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About AccA 

ACCA (the Association of Chartered Certified Accountants) is the 
global body for professional accountants. We aim to offer business-
relevant, first-choice qualifications to people of application, ability 
and ambition around the world who seek a rewarding career in 
accountancy, finance and management. 

Founded in 1904, ACCA has consistently held unique core values: 
opportunity, diversity, innovation, integrity and accountability. We 
believe that accountants bring value to economies in all stages 
of development. We aim to develop capacity in the profession 
and encourage the adoption of consistent global standards. Our 
values are aligned to the needs of employers in all sectors and we 
ensure that, through our qualifications, we prepare accountants for 
business. 

We work to open up the profession to people of all backgrounds 
and remove artificial barriers to entry, ensuring that our 
qualifications and their delivery meet the diverse needs of trainee 
professionals and their employers. 

We support our 154,000 members and 432,000 students in 170 
countries, helping them to develop successful careers in accounting 
and business, and equipping them with the skills required by 
employers. 

We work through a network of 83 offices and centres and more 
than 8,500 Approved Employers worldwide, who provide high 
standards of employee learning and development. 

Through our public interest remit, we promote the appropriate 
regulation of accounting. We also conduct relevant research to 
ensure that the reputation and influence of the accountancy 
profession continues to grow, proving its public value in society.

About sId 
 

Formed in 1998 following a private sector initiative to raise the 
level of corporate governance in Singapore, the Singapore Institute 
of Directors (SID) today has more than 1,700 members, which 
include prominent individuals such as listed company directors, 
corporate leaders, lawyers and accountants.  The Institute has 
a 18-member Governing Council comprising reputable business 
leaders and professionals. 

SID is the national association of company directors for the local 
corporate community. It aims to be a professional body promoting 
the highest professional and ethical standards of directors through 
networking, education and information.  Its leading role is to raise 
the level of professional standing and standards of directorship in 
Singapore.  It also aims to increase the pool of persons who are 
suitable to serve as non-executive independent directors in public 
listed companies.   
 
The secretariat of the SID is currently located at 3 Shenton Way, 
#15-08 Shenton House, Singapore 068805.  
 
More information about the SID can be obtained at its website 
www.sid.org.sg.



Content

executive summary ...............................................................................................................4-5 
 
Roundtable discussion .........................................................................................................6-14  
  
 
conclusion ............................................................................................................................. 15 
 

Participants ........................................................................................................................... 16

 



PuRPose of dIscussIon 
 
On January 13, 2012, the Business Times’ headline was 
‘Tightening of rules seen testing directors’ with a sub-headline ‘The 
worry now is that they may be asked to do too much’.

Directors’ duties have been brought to the fore in Singapore 
partly as a result of recent revisions to regulations and corporate 
governance guidelinesi.  Although directors would have no intention 
to, and are not able to ‘abrogate their responsibilities by simply 
relying on the advice of others’ (the Centro case, Australia), 
auditors have been viewed by at least some directors as one of the 
helpful resources in discharging their duties.

The roundtables aimed to explore, from the directors’ viewpoint, 
whether auditors are providing sufficient value and how this value 
may be enhanced, especially in light of the new listing rules and 
revision to the Code of Corporate Governance.

The debate about value of audit and the continuous endeavour to 
enhance that value is not a local campaign.  In jurisdictions around 
the world, from UK to US to the EU, the 2008/ 2009 global 
financial crisis has sparked a series of high profile inquiries into the 
role and effectiveness of audit, and proposals on how audit should 
evolve.  Most of the proposals are premised on the perceived 
weaknesses in the audit market: ‘oligopoly’ of the Big-4; conflict 
of interests and other issues around independence of auditors; 
concerns about credibility and reliability of audited financial 
statements especially given that many banks revealed huge losses 
during the recent global financial crisis after receiving ‘clean’ audit 
opinions from their auditors for the related periods.  Among the 
measures proposed as part of the reform of audit are mandatory 
rotation of auditors after a fixed period; prohibition of certain 
non-audit services (and in the EU, a proposal to separate audit 
activities of large audit firms into ‘pure audit firms’); expansion of 
the standard audit report, etc.  

The roundtables sought to understand directors’ views around the 
need for audit to evolve to better meet the needs of stakeholders, 
including directors.  Participants were also asked to suggest routes 
that audit evolution may take.

Executive summary
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Executive summary

keY conclusIons 
 
The key conclusions from the roundtables were as follows: 

1. The directors participating in both roundtables unanimously   
 affirmed the value of an audit to directors, including the way it  
 enhances integrity and credibility of the financial statements;   
 the sharing of best practices by the auditor to improve the   
 financial reporting process and strengthen the system of  
 internal control; and the fact that an impending audit provides  
 management and the finance team with added impetus to  
 ‘keep the house in order’.

