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The winds of change

Welcome to the January 
issue. 2016 should prove 
an auspicious year if the 
abundance of regulatory 
reform under way in Asia 

comes to fruition over the next few months. Many key 
economies are pushing through legislation and implementing 
audit and tax reform. Expectations are high that the changes 
will bolster the competitiveness and attractiveness of Asia’s 
international business and fi nancial centres.

The large economies with big-ticket reform programmes 
include Hong Kong with its new offshore fund law, Singapore 
with the second phase of its Companies (Amendments) Act, and 
Malaysia’s introduction of its Private Entities Reporting Standard 
(MPERS) to improve investment and trade for SMEs. And change 
is not confi ned to just the biggest markets – Thailand has passed 
its fi rst law on transfer pricing. Our cover feature on the state of 
reform in Asia starts on page 16.

This year also marks the beginning of the ASEAN Community, 
as 10 countries in South-East Asia come together to shape their 
destiny. Our Malaysia-based columnist Errol Oh says that while 

much of the focus has been on the economic side of the union, 
the other two pillars of the community – political security and 
socio-cultural development – should not be sidelined. For more, 
see page 19.

In our main interview, we hear from New York-based Sandy 
Chu FCCA, head of Grant Thornton’s China Business Group. A 
frequent traveller between the US and China, she leads a team of 
18 specialists advising US corporations on how to set up in China 
as well as working with Chinese companies on their overseas 
expansion. You can read her story on page 12.

On page 27, fi nd out from EY’s global head of assurance how 
the Big Four fi rm undertook a large-scale global programme to 
digitise the audit process. EY audit teams have embraced data 
analytics and clients are impressed with the experience.

Finally, if you missed the live broadcast of our virtual global 
conference, Accounting for the Future, you can still see all the 
sessions on-demand. Speakers included Nick Fry, former CEO of 
Mercedes AMG Petronas Formula One Team, and Steve Brown 
FCCA, director of England Rugby 2015. See page 8 for more. 

Colette Steckel, Asia editor, colette.steckel@accaglobal.com

Welcome

Accounting 
and Business
The leading monthly magazine for 
fi nance professionals, available in 
six different versions: China, Ireland, 
International, Malaysia, Singapore 
and UK.

There are different ways to read AB. 
Find out more at
www.accaglobal.com/ab

Also from ACCA

AB Direct
Sign up for our weekly news and 
technical bulletin at 
www.accaglobal.com/ab

Accountancy Futures
View our twice-yearly research and 
insights journal at 
www.accaglobal.com/futuresjournal

Student Accountant
Access the magazine for 
ACCA Qualifi cation and 
Foundation-level students at 
www.accaglobal.com/
studentaccountant

Member benefits
To learn more about the 
benefits of ACCA membership, 
visit www.accaglobal.com/
memberbenefi ts  

ACCA Careers
Search thousands of vacancies 
and sign up for customised job 
alerts at our jobs site https://jobs.
accaglobal.com

About ACCA

ACCA is the global body for 
professional accountants. We aim to 
offer business-relevant, fi rst-choice 
qualifi cations to people of application, 
ability and ambition around the 
world who seek a rewarding 
career in accountancy, fi nance and 
management. We support our 178,000 
members and 455,000 students 
throughout their careers, providing 
services through a network of 95 
offi ces and active centres.  
www.accaglobal.com 

Channels and media

Accounting and Business is more 
than just a magazine. You can read 
us, follow us and engage with us – 
and in more ways than one. 

AB hub
See our new AB hub at 
www.accaglobal.com/ab 

AB app
Download from iTunes App Store, 
Google Play or via the AB hub

AB digital archive
The latest issue and an 
archive of issues stretching back 
to 2009

Twitter
Accounting and Business tweets 
at @ACCA_ABmagazine 

Videos and podcasts
Look for links in the magazine or 
go to www.accaglobal.com/ab

Webinars
On a raft of topical issues
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▲ The power of 
the force
Star Wars fever raged 
in a Kuala Lumpur 
mall in advance of the 
Christmas release of 
The Force Awakens, the 
latest film in the series 

▲ Joining the 
currency club
The Chinese yuan is 
to join the US dollar, 
Japanese yen, sterling 
and the euro in the 
International Monetary 
Fund's currency basket

▲ Palm oil stocks 
in decline
Malaysia and Indonesia 
are to harmonise palm 
oil certification as foreign 
and domestic demand 
for the edible oil outstrips 
production
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▼ Chinese plane lines 
up for take-off
China has unveiled its 
first-ever home-built 
large passenger jet 
in a challenge to the  
market share of Airbus  
and Boeing

▼ Red, white and blue
As world leaders prepared 
for the Paris climate change 
conference, signs of solidarity 
appeared in Shanghai and 
elsewhere in the wake of the 
terror attacks

◄ Pre-Christmas 
spending spree
An operative walks the 
aisles of an Amazon 
fulfilment centre as 
consumers splashed 
out on Black Friday and 
Cyber Monday
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News roundup
This issue’s stories and infographics from across the Asia-Pacifi c region, as well as a 
look at the latest developments affecting the fi nance profession around the world

IFRS commitment 
China has committed further 
to IFRS convergence by 
forging deeper ties with the 
International Accounting 
Standards Board (IASB). A 
joint statement by China’s 
Ministry of Finance and the 
IASB announced the formation 
of a working group, which 
builds on a decade-old 
agreement to work more 
closely with international 
accounting rules. Specifi cally, 
the working group will explore 
ways to advance the use of 
IFRS in China, especially with 
those companies operating 
internationally. ‘Such 

involvement is fully consistent 
with the request of the G20 to 
deepen the participation of 
emerging economies in the 
work of the IFRS Foundation 
and the IASB,’ the joint 
statement read. 

Helping society 
The Deloitte Foundation has 
been launched in Chongqing 
to centrally manage Deloitte 
China’s philanthropic 
donations and build value in 
local communities through 
a series of societal projects 
across the country. Its aim is 
to make clear and positive 
impacts on Chinese society 

through an inclusive approach, 
said Lawrence Chia, CEO, 
Deloitte China. ‘Deloitte is 
a purpose-led organisation 
and our purpose is making 
an impact that matters to 
our clients, people and 
society. As we grow our 
business, we feel obliged 
to contribute to the growth 
of our local communities by 
investing our knowledge, skills 
and resources into priority 
needs of China.’ 

M&A audit reviewed 
China’s top securities 
watchdog, the China Securities 
Regulatory Commission (CSRC) 

has introduced batch audits of 
listed merger and acquisition 
(M&A) applicants in order to 
reduce total auditing time. 
The new process, effective 
from 9 November 2015, 
relates to the legal, fi nancial 
and industrial conditions 
of the applicants based on 
their disclosed information. 
The CSRC also said that it 
would improve supervision 
of audit intermediaries, 
including accountancy fi rms. 
The announcement came 
near the end of a busy year 
for M&A in China, with a total 
of 1,919 cases approved by 
the end of September. 
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A role that pays 
If your goal is a high 
senior salary, among six 
key accounting functions 
within banks in Hong 
Kong – fi nancial control, 
internal audit, management 
reporting, product control, 
regulatory reporting and 
tax – internal audit is claimed 
to be the best bet. This was 
the conclusion reached by 
eFinancialcareers.com after it 
reviewed salary surveys from 
recruitment fi rms. 
Paula King, CEO, Hong 
Kong, at Ambition, sees 
positive signs. ‘A lot of 
banks are expanding their 
audit teams to include more 
subject-matter experts – 
experienced internal auditors 
or professionals from other 
business units with specifi c 
expertise in a certain product,’ 
she said. ‘Salary increments 
for changing jobs in audit 
in Hong Kong are typically 
18% to 30%.’ King tips 
that regulatory reporting 
salaries, which are already 
comparatively high, will 
continue to rise.

Ties strengthen
Singapore and China have 
agreed to strengthen fi nancial 
ties by expanding channels 
for cross-border yuan fl ows 
and collaborating on capital 
market connectivity. 
Initiatives include a larger 
variety of fi nancing solutions 
for Chinese corporates and a 
doubling of Singapore’s quota 
under the RMB Qualifi ed 
Foreign Institutional Investor 
scheme (from RMB50bn to 
RMB100bn) – a response to 
strong interest by Singapore-
based asset managers and 
investors looking to invest 
in China. The Monetary 
Authority of Singapore and 
the People’s Bank of China 
also agreed to renew and 
enhance the bilateral currency 
swap arrangement established 
between the two central 
banks beyond its current 
expiry date in March 2016. 

Reporting report card 
High-quality corporate 
reporting is essential for 
achieving sustainable 
development goals, says 
Mukhisa Kituyi, secretary-
general of the United Nations 
Conference on Trade and 
Development. Speaking 
to a panel of experts on 
international standards of 
accounting and reporting, 
Kituyi said that quality 
reporting ‘contributes to 
fi nancial stability, promotes 
corporate good governance, 
and underpins a vibrant 
private sector’. 
In his keynote speech, 
Russell G. Golden, chair of 
the Financial Accounting 
Standards Board, broadened 
the focus beyond individual 
companies to capital markets 
and other fi nancial market 
players, saying: ‘Accounting 
standards are an important 
element – but not the 
only element – required to 

promote high-quality fi nancial 
reporting. We need honest 
companies, we need honest 
auditors – and we need 
watchful regulators – to make 
the system work.’ 

EY considers appeal 
Found liable by a US jury 
for investor losses following 
the 2008 collapse of a 
multibillion dollar Ponzi 
scheme, EY maintains it was 
not responsible and that ‘no 
audit of a Madoff-advised 
fund could have detected this 
Ponzi scheme’. The fi rm is 
considering an appeal of the 
verdict, in which a Seattle jury 
found EY liable for half of the 
US$20.3m damages awarded 
to victims of convicted 
fraudster Bernard Madoff, 
who is serving a 150-year 
prison term after pleading 
guilty in 2009 to running a 
scheme that cost investors 
an estimated US$17bn or 
more in principal. 

Call for unity 
Lim Soo Hoon, Singapore’s 
permanent secretary (fi nance)
(performance), wants more 
accountancy fi rms to ‘come 
on board and work together’ 
to strengthen the sector, 
building towards the city-
state’s goal of being a global 
fi nancial centre. ‘Beyond 
sharing ideas, there is also 
potential for the smaller 
accounting fi rms to come 
together, for example, to 
share common corporate 
support and IT services,’ Lim 
told the Institute of Singapore 
Chartered Accountants’ 
Singapore Accountancy 
Convention in November. 
High-quality audit, tax and 
advisory services by the 
accounting entities and good 
corporate fi nancial reporting 
by businesses are ‘essential 
elements in building a trusted 
business environment’.

Age wearies them 
Business leaders across the 
Asia-Pacifi c region believe 
that ageing populations pose 
the single biggest challenge 
to their future operations, 
ahead of concerns about 
regional confl ict and the 
slowdown in China’s economy, 
according to research by 
Grant Thornton. The results 
support the United Nations’ 
population projections, 
which identify 2015 as a 
tipping point, after which the 
proportion of the population 
in Asia Pacifi c dependent on 
those in work will begin to 
rise. This marks the end of 
the ‘demographic dividend’, 
where people of working age 
are supporting relatively fewer 
dependants, boosting growth 
prospects. With birth rates 
falling across the region – 
with the exception of India 
and Indonesia – ‘the effect 
of an ageing population is 
the big issue keeping 
Asia-Pacifi c business 
leaders up at night,’ said Ed 
Nusbaum, global CEO at 
Grant Thornton. »

How loyal are your staff?

The job for life may be gone, but most people are still loyal 
to their employers, with 59% in Singapore, 54% in Malaysia 
and 49% in Hong Kong ready to stay put for over fi ve years, 
according to research by recruiter Hays. ‘This suggests that 
for most of us, stability, security and loyalty are important,’ 
said Lynne Roeder, managing director of Hays in Singapore.

59% Singapore     49% Hong Kong     54% Malaysia

30% Singapore     26% Hong Kong     32% Malaysia

11% Singapore     25% Hong Kong     14% Malaysia

Said they will stay up to fi ve years

Believe in job loyalty, prepared to stay over fi ve years

Like to change employers every one to two years
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Support for UN goals 
The will to commit to the 
United Nations’ Sustainable 
Development Goals in the 
next fi ve years is strongly 
underscored by the vast 
majority (97%) of South-East 
Asian businesses surveyed 
by PwC, driven by increased 
stakeholder scrutiny. Andrew 
Chan, sustainability leader 
at PwC’s South East Asian 
Consulting Services, said 
the research shows that 80% 
of citizens would be more 
likely to use an organisations’ 
goods and services if it signed 
up to the goals. However, 
the fact that only 45% of 
businesses who sign up plan 
to assess their impact on 
these goals suggests that 
‘there is an opportunity to 
steer a fi rmer course towards 
sustainable growth.’ 

Accountants add value 
The accountancy profession 
is strongly linked to national 
economic growth and 
improved living standards, 
contributing US$575bn 
annually to the global 
economy now, and with 
‘exciting potential’ in the 
rapidly developing Asian 
and South American regions, 

according to a report by the 
International Federation of 
Accountants (IFAC). Releasing 
the report in Singapore, IFAC 
CEO Fayez Choudhury said 
that the fi ndings highlight 
the scale of the profession’s 
importance to the global 
economy. ‘Professional 
accountants contribute 
to better information, 
reporting, measurement 
and decision-making. When 
nations have a robust system 
to track the fl ow of money 
in government, within 
businesses and between 
organisations, transparency 
and accountability are 
improved, organisations are 
strengthened and economies 
are enhanced,’ he said. 

Birth of a community 
On 31 December, the ASEAN 
Economic Community (AEC) 
formally came into being. 
The AEC’s ideal of free 
movement of goods, services, 
investment and skilled labour 
is hailed as constituting the 
most signifi cant economic 
cooperation-related initiative 
in the developing world – 
and often compared to the 
European Union. In reality, 
experts agree, it will still 

be a work in progress. 
As an integrated regional 
economy, the member 
states of the AEC – Brunei, 
Cambodia, Indonesia, 
Laos, Malaysia, Myanmar, 
the Philippines, Singapore, 
Thailand and Vietnam – 
will comprise the world’s 
seventh-largest economy.

ACCA rulebook 
The Rulebook 2016 is now 
available online. The latest 
version and an explanation 
of the changes can be found 
at www.accaglobal.com/
rulebook. Copies are available 
to order from Connect in 
hardcopy form or USB stick. 
See also the February edition 
of Accounting and Business 
for more information on the 
main changes effective from 
January 2016.

Biggest on notice 
Asia Pacifi c’s three established 
world cities risk being 
outshone by emerging cities 
in the region over the next 
decade, fi nds a new report by 
global real estate services fi rm 
JLL. It notes that while Tokyo, 
Singapore and Hong Kong 
currently make up half of the 
‘Big Six’ established world 
cities and, along with London, 
New York and Paris, attract 
world-class corporations, 
talent and more than a fi fth of 
global real-estate investment, 
challengers are closing 
in. Sydney and Seoul are 
identifi ed as the most likely 
to break into this elite group 
in future. Rosemary Feenan, 
director of global research 
programmes at JLL, said that 
in order for the ‘Big Six’ cities 
to maintain their dominance, 
‘they will need to execute 
bold and ambitious urban 
transformation projects to 
accommodate growth and stay 
globally competitive’. 

Paved in gold 
Countries along the extensive 
One Belt, One Road network, 
proposed by China to revive 

ancient trade routes, saw their 
combined investment in the 
country return to growth in 
2015, Ministry of Commerce 
data shows. Saudi Arabia, 
Malaysia and Singapore 
posted the biggest increases 
in investment, totalling 
US$6.12bn from January to 
August, up 18.4% year on year, 
with investment in fi nancial 
services jumping more than 
15 times. The initiative, 
announced by President Xi 
Jinping in 2013, involves the 
creation of an economic belt 
along the original Silk Road 
route through Central Asia, 
West Asia, the Middle East 
and Europe, and a maritime 
road linking China’s port 
facilities with the African 
coast, pushing up through 
the Suez Canal into the 
Mediterranean. 

Hub status secure 
Hong Kong is expected to 
retain its position as Asia’s 
leading asset management 
hub in fi ve years’ time, key 
industry executives said in a 
joint report by KPMG and the 
Hong Kong Investment Funds 
Association. Respondents 
see their business being 
buoyed by increased 
opportunities from mainland 
China, an aging population 
and Mandatory Provident 
Fund reforms in Hong 
Kong. However, intensifying 
competition, regulations 
and a talent shortage 
pose challenges. Vivian 
Chui, partner, investment 
management, KPMG China, 
said that while Hong Kong 
remains a preferred gateway 
to mainland China and the 
region, the exclusivity it enjoys 
may be tempered in future. 
‘In addition,’ she noted, 
‘the industry and consumers 
are likely to face more 
scrutiny from regulators, and 
compliance-related costs are 
likely to rise.’ ■

Compiled by PetaTomlinson, 
journalist

Invest in 
cybersecurity
More than a third (36%) 
of global organisations 
still lack confi dence in 
their ability to detect 
sophisticated cyber-
attacks, according to 
EY’s Global Information 
Security Survey 2015. The 
researchers found that 88% believe that their information 
security structure is not up to scratch, and 69% would like 
their IT security budgets to be increased by up to 50%. 
While businesses are embracing the digital world with 
enthusiasm, says Ken Allan, EY’s global information 
security leader, they should not overlook the potential 
risks. ‘The only way to make the digital world fully 
operational and sustainable,’ he says, ‘is to enable 
organisations to protect themselves and their clients 
and to create trust in their brand.’
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CV

Business diplomat
New York-based Sandy Chu FCCA, head of Grant Thornton’s China Business Group, is 
helping to bridge the gap between two economic titans on opposite sides of the world

when she returned to Hong Kong after her studies. ‘The ACCA 
Qualification had the huge benefit of being flexible, so I could 
study full time to finish the qualification without the need to work 
at the same time,’ she says. ‘As long ago as the early 1990s it 
offered a truly international training, and was viewed as a highly 
prestigious qualification in Hong Kong and around the world.’

In contrast to many top accountants, Chu did not focus 
on climbing the greasy pole as a young woman. ‘Much of my 
career has been based on good fortune,’ she says. ‘I was partly 
attracted to accountancy because it seemed like a steady and 
stable job that would not force me to travel too frequently away 

from home.’ This was at least one 
career goal that has not been realised. 
Instead Chu now flies enough to qualify 
as a United Premier 1K elite traveller 
– clocking up at least 100,000 miles 
a year. About half of her time is now 
spent travelling either within the US 
or to China – she usually goes two or 
three times a year to China. 

Her first appointment was at PwC 
in the China tax and business advisory 
practice, where she rose to become a 
senior manager. Chu then considered 
taking a career break after her husband 
decided to move back to the US. 
But, after a brief period out of the 
workplace, she was tempted by a job at 
EY in New York. Again the focus was »  

The US and China, the world’s two largest economies, 
are rivals as well as important partners. But while 
politicians occasionally bicker about currency policy 

or intellectual property, Sandy Chu FCCA, head of Grant 
Thornton’s China Business Group, sees her role as helping to 
bridge the gap between these two global titans. 

‘In some ways we function as business ambassadors,’ she 
explains. ‘We are giving Chinese businesses insight into how to 
expand or buy businesses in the US and vice versa.’ 

Appropriately enough, Chu’s office at Grant Thornton is based 
on the east side of midtown Manhattan, just a stone’s throw 
away from the United Nations, a focal point of global diplomacy. 
Born in Hong Kong, she has witnessed at first hand the rise of 
China from a recipient of international development aid to an 
economic colossus second only to the US. ‘It was always said that 
when the US sneezes, the world catches a cold,’ she observes. 
‘The same can now be said of China.’ 

When Chu started her career in 1995, few people imagined 
that the country would make such dramatic economic strides, 
she admits. In that year China had a GDP of just US$756.9bn, 
in current prices, about half the size of the French economy, 
according to the International Monetary Fund. Around 
455 million people, or 37% of the population, lived on less 
than $1.25 a day. Now it is about 13 times larger with a GDP 
of $10 trillion. Its annual output has overtaken that of Japan, 
Germany, France and the UK. Meanwhile the poverty rate 
declined to 6% as of 2011 and continues to fall fast. ‘What 
China has achieved has been truly remarkable,’ says Chu. 

The locomotive of Chinese growth 
has not only been good news for its 
own citizens, says Chu. ‘It has also 
contributed to getting the world 
economy through a dangerous period 
after the 2008 financial crisis,’ she says. 
Over the past 10 years China alone has 
accounted for 61% of global growth.

Career origins
Chu’s own career has been 
international from the start. She chose 
to leave her home base in Hong 
Kong to study in London, graduating 
in accounting and finance from the 
University of North London. She also 
became an ACCA fellow, a qualification 
that she says helped launch her career 

‘China has 
contributed to 

getting the world 
economy through 

a dangerous 
period after the 

2008 financial 
crisis’

2013
Appointed national leader for Grant 
Thornton’s China Business Group, 
based in New York. 

2004
Joined EY in the US, advising 
companies on business and tax issues throughout 
mainland China, Hong Kong, Taiwan and Macao. 

1996
Started her career at PwC in Hong Kong, where she rose 
up the hierarchy to become senior manager in the China 
tax and business advisory services practice.
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Basics

Tips

it is referring to tangible or intangible 
assets,’ she explains. The upshot for a 
China-focused accountant, she says, is 
that ‘life never gets boring’. 

For outside companies investing 
in the country there are still many 
tax rules that can trip up companies, 
unless they are advised properly by 
local experts. ‘For US companies, the 
demand remains high to understand 
the nuances of China’s tax rules 
and capital controls,’ Chu says. ‘China 
still has foreign exchange controls that 
can make it tricky to extract money 
from the country. We can help with 
that. US companies can take over a 
Chinese fi rm that has a lot of cash 

on China, advising companies on corporate tax, restructuring, 
mergers and acquisitions, investment and other general business 
matters. She rose to lead the Greater China desk. 

In 2013 she was poached by Grant Thornton to set up and run 
its China group – a joint initiative between GT US and GT China 
– where she now leads a team of 18 specialists. The main focus of 
China practices at major accounting fi rms has shifted profoundly 
over recent years, Chu explains. ‘A decade or so ago the main 
task was to help US companies set up in China, which was seen 
largely as an export hub and a source of cheap labour,’ she says. 
‘Now we are doing ever more work with Chinese companies that 
are wanting to set up or buy overseas. That is a trend that is being 
encouraged by the Chinese government, which wants fi rms to 
look outwards and learn from the best in the world.’ 

The focus on international expansion has also been fostered, 
she says, by a sense that the Chinese real estate market, which 
has been booming for years, will not offer such attractive returns 
in the near future. Investors have thus become more willing to 
extend their search for opportunities beyond China. 

Alongside this change, foreign companies that develop 
operations in China no longer typically view the nation merely 
as a production centre, Chu believes. ‘More companies are 
attracted to China as a source of internal demand in its own 
right as the number of affl uent and middle-class citizens has 
exploded,’ Chu says. What’s more, the investment rules have 
become far more friendly to business and increasingly aligned 
with global business standards. 

Improving reliability
Meanwhile, the standard of accounting at domestic 
fi rms has improved in leaps and bounds over the past few 
decades. ‘In the early days we would often go in and see 
multiple sets of books,’ she says. ‘That is now far less frequent. 
The authorities have taken huge steps towards improving 
the reliability of accounts.’ 

