 
religious texts about accountability and view masterworks 
of  art that placed warnings about accounting and financial 
hubris in the backdrop of  scenes or messages from the 
Bible. Politicians discussed the importance of  accounting 
and accountability, and political pamphlets called for audits 
using religious language. Among educated citizens, there 

was an expectation that those in power, from municipal 
administrators to educators to princes, knew accounting 
and had a sense of  just how essential financial 
accountability was to their republican system.

Today, economics has too often been reduced to complex 
number crunching and theories about human behavioural 
patterns or economic cycles. And yet, it was born as not 
just a mathematical field of  inquiry but a historical study 
of  culture. The French economist Jean-Baptiste Say called 
economics the ‘simple exposition of  the every day life of  
wealth’, and Max Weber insisted on studying both ‘economy 
and society’. Indeed, societies that avoided disastrous 
financial reckonings did so by putting finances in a 
meaningful cultural context.

Perhaps the salvation of  our stumbling, hyper-financial 
societies lies not only in the personal, disciplined accounting 
of  the famed porcelain-maker and pioneering industrialist, 
Josiah Wedgwood, or in the historical and moral approaches 
of  economic thinkers like Adam Smith or, indeed, in the 
analysis of  modern-day number crunchers, but also in the 
old lessons of  Dutch paintings which illustrate so powerfully 
the importance of  bookkeeping and financial management 
by grounding it in piety, ethics, civic politics and art. 

By putting finance into its own sphere, we have lowered 
our financial and political aspirations. Once, we asked those 
who practised finance to consider accounting as an integral 
part of  society and culture, even elevating the mundane 
numbers of  account books to the analysis of  religion and 
great literature. It is this cultural ambition we need to 
recapture if  we are to face down our future reckonings. It is 
time not only for politicians and the public to engage with 
accountants, but for accounting to become a much more 
ambitious field and for it to insist on a leading role. This 
means not just balancing the books, but also debating what 
that means in daily life and government. ■

Jacob Soll is the author of The Reckoning: Financial 
Accountability and the Making and Breaking of Nations, 
published by Allen Lane

▲ HISTORICAL PERSPECTIVE
In his book, Jacob Soll examines the changing 
role that accountancy and book-keeping has 
played in various eras and within different nations
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THE RETURN OF 
             PILLAGE

The increasing complexity of supply chains means that a corporate association with 
pillaged goods could bring a risk of money-laundering charges, warns Jason Piper

between appropriations for military necessity (permissible 
within ‘the rules of  war’) and simple commercial theft. 
Historically the roots of  pillage were small-scale, and limited 
to such goods as could easily be carried. But with the advent 
of  industrialised warfare in the 20th century, the scale and 
parameters of  pillage changed, and many of  the war crimes 
trials after the second world war were of  the individuals 
who controlled the mines and factories which processed raw 
materials taken by force from occupied territories.

More recently, prosecutions for pillage have been more 
rare, despite more of  the raw materials on which modern 
supply chains rely being in areas where armed conflict is 
common. But all that may be changing, and the crime itself  
is adapting to the realities of  modern international trade. 
Perhaps most significantly for business, theft (and with it 
pillage) has become a predicate crime for money-laundering 
offences. In other words, the simple act of  handling pillaged 
goods in your supply chain can constitute money laundering.

Crucially, there are indications that courts will consider 
direct prosecution for pillage of  corporate bodies 
themselves, rather than the individuals who control them. 
While the International Criminal Court (ICC) restricts its 

P
illage is a little like a hippopotamus. Almost 
everyone thinks they know what one is and that they 
could recognise it. Some people even know where 
they live, and where the name comes from. But far 

fewer people know enough about them to understand just 
how dangerous they really are – they kill more people each 
year than any other mammal on the planet, man excluded.

Recent developments in litigation and legislation have 
raised the risk to corporates from pillage. Direct prosecutions 
of  limited liability corporations, not just their officers or 
managers, may now be on the cards, and liability for money-
laundering offences can attach indirectly, simply as a result 
of  handling goods that were pillaged by a supplier or their 
associates. Detailed knowledge of  your supply chains is more 
than just a matter of  profit margins, it can be a defining 
element in your corporate reputation. Identification of  your 
brand with war crimes could be disastrous for customer 
relations, while a conviction for money laundering would be 
fatal to public procurement in most jurisdictions. 

Pillage is the crime of  theft in the context of  an armed 
conflict. There are strict legal definitions around what 
constitutes ‘armed conflict’ here, along with a distinction 

▲ SHINING A LIGHT
The electronic goods sector is one that needs 

to carefully manage its supply chain
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FOR MORE INFORMATION:

Jason Piper’s paper, Pillage: A new threat to global 
supply chains, is at www.accaglobal.com/ab100 

jurisdiction to natural persons, almost every national 
legal system on the planet has also incorporated a triable 
domestic offence of  pillage. Because of  this, the definitions 
of  which legal persons can be charged with pillage will 
also follow local rules. In many jurisdictions, this means 
that companies, with their separate legal personality, 
can in theory be charged with the offence. There is by no 
means universal academic support for the proposition that 
liability for pillage can be attributed to a corporate body. 
Yet there are strong indications that the concept of  pillage 
is developing so as to encompass this wider application, 
with clear implications for companies in both financial and 
reputational terms. 

The different national crimes of  
pillage all incorporate the same key 
elements of  the ICC definition. As a 
war crime, pillage is treated with the 
utmost seriousness, and the offence 
need not have been committed within 
the borders of  the nation entertaining 
the charges. The gravity of  war crimes is such that several 
countries have a ‘universal jurisdiction’ to deal with pillage, 
and will entertain charges against any person regardless 
of  where it took place. Remote though management 
may consider the risk of  such an action, the potential 
consequences are so great that it must be managed.

Supply chain due diligence 
The length and complexity of  modern supply chains almost 
defy comprehension. The difficulties of  fully understanding 
your own business were highlighted in the EU recently when 
horse meat was found to have made its way, unidentified, 
into the food chain. Major supermarket chains were faced 
with the embarrassment of  publicly admitting that they 
did not know what was going into their own-label foods. 
With manufactured goods, the scope for incorporation of  
untraced components and materials is even greater. Cotton 
and palm oil both have ‘high-risk’ supply chains, while 
the risks to electronic goods manufacturers posed by the 
prevalence of  raw materials from the Democratic Republic 
of  the Congo is well known in the industry, and has been 
publicised by non-governmental organisations (NGOs). 

Depending on where in the world you operate, and what 
sector you trade in, your potential exposure to legislative 
controls designed to impose some level of  supply chain due 
diligence on businesses will vary. 

While the main areas of  defence for a business will relate 
to the knowledge of  circumstances and intention to commit 
pillage, a ‘win’ based on ignorance of  its own supply 
chains is unlikely to be satisfactory for most multinational 
corporations. In addition to involvement in highly emotive 
criminal conduct, they will have been shown not to have 
fully understood their own supply chains, albeit not to a 
criminally irresponsible level. The only fully satisfactory 
outcome for a business will be to prove that it has no 

involvement in pillage, whether intentional or otherwise. The 
reporting regimes proposed around the world all rely on 
detailed knowledge not only of  the business’s own activities, 
but of  its relationships with others and their activities. 

The administrative burden of  maintaining a consistent 
paper trail of  accountability at every production stage for 
every individual shipment of  materials is, however, unlikely 
to be an attractive prospect. The levels of  due diligence 
required at each stage of  the production cycle will vary 
according to the perceived risk, and the resources available 
to the business. After all, lack of  resource to confirm the 
status of  goods does not constitute a legal defence. 

Businesses may need to find proxies for direct assurance. 
For example, suppliers’ membership of  recognised 
trade bodies or submission to certain levels of  audit will 
demonstrate a commitment to good practice. Whether this 
can be judged adequate will involve a considered appraisal 
of  the circumstances, a process ideally suited to the skills 
of  the modern accountant. 

Increasingly, though, businesses are opting for voluntary 
transparency initiatives – both Intel and Apple have 
committed to programmes of  smelter verification as part 
of  their efforts to ensure conflict-free minerals are used. 
Assurance of  this nature has many benefits; it is subject 
to objectively verifiable criteria, and it builds on existing 
economic processes and management measures. But 
whether your business is compelled to maintain records 
or simply wants to manage its reputational risk properly, 
supply chain due diligence will be an integral part of  any 
defence against charges of  involvement in financial war 
crimes, whether those charges are laid in a court of  law or 
the court of  public opinion. 

Notwithstanding the abhorrent nature of  the underlying 
crimes, a business must, in managing risk, focus on the 
economic realities of  staying in business. If  the costs of  
effective supply chain assurance become too great, then 
competition from less scrupulous rivals may well render the 
best efforts of  a responsible business counterproductive as 
its goods are priced out of  the market. ■

Jason Piper is a technical manager, tax and business law, 
in ACCA’s technical department

▌▌▌THERE ARE INDICATIONS THAT COURTS WILL 
CONSIDER DIRECT PROSECUTION FOR PILLAGE 
OF CORPORATE BODIES THEMSELVES
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TALENT DOCTOR: 
REACHING YOUR GOAL 
Suppose at the start of the year that your boss had set 
you a stretching target of bringing £100,000 of revenue 
into the business by the end of the financial year, which 
happens to be December. It’s September now and 
you’ve already banked £80,000, so you’re well ahead of 
schedule. How would you feel?

Would you celebrate your accomplishment and the 
fact that you’re already 80% of  the way there? Or would 
you focus on the 20% that you’ve yet to bring in to hit 
your goal?

This isn’t just an intellectual exercise. Allow me to 
explain, as research tells us that your focus may have 
important consequences on your ability to get the rest of  
the way to where you want to be.

A team of  investigative psychologists led by Joyce 
Ehrlinger at the University of  Waterloo in Canada recently 
tracked 109 overweight individuals over the course of  
a 12-week weight loss programme. Participants were 
randomly assigned to one of  three groups.

One group was encouraged to adopt an 
accomplishment focus – ie to track the weight that they 
successfully managed to lose each week. A second group 
was encouraged to adopt a goal focus by thinking about 
how much weight they still needed to lose in order to 
achieve their overall weight loss goals. A third control 
group was encouraged to lose weight but given no 
specific instructions on how to measure their progress.

So which set of  instructions would you guess was 
more effective in helping people to lose weight? The focus 
on what they had already achieved or the focus on what 
they had yet to do?

The researchers carefully measured everybody’s 
actual weight losses and found that the participants who 
had been instructed to focus on their accomplishment 
on average lost 2.66% of  their body weight over the 12 
weeks. But the participants who had been told to adopt 
the goal focus – to think about how far they still had to 
go – lost 4.6% of  their body weight. That’s nearly twice 
as much weight loss.

The control group that had been given no special 
instructions ended up losing around 2.21% of  their 
weight. That suggests that unless they have special 
instruction most people tend to focus on what they have 
achieved rather than what they still need to do.

Ehrlinger and her research collaborators concluded 
in their write-up of  the experiment that ‘focusing on 
one’s accomplishments might inspire progress-induced 
coasting and, consequently, decrease motivation’. 

In other words, having an accomplishment focus may 
encourage us to bask in the contented feelings of  what 
we’ve achieved so far, which may inadvertently lead us to 
slacken off.

So the implication is clear. If  a goal is important 
to you, then adopting a goal focus by concentrating 
on what you have yet to do may be the better route to 
success. Having that goal focus may fuel our ambition 
and give us just that little extra boost towards achieving 
what we want.

Dr Rob Yeung is a psychologist at leadership consulting 
firm Talentspace and the author of more than 20 
career and management books, including How To Win: 
The Argument, the Pitch, the Job, the Race. He also 
appears as a business commentator on BBC, CNBC and 
CNN news

Career boost
Is a glass-half-full or half-empty mindset better in achieving work targets? Talent doctor 
Rob Yeung reports. Plus, how to beat the office blues when you return from holiday

40 INSIGHT | CAREERS

ACCOUNTING AND BUSINESS

www.talentspace.co.uk
www.twitter.com/robyeung


Is it possible to feel good about returning to work after a vacation? Perhaps. If, 
say, it rained in Dubai while you were there, the kids were all stung by jellyfish, 

or the ski resort had no snow, you may even be buoyed by the prospect of work.
But for most, it means an overflowing inbox, colleagues who 
seem to go out of  their way to present you with emergencies 

to deal with, a computer that has forgotten who you are, an 
end to parading everywhere in flip-flops and shorts, and a 

big corporate frown at any attempt to open a bottle of  wine at 
noon. So how can you soften the blow of  re-entry? 

