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WE CAN MAKE A DIFFERENCE
At the Malaysian Institute of Accountants (MIA)’s 
International Accountants Conference in November, the 
speakers at a discussion on the Committee to Strengthen 
the Accountancy Profession (CSAP) explained how the 
panel had been working to develop long-term solutions 
to put the profession on a stronger footing and ensure it 
plays a major role in nation building.

The multi-agency committee, headed by Nik Mohd 
Hasyudeen Yusoff, was set up in Q1 2013 to formulate and recommend strategies 
and measures to strengthen the profession and to boost accounting professionals’ 
contribution toward Malaysia’s competitiveness. Its members are drawn from the 
MIA, the Securities Commission Malaysia, Finance Ministry, Bank Negara Malaysia, 
Companies Commission of  Malaysia and the Accountant General’s Department.

The CSAP is prioritising accounting education given the country’s target of  having 
60,000 accounting professionals by 2020 to meet market needs as the economy 
is transformed by initiatives such as the Economic Transformation Programme, 
Capital Market Masterplan 2, Financial Sector Blueprint and SME Masterplan.

During the panel discussion on the CSAP, Nik Hasyudeen assured delegates 
that the committee would recommend measures that can help the country move 
forward, and that it would not waver in that endeavour. ‘It would be irresponsible 
of  us to put forward popular moves for the short term, while compromising the 
long-term future of  the country,’ he said. Given its recommendations will have long-
term ramifications, it is reassuring that, rather than take the easy path, the panel is 
committed to building up the accountancy profession based on the greater good of  
the profession and its members. For an in-depth look at the issues confronting the 
CSAP, see our feature on page 16.

Meanwhile on page 12, US-based Kevin McCarthy, Microsoft’s new consumer 
channels CFO, explains why product innovation is vital for driving business growth.

Lee Min Keong, abeditor@accaglobal.com
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▼ drone waiters
Diners in Singapore can expect to be served 
by autonomous flying robots – the world’s first 
commercial use of the devices – by year’s end

► stratospheric rise 
After the world’s biggest 
IPO in New York, Chinese 
e-commerce giant Alibaba is 
set to issue its first-ever bond 
sale, worth an estimated $8bn

▼ heated emotions
Demonstrators rally in New York ahead of the 
United Nations Climate Summit, where economic 
leaders were due to sign a global emissions pact
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▼ ready for business
Thirteen years after 9/11, the 541-metre-high 
One World Trade Center in New York’s financial 
district has opened the doors to its first tenants

▲ antipodean charm
Chinese president Xi Jinping and his wife with an 
unlikely fan at the G20 Summit, where premiers 
pledged to boost global growth by 2% by 2018

◄ stubbing it out
China, the world’s largest 
cigarette manufacturer and 
consumer, has begun public 
consultation on a nationwide 
smoking ban in public places
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“the official launch of  the 
process towards the Free 
Trade Area of  the Asia-
Pacific”. 

GROWTH MARKET DATA 
A world-class think tank 
providing data and cutting-
edge research on emerging 
markets has been set up 
in Singapore. The newly 
established Emerging 
Markets Institute (EMI) is 
a collaboration between 
global business school 
INSEAD and the Singapore 
Economic Development 
Board (EDB). Kelvin 
Wong, assistant managing 
director of  new businesses 
at EDB, said its creation 
strengthens Singapore’s 
position as a global-Asia 
business hub through which 
companies can more easily 
access pan-Asian growth 
markets. “By providing 
a new data service on 
emerging markets and 
addressing critical business 
issues such as strategy and 
innovation, the EMI is well-
placed to help companies 
in understanding and 
competing effectively in 
these markets,” he said. 

CLIMATE CHANGE DEAL 
China and the US have 
made a joint commitment 
to tackle climate change, 
listing ambitious goals to 
limit greenhouse gases 
during the next 15 years. 
Their pledge is seen as 
both a diplomatic and 
environmental breakthrough 
between the two nations, 
which together account for 
about 45% of  the world’s 
greenhouse gas emissions. 
The announcement was one 
of  six priorities outlined by 

LANDMARK AGREEMENT 
China and the Republic of  
Korea (ROK) have concluded 
substantive negotiations on 
a landmark bilateral free 
trade agreement, hailed 
as a milestone in regional 
integration. Talks between 
the two leaders, Chinese 
president Xi Jinping and 
ROK president Park Geun-
hye, had been ongoing since 
May 2012. They confirmed 
the conclusion during 
November’s Asia-Pacific 
Economic Cooperation 
(APEC) meetings in Beijing. 
China is already the ROK’s 
largest trading partner 
and the largest market for 
Korean exports, while ROK is 
China’s third most important 
trading partner and was 
the fifth-biggest source of  
foreign investment in 2013. 
Xi said the agreement would 
effectively promote regional 
integration within Asia-
Pacific, while Park agreed 
that the official signing of  
the agreement was “a day 
worth celebrating”.

FREE-TRADE ROADMAP 
An Asia-Pacific summit 
in China has endorsed 
a Beijing-backed route 
towards a vast free trade 
area in the region. During 
the APEC meeting outside 
of  the capital, Chinese 
president Xi Jinping 
announced that the bloc 
had “approved the roadmap 
for APEC to promote and 
realise the Free Trade Area 
of  the Asia-Pacific”. Host 
Xi called it a “historic” step 
reflecting the “confidence 
and commitment of  APEC 
members to promote the 
integration of  the regional 
economy”, and symbolising 

Chinese president Xi Jinping 
following relationship-
building talks with US 
president Barack Obama. 
“China would like to work 
with the US to implement 
the principle of  no conflict, 
no confrontation, mutual 
respect, cooperation and 
common prosperity and 
make the new type of  major-
country relations between 
the two countries produce 
more benefits to people 
in the two countries and 
the world,” Xi told his US 
counterpart during their 
talks in Beijing. 

TRADE BREAKTHROUGH
An “unprecedented” level 
of  cooperation between 
Hong Kong and mainland 
regulators enabled the 
creation of  the Shanghai-
Hong Kong Stock Connect, 
allowing cross-border 
investment trades for the 
first time. Some analysts 
believe that this historic 
connection, potentially 
resulting in US$3.8bn 
worth of  cross-border 
trades per day, is the first 
step towards the creation 
of  the world’s third-largest 
stock exchange. Hong Kong 
Stock Exchange (HKEx) 
chief  executive Charles Li 
described the 17 November 
launch as “a very significant 
breakthrough in the opening 
of  China’s capital markets 
for both domestic and 
international investors as 
well as a landmark in the 
internationalisation of  
renminbi. This development 
is also a landmark in further 
consolidating HKEx as a 
global exchange leader in 
Asia, not as a competitor of, 
but in close collaboration 

and partnership with, 
Chinese domestic securities 
and futures exchanges.” 
On the first day of  trading, 
Hong Kong’s daily CNY13bn 
(US$2.1bn) quota for 
mainland China shares was 
used up by mid-afternoon. 
Investment slowed in the 
days that followed: by 
week’s end, just 36% of  the 
‘northbound’ quota and 6% 
of  the ‘southbound’ quota 
had been filled, according 
to Reorient Research. 
Nevertheless, strategists 
remain positive on the 
trading link’s potential. 
“This is a long-term scheme 
and its success will be 
measured in years, not days 
or weeks,” Li added.

MIA AND ACCA DEAL
The Malaysian Institute 
of  Accountants (MIA) 
and ACCA have signed 
a Memorandum of  
Understanding (MoU), 
which will result in their 

TR
EN

D
S

News round-up
China and the Republic of Korea sign a landmark free trade deal while the launch of Stock 
Connect marks ‘unprecedented cooperation’ between Hong Kong and mainland China

1 UK
2 US
3 Singapore
4 Australia
5 India
6 Malaysia
7 Hong 

Kong
8 Russia
9 Brazil
10 Taiwan

TOP OF CORPORATE 
GOVERNANCE LIST
ACCA and KPMG have 
released a joint study 
comparing countries’ 
corporate governance 
requirements (for 
more, see page 10).

8 NEWS | ROUND-UP

ACCOUNTING AND BUSINESS



working together to 
develop the profession in 
Malaysia and the wider 
region. Through this latest 
agreement, which will 
benefit thousands of  finance 
professionals in Malaysia, 
ACCA will be providing an 
incentivised pathway for 
MIA members of  good 
standing who do not hold 
a professional accountancy 
qualification to obtain ACCA 
membership. ACCA will offer 
exemption of  nine papers 
from the ACCA Qualification 
(papers F1 to F9) to eligible 
MIA members, with the 
initial registration and 
exemption fees waived. 
This special pathway is in 
force for three years from 
the date of  signing.  

CONFIDENCE CLIMBS 
Confidence among CEOs in 
Asia Pacific continues to get 
stronger, finds a new report 
by PwC, in which 46% of  
executives surveyed were 
“very confident” of  growth 
in the next 12 months, 
up 10 points from 2012 
and four points from last 
year. Some 67% plan to 
increase investment in the 
APEC region over the next 
12 months, with China, 
the US, Indonesia, Hong 
Kong and Singapore the 
most popular destinations. 
Yet China’s slowdown 
does not mean that the 
second-largest economy 
is losing its lustre among 
business leaders, David Wu, 
government and regulatory 
affairs leader, PwC China, 
said. “Respondents who 
already have a presence in 
China are more confident 
in the Chinese market 
for their products and 
services than they are 
about the international 
market. Foreign investors 
are optimistic about 
adjustments to China’s 
economic structure. That 
in itself  is a stamp of  
confidence.” 

ETHICS CODE FORTIFIED 
The Code of  Professional 
Conduct and Ethics for 
Singapore accountants 
and accounting entities 
will be strengthened 
as of  1 February. Key 
amendments include higher 
independence standards 
for audits and reviews of  
public-interest entities 
(PIEs), large charities and 
large institutions of  a public 
character; new requirements 
to further safeguard the 
independence of  auditors; 
and a realignment of  the 
provisions regarding audit 
fees. The Accounting and 
Corporate Regulatory 
Authority says the revised 
code will ensure that 
Singapore continues to be 
aligned to international 
benchmarks. 

HUNT FOR TAX DODGERS 
Australian prime minister 
Tony Abbott has urged 
the G20 to crack down on 

TR
EN

D
S TAXING TIMES

Asia Pacific remains below average for ease of paying taxes, according to a 
global survey, although there has been little year-on-year change in the region. 

The Paying Taxes 2015 study, conducted jointly by PwC and the World Bank, 
compared 189 economies by assessing the time required for a case study firm 
to prepare, file and pay its taxes, the number payments it makes, and the total 
tax rate for 2013 in each location. While Asia Pacific’s total tax rate (36.3%) was 
below average, the case study firm took 35 hours less than average to comply 
with taxes, and makes just below the global average number of  payments.

corporate tax dodgers. The 
host of  November’s G20 
summit in Brisbane asked 
world business leaders to 
close corporate loopholes 
that cost countries billions 
of  dollars in revenue. 
Abbott said there was a 
“collective self-interest” in 
member nations preventing 
companies from shifting 
profits from one country 
to another in order to 
minimise their tax bills. 
Otherwise, he warned, the 
burden on individuals and 
companies that met their 
full tax obligations would 
continue to rise. 

RESOURCES POOLED
The International Federation 
of  Accountants (IFAC) and 
the donor signatories of  
MOSAIC (Memorandum of  
Understanding to Strengthen 
Accountancy and Improve 
Collaboration) have a 
new a website to support 
the global accounting 

profession worldwide. 
Launched at the World 
Congress of  Accountants 
in Rome in November, www.
MOSAICdevelopment.
org “provides a global 
platform to facilitate 
knowledge sharing”, said 
Fayez Choudhury, CEO 
of  IFAC. “The launch of  
this website highlights an 
important step in a strategic 
approach to strengthen 
and maintain the capacity of  
the accountancy profession 
in both the public and private 
sectors and improve the 
global financial system.” 
The site collates resources 
from diverse sources, 
enabling users to access 
regulations governing 
accountancy in specific 
nations, guidance on best 
practices in growth of  the 
profession in emerging 
economies, and the 
overall status of  broader 
development issues in varying 
nations and regions. »

Total tax rate Time to comply Number of payments

36.3%

264

25.9

40.9% 229

25.4

     Asia Pacific        On average
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players who have shown the 
potential to be groomed to 
ensure the development of  a 
sustainable finance function. 

ENTREPRENEUR WINS  
EY has announced two 
country winners of  the 
Ernst & Young Entrepreneur 
of  the Year 2014 China 
awards. The mainland 
China award winner, 
Xiu Laigui, chairman of  
Xiuzheng Pharmaceutical 
Group Co, is a former 
policeman who successfully 
transformed a small 
factory which was on the 
verge of  insolvency into 
the largest privately owned 
pharmaceutical enterprise 
in China. The Hong Kong/
Macau region winner is 
Kenneth Lo, chairman of  
Crystal Group. Together 

NURTURING TALENT 
Building a talent pipeline 
is a challenge for CFOs, 
who cite a need for future 
finance leaders to develop 
their soft skills, notably 
in leadership (cited by 
38% of  CFOs polled), 
communication (22%) 
and planning (17%). “The 
finance function nowadays 
needs professionals with 
a combination of  strong 
technical expertise and 
soft skills, but such talent 
is often hard to find,” said 
Matthew Bennett, managing 
director – Greater China, 
Robert Walters, reporting 
the findings from nearly 
600 CFOs surveyed across 
China, Hong Kong and 
Taiwan. CFOs, he said, need 
to set out a thorough plan to 
attract and retain their top 

CORPORATE GOVERNANCE PLAYS CATCH-UP
Singapore has been ranked number one in the Asia Pacific and ASEAN regions 
– and third globally – in a new study on corporate governance (CG) requirements 
across 25 markets.

The joint study by ACCA and KPMG observed a wide divergence among the markets 
studied, signalling “a long journey ahead”. It found that, in Singapore, recent revisions 
to the CG Code and the Singapore Exchange listing rules, particularly in the areas of  
assurance, audit committees, disclosures and risk governance, have enhanced the 
city’s corporate governance landscape. While the top three highest scorers, UK, US 
and Singapore, had the “clearest and most comprehensive” CG requirements, markets 
with the lowest scores, in descending order, are the Philippines, Indonesia, Canada, 
China, Cambodia, Japan, Vietnam, Myanmar, followed by Brunei and Laos. For more, 
see our feature on page 32.

with his wife, Lo has grown 
Crystal Group from a 
small sweater-processing 
factory to a world-renowned 
ready-made clothes design, 
manufacturing and trading 
group. Both winners were 
recognised for their vision, 
leadership and sense of  
social responsibility. 

ETHICS OVERHAUL
The International Ethics 
Standards Board for 
Accountants (IESBA) is 
proposing tougher rules 
to discourage accountants 
from providing misleading 
financial information about 
businesses. The draft 
report responds to the 
need for more robust and 
practical guidance to help 
professional accountants 
in business deal with two 

matters on which they most 
often seek assistance in 
practice: their responsibility 
to produce financial 
reports that are faithful 
representations of  the 
economics of  transactions, 
and pressure to breach 
fundamental ethical 
principles. “The proposed 
guidance will help them 
understand what their 
options are, and therefore 
better support them in 
fulfilling their responsibility 
to act in the public interest,” 
said interim IESBA chair 
Wui San Kwok. “[It] also 
clarifies that when preparing 
financial information, 
exercising discretion – for 
example, when selecting an 
accounting method – in a 
manner that is intended to 
mislead is not acceptable.” 

BEST-PERFORMING CEOs
Harvard Business Review has 
revealed its annual list of  
the best-performing CEOs 
in the world. Jeffrey Bezos 
(Amazon); John Martin 
(Gilead Sciences); John 
Chambers (Cisco Systems); 
David Pyott (Allergan); David 
Simon (Simon Property 
Group); Lars Rebien 
Sørensen (Novo Nordisk); 
Hugh Grant (Monsanto); 
J Michael Pearson (Valeant 
Pharmaceuticals); Mark 
Donegan (Precision 
Castparts) and William 
Doyle (PotashCorp) make 
up the top 10. The leading 
CEOs have “undeniably 
been effective”, the top 
50 delivering, on average, 
total shareholder returns 
of  1,350% (adjusted for 
exchange-rate movements) 
during their time on the 
job – which translates 
into an annual return 
of  26.2%. Beyond that, 
the best-run companies 
“connect effectively with 
customers, employees 
and the communities where 
they operate”, the list’s 
authors found. ■
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Path breaker
For Seattle-based Kevin McCarthy FCCA, the new Microsoft consumer channels CFO, 
ongoing product innovation is the key to generating energetic business growth

2014
CFO, Microsoft consumer 

channels group

2009
CFO, Xbox

2003
Senior director, entertainment and devices 
worldwide retail finance, Microsoft

2001
Senior finance manager, MSN subscription 
revenue, Microsoft

2000
Finance manager, home products division 
finance, Microsoft

1997
Controller of US subsidiary of Odenberg 
Engineering

1992
Group financial controller, Toughline 
Manufacturing, Kildare, Ireland

1989
Trainee auditor, OSK/Niall Byrne, Dublin

another 200 spread around the globe, he begins his day by 
dealing with 60-odd emails. 

‘I start with the Russians, then with the US and Europe 
by noon, and Asia in the evening,’ he says. ‘It is meetings, 
meetings and more meetings.’ Since he took over, he has 
flown 150,000 miles, liaising with staff  around the world. 

‘I was asked to bring over the expertise I had already proven 
in manufacturing and managing inventory with Xbox,’ he says.

McCarthy exudes an aura of  discipline, epitomising the 
saying that success requires the extraordinary execution of  
an ordinary idea. He is committed to creating product desire 
through an unbroken demand chain across the group. ‘We 
drive market share for Windows PCs, Windows phones, »  

k
evin McCarthy FCCA, the recently appointed 
chief financial officer for Microsoft’s consumer 
channels group, is planning to use his expertise in 
manufacturing and consumer space management 

to spin energised growth into what is, he says, ‘already an 
amazing business model’.

Sitting in his modern office in Microsoft’s headquarters 
in Seattle, near the US border with Canada, McCarthy says 
that he literally married into Microsoft. He followed his then 
girlfriend, whom he had met in Ireland and was already 
employed at Microsoft, to Seattle when she was offered a 
fresh job there in 2000. McCarthy was offered a job around 
the same time with Microsoft’s Xbox video-gaming brand. 
His Italian-born girlfriend, who later became his wife, retired 
in 2010 after 20 years with the global giant. 

After graduating with an MBS in finance from University 
College Dublin in 1995, McCarthy became group financial 
controller at Toughline Manufacturing, an international 
manufacturing and rental group, headquartered in Ireland. 
Five years later, a trip to California sealed his future. ‘I 
needed something new and enjoyed the experience,’ he 
recounts. He moved to the US west coast to be controller 
at Odenberg Engineering and provide full finance functions 
to international subsidiaries of  the Irish manufacturing 
company. When he subsequently moved to Microsoft as Xbox 
CFO, he was responsible for managing all financial planning 
and analysis relating to the Xbox 360 console, Kinect 
sensors, Xbox Live, accessories and games software.

Xbox exclusive
McCarthy was a vital team member in the think-tank behind 
Xbox, seeking to fend off  competition for some of  its more 
exclusive features by acquiring tech companies such as id8, 
VideoSurf, Twisted Pixel and Canesta.  

He was invited last year by Amy Hood, executive vice 
president and CFO for Microsoft, to take over as CFO 
for Microsoft’s consumer channels group – its sales and 
marketing division. His job will be to hone sales and 
marketing activities with resellers, operators and retail 
partners: ‘Microsoft will be focused on three areas: selling to 
businesses, selling to consumers and selling to advertisers.’

His new position is a good example of  the software 
company’s desire to match staff  with their areas of  business 
and engineering expertise. McCarthy says his mantra is 
simple: ‘efficiency’. Managing a team of  30 in Redmond and 

cv
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Microsoft’s Kinect sensing systems, which allow remote 
activation of  Xbox and its entertainment suites, have made a 
big difference. McCarthy says: ‘The nice thing is, you do see 
a lot more use of  the console in the home. My own house 
is a perfect example: believe me, up until Kinect, Xbox was 
never turned on except by me; now, I go home and Xbox is 
the way my wife and my daughter interact with TV.’ 

He explains: ‘I was in Italy one summer two years ago, 
and found my daughter shouting at the TV in Italy trying 
to get it to pause because that’s the way she understands 
TV works; I had to explain to her, there’s no Xbox there, 

Xbox, Office and other retail products through Microsoft 
consumer channels,’ he says. 

He is determined to continue acting as a path breaker in 
Microsoft. ‘New ideas don’t just happen,’ he says, adding 
that he intends to mentor a team faced with complex open-
ended, ever changing challenges. Ongoing innovation is 
critical to stay ahead of  the competition, he says.

So who does Microsoft see as its competition as it 
heads into 2015? And how has the competitive landscape 
changed? ‘The key competitors remain alternative platforms 
and devices, mainly from Apple and Google,’ McCarthy 
says, explaining how ‘user and usage volumes on mobile 
devices are increasing worldwide relative to the PC’. He 
nevertheless points out that the Windows operating system 
and the Windows Store online sales platform respond to 
that threat by ‘enabling an even wider range of  devices that 
run Windows’. He adds: ‘Our products compete effectively 
based on our strategy of  providing powerful, flexible, secure, 
easy-to-use solutions that work well with technologies our 
customers already have and are available on a device.’ 

Xbox explosion
Part of  the team that helped propel Xbox Live since its 
launch in 2002, McCarthy has steered the games platform’s 
course for over a decade. Xbox had 1 million members 
in 2003, 10 million in 2008, 20 million in 2009, and 46 
million and still rising by 2013/14. McCarthy says that 
the explosion in membership since 2008 is in part directly 
attributable to the Xbox acting as an entertainment hub 
rather than just a gaming console – it is a TV delivery 
vehicle. ‘In 2008, we introduced the next Xbox experience. 
This is where we brought the first vestiges of  entertainment 
to Xbox. You can see the difference that has made to the 
adoption curve of  our product, moving from 13 million 
members to the 46-plus million members we have on the 
service today. And it has moved beyond gaming. As you can 
see from the stats, over one-third of  the time online in the 
US for Live is now spent in entertainment applications, not 
gaming. And that has grown over 100%.’

* Microsoft’s net income in the 
year ending 30 June 2014 was 
US$22.07bn and net revenue was 
US$86.83bn.

* The company employed 128,076 
people in the fiscal year ending 2014.

* It has subsidiaries in 119 countries.

* It has sold more than 90 million Xbox 
360 and Xbox 1 consoles.

* Created in 2011, Microsoft’s 
consumer channels group (CCG) is 
responsible for worldwide sales and 
field marketing of the company’s 
consumer products, sold through 
retail, resellers or other distribution 
channels.
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*‘Move from passive participation to active 
driving of the business. Change is good – leverage 
it when it occurs.’ 

*‘Constantly assess personal productivity – 
shorten meetings.’ 

* ‘There is no problem without a solution, no matter 
how hard it is create a solution. What makes you good 
at finance makes you good at business.’

* ‘Ask why, why, why. Don’t stop asking after the first 
why – your leaders won’t.’TI
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so there’s no point shouting at the TV.’ He adds that his 
strategy in terms of  Microsoft’s Surface tablets will be 
to demonstrate ‘how powerful the combination of  great 
hardware and great software can be’.

His next move for Xbox, he says, ‘is simply to win back 
the share we have lost to PS4 by re-appealing to our core 
gaming customers and by redoing what we did with Xbox 
360, and continuing to invest in the experience of  the box, 
making it better every day for gamers’.  

And, he says, he aims to establish Windows mobile 
phones as a viable alternative to Apple and Android. 