But part of the reason Chu has retained a focus on China 
is that much of the complexity of dealing with the country 
remains. ‘This is a vast country with 
many markets,’ she says. ‘Despite 
modernisation, tax rules are written 
very broadly and still leave a lot of 
room for interpretation, and a lot of 
discretion is maintained by the local 
authorities. What works in one city 
may not function in another. The 
rules can also change very fast.’ As a 
result, she says, accountants have to 
look at the same systems again and 
again. This lack of clarity is partly 
deliberate, she believes, and was 
designed to permit local areas to 
tailor the system to suit their own 
needs. ‘For example, a rule might 
talk about the treatment of assets 
without being precise about whether 

* Grant Thornton was founded 
in Chicago in 1924

* Revenues exceed US$1.4bn 

* It has 57 offi ces across the US 
with more than 500 partners 
and 6,400 employees 

* In 2013 Crain’s Chicago Business recognised Grant 
Thornton as one of the ‘Best Places to Work’ 

* Between 2006 and 2015 it was one of Working 
Mother’s ‘Best Companies’ 2006-2015

* In 2015, the fi rm removed the limit on paid time 
off, allowing employees to work with managers to 
decide when to take time away from the offi ce.

* Tapping at your phone during 
meetings will stop you fully 
grasping what is going on or 
learning as much as you could. 
Being present can give you 
the edge. 

* Be responsible. Work-life balance is important, but 
it’s not an excuse for neglecting work. If you are 
responsible for a task, you need to follow through.

 

* Continue to work hard even as you advance: it’s 
the best way to continue to acquire knowledge. 

‘Despite 
modernisation, 

tax rules in 
China are written 

very broadly 
and still leave a 
lot of room for 
interpretation’
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present, to feel the mood on the ground,’ she says. ‘I have 
to act as a bridge between these two business cultures. 
Technology is great. Still, you need more than FaceTime and 
Skype to keep in touch with what is going on over there.’ 

With two children who have grown up in the US and a 
husband who also travels internationally, Chu has no immediate 
plans to live permanently in China. But over the long term she 
says she feels equally at home in New York, London or Hong 
Kong. ‘These are really very similar cities in that they are all 
international business hubs with a lot to offer.’ 

While worries over the outlook for Chinese growth have been 
grabbing headlines in recent months, Chu remains upbeat for 
the long run. ‘I believe that China will continue to modernise 
and grow. The country’s importance in the global economy will 
continue to increase over the long run.’ ■

Christopher Fitzgerald and Fernando Florez, journalists

and will need assistance taking some of it back to the US.’
Having spent much of her career at Big Four firms, Chu 

believes that a mid-tier accounting firm like Grant Thornton 
has a potential edge in this environment. ‘Since we are not so 
large it is easier to keep overheads lower, which translates into 
better value for clients,’ she says. ‘Grant Thornton can offer a 
more hands-on approach, with partners and other more senior 
staff more available for clients. A frequent complaint about the 
Big Four is that clients often end up dealing with somewhat less 
seasoned staff, who are still acquiring experience,’ she adds. 
For the audit practice, Grant Thornton focuses mostly on mid-tier 
companies, since a giant multinational can demand too many 
people. But it competes head-to-head with the big guys on 
tax consulting and advisory. 

Chu’s job now is to foster the development of this growing 
business in China. That task requires a hands-on approach, she 
argues. ‘It is important for me to travel here and to be physically 
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Change for 
the better
A wave of regulatory reform across 
countries in Asia Pacific will bring big 
changes for finance professionals

several tax initiatives to bolster Hong Kong’s position as a 
financial services centre. In addition to the Inland Revenue 
(Amendment) Bill 2015 (new offshore fund law), which provides 
profits tax exemption for non-resident private equity (PE) funds, 
the government also announced in the 2015/16 Budget the 
introduction of a corporate treasury centre (CTC) regime in 
Hong Kong with a view to attracting multinational and mainland 

enterprises to establish their regional 
headquarters and perform corporate 
treasury activities in the territory.

Together with other plans to 
provide a more commercially 
friendly environment for operating 
an intellectual property (IP) hub, the 
new offshore fund law is crucial in 
attracting multinationals to Hong Kong, 
according to Agnes Cheung, director 
and head of tax at BDO Hong Kong. 

‘The offshore fund law provides tax 
certainty for non-resident PE funds 
being managed out of Hong Kong. But 
the Inland Revenue Department’s (IRD) 
recent field audit and tax investigation 
on asset managers and its views on 
the taxability of carried interest could 

Change is afoot across Asia Pacific as its key economies 
scramble to approve draft financial services legislation 
and implement new audit and tax proposals intended 

to help each not only maintain their competitiveness but also 
enhance their positions as the region’s leading business and 
financial centres.

Chief among these economies are Hong Kong and 
Singapore, where major proposals to improve the former’s 
regulatory regime for listed entity auditors and the latter’s 
implementation of the second phase of its Companies 
(Amendment) Act are expected to take effect in 2016. 

But other, smaller economies are also seeking to keep pace 
with their bigger regional counterparts. Thailand, for example, 
is following Organisation for Economic Co-operation and 
Development (OECD) guidance in considering the introduction 
in 2016 of its first law relating to transfer pricing. If the legislative 
process moves quickly enough, Thai tax authorities may require 
taxpayers to start providing transfer pricing documentation from 
the 2015 tax year, due on 30 May 2016, Benjamas Kullakattimas, 
head of tax at KPMG Thailand, notes.

Not to be outdone, ASEAN economic outlier Malaysia is 
also in the midst of changes to improve the quality of financial 
reporting among small and medium-sized entities and to review 
its listing requirements related to 
disclosure and corporate governance 
(see sidebar). 

But first to Hong Kong, where a 
survey conducted by KPMG prior to the 
2015/16 Budget showcased much of 
the business and financial community’s 
angst surrounding the government’s 
proposed amendments to the tax 
system. Survey respondents wanted 
tax incentives for group headquarters/
service companies in Hong Kong and 
worried about the potential leakage of 
confidential business information under 
the move to exchange tax information.

It seemed that the government 
was listening to some of the feedback 
because it subsequently announced 

‘With the 
government’s 
efforts, Hong 

Kong should be 
well placed as 

an international 
business and 

financial centre’

16 Focus | Regulatory reform

Accounting and Business 01/2016

AP_F_2016.indd   16 01/12/2015   15:13



well deter managers who may otherwise wish to move their asset 
management businesses to Hong Kong.

‘So whether Hong Kong can position itself as the preferred 
asset management location remains to be seen. That said, with 
the government’s efforts to introduce the CTC regime and IP 
holding hubs in Hong Kong, we believe the territory should be 
well placed as an international business and financial centre in 
the next few years.’

Bring the curtain down on self-regulation
The most significant change for Hong Kong’s auditing 
profession, however, is the proposal to improve the regulatory 
regime for listed entity auditors. Following a public consultation, 
the government is drafting a legal amendment to reflect the 
final proposed regulatory reform. Once the drafting is done the 
proposed amendments will be heard by Hong Kong’s Legislative 
Council in 2016 for approval and subsequent implementation.

Under the proposal, the Financial Reporting Council (FRC), 
an independently run organisation, will become the primary 
regulator of listed entity auditors. This change will officially bring 
the curtain down on self-regulation in Hong Kong for listed entity 
auditors. Under the new proposal, all matters related to the 
performance of listed entity auditors will be the responsibility of 
the FRC, including investigation, inspection, disciplinary hearings 
and sanctions. Most importantly, it will make Hong Kong 

eligible to apply to be a member of the International Forum of 
Independent Audit Regulators (IFIAR).

‘In the big picture of global capital markets, being a member 
of IFIAR will add credibility to Hong Kong as a robust capital 
market because its auditors of listed entities will be under the 
monitoring of an independent regulator, which will generate 
greater confidence in the quality benchmark of Hong Kong’s listed 
entity auditors,’ says Clement Chan, immediate past president of 
the Hong Kong Institute of Certified Public Accountants.

‘The other immediate benefit is that audit opinions of listed 
entities will gain immediate recognition and acceptance by 
the member states/jurisdictions of IFIAR. In short, the wider 
acceptance and recognition of the quality and integrity of Hong 
Kong listed entity auditors will no doubt enhance the status of 
Hong Kong as an international finance and business centre.’

Tax policy is a critical area for Hong Kong’s reputation 
as a transparent and compliant international financial and 
business centre. A commitment to combat cross-border tax 
evasion and engage in long-term fiscal planning has seen 
the continued expansion of Hong Kong’s tax treaty network, 
with comprehensive double tax agreements signed with 32 
jurisdictions and 10 more in negotiation. 

At the global level, the Hong Kong government has 
committed to implement the OECD’s Common Reporting 
Standard (CRS). Hong Kong will adopt the new standard on » 
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April 2015, the Accounting and Corporate Regulatory Authority 
announced that the legislative changes would be effected in two 
phases. The first phase was implemented on 1 July 2015; the 
second will begin in the first quarter of 2016. ■

Kate Watson, journalist

the automatic exchange of information (AEOI) in tax matters, 
making financial institutions report to the IRD specified financial 
account information on a regular basis, so that the territory 
can exchange such information with other jurisdictions. The 
timetable is to introduce the relevant legislative amendment bill 
in early 2016 with a view to beginning the first exchanges with 
appropriate partners in 2018.

‘AEOI is at the top of the Hong Kong government’s 
agenda,’ says Florence Chan, partner and business tax services 
leader, financial services, at EY Asia-Pacific. ‘The plan is that 
the government can enter into its first Competent Authority 
Agreement at the end of 2016 and financial institutions will then 
have to file returns to the IRD in May 2018. As such, Hong Kong 
can commence its first AEOI at the end of 2018, in line with the 
requirements under OECD. Hong Kong is committed to adopting 
this international trend to cooperate with other countries in terms 
of sharing relevant information for tax purposes.’

‘The biggest impact will be on financial institutions,’ Chan 
continues. ‘They will have to revisit their current account opening 
procedures to make sure they know the tax residency of the 
account holder and amend their systems in order to extract the 
relevant information for exchange with other countries.’

Similar change in Singapore
Like Hong Kong, Singapore is pursuing similar change. 
The second phase of the implementation of the city-state’s 
Companies (Amendment) Act is expected to begin in 2016. Key 
elements of the second phase are an extension of directors’ 
disclosures requirements to CEOs; the removal of one share, one 
vote for public companies; provisions relating to the revision of 
defective accounts; a new exemption from the preparation of 
financial statements for dormant non-listed companies; and the 
extension of summary financial statements to all companies.

The second phase changes have more limited impact to 
auditors and financial statements as compared to phase one. 
Nevertheless, the new exemption for dormant non-listed 
companies and the provision relating to revision of defective 
accounts may have some impact. The exemption (for dormant 
non-listed companies with total assets during the financial year 
not exceeding S$500,000) will reduce the compliance burden 
and costs for dormant companies. Currently, a dormant company 
is exempted from the statutory audit requirements but is still 
required to prepare financial statements.

In relation to defective accounts provision, the new sections 
provide alternative remedies when defective accounts are 
detected. They will allow an application to court to determine 
if financial statements are defective/non-compliant, as well as 
facilitating voluntary revisions to defective financial statements. 
Currently, the only enforcement action available is to prosecute 
the directors. The new provision will allow directors to rectify the 
financial statements before the issuance of the subsequent year’s 
financial statements. However, if the breach has occurred, the 
directors may still be potentially liable, and auditors will have to 
reissue their report.

The act was passed by parliament in October 2014. On 15 

Malaysia’s new standard for SMEs

The introduction of the Malaysian Private Entities Reporting 
Standard (MPERS), effective from 1 January, represents a 
significant milestone in Malaysia’s drive to smoothen cross-
border investment and trade between small and medium-
sized entities (SMEs). According to Mohamed Raslan Abdul 
Rahman, Malaysian Accounting Standards Board chairman 
and former managing partner of KPMG Malaysia, the 
MPERS should make it easier for SMEs to do business 
overseas, as financial statements will be comparable to 
those in at least 73 countries, including the UK, Australia, 
Hong Kong and Singapore. ‘In the long term, there 
should be a reduction of reporting costs for cross-border 
activities, especially among the multinational companies 
that have their share-based centres in Malaysia,’ he says.

Previously, Malaysian SMEs largely adopted the Private 
Entity Reporting Standards (PERS), broadly based on the 
International Accounting Standards Board (IASB). MPERS 
is substantially based on the requirements of International 
Financial Reporting Standards (IFRS) for SMEs, issued by 
the International Accounting Standards Board in July 2009, 
which is a sister framework to full IFRSs albeit less complex 
and with significantly reduced accounting disclosures.

A public consultation on the Malaysian stock 
exchange’s proposed disclosure and corporate 
governance amendments closed on 13 November 
2015. This year the exchange is expected to finalise the 
amendments and announce enhancements to the contents 
of annual reports, particularly in relation to the disclosure 
of non-financial information; key audit matters, including 
international standards; shareholder engagement and 
corporate governance practices of listed issuers. 
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The power of three
While the economic element of the new ASEAN Community is grabbing all the 
headlines, the other two aspects are vital for long-term success, says Errol Oh

The 10 countries in South-East Asia are 
now officially the ASEAN Community. 
The status switch happened at the tail 
end of 2015, around 12 years after 
the members of the Association of 
Southeast Asian Nations had agreed 
on its establishment to ensure ‘durable 
peace, stability and shared prosperity in 
the region’.

The initial plan was to build the 
community by 2020. However, in 2007, 
the association lopped five years from 
the timeline because of a realisation that 
integration must be hastened in order 
to maintain ASEAN’s ability to shape its 
destiny. A roadmap was in place from 
2009 and, during last November’s ASEAN 
Summit in Kuala Lumpur, the member 
countries jointly declared its formal 
establishment on 31 December.

The community is, in fact, three 
rolled into one: the ASEAN Political-
Security Community, ASEAN Economic 
Community (AEC) and ASEAN Socio-
Cultural Community. These three pillars 
are meant to be closely intertwined and 
mutually reinforcing, but the AEC naturally 
gets the most attention because it deals 
with dollars and cents, and therefore has 
a more immediate and tangible impact.
Also, economic changes are easier to 
measure than progress in politics, security, 
society and culture. There is even a 
scorecard to monitor the implementation 
of the AEC initiatives.

The declaration in November is not a 
certificate of completion; it is a milestone 
to indicate the transition from one phase 
to the next. In other words, the ASEAN 
Community is still a work in progress, with 
new blueprints to steer the development 
of its three pillars over the next decade.

To achieve the goal of regional 
economic integration, ASEAN believes 
that the AEC by 2025 needs to be highly 
integrated and cohesive; competitive, 
innovative and dynamic; functioning 
with enhanced connectivity and sectoral 
cooperation; a more resilient, inclusive, 
people-oriented and people-centred 
community; and integrated with the 
global economy. The immediate priority 

is to take care of the 2009-2015 roadmap’s 
unfinished business. The target is to get 
this done by the end of this year.

However, ASEAN acknowledges 
that economies as well as domestic and 
external environments are constantly 
evolving. This is why the process of 
integrating the regional economy has 
been updated to take into account 
recommendations from two studies and 
input from stakeholders.

Over the next decade, the association 
aims to ‘provide a new emphasis on the 
development and promotion of micro, 
small and medium enterprises in its 
economic integration efforts’ and to 
‘embrace the evolving digital technology 
as leverage to enhance trade and 
investments, provide an e-based business 
platform, promote good governance, and 

facilitate the use of green technology.’ 
Hopefully, just as much thought and effort 
goes into the other two pillars.

The ASEAN Community is not just a 
collection of economies. It is home to 
more than 620 million people who want 
to enjoy human rights and fundamental 
freedoms, higher quality of life and the 
benefits of community building. The 
ASEAN Community Vision 2025, adopted 
at the summit, states: ‘We envision a 
peaceful, stable and resilient community 
with enhanced capacity to respond 
effectively to challenges, and ASEAN as 
an outward-looking region within a global 
community of nations, while maintaining 
ASEAN centrality.’

That would be an impossible dream 
if the community were to have only one 
strong pillar when it ought to have three. ■

Errol Oh is executive 
editor of The Star 
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New kid on the block
Growing dissatisfaction among finance professionals with banking services may give 
emerging non-bank service providers an opening, reports Cesar Bacani

Like other financial journalists in Asia, 
I was at the 2015 Sibos conference in 
Singapore in October. In this annual 
gathering of the world’s banks, CFOs 
and treasurers, delegates share 
experiences with and expectations 
of banking services, and the latest 
technology, regulatory and best-practice 
trends in financial management.

The outspoken Damian Glendinning, 
treasurer of computer maker Lenovo and 
president of the Association of Corporate 
Treasurers Singapore, had a lot to say. ‘As 
a private consumer, with my very modest 
amount of funds available, I get far 
better service than I do as a treasurer of a 
Fortune 500 company,’ he said. 

‘The online banking tools that you 
have available to you as a consumer are 
far better than the ones that are available 

to a corporate,’ he added. ‘They’re far 
more advanced, they’re far more user-
friendly and in many cases they’re often 
far more secure.’

And corporates are finding it difficult 
to open banking accounts. The process 
could take up to three months because 
of the increasingly stringent Know Your 
Customer (KYC) vetting required by 
regulators. ‘We’re all providing the same 
documents 19 times to different banks 
and often to different branches of the 
same bank,’ said Glendinning.

It’s not all that bad, though. I spoke 
to Penny Hembrow, vice president and 
global lead, financial services, at IT and 
business process services company CGI. 
Based on a CGI-sponsored survey of 269 
corporate practitioners, corporates are 
actually broadly satisfied with financial 

institutions, said Hembrow. Six out 
of 10 respondents in Asia Pacific said 
that they were highly satisfied with 
their main banking partners. But the 
survey also detected ‘new areas of less 
satisfaction in terms of how the banks 
are supporting their corporate clients,’ 
with 39% of those surveyed intending to 
renegotiate agreements or look for new 
banking partners. 

The dissatisfaction may give non-bank 
service providers an opening. These 
fintech (financial technology) companies 
offer alternative payment networks, 
capital-raising platforms and other 
alternative financial services. According to 
Hembrow, confidence in the reliability of 
the fintech upstarts is growing.

Hembrow noted that ‘24% of corporate 
respondents are confident in non-bank 
FX providers. ‘And they are looking at 
third parties to provide things like mobile 
wallets, KYC and on-boarding. Just like 
the consumer market is thinking outside 
their traditional banking relationships, 
we’re starting to see corporates also 
exhibit that desire to look outside, where 
they think they can get special services.’

Finance professionals, as a rule, are 
conservative folks, and that is especially 
true of treasurers. ‘Clearly there’s a 
great leap of faith for corporates to go 
over from dealing with trusted banking 
partners,’ said Glendinning. But he thinks 
that corporates could make that leap 
of faith. ‘I actually sympathise with the 
bankers because they are dealing with 
regulations which aren’t even clear,’ said 
Glendinning. ‘So the tendency is to go 
overboard and make sure you’re covered 
against everything.’ 

But if the banking system becomes so 
rigid and expensive as a result, ‘you might 
reach the point where even us highly 
conservative corporate treasurers might 
say “Let’s go with these other guys. It’s so 
much easier.’’’

Things are changing. Finance 
professionals in corporates, banks and 
in the emerging fintech companies 
should start thinking about what this 
means for them. ■

Cesar Bacani is editor-in-
chief of CFO Innovation
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Have your say
Most members might be happy with the work ACCA is doing, but to be truly representative, 
we need to understand your needs and views, urges ACCA president Alexandra Chin

May I take this opportunity to wish 
you all a very happy, healthy and 
prosperous 2016.

At the end of last year, one of ACCA’s 
most important regular meetings took 
place in London. The event was ACCA’s 
International Assembly, and it brought 
senior member advocates from around 
the world together to discuss a range of 
topics on how to ensure that we in the 
organisation deliver support and services 
to you, our members, and that we are 
equipped to face the challenges that 
are presented by the global business 
environment.

International Assembly delegates 
represent specific countries or regions 
and provide ACCA with a direct line to 
what member networks are thinking, what 
they feel about the ACCA designation, 
and what they reckon to the direction that 
ACCA is taking. Their input provides a 
vital extra dimension to the extensive and 
ongoing research that ACCA undertakes 
directly with members, students and other 
stakeholders. What the International 
Assembly tells us plays an influential role 
in helping to develop ACCA’s strategic 
direction and delivery.

Among the issues the International 
Assembly considered in its meeting 
last November (see also page 64) was 
how we can encourage greater member 
engagement with ACCA. In this changing 
world, many professional bodies are 
facing challenges in building the number 

of members who are actively engaged in 
shaping the future of their professional 
organisation. For example, only around 
3% of members voted in ACCA’s last 
annual general meeting, which took place 
in September, even though a group of 
members had put forward a number of 
thought-provoking resolutions that would 
have changed the direction that ACCA 
was taking in a number of important areas 
if they had won enough votes.

While the number of those voting on 
what may appear to be internal ACCA 
issues might not reflect the true level of 
member engagement, it does give an 
indication that there is work to do.

It may be that the majority of members 
are happy with the work we’re doing. 
It may be that members simply want 
to qualify, complete their CPD, retain 

their membership and continue to be 
successful, and that is all they require of 
their professional body. But, to be truly 
representative, we do need to understand 
what your needs and views are.

The discussions we had at the 
International Assembly will help to inform 
work that has already been started by 
Council. ACCA vice president Leo Lee is 
leading a taskforce to look into how we 
can encourage greater engagement.

I look forward to reporting back and 
showing you how your Council is working 
to ensure that ACCA not only promotes 
and represents you, but also ensures that 
outstanding opportunities are open to you 
throughout your career. ■

Alexandra Chin runs her own practice in 
Sabah, Malaysia

To be truly 
representative, 
we do need to 

understand what 
your needs and 

views are

21Alexandra Chin | Comment

AP_INT_COM_pres.indd   21 03/12/2015   14:50



Snapshot: mining

Mining’s story is dominated by the 
environment, and by commodity 
pricing. Miners need approval 
for exploration and development 
and gaining it can take years. 
Government responses are likely to 
refl ect local environmental issues 
and community concerns, and there 
can be very rigorous reporting 
requirements on what and how 
much is taken out of the ground.

As far as value goes, it’s no 
surprise that times are tough. 
Commodity prices are universally 
low for oil, iron ore, coal, platinum 
and copper. Mining operations gear 
up and expand when prices are 
high. The result can be over-supply, 
at which point prices start to fall, 
as is the case with iron ore, where 
the price has fallen by over half 
to around US$50 per tonne. More 
effi cient operations can still secure a 
good margin and have little reason 
to limit production. That leaves 
smaller and higher-cost operators, 
and their SME suppliers, squeezed.

Mining companies need fi nance 
professionals who understand the 
basics, but who also have specialist 
skills around impairments, which 
feature heavily in their accounts 
because of commodity pricing, 
foreign exchange risk and high 
operating costs. Coming to a sound 
conclusion on the numbers requires 
an overview of these issues as well 
as extraction costs, development 
and logistics. Treasury skills around 
FX hedging are highly prized.

Tim Biggs, UK mining leader, Deloitte

Accountants face tremendous 
challenges and pressure to build 
a credible, reputable and globally 
competitive capital market. These 
challenges include enhancing 
transparency, governance and 
accountability; harmonisation and coping 
with diverse information needs; and 
moving up the value-added ladder. To be 
relevant as an accountant today and in 
the future, we need to be comfortable 
with the use of computers, accounting 
software, information gathering and 
analysing tools. We also need to have 
a broad knowledge of business and 
economy around the world.