First, leave nothing to chance before you go on vacation. Do 
a thorough hand-over to colleagues, predict what may come 
up while you’re away to limit prospective damage, and turn on 
your out-of-office with alternative contacts. 

Then, when you get back, just concentrate on getting 
through the first week. Arrange meetings out of  the office if  
possible, and book a short holiday the following weekend to 

limit the impact. Most important of  all: channel your 
relaxed, revitalised aura into your work and workplace – 
it just may bring some happiness to the office at large.

‘I got a call from a recruitment 
agency after they saw my 
LinkedIn profile suited the 
lead accountant role at Marina 
Bay Services, Singapore,’ says 
Htet Htet Win Aye. ‘It seemed a 
great opportunity to grow in a 
leading finance role for a newly 
set up group of companies.’ 

MBS is targeting offshore oil 
and gas companies, especially 
in the Gulf  of  Mexico. It provides brokerage services for 
offshore vessels and platforms, and vessel construction 
and maintenance supervision services. 

She says: ‘I really enjoy adding value to the 
company as the main finance and accounting person, 
implementing accounting policies, setting up accounting 
software and liaising with all stakeholders.’

Tips for a successful job interview 

* Be yourself. Companies look for integrity and honesty. 
Everybody has weaknesses – that’s OK. Always tell 
interviewers what you’ve learnt from situations and 
how you overcame weaknesses. This shows you’re 
learning every day. Companies are looking for people 
who want to continually improve, so show a willingness 
to learn. 

* Never say anything negative or critical about past 
employers. You can say the office was understaffed 
and you were pressured, or unable to maintain a 
healthy work-life balance, but saying that your boss 
bullied you will unfortunately make you look worse 
than your old company.

* Interviews are a two-way process. Ask good questions 
about the role, responsibilities, department structure, 
opportunity for progression, company attitudes 
towards training etc.

Each round saw the 
competitor nations battling 
it out to quieten the job 
market – Brazil (-63%) vs 
Colombia (-69%), Belgium 
(–26%) vs USA (-7%), 
Netherlands (-32%) vs 
Argentina (-57%). 

Interestingly, mobile 
job-searching fell far less 
than for desktop during the 
tournament – so fans were 
waving flags in one hand 
and job-hunting in the other.

FOOTBALL FEVER LAYS 
JOB HUNTERS LOW
During the World Cup final, 
there was a 72% decrease 
in Argentinians searching 
online for jobs and a 55% 
fall in Germany, according 
to job board Indeed. And 
while you might expect this 
from the two finalists, they 
weren’t the only countries to 
see huge slumps in activity 
on the job markets during 
the tournament. 

RECRUITERS TURN TO 
THE ALGORITHM
According to an article in 
the FT (‘Forget the CV, data 
decide careers’), companies 
are turning to the mountains 
of  personal data online 
and on their servers to 
determine the best possible 
candidates. 

By overlaying screening 
responses from candidates 
with employee behavioural 
research and social media 

statistics, companies get 
a whole lot of  big data to 
crunch in the hope that 
trends and patterns will 
steer recruitment. And to 
think, we’ve all spent years 
agonising over our CVs… ■

This page is compiled and 
edited by Neil Johnson
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PARTNER POWER
An ACCA report has identified what finance functions struggling to deliver business insight in 
a fast-changing environment need to do to be truly effective. Teuta Bakalli FCCA explains

The research identifies three kinds of  impediment for the 
finance function: 

* Leadership and strategy. Does finance have the business 
understanding and sponsorship to have its value creation 
ideas taken seriously? This is arguably the hardest 
problem to fix because it may be the one that finance is 
least equipped to recognise as a problem.

* Technology. Does finance have the technological 
capability to deliver recommendations based on timely 
and accurate information? This ought to be the easiest 
problem to fix, although board approval for investment 
can never be a foregone conclusion – the business case 
for ‘better information’ always needs to be made.

* Human capital. Does finance have people with the 
right mix of  knowledge and capabilities to support the 
business continuously, and a mindset that will let them 

D
espite all the talk 
about the role of 
finance as a partner to 
the business, this is by 

no means a new concept. It has 
been talked about and, indeed, put 
into practice for many years. Finance has long 
provided CEOs and the rest of the business with 
more than just ‘rearview mirror’ financial results. And 
finance’s role in providing insight and analysis, in helping 
the business formulate strategy and make decisions, is well 
recognised by boards and senior management teams.

Yet the topic, quite rightly, refuses to go away. One 
reason for this is that while technology is driving changes 
in business models, reducing barriers to entry and pushing 
the pace of  new product development (and ‘not quite so 
new’ product obsolescence), it is by no means certain that 
finance is keeping up.

ACCA in partnership with IMA (Institute of  Management 
Accountants) has undertaken research as global as our 
membership. Roundtables with finance leaders were held in 
New York, Toronto, Vancouver, London, Singapore and Hong 
Kong, while two surveys involved 750 CFOs around the world 
and over 1,200 respondents from ACCA and IMA members. 

The results tell us a lot about how the demands on 
business create demands on finance. The best finance 
functions are adopting an entrepreneurial approach. Others 
are struggling with the challenge and risk losing credibility 
within the organisation as to their ability to provide the 
insight that the business requires. They will, therefore, carry 
a huge burden of  responsibility should their organisations 
be unable to create growth.
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deliver effectively? Finance needs to recognise where 
missing skills or inappropriate attitudes can be dealt with 
by training and development or if  resources need to be 
brought into the business (and other resources rotated 
out), and to know what skills will be required in future.

The research made clear that all these challenges are 
surmountable; finance can deliver on the partnering skills 
required for effective decision-making in an increasingly 
competitive, fast-moving and entrepreneurial climate. To do 
so, it needs to do three things: create the mandate, fix the 
information and deploy the right talent. 

Creating the mandate 
This is a two-way street. Finance needs the culture to be able 
to deliver commercial insight – indeed, to take a leadership 
stance in doing so, by being proactive, not reactive. The 
problem for many is that this can be at odds with the deeply 
embedded stewardship and controllership functions of  
finance. CFOs need to set the tone at the top to position the 

whole finance function to support the business. ‘It’s a way 
of  setting an example to the finance fraternity to become 
as essential to whoever they are partnering as the CFO is to 
the rest of  the management team,’ as one of  the London 
roundtable participants put it. 

The CFO also has to get buy-in from the board and the 
business to win the trust and mandate that finance needs 
to be an effective partner. As another London roundtable 
attendee put it: ‘If  you work for a traditional organisation or 
sector, their view and perception of  finance is likely to be as 
the department that keeps the business out of  jail. Finding a 
space or a seat at the table that allows finance to contribute 
insights as a partner can be incredibly difficult.’

To get the ‘pull’ from the rest of  the business, finance 
needs to empower itself  to deliver. ‘Part of  the success 
here is the strength and quality of  personal relationships 
with the rest of  the business, and the perception they have 
of  what finance can bring to the table,’ another roundtable 
participant suggested.

Fixing the information 
If  it takes too long for systems to churn out information, or 
manual workrounds are needed to verify untrustworthy data 
or hammer conflicting spreadsheets together, then finance 
is ill equipped to do its job in the 21st century business 
world. Similarly, if  the finance machine cranks out numbers 
that make little sense, provide no insight, few analytics and 
not much forward-looking guidance for decision-making, 

then it’s failing. Calling a piece of  data a key performance 
indicator (KPI) doesn’t make it so. 

Finance is often led by technology, the roundtables 
concluded, and so finance needs to ‘step back and 
understand what the organisation needs in terms of  its 
reporting and its insight and analysis’. Then the task is to 
find and adapt the right technology solution to achieve this.

Deploying the right talent 
This requires getting two principal issues right. First, should 
finance skills be embedded across the business, but risk 
‘going native’ and losing their professional independence 
by doing so? Or should they remain tightly within finance, 
but sacrifice the visibility and deep level of  understanding 
of  what’s happening in the business? A hybrid model 
arguably addresses that dilemma. A roundtable participant 
in Singapore said: ‘The most successful organisations where 
finance is a true business partner is where they have the 
ability to balance governance with value-add.’ 

The second issue is having staff  
with the right skills. Finance staff  need 
the technical accounting skills but also 
communication and relationship skills. 
They also need the right attitude, the 
right mindset. ‘The business actually 
really wants finance to challenge it, but 
unless you speak the same language 

and phrase the questions carefully you can get pushback,’ 
one of  our panellists said. It’s all about finding people who 
are willing and able to do this effectively.

The clear goal for finance is to be a truly effective, 
supportive and proactive partner for the business in an 
increasingly fast-moving world where decision-making 
can no longer be put off  until a complete and perfect 
suite of  information has been compiled by finance. In 
measuring finance’s performance against that goal it is hard 
to think of  a more appropriate or more simple metric than 
the one suggested by one of  our Singapore finance leaders: 
‘One of  the ways I see success is where leaders from the 
business come to you when they have a big decision to 
make, rather than me having to go to them. You’re top of  
mind for them because they know you will add value to the 
decision-making process.’ ■

Teuta Bakalli is CEO of Extol Solutions and a member of 
the ACCA/IMA Accountants for Business Global Forum

▌▌▌‘THE BUSINESS ACTUALLY WANTS FINANCE 
TO CHALLENGE IT, BUT UNLESS YOU SPEAK THE 
SAME LANGUAGE YOU CAN GET PUSHBACK’

FOR MORE INFORMATION:

More at www.accaglobal.com/smart

Financial insight – challenges and opportunities is one 
of  a series of  reports looking at how finance functions 

can improve their business partnering practices. 
You can find it at www.accaglobal.com/ab101
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There are lots of definitions out there. 
However, Grundy defines strategy as: 
‘How you get from where you are now 
to where you want to be – and with real 
competitive advantage.’

This is something he expands on, with 
real-life examples from the workplace 
and everyday life, in his earlier book 
Demystifying strategy, before going on 
to explore the more mysterious concept 

of  ‘strategic thinking’, which he defines 
as: ‘The thinking process that looks at 
any complex situation from a variety 
of  angles, and seeks out options and 
evaluates them and their implications 
from differing perspectives in a novel way.’

This is less enlightening in isolation 
than it is when supported by all of  the 
CEO input and Grundy’s analysis of  this 
in Demystifying Strategic Thinking.

DEFINING STRATEGY AND STRATEGIC THINKING

THE NEXT STEP
Today’s accountants are expected to be strategists as well as finance specialists, but not 
all are comfortable in this role. Strategy consultant Tony Grundy offers some advice

S
tepping outside your comfort zone is always a 
challenge – it goes with the territory. However, 
some accountants will feel more challenged than 
others by the increasing pressure for them to be 

more ‘strategic’. ‘Sometimes, you can see accountants 
stiffen when you start talking about strategic thinking,’ 
says Tony Grundy, who used to be one, before he morphed 
into an independent strategy consultant. ‘The world of 
strategy seems remote from the more cut and dried world 
of figures,’ he says, and many accountants are unsure what 
their role in strategy formulation might be.

Should they wait until the strategy is sufficiently well 
formed that they can put some numbers on it, or should 
they be getting stuck into the actual forming and shaping 
of  the raw ideas? Does strategy formulation require special 
tools or concepts? How much time should be spent on it? 
Does it add value and, if  so, how can you measure this? If  
these and other unanswered questions and uncertainties 
aren’t enough to make you ‘stiffen’, there’s always the 
mystery surrounding what ‘being strategic’ or ‘thinking 
strategically’ actually involves.