2. The recently revised SGX listing rules and Code of Corporate   
 Governance put the spotlight on directors’ responsibility to   
 ensure adequacy and effectiveness of their companies’   
 systems of internal control.  External auditors can play their  
 parts to reinforce the directors’ evaluation but it was clear to   
 the roundtable participants that directors will need to drive the  
 external auditors’ involvement based on their own    
 understanding of the key operating and financial risks.    
 The internal audit function can also be effective in supporting   
 the directors as long as their reporting lines are appropriately   
 defined.  On a related note, it was felt that external auditors   
 should collaborate more extensively with internal auditors  
 to achieve better efficiencies in overlapping areas of their work.

3. The directors at the roundtable discussed potential measures   
 to enhance audit quality.  It was felt that mandatory rotation   
 of auditors, which has been deliberated in the US and by   
 the European Commission (EC) to reinforce auditors’   
 independence, would be costly and its effectiveness    
 questionable.  The directors appreciate that it is important to   
 continuously evaluate the quality of auditors, with some   
 suggesting instituting mandatory tendering process to regularly  
 screen for auditors with the best ‘fit’.

4. A few directors conceded that a key concern in Singapore is   
 with how auditors are not able to allocate and spend sufficient  
 time to fully comprehend audit issues and address them   
 properly given the lower audit fees level.  The directors assured  
 during the roundtable that boards are aware of the importance  
 of differentiating auditors based on quality rather than price,  
 and that they are not out to seek the lowest audit fees, but  
 relevant experience, a good-fit and demonstrable values from  
 the auditors.

5

5. The directors viewed auditors not only as financial professionals  
 but also specialists in other related areas and were keen to  
 draw on their knowledge and skills if faced with future   
 complexities of new businesses.  In this context, some of the   
 directors raised concerns about another proposal put up by the  
 EC to distil the bigger audit firms into ‘pure audit’ outfits,   
 arguing that such narrow-based firms may lack the multitude   
 of skill sets needed to fully understand and address the issues  
 associated with complex businesses today, and to conduct the  
 audit in a comprehensive manner.    
 
6. The directors at the roundtables saw auditors as good business  
 advisers but sensed that auditors were not communicating   
 freely due to liability concerns.  In line with the discussion   
 around expanding auditors’ roles and communications, the   
 directors deliberated the need to review the auditors’ liability   
 regime.  Some directors questioned the desirability of capping  
 liability, especially on its perceived impact on the level of care  
 that auditors will put into their work.  Other directors supported  
 the idea of capping liability or removing the joint and several   
 liability regime for auditors, with the exception of fraudulent   
 situations, such that the auditors’ liability exposures are more   
 aligned to their responsibilities.  

7. A point was made about the prevalence of dominating founder  
 chairman CEO in Singapore and the region.  Independent   
 directors at the roundtable acknowledged the importance   
 of their role in balancing the power in boards and providing   
 a governance check, which includes facilitating the work of the  
 independent external auditors.

8. The directors believed that the informative value of    
 communications from auditors can be enhanced.  Specifically,  
 they would like to seek more subjective statements from   
 the auditors including their assessments of the overall control   
 environment and the ’tone at the top’.  In terms of auditors’   
 communications to external stakeholders such as investors,   
 it was felt that any extension will need to be implemented with  
 corresponding education of users to prevent information being  
 interpreted out of the proper context.
 



Roundtable discussion

Two roundtables were conducted whereby the directors explored a similar set of topics but with varying 

emphasis as a result of the differing dynamics of the discussion and spontaneous interactions between 

the participants.  The summary that follows captures the key views that were shared, and has been 

organised based on the main themes that emerged.

VAlue of AudIt 
 
The directors participating in both roundtables unanimously 
affirmed the value of an audit to directors, especially to 
independent directors who are not involved in the running of the 
companies on a day-to-day basis. 

Audits were alternately described as a polygraph test of 
management and health screening exercise, and the directors 
appreciated how auditors help to enhance integrity and credibility 
of the financial statements; provide indirect assurance over 
continuity and sustainability of the businesses; and share best 
practices in terms of financial reporting and internal controls with 
management and the finance staffs.  The directors also observed 
that an impending audit provides company with added impetus to 
‘keep the house in order’.