When he is not working on ambitious marketing plans, 
he paints to relax. The walls of  his office carry a couple of  
impressive paintings that at a first glance resemble those of  
abstract artist Mark Rothko. ‘It keeps me sane,’ he laughs. 
His eight-year-old daughter shares his artistic leanings – a 
drawing on his whiteboard is hers. ‘She comes in every two 
or three months to my office and draws something on the 
corner of  that board and I am not allowed to erase it until 
she next visits,’ he smiles. ■

Frederica Jansz, journalist
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restore settings 
for accountancy
If you were to distil the draft report by the Committee to Strengthen the Accountancy 
Profession (CSAP) then you would produce this one-line instruction: hit the reset button

Then again, that should not be surprising. The 
committee’s findings and recommendations are certainly 
of  deep interest to Malaysia’s accounting fraternity. The 
CSAP was set up in the first quarter of  2013 to formulate 
and recommend strategies and measures to strengthen 
the profession, and to increase accounting professionals’ 
contribution towards the country’s competitiveness.

Supporting nation building
The committee approached its mission by asking three 
questions:

* How would the profession serve the future needs of  the 
Malaysian economy? 

* How should the profession be regulated? 

* How would accountancy education support the 
development of  the profession?

‘The overarching consideration is the country. It is about 
how to get accountants to support nation building. We’re 
looking at the country as the ultimate beneficiary of  our 
recommendations. Because of  that thinking, we can stand 
above the sectoral issues that we have as accountants in 
Malaysia,’ said Nik Hasyudeen.

Also on the panel was fellow CSAP member Datuk Mohd 
Nasir Ahmad, an independent director of  SME Bank and 
former MIA president. ‘Hopefully, the country as a whole 
will realise that there’s so much to be done. We need people 
who are skilled in financial management,’ Nasir said.

To gather data and views, the committee conducted 
surveys and consulted employers, government agencies, 
professional accountancy bodies, academics and even 
students and graduates. Such work has led to a better 
understanding of  the profession’s demand, supply and 

quality issues. 
Among the aspects covered were 

the level of  interest in pursuing 
professional qualifications, what 
employers want to see in accounting 
professionals, the number of  
accounting professionals that Malaysia 

t
he state of the accountancy profession in Malaysia 
today is mainly the result of policies that were 
set and implemented years ago. The country’s 
transformation agenda and the fierce war for talent 

now require a revamp of the accountancy ecosystem, 
including education and regulation, so that it can play a 
bigger role in national development.

According to a draft report compiled by the Committee to 
Strengthen the Accountancy Profession (CSAP), ‘resetting the 
profession’ is the first of  a dozen or so recommendations to 
improve and strengthen the country’s accountancy profession.

‘I hope the recommendations will meet that expectation. 
If  we don’t do things differently, we will always get 
the same results. This applies particularly to how the 
profession is regulated,’ said Nik Mohd Hasyudeen Yusoff, 
chairman of  CSAP.

This sentiment sets the tone for the report, the 
culmination of  18 months’ work by the high-level multi-
agency committee, whose members represent the Securities 
Commission, Finance Ministry, Bank Negara Malaysia, 
Companies Commission of  Malaysia, Accountant General’s 
Department and Malaysian Institute of  Accountants (MIA).

The plan is to release the draft report for public 
consultation, but at the time of  writing, this has yet to 
happen. However, Nik Hasyudeen gave an outline of  its 
contents during a panel discussion on the CSAP at the MIA’s 
International Accountants Conference on 4 November. 

It was apparent that a lot of  people were eager to get an 
idea of  what the committee would report. Although there 
were two other concurrent sessions on hot topics such as 
the goods and services tax and the Budget 2015, the one on 
the CSAP still managed to attract a fairly large crowd.

▌▌▌’The overArChIng ConSIderATIon 
IS The CounTry. IT IS AbouT how To geT 
ACCounTAnTS To SuPPorT nATIon buIldIng’

16 FoCuS | ACCounTAnCy ProFeSSIon

ACCounTIng And buSIneSS



requires by 2020 – 60,000 is the target – and what has to be 
in place in order to achieve the desired quantity and quality.

Ultimately, said Nik Hasyudeen, the report focused 
on trying to produce more accounting professionals to 
meet market needs as the Malaysian economy transforms 
in line with government plans such as the Economic 
Transformation Programme, Government Transformation 
Programme, Capital Market Masterplan 2, Financial Sector 
Blueprint and SME Masterplan.

The Malaysian Institute of  Certified Public Accountants 
president Datuk Abdul Rauf  Rashid, another panellist, said 
the key challenge for accounting firms was to get the right 
quality and the right numbers of  employees.

‘The CSAP report couldn’t have come at a better time,’ 
he added. ‘We accountants are probably in survival mode. 
We have to be able to make accounting sexy again. All of  us 
need to set aside our differences and work together to find 
solutions so that we will have 60,000 accountants by 2020.’

Fortunately, the committee has already done much of  
the heavy lifting and its recommendations are meant to 
show the way. Said Nik Hasyudeen, ‘Our recommendations 
are not really rocket science. They are basic things but 
with a strong flavour of  addressing the 
ecosystem. The idea is to connect the 
various stakeholders.’

Hence, another objective of  the 
recommendations is to beef  up the 
small and medium accounting practices 
(SMPs) to support the small and medium 
enterprises (SMEs).

The thinking here is that the SME 
sector’s economic contribution can 
be expanded significantly, and the 
SMPs can help by providing the SMEs 
with more value-added services. In 
addition, the financial management of  
the SMEs can be enhanced if  they are 
served by accounting professionals 
with the right qualifications.

Accountancy education
The CSAP has spent a lot of  time looking at accountancy 
education as well, because that determines the supply and 
quality of  accounting professionals.

One proposal is to establish what Nik Hasyudeen called 
‘a dedicated structure that looks at accountancy education 
as a mandate’. The committee has in mind a body that 
will maintain a sturdy link between accountancy education 
and what the market wants. Its job is also to connect and 
orchestrate the supply chain of  accounting professionals 
based on the country’s developmental needs.

To improve the teaching of  accountancy at the tertiary 
level, the committee believes that there must be adequate 
funding to support accountancy education, research and 
capacity building. 

Another way to boost the quality of  our accounting 
professionals, said Nik Hasyudeen, is to provide them with 
continuing technical support, and this would be reflected in 
the CSAP’s recommendations.

Making the profession inclusive is a theme that has 
emerged from the committee’s work. It is important for 
the professional programmes to be accessible to as many 

Malaysians as possible, so that the accounting 
fraternity is more representative of  the 
country’s geography and demographics.

In this respect, the South African Institute 
of  Chartered Accountants’ Thuthuka initiative 
has been an inspiration. Thuthuka was 
founded in 2002 to assist African and ethnic 
minority South African learners to become 
chartered accountants.

‘Our angle is supporting the needs of  
the country. We are looking forward, and 
we want to make Malaysia a better country. 
The profession should be inclusive, so that 
the benefits cut across all the stakeholders 
in the country,’ Nik Hasyudeen explained.

Nasir assured that the CSAP had come 
up with long-term solutions. »  

▲ building a better future
Malaysia’s accountancy profession needs to go back to the 
drawing board to create a solid framework for financial growth
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‘We’re fully aware of  our 
recommendations’ likely impact 
on the country and the people. 
Hopefully, we can communicate 
what we are trying to achieve 
in a manner that the majority 
of  the stakeholders can 
understand,’ he added.

Getting the CSAP report’s 
main messages across will indeed 
be necessary before the proposed 
reset of  the profession can 
happen. It is possible that some 
recommendations will meet some 
resistance, but the chairman 
insisted the committee placed the 
country’s interests above those of  
sectors and individuals.

‘We are recommending, in 
our view, measures that can 
help the country move forward, 
and we are not going to waver. 
It would be irresponsible of  
us to put forward popular 
moves for the short term, 
while compromising the long-
term future of  the country,’ 
Nik Hasyudeen said. ■

Errol Oh, executive editor, 
The Star

From as far back as 1995, individuals 
and organisations have said that 
Malaysia needs 60,000 accounting 
professionals by 2020. The source of 
this projection is obscure now, but in 
recent years, that figure has often been 
tied to the objectives of the Economic 
Transformation Programme (ETP).

It should be noted, though, that 
the ETP Roadmap was launched in 
October 2010 – long after the magic 
number had first popped up – and the 
document does not specify the demand 
for accounting professionals in 2020.

The good news is the Committee to 
Strengthen the Accountancy Profession 
(CSAP) has validated the figure. During 
the panel discussion at the Malaysian 
Insitute of  Accountants’ International 
Accountants Conference, its chairman, 
Nik Mohd Hasyudeen Yusoff, said 
60,000 was ‘a fair number to aim for’.

This was the conclusion after the 
committee had run simulations that 
factor in the baseline distribution of  
accounting professionals across the 
economic sectors, the sectorial growth 

rates and demand for accounting 
professionals, and the complexity and 
sophistication of  businesses.

According to the CSAP, Malaysia 
now has about 35,000 accounting 
professionals, including almost 5,000 
who are not MIA members.

The task of  almost doubling the 
country’s accountant population over the 
next six years is certainly daunting. MIA 
president Johan Idris said the institute 
acknowledged its role in spearheading 
this effort. But it is no easy matter.

‘Is it possible to reach 60,000? I tell 
you right now it’s very, very tough,’ he 
said at the panel discussion. ‘To achieve 
that, we need a lot of  support from the 
relevant stakeholders.’

Idris can draw some encouragement 
from the education front. Nik 
Hasyudeen pointed out that there 
are now 31,000 students in Malaysia 
who are registered with the various 
professional accounting bodies, plus 
between now and 2020, the country is 
expected to produce at least 25,000 
accounting graduates.

◄ FULL CIRCLE
Instilling high standards in education and technical 

support will help Malaysia’s accountancy profession 
be stronger than ever

THE MAGIC NUMBER
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Remember non-business risks 
Companies often focus on business risks that could derail their earnings. However, as 
recent events show, other risks often fly under the radar of executives and directors

Singapore residents have got used 
to the city-state being shrouded 
by a blanket of haze at certain 
times of the year, and it 
happened again last October.

The pollution, caused by 
forest and plantation fires in 
parts of  Indonesia, hit hard 
on certain days, although 
the situation was far better 
than in 2013, when the 
air quality hit hazardous 
levels for the first time in 
Singapore’s history.

Further afield, Hong 
Kong has seen widespread 
demonstrations, with 
parts of  the territory 
blockaded by protestors. 

Such incidents 
may seem a world away 
from income statements 
and balance sheets, yet 
firms would do well to 
pay attention, and develop 
strategies and contingency plans to 
deal with these ‘non-business risks’.

Simply put, business risks are 
inherent in the operations and running 
of  a company. They include scenarios 
like a product failure, the cessation of  
operations by a key supplier, or simply 
a prolonged market downturn.  

Executives spend plenty of  time 
developing plans to deal with such 
risks, because there are clear links 
between them and the profitability of  
the business. There are often obvious 
solutions. For instance, by purchasing 
raw materials from a variety of  
suppliers, companies will drastically 
lower the negative impact of  any one 
supplier collapsing.

Non-business risks, on the other 
hand, arise due to factors other than 
carrying out business transactions 
and running a company. The category 
is broadly defined and can include 
anything from environmental risks 
– as in the case of  haze or a typhoon 
– to political and security risks. 
As the range of  such risks is so 
wide, companies often fail to spend 

access restricted to popular shopping 
districts, while tourism may have slowed 

as visitors delay their travel plans. 
Meanwhile, in the financial sector, 

bankers and fund managers have 
commented on the impact on their 
daily commutes. 

Businesses also need to be 
aware of  environmental risks. The 
2013 haze impacted restaurants, 
tourist attractions and retail outlets 
in South-East Asia. A similar crisis 
in 1997 cost Singapore’s economy 
some US$300m and South-East 
Asia’s economies about US$9bn 
– owing to the disruption of  travel 
and business activities, as well as 
higher healthcare costs.

How, then, can companies 
ensure that their operations and 
strategies are not undermined 

by such events? 
Business continuity 

management is one commonly 
used method to mitigate non-business 
risks. This refers to a comprehensive 
process of  identifying potential 
threats and building a framework for 
an effective response. The aim is to 
safeguard the brand and the interests 
of  stakeholders, by ensuring that 
business activities and customer 
support can continue during any crisis. 

A key aspect is the training and 
drills before any crisis event hits. 
This allows staff  members to know 
what to do in an actual situation and 
ensures that the company’s business 
continuity plans keep up to date. 
Many Singapore companies already 
have such plans in place, thanks 
largely to the haze crises. During the 
2013 incident, businesses distributed 
masks to staff  to filter out airborne 
particulates, while some employees 
were allowed to work from home. 

It does not take long for a company 
to weigh non-business risks and boost 
the resilience of  its operations. Such 
preparations could prove invaluable. ■  

The writer covers financial issues 
in Singapore

enough time planning for these 
possible scenarios. 

Managers tend to associate non-
business risks with catastrophic 
‘black swan events’ such as the 9/11 
terrorist attacks or the 2011 earthquake 
and tsunami in Japan. These are rare 
and difficult to predict, and companies 
may grow complacent that they will 
never be affected.

But while large-scale terrorist attacks 
and natural disasters are thankfully 
still uncommon, each incident has 
a compelling effect on businesses 
and investments. The 9/11 attacks 
worsened the recession in the US, while 
Japan’s fragile economy was tipped into 
recession by the 2011 tsunami.

Non-business risks are not confined 
to terrorism, war and catastrophes; 
other events have the potential to hit 
bottom lines, too. For example, the 
Hong Kong protests have impacted 
the retail sector as consumers found 
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Wake up to financial inclusion
With the Alliance for Financial Inclusion calling Malaysia its new home, it’s time accounting 
professionals played a major part in developing the country’s SME sector, writes Errol Oh

This month, the Alliance for Financial 
Inclusion (AFI) shifts its headquarters 
to Kuala Lumpur. Malaysia, as host of 
an organisation that brings together 
financial inclusion policymakers from 
developing countries, has become a 
focus of the global efforts to widen and 
deepen the use of financial services.

This ought to be source of  pride. 
Financial inclusion is a must-have 
in any government’s toolset for 
development and poverty reduction.

According to the World Bank, more 
than half  of  the world’s poor are 
unbanked, and have limited or no access 
to financial services such as savings, 
loans, credit, insurance or payments.

‘This constrains their ability to cope 
with unexpected expenditures, take 
advantage of  economic and educational 
opportunities, participate in business 
transactions, and send and receive 
remittances. Poor households and 
women are especially disadvantaged. 
No citizen should be excluded from 
economic opportunity, and financial 
inclusion is an effective instrument to 
bridge this gap,’ the bank explains.

As Bank Negara governor 
Tan Sri Dr Zeti Akhtar Aziz 
pointed out in her keynote 
address at the AFI Global 
Policy Forum in September, 
financial inclusion is a way to 
improve the livelihoods of  
the disadvantaged and to 
strengthen their financial 
resilience.

‘It provides the 
opportunity to save 
for the future, to 
invest and generate 
income, and to insure 
against adverse 
events,’ she added.

But financial 
inclusion is not just 
to help individuals; 
businesses can directly 
benefit, too, if  their 
credit needs are met. 
‘For firms, particularly 
the small and young 

through well-designed, targeted 
interventions: ‘Financial education 
has a measurable impact if  it reaches 
people during teachable moments, for 
instance, when they are starting a job or 
purchasing a major financial product.’

This is where accounting 
professionals can play a significant role. 
A year ago, ACCA published a report, 
Financial education for entrepreneurs: 
What next? to consider how the global 
agenda on financial literacy, capability 
and education relates to entrepreneurs, 
and to review evidence on the 
effectiveness of  such interventions.

It argues that financial education 
initiatives for entrepreneurs should 
involve accounting professionals. For 
one thing, it says, those in practice 
and in business actively support and 
mentor entrepreneurs seeking finance.

The report describes accountants 
as ‘the business world’s real financial 

educators’, and urges 
stakeholders in financial 
education to make the 
most of  the relationships 
between accountants and 
small businesses. ‘Do 
not underestimate how 
embedded [accounting 
professionals] are in 
poorer communities 
or how well they can 
relate to informal 
enterprises,’ it adds.

Note that the 
Committee to Strengthen 

the Accountancy Profession 
says it plans to recommend 
measures to strengthen small 
and medium accounting practices 
so they can offer more value-
added services to SMEs.

The conditions are right for 
accounting professionals to play a big 
part in driving growth of  the Malaysian 

SME sector in 2015. 
Will they respond 
accordingly? ■

Errol Oh is executive editor 
of The Star

ones subject to greater constraints, 
access to finance is associated with 
innovation, job creation and growth,’ 
says the World Bank in its Global 
Financial Development Report 2014.

Standard Chartered Bank, in a 
September 2014 report on financial 
inclusion, notes that the strategy 
provides micro-enterprises with funds 
for setting up and expanding and for 
improving risk management.

Whether for individuals or firms, 
financial inclusion cannot gain traction 
without financial education and the 
promotion of  financial capability.

The World Bank report defines 
financial capability as a combination of  
financial knowledge, skills, attitudes and 
behaviours, and says it can be enhanced 
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Meet Asia’s CFO of the Year
Mohamed Rafique Merican, FCCA, group CFO at Malaysia’s Maybank, has been honoured 
as CFO of the Year for going beyond accounting and compliance, reports Cesar Bacani

Every year since 2012, CFO Innovation 
has been honouring Asia’s outstanding 
chief financial officers in our annual 
CFO Innovation Awards. This year, 
we awarded the CFO of the Year 
distinction to a fellow member of 
ACCA – Mohamed Rafique Merican, 
group CFO at Malaysia’s Maybank.

To our mind, Rafique represents a 
new group of  transformative CFOs, 
those finance chiefs that are mindful 
not only of  accounting, compliance 
and controls, but equally important, 
the alignment of  the finance function 
with the business in achieving the 
company’s goals through the provision 
of  business insights, strategy support 
and business partnering.

‘We want to be a regional financial 
services provider,’ says Rafique, ‘and 
trade will be one of  the biggest areas 
for a regional bank.’ It was finance 
that crystallised this insight and 
worked closely with the business – the 
CEO and other functions – to design 
and rapidly execute a trade-focused 
program to turn idea into reality.

The vehicle Maybank chose is an 
exclusive two-year strategic partnership 
with the Malaysian government’s 
National Single Window facility, a 
platform that the country’s exporters 
and importers use to file customs 
declarations, make payments and 
process other trade-related paperwork. 

The government had borne all 
the expenses for the design and 
implementation of  the Single 
Window digital system, so 
Maybank, in a sense, is 
leveraging on a free resource. 
‘We are cheap,’ quips 
Rafique. ‘In terms of  
creating value, we have 
to be cost-conscious, but 
at the same time, also 
be in line with where the 
company wants to go.’

Maybank is the only 
institution with access to 
the detailed and massive 
records of  the Single 
Window facility (the 

The product offering is not limited 
only to trade and supplier finance. 
Maybank is also looking to extend the 
relationship to lending, transaction 
banking, investment banking and asset 
management. And the program can be 
expanded beyond Malaysia. Finance 
is now assisting the business to forge 
similar Single Window arrangements 
with other ASEAN governments.

The out-of-the-box thinking is not 
new to Rafique, whose ACCA training 
instilled in him the mindset that the 
financial professional mandate covers 
much more than bean-counting. He is 
also well-versed in what the business 
wants and requires from finance, being 
once a CEO himself  (of  healthcare 
company Radicare) and CFO of  
Malaysia’s national utility Tenaga 

Nasional and major power firm 
Malakoff  Berhad.

This is not to say 
that Rafique is 
not attending 
to other areas 
of  financial 

management. 
The group CFO has 

automated and streamlined 
the budgeting process, 

implemented activity-based 
costing for customer profitability 

analysis, and embedded financial 
performance metrics in the 

balanced scorecard system.
Finance at Maybank is now 

working with the IT team on a 
regional data enterprise data 
warehouse project, which will 
replace the existing data warehouse 
in Malaysia and then include 
the Philippines, Singapore and 
Indonesia. The objective is to 

establish a single source of  truth 
that is system-independent and able to 

aggregate data to the group level.
Rafique’s is a worthy track 

record and a useful template 
for today’s CFOs to follow. ■

Cesar Bacani is editor-in-chief 
of CFO Innovation

government gets a cut of  the fees from 
Maybank products and services sold as 
a result of  the partnership). This allows 
the bank to find and vet new clients, 
and design trade finance and other 
products that are customised for them.

Already, an initial assessment of  
8,000 mainly smaller companies in the 
Single Window database has revealed 
that 76% had no relationship with the 
bank. Because Maybank has access 
to a company’s transactions and track 
record, it can better assess the risks, 
and offer better terms and conditions 
than the competition.
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Inspiring the next generation
Listening to ACCA members’ views and ongoing research into the latest trends in the 
profession is informing our future activities, says ACCA president, Anthony Harbinson

As we look forward to 2015, I wanted to take this opportunity not only to wish 
you happy new year, but to share with you how ACCA itself is 
looking ahead.

One of  the key events of  ACCA’s year is the 
International Assembly, which took place in 
London in November. More than 80 member 
delegates from around the world – all of  whom 
are leading advocates for ACCA in their markets 
– got together to look at ACCA’s strategy for 
the next five years and discuss key issues, 
such as how ACCA can continue to ensure 
it supports you, our members, through 
your working lives and to look at issues of  
employability and opportunity. 

International Assembly members also met 
with ACCA Council members to discuss market-
specific issues and identify how the organisation 
can move forward. See more information on our 
discussions in the ACCA section.

At the Assembly and elsewhere we have been 
emphasising ACCA’s commitment to working in 
partnership. Our ground-breaking Massive Open 
Online Course (MOOC), developed in conjunction with 
the University of  Exeter and FutureLearn, has attracted 
thousands of  people who might not otherwise have had 
the opportunity to learn about the role accountancy and 
finance plays in society.

And on the subject of  education, we have been looking 
at key trends in business courses as well. In a study we 
carried out in association with educational consultants 
CarringtonCrisp and the European Foundation for Management 
Development, we found that education providers are 
reconsidering the content of  their degrees, shifting towards 
a multidisciplinary approach to meet the demands of  
students and business. Lifelong learning will remain 
important, but lifestyle learning will come to the fore 
because of  technological developments.

We will be exploring these and other trends 
and initiatives much more, so we can fulfil our 
commitment to enabling more people to access 
the profession. 

Finally, when we discussed our 
differentiators in the profession, we 
concluded that our best asset is our 
diverse and committed membership. 
I therefore want to thank you for 
the contribution you all make to the 
ACCA brand and to inspiring the next 
generation of  finance professionals. ■

Antony Harbinson FCCA is director 
of safer communities in Northern 
Ireland’s Department of Justice
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I started out as an 
accountant. After 
studying for a degree in 
Business Administration, 
Accounting and Finance, 
it took me about six years 
working in a foreign law 
firm and Big Four firms 
Ernst & Young and PwC 
to fully develop into a tax 
consultant. After that I 
founded PAAT Consulting. 
The original idea was to 
become a businessman, and finance 
and accounting is a good choice.
 
Our PAAT Consulting business has 
grown tenfold in the last five years. 
My role has changed from a service 
professional into one of  management. 
My responsibilities extend to 
overseeing company operations, 
developing and managing marketing 
and sales teams, and developing the 
first online accounting service platform 
in China. I created PAAT and want to 
grow it into a 130-employee company 
within six years.
 
The reason I enjoy this work is 
because PAAT might have the best 
chance to change the accounting 
outsourcing service industry in China, 
and I am making this happen step 
by step. However, if  I’d been able to 
develop an accounting outsourcing 
business in a Big Four firm at that 
time, I would not have set up PAAT.