In Grundy’s latest book, Demystifying Strategic Thinking, 
the born-again strategy guru attempts to provide some 
much-needed clarification on what it entails, when one 
should do it, and on which topics. He says: ‘When you 
Google “strategic thinking” it brings up lots of  general 
material on strategic management. But this tends to 
be thick with concepts and theory and thin on cognitive 
processes.’ Instead, Grundy takes you inside the heads 

of  some strategic thinkers, by 
sharing the thoughts, words 
and deeds of  selected chief  
executives (CEOs) – and then 
analysing them.

This could be an interesting 
place for finance chiefs who 
want to ‘think strategically’ so 
that they can better support 
the CEO – or take a few steps 
in the direction of  their shoes. 
Grundy provides illumination 
through a series of  case 
studies with high-profile CEOs 
of  commercial organisations 
and non-profits.
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At 300-plus pages it’s not a short book, but reading 
it could give you some genuine insight into the thought 
processes, feelings, motivations and preoccupations of  these 
particular CEOs – and Grundy – despite them all having a 
different take on strategic thinking. One CEO describes it 
as ‘an everyday event’ and something they do ‘24-hours a 
day’ (even while sleeping, presumably); a second says ‘it 
is not something that just happens – strategic thinking is 
something that you must consciously do’; while a third sees 
it as ‘a long-winded way of  expressing common sense’.

They all seem to agree on its value, even if  none of  them 
can put a figure on it, which shouldn’t diminish the appeal 
of  strategic thinking among finance chiefs. ‘The trouble with 
being just an accountant is that it is very much like having 
one eye, rather than two – the second being strategic,’ 

says Grundy. ‘Not only does this mean you don’t get high 
definition, you don’t get to see things in 3D either. To act 
as the strategic foil to the CEO, you need this just to get 
started,’ he explains, urging accountants to take a helicopter 
view, rather than cling to the more linear approach.

Strategic mindfulness
Grundy suggests various ways to develop the softer skills 
such as ‘intuition, imagination and visioning’ that this 
brave new view of  the world requires. Options range from 
hurtling to the top of  the Burj Khalifa in Dubai – with the 
determination of  Tom Cruise and the music from the 
Mission: Impossible film playing in your head – to practising 
yoga (you’ll need to read the book), to more mundane 
activities, such as visiting a shopping mall. ‘One should look 
at all everyday life experiences as opportunities to practice 
strategic mindfulness,’ says Grundy, alluding to Zen.

If  you don’t fancy extreme yoga or extreme shopping 
you’ll be relieved to find there are less drastic ways to 
broaden your horizons. ‘Accountants could read books on 
management which deal with successes and failures,’ says 
Grundy. ‘They can study “scenario story telling” and learn a 
bit about how the human brain works and different thinking 
styles. Studying a little about Dr Meredith Belbin’s team role 
theory would be useful,’ he adds. If  that seems too much 
like hard work, there are more ‘playful’ activities to pursue.

By way of  example, Grundy suggests practising the 
art of  mindset dumping. Perceptions, expectations and 
assumptions all help to shape the ways in which an 
individual, team or company views their strategy and what 
they are trying to achieve; mindset dumping is a way of  

▌▌▌’THE TROUBLE WITH BEING JUST AN 
ACCOUNTANT IS THAT IT IS VERY MUCH LIKE 
HAVING ONE EYE, RATHER THAN TWO’

Dr Tony Grundy is a 
professional accountant, 
MBA and has a PhD in 
strategy. He worked with 
EY, KPMG, ICI, BP and 
PA Strategy Consultants 
before becoming an 
independent strategy 
consultant, business 
school academic and 
writer. He also lectures 
in strategy and corporate 
finance at Henley 
Business School. 

Over the past 20 years, he has had 19 books 
published, including Demystifying Strategy (published 
by Kogan Page in 2012) and his recent follow-up 
Demystifying Strategic Thinking – lessons from leading 
CEOs. Grundy works with clients of  all industries 
and globally. He also runs ‘mini MBA’ courses with 
Euromoney and is a regular contributor to Accounting 
and Business. tony.grundy1@virginmedia.com

waving farewell to those preconceptions – if  only temporarily. 
‘Imagine you are a strategy consultant,’ he quips, ‘and if  
this is beyond you, try imagining that you are an alien, or a 
competitor, or a customer, or a CFO who wants to be a CEO’. 

Another way to become a more strategic thinker is 
specialist education. ‘In an ideal world you would do an MBA 
or mini-MBA in strategic finance of  the kind that I do,’ says 
Grundy. Training courses such as this can help to transform 
your thinking and justifiably boost your self-confidence: 
armed with an understanding of  the principles of  strategy 
and leadership and the tools and techniques used by other 
members of  a management team, you can better influence 
their thinking and proposals, and better articulate your own.

You could change the demands to be more strategic 
– and look beyond the finance function to the rest of  the 

business and the environment around 
it. Although automation is  
diminishing the need for the traditional 
skills and mindset of  accountants, 
CFOs are in pole position to take 
the next step and transition from 
compliance CFO, via strategic CFO, to 
strategic CEO. ‘The more exposure you 
can get to strategic thinking the better,’ 

says Grundy, even if  you do this by reading, imagining 
and visioning. ‘It’ll help you to understand how CEOs are 
thinking,’ he says. ‘Just open your second eye and get  
inside their heads.’ ■

Lesley Meall, journalist
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information gap about 
what you are buying but 
also an understanding 
gap – what does that data 
say about the strategic and 
financial health of  what you 
are buying? There is also 
typically a competency gap 
in that you may not know 
how to run a business that is 
different in subtle as well as 
more obvious ways.

In-fill acquisitions are 
generally lower risk as 
you are dealing with the 
relatively familiar.

Absorption acquisitions 
are virtually always low 
risk as they entail fully 
integrating operations. 
Exceptions are when a new 
customer base is being 
put through the acquirer’s 
own operations, with the 
attendant risk of  alienating 
customers.

This article looks at 
the different types of 
acquisition, their objectives, 
their value, the acquisition 
process and acquisition 
skills. We then finish with a 
classic case study – BMW’s 
acquisition of Rover Group. 

Types
Acquisitions can be broken 
down into three main types:

* ‘Step-out’ acquisitions 
involve diversification 
and take you into a new 
business domain.

* ‘In-fill’ acquisitions add 
another business unit to 
existing domains.

* ‘Absorption’ acquisitions 
involve integrating new 
operations within the 
existing business.

Step-out acquisitions are 
generally the riskiest as 
there is often not just an 

Objectives
Acquisitions can be made 
for quite different reasons: 
to achieve cost savings, 
to acquire competences, 
to grow market share, to 
just grow generally, to 
grow internationally, to 
gain a position in future 
high-growth markets, to 
defend the business or 
protect industry structure, 
to add shareholder value, to 
generate exciting new career 
opportunities, or to send a 
message to shareholders 

that the company is a 
dynamic one.

Potentially poor 
objectives here are: to 
just grow generally, to 
protect the business, to 
generate exciting career 
opportunities, and to send 
a message to shareholders 
that the company is 
dynamic. Each of  these is 
associated with shareholder 
value destruction. A classic 
case was the RBS takeover 

of  ABN Amro Bank just 
before the credit crunch to 
expand its presence in the 
sub-prime market. 

Better objectives might 
be acquiring competences, 
cost cutting, and generating 
shareholder value.

Absorption acquisitions 
tend to be made to reduce 
costs, to increase market 
share etc. 

In-fill acquisitions are 
typically to defend position, 
to grow generally and to 
increase market share – 
provided that the acquisition 
actually serves whatever 
market that is. 

Step-out acquisitions 
are usually more about 
positioning for future high-
growth markets, acquiring 
competences and growing 
internationally. 

Value
Acquisitions are not only 
of  different types and have 
different objectives but also 
add value in different ways 
– what’s known as value 
segmentation’. Put simply, 
‘value’ comes in different 
pots and ought not to be 
collapsed to a single number 
(eg a net present value). In 
the most general terms we 
can distinguish between 
value added at different 
stages of  the process as:

* V1: the value inherent in 
the existing strategy

* V2: the value added (or 
destroyed) by the deal

* V3: the value added 
(or destroyed) through 
integration (and further 
strategy development).

The idea here is that each 
one of  V1, V2, and V3 is 
positive – although, all too 
often, one, two or even three 

Acquisitions without tears
In the third article in his series on international business, 
Tony Grundy explains how to make effective acquisitions

▲ MAY THE FOURS BE WITH YOU…
Rover’s four-wheel-drive Land Rover division was one of the big 
lures for BMW in its ill-judged takeover of the ailing UK car maker
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of  these value segments are 
actually negative.

In addition to these 
aspects, value can be added 
in different ways, such as 
cost savings and gaining 
market share (‘sweat value’), 
or positioning in markets 
expected to be high growth 
in the future (‘opportunity/
speculative value’).

Being very, very clear not 
only about the objectives but 
also the targeted value of  
an acquisition means going 

a lot deeper than just doing 
a set of  numbers for future 
sales, margins and costs.

Value segmentation 
can be made very specific 
indeed. For instance, Rolls-
Royce many years ago 
acquired Allison Engine in 
the US. The value segments 
identified here were ‘core 
value’ (the value of  existing 
products), ‘spares value’ 
(the value of  the spares 
stream) and ‘capability 
value’ (the value that could 
be generated through its 
skills as applied either in the 
Allison business, or to the 
Rolls-Royce business). 
So the business case was 
based on three, and not one, 
present values.

Process 
Commonly the acquisition 
process is thought of  as:

* searching for targets

* evaluating the targets 

* doing the deal. 
And, perhaps, if  you are 
lucky, you get an integration 
stage too.

This model is, however, 
very limited as it fails to 
nest the acquisition within 
the strategic context – and 
also in the latter stages 
of  implementation and 

learning. A better model 
might be:

* Goals: define corporate 
goals, position and do gap 
analysis (linked to V1)

* Role and criteria: define 
the possible role of  
acquisitions and set 
criteria (linked to V1) 
in relation to others eg 
organic development and 
alliances

* Options: identify and 
evaluate options (linked 
to V1)

*  Doing the deal (V2 stage)

* Integration and learning 
(the V3 stage).

This model does a number 
of  things over and above a 
mere search process. 

It anchors the process 
to corporate strategies 
and the wider opportunity 
stream (acquisitions are 
not a strategy in their own 
right but a means towards a 
corporate strategy). 

It sets clear acquisition 
criteria – which can be set 
up as a series of  strategic 
dos, don’ts and might-dos.

And learning is crucial – 
for any further acquisitions 
and to steer the integration.

Skills 
A wide range of  skills are 
needed to manage the 
acquisition process. First, 
there are the strategic, 
organisational and financial 
analytical skills for 
pinpointing your current 
strategic position and 
needs. There are also the 
investigative skills on top 
of  these for identifying and 
evaluating targets.

In addition there are the 
imaginative, creative and 
visionary skills sometimes 
needed to come up with 

▌▌▌INTEGRATION IS A TALL ORDER THAT CRIES OUT 
FOR RESOURCES, A DETAILED PLAN, AND PEOPLE WITH 
ALMOST PSYCHIC SENSORS FOR WHERE THE RISKS LIE

an unusual but cunning 
idea and the insight that 
a particular company may 
really fit in well (or not) to 
your business portfolio. This 
may need the support of  
culture diagnosis skills as 
well as astute judgment of  
leadership capability.

Negotiation requires 
another skill set and also 
more technical skills 
associated with due 
diligence such as legal, tax 
and financial.

Integration entails 
change management and 
communications skills as 
well as excellent project 
management, speed and 
tenacity. To combine this 
with the learning process 
demands considerable 
objectivity. 

Last but not least is 
the need for outstanding 
leadership capability.

It’s a tall order that cries 
out for adequate training, 
the right team, sufficient 
resources, a detailed and 
thorough plan, and the right 
people – who need to have 
almost psychic sensors 
for where the risks and 
uncertainties lie.

BMW and Rover 
In 1994 BMW decided to 
buy Rover to expand its 
model range (smaller cars 
and four-wheel drives in 
particular) and to build its 
mass for competing globally. 

