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Welcome
The fast-growing e-sports sector offers opportunities for accountants as well as 
gamers, while auditors should sharpen their data analytical skills, says Colette Steckel

School of Accountancy will soon offer 

data analytics programmes pitched 

at a range of graduates and auditing 

professionals. Find out more on page 28.

In our big interview on page 12, we 

speak to Rocky Lok, CFO of KFC Hong 

Kong & Macau, who also happens to 

be a talented musician travelling the 

world in a renowned harmonica quintet. 

He explains how music teaches him to 

relax as well as express himself through 

sound. And he isn’t afraid to roll his 

sleeves up and work in the KFC kitchens 

to get a better understanding of the 

business and its ambitions to expand.

Integrity, trust and honesty are key 

themes of this year’s World Congress 

of Accountants in November, at 

which ACCA is a gold sponsor, and 

the event will feature two high-profile 

whistleblowers: Michael Woodford, 

the British former Olympus CEO, and 

Sylvain Mansotte, who uncovered 

insider fraud at Leighton Contractors in 

Australia. More on page 66. AB

Colette Steckel, Asia editor

colette.steckel@accaglobal.com

The e-sports scene – organised, 
multiplayer video game competitions 
among professional players – is proving 
to be a massive hit in Asia. Last year, 
the Olympic Council of Asia announced 
that e-sports would be included in the 
2022 Asian Games in China, and this 
year’s event in Indonesia will see it 
added as a demonstration sport. 

China, Japan and Korea already have 

established e-sports sectors, while 

Singapore recently opened a training 

academy. And in January, at the launch 

of the Malaysia Cyber Games 2018, 

Prime Minister Datuk Seri Najib Tun 

Rajak announced plans to create a new 

industry in the country. On page 32 we 

look at how the accountancy profession 

is tapping into the opportunities offered 

by professional gaming events.

Data analytics knowledge is one of the 

most in-demand auditor skills, according 

to a recent Harvey Nash/KPMG CIO 

survey; ACCA’s Drivers of change and 
future skills report also identified the 

process as having a major impact on 

the profession. Little wonder, then, that 

Singapore Management University’s 

Audit period July 2016 
to June 2017 145,448
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Asia celebrated the 
incoming Year of the 
Dog – the zodiac 
sign characterised by 
independence, sincerity, 
loyalty and decisiveness. 
Recent years have seen 
a growth in the digital 
delivery of the traditional 
red money packets. 

Frances McDormand, 
who won the Oscar 
for best actress for her 
role in Three Billboards 
Outside Ebbing, 
Missouri, used her 
acceptance speech to 
highlight the need for 
more diversity in the 
fi lm industry.

Danish toymaker Lego 
admitted making too 
many bricks as sales and 
profi ts fell for the fi rst 
time in 13 years. Revenue 
for 2017 dropped by 
8% to 35 billion kroner 
(US$5.8bn), compared 
with 37.9 billion kroner 
(US$6.3) in 2016.

The investment appeal 
of luxury accessories 
was reinforced when a 
Hermes handbag sold 
at Christie’s Hong Kong 
for over US$380,000. 
According to investment 
bank Jefferies, high-end 
bags can generate returns 
of up to 30% a year.
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Singapore set for carbon tax
Singapore will introduce a carbon tax from 2019, joining 67 

other countries and jurisdictions, including China, the European 

Union and Japan, which have implemented or announced 

plans to levy large polluters. Finance minister Heng Swee Keat 

said in his Budget speech that despite producing less carbon 

emissions per dollar of GDP than most countries, ‘we intend to 

further reduce our emissions intensity to make a bigger effort to 

combat climate change’. The tax rate has been set at an initial 

S$5 per tonne of emissions, but will go up to between S$10 and 

S$15 per tonne by 2030, for facilities that produce more than 

25,000 tonnes of greenhouse gas emissions in a year. 

News roundup
This edition’s stories and infographics from across the globe, as well as a look at 
the latest developments and issues affecting the finance profession

Tax cooperation
The Hong Kong government 

has gazetted the Inland 

Revenue (Amendment) 

Ordinance 2018, making 

technical amendments 

to pave the way for 

Organisation for Economic 

Co-operation and 

Development exchange 

of information standards. 

A government spokesman 

said that the ordinance 

provides the legal 

framework for Hong Kong 

to implement multilateral 

tax arrangements, thereby 

allowing more effective 

implementation of the 

arrangements relating 

to automatic exchange 

of information, as well as 

automatic exchange of 

country-by-country reports 

and spontaneous exchange 

of information on tax rulings 

under the base erosion and 

profit shifting package.

Trade deal ready
The final text of the landmark 

new trans-Pacific trade 

deal, which was due to be 

signed by member countries 

in Chile in March, omits 

many of the provisions 

requested by the US, with 

more than 20 suspended or 

changed. Reuters reported 

that the deal will reduce 

tariffs in 11 economies that 

together amount to more 

than 13% of global GDP – a 

total of US$10 trillion. If 

the US was still involved in 

the Comprehensive and 

Progressive Agreement for 

Trans-Pacific Partnership, it 

would have represented 40%. 

Green tax on cards
China’s top taxation official 

has told a global conference 

at the United Nations 

that Beijing is willing to 

collaborate on developing 

an international tax protocol 

and cooperate on tax 

administration. Wang Jun, 

commissioner for the State 

Administration of Taxation, 

outlined goals that he said his 

agency will pursue to align tax 

policy to promote sustainable 

development in China. In 

addition, he said it is working 

to develop a ‘green’ tax 

system, covering resources 

and consumption, which 

seeks to promote the 

development of an 

ecofriendly economy and 

encourage innovation. 

Bumper benefits
Around 1.88 million Hong 

Kong residents will enjoy 

bumper tax benefits thanks 

to a record HK$138bn 

surplus. Reporting on 

financial secretary Paul 

Chan’s 2018-19 Budget 

speech, the South China 
Morning Post outlined 

that, apart from rebates for 

taxpayers, close to 40% – or 

HK$52bn – of the surplus 

would be allocated to relief 

measures. Other initiatives 

included HK$50bn set aside 

to promote innovation and 

technology development; a 

waiving of property tax rates 

for all four quarters; and tax 

breaks for electric car buyers. 

Driving innovation
China is leading the world 

in the development of 

new business models 

and innovations in the 

automotive industry, 

including battery electric 

vehicles and car-sharing, 

according to KPMG’s 

19th Global Automotive 
Executive Survey. Around 

one-fifth of auto executives 

highlighted China as their 

top pick for launching 

new mobility services 

and data-driven business 

models. Meanwhile, 15% 

of respondents said China 

is the place to implement 

new data-driven business 

models, up from 13% last 

year. The US and Germany 

are also key destinations for 

pilot launches. 
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China dominates insurance brands
Ping An tops Brand Finance’s Insurance 100 2018 league 

table as the sector’s most valuable brand for the second year 

running – with three other Chinese companies in the top 10. 

The Chinese insurer’s brand value grew 60%, or US$9.8bn, to 

an all-time high of US$26.2bn. The result comes on the back of 

reporting the highest profit in the industry, with new business up 

32%. This is due to China remaining more dynamic than more 

established Western markets and the brand’s successful policy 

of introducing and cross-selling new products.

Source: Brand Finance

Doing deals
The number of announced 

merger and acquisitions 

(M&A) deals in Asia Pacific 

in 1H 2018 is predicted to 

increase by around 14% 

year on year, with a range 

between 7% and 21%, based 

on data from the latest 

Intralinks Deal Flow Predictor. 

The strongest growth in Asia-

Pacific deal announcements 

is predicted to come from 

the energy and power, 

industrials and materials 

sectors in North Asia (China, 

Hong Kong and South 

Korea), India, South-East Asia 

and Australia. All Asia-Pacific 

regions, except Japan, saw 

double-digit increases in their 

volumes of early-stage M&A 

activity in Q4 2017. For most 

of the region, strengthening 

global economic demand 

and supportive fiscal and 

monetary policy actions are 

driving vigorous economic 

growth and increasing deal-

making confidence. 

Remit solutions
The International Monetary 

Fund and Asian Development 

Bank are working jointly to 

identify practical solutions 

to the difficulties faced 

by some Pacific Islanders 

in accessing crossborder 

financial services following 

the tightening of global 

standards on anti-money 

laundering and combatting 

terrorism financing. Their 

work will address the high 

costs and pressure to close 

the bank accounts of money 

transfer operators who send 

and receive remittances in 

not affect e-commerce 

on physical goods below 

S$400. PwC expects the 

government to take a 

wait-and-see approach and 

learn from the experiences 

of other countries before 

expanding the new rules to 

tax low-value imports. 

Construction map
Baker McKenzie has released 

a guide to help businesses 

navigate their way through 

the rise of rapid urbanisation 

and megacities in emerging 

economies across Asia 

some Pacific countries. After 

an initial meeting in Auckland 

in February, the parties were 

due to reconvene in Tonga in 

late March. 

Blockchain boom
Asia-Pacific (excluding Japan) 

spending on blockchain 

solutions is forecast to reach 

US$281.69m in 2018, almost 

double the US$148.76m 

spent in 2017, growing at a 

five-year compound annual 

rate of 90.70%, according 

to the International Data 

Corporation (IDC). Simon 

Piff, IDC vice president, 

Asia/Pacific, said blockchain 

technologies are being 

adopted by a wide range of 

industries across the region. 

‘While many of the use cases 

are coming from the financial 

services industry, in markets 

as diverse as Australia, 

Thailand, and Singapore, 

we are also seeing strong 

acceptance across the entire 

supply chain, from food 

provenance, to logistics,’ 

he said.

Digital tax nation
Singapore is set to be the first 

country in South-East Asia to 

introduce a tax on the digital 

economy. Thailand, Malaysia 

and Indonesia are likely to 

follow, according to Koh Soo 

How, Asia Pacific indirect tax 

leader at PwC Singapore. 

The ministry of finance has 

announced that, from 2020, 

the goods and services 

tax will be imposed on 

business-to-business and 

business-to-consumers 

imported services, but will 

Pacific. Anthony Whelan, 

Baker McKenzie’s Asia 

Pacific head of construction, 

said that ‘when you factor 

in China’s Belt and Road 

initiative, one cannot 

underestimate the wave of 

construction to come’. The 

guide provides an overview 

of regulatory issues that arise 

in commercial contracts in 

the Asian engineering and 

construction sectors and 

the extent to which those 

issues present barriers to 

crossborder business in the 

Asia-Pacific region. 

2018 2017 Name Country
Brand value 
(US$m)

2018 2017

1 1 Ping An China 26,155 16,324

2 2 Allianz Germany 20,229 15,197

3 3 China Life 
Insurance China 14,393 10,300

4 5 AXA France 13,317 9,437

5 4 AIA Hong Kong 10,270 9,881

6 16 CPIC China 8,738 5,301

7 9 MetLife US 8,141 6,616

8 10 Allstate US 7,674 6,335

9 14 PICC China 7,208 5,443

10 7 Zurich Switzerland 7,169 7,202
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Polluters should pay 
Governments should make better use of energy taxation to 

address climate change, according to the Organisation for 

Economic Co-operation and Development. Taxing Energy Use 
2018 shows that existing energy taxes provide only limited 

incentives to reduce use, improve efficiency and drive a shift 

towards less harmful forms of energy. Even emissions trading 

systems are having little impact, the report suggests.

Post-Basel III
With the finalisation of 

Basel III, the regulatory 

agenda in Asia Pacific 

will now become focused 

on the future, according 

to Deloitte’s Financial 
Services Regulatory 
Outlook 2018. Ten themes 

have been identified 

for the year, including 

the potential for divergence 

in global regulation and 

continuing pressures to 

improve industry culture 

and conduct, particularly 

individual accountability. 

Innovation, data 

management, digital 

disruption and cyber 

resilience will also be 

front of mind for Asia-

Pacific supervisors. Looking 

further ahead, firms should 

expect growing regulatory 

interest in the opportunities 

and risks associated 

with climate change 

and ageing populations. 

Debt check
Asia’s soaring levels of debt 

will weigh on growth over 

the next decade – especially 

in China, Malaysia, Thailand 

and India – but it won’t 

be enough to derail the 

region’s economy, according 

to Priyanka Kishore, lead 

Asia economist at Oxford 

Economics in Singapore. 

Speaking to Bloomberg, 

Kishore cited mitigating 

factors such as high domestic 

savings and resilient supply 

side dynamics. ‘These should 

act as substantial buffers,’ 

she said. ‘Even with growth 

slowing to 3.5% by 2030, 

from around 5% currently, we 

expect Asia to remain the 

largest contributor to global 

growth in the long run.’

AI warning
Artificial intelligence (AI) 

is a technology ripe for 

exploitation by rogue states, 

criminals and terrorists, 

experts have warned in a 

new report. The Malicious 
Use of Artificial Intelligence, 

written by researchers 

spanning academia, civil 

society and industry, focuses 

on ways people could do 

deliberate harm with AI. The 

risks include an increase in 

phishing (sending emails 

seeded with malware), the 

use of ‘bots’ to interfere 

with news gathering, and 

penetration of social media. 

Another scenario cited is the 

repurposing of drones and 

robots to crash autonomous 

vehicles, deliver missiles or 

threaten critical infrastructure 

to gain ransom. 

Alumni effect
More needs to be done 

about the revolving door 

from accountancy firms, 

asserts a new study by 

the American Accounting 

Association. The research, 

the first experimental study 

post-Sarbanes-Oxley Act 

of the alumni effect among 

North American auditors, 

tests the willingness of Big 

Four managers to adopt 

a client’s position on a 

conjectural accounting 

matter. It finds that 76% do so 

if the client’s CFO is a former 

colleague at their audit firm, 

while only 44% do so if the 

CFO is not. What’s more, 

the alumni effect occurs 

even if it has been two years 

since the CFO left the audit 

firm, double the minimum 

span required in the US and 

Canada and the same as the 

minimum mandated in the UK 

and EU. 

Praise for Malaysia
Malaysia has been praised 

for its impressive economic 

achievement, prudent trade 

and economic policies 

during a World Trade 

Organisation (WTO) trade 

policy review in Geneva, 

Switzerland. Members 

recognised that Malaysia’s 

successful diversification of 

its economy and economic 

reforms had contributed to 

continued growth despite 

external challenges. The 

‘bold move’ to rationalise 

subsidies on fuel and sugar, 

among others, indicates 

Malaysia’s willingness to 

move towards a market-

oriented mechanism, while 

business-friendly initiatives 

such as improvement to 

the Companies Act were 

also welcomed. 

Hiring hike
Steady recruitment activity in 

the Hong Kong accounting 

and finance sector is forecast 

for the first half of 2018 by 

Ambition. The professional 

recruitment firm expects a 

surge of movement near 

the bonus pay-out periods. 

The consensus around salary 

adjustment in 2018 is within 

the range of 3% to 6%, which 

is ‘a healthy benchmark 

compared to the past years,’ 

the firm said. It added that 

overall business sentiment 

has been picking up and 

this would likely encourage 

more professionals to seek 

new opportunities. AB

Compiled by Peta Tomlinson, 

journalist
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2011
CFO, Jardine Restaurant 
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2007
Vice president, Carlsberg, 
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2003
FD, Campbell Soup 

Company, Greater China

1997
FD, LVMH Perfumes & 

Cosmetics, Asia Pacific 

1993
Divisional financial controller, 

Hutchison Whampoa, AS 

Watson Manufacturing, Hong 

Kong and China

1987
Staff accountant, Arthur 

Andersen

Hitting the right note
Teamwork is a vital part of Rocky Lok FCCA’s role as both CFO of KFC Hong Kong & 
Macau and as part of a globe-trotting, award-winning harmonica quintet

Rocky Lok is no ordinary finance 
chief. For starters, the CFO of KFC 
Hong Kong & Macau travels the 

world in a renowned harmonica quintet – a 
skill that has unexpected benefits to his 
business life. 

‘Music teaches me how to relax and 

stabilise and balance myself when I am in 

difficult times,’ Lok says. ‘The harmonica is 

an extension of the human body. You learn 

to “blow” and “draw”; it’s like yoga, tai chi 

or qigong, where you learn to control your 

breath and interact with your peripherals.’

KFC Hong Kong & Macau is based in 

Nina Tower, named after the late Nina 

Wang, once the wealthiest woman in Asia 

and the widow of tycoon Teddy Wang who 

was kidnapped and disappeared in 1990.

Lok is happy to talk about the history of 

the tower, his enthusiasm for telling a story 

revealing a lively, approachable character 

who manages skillfully to shrug off the 

‘bean-counter’ stereotype. (He jokes that 

Sylvester Stallone stole his name.) So it’s no 

surprise to learn that he doesn’t see himself 

as an old-school accountant.

‘I’m not a very traditional accountant 

who talks about the technical story behind 

the numbers which only technical people 

understand,’ he says. ‘It is far better to 

interpret the figures in a human way, rather 

than hearing about “internal rates of return” or “quick ratios”.’

Every month Lok gathers KFC’s key managers into the 

meeting room. Around a long conference table and running 

the length of two walls are the KFC menu boards, which are 

updated regularly.

‘There are 30-ish people sitting here listening to my hour of 

storytelling – how many and which stores are above the safety 

net, how many and which are below, which stores are over-

spending on hours and what actions to take to rescue’ he says.

Over the last couple of years, his smaller, weekly property 

meetings have benefited from the inclusion of big data. Using 

Google Street View, the team plugs in 

databases of the population then drills into 

a particular district, looking at, for example, 

schools and income levels to better 

visualise the demographics. 

‘It’s almost like walking down the street,’ 

Lok says. ‘You can see everything.’

Knowing more about the residents and 

office workers in an area and whether there 

are any rival food chains nearby helps the 

team decide on and implement the store 

opening strategy.

Not magical
Currently there are 70-plus KFC outlets in 

Hong Kong and Macau. When Lok joined 

the firm in 2011 there were around 60 

but that figure doesn’t give away the big 

changes that have happened in the interim. 

Since then 32 outlets have been closed for 

a wide range of reasons: they were in the 

wrong area, the rent was too high, the sales 

were poor, the services were not satisfactory 

enough, they were losing customers. This, 

he says, is the toughest part of the job.

‘It’s not easy to tell your shareholders and 

franchisor that you are closing a store, but 

you have to absorb this tough part,’ he says. 

‘Sometimes the rationale behind decisions 

is difficult to convey.’

Lok compares the business of running a 

restaurant chain with the job of a mother. ‘The food industry 

is not magical; it’s doing what a normal mother would do: 

buying food, cooking for her kids,’ he says. ‘The customer 

wants something as simple as delicious, healthy food, quick 

and efficient services, clean restaurants and toilets and not to 

pay too much.’

In 2013, Jardine Restaurant Group acquired the KFC 

franchise in Hong Kong and Macau, with Lok at the forefront. ‘I 

joined when the last shareholders were trying to exit,’ he says. 

‘My mission was to sell the company to a corporate buyer; I 

ended up selling myself as well.’
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Basicsi

Based in Louisville, Kentucky, in the US, chicken restaurant 

chain KFC is operated by Yum! Brands (along with Pizza 

Hut and Taco Bell) and has more than 20,500 outlets in 

more than 125 countries and territories across the globe. 

In 2013 the Hong Kong and Macau franchise was acquired 

by Jardine Restaurant Group, a member of the Jardine 

Matheson Group. KFC has operated in Hong Kong since 

1985, with the franchise initially held by Swire followed by 

15 years of private equity ownership.

Being part of the Jardine family has led to KFC adopting 

a more optimistic, aggressive outlook. This approach is, 

Lok says, in contrast to the brand’s experience with its 

previous shareholders, who lacked a long-term vision for 

the company. Now, KFC is having to prove itself to the new 

shareholders. ‘Jardine has a very long-term vision, but it is 

very cautious.’ he says. 

This vision has already been tested during some tricky 

periods. In 2013 and 2014 the company was targeted by 

several social-media outlets that linked KFC with food safety 

measures around imported meat products and chemical 

residues in chicken from some of its suppliers, causing 

a significant sales drop. The brand was impacted but 

recovered after clarifying with the relevant authorities that 

KFC does not import beef, or by default it does not import 

from that part of the world or that the imported batches were 

not within the alleged scope. 

‘After three or four years our new 

shareholders are convinced we are 

competent and are asking what we 

can do to reclaim what we have lost,’ 

Lok says. ‘In the private equity era we 

lost the opportunity to buy property 

and open an adequate number 

of profitable stores; we had 

severely underpenetrated.’ 