My average day is a busy one. It involves 
checking all emails and assigning work, 
catching up with various managers and 
attending client meetings, conducting 
walk-arounds and providing on-site 
assistance to sales and service teams.
 
My inbox gets filled up pretty quickly 
– I’d say dealing with emails takes 

‘ I CREATED PAAT AND WANT TO GROW IT INTO 
A 130-EMPLOYEE COMPANY WITHIN SIX YEARS’ 
RICK DENG, CEO, PAAT CONSULTING, 
SHANGHAI, CHINA

up an alarming chunk 
of most professional’s 
days. Mine is daily filled 
with correspondence for 
important sales leads, 
client complaints and 
follow-ups, and progress 
reports from various 
departments.

My biggest challenges 
are also my biggest 
priorities – developing 

new clients and financing the 
business. I am able to foresee the 
developments and trends in our 
industry for the next two or three 
years. This makes us able to adapt 
our strategy in accordance with this 
change, allowing us to be flexible 
and in tune with client needs. This, 
I believe, will finally lead to the growth 
and success of  PAAT.
  
I wouldn’t say I’m particularly 
influenced or even inspired by any one 
person and there’s no specific reason 
for this. I read a lot and talk with a lot 
of  people, taking ideas and inspiration 
from a great many sources. I then try 
to integrate all the knowledge and 
experience I pick up along the way into 
my approach and thinking.
 
I imagine this might be what a lot of 
people say, but the thing I couldn’t 
live without is the internet. It will be 
the future for my company and also 
for my future.
 
My priorities for the year revolve 
around pushing our online accounting 
service model to completion and 
securing sufficient funds to support 
our ambitious two-year growth plan. 
So there’s still plenty to do in an already 
busy schedule, but I’m definitely looking 
forward to the future. ■ 

SNAPSHOT:
INTERNAL AUDIT 
Internal audit is a dynamic 
profession that evaluates and 
improves the effectiveness of 
risk management, control and 
governance processes of an 
organisation.

‘Internal auditors work with 
management to systematically 
review operations and systems. 
These reviews, or audits, are 
aimed at identifying how well 
risks are managed throughout 
the organisation, and whether 
agreed procedures are being 
adhered to,’ says Simon 
Wright, operations director, 
CareersinAudit.com. 

The main skills required 
to become an effective 
internal auditor include good 
communication, leadership 
and relationship building, 
technical ability and above 
all, attention to detail and 
integrity. ‘Internal auditors 
need to be analytical and 
objective in their professional 
workings,’ adds Wright.

‘Internal auditors in Asia 
Pacific [are] one step ahead as 
they are in a fortunate position 
to be able to take stock and 
learn from the errors of  the 
Western world over the past 
few years, while improving their 
own processes and controls.’ 

51%
Last year’s Global Fraud 
Report from Kroll showed that, 
51% of  the time, fraud was 
exposed by an internal audit 
(compared with the 10% that 
external audit played a role).

The view from
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Community spirit
The birth of the ASEAN Economic Community is the ideal opportunity to harmonise 
accounting practices across a group of countries at different stages of development

professionals. This cautious approach 
has been seen as an acknowledgment 
that accounting standards still vary 
widely in the bloc.

According to Tan-Torres, ASEAN 
member states can be organised into 
two categories: ASEAN’s founders 
(Thailand, Malaysia, Singapore, 
Indonesia, the Philippines, and 
wealthy latecomer Brunei); and the 
rest (Cambodia, Laos, Myanmar and 
Vietnam). ‘The two groups’ difference 
is readily discernible in the numbers,’ 
he says. ‘The emerging countries have 
fewer accountants, fewer guidelines, 
fewer systems and so forth. But the 
more developed ASEAN members and 
other development partners such as 
the World Bank are helping them by 
sharing experience and knowledge.’

Good time for partnership
Lee Fook Chiew, CEO of  the Institute of  
Singapore Chartered Accountants, is 
optimistic that this is a good time for 
ASEAN’s accountancy firms to expand 
by joining a network or partnering with 
local firms in other markets. Their 

With the Association of Southeast 
Asian Nations (ASEAN) aiming to 
establish its own European Union 
(EU)-style single market by the 
end of next year, the bloc has now 
signed off on a ‘mutual recognition 
arrangement’ (MRA) on accountancy 
services. The agreement aims to bring 
accounting practices to the same 
level of quality across the ASEAN 
zone, as well as aiding the mobility 
of finance professionals wanting to 
work across the new ASEAN Economic 
Community (AEC). 

This is no mean feat, considering 
that the 10 member countries have 
sharply contrasting levels of  economic 
development, ranging from a GDP per 
head of  US$55,182 in Singapore and 
US$38,563 in Brunei, to US$1,646 
in Laos and US$1,911 in Vietnam. 
The EU, by contrast, is a relatively 
harmonious bloc of  prosperity.

Regardless, this is a critical time 
to harmonise accounting practices in 
ASEAN. When the AEC launches on 
31 December 2015, capital flows in 
the region are expected to accelerate, 
greatly bolstering demand for high-
quality financial reporting, in turn 
boosting confidence among investors 
and the capital markets.

‘The AEC will remove investment 
barriers, and the more cross-border 
investment, the more cross-border 
accountancy services we will need,’ 
says Joel Tan-Torres, chairman of  the 
Philippines’ Board of  Accountants.

‘For example, there will be more 
Philippine corporations organising 
subsidiaries in Thailand, with the 
external auditors of  the parent 
companies then requiring assurance of  
the reliability of  the Thai companies’ 
records,’ he adds. 

The MRA, expected to take effect in 
January 2016, stipulates that, for a still 
undefined initial period, certified public 
accountants (CPAs) in one ASEAN 
country wishing to practise in another 
member state must partner with a 
local CPA, producing an auditors’ 
certification of  reliability for finance 

clients, he says, are likely to want to 
leverage the AEC and expand their 
operations regionally. However, he 
warns that, in some ASEAN countries, 
there is ‘a shortage of  qualified 
accountants needed to spearhead 
the adoption and adaptation of  
international standards to meet  
local needs’.

Another issue is the language 
barrier. ‘English is not a commonly 
used language in some of  the ASEAN 
countries, but many of  the global 
accounting standards are written 
in the language,’ Lee says. ‘While 
global accounting standards can be 
translated into local languages, the 
accuracy of  the translation could pose 
a concern; as a result, the availability 
of  useful application guidance in the 
local language to help the accountants 
in these countries is severely limited.’

Lee adds that the shortage of  
qualified trainers proficient in English 
could hit the quality of  training as well 
as hinder collaborations with overseas 
tertiary institutions and national 
accountancy bodies.

Meanwhile, in Thailand, the 
Federation of  Accounting Professions 
(FAP) predicts that in the initial period 
after the MRA’s implementation,  
the Big Four – Deloitte, PWC, EY  
and KPMG – will benefit from the  
freer flow of  finance professionals,  
as opposed to smaller local 
accountancy service providers that 
might find it too complicated to 
partner with foreign CPAs.

‘Deloitte, for example, will find it easy 
to transfer its professionals internally 
from one country to another,’ says FAP’s 
Saran Supaksaran. ‘But for a local audit 
firm, it would be difficult because, first 
of  all, you’d have to find a partner in that 
country and then register with the official 
body there.’

In terms of  the MRA’s second and 
final stage – which would drop the 
requirement for separate licences 
for domestically regulated services 
– Supaksaran envisages that finance 
professionals from the Philippines, 

ASEAN GDP: A 
wiDE PiCTurE
The wealth of ASEAN countries 
is widely divergent, especially 
for a free trading bloc. Here 
are World Bank assessments of 
member countries’ national GDP 
per capita for 2013:
 
Singapore us$55,182
Brunei us$38,563
Malaysia us$10,514
Thailand us$5,779
Indonesia us$3,475
Philippines us$2,765
Vietnam us$1,911
Laos us$1,646
Cambodia us$1,008
Myanmar* us$824 

*2012 figure
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with their strong English skills and 
accounting knowledge, are likely to 
move to Singapore. ‘By contrast,  
the difference between the 
compensation in Thailand and 
Singapore will likely not be large 
enough to attract many Thai 
accountants, while Singapore’s strict 
work style might function as an 
additional deterrent to them.’

Building awareness
Tan-Torres cautions, however, that 
although the Philippines produces 
‘3,000 to 5,000 accountants per year,’ 
there still is a lack of  awareness in the 
country about the MRA. Accountants 
looking for foreign jobs are therefore 
unaware of  regional opportunities, 

▲ time to celebrate 
Chinese dancers perform in Yangon, 
Myanmar as part of China Guangdong 
Culture Week in ASEAN. The ASEAN 
Economic Community will be in place 
from 31 December 2015

▌▌▌‘people are very cautious about  
the triumphant rhetoric around the 
goals of economic integration’

opting instead for traditional career 
destinations such as the US, the 
Middle East and Europe, he says.

Manos Schizas, ACCA’s senior 
economic analyst, agrees that efforts 
need to be made to inform ASEAN’s 
accounting sector about the reforms. A 
recent survey of  ACCA members in the 
region found that ‘there’s not a huge 
amount of  awareness among finance 
professionals about the AEC reforms,’ 
Schizas says. ‘And, where there is 
awareness, people are very cautious 
about the triumphant rhetoric around 
the goals of  economic integration. 
They tend to think of  this as a medium-
term project that could take 10 years 
to bear any fruit.’

Even in regions of  the world where 

there has been deeper economic 
integration, this ‘doesn’t necessarily 
lead to transferability of  qualifications’, 
he adds, citing failures to overcome 
professional mutual-recognition  
red tape in the EU and even in the US, 
where states maintain special rules 
allowing finance professionals  
to practice. 

‘Although mobility of  labour 
is meant to be considered one of  
the chief  benefits from economic 
integration in ASEAN, you have to see 
the skills side of  this as a long-term 
project,’ he says. ‘High-skilled visa 
regimes are relatively quick in the 
region already; you already have a  
fair amount of  accommodation in  
that area.’ »
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▲ moving forward
Delegates attend an ASEAN meeting 
in Myanmar in June 2014. The ASEAN 
Economic Community aims to enable 
finance professionals to move freely 
across the 10 member states

what do acca members think?

* ACCA surveyed 291 members about the ASEAN Economic Community 
(AEC); 165 were in Malaysia, 85 in Singapore and 23 in Vietnam, with 
small numbers polled in the other countries.

* Only 12% of  respondents were fully aware of  the AEC goal of  achieving 
regional economic integration by December 2015.

* Almost half  – 49% – of  survey subjects understood only ‘a little’ of  what 
the AEC planned to do; 20% did not understand it at all.

* Where respondents had a view, 30% thought narrowing the development 
gap between ASEAN and the rest of  the world was among the three most 
important AEC deliverables.

* Regarding other goals, 27% of  respondents highlighted the free flow of  
skilled labour; 25% the free flow of  investment; 24% free flow of  goods; 
19% of  services; and 14% of  capital.

* The most popular benefits identified as benefiting accountants’ own 
organisations was avoiding double taxation (32%) and the free flow of  
skilled labour (30%). 

Only 27% of  ACCA members 
surveyed cited free-flow of  labour as a 
key benefit of  economic integration in 
the region, with 30% citing this as a 
benefit for themselves personally (see 
box). ‘You can see the expectations 
are there, but it doesn’t mean 
that qualifications will be instantly 
transferable,’ Schizas says.

In addition, finance professionals 
will need to be attracted to move by 
decent pay packages, and they are 
not always available in those ASEAN 
countries that have most need of  
finance professionals. Schizas predicts 
that, as a result, ‘the flow into those 
countries will be slower because there 
won’t be wage differential to draw 
people there.’ ACCA has, he says, 
been working on building professional 
capacity across the ASEAN zone, and 
thus far ‘we’re not witnessing the brain-
drain phenomenon’.

Will economic integration proceed 
swiftly as a result of  the AEC? 
Schizas warns that politics could 
impede integration, for instance in 
the bloc’s giant Indonesia and major 
emerging market Vietnam. Citing 
recent instances of  unrest, he says: 
‘In Vietnam currently there has been 
a significant backlash against foreign-

owned enterprises and some of  this 
carries implications for any debate on 
economic integration in the region. 
So from country to country there are 
political, micro conditions that make 
immediate progress slightly difficult.’ ■ 

Jens Kastner and Jack Hewson, 
journalists
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I started my career working with an 
audit firm in Delhi, India, then moved 
into the retail industry before entering 
the IT industry, where I’ve been for the 
past eight years. Finance is an integral 
and important part of  the success of  
any company, and my desire to play a 
crucial role in building and steering an 
organisation was key in attracting me 
to this function.   

Business has evolved into areas that 
were not considered a few years 
back. The finance profession has not 
only had to keep pace, but provide 
guidance and leadership. CFOs today 
play various roles, including that of  a 
strategist, implementer, compliance 
adviser and business partner.

My role as an EVP finance 
and CFO is multifaceted. 
I’m involved in building, 
implementing and guiding 
the strategic vision of  the 
company. I ensure that the 
business has the necessary 
inputs and health checks 
and that our investments 
are monitored and reported. 
I’m leading the strategic 
transformation from a small 
firm to one with operations 
in 12 countries from 
Australia to South 
America. I’ve really 
enjoyed being involved 
in the inorganic 
growth strategy. The 
idea of  being the 
transformation engine 
and having a key role in 
executing strategy has 
been a real motivator.

We’ve been expanding 
at a very fast pace. The 
company has more than 

‘ the idea of having a key role in executing 
strategy has been a real motivator’ 
sachin gandhi acca, evP finance & cfo,  
stone aPPle solutions, singaPore

tripled in size in the past four years with 
an aggressive organic and inorganic 
growth strategy. Given this pace, a 
key challenge and priority is to ensure 
that the finance function is an enabler 
for growth. This means developing 
and retaining talent, putting in place 
forward-looking policies and processes, 
successfully integrating new units and 
ensuring that the business is compliant.

I have two stand-out highlights. The 
first was in 2003: I left India for Dubai 
to pursue overseas opportunities. In my 
first year I was transferred to Singapore. 
The second, and most important, was 
when I qualified as an ACCA member 
in 2010 and took up the role of  Stone 
Apple Solutions CFO, and I’ve not looked 
back since. The experience I’ve gained 

here remains the most meaningful – 
I’ve played a key role in the firm’s 
transformation from a small start-
up to an organisation with a global 
footprint and a respected brand. 

I am keen to apply my experience 
and knowledge into seeding 

initiatives on a global scale. 
Madhujeet Chimni, 
Stone Apple’s CEO, 
has had an everlasting 
impact on my 
thinking, not limiting 
oneself  to having 
great ambition or 
vision, but also 
possessing the 
passion and rigour 
to achieve it.  

I couldn’t live 
without family, 

work and travel. 
I travel to experience 

a spectrum of  cultures 
and to expand my 
ideas. ■

snaPshot:
retail
The retail industry is evolving 
fast. Shifting demographics, 
technological advances, 
household downsizing and 
more educated consumers 
all underpin an industry that 
must analyse and adjust to the 
changing needs of today’s – 
and future – customers.

The e-commerce space will 
be a key driver for 2015. China 
has more online shoppers than 
any other country and is set 
to overtake the US to become 
the world’s largest online retail 
sales market by total value. 
Yet the supply pipeline of  new 
mega-sized malls in its cities 
shows no signs of  abating. 

In Knight Frank’s report, 
Spotlight on China’s retail 
market 2014, Paul Hart, 
executive director, Greater 
China, warned: ‘Developers will 
increasingly find it difficult to 
maintain high occupancy levels 
and customer traffic amid the 
rapid rise in online shopping.’

As a finance professional, 
not only do you have to be 
experts in disciplines such as 
reporting and regulation, you 
need to advise the industry on 
issues such as sustainability, 
operational efficiency, market 
entry, retail format strategies 
and consumer trends.

¥57bn
On 11 November 2014, 
China set a new world 
record for online sales by 
achieving total sales of  ¥57bn 
(US9.26bn) in one day.

the view from
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Complexity in the risk relationship
Insurers are changing how they deal with corporate clients amid more complex risk data and 
regulations. We speak to EY’s global insurance leader Shaun Crawford about the challenges

to broker different policies in different 
regions,’ Crawford says. ‘So the 
broker rather than the insurer will 
piece together the international 
solution, brokering different policies 
in different regions. But it would 
depend on the product and the type 
of  risk that’s being insured.’

Indeed, there are situations where 
corporates find that it’s better to 
have a local provider in each territory 

rather than trying to get a one-stop 
worldwide solution, Crawford says. This 
is particularly so where there are local 
tax, regulatory or cultural reasons that 
make a global solution more difficult to 
implement. The costs of  local tailoring 
and compliance can counteract any 
economies of  scale. 

Pensions, health cover or vehicle 
insurance are typically sourced locally. 
‘But when you look at buildings cover 
and large international travel policies, 
some of  that can be done on a more 
global basis,’ Crawford says. 

Insurers are increasingly looking 
to emerging markets for growth. But 
these markets also have a few of  their 
own rapidly developing insurance 
businesses, reaching out to the rest of  
the world. China’s Ping An, for example, 
is already of  a scale and complexity 
that, in 2013, it was named by the 
Financial Stability Board (FSB) as one 
of  the first nine global systemically 
important insurers (G-SIIs). 

But at present these emerging 
market insurers are active in the 
consumer field or in deploying their 
swelling investment coffers. They 
are not yet making their presence 
felt in the corporate client arena. 
‘We are going to see more of  these 
insurers from emerging markets but 
these companies aren’t global yet,’ 

The insurance industry model is 
facing a growing level of complexity 
and sophistication that is changing 
the relationship between insurers 
and their corporate clients. Take 
regulation, for example. New rules 
are emerging from the national level 
through to the G20. Solvency II is 
the particularly burdensome new 
European regulation heading down  
the slipway. 

The deadline for implementation 
was recently pushed back by Brussels 
because of  the difficulty in putting 
together a comprehensive – and 
comprehensible – rule book, but 
few would risk betting on a further 
extension of  the deadline beyond 
1 January 2016. 

It’s a complicated piece of  
legislation but, as far as Shaun 
Crawford FCCA, global insurance leader 
at EY, is concerned, what Solvency II 
really means is: ‘insurers are going 
to have to put more capital in their 
balance sheet’. Of  course, ‘more 
capital means more governance, a lot 
more cost and that ultimately will be 
passed on to the customer’. 

While the need to generate 
additional returns on an enlarged 
capital base to underwrite the same 
risks will mean higher premiums, 
Crawford is clear that, in some cases, 
insurance companies may not be 
prepared to take on certain risks in the 
future. They may pull out of  certain 
lines if  they become too capital-
intensive for the returns available. 
‘Some of  the niche players may find 
it difficult to trade in the future under 
these new stringent rules for capital,’ 
Crawford says. CFOs take note.

Looking globally
Global corporations increasingly 
want to get the buying power that 
comes from negotiating global deals 
with suppliers. The geographic 
footprint of  the insurers rarely 
matches that of  the client company, 
however. ‘You’ll probably see more 
international brokers who are going 

▌▌▌‘InSurErS arE nEEdIng to do morE of 
that prEvEntatIvE CuStomEr CarE. If thEY 
don’t, thE loSSES WIll bE a lot hIghEr’

says Crawford. ‘Their deals tend 
to be more about acquisitions or 
investments. They have capital in the 
balance sheet but you don’t see Ping 
An products in the street.’

Good insurers have realised that 
they need to compete by offering good 
customer service. This is especially true 
in employee-oriented policies, such as 
pensions, life cover or health. Insurers, 
says Crawford, ‘need to make sure it’s 

easy to transfer people in and out of  
the schemes as they join and leave a 
company’. For pensions, of  course, they 
need to ‘make sure they invest well and 
make sure that pensions pan out when 
staff  retire. Similarly, companies want 
to know that it will be hassle-free for an 
employee’s family if  it’s necessary to 
pay out on a life policy. And health cover 
is an area where employers won’t want 
insurers making life any more difficult 
than it already is for an employee in 
need of  medical treatment. 

‘This is a much deeper relationship 
all the way through and price becomes 
less of  an issue,’ says Crawford. ‘It’s 
about the whole service proposition 
because if  you do it on the cheap 
and the health insurer messes up, the 
employees become upset.’

Even for less employee-sensitive 
types of  cover, service is still a key 
ingredient of  the relationship between 
insurer and corporate client. Take 
buildings insurance, for example. 
As competitive as this market is, it is 
one where the incumbent insurer often 
isn’t rotated out just so the company 
can save a little bit of  money. 

‘In that sort of  relationship it’s 
more about demonstrating that when 
something goes wrong the insurer 
can respond quickly and deal with it,’ 
Crawford says. ‘It’s how the insurance 
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▲ hazard warning 
Forest in Vancouver, Canada. At least one insurer in the country  
monitors ‘dry wood’ in order to anticipate forest-fire risks

company deals with situations that 
will decide how the relationship 
progresses. It’s a post-event type of  
thing.’ Partly that is about paying up 
promptly, but it can also be ‘service’ 
things like immediately arranging 
alternative cover if  employees need 
to relocate in an emergency. 

How service reduces risk
Increasingly, however, insurers are 
realising that there are opportunities 
to provide customer-winning service 
and reduce their own risks, Crawford 
says. Upfront advice (eg, don’t keep 
your servers in the cellar where they 
are vulnerable to flood risks, do make 
sure that you have – and test – a 
disaster recovery plan) is valuable to 
the corporate client, but can reduce 
the insurer’s risk and slice something 
off  the premiums as well. ‘Insurers are 
needing to do more of  that preventative 
customer care. If  they don’t, the losses 
will be a lot higher.’

Pre-emptive advice is playing a 
bigger part in the service offering, too. 

For example, some insurers are well 
equipped to advise clients of  storms 
that are on the way, giving companies 
time to make preparations. ‘Insurers 
are getting more sophisticated.  
There’s a lot more data being pulled 
together, enabling them to analyse, 
underwrite and price more effectively,’ 
Crawford says. 

At least one Canadian insurer 
monitors ‘dry wood’ so that it can 
anticipate forest fire risks. ‘They are 
also contacting the local authorities 
and warning them: “unless you put 
a fire appliance in that area or clear 
some space, we’re not going to  
insure those areas” – which is not  
what the authorities want to hear,’ 
Crawford says. 

‘If  you can prevent a fire or put the 
fire out more quickly then there’s less 
damage for the customer. So they’re 
helping society by providing this kind 
of  information.’

Similarly, insurers are monitoring 
climate patterns to help them provide 
crop insurance anywhere across the 

globe, or studying flood plain data. 
‘We’re seeing that in the UK. When 
rivers are dredged the pricing of  
premiums changes,’ Crawford says.

‘What you’re seeing is much 
more science, much more data and 
analytics to be able to assess those 
risk – and then a desire to formally 
advise people such as governments 
who don’t have that data and 
information.’

Hand in hand with the growing 
mass and range of  data that insurers 
are studying is a demand for a 
much broader range of  employee 
skills than ever before; insurers are 
recruiting meteorologists, geologists, 
geographers, DNA scientists – ‘all 
sorts of  people so they can predict 
what might happen’. 

‘If  I was a CFO looking to ensure 
I’ve got all my risks covered,’ says 
Crawford, ‘I want to work with  
someone who has got a handle on 
managing it.’ ■

Andrew Sawers, journalist
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For more inFormation:

You can find Global policy on taxation of companies: 
principles and practices at www.accaglobal.com/ab110

returns to shareholders. 
However, they must also 
navigate often complex and 
unclear tax regulations, 
as well as address 
community concerns about 
multinational tax avoidance.  

Such challenges are 
highlighted in ACCA’s paper, 
Global policy on taxation of 
companies: principles and 
practices. It also notes 
how public perception of  
the contribution made by 
businesses to society often 
overlooks the wider benefits 
of  economic activity (such 
as employment) and the role 
that companies play in tax 
administration (for example, 
by collecting employment 
and consumption taxes on 
the government’s behalf).