Unfortunately, its strategy 
(V1) was flawed. With the 

exception of  its four-wheel 
drive, Rover had an ailing 
product range in very 
competitive markets. Much 
more investment was needed 
to turn it around than the 
£3bn actually spent. 

BMW never really 
understood what it was 
getting. It overlooked Rover’s 
reliance on Unipart for parts 
and did not appreciate 
the enormous engineering 
input required to replace 
Rover’s Honda technology. 
Even Rover’s four-wheel-
drive model wasn’t in as 
good a strategic shape as 
BMW assumed, while the 
Mini needed redesigning 
from scratch. And finally, 
BMW’s hands-off  approach 
following the first two years 
of  acquisition was a poor 
integration strategy.

Huge currency losses 
helped take Rover’s total 
losses in 1999 to £0.9bn, 
threatening BMW’s 
independence. In 2000 
BMW sold the four-wheel-
drive business to Ford for 
£1.7bn and got rid of  the 
rest to a consortium led 
by John Towers, Rover ex-
CEO, recouping the £0.7bn 
original purchase price it 
had paid for Rover. By then 
BMW had invested £3bn – 
and had to develop its own 
four-wheel drive. £3bn is a 
lot to pay for the Mini.

Did BMW follow the 
acquisition process well? 
No. Did it have the requisite 
skills? Probably another 
no. Did Towers? No – Rover 
burnt up its £1bn dowry and 
finally went bust in 2005. ■

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

FOR MORE INFORMATION:

www.tonygrundy.com

For previous Tony Grundy articles on strategy and 
management theories, visit www.accaglobal.com/abcpd
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(set only one quarter 
ahead)

* update annual forecast

* give a view of  the next 
financial year.

The recommended elapsed 
time spent on the four 
quarterly forecasts during 
any given year is no more 
than five weeks. It is quick 
because each quarter’s 
forecast is never a cold start 
and a planning tool is used. 

The diagram above shows 
how the quarterly rolling 
process works for a June 
year-end. The dark-shaded 
zone is the forecast for the 
next quarter and the most 
important part to get right. 
The unshaded zone is the 
second quarter, which is 
also forecast monthly. The 
mid-shaded zone is only 
forecast in quarterly breaks.

As a guide, budget 
holders should spend 
60% of  their time on 
the first quarter because 
first quarter numbers will 
become targets, 20% on the 
second quarter and 20% on 
the remaining four quarters.

Second week of December 
This is when budget holders 
forecast to the end of  the 
year, with monthly numbers, 
and the remaining period 
in quarterly breaks. The 
funding and reporting 

We all know that our annual 
plan will be wrong as soon 
as the ink is dried, so let’s 
get it wrong quicker, albeit 
more closer to the truth.

The first writers to put 
annual planning to the sword 
were Jeremy Hope and 
Robin Fraser in their classic 
book Beyond budgeting. The 
reasons why the annual 
planning process should be 
replaced are because it:

* takes too long

* costs too much

* leads to dysfunctional 
behaviour (padding out 
of  budgets as you know 
there will be cutbacks)

* undermines monthly 
reporting

* is not designed for a 
dynamic organisation.

Quarterly rolling forecasts
In this process management 
determines the likely 
revenue and expenditure 
for the next 18 months. 
The focus is on what 
is happening in the 
forthcoming quarter, but 
with an eye to the bigger 
picture six quarters out. The 
quarterly forecast is used to:

* fund budget holders, on 
a quarterly rolling basis, 
once their forecast has 
been approved

* set the monthly budgets 
for month-end reporting 

Time to get rolling
They take far too long, cost too much and lack dynamism, so why not ditch your  
annual plan and embrace quarterly rolling forecasting, suggests David Parmenter

FOR MORE INFORMATION:

www.davidparmenter.com

targets are set for the 
January to March numbers. 
At the same time, they 
forecast next year’s numbers 
for the first time. Budget 
holders are aware of  the 
expected numbers and the 
first cut is reasonably close. 
This is a precursor to the 
annual plan. This forecast is 
stored in the planning tool.

Second week of March
This is when budget holders 
re-forecast to year-end 
and the first quarter of  
next year with monthly 
numbers, and the remaining 
period in quarterly breaks. 

Budget holders obtain 
approval to spend April 
to June numbers. The 
budget holders at the same 
time revisit the December 
forecast (the last forecast) 
of  next year’s numbers 
and fine-tune them for the 
annual plan. Budget holders 
know they will not be getting 
an annual lump sum funding 
for their annual plan. The 
numbers they supply are for 
guidance only. ■

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

1 Become a disciple of  Jeremy Hope, the thought 
leader for corporate accountants.

2 Prepare your elevator speech about the woes of  
annual planning (see earlier article).

3 Send me an email (parmenter@waymark.co.nz) 
and I will send you a draft sales pitch to eradicate 
annual planning.

NEXT STEPS

Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

18 months

18 months

18 months

18 monthsAnnual plan finalised

First look at annual plan

Quarterly update of  rolling forecast (during 2nd week)
Forecast monthly in detail (60% of  available time) 
Forecast monthly (20% of  available time)
Forecast in quarterly spells (20% of  available time)

X
X

X
X

X

X

HOW THE ROLLING FORECAST WORKS FOR AN ORGANISATION WITH A JUNE YEAR-END
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There has been significant 
divergence in practice 
over recognition of 
revenue, mainly because 
International Financial 
Reporting Standards (IFRS) 
have contained limited 
guidance in certain areas. 
The original standard, IAS 
18, Revenue, was issued 
in 1982 with a significant 
revision in 1993. IAS 18 
was not fit for purpose in 
today’s corporate world 
as the guidance available 
was difficult to apply to 
many transactions, with the 
result that some companies 
applied US GAAP when it 
suited their needs. 

Users often found it 
difficult to understand the 
judgments and estimates 
made by an entity in 
recognising revenue, partly 
because of  the ‘boilerplate’ 
nature of  the disclosures. 
As a result of  the varying 
recognition practices, the 
nature and extent of  the 
impact of  the new standard 
will vary between entities 
and industries. For many 
transactions, such as those 
in retail, the new standard 
will have little effect but 
there could be significant 
change to current practice in 
accounting for long-term and 
multiple-element contracts.

On 28 May 2014, the 
International Accounting 
Standards Board (IASB), 
as a result of  the joint 
project with the US Financial 
Accounting Standards Board 
(FASB), issued IFRS 15, 
Revenue from Contracts with 
Customers. Application of  
the standard is mandatory 
for annual reporting periods 
starting from 1 January 
2017 onward and earlier 

application is permitted. 
IFRS 15 replaces the 
following standards and 
interpretations:

*  IAS 11, Construction 
Contracts

*  IAS 18, Revenue

*  IFRIC 13, Customer 
Loyalty Programmes

* IFRIC 15, Agreements for 
the Construction of  Real 
Estate

*  IFRIC 18, Transfer of  
Assets from Customers 

*  SIC-31, Revenue – Barter 
Transactions Involving 
Advertising Services.

This article looks at some 
of  the issues surrounding 
the definition and nature of  
a contract under IFRS 15. 
It also looks at the criteria 
that must be met before an 
entity can apply the revenue 
recognition model to  
that contract. 

The definition of  what 
constitutes a contract for 
the purpose of  

applying the standard is 
critical. The definition of  
contract is based on the 
definition of  a contract in 
the US and is similar to 
that in IAS 32, Financial 
Instruments: Presentation. 
A contract exists when an 
agreement between two 
or more parties creates 
enforceable rights and 
obligations between those 
parties. The agreement 
does not need to be in 
writing to be a contract, 
but the decision as to 
whether a contractual right 
or obligation is enforceable 
is considered within the 
context of  the relevant legal 
framework of  a jurisdiction. 
Thus, whether a contract 
is enforceable will vary 
across jurisdictions. The 
performance obligation 
could include 
promises 

that result in a valid 
expectation that the entity 
will transfer goods or 
services to the customer 
even though those promises 
are not legally enforceable.

The criteria that must 
be met before an entity 
can apply the revenue 
recognition model to that 
contract have been derived 
from previous revenue 
recognition and other 
standards. If  some or all 
of  these criteria are not 
met, then it is unlikely that 
the contract establishes 
enforceable rights and 
obligations. The criteria are 
assessed at the beginning 
of  the contract and are not 
reassessed unless there has 
been a significant 
change in 

Step change
In the first of two articles on IFRS 15, Graham Holt looks at issues 
surrounding the definition and nature of a contract under IFRS 15 

»
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circumstances, which make 
the remaining contractual 
rights and obligations 
unenforceable.

The first criteria set out 
in IFRS 15 is that the parties 
should have approved the 
contract and are committed 
to perform their respective 
obligations. In the case of  
oral or implied contracts, 
this may be difficult, but 
all relevant facts and 
circumstances should be 
considered in assessing the 
parties’ commitment. The 
parties need not always be 
committed to fulfilling all 
of  the obligations under a 
contract.

IFRS 15 gives the 
example where a customer 
is required to purchase a 
minimum quantity of  goods, 
but past experience shows 
that the customer does not 
always do this and the other 
party does not enforce their 
contract rights. There needs 
to be evidence, however, that 
the parties are substantially 
committed to the contract. 
If  IFRS 15 had required 
all of  the obligations to 
be fulfilled, there would 
have been circumstances, 
as set out above, where 
revenue would not have been 
recognised, even though the 
parties were substantially 
committed to the contract.

It is essential that 
each party’s rights and 
the payment terms can 
be identified regarding 
the goods or services to 
be transferred. This latter 
requirement is the key to 
determining the transaction 
price. The construction 
industry was concerned as 
to whether it was possible 
to identify the payment 
terms for orders where the 
scope of  work had been 
determined but the price 
of  the work may not be 
decided for a period of  
time. These transactions 
are referred to as unpriced 
change orders or claims. 

contract. The standard 
defines the term ‘customer’ 
as a ‘party that has 
contracted with an entity 
to obtain goods or services 
that are an output of  the 
entity’s ordinary activities in 
exchange for consideration’. 
This is to distinguish 
contracts that should be 
accounted for under IFRS 15 
from under other IFRSs. 

Some respondents 
asked for a clarification of  
the meaning of  ordinary 
activities, but none was 
given. Instead reference was 
made to the description 
of  revenue in the IASB’s 
Conceptual Framework 
and the FASB Concepts 
Statement No 6. An 
entity needs to consider 
all relevant facts and 
circumstances, such as the 
purpose of  the activities 
undertaken by the other 
party, to determine whether 
that party is a customer. 

At first sight this 
definition may seem 
relatively straightforward 
to apply; however, there 
are circumstances where 
an appropriate assessment 
is needed. For example, 
in cases where there is 

IFRS 15 includes the need 
to determine whether the 
unpriced change order 
or contract claim should 
be accounted for on a 
prospective basis or a 
cumulative catch-up basis. 
If  the scope of  the work 
has been approved and 
the entity expects that the 
price will be approved, then 
revenue may be recognised. 

The contract must have 
commercial substance 
before revenue can be 
recognised as without this 
requirement, entities might 
artificially inflate their 
revenue and it would be 
questionable whether the 
transaction has economic 
consequences. 

Further, it should be 
probable that the entity will 
collect the consideration 
due under the contract. An 
assessment of  a customer’s 
credit risk is an important 
element in deciding whether 
a contract has validity, but 
customer credit risk does 

not affect the measurement 
or presentation of  revenue. 
The consideration may be 
different to the contract 
price because of  discounts 
and bonus offerings. 

The entity should 
assess the ability of  the 
customer to pay and the 
customer’s intention to pay 
the consideration. In cases 
where the contract does 
not meet the criteria for 
recognition as a contract in 
IFRS 15, the consideration 
received should only be 
recognised as revenue 
when the contract is either 
complete or cancelled, or 
until the contract meets 
all of  the criteria for 
recognition. 