The accounting profession has 
had a positive impact on my life. 
First, the profession has made 
me feel like a contributor to the 
economic development of the world; 
my organisation has benefi ted from 
my decision making towards future 
performance improvement. Secondly, the 
profession has shaped my discipline. 

After spending four years in Australia, 
I am back in my homeland, Malaysia. 
What really motivated me to return was 
the thought of being able to contribute 
to the development of this nation 
by sharing the expertise, skills and 
experience I gained during my time 
abroad. Brain drain is a huge hurdle 
to Malaysia’s aim of becoming a high-
income nation by 2020, placing increasing 
pressure on business leaders to address 
the loss of the skilled workforce. 
Malaysia needs many more professional 
accountants to put forward its plan of 
economic transformation.

Malaysia is now turning into an 
internationally competitive fi nancial 
hub, which offers a cost-effective 
workforce, particularly when 
compared to its more developed Asian 
competitors. Thus I am looking forward 
to my new role as a group accountant to a 
joint-venture multinational entity that has 
made Malaysia its headquarters. ■

A company’s accountants play an 
important role when it comes to 
deciding major expenditure. For 
companies like BHP Billiton there will 
be numerous major projects on the go. 
Some of these will be worth billions, like 
the AU$3.6bn expansion and growth 
project in BHP Billiton Worsley Alumina 
that I was privileged to be involved with 
during my time there.

I’ve been involved in many projects 
throughout my career, especially 
participating in SAP implementation. 
My knowledge and understanding 
of the accounting process was an 
important aspect of my involvement. 
A key skill I have acquired is the ability 
to successfully implement and manage 
new accounting systems and procedures. 
I enjoy the challenge of integrating a 
new system and working with the wider 
accounting team to ensure a smooth 
and productive workfl ow. I always 
consider myself ‘a leader without a title’, 
coordinating a small team overseeing 
certain aspects of a project.

ACCA provides me with the skills 
necessary to accept any responsibility 
and challenge. In the business world, 
professional accountants are viewed as 
excellent problem solvers and my day-
to-day work constantly provides me with 
new issues and new circumstances to 
apply my knowledge and insight.

Farid Affandi ACCA, group accountant, USG Boral 
Building Products, Malaysia

The view from
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Making the case for integrated reporting
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Making the case for IR
Malaysian firms have been slow to adopt integrated reporting but, says PwC’s assurance 
leader Pauline Ho, there are clear benefits for those who take the plunge

A report on a recent benchmarking 
exercise by PwC Malaysia has found that 
only a small number of top Malaysian 
public listed companies (PLCs) have 
made a concerted effort to improve 
their corporate reporting and embed 
content from the Integrated Reporting (IR) 
Framework into their businesses. 

According to PwC Malaysia’s 
assurance leader Pauline Ho, who led the 
benchmarking exercise, which surveyed 
Bursa Malaysia’s top 50 companies: ‘These 
are the companies that will start talking 
more about their strategies and try to 
link these to their priorities, as well as 
describe their business model and how 
this will help deliver value and achieve 
their objectives over the longer term.’ 

The IR framework provides companies 

with a starting point for driving integrated 
thinking and reporting in an integrated 
way. Following its issuance in December 
2013 by the International Integrated 
Reporting Council (IIRC), two Malaysian 
companies, Sime Darby and Felda Global 
Ventures, publicly announced that they 

would adopt the IR framework as part of 
their corporate reporting.  

Broad framework 
But, says Ho, ‘It will be a while yet before 
we see more traction…it is a journey. 
What’s important is that companies look at 
IR beyond just a mere corporate reporting 
exercise. While it is called integrated 
reporting, ultimately it is a framework (not 
only focused on reporting) and it’s not very 
prescriptive. There are content elements 
and guidelines that are recommended with 
a view to helping companies articulate 
what their value creation activities are. This 
will help ensure that their stakeholders 
will be able to benefit or see the company 
grow over a period of time.’

IR is the means by which broader value 
drivers, which are managed internally, 
are communicated to investors and other 
stakeholders. It’s meant to provide a more 
complete picture of a company, and is 
achieved when it shows how everything 
links together – for instance, how 
governance interacts with remuneration 
and risk, when strategy is designed to 
capitalise on the opportunities presented 
by a changing market environment, 
and when strategic priorities align with 
key resources, relationships and key 
performance indicators.

In PwC’s 17th Annual Global CEO 
Survey, Fit for the Future: Capitalising on 
global trends, 75% of the CEOs polled 
said measuring and reporting the total 
impact of the company’s activities across 
social, environmental, fiscal and economic 
dimensions contributes to the long-term 
success of their organisation. » 

What makes a good integrated report

PwC’s study of the top 50 PLCs revealed examples of good corporate reporting by 
companies such as Sime Darby, Astro Malaysia, Digi.com and Nestlé (Malaysia). 
Assurance head Pauline Ho says it is important to be concise and recommends 
articulating in one page what the company’s strategy is and how it intends to 
achieve it; she also says many companies are making effective use of infographics 
to tell their story. PwC’s report, Inspiring trust through insight: Integrated 
Reporting in Malaysia, is available at bit.ly/pwc-ir-my
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IR videos 

Watch our videos with 
Paul Druckman, CEO of the 
International Integrated 
Reporting Council, and John 
Lelliott, fi nance director of 
The Crown Estate, on the 
importance to business of an 
integrated report. Go to 
bit.ly/ACCAplaylist

assessment. ‘This is to see where they 
are in terms of reporting, and then we 
dig deeper to see whether the gaps 
they have are the result of not having 
the information or an unwillingness to 
disclose the information,’ says Ho.

The tool for this exercise has been 
used in PwC UK for the past 10 years, says 
Ho. ‘It was introduced as value reporting 
initially by PwC UK, but many of the 
concepts are similar to the fundamentals 
of integrated reporting,’ she explains.

The crucial next step is a roadmap, she 
continues. ‘This breaks things into modules 
for companies to think about. For example, 
in engaging with stakeholders, companies 
should think about what the material 
issues for stakeholders are in relation to 
the company and see how these tie in with 
its goals,’ she adds.

historical reporting continued to 
be the focus, with companies reluctant 
to provide insight into future plans. 
It was also found that although there 
were cosmetic changes to images and 
fonts, in many cases the content had 
simply been rolled forward from the 
previous year. This was especially evident 
for governance reporting. 

‘There’s a lot of description of what’s 
done based on requirements, as opposed 
to what the board discusses, the risks the 
company faces… [Including] this will make 
a company stand out because it’s specifi c. 
When investors read it they understand 
why the company is focusing on certain 
areas, what the risks and opportunities 
associated with these areas are. All this 
will help the company’s internal alignment 
as well,’ says Ho.

Another key theme the study 
uncovered is that silo reporting is still 
prevalent. PwC concedes that although 
standalone reporting sections offer good 

communications and disclosures, there are 
opportunities to connect this information 
to other areas of the annual report. 

So what is preventing companies 
from starting on the IR journey? One 
of the biggest challenges, says Ho, is 
that they fear they will be giving away 
competitive information. Another concern 
is clarity. ‘There is also the issue of 
conciseness…in terms of how to tell the 
story in a concise manner, how to distil 
what is material…that’s a challenge,’ 
she says, adding that discussion of the 
material issues that affect stakeholders 
is a crucial element. 

Not a once-a-year exercise
Where companies are keen to embark 
on IR, PwC believes it has a role to play. 
As a starting point it recommends a gap 

PwC also reported that academic studies 
are starting to fi nd evidence that issuing 
an integrated report will positively 
infl uence the valuation of a company and 
makeit more likely to attract a longer-
term investor base. According to PwC, 
further research by Black Sun, a corporate 
communications consultancy, shows that 
companies that have embarked on the IR 
journey have seen clear benefi ts, including 
better understanding of business 
opportunities and risks, improved 
decision making and more collaborative 
thinking about targets and goals by the 
board and strategy departments. 

Closer to home, the Malaysian 
Institute of Accountants (MIA) 
has said that IR is a ‘game changer 
for corporate reporting that enables 
investors to make informed decisions, 
and organisations to better attract 
sustainable capital and fi nancing’.  

A chance to gain insight
Ho, who is a member of the MIA’s IR 
steering committee, notes that ‘When we 
engage with investors they do say that 
information currently available in annual 
reports is very historical, rear-view mirror 
information. So they do agree that if 
companies were to share the elements 
in IR, such as the company’s strategy 
and resource allocation and governance, 
and link that to performance, they would 
be able to gain better insight into the 
company,’ she says, adding that ‘getting 
that investor buy-in is important’. 

However, progress has been slow. 
Having analysed the state of corporate 
reporting of Bursa Malaysia’s top 
companies over the past two years (top 30 
in 2014 and top 50 in 2015), Ho says what’s 
been consistent in PwC’s benchmarking 
exercises is that most companies have not 
even started the IR journey. 

‘When we started benchmarking for the 
fi rst time in July last year, many companies 
had just heard about IR because it had 
cropped up in the media and gained 
some traction at forums organised by the 
Securities Commission; so companies have 
heard something, but none said they were 
doing anything in that regard,’ she says.

Malaysia has yet to make IR 
compulsory and at this juncture Ho 
believes it’s unlikely. ‘The MIA recently 
conducted a survey with ACCA and one 
of the questions posed was if IR should be 
mandated; it would be interesting to see 
the results for that,’ says Ho.

PwC’s study of PLCs showed that 

‘IR enables 
investors to 

make informed 
decisions, and 
organisations 

to better attract 
sustainable capital 

and financing’
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It’s important to remember, too, that 
IR is not a once-a-year exercise. ‘To come 
up with data for an integrated report, 
you have to be doing it the whole year…
so the whole mindset needs to change. 
You need a change agent to help push 
that through and there must be buy-in 
from the top – the CEO and the board 
must agree that this is a journey they want 
to take. Otherwise you won’t have the 
resources and you may find that other 
departments are not cooperating. 

‘But the education process to gather 
the buy-in is important…someone from 
the strategy, corporate communications 
or finance department can be the lead 
in being that change agent. And even 
if a company doesn’t come up with 
an integrated report, the fact that the 
different departments engage with 

each other in order to understand each 
other better and understand how things 
connect to achieve the overall strategic 
objectives has its benefits,’ she says. 

She adds that when companies 
embark on the IR journey, more often 
than not they find that there are gaps 
in their data collection, and that’s when 
they start to fix some of those gaps. 
‘When they say, “This is my strategy and 
I have five priorities,” they may not have 
the right measurement for each of the 
priorities. Without putting it down they 
may not have necessarily thought  
through the process. So it challenges 
companies to think about what are 
important measures and when this 
has been set up, it can be used as a 
dashboard to monitor how they are 
doing…after all, to come up with an 

integrated report the company needs to 
see how it is doing throughout the year,’ 
she says. 

Ho adds that small and medium 
enterprises can also gain from preparing 
an integrated report. ‘Family-owned SMEs 
will benefit from IR in that when the next 
generation takes over it will help to know 
what are the values that are important. 
And having the strategy to transition to 
the next generation is also important for 
the people who work in the company.’

 ‘But it’s important to remember that IR 
is not prescriptive. And companies cannot 
copy other reports because once you 
copy the report loses its authenticity…
you cannot use other people’s story to tell 
your story,’ she says. ■

Sreerema Banoo, journalist
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After graduating from Shanghai 
University of Finance and Economics 
I joined a global fi nancial leadership 
training programme at a Fortune 500 
company. I learnt skills in accounting, 
fi nancial planning analysis and internal 
control and worked in Shanghai, 
Beijing, Tianjin, and Qingdao as well 
as Singapore, so I learnt about cultures 
and enhanced my communication skills 
with people from different regions. Later 
I worked for one of the largest worldwide 
family businesses, involved in setting up 
its Asia headquarters. I then moved to a 
startup healthcare group and experienced 
the initial set-up and IPO process. It’s 
the fi rst time I really jumped out of the 
box and became a key business partner. 
This job inspired me to start my own 
fi nancial consulting business.

The achievement I’m most proud of 
is starting my own business – JRJC. 
The business world is changing fast, 
especially due to the internet. More 
and more people are fi nding market 
opportunities and starting their own 
businesses. China is a market with huge 
potential for many industries, so business 
growth and scalable economies are 
virtually guaranteed. From the outset, 
JRJC can support fund raising, advise on 
internal management, liaise with legal, 
fi nance and tax professionals and help 
design company structures, business 
plans and analyses. Accounting and 
fi nance functions create fantastic value 
for business growth and expansion. 
Meanwhile, sound corporate governance 
drives a company holistically in a stable, 
sustainable direction, while helping the 
business to globalise. The company 
mission is perfectly aligned with my 
personal career goal – I aim to become 
a business partner and drive business 
growth through attracting funds via best-
in-class internal corporate governance 
and business analysis.

I’m currently taking an MBA at the 
Chinese University of Hong Kong. I 
want to have a better understanding of 
the social, economic and environmental 
impact of corporations and innovative 
business solutions on communities. 
When I transferred from manufacturing to 
the stem cell research industry, I deeply 
understood the impact government 
policies, customer demand and 
technological innovation had on business 
modules and operational direction. Many 
national and regional brands are reaching 
out for a global market presence and 
I wish to establish a better appreciation 
of geopolitical and cultural differences. 
The MBA could enable me to further my 
understanding of the role of government, 
corporations, social investment and 
philanthropy in global and national 
collaboration in various initiatives. My 
ambition is to be a business leader who 
can make a difference to the consumers 
and citizens of this global village. ■

Sound corporate 
governance 

drives a company 
holistically in a 

stable, sustainable 
direction, while 

helping a business 
to globalise

The view from
Wang Jierong Ellen ACCA, founder, Jie Rong Jing Cong 
Business Consulting, Shanghai, China

Snapshot: internal audit

Increased scrutiny on boards, 
higher expectations around 
business conduct and integrity, 
and more onerous disclosure 
requirements have resulted in 
greater reliance on internal audit. 

While this is particularly true 
in fi nancial services, companies in 
other sectors face similar demands 
and increasingly value the skills 
and insights of the internal audit 
function. It has an important role to 
play around complex risks as well, 
in areas such as cybercrime, which 
are high up the board agenda.

Delivering the required 
assurance and support with an 
expanded remit and limited 
resources is leading many internal 
audit teams to turn to co-sourcing 
to fi ll resource gaps and assist with 
new risk and reporting areas.

 It also means internal auditors 
with the right skills and qualities 
are in high demand. In particular, 
companies need people who can 
operate at the most senior level, 
are visible and strategically minded. 
Soft skills around communication 
and the ability to see problems from 
different perspectives are key, but 
diffi cult to come by. All of this is 
putting upward pressure on salaries.

 In return, it is a discipline 
that offers exposure to senior 
management and the opportunity 
to gain a broad perspective across 
business areas and geographies, 
making it a rewarding career choice.

 
Gordon Craig, director of 
internal audit, 3i
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Put the average audit team – 
overworked, under pressure from 
clients and mired in the complexity 
of the audit – together with the 
abstract and potentially complicated 
technological tools of big data 
and data analytics, and you might 
expect a resounding rejection 
from all parties.

But when one Big Four firm 
launched a massive global programme 
to digitise the audit process four 
years ago, the response from audit 
teams was not rejection. It was 
enthusiastic approval.

‘To my surprise, the teams loved 
it,’ says Felice Persico, EY’s global 
assurance leader, who is closely 
involved with the global programme’s 
development and implementation. 
‘Clients are impressed. They like the new 
audit experience.’

The use of analytics in audit is not an 
entirely new thing. For decades, analytics 
have been used here and there in the 
audit process, but it is only in the last few 
years that new technological advances 
have offered firms an opportunity to 
rethink the way they use analytics. The 
new paradigm, according to Persico, 
involves not just using analytics as a 
supplementary tool, but embedding it 
in every step of the audit and across the 
entire audit cycle.

EY is also in a unique position to 
do this: the firm employs a globally 
integrated business model that allows 
it to simultaneously deploy new tools 
and processes across every part of the 
organisation. This means that all EY’s audit 
teams around the world are able to use 
analytics in the same way, giving clients a 
more consistent audit experience.

Rolling it out
The main reason for employing analytics 
in audit, says Persico, is to enhance 
assurance. ‘The quality of audit over the 
years has been very volatile,’ he admits. 
‘Embedding analytics in audit is one way 
to stabilise audit performance and make it 
sustainable over the long term.’

Analytics allows audit teams to 
manage a much larger population 
of relevant data, thereby improving 
risk analysis, with the ultimate goal of 
increasing investor confidence. This 
potential gain in audit quality was 
sufficient motivation for EY to invest a 
whopping US$500m into transforming its 
audit, even before big data had become 
the buzzword it is today.

Taking centre place in this 
digitisation drive are EY 
Helix, a full suite of 
analytics tools, 
and EY Canvas, 
a global audit 
platform that 
lets audit 
teams around 
the world 
align their 
methodology. 
Both tools can 
be accessed 
on a range of 
devices including 
laptops, tablets 
and smartphones.

As with every large 
project, especially one 
involving new technology, 
the implementation 
was not without issues. 
Data access and 
data security 
emerged 
as major 

complexities, especially in relation 
to the regulatory landscape. Teams 
and clients alike had to be educated 
about the need for security and the 
importance of privacy.

The volume of data also became 
problematic: unlike regular analyses, 
which can be run off a notebook 
computer, big data requires capacity, 
especially when multiplied by the number 

of clients a firm serves.
‘We were able to handle 
the issues through a 

rigorous and disciplined 
approach, what I call 
implementation 
excellence,’ 
says Persico of 
these obstacles. 
‘Projects like this 
require a big 
investment in 
people, processes, 
and technology at 
a global level.

In general, 
he notes, new 

technology at the 
auditor’s end 

poses no » 

An improved experience
Applying data analytics to the audit process allows better risk analysis, leading to 
increased investor confidence, as EY’s global head of assurance Felice Persico discovered

▲ Felice Persico
Global assurance leader 
at EY
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additional risk compared to what the 
company may bear in the course of 
business. As the profession is already 
a disciplined one with high awareness 
of confidentiality and data security, 
implementation challenges have tended 
to be more technical than operational.

A warm reception
So far, both audit teams and their 
clients have been pleased with the 
new tools and methods.

‘The teams using EY Canvas gave 
feedback that it was faster, simpler, 
transparent, and enabled project 
management,’ says Persico. ‘My favourite 
description is “transparent”. In the past, 
audit was called the black box: teams took 
the work papers and disappeared into the 
office with them, and from there no one 
heard anything until the work was over.’

Now, data analytics tools provide a 
level of transparency that audit teams 
have previously had difficulty achieving. 
Because all the information is online, 
the team can have a complete overview 
of the process, including access to 
all work papers. Audit evidence can 
be more effectively reviewed and 
communications are clearer.

At the same time, the new tools 
provide auditors with an increased level 
of business insights and understanding. 
The improved access to data lets teams 
fine-tune their analysis, identify areas 
of concern and adjust the process 
where appropriate. Furthermore, it 
allows a specific, tailored approach for 
each client, one that focuses better on 
the important risks. 

This improves client dialogue and, 
in consequence, the all-important 
professional scepticism that is so vital 
to audit quality.

‘Younger generations expect 
the technology,’ Persico says of the 
excitement EY’s audit teams have 
displayed about the changes. ‘The 

new generation in particular is hugely 
responsive to digitisation. When you take 
people fresh out of school and college 
and put them in this new technologically 
based audit, there will probably be 
fewer barriers [to their understanding] 
compared with traditional audit.’

Clients, meanwhile, have commented 
that they are better able to see what risks 
are really important and can gain more 
insights into their own business.

‘Having seen all the data, they feel 
more secure,’ says Persico. ‘This includes 
the audit committee, the board of 
directors, management, investors, the 
community – all stakeholders.’

Interestingly, while responses to EY’s 
new take on audit have been positive, the 
level of reaction has varied around the 
world and is driven largely by regulation. 
In Europe and the UK, for example, 
mandatory rotation means that companies 
are highly focused on value propositions 
when selecting new auditors. Hence, 
the use of analytics and other innovations 
represents a significant competitive 
advantage in these markets and is 
eagerly embraced.

In contrast, the US market lacks the 
push for constant change and is hence 
more stable. So, while innovation is still 
accepted, it is less of a driving force.

A more relevant profession
Analytics has already improved the audit 
experience for clients, and it should 
improve the day-to-day experience 
of auditors too – ideally relieving some 
of the stress inherent in the profession 
and making the work more interesting, 
with a consequent impact on talent 
attraction and retention.

More importantly, there is potential 
for analytics to increase the profession’s 
relevance. In times to come, Persico 
speculates, analytics will be embedded 
in day-to-day audit, forming part of a 
continuous process rather than the current 
sporadic model.

The next step will then be to analyse 
data from inside the organisation and 
compare it with external data. Rather 
than focusing on historical financial 
statements as it does now, the audit 
process will compare a company’s current 
performance to the market and carry out a 
real-time analysis of what is happening in 
the company at present.

Taking that a step further, audit will 
become more future-focused: ‘Audit 
will evolve from looking at what has 
gone wrong, to real-time analysis of 
what is going wrong now. It will be 
about comparing current performance 
to the market and giving a better 
forward-looking projection of the future, 
and that, for me, is what makes audit 
relevant,’ he says.

Even as this happens, technology 
will continue to advance, driving further 
changes in audit, and firms will have to 
invest in continuous, sustained innovation 
to keep up. A 2013 study by the Oxford 
Martin School found that accounting and 
auditing are among the professions most 
likely to be disrupted by innovation and 
technology, and adaptation will be key to 
survival – not only for auditors and their 
clients, but also for investors, stakeholders 
and even standard setters.

And this is a good thing, according 
to Persico. ‘Technological disruption 
will help audit focus on areas that 
are more important to the investor,’ 
he says. ‘The future will be about 
things like risk analysis, cybersecurity, 
the ability of the company to detect 
fraud. Stakeholders will want more 
and different assurance. So I welcome 
the disruptions that will help audit 
move forward and make it more relevant 
to the future.” ■

Mint Kang, journalist

‘Embedding 
analytics in audit 

is one way to 
stabilise audit 

performance 
and make it 

sustainable over 
the long term’

Multiple uses for data analytics

Data analytics in audit involves extracting and analysing information relevant 
to a client’s internal business processes or external operating environment. 
The information may be historical, real-time or predictive. Applications of 
analytics in audit include:

* identifying discrepancies or unusual transactions

* determining whether estimates are reasonable

* benchmarking business performance

* measuring levels of compliance.
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Addressing the theme of ‘the 
profession the world needs’ at ACCA’s 
International Assembly meeting in 
November, panellists identifi ed the 
challenges facing accountants today. 

One of these challenges stems from 
the need to learn the lessons of the global 
fi nancial crisis in order to avoid repeating 
past mistakes while still encouraging growth. 

Melanie McLaren, executive director, 
codes and standards, at the UK’s Financial 
Reporting Council, said: ‘Our stakeholders 
want assurance that we have learnt the 
lessons from what’s gone wrong in the 
past, as well as capturing what’s worked 
well. But we have had a crisis and periods 
of austerity, and people want economic 
growth. So there’s a particular emphasis 
on reducing the burden on business. 

‘In the UK and internationally, 
regulators are having to work harder to 
justify any changes or new standards 
they put into place. They have to be 
proportionate and support economic 
growth over the longer term. That means 
we have to get better at doing the things 
accountants are meant to be good at – 
looking at the cost-benefi t analysis.’