Careful selection
The phenomenal increase in Hong 

Kong property prices means 

that buying properties is now 

unfeasible. This puts KFC at a 

relative disadvantage to its rival 

McDonald’s, which Lok says owns around 30 stores in the 

territory. Instead, KFC’s development strategy is to open stores 

in peripheral areas, away from the big urban conglomerates 

where rents are steep.

But this hasn’t stopped KFC thinking big, says Lok. Last 

year it opened six new stores in Hong Kong, with some 

10-plus planned for 2018. The big-picture plan is to double 

the store number in the coming years. ‘This means I should 

be able to see this great mission accomplished before my 

retirement,’ he says.

KFC has seen eight consecutive years of same-store sales 

growth, putting the Hong Kong and Macau operation at the top 

of the rank globally. The challenge now is to open more stores 

without too much cannibalising into its own portfolio. ‘We all 

know the principle of diminishing returns; it’s a dilution when 

you open more stores in your own market,’ Lok says. ‘You’ve got 

to find time to tell your story and what action needs to be taken 

to sustain the trend before it turns flat or backwards.’

Lok knows all about working hard in order to move forwards. 

He grew up on a public housing 

estate and lost his father when 

he was nine. ‘When I was young 

we didn’t even have slippers; we 

just ran around and played on the 

mountainside,’ he recalls. ‘It wasn’t a 

luxurious life.’

Having set his heart on becoming 

a medical doctor, he attended King’s 

College, a government-funded boys’ 

secondary school, which he credits 

with turning his life around. It was 

there that he took up the harmonica 

and, in 1987, he joined four alumni to 

form the King’s Harmonica Quintet 

(see box). 

He didn’t get good enough grades to enter medical school 

and instead chose to study accountancy at the then Hong 

Kong Polytechnic (now Hong Kong Polytechnic University). 

‘I knew nothing about financial numbers before then,’ he 

admits. This situation was quickly remedied and when he 

graduated he received a string of offers from all of Hong 

Kong’s top accountancy firms. 

He accepted a position at Arthur Andersen, at the time one 

of the ‘Big Eight’ firms in Hong Kong, and from there he went 

on to work in a number of high-profile global firms: Hutchison 

Whampoa, LVMH, Campbell Soup Company and Carlsberg. 

He subsequently gained an MBA from the Chinese University 

of Hong Kong in 2003. ‘I’ve never applied for a job in my life; 

they’ve always come to me asking,’ he says.

But that enviable claim hasn’t stopped Lok from knuckling 

down at the sharp end. Every year he spends a week or so 

‘You’ve got to find 
time to tell your 
story and what 

action needs to be 
taken to sustain the 
trend before it turns 

flat or backwards’
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In harmony with businessi
A tenor in the King’s Harmonica Quintet since 1987, Rocky 

Lok has performed in more than 30 cities around the globe, 

including a lecture concert in Tokyo 2001, the Venice 

Architecture Bienniale in Italy 2006, and the West and East 

Europe concert tour on several occasions in 2007 and 2011, 

helping to promote trade with Hong Kong. The group 

is a regular fixture at the biennial Asia Pacific Harmonica 

Festival as well as the quadrennial World Harmonica Festival 

in Trossingen, Germany; the quintet won the champions’ 

award in 1997 – the very first one for the Hong Kong Special 

Administrative Region after the 1997 handover.

He credits KFC Hong Kong & Macau’s marketing director 

for much of the company’s success. ‘The volume of new 

products is phenomenal,’ he says. ‘We introduce two to three 

new products each quarter; today we are launching Korean-

flavoured chicken-on-bone.

Sampling new chicken menus may seem a far cry from 

achieving the ACCA Qualification, but Lok believes that there 

lies its beauty; it’s meant to be built on. He advises young 

accountants to have broad interests and study widely, seeing 

the qualification as a starting point rather than an end. He also 

recommends postponing studies until after an undergraduate 

or even postgraduate degree.

Unsurprisingly, the harmonica music-making CFO also 

advises accountants to expand their knowledge beyond 

finance. ‘Try not to have an accounting qualification alone,’ he 

says. ‘You need to have accounting knowledge but try not to 

limit yourself to knowing only about accounting.’

‘No other organisation can do the same as ACCA,’ Lok 

concludes. ‘It has a truly global, sustainable position as a 

language that a successful businessperson cannot afford not 

to have.’ AB

Kate Whitehead, journalist

visiting and working in the KFC stores and kitchens. ‘It’s the 

kind of experience that enriches your knowledge. Yes, we see 

the numbers. And yes, we hear the stories. But the best way 

to understand the business is to get your hands dirty and get 

involved,’ he says, adding that he also volunteers for a less 

onerous challenge as a KFC taster, sampling new dishes a 

couple of times a month. 
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Buffett’s reality check
Berkshire Hathaway is sitting on US$116bn in cash because it cannot find assets to buy 
at a sensible price. There are lessons here for Asia’s CFOs, says Cesar Bacani

it because Buffett has not lost his head 

in the current frenzy. But that cannot be 

said of other boards and CEOs. And 

guess who gets the blame when the 

high-priced transaction does not deliver?

The CFO sometimes figures in a 

lawsuit. Last year, the US Securities and 

Exchange Commission sued Guy Elliott, 

CFO of mining company Rio Tinto, for 

enabling CEO Thomas Albanese (who 

was also sued) to go ahead with the 

purchase of a mine in Mozambique 

despite risks repeatedly flagged by 

the due-diligence team. In March this 

year, the Australian Securities and 

Investments Commission also initiated 

legal proceedings. ‘Mr Albanese and Mr 

Elliott failed to exercise their powers and 

discharge their duties with the care and 

diligence required by law as directors 

and officers of Rio Tinto,’ said the 

watchdog in a statement. The two men 

deny wrongdoing and are fighting the 

charges in both countries.

It is true, as advisory firm McKinsey 

says, that opportunities to buy a 

company at a price below its intrinsic 

value are ‘rare and relatively small’. 

But a premium-priced asset can still 

be considered ‘sensible’ if a case can 

be made about reasonable synergies, 

technology and talent gains and other 

benefits in the medium term.

The challenge for the CFO and 

the finance team is to conduct a 

thorough analysis – and to have the 

courage to tell the CEO and the board 

not to go ahead with the transaction 

when warranted. AB

Cesar Bacani is editor-in-chief of 

CFO Innovation

Reading legendary investor Warren 
Buffett’s latest annual letter to 
Berkshire Hathaway shareholders, I 
was struck by his observation about 
the nature of acquisitions today. The 
purchase of sizeable assets, he wrote, is 
one of the key building blocks that add 
value to Berkshire – yet the company is 
still sitting on US$116bn in cash. 

That’s because Berkshire is not willing 

to pay too high a price for assets, even 

though it needs them to grow. ‘The 

key qualities we seek,’ says Buffett, ‘are 

durable competitive strengths; able and 

high-grade management; good returns 

on the net tangible assets required to 

operate the business; opportunities for 

internal growth at attractive returns; 

and, finally, a sensible purchase price.’

The CFO is closely involved in 

assessing acquisition targets on all these 

metrics, especially the last. And this is 

where the challenge lies today. ‘That 

last requirement proved a barrier to 

virtually all deals we reviewed in 2017,’ 

Buffett writes, ‘as prices for decent, 

but far from spectacular, businesses 

hit an all-time high. Indeed, price 

seemed almost irrelevant to an army of 

optimistic purchasers.’

He advances a theory that the CEO 

job self-selects for ‘can-do’ types who 

will have no lack of cheerleaders – 

from subordinates eager for higher 

compensation to investment bankers 

‘smelling huge fees’.    

Here is where the CFO’s mettle will be 

tested. Ideally, they should be the rock 

that tethers the organisation to reality as 

everyone in the company gets caught up 

in a fevered dream. Berkshire CFO Marc 

Hamburg probably has an easier time of 

The CFO should 
be the rock 

that tethers the 
organisation to 

reality as everyone 
in the company 

gets caught up in a 
fevered dream
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Risky business
With the rise of serious cyber attacks, companies are on the cusp of a dramatic 
change in the way they manage and disclose this risk, says Ramona Dzinkowski

Meanwhile, the US Securities and 

Exchange Commission (SEC) has 

published updated guidance on how 

public companies should disclose 

cybersecurity risks and breaches, 

broadening the scope of disclosure 

from its 2011 rule and strengthening 

the relationship between cyber risk, 

financial risk and the ongoing viability of 

the firm. The SEC has clearly identified 

where it would like more disclosure, 

including cost estimates for loss of 

reputation, relationships, revenue and 

competitive advantage, as well as legal 

and insurance costs. 

Clearly, for smaller companies that lack 

the budget to accommodate specialists 

with titles like ‘global head of cyber risk’, 

evaluating and reporting the potential 

risks and associated costs can be 

daunting. External firms and subsequent 

security audits can help decrease the risk, 

but should systems fail, will companies 

be able to quantify the costs? Or will they 

rely on their insurers to do so? 

I would argue that in order to get 

a complete picture of cyber risk it is 

essential for the accounting world and 

cyber insurers to frame the analysis 

within the six areas of capital defined by 

the International Integrated Reporting 

Council (IIRC). This framework offers the 

scope to capture the related impacts 

of a cyber attack; it has also become 

generally understood as a valuable way 

of reporting on the integrated nature of 

a firm’s assets and, given the SEC’s new 

recommendations, is likely to gain wider 

acceptance in the US. AB

Ramona Dzinkowski, Canadian economist 

and president of RND Research Group

Cyber risk has been elevated to one 
of the top issues facing industry 
in 2018. For example, FireEye and 
Marsh & McLennan estimate that in 
2016, cyber hackers stole more than 
US$75m from a Belgian bank and 
US$50m from an Austrian aircraft 
parts manufacturer.  

But perhaps the worst case so far is 

that of Equifax, whose revenues fell 27% 

immediately after a massive hacking 

of personal data. It lost an estimated 

US$4bn in stock market value. 

Whether there are worse examples 

remains to be seen. Companies 

might be in the dark for months – 

some estimates say it could be 205 

days – before detecting a breach. A 

2017 survey of 92 US companies by 

Willis Towers Watson found that one 

in five had suffered a cyber breach in 

2016. Two-thirds saw cyber risk as a 

fundamental challenge to their business 

and 85% viewed it as a top priority. 

Half had implemented various risk 

management activities but had not 

formally articulated a cyber strategy.  

With the increasing incidence of 

devastating cyber attacks, both EU 

and US companies are on the cusp 

of a dramatic change in the way they 

manage and disclose the risk.   

In Europe, the General Data 

Protection Regulation (GDPR) comes 

into force in May. Violations of these 

rules resulting in data breaches could 

cost companies up to €20m in fines, 

or 4% of global annual turnover for 

the preceding financial year – clearly 

defining the relationship between 

a company’s data risk management 

practices and the office of the CFO.  

To get a complete 
picture of cyber 

risk to firms, the 
accounting world 

and cyber insurers 
need to frame the 

analysis within the 
six areas of capital
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Pressure ahead
As the US Federal Reserve upgrades its growth expectations, the inevitable increase in 
the country’s external deficits spells trouble for Asia, says Manu Bhaskaran

currencies as well. Countries like India 

with current account deficits that are not 

funded by stable sources could come 

under greater pressure. 

The US has had large current account 

deficits since the mid-1980s, a result of 

a low savings rate compared to still-high 

investment rates. Congress’s massive 

fiscal stimulus will worsen this savings-

investment balance. Investment will 

grow strongly as businesses respond 

to new tax incentives. At the same 

time, the budget deficit will expand 

substantially, turning the government 

savings rate even more negative. 

Meanwhile, there has been a sharp fall 

in the household savings rate. 

Thus, it is only a matter of time before 

the US’s external deficits balloon, with 

worrying consequences. First, the US 

dollar could come under pressure and 

that would tend to produce currency 

market volatility of the sort we saw 

in the mid-1980s – and which caused 

great uncertainty for Asian economies. 

Second, as the trade deficits worsen, 

the Trump administration could well turn 

even more protectionist. Already, China, 

South Korea and Indonesia have faced a 

rising tide of US trade restrictions. While 

China is likely to bear the brunt, Asia’s 

exporting economies are integrated 

into the country’s supply chains and are 

bound to suffer as well.

In short, Asian economies will not 

have much time to enjoy the surge 

in the global economy; their financial 

markets will come under pressure and 

trade protectionism could worsen. AB

Manu Bhaskaran is CEO of Centennial 

Asia Advisors in Singapore

Asia’s emerging economies are 
doing well, basking in the benefits of 
the rebound in global demand and 
commodity prices. However, there is an 
increasing risk that developing Asian 
economies will face financial and other 
turbulence emanating from the US. 

The Federal Reserve Bank’s policy 

meeting in January saw the Fed 

upgrading its growth expectations for 

this year and the pressures for tighter 

money can only grow. Congress has 

passed tax cuts and pushed through 

additional spending. The European 

Central Bank and the Bank of England 

also appear to be shifting towards a 

tighter monetary policy.

Higher global interest rates and 

reduced liquidity support from major 

central banks tend to depress risk 

appetites, causing capital to flow out of 

emerging bond and equity markets while 

also occasionally triggering convulsions 

in currency markets. Already, the recent 

spike in the US 10-year Treasury yield 

has depressed the valuation of riskier 

assets. Thus, while emerging markets 

have stabilised, another round of 

financial turbulence is likely, as investors 

increasingly price in higher interest rates 

and less salubrious liquidity conditions. 

Asian equity and bond markets 

could suffer disproportionately as they 

have attracted the bulk of funds that 

flowed into risky asset classes in search 

of higher yields. Foreign ownership 

of equities and bonds is very high in 

countries such as Indonesia, so an 

abrupt outflow of capital would cause 

sharp price falls. And, because most 

Asian currencies are thinly traded, 

this would put downward pressure on 

As the trade deficits 
worsen, the Trump 

administration 
could well turn 

even more 
protectionist
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Collective concern
Finance professionals have a key role to play in ensuring that the public sector  
is fit for purpose in the digital age, says ACCA president Leo Lee

have further coverage of the event in 

the next edition.

Thank you to all who planned, 

executed and spoke at this conference. 

Our members in the public sector 

are on the front line when it comes to 

developing and growing economies, 

and I am proud to see so many who are 

willing to share their knowledge across 

borders and organisations. AB

Leo Lee FCCA is retired, but 

formerly held various roles at the 

Securities and Futures Commission of 

Hong Kong and is past president of 

ACCA Hong Kong

I was pleased to hear that more than 
300 delegates from all over the world 
gathered in Singapore for ACCA’s 
eighth annual International Public 
Sector Conference last month.

It is a challenging feat to bring 

together an international gathering 

of public sector representatives: after 

all, the sector is as diverse as it is 

complex and faces a litany of issues and 

circumstances unique to each country. 

But each year, ACCA’s International 

Public Sector Conference thinks about 

more than just the issues of today facing 

each country’s public sector; it’s about 

the forces that are shaping all sectors in 

the coming years, and the ways in which 

ACCA-qualified finance professionals 

can develop the skills and mindset to 

face them.  

This year’s conference focused on 

future-proofing the public sector in an 

increasingly digital age. How the sector 

plans for and responds to change is, 

of course, of great importance to the 

sector itself – but is even more so for 

its citizens. Around the world, finance 

professionals in the public sector are 

being called upon to understand the key 

forces shaping the future and how these 

could affect their organisations and 

countries, and also to provide support 

and influence financial decisions that will 

ensure public funds are deployed and 

spent cost-effectively and efficiently – 

both now and into the future.

In exploring this topic, the conference 

speakers drew on case studies and 

best practice examples – from Estonia’s 

cutting-edge approach to becoming 

the world’s most advanced digital 

society to the work of the Malaysia 

Digital Economy Corporation. It really is 

fantastic that ACCA’s global network can 

bring together such diverse experiences 

to share our knowledge and insights.

The conference also covered a 

range of other topical issues, including 

talent strategies for the public sector 

and the improved transparency and 

accountability that result from adopting 

international standards. 

A recorded webinar of this year’s 

International Public Sector Conference 

will be made available on the CPD 

resource finder later this year, so I do 

encourage you to access that if you 

were unable to attend. AB will also 
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Get CPD units by answering 
questions on this article at 
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Data alliance
EY and BlackLine have announced 

a new strategic alliance that will 

expand EY process automation 

capabilities and finance transformation 

services offered to clients. This 

alliance is an extension of an existing 

collaboration between EY and 

BlackLine, an enterprise-class financial 

automation software provider, to help 

companies across industries automate 

their manual and spreadsheet-

driven processes and help finance 

transformation through BlackLine’s 

cloud-based platform.

Business tips
Mazars has produced a guide to assist 

those who are interested in doing 

business in Hong Kong. It features 

topics such as setting up business 

entities, import issues, tax and financial 

systems, financial reporting and audit 

standards, and labour and employment.   

The 2018 Doing Business in Hong 
Kong guide includes the advice that 

all companies incorporated under the 

Companies Ordinance, regardless of 

size, must have their annual financial 

statements audited by a practising 

certified public accountant registered 

with the Hong Kong Institute of 

Certified Public Accountants.

The view from
Tony Yan ACCA, financial governance manager and 
branch management manager, Bank of Montreal, China

analysis and financial 
management. The practical 

application of finance and 

accounting frameworks 

into the formulation and 

implementation of business 

growth strategies, whereby 

the finance function is 

at the forefront of driving business 

performance, is fascinating.

China’s vast population promises what 
businesses need the most: demand. 
This is further fuelled by the Belt and 

Road Initiative, while the Chinese 

regulator has given a warm welcome to 

international banks. 

The way people do banking in China 
has changed drastically, with an 
increasing number relying on mobile 
phones and other electronic means. 
Banks have been investing heavily in 

technological infrastructure to keep 

up with the race. It is a race that they 

cannot afford to fall behind in.

The value and reputation of the ACCA 
Qualification cannot be underestimated. 
The three-year journey was as 

challenging as it was rewarding, despite 

a demanding full-time job. I am proud 

of my two top winners’ awards for China. 

Equipped with the know-how, I am more 

confident in dealing with complex real-

world finance issues. 

It is difficult to imagine what I would 
do if I were not an accountant. 
Maybe I would be a tutor, teaching 

accounting or finance while doubling as 

a business columnist. AB

My area of 
expertise has 
always been 

in finance and 
accounting. The 

more I studied it, 
the more I found 

it intriguing

I started my career as an 
auditor in one of the Big 
Four, providing assurance 
services to a portfolio 
of banking clients. I then 

moved to an in-house 

finance function at a China 

subsidiary bank of an 

international banking conglomerate. 

My area of expertise has always 

been in finance and accounting. The 

more I studied it, the more I found it 

intriguing; its beauty manifests itself in 

logical reasoning, unequivocal fairness, 

disciplinary interconnectedness and 

professional prudence.

Technological advancement is 
undoubtedly adding a new dimension. 
Artificial intelligence and robotics will 

relieve the chores of the trade but it will 

be hard to replicate the strategic vision 

and professional judgment of seasoned 

accounting professionals.

I am responsible for financial 
reporting, management reporting, 
forecasting and budgeting, business 

81%  
of harmful emissions from energy use, 
outside of road transport, are not taxed.
Source: OECD
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All about EVPs 
* A company’s employer value proposition (EVP) is the unique set of benefits offered 

in return for an employee’s skills, capabilities and experience. It encompasses 

everything a business is doing to attract and retain employees. This includes hard 

benefits such as remuneration, as well as ‘softer’ elements such as clearly defined 

company values and culture. Together these constitute the ‘employer brand’.

* Once defined, EVPs are communicated to potential employees through hiring 

channels such as company websites, advertising and the interview process, as 

well as internal channels such as intranets and newsletters. 

* A recruitment consultancy is often the conduit for the first conversation between 

an employer and its future talent, so your recruitment partners need to be 

chosen carefully – and briefed to understand not only the value of your EVP, but 

also the importance of communicating it effectively.

* According to research from CareerArc, only 57% of companies have an employer 

brand strategy in place, yet 75% of job seekers say they consider an employer’s 

brand before even applying for a job. 

* An EVP should not exist in isolation but should engage with the consumer 

brand and its business objectives. It must reflect the company’s core values, and 

employer branding should be part of an integrated and holistic programme that 

runs throughout the organisation.

Quest for the best
To attract the right talent, you need to be realistic, have a strong employer value 
proposition and choose your recruitment agency with care, says Adrian O’Connor

Communication is a two-way street and 

listening to the advice of your chosen 

agency is important. Its only goal should 

be to find you the best candidate at the 

right price within the specified timescale. 