IFRS 15 does not apply 
to wholly unperformed 
contracts where all parties 
have the enforceable right 
to end the contract without 
penalty. These contracts 
do not affect an entity’s 
financial position until either 
party performs under the 
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collaborative research 
and development between 
biotechnology and 
pharmaceutical entities, or 
grants received for research 
activity where the grantor 
specifies how the output 
from the research activity 
will be used. Additionally, 
it is possible that a joint 
arrangement accounted for 
under IFRS 11 could fall 
within the scope of  IFRS 
15 if  the partner meets the 
definition of  a customer.

In the case of  the transfer 
of  non-financial assets that 
are not an output of  an 
entity’s ordinary activities, 
it is now required that an 
entity applies IFRS 15 in 
order to determine when to 
derecognise the asset and to 
determine the gain or loss 
on derecognition. This is 
because these transactions 
are more like transfers 
of  assets to customers, 
rather than other asset 
disposals. IAS 18 did not 
provide specific guidance 
for variable consideration 
in these circumstances, but 
IFRS 15 does. 

IFRS 15 excludes 
transactions involving 
non-monetary exchanges 

Some contracts with 
customers will fall partially 
under IFRS 15 and partially 
under other standards.

An example of  this would 
be a lease arrangement with 
a service contract. If  other 
IFRSs specify how to account 
for the contract, then the 
entity should first apply 
those IFRSs. The specific 
subject standard would take 
precedence in accounting 
for a part of  a contract and 
any residual consideration 
should be accounted for 
under IFRS 15. Essentially, 
the transaction price will be 
reduced by the amounts that 
have been measured by the 
other standard.

The second article will 
deal with the five-step model 
of  IFRS 15. ■

Graham Holt is director of 
professional studies at the 
accounting, finance and 
economics department at 
Manchester Metropolitan 
University Business School

FOR MORE INFORMATION:

www.ifrs.org

www.fasb.org

between entities in the same 
industry to facilitate sales 
to customers or to potential 
customers. It is common 
in the oil industry to swap 
inventory with another oil 
supplier to reduce transport 
costs and facilitate the sale 
of  oil to the end customer. 
The party exchanging 
inventory with the entity 
meets the definition of  a 
customer, because of  the 
contractual obligation which 
results in the party obtaining 
output of  the entity’s 
ordinary activities. In this 
situation, the recognition 
of  revenue would not be 
appropriate as there would 
be an overstatement of  
revenue and costs.

Leases, insurance 
contracts, and financial 
instruments and other 
contractual rights or 
obligations within the 
scope of  IFRS 9, Financial 
Instruments, IFRS 10, 
Consolidated Financial 
Statements, IFRS 11, 
Joint Arrangements, IAS 
27, Separate Financial 
Statements, and IAS 28, 
Investments in Associates 
and Joint Ventures, are also 
scoped out in the standard.  
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the Shanghai office of  SAT, 
these ‘digitalised, innovative 
services aim to achieve 
high efficiency, and they 
are in accordance to the 
development of  [a] modern 
tax system’.

NEW TAX REGULATION
Responding to a 2014-
2020 plan issued by the 
China State Council to 
build a national credit 
system, China’s State 
Administration of  Taxation 
has issued a regulation to 
help companies in China 
pay tax on time. According 
to the new regulation, 
companies – who have to 
purchase VAT invoices from 
the government before 
issuing them – will be 
categorised as ‘A’, ‘B’, ‘C’ 
and ‘D’. While A companies 
can get instant assistance 
from tax authorities and buy 
three months’ worth of  VAT 
invoices in one purchase, 
other companies can only 
buy one month’s worth. 
Meanwhile, D-category 
companies will face strict 
monitoring and limited 
supply of  VAT invoices 
and general invoices. The 
amount of  VAT invoices D 
companies can purchase 
has to equal the amount 
billed in business invoices. 
Companies in China buy VAT 
invoices at SAT’s regional 
offices nationwide.

SINGAPORE

YUAN FACILITY AGREED
On 1 July the Monetary 
Authority of  Singapore 
(MAS) launched a facility 
for providing overnight 
Chinese yuan (CNY) liquidity 
to financial institutions in 

HONG KONG

TAX AGREEMENT SIGNED
Hong Kong has signed a 
double taxation and tax 
evasion agreement with 
South Korea. The agreement 
will enable South Korean 
residents of  Hong Kong to 
claim tax paid in the special 
administrative region (SAR) 
as a credit against Korean 
tax liability. Furthermore, 
any South Korean tax paid 
by Hong Kong companies 
will become a credit against 
tax payable in Hong Kong. 
The agreement will also cap 
at 10% the withholding tax 
charged in South Korea (now 
14% to 20%) on interest 
earned by Hong Kong 
residents in South Korea, 
while the South Korean 
withholding tax on royalties 
earned by Hong Kong 
residents will be cut from 
20% and capped at 10%. 

CHINA

NEW SERVICES FOR ZONE
China’s State Administration 
of  Taxation (SAT) has 
introduced 10 new 
services to help companies 
located in Shanghai Free 
Trade Zone, launched in 
September 2013. These 
will help companies file tax 
registration applications 
online instead of  filing them 
in hard copy. The service will 
recognise digital invoicing 
by e-commerce companies 
based in the zone, and 
monthly reporting will be 
replaced by quarterly online 
reporting for companies 
using the zone’s Yangshan 
Free Trade Port Area to 
provide logistics services 
inside China. According to 

Singapore. A directive issued 
in June by the People’s Bank 
of  China Nanjing branch 
approved companies and 
individuals to conduct cross-
border CNY transactions 
with Singapore from the 
Singapore-linked Suzhou 
Industrial Park (SIP) in 
Jiangsu, north of  Shanghai. 
The MAS said that these 
two initiatives would help 
grow the CNY offshore 
market in Singapore.

DATA AMENDMENT
The Monetary Authority of  
Singapore has proposed 
amendments to its guidance 
on preventing money 
laundering and terrorist 
financing, making it clear 
that financial institutions 
can collect personal data 
on clients to undertake due 
diligence. By following the 
proposed reforms, financial 
services would stay within 
the Personal Data Protection 
Act, said the MAS. It said 
that when performing 
customer due diligence, 
financial institutions may 
collect, use and disclose 
personal data without 
customer consent.

MALAYSIA

CODE LAUNCHED
The Securities Commission 
Malaysia (SC) and the 
Minority Shareholder 
Watchdog Group (MSWG) 
have launched a Malaysian 
Code for Institutional 
Investors. This best-practice 
guidance was developed 
by Malaysia’s largest 
institutional investors, 
notably the Employees 
Provident Fund, Permodalan 
Nasional, Kumpulan Wang 

Persaraan, the Social 
Security Organisation, 
Lembaga Tabung Angkatan 
Tentera and Lembaga 
Tabung Haji.

The code states that 
investors should disclose 
stewardship policies, 
effectively monitor their 
engagement with investment 
targets and manage conflicts 
of  interest. From 2016, code 
signatories are expected 
to report annually on how 
they apply its principles. 
An institutional investor 
council will be established 
to discuss stewardship 
issues and oversee the 
code’s application.

STANDARD AMENDMENTS
The Malaysian Accounting 
Standards Board (MASB) 
has adopted new accounting 
standards (MFRS 14 and 
FRS 14) for ‘regulatory 
deferral accounts’ used 
by suppliers of  goods 
and services subject to 
government price controls. 
The International Accounting 
Standards Board (IASB) 
had issued a standard 
IFRS 14 to harmonise how 
accounting systems should 
recognise such accounts 
– and the new Malaysian 
standards have adopted 
these principles.

The MASB has also 
amended Malaysian 
accounting principles, 
clarifying how depreciation 
and amortisation should be 
recorded. Writing relevant 
IASB changes to IAS 16 
and IAS 38 into Malaysian 
rules, the changes give 
additional guidance on 
calculating depreciation or 
amortisation of  property, 
plant and equipment 

Technical update
A monthly round-up of the latest developments in financial reporting, audit,  
taxation, guidelines and agreements from across Asia Pacific
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and intangible assets. 
Amendments to Malaysia’s 
MFRS 116 prohibit revenue-
based depreciation because 
revenue does not necessarily 
reflect how property, plant 
and equipment is used or 
consumed; for instance, 
price can be impacted by 
inflation. And changes to 
MFRS 138 state that an 
amortisation method based 
on revenue generated at least 
partly by an intangible asset 
is usually inappropriate. 

GST GUIDE FOR HOTELS
The Chartered Tax Institute 
of  Malaysia has released a 

HK AUDIT REFORM PROPOSED
The Hong Kong Institute of Certified Public Accountants 
(HKICPA) has welcomed the launch by the Hong 
Kong government of proposals to reform the special 
administrative region’s regulatory regime for auditors of 
listed companies and other organisations.

Three months of  consultation ends on 20 
September on the proposals, whose goal is to enhance 
the independence of  Hong Kong’s audit regulators. 
The government wants to benchmark controls 
against international standards, while ensuring they 
are locally appropriate.

guide helping commercial 
accommodation businesses 
understand the country’s 
goods and services tax 
(GST). It explains, for 
example, how GST affects 
promoters and hotel brokers 
and impacts on deposits, 
booking, retention and 
cancellation fees. 

DISCLOSURE PROPOSALS
Accountants have been 
asked to comment on 
proposed reforms to 
disclosure obligations 
by mineral, oil and gas 
companies listed on the 
Malaysia stock exchange, 

Bursa Malaysia. Planned 
reforms include increasing 
information to be released 
about the acquisition and 
sale of  such companies, 
including deals that 
involve special-purpose 
acquisition companies. 
The Malaysian Institute of  
Accountants is seeking views 
on the proposals. 

TALENT STRATEGY
Malaysia’s central bank, 
the Bank Negara Malaysia, 
has established a Financial 
Services Talent Council, 
charged with providing 
strategic thinking and 

advice on ensuring that the 
country’s financial sector 
has sufficient high-quality 
professionals. The council 
will identify the future 
staffing demands of  the 
Malaysian financial sector 
and recommend strategies 
to develop, attract and 
retain such expertise, 
working with the private 
sector and education and 
training institutes. It will 
also encourage best practice 
in managing talented 
financial professionals.■

Keith Nuthall and Wang 
Fanqing, journalists

Under the proposals, Hong Kong’s Financial Reporting 
Council (FRC) will assume the responsibility of  overseeing 
regulation of  listed entity auditors. It will be granted 
inspection and disciplinary powers over how listed 
organisations are audited. Meanwhile, the HKICPA will be 
legally obliged to register auditors, and set continuing 
professional development requirements and standards 
on professional ethics, auditing and assurance. The 
government has proposed that the FRC be funded by 
levies from listed entities, securities transactions and 
listed-entity auditors.
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acquired and liabilities 
assumed to be measured 
at fair value for purchase 
price allocation. Investment 
properties are to be 
measured at fair value 
at each reporting date 
under SFRS 40 Investment 
Property.

However, this standard 
does not apply to share-
based payment and 
leasing transactions. Also, 
measurements that are 
similar to fair value, but are 
not fair value (such as net 
realisable value in SFRS 2 
Inventories or value in use 
in SFRS 36 Impairment of 
Assets) are not applicable.

The term ‘fair value’ 
is used throughout FRS. 
Given that there are few 
scope exclusions, this 
standard is pervasive.

Definition of  fair value
Fair value is defined as ‘the 
price that would be received 
to sell an asset or paid to 
transfer a liability in an 
orderly transaction between 
market participants at the 
measurement date’.

Fair value is a current 
exit price, not an entry 
price (see diagram, 
above). The exit price for 
an asset (or liability) is 
conceptually different from 
its transaction price (or 
entry price). While the exit 
and entry price may be 
identical in many situations, 
the transaction price is not 
presumed to represent fair 
value. For example, the last 
transacted price for a thinly 
traded quoted investment 
may not reflect fair value.

The exit price objective 
of  a fair value measurement 
applies regardless of  the 

For many years, preparers 
of financial statements have 
grappled with the issues 
associated with measuring 
fair value because several 
financial reporting 
standards require (or 
permit) reporting entities 
to measure (or disclose) 
assets or liabilities at fair 
value. Singapore FRS 113 
Fair Value Measurement 
(SFRS 113) was issued to 
provide guidance about how 
to measure fair value and 
information to be disclosed. 