However, regulators on their own 

cannot succeed in raising standards 
of accounting, reporting or corporate 
governance, McLaren admitted. She said: 
‘In recent years regulators have had to 
show that we have big sticks to wield and 
there’s a degree of mandation. But that’s 
about setting minimum standards, and I 
encourage the profession to be ambitious 
around making improvements and working 
with regulators to nudge things forward.’ 

This more voluntary approach to 
encouraging best practice has long been 
captured in the UK’s ‘comply or explain’ 
approach to the UK corporate governance 
code, while Australia has what McLaren 
termed the ‘clearer and more concise’ 
version of ‘if not, why not?’ 

She added: ‘Regulators can’t continue 
to raise the bar just by setting regulations. 
We all need to work together in the public 
interest to attain long-term sustainability.’ 

The middle ground
Paul Druckman, CEO of the International 
Integrated Reporting Council, also 
highlighted the need for a new approach 
to regulation and a longer-term 
focus. ‘We have been having a binary 
discussion about voluntary or mandatory 

[requirements],’ he said. ‘There is a middle 
way – where there is something you 
should do rather than something you want 
to do or have to do.’ 

Having recently attended meetings 
of the G20 and the B20 (independent 
business associations from the G20 
economies) in Turkey, Druckman sensed 
considerable interest in the idea that ‘we 
have gone too far towards “hard” law’. He 
said he had also heard a lot of talk about 
‘thinking longer term – that doesn’t mean 
long term but longer term; and looking 
forward, not just back’.

Panellists also highlighted the need for 
greater harmonisation in a variety of ways 
if the profession is to maximise its positive 
impact in the world. Petr Kriz FCCA, 
president of FEE, the European Federation 
of Accountants, referred to the audit 
reforms being implemented across Europe. 
‘There are so many member state options 
that creating alignment is pretty diffi cult,’ 
he said, calling on member states to 
coordinate their actions as far as possible. 

Going global
Kriz urged professional bodies to push 
for more international harmonisation for 

Adapt or be swept asideAdapt or be swept aside
A roundtable discussion at ACCA’s International Assembly in London in November 
warned that the profession must embrace change to succeed into the future
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the benefi t of their members. ‘The more 
international the profession gets, the 
more opportunities members will have,’ 
he said. ‘They can move crossborder, 
or stay where they want and work on 
crossborder issues.’

Kriz also urged professional bodies to 
‘promote and prefer quality over quantity’. 
He said: ‘This will help society and the 
public interest, but will also help the good 
practitioners to distinguish themselves 
from the bad guys, and build trust in 
professional accounting organisations.’

The importance of developing highly 
skilled professionals was emphasised by 
Sarah Blackburn, global treasurer and 
past president of the Institute of Internal 
Auditors. She argued that internal auditors 
already have broad skills – capability in risk 
management, in fi nancial and non-fi nancial 
areas, and in assurance around strategic 
and narrative reporting. These skills are 
need by audit committees and others 
having to report externally, who want more 
assurance to support their reports. 

She said: ‘The challenge internal audit 
has, along with every other part of the 
profession, is the shortage of highly skilled 
people to do the work. We are looking 

for people who can talk to the board, to 
non-execs on the audit committee, who 
have knowledge of the organisation and 
understanding of its culture, and have the 
ethical resources – which are grounded 
in being part of a professional body – to 
understand how their work relates to the 
public interest.’ 

She expressed concern that there are 
fewer opportunities today for individuals 
to serve apprenticeships in a range of 
audit and assurance roles and so gain 
the necessary capabilities. ‘People want 

instant results, and yet to grow someone 
who can commune with the board takes 
time and experience,’ she said. She 
challenged the profession to fi nd new, 
faster ways to ‘get professionals up to 
speed and interacting in the right way’.  

Accountant as concierge
All panellists picked up on the challenge 
facing the profession from new 
technology, digitalisation and big data. 

Kriz warned the profession would 
face ‘external competition, particularly 
from IT companies and new economy 
companies – because this is about big 
data processing and analysing data, and it 
will need large investments’. 

Blackburn suggested that 
sophisticated data processing and 
analysis would replace some accounting 
activities, and that the profession should 
focus on ‘the luxury end of the market – 
personal service’. She said: ‘Maybe there 
will be fewer accountants in the world, but 
we will be the ones acting as a concierge, 
helping organisations and individuals 
through the maze of regulation and all the 
other pressures they face.’ 

Druckman endorsed this theme, 
saying: ‘We need to get away from being 
those that provide data to those that 
actually understand data. With technology 
and big data, the problem we have is 
data overload. So what is important? 
What are the key things that your clients 
don’t understand or management 
don’t understand that may have a 
fi nancial aspect and that’s not just about 
transactions? 

‘The risk for the profession is that it 
gets stuck in bean-counter world, and 
unless we develop the profession with the 
skills and talent where it can be more in 
the world of analysis and understanding, 
then the profession could face a bleak 
and underpaid future.’ 

McLaren emphasised the opportunities 
provided in a high-tech future world: ‘We 
may need to take some risks ourselves 
in addressing this new world,’ she said. 
‘We need to use our imagination and all 
the skills we learn as professionals about 
exercising judgment and thinking through 
scenarios in a mindful and opportunistic way.’ 

ACCA president Alexandra Chin 
concluded the discussion by summing 
up the mood in the room: ‘Change is 
unavoidable. We must all embrace the 
change that is coming and stay relevant.’ ■

Sarah Perrin, journalist

The risk is we get 
stuck in a bean-

counter world, and 
unless we develop 

the skills, we 
face a bleak and 

underpaid future 
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Check-up or check-in
Could the cumbersome appraisal process be on the way out, saving millions in lost 
productivity, in favour of a lighter-touch review system – or is that just wishful thinking?

way? In the accounting and professional services industry, it has 
long been assumed that fair pay, a stable upward career path, a 
chance of financial security and the prestige of partnership would 
be enough to attract and retain bright young talent. However, we 
started to find that this was no longer the case.’

PwC’s research was collated into a white paper which argues 
that effective performance management programmes can deliver 
significant, tangible benefits, including increased productivity, 
a jump in project completion rates and – importantly – a 13% 
decrease in staff turnover. PwC started to make changes. 
A revised programme, based on constant feedback and 
culminating in a leaner annual check-and-balance, was piloted 
in the US, launched in September 2014 and will be progressively 
rolled out to PwC networks globally.

Across the Asia-Pacific region, Australia will likely be next, 
followed by Hong Kong and China, then Singapore, says Hong 
Kong-based Ewan Clarkson, PwC partner, human capital. Clarkson 
points out that the speed of adoption will vary in this region of up 
to 30 different countries, most of them emerging markets. It’s not 
simply a matter of cloning a global model because, he says, ‘what 
works in the US doesn’t work through an Asian lens’.

‘We’re dealing with different issues,’ he explains. ‘We have a 
skills gap – which, according to our research, is the top priority 
for CEOs in China, PwC included – and a resources shortage. 
Companies are trying to develop leaders from markets which are 
less mature, so their priorities are different.’ 

And, there are local labour laws to be considered. In China, for 
instance, an employee cannot be dismissed for under-performance 

without evidence, which a formal 
review process may provide. Clarkson’s 
role is to leverage the competencies 
built by PwC globally, and make them 
portable and scalable for Asian markets. 
‘Given the cultural implications, we 
need to adopt the model which will 
be successful within an Asian context 
together with what works best for our 
current environment’, he says.

Meanwhile, soft changes are 
occurring. ‘In Hong Kong, we have 
already launched a mobile dashboard 
of performance so our people know 
their progress while working flexibly,’ 
Clarkson says. 

Deloitte agrees that performance 
management is by and large ‘broken’, 

Performance appraisal in the workplace has utilitarian 
roots. It began as a way to determine salary – a pay cut 
or pay rise resting on the assessment of the supervisor 

– and by the 1990s, it was a rare company that didn’t have 
an annual or twice-annual review process in its HR toolkit. 
No one looked forward to appraisal season, but it took the 
millennials (those born between the early 1980s and early 
2000s, also known as Generation Y) to bring about change 
and force employers to reconsider. And, argues Anne 
Donovan, human capital leader at PwC in the US, pleasing 
this cohort is critical, as millennials make up the bulk of the 
workforce and will leave if their needs aren’t met.

Various studies have found fault with the old annual or bi-
annual review processes, which are painted as administratively 
heavy and of little value anyway. New research by CEB, a best 
practice insight and technology company headquartered in the 
US, with branches in Hong Kong and Singapore, puts PwC and 
Deloitte among the 6% of Fortune 500 companies to have already 
re-engineered how they review individual performance, which 
CEB describes as an ‘irrelevant’ process costing millions in lost 
productivity each year. Far better, CEB says, for organisations to 
focus on conversations, not scores, to improve productivity and 
motivate employees.

Brian Kropp, CEB’s HR practice leader, says: ‘Rankings and 
scores were popular in the 1990s because they supported a 
tougher, more pervasive “up or out” corporate mentality.’ 
Today, businesses are embracing cultures that foster greater 
collaboration and communication. In this new work environment, 
companies need to think about the 
implications scores and rankings have 
for their workforce, as many view them 
as disruptive and placing a barrier 
between employees and managers.’

Companies that want to realise 
value from their performance appraisal 
investments, he added, should make 
a more concerted effort to create a 
climate ‘where performance feedback 
isn’t given once a year, it’s constant’.

PwC came to that conclusion 
several years ago, as Donovan explains: 
‘We began to wonder why our younger 
people didn’t seem to be motivated 
by the same things that motivated 
the generations before them. Why 
didn’t they want to work in the same 

‘Our data shows 
the more regular 

the check-
ins the higher 
the employee 
engagement’
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concluding in a study last year that a culture of ‘rank and yank’ 
should be replaced with coaching and development. Predicting 
that a new model of performance management was about to 
sweep through HR, the firm’s research found that 8% of companies 
report that their performance management process drives high 
levels of value, while 58% said it is not an effective use of time. 

Australia-based Alec Bashinsky, Deloitte’s chief human 
resources officer, is running and ‘reinventing’ the firm’s 
performance management project globally. ‘We have 

seven member firm countries piloting this as we speak.’
For years, Bashinsky says, Deloitte based employee performance 

on the Jack Welch GE model of ratings and distribution curves, 
which required an even spread across the performance spectrum. 
He used to be a fan, but finds it not only administratively heavy now, 
but no longer appropriate in a world where millennials want more 
regular feedback and social media enables it.

‘Our new framework is based around having a regular check-
in – not a performance review – which is employee generated, » 

33

01/2016 Accounting and Business

Performance | Insight

AP_I_Performance.indd   33 01/12/2015   15:19



5%

96%

involves no forms, and is a fi ve to 15 minute conversation between 
the employee and their people leaders (who have been trained 
in coaching skills). Our data shows the more regular the check-ins 
the higher the employee engagement,’ he says. 

Once a quarter, Deloitte’s people leaders send out a short 
pulse survey to their team, via mobile app. Also quarterly, 
and again through mobile app, each people leader fi lls out a 
four-question performance snapshot on 10 people. The data 
is aggregated and contributes towards a broader picture of 
performance. ‘We are making decisions around how well an 
employee is travelling based around quality data, rather than just 
saying we’ve got to fi ll out a form once a year,’ Bashinsky says.

KPMG is also moving away from the guided bell curve concept, 
piloting a more collaborative approach in India. There was ‘nothing 
wrong with the old method at a fundamental level’, says Vidya 
Mohan, associate director – brand, marketing and communications, 
at KPMG India, and the performance rating philosophy will be 
retained as ‘essential for driving high performance’. Individual 
businesses within the fi rm will now ‘own’ and implement their rating 
distribution, rather than simply adopt the guided distribution which 
used to be centrally shared by HR, she says. ‘This will provide more 
fl exibility in the way they want to recognise and drive performance 
within their teams, and ensure the business takes greater 
accountability for performance and development conversations.’

Beyond disbanding the prescribed bell curve approach, the 
fi rm has also veered away from a predefi ned bi-annual feedback 
process to one that is more real-time, Mohan continues.

‘Real-time feedback is always far better than receiving a 
post-mortem of what was possibly done by an individual months 
ago. Events are fresh in the mind and it is easy to step back and 
evaluate one’s performance from a third person’s perspective.’

The format of continuous feedback essentially moves KPMG 
from a fi rm-driven approach to an individual-driven one, Mohan 
adds. ‘This puts each employee in charge 
of his or her own performance and 
development. They get to decide 
how often they would like to gather 
feedback, and how they would like 
to use that evaluation to further 

enhance their performance. Performance managers will, of course, 
remain available to guide and mentor through the process.’

Consulting fi rm Mercer, which surveyed Asia-Pacifi c companies 
on their performance management approach this year as part of 
a global study, agrees change is in the wind. Tim Nice, Mercer’s 
rewards business leader, says those at the vanguard, while 
having different operating models and business objectives, 
were all ‘responding to the perceived infl exibility of traditional 
performance management. Companies are looking to be more 
fl exible, agile and responsive, and it’s natural to apply disruptive 
thinking to a process like performance management,’ he says.

In addition, respondents in Hong Kong, China and Singapore 
questioned the validity of the relationship between ratings and 
bonuses/base pay salary increases, suggesting the model is ‘not 
working’ anyway. In this region, they argue, market rate may be a 
more accurate measure. 

However, Alastair Woods, director in PwC UK’s reward team, says 
companies need to be careful not to throw the baby out with the 
bath water. ‘Without the year-end rating, the distribution of pay and 
bonuses can become even more of a dark art, as shadow systems 
evolve without proper governance and infrastructure behind them.’

PwC UK’s research shows that, when done well, with a balance 
between rewarding past performance and considering future 
development needs, performance conversations ‘can really 
motivate employees’, Woods says. ‘Many employees appreciate 
the clarity that an effective formal assessment provides.’

Aaron McEwan, advisory leader at CEB, agrees that it may not 
be time to get rid of the process altogether. ‘Recent media reports 
of companies ditching reviews overplay the reality,’ he says. ‘Around 
96% of organisations still use a rating scale to measure employee 
performance, and only 5% of them are thinking of or planning to 
eliminate their rating scale entirely. The problem is not that it’s a 
bad idea to review performance; we just don’t do it very well.’ ■

Peta Tomlinson, journalist

Fresh ways of thinking

Mercer has identifi ed a number of emerging trends it says 
employers need to understand to refresh their thinking on 
performance management:   

* Performance management will evolve, not disappear: 
the focus will shift from evaluations to continuous 
dialogue – it will be more about talent management 
than management against objectives.

* It will be linked more closely to corporate culture and 
values, in a shift away from ‘fixing’ performance to 
enabling employees to be at their best. 

* Different approaches will suit different parts of the 
workforce: one size does not fit all – different models 
are needed for different jobs.

* The performance rating will be abandoned: in practice, 
it amounts to no more than a label.

Scales in use

As many as 96% of 
organisations still 
use a rating scale to 
measure employee 
performance, and 
just 5% of them 
are thinking of or 
planning to eliminate 

their scale entirely.  
Source: Mercer
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The price of corruption
While standards of compliance have risen across all markets, corruption still imposes a 
heavy cost on ethical companies and acts as a deterrent to potential investors

For more information:

Read Control Risks’ International 
business attitudes to corruption 

2015/2016 survey (which includes fi ve key 
recommendations for strategic 

anti-corruption measures that enterprises 
can employ) at bit.ly/CR-2015

The price of corruption

News: Infographics

Copy to replace URL:

Headline for web:

Folio for app:

Web friendly URLs:

Read the International Business 
Attitudes to Corruption 2015/2016 
survey from Control Risks >

Lost business

In its latest annual survey of business 
attitudes to corruption, consultancy 
Control Risks concludes that corruption 
imposes a heavy cost on international 
business. Although the picture is 
improving, investors are still deterred 
and deals killed off by corruption risks.

Developing and emerging 
economies feel the pain
Companies based in non-Western countries 
are more likely to lose deals to unethical 
competitors. Those based in Nigeria 
suffer most heavily, with 48% of deals lost 
to corrupt rivals, followed by Indonesia 
with 46% and Colombia with 43%. Only 
businesses based in the Middle East 
(principally, the UAE) matched those in 
mature economies in losing fewer deals to 
corruption than the global average. The 
dotted line in the graphic represents that 
global average (30%).

Staff whistleblowers are your best allies

It is better to be alerted by concerned employees about compliance 
infringements and to take action than to wait for a call from law enforcement. 
However, the survey points to potential weaknesses in compliance.

Anti-corruption agreement

There is broad agreement globally – even 
in countries with relatively high levels of 
corruption – with the proposition that 
international anti-corruption laws are 
improving the business environment.

18% Strongly agree 
46% Agree

22% Disagree
8% Strongly disagree

6% Don’t know

Companies that have failed to win contracts where there is strong 
circumstantial evidence of bribery by the successful competitor

Percentage of organisations that have 
conducted an internal investigation into 
suspected corruption
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30%

Lost out on deals to 

corrupt competitors

41%Pulled out of a deal because of risk of corruption

30%Didn’t do business in a country because of corruption risk

38%

20%

43% 41%

24%

37%

23%
18%

48%

35%

14%

31%
39%

46%

27%
35%

8%
9%

11%

51%35%32%19%

51% No investigation | 35% Internal whistleblower | 32% Internal fraud discovered | 
19% External whistleblower | 11% Requirement by regulator | 

9% Press report | 8% Finding of benchmark exercise
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Fixing the broken model
There’s a growing agreement that corporate reporting isn’t giving investors the information 
they need. But how can this be rectified and who should be in charge of making it happen?

ordinate the evolution. Part of the problem is that no single 
body has responsibility for corporate reporting as a whole. The 
IASB can explore ways of simplifying the reporting of financial 
information but, as Ian Mackintosh, deputy chairman of the 
IASB, told the recent International Integrated Reporting Council 
(IIRC) conference, ‘we are constrained by our existing mission’. 
There are also clearly limits to what the IASB can do through 
International Financial Reporting Standards (IFRS) alone. IASB 
member Steve Cooper pointed out at the Meet the Experts 
conference that ’simplification [of accounting standards] would 
be welcome, but I’d challenge anyone to achieve that, given the 
complexity of business’.

One option is for the IASB to widen its remit beyond financial 
reporting. The trustees of the IFRS Foundation are considering 
the responses to its consultation on proposals to enhance the 
structure and effectiveness of the organisation, which asked 
whether the IASB should play a more active role in developments 
in wider corporate reporting. The trustees themselves, though, 
said that they ‘continue to view the organisation’s existing forms 
of co-operation as a more appropriate approach than the IASB 
broadening its scope of work into areas outside the traditional 
boundaries of financial reporting. Mackintosh said it was ‘an 
open question whether we should be more involved or not’.

Coordination and integration
There are initiatives intended to bring more cohesiveness and 
logic to corporate reporting, the most high-profile of which 
is integrated reporting (described by the IIRC as ‘a concise 

communication about 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’). The 
Corporate Reporting Dialogue, 
launched in 2014 and in which the 
IASB, Financial Accounting Standards 
Board (FASB), IIRC and Global 
Reporting Initiative all participate, is 
attempting to create a coordinated 
discussion about the various 
reporting frameworks, standards and 
requirements around the world, but 
progress has been slow.

So now the Fédération des Experts 
Comptables Européens (FEE) has » 

At the recent PwC ‘Meet the Experts’ conference on 
financial reporting, the audience was asked whether 
they thought that financial statements would retain 

their relevance for users in the coming decade; 76% of 
(preparer-heavy) attendees thought that they would. The 
answer surprised many of the speakers at the conference, for 
good reason.

The clamour for reform of corporate reporting has steadily 
grown in recent months and years – there is a general view that 
corporate reports have become too long, that financial information 
is too complex, that disclosures in particular have reached an 
unmanageable volume, and that the amount of non-financial 
information provided by companies is making comparison 
between companies and across sectors increasingly difficult.

The audience’s answer, though, reflected the fact that users 
will always need financial information and corporate reports 
will always be the vehicle that delivers it. However, the more 
fundamental, underlying question is what will corporate reports 
actually look like in 10 years’ time?

It is clear that the momentum for a complete overhaul of 
corporate reporting is steadily growing. A number of international 
bodies are working on projects that are designed either to tackle 
complexity and information overload, such as the International 
Accounting Standards Board’s (IASB) Disclosure Initiative, or to 
attempt to standardise the increasing volume of non-financial 
information provided by companies (such as the European 
Securities and Markets Authority’s guidance on alternative 
performance measures). At the same time, the requirement for 
additional information from regulators 
is growing, from country-by-country 
reporting to the disclosure of risk 
policy. The result is a mass of often 
overlapping and confusing information, 
with little apparent logic behind it. 
Add into the mix rapidly evolving 
technology that is changing the way 
financial information is used and read, 
and it seems that corporate reporting 
is falling very quickly into a box marked 
‘unfit for purpose’.

Who’s in charge?
What the situation lacks is a common 
viewpoint on where corporate 
reporting should go – or at least 
someone who is prepared to co-

‘Accountants 
are uniquely 

positioned to 
begin the debate.

We are natural 
intermediaries 
between users 

and companies’
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describes integrated reporting (IR) and 
the IIRC’s IR framework as ‘promising’, but 

adds that IR is still developing and in an 
experimental phase: ‘It needs to evolve 

further to fulfil its mission to establish 
integrated reporting and thinking within 

taken on the task of ramping up the debate with a new 
discussion paper, The Future of Corporate Reporting 
– creating the dynamics for change. The paper 
argues that the audience for corporate reporting 
is growing and diversifying, new business models 
are developing, and technology is transforming 
our environment at an unprecedented pace – but 
corporate reporting is failing to keep up with 
developments. The paper intends to 
kick-start the debate that needs 
to happen and hopefully 

encourage some sort 
of consensus (or at 

least coordination) 
internationally among users, 

preparers, regulators, standard setters 
and governments. It is a step outside 
FEE’s usual remit, having previously 
concentrated on financial rather than 
corporate reporting.

‘This has had a long incubation,’ says 
Mark Vaessen, chair of FEE’s Corporate 
Reporting Policy Group. ‘It’s clear that 
there is a need for debate, so we need 
to stimulate the initiative. This is a 
substantial thought-leadership piece 
for us.’

Hilde Blomme, FEE’s deputy 
CEO, stresses that the paper is not 
a FEE view on the future, but brings 
together different views from a wide 
variety of stakeholders. Vaessen adds 
that accountants are uniquely positioned 
to begin the debate: ‘We are natural 
intermediaries in the accounting 
profession between users and companies. 
We have to arbitrate between the two. It’s a 
natural role for us.’

The FEE report discusses the various 
developments in financial and corporate 
reporting, as well as initiatives to simplify 
accounts and improve communication. It 

reporting practice as the norm.’
In its report, FEE puts forward its own 

suggestion. It says that the ultimate aim should 
be ‘a single, easy-to-understand report’ that aims to 
address the needs of a wider stakeholder audience. As 
a way of achieving this, it puts forward a ‘core and more’ 
approach. The ‘core’ is an overarching report or executive 
summary, which would include ‘key information that is 
important for understanding the company’s affairs, key 
financial results and additional information that’s considered 
relevant and material for the company’s stakeholders’, based 
on relevance and materiality. The core report would include 
information on ‘expectations for the future’. This would be 
supplemented by (and hyperlinked to) a series of ‘more’ 
reports, containing additional information such as disclosures 
for financial statements, to support the information in the 
‘core’ report. Users could then pick and choose which detailed 
information they needed.

The report raises a number of difficult questions that will 
need to be addressed as part of the debate. Some of them 
go to the basics of accounting, such as the primary qualitative 

characteristics on which reporting is based.