As an employer, you need to run the 

recruitment and interview process as 

you would any other business project: 

with clear timelines, a well-defined set 

of responsibilities and deliverables, and 

a clear completion date. This will allow 

all parties to know what is expected and 

enable diaries to be managed. It will 

also provide a structured approach to 

the process and give the candidate a 

positive view of the brand. This extends 

to good-quality feedback from both 

the employer and jobseeker so that 

everyone knows where they stand. 

The jobs market for accountants is 
going through a whirlwind of change 
and this is having a big impact on 
recruiters. We keep hearing about the 
skills shortage, which is in part created 
by the need for professional back-
office accountants well versed in the 
latest technology for processing, data 
management and data analytics. At the 
same time there is an increasing need 
for finance professionals who can act as 
strategic advisers to the business. 

In terms of the hiring process itself, 

every company will benefit from having 

a strong employer value proposition 

(EVP) to attract the best talent (see box). 

This is likely to be a key, or deciding, 

factor for financial professionals looking 

to make their next career move. 

As a recruitment manager, having 

realistic expectations of who you 

are trying to hire is crucial. It sounds 

obvious, but it’s often overlooked. 

Don’t try and bring in a like-for-like 

replacement if an employee is leaving. 

Rather, think back to what that individual 

was like two years ago – particularly 

if they are moving to a more senior 

position in another company – and be 

pragmatic: identify someone who has 

60% of the skills required but who will 

take the opportunity to learn on the job 

and then stay. 

Appointing a recruitment agency can 

speed things up, but it’s important to 

find the right one. Some consultancies 

are little more than CV factories, so look 

for one that understands the issues 

you face and can offer solutions. An 

efficient agency will use its contacts and 

expertise and take a targeted approach 

to talent attraction. 

Any agency you work with should 

make the effort to understand – and 

be willing to communicate – your 

employer brand and EVP. A recruitment 

consultancy often represents the first 

‘direct’ conversation between an 

employer and its future talent, and 

so there must be a high level of trust 

to ensure the right brand values are 

delivered. The recruiter should be 

able to gauge which people will fit 

culturally within the business, and 

only put forward those who have the 

relevant qualities. The image that the 

recruiter presents to each potential 

candidate should be an extension of 

the standards the applicant will expect 

from the employer once they are 

taken on. 
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realistic to expect them to work to 

lengthy timescales.

While there is every reason to think that 

the much-hyped war for talent is pushing 

accountants’ remuneration packages 

upwards – and that this might pose more 

of a challenge for recruitment managers 

as they bid to secure the best talent at a 

Finally, when recruiting financial 

professionals, there is a real need to 

be thorough yet quick. The market is 

competitive and time kills all deals. 

While you may have a compelling 

offer, so do your competitors. 

Candidates have far more choice 

than they used to, and it is not always 

competitive rate within a tight market – 

the challenge is not insurmountable. And 

ultimately, it is good news for the health 

and continued growth and wealth of the 

accountancy profession as a whole. AB

Adrian O’Connor is founder of Global 

Accounting Network  

The recruiter 
should be able to 

gauge who will fit 
in culturally with 
the business, and 
only put forward 

those with the 
relevant qualities
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What makes a good online game?
It is not easy to make an online game that will be popular with amateur and 

professional players, a key requirement of commercial success.

There are four critical elements to a successful e-sports game: playability or 

enjoyment, which guarantees a scale of players and fans; joy to watch, including 

screen and pace; a highly competitive and balanced competition mode; and 

usable networking system and a reasonable matching mechanism, says Zara Zhang, 

consulting associate director at Deloitte China.

‘Both industry practitioners and customers of e-sports are more likely to accept 

and embrace the cutting-edge technologies which may bring higher digital level and 

better watching experience relative to those of traditional sports,’ she says.

Because e-sports are typically played online, they have to be accessible on mobile 

devices and be suitable for live streaming so that customers can play anywhere and 

any time, which leads to higher customer retention.

E-sports can be far more entertaining for audiences than traditional sports not only 

because of a high level of professional competition, but also because of the many 

funny and failure moments, as well as the crossborder nature of shows and the global 

reach of e-sports stars.

What’s more, unlike the long-term stability and rules of traditional sports, the most 

successful games have to keep changing to ensure users – the customers – maintain 

a continuous sense of freshness and enthusiasm.

Only a game?
Worth billions globally, the e-sports industry is growing in popularity in South-East 
Asia and creating opportunities for the accountancy profession at the same time

Key role of government
Government policy and regulatory 

control are likely to play a key role in the 

development of e-sports, particularly in 

mainland China, even if the authorities 

are still playing catch-up to the private 

sector. Since 2003, the Chinese 

government has become increasingly 

aware of the potential of e-sports. 

There are now several government 

ministries overseeing e-sports, including 

the ministry of culture; the ministry of 

industry and information technology; 

the State General Administration 

of Sports; the State Administration 

of Press, Publication, Radio, Film 

and Television; and the Cyberspace 

Administration of China.

In 2015, the State General 

Administration of Sports published the 

‘Interim Provisions on the Management 

of E-sports Events’, which set a positive 

tone for the development of the sector. 

The following year, multiple policies 

were published to support the growth 

of e-sports, including a decision by 

the State General Administration of 

Sports to add e-sports to the Thirteenth 

Five-year Plan of the Sports Industry, 

the founding of the China Culture and 

Entertainment Industry Association 

under the ministry of culture’s e-sports 

branch, the establishment of e-sports 

management majors in universities, 

and policies to encourage local 

governments to create e-sports game 

and industrial parks.

Still, ‘compared with the rapid 

development of industry, the regulatory 

environment for e-sports in mainland 

China is still rather primitive, whereas 

the market has taken action establishing 

As with almost everything else in 
the highly digitalised modern world, 
the giant industry that has grown 
around video games is also changing 
drastically, especially with the rise 
of millennial gamers. The group that 
not long ago was seen as ‘not having 
a proper occupation’ by parents can 
now can earn millions as e-sports 
have transformed into a billion-
dollar business.

In April 2017, the Olympic Council 

of Asia announced that e-sports would 

be included in the 2022 Asian Games 

in China, underlining the popularity of 

these new ‘sports’.

‘E-sports has a long history; it’s not 

at all something new,’ says Cecilia Yau, 

China and Hong Kong entertainment 

and media leader at PwC. ‘Instead of 

the US, South Korea used to be the 

leading country for e-sports in the world. 

It’s still in the lead per capita and it’s 

the first country where the government 

supported the building of e-sports 

facilities and the industry started to 

attract a lot of sponsorship.’

‘China, Korea and Japan have seen 

immense growth in their e-sports 

industries, despite having ageing 

populations,’ says Daryl Teo, CEO of 

Singapore-based Spout Entertainment. 

‘What easily slips our gaze is that South-

East Asia actually has a huge, growing 

number of millennials who may power an 

even stronger gaming rise in this region.’ 
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Video game championships, such 
as this one in Seoul, South Korea, 
are growing in popularity.

industrial and league rules to keep 

the industry developing healthily, for 

example the Esports Integrity Coalition,’ 

says Zara Zhang, consulting associate 

director at Deloitte China.

‘What really boosted the growth of 

the e-sports industry is the popularity of 

live TV streaming,’ Yau says.

At the same time, a number of Chinese 

platforms dedicated to e-sports events, 

such as Douyu, Huya, Zhanqi, Panda, 

Quanmin, are gaining a lot of popularity. 

The fi ve live streaming platforms were 

founded between 2014 and 2016 and all 

bloomed within a year or two, adding 

millions to the ranks of a growing 

audience that is online 24 hours a day. 

‘A couple of popular games also 

entered China, such as the multiplayer 

online battle arena video games League 

of Legends and Dota, which created 

even more buzz surrounding e-sports,’ 

says Yau.

‘South-East Asia 
actually has a huge, 

growing number 
of millennials who 

may power an even 
stronger gaming 

rise in this region’

Huge ecosystem
Hong Kong is also looking seriously at 

e-sports. ‘The Hong Kong government 

is quite keen to develop this segment; 

they have some initiatives in place and 

are also working with some e-sports 

start-ups from different aspects,’ says 

Yau. ‘But it’s also a wide segment with 

a huge ecosystem – from facilities like 

arenas, internet connection, logistics and 

equipment to advertising sponsorship, 

merchandising and ticketing.’

Last August, the special administrative 

region hosted its fi rst big e-sports event, 

the Hong Kong E-sports Festival, at the 

Hong Kong Coliseum. The Hong Kong 

Tourism Board organised the event and 

invited popular gamers to participate 

in a series of tournaments. The event 

received almost US$4.5m in funding 

from the government and attracted 

around 50,000 visitors. 

‘But still, some education needs to be 

done in Hong Kong because even when 

they’re hearing the term “e-sports” a 

lot, they don’t really understand the 

whole ecosystem behind it – not just 

some gamers put together for a game, 

but many big business cycles related to 

this segment,’ says Yau.

Other than the basic accounting 

needs of most businesses, the 
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Accountancy fi rms can help 
e-sports companies set up tax 
structures and minimise fraud.

growing millennial consumers; Spout 

Arena, the biggest e-sports gaming 

stadium in Singapore with franchise and 

partner cafés across South-East Asia; 

Cite, an e-education company with 

proprietary video-streaming technology 

in emerging economies like Myanmar, 

Philippines; and VulcanPost, one of the 

top lifestyle, start-up and entertainment 

media portals in South-East Asia. 

Spout closed 2017 with an estimated 

US$1m in group revenue, from 

sponsored editorials, brand campaigns, 

e-sports events-hosting, local area 

network-gaming revenue and SpoutPay 

subscriptions from internet café partners.

As e-sports players increasingly get 

traded around for higher fees and 

sponsorships break records, player 

salaries are also commanding higher 

premiums as well. E-sports platforms are 

aiming to offer a whole range of services 

to the players so they can focus on what 

they do best.

‘Most e-sports stars generate income 

not only from traditional ways like 

club salaries, competition prizes and 

brand endorsement fees, but also live 

streaming and e-commerce,’ says Zhang.

‘Spout Agency has seen an 

unprecedented increase in players and 

teams wanting to focus on putting their 

best performances in competitions, and 

leaving the operational nitty-gritties to 

us,’ says Teo. ‘We welcome accounting 

services providers to reach out to us, 

as we continue building out a fully-

integrated support package for e-sports 

enthusiasts in the region.’

‘E-sports is yet to achieve comparable 

levels of recognition and investment 

from the Singapore government, as 

compared to traditional sports such as 

football and table tennis,’ he adds. ‘As 

per all new industries, we ought to be 

patient and I am very positive about the 

prospects in the next fi ve years.’ AB

Cornelia Zou, journalist

industry also needs plenty of support 

from accountancy fi rms in the areas 

of marketing analysis, consumer 

insight, loyalty management, strategy 

planning, business model design, 

outbound investment services, risk 

management and even human 

resource management.

‘We can give input in terms of how to 

work out a successful business model, 

build up the projection, business plan 

and valuation services when they 

go out to the capital market,’ Yau 

says. ‘Accounting fi rms can also help 

during the negotiation process with 

the investors.’

‘Given the large amount of games 

to choose and the fi erce competition, 

how can they do effective marketing 

to target customers? We can help by 

doing innovative marketing analysis,’ 

says Po Hou, media and entertainment 

sector leader at Deloitte China. ‘We can 

also offer M&A related services when 

traditional sport or entertainment giants 

want to enter the e-sports area.’

Billion dollar opportunity
Different countries, even different 

provinces within China, have different 

tax incentives for start-up companies; 

accountancy fi rms can also help set 

up the most tax-effi cient structures for 

e-sport-related businesses. And all this 

adds up to large mandates.

‘Accounting-related services is a 

billion-dollar opportunity right now for 

the e-sports industry,’ says Teo. ‘Just 

like in the English Premier League, 

all professional teams are required to 

register corporate entities via which 

they raise investors’ money. There 

is also stricter emphasis on proper 

bookkeeping to minimise fraud, 

match-fi xing and ensure the fi nancial 

sustainability of the teams.’

Teo founded Spout Entertainment 

Group in late 2016 with the vision of 

bringing the best of global e-sports into 

the region, and also to be a platform for 

South-East Asia’s gamers, brands and 

publishers to expand worldwide. Today, 

Teo’s team operates Singapore’s biggest 

e-sports assets, and owns proprietary 

technology in cloud-based streaming 

and internet management systems.

The group owns Spout360.com, a 

leading e-sports content portal; Spout 

Agency, an e-sports-focused agency 

to help brands connect with the fast-
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More information

Get CPD units by answering 
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accaglobal.com/abcpd

Brand strength
PwC leads the professional services 

sector as one of the top 50 brands 

worldwide in the annual Brand Finance 

Global 500 list, moving up from 66th 

place last year. Brand strength for the 

list is calculated using a number of 

measures, including marketing, brand 

perception and business performance 

relative to competitors. Bill Cobourn, 

PwC’s global chief marketing offi cer, 

said that ‘the index shows how long-

established brand names like ours are as 

strong as new entrants in the technology 

and consumer sectors. That’s critical 

to our strategy to attract and develop 

talented people, driving our growth in 

new, technology-enabled markets.’

New tax leader for EY
EY has announced the appointment of 

Kate Barton as the new EY global tax 

leader, overseeing all aspects of the 

network’s tax strategy and operations, 

which represents combined annual 

revenues of approximately US$8.2bn 

in revenue and more than 50,000 tax 

professionals around the world. Barton 

will also lead the EY tax executive 

committee and become a member of 

the EY global executive, its most senior 

body focused on the delivery of the EY 

Vision 2020 strategy.

42% 
of fi nance activities can be fully 
automated using current 
technology and a 
further 19% can be 
largely automated.
Source: McKinsey

The view from
Janice Leung ACCA, practising director, CK Yau & 
Partners, Hong Kong, on transferable skills

Accounting, science 
and mathematics 
knowledge could 

reach beyond work 
as valuable assets 
to help with day-
to-day decision-

making processes

Interestingly, I started 
my accounting career 
after obtaining a science 
degree. I then obtained 

my CPA qualifi cation and it 

was a natural path for me 

to continue my career as 

an accountant. I enjoy the 

exposure and insights I gain from seeing 

and understanding the internal controls 

of the many different fi rms that I have 

worked with. 

My main duty is to act as a professional 
adviser for my clients; I am also 
responsible for reviewing audits as 
well as providing inhouse training for 
staff. The business environment is ever-

changing. Revenue recognition, the 

complication of internet sales and how 

to capture their data are all examples 

of the challenges corporates and 

auditors are facing. This is in addition 

to the strengthening compliance and 

regulation requirements we have 

noticed in recent years. It is essential 

for companies to be properly advised 

on how to deal with these changes 

in order for them to prepare their 

business plans accordingly. 

The accounting and audit world 
is certainly more complicated due 
to the uprising of new fi nancial 
products and technologies. Bitcoin, 

big data and blockchain are examples 

of technological advancements 

that could add new dimensions to 

the fi nance and accounting world. 

Regulation and the due diligence 

requirement are certainly higher 

nowadays; that makes life as an 

accountant a lot more 

challenging but at the same 

time interesting.   

Accounting, science and 
mathematics knowledge 
could reach beyond work 
as valuable assets to help 

with day-to-day decision-making 
processes. Accounting is all about 

logical reasoning, which could be easily 

converted into useful common sense 

and analytical skills. 

The value of ACCA membership 
cannot be underestimated. It provides 

a worldwide international networking 

platform for accountants, and the 

growth of the association in China is 

impressive. I look forward to seeing 

more opportunities and benefi ts offered 

by ACCA Hong Kong. 

It is hard to give an answer to what 
I would become if I was not an 
accountant as I have been one for so 
long. Nursery school teacher seems an 

interesting choice. AB
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Three steps to tackle big data
Accountants who would like to familiarise themselves with tackling big data should 

learn how to build models to extract useful information. This includes, first, the ability 

to interpret model results and identify potential model errors, such as overfitting. 

This ability can be learned through more advanced statistics courses, says Associate 

Professor Wang Jiwei, programme director for Singapore Management University’s 

master of professional accounting and master of science in accounting.

Secondly, Wang recommends that professionals learn how to write a computer 

program that can automate data aggregation, forecasting models and data analysis. 

‘This is vital as we have to rely on the computer to handle the large volume of data. 

We suggest the most popular open-source programming languages such as Python 

and R,’ he says.

Finally, accountants should also learn how to collect, validate and manage both 

structured and unstructured data, which also includes the ability to retrieve data in 

databases. The understanding of SQL query language is a must, Wang says.

An analytical approach
As data analytics entrenches itself as a core business requirement, SMU is launching a 
range of qualifications to help professional accountants stay ahead of the game

To address the accountancy 

sector’s needs, the Singapore 

Management University’s (SMU) 

School of Accountancy will soon start 

offering a series of new data analytics 

programmes. These range from a 

second major in accounting data and 

analytics to a new master of science in 

accounting (MSA) (data and analytics), 

a graduate certificate in accounting 

data and analytics and a certificate in 

accounting data and analytics.

Abundant data
‘The industry is transforming in such 

a way that those accountants who 

cling to their routines of data entry 

and collection will likely lose their 

jobs to automation,’ says Professor 

Cheng Qiang, dean of SMU’s School 

of Accountancy. ‘Yet, at the same time, 

data is more abundant than ever. We 

need more accounting professionals 

who can play more important roles 

in the processing and generating of 

information necessary for corporate 

decisions and financial reporting. This 

calls for critical thinking skills, analytical 

expertise and communication skills, 

among other essential proficiencies.’

In a disrupted and uncertain world, 

change is the only constant, says Max 

Loh, managing partner, ASEAN and 

Singapore, EY. ‘Now, when information 

is ubiquitous, clarity is priceless, 

and the need to separate facts from 

assumptions and extracting insights 

from facts has never been more 

important, both in delivering customer 

experiences and in business decision-

making. Data and analytics provides the 

solution to this challenge. Because of 

With continuous improvements in 
technological capacity enabling the 
easier handling of large volumes of 
data, there is a rising demand for 
auditors who know how to apply 
data analytics to discover and analyse 
patterns, identify outliers and extract 
more useful information for their clients.

‘The future of the auditing profession 

is all about innovation. In fact, this 

future is already upon us; we are seeing 

exponential technologies and emerging 

operating models that are leading the 

way in transforming traditional audit 

processes,’ says Sanjay Panjabi, audit 

and assurance innovation and analytics 

leader at Deloitte Singapore.

‘With data analytics, we are able to 

slice and dice the data sets to analyse 

the data in the manner relevant for the 

audit. In some instances, data analytics 

can also help to create an expectation 

of the entire account balance in 

achieving the audit objectives rather 

than on a sampling basis. These 

benefits would not be possible with the 

conventional random audit sampling 

methodology,’ Panjabi says, adding 

that ‘data analytics can also help to 

create opportunities by pre-empting 

and managing anticipated risks and 

offering services in risk management 

and governance fields’.

The 2017 Harvey Nash/KPMG CIO 

Survey identified big data/analytics 

as the most in-demand skill for the 

third year running, cited by 42% of 

respondents, an increase of 8 percentage 

points on the previous 12 months.

The ACCA 2016 report, Drivers of 
change and future skills, identified 

the main drivers for change that will 

impact the profession, noting that 

the expert use of analytics will enable 

more, better and closer-to-real-time 

reporting, increase predictive analysis, 

and highlight the interconnectedness of 

financial and non-financial performance.
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students will have to complete all 28 

hours to receive the certificate.

‘Data analytics will always be evolving 

as data becomes more abundant, new 

languages are introduced and new 

skillsets required,’ explains Wang. ‘The 

MSA curriculum is engineered not to 

teach students computer science but 

to understand the basics which they 

can then use to their advantage. The 

role of a graduate is not to take over 

the role of a data scientist but to be 

the bridge between the finance and IT 

departments, enabling them to make 

strategic business decisions and extract 

key information to deliver to their key 

stakeholder.’ By learning a variety of 

quantitative analysis techniques and 

being able to understand how to 

analyse and deal with a large amount 

of data participants will, Wang adds, 

remain relevant to the industry.

In the final term of the MSA 

programme, students will go through 

an SMU-X capstone, which combines 

academic and experiential learning, 

leading to a three-way interaction 

involving professors, students and 

industry professionals. This learning 

this, more than ever, we are in need of 

analytics-intelligent executives.’

Associate Professor Wang Jiwei, 

programme director of SMU’s master 

of professional accounting and master 

of science in accounting, notes that 

in Singapore many employers across 

the accounting, banking and financial 

sectors are saying that they now give 

hiring priority to accounting graduates 

with knowledge of data and analytics.