‘(Audit) is the closest thing we get to a 
polygraph test of management.  The other 
reason is, of course, it serves as a sort of 
insurance policy for independent directors.’
Mr Adrian Chan

‘The (audit) process is more important than 
the product itself… knowing someone is 
coming, you have got to shape up, to clean 
up… and I think that is very important.’
Mr Kelvin Tan
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‘Audit is certainly something that we find we 
rely a lot on as an independent director.’  
Mr Ang Miah Khiang

’You don’t drive your car looking in the mirror 
all the time.  You drive your car as a business 
owner looking forward… (The external audi-
tors) help you look ahead, see the roadblocks 
in front, give you advice on how to avoid 
them.’
Mr Edmund Tang 
 
‘I treat auditors as my best friends as an audit 
committee chairman because the moment the 
auditors can have a free flow of communication 
with me, especially if they smell (something 
out of ordinary), that helps (my work as the 
audit committee chairman) a lot.’

     Mr Henry Tan 

 

 



Roundtable discussion

InteRnAl contRol 
 
The recently revised SGX listing rules and Code of Corporate 
Governance have put the spotlight on the responsibility of boards in 
ensuring the adequacy and effectiveness of the companies’ systems 
of internal control.  Naturally, the discussion veered towards how 
auditors can play a role to reinforce the directors’ evaluation.

‘The focus now on whether directors are 
satisfied with internal controls has made 
everyone quite paranoid, and potentially 
taken away a bit of focus from the really 
critical matters like the strategic direction of 
the company and the like.’
Mr Ang Miah Khiang

It was clear to the roundtable participants that directors will need 
to drive the external auditors’ involvement based on their own 
understanding of the business and the key operating and financial 
risks.  

‘What are my risks and where should I look 
a little bit deeper?’  And then commission 
outside assistance for that.  From my 
experience, such practice will be valuable 
and usually such reports a good blueprint to 
effect certain change internally and improve 
the operations.’

     Mr Peter Buerger

‘It is vital that the Board and the Audit 
Committee spend more time knowing 
the company’s business operations and 
the complexity (involved) … If they don’t 
know, how are they going to be effective in 
maximizing the auditors’ usefulness to the 
organisation? Once you know your business 
operations and the complexity well, the 
internal control/risk management issues 
can be addressed more effectively with the 
management team.’
Mr Quek Shi Kui 

Internal audit function was highlighted as another valuable support 

mechanism for directors, especially with respect to appreciation of 

the key operating and financial risks and the way the organisation 

manages these risks.  It is critical that the performance assessment 

and reporting responsibilities of internal auditors are structured and 

managed properly for them to function effectively.

‘Our internal audit would be an independent 
function; it would have its own agenda; it 
would come in regularly in all the different 
areas; it would be unannounced; they would 
report to a different director of the board etc.  
It will almost be like an external audit (from an 
independence perspective), except you would 
not know when it will arrive.’
Mr Peter Buerger
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‘The primary responsibility must still be with the directors… 
but directors should be entitled and be able to enlist the 
assistance of suitably qualified professionals to help them 
discharge their responsibility; not to abdicate it, but to help 
them with it.’ 
Mr Ng Boon Yew



Roundtable discussion

‘We have to ask ourselves whether we need 
the internal audit to be the eyes and ears of 
the management and/or the independent 
directors. It would be effective only if the 
internal auditors could work independently 
without taking any cues from the management 
or being directed to do so. Ultimately their key 
performance indicator would be determined 
and assessed by the AC’
Mr Tommy Loke

The directors also felt that the external auditors should collaborate 
more extensively with the internal auditors to achieve better 
efficiencies.

‘When I look at audit, internal and external, 
the question that comes to me is – how should 
they work together?’
Mr Phua Sian Chin

‘I always ask the external auditors: ‘Do you 
rely on the internal auditors’ work?’  Answer 
is generally ‘no’…. (Even though) both 
are reviewing the company’s operation, 
internal control… they don’t talk to each 
other basically… they should plan (their 
collaboration) in such a way that it’ll be more 
efficient and maybe cost less.’
Mr Lim Ho Seng

mAndAtoRY RotAtIon 

The roundtable participants deliberated on ways to enhance audit 
quality.  Some of the directors commented that regulators overseas 
have recently put auditors under scrutiny for what they perceived 
to be a lack of independence.  The European Commission, for one, 
has proposed instituting mandatory rotation of auditors in a bid to 
enhance their independence, and the Public Company Accounting 
Oversight Board (PCAOB) has engaged stakeholders in a long-
drawn consultation about ways to enhance auditor independence 
including through mandatory rotation. 

