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THE LONG ARM OF REGULATION
The Monetary Authority of Singapore recently made a 
significant move to join other major financial centres to 
clamp down on bank liquidity. It announced that banks 
would need to comply with more stringent multi-currency 
liquidity requirements, known as the liquidity capital ratio, 
if they are deemed to have a ‘significant retail presence’.

The latest MAS regulation is in line with similar steps 
taken globally following the 2008 global financial crisis and 

the systemic risk caused by major bank failures. Singapore has long taken a prudent 
and conservative approach to managing systemic risks; this signals a further aim to 
implement measures as part of  the Basel III reform package.

Our feature on page 16 looks at the wide-ranging implications the tighter 
regulatory requirement could have on Singapore’s financial services landscape. 
Experts believe the overall impact will be quite muted, as banks typically hold 
liquid assets in the same currency as their deposits as part of  internal liquidity risk 
management. The move may also have a significant impact on the banking sector, 
with some organisations taking the strategic decision to accelerate and boost the 
level of  ‘subsidiarisation’ of  their local activities, and others concluding that the cost 
of  maintaining a competitive presence in Singapore might not be worth the game. 

The longer-term outlook seems more opaque. There are growing concerns, as 
in the US and UK, that the collective impact of  reforms brought about by Basel 
III could come at a high cost, and reach the point where the fundamental banking 
business model breaks and shadow banking takes the lead. For Singapore, the 
degree of  change in the regulatory environment is unprecedented, and it remains 
unclear whether it leads to unintended consequences to the financial services sector.  

Meanwhile, on page 12, Sanjeev Agrawal, CFO of  Standard Chartered Bank, 
Singapore and ASEAN, advocates stepping out of  one’s comfort zone, and explains 
why taking a risk on people can reap rewards.

Sumathi Bala, Singapore editor, abeditor@accaglobal.com
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▼ final accounts

Gone Girl actor Ben Affleck is set to star in The 
Accountant, a film about a financial professional 

▲ Pollution REtRiBution
Shanghai has hiked polluter fines to combat high smog levels 
and enhance the city’s attractiveness for foreign talent
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▲ vroom to grow
International motorbike makers are eyeing up the potential of South-East Asia, the world’s biggest 
motorbike market after India and China, as machines with bigger engines grow in popularity

▲ tremors spread
The protests in Hong Kong have taken a toll on 
the city’s retail and tourism sectors

◄ smoke choke
ASEAN countries are 
looking to control tobacco 
consumption with higher 
taxes and by setting up 
health promotion agencies
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IMF ENDORSES GST
The International Monetary 
Fund has given the thumbs 
up to Malaysia’s impending 
Goods and Services Tax 
(GST) as part of  ongoing 
fiscal reform to broaden the 
tax base. Speaking at an 
international seminar, IMF 
fiscal affairs department 
adviser Kiyoshi Nakayama 
said that this shift of  
revenue source was a crucial 
policy direction to maintain 
Malaysia’s long-term fiscal 
sustainability. He said the 
‘growth-friendly tax’ was 
less distortive for economic 
growth compared with 
income tax.  

AWARD FOR DRUCKMAN 
International Integrated 
Reporting Council CEO Paul 
Druckman has been voted 
‘Personality of  the Year’ for 
2014 at the International 
Accounting Bulletin’s annual 

CRS READINESS PLEDGE
The Hong Kong government 
has pledged to support 
the Common Reporting 
Standard for Automatic 
Exchange of  Financial 
Account Information in Tax 
Matters (CRS), issued by 
the OECD in July, joining 
more than 40 countries, 
including China, which have 
signalled their commitment. 
PwC recommends that 
financial institutions should 
assess whether their existing 
compliance and information 
systems are flexible enough 
to accommodate the 
additional reporting and 
due diligence obligations. 
For taxpayers in general, 
the boosted international 
transparency under the 
CRS will serve as another 
deterrent to the use of  
offshore accounts, by both 
individuals and entities, to 
avoid domestic tax liabilities.

global industry awards. 
Druckman said: ‘I am proud 
of  the achievement of  the 
International IR Framework 
and its contribution to 
financial stability and 
sustainable development, 
and am thrilled that the 
IIRC’s work has been 
recognised in this way.’

IMPACT ON EUROPE’
The OECD’s Base Erosion 
and Profit Shifting Action 
Plan is already leading to 
changes in European tax 
law, according to a study 
by KPMG International. The 
UK is leading the way as 
the first of  44 countries to 
formally commit to using the 
OECD’s template, says the 
report, The View in Europe. 
KPMG predicts European 
countries will also address 
issues of  double non-
taxation, transfer pricing 
and the use of  hybrid 

corporate structures for tax 
avoidance purposes.

TAKING AIM AT BANKS 
Former Goldman Sachs 
co-chairman Alastair Walton 
has warned that Australia 
faces a ‘day of  reckoning’ 
when the next financial 
crisis strikes due to the 
might of  its Big Four banks: 
Commonwealth, Westpac, 
NAB and ANZ. In a lecture 
reported by Melbourne’s Age 
newspaper, Walton urged 
policymakers to consider 
breaking up the oligopoly in 
order to boost competition 
and improve stability. ‘Given 
the inevitability of  future 
shocks to the global financial 
system, unless something is 
done to significantly change 
the current structure of  the 
Australian financial system, 
there will come a day of  
reckoning as has happened in 
the United Kingdom,’ he said. 

News round-up
Hong Kong prepares to embrace CRS, corporate governance in Asia Pacifi c falls 
behind, OECD backs international tax reform, and integrated reporting gains ground
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SUKUK DEBUT 
Hong Kong has made 
its debut in the Islamic 
financing world, pricing a 
US$1bn five-year sukuk at 
the tightest spread for a 
US dollar benchmark bond 
offering from a government 
in Asia, excluding Japan. 
The deal set a benchmark 
for Hong Kong and Asia and 
is expected to draw more 
sukuk issuance to the city. It 
also marks the world’s first 
USD-denominated sukuk 
originated by a AAA-rated 
government. The sukuk was 
allocated to more than 120 
global institutional investors, 
with 36% distributed to 
the Middle East, 47% to 
Asia, 6% to Europe and 
11% to the US. By investor 
type, 11% was distributed 
to fund managers, 56% to 
banks and private banks, 
30% to sovereign wealth 
funds, central banks and 
supranationals, and 3% to 
insurance companies. 

GOVERNANCE SLIPS 
Overall across Asia Pacific, 
corporate governance 
ratings have slipped again 
according to the latest 

CLSA Corporate Governance 
Watch, undertaken in 
collaboration with the Asian 
Corporate Governance 
Association. Ex-Australia, 
ratings on the two top 
markets, Singapore and 
Hong Kong, lost ground 
due to internal conflicts of  
interest, weak leadership 
and opposition to reform, 
the report found. Japan 
has leapt to third position, 
and Malaysia, Taiwan and 
India have also moved 
up, but Indonesia and 
the Philippines remain at 
bottom. Amar Gill, CLSA’s 
head of  Asian research, says 
that political reforms – such 
as Beijing’s war on pollution 
– underscore that it is no 
longer ‘business as usual’ 
in Asia.

TAX REFORM PLANNED 
Plans to reform Thailand’s 
tax system, including the 
introduction of  inheritance 
and property taxes, have 
been approved by the chief  
of  the military-led National 
Council for Peace and Order, 
General Prayuth Chan-ocha. 
The proposed reforms 
would raise revenue by 

increasing taxes primarily 
on the wealthy. Thailand’s 
Ministry of  Finance has 
said that Chan-ocha wants 
the new tax system ‘to be a 
mechanism for fairness and 
income generation for local 
communities’. Estimates 
project the new taxes 
could generate as much as 
US$3.1bn. The inheritance 
tax will reportedly levy 
taxes of  5% to 30% on all 
domestic assets passed 
down to heirs, such as real 
estate, automobiles, stocks 
and bonds. Certain assets 
can be moved or already 
exist overseas, however, 
raising concerns over 
potential loopholes.  

TIME FOR OVERHAUL  
The Organisation for 
Economic Cooperation and 
Development has released 
its recommendations on 
the biggest changes to 
international tax rules in 
more than a century. The 
goal is to create a single 
set of  international tax 
rules to end the erosion of  
tax bases and the artificial 
shifting of  profits to 
jurisdictions to avoid paying 

tax. Secretary-general Angel 
Gurría said that the G20 
had identified base erosion 
and profit shifting as a 
serious risk to tax revenues, 
sovereignty and fair tax 
systems worldwide. ‘Our 
recommendations constitute 
the building blocks for an 
internationally agreed and 
co-ordinated response to 
corporate tax planning 
strategies that exploit the 
gaps and loopholes of  the 
current system to artificially 
shift profits to locations 
where they are subject 
to more favourable tax 
treatment,’ he said. 

RECORD REVENUES 
Deloitte has posted record 
revenues of  US$34.2bn 
globally for the fiscal year 
ending 31 May, marking 
its fifth consecutive year of  
growth. Accelerated demand 
for its range of  services was 
observed in all regions of  
the world. The organisation’s 
aggregate revenues represent 
growth of  6.5% in local 
currency, or 5.7% in US 
dollars. Growth was led 
by consulting (up 10.3%), 
followed by tax and »

CHINA TOPS IPOS 
Alibaba’s initial public 
offering, which floated 
on the New York Stock 
Exchange in September, 
was the largest ever 
globally, raising a record 
US$25bn. 

The e-commerce 
giant’s flotation means 
that Greater China 
holds the top four 
spots in the IPO league 
table, according to 
figures released by EY. 
Agricultural Bank of  
China now takes second 
position, followed 
by Industrial and 
Commercial Bank of  
China and Hong Kong’s 
AIA Group. 
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RUMOURS QUASHED 
BDO Hong Kong has 
refuted speculation that it 
is in a merger discussion 
with BDO China. In a 
statement, it said that 
under the current legal and 
regulatory environment 
between mainland China 
and Hong Kong, and due 
to different firm cultures, 
both agreed that a merger 
will not be realised in the 
short term. ‘However, BDO 
Hong Kong confirms that 
it has been in discussion 
with BDO China since last 
year for closer cooperation 
with the aim of  providing 
exceptional service to 
clients which operate in 
both jurisdictions.’ 

PAYMENTS A PRIORITY 
Over half  (56%) of  
treasurers polled in Asia 
have said that optimising 
existing payment processes 
is their top priority. ‘As Asia 
has a diverse financial sector 
with dynamic emerging 
markets, handling payments 
is far more complex than 
in Europe or the Americas,’ 
said Tony Singleton, 
managing director Asia 
Pacific at Reval, a provider 
of  treasury and risk 
management software, 
which conducted the poll. 
Only 9% of  the treasuries 
polled have fully automated 
payment workflows and 

legal (7.7%). Financial 
advisory and enterprise risk 
services also experienced 
strong growth (6.8% and 
4.2% respectively), while 
audit gained 2.5%. 

Meanwhile, EY announced 
combined global revenues of  
US$27.4bn for its financial 
year ended 30 June 2014 – 
a 6.8% increase over FY13 
in local-currency terms. 
Revenues grew 6% in US 
dollar terms. All EY’s service 
lines continued to grow in 
FY14: advisory by 14.4%; 
transaction advisory services 
6.5%; assurance 4.5%; and 
tax 4.3%.

CONFIDENCE DIPS 
China business sentiment 
hit a five-month low in 
September in what one 
analyst called a ‘reality 
check’ for the world’s 
second biggest economy. 
The dip followed an eight-
month high in August, 
and was attributed to the 
waning impact of  stimulus 
measures and companies 
reassessing their outlook. A 
decline in confidence among 
manufacturers was attributed 
as the precipitator. ‘[In 
September], firms seemingly 
underwent a reality check 
with sentiment falling to 
the lowest since April,’ 
said Philip Uglow, chief  
economist at MNI Indicators, 
which produced the data. 

straight-through processing 
to multiple banks, and 
26% are still handling 
payments manually 
using spreadsheets. 

IR ADVANCES
PwC analysis has found 
that the annual reports 
of  many companies in 
Singapore already have 
some components required 
by the Integrated Reporting 
Framework – such as 
information about strategy, 
business model and risks – 
but they would need to link 
these elements better to 
holistically communicate a 
more relevant value creation 
story to stakeholders. The 
analysis, the first of  its kind 
in Singapore, surveyed the 
30 companies on the Straits 
Times Index (STI).  

AP CLIMBS CGI RANKS
Singapore ranks second 
in the World Economic 
Forum’s latest Global 
Competitiveness Index 
(GCI), behind Switzerland, 
which tops the ranking for 
the fifth year running. Hong 
Kong moved up two places 
from ninth to seventh, while 
Japan, now ninth, is closing 
the gap on the world’s most 
competitive economies. The 
US is ranked fifth and the 
UK 10th. Of  the five BRICS, 
China leads in 29th place, 
followed by South Africa 

(53rd), Brazil (56th), India 
(60th) and Russia (64th). 

BAKER TILLY EXPANDS
Expanding its reach to 
Sabah, Baker Tilly in 
Malaysia has added Chang 
& Associates to its network. 
The newly renamed firm, 
Baker Tilly CKF, brings the 
total number of  offices in 
Malaysia to eight, with an 
additional office in Phnom 
Penh, Cambodia. A new 
firm has been added in 
Canada, with Collins Barrow 
Victoria joining Baker Tilly’s 
expanding network of  25 
independent member firms 
across Canada. 

OUTWARD BOUND
Malaysia needs around 
60,000 accountants to 
become a developed nation 
by 2020, but it is competing 
hard with other countries to 
fill the global demand for 
accountants, the Financial 
Times reported. Noting that 
Malaysia’s TalentCorp had 
taken part in London-based 
career fairs to lure local 
accountants back home, 
the report also alluded 
to initiatives from other 
countries, such as China, 
the UK and Uganda, which 
are vying to fill their skills 
shortages. ■

Compiled by Peta 
Tomlinson, journalist

OPERATION SNAKE A SUCCESS
A major joint customs operation coordinated by the European Anti-Fraud Office 
(OLAF) and China’s Anti-Smuggling Bureau prevented the loss of more than €80m 
(US$103.7m) in customs duties between February and March 2014. It was the first time 
such an operation involved Chinese customs officials. 

Over a one-month period, Operation SNAKE detected 1,500 containers where the 
declared customs value was heavily undervalued. This included false descriptions 
of  goods, false weights and quantities, and counterfeit goods. In addition, customs 
authorities identified several so-called missing traders and non-existent importers, 
triggering criminal and administrative investigations in several countries.

Algirdas Šemeta, commissioner responsible for customs and anti-fraud, said that 
the operation reinforces the benefits of  joining forces at global level to fight a common 
threat. ‘The undervaluation of  imported goods is an endemic problem worldwide, 
affecting not only EU customs, but also those of  other countries, including China.’
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take a chance
For Standard Chartered Bank’s Sanjeev Agrawal, the willingness of others to take a  
risk on him progressed his career – a philosophy he has taken forward with others

changes. For example, the Singapore government’s 
property cooling measures, enhancements to credit rules 
and the recent Personal Data Protection Act have all had 
an impact on lending and sales, while the historical low 
volatility of  markets and reduced liquidity have resulted 
in challenging trading conditions affecting the banks’ 
financial markets business.

Another challenge for Agrawal as a CFO is the constant 
information overload. ‘While a lot of  information is very 
good, it can also be baggage if  you are not using it well, or 
letting more important information get lost in the overall 
flood. So it’s a key priority for a CFO to scan the landscape, 
ensuring that the information is captured and presented in 
the right way to help the CEO and the rest of  the business 
in decision making,’ he explains, noting that he has never 
worked so closely with his chief  risk officer as he does today.

‘I need to work with him on various scenarios to better 
anticipate the events and environment, to prepare and to 
respond in a robust fashion,’ Agrawal explains. ‘I want to 
make sure that we deal with challenges in a manner that 
keeps us on course to deliver our overall strategy.

‘As the world remains very uncertain, such as with 
developments in the Middle East and Ukraine, and talks of  
ending quantitative easing in the US, my priority for the »  

a 
young Indonesian accountant is persuaded to take 
a role abroad to gain international experience. A 
Singaporean business analyst based in Bangkok 
is advised to take an accounting role back home 

to broaden her skill set. These are examples of those who 
have moved to more senior positions thanks to Sanjeev 
Agrawal, CFO of Standard Chartered Bank, Singapore  
and ASEAN, reinforcing his belief that taking a risk on 
people can pay off.

‘To me, there is an essential element of  taking a risk with 
people that defines you as a leader,’ he explains. ‘I see it as 
an integral part of  leadership.’

Throughout his own career, plenty of  people have been 
willing to take a chances on Agrawal. Back in 1987 he had 
worked as a consultant at Price Waterhouse for a short 
period when he was offered an exciting opportunity at Tata 
Steel’s plant in Jamshedpur, Eastern India.

The accounts officer had to manage nearly 60 people – all 
much older than him and in a highly unionised atmosphere. 
‘It was not an obvious career move,’ he reflects. What swung 
it was the director’s belief  that Agrawal should move out 
of  his comfort zone. ‘I was really amazed he was willing to 
take a chance on me, but he told me: “I’m hiring people to 
drive change.” I realised he wanted some fresh thinking.’ 
The director also acted as a mentor. ‘I learned a lot about 
how to manage people. Many accountants are very good at 
technical skills, but they are not particularly trained in, and 
sometimes lack, people management and influencing skills.’

Today, Agrawal heads a finance team of  over 400 people 
throughout the ASEAn region, with a balance sheet in 
excess of  US$100bn and with Singapore the second largest 
contributor to the group’s income and profit. It has been 
a difficult year so far, with the group reporting first-half  
operating income down 5% to US$9.27bn compared with 
the same period in 2013, with profit before tax down 20% 
at US$3.27bn. Standard Chartered Singapore delivered 
income of  US$1.04bn and operating profit of  US$455m, 
announcing that the top- and bottom-line year-on-year 
growth had been impacted by muted global trade sentiment, 
regulatory changes, weak commodity prices and a 54% year-
on-year drop in own account income.

Rapid changes
Like many CFOs in the banking industry, Agrawal is 
facing very rapid and significant regulatory and other 

*‘Don’t stay in your comfort 
zone. Take some risks for yourself 
with your career, but also when 
managing other people. Somebody 

took a risk on me, but also mentored 
me and helped me, and that’s  
stayed with me.’

* ‘Keep learning, and don’t stay still. 
“What brought you here is not going 
to take you where you should go 
tomorrow. You may make mistakes but 
unless you try, you won’t go forward.’ 

* ‘Build a principles-based organisation. 
It’s about the long-term view, doing 
things the right way and building trust 
with shareholders and stakeholders.’
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next six months is to make sure we stay focused on the 
big themes that will have an impact on the market, on our 
balance sheet, on our liquidity and pricing, and ultimately 
on our customers and people,’ Agrawal adds.

People and stakeholder management remain at 
the forefront of  Agrawal’s concerns. ‘As you grow 
into senior leadership positions in an organisation, 
the ability to manage and lead stakeholders becomes 
more and more important, because it becomes about 
stakeholder management, and stakeholders are largely 
people,’ he argues.

Agrawal credits his seven-year stint at Tata as having 
prepared him well, teaching him the importance of  doing 
business in a sustainable way using defined values. 
After four years at the Jamshedpur plant, and having 
helped reorganise the team and processes there, Agrawal 
transferred to Tata’s head office in Mumbai where he 
moved away from sales accounting and started managing 
working capital, consolidating and closing the publicly 
listed company’s accounts. 

In 1993, as he felt ready to spread his wings into the 
banking sector, he joined Standard Chartered in Mumbai 
as a manager in the finance function. His experience as a 
corporate client helped him understand clients’ needs in 

ba
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us$9.27bn 
Worldwide revenues, first half 2014.

us$3.27bn
Worldwide profit before tax, first half 2014.

us$1.04bn
Income for first half 2014, Standard 
Chartered Singapore.

us$455m
Operating profit before tax for first half of 
2014, Standard Chartered Singapore.

us$100bn
Combined balance sheets in Singapore.

86,000
Number of employees worldwide.

7,300
Number of employees in Singapore.

2007
CFO, Singapore and ASeAN, 

Standard Chartered Bank.

2005
CFO, India and South Asia, Standard 

Chartered Bank.

2003
CFO and COO for India, Standard Chartered 
Bank.

2002
‘CFO of the Year’, M&A category, IMA India.

2000
CFO, India, Standard Chartered Bank.

1993
Joins Standard Chartered Bank, India, as a 
manager in the finance function.

1987
Deputy manager for finance, Tata Steel  
in India.

1985
Management consultant, Price Waterhouse.
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relation to the bank’s priorities and helped him quickly move 
up the corporate ladder.

‘Customer lens’
‘I was able to see propositions with the customer lens as 
well as the internal lens, bringing them together and helping 
them make a better decision,’ he recalls. ‘I guess my skills 
at problem solving and critical thinking were noticed and 
when the CFO role came up next, I got it. I was still quite 
young and there were a few eyebrows raised, but once again 
I found people willing to take a risk on me.’

Within a month of  his appointment, the bank announced 
plans to acquire Grindlays Bank in India – putting his brand-
new post in jeopardy. ‘Now we had two CFOs when there 
could only be space for one. It took a few months, with me 
not knowing if  I would get the top job or not,’ he recalls. In 
the end, not only did Agrawal get the job; he was also tasked 
with leading the integration of  the two banks, leading to his 
being named ‘CFO of  the year’ in the merger and acquisition 
category of  IMA India’s annual awards in 2002.

While Agrawal’s work philosophy is built on giving 
employees opportunities, he also acknowledges that 
mentoring is an important part of  the process. This should 
be achieved by spending time talking to the employee, 

helping them to identify their strengths and making career 
choices that play to those strengths. 

Known for ‘walking the floor’, Agrawal spends about 
20% of  his time on the road and among his employees. 
‘How do you stay in touch, and have a finger on the pulse, 
if  you stay in your office? If  your diary is driving you, you 
are not managing. You need to take the time, get the right 
team, delegate, reflect and talk to people.If  you do it in your 
office, there is mostly an agenda; you don’t get a natural 
conversation.’

Agrawal likens the role of  the CFO to the ‘conscience’ 
of  an organisation: ‘The way I see the CFO’s role is as 
one without boundaries,’ he says. ‘CFOs have a complete 
responsibility to make enquiries, as well as explore and 
assess the landscape. You should be asking all the relevant 
questions. I also see the role as one of  value protection and 
value addition, in that order. First, keeping the place safe – 
making sure it’s run on good fundamentals, liquidity is good, 
capital is good. And that’s where the conscience keeper 
comes in. There is huge competition and most managers are 
under pressure, so somebody has to keep that balance of  
thinking. The CFO has a role to play there.’ ■

Sonia Kolesnikov-Jessop, journalist
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liquid city-state
The Monetary Authority of Singapore’s new rules on liquidity capital ratio take risk 
management a step further. Could this change the city-state’s banking landscape?

and 125 commercial banks.
Banks that are not deemed domestically systemically 

important can choose to follow the new LCR regime or they 
can opt to stick with the existing liquidity rules encapsulated 
in the current minimum liquid assets (MLA) requirement, 
thus allowing them to contain compliance costs.

Prudent approach
The latest MAS move is in line with similar steps taken 
elsewhere following the global financial crisis and the 
systemic risk caused by major bank failures. Singapore 
has long taken a prudent and conservative approach to 
managing systemic risks, supported by commentary from 
ratings agency Fitch, which was quoted in a Reuters article 
in June saying that Singapore banks are well-positioned to 
meet the new requirements. 

Furthermore, says Fitch, with Singapore’s main retail 
banks expanding actively into Asia, higher levels of  liquidity 
coverage, especially for non-Singapore dollar-denominated 
liabilities, will help to curb potential sector imbalances.

Chris Matten, Asia Pacific financial services risk leader at 
PwC Singapore, says that the impact on foreign banks will 
depend on whether they are designated D-SIBs; MAS issued 
a consultation paper on the designation framework in June.