Given this complex 
landscape, ACCA has 
framed a set of  principles 
for its approach to policy 
on corporate tax and in 
contributing to the global 
debate. For example, ACCA 
believes that companies 
should not pursue aggressive 
tax avoidance – completely 
artificial arrangements with 
no clear purpose other than 
to avoid tax. 

While companies have 
a commercial imperative 
to minimise costs, they 
need to consider the wider 

the issue of how to 
tax companies so that 
they contribute fairly 
to the economies they 
operate in, but are also 
enabled to thrive, is an 
international one. the 
joint G20/organisation 
for economic Co-operation 
and Development (oeCD) 
work on base erosion and 
profit sharing illustrates 
how seriously the matter 
is being taken. 

Governments and tax 
authorities around the 
world need revenues from 
businesses to help meet 
public funding needs in the 
wake of  the global financial 
crisis. At the same time, 
changing business practices 
– particularly globalisation 
and an increasingly digital 
economy – challenge the 
workability of  tax rules 
formulated at a time when 
profit generation always 
required some form of  
physical presence.

For their part, 
corporate tax functions 
face conflicting pressures. 
Company directors 
have a fiduciary duty to 
minimise business costs, 
including tax payments. 
Not to do so could put their 
business at a competitive 
disadvantage and reduce 

impacts of  tax policies and 
recognise that certain legal 
approaches will be seen by 
some as unethical. 

Greater transparency on 
tax treatment and how tax 
decisions are made would, 
in ACCA’s view, enhance 
corporate reputation and 
help a wider range of  
stakeholders to understand 
the issues and complexities 
around business tax. This 
could include more or 
better disclosure.

Professional accounting 
professionals are clearly 
involved in the business tax 
debate. ACCA’s principles 
lay down that accounting 
professionals have a duty to 
advise clients and employers 
on all options for maximising 
profits, recognising that 
taxpayers have no obligation 
to pay tax beyond the legal 
requirements. However, 
accounting professionals 
also have a clear duty to 
advise on technical and 
reputational risks associated 
with tax approaches, 
including ethical dimensions.

ACCA is also calling 
for clearer and simpler 

tax laws that reflect 
society’s desired ethical 
framework. Tax laws need 
to be made fit for purpose, 
especially in relation to 
emerging business models 
– globalised operations 
and digital transactions. 
Taxpayers’ rights must 
be recognised and 
balance achieved between 
potentially competing 
interests. 

As for policymakers, 
ACCA suggests that a new 
approach to company 
taxation may be required. 
The question needs to be 
asked whether the current 
corporate tax model is 
workable in the new global 
environment. We may need 
to look for alternative ways 
to tax business activity. 

Jurisdictions cannot 
work alone to address 
these issues. Coordinated 
international action is 
essential if  we are to 
achieve substantive and 
viable solutions to the 
corporate tax challenge. ■

Chas roy-Chowdhury is 
head of tax at aCCa

World needs a new deal on tax
the international politicisation of taxation and the lack of clarity in what can be highly 
complex regulations make a new approach essential, says acca’s Chas Roy-Chowdhury

www.accaglobal.com/ab110
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BALANCING ACT
Good corporate governance balances rules and fl exibility, says KPMG’s Irving Low, but 
as research by ACCA and KPMG shows, behavioural aspects are too often neglected

markets have recently revised their corporate 
governance frameworks. On paper, they have 
all the right rules and requirements, but 

whether they have yet implemented these 
requirements is another matter.’
The study ranked India’s CG framework on a par 

with Australia’s, and Russia’s level with Hong Kong’s.
Low, who presented the findings 

internationally in November 2014, points out 
that similar discrepancies can be found in 
developed markets. But while issues with 
emerging markets may be attributed to 

implementation or enforcement, problems 
in developed markets are more usually related 

to human behaviour. For example, the US has 
a relatively mature corporate governance 

framework and placed second among the 
markets studied, but has seen multiple 

corporate scandals over the years. 
‘This is a people-related issue,’ he 

says. ‘What makes the world go round 
is how we behave, and that’s not 
very well covered in most corporate 
governance frameworks.’

Rigour vs flexibility
Additional rigour in CG frameworks might 

seem to be an obvious way of  preventing 
corporate scandals. It is easy to assume 
that raising the number of  requirements 

and making them mandatory should 
compensate for human inclinations to 
behave badly. But Low is skeptical of  

this easy way out.
‘A corporate governance 

framework should not simply focus 
on having more requirements,’ he 

says. ‘It should attempt to achieve a 
balance between rules and flexibility.’

The entire point of  having rules, 
he says, is to safeguard the interests of  

stakeholders and, to this end, the rules in 
a corporate governance framework should 

be more purposeful and decided. But at the 
same time, the framework must allow for some 

C
orporate governance is a matter 
of balancing the need for 
enforcement with the need 
for flexibility, as a 14-month 

collaborative research study by 
ACCA and KPMG found. But at the 
same time, the most important aspects 
of good CG – the behavioural aspects 
pertaining to areas such as communication, 
evaluation and risk governance – are often 
less well defined, making them difficult to 
articulate, let alone enforce.

The study, Balancing rules and 
flexibility, examined corporate 
governance requirements across 
25 markets and turned up several 
interesting results, says Irving 
Low, head of  risk consulting for 
KPMG in Singapore. 

‘One of  the most interesting 
findings is that emerging markets 
scored very highly for the clarity and 
completeness of  their CG frameworks,’ 
he says. ‘India, Russia, Brazil: does 
it seem counter-intuitive? In fact, on 
closer examination you will see that these 
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flexibility, taking into consideration that different companies 
will face different circumstances. If  companies are subject 
to too many prescriptive requirements, doing business will 
become very difficult for them and a ‘compliance culture’ 
of  doing the bare minimum may result. Too little 
enforcement, on the other hand, may lead to 
companies simply ignoring the guidelines.

‘Why have rules if  they are not mandatory?’ 
asks Low rhetorically. ‘For the same reason we 
have speed limits.’

According to his observations, many 
jurisdictions, Singapore among them, adopt 
a balanced approach whereby they extract the 
most important of  the requirements and make 
these mandatory by adding them to the 
listing rules. Such codified requirements are 
typically those that safeguard stakeholder 
and shareholder interest. The rest of  the 
framework is voluntary, on a ‘comply or 
explain’ basis.

Singapore’s Code of  Corporate 
Governance, for example, contains 
provisions to indicate that the requirements 
are guidelines and principles rather than 
codifications. Some companies, says Low, have 
chosen not to comply with requirements 
such as those related to remuneration, 
and have indicated so in their financial 
statements, which is an acceptable form 
of  non-compliance. 

‘On the other hand, if  a big company 
doesn’t comply with some very basic 
requirements such as internal controls, 
that would be too glaring for stakeholders 
and shareholders to accept,’ he notes.

It is possible, he adds, to determine how 
effective an individual market’s corporate 
governance framework is by examining how the 
framework and its implementation correlate 
to market performance. This particular 
study, however, did not examine 
levels of  compliance with corporate 
governance frameworks or outcomes 
for companies.

The study found that behavioural 
CG requirements such as risk 
governance and stakeholder 
engagement were typically less well 
defined. In comparison, well-known 
structural CG requirements such 
as the remuneration committee and 
director independence were usually well 
set out. Yet these behavioural requirements 
have been identified as critical for improving 
CG adequacy and effectiveness.

Again, the obvious answer might seem to be enhancing 
the CG framework. But in this particular area, Low cautions 
against focusing too much on CG frameworks, simply 
because there is a limit to what a CG framework can do. 

‘There is no silver bullet; no governance framework is 
100% foolproof. The real question is, how can we 

incentivise good behaviour?’ he asks.
One natural check on bad behaviour, he 

suggests, may be companies’ own need to survive 
in the long term. To sustain their operations 
beyond a year, they will need a sound business 

model and corporate governance structure, and 
they will need to adhere to both.

‘Consider what happened to Lehman Brothers,’ 
he says. ‘They had good policies and structures, 

but management decided to override policies, 
such as taking more risks than they could 
absorb or accept, and that was when the 
problem began.’

Unfortunately, he adds, there is not much 
that regulators and policymakers can do to 

pre-empt such behaviour within individual 
companies. ‘Greed, ill intention and motivations 

cannot be governed at a local or national level. 
Such things have to be left to the companies 

themselves to handle,’ he says.

Singapore’s CG performance
As far as CG frameworks are concerned, 
Singapore, says Low, is currently at a 
‘sweet spot’. The ACCA-KPMG study 
found that Singapore leads the Asian 
region in the clarity and completeness 
of  its CG framework, although there are 

still areas requiring improvement; most 
notably in behavioural aspects, such as 

board diversity, performance evaluation and 
stakeholder engagement and communication.

This good performance does come with 
considerations, one issue being the burden 

of  compliance. Singapore’s CG code has 
been reviewed twice so far, in 2003 
and 2012, and companies have raised 
concerns about the latest revision.

‘I am aware that some companies 
feel our framework is quite 
onerous,’ Low says. ‘However, I 
believe that it can be implemented 
in a straightforward way. Since 

our framework is principles-based, 
companies can simply adopt what is 

relevant to them. For now, all we need 
to do is pause, let the market digest 

the framework and let it manifest itself  in 
companies’ behaviour and outcomes.’ »
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At the same time, he adds, changes to the CG framework 
of  any country should be undertaken with an eye to context. 
Historically, major changes in CG frameworks, including 
the OECD principles themselves, have been sparked off  
by various financial crises and corporate or even industry 
collapses. But Low favours a combination of  proactive 
thinking and moderation.

‘We certainly shouldn’t wait for disasters to happen before 
we take action. But we must bear in mind that not all countries 
are at the same rate of  maturity,’ he points out. ‘Revisions are 
normally done incrementally to accommodate the individual 
economy and, if  policymakers are forward thinking, they will 
proactively take lessons from other jurisdictions to up their 
game in terms of  transparency and accountability.’ ■

Mint Kang, journalist

In any case, he adds, Singapore is still in quite a tenable 
position: ‘Compared to some other markets, we have seen 
very few cases of  class action against companies.It may 
be a matter of  culture: our society is not as litigious as, for 
example, the US. And I don’t think we want that level of  
litigiousness – what we want is for people to do the right 
thing because they want to, rather than because the rules 
say they have to do it.’

Leading position
Singapore also stands in a good position to lead the region 
in achieving CG parity, which will be significant in light of  
upcoming regional integration.

‘As we embark on the ASEAN Economic Community 
in 2015, it will be important to have some consistency 
in corporate governance between jurisdictions. In this 
area, I believe that the ASEAN countries should be able 
to achieve parity comparable to the European Union. As 
long as companies are willing to subscribe to a broad set 
of  corporate governance requirements, there should be a 
general understanding across borders,’ says Low.

Singapore’s CG framework performs well in the 
areas of assurance, audit committee and financial 
integrity, disclosures, and risk governance. 
However, like many other markets, Singapore falls 
short on the behavioural aspects. In these areas, 
Singapore may be able to draw examples from the 
best practices of other markets. These include:

Considerations for singapore

* The Stewardship Code, as in the UK 

* Broader definitions of  diversity, as in the UK

* Measurable diversity objectives, as in Australia

* Regular external reviews for larger companies, as in the UK

* Increasing disclosures to stakeholders, as in Malaysia

* Mandating CSR reporting and/or encouraging more 
integrated reporting.

For More InForMaTIon:

You can download the Balancing rules and flexibility 
report at tinyurl.com/kpmg-flexibility
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THE SURVEY
The Global Gender Gap Report 2014 
benchmarks the national gender gaps of  
142 countries according to economic, 
political, education and health criteria. 
This is the ninth edition of  the World 
Economic Forum’s index, which allows time-
series analysis on the changing patterns of  
gender equality around the world. 

You can read the report by going to 
tinyurl.com/GGGR2014

THE NARROWER THE GENDER GAP, THE MORE COMPETITIVE THE ECONOMY
The Global Gender Gap Report tracks the strong correlation between a country’s gender gap and national 
competitiveness – women account for half of a country’s potential talent base, making their education and 
employment crucial to the national skillset. The numbers below refer to countries’ global ranking.

WAITING FOR 2095?
Based on nine years of  survey data, we would have to wait 81 
years for gender workplace parity, as there has been only a small 
improvement in equality for women in the workplace so far.

HEALTH AND EDUCATION STREETS AHEAD OF ECONOMIC PARTICIPATION AND POLITICAL EMPOWERMENT
The gender gap is narrowest in terms of  health and survival. This gap stands at 96% globally, and 35 countries have closed 
the gap entirely. The educational attainment gap is the next narrowest, standing at 94% globally. While the gender gap 
for economic participation and opportunity lags stubbornly behind, the gap for political empowerment, the fourth pillar 
measured, remains wider still, standing at just 21%, although this area has seen the most improvement since 2006. 

HIGH INCOME 
(US$12,616 OR MORE)

1 Iceland
2 Finland
3 Norway

UPPER MIDDLE INCOME 
(US$4,086–$12,615)

18 South Africa
21 Ecuador
22 Bulgaria

LOWER MIDDLE INCOME
(US$1,036–$4,085)

6 Nicaragua
9 Philippines
25 Moldova

LOW INCOME
(US$1,035 OR LESS)

7 Rwanda
17 Burundi

27 Mozambique

EUROPE

1 Iceland
8 Ireland
26 UK

ASIA 
PACIFIC

59 Singapore
87 China

107 Malaysia

LATIN AMERICA  
AND CARIBBEAN

21 Ecuador
31 Argentina
33 Barbados

MIDDLE EAST 
AND AFRICA

65 Israel
113 Kuwait 
115 UAE

SUB-SAHARAN 
AFRICA

17 Burundi
18 South Africa
27 Mozambique

THE GLOBAL TOP FIVE
1 Iceland
2 Finland
3 Norway
4 Sweden
5 Denmark
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EYE TO THE FUTURE
Integrated thinking and fi ghting fraud were top of the agenda at the ‘Olympics of the 
accountancy profession’ in Rome. We report from the World Congress of Accountants

E
very four years, accountants gather for the World 
Congress of Accountants, often dubbed the 
‘Olympics of the accountancy profession’. This time 
the host city was Rome, to which 4,000 delegates 

journeyed from around 140 countries to discuss the big 
issues facing the profession.

Just 250km north lies the town of  Sansepolcro, where in 
1494 Franciscan friar Luca Pacioli published the first ever 
book on double-entry bookkeeping, earning him a place in 
history as ‘the father of  modern accounting’.

The Congress opened on 10 November, exactly 520 years 
after Pacioli published his influential tome, adding historical 
resonance to its theme ‘Learning from the past: building 
the future’. And the future, according to the Congress’s final 
flagship debate, is all about integrated thinking. 

It was a topic that made its entrance in 2010 at the 
last World Congress in Malaysia – the same year as the 
International Integrated Reporting Council (IIRC) was 
formed. There, as accountants grappled with the difficult new 
realities posed by the financial crisis, its chief  executive Paul 
Druckman stood up to explain what the then little-known 
concept of  integrated reporting might mean in practice.

WHAT’S ON THE MIND OF 
GLOBAL ACCOUNTANTS?
Watch our World Congress video to hear the views of 
leading accountants from around the world on the big 
issues and challenges facing the profession. 
Visit www.accaglobal.com/ab139

Japheth Katto FCCA 
on fighting fraud

Warren Allen talks of the ‘wonderful opportunity’ 

integrated reporting represents for the profession
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Since then it has moved centre-stage, earning top 
billing at the 2014 Congress, which was organised by the 
International Federation of  Accountants (IFAC) working with 
Italian accountancy body CNDCEC. Four years on, Druckman 
found himself  chairing a much better informed debate.

‘Integrated reporting is one of  the most wonderful 
opportunities this profession has seen in many decades,’ 
outgoing IFAC president Warren Allen told delegates. He 
warned that if  the accountancy profession did not grab this 
opportunity, ‘there are plenty of  others standing in the wings 
and they will eat our lunch’.

Allen described the growth of  integrated reporting as 
‘bottom up’, driven by CFOs and accountancy firms. The 
CEO of  South Africa’s mining giant Gold Fields and CFOs of  
energy giant EnBW in Germany and Itau Unibanco in Brazil, 
representing corporate giants from different continents, 
joined him on stage to enthusiastically endorse integrated 
reporting and the benefits it had brought to their companies.

But, in fact, they gave greater emphasis to its conceptual 
sibling, ‘integrated thinking’, fast becoming the buzz-phrase 
of  corporate finance functions and management.

An integrated report aims to concisely describe how 
an organisation’s strategy, governance, performance and 
prospects, in the context of  its external environment, lead to 
the creation of  value in the short, medium and long term.

Integrated thinking is less well defined, but broadly 
refers to bringing about this value creation in corporate 
management action and decision-making. Companies, said 
the speakers, have had to rethink their approach to their 
strategy and management as society’s expectations of  
them have changed, and intangibles such as relationships, 
reputation and intellectual capital have come to make up an 
increasing proportion of  their value.

Thomas Kusterer of  EnBW said that social and 
ecological issues were becoming much more important to 
the economic success of  companies and the concept of  
integrated thinking was a logical way to deal with them.

Nick Holland of  Gold Fields described how increasing 
community activism across the world was killing off  
many potential mining projects at the planning phase. 
‘Soft’ issues, such as communities, governments, trade 
unions and environmental concerns, had come to dominate 
its risk register. Investors had taken fright and were 
abandoning the sector.

A new approach was needed if  the company was going 
to survive, he said, which involves working more closely with 
communities and governments to persuade them of  the 
benefits of  the projects.

He added that this kind of  integrated thinking, 
communicated by integrated reporting painting an accurate 
picture of  the company’s total value creation, had led to 
investors being attracted back into the business.

Other speakers highlighted the need for accountants to 
work with specialists in different areas to produce integrated 
reports, yet retain leadership. They also talked about » 

AFRICAN ACCOUNTANTS 
IN THE SPOTLIGHT
Incoming IFAC president Olivia Kirtley championed 
the capacity-building work of the global accountancy 
profession, particularly for the benefit of emerging 
economies and their populations.

She told delegates of  the Memorandum of  
Understanding to Strengthen Accountancy and 
Improve Collaboration (Mosaic) that IFAC has signed 
with key groups in the international donor community.

‘Out of  this agreement we have launched the 
Mosaic website, which will provide a “marketplace” to 
match the developmental needs identified by national 
professional accountancy organisations with the 
funding interests of  potential donors,’ she said. (Read 
more in our interview on page 40.)

IFAC also underlined the importance of  building 
capacity in accountancy skills by awarding this 
Congress’s Sempier Award – recognising outstanding 
contributions to the accountancy profession – to ACCA 
member Ndung’u Gathinji of  Kenya.

‘Gathinji’s pioneering efforts to launch the Pan 
African Federation of  Accountants, Institute of  
Certified Public Accountants of  Kenya, and the former 
Eastern, Central and Southern African Federation 
of  Accountants have ensured that the value of  the 
profession has been understood and embraced 
in Africa in a way that would have been otherwise 
impossible,’ she said.

In a compelling acceptance speech, Gathinji 
charted his career from boyhood in colonial Kenya, 
his training in the UK and rapid return to Africa, and 
the subsequent decades spent developing both his 
own career and the accountancy profession, including 
the IFAC committees he served on that worked to 
increase focus on the need to support the profession 
in emerging economies. He thanked many, including 
ACCA, naming a number of  key staff, such as chief  
executive Helen Brand, for the support he had received.

‘Africa is on the rise. If  you need convincing, just 
look around the hall,’ he said.

Ndung’u Gathinji FCCA 

receives Sempier Award
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the need for it to be included in professional training (it is 
already part of  the ACCA Qualification syllabus) and the 
need for increased assurance.

Fighting fraud
Integrated reporting was only one of  a huge number of  
issues covered at the Congress. The most oversubscribed 
session was on fighting fraud and corruption, chaired by 
ACCA Council member Japheth Katto FCCA, a consultant 
and former CEO of  the Capital Markets Authority of  Uganda.

Corruption, he said, is among the greatest obstacles to 
economic and social development and is especially severe 
on the poor. ‘Professional accountants are well placed to 
lead the fight against fraud and corruption because of  their 
extensive training and strong perspective on ethics,’ he 
said. ‘They are required to show integrity, which could be 
summarised as doing the right thing when no one is looking.

‘They are also required to be objective, not allowing bias, 
conflict of  interest or undue influence of  others to override 
professional or business judgments.’

Katto, like many delegates, recognised that the realities 
of  this can be extremely challenging for accountants in 
some countries and organisations.

One of  his panellists, Caroline Gardner, auditor general 
of  Scotland, contrasted her own situation when raising 
issues of  corruption and fraud – she is constitutionally 
protected – to accountants in other places for whom doing 
so risked putting themselves and their families in danger. 
This resonated with many delegates and was the theme  
of  a number of  questions – a typical one being: ‘At what 
point do you decide to lose your job in the interests of   
the wider community?’

Gardner said that an International Ethics Standards 
Board for Accountants (IESBA) taskforce, of  which she is 
chair, is working on a new code on how accountants should 
respond when they encounter a suspected illegal act. 
The project had been challenging, she said, reflecting the 
complexity of  the dilemmas that accountants face every day.

Dr Yugui Chen, vice president and secretary general 
of  the Chinese Institute of  Certified Public Accountants, 
highlighted one of  these dilemmas – the balance between 
the principle of  client confidentiality and the public interest. 
Jim Osayande Obazee, executive secretary of  Nigeria’s 
Financial Reporting Council, emphasised the need for 
factors such as solid legal foundations, freedom of  the press 
and good corporate governance to be in place if  accountants 
were to be effective in exposing fraud and corruption.

Bringing transparency to the public sector was 
another big theme of  the Congress. Pamela Monroe Ellis 
FCCA, auditor general of  Jamaica, chaired a session on 
accounting for not-for-profit organisations, while former 
IFAC chief  executive Ian Ball called for accrual accounting 
in government, now increasingly being put into action, to be 
extended to budgeting as well.

Smaller businesses and practices were not neglected. 

Corporate governanCe
Corporate governance featured prominently at a 
tandem event, the World Congress of Accounting 
Educators and Researchers (WCAER).

A new ACCA/KPMG report, Balancing rules and 
flexibility, underpinned a discussion featuring a keynote 
address of  Irving Low, head of  risk consulting at KPMG, 
and chaired by ACCA’s director of  policy Ewan Willars. 
The other panellists were: Vincent Tophoff, senior 
technical manager of  IFAC’s Professional Accountants 
in Business Committee; Black Sun’s director of  
research and strategy Sallie Pilot; and Sue Milton, 
owner of  SSM Governance Associates. For more, see 
our Irving Low interview (see Contents page).

The initial findings of  three research projects on 
integrated reporting were presented. The research is 
part of  a project backed by ACCA, the International 
Association for Accounting Education and Research 
(IAAER) and the IIRC. WCAER was held by the IAAER 
and the University of  Florence.

Yahoo CFo: ‘Work all hours’
Yahoo CFO Ken Goldman caused a stir when  
asked for his tips for career success. ‘Be the first  
to get in and the last to leave,’ he recommended. 

This followed earlier comments in which he had 
defended Yahoo’s headline-making decision last 
year to ban home-working on the grounds that 
in-office collaboration is important. A regular ‘all-
hands’ meeting at 4.30pm on Fridays underlined the 
company’s stance, he said.

But he didn’t get any backing from his fellow CFOs. 
Shell’s Simon Henry expressed disagreement with 
the approach, pointing out that what the boss does 
other people do too: ‘I try not be to be visible outside 
normal working hours,’ he said.
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Former ACCA president Mark Gold, chairman of  the 
small and medium-sized practice (SMP) committee of  
the Federation of  European Accountants and a partner 
with London firm Silver Levene, chaired a session on the 
internationalisation of  SMPs.