The directors at the roundtables rejected the notion of enforcing 
mandatory rotation as a means to enhance independence of 
auditors and quality of audit.  The proposed measure was viewed 
to be costly, and most importantly, its effectiveness questionable.  
Some of the directors shared personal experiences on how the 
management team and the entire finance function invested 
significant time to apprise new auditors of the business including 
various process flows and systems of internal control.  In addition, 
given the increasing complexity of businesses in the modern world, 
a mandated change in auditor may result in unnecessary loss of 
cumulated audit knowledge, including appreciation of the industry 
and entity-specific risks.  The new auditor will need time to acquire 
sufficient in-depth understanding of the company, and in the 
meantime, audit quality may suffer.  

‘(Rotation after a short tenure) causes 
great indigestion for the management… 
it probably then takes the auditors two to 
three years to really get up to speed, and 
then that’s halfway in the audit life-span 
already.’  
Mr Daniel Ee

The current practice of rotating audit partners for public entities 
was seen as sufficient by most of the directors.  

‘We can always address (the independence 
concern) by rotating partners.  I think that is 
a good enough mechanism to ensure that the 
partner does not become too cosy or jaded 
with all the issues.’  
Mr Daniel Ee

enhAncIng the VAlue of AudIt – boARd dIRectoRs’ PeRsPectIVe 
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Roundtable discussion

‘I know of cases where the new partner 
disagreed with what was done before … 
They referred to (an internal) committee 
to review the delicate situation and in the 
end agreed with the new partner and the 
firm took a stance. I think it is vital that the 
auditor should be knowledgeable firstly. 
Secondly, they should be tough enough to 
stand up to their fellow partners.’
Mr Quek Shi Kui      

The directors appreciate that it is important to continuously 
evaluate the quality of auditors.  Some suggested putting in place 
mandatory tendering process to screen for the best candidate for 
the audit on a regular basis.  The incumbent auditor will be invited 
to put up their proposal as well.  The board, in this case led by the 
Audit Committee, will then proceed to choose the most appropriate 
candidate based on their demonstrated experience, global or 
regional reach and proposed audit strategy.  If there is a mandatory 
rotation however, even if the board believes the incumbent auditor 
is the best ‘fit’, they will not be able to continue using them.

‘(Imposing mandatory rotation of auditors is) 
taking the decision off the board… if the AC 
feels that an auditor is not doing the job, they 
will change it, because otherwise, they will be 
exposing themselves.’
Mr Ng Boon Yew

PAYIng foR QuAlItY

A few directors probed the issue further and questioned if the 
concern with audit quality lies in the lack of independence and 
objectivity in the first place.  It was contended that in Singapore, 
for example, the concern is with how auditors are not able to 
allocate and spend sufficient time to fully comprehend the audit 
issues and address them properly.

‘The last thing an auditor wants is to sign 
off on a set of accounts they know is wrong.  
The issue arises when the auditors do not 
have enough time to know that there is 
something wrong and to look further.’  
Mr Henry Tan

The directors assured during the roundtable that boards are aware 
of the importance to differentiate auditors based on quality rather 
than price, that they are not out to seek the lowest possible fees, 
but relevant experience, a good-fit and demonstrable values from 
the auditors. 

‘Having had the opportunity to speak 
with directors from Australia, Hong Kong, 
Europe and the US, I believe that the fees 
in Singapore are generally too low.  If you 
expect (the auditors) to deliver quality 
service, you have got to be prepared to pay, 
and this is where the AC (should step in) to 
encourage a more meaningful and realistic 
fee to commensurate with quality services.’
Mr Quek Shi Kui
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‘You get what you pay for.  If you are going to squeeze 
the audit firms further, you are going to get shoddy audits 
because there is simply not enough time for that auditor to 
spend looking at the overview, too busy and too concerned 
with getting into the details… It comes down to making sure 
you select the right auditor at the right price which allows 
them to do the right job.’
Ms Abigail Cheadle



Roundtable discussion

‘If we feel that the auditors have really given 
us very value adding services, we are more 
willing when they ask for a fee increase.’
Ms Constance Koh

The auditors themselves should not try to 
undercut.  In a recent experience, one of the 
audit firms proposed a fee for internal audit 
work that was half the fee quoted by the rest of 
the firms.  The audit committee questioned the 
motive behind the firm wanting the assignment 
because it was not possible to do the job at 
that cost.  They may have an ulterior motive 
to get one foot in the door.  It comes down to 
ethics that the firms need to display.
Ms Yvonne Goh

non-AudIt seRVIces

Part of an audit firm’s value-proposition comes from its pool of 
talents with a multitude of expertise distributed among the various 
divisions.  The directors viewed auditors not only as financial 
professionals but also specialists in other related areas and were 
keen to be able to draw on their knowledge and skills when faced 
with future complexities of new businesses.  

