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STARTING THE JOURNEY TO IR
Financial reporting seems to be losing its lustre. At least, 
that is the consensus that emerged from the meeting of 
minds at the Singapore Accountancy Convention 2014. 
Due to regulatory concerns raised by the financial crisis, 
the complexity of financial standards has escalated, 
along with the cost of reporting, warned leading finance 
professionals. These compounding problems have diluted 
the usefulness of financial reports. 

The challenges can only be dealt with effectively if  there is a shift toward integrated 
reporting (IR), argued the speakers. ACCA chief  executive Helen Brand underlined 
its significance by noting: ‘As chief  executive, I see a very large part of  the attraction 
of  IR as focusing and energising people internally. There is nothing more motivating 
than seeing people working for ACCA, understanding how she or he is creating value.’

Our feature on page 16 looks at the issues related to financial reporting 
highlighted at the convention and what stakeholders can do to streamline the 
process. In Singapore particularly, IR – and the entire concept of  simplified 
disclosures – has its champion in the Institute of  Singapore Chartered Accountants. 
While considerable progress has been made, implementation is still lagging. 

A survey jointly conducted by the ISCA and the National University of  Singapore 
found nearly 70% of  respondents have only a weak knowledge of  what IR involves. 
But there is a silver lining: stakeholders here are ready to accept IR, with 72.6% of  
respondents stating that they believe it will improve financial reporting – and they 
are willing to take the cue from professional bodies and regulators. Professor Ho 
Yew Kee of  the NUS, who presented the survey findings, summed it up well: ‘If  IR 
is a journey, then respondents are saying, “Let us start the journey.”’

Meanwhile, on page 12, Srinivasan Venkita Padmanabhan, Olam International’s 
senior vice president and global finance head – products, explains how the company 
has become a multinational agriculture giant.

Sumathi Bala, Singapore editor, abeditor@accaglobal.com
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▼ underground stockpile
Jurong Rock Caverns has opened in Singapore. 
It is the first commercial underground storage 
facility for liquid hydrocarbons in South-East Asia

▲ racing green
The first Formula E series kicked off in Beijing last month. The 
electric powered cars could transform the future of racing

▼ one for all
India’s prime minister Narendra Modi has 
launched Jan Dhan Yojana, a landmark scheme 
to provide every household with a bank account
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▲ tough times
The International Monetary Fund may downgrade 
its world economic forecast for this year to just 
over 3%, suggests IMF chief Christine Lagarde

► donation record
Hong Kong-born investor Gerald Chan has 
donated $350m to Harvard’s School of Public 
Health, the largest-ever gift to his alma mater

▼ free man
 Jerome Kerviel, the French 
rogue trader who brought 
Société Générale to the verge 
of collapse with US$6.5bn in 
losses, has left prison

▲ outbreak prevention
Scientists synthesise tests for Ebola in 
Shanghai as China steps up measures to stop 
the deadly virus from entering the country
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framework, credit bureaus 
will be licensed by MAS 
and subject to ongoing 
regulatory requirements. 
A key focus will be for 
credit bureaus and their 
members to ensure data 
confidentiality, security 
and integrity. 

PENSION PROTEST
Business groups fear that a 
pension scheme proposed 
for Hong Kong’s elderly 
will be a further impost 
on employers. A newly 

ANDERSEN REVIVED
Over a decade after its 
collapse, Arthur Andersen 
is making a comeback 
after some of  its former 
partners bought the 
rights to the name. San 
Francisco-based Andersen 
Tax, formerly known as 
WTAS, was started 12 
years ago by 23 former 
Andersen partners and 
does not offer auditing 
services. In 2002 Arthur 
Andersen was found guilty 
of  destroying documents 
related to its audit of  
energy-trading firm 
Enron, which collapsed 
after the exposure of  one 
of  the biggest frauds in 
US history. Although the 
audit firm’s conviction 
was later overturned the 
business had already 
failed. ‘Arthur Andersen, 
at its best, was a firm that 
was founded and managed 
on the basis of  quality and 
objectivity by world-class 
people with world-class 
training,’ said Andersen Tax 
CEO Mark Vorsatz.