As this standard is to be 
applied prospectively for 
annual periods on or after 
1 January 2013, Singapore 
entities presenting financial 
statements from 2014 
onwards will be affected.

SFRS 113 establishes 
how to measure fair value. 
It does not address which 
assets or liabilities to 
measure at fair value, or 
when it must be performed. 
The reporting entity must 
look to other financial 
standards in this regard.

This article is not 
intended to address 
comprehensively all of  the 
detailed requirements of  
this standard, but rather 
to provide an overview 
of  the key concepts and 
practical guidance.

Scope
SFRS 113 applies whenever 
another financial reporting 
standard requires (or 
permits) the measurement 
of  fair value, including 
a measure that is based 
on fair value, i.e. fair value 
less cost. 

For example, SFRS 103 
Business Combinations 
requires identifiable assets 

reporting entity’s intent 
and/or ability to sell the 
asset (or transfer the 
liability). Fair value is the 
exit price in the principal 
market, or in the absence, 
the most advantageous 
market. 

Fair value is not based 
on how much an entity has 
to pay to settle a liability. 
Instead, it should be based 
on how much the reporting 
entity has to pay a market 
participant who is willing to 
take over the liability.

The transaction to sell 
the asset (or transfer the 
liability) is assumed to be 
orderly between market 
participants under normal 
current market conditions. 

Information that becomes 
known after measurement 
date is not normally taken 
into account. 

Market participants 
are buyers and sellers 
in the principal (or most 
advantageous) market 
who are: (i) independent 
of  each other; (ii) 
knowledgeable about the 
asset or liability; and (iii) 
able and willing to enter 
into a transaction for the 
asset or liability. 

In other words, fair 
value is a market-based 
measurement, not an entity-
specific measurement. 
For example, synergies 
available to a specific buyer 
are not considered in the 

What is fair value?
An overview of the key concepts and practical guidance for SFRS 
113 Fair Value Measurement including valuation techniques

Asset
Price that would be 
received to sell the 

asset

Liability
Price that would be 
paid to transfer the 

liability

Fair value is an  
exit price

Between market 
participants

In an 
orderly transaction

At measurement 
date

FAIR VALUE AS AN EXIT PRICE
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valuation of  an interest in 
an unquoted investment.

Fair value framework
Many of  the key components 
used in the fair value 
framework are interrelated 
and their interaction should 
be considered holistically. 
The overall process for 
determining fair value under 
SFRS 113 may be illustrated 
by the diagram above.

In practice, 
navigating the fair value 
framework may be more 
straightforward for certain 
types of  assets (e.g. quoted 
investments) than for others 
(e.g. intangible assets).

The unit of  account 
defines what is being 

measured for financial 
reporting and this is 
normally determined by 
the applicable financial 
reporting standard. 
Fair value may need to 
be measured for either 
a standalone asset 
(or liability) or a group of  
assets (or liabilities), i.e. 
a cash-generating unit. 

For example, a reporting 
entity that manages a 
group of  financial assets 
and financial liabilities 
with offsetting risks on the 
basis of  its net exposure 
to market may elect to 
measure the group based 
on the price that would 
be received to sell its net 
long position. 

The principal market is 
the market for the asset 
(or liability) that has the 
greatest volume or level 
of  activity. To determine 
the principal market, 
management needs to 
evaluate the level of  
activity in various markets. 
The market in which an 
entity normally transacts 
is presumed to be the 
principal market.

In the absence of  
a principal market, 
management needs 
to identity the most 
advantageous market, 
which is one that maximises 
the amount that would be 
received to sell the asset, 
after taking into account 

transaction costs and 
transport costs. 

The standard is clear 
that, if  there is a principal 
market for the asset (or 
liability), the price in that 
market represents fair value. 
The standard prohibits 
adjusting fair value for 
transaction costs incurred, 
but it does require such 
transaction costs to be 
considered in determining 
the most advantageous 
market. For example, 
agent’s commission, legal 
fees and stamp duty are 
not deducted from the 
price used to fair value 
real estate.

There may be no known 
or observable market 
for an asset or liability. 
For example, there may 
be no specific market 
for the sale of  a CGU 
or intangible asset. In 
such cases, management 
needs to develop a 
hypothetical market and 
identify potential market 
participants.

The concepts of  ‘highest 
and best use’ and ‘valuation 
premise’ are only applicable 
when determining the 
fair value of  non-financial 
assets e.g. property, plant 
and equipment.

The fair value hierarchy 
categorises the inputs 
used into three levels. A 
reporting entity is required 
to maximise the use of  Level 
1 inputs (i.e. unadjusted 
prices in active markets, 
like stock price quoted on 
SGX) and minimise the 
use of  Level 3 inputs (i.e. 
unobservable assumptions 
like projected cashflows). 
The best indication of  fair 
value is a quoted price 
in an active market. This 
categorisation is relevant 
for disclosure purposes. 

While the availability 
of  inputs might affect 
the valuation techniques 
selected to measure fair 
value, the standard does »  

Asset  
(or liability)
Determine unit  

of  account

Fair 
value

Is there a most 
advantageous 

market?

Is there a 
principal market?

Highest volume  
of  activity

No observable 
market
Develop a  

hypothetical market

Financial asset  
(or liability)

Valuation premise on  
standalone or net position

Valuation 
techniques

Market, income  
and cost approach

Non-financial asset
Determine highest and best use  
on standalone or in combination  

with other assets/liabilities

Market 
participant inputs

Maximise Level 1 inputs
Minimise Level 3 inputs

THE FAIR VALUE FRAMEWORK
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normally used to value 
certain types of  financial 
instruments e.g. debt 
securities estimated using 
transaction prices and other 
relevant market information 
like coupon, maturity and 
credit rating.

Income approach: The 
income approach converts 
future cashflows or 
income and expenses to a 
discounted amount. A fair 
value using this approach 
will reflect current market 
expectations about future 
cashflows or income and 
expenses.

Valuation techniques 
include:

* Present value techniques 
e.g. discount rate 
adjustment rate 
technique and expected 
present value technique

* Options pricing models 
e.g. Black-Scholes-
Merton

* Multi-period excess 
earnings method

not prioritise the use of  
one valuation approach 
over another.

Valuation techniques
Three valuation approaches 
are widely used to measure 
fair value, namely the 
market approach, the 
income approach and 
the cost approach. 

Market approach: The 
market approach is a 
widely used valuation 
technique and is defined 
as ‘uses prices and other 
relevant information 
generated by market 
transactions involving 
identical or comparable 
assets or liabilities’.

Valuation techniques 
consistent with the market 
approach use prices from 
observed transactions for 
the same or similar assets 
e.g. P/E and P/EBIDTA 
multiples. Another example 
of  a market approach is 
matrix pricing, which is 

* Relief  from royalties 
method

The standard does not limit 
the valuation techniques 
that are consistent with 
the income approaches. It 
provides some application 
guidance, but only in relation 
to present value techniques.

Cost approach: The cost 
approach reflects the 
amount that would be 
required currently to replace 
the service capacity of  an 
asset. This approach is 
often referred to as current 
replacement cost and is 
typically used to measure 
the fair value of  tangible 
assets such as plant and 
equipment.

From the perspective of  a 
market participant seller, the 
price that would be received 
for the asset is based 
on the cost to a market 
participant buyer to acquire 
or construct a substitute 
asset of  comparable utility, 
adjusted for obsolescence. 

Obsolescence is broader 
than depreciation and 
encompasses:

* Physical deterioration

* Functional/technological 
obsolescence

* Economic obsolescence
These three approaches are 
consistent with generally 
accepted valuation 
methodologies used outside 
financial reporting. 

The determination of  the 
appropriate technique(s) 
to be applied requires 
significant judgment, 
sufficient knowledge of  the 
asset (or liability) and an 
adequate level of  expertise 
regarding valuation 
techniques. Within a given 
approach, there may be 
a number of  possible 
valuation methods. 

For instance, there are a 
number of  different methods 
used to value intangible 
assets under the income 
approach, namely the 
multi-period excess earnings 
method and the relief  from 
royalty method, depending 
on the nature of  the asset.

Selection, application and 
evaluation of  the valuation 
techniques can be complex. 
As such, the reporting entity 
may need assistance from 
valuation professionals.

Regardless of  the 
valuation technique(s) 
used, the objective of  a 
fair value measurement 
remains the same, that is, 
an exit price under current 
market conditions from 
the perspectives of  market 
participants.

Premiums and 
discounts
In certain instances, 
selection of  inputs could 
result in a premium 
or discount being 
incorporated into the fair 
value measurement. The 
standard distinguishes 
between premiums or 
discounts that reflect 
size as a characteristic 

▌▌▌SFRS 113 APPLIES TO LIABILITIES, BOTH FINANCIAL 
AND NON-FINANCIAL, WHENEVER A STANDARD REQUIRES 
THOSE INSTRUMENTS TO BE MEASURED AT FAIR VALUE
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(especially blockage factor), 
control premium/discount 
for minority interest 
and discount for lack of  
marketability.

The standard explicitly 
prohibits the consideration 
of  blockage discounts in 
fair value measurement. 
Blockage discount is an 
adjustment to the quoted 
price of  an asset because 
the market’s normal trading 
volume is not sufficient to 
absorb the quantity held by 
a reporting entity.

When measuring the fair 
value of  interest in private 
business, control premium/
discount for minority 
interest and discount for 
lack of  marketability can be 
taken into consideration.

Fair value of  a liability
SFRS 113 applies to 
liabilities, both financial 
(e.g. debt obligation) 
and non-financial (e.g. 

decommissioning liability), 
whenever a standard 
requires those instruments 
to be measured at fair 
value. For example, in 
accordance with FRS 103 
Business Combination, 
management needs to 
determine the fair value 
of  liabilities assumed 
when contemplating a 
purchase price allocation.

The fair value 
measurement of  a 
liability contemplates the 
transfer of  the liability to 
a market participant at 
the measurement date. 
The liability is assumed to 
continue (i.e. it is not settled 
or extinguished), and the 
market participant to whom 
the liability is transferred 
would be required to fulfil 
the obligation. 

The fair value of  a 
liability also reflects the 
effect of  non-performance 
risk. Non-performance risk 

is the risk that an obligation 
will not be fulfilled and 
includes the reporting 
entity’s own credit risk 
and other risks such as 
settlement risk.

For example, there is no 
observable price available 
for a decommissioning 
liability. Hence, the 
reporting entity might 
consider the future cash 
outflows that a market 
participant would expect 
to incur in fulfilling the 
obligation, discounted 
at a rate, which reflects 
the risk-free rate and risk 
premium to reflect its 
credit risk, i.e. a present 
value technique. 

Concluding thoughts
SFRS 113 provides a 
framework to estimating 
fair value. It is intended 
to reduce inconsistencies 
and increase comparability 
in fair value measurements 

used in financial reporting. 
However, it does not provide 
specific rules or detailed 
‘how to’ guidance. Hence, 
judgment is involved in 
estimating fair value. 

The effect of  applying 
this standard is likely to 
vary from entity to entity. 
In most cases, it will lead 
to a refinement of  previous 
practice. However, in some 
cases, the change may 
be more significant. For 
example, if  a reporting 
entity did not consider 
the highest and best use 
when revaluing its plant 
and equipment, adopting 
this standard could result 
in a higher fair value than 
it would have previously 
determined. ■

Ong Woon Pheng is a 
partner at CAS Consultants 
Pte Ltd heading the 
financial advisory 
services department
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Adopt a people-
focused culture
There is a reason why 
some of  the world’s top 
organisations attribute their 
success to their people. By 
treating their employees as 
the most valuable asset of  
the company, they achieved 
impressive results and 
became more competitive 
across many fronts.

Such companies tend to 
create a favourable brand 
perception – internally and 
externally – by treating their 
staff  well, and naturally 
become desirable employers 

to work for. A people-focused 
culture energises employees, 
inspiring them to achieve 
more than what they think is 
possible, especially if  they 
know they are part of  the 
company’s growth  
and success.