This is supported by Yang Chi Chih, 

audit and assurance talent leader, 

Deloitte Singapore, who notes: ‘On the 

recruitment front, we prefer accounting 

or business school graduates with a 

data analytics background as these are 

the students who have the necessary 

data analytics skills and mindsets, and 

are more likely to embrace the use of 

technologies in performing the audit.’

Higher-level tasks
The MSA programme, which starts in 

August with an expected cohort of 40 

graduates, comprises 12 courses taught 

over two years on a part-time basis 

(or over one year on a full-time basis), 

and includes real-world experience in 

practical applications. ‘This knowledge 

of how and where to apply technological 

expertise in authentic settings will 

enable our graduates to perform the 

higher-level tasks that are increasingly 

expected of accountants,’ Wang says.

While the MSA goes deep into the 

application of data technology in the 

accounting domain, the certificate 

in accounting data and analytics 

provides participants with a four-day 

overview looking at data modelling and 

forecasting, data management, and 

data visualisation and dash-boarding, 

and will also teach key skillsets that can 

be applied at work. Taught jointly by 

the School of Accountancy and School 

of Information Systems, the certificate 

programme will be launched in May; 

while there is no formal assessment, 

approach has been specially developed 

for the new generation, says Wang, 

where students will be challenged 

to use their disciplinary knowledge 

to tackle real-world issues through 

interdisciplinary approaches.

‘With this capstone, “clients” bring 

their real problems into the classroom 

and students apply their interdisciplinary 

knowledge to create solutions to real-

world issues,’ Wang says. ‘They also learn 

and apply knowledge more effectively by 

bridging theory and practice.’

Panjabi says it is encouraging that 

academia has started incorporating 

new modules as part of their curricula 

to equip the future audit professionals 

with the skills and knowledge needed 

to deliver the audit of the future. It is 

equally important, he adds, to have 

the standard setters on-board this 

journey early to provide guidance to the 

audit practitioners and the regulators 

to understand and appreciate how 

technology is changing the audit 

landscape as it would be relevant in 

their inspections.’ AB

Sonia Kolesnikov-Jessop, journalist 
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The blame game
Personality clashes, profit-sharing wrangles and incompatible ambitions can ultimately 
ruin a firm. Derek Smith looks at the causes of – and solutions to – partner disputes

who have been partners for less time 

to capture incremental increases unless 

more senior partners lose out.

It is also common for financial 

disputes to arise when partners leave 

the firm and the offer made to them, 

which is not sufficiently codified, falls 

short of their expectations. This is even 

more likely to be an issue if a partner’s 

exit has not been their own decision. 

The expectations of those involved 

can vary widely. In one case, a firm’s 

retiring (and founding) partner thought 

he should be paid six times more 

than he actually received. His ultimate 

payout barely covered the legal costs he 

incurred in taking his case to court.

Where disputes arise because of 

behavioural issues – often involving 

alcohol, drugs, gambling or 

‘uncontrolled libido’ – partners are 

unwise to assume that the issues will 

resolve themselves.

Partner disputes seem to be a growing 
risk for firms. This may in part reflect 
the challenging times that professional 
service firms are experiencing. 
Whatever the reason, they can be very 
damaging in their impact, disrupting 
business, damaging reputations and 
incurring significant costs. 

Bertrand Russell once said that war 

does not determine who is right, only 

who is left. All too often partnership 

disputes serve only to destroy or 

damage firms, and there is no real victor 

(save the lawyers, if they are involved).

A common feature of disputes is that 

all the protagonists firmly believe they 

are in the right. There is often a strange 

dichotomy in that the views of partners 

in whom the aggressors have placed 

great trust and whose judgment they 

have always relied on are suddenly 

deemed to lack any wisdom when it 

comes to the issues at stake.

Partner disputes can arise when 

business partners or the members of 

a firm disagree over operational or 

financial decisions. Whereas many 

business vehicles have a clear hierarchy 

as to who has the final say, the apparent 

equality of a partnership can make it a 

more complex area. 

Money and people
The issues that give rise to disputes are 

more often than not related to finance 

or behaviour.

Financial disputes frequently concern 

the rights of individuals to revenue and 

capital returns – in effect, the question 

of reward. There is often a lack of clarity 

as to how profits are to be shared and 

who is entitled to any capital value 

within the firm. Where profit sharing is 

the issue, firms often find themselves 

in a zero-sum game: profits are not 

increasing sufficiently to enable those 
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cases, it is worth pointing out that just 

because something costs a lot of money 

does not necessarily mean it is an asset.

Another common characteristic is 

simply the question of relationships, 

which for one reason or another become 

damaged. The partners’ goals diverge 

and become incompatible. They end up 

with different visions for the direction of 

the firm or their exit strategies. These 

problems can be exacerbated if the 

profit-sharing systems are not geared 

to variations in ambition. The problem 

gets worse if the contributions of the 

individuals vary significantly.

Behavioural conflicts become 

Other behavioural issues include 

parties involved having entirely different 

ambitions for the firm (as economists 

would put it, they no longer share ‘goal 

congruence’). People’s aspirations and 

ambitions change over time, as may the 

composition of the partnership itself. 

Discord built-in
A number of common characteristics 

tend to make disputes inevitable. 

One is where there is no written 

agreement to address issues, or only 

a poorly crafted one that fails to give 

guidance on the areas of dispute. Often 

there is no established procedure for 

dispute resolution, save the potentially 

expensive alternative of formal 

arbitration. Written agreements need to 

be clear on the rights and obligations 

of partners, and explicitly define the 

governance structures of the firm.

Personality can be another problem. 

Dynamic leaders (usually the founding 

partners) can be overly autocratic; 

they may also believe their opinion 

carries more weight than that of fellow 

partners, or value their own contribution 

to the success of the firm more highly 

than the open market does. In such 

particularly complex in the case of a 

husband and wife partnership where 

the marriage hits problems, or where 

partners have become involved 

in relationships, extra-marital or 

otherwise, with members of the firm’s 

team or clients. Nepotism is also 

an issue – the hiring of relatives can 

trigger major tensions and disputes.

Prevention better than cure
Identifying the potential pitfalls makes 

it that much easier to avoid them. The 

first stage in this prevention process 

is to ensure that written agreements 

are in place setting out the rights 

and obligations of the partners and 

covering all the scenarios described 

above. Governance structures and 

reward systems should also be able to 

withstand changing circumstances.

It is helpful to consider safeguards 

against disputes arising from internal 

relationships and between partners or 

team members, and to protect against 

potential nepotism.

Of equal significance is the need to 

ensure a common vision, mission and 

value-set for the organisation and  

that disagreements are resolved  

before too much time passes and 

schisms develop.

Often, some problems can be 

averted simply by addressing issues as 

they arise. A robust partner review and 

development system can help 

here.

Finally, do not overlook the 

value of third-party assistance 

in all these areas. Often an 

objective third party can 

bring sanity to a situation that 

could be avoided or otherwise 

spiral out of control, at great 

financial and emotional cost to all 

concerned. AB

Derek Smith is a senior consultant at 

Foulger Underwood Associates

The views of 
partners in whom 

the aggressors 
have placed great 

trust are suddenly 
deemed to lack any 

wisdom when it 
comes to a dispute
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Commonwealth gains
The organisers of the 2018 Commonwealth Games on Australia’s Gold Coast are 
making the sums add up for this month’s festival of elite athletics 

Unusually for a large sporting tournament, the 2018 
Commonwealth Games, which get under way this 
month, arrive in the Gold Coast (Australia’s sixth 

largest city) on time and on budget. After completing 
its final checks on preparations for the 21st games, the 
Commonwealth Games Federation has declared it is ‘humbly 
confident’ the event will be a success.

Planning for the Gold Coast Games has consistently been 

further advanced than the 2014 host Glasgow was at the same 

stages – mainly because the ‘transfer of knowledge’ from 

Glasgow to the Gold Coast has allowed the Australians to 

build on the experiences of the previous event. As a result, the 

City of Gold Coast council knew months ago that its venues 

would be finished and ready, ahead of the opening ceremony.

‘I can assure everyone we are games-ready, we are on 

time, on budget,’ Tom Tate, Gold Coast’s mayor, said at the 

beginning of the year. ‘They are all completed.’

The Queensland state government put A$1.5bn (US$1.2bn) 

into delivering the event. While this easily outstrips the £543m 

(US$751m) cost of hosting the 2014 games in Scotland, it’s a 

snip compared with the US$4.1bn cost of the 2010 event held 

in Delhi – the most expensive Commonwealth Games ever.

The entire project has been overseen by the not-for-profit 

organisation the Gold Coast 2018 Commonwealth Games 

Corporation (Goldoc). To deliver the games, Goldoc will 

employ more than 1,500 paid staff, 15,000 volunteers and 

45,000 contractors. It believes the games will generate A$2bn 

(US$1.55bn) in economic benefits. The estimated budgeted 
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Australian basketball champion Patty Mills poses with a 
surfboard – the Gold Coast is famed for surfi ng, although 
it’s not a games sport – and local performers.

Athletics events in the 2018 Commonwealth Games will be 
held at Carrara Stadium, an Australian rules football venue 
equipped with a temporary stand for 15,000 spectators.

value of the procurement programme alone resulted in the 

award of A$550m (US$425m) worth of signifi cant contracts. 

Procurement of the security and security infrastructure 

includes contracts for four prime suppliers to deliver 4,200 

security guards. Another A$34m (US$26m) will be spent on the 

deployment of the armed forces to provide rapid-response 

squads, bomb detectors, offshore patrols and surveillance. 

Substantial procurement contracts have also been awarded 

for broadcast lighting, temporary seating, temporary power 

and event staging. A further A$657m (US$509m) was awarded 

in construction contracts for the venues and the Games 

Village, with around 90% of that fi gure going to businesses in 

south-east Queensland. Under a deal with the Queensland 

government and the Commonwealth Games authorities, the 

city council agreed to renovate or construct the buildings and 

sporting grounds to Commonwealth Games standards.

A major factor in keeping costs down has been to use 

temporary rather than permanent facilities; 80% of the 

council’s games venues were already in place before the 

games construction programme began. Inserting temporary 

facilities has been part of the plan to reduce the risk of 

building ‘white elephants’ or having to replace stadiums in 

future because they are the wrong shape or hold too many 

seats – a problem Sydney is currently facing with the round 

stadium it purpose-built for the 2000 Olympic Games. After 

the Commonwealth Games, the temporary facilities will be 

stripped out and venues returned to community use.

Keeping score at the Gold Coast
The 2018 Commonwealth Games in numbers.

* 70: Teams represented (some Commonwealth 

members have dependent territories that compete 

under their own flag, as do the four UK nations)

* 6,600: Number of athletes and team offi cials 

expected at the event

* 5: Number of times that Australia has staged the 

games – previously, Sydney (1938), Perth (1962), 

Brisbane (1982) and Melbourne (2006) – more than 

any other nation

* 23: Number of sports in the games

* 1954: Year of the ‘Miracle Mile’ when England’s 

Roger Bannister and Australia’s John Landy both 

fi nished within four minutes in a mile race (pictured 

above) in the Vancouver Games

* 1974: Year when Tanzania’s Filbert Bayi took middle-

distance running into a new era, with a world-record 

time of 3min 32.16sec. New Zealand’s John Walker 

broke the old world record too in the same race in 

Christchurch, but still lost. To many it remains the 

greatest 1,500m race ever

* 1,500: Approximate number of medals up for grabs, 

to be evenly distributed between men and women – 

the fi rst time ever for a major multisport games

* 690,000: Visitors expected to Gold Coast venues

* 1.5 billion: Predicted cumulative TV audience.
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The Commonwealth 
* 53 countries are currently members

* 11 are Pacific nations: Australia, Fiji, Kiribati, 

Nauru, New Zealand, Papua New Guinea, Samoa, 

Solomon Islands, Tonga, Tuvalu, Vanuatu

* Three are European nations: Cyprus, Malta, UK

* 13 are in the Americas: Antigua and Barbuda, Bahamas, 

Barbados, Belize, Canada, Dominica, Grenada, Guyana, 

Jamaica, St Lucia, St Kitts and Nevis, St Vincent and the 

Grenadines, Trinidad and Tobago

* Seven are in Asia: Bangladesh, Brunei, India, Malaysia, 

Pakistan, Singapore, Sri Lanka

* 19 are in Africa: Botswana, Cameroon, Gambia, Ghana, 

Kenya, Lesotho, Malawi, Mauritius, Mozambique, Namibia, 

Nigeria, Rwanda, Seychelles, Sierra Leone, South Africa, 

Swaziland, Uganda, Tanzania, Zambia

* The total population is 2.3 billion 

* It makes up 20% of the world’s land mass

* 15 Commonwealth governments other than the UK have 

Queen Elizabeth II as their head of state

Closing ceremony of the 2014 Commonwealth Games 
at Hampden Park in Glasgow, after 5,000 athletes had 
competed in 18 sports for a total of 261 gold medals.

Each Gold Coast council venue has had to pass an economic 

viability test, with future use high on the list of criteria. The 

venues also had to demonstrate a way to earn money after the 

2018 games.

Only three venues have been built from scratch. The Gold 

Coast Sport and Leisure Centre was completed in April 2017 

at a cost of A$105.3m (US$81.6m). Like the A$40m (US$31m) 

Coomera Indoor Sports Centre, the venue for gymnastics 

and netball, it will be handed over to community use after the 

games. The third venue is a new velodrome track at Brisbane.

Built in an area that lacked sporting facilities, Coomera is 

the ‘centrepiece for the transformation of the northern Gold 

Coast into a signifi cant elite and community sports precinct’, 

according to the council’s website. It opened in August 

2016 and its facilities and function rooms are available for 

community hire, creating a new council revenue stream.

After its A$4.95m (US$3.84m) renovation, the Broadbeach 

Bowls Club has already hosted the World Youth 

Championships. It will host the Asia Pacifi c Championships in 

2019, and the World Bowls Championships in 2020.

There is little chance of white elephants, Tate says. ‘We have 

800 events booked for the 12 months post-games; we have 

major projects happening.’

But sport was not the only future use considered by the 

council when it was assessing future economic benefi ts of 

games venues. The Games Village will become housing for 

hospital and university staff.

Studio 9, which hosts the squash competition, was built 

as a working sound studio for independent entertainment 

company Village Roadshow. Four other existing sound stages 

have been fi tted with temporary courts for the table tennis and 

boxing tournaments in the games.

Film studios make great games venues as they can be 

transformed easily and already have equipment installed for 

cameras and sound. ‘It is the fi rst time a sound stage has been 

used for the games,’ says Lynne Benzie, president of Village 

Roadshow Australia. ‘It is a fantastic opportunity.’ She says 

the construction of Studio 9 gives the Gold Coast the biggest 

footprint of any fi lm studio in the southern hemisphere – a 

massive selling point for future business projects. The cost was 

shared between Village Roadshow and the Commonwealth 

Games, and Benzie believes the studio could bring billions of 

dollars to the Gold Coast.

But it hasn’t all been smooth sailing. There has been criticism 

over the cost of the games, and logistical concerns, such 

as traffi c congestion between the Gold Coast and Brisbane 

(nearly 50 miles north of it), as well as in the Gold Coast itself.

But sponsors have backed the event, with 16 offi cial 

supporters signed up (including KPMG, Aggreko and Cisco), 

plus seven offi cial partners (such as Longines, Atos and Optus), 

all on board for a bonanza of elite sport. AB

Alex Miller, journalist
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More information

Read PwC’s report SDG Reporting Challenge 2017 at 
bit.ly/PwC-SDG-reporting

Most popular
citizen problems

Aligning with UN goals
The United Nations’ Sustainable Development Goals should be central to business’ 
interests and yet companies’ reporting on this is still falling short, fi nds a PwC study

Missing the goal
All members of the United Nations (UN) have pledged 

to support its 17 Sustainable Development Goals 

(SDGs). Corporate reporting has a huge role to play in 

benchmarking this work, but many companies are failing 

to map their activities to the goals, according to PwC. 

Shooting at the same goal?
The report, which covers 470 companies in 17 UN 

member countries, found that those companies 

that are prioritising SDGs are reporting what they 

think are most relevant and not necessarily what 

citizens consider important.

In fact, there seems to be quite a disconnection 

between what business is seeking to prioritise and 

what the research tells us citizens are viewing as most 

important to them.

Taking the easy wins
The survey found companies have better quality reporting 

on indicators that are more mature, predating the SDGs.

Rather than thinking holistically about their priorities in terms 

of SDGs, companies may in fact just be re-badging existing 

priorities to match them to SDGs. On climate change, for 

example, companies already have reporting requirements in 

place to measure greenhouse gas (GHG) emissions.

Top three indicators

74%
of citizens said that they are more likely to 
use the goods or services of organisations 

that are engaging with the SDGs

62%
of companies mentioned 

the SDGs in their reporting

63%
aren’t offering any meaningful 

level of engagement with the goals

17 Sustainable Development Goals (SDGs)

Representation of women in 
management postions

Energy 
efficiency 

GHG emissions 
reduction

37% 
selected 
priority 
SDGs

37% 
selected 
priority 
SDGs

62%

25% 
mentioned 
the SDGs

25% 
mentioned 
the SDGs

38% 
made no 
mention of 
the SDGs

38% 
made no 
mention of 
the SDGs
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Top qualities
The features of a high-quality audit sometimes exist 
in mutual tension. So an open and honest debate is 
needed about how audit quality can be maximised

Sub-standard auditing should not be synonymous with 
business failure. Yet when businesses do collapse, or 
when directors fail to meet corporate governance 

standards, auditors’ shortcomings are usually thought to be 
part of the problem.

  Proving auditors have performed quality work can be 

difficult when, with the benefit of hindsight, company failure 

appeared inevitable and predictable, and in retrospect the 

actions of those managing the company look foolish or wrong. 

Whether an audit is high-risk or routine, auditors can help 

themselves – and if the worst does happen, so can those 

assessing their performance – by ensuring each audit rests on 

six pairs of tenets that underpin quality. 

According to a recent report by ACCA, Tenets of a quality 
audit, the latest in its ‘Tenets of…’ series, auditors need to 

be thorough to ensure that all key risks are examined and 

all issues addressed before they complete their report. 

However, they also need to be timely, as regulation, 

investors and other users only see the report as relevant if 

it is contemporary. Obtaining adequate audit evidence will 

always be subject to pressure to complete the job on time. 

At the same time, overauditing compromises quality just as 

much as a file containing inadequate work.

Many of us understand that if auditors don’t remain 

independent throughout the assignment, quality is absent. 

Equally quality is missing if the auditor can’t demonstrate 

appropriate closeness to the client and the business. An 

auditor with experience of the business and the sector that 

they have developed over several years will support the risk 

assessment work. And it is this experience, according to the 

report, that will allow the independent auditor to precisely 

challenge management on the most contentious areas. A 

challenge without knowledge is a long shot that is easily 

deflected. Yet terms such as ‘familiarity’ and ‘long association’ 

summon up images of cosy collusion, letting management off 

rather than conferring advantage of insight.

Standardisation and autonomy
Experience contributes to another key tenet outlined in the 

report: autonomy. A quality audit will never be an unthinking 

tick-list procedure. Autonomy allows the auditor to focus 

on their own perceptions of the key risks, so they can see 

where more work needs to be done. However, audit quality 

can’t be achieved unless there is standardisation; one of the 

most trenchant criticisms of audit is a lack of comparability 

with audit work across borders and a lack of consistency 
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Tenets of audit quality
* Thoroughness and timeliness

* Independence and closeness

* Standardisation and autonomy

* Delivering a holistic opinion and responding to fraud

* Backward-looking and forward-looking approach

* Transparency and confidentiality

over time. At a basic level, auditors need to heed auditing 

standards while at the same time continuing to exercise the 

judgment to go above and beyond specific procedures set 

out in standards. 

It is relatively easy for regulators to assess whether 

standardised procedures have been followed, so prescription 

could increase as a regulatory culture prevails, one that 

auditors could rely on to prove the quality of their work. 

However, any professional knows that it may not be possible 

to define a set of procedures that will be adequate on all 

occasions. Even while standards develop, autonomy needs to 

be encouraged for quality to be enhanced.

Multi-dimensional understanding
All audit work aims to express an opinion on whether the 

financial statements provide a true and fair view. The report 

emphasises that auditors are delivering a holistic opinion 

when undertaking quality work. This allows them to obtain a 

proper and multi-dimensional understanding of the company’s 

business model and strategy, as well as an appreciation of its 

industry and economic context. 