‘Those banks...will have to comply with the LCR in much 
the same way that local banks must,’ he says. ‘The other 
foreign banks will remain on the MLA regime – although 

they may elect to adopt the 
LCR – but a significant change 
is that these banks will have 
to include significant non-
Singapore dollar deposits 
under the revised MLA regime.’

Singapore banks’ liquidity 
coverage has been governed 
by existing risk rules for 
some time, with institutions 
complying with the MLA 
requirement to stock liquid 
assets as a percentage of  their 
Singapore dollar deposits. The 
new LCR, however, takes risk 
management a step further. 

‘LCR is a similar regime, 
although it is arguably a 

t
he announcement in June by the Monetary Authority 
of Singapore (MAS) that it was tightening banking 
risk management rules has met with a mixed 
reaction from professional services firms, with 

some saying that the impact will be limited and others 
suggesting it could reshape the financial services sector.

In June, MAS said that banks based and operating in 
Singapore would need to comply with more stringent multi-
currency liquidity requirements – known as the liquidity 
capital ratio (LCR) – if  they are deemed to have a ‘significant 
retail presence’, which translates as 3% or more of  resident 
customer deposits and 150,000 or more depositors with 
balances of  US$200,000 and over. This means that these 
banks will need to have sufficient Singapore dollar and other 
currency assets that can be sold easily and quickly to cover 
100% of  funding outflows over a 30-day period. 

Under this classification, Singapore’s three main 
domestic retail banks – DBS, OCBC and UOB – would 
be deemed domestically systemically important banks 
(D-SIBs), which means that they will need 100% Singapore 
dollar coverage from the beginning of  next year, while the 
risk buffer for other currency exposures will start at 60% in 
2015, increasing gradually to 100% by 2019. These rules 
will also apply to any other local or foreign banks that are 
categorised D-SIBs. Among the foreign-deposit-taking banks 
in Singapore are Citi and Standard Chartered. According to 
MAS figures, Singapore currently has five local, 120 foreign 

Entity All-currency LCR SGD LCR

Locally incorporated banks 60% with effect from   100% with effect
 1 January 2015 with a from 1 January 2015
 10% increase each year to
 100% by 1 January 2019

Foreign bank groups or 50% with effect from 100% with effect
branches designated as D-SIBs 1 January 2016 from 1 January 2016
as of  1 January 2016 

Source: EY

TiMeTAble for lCr AdopTion 
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more sophisticated approach as the percentage of  liquid 
assets that has to be held depends on the type of  deposit 
rather than a one-size-fits-all fixed percentage under the 
MLA regime. However, the proposed implementation of  the 
LCR will also include other currencies, such as US dollar 
deposits, which are not covered under the existing MLA 
regime,’ Matten says.

Frederic Bertholon-Lampiris, director at Deloitte 
Singapore’s financial services industry practice, says that in 
addition to the all-currency ratio, MAS chose to introduce a 
Singapore dollar ratio to replace the current MLA framework 
for certain banks, going beyond Basel III requirements. ‘This 
is to ensure that banks will continue to maintain the proper 
levels of  Singapore dollar-based high-quality, liquid asset 
buffer to face potential stressed market conditions,’ he says.

PwC believes that the overall impact will be muted, as 
banks typically hold liquid assets in the same currency as 
their deposits as part of  internal liquidity risk management. 
LCR is therefore ‘unlikely to have a significant impact,’ 
according to Matten.

Not so, says Bertholon-Lampiris, who argues that 
it is hard to anticipate how many organisations will be 
categorised as D-SIBs. ‘D-SIBs will eventually have to 
enhance their loss absorption capacity, which means higher 
capital requirements,’ he says. ‘They will also have to design 
and develop recovery and resolution plans, as is already the 
case for globally systemically important banks or G-SIBs. 
Beyond the operational and technical challenges, this may 
also come at a higher compliance cost and potentially 
hinder the profitability of  certain organisations.’

Bertholon-Lampiris adds, however, that the new LCR 
regime should contribute towards enhancing the micro-
resilience of  the main banking institutions having a 

significant local presence, and ultimately reinforce the 
overall macro-resilience of  Singapore as a top-performing 
and sound financial centre. ‘This may have a significant 
impact on the banking landscape in Singapore, with some 
organisations taking the strategic decision to accelerate 
and increase the level of  “subsidiarisation” of  their local 
activities, and others coming to the conclusion that the cost 
of  maintaining a competitive presence in Singapore might 
not be worth the game,’ he suggests. 

Data challenge
The impact will also be felt in the back offices. Gary Chia, 
head of  financial services regulatory compliance at KPMG 
in Singapore, says that the most important and immediate 
challenges arising from the implementation of  LCR are 
around data assimilation and automation. 

‘With customer, funding and other bank data residing 
on different platforms that are not integrated, data 
preparation and ensuring data integrity on a regular basis 
are challenges,’ he says. 

Christine Lee, financial services partner at EY Singapore, 
echoes this. ‘The immediate challenge would be a 
technological one,’ she says. ‘Financial institutions need to 
re-engineer or customise the appropriate infrastructure to 
monitor and report the LCR by currencies on a daily basis.’

In addition, she says, with the distinctions in high-quality 
liquid assets and further restrictions imposed by MAS 
locally, firms may be pushed into holding Level 1 assets, 
hence impacting capital allocation and earnings potential. 

Despite concerns, Chia believes that forcing a 
decentralised funding strategy will ensure that region-
specific risks are more adequately managed.‘Given the 
short-term nature of  liquidity shocks, depending on head » 

▲ changing picture
 Immediate challenges arising from the implementation of LCR are around data assimilation and automation
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that this leads to some unforeseen adverse consequences.’
Bertholon-Lampiris is also concerned that the business 

orientation of  many financial institutions of  pursuing a 
global or cross-border strategy appears to be at odds with 
the direction that international regulations are moving in, 
which is that of  subsidiarisation or ring-fencing to manage 
regional risks better. 

‘In that context, it seems clear that the universal bank 
model will have to adapt in order to face this challenging 
dichotomy, which seems to have been established for a while 
now,’ he says. ‘This is precisely the reason why the regulator 
has to find the proper balance and adopt a pragmatic 
approach to make the banking industry a sounder, safer 
and more sustainable one, while avoiding reaching the point 
where the fundamental banking business model breaks and 
shadow-banking eventually takes the lead.’

On a more positive note, Chia believes that the regulatory 
evolution is encouraging banks to innovate in product 
development. ‘We are seeing the introduction of  new liability 
products in certain geographies,’ he notes. ‘Ongoing liability 
product development is seeing banks launch call deposit 
accounts where the deposit can be withdrawn with more 
than 31 days’ notice. With a zero-percent LCR runoff  rate, 
such accounts provide higher yield.’ ■

Amanda Vermeulen, journalist

office for instantaneous funding increases wrong-way risks,’ 
he says. ‘Maintaining liquidity buffers centrally maximises 
netting benefits across regions, which may result in local 
liquidity requirements being overlooked or understated.’ 

Raft of  regulations
The longer term outlook is more opaque, and some 
members of  the professional services industry in Singapore 
believe that the new LCR cannot be separated from the 
growing raft of  regulations that is being imposed on 
financial services organisations.

Matten points out that the Basel III requirements 
comprise four measures: higher risk-based capital ratios; 
the introduction of  a leverage ratio; LCR as the short-term 
liquidity ratio; and a long-term funding ratio, the net stable 
funding ratio (NSFR). ‘Each will bring about change in the 
banking and shadow-banking markets,’ he says. ‘But there 
are also a number of  other regulatory developments, such as 
“ring-fencing” of  retail from wholesale/investment banking, 
changes to the regulation of  OTC derivatives markets and 
proposed changes to the market risk capital rules under Basel. 
Collectively, these will all bring about significant changes, and 
it is not yet clear what the consequences might be.

‘However, we do share some concerns about the collective 
impact, as this degree of  wholesale change in the regulatory 
environment is unprecedented, and it is entirely possible 

▼ key players
Under the new MAS rules, Singapore’s three main local retail banks will be classed as domestically systemically important 
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Signs of promise
As Singapore develops its offshore yuan trading market, the city-state is looking  
to neighbouring countries in how they are developing their financial sector

It is hard to read the headlines 
without getting a very confused 
view of the health of 
Singapore’s financial sector 
as it drives to become a 
central hub in the Asia-
Pacific region.

First, there’s the bad 
news. Interest in the 
stock market is dropping 
sharply, with the average 
daily turnover on the 
Singapore Exchange 
(SGX) at only S$1.072bn 
for the first eight 
months of  the year. 
That’s down over 30% 
from S$1.569bn for 
the equivalent period 
in 2013.  

Trading activity has 
struggled since the penny 
stock incident last year, 
when shares of  SGX-listed 
Blumont Group, Asiasons 
Capital and LionGold Corp rose 
to stratospheric heights before 
collapsing. The number of  initial 
public offerings has also stayed 
stubbornly low, especially compared 
with the years before the 2008 global 
financial crisis. 

Against this backdrop, the country 
is preparing a raft of  changes to the 
stock market, including reducing the 
lot size for share transactions.

And then, there’s the good news. 
This year, the city-state was named 
the second most competitive economy 
globally by the World Economic 
Forum (WEF), coming in just behind 
Switzerland – a position it has held 
for the past four years. The WEF cited 
Singapore’s efficient labour market, 
world-class infrastructure and strong 
institutional frameworks. 

There is also much enthusiasm over 
Singapore’s promise as a global centre 
for China’s currency. The potential of  
developing into a global yuan clearing 
centre adds to Singapore’s strengths 
in wealth management.

The Chinese yuan (or renminbi) 

the world can carry out renminbi 
transactions via accounts opened 

at ICBC Singapore Branch directly 
and benefit from the increased 

efficiency and convenience of  
the international usage of  the 
renminbi,’ said a news release on 
ICBC’s website.

Also, the SGX this year 
introduced a new yuan futures 
contract with the Bank of  China 
as the market maker.

Another encouraging sign 
for Singapore is the fact that 
the country is not blindly 
rushing into every single 
growth area. With many new 
sectors showing signs of  
promise, the ability to pick its 
battles is essential to prevent 
Singapore from overstretching 

its resources.
In September the Business 

Times newspaper reported that 
Singapore is taking a watch-and-learn 
approach towards the trend of  equity 
crowdfunding, enabling large groups 
of  investors to receive shares in a 
young company. It has been hailed as 
a way for retail investors to participate 
in promising start-ups – long the 
domain of  institutional investors 
and high-net-worth individuals. 
Countries taking the lead include 
Malaysia, which recently published a 
consultation paper and is preparing 
to be the first in South-East Asia to 
set up a regulatory framework for 
the practice.

As in most areas of  life, the reality 
of  Singapore’s status as a financial 
centre is complex. There may be cause 
for concern over the falling volumes in 
the stock market, but other areas offer 
the promise of  strong growth, with 
the offshore yuan trade being a prime 
example. More encouragingly, the city-
state has shown an ability to pick its 
battles, and to watch and learn from 
other nations.■  

The writer covers financial issues 
in Singapore

is expected to eventually replace the 
US dollar as the world’s top reserve 
currency, and the locations most 
involved in its internationalisation 
stand to reap tremendous rewards. 

While Hong Kong handles about 
70% of  the market share in the 
offshore yuan trade, Singapore 
accounts for around 60% of  trade 
outside Greater China, fighting off  
rival London. (Other smaller players 
in the offshore yuan game include the 
US, Taiwan and France.)

Several factors have helped 
Singapore. For instance, in 2013 China 
named the Industrial and Commercial 
Bank of  China’s Singapore branch as 
the yuan clearing bank for Singapore 
– the first time that authorities 
appointed one outside mainland China, 
Hong Kong, Macau and Taiwan 

‘With the renminbi clearing 
bank services, commercial banks 
in Singapore and other regions in 
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Room for improvement
As Malaysia’s mechanisms for preventing criminal abuse of the financial system undergo 
review, there can be no let-up in efforts to sniff out ill-gotten gains, says Errol Oh

November must feel like exam week 
for several Malaysian regulators. This 
is when the country is scheduled 
to undergo a peer review of its 
mechanisms for preventing criminal 
abuse of the financial system. 

This so-called mutual evaluation 
will be based on recommendations and 
methodology issued by the Financial 
Action Task Force (FATF), an inter-
governmental body that sets standards 
and promotes effective implementation 
of  measures to combat money 
laundering and terrorist financing.

The last time Malaysia went through 
such an exercise was in 2007. Back 
then, the appraisal by the Asia/Pacific 
Group on Money Laundering (APG) 
found Malaysia to be fully compliant 
with only nine of  the FATF’s 49 
recommendations, including nine on 
terrorist financing. The country was 
even judged to be non-compliant 
in one area, while the rest of  the 
ratings were a mix of  ‘largely 
compliant’ (24 recommendations) 
and ‘partially compliant’ (15). This is 
akin to a report card dominated 
by Bs and Cs, and marred by 
an F.

The APG will again perform 
the mutual evaluation of  
Malaysia. This time, there are 
40 FATF recommendations 
to consider instead of  49, 
but this does not mean the 
process will be any easier.

If  anything, it is 
likely to be a more 
rigorous assessment 
because technical 
compliance with the 
FATF standards is no 
longer the sole focus. 
The current round of  
evaluation will also 
cover effectiveness – 
that is, how well the 
anti-money laundering/
countering the financing 
of  terrorism (AML/CFT) 
systems are working. 
It is not enough that 

that it is now known as the Anti-
Money Laundering, Anti-Terrorism 
Financing and Proceeds of  Unlawful 
Activities Act.

When the Bill was on the last leg 
of  its journey in June, deputy finance 
minister Datuk Ahmad Maslan told the 
lawmakers that it was critical that the 
amendments be passed.

‘If  the Bill is not enforced by the 
time of  the assessment, Malaysia 
may be rated unsatisfactory,’ he 
warned. ‘A negative rating will impact 
the reputation of  the country and 
jeopardise the economic and financial 
sectors. This will also make it difficult 
for the country to attract investment 
from abroad as well as increase  
the corporate sector’s cost of   
doing business.’

He might be overstating the case. 
After all, despite the average ratings 
from the 2007 mutual evaluation, 

the Malaysian economy 
and businesses have felt 
little impact. However, 
this should not be an 
excuse to take lightly 
the AML/CFT agenda. 
It is worth noting that 
according to December 
2013 figures from Global 
Financial Integrity, a 
non-profit research and 
advocacy organisation, 
Malaysia is fourth 

among countries with 
the highest measured 

cumulative illicit financial 
outflows between 2002 
and 2011.

There can be no let-up in a 
country’s efforts to sniff  out and 
seize ill-gotten gains and funds 

for terrorism – even if  it does not 
pass a mutual evaluation with flying 
colours. The aim first and foremost is 

to thwart the bad guys. 
Good grades are just a  
nice bonus. ■

Errol Oh is executive editor 
of The Star

Malaysia has a legal and institutional 
framework in place; the APG has to 
be convinced that the framework is 
producing the expected results.

The anxiety over the mutual 
evaluation will perhaps be 
compounded by the fact that a bill to 
amend the Anti-Money Laundering and 
Anti-Terrorism Financing Act 2001 was 
passed only in June this year. This may 
leave Malaysia with too little time to 
satisfy some of  the criteria  
for effectiveness.

The amendments are mainly 
meant to clarify the obligations of  
reporting institutions and to beef  
up the authorities’ investigative and 
enforcement powers. An indication 
of  the statute’s longer reach is 
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New kid on the block
As the CFO’s remit extends to strategy and business partnering, the role of the financial 
planning and analysis manager is becoming ever more important, says Cesar Bacani

I tend to interview mostly CFOs 
and finance directors. Recently, 
however, I had the opportunity to 
speak to someone lower down in 
the finance hierarchy but whose 
role is actually becoming more 
and more central to corporate 
financial management: the 
financial planning and analysis 
(FP&A) executive. 

As the CFO’s remit extends to 
analytics, strategy and business 
partnering, the work of  the FP&A 
team – or as is more usual, just 
the one standalone FP&A manager 
– becomes indispensable. The 
CFO will be depending on FP&A to 
collect, analyse and interpret internal 
and external data for planning, 
forecasting and strategy-setting.

But many finance chiefs have 
told me that it is difficult to recruit 
FP&A talent in Asia. It is perhaps not 
surprising, since the requirements 
are rather expansive. 

‘On the one hand, the person 
needs to be able to connect with 
the different teams outside finance,’ 
Singapore-based Hsiao Yun Liew, 
FP&A manager at data intelligence 
company Wood Mackenzie, told 
me. ‘On the other hand, the person 
has to be technically good in terms 
of  numbers.

‘We need to know what is driving 
the numbers, not only report what 
those numbers are.’ 

A qualified accountant, 
Liew was in practice with 
PwC for three years before 
becoming internal auditor 
at ports company PSA and 
then moving on to FP&A 
at US multinationals 
Caterpillar and Stanley 
Black & Decker. She 
essentially learned 
how to do FP&A ‘from 
work experience rather 
than teaching’. 

One key learning is the 
need to educate unit 
heads and others in 

‘If  the organisation is a simple one 
or just two business units, whether 
you use Excel or Cognos probably 
does not make much difference.’

‘It’s easier to train someone to 
use Excel,’ says Liew. A business 
intelligence system ‘can definitely 
hold a lot more data than Excel, 
but Excel is more user-friendly.’ 
On the other hand, FP&A needs to 
do a lot more if  it’s using Excel, 
including having to ‘manually input 
new data every time’ and build 
macros ‘so people can slice and 
dice the way they want’.

If  you’re a finance professional 
interested in FP&A, what should 
you do? ‘Gain exposure via work 
experience,’ Liew counsels.

Continuous learning, on 
the job and via seminars 

and CPD courses, is 
required particularly 

in FP&A. 
The ACCA 
Qualification 
provides 

excellent 
training in analytical 

skills, forecasting and 
business partnering.

Traditionally, the discipline 
was utilised for data-related 

requests such as providing 
historical pricing data and 

analysing and interpreting 
variances in sales and earnings.

These days, FP&A is expected  
to do much more, including 
judgment-based analysis, risk-
based forecasting, scenario 
planning at the business unit level 
and long-range planning. The FP&A 
professional is expected to identify 

insights in the data, communicate 
the story behind the numbers and 

recommend courses of  action.
That sounds to me like 

good training for a future 
CFO as well. ■

Cesar Bacani is editor-in-chief 
of CFO Innovation

the organisation about forecasting. 
‘It takes a few months to make sure 
they are giving realistic forecasts,’ 
says Liew. What would she consider 
realistic? ‘If  what they say they will 
do is supported by orders on hand, 
for example, or at least 90% of  it.’

Another consideration is the 
importance of  systems and 
procedures. A set format and 
structured way of  reporting 
are essential, but this does not 
necessarily  mean that a company 
needs a data warehouse and 
business intelligence software. 
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Government: the whole story
Does a single set of consolidated accounts for the entire public sector offer users of 
those financial statements what they want, asks ACCA president Anthony Harbinson

One of the things that makes me proud to be an ACCA member is its readiness 
to think ahead and to undertake research that looks at broader 
issues; it seeks to provide answers to questions facing 
entire business sectors or even whole economies.

I was reminded of  this by a piece of  research 
that has recently been commissioned by ACCA in 
my own sector. 

For the first time an in-depth review is being 
conducted on whether the move by some 
governments to report their spending as a 
single consolidated set of  figures is worth the 
time and effort.

The research, being undertaken by Durham 
University, is looking at Whole of  Government 
Accounts (WGA). The WGA project has been 
seen as encouraging greater transparency and 
accountability by setting out single bottom-line 
figures for what the public sector owns and owes.

But little is known about how useful these 
consolidated reports are to a range of  users. The 
first stage of  the ACCA-commissioned research is 
to look at the literature on how these accounts are 
used in the UK, Australia, New Zealand, Canada and 
Sweden and whether essential users are getting the 
information they need.

The research is also looking at the pressures each of  
the governments face in producing consolidated accounts 
and why they are doing so. The research will also identify 
who uses WGA, and how WGA may be affected by changes of  
government and in public sector organisations.

The research has huge implications for everyone in the 
public sector. It might make uncomfortable reading for some 
but hopefully will inspire discussions about the direction 
and scope of  travel of  WGA.

It may also inspire change where it is needed.
As finance professionals one of  our key roles is to 

translate and explain some complex issues to the 
wider business or economic community.

One of  ACCA’s responsibilities is to look 
at issues that affect its members and their 
stakeholders, to ask the right questions 
and to make recommendations which 
ensure that you as finance professionals 
are front and centre in debates around 
issues that shape the future of  the 
profession. I look forward to the findings 
of  this research along with the results 
of  other pioneering work that ACCA is 
committed to. ■

Anthony Harbinson FCCA is director 
of safer communities in Northern 
Ireland’s Department of Justice
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Accountants are no 
longer bean counters 
in today’s complex 
business and market 
environment. There 
are many financial 
divisions and derivatives 
that accountants are 
expected to understand, 
analyse, contribute and 
add value. Financial 
reporting standards 
and government 
regulations are also 
increasingly challenging 
for today’s professionals. I oversee 
the full spectrum of  functions ranging 
from financial analysis and statutory 
reporting to budgeting and forecast. 
I also act as compliance officer, or 
gatekeeper, to ensure that business 
units are compliant with company 
policies and procedures.

What I enjoy most about my current 
role is that I have autonomy to 
perform my duties freely with 
little constraint. For example, if  I 
need to I can ask a question that 
challenges the general manager 
or managing director about their 
business decisions. Currently we are 
undergoing an enterprise resource 
planning system change, which gives 
me something to learn about and 
exciting tasks to look forward to. 
My priorities are to keep pace with 
complex and challenging business 
activities and to be able to contribute 
soundly as a business partner to the 
CEO. I need to ensure that the key 
performance indicators of  both the 
finance department and the business 
are achieved consistently. 

We are in a fairly saturated market in 
Singapore and trying to find ways to 
grow our business is challenging. The 

‘WORKING IN SEVERAL COUNTRIES HAS MADE 
ME REALISE HOW IMPORTANT COMMUNICATION IS’
THU ZAW OO FCCA, ASSISTANT FINANCE 
MANAGER, GOLDBELL CORPORATION, SINGAPORE

Singapore government 
tightly controls the 
automotive industry. To 
drive a car you need to 
purchase a certificate 
of  entitlement (COE) 
and the government 
controls the number 
issued. Currently the 
COE price is way higher 
than a car, putting 
pressure on sales and 
making growth strategy 
difficult to establish. 
However, we’re a market 

leader and an established company 
in the sector, giving us the upper 
hand when developing new ways to 
expand locally. 

I don’t think I’ve seen my biggest 
career achievement yet. I have 
definitely achieved some level of  career 
success and qualifications, but I don’t 
think it’s the best yet.  

Working in several countries has 
made me realise how important 
communication is. Understanding 
a company’s culture makes life so 
much easier and it’s not always that 
easy to assimilate to new countries 
and organisations.

Three things I can’t live without? 
First, friends and family; sometimes 
we can be quite overwhelmed with the 
stress and amount of  work that we 
are expected to produce, but family 
and friends remind me of  the most 
important things in life, which keeps 
me grounded. Secondly, holidays; I 
love to travel and retreat to different 
cultures and explore landscapes, and 
travel at least three or four times a 
year for short and long breaks. Thirdly, 
smartphone; I like to be connected 
anywhere, anytime. ■

SNAPSHOT: 
FINANCIAL 
SERVICES
The financial services sector 
has been subject to immense 
scrutiny in recent years, 
with oversight becoming a 
priority worldwide. Following 
the global financial crisis, 
the sector is becoming 
increasingly regulated.

But the outlook in Asia 
Pacific is good. ‘While US 
and European outlooks 
continue to be uncertain, 
investors worldwide are 
increasingly looking towards 
the emerging markets of  
the Asia-Pacific region 
for growth opportunities 
and the financial services 
sector is growing at a rapid 
rate,’ says Simon Wright, 
operations director at 
CareersinAudit.com. 