‘It is actually a multitude of communications and 
skill sets that you need in order to provide the 
answer.’
Ms Abigail Cheadle

In this context, some of the directors raised concerns about another 

proposal put up by the European Commission to distil the bigger 

audit firms into ‘pure audit’ outfits.  The external auditor’s ability 

to provide non-audit services to their audit client has already been 

considerably restricted post-Enron and is more than sufficient, in 

the directors’ view, to address any independence concerns.  The 
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directors argued that ‘pure audit’ firms, if created, may lack the 

diverse skill sets needed to fully understand and address the issues 

associated with complex businesses today, and to conduct the audit 

in a comprehensive manner.   

‘I would be pretty concerned if it is a very 
narrowly-based audit firm… I’m very concerned 
that whatever happens in Europe starts to 
spread to the rest of the world, and if we don’t 
follow, we would be seen to be falling behind 
international practices… ideally, we would 
prefer the auditor to be able to provide us with 
services in terms of risk management, tax, and 
whatever related areas.  This will give us the 
comfort that our external auditors have a good 
grasp of all the issues and are able to conduct 
the audit in a very comprehensive way.’ 
Mr Daniel Ee

Some of the directors also expressed concerns that stripping other 
service lines from audit firms may have an adverse impact on the 
firms’ effectiveness in training their staffs and their ability to attract 
and retain talent, which will have a direct impact on audit quality as 
well. 

‘From the client’s perspective, it is definitely 
more attractive to be dealing with one firm… 
from the staff’s point of view, it definitely will 
be more interesting than just working with 
a firm where, you are stuck doing audit and 
nothing else.’
Ms Yvonne Goh

‘… by the Big Four being more than just audit, 
they actually provide training and attract 
talent.’
Ms Abigail Cheadle



Roundtable discussion
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AudItoRs’ lIAbIlItY

One topic that was broached at the roundtables was auditors’ 
liability.  Generally, the directors see the external auditors as 
knowledgeable and trustworthy business advisors given their 
privileged access to businesses and boardrooms in different 
industries.  They however found it a challenge to draw on the 
expertise of the auditors because auditors are perceived to be 
withdrawn and cautious about sharing information.

‘I think the intimacy (between the auditors and 
management) is lost because there is so much 
focus on checking the boxes… making sure 
liabilities are all taken care of… so the point 
about understanding the business is lost.’
Mr Amos Leong

The dilemma of auditors is when the 
responsibility for that liability is so out 
of proportion to the fees that they earn, 
that there is a natural (inclination) towards 
mitigating their risk… if you take away that 
threat, I think the auditors have a lot of 
information that they gathered through the 
process of audit which they want to share.
Mr Yeoh Oon Jin

Some directors questioned the need and desirability of capping 
auditors’ liability, especially on its perceived impact on the level of 
care that auditors will put into their work.

‘If there is indeed collusion where top 
management are out to deceive and 
misrepresent to the auditors, then auditors 
should not be concerned that they be found 
liable for any such wrongdoings. I have 
always believed in substance over form, but 
nowadays, auditors seem more concerned with 
the form… and an audit has assumed more 
of a checklist approach. The perception is ‘if 
I comply with the rules, I would not be held 
to be negligent’. When the auditors are so 
paranoid with exposure to liability, we have a 
problem. The able and good people may no 
longer want to get into the profession because 
they are fearful.
 
With respect to liability caps, an auditor may 
think:  Okay, let me look at the business risks. 
If I don’t do a good job at a fee of $10,000, 
and if my liability is capped at, say, 3 times 
of the fee charged, I compensate $30,000 
if anything goes wrong – no big deal!  I can 
probably shut both eyes, take the risk and sign 
off!’
Mr Ng Boon Yew

‘In 1999, 2000, I found auditors willing to almost get fully 
involved, engaging the board and management, telling them 
where the issues were, working together with them to resolve 
the problems.  Then as a result of the increased corporate 
frauds and scandals, the auditors start to ‘ring-fence’ their role 
so much that board members felt unable to have the same full 
confidence in them like before.’
Mr Daniel Ee
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I am not sure more regulation is actually 
going to (improve audit quality).  What’s really 
important is understanding the risk in the 
entity: what may be terminal to the business 
that is going to cause the investors to lose 
their money.  
Ms Abigail Cheadle

Are we not targeting the gun at the wrong 
people?  Stringent regulations are usually 
triggered by severe wrong-doings by a few.  
Perhaps the authority should look at both the 
civil and criminal penalty regime for those 
out to commit white collar crime so that the 
deterrence is higher… and we can do away 
with all these special checks and stringent 
audit regulations.
Mr Kelvin Tan

The audit profession was urged to proactively seek self-
improvement and not stay stagnant or complacent.