Timing is key
The IASB’s Conceptual Framework names relevance 
and faithful representation as the primary qualitative 
characteristics, with other characteristics such as timeliness 

and comparability supporting them. The FEE report, though, 
concentrates on the relevance and timeliness of information, 
even if that comes at the cost of comparability. ‘For users,’ it 
says, ‘the timeliness of financial information is key. Users seem 
to be prepared to take risks and rely on incomplete and even 
unreliable financial information, if it is produced on a timely 
basis. It is a critical choice whether all of the corporate report 
should be prepared and issued at the same time, or whether 
some information may be issued later or earlier or when 
relevant events occur.’ It adds that relevant information ‘is 
buried in the ever-increasing volume of financial information’ 
and that financial statements need to evolve to retain their 
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develops in the market,’ says Vaessen. 
The UK has done it with the FRC’s 
Reporting Lab – maybe we could 
replicate that.’

The FEE paper is open for 
consultation until the middle 
of 2016, after which FEE will 
come up with a list of policy 
recommendations. One of 
the first and most important 
questions to answer, though, 
is who will be in charge of 
taking things forward 
from that point. 
‘We don’t have 
the answer 
to that; 

relevance and not be seen merely as a 
compliance exercise. 

‘Relevance is more important to 
me than comparability,’ says Vaessen. 
‘There will always be a certain 
level of comparability because of 
market forces, but relevance trumps 
comparability.’ Blomme adds that 
‘anyone expecting comparability to be 
the priority in this will be disappointed’. 
Crucially, the ‘core and more’ reports 

would not necessarily have to be 
available at the same time – the 
core report would need to be 

timely, while ‘more detailed 
information such 

as specific 

For more information:

To hear IIRC chairman Paul Druckman on the profession 
as the innovator of the accounting ecosystem, and IASB 

chairman Hans Hoogervorst on the board’s role in this 
evolution, visit ACCA’s Accounting for the Future event at 

www.accaglobal.com/accountingforthefuture

FEE’s report can be found at tinyurl.com/nkzd7fp 
Comments are requested by 30 June 2016.

See the Corporate Reporting Dialogue at 
tinyurl.com/pueyv7d 

Read more about integrated reporting at 
www.integratedreporting.org

The audience 
for corporate 

reporting is 
diversifying, 

but corporate 
reporting is 

failing to keep up

disclosures 
could become 
available at a later 
stage’. ‘Maybe we need to 
step away from a purely periodic 
approach to reporting,’ adds Vaessen. Instead, reporting 
could be a combination of the dynamic, periodic and ad hoc, 
with information updated depending on the relevance and 
urgency of the information and when it becomes available.

One of the biggest areas of corporate reporting in need of 
attention is non-financial measures and information. The paper 
argues that its increased use means an international framework  
is becoming essential. It cites an article by Robert Elliott,  
former chairman of the American Institute of Certified Public 
Accountants, published in 1998, which illustrated the diminishing 
influence of financial statements on markets and said there is  
need for ‘decisive leadership’ in developing a common 
international framework for non-financial information. ‘Financial 
reporting is well-developed,’ says Vaessen. ‘It’s other areas that 
need attention.’

‘The crux of what our report is trying to achieve is how to put 
some structure around the unstructured information,’ he adds. 
‘It’s open to all kinds of manipulation – boards talk about what’s 
important to them, but without the key performance indicators 
to measure them. It can often be a story that’s not based on fact.’

The FEE report stresses the need for the accountancy 
profession to innovate if a solution is to be found. ‘Innovation 

there are a lot of players 
in the debate,’ says Vaessen. 

‘But it will certainly need government 
support. I see a lot of parallels to the 1970s when the 

International Accounting Standards Committee was created. 
The need for global accounting standards was seen and the 
initiative was taken up by the profession. It took a long time, but 
without a dot on the horizon, things won’t move.’ ■

Liz Fisher, journalist
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There is a growing sense in society that companies should 
behave responsibly, whether by contributing their fair 
share of taxes, paying a decent wage or looking after 

the environment. Those that don’t risk critical media headlines, 
consumer boycotts and challenging AGMs. As the vulnerability 
of organisations to reputational risks has become clear, so 
the need for them to report on how they are assessing and 
mitigating those risks has grown in importance. 

Actions by companies that 
adversely affect the rights of children 
are particularly high risk. This should, 
therefore, be a priority area for 
companies to address. 

‘There is no issue that is more 
central to corporate sustainability than 
children’s rights,’ says Leah Kreitzman, 
director of public affairs at Unicef 
UK. ‘Children are key stakeholders 
of business – as consumers, family 
members of employees, young 
workers, and future employees and 
business leaders. Their survival and 
development needs differ from those 
of adults, and they are particularly 
vulnerable to violence, exploitation and 
abuse. Businesses therefore need to 

give children specific attention to ensure that they are managing 
their potential impacts upon them. Many companies are starting 
to do this, and the huge potential of the private sector to 
positively impact children is starting to be realised.’

Room for improvement
A recent report by ACCA, Reporting on children’s rights, shows 
that corporate reporting on this area is vitally important – and 

that there is substantial room for 
improvement. Adrian Henriques, vice 
chair of ACCA’s Global Sustainability 
Forum, and a sustainability, governance 
and CSR adviser and researcher, says: 
‘Although there is some company 
reporting on issues related to children’s 
rights, the extent of that reporting is 
extremely limited. Many companies’ 
activities will directly or indirectly affect 
children and their rights, so many more 
businesses should be investigating this 
area than currently do.’ 

Henriques says that obvious 
candidates include manufacturers of 
children’s toys and companies with 
long supply chains that could be linked 
to child labour through suppliers along 

Good behaviour
Reporting how a company’s activities affect children is important, as corporate activities 
can affect their rights in a great many ways

‘Many companies’ 
activities will 

directly or 
indirectly affect 

children and 
their rights, and 

they should be 
investigating this’
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that chain. But the financial services sector also has an impact on 
children’s rights. For example, online paedophile activity could 
be purchased using payment mechanisms. In fact, no sector 
is exempt because children’s rights are affected by corporate 
behaviour in so many ways. 

‘Children tend to be more vulnerable to health impacts, so 
a company’s environmental impact is an issue,’ Henriques says. 
‘Children also have a right to family life, so if a parent is being 
pulled away to work every hour of the day on a zero-hours 
contract, what does that mean for a child’s family life?’ 

Henriques, who was involved in compiling ACCA’s report, 
sees corporate reporting as a part of the process of protecting 
children’s rights, and says the process must start with sound 
due diligence. ‘The first thing companies must do is identify 
their risks, and how what the company does has an impact in 
this area,’ he says. ‘This can be challenging. Companies have to 
acknowledge where they might be implicated, which takes some 
intellectual work and effort. Reporting is then vital to make sure 
that action is being taken to protect children.’

Reporting to children
Henriques also stresses the importance of involving children 
in the process of considering and protecting their rights – for 
example, by consulting children as appropriate when trying 
to assess company impacts on them. ‘When it comes to the 
reporting stage, companies should consider writing their reports 
for the children,’ he says. ‘This rarely happens. Companies 
shouldn’t always see these reports as written for the usual 
audience – the opinion formers – but for the stakeholders they 
are talking about – the children.’

A number of companies are taking steps to address and 
report on the impact they have on children’s rights. Travel 
company Kuoni, for example, has identified human rights, 
including child protection, as a sustainability topic relevant to its 
business and where it can exert relatively significant influence. 
It has involved children in its impact assessments in India and 
agreed a number of actions, including continued engagement to 
prevent the sexual exploitation of children in tourism. 

Global home furnishings business Ikea has implemented 
policies for preventing child labour in high-risk locations, 
including working with suppliers to help implement corrective 
action if child labour is discovered. And Marshalls, supplier of 
hard landscaping products in the UK and a global operator, 
has integrated children’s rights into its core business practices, 
publicising its children’s rights policy statement, conducting 
regular impact assessments and reporting on its progress. 

Faye Chua, ACCA’s head of future research, believes that 
public reporting by companies is an important part of the 
process of protecting children’s rights. ‘Corporate reporting 
is widely used to increase transparency in other areas, such 
as environmental impacts,’ she says. ‘Such reporting helps 
stakeholders, including shareholders, to understand the risks 
individual companies face. It is equally important to apply that 
transparency to the risk of business impacts on children’s rights. 

‘Companies can affect children in multiple ways. Some are 

beginning to assess risks, forming policies and procedures  
to mitigate those risks, and then reporting on these areas.  
But these are early days and there is huge scope to increase  
both the numbers of entities reporting and the quality of  
their reports.’ ■ 

Sarah Perrin, journalist

Getting it right

ACCA’s Reporting on children’s rights identifies five key 
areas for reporting company impacts on children’s rights. 

Context and risk
Some sectors and geographies are particularly at risk of 
affecting children’s rights, as are businesses with long 
supply chains. Companies should undertake a high-level 
review before conducting a more detailed children’s 
rights impact assessment. Results should be reported to 
stakeholders, including children.

Policies and governance
After assessing the context and risk, companies should 
develop policies and an action plan to address potential 
impacts. Policies should reference internationally agreed 
declarations and principles on human and children’s 
rights. Governance mechanisms and responsibilities 
for implementing policies should be set out and 
communicated internally and externally.

Integration and action
Policies must be integrated into corporate strategies and 
activities, with targets set and key performance indicators 
developed to track progress against targets. 

Monitoring and review
Monitoring of children’s rights protection could be 
incorporated into existing audit activities and should be 
reviewed regularly. Monitoring and review should generate 
much of the information required for reporting disclosures 
on the company’s children’s rights initiatives. 

Remediation
Companies must be transparent about any abuses of 
children’s rights they uncover. They need to develop 
and implement remediation plans, and report publicly 
on those plans to stakeholders. Systems and processes 
should also be updated to mitigate future risks.

For more information:

Read ACCA’s Reporting on children’s rights report at  
http://bit.ly/1UONWk2
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Go forth and diversify
Versatility is the secret to success for small and medium-sized practices, which are facing 
mounting challenges from a fast-changing market. Rosana Mirkovic explains

next two years, such as helping clients 
monitor internal controls. 

Deregulation has been a big incentive 
for SMPs to innovate. In countries where the 

impact of deregulation has been greatest, SMPs 
have expanded service offerings to SME clients 

rapidly and are exploring partnerships with 
other organisations. Deregulation is more 

advanced in Europe but the rest of 
the world is following suit. This 

suggests that diversification 
of services will continue 
globally – but SMPs 
will need to be 
strategic about their 

Any business must adapt as 
the world changes around it, 
and accountancy practices 

are no exception. The environment 
in which firms operate has 
been transformed in 
the past few years by 
deregulation, rising 
audit thresholds and 
IT innovation. 

The larger firms have 

For more information:

Read The global SMP business model survey: 
understanding a changing profession at bit.ly/SMPs-survey

adapted by widening their range of services. Until 
now, though, there has been little solid evidence of 
how smaller and medium-sized practices (SMPs) are 
adapting their business model.

According to the ACCA report The global SMP 
business model survey: understanding a changing profession, 
which looks at the services offered by smaller practices around 
the world, SMPs globally remain highly focused around core 
services. Tax and compliance account for 42% of SMP income, 
while assurance (including internal audit) accounts for 40%. 

However, the report, produced in partnership with the 
Institute of Singapore Chartered Accountants, CECCAR in 
Romania, the Malaysian Institute of Accountants, the Chinese 
Institute of Certified Public Accountants and the Vietnam 
Association of Chartered Public Accountants, also found that 
the loss of audit income as a result of deregulation has been 
substantial in Western countries. In the UK and Ireland, audit 
now contributes just 12% to SMPs’ income, while in Asia Pacific it 
accounts for 50%. Affected firms are making up the shortfall with 
other offerings, such as tax-related services.

Non-core services accounted for 16% of practice income 
across the firms sampled. The highest-earning non-core 
services are risk management and the design of management 
controls (4% of income), growth-related services (3%) and 
financial management (2%). Even so, the report points out that 
practitioners are ‘aware of the contribution of non-core services 
to demand for their core offering in the long run; the proportion 
of SMPs providing such services is far greater than what one 
would infer from their share of practice income’. For example, 
46% of firms sampled offer payroll services even though on 
average this makes up less than 6% of a practice’s income.

The benefit of transferability of technical skills and the need 
to explore other services and other revenue streams are clear 
messages in the report. This is already happening: over 70% of 
respondents were planning to introduce a new service over the 

if diversification is to be sustainable; there must be an emphasis 
on generating client growth, referrals and repeat business. 

Value-added services
So what does the research mean for SMPs around the world? The 
report concludes that SMPs in the most rapidly evolving markets 
have survived and thrived by transferring technical skills to higher 
value-added services, and forming partnerships with other 
organisations to give their own practice and their clients access 
to a wider set of skills. Among the recommendations from firms, 
professional bodies and regulators, one of the most important 
for SMPs is to ‘close the loop that makes value-added services 
sustainable’. They rarely make money in themselves but are an 
investment for greater, more regular income in the future.

The threat from unregulated advisers remains very real, but 
greater automation provided by cloud services means that large 
practices are beginning to find the SME market more attractive. 
SMPs have several weapons up their sleeve – their ability to offer 
a personal service, consistency of staff and a lower cost base to 
name but three – but with the world changing so rapidly, this is 
no time for complacency. ■

Rosana Mirkovic, ACCA head of SME policy

This article first appeared on the IFAC Global Knowledge Gateway

investment in new services 
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Whatever your size
Good corporate governance should not be seen as a concern for 
large companies only, says Rosana Mirkovic

key risks, and 
a framework 
that promotes 
understanding 
of roles and 
responsibilities and the 
limits of authority.

The report argues that many SMEs would benefi t from having 
a board. The outside perspective and extra skills, experience and 
networks that external non-executive directors (NEDs) can bring 
could be hugely benefi cial. One speaker at the ESRC seminar 
cited UK research that suggested that family-owned fi rms that 
had boards with greater gender diversity and more experience 
with multiple directorships were less likely to fail. 

The report points out that businesses are not static but 
constantly evolving. This is especially true of SMEs and is the key 
to understanding what they need from a corporate governance 
framework. SMEs are heterogeneous, so any framework has to 
be adaptable and fl exible in its application. 

Triggers for change
There are numerous triggers for corporate governance change 
in SMEs. One of the biggest is the emergence of a younger 
generation in the business. As this generation gets involved, 
the business as a whole has to think about how the role of the 
founder or existing owner will change. The need for external 
fi nance is another common trigger.

Yet it is not unusual for SMEs to resist adopting corporate 
governance measures. Part of the problem is a lack of 
understanding about how boards and NEDs work, as well as 
the diffi culty in fi nding high-quality NEDs. More often than not, 
though, the biggest barrier of all to improving the corporate 
governance framework of SMEs is simply that they have other, 
seemingly more pressing priorities.

This is where accountancy professionals come in as SME 
advisers. We need to explain clearly how SMEs can benefi t 
from strong corporate governance, and why the benefi ts will 
outweigh the costs. And we need to show we all take corporate 
governance as seriously for small businesses as for the largest. ■

Rosana Mirkovic, ACCA head of SME policy

No one would deny that corporate governance is 
important to businesses. Done well, it protects both 
the future of the business and the interests of its 

owners and investors by setting the framework for monitoring 
management’s actions and performance.

Most of us associate corporate governance with large, listed 
companies. But good corporate governance is not just for big 
business; it is important for organisations of all sizes. Some of the 
biggest gains from good corporate governance could well be 
captured by small and medium-sized enterprises (SMEs), which 
are often seen as less rigorous in implementing it. 

The benefi ts for SMEs of stronger corporate governance include:

* reduced risk of conflict between family members, or between 
owners who are active in the business and those who are not

* improved access to credit – because investors have more 
confidence in the business

* faster business growth

* greater protection from fraud, theft or financial mistakes – 
because internal controls are stronger.

The problem for the SME sector, though, is that even SMEs that 
want to improve their governance are hampered by the existing 
frameworks and guidelines having been developed with large, 
listed companies in mind. 

The world’s governance frameworks rarely refl ect situations 
where a company’s owner is also its manager, or ownership by 
family members. Instead, they follow an agent-principal model, 
where a company’s managers are agents for the shareholders, 
and systems and controls are conceived as encouraging 
management to act in the best interests of shareholders. 

In SMEs the agent-principal relationship is less likely to be 
signifi cant. For SMEs, corporate governance is mainly about 
improving business performance and less about monitoring 
management’s actions. And while there are many sources of 
guidance on corporate governance for SMEs, that advice is 
largely ad hoc across jurisdictions.

Governance for all
A new ACCA report, Governance for all: the implementation 
challenge for SMEs, aims to open up the debate to SMEs. It 
draws on material from a seminar organised by the Economic 
and Social Research Council (ESRC), as well as the views of the 
ACCA Global Forum for SMEs.

The report asks what good governance for SMEs should look 
like and suggests a number of essential ingredients, including 
clear reporting lines and clarity about how decisions are made 
and risks controlled, appropriate internal controls related to 

For more information:

The ACCA report Governance for all: the implementation 
challenge for SMEs is at www.accaglobal.com/ab/226
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Career boost
Great leaders know the difference between insight and implementation, says 
Rob Yeung, plus preparing for that fi rst client meeting will boost your confi dence

Dr Rob Yeung is an 
organisational psychologist 

and coach at consultancy 
Talentspace

Talent doctor: leadership

I recently started working with a 
group of high-fl iers in their 20s and 
30s on a leadership programme. All 
had been nominated by colleagues 
for their determination and the 
results they had already achieved, so 
it was a group of motivated, hungry-
to-learn individuals.

We discussed leadership and the 
need to rely on subtle tactics such as 
empowerment and engagement rather 
than heavy-handed methods such as 
incentives or punishments. We worked 
on self-awareness. We also touched on 
the art of giving constructive criticism 
assertively but not aggressively.

But perhaps the most important 
lesson of all was the difference 
between insight and implementation. 

Written down, much of leadership can 
seem facile. Who doesn’t know that 
empowerment, self-awareness and 
feedback are important? 

Yet surveys consistently show that most 
employees think their leaders do a poor 
job. Around three-quarters of employees 
report feeling disengaged rather than 
excited by their jobs.

I would argue that most leaders 
understand the importance of 
empowering employees, of being 
self-aware and of giving and receiving 
high-quality feedback. But the difference 
between understanding and doing is what 
differentiates mediocre individuals from 
truly high achievers. Knowledge of what 
good leadership looks like is not the same 
as being able to act upon it.

The gap between insight and 
implementation at work is just 
like the gap between insight and 
implementation when people try to 
lose weight. Most people know the 
principles – eat less food, do more 
exercise. So why do most studies 
show that 60% to 70% of adults in the 
developed world are either overweight 
or obese? Clearly, understanding 
the principles of weight loss is very 
different from implementing them.

The same is true in the workplace. 
Insight into leadership alone is not 
enough. If you’re the kind of person 
who is keen to improve, I’d suggest 
reading fewer books about leadership 
and self-improvement. Strong leaders 
do not simply cram their heads with 
more ideas. They set aside time for 
changing their behaviour. They make 
an effort to build small, benefi cial 
habits into their routines.

If you want to improve, think about 
how you will translate good ideas into 
concrete habits to incorporate into 
your working life. Seek feedback from 
key colleagues, perhaps at a certain 
time every Friday. Spend 15 minutes 
every Monday morning setting up a 
networking meeting or two for the 
following week. If you talk too much, 
spend a few minutes at the start of 
meetings asking more questions and 
listening. If you talk too little, prepare 
bullet points ahead of meetings.

The point is to change your 
behaviour, routines and habits. Don’t 
just assume that understanding 
something is enough. You must, must, 
must implement it too. ■

For more information:

To hear more from Rob Yeung 
on how to be employable, 

see ACCA’s Accounting 
for the Future conference 
at www.accaglobal.com/

accountingforthefuture
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The perfect: first client meeting

The first meeting with a client is pivotal – it’s the right moment to build understanding and 
common ground. It’s definitely the wrong moment to take over.

Business development specialist Michelle Daniels of Connected Thinking warns that 
clients will be listening closely to what you say and also how you say it. ‘Preparation will 
boost your confidence and ensure you make a good first impression,’ she says. ‘Send a draft 
agenda ahead of the discussion. Encourage the client to adapt it, as this will highlight points 
and issues that are front of mind for them, and don’t dwell on areas that aren’t of interest.’

In fact, don’t dominate the conversation. ‘The best client meetings are those where 
the client spends most of the time talking. This enables the adviser to deepen their 
understanding of the client’s issues and explore viable ways in which to offer help. It also 

In demand in China
Accountants with additional 
business experience are the 
most in-demand professionals 
in China, according to ACCA. 
Speaking to China Daily, 
Stephen Heathcote, ACCA 
executive director of markets, 
said qualified accountants 
who also had wider market 
experience were highly 
attractive to government and 
regulatory organisations as 
well as private enterprises. 
As a result, they are currently 
the ‘most sought-after 
group of professionals in 
the Chinese executive jobs 
market’, Heathcote explained. 
He added that increasingly 
complex state-owned 
enterprises were urgently 
in need of accountants 
who could understand 
management accounting 
or how cost drives value. 
They also require the skills 
of individuals who know 
how to make investments 
in response to market 
developments around the 
world and know how to create 
dramatic efficiencies.

UK finance salaries rise
Starting salaries for individuals 
entering the accounting 
and finance professions 
in the UK will grow by an 
average of 3% over the next 
12 months, according to 
global recruitment specialist 
Robert Half. Its salary guide 
states that accounting and 
finance salaries will continue 
to rise due to a shortage 
of accountancy skills in the 
labour market. It found that 
the vast majority (92%) of 
CFOs cite challenges in 
finding skilled professionals 
to join their teams. Roles 
in business and financial 
analysis, general accounting, 
and financial management 
and control, are the most 
difficult to fill. Concerns 
about losing staff to other job 
opportunities were also high 
on the agenda for finance 
executives. Some 87% worried 

about losing top performers. 
Starting salary increases for 
finance and accounting roles 
within the financial services 
sector are 2.7%, which is 
higher than the 2.3% on offer 
within commerce and industry. 
According to the recruiter, the 
most in-demand accountants 
were those with between 
five and 10 years’ post-
qualification experience.

Mental health at work
Representatives from leading 
financial businesses, including 
American Express, Barclays, 
Credit Suisse, EY, Goldman 
Sachs and Prudential, have 
met in New York to discuss 
how support can be given 
to employees who suffer 
mental health issues over 
the course of their careers. 

During the first-ever CEO 
Summit on Mental Health in 
the Workplace, held at the 
New York Stock Exchange, 
healthcare professionals 
and business leaders 
debated how companies 
could foster a culture that 
promotes, supports and 
improves the mental health 
of their employees and 
their families. According to 
the Huffington Post, which 
reported on the event, they 
also talked about how mental 
health can be used as an 
employee engagement tool 
and as a means of creating 
broader social change. 
Discussions ranged from CEOs 
sharing their own personal 
experiences and perspectives 
to explorations around the 
substantial economic impact 

of ignoring employee health. 
Besides financial institutions, 
companies from a range of 
other sectors were represented 
at the summit, including 
media and real estate. 
Speaking at the summit, 
Stephen R Howe Jr, EY’s 
US chairman and Americas 
managing partner, said: 
‘Companies must raise 
awareness about mental health 
and provide the necessary 
support and resources in 
order to build a more inclusive 
culture that enables all 
professionals to thrive.’ ■ 

Compiled by Sally Percy, 
journalist
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helps to build trust. Use open questions and 
actively listen to the client’s responses. 