Part of this holistic responsibility is responding to actual 

or suspected fraud, as this could 

lead to financial misstatement 

undermining the true and fair view. 

The public view that auditors are 

responsible and have the ability to 

detect fraud remains undiminished 

– indeed it could be argued that it 

is increasing. 

To perform quality work in this 

context, says the report, auditors 

need to adopt a risk-based 

approach, ensuring that they spend 

their time focused on the areas of 

highest risk. This contributes to 

their ability to deliver an opinion 

that encompasses all of the financial 

statements, including those areas where most work and 

judgment is required. 

Of all the areas of audit quality, fraud detection is the 

one where technology is having the biggest and most 

rapid impact. To respond appropriately to suspected fraud, 

auditors need to use detailed testing and substantive 

procedures. Greater use of data analytics may allow them to 

do this more effectively.

Another tenet of audit quality outlined in the report is 

that there has to be a balance between backward and forward-

looking informati. Transaction testing is backward-looking; to 

achieve audit quality, auditors are required to test historical 

transactions as they are represented in the company’s ledgers. 

At the same time, investors are demanding more forward-

looking information from companies’ financial statements, and 

auditors are increasingly expected to look at this. This seems 

set to become a more important part of audit quality.

As a result, auditors need to consider information such 

as going concern and testing assets carried at fair value, in 

order to provide sufficient audit quality. While the auditor can 

gain evidence about historical transactions, forward-looking 

information is not susceptible to the same type of testing. 

Instead the auditor must examine evidence about the process 

by which forward-looking information 

has been prepared, comparing the 

assumptions made by management 

with evidence from present-day data 

points and historical trends. 

The report points out that these 

pairs of tenets will continue to 

butt up against one another; for 

instance thoroughness will always 

jockey with timeliness, while staying 

independent can seem to contradict 

the need to be close to, and 

knowledgeable about, a business. 

Enhancing audit quality will depend 

on not only the business community 

and the profession but also society 

as a whole understanding those tensions.

The report concludes that while evidence suggests 

that audit quality has improved – and continues to do 

so – concerns remain, both about the pace of change and 

audits that fall below quality thresholds. Initiatives to drive 

better audit quality and maintain an ongoing quality debate 

with stakeholders remain important. Equally important 

is the need for auditors to ensure quality remains at the 

forefront at all times. AB

Peter Williams, journalist

Terms such as 
‘familiarity’ and 

‘long association’ 
summon up images 

of cosy collusion, 
letting management 

off rather than 
conferring advantage 

of insight
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Unlocking the secrets
An ACCA study backs up the welcome given by many investors to the new world of 
transparency, detail and disclosure delivered by the extended audit report

At a time when investors, regulators, even preparers 
and auditors, complain that financial reports have 
become too long, it seems ironic that auditors 

are now required to provided much longer, more detailed 
reports. Since December 2016, and in the case of the UK 
some time before this, auditors who are governed by 
International Standards on Auditing (ISAs) have had to 
produce extended audit reports for their listed clients. The 
move has marked a shift away from the binary, two-page 
audit report to one that provides unprecedented levels of 
transparency of the work carried out by the auditor.

The new-look audit reports, which now cover several pages, 

focus on key audit matters (KAMs) – areas judged by the 

auditors to be of most significance and therefore worthy of 

greater investigation and explanation. It has been a quiet 

revolution, but an important one around the world, with the 

level of detail welcomed by investors, who for many years have 

been calling for the lid to be lifted on the black box of auditing.

The move was enshrined in ISA 701, Communicating Key 
Audit Matters in the Independent Auditor’s Report. This 

standard from the International Auditing and Assurance 

Standards Board (IAASB) was finalised in 2015, with an effective 

date of 15 December 2016. It was part of a suite of revised 

standards covering auditor opinions, going concern and other 

matters, feeding into the revised ISA 700 standard, Forming an 
Opinion and Reporting on Financial Statements. 

Because the UK’s Financial Reporting Council (FRC) had 

introduced similar requirements in 2013, it was seen as very 

much in the vanguard of the new reporting model, providing 

early adopter lessons for other jurisdictions. The US introduced 

its own form of revised auditing standard in stages, applicable 

in stages from December 2017, which brought in the concept 

of critical audit matters (CAMs), as opposed to the IAASB’s 

KAMs. Despite subtle variations, the approaches of both the 

IAASB and the Public Company Accounting Oversight Board 

are intended to result in the communication of matters in the 

auditor’s report that are likely to be of interest to investors and 

other readers of the report.

The FRC has periodically reviewed the implementation 

of what it called the extended audit report. In its second 
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KAM count
The chart below includes companies registered in the UK by 

virtue of a Johannesburg stock exchange listing. Countries 

with fewer than five KAM audit reports have been excluded.
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Number of KAMs per company
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report, published in 2016, the UK regulator supported the 

trend towards more detailed but still concise descriptions of 

risk, the more transparent and accessible reporting of audit 

findings, and the disclosure of materiality.

New world of transparency 
But the FRC’s approach related only to UK listed companies. 

ACCA has therefore taken on a wider, global review of ISA 701 

one year after implementation to assess the success or 

otherwise of the new world of detail and transparency. In Key 
audit matters: unlocking the secrets of audit, ACCA reports 

that auditors around the world have risen to the challenge 

of providing more useful information for investors. It also 

finds that KAMs generate additional benefits to the financial 

reporting process, leading to better governance, higher audit 

quality and improved financial reporting.

The ACCA report quotes an auditor from Cyprus: ‘Auditors 

are not trying to hide anything, and the fact that KAMs are now 

disclosed in audit reports makes more transparent the matters 

they had in mind in prior years as well.’ However, the report 

also finds a fear that some information could be buried within 

these longer reports. 

During its review process, ACCA held roundtable 

discussions in Greece, Cyprus, Romania, Abu Dhabi and 

Oman. Participants acknowledged the new reports gave more 

information, but were sceptical that it was presented in a 

useful way. One audit committee member said: ‘We perceived 

the new audit report as an additional long report included 

within other long reports, and no 

one can read them all.’ 

And an audit partner said: ‘We 

end up having a report of four to 

seven pages that is carefully drafted 

from a legal point of view. With the 

opinion paragraph first, the rest will 

be ignored by many unless someone 

wants to understand what happened 

and reads each section.’

The roundtable comments also 

reveal a fear that the KAMs language 

might be complex. Because financial 

reporting can be complex, and 

KAMs focus on the most complex 

judgments in the audit process, 

the language used to describe KAMs may be difficult to 

understand, particularly for less sophisticated users. However, 

ACCA’s review of audit reports does not identify this concern 

in practice. The plain language used, which was easy to 

understand, suggests that auditors can overcome this fear.

‘Active, sensible 
regulation is 

important to ensure 
that auditors do 
not retreat into 

the perceived 
safety of formulaic 

or boilerplate 
disclosures’

Warning for the future
There is one interesting observation in ACCA’s review that 

could provide a warning for the future: a consistently high 

number of KAMs reported by auditors of listed companies in 

the UK compared with other countries. The average number, 

at 4.1, was significantly greater than in other countries, which 

were mostly in the range of two to three per company. 

The UK was the first country 

to adopt KAMs, but in the first 

year many auditors disclosed 

all of their significant risks as 

KAMs, including the ‘deemed’ 

significant risks of fraud in revenue 

recognition and management 

override of controls. The FRC has 

subsequently discouraged auditors 

from doing this.

The ACCA report says: ‘This 

would seem to underscore the 

importance of active, sensible 

regulation to ensure that good 

practice is encouraged and that 

auditors do not retreat into the 

perceived safety of formulaic or boilerplate disclosures. 

Auditors should be given a clear message by regulators that 

it is better to disclose more than to disclose less.’ AB

 

Philip Smith, journalist
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A fine balance
Achieving strategic goals without 

considering the risks is a gamble. But 
how good are boards when it comes to 
looking at the upsides of risk? 

Corporate governance frameworks around the world 
typically have a strong focus on risk management, 
with the board of directors playing an important 

role in overseeing business risk. The challenge is to ensure 
that boards perform their risk management activities 
effectively and in a balanced manner: they need to help their 
organisations mitigate any downside risks, while taking the 
maximum advantage of opportunities that fit in with the core 
objectives of the business.

Regulation and compliance are signifcant key drivers for 

board-level involvement in risk management. However, 

some organisations are increasingly aware of the 

strategic benefits that effective risk management can confer in 

helping them exploit business opportunities and so exceed 

their stated objectives. 

This was one of the key findings of a recent ACCA research 

project into current 

board practice 

in relation to risk 

management.  The 

research, led by a 

group of academics 

from the universities 

of Plymouth, 

Nottingham 

and Glasgow 

Caledonian, draws 

on interviews with 

executive and non-

executive directors, 

focus groups with 

risk management 

professionals, and input 

from other experts.

As the report, Risk 
and the strategic role 

of leadership, explains, 

the discussions boards 

have about strategy and 

risk management vary 

Some organisations 
are increasingly 

aware of the 
strategic benefits 
that effective risk 
management can 
confer in helping 
exploit business 

opportunities 
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What boards should ask themselves
* How often does the board review and enhance its risk 

management activities?

* Does the board consider, from the outset, the risk 

implications of different strategic options (ie, as a key 

component of strategy creation)? How are these options 

and their associated risks presented to the board?

* Where does the board lie on the ‘principled’ to 

‘prescriptive’ spectrum? What are the strengths and 

weaknesses associated with the board’s position, and does 

it need to consider becoming either more principled or 

more prescriptive?

* How does the board review the diversity of risk 

intelligence, skills, knowledge, experience, education and 

training (‘Riskeet’) across its membership? How does it 

address any gaps?

* How often does the board consider its composition and 

Riskeet? Does it review composition and Riskeet when 

changes or proposed changes to the strategic direction of 

the organisation are being considered? 

* Does the board create a safe-zone atmosphere for 

the discussion of risk management issues? Are board 

members encouraged to challenge the status quo?

* Are board members – and non-executives in particular 

– encouraged to get out into the organisation and to 

understand its people and culture?

* Do non-executives act as critical friends to the executive 

and wider senior management team, helping them to 

exploit opportunities and avoid losses?

* How much time does the board devote to risk 

management at meetings? Are opportunities to discuss 

risk management also provided outside the formal 

board meetings? 

* How effective are the board’s subcommittees in enabling 

the board to focus on strategic risk management issues?

considerably. These discussions lie along a spectrum, with 

many boards nearer to one end than the other. 

Boards applying a ‘principled’ approach are likely to 

make more connections between strategy and risk, as they 

approach both in a holistic manner. But they often do so in 

an implicit and unstructured way, resulting in inconsistent 

decision-making and a greater focus on the exploitation 

of upside opportunities without proper consideration of 

downside outcomes. 

Boards at the other end of the spectrum apply a more 

‘prescriptive’ approach. For them, risk management activities 

are much more formalised and consistent. But organisations 

and boards that follow this approach often view risk as a 

static concept because they often rely on past data and tend 

to focus on downside outcomes. These outcomes may be 

better controlled because risk management activity is more 

structured, but this approach can also make it harder to exploit 

opportunities.

Impediments and assets
When seeking to manage risks, boards still find it hard to 

understand and address the softer factors, such as culture 

and risk appetite. ACCA’s research findings suggest they 

often lack clear information on these issues and have difficulty 

connecting them to their organisation’s performance. Lengthy 

risk reports and insufficient time allocated to risk management 

at board meetings also challenge many boards. 

However, higher-quality board discussion can be enabled by 

developing a safe-zone atmosphere so that board members 

feel free to discuss risk issues in an open and constructive 

way. Positive moves here could include encouraging board 

members to ask ‘dumb’ questions, challenging the status quo 

by playing devil’s advocate, asking executives to leave the 

room for an ‘in-camera’ session, or considering extreme risk 

events and control failures. Discussing risk management issues 

away from formal board meetings, perhaps during awaydays, 

can also be a valuable practice.

Non-executive directors are great assets when it comes 

to risk management. Their role does face challenges, in that 

non-executives walk a delicate line between participation 

(in the sense of ensuring that tasks are performed) and 

oversight (providing assurance that tasks have been 

performed within agreed parameters). Non-executives also 

need to have a good understanding of the organisations 

they are involved with so that they can participate effectively 

in strategic decision-making. However, the nature of their role 

should enable them to step back and apply the experience 

they have gained in other organisations. In this way they 

can act as a ‘critical friend’ to help restrain overconfident 

executives or encourage the more cautious to take on 

a greater level of risk. 

ACCA’s research project also found that a high level 

of diversity in boards’ risk intelligence, skills, knowledge, 

experience, education and training helps to develop a 

collective consciousness that enables the board to identify 

changes in risk exposures and respond appropriately. Taking 

stock of diversity at board level is therefore good for an 

organisation’s risk management effectiveness. AB

Sarah Perrin, journalist
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The road to good
To fully benefit from integrated reporting and thinking, 

members of the management team could use the following 

questions to start a wider conversation about their 

organisational culture, objectives and processes.

* What does value mean for me and my organisation?

* What differentiates my organisation?

* What is my organisation’s mission?

* Where does my organisation want to go (its vision)?

* Who are the key stakeholders we rely on to deliver on 

our mission and vision? 

* What key resources do we need to deliver on our 

mission and vision?

* How do we put our mission and vision into action? 

What is our strategy?

* What changes can I see coming in one, five, 10 and 

20 years’ time that could affect our strategy? What do 

we need to do differently to respond to those changes? 

* How will I know whether my organisation is 

delivering on its mission and vision? How will our key 

stakeholders know?

* How can I talk to the board about these questions?

The next level
The adoption of integrated reporting is bringing about integrated thinking as it 
becomes embedded into companies’ strategic planning processes

The integrated reporting (IR) approach of encouraging 
organisations to explain how they create value over the 
short, medium and long term is helping them to operate in a 
more joined-up way. It strengthens the connections between 
different departments and gives management teams a 
clearer understanding of their particular value-creation 
process. There is strong evidence of external benefits 
too, particularly improved engagement with stakeholders, 
including providers of financial capital. 

Implementing integrated reporting has its challenges, 

though. Adopters struggle with some of the concepts 

and requirements of the IR framework developed by the 

International Integrated Reporting Council (IIRC). Some of 

these challenges, along with suggestions for overcoming them 

and examples of good practice, are identified in the ACCA 

report Insights into integrated reporting 2.0: walking the talk.

The report draws on the experiences of participants in the 

IR Business Network, a forum for organisations committed 

to adopting the IR framework. For the second year running, 

ACCA has worked with the IIRC to review a sample of 

corporate reports produced by network participants. They 

found these companies have made ‘striking’ progress over 

the past year. Data quality has improved, for example, and 

organisations are applying performance measures in a more 

consistent way, providing better bases for comparison with 

other entities.

Integrated reporters still face areas of difficulty, however, 

with some new challenges identified this year. For example, 

some participants in the IR Business Network struggle to link 

their strategy to the way they use and manage their resources 

(known as ‘capitals’ under the IR framework). Materiality also 

causes headaches. For example, organisations don’t always 

explain their materiality determination process well, and it 

is not always clear that their reporting focuses on matters 

that substantively affect the organisation’s ability to create 

value in the short, medium and long term. Reporting on an 

organisation’s ‘outlook’ – the challenges and uncertainties that 

could affect delivery of the strategy and future performance 

– could also be tricky, as boards worry about sensitive 

information and managing stakeholder expectations.

Fundamental change
What is clear is that adopting integrated reporting has a real 

impact on organisations. Interviewee Russ Houlden, CFO of 

United Utilities, believes the major change that integrated 

reporting can bring to organisations is around integrated 

thinking. ‘That fundamentally changes the way we operate 

the business,’ he says. ‘In terms of the reporting, it gives all 

our stakeholders a little bit more of a broad understanding, so 

they can then engage with us on their specific topics. It gives 

them a broader feeling of the sort of responsible company 

we are and the way that we try to give the best service to 

customers by operating in a more integrated way.’ 

Yen-pei Chen, ACCA subject matter expert in integrated 

reporting, says: ‘It’s notable that integrated thinking is seen 

as an important aspect of integrated reporting. In some 

organisations, integrated thinking develops internally before 

integrated reporting is adopted. In others it is encouraged 

and supported by the integrated reporting process. There’s no 
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More information

ACCA has redesigned the Professional level of its 
qualification, introducing a Strategic Business Reporting 
module. See bit.ly/ACCA-SBR

‘Integrated thinking 
fundamentally 

changes the way 
we operate our 

business’

right or wrong way.’

Chen is also encouraged by 

how integrated reporting is 

becoming embedded 

in some companies’ 

strategic planning 

processes. For 

example, life 

insurance, pension 

and asset management 

company Aegon has 

brought forward the timing 

of its materiality assessment 

– an important aspect of 

internal reporting – so 

its outcomes can 

inform its other 

internal processes. 

Previously, the 

company did 

its materiality 

assessment towards the 

end of the year, and reflected the outcomes in 

that year’s report, but there was too little time 

to formulate strategic or operational responses 

to the issues identified. 

Aegon has now changed the cycle, performing 

the materiality assessment at the end of the prior 

year. ‘We then use that as an input for our strategy 

cycle, which kicks off in January,’ says Marc van 

Weede, global head of strategy and sustainability 

at Aegon. ‘Then we have a whole year in which we 

go through our strategy planning and action planning 

and responses. So by the end of 2018, we will have a much 

better story about how we responded to those issues.’ 

The outcome of the materiality assessment now provides 

‘a core input’ into Aegon’s strategic risk assessments, which 

are becoming a standard element in the strategy review 

process at group and business unit level. Van Weede sees this 

as a ‘more integrated approach’. He also believes conducting 

these strategic risk assessments in the right way should help 

with risk reporting. AB

Sarah Perrin, journalist
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Managing your workload

Watch Dr Rob Yeung’s video on how 
to manage your workload and get 
promoted at bit.ly/Y-workload

Stress factor
To get what you want out of your career, it’s crucial to manage your manager’s 
perception of your workload, says our talent doctor Rob Yeung

In contrast, managers with a stress-

is-debilitating mindset were more likely 

to spot burnout and offer support to 

overloaded employees. However, these 

managers were less likely to recommend 

overworked employees for promotion.

One implication of this research is 

that you should not assume that your 

line manager will be able to see when 

you are significantly under pressure and 

feeling stressed. How you feel about 

your workload may correspond quite 

poorly with how your line manager 

thinks you may be feeling.

Communicate your needs
In practical terms, be sure to 

communicate clearly and frequently 

what you want from your work. If you 

are feeling overwhelmed but your line 

manager happens to have a stress-

is-enhancing mindset, then he or she 

could easily overlook your distress. On 

the other hand, if you have a higher-

than-average workload but still want 

more, then a line manager with a 

stress-is-debilitating mindset could be 

withholding further opportunities in the 

mistaken belief that you already have 

too much to cope with. It is only by 

providing updates on a regular basis 

that you can ensure that your manager 

adopts the mindset that is most 

beneficial to your needs.

Of course, nearly everybody would 

like to be promoted in the future. But 

the question you should be asking 

To what extent do you feel hampered 
by stress at work? Researchers have 
typically found quite a poor correlation 
between objective workplace factors 
and the extent to which people 
report feeling stress. Circumstances 
such as tough deadlines, difficult 
clients, unsupportive colleagues and 
long hours do cause stress in some 
employees. However, other workers 
may cope well, or even find the same 
conditions stimulating.

New studies on a concept known as 

stress mindset suggest that your career 

may be affected less by the amount 

of stress that you face than the extent 

to which your line manager sees that 

stress as either harmful or beneficial. 

Scientists led by Alia Crum at Yale 

University have found that some people 

have a stress-is-debilitating mindset, in 

which they believe that stress impairs 

their and other people’s performance, 

productivity and health. In contrast, 

individuals with a stress-is-enhancing 

mindset are more likely to feel that 

stress may stimulate performance, 

productivity and wellbeing too.

Your line manager’s beliefs about 

the benefits or harmfulness of a 

heavy workload may have important 

consequences for your career. A 2018 

study led by management researcher 

Nili Ben-Avi at Tel Aviv University found 

that managers with a stress-is-enhancing 

mindset were less able to identify the 

symptoms of burnout; they were also 

less likely to offer support to employees 

who were experiencing high workloads. 

However, such managers were also 

more likely to see their employees as 

ready for promotion.

If you are feeling 
overloaded over 
the course of a 

tough few weeks 
or months, then 

consider asking for 
more support
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More information

Dr Rob tweets @robyeung

If you have a question for the talent 
clinic, email abeditor@accaglobal.com

Get CPD units by answering 
questions on this article at 
accaglobal.com/abcpd

leadership style tends to be somewhat driving. As a 

result, I have been advised to create a more collegial 

atmosphere that inspires and motivates people instead. 