The international activity of  small and medium-sized 
enterprises (SMEs), he argued, is substantial but much 
underestimated, providing a huge opportunity for the SMPs 
that advise them. And the practitioner’s skillset is more 
transferrable than many think.

‘The most ambitious practitioners can ride on the coat-
tails of  successful clients to explore new markets, create 
partnerships abroad and expand their practices. In many 
parts of  the world, especially South-East Asia, this practice 
is actively encouraged by policymakers,’ he said.

Other SMP issues discussed included digitisation and 
technology, and the move from hourly billing to value billing. 
The pros and cons of  specialisation were also debated.

Audit thresholds
The Congress also looked at the impact on SMPs of  rising 
audit thresholds in many parts of  the world – the subject 
of  a session chaired by ACCA’s external affairs director  
Sue Almond. ‘Regulators are raising audit thresholds and 
exempting many SMEs from audit requirements. As a 
result, there is a growing demand for other services, such 
as reviews, to provide both the SME owner and financial 
statement users with some assurance on the reported 
numbers,’ she said.

Her panellists shared experiences on the impact of  rising 
audit thresholds, revealing varied experiences. For some it 
had led to a reduction in work for SMPs. But Stuart Black, 
who recently retired from Chapman Eastway, a practice in 
Australia, and was made a Member of  the Order of  Australia 
in 2012 for his services to the accountancy profession, said 
the impact on practice profitability had been limited. This 
is because most companies still chose to prepare financial 
statements, even if  they weren’t audited, and also enabled 
accountants to offer value-added services where they were 
previously barred from doing so by independence rules.

Financial reporting was also debated, with International 
Accounting Standards Board chairman Hans Hoogervorst 
taking to the stage in a debate on convergence, which 
inevitably focused on the US’s refusal to adopt International 
Financial Reporting Standards (IFRS).

This issue was picked up by the director general of  the 
Italian Treasury, Vincenzo La Via. ‘We have to acknowledge 
that the progress on international convergence in accounting 
standards has fallen short of  original targets, primarily due 
to the still relatively significant distance existing between 
the GAAPs adopted in the United States and IFRS,’ he told 
delegates. However, he was careful to add that the standards 
themselves were of  high quality. ■

Chris Quick, ACCA’s head of publishing

For more inFormAtion:

Read our interview with IFAC’s Olivia Kirtley on next page

Read our interview with KPMG’s Irving Low (see Contents)

IFAC’s Vincent Tophoff  discusses the principles of  
corporate governance at www.accaglobal.com/ab135

the cfo data challenge

the explosion in the volume of data in an increasingly 
digitised world has many advantages, but its sheer 
volume raises big challenges, said CFos.

The key to dealing with this ‘fog of  data’, advised  
British Telecom CFO Tony Chanmugan, is to fine-tune 
what you need. ‘What is the problem you are trying 
to solve? You have to understand the data and use it 
forensically,’ he said. 

On the issue of  diversity, Shell CFO Simon Henry 
said while it was important, it was useless without 
inclusivity. Good-quality people and using them 
properly was the key to differentiating yourself  from 
competitors, he said. 

A session on ‘Digital Darwinism’, chaired by ACCA 
head of  futures Faye Chua, looked even further into 
the future. Ashton Dallsingh FCCA, CFO of  Europe, 
Middle East, Africa and Russia for Cisco Systems, 
highlighted the number of  companies whose business 
models had been destroyed by the rise of  digital. 
He warned CFOs that if  digitisation brought about 
changes in their ‘corporate ecoystem’ and they didn’t 
respond, then they faced extinction too.

Nina Tan FCCA, CFO of  Trax Technology Solutions 
in Singapore, continued the theme. As change 
managers, CFOs needed to be ‘storyboarders’, she 
said. She emphasised that while understanding data 
was critical, CFOs also needed to understand bias, 
sentiment and emotions, and their impact.

She suggested ambitious finance professionals 
might in the future increasingly use neuroscience 
training as a way of  enhancing their own performance, 
and to get an edge over the competition.

Nina Tan FCCA addresses the 

issue of understanding data
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CORE
TRUTHS
New IFAC president Olivia Kirtley reveals 
her take on the accountancy profession 
and its challenges globally

Thanks to IFAC’s work, Rwanda now has 285 qualified 
accountants, supported by a growing national accountancy 
body. Kirtley describes it as a great capacity-building 
success story. She hopes the work will continue, with 
IFAC’s new Memorandum of  Understanding to Strengthen 
Accountancy and Improve Collaboration (Mosaic) website 
helping improve cooperation and collaboration between 
IFAC, international donors and the development community. 

Building relationships
Cooperation and collaboration are the touchstones of  Kirtley’s 
own career success. Sharing and building professional 
networks outside the formal workplace has helped take 
her to the presidency of  IFAC – a two-year position. And 
she acknowledges ACCA as ‘one of  the largest and most 
important partners in IFAC and a huge supporter’. In her 

O
livia Kirtley, the newly elected president of the 
International Federation of Accountants (IFAC), 
believes that, to develop and prosper, every country 
needs the core skills of professional accountants. 

Take the war-torn central African state of  Rwanda. 
According to a World Bank estimate, in 2008 the country 
possessed just 45 qualified accountants and no professional 
organisation to support them. Such scarcity makes it nigh-
on impossible to access funding from donors and others to 
finance national reconstruction.

‘Those core accountancy skills are needed to build 
transparency and accountability for strong, sustainable 
government, companies and societies in general,’ 
says Kirtley. ‘Accountants have ethical standards and 
competencies, they ask the right questions and they know 
how to put the information together.’ 
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Olivia Kirtley brings a breadth 
of experience to the role of IFAC 

president. The only gap in the CV 
is that she hasn’t been a regulator, 

although she has met plenty in her 
time. A business consultant, she is also 

a non-executive director of three public 
companies: US Bancorp, Papa John’s 
International and Rescare. 

She was previously vice president of  
finance and CFO of  a global manufacturer 
and a joint venture of  Emerson Electric and 
Robert Bosch. She spent the first decade 
of  her career with Ernst & Ernst/Ernst & 
Whinney (now EY) in both audit and tax.

We are all doing great work but we’re 
not aware of  what others are doing. 
IFAC is there to spearhead initiatives 
where the member bodies think that 
we can be uniquely effective in terms 
of  reach or relationship.’

The three Ps
As a former CFO she identifies three challenges for today’s 
finance heads: people, process and pace of  change. In terms 
of  people, she cites internal audit – does it have the right 
people with the right skills for areas such as cybersecurity? 

Likewise with processes, companies must get to grips with 
issues such as big data. ‘As the finance function you can’t keep 
producing the same reports and be effective; you have got to 
go out and ask people what they need to do the job better.’ 

And then there is the pace of  change. Kirtley asks 
whether accountants are moving fast enough to provide the 
reporting information that investors really want.

She says the key lessons of  the past crisis are not to 
allow controls imposed for a good reason to be overridden; 
to be sceptical and not too trusting; to keep digging until 
you get satisfactory answers; to avoid group-think and not 
be afraid to ask questions even if  no one else seems to 
think they are worth asking. ‘Our duty as management and 
auditors is not to take things at face value,’ she says. 

With that sort of  outlook – and her confession that she 
loves finding solutions to challenging problems – IFAC looks 
set to take an ever greater role in the global leadership of  
the profession. ■

Peter Williams, accountant and journalist

recent speech to the International Assembly she noted ACCA’s 
large student membership and said ACCA often identified 
talent in locations around the world where IFAC itself  has 
trouble finding representation. Looking ahead, she is seeking 
to build stronger understanding and relationships between 
the accountancy profession and interest groups such as 
legislators, regulators, investors and the business community. 

Describing how she entered the profession 40 years ago, 
‘a simple girl from a farming community’ in the US, she 
was looking for a job to fund her husband through medical 
school. She got her break in what was then overwhelmingly 
a man’s profession when a senior partner hired her on the 
spot – without consulting his partners – after she drove 
100 miles for an interview two days before her wedding. ‘It 
only takes one person to make a difference,’ she says, and 
believes that we all have to show ourselves worthy of  the 
trust that others place in us.

Global representation
One of  IFAC’s key tasks is to represent the profession 
globally. Kirtley says: ‘We do advocate on behalf  of  the 
profession where we see it is serving the public interest: 
we have to tell the public what we do and how we make a 
difference and why we are important to society in general.’ 
She says the profession does not always appreciate the 
views of  regulators because it is too busy defending its 
position and that of  its clients, but even-handedly points 
out: ‘Regulators don’t listen because they think they already 
have the solution or at least a political sound bite. Through 
building relationships you build trust and when it comes to 
the next inflection point or crisis, there is a greater chance 
both sides will reach out and talk.’ 

While acknowledging the importance of  improving 
standards, she is clear that the process should be evidence-
based. One of  the problems that she perceives is regulatory 
fragmentation at a regional and global level. She points 
to the European Union setting out a broad framework of  
mandatory audit firm rotation but then leaving individual 
countries to implement it, with the result that each EU 
country ends up having its own rules. Kirtley adds that she 
has heard of  whole audit teams moving from one firm to 
another to comply with the rules on rotation of  firms. ‘It 
sounds good in theory until you start working through the 
detail,’ she says.

She reiterates that IFAC is a member body whose purpose 
is to serve its members. Power comes, she says, from 
leveraging what each member body does well and the work 
they have already done. ‘There is a tendency to be insular. 

cv
▌▌▌‘we have to tell the public what we 
do and how we make a difference and why 
we are important to society in general’

FOR mORe InFORmATIOn:

See our interview with Olivia Kirtley at the World 
Congress at www.accaglobal.com/ab140
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DIVERSITY DRIVE IS A  JOB FOR FINANCE
Diversity is a finance issue – one that requires all the analytical, governance and 
management skills the finance function has to offer

Role of  finance

▌▌▌‘DIVERSITY NEEDS TO BE PART 
OF HOW BUSINESS IS RUN. FINANCE 
CAN HELP WITH MAINSTREAMING IT’

42 INSIGHT | DIVERSITY

ACCOUNTING AND BUSINESS



FINANCE FUNCTION ACTION
Finance functions can play a leading role in 
creating, implementing and managing diversity 
policies, as follows:

* Approach HR and diversity colleagues to propose 
working together in order to assess diversity 
within the organisation and its interaction with 
management strategy.

* With HR, identify the best measures for analysing 
diversity impacts – financial measures and softer 
metrics such as employee or customer satisfaction.

* Assess the quality and extent of  current diversity 
data and whether this needs to be improved.

* Consider including shareholder value, wider 
stakeholder value, regulatory costs and the global 
value chain in the scope of  the business case.

* Consider the financial impact of  lost business, as 
well as the potential for increased turnover and 
profit from improved customer understanding. 

* Tailor the business case and its presentation for 
specific audiences, whether HR, line managers or 
C-level executives.

* Establish governance around diversity actions 
– for example, by including diversity KPIs in 
management reporting packs.

* Examine the standard methodologies and reporting 
practices used by finance to ensure these are not 
acting as a blocker to diversity initiatives.

DIVERSITY DRIVE IS A  JOB FOR FINANCE

Governance and methodology

What’s next?

■

FOR MORE INFORMATION:

Towards better diversity management is at  
www.accaglobal.com/ab134
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FOR MORE INFORMATION:

www.talentspace.co.uk

@robyeung

TALENT DOCTOR: DEVELOPMENT 
I started running new leadership development 
programmes at three different organisations within the 
span of a few weeks: a retailer, an accountancy firm 
and a growing online business. In each first workshop 
together, I asked the same question: ‘To what extent do 
you believe that leaders are born versus made?’

Research studies suggest that leaders are probably 
both born and made – leadership emerges both due to 
nature (genes) and nurture (upbringing and opportunity). 
But your personal answer to the question is important 
because it may either hinder or help you (and those 
around you) to develop further and succeed.

Some people have what I call a gifts mindset. During 
one leadership workshop, a sales manager repeatedly 
expressed his frustrations about the calibre of  his 
team. In describing them, he used phrases like: ‘He just 
doesn’t have what it takes’ and ‘She isn’t a natural public 
speaker.’ He believed that people had certain innate 
talents and fixed gifts – or not.

The thing is: having the gifts mindset is essentially 
having low expectations for people – not only people 
around you but potentially even yourself. Believing that 
other people are inherently a particular way and can’t 
change means that you probably won’t coach, challenge 
and support them. Believing that you can’t change – that 
you have naturally unalterable weaknesses as well as 
strengths – implies that you should stick to what feels 
comfortable and safe rather than pushing yourself  to 
develop in new ways.

In contrast, it’s possible to adopt a growth mindset – 
to assume that most people can learn, grow and develop 
no matter how strong or poor they might be to start with. 
So the good can become great and the weak can become 
competent. Importantly, experiments by researchers 
such as Stanford University professor Carol Dweck tell 
us that individuals with the growth mindset achieve 
significantly better results; managers with the growth 
mindset are better coaches too.

To foster the growth mindset in others, ask them: ‘Can 
you think of  a skill you once weren’t very good at but now 
perform better?’ If  you’re a leader, encourage the people 
in your team to reflect on how they learnt in the past and 
what tactics or strategies helped them to improve. And do 
the same for yourself  too: remind yourself  of  skills you 
developed and how you went about it. The point is to apply 
lessons from your previous learning to current and future 
attempts to hone your skills, abilities and knowledge.

You may occasionally encounter somebody that 
genuinely can’t change. But often your mindset may be 

more of  a barrier to improvement than people’s actual 
talents. When coaching others, ask ‘How can you get 
better at this?’ rather than ‘Why can’t you get better 
at this?’ And when thinking about your own skills and 
talents, avoid telling yourself  ‘This is as good as I’m 
going to get’ and think of  yourself  as forever being a 
work in progress.

Believe in growth and you grow. Believe in fixed, 
limited gifts and you may trap yourself  into staying 
exactly how you are. ■

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
Talent doctor Rob Yeung explains why it’s important to believe in people’s capacity for 
growth. Plus, how to build a good LinkedIn presence, and what’s acceptable in meetings
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THE PERFECT: LINKEDIN PRESENCE

ACCA London Women’s Network panel member and 
associate director at SS&C GlobeOp, a provider of 
cloud-based fund administration services to the 
investment sector, Gillespie says that gaining her 
professional qualifications – ACCA, Investment 
Operations Certificate and BSc Hons – has been among 
her greatest highlights, all achieved while working full 
time, and being a mother to two young children. 

Her philosophy is very clear: ‘My career works for me, 
as I cannot do something that I do not enjoy, despite 
the financial reward. At school, I was advised to pick my 
A-levels based on what I enjoyed the most, not a route to 
my career. This is exactly the same principle I have tried 
to use when making career decisions or studying towards 
a qualification and why I feel that I have taken on projects 
that have been successful.’

Her tips on work-life balance

* Try to keep good habits. Give 
yourself  time-bound limits and stick 
to them. If  you find yourself  regularly 
working late, look at why, and whether 
that time has been productive. Do you 
really need to be there?  

* Be realistic. You cannot achieve 
everything all of  the time. Therefore 
be realistic with your time, both at 
work and outside. Don’t cram in too 
many events outside work when you 

have important deadlines looming. 

* Ensure that you set goals outside work and keep them. 
This may be going to the gym several times a week, 
regularly meeting friends or family.

meetings to be punctuated 
with the tap and click of  
BlackBerries, or people 
ducking out to take ‘urgent’ 
calls. The survey, conducted 
by OfficeTeam, a Robert Half  
company, found that 41% 
believe it’s only acceptable 
to read messages during a 
meeting if  they’re urgent, 
while 25% say that mobiles 
shouldn’t be brought into 
meetings at all.

MEETING ETIQUETTE
According to a survey of  
some 200 HR directors 
in the UK, only one in 10 
believe it’s acceptable for 
attendees to email during 
meetings. In a business 
culture that demands 
employees display keen 
multitasking capabilities 
to keep pace with digital 
communication, it has 
become all too common for 

ASIA CALLING
The quantity of  accounting 
and finance jobs being 
advertised across Asia 
rose 24% year-on-year in 
the third quarter of  2014, 
according to Robert Walters. 
The countries driving this 
growth were Hong Kong 
(37%), Malaysia (58%) and 
Singapore (56%). Their 
success was attributed to 
factors such as overseas 

opportunities, emerging 
economies and recovery, 
multinationals setting up 
service hubs and offshoring 
in the region, and shifting 
regulatory dynamics. ■

This page is compiled and 
edited by Neil Johnson

FOR MORE INFORMATION:

www.accacareers.com

THE BIG BREAK: VICTORIA GILLESPIE FCCA

LinkedIn is a pre-teen, it’s not even had a first kiss, 
yet in the second quarter of 2014 it saw a year-on-year 
revenue growth spurt of 47% to US$534m. 

Not only that, but it demands your time and 
attention, because as a professional today, whether 

you’re actively looking for a job or 
not, you need to have a LinkedIn 

profile. After all: ‘There’s no such thing as a job for life 
anymore, a job should be viewed as temporary,’ says 
Heather Townsend, author of  The FT Guide To Business 
Networking. ‘Over the past decade there’s been a 
fundamental shift in how recruitment is done,’ explains 
Townsend, ‘recruiters are now using LinkedIn as a key 
candidate search database.’ And if  you’re looking to 
network and promote yourself  or your company on 
LinkedIn, then make sure your personal and corporate 
profiles are present and in good shape, for according to 
Hinge Research, nearly 50% of  potential clients will look 
at company and employee profiles when engaging with 

you. But what makes a good profile? Townsend says: 
‘Brand yourself  up! A LinkedIn profile isn’t about 
your career now, think in a five-year timespan. 
Break your career into milestones and show that 
you have the attributes to succeed in your desired 
next step.’ Then, be active: recommend people, 
make new (strategic) contacts, like other people’s 
posts and start (relevant) conversations.
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of  health clubs and wanted 
a brand and competitive 
strategy that was quite 
different from others in the 
market, so he had climbing 
walls, a women-only area, 
and more of  a night club-
type ambiance for the really 
vigorous exercisers. 

The chain  grew quickly, 
mainly in the South East.  
Levels of  performance 

varied, with clubs such as 
London Bridge being stars, 
and some others, such as 
Bristol, having low profits. 
He successfully floated the 
business for £28m in 2000 
on the AIM market, but 
after a short while, one of  
the investing institutions 
changed its investment 
strategy and dumped its 

Fitness4Less CEO Matthew 
Harris entered the health 
club market as a young man 
in 1997. He had a burning 
desire to help people to get 
fit while also having fun. 

We first met through his 
company’s auditors – I was 
running a programme for 
them called ‘Developing 
Growth Advisers’, and 
he kindly offered to be a 

guinea pig for me to develop 
a case study so that the 
auditors could come up with 
interesting growth strategy 
options. He role-played not 
only for this programme 
but also for me as a visiting 
speaker when I was teaching 
at Cranfield.

At this time, he was 
rapidly developing a chain 

shares, damaging the 
share price. The group also 
had significant debts, and 
central costs had grown 
faster than revenues and 
margins, putting some 
financial strain on the group.

In 2002 we ran some 
workshops with the board to 
see what deeper economies 
we could make in central 
costs, and a process of  

selective disposals was 
started. As a result of  
external financial pressure, 
there was a major group 
reconstruction, which left 
him with half  a dozen clubs 
of  mixed profitability. 

Central costs then 
dropped to be unimaginably 
lower than the previous 
structure, and he had now 

started to understand just 
how to execute a ‘cost 
leadership’ strategy (where 
you aim to have the lowest 
costs in the game, and 
therefore lower prices, but 
adequate quality). 

Getting into shape
By 2007 the clubs were in 
much better financial shape, 
with half  the original number 
of  clubs, but otherwise there 
wasn’t much growth. Then 
something big occurred – 
through strategic thinking.

By this time Harris and 
I were friends, and I had 
also joined his board as 
a non-executive director. 
He said he was wondering 
what to do with the Bristol 
club, as it really struggled 
to make money – maybe he 
should sell it? I replied with 
something like: ‘You may well 
be right: but in some ways it 
feels like giving up. You are a 
very competent operator, so 
what makes you think that 
there is anyone who could 
actually turn Bristol around 
if  you can’t? You would have 
to find someone who was 
gullible or deluded to take it 
off  your hands and pay you 
for it. I don’t think that you 
have exhausted the options 
for turning it around yet.’

Harris took this on board 
and suggested that we use 
the ‘strategic option grid’ 
(see earlier articles) to 
generate and evaluate the 
options. I also suggested 
that we did some mindset 
dumping and imagine what 
an alien might do to produce 
a better model with more 
natural customer appeal and 
greater value generation.

In the next half  hour 
or so, we came up with 

Fit for purpose
In a new series on competitive advantage, Tony Grundy charts 
the transformation of an ailing gym chain into a distinctive brand
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the basic elements of  a 
newer and leaner business 
model. We sketched out our 
evaluation on a serviette, 
using the option grid.

The core ingredients of  
that model were:

* having no sales force (a 
big cost driver was the 
high costs of  customer 
acquisition) but setting 
the price point at a mere 
£15 a month (at a time 
when the price of  an 
average club was around 
three times that), making 
a sales force irrelevant – 
word of  mouth would do

* driving all bookings and 
sign-ups online

*  finding economies in 
sourcing equipment

*  negotiating down rentals, 
as we said the low-cost 
mantra had to reach every 
part of  the club

* outsourcing some areas 
of  administration

*  removing the constant, 
wasteful presence of  
staff  on the gym floor, 
supposedly there to 
stop people doing things 
against the rule-book

*  maintaining ‘friendliness’ 
by not skimping on 
reception staff  

*  positioning the brand as 
Fitness for Less.

While not exactly an EasyJet 
strategy, the thought process 
behind it was very similar.

The results were 
impressive: within six 
months, Fitness for Less 
had migrated to a highly 
cash-positive business 
model. This gained further 
momentum as time went 
on. While the club was a 
lot busier, many of  the 
members were not such 
intensive users: as it was 

cheaper to join, the average 
frequency of  visits was quite 
a lot lower than in the past.

Over that period I 
joined the board too, 
and encouraged further 
development of  the model 
to keep the clubs ahead, 
as I was acutely aware that 
it was going to be hard to 
defend against imitation.  
For example, a cheap 
lookalike club was set up 
close to a Fitness for Less 
branch in Birmingham. The 
price: only £10 a month (so 
cheap that we wondered 
whether they would have 
to hire a security guard to 
make sure everyone had left 

in the evening, as it would 
work out at 35p a night to 
sleep there).

There were some 
interesting strategic 
choices, such as finding new 
locations and developing a 
franchise model. We tried 
at all times to keep in our 
sights the need to come up 
with a cunning plan.

Interestingly, on one 
occasion when we all met 
in Bristol, I did some 
benchmarking of  some 
competing clubs by asking 
about membership, and 
found them to be not 
obviously better, despite 
being much more expensive. 
They were, in the words of  
Professor Michael Porter of  
Harvard Business School, 
‘good competitors’, as 
they hung on for prices 
that made Fitness for Less 
unbelievable value. 

When I walked round 
our own club, I found the 
reception helpful and 
friendly. Indeed, Harris 
and the management 
team maintained a level of  

▌▌▌the results were impressive: within six 
months Fitness For less had migrated to a 
highly cash-positive business model

friendliness that surpassed 
that of  competitors. 

On a roll
He continued to develop the 
business by:

* doing more franchise 
business

* converting his original 
core business to 
the business model 
and rebranding as 
Fitness4Less

*  cutting costs further 
and achieving greater 
economies of  scale

*  improving cashflow, 
EBITDA (earnings 
before interest, taxes, 
depreciation and 

amortisation) and 
reducing gearing

*  disposing of  all 
underperforming clubs.