‘Job opportunities are 
on the rise and candidates 
are being sought after from 
across the world to fill 
vacancies. The language 
barrier is one potential 
issue for new recruits looking 
to work in China but the 
sector is largely English-
speaking across the rest of  
Asia Pacific.’

US$5.1BN
According to CoinDesk, 
using US$ price data 
from the CoinDesk Bitcoin 
Price Index, the market 
capitalisation of  the total 
number of  bitcoins in 
circulation at the time of  
writing is US$5,102,358,845.

The view from
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Promising the MoonPromising the Moon
With the 21st-century space race accelerating, the economic benefi ts of lunar 
exploration – from resources to transportation – are becoming apparent

budget of a superpower within the 
reach of private enterprise, and a 
21st-century space race has begun. 

Between now and 2020, we will see 
years of  research, development and 
dreams becoming commercial realities 
that could turn the Moon into the 
launch pad for an explosion in space 

The closest that many of us will 
get to outer space is playing the 
Angry Birds game, Fry Me to the 
Moon. However, those not content 
to merely play at lunar exploration 
could soon get much closer. 
Advances in technology have put 
what used to require the unlimited 

science, exploration and commerce. 
‘We are beginning a new era of  
commercial lunar exploration,’ says 
Bob Richards, CEO of  Moon Express, 
an early-stage lunar transportation 
and data services company, based in 
Silicon Valley in the US. ‘By exploring 
the Moon as entrepreneurs, we are 
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opening up a new economic sphere for 
humanity. Instead of  using up all the 
resources of  Earth, we can reach out to 
the Moon and use the resources there.’ 

The bounty is expected to include 
Helium-3, platinum group metals and 
other elements that are rare on Earth. 
Moon Express is one of  the start-ups 
developing robotic space vehicles to 
make their exploration and exploitation 
more economical.

Commercial space ventures are 
not new. Even during the original 
space race (see box, next page), the 
governments of  the USSR and the 
US used contractors. However, in 
recent years the space economy has 
expanded to include both established 
and emerging space agencies, and a 
burgeoning commercial sector.

Traditional specialists such as 
Airbus Defence and Space (Europe), 
Boeing (US), China Great Wall Industry 
Corporation, and Rocket and Space 
Corporation Energia (Russia) have 
been joined by space start-ups from 
across the globe, all chasing contracts 
from space-faring nations and the 
commercial possibilities created by 
emerging technologies and the Google 
Lunar XPRIZE (see box, right).

Lucrative rewards
The potential rewards are lucrative 
– and dwarf  the US$30m XPRIZE. 
Research from London Economics 
lists a growing range of  opportunities 
including: existing markets such as 
payload hosting and scientific and 
technical data; emerging markets, such 
as asteroid mining, lander systems, 
planetary rovers, lunar orbiters and 
launch pads; and technology transfers 
to non-space markets. And, as lunar 
and space start-ups and early-stage 
companies have the potential to capture 
the public’s imagination and attention, 
there are many other associated 
revenue-generating opportunities, such 
as brand exposure and other types of  
advertising and marketing, contracts 

for television programmes – on Earth 
and in space – and space tourism. 

Space products and services take 
time and money to develop, and even 
pockets as deep as China’s can’t 
prevent ‘technical problems’. Since 
December 2013, when its Chang’e-3 
probe helped the Yutu rover make 
the first soft lunar landing since 1976 
(to survey natural resources and 
geology), the latter’s functionality 
has gradually deteriorated. 

Hurdles such as lack of  funding 
and technical problems have 
already reduced the number of  
teams competing for the XPRIZE 
from 33 to 18. However, not all 
space entrepreneurs are so easily 
discouraged and not every early-
stage company with its sights set on 

the Moon is an XPRIZE competitor 
– though the philanthropic XPRIZE 
Foundation does cast a long shadow. 

The foundation has directly and 
indirectly spawned and supported a 
number of  lunar and space start-ups 
and entrepreneurs, including Nobu 

Okada. Although the founder of  
Astroscale, a Singapore-based start-
up, is on a mission to remove space 
debris, when his company makes 
its first foray into space it will do 
so in collaboration with XPRIZE 
competitors. 

A Japanese company, Otsuka 
Pharmaceutical, is paying Astroscale 
to get a can containing a powdered 
serving of  its ‘Pocari Sweat’ energy 
drink – and 120 plates that have 
been laser-engraved with children’s 
messages – to the surface of  the 
Moon, and Astroscale is paying 
technology company Astrobotic to 
deliver it, when its Griffin Lander 
makes its planned 2015 Moon 
landing in pursuit of  the XPRIZE.

Many runners in the 21st-
century space race are reliant on 
international collaboration and 
corporate sponsorship. As well as 
delivering Pocari Sweat, Astrobotic 
has payload contracts to deliver: 
human ashes to the Moon for 
Celestis, a ‘memorial spaceflight’ 
company; plus a robotic self-
assembly house for the Swedish 
artist Mikael Genberg and his 
crowdfunded ‘Moonhouse’ project, 
which aims to create the first lunar 
art installation. ‘Think of  us as FedEx 
to the Moon,’ quips Astrobotic chief  
executive John Thornton. »

burgeoning commercial sector. stage company with its sights set on 

▌▌▌‘BY EXPLORING THE MOON AS 
ENTREPRENEURS, WE ARE OPENING UP A 
NEW ECONOMIC SPHERE FOR HUMANITY’

EYES ON THE XPRIZE
The Google Lunar XPRIZE will be awarded to the first teams to build 
robots that land on the lunar surface, explore it by moving 500 metres 
and return high-definition video and imagery, by the end of 2015. 
With prizes totalling US$30m, the competition has attracted national 
teams from Brazil, Canada, Chile, Germany, Hungary, India, Israel, 
Italy, Japan, Malaysia, Spain and the US; as well as a Danish team with 
members in Italy and Switzerland, and an international team made up 
of more than 30 countries including Bhutan, Tonga and Russia.

WHO OWNS THE MOON?
The 1967 Outer Space Treaty prohibits sovereignty claims over Earth’s 
lunar satellite or any other celestial body by occupation, use or any 
other means. More than 100 nations have signed it, including the only 
three to make a soft landing on the Moon: China, the US and USSR. 
However, the treaty focuses more on space militarisation than on 
property rights and leaves plenty of scope for space lawyers to debate 
whether it prohibits, or allows, private ownership on celestial bodies.

25SPACE RACE | CORPORATE

ACCOUNTING AND BUSINESS



As well as its various payloads, 
the company has contracts with 
the US National Aeronautics and 
Space Administration (NASA), 
which will be worth millions 
of  dollars if  Astrobotic can 
successfully deliver data on how to 
land at precise locations, how to 
avoid unexpected lunar obstacles 
and how to survive the two-week 
deep freeze that is the lunar night. 

Piggy-backs in space
Like Astroscale, there’s plenty of  
piggy-backing in the future plans of  
Astrobotic. To deliver its payloads, 
complete the mission set by Google 
and deliver the data NASA hopes 
for, Astrobotic will need the support 
of  Elon Musk (entrepreneur and 
XPRIZE trustee) and his space 
transport company, SpaceX, which 
designs, manufactures and launches 
reusable rockets and spacecraft, 
and is the only private company 
ever to deliver cargo to space and 
then return to Earth. 

Previous XPRIZE winners also 
have a role to play. Astrobotic team 
member Scaled Composites won 
the first XPRIZE with piloted flights 
to the edge of  space, showing 
how such prizes can spawn new 
industries and attract new types 
of  funding; Sir Richard Branson 
turned a Scaled Composites vehicle 
into the basis for the spaceflight 
company Virgin Galactic. 

Virgin Galactic has yet to fly a 
customer to space, but its plans 
for commercial space travel have 
persuaded around 700 aspiring 
space cadets to make deposits 
worth US$80m. ‘In this first chapter 
of  commercial space travel, we 
will help make space accessible 
and inspire countless more people 
to join us in the pursuit of  space 
exploration and science innovation,’ 
says Branson, who will be a 
passenger on the first commercial 
flight (scheduled for early 2015 at 
the time of  writing). 

Longer-term, Virgin Galactic 
also expects its fleet of  reusable 
spacecraft to deliver scientific 
research payloads, make day trips 
to the Moon and take holiday-
makers to space hotels. Although 

the notion of  off-world hotels on the 
Moon or farther afield may seem 
far-fetched, Branson is not the only 
entrepreneur who sees them just over 
the horizon.

After making his money in hotels 
and property, entrepreneur Robert 
Bigelow has decided to pursue 
accommodation in space as his next 
venture. The Bigelow Aerospace start-
up already has a contract to supply 
astronaut habitats for NASA; he has 
also declared his intention to build 
habitats on the Moon – if  space law 
can protect his investment. ‘It is time 
to get serious about lunar property 
rights,’ says Bigelow, who wants 
governments to clarify property rights 
in space (see box, previous page). 

It’s a matter that’s screaming 
for attention and for international 

consensus; there’s a lot of  money 
to be lost and made. According 
to the Space Foundation, the 
global space economy was worth 
US$314.17bn in commercial 
revenue and government budgets 
in 2013, with an increase of  4% 
on 2012 driven by commercial 
activity such as space products and 
services, commercial infrastructure 
for space agencies and the 
burgeoning commercial sector. 

The 21st-century space race 
has only just begun, but the Moon 
has never seemed so accessible or 
appealing. Let’s hope those Angry 
Birds don’t destroy it before the rest 
of  us have a chance to do more than 
play at lunar exploration. ■

Lesley Meall, journalist

Space race with a difference
In some ways, the space races of the 20th and 21st centuries are alike; 
in others, they are not. The former focused on the military dominance 
of the US and USSR, while the latter is more focused on technology 
dominance. But both involve battles for hearts, minds and money. 

Although some see China’s growing ability to counter US space 
capabilities as a threat to the latter’s military superiority, the Cold War 
rivalry of  the 20th-century space race has been superseded by a more 
international, more commercial and much more collaborative affair. The 
US still has regulations that prohibit the export of  weapons and weapons 
technology for use by its enemies. However, the rules can also disadvantage 
US companies, as commercial entities in many other countries are willing 
to share space technology with each other and with China.

▲ postcard from space
Virgin Galactic aims to complete its first commercial flight early next year 
using a SpaceShipTwo space plane (pictured) released at its 15,550m launch 
altitude from a mothership to fly on into the upper atmosphere before gliding 
back to Earth for a conventional runway landing
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We advise clients across the 
Russian Far East and Eastern 
Siberia. Typical requirements 
include assurance services ahead 
of  stock-market listings, as well as 
support for international borrowing, 
attracting strategic investors and 
implementing International Financial 
Reporting Standards. My own 
portfolio covers shipping, cement 
and timber companies, reflecting key 
local industries; we’re also working 
increasingly with retailers. 

Accessibility, sector knowledge and 
regional expertise are major attractions 
for clients in more remote locations, 
and in 2015 Moore Stephens will be 
celebrating 20 years in Vladivostok. 
We’re easily the most thoroughly 
represented international firm here 
– but it’s a finite market, and with 
some Big Four and mid-tier firms 
occasionally subcontracting work to 
local practices, competition is fierce. 

Businesses in Vladivostok are 
exposed to economic and geopolitical 
developments in Europe and Asia 
Pacific. There’s a degree of  time lag; 
the global financial crisis didn’t start 
telling for a couple of  years. 

What happens in Russia 
itself, however, impacts more 
immediately. Anti-offshore 
legislation drafted earlier 
this year – as Moscow seeks 
to maximise tax revenues 
– will have significant 
implications for Russian 
companies and individuals 
with subsidiaries, real 
estate and other assets 
held overseas. 

The 
authorities will 
have greater 
power 
to force 

‘ I became an audIt traInee at 33. It wasn’t 
an easy swItch but I very much enjoyed It’  
tatIana PavLova Fcca, audIt dIrector, 
moore stePhens, vLadIvostoK, russIa

disclosure, track down offshore 
structures and compel their owners 
here to pay tax under the Russian 
regime, even if  profits are accumulated 
abroad. We anticipate an increase 
in demand for tax consultancy 
and business restructuring advice, 
as clients review and revise their 
structures to comply with the new laws.

I walk to and from work every day. It’s 
a one-hour journey each way and over 
hilly terrain. My husband and I enjoy 
mountaineering, and while the peaks 
around Vladivostok are hardly Mount 
Everest, we tend to choose demanding 
climbs that take several hours. 

In the middle of  winter, with snow, 
biting winds blowing from Siberia and 
temperatures as low as –25°, it’s an 
effective way to get physical exercise 
and recharge batteries! 

I’m devoted to swimming and am 
always trying to break my own record. 
I practise pilates three times a week and 
try to read as much as possible too.

Accounting was an entirely accidental 
career choice for me. I spent several 
years lecturing in English to university 
students, and became a freelance 

translator in the 1990s. Immediately 
prior to joining Moore 

Stephens, I worked as 
a researcher for a US 
venture capital firm, 
acting as its Far 
East representative 
and interpreting for 

potential investors. 
Then at the age of  33 I 

became an audit trainee. It 
wasn’t an easy switch but 

I very much enjoyed 
it, mostly because 

I had inspiring 
coaches and 
mentors. ■

snaPshot:
managIng rIsK
The nearest accounting 
professionals will get to 
feeling as though they’re 
starring in an episode of CSI: 
Crime Scene Investigation 
is by working as a forensic 
accountant, combining their 
accounting and auditing 
knowledge with investigative 
skills to investigate fraudulent 
activity in corporations. 

In Asia Pacific, the 
role is becoming more 
important as the region’s 
economy accelerates.

‘The larger the company, 
the larger the scope for 
potential fraud,’ says 
Simon Wright, operations 
director at CareersinAudit.
com. ‘As many multinational 
corporations have been 
moving to Singapore, 
Malaysia and Hong Kong in 
recent times, the potential 
for accounting fraud in the 
region has also increased.’ 
This has led to around 15% 
more forensic accountant 
positions across the region in 
2014 than at the same time 
last year. 

69%
According to PwC’s Global 
Economic Crime Survey 
2014, the most commonly 
reported type of  economic 
crime globally is asset 
misappropriation at 69%, 
followed by procurement 
fraud, bribery and 
corruption, cybercrime and 
accounting fraud.

the view from
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Leading from the front
John Veihmeyer, global chairman of KPMG, explains why he believes in the importance 
of shaping a corporate culture and how social responsibility is key to attracting top talent

in Indiana. ‘A mentor advised me that 
accounting was the most difficult 
major in the business area, so it 
seemed like a good start,’ he says. 
‘It provided a broad introduction to 
many different areas of  business that 
gave me a great start.’ 

After university he went straight to 
KPMG in Washington DC, rather than 
the financial hub in New York. ‘This was 
at a time when the economy around DC 
was really diversifying,’ he says. ‘Hi-tech 
and bio-tech firms were proliferating, 
and we were certainly not just focused 
on public institutions or government 
contractors.’ Veihmeyer quickly rose 
through the ranks, becoming a partner 
10 years after joining the firm, in 1987. 

By 2003, he was heading up the 
DC office as its managing partner, 

Nobody is prouder of KPMG’s heritage 
than its global chairman, John 
Veihmeyer. Speaking from his office 
overlooking the Manhattan skyline, 
Veihmeyer enthusiastically recounts 
some of the firm’s brushes with history. 
KPMG, which traces its roots back to 
the 1870s, played an active role in 
organising the Lend-Lease programme 
during the Second World War, which 
allowed America to funnel supplies to 
the Allied Nations. The firm certified 
the election that put Nelson Mandela 
in power in South Africa, ending 
apartheid. And when New York City 
veered towards financial ruin in the 
1970s, it was KPMG that helped put 
the Big Apple back on track.

‘KPMG has been honoured to play 
a role in such momentous events,’ 
says Veihmeyer, who took up his 
current position earlier this year. 
‘That is the kind of  culture we are 
trying to build on. We want not just 
to be successful, but also to make a 
positive impact on the world.’ 

Veihmeyer, who is also the chairman 
and CEO of  KPMG’s US practice, has a 
strong reason to feel identified with the 
firm he spearheads. He joined in 1977, 
the year that Gerald Ford handed over 
the US presidency to Jimmy Carter 
and Apple Computer was incorporated. 
At a time when the average US worker 
stays at a firm for just over four years 
– equating to about 15 jobs over a 
working lifetime – Veihmeyer has been 
at KPMG for 37 years. 

‘The wonderful thing about KPMG is 
that you can have 20 different careers 
within the firm without ever leaving,’ 
he says. ‘You get all the advantages 
of  diversity and learning, without ever 
losing the benefits of  having a single 
employer.’ That claim is backed up by a 
spree of  awards that the firm has won 
as a business to work for, including 
being ranked as one of  Canada’s top 
employers in 2014. 

Veihmeyer knew early on that he 
wanted a career in business, and 
studied accounting at the University 
of  Notre Dame, a highly ranked school 

setting the strategic direction for the 
unit. Soon after this, he became the 
deputy chairman for KPMG in the US 
and global head of  risk and regulation. 
‘It was a time when there was a lot of  
focus on the quality of  our audits and 
preventing any conflicts of  interest,’ 
he says. ‘During my time in this job, 
we developed really robust systems to 
avoid any risk that our audit judgments 
would be compromised – including very 
solid Chinese walls between parts of  
the business offering different services.’ 

Veihmeyer took over as global 
chairman only this year, after Michael 
Andrew left the firm owing to ill health. 
While Veihmeyer has always been 
based in the US, his job is now similar 
to that of  a roving global ambassador. 
‘I only spend about 10% to 15% of  

*Adopt a mindset of continuous learning: ‘A lot of 
people get out of university and think they are done with 
learning [and say] “now let me get doing”,’ Veihmeyer 
says. ‘The world is changing too quickly to think like that. 

Intellectual curiosity is a great virtue in this environment. 
Try to learn something every day that you didn’t know the 
day before. This may be a new sector or company. I still feel 
that I have far more to learn than I already know.’

*	Be globally aware: ‘You do not necessarily need global 
experience to be a globally aware citizen. It is becoming 
increasingly important to understand other cultures in the 
current business environment.’  

*	Personal integrity: ‘Always recognise that your personal 
brand is your biggest asset. Fostering this is more important 
than anything else you are going to do. When ethical 
dilemmas arise, protecting your reputation is the priority.’ 

*Foster professional relationships: ‘It is critical to build 
effective relationships at work. This is a network that can 
help you throughout a career. Show genuine curiosity in 
the people you meet.’

TI
PS

▌▌▌‘We Want to be a firM that has a 
PositiVe iMPact on the coMMunities We 
oPerate in and on the WorLd at LarGe’
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my time in this office in New York,’ 
he says. ‘For the remainder I’m 
travelling between our offices all over 
the globe. It is important to be visible 
and for the staff  to hear the message 
directly from me.’ 

Veihmeyer is a great believer in 
the importance of  trying to shape a 
corporate culture. ‘This takes up a lot 
of  my time.’ The firm’s partnership 
structure gives KPMG, along with 
other accounting firms, a head start, 
he argues. ‘Structure alone will not 
create a great culture,’ he says, ‘but 
the partnership model does make 
this easier to develop a sense of  
stewardship – that we are enhancing 
something for the next generation.’ 
Veihmeyer is focusing on several main 
priorities during his tenure. The first is 

quality and integrity. ‘We are not just 
interested in getting clients that will 
expand the bottom line,’ he says. ‘We 
also want clients that will enhance our 
brand by association.’ 

Retaining KPMG’s status as an 
employer of  choice is another priority. 
One aspect of  this is promoting the 
firm’s corporate social responsibility 
agenda. ‘If  we want to continue to 
attract the best talent in the world and 
be an employer of  choice, our social 
programmes are fundamental,’ he 
says. ‘We want to be a firm that has 
a positive impact on the communities 
we operate in and on the world at large.’ 

A long-standing priority of  KPMG 
has been in education, a choice 
that chimes with the values of  the 
firm’s highly educated workforce. Its 

Family for Literacy programme has 
distributed more than two million 
books to American children in need and 
refurbished many school libraries. Now 
the scheme is going global, extending 
to eight new countries, including South 
Africa and India. The firm has also 
worked to promote higher education 
among ethnic minorities, offering 
scholarships to 39 doctoral students 
last year alone. ‘It is really important to 
get professors from minorities in front 
of  the classroom,’ he says. 

In 2013, Veihmeyer was 
named ‘Responsible CEO of  the 
Year’ by Corporate Responsibility 
Magazine. Two years before that, he 
received the CEO Leadership Award 
from Diversity Best Practices for his 
commitment to diversity. »
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As a strategy leader, Veihmeyer 
also keeps an eye on the global 
economy and public policies that affect 
accountancy firms. Here, his outlook is 
mixed. He is convinced that the world 
is reviving well from the 2008 financial 
meltdown. ‘A global recovery is creating 
plenty of  opportunities for KPMG and 
our clients,’ he says. 

This judgment echoes a study KPMG 
published in July that surveyed 400 
chief  executives. Close to two-thirds 
said they were confident about growth 
prospects over the next three years. In 
addition, just over a quarter expected 
record profits in 2016 and 2017. That 
in turn will provide extra financial 
firepower for firms to invest in the 
latest disruptive mobile and cloud 
technologies. This very much plays 
to KPMG’s strengths, according to 
Veihmeyer. ‘We have unique capabilities 
in this area,’ he says. ‘There are plenty 
of  strategy firms, but we combine this 
with deep execution skills.’

Trends in global public policy, 
however, are less encouraging for 
businesses. Greater turbulence in 
nations such as Egypt, Venezuela 
and Israel has pushed political risk to 
the fore for some companies. In rich 
nations too, many companies are facing 
headwinds from shifts in government 
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policies. The KPMG CEO survey showed 
that a third of  CEOs are spending 
more time with watchdogs and other 
officials, or expect to do so.

‘Tax regimes around the world have 
been in flux,’ he says. ‘And as more 
companies operate globally, tax can 
create a lot of  complexity.’ Meanwhile, 
progress towards the convergence of  
accounting standards has been more 
sluggish than expected. ‘Reconciling 
local GAAP [generally accepted 
accounting principles] and International 
Financial Reporting Standards has 
been progressing slowly,’ he says. ‘In 
a globalised world, that is a problem. 
We should clearly be shooting for a 
common global set of  rules.’ 

Of  course, both of  these trends 
create work for KPMG and other global 
accounting firms. ‘But from a public 
policy perspective this is far from 
ideal,’ he says. 

One policy that may make the 
job of  accountants harder is the 
mandatory rotation of  auditors, 
which was approved by the European 
Parliament in April. This requires listed 
companies to hire new auditors every 
10 years. The rules were designed to 
prevent an excessively cosy relationship 
developing between a company and 
its accountants. The rules were also 

less severe than a 2011 proposal that 
would have required companies to 
change auditors every six years. ‘We 
want to continue to enhance the quality 
of  audits,’ says Veihmeyer. ‘There are 
aspects of  mandatory rotation that will 
make this more challenging.’ 

Veihmeyer operates in a sector 
dominated by four giant firms. These 
titans, for example, audit 99% of  UK 
FTSE 100 firms and 240 of  the next 
largest FTSE 250, but Veihmeyer says 
that rivalry has remained intense: 
‘Consolidation has not made this 
industry less competitive. We have also 
had to become large and global to meet 
the needs of  our multinational clients. 
But when a new contract comes up, you 
really see how vigorous the competition 
still is.’ KPMG is by a narrow margin 
the fourth-largest of  the Big Four, with 
US$23.4bn of  revenue last year against 
US$25.8bn for its nearest rival, EY. 