MAS MOVES TO PROTECT
The Monetary Authority 
of  Singapore (MAS) has 
published a consultation 
paper on proposals to 
strengthen oversight of  
credit bureaus. As bureaus 
collect increasing and 
more detailed borrower 
credit information from 
banks, MAS’s proposal to 
subject them to formal 
oversight under a new 
Credit Bureau Bill is 
intended to safeguard 
sensitive borrower credit 
information and protect 
consumers’ interests. 
Under the proposed 

released government-
commissioned study 
suggests that a HK$3,000-
a-month, non-means-tested 
pension for every person 
over 65 should be funded 
partly by contributions 
ranging from 1% to 2.5% 
of  employees’ salaries, 
paid by both employers 
and workers. Hong Kong 
General Chamber of  
Commerce’s response 
was that while poverty 
among the elderly 
should be alleviated, any 

pension scheme should 
also be sustainable. ‘We 
oppose extra taxes on 
businesses to fund the 
scheme because such a 
move will increase SMEs’ 
operating costs and 
undermine Hong Kong’s 
competitiveness,’ said 
chamber Chairman YK 
Pang. The Federation of  
Hong Kong Industries 
agreed that the proposal 
would be a ‘very huge 
burden’ for employers 
to bear.

News round-up
Andersen name makes a comeback, MAS consults on credit bureaus, HKEx reconsiders 
listings rules, Singapore tax arrears at record low and Chinese M&A decline is reversable

IR MILESTONE 
Malaysia’s move towards sustainability has reached a milestone with the 
announcement of its first listed company to adopt integrated reporting (IR). 
‘I’m pleased to share with you that Sime Darby will be adopting IR by 2016, making 
it the first company in Malaysia to do so,’ Prime Minister Datuk Seri Najib Razak 
said during a speech at the Business Leaders Dialogue in Kuala Lumpur in August. 
He added that the Securities Commission is working closely with the professionals 
and the industry on IR adoption which will help boost the culture of sustainability 
within corporate Malaysia.

Corporate leaders in Malaysia have lauded the government’s call for the 
adoption of  IR by public-listed companies, noting that more have made serious 
efforts towards this goal.

▲ FIRST FOR MALAYSIA
Datuk Seri Najib Razak announced 
that Sime Darby has adopted IR
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LISTING RETHINK
Having stood by its strict 
listing rules which saw 
mainland e-commerce giant 
Alibaba pursue an initial 
public offering in New York 
rather than Hong Kong, the 
city’s bourse may now be 
reconsidering. This is the 
conclusion being drawn 
after a concept paper on 
new shareholding structures 
was unveiled by Hong Kong 
Exchanges and Clearing 
Ltd (HKEx), following in-
depth consultations with 
finance industry executives. 
The paper is now open 
to comment from market 
participants until the 
end of  November. David 
Graham, chief  regulatory 
officer and head of  listing 
at HKEx, said that the move 
was not related to any an 
individual company. 

AUDIT UPDATE
The Monetary Authority 
of  Singapore (MAS), the 
Accounting and Corporate 
Regulatory Authority 
(ACRA) and the Singapore 
Exchange (SGX) have issued 
a revised guidebook for audit 
committees in Singapore. 
First issued in October 2008, 
the guidebook was developed 
in consultation with the 
industry and stakeholders 
to offer practical guidance 
for audit committees. ‘As 
accountability and audit 
become an increasingly 
critical component to 
the good governance of  
a company, the second 
edition of  the guidebook 
aims to help audit 
committee members better 
understand their roles and 
responsibilities,’ said Danny 
Teoh, chairman of  the 
work group. 