They will note you are paying 
attention and will be encouraged 

to reveal more as a result.’
Always seek to clarify 

any points you don’t fully 
understand and avoid the 
temptation of coming up 
with immediate solutions. 
The dangers are that you 
may not yet know all the 
relevant facts, and the client 
may find you pushy.

Towards the end of 
your meeting, summarise 
your understanding of 

what they’ve told you and 
suggest some next steps that involve you 

doing something and them doing 
something.

And don’t forget your thank-you note.

45

01/2016 Accounting and Business

Careers | Insight

GL_I_careersLoxton.indd   45 04/12/2015   12:45

www.accacareers.com


To boldly go
In the first in a new series covering the strategic role of the finance function,  
Tony Grundy examines how to create a vision and target value-creating activities

only to catch up with past change but also manage what is about 
to come, it needs to have three things: vision, value-creating 
activities and a strategy for finance.

Seeing things
‘Vision’ can be defined as a picture of the future role and focus of 
the finance function and how it fulfils that. Vision can be captured 
in words, visuals or both. It needs to balance being aspirational 
versus inspirational, and being tangible versus practical.

Finance should consider doing some ‘from-to’ analysis of the 
key shifts that might be needed to attain the vision. It might be 
helpful to imagine where you are as a function compared with 

So much has changed since I qualified as an accountant 
in 1980. Yes, we had computers but they were 
unrecognisably different from the PCs and laptops of 

today. The internet was only something software companies 
did, mobile phones were inventions of science fiction, and 
social media would have been fantasy.

The role of the accountant was all about recording 
transactions, balancing books, management accounts and 
external reporting, with a budget thrown in once a year. 
‘Strategic plans’ were something that only oil companies did.

But faced with all these changes, it seems that we humans are 
the ones who have failed to adapt. If the finance function is not 

‘How to’ video 

Tony Grundy 
talks about how 
Lego has built up its 
success brick by brick. 
See the video at  
bit.ly/ACCAplaylist.
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where you wish to end up, and break this down into a number of 
‘from-to’ scenarios (see box).

With the latest IT systems, the modern finance function 
should be able to step back from more routine transaction 
reporting and become far more involved in challenging the 
business fundamentals, and especially in challenging resource 
allocation. Reporting, although a core role, has limited value, 
as the past can’t be changed but the future can be. Equally, 
‘controlling’ is a limited role, while ‘guiding’ (for example, 
through education and coaching) and ‘facilitation’ can actually 
create new economic value – and prevent value destruction.

The finance function is perhaps the most routine of all 
departments, and a lot of time that might be spent on higher-
value activities gets pushed back because of this. But routines 
ought to be questioned: are they really needed and, if so, how can 
they be done in the least possible time and with fewest resources?

Lastly, elements of a vision might be that finance moves from 
a tactical role, where 85-90% of activity is spent on number-
crunching and reporting, to a strategic role, where that activity is 
reduced to 20-25% (you should get worried if it is over 50%). This 
may also help give the finance function a sense of being properly 
involved in the decision-making.

Keeping score
One useful way of deploying this is to characterise some of the 
more extreme ‘froms’ and ‘tos’ and to score these – from, say, 
1 to 5 or 1 to 10. You score where you are now and then target 
where you wish to be in the future (for example, to move from a 
4 to an 8). The difference becomes the ‘strategic gap’ that you 
then need to address with change strategies.

As for value-creating activities, I recommend using the model 
of the ‘business value system’. This is essentially drawing up a 
map of all the value activities that the finance function does and 
how they operate together.

Working recently with the FD of a global company, we came 
up with the following value-creating activities (with those at the 
top being those where most attention and time had been spent):
1 Firefighting
2 Reporting
3 Meetings
4 Commercial and legal
5 Systems improvement
6 Cost management
7 People management within finance
8 Helping solve bigger business problems
9 Coaching
10 Acquisitions
11 Training
12 Coaching
13 Input to large bids
14 Strategic advice at board level
15 Coming up with own strategic ideas.
The FD was challenged to move the top item quite a bit lower 
down and to elevate items 8, 13, 14 and 15. It was necessary to 
scrutinise the value of all those meetings (item 3) and to spend 

less time on reporting (item 2) in order to make time for activities 
that produced more positive, ‘turn-on’ value. This required major 
adjustments to the FD’s time allocation, attention and mindset. 
The FD also had to make major redeployments of senior staff.

This analysis took less than an hour, using the ‘business value 
system’ visual tool, which is typically a series of circles connected 
to highlight interdependencies.

Mind the gap
Finally, to develop a strategy for the finance function, you need 
to evaluate your current position and consider where you might 
take it (which your tentative ‘vision’ above has done for you). The 
gap between the two – between the present position and the 
future – is the ‘strategic gap’. You then assess the possibilities 
for configuring finance as a mini business and generate the 
strategic options. To do this I suggest using the following ‘lines 
of enquiry’, where appropriate: 

* seek new value-creating activities

* assess shifts in existing value-creating activities 

* consider what value-diluting activities you could stop doing

* simplify activities

* look at ‘insourcing’ versus outsourcing

* review structure, skills and systems choices.
Once you have a list of options to consider, the next steps might 
be the following: look at how interdependent these are; draw up 
a matrix of the strategic options you have shortlisted against the 
criteria on the strategic option grid, using, for example, strategic 
attractiveness, financial attractiveness, implementation difficulty, 
uncertainty and risk, and stakeholder acceptability; then rate 
each of these between 1 and 3 (1 is worst, 3 is best) and thus out 
of 15. You can then see what you need do to make each option 
better and stress-test them (for example, by asking what the one 
big thing is that you might have forgotten). ■

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

 

From To
Transaction focus          Resource allocation
Reporting                     Planning
Controlling                     Guiding and facilitation
Routines                         Project work
Tactical role                  Strategic role
Detached                       Actively involved and proactive

From here to there

For more information:

www.tonygrundy.com 

For previous Tony Grundy articles on strategy and 
management theories, visit www.accaglobal.com/abcpd

47

01/2016 Accounting and Business

Management and strategy | Insight 

GL_I_Grundy.indd   47 03/12/2015   14:26

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


Welch workshop
In the second article in a two-part series, David Parmenter 

looks at what finance teams can learn from the wisdom 
and motivation techniques of leadership expert Jack Welch, 

who set sparks flying at General Electric

given a ‘yes’ or ‘no’ by the manager at the close of the workshop, 
and the remaining recommendations had a maximum 30-day 
gestation period before a decision had to be made. This technique 
forced the decision-makers to give innovation a go, allowing for 
some failure, but getting much success at the same time.

Welch noted that the annual planning process led to a 
‘splitting-the-difference negotiation’ – a target that would 
minimise risk and maximise bonus, and one that looked 
merely at some small incremental improvement on last year’s 
performance. Instead of setting a fixed target in the future, 
Welch introduced relative measures. In other words, bonuses 
would be assessed after the year end, when results could be 
assessed against market conditions and market share, etc.

He liked to see goals that were a mix of the possible and the 
impossible. He went on to say: ‘Effective leaders are not afraid 
to envision big results.’ By raising the bar so high, staff and 
management were forced to totally rethink the route plan.

Finally, Welch was an avid reader of the financial and 
management press and journals. He makes it very clear that 
it is a leader’s role to be up to date. While truly great leaders 
are probably born, not made, many good qualities can be 
embedded in one’s makeup. Welch has gained an insight into 
leadership that very few alive today can match. ■

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

Jack Welch has a natural affinity with psychology. 
Throughout his leadership roles he has been able to 
motivate teams to achieve extraordinary results. He 

recognised that besides financial rewards, factors that 
leaders can use to enhance motivation are:

* Enjoyable co-workers (great care in recruiting can ensure a 
good team mix).

* Interesting work that challenges and helps them grow.

* Plenty of recognition (it is free).

* Celebrations, and plenty of them. As Welch says: ‘Work 
is too much a part of life not to recognise moments 
of achievement’.

* A shared goal (this requires great communication and selling).
Welch focused incessantly on the future and was therefore at 
the forefront of many of the moves General Electric (GE) made 
under his leadership. He saw change as an opportunity. He led 
the e-commerce and the Six Sigma revolutions that were to have 
such a profound impact on GE. He is quoted as saying: ‘Control 
your destiny or someone else will.’

He was also clear in ‘defining the mission’. Leaders need 
to define, establish and communicate to all layers of staff the 
organisation’s mission, values, vision and strategy. As Welch says: 
‘Everybody then has the same set of facts.’

Perhaps Welch’s greatest gift is his drive for simplicity. He 
believes that strategy can be documented on five slides:
1 What does the playing pitch look like?
2 What have our competitors been doing?
3 What have we done?
4 What future events keep us awake at night?
5 What is our winning move?
He calls the winning move the big ‘Aha’ for the business: a smart, 
realistic and relatively fast way to gain sustainable competitive 
advantage. He sees strategy very simply as getting the right 
people in the right jobs to drive the ‘Aha’ idea. He wanted his 
organisation to ‘ponder less and do more’.

Innovating, challenging, stretching
Welch was a champion of innovation and wanted it to be part 
of the GE culture. Workshops were called a ‘work-out process’, 
where groups discussed better practices, at least 75% of all 
recommendations from the brainstorming sessions had to be 

Next steps

1 As a priority, read Winning, by Jack Welch with Suzy 
Welch, published by Harper Business in 2005, available 
at bit.ly/1JrBZ7W. 

2 Find yourself a cluster of mentors and use their wisdom.
3 Email me at parmenter@waymark.co.nz and I will 

send you an article about Jack Welch’s leadership style.

For more information:

www.davidparmenter.com
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Conceptual thinking
Graham Holt examines whether criticisms that the Conceptual 
Framework lacks consistency and clarity have been addressed

The International Accounting 
Standards Board (IASB) 
issued an exposure draft 
(ED) in May 2015, proposing 
changes to the Conceptual 
Framework. The discussion 
paper’s proposals include a 
revision of the defi nitions of 
the elements in the fi nancial 
statements, guidance on 
derecognition, measurement 
and the inclusion of items 
in other comprehensive 
income (OCI). The existing 

Conceptual Framework has 
been criticised for its lack 
of clarity and conceptual 
guidance, and for not being 
consistent with the IASB’s 
current thinking.

Chapter 1 in the ED 
describes the objective 
of fi nancial reporting, but 
most chapters focus on 
the information provided 
in fi nancial statements and 
do not address other forms 
of fi nancial reports, such as 

management commentary or 
interim fi nancial reports. 

The ED does not 
propose changes to the 
distinction between liabilities 
and equity, even though 
existing standards do 
not apply the defi nitions 
consistently and often 
require greater disclosure 
of those items classifi ed 
as liabilities than those as 
equity. The IASB decided 
to deal with this issue in its 

Financial Instruments with 
Characteristics of Equity 
research project. 

Many respondents to the 
discussion paper felt that 
the IASB should defi ne and 
use the ‘business model’ 
concept throughout the 
Conceptual Framework, as 
the entity’s business model 
could affect the measurement 
of assets and liabilities. Other 
respondents disagreed, saying 
that referring to the business 
model could introduce 
management bias into 
fi nancial reporting.

The IASB felt that the 
nature of an entity’s business 
activities plays different 
roles in different aspects of 
fi nancial reporting, so the ED 
does not include a general 
discussion of the role of the 

business model in fi nancial 
reporting. However, 
the ED recognises that 
when determining a 
measurement basis for 
an asset or a liability 

and related income and 
expenses, the business 

model is a factor in estimating 
how the asset or the liability 
contributes to future cashfl ows 
and whether income and 
expenses should be included 
in OCI. 

Chapter 1 further identifi es 
the primary users of fi nancial 
reports as existing and 
potential investors, lenders 
and other creditors who 
cannot require entities to 
provide information directly 
to them. 

Respondents to 
the discussion paper had 
varying views. Some felt that 
the primary user group was 
too narrow and should » 
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include employees and 
regulators. Others felt that 
the defi nition was too wide 
and should only include 
equity holders. 

In the view of the IASB, 
existing and potential 
investors need similar 
information and the changes 
to the objective of fi nancial 
reporting clarify the need 
to provide information that 
helps investors to assess 
management’s stewardship.

The IASB removed the 
reference to prudence in the 
discussion paper because of 
the possible inconsistency 
with the concept of neutrality. 
Some respondents to the 
paper agreed with this 
decision because of the lack 
of understanding of what 
prudence means and its 
greater subjectivity. 
However, many felt 
that a reference to 
prudence should 
be reinstated 
as prudence 
is needed to 
offset preparers’ 
optimistic bias, 
and investors are 
more concerned about 
downside risk than upside 
potential. 

Exercising prudence aligns 
the interests of shareholders 
and managers, and recent 
fi nancial problems have shown 
the need for prudence when 
making estimates.

The concept of prudence 
is often interpreted as the 

need for caution in making 
judgments about losses and 
liabilities, with less caution 
required with judgments 
about gains and assets. 
Others advocate a concept 
of prudence that requires 
more persuasive evidence to 
support the recognition of 
gains or assets than of losses 

IASB feels that prudence can 
help achieve neutrality in 
applying accounting policies. 

Substance over form
The Conceptual Framework 
does not include an explicit 
reference to substance over 
form and the IASB agrees 
that making this statement 
explicit would add clarity. 
As a result, the ED proposes 
that faithful representation 
should provide information 
about the substance of an 
economic phenomenon 
instead of merely information 
about its legal form. The 
reasoning behind this 
view is that accounting in 
accordance with its legal 
form, even with relevant 
disclosures, cannot result in a 
faithful representation if the 
economic substance of the 
item is different. 

The IASB removed 
the reference to 
prudence in the 

paper because 
of the possible 

inconsistency with 
the concept of 

neutrality

There is no proposal to 
reinstate reliability instead 
of faithful representation, 
because it appears that 
reliability is linked by users 
with the level of measurement 
uncertainty and not with the 
broader notion set out in the 
original framework.

The IASB has found that 
confusion can arise over 
the existing defi nitions of 
assets and liabilities. The 
current defi nition of an asset 
is ‘a resource controlled 
by the entity as a result of 
past events and from which 
future economic benefi ts 
are expected to fl ow to the 
entity’, and that of a liability 
is ‘a present obligation of 
the entity arising from past 

or liabilities.
Another 

view is that a 
measurement basis 
should be selected 
that recognises 
losses at an 
earlier stage than 
gains. Prudence 
is defi ned by 
the IASB as the 
exercise of caution 
when making 
judgments under 
conditions of 
uncertainty. The 

50

Accounting and Business 01/2016

Technical | Conceptual Framework

GL_T_HoltCPD.indd   50 02/12/2015   14:49



events, the settlement of 
which is expected to result 
in an outflow from the entity 
of resources embodying 
economic benefits’. 

It is thought that the 
explicit reference to the flows 
of economic benefits blurs 
the distinction between the 
resource and the resulting 
flows of economic benefits, 
and the term ‘expected’ 
is often interpreted as a 
probability threshold.

The IASB proposes the 
following definitions:
(a) An asset is a present 

economic resource 
controlled by the entity as a 
result of past events.

(b) A liability is a present 
obligation of the entity 
to transfer an economic 
resource as a result of past 
events.

(c) An economic resource is a 
right that has the potential 
to produce economic 
benefits.

The main changes from the 
existing definitions are the 
introduction of a separate 
definition of an economic 
resource and the removal of 
the notion of an expected 
inflow or outflow of resources. 
The inclusion of expected 
flows would have excluded 
several items that are assets 
and liabilities, such as written 
and purchased options. 

No major problems have 
been identified with the 
definitions of income and 
expenses. The only changes 
proposed are to make 
them consistent with the 
proposed definitions of assets 
and liability. Some of the 
classification requirements of 
IAS 32, Financial Instruments: 
Presentation, are inconsistent 
with the existing Conceptual 
Framework’s definitions and 
the proposed definitions of 
liability and equity.

The recognition criteria 
in the existing Conceptual 
Framework is based partially 
on the probability that any 
future economic benefit 

associated with the item will 
flow to or from the entity. 
However, some standards 
do not apply a probability 
recognition criterion (IFRS 9, 
Financial Instruments) and 
those that do use terms that 
imply different thresholds 
of probability. 

For example, terms such as 
‘more likely than not’, ‘virtually 
certain’ and ‘reasonably 
possible’ are used in current 
standards and this can lead 
to inconsistencies and non-
recognition of items. The IASB 
therefore proposes to base 
the criteria for recognition on 
the qualitative characteristics 
of useful financial information. 
The criteria therefore are based 
on relevant information, faithful 
representation and whether 
the benefit of the information 
provided by recognising the 
asset or liability outweighs the 
cost of doing so.

Derecognition
The existing Conceptual 
Framework does not define 
or describe the occurrence 
of derecognition and, as a 
result, the standards have 
adopted different approaches. 
The IASB proposes that the 
accounting requirements for 
derecognition should aim 
to represent faithfully both 
the assets and the liabilities 
retained, and the changes in 
the assets and the liabilities as 
a result of the transaction. 

An issue arises where 
an entity disposes of only 
part of an asset or a liability; 
for example, where trade 
receivables are sold with 
recourse. The ED does not 
advocate a control approach 
or the risk-and-rewards 
approach to derecognition 
in every circumstance, but 
describes the alternatives that 
are available.

The IASB feels that the 
best way to classify the 
measurement bases is using 
historical cost or current value. 
Cashflows are often used to 
estimate the measure of an 

asset or a liability, but the ED 
does not identify cashflow 
techniques as a separate 
category of measurement. 
The description of fair value 
in the ED is consistent with 
that in IFRS 13, Fair Value 
Measurement. 

The IASB felt that 
conceptual guidance on the 
use of the statement of profit 
or loss and OCI is urgently 
needed. However, no single 
characteristic can be used to 
separate items of income and 
expenses into two clear-cut 
categories, primarily because 
there are many facets of an 
entity’s financial performance.

Therefore, the IASB has 
concluded that it is not 
possible to define, or precisely 
describe, in the Conceptual 
Framework when an item of 
income or expenses should be 
included in the statement of 
profit or loss or OCI. Instead, 
high-level guidance is given.

The statement of profit 
or loss should be as inclusive 
as possible and only where 
there is a valid reason should 
an item be excluded. Only 
in limited circumstances, 
such as where the relevance 
of information is improved, 
should income and expenses 
be included in OCI. The IASB 
proposes to specify that only 
income and expenses related 
to remeasurements should be 
included in OCI. 

There is a presumption that 
income and expenses included 
in OCI must subsequently 
be reclassified to profit or 
loss where it enhances the 
relevance of the information. 
If this is not the case, then 
reclassification will not occur. ■

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

For more information:

www.ifrs.org  
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Technical update
A monthly roundup of the latest developments in taxation, audit, codes, standards, 
agreements, guidance, proposals and consultations across Asia Pacific

Singapore

Fresh standards
The Accounting Standards 
Council (ASC) of Singapore 
has released new national 
accounting standards, effective 
for periods beginning after 1 
January 2015. These include 
changes to equity method 
calculations in separate financial 
statements; clarification 
of acceptable methods of 
depreciation and amortisation; 
and accounting for acquisitions 
of interests in joint operations. 
See bit.ly/asc-new

Double taxation pact
Singapore and Russia have 
signed a protocol amending 
their existing avoidance of 
double taxation agreement, 
lengthening the time 
threshold for determining 
permanent establishment 
and lowering withholding tax 
rates for dividends, interest 
and royalties. See bit.ly/
iras_dbtax-amd

New tax definition
The Inland Revenue Authority 
of Singapore (IRAS) has 
accepted a number of 
recommended changes to a 
draft Income Tax (Amendment) 
Bill 2016 following a public 
consultation. The tax definition 
of ‘international growth 
company’ will be amended 
to include a company 
incorporated and resident in 
Singapore providing services 
to persons or permanent 
establishments outside 
Singapore. More at bit.ly/
tax-amends

Zero rating on fuel
IRAS has explained how 
the supply of bunker fuel 

delivered in Singapore can be 
zero-rated for GST as long as 
it is being delivered directly 
to vessels travelling to ports 
outside the city state. See bit.
ly/iras-fuel-0-rate 

Currency moves
Singapore and China have 
agreed new initiatives to 
promote the use of Chinese 
yuan renminbi (CNY) through 
Singapore. Existing cross-
border RMB initiatives 
between Singapore and the 
China-Singapore Suzhou 
Industrial Park (SIP) and 
the Singapore-Sino Tianjin 
Eco-City (SSTEC) will be 
expanded. From now on, 
Singapore banks can lend 
CNY to companies across 
Suzhou and Tianjin; and 
companies in these cities will 
be able to issue CNY bonds 
in Singapore, and repatriate 
all proceeds. SIP companies 
will be able to borrow from 
Singapore-based companies; 
and qualifying privately 
owned banks in SSTEC 
will be free to borrow from 
Singapore-based banks. See 
bit.ly/mfa-xbdr-rmb

China

Faster filing
The State Administration of 
Taxation has issued a new 
guideline making it easier 
for companies and other 
organisations to apply for 
preferential income tax 
rates. The document lists 35 
categories of such taxpayers, 
covering non-profitable 
income of approved non-
governmental organisations; 
animation studios producing 
original work; companies 
that have suffered as a 

result of natural disasters; 
and startups in poor areas 
in the Xinjiang region, 
for instance. Under the 
guidance, eligible companies 
and other taxpayers can 
file forms to secure lower 
tax rates with local tax 
offices online. Previously, 
a wide range of hard-copy 
documents and forms were 
required. The new policy 
also allows companies 
no longer covered by 
preferential rates to pay full 
tax without first securing 
re-registration from local tax 
offices. More at bit.ly/sat-
pref-rates  

Help for farm industry
China’s ministry of finance 
has issued guidance on how 
agricultural businesses can 
gain subsidies, with each 
Chinese province required 
to identify agricultural 
sectors performing weakly in 
their jurisdictions. Services 
eligible to receive subsidies 
include seed breeding, waste 
processing and utilisation; 
slurry treatment; and the 
building of cold chains. The 
allocation process will give 
priority to cooperatives, 
family farms and agricultural 
social-service providers such 
as agricultural institutes. See 
bit.ly/mof-agr-subs

Hong Kong

Exchange of information
The Hong Kong government 
has explained its plans 
for implementing the new 
Organisation for Economic 
Cooperation & Development 
(OECD) standard on automatic 
exchange of financial 
account information in tax 

matters (AEOI). There will be 
mandatory requirements for 
financial institutions to identify 
and collect information 
on reportable accounts, 
with penalties to ensure 
effective implementation, 
including punishments for 
erring employees of financial 
institutions. Certain trust 
companies, Mandatory 
Provident Fund schemes, 
occupational retirement 
schemes and credit unions 
will be excluded from 
the reporting legislation. 
A bill will be tabled to 
the special administrative 
region’s Legislative Council 
early in the year. See bit.ly/
hkgov-aeoi-impl

HK/Romania tax deal
Hong Kong has struck an 
agreement with Romania on 
avoiding double taxation. 
Under the agreement, 
tax paid in Hong Kong by 
Romanians can be deducted 
from their Romanian tax 
liabilities. Moreover, currently 
Hong Kong companies 
trading through a permanent 
establishment in Romania 
can be taxed on Hong Kong 
income in both jurisdictions, 
but in future Romanian 
tax paid will be able to be 
credited against Hong Kong 
tax liabilities. In addition, 
Romania’s withholding tax 
rate on royalties – currently 
16% – will be capped at 3%; 
its dividend withholding tax 
on Hong Kong residents will 
fall from 16% to between 
3% and 5%. More at bit.ly/
hk-rom-dbl-tax 