As global chairman, however, 
Veihmeyer has far broader goals than 
merely beating competitors. After 
years as a top leader at KPMG, he has 
long been a powerful voice in shaping 
the organisation. Now he finally has a 
chance to lead from the front. ■

Christopher Fitzgerald, journalist 
based in New York
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Modest beginnings
Groundswell for crowdfunding is growing, as seen by Asia’s first dedicated conference. But 
to encourage take-up, regulators need to help legitimise this method of funding start-ups

of  international speakers including government figures 
from around the region, who shared their experience with 
crowdfunding and their hopes for using it to help SMEs.

Funding gap
In the ASEAN region, micro-businesses and SMEs 
represent 99% of  all business and generate 56% to 97% of  
employment. They contribute anywhere from 30% to 60% 
of  gross domestic product and 19% to 31% of  exports in the 
economies of  ASEAN member states. Yet they are chronically 
underserved by banks and other large financial institutions.

Now, these businesses are turning to crowdfunding as 
a highly viable alternative to traditional financing methods, 
and often, their governments are encouraging them to do 
so. In Indonesia, for example, many start-ups have difficulty 
getting financing from banks because they have insufficient 
collateral, and government assistance is very limited. 

Approaching venture capitalists 
is also very risky for them, said 
Ibu Lolly Amalia Abdullah, the 
director for cooperation and 
facilitation at Indonesia’s 
Ministry of  Tourism and 
Creative Economy.

‘It is not the right time for 
many of  these entrepreneurs 

to face the venture capitalists, 
as they are not in the right 
position to bargain and usually 

t
raditionally, an entrepreneur who wants to raise 
money will contact venture capitalists and pitch 
his or her idea to them, substantiating it with a 
detailed business plan, financial projections, track 

records and, where possible, support from other backers. 
The amount raised may be anywhere from several hundreds 
of thousands of dollars to several million.

But what if  that entrepreneur does not have an ambitious 
business plan or a detailed financial projection, or only 
wants to raise a small amount – say less than $100,000? 
What if  the entrepreneur is a non-profit organisation, 
or a micro-business that cannot meet the high returns 
demanded by venture capitalists (VCs), or the rigorous 
requirements imposed by banks?

The solution to such difficulties has been around for 
quite some time, but it has entered the public eye only 
recently: crowdfunding, the practice of  raising monetary 
contributions from a large number of  sources 
via the internet.

‘Crowdfunding has become 
an enabler, a tool and a robust 
alternative to traditional funding 
methods,’ said Kwek Hong Sin, 
CEO and founder of  crowdfunding 
platform Phoenixict. Early this 
August, Phoenixict organised Asia’s 
first crowdfunding conference in 
Singapore – Crowdfunding Asia 2014, 
known as ‘CF Asia’ – featuring dozens 
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Modest beginnings lose their company,’ she explained. ‘As a government 
officer, I really agree with crowdfunding implementation… 
not only for entrepreneurs, but also for things like 
healthcare, education.’

In Cambodia, the government is actively encouraging 
crowdfunding as a means of  providing non-bank financing 
for the nation’s hundreds of  thousands of  SMEs, and 
supporting its policy with a full-scale push to develop the 
ICT sector – a prerequisite for crowdfunding to work.

‘Because of  rigorous requirements from the banks, 
especially when you start up, it is hard for SMEs,’ said 
Kan Channmeta, the secretary of  state for Cambodia’s 
Ministry of  Posts and Telecommunications. Listing high 
interest rates and limited or non-existent credit guarantee 
schemes as further obstacles to SME financing, he called 
crowdfunding a new platform and new mechanism to help 
his country develop.

‘In Asia, it’s going to be very important that people who 
are not sophisticated professional investors will be able to 
support people who are growing small businesses,’ said 
Paul Niederer, the founder of  the Australian Small Scale 
Offerings Board. ‘There are a lot of  micro-transactions 

taking place where people get funds from small groups of  
friends and family… but legislators are way behind. The 
wonderful thing about crowdfunding is that it’s going to 
legitimise a lot of  these transactions.’

Even at this early stage, it is clear that legislation and 
the legitimisation of  crowdfunding will play a major role in 
developing the industry, and the ASEAN governments are 
recognising this.

‘I can assure you that… none of  the government 
members will have holidays,’ said Secretary of  State 
Channmeta at CF Asia, referring to his government’s 
ambitious push to finalise its ecommerce policy by the 
end of  2014. ‘We need to work hard and keep working 
hard to develop our policies for the private sector, for 
our population, for the regional population, for the 
global population. Because we are all interconnected, 
regionally and globally.’

Further south, in Thailand, government attention 
and assistance has recently drawn public awareness to 
the potential of  crowdfunding. The nation’s first equity 
crowdfunding platform, Dreamaker, gained considerable 
support during its Kickstarter debut in December 2013: 
it raised US$4m from 5,000 Thai contributors, and a large 
number of  incubators and research bodies have already 
joined the platform.

Aekkasit Diewwanit, CEO and co-founder of  Dreamaker, 
attributes his company’s success to government and 
regulatory support of  crowdfunding. Earlier crowdfunding 
platforms launched in 2011 and 2012 did not pan out, 
he says, but now that regulators and incubators are 
throwing their weight behind the concept, many interested 
groups have begun working together to raise public 
awareness of  the method. ‘Not many people know about 
crowdfunding in Thailand, but when the regulator says it is 
encouraged, they will be more interested,’ he says.

In Singapore, however, support for crowdfunding is 
still small-scale. The Monetary Authority of  Singapore 
(MAS) has taken a cautious approach, stating earlier this 
year that crowdfunding arrangements which involve the 
offer of  securities may be subject to legislation here but 
not going into specific detail. In a guide published on its 
MoneySENSE website, MAS also stated that it is ‘closely 
monitoring the developments in other jurisdictions on this 
front and looking into an appropriate regulatory framework 
for such new business models’.

Going by the experience of  the Thai and Cambodian 
crowdfunding communities, the crowdfunding scene in 

Singapore is likely to remain muted 
until MAS issues conclusive guidance. 
Large corporates currently stay clear 
of  it: CF Asia organiser Kwek says 
that even those companies usually 
known for their willingness to partner 
or sponsor events have been shy of  
her event because they feel there are 

no returns to crowdfunding. As a result, the entire event, 
complete with its roll of  international speakers, was funded 
by her company. It is making a loss, she admits, but that, to 
her, is a non-issue in comparison with the potential upside. 

‘I am not doing this to make money. I am doing this as 
an investment in our economy,’ she says.

An investment in the future
Crowdfunding, with its focus on micro-transactions, 
generally low rates of  return, and relatively high levels of  
risk, may not seem to be an attractive investment in purely 
monetary terms – certainly many corporate sponsors in 
Singapore are wary of  it, as Kwek found. But it has the 
potential to drive certain fundamental changes in the way 
investments and financing are currently conducted, changes 
that could lead to a healthier financial system and perhaps 
even to a more inclusive society.

For a start, crowdfunding can increase female 
entrepreneurs’ chances of  success. Anu Bhardwaj, CEO 
of  the Women Investing in Women global platform, called 
crowdfunding an opportunity for women and minorities to 
access the capital markets. ‘There is something about the 
way that women are expected to pitch to VCs, where it’s 
very male-oriented. They either like you or they don’t… and 
that turns many female entrepreneurs off,’ she said. » 

▌▌▌‘the wonderful thing about 
crowdfunding is that it’s going to 
legitimise a lot of micro-transactions’
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With crowdfunding, Bhardwaj explained, 
female entrepreneurs have a higher chance of  
encountering sympathetic investors who will not 
judge them for their gender. ‘Now these female 
entrepreneurs are getting the opportunity to 
appear in front of  their peers, and that would 
never happen in venture capital.’

On top of  this, crowdfunding has the potential 
to change the way businesses communicate 
with their investors. Crowdfunding targets lay 
people: very small retail investors who often have 
only marginal business and financial knowledge. 
Businesses that want to raise capital through 
crowdfunding therefore have to be very cognisant 
of  how they present their business case to these 
investors.

Dissolving barriers
Most crucially, industry experts, including 
legal and accounting professionals, hope that 
crowdfunding can influence the regulatory environment to 
become less complex and less costly. Tan Cheng Kiong, 
owner of  legal firm CK Tan & Co, pointed out that the 
requirements and complexity of  current regulations were 
fatal to start-ups, especially the costs involved. ‘Before 
you raise a single cent you need to spend about $50,000 
to $60,000 [on legal, advisory and other fees],’ he said. 
‘Regulators need to take down that barrier… the regulations 
that we come up with cannot be the same as for the very 
mature and complex businesses.’

In this sense, agreed many speakers at CF Asia, 
crowdfunding is a way of  getting society at large to contribute 
to its own progress by supporting entrepreneurship, 
even if  the investments involved do not come with high 
returns. Jonathan Sandlund, the founder of  research firm 
TheCrowdCafe.com, which specialises in analysing the 
crowdfunding industry, proposed that the first step is to 
match the lower regulatory barriers with lower legal and 
accounting fees, something that will only be possible if  all 
the related industries come to an agreement. ‘The cost of  
an entrepreneur needs to be a burden on everyone,’ he said. 
‘We all need to participate in this together.’ ■

Mint Kang, journalist

Crowdfunding has been 
embraced as a significant 
business and social good, 
but industry figures have 
highlighted various concerns 
that should not be overlooked. 
These include:

* The need to protect 
investors from fraudulent 
transactions.

* The need for leadership, 
especially in terms of  
due diligence and a high 
degree of  curation by the 

crowdfunding platforms.

* The need for crowdfunding 
platforms to practise a high 
degree of  cyber-security.

* The need to ensure that 
there are returns involved, 
no matter how high the risk, 
because crowdfunding, as a 
form of  investment, is still 
ultimately about making 
money.

* The need to standardise 
crowdfunding regulations 
across international borders.

Considerations in Crowdfunding
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RISK LANDSCAPE
As well as a host of natural and man-made hazards, 
global businesses are having to deal with a less forgiving 
regulatory and and legal environment, according to 
Allianz’s latest global claims review for the years 2009–13.

► RISKY BUSINESS
Of  the sectors covered 
by the review, the 
average claim value in 
the oil and gas industry 
far outstripped that of  
all the other sectors 
combined.

▲ TOP 10 CAUSES OF LOSS
The top 10 causes of  loss by value in the sectors covered by the review accounted for almost 70% of  total 
financial losses in the period. The list was dominated by non-natural catastrophes.

THE SURVEY
Allianz’s Global claims review 2014: loss trends and emerging 
risks for global businesses gives the findings of  an analysis 
of  11,427 €100,000+ insurance claims in 148 countries 
across the following sectors: aviation, energy, engineering, 
financial lines, liability, marine and property. The full report 
is available at tinyurl.com/allianz-review LO
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▲ LOSS LEADERS
The chart above shows the single biggest 
cause of  loss by value in each of  the sectors 
covered by the review, along with the share 
of  that sector’s total loss in terms of  both 
volume and value accounted for by that 
particular cause for claims of  €1m+. 
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technology rules
Nina Tan, ACCA, CFO of Trax Technology Solutions talks about the omnipotence of 
technology in shaping the businesses of today and how harnessing it is so vital for success

Q: How has technology influenced the way in which a 
business operates?
A: Twenty-first-century technological advancements have led 
to prevalent use of  the internet, affordable pay-as-you-go 
software and low-cost scalable cloud-hosting services. 

Through the use of  web and mobile-based internet 
access, communications can take place instantaneously. 
And the ability to harness technology has led to improved 
revenue-generating capabilities and boosted productivity. 

At Trax Technology Solutions, for example, we play 
a formidable part in shaping the global retail business 
operations by offering our customers a cloud-based image-
recognition application on their smart devices. The app 
takes photo or video images of  shelves at retail stores, and 
turns them into real-time useful key performance indicators 
(KPIs) and data analytics. This capability has allowed our 
customers to discover new revenue opportunities. 

Q: What impact has there been within the finance function?
A: Technology creates a huge positive impact on the 
finance role, as we escalate strategically from being 
reporting-centric to analytic-centric. 

My role has evolved from traditional accounting to 
one that now takes a more strategic direction, such as 
the valuation of  data assets, the use of  both structured 
and unstructured operational data for business analytics, 
product pricing, revenue modelling, equity investment 
funding and strategic planning.

Q: How has technology facilitated the processes involved 
in carrying out the finance function? 
A: Technology has helped to transform traditional reporting 
documents into insightful, interactive and meaningful 
reports for our shareholders.  

For example, imagine using global heat maps to illustrate 
where our customers are placed: when you click onto any 
location it shows instantaneously what, how much and to 
whom we sell to. Taking it a step further, each customer has 

▌▌▌TeChNOlOgy CreATeS A huge pOSiTive 
impACT ON The FiNANCe rOle, AS we eSCAlATe 
FrOm beiNg repOrTiNg- TO ANAlyTiC-CeNTriC

its own profitability measurement, ie, revenue after netting 
off  related direct selling costs. All these on just one screen…

Here at Trax, we replicate the same functionality to 
our own customers, enabling our first-tier FMCG [fast-
moving consumer goods] customers to trace their business 
on heat territory maps.

As Trax’s application software is cloud-based, customers 
are able to share information and measure KPIs on a real-
time basis with accuracy and ease globally – which results 
in a common communication platform and the promotion 
of  a technology-based work culture. 

Q: Of the 10 technologies listed in ACCA’s Digital 
Darwinism report (see box, opposite), which has had 
the most impact in what you do? 
A: Business analytics technology has a direct impact on 
what I do. Handling big data, which involves combining 

unstructured social information, 
structured operational data and 
financials, has led to new forecasting 
techniques that take into account 
customer sentiment about pricing, 
products, preferences and campaigns. 

This cause-effect analysis requires 
the unearthing of  causes behind the 

company’s sales, costs and profits to create meaningful 
budgets and rolling forecasts. Analytics help reveal insights 
into the revenue and cost drivers.

Let me give you an example of  how we used analytics 
on data to give insights. Trax customers exist in different 
territories with different time zones, and they all need 
access to feedback on ground performance data on a real-
time basis. To assess the efficiency of  how we are using our 
human resources, we used analytics to track the peak and 
trough service periods. We also made a correlation between 
the traffic, time of  day and customer location. 

With Australia being three hours ahead of  Asia, the 
service traffic builds to a peak during Asia’s morning and 
Australia’s afternoon. The trough occurs in Asia’s afternoon 
as Australia would have finished work by then. 

The question was whether it would make sense to hire 
additional headcount to handle the peak, but leave them 
idle during the trough. The cause and effect analytics on 
time zones, traffic data and staff  availability resulted in the 
adoption of  a practical solution that requires only the use » 
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Top 10 Technologies
The ACCA report, Digital Darwinism: thriving in the face of 

technology change, lists the top 10 technologies with the potential 
to significantly reshape the business and accountancy landscape:

1 Mobile
Anywhere, anytime access to broadband connectivity from 

a range of  devices, wireless networks, operating systems 
and applications.

2 Big data
The massive quantity and variety of  structured and 
unstructured data from internet-connected systems, 
devices and physical objects.

3 Artificial intelligence and robotics
The broad range of  machines and computer systems 

that show limited characteristics of  intelligence.

4 Cybersecurity
Protection from new forms of  cyber-risk, 
attack, crime and terrorism caused by 
increased reliance on personal and data.

5 Educational
Trends and tools that are changing and 
enhancing educational achievements, 
developments, techniques and possibilities.

6 Cloud
Internet-based technology resources, such as 
software applications, computing power and 
data storage, provided remotely as a service.

7 Payment systems
New, evolving and emerging internet-enabled 

software applications, currencies, payment 
platforms, devices and services.

8 Virtual and augmented reality
Technologies that use computer modelling to 

simulate, overlay and supplement reality, and 
enable people to interact.

9 Digital service delivery
Technologies used to provide online, interactive, self  
service, business processes, software and services.

10 Social
Technologies that support social interaction and 
are enabled by communications technology, 
such as the internet.
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In addition, it is not just the 
data that we have to analyse: 
equally important is our intuition 
on the behaviour, emotion and 
sentiment of  customers and 
stakeholders. 

Q: Which technology do you think will have the most 
impact in the future? 
A: The use of  artificial intelligence (AI) via computers, 
software and machinery for mundane accounting tasks 
such as compliance, verification, computational and 
repetitive process-driven tasks is imminent, and has the 
most immediate impact to finance. 

AI produces accurate, cost-effective, consistent and 
reliable results. This technology would transform finance 
from an accounting role into a strategic role. To enable 
finance to be effective in this strategic role, we need 
to be equipped with knowledge of  business, human, 
neuroscience and strategic intelligence. 

Q: How does one make the step change from yesterday’s 
finance professional to tomorrow’s (ie, from a narrow to 
a more strategic role)? 
A: As hardware and software get smarter through in-built, 
quick-paced, self-learning processes, finance professionals 
do not have the luxury to be complacent. 

of  existing headcount instead of  hiring new staff. Basically 
overlapping two shifts during the peak hours enabled the 
company to trim its operational costs and capital spending.

Q: As a finance professional, what challenges do you 
encounter in understanding and applying technology within 
your role?
A: The challenge is to understand that business analytics 
involve a spectrum of  data that goes beyond financials to 
include unstructured social media data, and structured data 
from other operation legacy systems and sentiments. 

In applying technology such as business analytics, it 
is important to have a clear objective and the ability to 
rationalise complex sets of  data. Ask relevant questions so 
that you can separate the wheat from the chaff, and focus on 
information that counts rather than on information overload.

▌▌▌‘Technology has helped To Transform 
TradiTional reporTing documenTs inTo 
inTeracTive and meaningful reporTs’

▲ enhAncing reAlity
An image is pictured through 3D glasses at global visual 
technology firm Christie’s 4K 3D technology projection screen
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DIGITAL DARWINISM
ACCA’s report, Digital Darwinism: thriving in the 
face of technology change, presents the top 10 
technology trends that will have the potential to 
significantly reshape the business and accountancy 
landscape. It draws on extensive consultation with 
experts in the fields of accountancy and technology, 
academics, members of ACCA’s Accountancy Futures 
Academy and the wider membership of ACCA and 
the Institute of Management Accountants (IMA). 

Accountants and the finance function are part 
of  the connected world. This is changing the ways 
in which they communicate with those in the 
businesses they work with and for. Technology helps 
them automate and de-skill time-consuming work, 
and thereby focus on higher-value work, consolidating 
their role as strategic business partners.

By keeping informed about technologies as 
they evolve, considering new ones as they emerge, 
and then assessing their implications for finance 
professionals and those they serve and support, 
accountants can be prepared to minimise the 
burdens and maximise the benefits. 

DIGITAL DARWINISM
ACCA’s report, Digital Darwinism: thriving in the 
face of technology change, presents the top 10 face of technology change, presents the top 10 face of technology change
technology trends that will have the potential to 
significantly reshape the business and accountancy 
landscape. It draws on extensive consultation with 
experts in the fields of accountancy and technology, 
academics, members of ACCA’s Accountancy Futures 
Academy and the wider membership of ACCA and 
the Institute of Management Accountants (IMA). 

Accountants and the finance function are part 
of  the connected world. This is changing the ways 
in which they communicate with those in the 
businesses they work with and for. Technology helps 
them automate and de-skill time-consuming work, 
and thereby focus on higher-value work, consolidating 
their role as strategic business partners.

By keeping informed about technologies as 
they evolve, considering new ones as they emerge, 
and then assessing their implications for finance 
professionals and those they serve and support, 
accountants can be prepared to minimise the 
burdens and maximise the benefits. 

AI is not yet intelligent enough to replace (or equal) 
the complexities of  the human brain, as it has limitations 
in cognitive development, learning through complex and 
emotive experiences, and exercising creativity, randomness 
and imagination. 

Neuroscience training would enable us to sharpen our 
mental capability, capacity, composure and creativity, giving 
us head room before AI matures in development.  

Q: To what extent will developments in technology 
transform the way the finance function, and finance 
professionals, operate in the future?
A: Today’s modern finance professional is increasingly 
viewed as an influencer, business analyst, catalyst and 
strategist with a major role to play in strategy development 
and overall business success. Underpinning all of  this is 
the effective application of  technology.

We exist in a new era of  mobile business intelligence. 
At Trax, we regard the mobile device as a data-generation 
and processing point, using location-specific images 
to enrich information about buying habits, customers, 
suppliers, products and sales personnel. From the 
finance angle, mobile capability offers not only information 
delivery but also enhances workflow and approvals 
processes, such as enabling OCR scanning of  receipts 
and expenses with a mobile phone as part of  modern 
travel and expense management processes.

Q: How should finance professionals respond to changes 
in order to ensure they and the finance function remain 
relevant and instrumental in business strategy?
A: We should embrace technological advancement to 
remain relevant in our profession, retain a strategic 
business partnering role and add value to the business. 

Let me give you an example of  why technology is 
important in the finance function.

I used Visual Business analytics software to process 
structured and unstructured data drawn from the sales, 
operation and accounting software for predictive analytics.  

*  Real-time sales-pipeline information enables financial 
revenue forecast to be reflective of  the current sales 
strategy undertaken on the ground. 

*  Operations data on the recent rate of  images 
processed for respective customers facilitates the 
educated computation of  resource capacity, utilisation 
rate and room for scalability.

*  Financial data provides the cost implications to support 
the current scale of  operations.

Analytics technology helped to collate information drawn 
from all three sources, and turned the data into a predictive 
analysis of  new strategic revenue-growth opportunities and 
areas for cost management. It also highlighted areas for 
corrective actions. 

 
Q: Why do technological advances matter in business?
A: Technology advances, particularly the internet, 
have opened up access to different social networks, 
and allowed businesses to operate in a world without 
the limitation of  geographical barriers. As a result, 
businesses regardless of  size are finding cost-effective 
ways to place their products in the international market 
and showcase their brands. 

Technological advances provide businesses with new 
capabilities to enhance their competitiveness globally, offer 
opportunities to be more productive and lead to new ways 
of  securing finance. SMEs, in particular, are now enabled to 
compete on an equal footing, even without deep pockets. 

Q: What tips can you offer finance professionals who have 
yet to fully embrace technology trends?
A: As Steve Jobs said: ‘Stay hungry, stay foolish.’ I would 
encourage fellow finance professionals to stay hungry for 
knowledge, and stay foolish and humble to learn. Embrace 
new technology, but retain your personality and human 
touch, which cannot be fully replicated. 

Build courage to overcome the fear of  technology. ■

Interview by Colette Steckel of Accounting and Business

FOR MORE INFORMATION:

Download the Digital Darwinism report at 
www.accaglobal.com/ab87
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principle matters
The OECD is revising its Principles of Corporate Governance, which were previously 
amended in 2004, and finetuning guidance for governments, regulators and organisations

accountability and assurance. Such a holistic approach 
ensures governance is not “bolt-on” but “built-in” – integrated 
into all aspects of  an organisation,’ Tophoff  says.

Given the Principles have been developed, issued and 
are being revised by the OECD, which mainly consists of  
representatives from governments and is primarily focused on 
governments, Tophoff  believes the OECD should continue to 
focus primarily on what policymakers, regulators and market 
participants (such as stock exchanges) could and should do to 
further governance in their jurisdictions. In this context, scope 
for improving the Principles does exist, Tophoff  believes. 

Target audience
There is confusion as to who the Principles are intended for, 
according to Tophoff. ‘For example, some of  the discussion 
is clearly directed toward governments and regulators, and 
what they should be doing to create the appropriate overall 
governance environments and framework in their jurisdiction, 
while other discussion is more focused on what happens 
within, and is in the control of, organisations,’ Tophoff  explains. 

‘However, an individual corporation that would pick up 
a copy of  these Principles would be confronted with two 
challenges: first, many of  the provisions are not directly 
applicable to corporations themselves and, additionally, 
implementing good governance in their organisation typically 
consists of  more than is dealt with here. To remedy this 
potentially would require a major restructure of  the Principles. 
A quick solution would be to specifically designate these 
Principles for governments and regulators, and modify the 
title and the introduction of  the document accordingly.’ It 
could, he suggests, be renamed the ‘OECD Principles on the 
Enablement of  Corporate Governance’. 