COMPLIANCE ON RISE
Tax arrears in Singapore 
have hit an all-time low – 
0.77% of  the total net tax 
assessed – while on-time 
tax return filing rates have 

improved, according to the 
latest annual report of  the 
Inland Revenue Authority 
of  Singapore (IRAS). In 
the financial year 2013/14, 
on-time tax filing improved 
from 94% to 95.6% for 
individuals and 80.9% to 
82.5% for companies. More 
GST-registered businesses 
also filed their tax returns 
on time, with an on-time 
filing rate of  93.9%. The 
rising voluntary compliance 
level is, said IRAS, due 
to its continual efforts to 

TRENDS
RECRUITMENT ON THE RISE
Job adverts in Asia increased by 28% in Q2 compared with the same period in 2013, 
according to the Robert Walters Asia Job Index Q2 2014. 

57%

42%

37%

34%

33%

31%

29%

+50%

+91%

+29%

Job adverts across 
all disciplines rose 
in Asia, indicating 
a more positive 

environment

Product and logistics operations

Accounting and finance

Medical services

Customer service

HR

IT

Retail

Malaysia’s growth 
is due partly to 
the growth of  
shared service 

centres 

Singapore’s 
accounting and 
finance sector 

saw job adverts 
increase by 91% 

Volume of  job 
adverts in China 

increased by 29% 
compared with 

Q2 2013

simplify the process for 
taxpayers. Initiatives include 
mobile-enabled services 
and a more accurate e-filing 
system. In addition, eligible 
SMEs will no longer need to 
keep physical invoices and 
receipts with effect from 
assessment year 2015. 

APPROVAL RELAXED
Beijing will cut red tape 
and permit lower levels 
of  government to approve 
some projects, in the 
latest round of  measures 

to reduce the cost of  
doing business in China. 
Reporting the decision 
that was published on 
a government website, 
Reuters noted the abolition 
of  21 approval processes 
for industries including 
mining, shipping, banking, 
telecoms and civil aviation. 
The right to approve some 
projects, including those 
in the education sector 
and which involve the use 
of  land, quality-control 
certificates and » 
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will continue to attract 
significant investment. 

STATE OF PLAY 
Mobile game players 
accounted for more than 
50% of  Chinese mobile 
internet users in 2013, 
China’s ‘year of  mobile 
game’, according to PwC’s 
Mobile game industry insight 
2014. According to the 
report, the proliferation 
of  smartphones, wireless 
networks and 4G networks 
means that the mobile 
game industry will sustain 
its rapid growth in 2014. 
‘Although mobile games 
have only existed for a short 
period of  time, the market 
is growing rapidly, thanks to 
their convenience and ease 
of  use,’ says Vincent Cheuk, 
PwC China TMT partner. 

AUDITOR SCRUTINISED
Singapore’s High Court 
has ordered PwC to hand 
over documents related to 
Celestial Nutrifoods. In a 
case remarkably similar 
to that in the US, where a 
US judge suspended the 
Chinese arms of  Big Four 
accountancy firms from 
involvement in some audits, 

radioactive devices will 
also be extended to lower 
levels of  the government. 
The move is part of  reforms 
directed at giving market 
forces a greater role in 
the economy. 

CARBON TRADE NEARS
China appears close to 
finalising rules for what 
would be the world’s biggest 
emissions trading scheme. 
An official recently told a 
conference in Beijing that 
the central government 
plans to roll out its market 
for carbon permit trading 
in 2016. When fully 
functional, the Chinese 
market would dwarf  the 
European emissions trading 
system, currently the world’s 
biggest. This would make 
China the main carbon 
trading hub in Asia and the 
Pacific, where Kazakhstan 
and New Zealand already 
operate similar markets. 
China accounts for nearly 
30% of  global greenhouse 
gas emissions and has 
pledged to cut its emissions 
to 40%-45% below 2005 
levels by 2020. 