‘So far the changes we have seen since the 
Enron days have been put in place by the 
regulators (who may) overact, hence giving 
us the SOX issues, and all these European 
recommendations on compulsory rotations and 
breaking up the Big Four firms.  I would like 
to see the audit profession, especially the Big 
Four, taking the lead and changing from within 
to improve the quality and reliability and the 
value of audit to directors.’  
Mr Sovann Giang
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Other directors supported the idea of allowing a liability cap or 
removing the joint and several liability regime for auditors, with the 
exception of fraudulent situations, such that they are more aligned 
to the auditors’ responsibilities.  The UK model was mentioned, 
whereby auditors are allowed to negotiate with the shareholders 
to contractually limit their liability.  However it was also noted that 
the option to limit liability was seldom evoked due to shareholders’ 
unwillingness to forgo their suing rights, which led some directors 
to call for a more regulated regime for auditors’ liability.

I am all for auditors having reasonable limits 
to their liability… Singapore is definitely 
becoming a more litigious society.  I don’t 
think we can say ‘cap liability’ and then leave it 
to the industry to agree on the cap, I think we 
probably have to regulate it a bit more.
Mr Adrian Chan

I accept that we probably can have a cap 
on auditors’ liability but there must be 
exceptions.  Because if there is a fraud (and 
the auditor is personally involved) there is no 
question of capping the liabilities.  The auditor 
must bear the full brunt.  
Mr Kenneth Chew

PRofessIon to InItIAte ImPRoVements  

Mandatory rotation of auditors and establishment of ‘pure audit’ 
outfits are examples of regulatory actions that are being deliberated 
in other jurisdictions.  During the roundtables, the directors 
expressed their general views on increasing regulations in other 
jurisdictions.

More regulations do not promote the right 
values.  They create fear, liabilities avoidance.  
Transparency and a lot of right values are lost.
Mr Amos Leong
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Roundtable discussion

Independent directors at the roundtable acknowledged the 
importance of their role in balancing the power in boards controlled 
by such company chiefs.  In the context of facilitating the work and 
opinion of the independent external auditors, apart from ensuring 
a sound system of risk management and internal control in the 
companies, the independent directors’ roles include ensuring the 
auditors’ free access to all necessary information, and helping resist 
any unreasonable downward pressure on fees.  

‘When I sit on a board as an Audit Committee 
chairman, I will make it clear to the founder 
owner that if he insists on doing things his way, 
I will not continue to be the AC chairman… 
The companies that get into trouble are usually 
the ones that are least willing to pay because 
when they start stinging on everything, the 
cut-corner mentality cascades down to the 
management.’ 
Mr Henry Tan

‘AC got to play a role in being tougher with 
the owners in a non-aggressive way. The AC’s 
frank and valuable support to the Board will 
eventually win over those owners who may 
have a strong desire to pass on what they have 
built up to their children.’
Mr Quek Shi Kui

exPAndIng delIVeRAbles fRom An AudIt

While the directors agreed it is timely to consider how 
communications from auditors may be enhanced and deliverables 
from an audit can be expanded, there were diverse views around 
how such expansion may be achieved.

In terms of enhancing communication to the Audit Committee and 
the board in general, a variety of suggestions were made, including 
an informal assessment of the finance team’s competency; 
assessment of different risks that the organisation is facing; the 
overall control environment and tone at the top; insights into the 
systems of internal control; observations relating to the business 
model, the group’s overseas operations; and any unusual practices 
that management may be engaging in.  

‘We should maybe move away from 
boiler-plate statements to look at more 
subjective statements, more statements 
dealing with the business.’
Mr Adrian Chan

foundeR chAIRmAn ceo

In the course of discussing unique challenges auditors and 
independent directors in Singapore face, a point was made about 
the prevalence of dominating founder/chairman/CEOs in Singapore 
and the region.  