‘I also believe this would better emphasise the “unique 
selling point” of  these Principles: there are already many 
other corporate governance codes specifically directed to 
corporates themselves, but few or none specifically directed 
to governments and regulators,’ Tophoff  says.

Focusing on governments and regulators to enable good 
governance, and less on what corporates should do would also 
relieve the burden on the OECD to have to keep up with the 
frequent developments in corporate governance areas such as 
disclosure and transparency (section V), and responsibilities 
of  the board (section VI). Tophoff  says: ‘Instead, the Principles 
could provide overall principles on how good governance looks 
like, complemented with some high-level guidelines on what 

e
ncouraging and maintaining high standards of 
corporate governance in business remains a priority 
as many economies continue their slow recovery 
from the global financial crisis. As part of a drive to 

address any shortcomings and adapt to new insights, the 
Organisation for Economic Co-operation and Development 
(OECD) is revising its Principles of Corporate Governance, 
originally released in 1999 and previously amended in 2004.  

The Principles are one of  the 12 key standards for 
international financial stability of  the Financial Stability 
Board. ‘They provide guidance for policymakers, regulators 
and market participants to improve the legal, institutional, 
and regulatory framework that underpins corporate 
governance with a focus on publicly traded companies,’ 
says Vincent Tophoff, senior technical manager with the 
Professional Accountants in Business Committee of  the 
International Federation of  Accountants (IFAC). ‘They also 
provide practical suggestions for stock exchanges, investors, 
corporations and other parties that have a role in the 
process of  developing good corporate governance.’

According to the OECD, the 2004 Principles ‘embrace 
the shared understanding that a high level of  transparency, 
accountability, board oversight and respect for the rights 
of  shareholders and role of  key stakeholders is part of  
the foundation of  a well-functioning corporate governance 
system’. As a result of  the review, the OECD envisages 
these core values being maintained and, as appropriate, 
strengthened to reflect experiences since 2004. It wants to 
ensure ‘the continuing high quality, relevance and usefulness 
of  the Principles taking into account recent developments 
in the corporate sector and capital markets’. The outcome 
should provide policy makers, regulators and other rule-
making bodies with a sound benchmark for establishing an 
effective corporate governance framework.’ IFAC is actively 
participating in the revision process through its membership 
of  the Business and Industry Advisory Committee (BIAC) to 
the OECD. Tophoff  is acting as the IFAC liaison, contributing 
to the BIAC response and participating in person.  

‘In IFAC’s view, [governance’s] ultimate objective is to 
ensure the creation of  sustainable organisational success 
and stakeholder value. Governance in an organisation should, 
therefore, be about more than a compliance exercise designed 
with the sole purpose of  satisfying regulatory requirements. 
Instead, good governance affects the entire organisational 
cycle of  strategic planning, resource utilisation, value creation, 
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specific jurisdictions should do to enable good governance in 
these areas, leaving it to underlying governance codes – which 
would be my preference – or to regulation to specifically 
address governance for the individual corporates.’

Tophoff  sees corporate governance as a ‘living organism’ 
that evolves due to changes in both the environment and 
stakeholders’ perceptions. ‘Although one could argue that 
some of  the main Principles are timeless, their specific 
application might change over time,’ he says. The text in 
many parts of  the application guidance no longer accurately 
reflects good practice, he suggests, referring as an example to 
the rapid developments in the area of  risk management and 
internal control. The OECD therefore has two options, Tophoff  
believes: ‘either to bring the text up to par and commit to a 
rigorous schedule of  frequent updating, or to migrate to a 
higher level, more focused on desired outcomes and less on 
detailed implementation guidance to achieve those outcomes’. 
The latter, preferred by IFAC, would increase the longevity of  
the Principles, he believes. It would also be better matched 
with the primary audience of  policymakers, regulators, and 
market participants, which should then draft the detailed 
arrangements for the corporates within their constituency.

Public sector governance
Many of IFAC’s comments on the OECD’s revision of 
the Principles were inspired by the recent publication 
of the International Framework: Good Governance in 
the Public Sector, jointly developed by IFAC and the 
Chartered Institute of Public Finance and Accountancy. 
The framework encourages better governed and 
managed public-sector organisations by improving 
decision making and the efficient use of resources. 

Tophoff  explains: ‘The aim of  this framework is 
to encourage better service delivery and improved 
accountability by establishing a benchmark for aspects 
of  good governance in the public sector. It is intended 
to apply to all entities that comprise the public sector.’

The framework is designed to be useful for all those 
associated with governance: governing body members, 
senior managers and those involved in scrutinising 
the effectiveness of  governance, including auditors. It 
should also help the public to challenge substandard 
governance in the public sector, though is not intended to 
replace national and sectoral governance codes. ‘Instead, 
it is anticipated that those who set governance codes for 
the public sector will refer to the International Framework 
in updating and reviewing their own codes,’ he says. 
‘Where codes and guidance do not exist, the guidance 
will provide a powerful stimulus for positive action. The 
real challenge for public-sector entities remains in the 
implementation of  such codes and frameworks, as it is 
often their application that fails in practice.’ 

Tophoff  believes a revised set of  Principles, supplemented 
with national codes, will be key in ensuring the appropriate 
implementation, application and oversight of  governance 
arrangements, by governments and individual organisations.  

Meltdown aversion
Could another financial crisis be avoided by improving these 
Principles? Tophoff  thinks this would be too much to expect. 
‘There will always be crises,’ he says, ‘but better governance 
arrangements could at least help in removing some of  the 
causes for crisis, lowering the likelihood of  one, or changing 
the nature, magnitude or duration of  the consequences.’

Accounting professionals have a key role to play in ensuring 
the revised Principles achieve maximum impact. ‘[Those] who 
work in commerce, industry, financial services, education, 
and the public and not-for-profit sectors are typically involved 
in the planning, implementation, execution, evaluation and 
improvement of  governance in their organisations,’ Tophoff  
notes. ‘This puts [them] in an excellent position to ensure 
integration of  governance… into an organisation’s very DNA.’ ■

Sarah Perrin, journalist

▲ vincent 
tophoff
‘Governance’s ultimate 
objective is to ensure the 
creation of sustainable 
organisational success 
and stakeholder value’
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delivering value
Stakeholders are demanding greater accountability from companies and so policy 
makers and regulators must rise to the challenge by improving governance requirements

requirements – in terms of  strength (enforceability), 
breadth (number of  instruments/requirements) and 
depth (maturity of  requirement), the study’s objective 
was to draw out insights in the way countries have 
approached developing their corporate governance 
landscape. The ultimate aim is to improve awareness of  
corporate governance requirements and help countries 
continue to raise corporate governance standards.

Big picture
The study captured more than 1,700 corporate governance 
requirements, contained in 106 instruments (such as 
Companies Acts, Listing Rules, Codes and Guidelines), 
across 25 countries globally. With a particular focus on 
Asia Pacific compared to other regions, the study also 
provides insights into the maturity of  corporate governance 
across key economic zones such as the Association of  
Southeast Asian Nations (ASEAN) (which represents 
approximately 9% of  the world’s population and has a 
combined nominal GDP of  more than US$2.3 trillion) 
and the BRICS nations (Brazil, Russia, India, China and 
South Africa) (which represents approximately 43% of  the 
world population and has a combined nominal GDP of  
approximately US$15.6 trillion).

The Organisation for Economic Cooperation and 
Development’s (OECD) Principles of  Corporate Governance 
2004 (first introduced in 1999) provided a solid platform for 
raising awareness of  key corporate governance principles.

Many countries, developing countries in particular, 
have leveraged on the OECD Principles in drawing up 
principles-based corporate governance codes (CG Codes) 
to build and enhance corporate governance standards 
beyond the minimum basic legal requirements. However, 
in recognition that the world of  corporate governance has 
changed in the past decade, the OECD has commenced 
a review to validate the existing OECD Principles (see 
pages 40-41). The study used the OECD Principles as a 
base along with emerging better practices in corporate 
governance to assist in identifying rates of  adoption of  
OECD Principles and better practices.

It is worthwhile noting that the world of  corporate 
governance requirements is complex, voluminous and 
constantly changing. Since commencing this study in 
2013, Australia, India, Russia and more recently the UK 
have released revised corporate governance requirements.

T
he ability of companies to create sustainable 
value for their stakeholders is becoming complex 
and challenging. Information is disseminated 
instantaneously but risks still arise with great velocity 

and force. Business technology evolves exponentially, making 
multi-jurisdictional businesses the norm. Stakeholders are 
becoming more active and demanding greater accountability 
from companies. In order to sustain growth in corporate 
performance, corporate boards need to become effective 
in leading, directing and nurturing a culture of ethics and 
responsible business management.

Policy makers are now focusing towards corporate 
governance as a critical component in supporting boards 
and management to navigate uncertainty and deliver long-
term value to shareholders and stakeholders.

Global markets have learnt harsh lessons during the Asian 
Financial Crisis of  1997 and the Global Financial Crisis of  
2008. Poor corporate governance has been cited as a key 
contributing factor in corporate collapses and large-scale 
financial crises. In particular, concerns regarding the role of  
the board, ethical values, boardroom diversity and skillsets, 
independence, remuneration structures, risk governance 
and integrity of  financial statements were highlighted as 
significant deficiencies.

As a result, regulators and policy makers often embark 
on lessons learned to identify whether the existing corporate 
governance landscape within their country is sufficient. 
But knowing what and how much to prescribe/mandate 
as opposed to deploying principles or better practice 
guidelines to generate an improvement in levels of  adoption 
of  corporate governance requirements is challenging. It is 
a unique decision-making process within each country due 
to political, economic, legal, social and cultural factors 
influencing the content, nature and speed of  change.

Given the diversity of  approaches adopted by countries 
in capturing corporate governance requirements, it is 
difficult for key stakeholders such as regulators, directors, 
practitioners and management to quickly and easily 
identify the similarities and differences between country 
requirements. This is particularly relevant for directors 
sitting on multi-jurisdictional boards. ACCA Singapore 
and KPMG in Singapore set out to undertake a study 
to identify how countries specify and define corporate 
governance requirements. Focused on capturing and 
analysing the characteristics of  corporate governance 
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Leading countries (in particular, the UK) continue to raise 
the bar in corporate governance standards. Measuring board 
diversity, increasing institutional investor stewardship, aligning 
reward with sustained creation of  value and increasing 
transparency of  risk governance and going concern matters 
are key developments. Countries globally must continuously 
review and assess the appropriateness of  the instruments and 
requirements within their corporate governance landscape to 
drive the desired behaviours and outcomes.

The study has identified the following key findings:

* CG Codes provide clarity but are not a ‘one-stop shop’ for 
CG requirements as additional requirements exist in other 
instruments. The nature and interaction of  instruments 
within a country’s corporate governance landscape is not 
always clear and takes time to analyse

* External events (such as corporate collapses, financial 
system crises and regulatory change) are a catalyst 
for change in corporate governance requirements, 
although some countries have not kept pace with 
critical developments

* Developed countries have more corporate governance 
instruments in place (on average six instruments) 
compared to developing countries (on average three). 
While multiple instruments are helpful to reinforce and 
clarify requirements, they can also lead to inconsistencies 
in requirements, creating confusion for stakeholders

* The most mature areas of  corporate governance are those 
that are embedded in the OECD Principles 2004 and that 
have received widespread recognition as being critical 
components of  strong corporate governance frameworks 
(including Audit Committee & Financial Integrity, 
Remuneration Committee, director independence and the 
role of  the board)

* The least mature areas of  corporate governance are 
those that have recently been found to enhance corporate 
governance effectiveness and are not fully reflected 
in OECD Principles (including board diversity, risk 
governance and stakeholder engagement)

* Economic development (associated with GDP per capita) is 
linked to corporate governance maturity (with the corporate 
governance requirements identified as the most mature 
existing in UK, US, Singapore and Australia). India, Russia 
and Malaysia have relatively mature corporate governance 
requirements for developing countries. Given the growth 
predictions and commitment to ASEAN coming together 
as an economic community by 2015, ASEAN displays the 
greatest divergence in corporate governance maturity levels 
and requires commitment and support to improve and/or 
better support current instruments/requirements.

While decisions to develop, define and enforce corporate 
governance requirements within particular countries are 
unique to the political, legal, economic, social and cultural 
norms within each country and there is no ‘one-size-fits-
all’, there is value in continuing to capture internationally 
recognised standards of  corporate governance.

Good timing
Revising the OECD Principles is timely and much needed. 
The ASEAN Corporate Governance Scorecard (developed by 
the ASEAN Capital Markets Forum and supported by the Asian 
Development Bank) will also continue to raise awareness and 
provide support to ASEAN nations in improving standards. The 
key areas requiring more attention relate to risk governance, 
board diversity, assurance, stakeholder engagement 
(particularly institutional investor stewardship) and aligning 
remuneration with risk, performance and going concern.

For corporate governance standards to adapt to changing 
business environments, more awareness of  requirements 
must be shared, along with the lessons from each country, 
geographic region and economic zone regarding their journey 
to achieving their corporate governance landscape. Only then 
can the future state be clearly assessed with a roadmap to 
optimise the instruments used and requirements endorsed. ■

Irving Low, partner, head of risk consulting, KPMG in 
Singapore. The ACCA/KPMG report, Balancing corporate 
governance rules and flexibility: a study of requirements 
across 25 markets will be made available on the ACCA 
website and also on KPMG in Singapore’s website
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FOR MORE INFORMATION:

www.talentspace.co.uk

@robyeung

TALENT DOCTOR: NETWORKING 
How much networking have you done recently? I’m 
sure you’ve heard the importance of building a web of 
relationships with colleagues across your organisation 
as well as business associates in other organisations 
too. I’ve even written about the value of networking in 
a past column in this publication.

But in my experience, many people treat the idea of  
networking as something they’d like to do if  only they had 
the time. As a result, they don’t get around to doing it.

Perhaps some data collected by business and 
economics researchers Hans-Georg Wolff  and Klaus 
Moser may give you an incentive to do more of  it. The 
collaborators asked several hundred employees across 
different organisations to complete a questionnaire 
measuring their networking efforts. The diligent 
investigators kept track of  these employees for three years 
and found that networking was significantly correlated 
with salary growth. Putting it another way, employees who 
networked more saw their salaries grow the fastest.

If  that sounds enticing, you could try this exercise 
which I’ve introduced to many executives in both one-
to-one coaching sessions and leadership development 
workshops. Aim to set up at least one meeting a week 
that has nothing to do with your current tasks or projects.

If  you work within a large organisation, look at an 
organisation chart and identify someone in a department 
about which you know relatively little. Ask colleagues for 
an introduction into that department or try using your 
internal directories or intranet to find someone’s name.

Then approach the individual and explain that you’d 
like to understand more about what they do in that part 
of  the organisation. Ask for just 30 minutes of  their time.  
People may sometimes say no to your request, but often 
will say yes. And that gives you an invaluable opportunity 
to not only learn more about the activities within your 
organisation but also meet a new contact.

Forging relationships with new people is clearly an 
important part of  networking, but I also recommend 
spending roughly two to three times as long maintaining 
the relationships you already have. Why?

The study by Wolff  and Moser found that maintaining 
contacts was a bigger predictor of  salary growth than 
making new contacts. The researchers warn: ‘A strong 
focus on building contacts may lead to many superficial 
contacts, but may prevent individuals from establishing 
relations with a minimum amount of  trust that is 
necessary to obtain resources from these contacts.’

In other words, having many shallow relationships 
may be of  little use. So delve regularly into your address 

book to catch up with lapsed contacts, too. Prepare 
some open-ended questions beforehand to make sure 
that conversations flow easily. What are they currently 
working on? What are their goals and aspirations over the 
coming months?  And what problems or issues are they 
dealing with that you – or someone you know – might be 
able to help them with?

Think of  networking as an opportunity to hear 
industry news, gain fresh perspectives, learn about new 
tools and understand the bigger issues going on around 
you. And incidentally, you may earn more, too. ■

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

Career boost
Talent doctor Rob Yeung reveals how effective networking practices can put more money 
in the bank. Plus, planning for business trips, and the fi ve biggest CV gaffes
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THE PERFECT: BUSINESS TRIP
Business travel, for the uninitiated, is a career milestone, a 
signifier of seniority, importance, success! Yet the reality is that it 
is a short-lived novelty that can quickly become a curse, breaking 
the will of the well intentioned and seeding career disillusion. 

There are highly uninspiring YouTube videos that teach how to 
dress on a trip and even how to pack a bag (phew!). Then there are 
the amateurish public service videos from Luxembourg that portray 
a film noir world of  corporate espionage, replete with travelling 
dupes and spies – be afraid business people, be very afraid… 
Luxembourg is mildly threatening. 

Coming to the rescue is technology. The future of  business travel 
will be streamlined by mobile apps that smooth the A to Z of  your 
trip. Apps will alert you when it’s time to leave and plan the trip to 
the airport; they will fast-track your check-in and boarding; they will 
automatically add the food you eat on trips to your expense report; 
and they will programme your hire cars with your favourite radio 
stations. Your hotel rooms will open at the behest of  your phone, 
while taxis tracking the device will be waiting for you at the airport 
or a hotel lobby. You will, though, still have to pack your own bag.

Susan Byron got her finance grounding in small and 
mid-tier practices, before moving into industry and 
taking financial controller, analyst and management 
appointments with eye-watering budgets in companies 
such as Zurich and Vodafone, and all in under a decade. 

‘It was in these later roles that I really grew in 
confidence,’ says Byron. ‘Sometimes, you just have to 
be thrown in at the deep end to know you can do it. 
Developing that confidence was the turning point; your 
role and perceptions move from those of  an accountant 
to those of  a business professional.’

However, she still takes pleasure in a core accounting 
skill: ‘There are moments of  real satisfaction when 
significant cost savings have been made, or you’ve ironed 
out a problem in the management accounts,’ she says. 
‘I’m also proud of  having 100% first-time passes, and 
high marks in most ACCA papers, especially as I was 
doing up to six exams a year.’

Her tips on work-life balance

* Hobbies should be genuinely diverting, so you don’t 
think back to work on the weekends. I’ve found rock 
climbing, painting and 
running great options.

* Remember that your time 
in work is worth a lot, so 
make the most of  it and 
don’t let things of  little 
importance consume 
time unnecessarily.

* Plan ahead for what 
you want your next role 
to be. There may be 
secondments, people you 
can talk to or training 
opportunities that will 
help make it happen.

Resources. ‘Financial teams 
are increasingly relied upon 
to translate the numbers 
into actionable information 
for organisational decision-
making. This demand 
will only accelerate as 
companies tap into greater 
volumes of  information.’

CV BY GOOGLE
Google HR chief  Laszlo Bock 
has been penning CV blogs 
for LinkedIn. 

DIG YOUR DATA
A survey by Robert Half  in 
Canada found that 63% of  
CFOs think that expertise 
in business analytics is a 
requirement for accounting 
and finance staff. 

‘The ability to translate 
key data trends to provide 
fact-based insights is now 
an essential skill expected 
of  the industry,’ said David 
King, Canadian president of  
Robert Half  Management 

His first listed the five 
biggest mistakes he had 
found on CVs, and this is by 
a man who has, believably, 
personally reviewed over 
20,000, so listen and learn: 

* Typos. Obvious but also 
very common – no excuse, 
no typos. 

* Length. Make it no 
more than two pages, 
with punchy, prioritised 
achievements. 

* Formatting. Keep it simple 

– 10pt font, half-inch 
margins, white paper, 
black ink. 

* Confidentiality. Don’t give 
away employer secrets 

* Lies. Don’t tell any – you 
will get found out. ■

This page is compiled and 
edited by Neil Johnson

FOR MORE INFORMATION:

www.accacareers.com
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45CAREERS | INSIGHT

ACCOUNTING AND BUSINESS

www.accacareers.com


particularly hard as it was 
Branson’s first business.

One of  his first signings 
to Virgin was the punk 
band Sex Pistols, who he 
heard playing in a club. He 
immediately tried to sign 
them but they were already 
on EMI’s books. Fortuitously, 
they then appeared on a TV 
news programme hosted by 
a namesake of  mine, Bill 

Grundy. The interview ended 
in a flurry of  expletives 
when Bill became overly 
forward with one of  their 
entourage, punk musician 
Siouxsie Sioux; soon after, 
EMI dropped the band and, 
after a brief  stint with A&M 
Records, they finally signed 
up with Branson. And so 

Many years ago I wrote 
a digest for accountants 
called Breaking up is 
hard to do. In many ways, 
breakups are as hard for 
businesses to execute as 
they are for people. They 
are emotional affairs and 
need managing not just at a 
strategic and financial level, 
but also at a political and 
emotional level too.

So who, if  anyone, has 
been good at divestment? 
Richard Branson, for one. He 
split off  and sold his music 
business Virgin Records as 
well as Virgin Megastore. In 
both cases, his timing was 
impeccable – particularly 
with Virgin Records, an 
exit which must have been 

Virgin Group, more or less, 
was born. 

It must have been like 
tearing his own heart out 
selling that business. But 
Branson is famous not 
only for his passion for 
starting new businesses 
but also for his dispassion 
when it comes to selling 
old ones nearing the end 
of  their shelf  life. 

Before divesting, you 
should take these steps:

* Do a portfolio analysis 
of  the business and 
identify possible 
candidates for disposal.

* Consider what the 
options might be for 
turnaround with a 
cunning plan.

*  Consider the disposal 
options.

*  Evaluate all these 
options.

Portfolio analysis
To analyse the business, 
it is useful to split it up 
into different business 
units. Each of  these can 
be analysed according 
to its inherent market 
attractiveness and 
competitive position.

Inherent market 
attractiveness is 
a combination of  
environmental analysis 
– ie the PEST (political, 
economic, social and 
technological) factors – plus 
market growth drivers and 
the competitive forces of  
buyer power, entry barriers, 
substitutes, rivalry and 
supplier power.

Competitive position 
requires you to think about 
areas such as relative 
market share, brand 
awareness, customer 
service, perceived value 
for money, relative cost 
structure, innovation, skills 
and systems.

These two dimensions 
can be represented on a 
simple three-by-three matrix 
known as the ‘GE grid’ 
(after General Electric), with 
‘market attractiveness’ on 
the vertical axis and ‘relative 
competitive position’ on the 
horizontal. Any business 
in the most extreme 
quadrant of  low market 
attractiveness and weak 
relative competitive position 
is an obvious candidate for 
divestment.

In addition, you might 
pinpoint candidates that 
have a strong competitive 

Ready to split?
In the last of his series on international business, Tony Grundy 
looks at the options available for the divestment of a business

▼ we got the punk
Signing the notorious Sex Pistols in 1977 took Virgin Records 
in at the punk ground floor, and Richard Branson sold the 
label 15 years later for a reported US$1bn

46 InsIght | management and stRategy

accountIng and BusIness

CpD
get verifiable cPd units 
by answering questions 
on this article at:  
www.accaglobal.com/abcpd

www.accaglobal.com/abcpd


position but where the 
market attractiveness is 
about to head south on the 
grid – ie where the market 
attractiveness may well 
decline over the next few 
years, but this may not be 
so evident at that point to 
a buyer of  the business.

Finally, businesses 
that are strong on both 
market attractiveness and 
competitive position might 
attract a large premium. 

Turnaround options
Where a business is in poor 
shape, then you should still 
spend at least some time 
seeing what possible steps 

can be taken before casting 
the business into new 
ownership. Not only may 
this preliminary exercise 
suggest that disposal is 
not actually necessary but 
it will also strengthen your 
bargaining power in getting 
a good price for it. The more 
options that you have, the 
more bargaining power you 
will have. 

One example of  this was 
when a friend of  mine was 
CEO of  a chain of  health 
clubs. One of  his clubs was 
located in Bristol. It had 
negative earnings before 
interest, tax, depreciation 
and amortisation, and 
while it was not a very 
big cashflow drain it was 
something of  a sore. We 
got talking about Bristol and 
he said that he was thinking 
of  selling it.