REFORMS WILL PAY
Chinese companies showed 
a declining appetite for 
mergers and acquisitions 
in the first half  of  2014, 
equating to an increase of  
only 8% over 12 months, 
compared with the global 
average of  16% growth. 
However, the outlook 
remains positive, due to 
state reforms and changes 
in the macroeconomic 
environment, according 
to KPMG analysis. Rupert 
Chamberlain, head of  
transaction services, KPMG 
China, noted that a reform 
agenda aimed at improving 
the competitiveness of  
domestic institutions, 
coupled with macro 
issues such as 
demographics, urbanisation 
and new technology 

PwC argues that to hand 
over documents would be 
a breach of  state secrets. 
PwC audited Celestial’s 
statements between 2004 
and 2010. The company 
was listed on the Singapore 
Exchange in 2004 but wound 
up in 2011 after failing to 
redeem millions in bonds 
sought by investors. It is not 
known whether PwC plans to 
appeal the decision. 

LEARN FROM ARGENTINA
The G20 must make 
enhanced public sector 
financial management a 
key priority this year and in 
the future, the International 
Federation of  Accountants 
(IFAC) says, urging the group 
to adopt International Public 
Sector Accounting Standards. 
The case of  Argentina, a 
G20 member which recently 
defaulted on its external 
debts, showed that the 
sovereign debt problems seen 
during the global financial 
crisis had not gone away, 
the accountancy body said. 
IFAC chief  executive Fayezul 
Choudhury said it was critical 
for G20 nations to focus 
on initiatives to improve 
governments’ financial 

management and reporting 
practices, notably through 
the adoption of  accrual-
based financial reporting. 

VISIONARY AWARDED
Datuk Dr Abdul Halim 
Ismail, described as an 
Islamic finance visionary, 
is the first Malaysian 
recipient of  the Royal 
Award for Islamic Finance. 
Presented at the Global 
Islamic Finance Forum 
2014 in Kuala Lumpur, the 
award is recognition of  his 
pivotal role in establishing 
the organisational structure 
and operating procedures 
of  the first Islamic bank in 
1983. Abdul Halim, a former 
Bank Islam managing 
director, said Islamic 
finance is deeply connected 
with the real economy, 
offering ethical investments 
and funding options for 
businesses. ‘The principles 
of  Islamic finance also 
encourage inclusiveness to 
create a fair and equitable 
financial system that is 
accessible to all,’ he said. 

CSR MAKES SENSE
Businesses are moving 
towards more socially and 
environmentally sustainable 
practices partly because 
it makes good financial 
sense, Grant Thornton 
research suggests. The 
biggest driver is cost 
management, followed by 
client/consumer demand. 
‘The findings suggest 
that benefits of  adopting 
more environmentally and 
socially sustainable business 
practices are becoming ever 
more tangible – for example 
through tax relief  on 
charitable activity or lower 
energy bills due to efficiency 
measures introduced,’ said 
Francesca Lagerberg, global 
leader for tax services at 
Grant Thornton. ■

Compiled by Peta 
Tomlinson, journalist

TRENDS
TECHNOLOGY M&AS SURGE
Q2 2014 saw a record-setting 
volume of global technology 
merger and acquisition 
transactions, with deal 
volumes rising by 57% year on 
year, according to EY. Average 
deal volume for 2013 was 678 
per quarter, but so far in 2014 
it has been 815.
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seat at the table
Srinivasan Venkita Padmanabhan, Olam International’s senior vice president and global 
finance head – products, has seen the company grow into a multinational agriculture giant

finance department was able to ensure that profit margins 
could cover carrying costs and, more importantly, that 
return on equity was sufficient for the company to get full 
value from its invested capital. Later, as Olam expanded 
rapidly and moved to primary and secondary processing of  
agri-commodities, then to upstream production, the finance 
team’s role evolved alongside to encompass areas such as 
risk management, acquisitions, working capital efficiency 
and even negotiations with business partners.