HK/SA tax treaty
An agreement between Hong 
Kong and South Africa on 
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avoiding double taxation 
and preventing income tax 
evasion entered into force 
on 20 October following 
ratification by both parties. It 
will come into effect in Hong 
Kong for assessment years 
from 1 April 2016. More at  
bit.ly/hk-sa-tax

Information swap
Hong Kong’s Securities 
and Futures Commission 
(SFC) has forged a 
memorandum of 
understanding with the 
European Securities and 
Markets Authority (ESMA) 
to exchange information 
on derivative contracts held 
in trade repositories in the 
European Union (EU) and 
Hong Kong. See bit.ly/sfc-
exch-inf-derivs

Disciplinary practices
The Hong Kong Institute 
of Certified Public 
Accountants has released 
revised guidelines on 
proceedings to be followed 
by its disciplinary committee 
and its chairman, including, 
for instance, amendments 
to suggested practices for 
oral hearings. More at bit.ly/
hkicpa-discp-prcdgs

Malaysia

GST exemptions
The Malaysian government 
has assigned zero GST tax 
rates to basic consumer 
goods such as medicines, 
infant formula and noodles, 
exempting them from a 
tax that was introduced 
last April. The Malaysian 
Institute of Accountants 
released a note on this and 
other reforms included in 
the 2016 budget and finance 
bill, including changes to 
personal and corporate tax, 
tax incentives, stamp duty, 
real property gains tax, 
goods and services tax, tax 
administration and petroleum 
income tax. More at bit.ly/
mia-tax-2016-fin-bill 

Reporting revaluations
The Malaysian Accounting 
Standards Board (MASB) 
has amended the Malaysian 
Private Entities Reporting 
Standard for returns on annual 
periods from 1 January 2017. 
The change will allow private 
entities to revalue property, 
plant and equipment. See bit.
ly/mia-priv-ent-revalu

Financial arbiter
Malaysia’s central bank, 
Bank Negara Malaysia, has 
announced the creation 
of a new national financial 
ombudsman scheme, 
which is expected to come 
into operation in the first 
quarter of 2016. The scheme 
will hear complaints from 
consumers in relation to 
disputes involving licensed 
banks and Islamic banks; 

licensed insurers and takaful 
(Islamic insurance) operators 
and brokers; development 
financial institutions; 
payment instrument 
issuers, both standard 
and Islamic; and 
approved financial advisers, 
including Islamic financial 
services providers. More at 
bit.ly/bnm-fin-ombdsmn 

Raising the quota
The Chinese government 
has extended the 
Renminbi Qualified Foreign 
Institutional Investor 
(RQFII) quota, to allow 
Malaysia-based investors to 
invest CNY50bn (US$7.8bn) 
into China’s economy, 
positioning Malaysia as 
a new offshore renminbi 
centre. See bit.ly/chxbr-rmb-
quota-ext

App data
Malaysia’s central bank has 
introduced three new mobile 
applications to help financial 
consumers make informed 
financial decisions: MyBNM, 
BNM MyLINK and MyTabung. 
The apps can be downloaded 
free from Apple’s App Store 
and from Google Play store. 
More at bit.ly/bnm-mob-
apps-fin

Fighting BEPS
The Inland Revenue Board 
of Malaysia has released a 
document listing a number 
of actions taken by the 
country’s federal government 
to combat transfer pricing 
and base erosion and profit 
shifting (BEPS). See bit.ly/
ctim-trsf-pr-beps ■

Keith Nuthall, journalist

MAS tells Singapore banks how to avoid money laundering

The Monetary Authority of Singapore (MAS) has released detailed practical guidance on 
how the city state’s large financial sector can protect itself against money laundering. The 
advice, which meshes with existing Singapore legislation, provides banks and other financial 
service providers with guidance on trade finance risk assessments, due diligence, sanctions 
controls, trade-based money laundering, filing suspicious transaction reports, and training. 
The document includes a separate section on correspondent banking, with advice on due 
diligence and monitoring of linked financial institutions. Banks need to maintain effective anti-
money laundering controls if Singapore is to maintain its reputation as a clean and trusted 
commercial, trading and transportation hub, said the guidance. More at bit.ly/mas-aml-doc
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KPMG China partners Arthur Wang, Banny Leung and Derrick Day examine the 
implications of developments in classification and measurement of financial instruments

Inside the new standard

This article aims to provide 
an overview of the new 
classification and measurement 
requirements of IFRS 9 and to 
highlight related major changes 
in comparison to IAS 39.

1 Classification and 
measurement of 
financial assets
IFRS 9 introduces a single 
principle-based classification 
approach for all financial 
assets. The classification is to 
be made on the basis of both 
the entity’s business model for 
managing the financial asset 
and the contractual cash flow 
characteristics of the asset. 
1.1 Overview: IFRS 9 contains 
three principal measurement 
categories for financial assets: 
amortised cost, fair value 
through other comprehensive 
income (FVOCI), and fair value 
through profit or loss (FVTPL). 
Financial assets in the scope 
of IFRS 9 should be classified 
as FVTPL, except those 
described in the following two 
scenarios and those where the 
entity applies presentation 
and designation options. 

When the contractual 
terms of a financial asset give 
rise on specified dates to cash 
flows that are solely payments 
of principal and interest 
on the principal amount 
outstanding (SPPI):
1) the financial asset should be 

measured at amortised cost 
if it is held within a business 
model whose objective is to 
hold financial assets in order 
to collect contractual cash 
flows (known as held-to-
collect); and 

2) it should be measured at 
FVOCI if it is held within 
a business model whose 
objective is achieved by 

The complete version of IFRS 
9, Financial Instruments, was 
issued in July 2014, and 
substantially completed the 
International Accounting 
Standards Board’s 

longstanding project to 
replace IAS 39, Financial 
Instruments: Recognition 
and Measurement. IFRS 9 
will become mandatorily 
effective on 1 January 2018.
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Classification and measurement of financial assets – overview

Financial asset in the scope of IFRS9

Is the asset 
an equity 

investment?

Is it held for 
trading?

Has the entity 
elected the 
OCI option 

(irrevocable)?***

FVOCI
(equity instruments)

* Dividends 
generally 
recognised in 
P&L

* Changes in fair 
value recognised 
in OCI

* No reclassifi cation 
of gains and 
losses to P&L on 
derecognition 
and no 
impairment 
recognised in P&L

FVTPL*

* Changes 
in fair value 
recognised 
in P&L

FVOCI
(other than equity 

instruments)**

* Interest revenue, 
credit impairment 
and foreign 
exchange gain or 
loss recognised in 
P&L (in the same 
manner as for 
amortised cost 
assets)

* Other gains and 
losses recognised in 
OCI

* On derecognition, 
cumulative gains 
and losses in OCI 
reclassifi ed to P&L

Amortised cost**

* Interest 
revenue, credit 
impairment 
and foreign 
exchange gain or 
loss recognised 
in P&L

* On 
derecognition, 
gains or losses 
recognised in 
P&L

Are the asset’s 
contractual cash fl ows 

solely principal and 
interest?

Is the business model’s 
objective to hold to 
collect contractual 

cash fl ows

Is the business model’s 
objective achieved 
both by collecting 

contractual cash fl ows 
and by selling fi nancial 

assets?

No

No

No

Yes

Yes

Yes

Yes

No

No

No

Yes

Yes

* Certain credit exposures can also be designated as at FVTPL if a credit derivative that is 
measured at FVTPL is used to manage the credit risk of all, or a part, of the exposure.

** An entity may, at initial recognition, irrevocably designate a financial asset as measured at FVTPL 
if, and only if, such designation eliminates or significantly reduces a measurement or recognition 
inconsistency (sometimes referred to as an ‘accounting mismatch’).

*** At initial recognition, an entity may make an irrevocable election to present in OCI subsequent 
changes in the fair value of an investment in an equity instrument that is neither held for trading 
nor contingent consideration recognised by an acquirer in a business combination to which 
IFRS 3 Business Combinations applies.

options under IFRS 9.
Under IFRS 9, reclassifi cation 

of fi nancial assets is required 
if, and only if, the objective of 
the entity’s business model for 
managing those fi nancial assets 
changes. Such changes are 
expected to be very infrequent.
1.2 Contractual cash fl ows 
assessment – the SPPI 
criterion: In IFRS 9, ‘principal’ 
is the fair value of the fi nancial 
asset at initial recognition, 
and ‘interest’ is defi ned as 
consideration for the time value 
of money, for the credit risk 
associated with the principal 
amount outstanding during a 
particular period of time and 
for other basic lending risks and 
costs, as well as a profi t margin.
1.3 Business model 
assessment: IFRS 9 requires 
an entity to classify fi nancial 
assets on the basis of the 
entity’s business model 
for managing the fi nancial 
assets as determined by its 
key management personnel. 
An entity’s business model 
refers to how it manages its 
fi nancial assets in order to 
generate cash fl ows. 

The table on page 56 
summarises the key features 
of each type of business 
model and the resultant 
measurement category.

2 Classification and 
measurement of 
financial liabilities 
IFRS 9 retains almost all of the 
existing requirements from 
IAS 39 on the classifi cation 
and measurement of fi nancial 
liabilities – including those 
relating to embedded 
derivatives. However, 
in contrast to IAS 39, 
IFRS 9 requires entities to 
present a gain or loss on 
a fi nancial liability that is 
designated as at FVTPL (other 
than loan commitments 
and fi nancial guarantee 
contracts) as follows:

* the amount of change 
in the fair value that is 
attributable to changes 
in the credit risk is » 

both collecting contractual 
cash flows and selling 
financial assets (‘both held 
to collect and for sale’).

When a hybrid contract contains 
a host that is a fi nancial asset 

in the scope of IFRS 9 and 
embedded features, the entire 
hybrid contract, including all 
embedded features, is assessed 
for classifi cation under IFRS 9 
with no bifurcation. 

The diagram above 
provides an overview of how 
fi nancial assets are classifi ed 
into the principal measurement 
categories, along with the 
presentation and designation 
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Business model Key features Measurement 
category

Held-to-collect
* The objective of the business 

model is to hold assets to 
collect contractual cash fl ows

* Sales are incidental to the 
objective of the model

* Typically lowest sales (in 
frequency and volume)

Amortised cost*

Both held to collect and for 
sale * Both collecting contractual cash 

fl ows and sales are integral to 
achieving the objective of the 
business model 

* Typically more sales (in 
frequency and volume) than 
held-to-collect business model

FVOCI*

Other business models, 
examples include:

* trading

* managing assets on a 
fair value basis

* maximising cash fl ows 
through sale

* Business model is neither 
held-to-collect nor held to 
collect and for sale 

* Collection of contractual 
cash fl ows is incidental to the 
objective of the model

FVTPL**

Business models – key features and measurement categories

presented in other 
comprehensive income 
(which is never reclassified 
to profit or loss); and 

* the remaining amount of 
change in the fair value is 
presented in profit or loss.

This split presentation is 
required unless doing so 
would create or enlarge 
an accounting mismatch in 

*   Subject to meeting the SPPI criterion and not using the fair value option.
** SPPI criterion is irrelevant – assets in all such business models are measured at FVTPL.

Expert view

For more on IFRS 9, 
see the Accounting 
for the Future session 
‘IFRS implementation 
masterclass’ at www.
accaglobal.com/
accountingforthefuture

profi t or loss.
IFRS 9 allows an entity 

to early apply only the 
requirements for the split 
presentation of gains and 
losses on fi nancial liabilities 
designated as at FVTPL (‘split 
presentation of own credit 
risk’) without applying the 
other requirements. 

3 Major 
differences in 
comparison to 
IAS 39
The new 
requirements 
of IFRS 9 on the 
classifi cation and 
measurement 
of fi nancial 
instruments vary 
from the existing 
requirements of 
IAS 39 mainly in the 
following aspects:

*    Under IFRS 9, 

there are three principal 
classification categories 
for financial assets, and 
assessment is done based 
on the assets’ cash flow 
characteristics and/or the 
business model in which 
they are held. The existing 
IAS 39 categories of held-
to-maturity, loans and 
receivables and available-for-
sale are removed.

* IFRS 9 eliminates the 
complex requirements for 
bifurcating hybrid financial 
assets because financial 
assets will be classified in 
their entirety. 

* IFRS 9 also requires 
reclassification between 
measurement categories 
when, and only when, the 
entity’s business model for 
managing them changes. 
This eliminates the complex 
rules for reclassification in 
IAS 39.

* The ‘default category’ 
of financial assets has 
changed from available-for-
sale as in IAS 39 to FVTPL 
as in IFRS 9. Under IFRS 9, 
financial assets cannot be 
classified as subsequently 
measured at amortised cost 
or FVOCI unless certain 
conditions are satisfied or 
the specific presentation 
option is elected. 

* IFRS 9 removes the ‘cost 
exception’ available 
under IAS 39 for equity 
instruments that do not 
have a quoted price in an 
active market and whose 
fair value cannot be reliably 
measured, requiring all 
equity investments to be 
measured at fair value.

* IFRS 9 changes how 
fair value movement of 
liabilities designated as 
at FVTPL is presented, as 
detailed in section 2 above.

4 Conclusions 
The classifi cation and 
measurement requirements 
included in IFRS 9 change many 
aspects of IAS 39 requirements 
(especially for fi nancial assets) 
and will affect entities in 
various ways. The overall 
change in the classifi cation 
of fi nancial assets will depend 
on choices previously made 
by entities in applying IAS 
39, their business models 
for managing the fi nancial 
assets, and the contractual 
cash fl ow characteristics of 
their fi nancial assets. ■

Arthur Wang, Banny Leung 
and Derrick Day are partners 
at KPMG China

IFRS 9 eliminates 
the complex 

requirements for 
bifurcating hybrid 

financial assets 
because assets 

will be classified 
in their entirety 
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Hong Kong

Simply the best
Top achievers from the 
December 2014 and June 
2015 examination sessions 
– including paper winners, 
top affiliates and medallists 
–  came together in November 
for an awards evening 
organised by ACCA Hong 
Kong, which recognised the 
hard work of the students and 
their achievements in their 
ACCA studies. 

Employers, academics 
and approved learning 
partners, together with family 
and friends, were present to 
witness and celebrate at this 
happy time. 

ACCA Hong Kong 
chairman Arthur Lee, who was 
himself a winner in two papers 
some years back, welcomed 
more than 100 top achievers 
and their guests to the event. 
‘As an engineering graduate, 
ACCA opened doors for me to 
enter the finance world, which 
I’m always grateful for,’ he 
said. ‘To achieve remarkable 
results in ACCA exams surely 
takes a lot of hard work, 
commitment and persistence, 

but I can assure you it will all 
be worth it, as you will enjoy 
a bright career development 
path ahead,’ said Lee in his 
opening address.

The high flyers took 
advantage of the opportunity 
to expand their professional 
network by meeting with 
fellow winners, employers and 
academics in an evening filled 
with happiness and pride. 
ACCA is especially pleased 
to hear directly from this 
elite group, sharing how the 
Qualification has helped them 
in pursuit of their careers. 
As we always say, ‘Your success 
is our mission.’

Shanghai

Harbinson in China
ACCA immediate past 
president Anthony 
Harbinson delivered a talk 
at the Shanghai National 
Accounting Institute (SNAI) in 
November, which examined 
the challenges facing public 
finances globally. Entitled 
‘Achieving sustainable public 
finance management and 
effective decision-making’, 
the seminar was jointly 

arranged by ACCA and SNAI 
against the backdrop of an 
increasing focus on improving 
the quality of public financial 
management around the 

globe, with many countries 
in both the developed and 
developing world making 
important and impressive 
advances in strengthening 
public financial management 
and governance.

Around 180 people 
attended the event, including 
finance professionals 
from the training programmes 
of the SNAI and the 
Asia-Pacific Finance and 
Development Institute, as well 
as ACCA members.

After an introduction to 
the challenges facing public 
finance, Harbinson explored 
the crucial role which the 
International Public Sector 
Accounting Standards (IPSAS) 
play in decision making 
and financial sustainability. 
He then shared the findings 
from a recent study on 
consolidated government 
accounts and the part they 
have to play. 

Following the presentation, 
there was a lively Q&A session 
on consolidated government 
accounts, and four ACCA 
Research & Insights reports 
on public finance were sent to 
attendees for further study.

As well as Harbinson’s 
speech, the audience heard an 
update from SNAI’s Professor 
Guo Yongqing on progress 
with the development 
of reforms to Chinese 
government accounting.

The joint seminar is an 
example of how ACCA 
is leveraging global 
resources, and working 
together with partners 
to achieve long-lasting 
improvements, transparency 
and accountability in public 
financial management around 
the world. ■

Student high flyers have much to celebrate

ACCA: News

Headline for web:

Folio for app:

Something to celebrate
ACCA Hong Kong salutes the hard work and achievement of its top exam scorers and 
ACCA past president Anthony Harbinson addresses an audience in Shanghai

▲ Signs of achievement
Lu Jiawen and her collection 
of certificates

▼ Talking head
Anthony Harbinson delivers 
a talk on public finance 
at the Shanghai National 
Accounting Institute
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China’s CFO challenges
In the first of two events for CFOs in China, ACCA Shanghai hosted a summit  
focusing on how the role is evolving against a backdrop of economic uncertainty

Chief financial officers are 
now expected to be leaders 
first and ‘numbers people’ 
second, particularly as they 
lead companies through a 
‘volatile, uncertain, complex 
and ambiguous’ world. 

VUCA, a term once 
reserved for military doctrine, 
is well suited to describe 
the world current and future 
CFOs face. This world is 
defined by a lack of a global 
growth engine, larger currency 
fluctuations, fluctuating 
energy prices and ongoing 
environmental challenges. 

These challenges were 
at the core of the discussion 
in October, when ACCA 
Shanghai welcomed more 
than 400 CFOs and senior 
finance executives to its CFO 
Summit, Asian Groundbreaker 
– CFO From Doing to Being. 
An impressive line-up of 
speakers discussed the macro-
economic trends that have 
a significant impact on the 
way businesses operate, the 
skills and knowledge that top 
finance professionals need, 
and the shifting role of finance 
professionals as they become 
strategists that lead smart and 
diverse teams.

More than ever before, 
finance leaders and their 
organisations operate in a 
volatile business environment. 
Six years after the global 
financial crisis, robust and 
synchronised global expansion 
remains elusive. This year 
and the next are likely to 
mark a transition period, 
particularly for the Chinese 

economy that is 
moving from rapid 
growth to high and 
intermediate levels 
of expansion. Just 
as challenging, 
against a backdrop 
of a longer term 
shift in economic 
clout from west 
to east, emerging 
market economies 
(EMEs) seem to be 
losing steam. CFOs 
polled by Deloitte 
in its quarterly 

More than ever 
before, finance 

leaders and their 
organisations 

operate in a 
volatile business 

environment

CFO survey reported a sharp 
rise in uncertainty facing their 
businesses and have scaled 
back their expectations for 
investment and hiring over the 
coming years.

‘Slower pace of growth’
China’s GDP in 2014 was 
RMB63.6 trillion, in dollar 
terms US$866.5bn more than 
in 2013. ‘$866.5bn equals the 
GDP of the world’s 17th largest 
economy,’ Fan Jianping, chief 
economist of the Information 
Center of the State 
Development and Reform 
Committee told the summit. 
‘However, a larger base means 
slower pace of growth.’ 

With slower growth, many 
industries are tackling issues 
of profitability. For CFOs, the 
challenge and the priority is to 
streamline businesses to ensure 
cost-efficiency. ‘Specifically, 
the strengthening regulations 

under a tighter macro-
trend, increasing cross-field 
competition and increasingly 
complex needs from customers 
are mounting pressure on 
profitability,’ said Wilson Tian, 
director of management 
consulting at KPMG China. 
‘Worse still, the pressing need 
for cost control is beginning to 
show more side effects.’

There are a number of 
pitfalls that CFOs should 
avoid. Top of the list are 
inaccurate cost information, 
unsustainable cost reductions 
and limiting the areas for cost 
optimisation. ‘A one-cut-fits-all 
approach or too much focus 
on short-term growth will only 
make the cost-cutting initiative 
backfire,’ said Tian.

So what is the best way to 
cut costs? Value-chain analysis 
may be crucial. The process 
allows firms to identify the 
primary and support activities 

◄ A new phase
Fan Jianping talked 
about how China’s 
expanded economic base 
had led to a slower pace 
of growth

58

Accounting and Business 01/2016

ACCA | News

CN_A_conferenceChina.indd   58 03/12/2015   14:47



that add value to the final 
product and analyse these 
activities to reduce costs or 
increase differentiation. ‘Most 
important is to identify links 
between activities. Only by 
understanding what factors 
drive the costs, managers can 
focus on improving them,’ 
Tian said. 

Cutting costs associated 
with one activity may lead 
to further cost reductions 
in subsequent ones. This 
is particularly true during 
downturns, when the goal is 
to maintain highly productive 
workers on the payroll. Labour-
intensive activities are affected 
by the length of work hours, 
work speed, wage rates and 
similar factors, and different 
activities have different cost 
drivers. The cost of labour is 
always a controversial topic. 
When wages rise, corporate 
profit margins fall; that does 
not mean that this is where the 
first cuts should be directed.

‘The first thing that comes 
to mind may not always be 
layoffs or cutbacks,’ Tian 
said. The question is ‘how 
to improve productivity by 
rearranging the workload? 
[That] can be another way out.’ 

Another avenue to cut 
costs is to produce products 
with fewer components, 
which could lead to fewer 
faulty parts and lower service 
costs, as well as looking at 
accounts receivable. 

Growth in China

China is moving away from the high-speed growth model 
driven by cheap labour that has characterised its economy 
over the past few decades. Average annual GDP growth 
in the three decades to 2010 has given way to economic 
growth of around 7% this year. This shift is happening as 
investment in real estate development shrinks, and the 
aging population grows, shrinking China’s working-age 
population by seven to eight million annually from 2020 
to 2030, according to Fan Jianping, chief economist of 
the Information Center of the State Development and 
Reform Committee.

The silver lining is that there is room to boost 
consumption and raise productivity. According to 
Fan, China’s national savings rate is above 50% and 
will stay above 40% for the next decade – 10% to 20% 
higher than other economies at the same stage of 
development. Unlocking those savings into consumption 
could keep China’s growth rate around 7% for the 
foreseeable future. 

Just as important, however, are productivity gains. 
Fan described how, while the average R&D worker in 
Europe works around 1,300 to 1,400 hours per year, 
telecommunications manufacturer Huawei’s workers work 
around 2,750 hours per year. Multinationals in Europe pay 
R&D staff between US$120,000 to US$150,000 per year, 
while Huawei’s costs are just US$25,000. 

‘Huawei persistently attacks its target markets with its 
comparatively low cost of research and development,’ 
Fan said.‘

‘Companies stay efficient 
and competitive by keeping 
inventory levels down and 
speeding up collection of what 
they are owed,’ Tian said. The 
longer the collection period, 
the larger the problems that 
could lay ahead. 

‘A company may be 
letting customers stretch their 
credit in order to recognise 
greater top-line sales and 
that can spell trouble later on, 
especially if customers face a 
cash crunch. Getting money 
right away is preferable to 
waiting for it,’ Tian added.

Not just the numbers
The overall picture is that 
now, more than ever, CFOs 
must take a strategic view of 
operations and not just look at 
the numbers. ‘CFOs have to 
cross fields whether they want 
to transform or not, because 
CFOs must observe the whole 
business including R&D, 
purchasing, sales, logistics 
from the perspective of the 
CEO or general manager,’ 
said Gu Feng, CFO of 
Shanghai Automotive Industry 
Corporation (SAIC Motor).