‘But John,’ I said, ‘it’s 
not like you to admit defeat. 
What possible different 
business models might save 
the business? What could be 
done if  you started playing 
with the key value drivers, 

such as volumes, pricing, 
margins, member acquisition 
costs, costs of  member 
attrition and operating costs 
per member?’

I also challenged the 
cost base on the grounds 
that at the health club I was 
a member of, I found that 
the staff  could sometimes 
get in the way and stop 
me from having a great 
experience. I suggested that 
he consider getting rid of  
almost all the staff. This 
and his thoughts on using 
lower price to leverage much 
higher volumes became 
further ingredients of  a very 
different business model. 

Bristol became a big 
success and John was able 
to replicate that model 
initially in new sites, then 
by franchise and finally by 
rebranding his old clubs 
and transforming his 
business model, which is 
now copied by others. 

An interesting story? 
Yes, as without those ideas 
being generated and then 
evaluated on a napkin, that 
business might not be with 
us today. 

Turnaround might not 
always come off, but it is 
worthwhile trying first by 
looking at the business from 
fresh and novel perspectives.

Sometimes a business 
is in such a poor shape 
that it is simply unrealistic 
to conceive of  a viable 
disposal, let alone a sale. 

I once had as a client 
a distributor of  electronic 
games that was losing more 
than 10% of  its turnover. On 
the GE grid we positioned 
it in the worst cell. The 
incumbent management 
could not come up with 

▌▌▌Your goal is to maximise the premium 
relative to Your own uplifted plans rather than 
current share price or steadY-state projections

a single option to turn it 
around; they appeared 
depressed, dispirited and to 
have given up – a big part 
of  the problem. It was losing 
so much that the solution 
was a no-brainer. 

As the cost of  closure 
wasn’t that enormous I 
challenged the group CEO 
and FD: ‘I will bet that the 
payback period on closure 
is 12 to 18 months. I 
also bet that you are too 
embarrassed to admit this 
venture was a mistake. Just 
tell the shareholders you 
have done a strategic review 
and you are now boldly and 
in a mature way biting the 

bullet.’ The business was 
subsequently closed. 

Disposal strategies
The next step is to think of  
disposal strategies. These 
break down into what to 
dispose of, how, to whom 
and when.

There is a huge variety 
of  variables to explore here. 
For instance, you might 
dispose of  all or part of  the 
business, especially where 
there are brands – different 
brands may be worth more 
to different buyers.

Alternatively, you might 
look at a trade sale, disposal 
to a private equity company 
or flotation. While disposals 
are often associated with a 
weaker business (one in a 
poorer position on the GE 
grid), this is not necessarily 
the case and you may have 

one that is simply worth 
more to another corporate 
buyer. When Virgin sold its 
music business, this was 
probably in the very best 
and top cell of  the grid. 

If  a trade sale is 
contemplated, you would 
identify the different type of  
buyer and assess the kind 
of  value the business might 
bring to them, then model 
that through economic value 
analysis, as covered in my 
second series of  articles. 

Also develop your own 
strategic plan and put 
a similar value on that; 
you can then argue that 
much of  the value another 
owner could harvest would 
come out anyway in your 
business plan. Your goal is 
to maximise the premium 
relative to your own uplifted 
plans rather than current 
share price or steady-state 
projections.

Option evaluation
In the very last stage of  
the four-step divestment 
process, you list the 
options and sub-options 
for turnaround, closure 
and disposal. Split the 
sub-options between, for 
example, who to sell to and 
how, and then evaluate on 
the basis of:

* strategic attractiveness

* financial attractiveness

* implementation difficulty

* uncertainty and risk

* stakeholder acceptability.
Follow these steps faithfully, 
and you may find yourself  
in Branson’s league when it 
comes to divestments. ■

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

For more inFormaTion:

www.tonygrundy.com

For previous Tony Grundy articles on strategy and 
management theories, visit www.accaglobal.com/abcpd
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outset that its stretch target 
might not be achievable with 
existing resources. Bonuses 
would not be pegged against 
the lowered threshold. 
Early communication 
of  the performance gap 
enables the board to think 
strategically about how to 
close the gap.

A quarterly process
Rolling planning should 
involve budget-holders in 
updates four times a year. 
The goal is for them to buy 
into the targets they will 
report against and accept 
the new funding level. 

Monthly forecasting is too 
costly and creates ‘number 
noise’. The benefits are only 
worth the effort if  there 
are large fluctuations in the 
major drivers – an airline, 
for example, would adjust 
monthly for passenger 
numbers and fuel costs.

All budget holders should 
be able to enter data into 
the planning tool (last 
month’s article explains why 
Excel is not appropriate). 
Training and adequate 
support from the in-house 
forecaster experts is needed, 
and you should have 
sufficient licences for budget 
holders to enter data during 
a two/three-day window.

The one sure thing about 
annual planning is that 
it will be wrong – its 
underlying assumptions 
have been flawed since Luca 
Pacioli invented double-
entry bookkeeping in 1494. 
This article completes 
my look at the foundation 
stones of rolling planning, 
a more useful alternative.

Be realistic
It is vital to generate realistic 
forecasts rather than what 
the board wants to hear. The 
board might want a 20% 
growth in net profit, yet 
management might think 
only 10% is achievable with 
existing products, customers 
and capacity constraints. 

If  the forecasting team 
reports what the board 
wants to hear, the graph 
below shows what happens: 
only in the final quarter does 
the truth become clear, with 
a year-end performance 
below expectations. The 
annual plan, prepared in 
March for the year-start in 
July, matches the stretch 
target and subsequent 
forecasts in June, September 
and December to keep up 
the charade. In reality, the 
truth was always a shortfall.

Better practice is for 
the board to accept at the 

Roll model
In this latest article on rolling planning, 
David Parmenter fi nishes the foundation work

Wisdom of  the crowd 
Involving a ‘crowd’ in 
forecasting revenue can have 
a major positive impact on 
the process:

* A great deal of  trend 
information – unsold 
products piling up, 
products being returned, 
customer feedback – is 
noted in the workplace.

* Groups are less 
motivated to forecast 
what management 
wants to see.

* A small group of  
forecasters can process 
only a tiny fraction of  
the information available, 
whereas a crowd can take 

in an almost unlimited 
‘harvest of  data’.

* Experts tend to have an 
optimism bias. 

Other stones to lay 
The forecasting model should 
be built in-house, the forecast 
should go beyond year-end, 
monthly targets should be 
set only a quarter ahead, and 
the forecast should be based 
around key drivers and built 
in a planning application – 
not in a spreadsheet. ■

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

1 Draw up a forecasting and planning protocol based 
on the foundation stones covered in these articles.

2 Read Delusions of success – how optimism 
undermines executives’ decisions in Harvard Business 
Review, July 2003.

3 Access my website at www.davidparmenter.com for 
more useful information.

4 Email me at parmenter@waymark.co.nz for details 
of  how to do a quarterly update in five days.

5 Use the wisdom of  the crowd to forecast revenue.

NEXT STEPS

▲ STRENGTH IN NUMBERS
Involving the workplace crowd in your planning and 
forecasting process can have a big positive impact

HIDING THE PERFORMANCE GAP
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In July, the International 
Accounting Standards 
Board (IASB) completed its 
response to the financial 
crisis by issuing the final 
version of IFRS 9, Financial 
Instruments. IFRS 9 sets out 
a model for classification 
and measurement, an 
‘expected loss’ impairment 
model and a transformed 
approach to hedge 
accounting. The IASB had 
previously issued versions 
of IFRS 9 that introduced 
new classification and 
measurement requirements 
in 2009 and 2010 and 
a new hedge accounting 
model in 2013.  

The latest publication 
consolidates the previous 
versions of  the standard, 
and replaces IAS 39, 
Financial Instruments: 
Recognition and Measurement. 
It also changes some of  
the requirements of  the 
previous publications. IFRS 
9 is effective for annual 
periods beginning on or 
after 1 January 2018. 

Classification determines 
how financial assets and 
financial liabilities are 
accounted for and measured 
in financial statements. The 
requirements for impairment 
and hedge accounting are 
based upon the instruments 
classification. 

The standard introduces 
a principle-based system 
for the classification and 
measurement of  financial 
assets, which depends upon 
the entity’s business model 
for managing the financial 
asset and the financial 
asset’s contractual cashflow 
characteristics. 

IFRS 9 utilises a single 
classification approach 

business model, an entity 
should consider past and 
future sales information. 

If  an entity holds financial 
assets for sale, then it will fail 
the business model test for 
accounting for the financial 
assets at amortised cost. 
However, sales activity is 
not necessarily inconsistent 
with the business model 
if  they are infrequent and 
insignificant in value but, 
where these sales are 
frequent and significant 
in value, an entity needs 
to assess whether such 
sales are consistent with 
an objective of  collecting 
contractual cashflows. 

The sales may be 
consistent with that objective 
if  they ‘are made close to 
the maturity of  the financial 
assets and the proceeds from 

the sales approximate the 
collection of  the remaining 
contractual cashflows’. 

For many entities, the 
assessment will be relatively 
straightforward, as their 
financial assets may be 
simply trade receivables and 
bank deposits for which the 
amortised cost criteria are 
likely to be met. For those 
entities with a broader range 
of  financial assets such as 
investors in debt securities, 
and insurance companies, 
the motivations behind the 
disposal of  the assets will 
have to be considered. 

IFRS 9 includes a new 
measurement category 
whereby financial assets 
are measured at fair value 
through other comprehensive 
income (FVTOCI). 

This category is used » 

IFRS 9 – the final version
Putting the IFRS 9 requirements – which will affect all sectors, but 
mostly banks – into practice will be a challenge, says Graham Holt

▌▌▌IFRS 9 UTILISES A SINGLE CLASSIFICATION APPROACH 
FOR ALL TYPES OF FINANCIAL ASSETS, WHICH INCLUDES 
THOSE THAT CONTAIN EMBEDDED DERIVATIVE FEATURES

for all types of  financial 
assets, which includes those 
that contain embedded 
derivative features. Financial 
assets are now not subject 
to complicated bifurcation 
requirements.

The business model 
approach refers to how an 
entity manages its financial 
assets in order to generate 
cashflows either by collecting 
contractual cashflows, 
selling financial assets or 
both. Financial assets are 
measured at amortised cost, 
where the business model’s 
objective is to hold assets in 
order to collect contractual 
cashflows. The new standard 
clarifies the existing 
guidance on the collection 
of  the assets’ contractual 
cashflows. When determining 
the applicability of  this 
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when financial assets are held 
in a business model whose 
objective is both collecting 
contractual cashflows and 
selling financial assets. 
Unlike the available-for-sale 
criteria in IAS 39, the criteria 
for measuring at FVTOCI are 
based on the financial asset’s 
cashflow characteristics and 
the entity’s business model. 

This business model will 
involve a greater frequency 
and volume of  sales with 
the possible objectives 
of  managing liquidity or 
matching the duration of  
financial liabilities to the 
duration of  the assets they 
are funding. 

This category was 
introduced because of  the 
concerns raised by preparers 
who sold financial assets 
in greater volume than was 
consistent with the previous 
business model and would, 
without this category, have 
to record such assets at fair 

value through profit or loss. 
(FVTPL).

Financial assets may 
qualify for amortised cost 
or FVOCI only if  they give 
rise to ‘solely payments 
of  principal and interest’ 
(SPPI) under the contractual 
cashflows characteristics 
test. Many instruments 
have features that are 
not in line with the SPPI 
condition. IFRS 9 makes it 
clear that such features are 
disregarded if  they are ‘non-
genuine’ or ‘de minimis’. 

IFRS 9 now provides 
more guidance on SPPI. For 
contractual cashflows to 
be SPPI, they must include 
returns that are consistent 
with the return on a basic 
lending arrangement to 
the holder, which generally 

financial assets that is based 
on expected losses rather 
than incurred losses. It 
applies to amortised-cost 
financial assets and those 
categorised as FVTOCI. It 
also applies to certain loan 
commitments, financial 
guarantees, lease receivables 
and contract assets. An 
entity recognises expected 
credit losses at all times and 
updates the assessment at 
each reporting date to reflect 
any changes in the credit 
risk. It is no longer necessary 
for there to be a trigger 
event for credit losses to be 
recognised and the same 
impairment model is used 
for all financial instruments 
that are impairment tested.

Other than purchased or 
originated credit-impaired 
financial assets, IFRS 9 
requires entities to measure 
expected credit losses by 
recognising a loss allowance 
equal to either:
A 12-month expected credit 

losses. This measurement 

includes consideration for the 
time value of  money, credit 
risk, liquidity risk, a profit 
margin and consideration 
for costs associated with 
holding the financial asset 
over time such as servicing 
costs. Thus if  the contractual 
arrangement includes a 
return for equity price 
risk, then this would be 
inconsistent with SPPI.

IFRS 9 introduces 
guidance on how the 
contractual cashflows 
characteristics assessment 
applies to debt instruments 
that may contain a modified 
time value element; for 
example, those instruments 
that may contain a variable 
interest rate. 

These characteristics will 
result in an instrument failing 
the contractual cashflow 
characteristics test if  the 
resulting undiscounted 
contractual cashflows could 
be ‘significantly different’ 

from the undiscounted 
cashflows of  a benchmark 
instrument that does not 
have such features. 

Interest rates set by a 
government or a regulatory 
authority are accepted as a 
proxy for the consideration 
for the time value of  money 
if  those rates provide 
consideration that is 
‘broadly consistent with 
consideration for the passage 
of  time’. Such cashflows 
are considered SPPI as long 
as they do not introduce 
risk or volatility, which is 
inconsistent with a basic 
lending arrangement.

Any financial assets 
not held in one of  the two 
business models above 
are measured at FVTPL, 
which is essentially a 

residual category. Also 
included in this category 
are financial assets that are 
held for trading and those 
managed on a fair-value 
basis. Financial assets are 
reclassified when the entity’s 
business model for managing 
them changes. This is not 
expected to occur frequently 
and it ensures that users 
of  financial statements are 
provided with information on 
the realisation of  cashflows.

IAS 39 was felt to 
work well as regards the 
accounting for financial 
liabilities; therefore the 
IASB felt there was 
little need for change. 
Thus most financial 
liabilities will continue 
to be measured at 
amortised cost. IAS 39 
also permitted entities 
to elect to measure 
financial liabilities at fair 
value through profit or loss 
(fair-value option). 

The changes introduced 
by IFRS 9 are restricted to 
those liabilities designated 
at FVTPL using the fair-value 
option. Fair-value changes 
of  these financial liabilities 
are presented in other 
comprehensive income to 
the extent that they are 
attributable to the change 
in the entity’s own credit 
risk. If  this would cause an 
accounting mismatch, then 
the total fair-value change is 
presented in profit or loss. 

This change is designed 
to eliminate volatility in 
profit or loss caused by 
changes in the credit risk 
of  financial liabilities that 
an entity has elected to 
measure at fair value.

IFRS 9 introduces an 
impairment model for 

▌▌▌FOR CONTRACTUAL CASHFLOWS TO BE SPPI, THEY 
MUST INCLUDE RETURNS THAT ARE CONSISTENT WITH 
THE RETURN ON A BASIC LENDING ARRANGEMENT 
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is required if  the credit 
risk is low at the reporting 
date or the credit risk has 
not increased significantly 
since initial recognition.

B Full lifetime expected 
credit losses. This 
measurement is required 
if  the credit risk has 
risen significantly since 
recognition and the 
resulting credit quality 
is not considered to 
be low credit risk. 
Entities can elect for 
an accounting policy of  
always recognising full 
lifetime expected losses 
for contract assets, 
trade receivables, and 
lease receivables. When 
measuring expected credit 
losses, an entity should 
consider the probability-
weighted outcome, the 
time value of  money 
and information that is 
available without undue 
cost or effort.

IFRS 9 introduces a 
reformed model for hedge 

* the effect of  credit risk 
does not dominate the 
value changes that result 
from that relationship

* the hedge ratio of  the 
hedging relationship is 
the same as that used in 
the economic hedge. 

IFRS 9 will affect all sectors 
through the introduction of  
an expected loss model for 
loan loss provisioning, but 
will impact mostly on banks. 
It should give investors 
better insight into the credit 
quality of  all financial 
assets. Putting the new 
requirements into practice by 
the effective date, however, 
will be quite a challenge. ■

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

FOR MORE INFORMATION:

www.ifrs.org  

accounting with enhanced 
disclosures about risk 
management activity. 
Under IFRS 9, a hedging 
relationship qualifies for 
hedge accounting only if  all 
of  these criteria are met:

* the hedging relationship 
consists only of  eligible 
hedging instruments and 
eligible hedged items

* at its inception there is 
formal designation and 
documentation of  the 
hedging relationship 
and the entity’s risk 
management objective 
and strategy for 
undertaking the hedge

* the relationship meets all 
of  the hedge effectiveness 
requirements. 

The hedge relationship 
must meet the effectiveness 
criteria at the beginning 
of  each hedged period to 
qualify for hedge accounting:

* there is an economic 
relationship between 
the hedged item and the 
hedging instrument
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and reporting obligations 
proposed for Singapore-
based financial institutions; 
and a draft FATCA e-tax 
guide. See tinyurl.com/
FATCA-compliance

data-sharing mou
The Australian Securities and 
Investments Commission 
and the Monetary Authority 
of  Singapore (MAS) have 
agreed a memorandum 
of  understanding to 
allow both jurisdictions’ 
trade repositories to 
share derivatives trade 
data. This would include 
private information, but 
the agreements say that 
confidentiality will be 
protected. Any public 
disclosure of  this information 
must be approved by the 
source country’s trade 
repository. See tinyurl.com/
derivatives-MOU

retail bond reforms
The MAS and the Singapore 
Exchange have proposed 
reforms that would facilitate 
bond offerings to retail 
investors. These would 
enable them to purchase 
bonds initially offered 
by eligible issuers to 
institutional and accredited 
investors, after these bonds 
have been listed for six 
months (seasoned bonds). 
These issuers would also 
be able to sell additional 
bonds to retail investors 
without issuing a prospectus 
on the same terms. See 
tinyurl.com/bond-facilitation

acra repeals act
The Accounting and 
Corporate Regulatory 
Authority (ACRA) of  
Singapore has released 

singapore

double taxation deals
New avoidance of  double 
taxation agreements 
struck by Singapore with 
the Czech Republic and 
Kazakhstan came into 
force on 12 September. 
The deals incorporate the 
internationally agreed 
standard on the exchange 
of  information promoted 
by the Organisation for 
Economic Cooperation and 
Development. The agreement 
with the Czech Republic also 
lowers royalty withholding 
tax rates levied by both 
jurisdictions on their citizens 
and companies. It also 
provides more favourable tax 
treatment for income from 
shipping and capital gains 
for trades and investment 
involving both jurisdictions. 
See tinyurl.com/sing-czech 
and tinyurl.com/sing-kazakh

fatca compliance
Accountants in Singapore 
are being consulted about 
proposed regulations to 
help financial institutions 
in Singapore comply with 
the US Foreign Account Tax 
Compliance Act (FATCA). 
With FATCA requiring 
financial institutions outside 
the US to declare financial 
accounts held by American 
taxpayers to the US Internal 
Revenue Service, Singapore’s 
finance ministry says it has 
‘substantially concluded’ a 
Model 1 Intergovernmental 
Agreement with the US 
over FATCA compliance. 
The finance ministry, the 
MAS and the Inland Revenue 
Authority of  Singapore are 
asking for comments on 
FATCA-related due diligence 

clarification notes on plans 
to repeal the city state’s 
Business Registration 
Act and replace it with a 
reformed Business Names 
Registration Act. The goal is 
to simplify the registration 
of  persons and their 
business names, cutting red 
tape. ACRA’s note explains 
who will be exempted from 
registration (for instance 
taxi drivers); procedures 
for restoring cancelled or 
ceased registrations; and 
the filing of  documents 
regarding registered 
persons. See tinyurl.com/
BNR-feedback

dta with rwanda
Singapore and Rwanda 
have signed an agreement 
for the avoidance of  
double taxation, which 
will clarify the taxing 
rights of  both countries’ 
governments on all income 
flows involving mutual 
trade and investment. 
The aim is to minimise 
double taxation, boosting 
Singapore-Rwanda business 
exchanges by improving 
taxation predictability. 
See tinyurl.com/rwanda-tax

hong Kong

stocK connect is live
An agreement has now been 
signed to create Shanghai-
Hong Kong Stock Connect, 
a scheme allowing investors 
to buy and sell shares 
on the Hong Kong Stock 
Exchange from the Shanghai 
exchange and vice versa. 
The agreement was signed 
by the Stock Exchange of  
Hong Kong and Hong Kong 
Securities Clearing Company, 
(wholly owned subsidiaries 

of  Hong Kong Exchanges 
and Clearing), the Shanghai 
Stock Exchange and China 
Securities Depository 
and Clearing Corporation 
(ChinaClear). The agreement 
clarifies mutual rights and 
responsibilities for trading, 
clearing, custody and market 
surveillance. See tinyurl.
com/stock-connect

cis listing rules
The Hong Kong Stock 
Exchange has also amended 
its listing rules regarding 
collective investment 
schemes (CIS) authorised 
by the special administrative 
region’s Securities & 
Futures Commission. 
The changes clarify the 
eligibility requirements of  
listing agents handling a 
listing application on behalf  
of  a new CIS applicant; 
streamlines application 
procedures for such 
applicants; and clarifies 
procedures for listing 
additional interests in a 
close-ended CIS post-listing. 
See tinyurl.com/cis-listing

mainland china

tax relief for smes
Micro and small enterprises 
with monthly sales under 
Chinese yuan renminbi 
CNY30,000 (US$4,809) 
can be spared from value-
added taxes and business 
taxes, according to China’s 
State Administration of  
Taxation. Previously, the 
threshold was CNY20,000 
(US$3,206). The new policy, 
taking effect from 1 October 
2014 to 3 December 
2015, aims to stabilise 
the domestic job market 
and stimulate innovation. 

Technical update
A monthly round-up of the latest developments in financial reporting, audit,  
taxation, guidelines and agreements from across Asia Pacific
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The announcement stressed 
that micro and small 
enterprises are the driving 
force of  China development 
and an important source 
of  innovations. China has 
different definitions of  
micro and small enterprises, 
depending on the sector 
concerned. For example, 
for the retail industry, 
regulations define micro 
enterprises as those have 
fewer than 10 employees or 
revenues under CNY1 million 
(US$162,000). See tinyurl.
com/micro-relief

coal use disincentive
China’s State Council (its 
cabinet) has taken a policy 
decision to offer tax benefits 
to industries using fuel other 
than coal, to discourage its 
use on pollution grounds. 
Details of  the tax breaks are 
to be released later, but will 
be included in upcoming 
legislation. See tinyurl.com/
anti-coal-incentive

sat reforms feedback
China’s State Administration 
of  Taxation has released 
comments on the rollout 
of  reforms to the taxation 
assessment and approval 
system within China, 
ordered by the State 
Council in March 2013. 
While it generally agreed 
the changes had been 
positive, there was still work 
to be done, for instance 
strengthening tax credit 
management. See tinyurl.
com/SAT-feedback

malaysia

mia guidance on gst
The Malaysian Institute 
of  Accountants (MIA) has 
released advice on preparing 
for the introduction across 
Malaysia of  a goods and 
services tax (GST) on 1 April 
2015. It will replace the 
current sales and services 
tax (SST). See tinyurl.com/
GST-guidance

HKicpa cONcERN OVER aUDiT REFORMS
The Hong Kong Institute of Certified Public Accountants (HKICPA) has raised 
concerns that planned reforms to the oversight of Hong Kong auditors will concentrate 
too much power in one wing of the government’s Financial Reporting Council (FRC). 