Close involvement
The close involvement of  Olam’s finance team with the 
business’s operations is one reason why Venkat makes a 
point of  employing many ACCA graduates; he feels that 
they have a keen awareness of  what is happening in the 
world, supported by the research and development that the 
organisation carries out. ‘I have seen over the years that 
ACCA turns out good professionals with a solid knowledge of  
accounting and soft skills,’ he explains. 

Soft skills are of  particular importance in Olam’s 
corporate culture, he adds, pointing to his team’s recent 
huge effort to centralise cost control. Olam’s business » 

t
he year was 1994, and 26-year-old Srinivasan 
Venkita Padmanabhan stood outside the building 
housing his new employer, Chanrai International. 
It was an ordinary house, with an old car parked 

outside, and when he went in, all he found was a 
completely empty room.

‘There were not even any filing cabinets,’ recalls 
Padmanabhan, who prefers to be known as Venkat. ‘I was 
really upset. I thought I had been conned! I had left my 
previous job to join this company because they promised me 
a car along with higher pay, and now what was I going to do?’

He started to leave, and was intercepted by the man who 
had interviewed him for the job: the founder and CEO of  
Chanrai International’s India business. ‘You are the second 
employee,’ his new boss told him. ‘I am the first.’

And that was the start of  a decades-long career with the 
company that would grow into multinational agriculture giant 
Olam International. Today, Venkat is the senior vice president 
of  Olam and global business finance head for its major 
product lines, having guided the company all the way from 
its inception in a living room to its listing on the Singapore 
Exchange and subsequent multi-billion-dollar growth.

‘I was the co-founder of  the India operation,’ Venkat 
explains, recounting the early days. ‘We started from 
scratch; I did everything at the start, right down to designing 
the cabinets for the office. How many finance guys get to 
design cabinets for their company?’

That humble beginning, however, shaped the role of  
finance in Olam. Because the company’s accounting and 
finance people were so closely involved with the business 
from the very start, the finance function has never been 
relegated to a back-room role. Instead, it has always been a 
business partner, with a seat at the table for all discussions 
and the ability to contribute from its own perspective.

‘Because we are not on the hot seat, we do not feel 
pressure to deliver profit. But at the same time, we share 
the responsibility, we can see what aspects of  the business 
are doing well, what should be nurtured and what should 
be corrected, and we can share the insight to the business 
leaders,’ Venkat says. ‘That is incredibly valuable, and it’s 
possible because we are non-hierarchical. Our position is all 
about how much we can contribute.’

This was especially crucial in Olam’s early years, 
when the company’s strategy was to focus on specifically 
chosen commodities and supply chain management. The 

Olam InternatIOnal 
Olam International is a major supplier and 
distributor of agricultural commodities, 
operating in 65 countries and employing 
more than 23,000 people worldwide. 
Originally established in 1989 as Olam 
Nigeria by the Kewalram Chanrai Group – 
exporting raw cashew nuts from Nigeria to 
India – the company quickly developed into 
an independent agricultural export business, 
extending across the value chain from 
upstream to processing. 

Olam International was incorporated 
in Singapore in 1995 and listed on the 
Singapore Exchange in 2005. In 2006, the 
company developed a growth strategy that 
focused on both organic and inorganic 
approaches, rolling out a mergers and 
acquisitions framework in 2007. 
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*‘Seek out innovation and new 
experience, but also have a little 
patience. You will not reach the top 
in one day.’

* ‘You are the most valuable asset that 
you have. Focus on learning; keep 
yourself up to date, read, participate, 
network, speak in forums, move around 
outside the office.’

* ‘Maintain your physical and mental 
health.’

* ‘Take the risk. Experience is the most 
important thing you can ever have as a 
professional, and the best time to gain 
it is when you are young and energetic.’ 

* ‘Every night before you sleep, reflect on 
what you have learned and think about 
how to use it to improve yourself.’

* ‘Realise that there is no free lunch. To 
reach any level of competence, you will 
have to work smart and work well.’

and culture to them – Venkat invested considerable time 
outside his work on personal development, from undergoing 
a neurolinguistic programme to becoming a certified coach 
and joining Toastmasters International.