Employees enjoy 
coming to work where their 
contributions are valued, 
and morale is increased 
when they are given more 
responsibility, autonomy 
and freedom. They are 
more likely to articulate the 
company’s shared vision 
and bring their best ideas 
to work. 

Empowering staff  
also gives them a sense 
of  responsibility. It 
motivates them to be more 
independent, doing what 
needs to be done without 

According to recent 
research, CEOs cite high-
quality staff as the factor 
that contributes most 
to the growth of their 
company. Interestingly, 
finding, hiring and 
retaining suitably 
qualified employees are 
also some of the biggest 
operational challenges 
in managing companies’ 
rapid growth.

One of  the top 
reasons people usually 
give for leaving their 
job is, more often than 
not, their immediate 
superior or management. 
Managing people 
should no longer be 
simply viewed as just 
a responsibility but an 
extremely important skill 
that managers should 
constantly hone and 
improve to deal with the 
diverse personalities 
and cultures in a team 
or company. 

Compounded with an 
acute global shortage 
of  talent across all 
industries, it is becoming 
increasingly critical 
for business managers 
to know exactly what 
energises and motivates 
their staff  in order 
to retain invaluable 
human capital.   

With this in mind, 
here are some insights 
into how managers can 
influence their staff  
through the effective 
use of  motivation, 
communication, 
negotiation and 
building relationships in 
the workplace. 

being told, and makes them 
feel they have a significant 
impact on their work.

Be a leader, not a 
manager
Many business managers 
are trapped in the daily 
operations of  running their 
companies or assigned 
divisions. While micro-
managing all aspects of  
a business could make 
for a strong manager, it 
will not create a great 
leader. In today’s world, 
to remain competitive and 
stay ahead of  the game, 

the organisation requires 
inspiring leaders who can 
inject enthusiasm into the 
work environment and 
make employees excited 
about their job, as opposed 
to having staff  simply 
executing orders issued by 
a conservative and rigid 
management who depress 
and control. 

A great business 
leader moves people to 
extraordinary performance 
and is able to communicate 
that vision to staff  and 
get their buy-in. Genuine 
leadership cleverly uses 
talents to bring about real 
and limitless productivity, 
as employees begin to 
emulate and internalise 
their leaders’ positive 
attitude and approach 
to work, especially when 

these leaders support them 
wholeheartedly in whatever 
they do. 

To bring out the best 
in people, never lead by 
intimidation or by your 
own corporate standards. 
It is more important that 
you earn the trust, respect 
and consideration of  
your people so that they 
are encouraged to put in 
exceptional performance, 
for you and the company. 
People do what they have to 
do for a manager, but they 
will offer their very best for a 
great leader.

Encourage risk-taking 
and innovation
When a company becomes 
too entrenched in rules, 
regulations, guidelines and 
policies, it kills creativity 
and innovation within the 
workplace. Employees will 
clock in their hours daily 
and perform their assigned 
duties as contracted, 
with hardly any interest in 
achieving the company’s 
mission, vision and goals. 
An organisation that does 
not challenge its people to 
think, create, innovate and 
contribute will only give rise 
to more people with a ‘why-
rock-the-boat?’ mentality.

Build a culture that 
encourages and empowers 
people to take a certain 
level of  risks. With the 
knowledge that mistakes 

Staying on the same song sheet
Managing a workforce made up of diverse personalities and cultures may not  
be easy but it is the key to retaining skilled employees, as Dominic Salomoni explains

▌▌▌THE BEST WAY TO TAP INTO THAT EXCEPTIONAL 
POOL OF RESOURCES IS TO INSTIL CONFIDENCE BY 
CELEBRATING THOSE WHO ARE WILLING TO TAKE RISKS
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are permissible, employees 
will be more open and 
proactive in sharing their 
thoughts, ideas and opinions 
on how to make things 
better. Many innovative 
products and ideas in the 
world, such as sticky notes, 
correction fluid and sticking 
plasters, are the brainchild 
of  ordinary people who 
gave those organisations 
a significant competitive 
advantage within their 
industry. A relentless focus 
on continued innovation, 
entrepreneurial creativity 
and experimentation 
will allow employees to 
contribute more value to the 
organisation than just their 
time at work.

Employees are 
undoubtedly the best 
creative resource for 
innovative ideas and 
solutions as they are 
closest to the business, its 
customers and processes. 
The best way to tap into 
that exceptional pool 
of  resources is to instil 
confidence by showing 
trust and celebrating 
those who are willing to 
take risks, and supporting 
those who try and fail. The 
ability to recognise, nurture 
and harness intellectual 
capital for the benefit of  
the organisation will rely 
on the kind of  corporate 
culture you have created for 
your people.

Stretch and challenge
Constantly challenge 
your staff  by setting 
and exacting the highest 
standards, spurring them 
on to achieve what are 
seemingly impossible 
targets. By ensuring that 
everyone is working to meet 
these standards, you are 
engendering enthusiasm 
among the workforce and 
generating a competitive 
spirit within the company. 

When a company involves 
and ignites its people to 
make such stretch targets 
a reality, they get excited 
about the work and are 
eager to achieve the vision 
by maximising their own 
capabilities. In the process, 
they may even surpass 
themselves and end up 
doing much much better 
than they originally thought 
they could do. 

Keep up the energy of  
the organisation and recruit 
people who share the same 
kind of  passion for the work 
you do. Live the action every 
day and inject fun, challenges 
and opportunities into your 
business so that employees 
look forward to coming to 
work and contribute their 
best to the company. ■

Dominic Salomoni is  
an associate director  
of Robert Walters Singapore 
– accounting and  
finance division

FOR MORE INFORMATION:

dominic.salomoni@robertwalters.com.sg 

www.robertwalters.com.sg
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director, risk consulting, 
KPMG, Singapore – shared 
examples of  prevention, 
detection and response 
measures which organisations 
can take. To prevent fraud, for 
example, organisations can 
implement a code of  conduct 
or insist on employee and 
third-party due diligence in 
areas such as procurement.

Panellist Angie Lim, CFO 
of  real estate specialist 
Jones Lang LaSalle (Asia-
Pacific), said her industry 
faces a high risk of  fraud, 
and one way her company 

addresses this is by having 
very strong controls on 
revenue recognition. ‘Revenue 
is not recognised unless 
there is clear documentation. 
No revenue, no profit, no 
commission,’ she said.

Educating employees 
is also very important, 
said Lim’s fellow panellist 
Graham Macnaughton, 
general manager of  audit 
in the international and 
institutional division of  ANZ 
Bank. Sharing an anecdote 
of  a time when he worked as 
a security guard and a break-
in happened on his shift, 
he recounted that because 
no one had taught him 
what a break-in looked like, 
he simply walked past the 
scene without reporting it.

Fraud detection 
commonly involves 
whistleblower mechanisms 
such as hotlines for 
reporting irregularities. 

In 1995, Barings Bank 
lost S$1.5 billion to the 
unauthorised bets of a 
Singapore-based rogue 
trader, and collapsed. 
Thirteen years later and 
halfway across the world, 
the US Securities and 
Exchange Commission 
fined Siemens AG US$800 
million for allegedly paying 
bribes on a worldwide 
scale. That was just one 
in a string of massive 
fines levied by the US 
government on non-US 
companies for fraud and 
corruption offences.

It is clear that today, 
the risks associated with 
fraud and corruption have 
grown to such a scale that 
no business can afford to 
neglect them. And finance 
professionals, particularly 
those whose roles involve 
risk management, need 
to add the identification, 
mitigation and prevention 
of  fraud to their skillset.

To help finance 
professionals better 
understand the strategies 
involved in mitigating fraud, 
ACCA and the Institute of  
Internal Auditors Singapore 
jointly organised a seminar 
on preventing fraud and 
corruption in a global 
business in early July. 

The event, which was 
attended by over 110 people, 
featured experts from internal 
audit, large companies 
and the Corrupt Practices 
Investigations Bureau.

Experts at the seminar 
– including Loh Yoon Min, 
senior assistant director 
(Financial Investigations), 
Corrupt Practices 
Investigations Bureau, and 
moderator James Loh, 

Some organisations also 
carry out data analytics to 
identify anomalies such as 
transactions at odd hours. 

Finally, response 
measures may include 
policies for collecting and 
preserving evidence, and 
disciplinary processes. 
Organisations also need 
to consider stakeholder 
communications: which 
stakeholders should 
be informed that fraud 
has occurred, when the 
information should be 
released, and who should 

be the contact person.
These measures are 

not foolproof, however. 
Owen Hawkes, forensic 
partner at KPMG in 
Singapore, highlighted three 
major problems in risk 
management: the failure 
to implement a policy after 
it has been developed, 
the disparity between an 
organisation’s official stance 
and the way its operations 
are conducted, and blind 
faith in operating procedures. 

Policy pitfalls
Hawkes also highlighted 
ways in which a policy 
may unexpectedly fail: 
for example, a company 
may put the mobile phone 
number of  the audit 
committee chairman in the 
employee handbook for 
whistleblowing purposes, 
but overlook that the audit 
committee chairman is a 

‘fairly terrifying figure if  you 
are just a janitor’.

‘Singapore does very 
well in transparency, but 
this means that when we 
encounter environments 
with much higher risk of  
corruption and corporate 
fraud, we may be… less 
capable of  dealing with 
them,’ said Hawkes.

Other participants in 
the event agreed, sharing 
experiences such as 
expediting the assessment of  
tax returns for an additional 
fee, or workarounds for 

getting goods released from 
customs without paying 
a bribe. However, they 
emphasised that a clear line 
must be drawn between what 
is acceptable and what is not.

‘Revenue made by 
bribery or corruption is not 
sustainable revenue,’ said 
Hawkes, pointing out that 
companies must find a way 
to legitimately carry on 
business rather than taking 
the easy way out.

Sometimes, said Lim, the 
only acceptable solution is to 
back out of  the business. She 
shared an example of  a time 
when her company discovered 
one of  its business partners 
was bundling expensive 
items with cheap ones to 
get lower import duties, and 
left the business rather than 
be associated with such 
practices. ‘The clients lost 
are not clients we want to 
deal with anyway,’ she added.

How to tackle fraud and corruption
ACCA and Singapore’s Institute of Internal Auditors co-hosted a seminar on preventing 
fraud and corruption to improve understanding of strategies to mitigate fraud

▌▌▌’REVENUE IS NOT RECOGNISED UNLESS  
THERE IS CLEAR DOCUMENTATION. NO REVENUE,  
NO PROFIT, NO COMMISSION’
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In some countries, the 
grey area appears to be 
officially sanctioned, such 
as when governments 
appoint an agent through 
whom the company must 
work. These cases are risky 
and subjective, said Hawkes: 
companies have to ask why 
the agent is there in the 
first place, and have to be 
careful that they are not 
involved in a process that 
defrauds the government.

Speakers agreed that the 
importance of  tone from the 
top cannot be understated 
in preventing corruption. For 

example, when companies 
run into grey areas overseas, 
the final decision falls to 
senior management in 
that particular country: ‘If  
something is the standard 
way of  operating [in a 
particular country], then 
we are wholly reliant on 
the CEO there to act up to 
our standards and draw 

a line,’ said ANZ Bank’s 
Macnaughton. ‘His prime 
responsibility is to protect 
the company’s reputation.’

Jones Lang LaSalle’s Lim 
shared how, in her company, 
the head of  internal audit 
reports directly to the board, 
which sets the tone for 
the overall organisational 
direction. JLL, she said, 

has been ranked top in 
being corruption-free 
among its peers for the 
past several years.

‘It is not the size of  the 
company that counts, it’s 
the attitude of  the senior 
management that counts,’ 
agreed Hawkes. ■

Mint Kang, journalist

FRAUD AND CORRUPTION LEGISLATION IN 
DIFFERENT COUNTRIES

* In Singapore, fraud and corruption legislation focuses on individuals. For example, 
it is illegal under the Prevention of  Corruption Act to offer or receive bribes (termed 
as gratifications). Singapore citizens are also held liable for offences committed 
outside Singapore.

* In the US, legislation has a highly corporate focus. The Foreign Corrupt Practices 
Act 1977 specifically targets companies that bribe foreign government officials in 
order to get a business advantage.