In a formal response to the plans, the HKICPA has called for a separation between 
an investigative branch of  the FRC and a disciplinary committee, to boost fairness and 
due process. It has also raised concerns about planned maximum penalties for erring 
auditors being the greater of  Hong Kong dollars HK$10 million (US$1.2 million), or 
three times the amount of  profit gains or losses avoided by a listed entity auditor 
because of  an irregularity. This is too high for auditors, who are not market players, 
said the institute. It added that, should the FRC acquire authority to make regulatory 
decisions on technical and professional matters, council members should have 
adequate, skills and knowledge to exercise proper judgement. Otherwise they might 
just rubber-stamp proposals from investigators. See tinyurl.com/HKICPA-submission

consultation request
The MIA has also requested 
comments on draft guidance 
on the accounting of  
revenue from contracts with 
customers on residential 
property sales. See tinyurl.
com/MFRS15-residential

mfrs date dispensation
The Malaysian Accounting 
Standards Board (MASB) 
has announced that 
agricultural and real estate 
businesses can continue 
using the country’s national 
accounting standards 
for one year after private 
companies have to use 
the International Financial 
Reporting Standards 
(IFRS)-compliant 

Malaysian Financial 
Reporting Standards 
(MFRS). These become 
compulsory on 1 January 
2016, but the MASB has 
given farm and property 
businesses until 1 January 
2017, to take account of  
upcoming changes to IFRS 
being considered by the 
International Accounting 
Standards Board. The MASB 
has also released details of  
the MFRS that will apply to 
these sectors from 2017. See 
tinyurl.com/MASB-notice

bnm ombudsman plan
Malaysia’s central bank, 
Bank Negara Malaysia, 
has been consulting on 
suggestions to improve 

the working of  a planned 
Financial Ombudsman 
Scheme (FOS) to help 
consumers harmed by 
substandard financial 
services. The ombudsman 
scheme is to replace the 
current voluntary Financial 
Mediation Bureau (FMB) 
system, having been 
authorised by the Financial 
Services Act 2013 and 
Islamic Financial Services 
Act 2013. Then bank wants 
periodic independent 
reviews of  FOS, among other 
suggested improvements 
to the FOS’ planned model. 
tinyurl.com/BNM-FOS ■

Keith Nuthall and Wang 
Fangqing, journalists
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PURPOSE OF APPRAISAL

* Acquisitions

* Divestments

* Recapitalisations
Transactional

Financial
reporting

Legal
proceedings

* Purchase price allocation

* Employee stock option plans (ESOP)

* Minority oppression action

* Dissenting shareholders’ action

* Marital dissolution

being appraised must 
also be considered. As 
such, it is important to 
review documents such 
as memorandum and 
articles of  association, 
buy-sell agreements, etc, 
to understand the rights 
that a particular interest 
enjoys. These characteristics 
will affect the degree of  
marketability, which may 
have a significant impact on 
the final valuation.

Standards of  value
The word ‘value’ means 
different things to different 
people. Before attempting 
to value a business, one 
must fully understand the 
different standards of  value 
and decide at a definition of  
value that is appropriate to 
the specific circumstance. 
Different standards of  
value may result in a very 
different value. 

There are four main 
standards of  value:
1 Fair market value is defined 
as ‘the amount at which 
property would change 

Before embarking on 
the appraisal process, 
it is important to clearly 
define the basic elements 
of a business valuation 
assignment, which would 
normally include:

* Description of  the 
business, eg, name and 
type of  entity, country of  
incorporation, principal 
business activities, etc

* Purpose of  appraisal

* Interest to be appraised 
and specific ownership 
characteristic, namely 
control or minority and 
degree of  marketability

* Valuation date

* Applicable standard 
of  value

* Premise of  value, 
ie, going concern or 
liquidation value.

Some of  these points are 
discussed below.

Purpose of  appraisal
Businesses are valued 
for a variety of  reasons. 
The purposes for valuation 
can be broadly categorised 
as shown in the diagram.

Interest to be 
appraised
The types of  interest to be 
valued can vary from pure 
minority, less than 50% but 
have significant influence, 
50% or joint control, more 
than 50% but less than 
supermajority, more than 
supermajority but less than 
100% – and absolute control. 
This will dictate whether a 
control premium or discount 
for lack of  control is to 
be applied, which will be 
discussed later.

The individual ownership 
characteristic of  any 
interest in a company 

hands between a willing 
seller and a willing buyer 
when neither is acting under 
compulsion and when both 
have reasonable knowledge 
of  the relevant facts’.

This is the most widely 
recognised and accepted 
standard of  value related 
to business valuations. 
This standard is normally 
applied to divestment, 
dissenting shareholders’ 
action and marital 
dissolution situations.
2 Investment value is 
defined as ‘the specific 
value of  an investment to a 
particular investor or class of  
investors based on individual 
investment requirements’.

Investment value is the 
value to a particular investor, 
which reflects the particular 
and specific attributes of  
that investor. Hence, this 
standard is normally used 
for acquisitions.
3 Intrinsic value is based 
on fundamental analysis 
of  companies, particularly 
publicly traded companies. 
Under the intrinsic (also 

known as fundamental) 
value method, future 
dividends are derived from 
earnings forecasts and then 
discounted to the present, 
thereby establishing a 
present value for the stock. 

Others define intrinsic 
value as the ‘true’ or ‘real’ 
worth of  an item. This 
standard is not often applied 
to valuation of  private 
businesses.
4 Fair value for financial 
reporting has been the 
standard of  value recently. 
This is defined by SFRS 113 
Fair Value Measurement 
as ‘the price that would be 
received to sell an asset or 
paid to transfer a liability 
in an orderly transaction 
between market participants 
at the measurement date’.

It is important for 
an appraiser to look at 
SFRS 113 for guidance on 
deriving fair value under 
this standard. This standard 
of  value is applied to 
purchase price allocation 
(eg, fair value of  intangible 
assets) and employee stock 
options situations.

Obtaining and 
analysing data
After defining the valuation 
assignment, it is necessary 
to obtain and analyse 

Valuing a business
Ong Woon Pheng writes on the key considerations for appraising 
a business, the four main standards of value and valuing an interest
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data. Most engagements 
begin with the collection of  
internal data, ie, data about 
the subject business. 

Typically, this includes 
financial (eg, audited 
or unaudited financial 
statements, fixed-asset 
register, trade receivables 
and payables ageing 
summary, inventory listing, 
budgets or forecasts, related 
party transactions) and non-
financial (eg, memorandum 
and articles of  association, 
shareholders’ agreement, 
marketing literature, 
organisation chart, list of  
customers, suppliers and 
competitors) data.

Valuation is a forward-
looking concept. However, 
a company’s historical 
financial statements 
generally provide the 
most reliable information 
for estimating future 
performance. Usually, an 
analysis of  five years is 
considered sufficient 
(but it could be 
shorter or longer).

In order to reliably 
reflect the true operating 
performance of  a business, 
it may need to be adjusted. 
Thus, there is a need to 
present historical financial 
information on a normalised 
basis. The following 
are some examples of  
normalising adjustments:

* Non-operating items, eg, 
excess cash, antiques, 
quoted investments, 
investment properties

* Unusual and non-
recurring items, 
eg, gains/losses on 
sale of  assets, fire, 
flood, litigation and 
discontinued operations

* Changes in accounting 

policies, eg, change from 
FIFO (first in, first out) 
to weighted averaged, 
change in depreciation 
methods.

In the case of  a controlling 
interest valuation, control 
adjustments should be 
made. These include excess 
or deficit compensation 
and perquisites, and 
regularisation of  transactions 
involving related parties 
that are not at arm’s length, 
which is common among 
private companies.

Once the normalising and 
controlling (if  applicable) 
adjustments have been 

made, the appraiser could 
‘common-size’ the financial 
statements to identify 
trends. Ratio analysis 
is perhaps the most 
commonly used tool in 
financial analysis.

A sound appraisal 
of  a business must also 
consider historical, current 
and prospective economic 
and industry conditions. 
Such external data could 
include GDP growth, interest 
rate, exchange rates, 
population growth, size of  
industry, barriers to entry, 
etc. The appraiser should 
focus on data that have 
implications on the value of  
the subject business.

▌▌▌A COMPANY’S HISTORICAL FINANCIAL STATEMENTS 
GENERALLY PROVIDE THE MOST RELIABLE INFORMATION 
FOR ESTIMATING FUTURE PERFORMANCE

Valuation techniques
There are only three 
approaches to value a 
business, namely the 
income, market and asset 
approach. There are no 
other approaches to value. 
However, there could be 
numerous methods within 
each approach. All three 
approaches should be 
considered in each valuation. 
But, it is not common to 
use all three approaches 
in each valuation. 

Income approach
Perhaps the most widely 
recognised approach to 

valuing an interest in a 
business is the income 
approach. Within the 
income approach, the 
business appraisal 
profession recognises 
two methods, namely the 
discounted future economic 
income method and the 
capitalisation of  future 
economic income method. 
The former is commonly 
referred to as the discounted 
cashflow (DCF) method.

In valuing businesses, 
we generally think of  
future economic income as 
expected future cashflows – 
although at times, earnings 
may be used instead. 
Cashflows can be segregated 

into two groups: (1) cashflows 
to equity holders; or (2) 
cashflows to invested capital, 
ie, equity and debt holders.

There are several 
techniques by which to 
estimate future cashflows 
from historical data, including 
the simple average method, 
weighted average method, 
trend line-static method and 
formal projection method. 
The latter is normally used 
for the DCF method.

Both methods require 
a rate of  return for that 
particular interest, which 
is commonly referred to as 
cost of  capital. Thus, the 
appropriate discount rate 
that should be applied to 
cashflows to equity is cost 
of  equity. 

In the case of  cashflows 
to invested capital, the 
weighted average cost of  
capital (WACC) should 
be used. To derive equity 
value, the analyst subtracts 
the actual debt from the 
enterprise value.

The income approach 
can produce either a 
control, marketable value 
or a minority, marketable 
value, depending on 
whether controlling 
adjustments are made to 
the future cashflows.

Market approach
The idea behind the market 
approach is that the value 
of  a business can be 
determined by reference 
to sales of  reasonable 
comparable guideline 
companies that have taken 
place in the public or private 
marketplace.

There are two methods 
under the market approach 
that use transactions 
as indications of  value, 
namely guideline public 
company method and 
guideline private company 
transaction method. 
Given that the universe of  
publicly traded companies 
is vast and data is »
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because the time and costs 
involved in valuing intangible 
assets do not warrant the 
increased accuracy (if  any).

Valuation premiums 
and discounts
The most common valuation 
premiums and discounts 
arise from control (or the 
lack of  it) and marketability. 
These are two separate 
concepts, although they are 
somewhat interrelated.

Control premiums and 
discount for lack of  control 
(DLOC) are mirror images 
of  each other. Control or 
minority is not a black and 
white concept – it covers a 
broad spectrum as discussed 
earlier.

There is evidence 
regarding acquisition 
premiums, but there is no 
evidence to indicate which 
part of  the premium is 
for synergies and which is 
merely for control. Based 
on data compiled from 
Mergerstat/Shannon Pratt’s 
Control Premium Study 
(2006), the median premium 
paid (without negatives) 
ranged between 21% and 
37%. In my view, control 
premium is about 25%. 
This translates to a DLOC 
of  about 20%.

More often than not, 
lack of  marketability 
is the largest discount 
factor in the valuation of  
a business, particularly 
for a minority interest of  
a private company. Equity 
markets are the benchmark 
for marketability. Anything 
short of  that standard of  
liquidity forms the basis 
for a discount for lack of  
marketability (DLOM). 

Several IPO studies 
since 1980 have analysed 

readily available, the former 
method is usually preferred.

A pricing multiple relates 
to the value of  a company 
to some balance sheet or 
income statement item. For 
example, a price/earnings or 
P/E multiple of  12 implies 
that investors are willing to 
pay 12 times earnings for the 
stock. Other common price 
multiples include price/sales 
and price/book value.

The value obtained 
using the market approach 
depends on the type of  
method used. This is 
summarised as follows:

* Guideline public company 
method –> Minority, 
marketable value

* Guideline private company 
transaction method –> 
Control, marketable value.

Asset approach
This approach provides an 
indication of  the value of  a 
business by developing a fair 
market value balance sheet. 
There are two methods under 
the asset approach, namely 
the asset accumulation 
method and the capitalised 
excess earnings method.

Under the first method, 
all assets and liabilities of  
a business are identified, 
listed on a balance sheet and 
brought to current value. In 
many cases, the appraiser 
will need to rely on expert 
appraisal in real estate, 
machine and equipment. 
Also, there is a need to 
value intangible assets 
(eg, trade name, customer 
relationships, workforce, 
etc) because these are not 
typically included in the 
balance sheet. The difference 
between the fair market value 
of  the assets and liabilities is 
an indication of  equity value.

The value indication 
derived using both methods 
typically produces a control, 
marketable value. 

The asset approach is 
used less often in valuing 
operating companies 

the stock prices of  US 
companies before and 
after they go public. The 
Emory studies are probably 
the most extensive and 
have been relied on by 
many valuation experts as 
empirical evidence of  DLOM. 
The median discount based 
on DLOM Pre-IPO Discount 
Studies 1980-2000 by John D 
Emory was 47%.

As with control (or the 
lack of  it), it is important 
to recognise that discount 
for lack of  marketability 
is not a black-and-white 
issue. The following are 
some factors that affect the 
degree of  marketability: 
put option, dividends 
payments, potential 
buyers, size of  interest, 
prospect of  IPO. Although 
there is no empirical data 
to assess the impact 
of  each, consideration 
to these factors should 
guide the appraiser on a 
reasonable level of  discount 
to be applied.

When valuing a closely 
held business, care, 
reasonableness and sound 
valuation judgment must 

be employed when applying 
premium and/or discounts. 
The particular facts and 
circumstances of  each 
valuation must be considered 
for the determination of  
appropriate discounts.

Conclusion of  value
In arriving at a final 
conclusion, some appraisers 
use a simple arithmetic 
average of  all the indicators 
of  value. Others assign 
different weights to each 
method e.g. 0.7 to DCF 
method and 0.3 to guideline 
public company method. 
To reach a final valuation 
conclusion, there is a need 
to weigh each method 
according to its merits 
as an indicator of  value.

Business valuations 
are very much affected 
by specific facts and 
circumstances. Every 
situation is unique and 
will result in variations 
of  valuation techniques 
being applied. 

Many accountants and 
auditors will find valuation 
hard to grapple with 
because it involves many 
judgmental factors, and this 
leads to many differences 
of  opinion. As with life 
and work, valuation is part 
science, part art! ■

This article is contributed 
by Ong Woon Pheng of 
CAS Consultants Pte. 
Email: woonpheng@
casconsultants.sg

▌▌▌LACK OF MARKETABILITY IS THE LARGEST DISCOUNT 
FACTOR IN THE VALUATION OF A BUSINESS, PARTICULARLY 
FOR A MINORITY INTEREST OF A PRIVATE COMPANY

because the time and costs because the time and costs because the time and costs because the time and costs because the time and costs 
involved in valuing intangible involved in valuing intangible involved in valuing intangible involved in valuing intangible 
assets do not warrant the assets do not warrant the assets do not warrant the assets do not warrant the 
increased accuracy (if  any).increased accuracy (if  any).increased accuracy (if  any).increased accuracy (if  any).

Valuation premiums Valuation premiums Valuation premiums Valuation premiums 
and discountsand discountsand discountsand discounts
The most common valuation The most common valuation The most common valuation The most common valuation 
premiums and discounts premiums and discounts premiums and discounts premiums and discounts 
arise from control (or the arise from control (or the arise from control (or the arise from control (or the 
lack of  it) and marketability. lack of  it) and marketability. lack of  it) and marketability. lack of  it) and marketability. 
These are two separate These are two separate These are two separate These are two separate 
concepts, although they are concepts, although they are concepts, although they are concepts, although they are 
somewhat interrelated.somewhat interrelated.somewhat interrelated.

Control premiums and Control premiums and Control premiums and Control premiums and Control premiums and 
discount for lack of  control discount for lack of  control discount for lack of  control discount for lack of  control discount for lack of  control discount for lack of  control 
(DLOC) are mirror images (DLOC) are mirror images (DLOC) are mirror images 
of  each other. Control or of  each other. Control or of  each other. Control or 
minority is not a black and minority is not a black and minority is not a black and 
white concept – it covers a white concept – it covers a white concept – it covers a 
broad spectrum as discussed broad spectrum as discussed broad spectrum as discussed 
earlier.earlier.

There is evidence There is evidence There is evidence 
regarding acquisition regarding acquisition regarding acquisition 
premiums, but there is no premiums, but there is no premiums, but there is no 
evidence to indicate which evidence to indicate which evidence to indicate which 
part of  the premium is part of  the premium is part of  the premium is 
for synergies and which is for synergies and which is for synergies and which is 
merely for control. Based merely for control. Based merely for control. Based 
on data compiled from on data compiled from on data compiled from 
Mergerstat/Shannon Pratt’s Mergerstat/Shannon Pratt’s Mergerstat/Shannon Pratt’s 
Control Premium StudyControl Premium StudyControl Premium Study
(2006), the median premium (2006), the median premium (2006), the median premium 
paid (without negatives) paid (without negatives) paid (without negatives) 
ranged between 21% and ranged between 21% and ranged between 21% and 
37%. In my view, control 37%. In my view, control 37%. In my view, control 
premium is about 25%. premium is about 25%. premium is about 25%. 
This translates to a DLOC This translates to a DLOC This translates to a DLOC 
of  about 20%.of  about 20%.of  about 20%.

More often than not, More often than not, More often than not, 
lack of  marketability lack of  marketability lack of  marketability 
is the largest discount is the largest discount is the largest discount 
factor in the valuation of  factor in the valuation of  factor in the valuation of  factor in the valuation of  factor in the valuation of  factor in the valuation of  factor in the valuation of  
a business, particularly a business, particularly a business, particularly a business, particularly 
for a minority interest of  for a minority interest of  for a minority interest of  for a minority interest of  
a private company. Equity a private company. Equity a private company. Equity a private company. Equity 
markets are the benchmark markets are the benchmark markets are the benchmark markets are the benchmark 
for marketability. Anything for marketability. Anything for marketability. Anything for marketability. Anything 
short of  that standard of  short of  that standard of  short of  that standard of  

readily available, the former readily available, the former 
method is usually preferred.method is usually preferred.

A pricing multiple relates A pricing multiple relates 
to the value of  a company to the value of  a company 
to some balance sheet or to some balance sheet or 
income statement item. For income statement item. For 
example, a price/earnings or example, a price/earnings or 
P/E multiple of  12 implies P/E multiple of  12 implies 
that investors are willing to that investors are willing to 
pay 12 times earnings for the pay 12 times earnings for the 
stock. Other common price stock. Other common price 
multiples include price/sales multiples include price/sales 
and price/book value.and price/book value.

The value obtained The value obtained 
using the market approach using the market approach using the market approach 
depends on the type of  depends on the type of  depends on the type of  
method used. This is method used. This is 
summarised as follows:summarised as follows:

 Guideline public company  Guideline public company 
method method –> Minority, > Minority, 
marketable valuemarketable value

 Guideline private company  Guideline private company 
transaction method transaction method ––> > 
Control, marketable value.Control, marketable value.

Asset approachAsset approach
This approach provides an This approach provides an 
indication of  the value of  a indication of  the value of  a 
business by developing a fair business by developing a fair 
market value balance sheet. market value balance sheet. 
There are two methods under There are two methods under 
the asset approach, namely the asset approach, namely 
the asset accumulation the asset accumulation 
method and the capitalised method and the capitalised 
excess earnings method.excess earnings method.

Under the first method, Under the first method, 
all assets and liabilities of  all assets and liabilities of  
a business are identified, a business are identified, 
listed on a balance sheet and listed on a balance sheet and 
brought to current value. In brought to current value. In 
many cases, the appraiser many cases, the appraiser 
will need to rely on expert will need to rely on expert 
appraisal in real estate, appraisal in real estate, appraisal in real estate, appraisal in real estate, appraisal in real estate, 
machine and equipment. machine and equipment. machine and equipment. 
Also, there is a need to Also, there is a need to 
value intangible assets value intangible assets 
(eg, trade name, customer (eg, trade name, customer 
relationships, workforce, relationships, workforce, 
etc) because these are not etc) because these are not 

the stock prices of  US the stock prices of  US 
companies before and companies before and 
after they go public. The after they go public. The 
Emory studies are probably Emory studies are probably Emory studies are probably Emory studies are probably 
the most extensive and the most extensive and 
have been relied on by have been relied on by 
many valuation experts as many valuation experts as 
empirical evidence of  DLOM. empirical evidence of  DLOM. empirical evidence of  DLOM. empirical evidence of  DLOM. 
The median discount based The median discount based The median discount based The median discount based 
on on DLOM Pre-IPO Discount DLOM Pre-IPO Discount DLOM Pre-IPO Discount 
Studies 1980-2000Studies 1980-2000 by John D  by John D  by John D  by John D 
Emory was 47%.Emory was 47%.

As with control (or the As with control (or the 
lack of  it), it is important lack of  it), it is important 
to recognise that discount to recognise that discount 
for lack of  marketability for lack of  marketability 
is not a black-and-white is not a black-and-white 
issue. The following are issue. The following are 
some factors that affect the some factors that affect the some factors that affect the some factors that affect the 
degree of  marketability: degree of  marketability: 
put option, dividends put option, dividends 
payments, potential payments, potential 
buyers, size of  interest, buyers, size of  interest, 
prospect of  IPO. Although prospect of  IPO. Although prospect of  IPO. Although prospect of  IPO. Although 
there is no empirical data there is no empirical data 
to assess the impact to assess the impact 
of  each, consideration of  each, consideration 
to these factors should to these factors should 
guide the appraiser on a guide the appraiser on a 
reasonable level of  discount reasonable level of  discount reasonable level of  discount 

be employed when applying be employed when applying 
premium and/or discounts. premium and/or discounts. 
The particular facts and The particular facts and 
circumstances of  each circumstances of  each 
valuation must be considered valuation must be considered 
for the determination of  for the determination of  
appropriate discounts.appropriate discounts.appropriate discounts.

Conclusion of  valueConclusion of  value
In arriving at a final In arriving at a final 
conclusion, some appraisers conclusion, some appraisers 
use a simple arithmetic use a simple arithmetic 
average of  all the indicators average of  all the indicators 
of  value. Others assign of  value. Others assign 
different weights to each different weights to each 
method e.g. 0.7 to DCF method e.g. 0.7 to DCF 
method and 0.3 to guideline method and 0.3 to guideline 
public company method. public company method. 
To reach a final valuation To reach a final valuation 
conclusion, there is a need conclusion, there is a need 
to weigh each method to weigh each method 
according to its merits according to its merits 
as an indicator of  value.as an indicator of  value.

Business valuations Business valuations 
are very much affected are very much affected 
by specific facts and by specific facts and 
circumstances. Every circumstances. Every 
situation is unique and situation is unique and 
will result in variations will result in variations 
of  valuation techniques of  valuation techniques 
being applied. being applied. 

Many accountants and Many accountants and 
auditors will find valuation auditors will find valuation 
hard to grapple with hard to grapple with 
because it involves many because it involves many because it involves many because it involves many because it involves many 
judgmental factors, and this judgmental factors, and this 
leads to many differences leads to many differences 
of  opinion. As with life of  opinion. As with life 
and work, valuation is part and work, valuation is part 
science, part art! science, part art! ■■
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markets, people with the 
skills and experiences to 
adapt quickly and drive 
performance forward are 
highly sought after,’ says 
Sionade Robinson, associate 
dean of  MBA programmes 
at Cass Business School. 

‘Learning and 
development design to grow 
these skills and capabilities 
should be clearly visible in an 
MBA programme. We believe 
employability is central to 
our principles of  design in 
our programmes.’