‘Today, I would say my style is more participative, less 
dictatorial, and I think I am greatly in control of  myself,’ 
he says. ‘If  a situation arises, I will respond clearly and 
analytically and, as far as possible, not react.’

Observation and reflection
Nevertheless, he adds, improving one’s leadership skills is 
not just a matter of  classroom training. ‘It’s an easy way 
of  obtaining a skillset that is useful to you,’ he notes. ‘But 
at the same time, I would say it only provides about 10% 
to 15% of  your leadership skill; 80% of  your leadership 
evaluation is from keenly observing others and reflecting on 
what you see.’

In practice, Venkat believes that leadership is not about 
following classroom training either, but about walking the 
talk so that people imbibe a role model through practice 
rather than words. Following the example of  his CEO, he 
spends time with newcomers to his department, bringing 
them up to speed and setting an example of  his own in the 
process. At the same time, he tries not to be too heavy-
handed, especially with younger staff: it is, he explains, not 

strategy currently focuses on consolidation and growth, and 
some years back, sustained cost management was made a 
priority. Venkat, as head of  the sustained cost management 
programme, was at the forefront of  that overhaul and 
describes it as a Herculean task. It involved, he says, not 
only implementing processes but also raising awareness 
and changing mindsets that had been in place for some 
time. In theory, it looked like a deceptively simple matter of  
communications and leading by example; in practice, it took 
three years and a great deal of  support from the CEO to 
make people wholeheartedly accept the change.

‘Less bureaucracy is the DNA of  Olam,’ he explains. 
‘We wanted cost to be part of  our attitude towards money, 
especially shareholders’ money, and we wanted this attitude 
to be a natural part of  the way people think and work rather 
than being a rule they must follow. We’ve made good progress; 
these days, people are more conscious of  their budget. But it 
took a lot of  leadership, right down from the top.’

In terms of  his own leadership approach, Venkat 
explains that this is something he has worked on over the 
years. ‘People used to call me a go-getter and a little bit 
aggressive,’ he admits. 

Inspired by fellow leaders such as CEO Sunny Verghese 
– who spends four to five days each year meeting with 
newcomers to the company and explaining Olam’s strategy 
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the culture of  Olam to rigidly enforce directives from the top, 
and it is not the leadership style he wants to practice either.

‘I’m a great fan of  Generation Y,’ he says of  this approach. 
‘I believe that these people have a lot of  energy and creativity, 
a lot of  independence, and my advice to managers would be: 
let them go. Let them do it their own way. We are part of  the 
old generation, and we should not force them to follow our 
ideas. There are multiple ways of  doing something, so let 
them have their own path to achievement.’

In the same way, Venkat is open to feedback on his 
own performance, and especially values input from team 

members. ‘Every year on my birthday, I take time to 
review my observations and the feedback I have received,’ 
he says. ‘I reflect on how effective I have been. In each 
of  my roles, my effectiveness depends on how well I can 
provide value to my team members and get their respect – 
not because of  my position but because of  how well I can 
contribute to them.’

‘When I contribute to any topic, it’s not about who I am, 
but who I’ve been made by the company,’ Venkat says of  his 
career to date. ‘We – myself  and all the people at Olam – 
own this company. When someone talks about the company, 
we say: this is a company we built.’

Grassroots work
That ethos extends into his personal life outside work. There 
are, he says, four broad aspects of  personal development. 
One is career at work, because it is the place at which 
we spend the most time; one is personal development in 
terms of  staying in touch and actively participating in our 
professional and personal circles; one is our duty to the 
country or society to which we belong and which shapes our 
lives outside work; and one is family. For this reason, he has 
been deeply involved with social and grassroots work since 
moving to Singapore in 1998.