How should I do this?

A A substantial body of psychological research suggests that 

employees tend to feel most satisfi ed and motivated when at least 

three conditions are met. They need to feel a sense of relatedness – that they are 

socially close to not only their colleagues, but also to you, their manager. Secondly, 

employees are more engaged when they have more autonomy and choice in how 

they go about their work. Finally, employees are more motivated when they feel that 

they are developing their skills and mastering appropriately challenging problems.

A good start to improving these conditions would be to spend time one-on-one 

with the members of your team fi nding out about their career ambitions, needs 

and current frustrations. What would they like to be doing in fi ve years’ time? What 

projects would they ideally like to work on? What do they feel gets in the way of 

them doing a better job? How could you as a manager be more fl exible so that they 

can enjoy their work more?

Of course, you must explain that you cannot offer them everything that they ask 

for. You must also make it clear that the business has ongoing requirements and that 

certain parts of their jobs are non-negotiable. However, if the members of your team 

feel that you are listening to them and genuinely trying to meet at least some of 

their individual needs, you will go a long way towards creating a more positive and 

motivating atmosphere within your team.

Tips for the top 
I recently read a quote on social media from a director of a small business who 

wrote that ‘career goals are for fools’ – that a better strategy is to have no direction, 

but to be responsive to whatever opportunities arise. However, decades of solid 

research show that individuals who set goals – in their academic studies, careers or 

personal lives – are signifi cantly more likely to achieve results than those who do not. 

After all, without a goal and direction, how can anyone know what 

action to start taking?

An element of fl exibility is important, of course. But 

if you have no goals, you will probably make little 

progress. In contrast, the people around you who are 

vigorously pursuing qualifi cations, seeking the right 

sorts of assignments and projects, and networking, 

will be grabbing the best opportunities. 

So what are your goals for the next year or six 

months – and what steps will you take now to start 

moving towards them?

Dr Rob’s talent clinic

Q I moved into a more senior 

managerial role nearly a 

year ago. The feedback on my 

performance has been positive 

overall. However, I was told that my 

yourself regularly is: what do you need 

at this precise moment in time?

If you are feeling overloaded over 

the course of a tough few weeks or 

months, then consider asking for 

more support. However, bear in 

mind that your line manager will 

perceive you more favourably if 

you have a plan and can show that 

you are still to some extent in 

control. Before approaching your 

manager, take time away from the 

offi ce – perhaps one evening or over 

a weekend – to review all of your tasks 

and projects. Which are the critical ones 

that add the most value to your team? 

Which other pieces of work could you 

potentially delay, downgrade or hand 

off to colleagues?

On the other hand, when your 

workload becomes more manageable, 

take the initiative to change your line 

manager’s mindset by asking for further 

assignments and projects. Don’t assume 

that your manager will automatically 

spot that you are ready. However, do 

not simply ask for more work – as more 

work does not always equate to work 

that will develop your skills and enhance 

your career prospects. Be strategic. 

Consider the criteria that are likely to 

make you promotable and look for 

specifi c projects that will allow you to 

develop the broader skills that will help 

you to achieve that next leap up the 

career ladder. AB

Dr Rob Yeung is an organisational 

psychologist at leadership consulting 

fi rm Talentspace: talentspace.co.uk
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From static
to dynamicto dynamic
How can you turn conventional, static 
planning into truly dynamic, competitive 
strategy? Tony Grundy looks at some 
companies that have achieved this

became more sophisticated, it still 
tended to look at the future through 
the extrapolation of past trends.

With each passing decade, the 

external business environment has 

become increasingly less stable and 

more prone to shifts and volatility. 

As a result, planning processes that 

Strategic planning was born in the 
1960s and 1970s when the rate of 
change and levels of uncertainty in 
competitive markets were low. At 
this stage the external emphasis 
was on macro factors, in particular 
‘PEST’: political, economic, social and 
technological. While planning later 
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More information

Get CPD units by answering 
questions on this article at 
accaglobal.com/abcpd

say anything about how these variables 

might be interdependent; this type of 

traditional strategic planning is mainly 

static and not dynamic.

In order to make planning dynamic, 

management should draw up the 

variables, such as competitive edge, 

over time, as a curve. 

Prepaid funeral
One example of strategic breakthrough 

is the prepaid funeral. While this has 

been commonplace in the US for 30 

years, five years ago it was embryonic 

in the UK. I then encouraged a large 

funeral company to explore it as a 

breakthrough opportunity – to visualise 

what was possible. By 2017 it had had 

significant success with the new model, 

but others in the industry soon followed 

it. My funeral services client now had 

to master a new, competitive game to 

stay ahead. 

So, within dynamic competitive 

strategy you also need to embrace 

game theory, recognising that to win 

you can’t just make your own move but 

need to anticipate the moves of others, 

some of whom may not even be playing 

the game yet.  

Dynamic competitive strategy 

also needs to be highly inventive 

and creative. But a high proportion 

previously seemed workable now 

appear too rigid and are insufficient to 

guide strategic decision-making.

Also, in the early days, plans 

were seen as all-encompassing, 

comprehensive pictures of what was 

intended. As a result, these plans often 

dissipated strategic action, spreading 

resources and attention too widely. 

But the Japanese seemed to think 

differently, through their notion of 

hoshin or ‘breakthrough’ planning, in 

which attention was focused on a very 

small number of areas.

Companies practising the 

breakthrough philosophy often profited. 

For example, in the late 1990s, UK 

supermarket chain Tesco had successful 

breakthrough strategies with new store 

formats (out-of-town Tesco Extra, Tesco 

Metro on the high street and Tesco 

Express in inner cities), non-food lines 

and tesco.com. It was a very tightly 

targeted plan, in which the team 

explored the future through scenario 

storytelling. These strategies became 

the cornerstone of Tesco’s success 

from 2000 to 2010. These, like others 

elsewhere, had a strong element of 

external analysis and more emphasis 

on non-linear and dynamic change. 

Sometimes the aim was to go beyond 

just picking up obviously fast and 

disruptive change. Rather, it looked for 

‘weak signals’ such as emerging forms 

of competition that, although small and 

not immediately threatening, might 

come back to bite them.  

Anyone who has picked up a strategy 

book will tell you that on every eighth 

page there is typically a two-by-two 

or three-by-three matrix depicting 

variables. Such matrices enable you to 

position two or more areas (businesses, 

markets, etc) and compare these 

different positions. Although this is 

useful, what they don’t normally tell you 

about is movement, direction and the 

rate of change in a market. Nor do they 

of managers, and an even higher 

proportion of finance people, don’t see 

that as their role. To jolt senior people 

out of this creative slumber requires 

special measures. One way to go about 

it is to imagine that you are an alien 

who has just landed on Earth. Using 

this mindset has led to a number of 

strategic breakthroughs.

Breakthrough greats
One example of a recent, successful 

breakthrough strategy is Metro Bank, 

which launched in the UK just after 

the credit crunch. It was a classic 

disruptor, not so much competing with 

new technology, but offering superior 

service backed by a retail mindset. 

Not only does the bank have many 

features that contribute to its particular 

competitive mix, but these operate as 

a system, where the whole is greater 

than the sum of its parts. Each feature 

contributes to at least one other in its 

architecture of competitive advantage. 

While competitors might try to emulate 

one or two of these elements, the 

task of imitating all of them seems 

out of reach. 

However, businesses such as 

Metro cannot afford to rest on their 

laurels. With dynamic competitive 

strategy, once you’ve found the secret 

formula, it’s not sufficient simply to 

defend it. The dynamic continue to 

be just that. When the Roman Empire 

became satisfied with itself, the only 

movement was backwards. You can 

never afford to fall asleep at the 

strategic wheel. AB

Dr Tony Grundy is author of Dynamic 
Competitive Strategy – Turning 
Strategy Upside Down, Routledge

You need 
to embrace 

game theory, 
recognising you 
can’t just make 
your own move 

but anticipate the 
moves of others
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The power of ‘we’
To create a friction-free relationship, you need to think about how to build an empathy 
bridge to transform ‘us and them’ into ‘we’. Harry Mills explains how

Within minutes of meeting an adversary, 

Mandela could build trust, disarm and 

ultimately convince them to voluntarily 

surrender their power.

An empathy bridge consists of six 

types of behaviour, forming the acronym 

‘Soften’:

* Smile. Greet people with a warm, 

smile. A genuine one, where the 

mouth tips upwards and the eyes 

wrinkle, conveys warmth and your 

intention to engage.

* Open posture. Concentrate on an 

open posture (body facing towards 

the ‘adversary’, arms uncrossed, 

etc), as this communicates positivity 

and receptivity. A closed posture 

signals rejection.

* Fused identity commonalites. 
Finding shared goals, interests and 

experiences reduces and eliminates 

mistrust and friction.

* Touch. Be the first to hold out your 

hand in friendship. The humble 

handshake when delivered firmly 

and vigorously really helps a 

favourable first impression.

* Eye contact. Look your ‘adversary’ 

in the eye. This creates a brain-to-

brain link that pulls people together.

* Nod. To prove you are paying 

attention, nod and subtly mimic the 

mannerisms of the person you are 

influencing.

To build close relationships, we all need 

to follow Mandela’s lead. AB

Harry Mills is the author of Secret 
Sauce: How to Pack Your Messages 
with Persuasive Punch and the 

expert on persuasion for the Harvard 

ManageMentor programme

When we meet someone for the first 
time, the first question we consciously 
or subconsciously ask ourselves is, can 
I trust them? John Bargh, an expert 
on the unconscious mind, writes in 
his book Before You Know It: The 
unconscious reasons we do what 
we do: ‘Trust is the basis of all our 
close relationships in life, and when 
you come right down to it, our close 
relationships are the most important 
things in each of our lives.’ 

He points out that evolution has given 

our stone-age brain cues about who to 

trust and cooperate with. These cues are 

about whether people are similar to us. 

According to Bargh, in our tribal hunter-

gatherer days, we rarely met strangers, 

and when we did, more often than not 

they came as foes rather than friends. 

‘As a result, we cannot help but divide 

our social world into US and THEM, 

no matter that the dividing factors are 

things we have no control over, like our 

skin colour or place of origin.’

So given our propensity to 

unconsciously divide relationships into 

‘us and them’, how do we avoid ‘us and 

them’ standoffs occurring in the first 

place? And how can we turn an ‘us and 

them’ standoff into a friction-free ‘we’ 

relationship built on trust?

To begin with, we need to practise 

getting things into perspective – 

developing the ability to see the 

world through the eyes of another 

person. This perspective allows us to 

consider the needs of others, fosters 

cooperation, increases information-

sharing and makes us more productive 

at problem-solving. We become 

more effective at doing this when we 

shift our focus from our own selfish 

goals to those we share with the 

other party. When we stop looking at 

others as ‘them’ and instead picture 

them as individuals, opportunities to 

productively collaborate multiply.

In the Battle of Gettysburg during the 

American Civil War, the Confederate 

general Lewis Armistead was badly 

wounded while leading a charge. As he 

lay on the battlefield, he gave a secret 

Masonic sign in the hope it would be 

recognised by a fellow Mason. It was: 

a Union officer got him to a Union field 

hospital. In an instant, the ‘us and them’ 

of the Union and the Confederate sides 

were transformed into a Masonic ‘we’ 

that bonded two people.

The empathy bridge
For the last seven years my firm has 

been refining a tool called the empathy 

bridge, which shows influencers how 

to transform ‘us and them’ into ‘we’. It 

is modelled on how Nelson Mandela 

perfected a way to win over his most 

implacable opponents during his 18 

years’ imprisonment on Robben Island. 
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Built on sand?
The recent collapse of the British multinational construction company Carillion has 
added to the disquiet over the goodwill impairment rules. Adam Deller explains

Intangible assets have become 
increasingly relevant in modern 
business, raising many questions for 
preparers around the recognition, 
valuation and impairment calculations 
associated with them. Many large, 
technology-based entities have huge 
parts of their value tied up within 
intangible assets; if these assets are 
internally generated, they are generally 
prohibited from being recognised 
under IAS 38, Intangible Assets. 

Bizarrely, footballers also come 

under this category. If a club acquires 

a footballer, it acquires their playing 

registration. This can be capitalised 

and amortised over the life of the 

contract. However, if the footballer 

has come through the club’s youth 

system, they represent an asset that is 

internally generated, and no value can 

be placed on them. I have spent many 

an enjoyable hour in Liverpool telling 

students that Steven Gerrard was in fact 

worth nothing. 

One intangible that has generated 

significant discussion recently is 

goodwill. When we think of acquired 

goodwill, we simply think of it as the 

difference between the amount paid 

for an entity and the fair value of its net 

assets at acquisition. As the acquisition 

price of an entity will be based on that 

entity’s estimated future cashflows, the 

recognition of goodwill is effectively 

recognising that the group has paid 

for access to these cashflows, creating 

an asset for the business. All of this 

seems reasonable, but it does raise the 

question: when does a large goodwill 

balance simply represent overpaying for 

an entity as opposed to an actual asset?

This is where the impairment of 

goodwill is supposed to kick in. As 

IFRS 3, Business Combinations, prohibits 

the amortisation of goodwill, it is 

instead subject to an annual impairment 

review. Currently this impairment review 

is done by comparing the carrying 

amount of the entity to see if it has 

fallen below its recoverable amount.

Renewed focus
Goodwill is in the news following the 

liquidation of a number of high-profile 

entities. In January, Carillion, one of the 

UK government’s biggest contractors, 

filed for liquidation. At the date of its 

liquidation, the company had goodwill 

valued at £1.57bn on its statement of 

financial position. This was listed as the 

single biggest asset on the Carillion 

books, representing more than a third of 

the company’s total assets. This goodwill 

had initially been correctly calculated 

and had arisen from the acquisition of 

numerous entities over many years. 

The intangible assets note in the most 

recent Carillion financial statements 

shows the annual impairment review had 

been performed and there was deemed 

to be no impairment in goodwill. To 

many non-financial onlookers, this 

seems confusing. How can an insolvent 

entity have £1.57bn of goodwill, which 

has been largely unimpaired? 

The real answer, of course, is that it 

couldn’t. The goodwill should surely 

have been impaired over time. The 

problem is that if the directors had 

decided to write down the goodwill, 

it could have moved the entity further 

towards liquidation, so they pursued 

other avenues, such as acquiring further 
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Year 0
(CU)

Year 1
(CU)

Year 2
(CU)

Recoverable amount 730 695 680

Carrying amount of 
other net assets 525 510 500

Acquired goodwill 100 100 100

Total headroom 
(recoverable amount 
less net assets)

205 185 180

IASB’s headroom approach example

I have spent 
many an 

enjoyable hour in 
Liverpool telling 
students Steven 

Gerrard was 
worth nothing

contracts to boost potential cashfl ows, 

at the expense of short-term liquidity. 

In March, the International Accounting 

Standards Board (IASB) held its global 

preparers forum. Alongside the 

disclosure project and primary fi nancial 

statements project, goodwill and 

impairment came up for discussion.

It had been on the board’s workplan 

for some time, but issues such as the 

Carillion collapse pushed goodwill 

to the forefront of discussions once 

again. The IASB knows from feedback 

that entities delay recognition of 

impairments in goodwill. It has 

tentatively decided not to reintroduce 

the amortisation of goodwill and is 

looking at improving the impairment-

testing model for goodwill instead. 

The major concerns around goodwill 

impairment are that the entity-specifi c 

nature of a value-in-use calculation 

gives scope for management optimism, 

allowing the recognition of any 

impairment to be avoided. In addition, 

there is potentially a ‘shielding’ effect 

from internally generated goodwill. 

To combat this effect, the IASB has 

proposed taking a headroom approach. 

Instead of comparing the recoverable 

amount of a unit with its carrying 

amount at the current date, the 

headroom model takes a two-period 

approach. The total headroom of 

a unit at the current date will be 

compared with total headroom at the 

previous period. If that total headroom 

decreases, there is a rebuttable 

presumption of an impairment of 

acquired goodwill of the difference.

Headroom example
The IASB has produced the following 

headroom example. Company X tests 

the impairment of a cash-generating 

unit annually. There is no change in the 

level of business activity, and monetary 

amounts are denominated in currency 

units (CUs). The recoverable amount 

and the carrying amount of the unit over 

three years can be seen in the table on 

this page.

Under the current impairment rules, 

there is no impairment at any date, 

as the recoverable amount of the unit 

exceeds the carrying amount, despite 

the decline in recoverable amount. 

The headroom approach considers 

the movement in total headroom in 

each period. This total headroom is 

calculated as the difference between 

the recoverable amount of an entity and 

its net assets. Of this total headroom, 

only the CU100 goodwill in the example 

is recognised. Although unrecognised in 

the fi nancial statements, the remainder 

is still used to assess whether the 

goodwill requires impairment.

Using the measure of total headroom, 

a decline can be seen in the overall 
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* Approach C – allow indefinite-lived 

intangible assets to be included 

within goodwill. This is the easiest 

course of action, and the accounting 

is already similar, as both types 

of asset are subject to annual 

impairment reviews rather than 

amortisation. However, this may not 

provide useful information if any 

of the intangible assets generate 

independent cashflows, such as 

licensing income.

* Approach D – segregating 

intangible assets into wasting 

assets and organically replaced 

assets. The IASB believes that many 

people use this distinction and has 

supplied the following definition: 

wasting intangible assets are those 

separable from the entity, have finite 

useful lives and lead to identifiable 

revenue streams, such as wireless 

spectrum and patents; organically 

replaced intangible assets are 

those that are difficult to distinguish 

from the entity as a whole, such as 

customer lists and brands, and are 

replenished through the marketing 

and promotional expenditure of the 

company. Only wasting intangible 

assets would be recognised 

separately and would be amortised, 

with the organically replaced 

intangible assets subsumed within 

the goodwill figure.

The accounting for intangibles and 

impairment remains under scrutiny by 

many commentators and is likely to 

remain highly relevant in the future as 

technology plays an ever increasing 

part in the success of many entities. 

The proposals from the IASB are 

likely to lead to increases in goodwill 

impairment, but it remains to be seen 

whether they go far enough to convince 

the sceptics. AB

Adam Deller is a financial reporting 

specialist and lecturer

headroom each year: 20 in year 1 

and a further 5 in year 2. Applying 

this approach to impairment would 

give an impairment of 20 in year 1 

(taking goodwill to 80), and a further 

impairment of 5 in year 2 (taking 

goodwill to 75).

If adopted, this approach is likely to 

lead to earlier recording of goodwill 

impairments than is current practice. 

The board also hopes it will discourage 

management from making over-

optimistic projections of cashflows 

because any difficulty in maintaining 

the over-optimism year on year would 

affect the total headroom and result in 

impairments to goodwill. It is important 

to note that this method would require 

precise measurement of the recoverable 

amount each year, so costs are likely 

to be higher than under the current 

impairment model.

Recognition at acquisition
In addition to looking at impairment, the 

IASB is considering possible alternative 

treatments for the separate recognition 

of identifiable intangible assets acquired 

in a business combination.

There are four approaches currently 

under discussion:

* Approach A – retain current IFRS 3 

requirements. Currently identifiable 

intangible assets must be 

recognised separately from goodwill 

at their fair value. The main criticism 

of this approach is that separate 

recognition of acquired intangibles 

is of limited value unless there is a 

market for the intangibles.

* Approach B – require disclosures 

similar to those under IFRS 13, Fair 
Value Measurement. Under this 

approach, the separate recognition 

of intangibles at fair value would 

continue, but with expanded 

disclosures to include information 

on the valuation techniques and 

inputs used.
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Technical update
A monthly roundup of the latest developments in taxation, audit, codes,  
standards, agreements, guidance and consultations across Asia Pacific

companies with no revenue and some 

small companies with no organised 

accounting departments.

Agriculture in spotlight
China’s ministry of finance has 

issued new financial management 

instructions for the country’s agricultural 

development organisations (ADOs). 

From 30 January 2018, agricultural 

development offices across China 

will have to review and reinforce their 

accounting practices, cost efficiency and 

financial performance, establishing solid 

financial management schemes and 

strengthening accounting supervision 

and their audits. ADOs must undertake 

detailed cost accounting on all expenses 

from engineering projects. Meanwhile, 

smaller ADOs will be required to 

establish solid currency management 

schemes to boost their asset and debt 

management. The new rules also limit 

cash settlements of project payments 

and ban the use of IOUs, which are 

widely used in Chinese rural areas.