’Shareholders’ meetings last 15 minutes today 
because… the substantial majority takes it all 
the way through, and obviously, to the smaller 
shareholders, it’s always a question of: Did the 
directors do enough? Is the scope of the audit 
transparent enough?’
Mr Nicholas Tan

‘If you have a founding member who has a big 
skin in the company, why is he motivated to be 
transparent… especially if there are areas that 
are risky, that have impairment issues?’
Mr Amos Leong

‘Usually in the case of a founder chairman who 
runs the business, he may not be very eager to 
look into areas of risk management and paying 
for these.’
Mr Basil Chan

‘A founder shareholder who is a decent guy, 
who runs his business well, probably thinks 
that he is already running the business with as 
many controls as he considers necessary, and it 
will not be necessary to pay another $100,000 
to a bunch of outsiders who will never know 
about the business as much as he does.  But 
from an independent director’s perspective, 
we wonder how we can get comfort that the 
business risks are being managed properly 
so there will be a challenge in this kind of 
situation.’
Mr Daniel Ee

The recent revision in the SGX listing rules and the Code of 
Corporate Governance explicitly requires boards to be more 
involved in risk management.  Participants pointed out that this 
has actually helped persuade some founder chairman CEO to share 
more and to commission some external help.  
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The directors also discussed the potential of expanding the 
auditors’ communication to the wider audience, especially the 
shareholders.  From the directors’ perspectives, one piece of 
valuable information they have been receiving from the auditors is 
the annual round-up of key audit challenges and findings, as well 
as recommendations on areas where operational efficiencies may 
be achieved and where internal controls may be strengthened.

‘I frankly find (the auditors’ recommendations) 
a very useful outcome of the audit process 
because you lay down the areas of concerns 
and the views of the management, auditors, 
reflects some industry practices so the 
directors can take a view on (how to address 
the issues highlighted)…. Maybe at some 
point, some form of disclosure can be made 
available (to the shareholders).’
Mr Kelvin Tan

Other directors, however, were concerned about the potential 
adverse impact that may result from extending current 
communications between the auditors and those charged 
with governance to the wider audience, if the recipients of the 
information are not able to appreciate the information in its proper 
context.

‘Imagine having to make the auditors’ Salient 
Features Memorandum available to the 
shareholders who may not have the context of 
the information (and) may be unduly alarmed.  
Such misunderstanding will not do the 
company any good.’
Mr Daniel Ee

‘(I foresee that) a lot of energy will be spent 
phrasing, managing information.  The meetings 
will be spent packaging the information so 
that there will not be any negative reactions 
from the shareholders... As it is, there isn’t 
enough time for the AC and the board to focus 
on the things that are critical to the long-term 
success of the business.’
Mr Amos Leong

Another option considered was widening the use of ‘Emphasis of 
Matter’ii (EOM) paragraph in the audit report, which is currently 
limited to matters that do not affect the auditor’s opinion but ‘is of 
such importance that it is fundamental to users’ understanding of 
the financial statements’.  Given its objective, it is not commonly 
included as the auditing standard contends ‘widespread use of 
Emphasis of Matter paragraphs diminishes the effectiveness of the 
auditor’s communication of such matters’.

Some of the directors felt however that it may be appropriate to 
‘desensitise’ users to EOM and use the added paragraph as an 
avenue for auditors to draw attention to important content within 
the financial statements.

‘I think all parties concerned should be more 
willing to accept (EOM paragraphs). Currently 
some management may object to that. But 
(EOM when clearly crafted can be) quite useful 
to the stakeholders.’
Mr Quek Shi Kui

Other directors took the view that the companies should be 
expanding their external communication instead of leaving the task 
to the auditors.  

‘If the auditors give a clean opinion… there 
is no need to disclose more than is necessary.  
Management, in the name of transparency, 
should explain a lot more through their MD&A.  
‘The less we say, the better’ many boards say.  
In the same way some suggest accepting more 
EOMs, perhaps management should look at 
more comprehensive and extensive MD&A.’
Ms Yvonne Goh



Conclusion

It was clear from the roundtables that directors value the 
alliance with auditors and draw comfort from the work that they 
conduct.  To the directors, the worth of an audit goes beyond 
the audit report, which is typically scanned for exceptions rather 
than for other informative content.  Independent directors, in 
particular, appreciate how having a knowledgeable, inquisitive and 
independent party combing through the financials and operations 
of the company introduces and reinforces disciplines and desirable 
practices.

At the same time, the independent directors acknowledged 
the need for them to enhance the efficiency and effectiveness 
of the auditors’ work by keeping an open and regular two-way 
communication channel with them.  Auditors encountering any 
hurdles or coming across any abnormity in their work should be 
able to get prompt access to the independent directors to air their 
concerns and agree on an appropriate step forward. 

The directors have expressed a desire for auditors to provide 
them with some form of assurance over the system of internal 
controls in the company, the rigor of the risk management policy 
and approach, and other more subjective business matters.  With 
increased enhanced responsibilities over risk management being 
placed on the shoulders of directors in Singapore, the demand for 
such less traditional support from auditors has built up.  