No doubt progress was 
helped through the impact 
of  the recession. Even 
though this effect has now 
worn off, it created in the 
minds of  most customers 
the thought that they can 
and should get value for 
money from their gym.

Looking ahead
Of  course, the external 
environment hasn’t stayed 
still and, as we all expected, 
imitators have emerged. 
Indeed this sector is now a 
substantial part of  the UK 
fitness market – accounting 
for perhaps around 15% of  
it. So this raises questions 
about future growth drivers. 
For instance, will we see 

add-on extras that members 
are willing to pay for, as 
seen in the budget airline 
market – maybe offering 
the potential to adjust 
positionings within this 
strategic group? Or even a 
super-budget model, where 
you can only go to the health 
club on one fixed day of  the 
week? Maybe this suggests 
another round of  mindset 
dumping, future storytelling 
or both.

Learn the hard way
So why does this matter 
to Harris? Well, he should 
perhaps be more concerned 
about economic value than 
short-term accounting 
profit. Two key value drivers 
are important here: sales 
growth rate and operating 
profit margin. 

The value of  his business 
will be driven not so much 
by some crude multiple of  
EBITDA but by the potential 
for sales growth rate (more 
sector growth, capturing 
greater sector share) and by 
strategies that also increase 
margin – set against a 
scenario of  future demand, 
future competitive structure 
and Fitness4Less’s future 
competitive edge. Otherwise 
the resulting value of  the 
business will truly be based 
on the wrong kind of  NPV 
(the ‘numbers prevent 
vision’ kind). 

One of  the biggest 
lessons from Fitness4Less 
is the need to learn from 
experience – however painful 
– and to be prepared to 
think totally differently. ■

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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is it common to under-invest 
in AP technology? This 
could be because the AP 
team is not researching the 
technologies, or because 
they are failing to explain 
the benefits to the CFO or 
executive team.

But there is technology 
suitable for SMEs and 
large enterprises that will 
make them paperless. Here 
are some steps towards a 
paperless AP function. 

*	Electronic ordering 
system Buy an electronic 
ordering system 
(procurement system) 
that automatically links 
with the AP system so 
that orders are completed 
and invoices matched 
electronically.

*	Scanning Introduce 
scanning so that invoices 
can be sent by email for 
approval. Never trust the 
budget holder with the 
original invoice. 

*	Electronic supplier feeds 
Liaise with all major 
suppliers to organise 
electronic feeds of  the 
invoices, which should 
include the general ledger 
account codes – this 
requires your IT team to 
liaise with your suppliers.

*	Upload remittances onto 
your website Upload 
remittances onto a secure 
area of  your website 
so that suppliers can 
download them. This 
removes the need to 
email remittances, which 
may go undelivered.

*	Web-based expense 
claims Acquire an 
integrated, web-based 
expense claim system so 
staff  can complete their 
expenses remotely.

The accounts payable 
team is one of the most 
important in the accounting 
function. However, many AP 
teams are stuck in the dark 
ages, which means:

* monthly accounts cannot 
be prepared promptly, 
as AP is buried under 
a tsunami of  invoices

* budget holders are 
unnecessarily tied up 
in authorising and 
approving all transactions 
– no matter how small

* suppliers are forever 
on the phone querying 
payments

* the management 
accountants’ analysis 
is undermined.

Adding value 
Implementing better 
practices means that the 
AP workload is moved away 
from low-value processing 
activities into more value-
added areas (see diagram, 
right). This will also 
increase the AP team’s 
job satisfaction and be 
welcomed by budget holders.

Paperless operation
Why do we go from an 
electronic transaction in 
the supplier’s accounting 
systems to an old-school 
paper-based invoice? Surely 
we should be able to receive 
this electronically, in  
AP-friendly format, from all 
our major suppliers? 

There have been major 
advances in technology 
for AP teams. The return 
on investment of  this 
technology is arguably 
greater than any other 
equivalent investment in 
other service departments 
within a business. Why then 

*	Purchase card Give all 
budget holders purchase 
cards to use for all small-
value items. It will save 
many hours of  processing 
time by budget holders 
and the AP team. More on 
this in the next article.

*	Eliminate all cheques 
Join the 21st century and 
ban the cheque book.

*	Give key suppliers online 
access Allow your key 
suppliers online read-only 
access to their account 
so they can reconcile 
their ledger. ■

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

1 Accounts payable team to regularly visit  
www.theaccountspayablenetwork.com website.

2 Read some of  the white papers produced by 
PayStream Advisors.

3 Contact your AP application provider to ask for 
their three most advanced users in your country, 
then visit them.

4 Email me at parmenter@waymark.co.nz for 
a summary of  some AP technology that will be 
of  interest.

5 Eliminate all cheque payments, framing the last 
cheque on the CEO’s wall.

Next steps

ChaNges iN work balaNCe  

Moving out of the dark ages
in this first article in a series focusing on the accounts payable function,  
David Parmenter looks at paperless ap processes

For morE inFormATion:

www.davidparmenter.com
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The European Securities 
and Markets Authority 
(ESMA) has published 
the European common 
enforcement priorities 
2014 that represent the key 
focus for examinations of 
the financial statements of 
listed companies by ESMA 
and European national 
enforcers. 

The common enforcement 
priorities for 2014 financial 
statements are:

* preparation and 
presentation of  
consolidated financial 
statements and related 
disclosures

* financial reporting 
by entities with joint 
arrangements and related 
disclosures

* recognition and 
measurement of  deferred 
tax assets.

These topics have been 
highlighted because of  
significant changes to 
accounting practices 
as a result of  new 
standards, such as IFRS 
10, Consolidated Financial 
Statements, IFRS 11, Joint 
Arrangements, and IFRS 
12, Disclosure of Interests 
in Other Entities, and the 
challenges faced by issuers 
as a result of  the current 
economc environment. 

The latter refers to the 
difficulty of  forecasting 
future taxable profits for 
the purpose of  determining 
deferred tax assets when 
there is a period of  low 
economic growth. The 
priorities were identified 
after discussions with 
European national enforcers 
with a view to further 
increasing transparency in 
financial reports. 

2014 financial statements. 
This report found that the 
required disclosures under 
International Financial 
Reporting Standards 
(IFRS) were generally 
observed, but also identified 
broad variations in the 
quality of  the information 
provided. ESMA defines 
the European common 
enforcement priorities in 
order to promote consistent 
application of  IFRS. 

ESMA still feels that 
financial statements are 
cluttered with excessive 
disclosure due to their 
general rather than entity-
specific nature, or because 
they refer to transactions 
that are not relevant for 
the issuer. Its aim is not 
necessarily a decrease in the 
number of  items disclosed, 
but rather clear and 
complete disclosures which 

are specific to an entity and 
necessary to understand its 
financial position. Entities 
should avoid too much 
aggregation and allow 
users to understand the 
consequences of  economic 
events that affect the entity.

The requirements of  
IFRS 10, IFRS 11, IFRS 12, 
amended IAS 27, Separate 
Financial Statements, and 
IAS 28, Investments in 
Associates and Joint Ventures, 
became mandatory in the 
EU for periods starting on or 
after 1 January 2014. 

IFRS 10 defines control 
as the situation ‘when the 
investor is exposed, or » 

Getting the priorities right
Graham Holt explores the ESMA’s common enforcement 
priorities for 2014 fi nancial statements

National enforcers 
might also set additional 
enforcement priorities. 
ESMA will report on its 
priorities in 2015 and will 
review priorities identified 
in previous years. These 
include requirements 
related to the impairment 
of  financial and non-
financial assets, fair 
value measurement and 
disclosures on risks arising 
from financial instruments. 
In particular, ESMA reminds 
issuers of  the specific 
requirements related to 
using cashflow projections 
and the disclosure of  
key assumptions when 
performing impairment tests 
of  non-financial assets.

ESMA pointed out 
that its 2013 report on 
comparability of  institutions’ 
financial statements 
remains relevant to the 
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has rights, to variable returns 
from its involvement with 
the investee and has the 
ability to affect those returns 
through its power over the 
investee’. The principles 
relating to control are set 
out in IFRS 10 and the 
application guidance. ESMA 
feels both the standard and 
the application guidance 
should be considered when 
determining if  control exists. 
This may require significant 
judgment to be made and 
issuers should carefully 
explain the judgments made 
in complex situations as 
required by IFRS 12.

IFRS 12 requires 
disclosures to enable users 
to understand the nature of  
the non-controlling interests 
(NCI) in the group’s 
activities and cashflows. 
Disclosures are expected to 
be ‘sufficient’ which includes 
disclosure of  the operating 

segments material NCIs 
have been allocated to. 

ESMA stresses the 
importance of  the materiality 
assessment as well as 
the issuer’s judgment in 
determining the presentation 
of  information. When a 
group presents a significant 
amount of  NCIs, none 
of  which are individually 
significant, ESMA encourages 
issuers to disclose and 
explain this. Issuers should 
disclose the nature and 
extent of  any significant 
restrictions on their ability 
to access assets and settle 
liabilities. The amount of  
significant cash and cash 
equivalent balances held by 
the entity but not available 
for use by the group should 
also be disclosed.

ESMA draws issuers’ 

the legal form. This requires 
consideration of  the 
structure, terms, conditions 
and the legal form of  the 
arrangement, and ‘other 
facts and circumstances’. 

When assessing ‘other 
facts and circumstances’, the 
focus should be on whether 
they create rights to the 
assets and obligations for 
the liabilities. It is possible 
for two joint arrangements 
with similar characteristics 
to be classified differently 
depending on their structure.

The IFRS Interpretations 
Committee has considered 
various issues arising 
from the implementation 
of  IFRS 11, and ESMA 
has recommended that 
issuers review the findings 
of  these discussions when 
preparing their 2014 

attention to 
specific disclosure 
requirements with 
respect to the nature 
of, and changes in, 
the risks associated 
with their interests 
in consolidated and 
unconsolidated structured 
entities. IFRS 12 defines a 
structured entity as having 
been set up so that any 
voting or similar rights are 
not the dominant factor in 
deciding who controls the 
entity. For example, when 
voting rights relate only to 
administrative tasks and 
the relevant activities are 
directed by contractual 
arrangements. A structured 
entity often has some or all 
of  the following features:
1 restricted activities
2 a narrow and well-defined 

objective
3 insufficient equity to 

permit the entity to 

finance its activities 
without subordinated 
financial support

4 financing in the form of  
multiple contractually 
linked instruments to 
investors that create 
concentrations of  credit 
or other risks (tranches).

The principal uses of  
structured entities are to 
provide clients with access 
to specific portfolios of  
assets and to provide 
market liquidity for clients 
through securitising 
financial assets. Structured 
entities may be established 
as corporations, trusts or 
partnerships. They generally 
finance the purchase of  
assets by issuing debt and 
equity securities that are 
collateralised by and/or 
indexed to the assets held 

by the structured entities. 
The debt and equity 

securities issued by 
structured entities may 
include varying levels of  
subordination. Structured 
entities are consolidated 
when the substance of  the 
relationship between a group 
and the structured entities 
indicate that the entities are 
controlled by the group. The 
disclosures for these entities 
are wider and deeper than 
for unstructured ones.

IFRS 11 sets out 
criteria which determines 
the classification of  joint 
arrangements as either 
joint operations or joint 
ventures. The basis of  the 
classification is the rights 
and obligations of  the 
parties to the arrangement, 
rather than, as previously, 

▌▌▌ESMA FEELS THAT FINANCIAL STATEMENTS ARE 
CLUTTERED WITH EXCESSIVE DISCLOSURE DUE TO THEIR 
GENERAL RATHER THAN ENTITY-SPECIFIC NATURE
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financial statements. 
ESMA expects issuers to 
provide disclosures about 
significant judgments and 
assumptions regarding 
the joint arrangement and 
information relating to the 
nature, extent and financial 
effects of  its interests in 
joint arrangements. 

The first-time adoption of  
IFRS 10 and IFRS 11 might 
change the assessment as 
to whether to consolidate 
an investee. This could be 
the case where a different 
conclusion is reached over 
whether control is achieved 
by an investor holding less 
than a majority of  voting 
rights in an investee. If  this 
is the case, the factors that 
led to the change should be 
disclosed and the changes 
dealt with in accordance with 

judgments made in these 
circumstances.

IAS 12, Income Taxes, 
limits the recognition 
of  a deferred tax asset 
to the extent that 
future taxable profits 

will probably be available 
against which the deductible 
temporary difference can 
be utilised. IAS 12 says the 
existence of  unused tax 

losses is strong evidence 
that future taxable 
profit might not be 
available. Therefore, 

recent losses make 
the recognition of  

deferred tax assets 
conditional on the 

existence of  convincing 
other evidence. 

The probability that 
future taxable profit will 
be available to utilise the 
unused tax losses will 
need to be reviewed and 
if  convincing evidence is 
available, there should be 
disclosure of  the amount 
of  a deferred tax asset and 
the nature of  the evidence. 
ESMA feels it is particularly 
relevant to disclose 
the period used for the 
assessment of  the recovery 
of  a deferred tax asset as 
well as the judgments made. 
ESMA also expects issuers 
to disclose their accounting 
policy relating to material 
uncertain tax positions. 

As well as ESMA, national 
enforcers will continue to 
focus on material issues in 
the financial statements and 
will take corrective actions if  
material misstatements are 
identified. ■

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

FOR MORE INFORMATION:

ESMA: http://www.
esma.europa.eu/    

IAS 8, Accounting Policies, 
Changes in Accounting 
Estimates and Errors. 

IAS 31 allowed the use of  
proportionate consolidation, 
outlawed by IFRS 11. A 
change of  accounting policy 
may occur as a result of  
joint ventures now being 
accounted for using the 
equity method. IFRS 10 
introduces an exception 
to the consolidation 
requirement for investment 
entities. Issuers are expected 
to be very specific about how 
they arrived at any judgment 
not to consolidate. 

The current economic 
climate could result in the 
recognition of  tax losses or 
the existence of  deductible 
temporary differences where 
perhaps impairments are 
not yet deductible for tax 
purposes. The recognition of  
deferred tax assets requires 
detailed consideration of  
the carry forward of  unused 
tax losses, whether future 
taxable profits exist, and 
the need for disclosing 
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UAE Avoidance of  Double 
Taxation Agreement. Revised 
terms include longer periods 
of  time to assess whether a 
taxpayer has a permanent 
establishment in the two 
signatory jurisdictions, and 
lower withholding tax rates 
for dividends and interest 
income. See tinyurl.com/
UAE-DTA

yuan direct trading
Direct currency trading 
between the Chinese 
yuan renminbi and the 
Singapore dollar has begun 
(on 28 October), with the 
goal of  lowering foreign 
exchange transaction 
costs and encouraging 
use of  the two currencies 
in cross-border trade 
and investments. This 
comes after a meeting 
of  the Singapore-China 
Joint Council for Bilateral 
Cooperation (JCBC) on 
27 October, when Singapore 
proposed allowing China-
incorporated financial 
institutions to issue directly 
yuan-denominated debt 
instruments in Singapore. 
See tinyurl.com/JCBC-
cooperation

Hong Kong

soutH africa tax deal
Hong Kong and South 
Africa have signed a 
double taxation and tax 
evasion agreement. Income 
earned by South African 
residents in Hong Kong 
is currently taxed locally 
and in South Africa; under 
the deal, tax paid in Hong 
Kong can be deducted 
against South African tax 
liabilities. In future, Hong 
Kong company profits 

singapore

acra cHanges fees
Singapore’s Accounting 
and Corporate Regulatory 
Authority (ACRA) has 
scrapped more than 100 
pay-per-use regulatory fees, 
making them free-of-charge. 
Meanwhile, it has introduced 
six new fees, including 
registering as a qualified 
individual or a filing agent for 
corporate service providers; 
accessing the authoritative 
registers of  members for 
private companies, and 
directors, secretaries, 
auditors and chief  executive 
officers for all Singapore 
companies; registering 
alternate addresses other 
than residential addresses; 
asking ACRA’s consent for an 
auditor resignation; and filing 
revised financial statements. 
See tinyurl.com/ACRA-fees

casH deal cracKdown
Singapore has imposed a 
cash transaction reporting 
regime for precious stones 
and precious metals dealers 
from 15 October, telling them 
to report within 15 business 
days to the city state’s 
Suspicious Transaction 
Reporting Office (its financial 
intelligence unit) any cash 
transaction exceeding 
S$20,000 (US$15,519) 
involving precious stones, 
metals or products. Dealers 
also have to determine the 
identity of  customers and 
any third party for whom 
they are working. See tinyurl.
com/STRO-precious

amended dta witH uae
Singapore and the United 
Arab Emirates have signed 
an amended Singapore-

earned through permanent 
establishments in South 
Africa will become a credit 
against Hong Kong tax 
liabilities. See tinyurl.com/
HK-SouthAfrica

ratification calls
The Special Administrative 
Region’s chief  executive 
has proposed the ratification 
of  tax agreements struck 
by Hong Kong with Vietnam 
and South Korea. The 
Korean deal is a double 
taxation agreement ensuring 
that investors do not pay 
tax twice on income; the 
Vietnamese agreement is 
a protocol to an existing 
double taxation agreement 
that enables the exchange 
of  tax information under 
Organisation for Economic 
Co-operation & Development 
standards. See tinyurl.com/
HKIRD-tax

stocK connect begins
The Shanghai-Hong Kong 
Stock Connect was launched 
on 17 November following 
approval by regulators to 
conect the Hong Kong and 
Shanghai stock exchanges. 
See www.hkex.com.hk/
chinaconnect

sfc fine-tunes regime
Hong Kong’s Securities 
and Futures Commission is 
consulting on a new clause 
to the region’s professional 
investor regime that would 
insist financial investment 
service providers must 
offer products that are 
“reasonably suitable… 
having regard to [a 
client’s] financial situation, 
investment experience and 
investment objectives”. See 
tinyurl.com/SFC-regime

HKex listing rules
The HKEx has issued a paper 
that seeks to consult on 
the proposed amendments 
to the Listing Rules due 
to the Exchange’s review 
of  the requirements on 
the disclosure of  financial 
information in Main Board 
Rules Appendix 16 and 
the GEM Rules equivalent, 
with reference to the new 
Companies Ordinance 
(Cap. 622) and Hong 
Kong Financial Reporting 
Standards. The paper also 
seeks views on proposed 
rule amendments that 
are consequential to the 
enactment of  the new 
Companies Ordinance. 
See tinyurl.com/hkex-
listingconsult and tinyurl.
com/hkex-questionnaire

weigHted voting  
The HKEx has also released 
a paper that seeks views 
on whether, in concept, 
governance structures that 
give certain persons voting 
power or other related rights 
disproportionate to their 
shareholding (weighted 
voting right structures or 
‘WVR structures’) should be 
permissible for companies 
currently listed or seeking 
to list on the Exchange. 
See tinyurl.com/hkex-
weightedvoting and tinyurl.
com/weightedvoting

fstb consultation 
A consultation from the 
Financial Services and the 
Treasury Bureau (FSTB) 
proposes to change the 
legislation to allow Hong 
Kong to comply with a 
Common Reporting standard 
for Automatic Exchange 
of  Financial Accounting 

Technical update
A monthly round-up of the latest developments in financial reporting, taxation, trading, 
regulation, agreements, guidance and consultations across Asia Pacific
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Information in Tax Matters 
(AEOI), released by the 
Organisation for Economic 
Co-operation & Development 
(OECD) in July 2014, calling 
on governments of  various 
jurisdictions to obtain 
detailed financial account 
information from their 
financial institutions and 
exchange that information 
automatically with 
jurisdictions of  residence 
of  account holders on an 
annual basis. 

Mainland China

shipping tax rebate
Mainland China-based 
exporters of  empty shipping 
containers can receive tax 
rebate benefits mirroring 
those offered to container 
manufacturers, according to 
China’s state administration 
of  taxation (SAT). Previously, 
containers were categorised 
as ‘conveyance’ by China 
customs when cleared for 
export and therefore were 
excluded from tax rebates 
applying to sales overseas 
of  certain ‘products’. See 
http://www.chinatax.gov.cn

Coal iMport duties
China has restored import 
duties on anthracite, coking 
coal, other bituminous coal, 
other coal and briquettes 
from zero to 3%,3%,6%,5% 
and 5% respectively, 
according to China’s 
State Council. In October, 
the China National Coal 
Association reported huge 
losses in the domestic coal 
industry from January to 
September this year, calling 
for policy makers to save the 
industry. Chinese experts 
say the reasons are weak 
demand in the market and 
a high volume of  imported 
coal-related products. The 
State Council has decided 
to restore import duties and 
is considering tax breaks for 
coal producers. See http://
english.gov.cn/

singapore cracks down 
on laundering
The responsibilities of Singapore accounting 
professionals to report suspicions that clients may 
be involved in money laundering or terrorist finance 
have become tougher since 1 November.

Guidelines released by the Institute of  Singapore 
Chartered Accountants (ISCA) have strengthened 
requirements for accounting firms to establish 
anti-money laundering (AML) and combating the 
financing of  terrorism (CFT) controls. There are also 
requirements for public accountants and firms to 
have AML/CFT specific customer due diligence and 
record-keeping measures. And ISCA has released 
recommendations on reporting procedures, training, 
compliance, hiring and audits, designed to boost 
AML/CFT performance. Non-compliance could spark 
an investigation by ISCA or Singapore’s Accounting 
and Corporate Regulatory Authority. See tinyurl.com/
aml-control

Malaysia

extreMist vigilanCe
The Malaysian home affairs 
minister has ordered that 
all financial services and 
professions covered by 
the country’s anti-money 
laundering and terror 
financing laws should start 
regular checks on whether 
they hold property or funds 
on behalf  of  listed extremist 
organisations. These should 
be undertaken immediately 
and henceforth every six 
months. See tinyurl.com/
extremist-vigilance

banks’ Clearing Mou
The Bank Negara Malaysia 
central bank has signed 
a memorandum of  
understanding with the 
People’s Bank of  China on 
clearing arrangements in 
Malaysia for Chinese yuan 
renminbi (CNY) transactions. 
Both central banks have 
agreed to coordinate 
and cooperate on the 
supervision and oversight 
of  CNY business, exchange 
information and to work 
together to improve such 
arrangements. See tinyurl.
com/cny-clearing 

Capital adequaCy
The Malaysian central 
bank has released a 
discussion paper on 
proposals to extend the 
country’s capital adequacy 
framework (with a special 
set of  guidance for Islamic 
banks) to financial holding 
companies. The bank 
wants to ensure groups are 
adequately capitalised to 
support group-wide risks; 
multiple gearing of  capital 
and excessive leverage 
is avoided; and there is 
a greater consistency in 
disclosed capital ratios 
between financial groups 
headed by banks and 
financial holding companies. 
See tinyurl.com/capital-
adequacy 

Mou with uae’s sCa
The Securities Commission 
Malaysia and the United 
Arab Emirates’ Securities 
and Commodities Authority 
have agreed a memorandum 
of  understanding on 
cooperating in building 
regulatory capacity for 
their leading Islamic capital 
markets. The signatories 
will promote the mobility 
of  talent and professionals 
between their countries, and 
work together on research. 
See tinyurl.com/uae-sca

islaMiC etf guidanCe
The Securities Commission 
has also released guidance 
on Shariah Parameters 
on Islamic Exchange-
Traded Funds (i-ETFs), 
regarding the establishment, 
structuring and trading 
of  an iETF based on gold 
and silver as an underlying 
asset. It includes advice 
on the roles of  Shariah 
advisers in such an iETF, 
and on trading gold for 
gold, and gold for silver. 
See tinyurl.com/shariah-
parameters ■

Keith Nuthall and Wang 
Fangqing, journalists
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not have to be accounted 
for, except where a supply 
is deemed pursuant to the 
First Schedule of  the GST 
Act 2014.