‘When I came here, I was fascinated by the members of  
Parliament: how simply and humbly they moved around and 
interacted with people,’ he says, contrasting the atmosphere 
in Singapore with the more distant behaviour of  politicians 
in India. ‘Then I found out about the People’s Association, 
which does so much to create community bonds through its 
activities. That induced me to join.’

Eventually, Venkat took up Singapore citizenship in 2003 
because he was drawn to the racial inclusiveness, secure 
living and good governance. This was the cue for him to 
increase his social involvement even further. He joined 
grassroots organisations such as the Citizens’ Consultative 

Committee in his constituency, was 
the chairman of  Meyer Neighbourhood 
committee and became an integration 
and naturalisation champion, helping 
new citizens and permanent residents 
settle in the community. He remained 
active in grassroots work up until his 
third child was born, and then stepped 

down from the more demanding positions to spend more 
time with his family. But he still participates in grassroots 
work for the sake of  doing more.

‘I want to give back to the community,’ he says simply. As 
with the other aspects of  personal development, whether in 
career or personal life, it is about playing your own part, he 
explains: ‘If  you want to do something for your company, for 
your family, for your society, you have to play your role. You 
are the governance; you make your own change.’ ■

Mint Kang, journalist

▌▌▌’we share the responsibility, we can see 
what aspects of the business should be 
nurtured and what should be corrected’

2013
Senior vice president and global 

finance head – products, Olam 
International. 

2010-present
CFO, Invenio Holdings, Singapore.

2005
Head and senior vice president – product/
region (finance and accounts), Olam 
International. 

2001
General manager (finance and accounts), 
Olam International. 

1999
Product financial controller, Olam International.

1997
Regional financial controller – South East 
Asia, Olam International.

1994
Director/financial controller (India 
operations), Olam International. 

1992
Assistant manager (finance and accounts), 
English Indian Clays (Thapar Group).

1991
Finance manager, Travancore Oxygen, India.
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calls for clarity
At the Singapore Accountancy Convention, it was agreed that financial reporting has much 
room for improvement. Complexity is here to stay, so the key is to find coping mechanisms

f
inancial reporting appears to be going off track, 
and something needs to be done: that was a key 
point of discussion recently, at the Singapore 
Accountancy Convention 2014. The annual event, 

organised by the Institute of Singapore Chartered 
Accountants (ISCA), this year featured forums on ethics, 
integrated reporting and standards development.

The standards development forum, in particular, touched 
on how IFRS may have become less useful following the 
global financial crisis of  2008. As a result of  the regulatory 
concerns raised by the crisis, the complexity of  financial 
standards has escalated, along with the cost of  reporting. 
And as the complexity increases, the usefulness of  the 
reports is decreasing, said speakers at the convention.

▲ the nub of the matter
Panellists including Helen Brand (third from left) discussed 
the factors affecting financial reporting and suggested ways 
for organisations to improve their processes to cope with IR

‘Wherever I go, I hear the same concerns about 
financial reporting,’ said Hans Hoogervorst, chairman 
of  the International Accounting Standards Board (IASB). 
In his opening remarks at the convention’s standards 
development forum, he recounted: ‘People complain that it 
is too complicated, that financial reports have become too 
long, and that the real message gets drowned in excessive 
disclosures. I fear that most of  this complexity is simply a 
reflection of  an increasingly complex economic reality.’
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Finance professionals spoke of  a growing sense of  
inadequacy in the face of  the increasing complexity. To 
laughter from the audience, Tham Sai Choy, managing 
partner at KPMG in Singapore, described how he and his 
colleagues find themselves struggling with some of  the 
concepts in today’s financial reporting: ‘If  I come to the 
Singapore Accountancy Convention, I feel that I need to 
mug up for three days so that I can talk intelligently with my 
colleagues on the panel, and I already have a three-decade 
headstart on many of  the people in the room,’ he said.