Malaysia

Stamp duty waiver
Securities Commission Malaysia and 

Bursa Malaysia have announced 

measures to boost the country’s equity 

market. These include waiving from 

March 2018 to February 2020 stamp 

duty on shares of companies with 

a December 2017 capitalisation of 

between RM200m (US$51m) and RM2bn 

(US$511m). They also include waiving 

trading and clearing fees for six months 

for individual investors starting trades 

between March and August 2018. 

Hong Kong

Listing opportunity
The Hong Kong stock exchange (HKEX) 

is consulting on proposed new rules 

to promote emerging and innovative 

sector company listings. The proposals 

would permit listings of biotech issuers 

not meeting standard financial eligibility 

tests; allow listings of companies with 

weighted voting right structures; and 

permit mainland China and international 

companies to make secondary listings in 

Hong Kong. 

Fee waivers
HKEX is waiving fees for trading stock 

futures contracts from March to August 

2018. It is also waiving an OMnet 

Application Programming Interface 

(OAPI) monthly sublicence fee for 

such trades. 

Guidance on virtual banks
The Hong Kong Monetary Authority 

has released draft revised guidance on 

authorising virtual banks that supply 

most services online. The rules would 

allow existing banks, financial institutions 

and technology companies to own and 

operate a virtual bank in Hong Kong. 

They also insist that virtual banks provide 

an exit plan to unwind their businesses 

in an orderly manner, if necessary. 

HKICPA handbook revised
The Hong Kong Institute of Certified 

Public Accountants has released a 

revised members’ handbook, which 

includes new provisions on how 

accountants should respond to non-

compliance with laws and regulations.

SFC issues conduct guide
The Hong Kong Securities and Futures 

Commission (SFC) has issued guidance 

on the standards of conduct and 

internal controls it expects of licensed 

corporations to execute client orders on 

the best available terms. The SFC wants 

to ensure traders achieve this through 

today’s mainly automated and electronic 

execution systems. 

Swiss deal
The SFC has struck a financial 

technology cooperation agreement 

with the Swiss Financial Market 

Supervisory Authority. It involves sharing 

information on emerging fintech trends, 

developments and related regulatory 

issues, while referring innovative firms 

seeking to enter each other’s markets. 

Home of economic freedom
The Hong Kong government welcomed 

the Heritage Foundation ranking 

the jurisdiction as the world’s freest 

economy, for the 24th consecutive 

year, in its 2018 Index of Economic 
Freedom report.

Mainland China

VAT verification exemption
China’s state administration of taxation 

has introduced a new VAT category for 

innovative companies and start-ups, 

which exempts them from having to 

apply for VAT invoice verification by tax 

offices. Effective on 1 April, this new ‘M’ 

rating (which is added to existing ‘A’, 

‘B’, ‘C’ and ‘D’ ratings regarding VAT 

administration procedures) will cover 

start-ups trading for less than one year, 
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Singapore Budget 2018: preparing for the future 
Singapore is to levy a goods and services tax on imported services from 1 January 

2020, to help local e-commerce service providers compete with foreign suppliers. 

Business-to-business imported services will be taxed via a reverse-charge 

mechanism. The move was announced in the government’s 2018 Budget in February.

The Budget also included a boost to Singapore’s corporate income tax (CIT) 

rebate, which for the 2018 year of assessment will rise to 40% of tax payable, to a 

S$15,000 (US$11,300) cap, up from a previous 20%, to a cap of S$10,000 (US$7,550). 

In 2019, the CIT rebate will be 20%, to a S$10,000 cap.

Meanwhile, the budget package will raise the top marginal buyer’s stamp duty rate 

from 3% to 4% for property more than S$1m (US$758,000).

The top marginal buyer’s stamp 
duty rate will increase for property 
valued above S$1m.

CRS authorisation
Common Reporting Standard reporters 

can now authorise their staff and third 

parties to access automatic exchange of 

information systems.

OTC consultation
The Monetary Authority of Singapore 

(MAS) is consulting over proposed 

regulations requiring over-the-counter 

(OTC) derivatives to be traded 

on organised markets, boosting 

transparency. Obligations will apply to 

banks whose gross notional outstanding 

OTC derivatives exceed SG$20bn 

(US$15.1bn).  

Malaysian exchange link
The MAS and the Securities 

Commission Malaysia plan to establish 

a stock market trading link between 

Bursa Malaysia and the Singapore 

Stock Exchange by the end of this 

Digital currency advice
Bank Negara Malaysia has issued 

detailed guidance on how digital 

currency exchange companies should 

monitor their business and log 

suspicious transaction reports should 

they be concerned that payments are 

associated with money laundering or 

terrorist fi nancing. 

Action on BEPS
Malaysia has signed the Multilateral 

Convention to Implement Tax Treaty 

Related Measures to Prevent Base 

Erosion and Profi t Shifting (BEPS), 

which is led by the Organisation 

for Economic Cooperation and 

Development (OECD). This commits the 

government to ensuring that profi ts 

made in Malaysia are taxed there, 

following international standards, 

including implementing OECD-

promoted BEPS action plans. 

Singapore

S-VACC framework coming
By October 2018 Singapore will 

introduce a tax framework for Singapore 

Variable Capital Companies (S-VACCs), 

which in future will be treated as a single 

entity for tax purposes.  

DTA agreement with Tunisia
Singapore has signed an avoidance 

of double taxation agreement with 

Tunisia, clarifying taxation rights for 

taxpayers on crossborder business 

activities and minimising double 

taxation, to promote investment 

and trade. The deal covers business 

profi ts, royalties, interest payments 

and more. 

Help on transfer pricing
The Inland Revenue Authority of 

Singapore (IRAS) has released detailed 

guidance on transfer pricing guidelines 

in taxation.

year. It would allow investors to 

trade and settle shares listed on each 

other’s stock market conveniently and 

cost effectively. 

MoU supports fund managers 
Malaysia’s SC, Singapore’s MAS and the 

Securities and Exchange Commission of 

Thailand have signed a memorandum of 

understanding boosting the Association 

of South East Asian Nations’ Collective 

Investment Schemes framework. 

It enables fund managers in one 

participating jurisdiction to offer funds 

to retail investors in the other two. The 

reforms lower minimum qualifying assets 

under management from US$500m to 

US$350m and allow fund managers to 

delegate fund management from 20% 

to 100% of assets. AB

Keith Nuthall and Wang Fangqing, 

journalists
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Getting tough on BEPS
Hong Kong’s introduction of a new bill that tackles base erosion and profit shifting will 
help align the special administrative region with international standards, says Lu Chen

Kong more aligned with international 

standards and reaffirms its intention to 

counter BEPS in a more aggressive and 

systematic manner. Specifically, once 

enacted, the BEPS bill will impose a 

set of legally binding transfer pricing 

obligations on MNEs in Hong Kong. It 

calls for the arm’s-length principle to 

be implemented as the fundamental 

transfer pricing rules effective for year 

of assessment commencing on or after 

1 April 2018 (ie Y/A 18/19). The transfer 

pricing rules proposed would empower 

the IRD to adjust profits or losses to 

transactions where the pricing of the 

transactions deviates from the arm’s-

length principle and would create a 

potential tax advantage. 

It is also worth noting that the 

fundamental transfer pricing rules apply 

to a person’s liability for Hong Kong 

profits tax, salaries tax and property tax. 

The base erosion and profit shifting 
(BEPS) package, which seeks to 
counter the exploitation of gaps and 
mismatches in international tax rules 
by multinational enterprises (MNEs) to 
artificially shift profits to low or no-tax 
locations where there is little or no 
economic substance, has taken the 
international tax landscape by storm. 

There have been significant 

legislative developments, with tax 

authorities worldwide implementing 

the Organisation for Economic Co-

operation and Development’s (OECD) 

recommendations, including transfer 

pricing rules and regulations. The Hong 

Kong government, in order to maintain 

its competitiveness while striving to 

maintain a relatively simple tax regime, 

has taken a similarly pragmatic approach 

by adopting the transfer pricing regime 

and anti-BEPS changes into taxation law.

On 29 December 2017 the Hong 

Kong Inland Revenue Department 

(IRD) gazetted the Inland Revenue 

(Amendment) (No 6) Bill 2017 (the BEPS 

bill), which proposes to codify transfer 

pricing principles into law in the Inland 

Revenue Ordinance (IRO) (Cap 112) 

and to introduce mandatory transfer 

pricing documentation requirements 

to be in line with the OECD’s guidance. 

The BEPS bill has further affirmed the 

IRD’s view on anti-BEPS changes in that 

it seeks to implement not only the four 

minimum standards but to also adopt 

and implement the recommendations 

related to permanent establishment (PE) 

and intangibles. 

Important milestone
The gazettal of the BEPS bill can be 

seen as an important milestone in the 

Hong Kong tax regime as it makes Hong 
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in the previous consultation report. The 

structure and information to be included 

in both master fi le and local fi le are 

largely in line with the OECD guidance. 

Country-by-country reporting
With respect to CbCR, the BEPS bill 

stipulates that the reportable groups 

whose annual consolidated group 

revenue exceeds HK$6.8bn will be 

required to fi le a CbCR for accounting 

periods beginning on or after 1 January 

2018. The CbCR will include detailed 

fi nancial and tax information pertaining 

to their global allocation of income and 

taxes and their respective value chain. 

There is also an option for voluntary 

parent surrogate fi ling for accounting 

their income adjusted upwards or loss 

adjusted downwards by the IRD. 

The BEPS bill further mandates the 

introduction of mandatory transfer 

pricing documentation requirements 

based on the three-tiered approach of 

country-by-country reporting (CbCR), 

master fi le and local fi le. Hong Kong 

constituent entities of a group entering 

into related party transactions are 

required to prepare and maintain 

proper documentation of master fi le 

and local fi le for each accounting period 

beginning on or after 1 April 2018, if 

it exceeds the exemption thresholds. 

The same set of exemption thresholds 

are applicable for both master fi le and 

local fi le, and are consistent with those 

periods starting on or after 1 January 

2016, depending on the activated 

exchange agreements in place.

The master fi le and local fi le must 

be prepared within six months of the 

end of the entity’s accounting period. 

Each Hong Kong entity of a reportable 

group required to fi le a CbCR must 

fi le a written notifi cation to the IRD 

within three months of the end of the 

accounting period, with relevant details 

of the entity that will be fi ling the CbCR. 

The bill also sets out the applicable 

penalties and provisions in relation to a 

number of offences, which consists of 

fi nes for non-compliance with the fi ling 

and notifi cation obligations as well as 

potential criminal offences in cases of 

The fundamental 
transfer pricing 
rules apply to a 

person’s liability 
for Hong Kong 

profits tax, 
salaries tax and 

property tax

The arm’s-length principle is applicable 

for transactions made between two 

associated persons for both crossborder 

and domestic transactions, regardless 

of the materiality and nature of the 

transactions as there is no provision 

for safe-harbour rules in the BEPS bill. 

Associated persons in this regard will 

mean where one person participates 

in the management, control or capital 

of the other person or of common 

participation by a third party. On the 

basis of the arm’s-length principle, a 

person who would have a Hong Kong 

tax advantage if taxed on the basis of 

a non-arm’s-length provision will have 
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From the Hong Kong transfer 

pricing perspective, taxpayers 

should exercise caution in their 

operational structure and the 

implementation of current and 

future transfer pricing policy in 

complying with the arm’s-length 

principle and the BEPS bill. They should 

conduct a comprehensive review of 

their transfer pricing model and policy 

on a regular basis to ensure that these 

are still in line with their operational 

model, and that there are no major 

risk exposures in the system; or, if 

any exposures are identifi ed through 

review, remedial measures could be 

evaluated or changes could be made 

to mitigate such risks before the group 

would need to prepare documentation 

for accounting periods commencing 

on or after 1 April 2018. Furthermore, 

the documentation process should 

be streamlined across the group to 

ensure that information disclosed is 

consistent across jurisdictions where the 

group operates. AB

Lu Chen is a tax partner at KPMG China 

fraud. All these transfer pricing-related 

changes and provisions would certainly 

increase the compliance work and costs 

for MNEs operating in Hong Kong but, 

more importantly, the codifi cation of 

arm’s length principle into the IRO means 

that it is imperative for MNEs to review 

and realign their global transfer pricing 

policies to ensure that such policies does 

not have signifi cant risk exposures from a 

Hong Kong transfer pricing perspective; 

while ensuring global consistency as 

the majority of other jurisdictions are 

also increasing their transfer pricing 

enforcement efforts in the meantime. 

The BEPS bill has also introduced 

specifi c provision relating to any 

non-resident who has permanent 

establishment (PE) carrying out a trade, 

profession or business in Hong Kong. 

The provision provides guidance as to 

how profi ts should be attributed to a 

PE such as between head offi ce and a 

branch (PE); and that the income or loss 

attributable to the PE will be treated 

as a separate and distinct entity. We 

note that these PE-related provisions 

are largely consistent with the OECD’s 

recommendations under BEPS Action 

Plan 7.

Intellectual property
Another notable change in the BEPS bill 

that will have signifi cant implications for 

MNEs seeks to incorporate a provision 

for a person who has contributed 

in Hong Kong to the development, 

enhancement, maintenance, protection 

or exploitation (DEMPE) of intellectual 

property (IP). The person carrying out 

the DEMPE function for an IP in Hong 

Kong should be taxed on the basis of 

that person’s contribution in carrying 

out such functions. The provision on 

intangibles in the BEPS bill has fully and 

comprehensively adopted the OECD 

Action 8 recommendations and key 

points, as refl ected in Section 15F of 

the bill. 

With this in mind, Hong Kong 

taxpayers should ensure that the 

location of IP ownership is in line 

with the economic substance where 

the majority of the DEMPE functions 

are performed. If the principal IP owner 

is located in a tax haven jurisdiction 

or certain low-tax jurisdictions 

with zero or little substance, these 

structures should be reviewed 

thoroughly and restructured insofar 

that they comply with the alignment 

of substance and value creation with 

profi ts/taxes paid, according to the 

guidance in the bill and, more broadly, 

with the OECD framework. MNEs 

will be able to detail their supply 

chain and information pertaining 

to intangibles-related transactions 

in their respective master fi le, in 

support of the IP owner(s) performing 

satisfactory DEMPE functions. In 

connection with the relevant disclosure 

in the master fi le, we anticipate that 

there will be greater scrutiny and 

more challenges from tax authorities 

on IP-related issues, considering 

the much-increased transparency 

on information regarding revenue, 

income, taxes paid and employees that 

is being made available to other tax 

authorities through the exchange of 

CbC reports. 

We anticipate 
that there will be 

greater scrutiny 
and more 

challenges from 
tax authorities on 

IP-related issues
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Kenneth Wong, Dr Danny Po 
and Stanley Ho responded to the 
fi nancial secretary’s address

A well-balanced Budget
ACCA Hong Kong’s tax sub-committee co-chairmen give their views on Budget 
2018-19 and look at which of ACCA’s recommendations made it through

Paul Chan, Hong Kong’s fi nancial 
secretary, delivered the annual Budget 
speech on 28 February, rolling out the 
administration’s fi rst formal address on 
fi scal policy since chief executive Carrie 
Lam took offi ce last July. Chan revealed 
a record HK$138bn surplus this year, 
of which HK$52bn will go to relief 
measures while HK$50bn will be used 
to support innovation development.

The three co-chairmen of ACCA Hong 
Kong‘s tax sub-committee – Kenneth 

Wong, Dr Danny Po and Stanley Ho – 

describe the government’s efforts in 

promoting innovation and maintaining 

the competitiveness of the tax regime, 

as well as which recommendations 

the fi nance chief has factored in from 

ACCA’s Budget submission.

Q What are some of the highlights of 
the 2018/19 Budget speech?
KW The overall Budget is well-

balanced with a bit more focus on 

the innovation and technology (I&T) 

side. Since the new government came 

on board last year, we’re very happy 

that they have been spending a lot of 

resources on tax and also focusing on 

I&T industries. 

The forecast for the next fi ve years 

is also surplus. From a fi nancial 

angle, I’m quite comfortable with this 

year’s Budget.

DP  This year we see a record-breaking 

surplus and there have been a lot of 

voices requesting the government do 

something with it. The Budget is well-

balanced in terms of setting aside the 

necessary funding for future economic 

development, while at the same time 

addressing the immediate needs of 

the public. As the fi nancial secretary 

mentioned, around 40% of the surplus 

is going to immediate relief and 60% to 

future development. I think this is the 

right proportion. 

He also mentioned that it’s necessary 

to look at the source of the surplus: the 

property market and stock exchange. 

But they’re not very stable sources of 

revenue for the government – the tax 

base is very narrow – so the government 

cannot commit to relief measures that 

will place a heavy burden on the fi scal, 

and it has to be very cautious in funding 

and supporting the immediate needs. 

SH  I particularly support the vision 

of nurturing talents and the youth. 

By increasing education funds and 

setting aside money for subsidising 

training, we can prepare people for the 

changing economy. 

It’s more of a long-term vision to go 

from four pillar industries to emerging 

industries. In the medium term, we 

have something like the development 

of the Lok Ma Chau Loop. These are 

all the jigsaw puzzles that are being 
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most suitable and relevant training for 

their employees is.

KW  Last year, the new government 

introduced super tax deduction for 

R&D expenses, which is something we 

suggested. We proposed increasing the 

flexibility of the R&D expense definition 

in order to allow more people to enjoy 

the deduction. As long as the companies 

fulfil certain criteria of using innovative 

hi-tech, they can enjoy this policy. And if 

the government wants to prevent people 

from abusing this system, they can revisit 

it and tighten the measures later.

DP The R&D tax deduction benefit 

is not restricted to any industry or 

sector. We suggested that the scope 

of expenditure should be expanded. 

Instead of being confined to upgrading 

technology or products, it should 

also include other activities crucial 

to tech startups such as sales and 

marketing. The Budget includes cash 

subsidies for marketing research and 

promotion – even better than our tax 

deduction proposal.

Hong Kong does not have group 

tax consolidation, so we suggested a 

group tax relief to encourage group 

companies to expand into new business 

areas. This advice is yet to be adopted.

Q What measures implemented in 

other jurisdictions to boost innovation 

can we learn from?
KW The government can introduce 

certain personal tax incentives to attract 

talent to the Greater Bay Area (GBA). 

This is something that has already been 

adopted in a number of countries that 

want to boost their R&D capability or 

have a special development zone.

The Hong Kong tax authority and 

government have already done a good 

job in expanding international tax 

treaties. However, signing more treaties 

with countries and regions along the 

Belt and Road initiative (BRI) route is 

still something to work on. Also, a wider 

put into place to ensure Hong Kong’s 

sustainability and its role as an I&T hub.

Q In a nutshell, what were ACCA’s 
suggestions for this year’s Budget? 
Which ones have been adopted? 
SH  To maintain the competitiveness of 

our tax regime and to ease the burden 

on individual taxpayers and enterprises, 

one thing we have been lobbying on 

for years is removing the restriction 

for married persons on the election of 

personal assessment, which the financial 

secretary has adopted this year.

DP  The deduction of medical insurance 

premiums is another suggestion that the 

financial secretary has adopted. Hong 

Kong faces the problem of an ageing 

population. Apart from retirement 

spending, another very important 

and expensive expenditure is medical 

care, especially after retirement. The 

government is going in the right 

direction by granting tax deductions 

under salaries tax.

ACCA also suggested that the 

government provide subsidy for staff 

training for utilising new technologies. 

It is similar to the technology voucher 

programme and raising the subsidies 

ceiling for the continuing education 

fund introduced in the Budget speech. 

We think it is more direct to provide the 

subsidies to the employers since they 

usually have a better idea of what the 

58 Accounting and Business April 2018

CN_T_budget.indd   58 08/03/2018   12:31



generation. ACCA has been suggesting 

that the government uses the extra 

stamp duty to build more subsidised 

housing for the young.

Q Do you see any trends in the 
adjustment of the fi scal policy? 
What are some of the challenges to 
implement these policies? 
KW  Similar to the past few years, the 

government has set aside funds for 

Hong Kong’s development, but the 

most important thing is the execution 

and implementation of these funds. 

The industry has been complaining 

about the clumsy approval process. 

Tech startups thrive on fast ideas and 

fast action, and the government should 

set up a monitoring panel for the use 

of these funds and the effi ciency of the 

approving process.

DP  It’s very clear that the government 

wants to invest in R&D; creative sectors 

such as e-gaming and robotics will 

receive tax incentives. But there’s 

also the intention to promote Hong 

Kong as the destination for regional 

headquarters so the multinational 

companies will bring their intellectual 

property and R&D functions.