While the prevailing sales 
tax and service tax often 
apply only on revenue 
or inventory items, 
GST requires output 
tax to be accounted 
for on all supply of  
goods and services 
that fulfil the criteria 
above. This may well 
include disposal of  a 
business’ non-current 
assets, such as production 
machineries, office 
equipment, furniture and 
fittings and motor vehicles. 
Output tax may also have 

Businesses need to account 
for output tax on their 
supplies and claim input tax 
credits on their acquisitions 
and expenses, provided 
they satisfy certain criteria. 
Where the output tax for a 
taxable period exceeds the 
input tax credit, the excess 
becomes payable to the 
Royal Malaysian Customs 
(RMC) at the end of the 
taxable period. Where the 
input tax credit exceeds 
the output tax, a refund 
would ordinarily be made 
within 14 working days 
from the date the tax return 
for the taxable period is 
submitted electronically 
(the due date for a refund is 
longer where the return is 
submitted manually).

What is output tax?
Section 2 of  the Goods and 
Services Tax (GST) Act 2014 
defines the term ‘output tax’ 
as tax on any taxable supply 
of  goods or services made 
by a taxable person in the 
course or furtherance of  
their business in Malaysia. 
This definition is consistent 
with the requirements of  the 
charging section – section 9 
of  the Act. 

Output tax should be 
accounted for if:
1 there is a supply of  goods 

or service
2 the supply is made in 

Malaysia
3 the supply is taxable
4 the supplier is a taxable 

person, and
5 the supply is made in the 

course or furtherance of  
a business carried on by 
the supplier. 

Where one or more of  the 
conditions above is not 
satisfied, output tax does 

to be accounted on 
other incomes, such 
as scrap of  factory 
waste, management 
fee and rental 
of  commercial 

properties – provided 
the five criteria above 

are met. Generally, 
a tax invoice must be 
issued for all supplies 
on which output tax is 
accounted.

For clarification, 
output tax must 
be accounted on 
supplies made 
after 1 April 2015, 
regardless of  the 
date of  acquisition 

of  the asset. For 
example, XYZ Sdn 

Bhd, a restaurant, 
acquires a fridge in 
2014. It becomes 
GST-registered 
effective 1 April 
2015 and disposes 
of  the fridge for 
a consideration 
in 2016. XYZ Sdn 
Bhd must account 
for output tax on 
the supply of  
the fridge.

Supply and 
consideration
It is the concept 
of  a ‘supply’ 
itself  that is the 
entry point into 
the GST system. 
‘Supply’ has been 
statutorily defined 
as all forms of  
supply done for 
a consideration. 
Consideration, in 
turn, has been 
defined in the Act 
to include any 
payment made 

or to be made, whether in 
money or otherwise, or any 
act or forbearance, whether 
or not voluntary, in respect 
of, in response to, or for the 
inducement of, the supply of  
goods or services, whether 
by the person or by any 
other person.

For example, if  XYZ Sdn 
Bhd trades in the fridge 
to a dealer in 2016 for a 
new fridge and pays the 
difference in cash, the 
dealer makes a supply of  
a new fridge for which the 
old fridge and the cash is 
consideration. XYZ Sdn Bhd 
makes a supply of  old fridge 
for which part of  the new 
fridge is a consideration. 
Thus, both parties must 
account for output tax if  they 
are GST registered. Each of  
them would be able to claim 
input tax credit on their 
respective acquisition.

The First Schedule 
of  the GST Act deems 
certain matters as supply 
regardless of  whether 
there is a consideration 
and the Second Schedule 
deems certain matters as 
neither a supply of  goods, 
nor a supply of  services. 
Also, certain supplies are 
disregarded and thus no 
output tax is to be accounted 
(for example, supplies within 
designated areas and supply 
within companies in the 
same ‘GST group’).

Accounting for 
output tax
To compute the output tax, 
one must know the ‘value’ 
of  the taxable supply. 
GST is calculated as 6% 
of  that value. The ‘value’ 
of  the supply is generally 
100/106 of  the price, ie 

Accounting for output tax
The Goods and Services Tax Act 2014 states that output tax must be accounted on all 
supplies made after 1 April 2015. Thenesh Kannaa clarifi es the requirements of the Act
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the consideration for the 
supply. Where a registered 
person displays, advertises, 
publishes or quotes in any 
manner the price of  any 
supply of  goods or services 
they make or intend to make, 
such price must include the 
tax that is chargeable on the 
supply unless the Director 
General approves otherwise.

This means, in effect, 
that the GST is calculated 
as 6/106 of  the price 
or consideration. The 
proportion 6/106 is termed 
as the tax fraction. In certain 
circumstances, output tax is 
computed based on the open 
market value of  the supply. 
Where the supply is zero-
rated, the output is nil. 

The appropriate tax code 
should be chosen whenever 
a transaction is entered 
into the accounting system 
in order for the system to 
accumulate output tax for 
each taxable period and 
reflect in the cell 5(b) of  
the GST return. In fact, the 
default tax codes are often 
assigned to the inventory 
item for convenience in 
raising tax invoices and 
recording the transactions.

The time of  supply is the 
time when a supply of  goods 
or services is treated as 
being made. It determines 
the taxable period in which 
the output tax should be 
accounted for. The rules vary 
depending on whether it is a 
supply of  goods or services. 

Generally, the basic tax 
point for supply of  goods is:

* If  the goods are to be 
removed (typically for 
delivery) at the time of  
removal of  the goods.

* If  the goods are not to be 
removed (eg in the case 
of  real properties) at 
the time when the goods 
are made available to 
the person to whom the 
goods are supplied.

* If  the goods are being sent 
or taken on approval, or 
sale or return, or similar 

terms (ie consignment 
sale) at the time when it 
becomes certain that the 
taxable supply has taken 
place or 12 months after 
the removal, whichever 
is earlier.
The basic tax point 

for supply of  services is 
the time when services 
are performed. A service 
is ‘performed’ when the 
work is done or completed by 
the supplier.

More often than not, the 
basic tax point is not the 
actual time of  supply. If  the 
tax invoice is issued within 
21 days from the basic tax 
point, the time the invoice is 
issued is taken as the time 
of  supply. This applies to 
both goods and services.

Examples
(1) Universal Sdn Bhd, 
a registered person with 
monthly taxable periods, 
delivers goods to its 
customer on 25 April 2015, 
but issues a tax invoice only 
on 10 May 2015. As the 
tax invoice is issued within 
21 days from the date of  
removal, the time of  supply 
is 10 May 2015 and thus the 
output tax is to be accounted 
for in the May taxable period.

If  the tax invoice is raised 
on 19 May rather than 
10 May, output tax has to 
be accounted for on 25 April 
2015, as the tax invoice is 
not issued within 21 days 
from such date. For ease of  
administration, businesses 
should ensure all invoices 
are raised within 21 days 
from the basic tax point.

Where the tax invoice 
is issued or payment is 
received prior to the basic 
tax point, the date of  such 
issue or receipt is taken as 
the time of  supply, but only 
to the extent covered by the 
invoice or the payment. It is 
vital to distinguish deposit 
and payment received in 
advance. Output tax should 
be accounted on the former 

only when it is applied as 
consideration, but output 
tax should be accounted on 
the latter at the time when 
such payment is received.

(2) Global Consultants 
Sdn Bhd accepts an advisory 
task on 1 May 2015. The 
service is to be performed 
from 1 June 2015 to 31 July 
2015, but a tax invoice for 
the entire fee of  RM10,600 
(inclusive of  GST) is raised 
on 1 May 2015. On the same 
day, the client pays RM5,300 
as an advance payment. As 
a tax invoice for RM10,600 
is issued on 1 May 2015, 
output tax of  RM600 (being 
6/106 of  RM10,600) is 
accounted for in May 2015, 
although the actual service 
is yet to be rendered and 
only half  of  the amount 
invoiced has been received.

If  Global Consultants Sdn 
Bhd raised the tax invoice 
for RM10,600 on 10 August 
2015, the output tax to be 
accounted for on 1 May 
2015 is RM300, being 
6/106 of  the RM5,300 
received on such date. 
Assuming no payment is 
made until 10 August 2015, 

that would be the time of  
supply for the remaining 
RM5,300. Care is needed to 
avoid ‘double counting’ as 
the value shown on the tax 
invoice on that date would 
be RM10,600.

Notwithstanding the 
general rules above, the 
GST Act empowers the 
minister to make regulations 
to make specific rules for 
the determination of  time 
of  supply in prescribed 
circumstances. See GST 
Regulations 2014 (PU 
(A) 190/2014) for the 
exceptions.

It has been provided 
that the some supplies 
are exempt from tax and 
some are subject to tax at 
the rate of  zero – see P.U. 
(A) 271/2014 and P.U. (A) 
272/2014 respectively. Also, 
no GST is to be charged or 
accounted by the supplier 
on supplies in relation 
to which the acquirer is 
relieved from GST – see 
P.U. (A) 273/2014. ■

Thenesh Kannaa is 
managing partner of 
TraTax Malaysia

FOR MORE INFORMATION:

To read the first article in this series on GST, go to 
www.accaglobal.com/ab133
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the market,’ said Institute 
of  Singapore Chartered 
Accountants (ISCA) 
executive director Yee Cheok 
Hong at the conference.

However, he added that 
those fears are misplaced. ‘I 
checked with our Cambodian 
counterpart. They actually 
welcome more qualified 

accountants from the 
ASEAN countries. There is a 
dire shortage in their nation. 
Hence, they are unable to 
develop the economic arena 
as fast as they can,’ he said.

The AEC is a plan by 
ASEAN to transform the 
grouping into a region with 
free movement of  goods, 
services, investment, 
skilled labour and freer 
flow of  capital. The AEC 
envisages the following key 
characteristics: a single 
market and production 
base; a highly competitive 
economic region; a region 
of  equitable economic 
development; and a region 
fully integrated into the 
global economy.

MRA agreement
One point of  concern is that 
the accounting sector seems 
to be coming out of  the 
blocks rather late. Its mutual 
recognition agreement 
(MRA), has only just come 
around. Nine out of  10 
ASEAN member countries 
have signed the document 
and the Philippines is 
expected to follow suit soon.

The disparity in the 
development stages of the 
10 member countries that 
make up the Association of 
Southeast Asian Nations 
(ASEAN) was highlighted 
at ACCA’s plenary session 
during the Malaysian 
Institute of Accountants 
(MIA) International 
Accountants Conference. 

The session, held on 4-5 
November in Kuala Lumpur, 
was entitled AEC 2015 and 
beyond: What’s in it for the 
accounting profession. At 
the outset, ACCA executive 
director of  markets Stephen 
Heathcote, who moderated 
the discussion, observed 
that the regional grouping 
has to ‘continue to narrow 
the development gap across 
the ASEAN member states’.

The point is echoed in the 
ASEAN Mutual Recognition 
Arrangement Framework 
on Accountancy Services, a 
document guiding the AEC 
work for the accounting 
fraternity. The document 
notes the ‘different levels 
of  development’ of  
accountancy services among 
ASEAN member states.

The impending formation 
of  the AEC also highlights 
the fear many accounting 
practices have of  being 
gobbled up or losing jobs to 
bigger and better-equipped 
firms, and this is holding 
them back from embracing 
a regional outlook. It is also 
preventing many firms from 
embracing the changes that 
will soon take place with 
the opening up of  regional 
activity via the AEC.

‘The less established 
are concerned that the 
more established [firms 
and markets] will flood 

One of  the objectives 
of  the MRA is to ‘exchange 
information in order 
to promote and take 
into consideration the 
development of  the best 
practices on standards 
and qualifications in the 
accountancy profession’. 
It also hopes to promote 

‘efficiency and quality of  
standards’ of  the profession.

The document 
recognises that education, 
licences, demonstration 
of  competencies and 
experience may be 
the principal elements 
considered in granting 
mutual recognition.

But the accountancy 
MRA only covers half  the 
profession, said ASEAN 
Federation of  Accountants 
(AFA) president Estelita 
Aguirre, one of  the speakers 
at the AEC session. ‘It 
is for accountants in 
commerce and industry 
or the business and 
educational institutions. 
Public practice is not 
covered at the moment. It 
requires further discussion 
and the drafting of  another 
MRA,’ he said.

Going forward, Aguirre 
identified three major gaps. 
First, the ability to comply 
with International Federation 
of  Accountants’ (IFAC) 
statement of  membership 
obligations. IFAC has 
independent standard-
setting boards to establish 

international standards 
on ethics, auditing and 
assurance, accounting 
education, and public 
sector accounting. AFA is a 
member of  IFAC.

The other two are the 
adoption of  international 
standards and harmonising 
of  procedures and processes 

in starting business and 
doing business. ‘The last 
one is difficult as it involves 
governments. The first two, 
we can help each other 
with,’ she said.

The issue of  capacity 
building was raised in 
a recent joint report by 
the World Bank and AFA 
entitled Current status of 
the accounting and auditing 
profession in ASEAN 
countries, released in 
September 2014.

There are ‘significant 
capacity issues’ in both the 
public and private sectors in 
adopting and implementing 
international accounting 
and auditing standards, the 
report states. 

The ‘lesser developed’ 
ASEAN member countries 
face a ‘daunting task to 
successfully implement 
accounting and auditing 
reforms and will require 
substantial technical 
assistance and financial 
support over the medium 
term’, it adds. Countries 
like Malaysia and Singapore 
are seen to be higher up the 
value chain, while Laos and 

The two sides of AEC 
The advent of the ASEAN Economic Community (AEC) has highlighted the  
different levels of development of accountancy services among member states

▌▌▌‘ThiS lArgE-SCAlE plAN dEpENdS oN CApACiTy 
buildiNg. ACCA will work To ENSurE ThE TAlENT  
pipEliNE for ACCouNTANTS rEmAiNS STroNg’
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Myanmar need to do the 
most capacity building.

The report also notes 
that all ASEAN countries 
have aligned their financial 
reporting standards to a 
greater or lesser degree 
with International Financial 
Reporting Standards (IFRS): 
‘Due to capacity constraints, 
implementation of  IFRS is 
quite weak in all except the 
more developed countries.’

It adds that language 
and capacity constraints in 
‘lesser developed’ countries 
mean they will struggle to 
achieve full implementation 
and compliance with 
the standards adopted 
without significant capacity 
development and support 
over the medium term.

In the coming months, 
many accountants are 
confident that the AEC will 
open up new opportunities 
for the profession, but the 
question is how they take 
advantage of  it.

Promising numbers
Heathcote observed that the 
10 member countries of  the 
AEC have a total population 
of  626 million and a 
combined gross domestic 
product (GDP) of  US$2.4 
trillion. The GDP for the 
region is expected to double 
by 2020, according to the 
Boston Consulting Group. 

‘As such, this large-scale 
economic plan depends on 
capacity building. ACCA, 
with its partners across  

this wide region, will work 
to ensure the talent pipeline 
for accountants remains 
strong,’ said Heathcote.

When looking at 
investment beyond intra-
ASEAN, accountants agree 
that the need for high-
quality financial reporting 
is even greater. So are 
accountants prepared? 
‘It varies according to 
respective countries’ 
economic development,’ 
said Yee. ‘Some are well 
versed, some less so.’

Naturally, accountants 
from the more developed 
parts of  the region will 
have better accounting 
infrastructure. As a result, 
they will also be better 
equipped to handle more 
complex work.

Yee believes the more 
established accountants 
can help to raise standards. 
‘Only by raising the overall 

standards of  competency 
of  the profession can you 
facilitate the growth of  
investment,’ he said.

Aguirre is all for mutual 
assistance to reduce the  
gap among ASEAN 
countries, which can 
then lead to economic 
development. ‘The smaller 
brother will learn from the 
big brother how to attract 
foreign investors, which 
will mean more economic 
activity and business 
transactions.’

In this area, Heathcote 
says professional bodies  
like ACCA have a role to  
play. ‘ACCA’s presence 
across the ASEAN region 
means that we can 
ensure this economic 
programme has the finance 
professionals it needs to 
make it a success.’ ■

CM Cheong, journalist

◄ ACCA hAs A role to plAy
Stephen Heathcote, ACCA executive director – markets

▲ AeC 2015 And beyond
ACCA plenary session with (from right) Soo Hoo Khoon Yean, 
partner of PwC Malaysia; Yee Cheok Hong, executive director 
of the Institute of International Trade and Industry; Estelita 
Aguirre, president of the ASEAN Federation of Accountants; and 
Ravindran Palaniappan, senior director of ASEAN Economic 
Cooperation at the Malaysian Ministry of Trade and Industry
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relation to that promise. 
This was viewed from the 
perspective of  the range 
of  stakeholders: students, 
prospective students, 
members and employers.

Delegates were also 
asked to consider how 
ACCA could differentiate 
itself  from competitors. 
This involved taking account 
of  various issues, such 
as how the role of  the 
professional accountant will 
change over the next decade 
and employability.

International reach
ACCA’s differentiation is 
seen most starkly through 
its international reach, which 
rival bodies struggle to 
compete with and replicate. 

It was agreed that 
ACCA is doing a great 
deal to create strategic 
leaders as well as financial 
professionals. Partnerships 
with leading universities, 
further qualifications and 

The end of each 
International Assembly 
– the annual gathering 
of senior ACCA member 
activists from across the 
world to help inform policy 
– is usually marked by 
a declaration that it has 
been the best one ever, and 
there was certainly general 
agreement that this was 
also the case this year. 

The level of  engagement 
– a constant theme – 
and interaction hit new 
heights. ACCA president 
Anthony Harbinson had 
asked the delegates to 
share their thoughts and 
for Council members and 
staff  to listen and learn 
– and that is exactly what 
happened during the two 
days of  presentations and 
workshops at the event.

The Assembly considered 
what the ACCA brand 
promise should be and the 
proof  points that ACCA 
needs to demonstrate in 

mentoring are all seen as 
part of  achieving this, as 
is placing emphasis on 
personal and leadership 
development. 

As IFAC president 
Olivia Kirtley touched 
on in her address, 
over the next decade, 
accountants will need to 
‘build a career on deep 
foundations’. This will mean 
analytical and strategic 
skills to create value for 
organisations, as well as 
skills in communication, 
project management, 
risk management, 
business restructuring 
and internal control. The 
Assembly highlighted the 
interdependence of  all  
these skills, and the need  
to test them through 
correctly contextualised  
case studies.

Speaking at the close of  
the event about how ACCA 
attracts members and 
markets its qualification, 
Harbinson said: ‘The key 
message that came from 
the workshops I visited was 
that we are actually the best 
form of  direct marketing 
and that we have a huge role 
to play in ensuring members 
are aware of  the value of   
the designation.

‘One group even 
suggested that every 
International Assembly 
member should make a 
pledge today to personally 
attract and develop students 
and members, and we 
should all go back to our 
markets and spread the 
word about ACCA.’

He added: ‘We have an 
amazing resource in this 
room. We are all potential 

Reaching new heights
In considering how strong networks and relationships can propel our organisation 
forward, ACCA’s recent International Assembly was declared a rousing success

▲ Our greatest asset
All of us are potential ambassadors and advocates for the  
ACCA brand was the message at this year’s event
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For more inFormation:

IFAC president Olivia Kirtley spoke at the International 
Assembly. See her interview on page 40

ambassadors and advocates. 
Your success and your 
stories will inspire others.’

Harbinson also said that 
if  ACCA is going to market 
itself  more digitally, then 
its members also need to 
ensure that face-to-face 
contact remains a critical 
part of  what we do, be that 
conventions, conferences or 
even informal get-togethers.

‘ACCA’s established 
message of  ‘think global, 
act local’ is as true as it ever 
was,’ he said.

Partnerships
Harbinson also picked 
up on the theme of  
partnerships discussed in 
the workshops. ‘We need 
to work in partnerships,’ 
he said, ‘whether that be 
with accountancy bodies or 
learning providers’.

He went on to cite the 
working partnership with 
the Accountants & Auditors 
Association in the United 
Arab Emirates. ‘This is 
hugely significant for us in 
the Middle East,’ he said, 

‘and has resonance further 
afield. I am delighted to tell 
you that, having spoken to a 
number of  bodies at World 
Congress of  Accountants 
(WCOA), many more bodies 
also want to work with ACCA 
to develop partnerships.’

It was left to ACCA’s 
deputy president Alexandra 
Chin to wrap up the 
proceedings. ‘Much of  the 
work that ACCA will be 
undertaking in the future 
will be shaped by what  
has been discussed here,’ 
she said.

‘This Assembly provides 
a unique opportunity to 
hear the views of  members 
at first hand and to debate 
issues in depth that directly 
affect them, particularly 
in terms of  employability 
and opportunity.

‘Council will take a great 
deal from today’s debates. 
Your conclusions have given 
us a great deal to consider,’ 
Chin concluded. ■

Peter Williams, accountant 
and journalist

▼ opportunity knocks
Deputy president Alexandra Chin: ‘This is a unique opportunity  
once a year to hear the views of members’

▲ point of view
Maneet Kathpal from Botswana was one of the members who 
gave feedback and contributed on the day

◄ inspiration
ACCA president Anthony Harbinson: ‘We have an amazing 
resource in this room… Your success will inspire others’
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Transformation needs 
to be led from the top. ‘It 
needs to be driven by the 
C-suite. CFOs need to set 
the direction for finance to 
ensure successful change. For 
concrete change to happen, 
there has to be an enterprise-
wide vision but the strategy 
for it must come from the 
CEO,’ he added. ‘And if  the 
cynics won’t come on board 
with change management, 
the CEO needs to wield the 
big stick, and make them!’ 

Harbinson recommended 
that proper systems of  
measurement be put in place 
ahead of  the transformation, 
and urged organisations to 
take a long, hard, critical look 
at themselves before deciding 
what their priorities were. 
‘External consultants can 
help in this area,’ he said.

There are 10 requirements 
that Harbinson stressed were 
necessary for transformation: 
clear vision, communication, 
preparation, resources, 

In his keynote address at 
the ACCA Malaysia annual 
conference, ACCA president 
Anthony Harbinson urged 
accounting professionals 
to be more efficient, and 
run cost functions better 
to generate the data 
crucial to inform decision-
making for organisations. 
‘Transformation is 
imperative, but we have no 
set template for it, so how 
do we manage?’ he said. 

‘We need to understand 
what drives our business 
and put effective change 
management processes 
in place to manage 
transformation, although this 
doesn’t always happen. We 
often assume stakeholders 
will understand but change 
is resisted nevertheless. 
Our mistake is that we treat 
[them] as one group, instead 
of  recognising that they are 
from many different sectors 
with respective concerns that 
we must address.’

organisational redesign, 
commitment of  senior 
management, middle 
management support, a 
realistic understanding of  
the organisation’s capacity, 
what the firm is prepared to 
undertake and patience. 

Urging finance 
professionals to stay up to 
date on requirements as 
they entered the profession, 
he also exhorted them to be 
drivers of  change. ‘Embrace 
your roles,’ he said. ‘You will 
have many opportunities in 
your organisations. Establish 
trust and leadership; 
professionals must be seen 
as addressing concerns. Take 
a holistic view of  complexity, 
risk and performance, and 
develop a global orientation.’

While they had to consider 
technical skills, it was also 
about human needs, he 
added, pointing out the 
necessity of  responding in 
tangible ways. ‘Businesses 
today have to have their 

radars constantly switched 
on!’ he concluded. 

‘We have to be able to 
deliver public value, work 
in the public interest, and 
promote ethical, responsible 
performances of  a high 
standard in work to enhance 
long-term economic growth. 

‘Accounting is the heart 
of  capacity building. Modern 
times are more difficult; more 
accountability is needed. 
Strive to be relevant, and be 
aware that people are not 
afraid of  change; they are 
afraid of  the unknown. Tell 
them where you want to go. 
Communication is key.’