The corporate reporting world is simultaneously evolving.  Financial 
reports are already criticised for being overly complex and look 
poised to become even less accessible to lay users. There is now 
greater focus on sustainability and the concept of integrated 
reporting has been introduced recently. There is also a slow 
gravitation towards more reliable real-time reporting to meet 
increasingly sophisticated stakeholders’ needs.  Each of these 
developments will undoubtedly benefit from an accompanying 
stamp of endorsement by the independent professional auditor, but 
the nature of matters to be subjected to an audit also means that 
the audit methodology and approach will need to evolve from the 
present conventions.

Faced with these increased demands, auditors should of course 
not adopt a wait-and-see attitude.  As some of the directors at 
the roundtable urged, the audit industry should initiate change 
from within, push for innovation and enhanced value.  While the 
directors expressed clear positive perceptions on what an audit 
brings to the business ecosystem, auditors need to proactively raise 

their games or risk being commoditised where only the lowest-
cost players reign.  The directors, on their part, affirmed their 
commitment to differentiate auditors based on value and quality 
rather than price, and in fact, conveyed their intolerance against 
unethical low-balling practices they have occasionally observed.
In terms of auditors’ communication, the directors are seeking more 
subjective statements from them including informal assessments 
of the finance team’s competency and the different risks that the 
organisation is facing, observations relating to the business model, 
and so on.  Auditors can take the initiative to find out what is of 
interest to the board, especially the independent directors, and 
agree on the information that can be communicated, as well as the 
structure and timing of communication.

There was no clear consensus from the roundtable on how auditors’ 
communications to external stakeholders such as investors should 
evolve.  Ultimately though, the real reform to audit reporting 
arises from changes in standards.  The International Auditing and 
Assurance Standards Board (IAASB) has just issued an ‘Invitation 
to Comment’ on auditor reporting as the next stage of its year-long 
consultation with stakeholders.  Most of the recommendations, 
including an explicit statement on the appropriateness of the going 
concern assumptions; highlighting of any inconsistencies between 
the financial statements and other corporate information and more 
prominent placing of audit opinion, are slight refinements to current 
practice and are hard to fault.  What is the most ground-breaking 
and correspondingly, the most contentious, is one that suggests 
inclusion of an ‘Auditor Commentary’ in the audit report, which 
‘highlight(s) matters that are, in the auditor’s judgement, likely to 
be most important to users’ understanding of the audited financial 
statements, or the audit’.  There will be debates over the finer 
points to this suggestion, but hopefully the profession can really 
step up to the plate on this and not be hindered by any liability 
woes.  Investors ultimately pay for the audit and deserve to know 
more about the judgements involved.   

The role of audit can potentially be so much more.  The reform 
agenda is an urgent one and requires close coordinated exchanges 
of views between all stakeholders.  What will hopefully come 
through from all these discussions over the world is a clarified 
view of what an audit is and a realistic expectation of what it 
can achieve, so that its potential and relevance to stakeholders 
including investors and directors can be fully realised.
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mr kelvin tan
Viking Offshore & Marine ltd
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i Examples of recent revision to regulations and corporate governance guidelines are:
• Revised Singapore Code of Corporate Governance (May 2012): paragraph 11.3 requires Board to ‘comment on adequacy and effectiveness of   
 company’s risk management systems and internal controls… in the company’s Annual Report’ and commentary should ‘include sufficient information  
 needed by stakeholders to make an informed assessment’.  
 (http://www.mas.gov.sg/news_room/press_releases/2012/MAS_Issues_Revised_Code_of_CG.html) 
• Changes to SGX Listing Rules (http://rulebook.sgx.com/net_file_store/new_rulebooks/s/g/SGX_Mainboard_rules_September_29_2011.pdf):
 o Under rule 610(7), companies going for listing are required to ‘give a description of the processes and procedures put in place to mitigate the  
  risks in relation to the appointment of legal representatives for principle overseas subsidiaries and an opinion by the board on the adequacy of these  
  processes and procedures’; 
 o Rule 1207(10) requires board to give an option, with the concurrence of the audit committee, on the adequacy of the internal controls addressing  
  financial operational and compliance risks controls, addressing financial, operational and compliance risks

ii Singapore Standard on Auditing (SSA) 706 ‘Emphasis of Matter Paragraphs and Other Matter Paragraphs in the Independent Auditor’s Report’ ICPAS 
paragraph 5(a) and paragraph A2.

As defined in SSA 706: ‘A paragraph included in the auditor’s report that refers to a matter appropriately presented or disclosed in the financial statements 
that, in the auditor’s judgment, is of such importance that it is fundamental to users’ understanding of the financial statements.’
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