* In the UK, legislation is moving toward making organisations responsible for 
preventing fraud and corruption. Section 7 of  the Bribery Act 2010 states that an 
entire commercial organisation is guilty of  an offence if  its employee carries out 
bribery, thereby forcing organisations to have anti-bribery measures in place.

▲ SHARING KNOWHOW
From left: James Loh, 
KPMG, Singapore; Angie 
Lim, Jones Lang LaSalle 
(Asia-Pacific); Graham 
Macnaughton, ANZ Bank; 
Loh Yoon Min, Corrupt Practices 
Investigations Bureau; Owen 
Hawkes, KPMG, Singapore
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AGM: THURSDAY 18 SEPTEMBER
ACCA’s AGM will be held at 1pm (BST) on Thursday 18 September 2014 at 29 
Lincoln’s Inn Fields, London WC2A 3EE. The AGM will be followed by the annual 
Council meeting, at which ACCA’s officers for 2014–15 will be chosen.

valuable contribution as the 
first chairman of  the ACCA 
Regulatory Board.

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

* With regard to strategic 
issues, Council discussed 
the outcomes of  
the recent member 
satisfaction survey and 
key learning points, 
together with a summary 
of  actions taken to 
address concerns raised 
in the surveys. Council 
also broke into workshop 
groups to discuss the 
ACCA brand’s competitive 
strengths and potential 
challenges. This was in 
the context of  one of  the 
key strategic outcomes of  
the 2020 Strategy – Lead.

* Council agreed 
recommendations from 
Nominating Committee 
regarding membership 
of  boards and standing 
committees in the coming 
Council year. It also, on a 
report from Governance 
Design Committee, 
approved amendments 
to Council’s standing 
orders for adoption at the 
annual Council meeting 

Council held a scheduled 
meeting on 21 June 2014. 
The guest presenter at 
the meeting was Katrina 
Wingfield, chairman of the 
ACCA Regulatory Board, 
who presented the board’s 
annual report for 2013. 
The Regulatory Board was 
established in 2008 and 
brings together all of ACCA’s 
arrangements for regulation 
and discipline in a single 
entity. The board stands at 
arm’s length from Council 
and the majority of its 
members are lay individuals.

The report of  the 
board for 2013 focused 
on the introduction of  
legal advisers to provide 
input to disciplinary and 
regulatory committees, 
the increased number of  
hearing days in 2013, the 
successful introduction of  
a case management system 
and ACCA’s relations with 
lead regulators.

This was the last 
report to be presented by 
Wingfield, who will complete 
the maximum term of  six 
years as chairman of  the 
board in September 2014. 
Council took the opportunity 
to thank Wingfield for her 

in September, as well 
as guidelines for the 
use of  social media by 
Council members.

* Council approved the 
consolidated financial 
statements and corporate 
governance statement for 
2014, together with the 
text of  ACCA’s 2013-2014 
integrated report. It also 
approved the Notice of  
Meeting for the 2014 
AGM. The reporting 
suite of  material will 
be available on ACCA’s 
website from the end 
of  July, together with 
information relating to 

the AGM and Council 
elections. (Members are 
encouraged to engage 
with ACCA by submitting 
their votes by the closing 
date of  11 September.)

* Council considered a 
paper providing feedback 
on the Council meeting 
in Dubai and related 
events, and noted that 
the visit was successful 
in positioning ACCA as a 
strong supporter of  the 
local profession and in 
facilitating engagement 
with key stakeholders. 
Council also noted that 
successful regional visits 
had taken place to Oman, 
Bangladesh, Pakistan 
and Sri Lanka.

* Council agreed to reaffirm 
its policy of  holding an 
international Council 
meeting every two years. 
It also agreed in principle 
that the international 
Council meeting in 
2016 should be held in 
Singapore, with associated 
visits by smaller groups 
of  Council members to a 
number of  other markets 
in the region.

* Council received a 
number of  briefing papers 
updating members on 
various matters including 
the Flexible Exam Delivery 
Support programme, the 
development of  ACCA’s 
global forums and the 
implementation of  ACCA’s 
corporate IT plan. ■

WEBCAST: ACCA PRESIDENT AND CHIEF EXECUTIVE
Tune in to watch the ACCA Engage webcast from 11 September at www.accaglobal.com/engage. ACCA’s chief 
executive, Helen Brand, and president, Martin Turner, will be answering a number of questions submitted by 
members on topics such as market recognition, membership fees and the ACCA Qualification.

Council highlights
The Regulatory Board’s annual report, member satisfaction and Nominating Committee 
recommendations were on the agenda at the Council meeting held on 21 June 2014
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Nurturing the next generation
Becoming a mentor to aspiring accounting professionals can be a rewarding experience, 
and gives them the guidance and inspiration they need to pursue success, says Paul Tan

When I set up my firm 20 
years ago, I announced to 
the students in a class I was 
teaching that whoever was 
interested in a job could 
speak to me. A few of them 
approached me about my 
offer, and we spoke about 
the prospects of their joining 
me in my new venture. 

One was a 19-year-old 
girl whom I eventually hired. 
After she joined, I helped her 
adjust to her role and gave 
her advice about the job. 
That was my first experience 
of  mentoring someone. 
I’m happy to say that two 
decades on, that person is 
still with me in the firm.

Establishing a mentor 
programme in your firm 
allows you to build strong 
bonds with your employees 
as you guide them as to how 
to perform better in their 
work. You also send out a 
clear message that you are 
committed to support and 
development, resulting in 
more loyal and dedicated 
employees.

More than just training 
someone to be technically 
proficient in their job, the 
mentoring process is about 
sharing one’s experiences 
and the relationship is one 
between friends, rather than 
teacher and student. While 
I enjoy teaching – I still run 
a class once a week – it is 
essentially a one-way street.

Mentoring, meanwhile, 
is a richer experience with 
an honest exchange of  
views. Accounting is a tough 
profession that involves long 
hours, at times mediocre 
pay, and lots of  stress. 
Many leave early on because 
of  these challenges, and 
because no one was there to 

provide the encouragement, 
guidance and inspiration to 
keep them going.

As an experienced 
practitioner, I was able to 
share my war stories with 
my staff  so that they are 
better prepared to handle 
the real-life challenges that 
come with the job. I once 
had an employee who was 
diligent and hardworking, 
but had difficulties passing 
his ACCA exam and was 
ready to throw in the towel.

Rather than give up on 
him, I told him that he had a 
future as a professional but 
needed more time to prepare 
for the exams. So I worked 
out a schedule where he 
would take some extra time 
off  to study, and eventually 
he passed and became a 
successful accountant. He 
has since moved on, as have 
others I have mentored, 
but whenever I meet up 
with former mentees at a 
conference or some other 
event, they are all grateful for 
the time I spent with them.

This sometimes leads 
to business opportunities, 
as some refer business to 
me. But that is not my chief  
reason for being a mentor. It 
is a self-fulfilling experience 
for me. Whatever I do for 
my mentees, I don’t expect 
anything in return. The 
immeasurable reward is in 
seeing them develop as a 
person and a professional.

While not everyone is 
cut out to be a mentor, it is 
something I enjoy doing and 
comes naturally to me. But 
it takes a lot of  patience, 
especially since most 
mentees are still young. 
Quite often they are seeking 
career advice, or perhaps 

help in developing and 
refining their softer skills.

I’ve worked with 
managers who have come 
from bigger firms, and their 
way of  handling staff  is 
totally different from mine.  
It is a regimental approach 
of  ‘I say and you just 
do’. Such an attitude 
backfires with the 
younger generation, and 
is detrimental when 
there is competition 
for talent.

ACCA’s practical 
experience 
requirement is a 
vital part of  the 
ACCA Qualification; 
it enables trainees to 
apply the knowledge 
and techniques 
they learn while 
studying for their 
exams and develop 
the skills, attitudes 
and behaviours to be a 
qualified accountant. 

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

I sincerely believe all 
the knowledge you gain 
academically and from your 
job will come to nothing 
if  you don’t pass it on. So 
why not share your expertise 
with others and make a 
difference in someone’s 
life by playing a role in 
moulding their personal and 
professional growth? I assure 
you that it will be a truly 
rewarding experience. ■

Paul Tan FCCA is 
managing director of 
CA Trust Pac
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Global online conference

ACCA members will be 
able to enjoy four days of  
global content delivered 
live and on-demand at the 
Accounting for the Future 
conference, which runs from 
15 to 18 September.

The free worldwide event, 
delivered via live webcasts 
and on-demand videos, 
will explore the role that 
finance professionals will 
play in building a strong and 
successful global economy. 

ACCA will harness 
the latest technology to 
bring together finance 
professionals from around 
the world to share and learn 
from their peers. 

Its experts will share 
the latest insights on how 
businesses need to adapt 
to meet the future needs of  
stakeholders, regulators, the 
economy and the public. 

Each of  the four days will 
have a different theme:

15 September Driving 
business performance: 
creating value through 
effective risk management 
and governance
16 September The role 
of  reporting: investors 
and how to increase the 
relevance in reporting
17 September Talent and 

transformation: creating 
the finance function of  
the future
18 September Future 
proofing: preparing your 
business for the changing 
future landscape

Register at www.accaglobal.
com/accountingforthefuture 

Topics including risk, culture, investors, reporting and the finance 
function will be explored at ACCA’s Accounting for the Future event
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▲ LIVE WEBCASTING
The free four-day event is a great opportunity to share knowledge

ACCA MEMBERSHIP HITS 170,000
An increase of almost 5% in member numbers has resulted in ACCA’s membership 
reaching 170,000. At the same time, ACCA recorded 436,000 students, of which 
384,000 – an increase of more than 12,000 on the previous year – were studying for 
the ACCA Qualification for 2013-14.

The rate of  growth among members, at 4.7%, is the highest of  any of  the 
international accounting bodies, comprising 10,377 new members and a 98.4% 
retention rate among existing members.

Fundamental to achieving growth is ACCA’s professional standing. ACCA asked 
employers for their overall perceptions – with 95% saying that ACCA was a respected 
brand and 89% saying that ACCA was a world-class organisation. ACCA was seen as 
being the global leader among international accounting bodies by more than 50% 
of  those surveyed, with only 17% mentioning the next highest-ranked body. Learning 
providers were also asked about their views – with 90% saying ACCA is a world-class 
organisation and 85% agreeing that ACCA is a great career choice for young people.

ACCA chief  executive Helen Brand described the results as heartening, 
commenting: ‘The opinions of  employers and learning providers are critical to us, 
since they provide career and learning opportunities to all our members and students.’

She added that ACCA had achieved all the targets set for speed, efficiency and 
quality of  email and telephone service – all of  which are benchmarked against globally 
accepted service delivery measures.

FIVE
Number of  years of  
the ACCA/IMA Global 
Economic Conditions 
Survey – the largest of  
its kind in the world. 
To commemorate this, 
ACCA has published 
a health check for the 
global economy, based 
on the full five years’ 
worth of  survey data.  
www.accaglobal.com/
ab102
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LEADING ROLE
THE REWARDS OF MENTORING
HISTORY HOW ACCOUNTABILITY HAS CHANGED THROUGH THE AGES
SMALL AUDITS MAKING A PROFITABLE BUSINESS
IN PRACTICE COMMERCIALITY

GLOBAL STRATEGIST 
INTERVIEW: STEVEN PHAN, EY’S ASIA-PACIFIC AREA MANAGING PARTNER

GOVERNANCE SHOULD STOCK EXCHANGES ALLOW DUAL-CLASS LISTINGS?
CORPORATE SKILLS THAT ASPIRING CFOs NEED TO ACQUIRE

CPD TECHNICAL REVENUE RECOGNITION

THE MAGAZINE FOR FINANCE PROFESSIONALS ACCOUNTING AND BUSINESS SINGAPORE 09/2014SG AB
CPD
Get verifiable cpd  
units by reading  
technical articles

SECURITY 
WATCH

COMPANIES MUST REMAIN VIGILANT IN  
THE FIGHT AGAINST FINANCIAL CRIME
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