The responsibility for 
formulation of business 
strategy typically rests with the 
broader executive team, and 
CFOs are key members of that 
team and important advisers 
to the board of directors. 

‘CFOs should go beyond 
finance and touch on every 

single other function in 
the company as well, since 
CFOs need to transform the 
company,’ said Sun Zhenyao, 
chairman of HiSoft and 
a former president of HP 
China. ‘For CFOs, emotional 
intelligence (EQ) never weighs 
less than IQ.’

A key priority for CFOs 
was the need to meet stricter 
rules and ensure better 
communication among the 
different functions. It is in this 
area that Marcia Reynolds, 
president of Covisioning, 
weighed in. An expert in the 
field, she pointed out that the 
most effective leaders can turn 
difficult conversations into 
breakthroughs.

‘The best leaders make 
us feel unsure of ourselves or 
bring us to a discomfort zone, 
since learning always happens 
in the moment of uncertainty,’ 
Reynolds said. Leaders like 

CFOs are charged with getting 
people to stretch their limits. 
This is not always easy. When 
done incorrectly, a difficult 
conversation can lead to more 
resistance to growth. 

CFOs should pick the right 
time and place to enter the 
discomfort zone and work to 
create a ‘safety bubble’ so that 
people trust their intentions. 
Drawing from recent 
discoveries in neuroscience, 
she said that leaders should 
ask questions that short-
circuit the brain’s defence 
mechanisms and habitual 
thought patterns. Instead of 
being told where they are 
falling short, people prefer to 
discover their shortcomings 
by themselves and find ways 
to do better. This process of 
self-discovery typically leads to 
long-lasting changes. ■

Irene Zhou, journalist

◄ Warm welcome
Chun Wee Chiew, 
ACCA head of policy, 
Asia Pacific, welcomed 
delegates to the summit
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How to build a leader
In the second of two CFO summits, ACCA Hong Kong put the spotlight on how the 
finance profession can prepare for future roles and career paths – all the way to the top

The stereotypical image of the 
chief financial officer – poker-
faced and buried in piles of 
spreadsheets – rarely applies 
any more. Providing financial 
analysis and insight is still a 
key part of the CFO’s job, 
but the role now entails much 
more. The modern CFO needs 
to be a business leader who 
takes on challenges outside 
the traditional comfort zone 
of finance or accounting.

Just a decade ago, not 
many CFOs had executive 
roles but now more than half 
of them do. Modern finance 
professionals oversee multiple 
functions ranging from human 
resources to legal, information 
technology, consumer services 
and more, said speakers during 
the ACCA Hong Kong CFO 
Summit last November. CFOs 
are expected to support and 
develop corporate strategy and 
guide key business initiatives. 

Entitled ‘Asian 
Groundbreakers – The New 
Leadership Imperative’, the 
summit brought together 150 
CFOs, financial controllers and 
other top finance executives. A 
panel of international, regional 
and local speakers discussed 
how to prepare for future roles 
and career paths – including 
how to become the next CEO – 
while cultivating an environment 
marked by diversity of culture, 
gender and age. 

The modern CFO has come 
out from behind the curtain to 
become a power player within 
the C-suite. ‘Of course, you 
still need to make sure that 
numbers are not lying, but I 
think part of the profession 
is to also care for the moral 
fibre of the corporation you 
serve,’ said Raymond Ch’ien 
Kuo-fung, chairman of both 
MTR Corporation and Hang 
Seng Bank at the time of 

the summit. (He retired from 
MTR last month.) ‘You have 
to strike a balance. Or do 
you dare to go up to the CEO 
and say ‘We should do things 
a bit differently’?’

One of the first things 
finance professionals need 
to consider is knowledge. 
CFOs should know how other 
business divisions operate, 
which customers are important 
and understand the needs of 
their industry. ‘Knowledge is 
essential,’ said Ch’ien. ‘Only 
by filling the knowledge gap 
and by being able to integrate 
knowledge, we help ourselves 
and our companies stay ahead 
of the competitors.’

Embrace diversity
One way to smooth out the 
learning curve and inspire 
innovation among corporate 
leaders is for organisations to 
embrace diversity. At a practical 
level, this translates into a need 
to recruit people from different 
backgrounds.Regulators also 
encourage greater gender 
diversity. A recent consultation 
paper in Hong Kong, for 
example, recommends the 
introduction of gender diversity 
disclosures for companies. 

‘The benefit is quite 
obvious. First, as men and 
women think in different ways, 
women can bring different 
insights and different ideas, 
to explore a problem,’ Smita 
Sanadhya, CFO at Microsoft 
Hong Kong, told delegates. 
‘Second, look at your consumer 
base. As your products tap 
more female and family-related 
areas, gender diversity can help 
you understand different needs 
of consumers.’ 

One area that is lagging 
within companies is age 

diversity, which is unique in 
that there is a rather clear 
line separating different age 
groups. Most business leaders 
are older baby boomers or 
Generation Xers, while younger 
professionals tend to fill more 
junior positions, particularly 
in large organisations. 
Nevertheless, the most 
successful CFOs are adept at 
taking multiple points of view 
and perspectives into account, 
aware that a ‘my-way-or-the-
highway’ attitude may be the 
best way to lose young talent. 

‘In the interview, I look into 
their values rather than other 
technical level skills,’ said 
Wilfred KP Wong, founder 
and managing director at 
Resolutions HR & Business 
Consultancy. ‘If their core 
values are similar to our 
corporate culture, then you 
spend less time to tailor that 
talent to fit your company and 
unlike other skills that can be 
learned later, DNA can hardly 
be changed.’

Expectations have changed, 
too. ‘The key difference with 
Gen Y is that we now live in an 
era of instant feedback and 
gratification, so they want to 
see immediate results,’ said 
Andrew Blake, who manages 
the commerce finance division 
at Robert Walters, an HR 
consultancy. ‘There is more 
of a short-term focus on 
progression and on wanting 
their role to be interesting 
and satisfying from the start. 
In the past, people may have 
been more willing to bide their 
time and prove their worth 
before progressing through the 
organisation,’ he added.

Just as important, 
however, is to recognise 
the value of long-serving 

The best economic story

Two ongoing concerns for finance professionals at the 
summit were the state of the Chinese economy and the 
growth prospects for emerging Asian economies. 

‘There are weaknesses on China’s economic data, 
no one denies that, but they are not a million miles off,’ 
said Duncan Innes-Ker, regional director for Asia at the 
Economist Intelligence Unit. ‘A key challenge is to raise 
productivity. This remains very difficult but new companies 
are emerging at a rapid rate – the private sector is very 
dynamic and there is a lot happening on that side.’

Premier Li Keqiang has said the target for economic 
growth in 2016 will be 6.5%, lower than the 7% targeted 
last year. Even at this slower rate, however, China remains 
one of the fastest growing economies in the world. 
Over the next year, economic growth could be further 
supported by a strong rebound in the real estate market. 

The perceived weakness is balanced out by significant 
prospects for growth. ‘Asia is still a good story,’ said Innes-
Ker. ‘For companies, Asia remains the place they really need 
to be if they want to take advantage of this great story.’ 
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staff who have not made 
it to senior management 
positions but can adjust to 
the rapidly changing working 
environment. ‘We usually 
undervalue these people, who 
are mature, dedicated and 
loyal people,’ said David Man, 
head of finance transformation 
and operations at AIA Group. 
‘They bring history, culture 
and legacy of an organisation, 
and can pass it on to the next 

generation of people that we 
bring into the team.’

Built-in constraints
For the modern CFO, 
becoming a business leader 
is important. The question, 
however, is whether that is 
enough to make the shift 
from CFO to CEO. This shift 
is much harder than just a 
change of title. 

The problem is that the 
accounting and 
finance profession 
comes with built-
in constraints. 
Some CFOs 
are disciplined 
and outcome-
oriented finance 
professionals, often 
more cautious than 
their peers within 
the C-suite. 

‘I do think 
the CFO has the 
advantage of being 
a good leader,’ said 

Patrick KW Chan, executive 
director and CFO of Sun Hung 
Kai Properties. 

‘Accountants are often 
accused of being conservative 
and risk-averse, but at times 
such characters may save the 
company,’ said Paul Mok, 
group financial controller of 
Orient Overseas Container 
Line. ‘This could indeed be 
counted as our competitive 
advantage. To strike a balance 
between being risk-loving 
and risk-averse, it is more 
important that the accountants 
steer the company into 
taking calculated risks in 
a risk-intelligent manner, 
commensurate with the risk 
appetite of the company.’

‘Our profession requires 
us to observe and follow rules 
and regulations. But when it 
comes to business, we are 
always encouraged to think 
out of the box. You have to be 
innovative, creative, but that 
may not be our strength,’ said 

Chan. ‘CFOs have to spend so 
much time doing analysis, while 
interacting with people is not 
their main function. I am not 
trying to undermine CFOs, but 
there must be a transformation 
process. On the contrary, I 
believe everyone can be a CEO 
only if he or she wants this 
“lonely and isolated” job.’

Ultimately, a growing 
number of CFOs have other 
ambitions. ‘In 10 years, maybe 
there is no CxO anymore. 
Instead, there will be a group 
of people making decisions 
together, hand in hand – CEO 
and CFO,’ said Bonnie Chan, 
CFO at IBM China/Hong 
Kong. ‘In addition, 10% of 
our work may be related to 
daily operations and routine 
tasks, while 90% will focus 
on strategies development, 
outgrowing the competition 
and bringing values to 
the company.’ ■

Pearl Liu, journalist

▲ Open discussion
Gathered round the table were (l-r): David Wu, partner, consulting, Deloitte China; Paul Mok, group 
financial controller, Orient Overseas Container Line; Bonnie Chan, CFO, IBM China/Hong Kong; 
Patrick KW Chan, executive director and CFO, Sun Hung Kai Properties; and Chun Wee Chiew, 
ACCA head of policy, Asia Pacific

▼ Wider view
Raymond Ch’ien Kuo-fung, 
chairman, Hang Seng Bank 
and former chairman, MTR 
Corporation, and Duncan Innes-
Ker, regional director for Asia, 
Economist Intelligence Unit

‘Accountants are 
often accused of 

being conservative 
and risk-averse, 

but at times such 
characters may 

save the company’
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At the heart of the debate
Rosalind Goates reports from the biennial ACCA-sponsored Robin Cosgrove Prize 
ceremony, where IMF managing director Christine Lagarde spoke out on ethics

The ‘credit crunch lunch’ 
and anxious queues outside 
banks may now be faded 
memories, but headlines 
about the bad behaviour of 
banks and their employees 
persist, extending a shadow 
that still hangs heavy 
over the industry. The 
repercussions of the financial 
crisis will continue to be 
be felt for many years, not 
least in the debate it raised 
about the purpose and role 
of financial institutions, who 
they should serve and how, 
and why the crisis happened.

Ethics, not historically 
mentioned in the same breath 
as banking, has become a 
tool for analysis and offered 
up a space to debate how we 
view and understand financial 
products. It is a space that 
accountants must occupy if 
we are to add value to society, 
and the global span of ACCA’s 
membership places it in a 

unique position at the heart 
of such debates. 

Christine Lagarde, 
managing director of the 
International Monetary Fund 
(IMF), spoke about ethics at 
the ACCA-supported awards 
ceremony for the Robin 
Cosgrove Prize, a global 
competition that seeks to 
promote imaginative thinking 
about ethics in finance, which 
took place at the end of last 
year in Washington, DC. 

Lagarde pointed out that 
‘a more ethical system is a 
more stable system, because 
ethics create trust, and a more 
stable system leads to more 
sustainable growth’; it is with 
this in mind that we must 
consider ethics as an essential 
part of being a finance 
professional. If we accept that 
regulation has its limits and 
that we don’t wish to see all risk 
discounted, we must ensure 
that those in the industry don’t 

work against the interests of 
society as a whole. We live 
in an ever more connected 
world and the collective 
decisions of individuals ripple 
out much further than the 
societies they are part of: 
finance is international and 
interconnected. 

Against this backdrop, 
ACCA has been working in 
partnership with the Robin 
Cosgrove Prize to promote 
the role of ethics in finance, 
discussing culture versus 
regulation with the UK’s 
Financial Conduct Authority 
(FCA) and raising the issue 
of ethics with European 
commissioner Lord Hill. 

At the awards ceremony,  
which was hosted by the 
IMF, Lagarde spoke of her 
organisation’s commitment 
to ethics, which, she said, is a 
central strand of its work. 

As the finance industry 
grapples with evolving 
technology and increasing 
regulatory demands, 
contributions from Archbishop 
of Canterbury Justin Welby, 
Lagarde and competition 
entrants focused not on 
constraining markets but on 
the decisions that might incite 

a more ethical approach. 
Several contributors 

rightly pointed to the rise 
of participative technology 
and competitive payment 
methods, but the prevailing 
theme was the need for a 
culture change – something 
those in the UK will recognise 
in the work of the FCA. 

One entrant took a different 
tack, focused on ‘design 
thinking’, a concept favoured 
by tech start-ups and nimble 
businesses such as Apple. 

This problem-solving 
approach uses empathy as the 
starting point, with information 
gathered around the end user 
and their interaction with the 
product or service. It differs 
from traditional problem 
solving as its goal is to achieve 
a better future situation 
rather than to solve a specific 
problem. The ‘designer’ hopes 
to discover hidden aspects 
of a problem by starting from 
a view of empathy, with the 
aim of opening up alternative 
solutions. Through a process of 
iterative thinking, the problem 
might end up being redefined 
to find a solution.  

All the essays expressed an 
urgency of tone and a desire 
for governments to continue 
to work with the industry to 
achieve a step change. Starting 
from a point of empathy, banks 
may seek to reconnect with the 
individuals they serve. ■

Rosalind Goates is public 
affairs manager at ACCA

For more information:

For copies of the winning essays please contact  
Rosalind.goates@accaglobal.com

 
www.robincosgroveprize.org

◄ Fair point
Speaking at the award 
ceremony for the Robin 
Cosgove Prize, the IMF’s  
Christine Lagarde said a  
more ethical system would 
lead to greater stability and 
more sustainable growth
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Council highlights
At its November meeting, Council discussed member satisfaction, voting at the AGM 
and the changing landscape of professional learning, among other issues

ACCA’s Council met on 
Saturday 21 November 
in London. The meeting 
featured discussions and 
decisions on a number of 
important matters.

* President Alexandra Chin 
updated Council on her 
and the officers’ activities 
since September, including 
speaking and attendance 
at events in Singapore, 
Sri Lanka, Kuala Lumpur, 
Ireland, Romania, Poland, 
Pakistan and China, and 
collective attendance at the 
19th annual International 
Assembly on 19 and 20 
November. 

* Council noted a report 
from chief executive 
Helen Brand, including an 
overview of the first half of 
the 2015-16 performance 
year, and a summary of 
strategic performance as at 
the end of September.

* Council broke into 
discussion groups to 
consider plans to improve 
member satisfaction and 
a draft member value 
proposition. 

* Council received a 
presentation from vice 
president Leo Lee and, 
in discussion groups, 
considered a paper on 
the issues arising from 
the 2015 annual general 
meeting. Council received 
a presentation from 
Pauline Hobson, the 
chairman of governance 
design committee, focusing 
on the issue of voting at 
the AGM and in Council 
elections. Actions from 
both these discussions 
will be considered by 
governance design and 
nominating committees. 

* Council received an oral 
update from the chairman 
of audit committee, 
Robert Stenhouse, on the 
decision of BDO to resign 
as auditors, having not 
been invited to retender 
for the audit. Council 
agreed the proposed 
process for appointment of 
replacement auditors. 

* Council agreed the 
timetable for choosing 
its preferred nominee to 
become vice president for 
2016-17, including a closing 
date of 14 December for 
nominations and then 
selection, by ballot, by 
Council on 12 March 
2016. The winner of the 
ballot will have his or 
her name submitted for 
formal election at the 
annual Council meeting on 
15 September 2016.

* Council noted a paper 
reviewing the changing 
landscape of professional 
education and learning. 
Council also noted an 
update on the partnership 
with the University of 
London.

* Council noted a paper on 
future-proofing the ACCA 
Qualification. 

* Council noted a report 
from the Qualification 
Board meeting on 
15 October 2015 covering 
its ratification of the results 
of the first September 
examination.

* Council received an oral 
report from the president 
on the results of the 
Council performance 
appraisal exercise for  
2014-15. 

The next meeting will be in 
London on 12 March 2016. ■

▲ Changing chambers
The November 2015 Council meeting was the last to be 
held at  29 Lincoln’s Inn Fields, with ACCA moving soon after 
to new premises in London at the Adelphi
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Ready to respond
Over 50 delegates from around the world attended the 2015 International Assembly in 
London in November to consider the theme ‘Being #1: Future-proofing the profession’

The need to ‘future proof’ ACCA and the accounting 
profession was the focus of discussions at the recent 
International Assembly in London. More than 50 ACCA 
representatives enjoyed two days of discussions on issues 
such as member engagement and employability, as well 
as meeting ACCA Council colleagues to look at the  
challenges facing the global profession. See also 
coverage of the panel session, ‘The profession the world 
needs’, on page 30.

► Belete Bobe, 
member of ACCA 
Australia and  
New Zealand  

▲ IMA chairman-elect Marc Palker talks 
about member engagement

► Helen Brand, chief executive of ACCA, gives an 
update on ACCA activities over the last year

► Vintoria Bernard,  
delegate from Jamaica

▲ ACCA president Alexandra Chin 
welcomes delegates to the Assembly
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◄ (left to right) 
Cristina Gutu, delegate 
from Romania; Paul 
Druckman, chief 
executive of the 
International Integrated 
Reporting Council; 
Katerina Sipkova, ACCA 
Council member; and 
Helen Perkins, ACCA 
head of governance 
communications

▼ ACCA Council member 
Aaila Majeed and Fergus 
Condon, delegate from 
Ireland, at the dinner at the 
Museum of London

▲ Etain Doyle, delegate 
from Ireland

▲ IMA chairman-elect Marc Palker talks 
about member engagement

▲ ACCA president Alexandra Chin 
welcomes delegates to the Assembly

◄ Joyce Tamale, delegate 
from Uganda

▼ Leo Lee, ACCA vice 
president, sums up the 
discussions on day one   
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ACCA moves in
ACCA has moved into its new offi ces, which combine modern 
technology and design within a striking Art Deco building

From 4 January 2016, ACCA’s 
new address will be the 
Adelphi, 1-11 John Adam 
Street, London WC2N 6AU.

ACCA’s global HQ is on 
the third and fourth fl oors of 
this iconic building, which 
is in central London, near to 
the Thames.

Helen Brand, chief 
executive of ACCA, said: 
‘This is a global headquarters 
befi tting ACCA’s status as 
the global leader in our fi eld. 
Our new location allows us to 
maximise our infl uence as a 
world-class organisation. I look 
forward to welcoming staff, 
members and guests to the 
new offi ce.’

In November 2015, ACCA’s 
Council visited the Adelphi, as 
fi nal designs and fi ttings were 
being completed ahead of the 
move. Feedback from Council 
has been extremely positive, 
recognising that the Adelphi 
is an impressive location for 
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ACCA, combining modern 
technology and design with 
the striking features of an Art 
Deco building.

The building dates from 
the 1930s and is an icon of 
architectural design that 
epitomises the Art Deco era. 

Clad in Portland stone 
– a prized limestone from 
Dorset – and decorated 
with impressive sculptures, 
the building takes its name 
from its location in London’s 
Adelphi district, which still 
includes many impressive 18th 
century buildings designed by 
architects the Adams brothers.

ACCA is in good company 
when it comes to calling 
the Adelphi home. Previous 
inhabitants include literary 
giants John Galsworthy, 
George Bernard Shaw, 
Thomas Hardy, David Garrick, 
and JM Barrie, author of 
Peter Pan. Another resident 
of the Adelphi – fi ctional but 
perhaps even more famous 
– was the character of David 
Copperfi eld, created by 
Charles Dickens.

Power it up!

The 11th edition of 
Accountancy Futures has 
been published. It covers 
ACCA’s state-of-the-
industry research into the 
oil and gas sector and also 
has an interview with best-
selling Australian author 
and accounting historian 
Jane Gleeson-White. She 
asks: can accountants save 
the planet? 

We also cover a wide 

ACCA member 
benefits
Employability
Membership improves 
earning power and job 
prospects on a global 
scale.

Infl uence and 
representation
Members play key 
roles in representing 
and developing the 
profession, backed by 
cutting-edge research.

Knowledge and 
connections
Keep up to date with 
our publications and 
social media feeds. Our 
events let you network 
with a large peer group.

Personal development
CPD, training and career 
progression support.

ACCA Careers
Our careers portal gives 
guidance and lists job 
vacancies worldwide.

Customer care
Fast and effi cient 
support around the 
clock, by phone, email 
and webchat.

Go to www.accaglobal.
com/memberbenefi ts

range of issues, including governance, risk, the future of 
audit, corporate reporting, the public sector, emerging 
markets and diversity. And we talk to senior fi nance 
professionals such as accounting luminary Bob Herz and 
Bangladesh’s auditor general Masud Ahmed.

Read it at www.accaglobal.com/futuresjournal.
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CN_Cover.indd   1 03/12/2015   12:42

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

	AB CN_01
	CN01

	AB CN_02
	CN02

	AB CN_03
	CN03

	AB CN_04
	CN04

	AB CN_05
	CN05

	AB CN_06
	CN06

	AB CN_07
	CN07

	AB CN_08
	CN08

	AB CN_09
	CN09

	AB CN_10
	CN10

	AB CN_11
	CN11

	AB CN_12
	CN12

	AB CN_13
	CN13

	AB CN_14
	CN14

	AB CN_15
	CN15

	AB CN_16
	CN16

	AB CN_17
	CN17

	AB CN_18
	CN18

	AB CN_19
	CN19

	AB CN_20
	CN20

	AB CN_21
	CN21

	AB CN_22
	CN22

	AB CN_23
	CN23

	AB CN_24
	CN24

	AB CN_25
	CN25

	AB CN_26
	CN26

	AB CN_27
	CN27

	AB CN_28
	CN28

	AB CN_29
	CN29

	AB CN_30-rev
	AB CN_31-rev
	AB CN_32
	CN32

	AB CN_33
	CN33

	AB CN_34
	CN34

	AB CN_35
	CN35

	AB CN_36
	CN36

	AB CN_37
	CN37

	AB CN_38
	CN38

	AB CN_39-rev
	AB CN_40
	CN40

	AB CN_41
	CN41

	AB CN_42
	CN42

	AB CN_43
	CN43

	AB CN_44
	CN44

	AB CN_45
	CN45

	AB CN_46
	CN46

	AB CN_47
	CN47

	AB CN_48
	CN48

	AB CN_49
	CN49

	AB CN_50
	CN50

	AB CN_51
	CN51

	AB CN_52
	CN52

	AB CN_53
	CN53

	AB CN_54
	CN54

	AB CN_55
	CN55

	AB CN_56
	CN56

	AB CN_57
	CN57

	AB CN_58
	CN58

	AB CN_59
	CN59

	AB CN_60
	CN60

	AB CN_61
	CN61

	AB CN_62
	CN62

	AB CN_63
	CN63

	AB CN_64
	CN64

	AB CN_65
	CN65

	AB CN_66
	CN66

	AB CN_67
	CN67

	AB CN_68
	CN68