The fi nance chief wants to make 

Hong Kong’s tax regime competitive 

worldwide. However, we have to comply 

with international standards at the same 

time. On the one hand, the government 

has to think about how to improve our 

tax system; on the other, we cannot 

cross the line.

SH  The current government is 

determined to use tax incentives to 

achieve social and economic goals, 

which is similar to what other countries 

are doing. In fact, we’re falling behind 

countries such as Singapore and Israel 

that have been pushing I&T for some 

time now. We need to not only catch up 

fast but also surpass. AB

Cornelia Zou, journalist

so they can go back to the labour 

market, thus easing the shortage of 

resources in the city.

Q  How does the Budget tie in with 
the BRI as well as the development 
of the GBA?
SH  Both plans need time to roll out, 

especially the development of the 

GBA. It’s about how the 11 cities can 

play to their strengths and make up 

for each other’s shortcomings. Hong 

Kong is positioning itself as the I&T and 

fundraising centre. 

DP  The BRI and GBA initiatives are 

mentioned in the Budget under the 

section ‘Trade and logistics’. This is 

quite interesting as the emphasis so far 

has been put on Hong Kong’s role as a 

fi nancial centre.

Q  What’s the outlook for Hong 
Kong’s property market? Why 
didn’t the government revisit its 
cooling measures?
SH  The government has been using 

stamp duty to cool down the property 

market, but it’s a temporary measure. 

The fi nance chief has mentioned quite 

a few times that the housing supply 

is coming and it will try to meet the 

demand. I don’t think it’s the right time 

to revisit and adjust the stamp duty 

rates; property prices are still beyond 

the affordability of many residents. 

We can see from the Budget that the 

fi nancial secretary projects the property 

and stock market to continue to be 

quite hot in the near future, and that 

reconciles the fact that adjustments 

were not mentioned.

DP The government should not be 

complacent by simply looking at the 

imminent supply in terms of number 

of units. If we also look at the price per 

square foot of those new supplies, we 

may discover that it is still too expensive 

and cannot be afforded by most of 

our people, especially the younger 

‘ACCA also 
suggested that 

the government 
provide subsidy 
for staff training 
for utilising new 

technologies’

treaty network can encourage more 

multinational companies to establish 

their technology and intellectual 

property hubs in Hong Kong. 

DP ACCA made reference to 

neighbouring countries and suggested 

the government give cash subsidies or 

tax refunds because tax loss cannot be 

carried backward under the current tax 

regime. A change of the rule to allow 

carry backward of tax loss arising from 

R&D deductions is yet to be adopted.

Q  What are the new measures to 
relieve the tax burden on individuals?
KW  We proposed the two-tier tax rate 

system and the broadening of income 

bands. The current tax standard is 15% 

but if we can apply half of it to the 

fi rst-tier HK$2m income, it will provide 

fairness and align with the new two-tier 

profi ts tax rate system. Together with 

broadening the income bands, the 

suggestions can benefi t a wide range of 

salary taxpayers. 

SH  The other thing we’ve always stood 

by is to think outside of the box in terms 

of new allowances. The government has 

changed the tax rate, the tax band and 

added the new disability allowance. It’s 

a good start but we have been lobbying 

for quite a while on the domestic helper 

allowance. This will remove the burden 

on the middle class and free up parents 
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Out with the mess
Decluttering your workspace can give your productivity a boost, keep you focused, 
give you a more professional image and improve your psychological wellbeing

information they have misplaced.

Nathalie Ricaud, professional 

organiser at Singapore-based Get 

Organised & Beyond, agrees. ‘Clutter 

makes it difficult to concentrate on the 

task at hand. It brings feelings of being 

overwhelmed and stressed, weighs us 

down and steals our energy,’ she says.

By contrast, Ricaud says the benefits 

of having an uncluttered workspace 

include better focus, reduced stress 

levels and a more professional image.

Organising gurus
The trend towards tidying has picked 

up speed in recent years, partly due 

to the prominence of organising 

gurus such as Japanese author Marie 

Kondo, whose book The Life-Changing 
Magic of Tidying Up was a New York 
Times bestseller, partly as a result of 

the minimalist movement and a shift 

towards embracing a simpler life.

Wong founded Asian Professional 

Organisers in 2012 and works in both 

Hong Kong and Singapore. She says 

the average number of enquiries she 

receives has risen threefold since she 

started, while business has doubled.

Kris Tan of Singapore-based The 

Declutter Professionals agrees. ‘For 

the last two years I have seen a rise 

in enquiries. Space is getting smaller. 

People are starting to realise that they 

have to face their clutter issues,’ she says.

But while many people want to 

organise their workspace, they often 

need external help to do so. Wong, 

whose services cost an average of S$400 

for a minimum of three hours, uses the 

FAST method when helping people to 

declutter at work.

The saying ‘Tidy desk, tidy mind’ is 
well known, but having an uncluttered 
workspace really does have a 
positive impact on productivity. From 
boosting efficiency to enhancing your 
professional image, there are many 
benefits to tidying up your desk. 

‘Having an organised workspace 

means less stress, higher efficiency and 

a better bottom line,’ says Georgina 

Wong, CEO of Asian Professional 

Organisers, who adds that research 

suggests workers waste an average 

of six weeks per year looking for 
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want them without having to stand up,’ 

Ricaud says.

Tamara Norris of Hong Kong-based 

Vivid Vibrations does not use a set 

method to help people declutter, but 

prefers to watch people in their space 

and then offer a bespoke solution.

‘I like to gear it very personally 

for every client and base it on their 

needs, how they use their space, what 

their challenges are emotionally and 

physically,’ she says.

Out of reach
Norris started out working in the food 

and drinks industry in Canada, where 

one of her corporate roles involved 

restructuring kitchen areas to make 

them more user-friendly. In a similar way, 

her solutions for offices aim to increase 

the efficiency of the workspace.

Norris, who typically charges around 

HK$450 an hour, says that people 

often have to reach for things but do 

not notice that they are hindered. ‘It 

might only take an extra split second to 

reach something but over a year those 

moments take up a lot of our time,’ 

she says.

First, she asks clients to think about 

the purpose of their space, and its 

positives and negatives. This is followed 

by what she describes as ‘a huge 

deconstruction’. ‘You have to pull it 

When processing paper, she advises 

clients to either Forward or delegate it, 

or Action it immediately, before Storing 

or scanning it for reference. It should be 

Trashed when it is finished with, if it is 

junk mail or if it has not been used for 

six months.

Wong advises people to treat their 

desk space as prime real estate. ‘Do 

as developers do and go vertical with 

stacked trays, such as “in”, “out”, 

“pending” and “to action”,’ she says. 

‘Use magazine boxes to store paperwork 

upright and a cork or magnetic 

whiteboard to keep notes visible.’

She advises having a telephone 

handset on the left side of the desk 

(for the right-handed) to free up their 

right hand for note-taking. She also 

suggests using the deep drawer in 

an under-the-desk cabinet to store 

ongoing projects or paperwork in 

hanging files for fast retrieval. For 

digital clutter, Wong suggests creating 

broad categories in their email and 

folder structures, using sub-folders to 

try to ensure each file is no more than 

three clicks away.

For Ricaud, the first stage of the 

decluttering process involves bringing 

a large rubbish bag to your desk. She 

tells people to empty their desk of 

everything except their computer and 

telephone, throwing away whatever 

they do not need or is broken. Next, she 

suggests sorting the things they need 

to keep into categories, such as papers, 

pens, cables and chargers, and personal 

decorative items.

‘Keep only the essential items on 

your desktop: a computer or laptop, 

a phone, a pencil holder, a notepad, 

your active files, and a tray for incoming 

and outgoing mail. Move the rest to a 

different area,’ she says.

The next step is to assign a home to 

each category of item based on how 

frequently it is used. ‘The more often 

you use them, the more accessible you 

all apart,’ she says. ‘You can’t see your 

space properly until it is empty.’

She then challenges her clients’ 

thoughts on what they really need. 

‘There is a lot of looking in to get 

people to be honest with themselves 

about how they think and to understand 

their own behaviour,’ says Norris, 

who has a background in psychology, 

mentoring and life coaching.

Tan says one of the main challenges 

she encounters is encouraging clients to 

dispose of items they do not need. ‘I will 

first work to understand the character of 

each client. By doing so, I find the best 

method to meet the objective of getting 

things disposed of or recycled,’ she says.

Donna Simchison of Hong Kong-

based D-clutter, whose one-hour 

consultation fee is HK$500, says many 

people find it hard to identify why their 

workspace keeps getting messy. ‘To me, 

clutter is delayed decisions and delayed 

actions – procrastination,’ she says.

Her solutions revolve around two 

key pillars of organising: like objects 

together and everything has a home. She 

suggests starting the process with what 

she describes as an initial purge. Once 

it is done, she recommends scheduling 

decluttering time in your calendar and 

sticking to it like any other appointment.

Ricaud agrees that the decluttering 

process sometimes needs revisiting. ‘It’s 

not always possible to get the system 

right the first time, so a couple of weeks 

after you’ve finished organising your 

space, evaluate how well your system 

has been working and make changes if 

necessary,’ she says.

But all the organisers agree that once 

you have successfully reorganised your 

workspace, the benefits are significant.

Norris says: ‘Just having clarity and 

being able to focus and approach 

your day in a calm and organised 

fashion is important.’ AB

Nicky Burridge, journalist

‘Clutter brings 
feelings of being 

overwhelmed and 
stressed, weighs 

us down and steals 
our energy’
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Changing the world
When the first WCOA was held, in 1904, the world was 

changing. In the same year Henry Ford set a land speed record 

of 91mph, the US took over construction of the stalled Panama 

Canal project (completing it a decade later), the UK and France 

signed the Entente Cordiale, and the International Federation 

of Association Football (FIFA) was founded – as was ACCA itself.

Subsequent conferences have been woven between major 

global events including the Great Depression and two World 

Wars. Today, WCOA is a large-scale, international event that 

takes place every four years. 

The 10th anniversary congress was held in Sydney in 1972. 

In attendance were members of the profession from all 

around the world, including Bermuda, Malta and Uganda, 

with the largest delegation coming from Japan. A ceremonial 

postage stamp was even produced for the occasion. Calls 

were once again made for the establishment of a harmonising, 

global accounting body; the following year, the International 

Accounting Standards Committee was formed.

Congress calling
The World Congress of Accountants this year will bring together the best minds in 
finance and business to take on the global challenges of change and disruption

The eyes of the accountancy 
profession around the world 
will be turning towards 
Sydney, Australia, this 
November, when more than 
6,000 finance and business 
leaders from 130 countries 
will come together for the 
four-yearly World Congress 
of Accountants (WCOA).

Effectively the Olympic 

Games of the accountancy 

world, WCOA is the premier 

accounting conference for 

the global business and 

finance community. For four 

days in Sydney, professional 

accountants will grapple 

with the global challenges 

of change and disruption, 

and how to turn them 

into opportunities.

WCOA takes place 

every four years and is an 

initiative of the International 

Federation of Accountants 

(IFAC). One of this year’s 

co-hosts is ACCA’s strategic 

alliance partner Chartered 

Accountants ANZ (CA ANZ); 

the other is CPA Australia. 

WCOA 2018 is the first 

time since 1972 that the 

conference has returned 

to Sydney.

‘I’ve heard people call 

WCOA the Olympics of 

accountants,’ says Rick Ellis, 

chief executive of CA ANZ. 

‘I guess that’s because it is 

held every four years and 

brings together the best 

business and finance minds 

from around the world.

‘To give you an idea of the 

calibre of speaker and insight 

afforded to delegates, Pope 

Francis spoke at the last 

WCOA in Rome in 2014 

about the positive impact 

that our profession can make 

on society.’

One to remember
In true Olympian style, 

the organisers are 

hoping the event will 

turn out to be the ‘most 

prestigious, memorable, 

and professionally powerful 

experience of a lifetime’. 

A record number of 

delegates are expected 

to attend the event, which 

will be held 5-8 November 

2018. Topics up for debate 

include blockchain, 

big data, sustainability, 

artificial intelligence and 

the future of work. 

Recognising the 

importance and scale of the 

event, ACCA is a gold-level 

sponsor and will use the 

opportunity to showcase 

its key research, working 

alongside CA ANZ.

Helen Brand, ACCA 

chief executive, says: ‘The 

accounting profession 

is evolving to meet 

the needs of a rapidly 

changing business and 

economic landscape, and 

this important event will 

enable the profession to 

come together to debate 

the future and demonstrate 

the leadership that will be 

required in the years ahead. 

‘I’m sure that the 2018 

Congress will inspire 

delegates and create 

discussions that will help us 

all deal with the demands 

placed on the profession.’

Global themes
This year’s event is entitled 

Global Challenges/Global 

Leaders, with the programme 

centring around building 

prosperity and acting in 

the public interest – ‘broad 

themes that strike right at 

the heart of the profession 

and how it operates on the 

global stage’, says Brand.

The Congress programme 

will explore issues including: 

* protecting the public 

interest and building 

prosperity

* addressing the 

leadership challenge

* embracing disruptive 

technologies and 

innovation

* enhancing ethics and 

integrity

* exploring sustainable 

solutions to business, 

social enterprises and 

economies.
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Why attend?
WCOA will cover some of the most compelling topics of our 

time, including blockchain, big data, sustainability, the role 

of artificial intelligence in accounting, and the future of work. 

Delegates will be able to:

* learn, adapt and accelerate their careers through 

workshops and presentations 

* develop new business opportunities, learn about best 

practice, rethink business models and help redefine the 

future of the profession

* connect and exchange ideas with 6,000 global peers with 

common interests

* test-run the latest products and services from leading 

business and accounting suppliers (the showcase area 

will include over 50 exhibits, expo presentations and 

activity zones)

* discover the sights and sounds of Sydney.

The first WCOA was held 

in St Louis, US, in 1904 – as 

were that year’s Olympic 

Games. WCOA 2018 will 

feature more than 150 

speakers, described by 

the organising committee 

as ‘inspirational business 

leaders, unconventional 

disruptors and cutting-edge 

innovators’. On day one, 

the Congress will host 50 

organisations showcasing 

the latest technology and 

innovations from all around 

the world.

The Congress will be 

hosted by the International 

Convention Centre on the 

Sydney Harbour waterfront. 

More information

For details, go to wcoa2018.sydney

Social events will include a 

reception at the Maritime 

Museum and a cruise around 

the harbour, with views of the 

Opera House and Sydney 

Harbour Bridge.

As IFAC president Rachel 

Grimes says: ‘WCOA will 

provide access to the latest 

in thinking and forecasting 

of the future trends for 

our profession, as well as 

allowing participants to 

showcase their own expertise 

with their international peers. 

With the event taking place 

in Australia, delegates will go 

beyond the confines of the 

professional world and have 

the opportunity to immerse 

themselves in Australian 

customs and culture.’ AB 

63April 2018 Accounting and Business

CN_A_WCOA.indd   63 08/03/2018   12:31

www.wcoa2018.sydney


AB magazine: go digital!

Read on an app or online Choose to give up your print version

Try the app and change your format 
preferences at accaglobal.com/ab

New_ABDigitalAD_November_2017.indd   4 11/01/2018   10:53

www.accaglobal.com/ab
www.accaglobal.com


Diary date
ACCA’S Annual General Meeting this year will be held on 

15 November, in accordance with bye-law 44(a).

Elections to Council
Nominations are now invited for any ACCA members wishing to stand for 
election to Council at the 2018 Annual General Meeting

Council is the governing 
body of ACCA and so has a 
pivotal role in ACCA affairs. 
Its remit includes:

* ensuring that ACCA 

operates in the public 

interest and delivers the 

objectives stated in its 

Royal Charter

* setting the overall 

direction of ACCA 

through regular approval 

of ACCA strategy

* ensuring that governance 

structures are aligned 

to the effective delivery 

of the strategy

* engaging with ACCA 

members to explain and 

promote ACCA’s strategic 

direction

* acting on behalf of all 

members and of future 

generations of members 

(today’s students)

* providing an objective 

environment for the 

executive team to 

explore new ideas and 

challenges.

Council and the executive 

team collaborate to devise 

ACCA’s strategy, which is 

then approved by Council. 

Delivery of the strategy is the 

responsibility of the executive 

team, with governance 

of the process and 

performance management 

provided by Council.

Whatever their 

geographical or sectoral 

bases, Council members 

do not represent particular 

geographies or functions. 

They are elected by the 

membership as a whole. 

Candidates in the Council 

elections come from all parts 

of the world, from every 

sector of the profession, and 

represent a wide range of 

senior positions. Long-term 

or technical experience is 

valuable, but so is a proven 

ability to actively participate 

in strategic decision-making.

Council-level experience 

is not necessary, but an 

understanding of good 

governance is essential, and 

personal and professional 

integrity must be of the 

highest standard. Experience 

has shown that those 

candidates with a previous 

record of engagement in 

ACCA activities tend to stand 

a greater chance of election. 

ACCA expects members to 

bring the following skills and 

attributes to Council:

* an ability to take a 

strategic and analytical 

approach to issues and to 

see ‘the big picture’

* an understanding of 

the business and the 

marketplace

* communication and 

networking skills

* an ability to interact with 

peers and respect the 

views of others

* decision-making abilities

* an ability to act in an 

ambassadorial role 

in many different 

environments

* planning and time 

management

* a willingness to learn and 

develop.

Anyone wishing to stand must 

be nominated by at least 

10 other members in good 

standing. Candidates should 

supply a head-and-shoulders 

photograph and an election 

statement of up to 500 

words. Candidates are also 

required to sign declarations 

of their willingness to comply 

with, and be bound by, the 

code of practice for Council 

members. Candidates will 

again have the opportunity 

to produce a short video 

in support of their election 

statements. The videos will 

be posted on a dedicated 

section of the ACCA website, 

together with the written 

statements and photographs.

Further information on 

Council service and the 

election process are available 

at bit.ly/ACCA-Elections, 

or you can request more 

information or submit queries 

via email, to secretariat@

accaglobal.com quoting 

‘Council elections’ in the 

subject box.

 The closing date for 

submission of nominations 

is 15 August, in accordance 

with bye-law 16. AB 
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More information

For details of the November event and how to register for 
your place, visit the website wcoa2018.sydney

  

          

Congress themes
* Protecting the public 

interest and contributing 

to prosperity

* Building confidence in 

financial advice

* Embracing disruptive 

technologies

* Integrated reporting and 

transparency

* Safeguarding the future 

of the accounting 

profession

* Addressing the 

challenges of leadership

* Ethics and integrity – the 

core of the profession
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Michael Woodford, former CEO of Olympus, speaks to the 
media in 2012 after exposing fraud at the company.   

Speaking up
High-profi le whistleblowers will be among the speakers at this 
year’s World Congress of Accountants, sponsored by ACCA

Two high-profi le 
whistleblowers are in the 
line-up of speakers at the 
2018 World Congress of 
Accountants in November. 

Michael Woodford, the 

British former Olympus CEO 

who exposed a £1bn fraud 

at the Japanese camera 

manufacturer, and Sylvain 

Mansotte, the whistleblower 

who uncovered A$20.7m 

insider fraud at Leighton 

Contractors in Australia, 

are among the keynote 

speakers at the event, taking 

place in Sydney, Australia on 

5–8 November.

Their presentations will tie 

in with the WCOA’s theme, 

Global Challenges/Global 

Leaders, which addresses 

how signifi cant social, 

political and technological 

changes call for decisive 

leadership, grounded in 

values such as integrity, trust 

and honesty.

Also on the guest list are 

Niall Ferguson, professor 

of history at Harvard 

University; Rachel Botsman, 

expert and author on 

collaboration and trust; 

Wendy Addison, CEO of 

consultancy SpeakOut 

SpeakUp; Janelle Hopkins, 

fi nance transformation 

expert and group CFO at 

Australia Post; and professor 

Ian Williamson, dean of 

commerce and global people 

management expert at 

Victoria Business school.

ACCA is one of the gold 

sponsors of the event, 

and will be showcasing 

key research and working 

alongside strategic alliance 

partner, CA ANZ. ‘I’m 

thrilled that ACCA will 

again be taking part,’ said 

ACCA chief executive 

Helen Brand. 

‘I’m sure 2018’s congress 

will inspire delegates 

and create discussions 

to help us all to deal with 

the demands placed on 

the profession.’

Seven key themes will be 

explored during the four-

day event – see panel, left. 

Within these, topics up for 

debate include blockchain, 

big data, sustainability, 

artifi cial intelligence and the 

future of work. AB
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