What’s so special?
So what is on offer in terms 
of  global MBAs that allow 
you to study in multiple 
locations? This demand 
from students – who are 
seeking programmes that 
incorporate lengthy study 
trips abroad, international 
exchange programmes 
and internships in foreign 
countries – is changing how 
business schools operate. 

There are some pioneering 
global MBA programmes that 
have been able to provide 
a genuine understanding 
of  how the global economy 
works and how organisations 
can best organise and 
operate in it and therefore 
ultimately help train a new 
generation of  leaders.

For example, France-based 
ESSEC Business School 
offers a global MBA that gives 
students the opportunity 
to spend three months 
outside France with a term in 
Singapore and two separate 
spells in other countries.

At INSEAD, candidates 
sign up in part because they 
can study in two different 
regions, Europe and Asia, 
with the option of  also 

Globalisation may have 
begun as the process of 
international integration in 
the business world, along 
with other aspects of culture, 
but it has now well and truly 
reached the education sector.

MBA students are 
increasingly looking at 
business school programmes 
that cover multiple countries, 
and are no longer willing to 
settle for business school 
programmes in one country.

The reasons speak 
for themselves. First and 
foremost, arguably, is 
the globalised nature of  
business. Studying for a 
postgraduate qualification 
in multiple locations will 
allow you to build life-long 
connections and friendships 
with influential global 
professionals by giving you 
networking opportunities; 
it will give you exposure to 
different perspectives about 
the world economy and 
a deep understanding of  
different business practices.

Then there is the financial 
reward. By building the skills, 
knowledge and network 
you need to succeed on the 
global stage you will, by 
default, increase your worth 
and your potential earnings.

Not only will a global MBA 
with international experience 
help your career – it is of  
great value to all potential 
employers, who favour 
graduates with international 
exposure over those without, 
giving you that competitive 
edge in a tumultuous 
recruitment arena. 

‘Employers who hire 
MBAs expect individuals who 
can deliver value to their 
businesses and, in a world 
of  global and converging 

Multiple-location MBAs
Given that business is increasingly global in nature, it’s no surprise that MBA students are 
favouring postgraduate qualifications that allow them to gain experience in multiple places

Interested in doing an MBA, 
MSc or other postgraduate 

qualification? Our special 
quarterly section of Accounting 

and Business explores the options 
and the issues involved.
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ALL FOR ONE…
The OneMBA is an innovative and creative programme launched by five universities 
across four continents.

The University of  North Carolina’s Kenan-Flagler Business School has joined forces with 
the Chinese University of  Hong Kong (CUHK), Tecnológico de Monterrey Graduate School 
of  Business in Mexico, Escola de Administração de Empresas de São Paulo in Brazil and 
the Rotterdam School of  Management at Erasmus University in the Netherlands.

Students attend classes every four to six weeks at their home university. In addition, they 
join other OneMBA participants from all partner schools for four global residencies spread 
over the 21-month programme. Each global residency lasts seven or eight days.

The OneMBA class of  2015 comprises 95 students from 17 countries, 79% male and 
21% female with an average age of  38 and an average 12 years of  professional experience.

http://onemba.org

UK ANd BELgiUm schOOLs FALL BAcK
Britain and Belgium were the big losers in the 2014 Financial Times Masters in 
Management (MiM) rankings, with seven out of 11 British schools and three out of four 
Belgian schools falling by seven places or more.

Going against the grain was London Business School, which was a new entry in the 
rankings at number 10, making it the highest-ranked business school in the UK.

The FT’s MiM rankings feature the top 70 management degrees for students with little 
or no previous work experience. St Gallen of  Switzerland stayed at the top of  the table, 
followed by two Parisian schools, HEC and ESSEC.

There are four other new entrants in the top 70 table: EBS Business School in Germany 
(14), Canada’s Sauder School of  Business at the University of  British Columbia (49), 
ESC La Rochelle in France (64), and China’s Tongji University School of  Economics and 
Management (65). Only six of  the 70 are from outside Europe.

TwO-yEAR mBAs BAcK iN FAshiON
According to new research, demand is returning for the traditional two-year MBA degree.

The 2014 Application Trends Survey from GMAC, distributor of  the GMAT entry test for 
business schools, showed that for the second year in a row, a majority of  full-time,  
two-year MBA programmes reported rising or stable application volumes. 

In 2014, 61% of  schools teaching two-year degrees reported an increase in 
applications, according to GMAC, up from 50% in 2013. This year’s results go some way 
to allaying fears that the more traditional two-year courses are on their way out as the 
popularity of  part-time and online MBA programmes grows.

features eight weeks in 
Abu Dhabi, two weeks in 
Singapore and one in France. 
Students also spend one 
extra week on either the 
Asian or European campus.

Meanwhile, Cass has 
opportunities for its MBA 
students on full-time or 
executive programmes 
to study abroad. ‘Every 
programme has an 
international consulting 
week at the end of  their 
core modules, creating 
opportunities for students 

spending time in the Middle 
East and the US. 

INSEAD has two versions 
of  its global executive MBA. 
The first is a 14-month 
scheme starting in October 
that includes six weeks on 
its European campus in 
Fontainebleau, France, four 
weeks on its Singapore 
campus, and an extra week 
at either of  these two locales 
or a Middle Eastern campus. 

The Middle East version is 
a 15-month-long programme 
starting in November that 

to use their MBA knowledge 
and skills to work with 
clients on real business 
challenges,’ says Robinson. 

‘To accelerate and 
consolidate learning we put 
our students into a state of  
heightened awareness, so 
the international consulting 
weeks are in unfamiliar 
economic environments – in 
South America, Iceland and 
Vietnam, for example.  

‘Second, we offer our 
students a wide range of  
study-abroad opportunities 

in our electives – they can 
study marketing in Las 
Vegas, leading complex 
change in South Africa, 
doing business in China 
or the UAE, or even digital 
strategy in Silicon Valley. 
We also take our students 
behind the scenes into 
organisations in their own 
city of  London to optimise 
opportunities and networks 
they would not usually be 
able to access.’ ■

Beth Holmes, journalist
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characteristics to emerge as 
global giants, and considers 
annual revenue, growth, 
domestic dominance and 
international presence. 
Business model and 
strategy were also factors.  

The report’s author, 
Professor Andrew Atherton of  
the UK’s Lancaster University, 
noted that the companies 
‘have built very strong 
foundations in their domestic 
market, in some cases a 
dominant position, which 
acts as a solid launch pad 
for going global.’ Even those 

A new ACCA report has 
identified 100 companies 
in China that are set to 
become major players on 
the global stage. 

The report, China’s next 
100 global giants, highlights 
fast-growing businesses 
that have the right mix of  

Giants prepare for global stage
A wave of 100 Chinese companies are preparing to emerge as major global  
players in the next three to five years, according to a new ACCA report

◄ on track
Faye Chua said most of the top 
100 had doubled in size

currently focused on local 
markets are likely to appear 
in other markets within the 
next three to five years.

‘It’s not just about their 
balance sheets; it’s about 
growth,’ added Faye Chua, 
ACCA’s head of  future 
research. ‘These companies’ 
future growth trajectories 
are based on sustained 
annual levels of  growth from 
2008-2012. The majority of  
the top 100 companies we 
have identified have doubled 
in size and in some cases 

For more inFormAtion:

China’s next 100 global giants can be downloaded at 
www.accaglobal.com/ab131

quadrupled. They are clearly 
doing something right.’

Ada Leung, head of  ACCA 
China , noted the key role 
of  ACCA members as these 
companies emerge on the 
global stage. 

‘As ACCA finance 
professionals play a more 
prominent role in the 
strategy and future outlook 
of  today’s businesses, 
they will be driving these 
companies towards their 
continued growth and global 
aspirations,’ she said. ■
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For 46
Against 1 

4 Result of  ballot for 
election of  Council 
members 
The scrutineer’s report 
and the number of  votes 
received by each  
candidate in the ballot for 
the election of  members of  
Council were reported, as 
follows:

1 Rosanna Choi  2,608
2 Laura Perrin  2,583
3 Steve Bailey  2,529
4 Pauline Hobson  2,374
5 Ronnie Patton  2,225
6 Melanie Proffitt 2,011
7 Ayla Majid  1,897
8 Brendan Sheehan  1,712
9 Nur Jazlan Mohamed 1,577
10 Taiwo Oyedele  1,525
11 Marcin Sojda  1,488
.........................................................
12 Hastings Mtine 1,457
13 Diarmuid O’Donovan  1,451
14 Frankie Ho  1,274
15 Gábor Balázs  1,021
16 Dató Khalid Ahmad 1,017
17 Sam Rozati 978
18 Aamer Allauddin  866
19 Coutts Otolo 845
20 Mike Nyinaku 738
21 Oscar Osabinyi 659
22 Muhammad 647 

Junaid Younas 
23 Ivo Vesselinov 611
24 Chibuzo Okpala 577

The president, therefore, 
declared the following 
members elected or re-
elected to Council:

1 Notice and  
auditors’ report
The notice of  meeting and 
the auditors’ report on the 
accounts for the period 1 
April 2013 to 31 March 
2014 were taken as read.

2 Minutes
The minutes of  the AGM 
held on 19 September 
2013 and published in the 
November 2013 issue of  
Accounting and Business 
were taken as read, and 
signed as correct. 

3 Resolution 1
Adoption of the report of 
Council and the accounts for 
the period 1 April 2013 to 31 
March 2014.
Martin Turner gave his 
presidential address 
and asked Helen Brand, 
chief  executive, to give a 
presentation. He then invited 
questions and comments on 
the report and accounts.

The president drew 
members’ attention to the 
statement which had been 
circulated and which showed 
that valid proxy votes had 
been cast in respect of  
Resolution 1 as follows:

For  3,620 
Against  48

The president then put the 
resolution to the meeting 
and, on a show of  hands, 
declared it carried, the votes 
being cast as follows:

Steve Bailey
Rosanna Choi
Pauline Hobson
Ayla Majid
Nur Jazlan Mohamed
Ronnie Patton
Laura Perrin
Melanie Proffitt
Taiwo Oyedele
Brendan Sheehan
Marcin Sojda

5 Resolution 3
Appointment of auditors.
The president reported that 
Council recommended that 
BDO, chartered accountants 
and registered auditors, be re-
appointed as the association’s 
auditors. He then invited 
questions on Resolution 3.

The president drew 
members’ attention to the 
statement which had been 
circulated and which showed 
that valid proxy votes had 
been cast in respect of  
Resolution 3 as follows:

For 3,511
Against 158

The president then put the 
resolution to the meeting 
and, on a show of  hands, 
declared it carried, the votes 
being cast as follows:

For 47
Against 1

The president thanked 
members for their attendance 
and declared the meeting 
closed at 2.15pm. ■

109th ACCA AGM
Minutes of the 109th annual general meeting of ACCA held at 29 Lincoln’s Inn Fields, 
London WC2, on Thursday 18 September 2014. Martin Turner, the president of the 
association, took the chair and there were 55 members of the association present
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in 18 different countries 
and one third of  these are 
female, thus reflecting the 
increasing diversity of  ACCA 
as a whole.

Council took a number of  
other decisions at its annual 
Council meeting.

* It approved Council’s 
standing orders 
for 2014/2015, in 
accordance with the bye-
laws.

* It agreed to appoint a 
number of  lay members 
to serve on ACCA’s public 
interest oversight boards, 
together with a non-
Council member of  the 
Audit Committee.

* It chose three Council 
members to serve on the 
Nominating Committee 
in 2014/2015 along with 
the officers.

* It agreed a Council 
work plan and a set of  
objectives for the Council 
year 2014/2015.

The next meeting of  Council 
is on 22 November, which is 
immediately after the 2014 
meeting of  the International 
Assembly. ■

Council held its annual 
meeting on the afternoon 
of Thursday 18 September. 
Prior to the meeting, the 
109th AGM of ACCA took 
place in the Long Room 
at 29 Lincoln’s Inn Fields. 
Members voting at the AGM 
gave overwhelming support 
to the various resolutions 
before the meeting. The 
AGM minutes are shown on 
the opposite page.

At the annual Council 
meeting, Council elected 
ACCA’s officers for the 
coming year. ACCA’s new 
president is Anthony 
Harbinson and he will be 
supported by Alexandra Chin 
(deputy president) and Brian 
McEnery (vice president).

Council also welcomed 
six new members whose 
election was declared 
at the AGM – Ayla Majid 
(Pakistan), Nur Jazlan 
Mohamed (Malaysia), 
Ronnie Patton (Northern 
Ireland), Melanie Proffitt 
(UK), Brendan Sheehan 
(Australia) and Marcin 
Sojda (Poland). Council 
now has members based 

Council highlights
Meeting chooses new president, deputy and vice president for coming year 

▲ END OF TERMS
ACCA chief executive Helen 
Brand with the three principal 
officeholders coming to the 
end of their current terms

▲ INCOMING
Brian McEnery replaces as 
vice president Alexandra Chin, 
who has stepped up to deputy 
president for 2015

◄ OUTGOING
The 2014 president Martin 
Turner has been succeeded for 
2015 by Anthony Harbinson, 
formerly deputy president
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his long-term learning and 
development plan. 

‘It was a good choice 
because of  the exemption 
options that came with my 
CMA credential, and the 
flexible study,’ he says. 
‘I never saw ACCA as a 
competing qualification, 
rather as a complementary 
one. Both add value in my 
job, especially in corporate 
finance work, financial 
planning and analysis, and 
control and compliance.’

Meanwhile, Syed Ali 
Intiqab, finance manager 
at Mustang HDP in Saudi 
Arabia, also chose later to 
add the ACCA Qualification 
to his CMA. ‘The CMA 
is more tilted towards 
management accounting,’ 
he says. ‘I thought that 
having another qualification 
that included other aspects 

of  accounting, such as 
auditing and taxation, would 
help me in future roles. 
Having two qualifications 
gives me the confidence and 
knowledge required at this 
level – and they command 
respect among my peers.’

By contrast, Danish Nazir, 
senior auditor at Deloitte & 
Touche in the United Arab 
Emirates, qualified first with 
ACCA in 2005 as a trainee 
accountant in Pakistan. 
When he joined Deloitte, he 
decided to take the CMA 
exam, passing in 2012. 

‘I decided to sit for 
the CMA exams for a 

In 2013, ACCA and IMA 
(Institute of Management 
Accountants) signed 
a global strategic 
partnership to support 
management accounting 
thought leadership and 
the career development 
goals of CFOs and other 
finance professionals. 

Through collaborative 
research, CFO roundtables 
and joint events, the bodies 
work together to promote 
each other’s qualifications 
and the extensive financial 
knowledge that they bring. 

ACCA chief  executive 
Helen Brand said at the time 
that both ACCA and IMA, 
which is headquartered in 
the US, ‘have a long history 
of  seeking innovations in 
finance and accounting, 
recognising that a strong 
global profession needs 

to be relevant in a fast-
changing world’.

The partnership 
remains strong, with a 
number of  accountants 
now holding both ACCA’s 
Qualification and IMA’s 
CMA (certified management 
accountant) credential.

Khalil Elias, regional 
decision support manager 
at the British Council in 
Jordan, became a CMA 
in 1997, then became a 
certified financial manager 
(CFM) in 1999. His line 
manager encouraged 
him to pursue the ACCA 
Qualification as part of  

couple of  reasons,’ he 
says. ‘IMA was about to 
become a member of  the 
International Federation 
of  Accountants and had 
a good reputation among 
employers. It also helped 

me refresh my knowledge of  
corporate finance, decision 
analysis and risk and 
cost management.’  

Elias says that having 
both qualifications is useful 
for anyone intending to 
change careers within the 
profession, as IMA has more 
of  an internal reporting 
focus and is well recognised 
in North America, while the 
ACCA Qualification has an 
external reporting element 

Partnership bears fruit
The strategic partnership of ACCA and IMA has much to offer members, with fi nance 
professionals holding both accreditations gaining a well-rounded knowledge base

FOR MORE INFORMATION:

Financial leadership and performance, a joint initiative by 
ACCA and IMA, can be accessed at: www.roleofcfo.com 

▌▌▌‘HAVING TWO QUALIFICATIONS GIVES ME THE 
CONFIDENCE AND KNOWLEDGE REQUIRED AT THIS LEVEL 
– AND THEY COMMAND RESPECT AMONG MY PEERS’

and global recognition. 
‘Both are highly respected 
in the Middle East,’ he adds. 
‘I’m in constant contact with 
both institutions through 
webinars, publications and 
discussion groups, and I find 
it all very helpful in keeping 
me up to date with trends in 
finance and accounting.’ 

‘I’m an active member 
of  both institutions,’ adds 
Syed, ‘and it gives me a real 
boost in planning my career.’

Nazir agrees. ‘I value 
both qualifications because 
the knowledge they bring, 
mixed with my experience, 
helps me identify audit 
risks by understanding 
business risks. I think both 
institutions are helping 
my career by working 
closely with employers and 
regulators, and focusing 
on standards of  excellence 
in education.’ ■

Liz Fisher, journalist

▲ BEST OF BOTH
Danish Nazir (left) and Khalil Elias (right) say that having both 
ACCA and IMA qualifications adds value and global recognition
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Future-proofing a profession
 Finance professionals must engage in lifelong learning and continue to develop technical 
skills to be prepared for the many changes facing them in the future, says Leong Soo Yee

The accountancy sector has 
had its eyes clearly set on 
the future this year, with 
much discussion and debate 
over the direction in which 
the profession is heading.

The theme for our 
ACCA Singapore Annual 
Conference 2014 was ‘Future 
Proofing Business and the 
Accountancy Sector.’ Part 
of  an inaugural series of  
future-themed conferences 
in Asia Pacific, it featured 
futurologist Magnus Lindkvist 
and other thought leaders 
who spoke on global trends 
such as cyber-security, big 
data and cloud computing, 
and how they impact the 
accountancy profession.

Finance professionals 
need to adopt a mindset 
of  lifelong learning to 
enhance their professional 
development so that they are 
always one step ahead of  
the competition. In keeping 
with ACCA’s commitment to 
lifelong learning, we continue 
to support members’ 
professional development 
through innovative pathways 
to upgrade their professional 
and technical skills.

In August, ACCA Singapore 
and Manchester Business 
School agreed a fast-track 
path for ACCA members to 
obtain the MBS Global MBA 
and enhance their finance 
and accounting expertise 
with strategic business and 
leadership insights. At the 
same time, Birmingham 
City University offered our 
members an accelerated 
path to obtain a Master of  
Science in Accountancy and 
Finance in just nine months. 

It is also encouraging that 
the Government’s Applied 
Study in Polytechnics and 

ITE Review Committee serves 
to strengthen Singapore’s 
applied education pathways 
and give Singaporeans 
access to opportunities to 
realise their full potential. 

We have started to work 
closely with polytechnics 
to offer fast-track pathways 
that will allow high-achieving 
students to undertake ACCA 
Fundamental exams prior 
to graduating with their 
accounting diplomas. 

In September, ACCA, 
together with the University 
of  Exeter Business School 
and online learning platform 
FutureLearn, launched a 
Massive Open Online Course, 
‘Discovering Business in 
Society’. This innovative 
concept allows anyone in 
the world to study business 
for free at a renowned UK 
university and learn how 
better to run a business.

As leaders in the business 
community, we need to be at 
the cutting-edge of  financial 
research into the issues that 
matter today and tomorrow. 
At the start of  the year, we 
launched a first-of-its-kind 
survey conducted jointly 
with Deloitte Singapore 
that assessed the state 
of  analytics readiness at 
corporations in Singapore. 

A report released in June, 
Transformation challenges 
in finance, suggests good 
practices for transforming 
organisations’ finance 
operations. Another report 
jointly conducted with the 
Institute of  Management 
Accountants (IMA) calls 
for the nurturing of  a 
‘risk challenge culture’ 
among organisations which 
encourages inquiries that 
challenge existing conditions. 

Each year, ACCA 
Singapore organises high-
profile events that are ideal 
platforms for business 
leaders and members to 
broaden their professional 
network and develop skills. 

The ACCA Singapore 
Health Conference 2014 
in February examined 
the critical role that 
accounting and 
finance professionals 
play in the healthcare 
system. In July, over 
80 senior business and 
finance professionals 
attended a joint ACCA 
Singapore-IIA (Institute 
of  Internal Auditors) 
breakfast seminar on 
fraud management and 
doing business in higher-
risk markets.  

We also collaborated 
with the Institute of  
Chartered Accountants 
and SPRING Singapore 
to lead a delegation of  
25 on a business study 
mission to Myanmar. 

Our membership 
continued to expand at 
a healthy rate in 2014. 
Indeed, ACCA’s growth 
rate, at 4.7%, is the 
highest of  any of  the 
international accounting 
bodies, comprising 
10,377 new members and 
a 98.4% retention rate 
among existing members. 

As another year draws 
to a close, I would like to 
thank members for your 
active participation in our 
initiatives and events, and for 
your feedback and support. 
Let’s look forward to a 
fantastic 2015! ■

Leong Soo Yee is head of 
ACCA Singapore
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New president for ACCA

Anthony Harbinson, 
Northern Ireland’s director 
of safer communities, has 
become president of ACCA.

The senior public 
servant is responsible for 
the resourcing, policy and 
legislative framework for 
policing and for reducing 
offending. He was elected 
ACCA president for 2014/15 
at ACCA’s annual general 
meeting on 18 September 
and now represents its 
170,000 members and 
436,000 students in 180 
countries.

Harbinson said: ‘I 
am delighted to have 
been elected to serve as 
ACCA president. It is a 
great honour and I look 
forward to representing 
our members and students 
around the world.

‘I will be focusing on 
two key themes in the year 
ahead. The first of  these is 

the issue of  ethics and the 
role of  the accountant. Not 
only does our profession 
have a responsibility to 
behave ethically, but it also 
has a duty to ensure that 
the organisations for which 
finance professionals work 

have an ethical approach to 
business and operations. 

‘I also want to use my 
term of  office to emphasise 
the importance of  the public 
sector, the need for it to be 
effective and efficient and 
to have the proper financial 
expertise to achieve this in 
the short and long term.’

The new deputy president 
is Alexandra Chin, a 
practising accountant who 
has played a leading role 
in the development of  the 
finance profession in the 
Malaysian state of  Sabah. 
She has been a Council 
member since 2005. 

Joining them is new vice 
president Brian McEnery, 
a partner in BDO Ireland, 
specialising in corporate 
restructuring and healthcare 
consulting. 

See the AGM minutes and 
Council meeting report in 
this issue’s ACCA section.

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

▲ Two key Themes
Ethics and the public sector 
are the new president’s focus

dIversIty ANd tHe dAtA gAp
A data gap is hampering diversity in business, 
according to research from Brunel University, 
commissioned by ACCA and the Economic and Social 
Research Council (ESRC).

The resulting Towards better diversity management 
report urges companies to involve the finance 
department to identify the gaps in information about 
diversity in their workforce and marketplace, and to 
measure, analyse and interpret the data.

Claudia Chapman, head of  policy and campaigns 
at ACCA, says: ‘The expertise of  the finance team can 
help demonstrate the linkages between good diversity 
management and business performance.’

The report recommends that an effective business 
case for diversity should not just focus on the 
bottom line, but also account for shareholder value, 
stakeholder value, the regulatory context and the 
global value chain of  the company’s operations.

Read the paper at www.accaglobal.com/ab132

100
A new ACCA 
report has 
identified 
100 
companies 

in China that are set to 
become major players on 
the global stage. China’s 
next 100 global giants can 
be downloaded at www.
accaglobal.com/ab131

member paymenT 
advice from acca
A change in Singapore 
legislation governing 
charities means that 
ACCA is no longer able to 
accept donations to the 
ACCA Benevolent Fund 
from Singapore members. 
If you are a member 
based in Singapore and 
wish to make a donation 
to the Benevolent Fund, 
then ACCA will be forced 
to refund it. 

Members should also 
be aware that ACCA 
membership subscription 
payments made via 
PayPal are likely to 
be refunded in full by 
PayPal, so please use 
an alternative payment 
method.
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