Prime position
Former ACCA Malaysia head 
Jennifer Lopez stressed that 
by virtue of  their positions 
in the organisation, finance 
professionals were the 
perfect agents of  change. 
However, they need to master 
interpersonal skills and the 
ability to interact effectively 

Leaders of transformation
ACCA Malaysia’s annual conference underscored the fact that the business landscape 
is changing, and the change must be led by finance professionals

▲ embrace your roles
Anthony Harbinson, ACCA president, urged accounting 
professionals to make the most of their opportunities

▲ elevated roles
PwC Malaysia managing partner Sridharan Nair said the 
finance function was now about driving and building value
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with others at all levels before 
leading others to adapt to 
and manage a dynamic 
business environment. 

Lopez’s welcome remarks 
were the beginning of  what 
was a candid sharing of  

many experts on the state of  
the profession, industry and 
business world today.

The event’s first forum 
addressed ‘the elephant in 
the room’ – the challenges 
that accounting professionals 
face in their quest for 
transformation. Moderated 
by ACCA’s director of  global 
employer relationships, 
Steven Shields, the panellists 
were Sridharan Nair, PwC 
managing partner; David 
Hand, head of  ACCA’s shared 

services and outsourcing; and 
Fazlur Rahman Zainuddin, 
CFO/VP (Group Finance) of  
Tenaga Nasional. 

The volatility and 
dynamism of  today’s work 
environment has necessitated 

an expansion in the CFO 
role to cover the assurance 
of  accountability of  the 
business to all stakeholders, 
the panellists agree. The 
finance function must 
therefore move into a more 
visible, front-line role.

‘What are we actually 
transforming, and into what?’ 
queried Nair. ‘Roles are 
evolving: accountants have 
changed from being mere 
scorekeepers into business 
partners and trusted advisers 

of  the CEO. Expectations 
have also changed 
dramatically. Accountants 
have gone from being 
custodians to being advisers, 
strategists, mediators, 
navigators. They are helping 
their firms build resilience, 
capacity and connectivity.’ 

Pointing out that the 
finance function was about 
driving and building an 
organisation’s business 
value, Hand said: ‘One of  
the most critical factors is 
communication. With change, 
you have to make sure that 
everyone in the firm is on 
board with you.’

The factors driving change 
depend on the organisation, 
and businesses have to move 
fast to respond to them. 
‘Finance is often under-
appreciated,’ said Fazlur. 

‘It’s a case of  the 
organisation’s expectations 
versus the perceived value 
of  the function. Finance 
has to change its direction 
to change this perception. 
It already has the technical 
abilities; perhaps it should 
blow its own trumpet a bit 
more,’ he added. 

Agreeing with Fazlur, Nair 
added that the C-suite in 
many organisations believe 

that finance hasn’t kept 
pace with what needs to be 
delivered. ‘Blow your own 
trumpet by all means,’ he 
said. ‘But make sure it’s not 
too loud, and not out of  tune 
– and first, make sure you are 
fit for the role!’

Many CFOs do not get 
involved with transformation, 
so their role has diminished. 
Transformation has to be 
driven from the top, with the 
full support of  the C-Suite. It 
is evident, however, that the 

road ahead is potholed with 
challenges. The very notion of  
transformation carries with 
it the implication of  risk, and 
accountants are traditionally 
risk-averse – which tends to 
slow the speed of  change. 

Beyond cost
Hand mentioned shared 
services, and its changing 
role. ‘It used to be about 
cost reduction, but not now,’ 
he said. ‘Today, [it] is about 
retaining talent, accessing 
better resources and reaching 
a wider client base.’

Technology has become 
a great enabler of  shared 
services. ‘All indications 
point to staff  liking it. The 
retention rate is better 
because they feel it’s useful.’ 

The closing opinions 
were on how best to effect 
transformation: gradually or 
with a big bang. Panellists 
were divided on this, but the 
general advice was to try to 
strike a balance, as one way 
could complement the other.

‘Big-bang implementation 
may drain resources,’ Fazlur 
said. ‘Transformation takes 
time, so prioritise your needs. 
Do things which produce 
quick results first, then apply 
resources to other areas.’ 

Nair said that changes 
should be done within a 
certain period of  time with 
specific targets. Hand added 
that a lot depended on the 
organisation’s internal culture 
but proper planning was 
critical. ‘Too many efforts fail 
because there wasn’t enough 
effort in the planning,’ he 
cautioned. ‘Engage all staff, 
and be honest. Don’t lie. 
Ensure promises are kept.’ 

Nair stressed the 
need to communicate 
purposefully. ‘Be consistent 
in communication, and build 
trust,’ he concluded. ‘It’s 
unrealistic to expect 100% of  
the people to follow you; be 
happy if  the majority does.’ ■

Majella Gomes, journalist

▲ measured pace
Fazlur Rahman Zainuddin, CFO/VP (Group Finance) of 
Tenaga Nasional, warned that transformation takes time

▌▌▌‘Strive to be relevant, and be aware that 
people are not afraid of change; they are 
afraid of the unknown… communication iS key’
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Moving back to Kuala 
Lumpur in 2009 to take on 
the director of  operations 
South Asia and South-
East Asia role for Western 
Union, Chin then went on to 
become country director for 
Indonesia in 2013.

Chin acknowledged 
that he is joining ACCA at 
an exciting time, saying: 
‘It is very inspiring to see 
the many great works that 
ACCA members have done 
in building the economy, 
so much so that the 
accounting profession has 
gained much recognition 
and prestige in Malaysia. 

‘The global demand for 
professional accountants 
exists, a call which has 
been echoed by the 
government and employers 
in Malaysia. I look forward 
to working with the 
government and other 
stakeholders to groom 
professional accountants 
to meet the needs of  the 
industry in the 21st century.’

ACCA nAmes Country 
heAd for mAlAysiA
David Chin has been 
appointed the new country 
head for ACCA Malaysia, 
where he will be directly 
responsible for sustaining 
ACCA’s reputation and 
market leadership in one 
of  ACCA’s most important 
and competitive markets. 
He took over from Jennifer 
Lopez on 3 November. 

Born in Malaysia, Chin 
migrated to Australia at 
a young age, where he 
completed his university 
education and began his 
career in the insurance 
industry, specialising in 
training and development. 

He then worked in the 
retail sector, before joining 
Western Union Financial 
Services, where he worked 
for 15 years. There, Chin 
progressed through a broad 
spectrum of  management 
positions, covering HR, 
training, marketing, business 
development and operations. 

ACCA President hosts 
evening reCePtion
ACCA president Anthony 
Harbinson hosted an evening 
reception in Kuala Lumpur for 
some 120 key stakeholders 
in November. During the 
event, 22 companies were 
presented with ACCA 
Approved Employer (AE) 
certificates in recognition of  
their support towards ACCA 
students and members in 
their organisations (see photo 
on page 63). 

The companies were: 3E 
Accounting Malaysia; Air 
Products Shared Services; 
Berjaya Corporation; 
Boustead Holdings; Crowe 
Horwath; DRB-HICOM; Green 
Packet; HLB Ler Lum; KC 
Chia & Noor; Lau, Wong 
& Yeo; Morison AAC; NOL 
Global Services Centre; 
Packet One Networks 
(M) Sdn; Paramount 
Corporation; SALIHIN; 
Securities Commission 
Malaysia; Sherwin-Williams 
Services (M) Sdn; Six 
Consulting; TDM; TL 
Offshore Sdn; Tricor Services 
Malaysia; and UNDP Global 
Shared Services Centre.

There are more than 100 
AEs in Malaysia of  various 
types, covering industries 
across a range of  sectors, 
including corporate, public 
practice firms, shared 
services organisations, 
government-linked companies 
and regulatory bodies.

seeking tomorrow’s 
leAders todAy
ACCA launched its Leaders 
of  Tomorrow programme in 
November with the support 
of  Talent Corporation 
Malaysia (TalentCorp). 
This structured one-year 

programme was first 
initiated by ACCA in the 
UK, and it involves inviting 
selected employers to 
nominate two high-potential 
staff  who are ACCA members 
to participate in a diverse 
range of  development and 
leadership opportunities.

The pilot session will 
begin this month. Nominated 
participants of  Leaders of  
Tomorrow will be connected 
to specially selected mentors 
comprising senior ACCA 
members at the C-suite level 
across industries.

sl ng & AssoCiAtes 
oPens offiCe in kl
The ACCA team was at SL 
Ng & Associates recently to 
congratulate the management 
team on the opening of  its 
office in Kuala Lumpur.

The ACCA Approved 
Employer Trainee 
Development (Platinum) and 
Professional Development 
has more than 40 staff  and is 
set to expand further with the 
addition of  the KL office. 

The management team, 
which comprises ACCA 
members, is ever supportive 
of  its staff, constantly 
encouraging them to boost 
their capabilities by taking 
up the ACCA Qualification.

ACCA judges deloitte 
tAx ChAllenge 2014
ACCA’s head of  SSO market 
development, David Hand, 
judged the team challenge at 
the finals of  the Deloitte Tax 
Challenge (DTC), noting the 
impressive performances of  
the finalists, considering they 
only had hours to prepare 
their closing presentations. 

In the end, team Onz 
from Sunway-TES was 

David Chin becomes country head
ACCA Malaysia appoints new country head while ACCA president Anthony Harbinson 
hosts a reception at which 22 companies attain Approved Employer status

▲ tAking offiCe
David Chin, the new head of 
ACCA Malaysia, acknowledges 
he is joining at an exciting time

62 ACCA | nEws

ACCounting AnD BusinEss



crowned champion for the 
team category, while Ee Sun 
Zhe from TAR University 
College was overall winner of  
the individual category. All 
of  the winners are studying 
the ACCA Qualification.

Sun Zhe also scooped 
the ACCA Best Presenter 
Award in the individual 
category, along with 
Clement Yong from Sunway-
TES, Muhammad Azneel 
Muhammad Joseph from 
Universiti Sains Malaysia, Zoe 
Ding of  TAR UC and Heng 
Yi Xuan from University of  
Malaya in the team category.

DTC 2014 attracted 
2,292 participants from 
40 institutions of  higher 
learning. In its second year 
of  partnership with Deloitte 
for the DTC, ACCA also 
conducted a workshop on 

winning presentation skills to 
help prepare the finalists.

ACCA pArtners with 
BMCC to inspire youth
ACCA collaborated with the 
British Malaysian Chamber 
of  Commerce (BMCC) to 
help young people address 
some of  the key issues facing 
them today, such as the 
importance of  maintaining 
a healthy lifestyle, work-
life balance and attaining 
financial independence. 

About 70 people attended 
the BMCC INSPIRE event, 
which was hosted by 
Yang Berhormat Khairy 
Jamaluddin, Minister of  
Youth and Sports, who 
spoke about the importance 
of  promoting health in the 
country and gaining better 
money management skills for 

a more sustainable future. 
ACCA member Wan 

Muhammad Syazwan Wan 
Zulkifli, a senior associate 
in the transaction advisory 
services division at EY 
Malaysia, gave a talk about 
his career experience. 

Syazwan spoke about 
the challenges of  managing 
his finances during his 
student days, and how 
his ACCA Qualification 
had helped him along the 
way. He encouraged the 
audience to look at the 
accounting profession from 
a different perspective, 
saying there needs to be 
greater incentives to convince 
young people to enter the 
accounting profession.

ACCA DAy At KpMAM
More than 100 Diploma in 
Accounting students from 
Kolej Profesional MARA Ayer 
Molek attended the ACCA 
Day, which was organised to 
guide them in preparing for 
a career upon graduation. 

Giving practical insights 
were Dato’ Dr Lukman 
Ibrahim, deputy president of  
the ACCA Malaysia Advisory 
Committee; Hayati Hashim, 
director of  Kolej Profesional 
MARA; and ACCA members 
Norhafizal Johari, from PwC 

Malaysia, and Iqzuan Hj Idris 
from RHB Banking Group.

The discussions centred 
on the need for students 
to attain capabilities that 
will put them in demand 
among employers, and how 
they can secure a global 
and sustainable career 
with the support of  ACCA. 
Dato’ Dr Lukman shared his 
experiences of  how ACCA 
membership helped propel 
his career.

ACCA-sheLL CLuB’s 
ACCounting Quiz 
Ambassadors of  the ACCA-
Shell Club organised a 
quiz for undergraduates 
at Multimedia University 
Cyberjaya recently. The 
quiz tested participants 
on technical know-how and 
general knowledge. They 
were also exposed to the 
much-needed soft skills that 
employers look out for in 
their talents – leadership, 
teamwork, time and resource 
management skills, just to 
name a few. 

The ACCA-Shell Club was 
established in 2013 and 
the team has since then 
organised many exciting 
initiatives within and outside 
of  Shell Business Service 
Centre, where it is based. ■

▲ seAL of ApprovAL
Representatives from the 22 companies awarded ACCA 
Approved Employer status display their certificates

▲ toAsting suCCess
DTC champions in the team 
category, Onz from Sunway-
TES, celebrate their win
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Changes to the ACCA Rulebook
The ACCA Rulebook – the regulations and code of ethics and conduct that  
members must comply with – has fewer changes than in previous years

effective dates of  orders 

* include a slip rule in both 
the Appeal Regulations 
and Health Regulations, 
providing consistency 
with the other regulations.

Other changes that have 
been made are specific 
to individual sets of  
regulations. These changes 
are set out below.

Membership
There has only been one 
change to membership 
regulations. This sets 
out that the period 
within which a student is 
required to complete all 
the ACCA Professional 
level examinations. 
Each Professional level 
examination pass will be 
valid for seven years.

Global practising
Changes to the Annexes 
to the Global Practising 
Regulations include 
widening the requirement 
to demonstrate recent audit 
experience by removing the 
wording that specifically 
relates the requirement to 
applications made more 
than two years after the 
relevant audit experience 
was gained or a certificate 
was previously held (Annexes 
1, 2 and 3).

Authorisation
Regulation 5 has been 

Following last year’s 
substantial review of the 
ACCA Rulebook, fewer 
changes have needed to be 
considered during 2014. 
Nevertheless, each year, 
changes to the Rulebook 
arise out of Council 
policy decisions, changes 
to legislation, regulator 
requirements and the 
need to clarify existing 
regulations.

The ACCA Rulebook 
is usually updated once 
a year. However, during 
2014, interim changes were 
made to the Designated 
Professional Body 
Regulations (in April) and 
the Regulatory Board and 
Committee Regulations 
(in September). These 
concerned, respectively, 
changes in consumer 
credit regulation and a 
restructuring of  ACCA’s 
own regulatory oversight 
arrangements. These interim 
changes were reflected in 
the online version of  the 
ACCA Rulebook before they 
took effect.

The regulations 
Some of  the changes are 
reflected in more than one 
set of  regulations. These 
changes:

* include a definition 
of  ‘Chairman’ in 
the Authorisation 
Regulations, Complaints 
and Disciplinary 
Regulations (CDRs), 
Appeal Regulations 
and Interim Orders 
Regulations

* clarify the definition of  
‘order’ in both the CDRs 
and Appeal Regulations, 
which in turn clarify the 
provisions concerning the 

amended to allow ACCA to 
apply for an Interim Order at 
any time before a decision 
is made by the Admissions 
and Licensing Committee 
(consistent with CDR 4(3)). 
For similar consistency 
reasons, regulation 6 now 
includes a specific provision 
to allow the Admissions 
and Licensing Committee 
to reconstitute itself  as an 
Interim Orders Committee. It 
also provides an ‘avoidance 
of  doubt’ provision to clarify 
that documents do not 
have to be re-served simply 
because a case has been 
adjourned.

The Authorisation 
Regulations provide 
regulatory assessors with 
powers to impose conditions 
on certificates. In the past, 
these decisions were not 
published. For the 2015 
Rulebook, the Authorisation 
Regulations now include 
a provision that allows 
regulatory assessors’ 
decisions and reasons to 
be published, subject to 
any directions given by the 
assessor. Such publicity is 
not avoided by the relevant 
person relinquishing his or 
her certificate before the 
assessor’s decision is made.

Complaints and 
disciplinary
Changes to the CDRs 
include:

* allowing ACCA greater 
flexibility to amend 
allegations (up until the 
time a notice of  hearing 
is served)

* simplifying and clarifying 
the provisions relating 
to admissions by the 
relevant person at a 
hearing, and

* allowing necessary 
sanctions to be imposed 
on former members, 
former affiliates and 
former registered 
students, regarding 
future applications for 
readmission.

Interim orders 
The changes to the Interim 
Orders Regulations include 
removing a cross-application 
provision (regulation 3), 
which is, in fact, more 
clearly expressed in 
Appendix 1 to the  
Regulatory Board and 
Committee Regulations.  
The regulations have also 
been amended to give the 
Interim Orders Committee  
a specific power to adjourn  
a hearing. ■

FoR moRe iNFoRmAtioN:

The current version of  the ACCA Rulebook may be viewed 
on ACCA’s website at: www.accaglobal.com/rulebook
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ASEAN’s coming of age
As we usher in a new year, the most regionally significant event to look forward to is the 
formation of the ASEAN Economic Community (AEC), says Datuk Zaiton Mohd Hassan

The AEC is a bold plan to 
transform the 10-nation 
grouping into a region with 
free movement of goods, 
services, investment, 
skilled labour, and freer 
flow of capital.

AEC envisages the 
following key characteristics: 
(a) a single market and 
production base, (b) a highly 
competitive economic region, 
(c) a region of  equitable 
economic development, and 
(d) a region fully integrated 
into the global economy.

The member countries 
of  the AEC have a total 
population of  626 million 
and a combined gross 
domestic product of   
US$2.4 trillion, and this is 
expected to double by 2020, 
according to the Boston 
Consulting Group.

The concept of  the AEC 
is not new. It was formally 
introduced at the Bali 
Concord way back in 2003. 
After more than a decade, it 
will finally become a reality 
on 31 December. However, it 
is worrying to note that the 
general business community, 
including accounting 
professionals, is not 
particularly well informed of  
the AEC.

According to a recent 
online survey of  ACCA 
members across the  
ASEAN region, only  
12% out of  291 respondents 
said they were fully aware 
and informed of  the 
AEC. And only 3% of  the 
respondents understood 
the AEC’s objectives very 
well. Close to half  of  the 
respondents (42%) had 
heard or read about  
the AEC, but otherwise  
could not name specific 

objectives, while another 
36% were clueless.

Fortunately, there is 
still time for accounting 
and finance professionals 
to get up to speed on 
their understanding of  
AEC in order to face the 
challenges as well as grasp 
the opportunities that will 
inevitably come with such 
economic integration.

Accountants across the 
region are expected to gain 
from ASEAN economic and 
corporate growth, brought 
about by escalating regional 
trade, investment and 
prosperity. As companies 
leverage on the AEC 
to embark on regional 
expansion, they will need 
to address new governance, 
controls, compliance and 
risk issues. Companies will 
increasingly depend on 
accountants to save costs, 
increase efficiencies and 
harness synergies across 
different countries.

However, this comes with 
a caveat – accountants will 
need to scale up, understand 
the intricacies of  operating in 
the diverse regional markets 
and utilise new software and 
tools to manage operations 
across multiple locations. 
Apart from honing their 
communication skills, 
accountants will also need 
project management skills to 
co-ordinate operations on a 
region-wide basis. 

However, it is not merely 
about individual accountants 
finding their niche in the 
new economic grouping. 
Professional bodies also 
have a crucial role to 
play. In the case of  ACCA, 
we are doing our part in 
promoting the AEC agenda 

by working closely with 
national accountancy bodies 
in the region as well as 
other government bodies to 
ensure better collaboration 
and best-practices, sharing 
in the development of  the 
accounting profession, 
and building capacity 
to produce qualified 
professional 
accountants.

Our presence 
across ASEAN, with 
offices in Cambodia, 
Indonesia, 
Malaysia, 
Myanmar, 
Singapore and 
Vietnam, and 
with students and 
members in other 
markets – Brunei, 
Laos, the Philippines 
and Thailand – enables 
ACCA to help ensure 
this unprecedented 
economic union has 
sufficient numbers of  
finance professionals 
to make it a success.

As one of  ASEAN’s 
founding members 
and most developed 
economies, Malaysia 
and its accounting 
fraternity are in 
a unique position 
to not only benefit 
from the AEC, but 
also to lead and help 
the less developed 
economies achieve 
much growth and 
prosperity in the 
years to come. For 
more, see page 56. ■

Datuk Zaiton Mohd 
Hassan is president  
of the ACCA  
Malaysia Advisory 
Committee
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HAPPY BIRTHDAY TO ACCA!
ACCA celebrated its 110th birthday on 30 November last year. Founded in 1904 with 
core values of opportunity, diversity, innovation, integrity and accountability, the body 
has been developing professional accountants ever since. 

Significant expansion in the past four decades has seen membership grow from 
12,500 in 1970 to 170,000 in 180 countries in 2014. 

‘There has never been a greater or more urgent need to develop sustainable 
economies,’ says Helen Brand, ACCA chief  executive. ‘A well-coordinated international 
accountancy profession, which demands the highest ethical and technical standards of  
the world’s professional accountants, is key to positive economic development.’

ACCA has continued to support new markets and launched its 91st office last year, 
in Myanmar. In many parts of  the world, ACCA is the only international body working 
hand-in-hand with national bodies, governments, employers and education providers to 
help build the financial capacity needed to underpin economic development. 

‘ACCA’s Strategy to 2020, which we launched in this anniversary year, has been 
designed to respond to specific needs identified in a range of  economies around the 
world,’ says Brand. ‘As part of  this, we strongly believe in the development of  complete 
finance professionals who are supported, trained, examined and regulated to the 
same high standard globally. We will continue to invest in the very important long-term 
projects that are going to enable us to deliver this and fulfil our public value remit, 
which will always remain at the heart of  what ACCA does.’

ABOUT 
ACCA
ACCA is the global 
body for professional 
accountants. 
We aim to offer 
business-relevant, 
first-choice 
qualifications 
to people of  
application, ability 
and ambition around 
the world who seek a 
rewarding career in 
accountancy, finance 
and management. 
We support our 
170,000 members 
and 436,000 
students throughout 
their careers, 
providing services 
through a network 
of  91 offices and 
active centres. 
www.accaglobal.com 

168 MILLION
The number of  children 
aged between five and 17 
(10.6% of  all children) 
who work as child 
labourers, according to 
ACCA’s report Accounting 
for children: implementing 
child rights for better 
business, available 
for download at www.
accaglobal.com/ab137
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▲ ACCA’S IFAC FIVE
Left to right: Brendan Murtagh, Keto Kayemba, Japheth Katto, 
Marta Rejman and Alan Johnson

ACCA senior staff and 
ACCA-nominated members 
of IFAC boards and 
committees met in October 
to discuss common areas of 
interest for ACCA and IFAC 
in the future, and to explore 
ways that ACCA can support 
IFAC in representing and 
developing the profession 
effectively at a global level. 

ACCA-nominated 
members currently serve 
on the board of  IFAC, the 
International Auditing 
and Assurance Standards 
Board (IAASB), the Small 
and Medium Practices 
(SMP) Committee, the 
Nominating Committee, the 
Professional Accountants in 
Business Committee and the 
Professional Accountancy 
Organisation Development 
Committee.

Members of the International Federation of Accountants’ boards 
and committees hold coordination talks with ACCA

IFAC reps meet up with
ACCA senior staff
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BRAND BUILDER
ACCA’S INTERNATIONAL ASSEMBLY MEETS IN LONDON

GROUNDBREAKER
INTERVIEW: KEVIN McCARTHY, CFO, MICROSOFT CONSUMER CHANNELS
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INTERVIEW: OLIVIA KIRTLEY, IFAC PRESIDENT
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CSAP MALAYSIA MOVES FORWARD
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