The IASB is putting considerable effort into improving 
disclosures through the Disclosure Initiative, started in 2013. 
Just this July, comments closed on the exposure draft of  

proposed amendments to IAS 1, which states that immaterial 
information should be excluded if  it overshadows material 
information, including in the notes. The Conceptual Framework 
is also coming under review, with a series of  proposed 
changes listed in the discussion paper released last year.

Speakers at the convention agreed that the key to clear 
disclosures and understandable standards is compromise. 
There is a need for standard-setters, preparers, auditors and 
regulators alike to come to an agreement on what definitions 
and concepts are acceptable, and whether these pertain to 
basic items such as assets and liabilities, or more contentious 
issues such as other comprehensive income. Moreover, people 
need to bear in mind that standards exist not for the sake of  
having them, but for the good of  stakeholders.

‘The only reason to have accounting standards is to achieve 
accountability,’ said Professor Katherine Schipper of  Duke 
University’s Fuqua School of  Business. Schipper, who talked 
about the importance of  the conceptual framework, described 
many of  the current issues with the standards as ‘self-inflicted 
complexity’ – derived not from commercial arrangements, but 
developed by accounting professionals themselves because 
some of  these basic conceptual issues have not been resolved.

In some cases, said IASB’s Hoogervorst, complexity 
arises because of  a lack of  agreement between preparers 
and regulators, resulting in preparers being over-cautious. 
‘No CEO has ever been sacked for excessive disclosures, 
while restatements can be rather career-limiting,’ he 
observed, adding that this issue is further fuelled by the 
relative ease of  using boilerplate and checklist methods.

Some speakers also suggested that part of  the reason why 
stakeholders cannot come to an agreement is a tendency for 
them to compartmentalise their roles. Citing the behaviour of  
bank regulators in the US, Schipper said that they often prefer 
to leave the enforcement of  the reporting process to the 

Financial Accounting Standards Board rather than understand 
the conceptual framework and the reporting process.

At the same time, however, other speakers pointed out 
that stakeholders need to be wary of  reaching an emotional 
compromise rather than a dispassionate consensus, and 
that the best solutions arise from professionalism by all the 
parties involved – especially accounting professionals, board 
members and the management team. ‘I think [such solutions] 
are the bigger prizes to focus on in the area of  complexity,’ 
said Robert Hodgkinson, technical executive director for the 
Institute of  Chartered Accountants in England and Wales.

Integrated reporting (IR) is being heralded as the solution 
to complexity, one that calls for preparers to follow their 

judgement rather than relying on 
accounting standards or bowing to 
perceived regulatory pressure. 

ACCA is the world’s first international 
accounting organisation to have made 
IR a part of  the assessment for its 
Qualification. In her presentation on how 
IR has caught on globally, ACCA chief  

executive Helen Brand explained that it answers one simple 
question: what value is being created by the organisation? 
Using the example of  ACCA’s own experience with IR, she 
said: ‘As chief  executive, I see a very large part of  the 
attraction of  IR as focusing and energising people internally. 
There is nothing more motivating than seeing people working 
for ACCA, understanding how she or he is creating value.’

Other speakers concurred that IR is not so much about 
standards and compliance, as it is about the process, the 
guiding philosophy and the communication. PwC partner 
Chen Voon Hoe said the size of  the report is inconsequential, 
adding that, out of  30 Straits Times Index companies using the 
PwC global IR benchmarking tool, the thickest annual report 
in Singapore had more than 250 pages, yet was ranked last.

Common misconceptions
Speakers also highlighted two major issues that financial 
reporting, including IR, is prone to, but which IR is intended to 
resolve and of  which preparers should be wary. The first is the 
tendency for preparers to use a boilerplate approach, putting 
all their efforts into the process of  the first report and then 
reusing it. The second is allowing the process to be overly 
driven by external parties, whether auditors or consultants.

In Singapore, IR – and the entire concept of  simplified 
disclosures – has its champion in the ISCA. Since early 
2013, the institute has taken a leading role in promoting 
awareness and adoption of  IR here, and the convention’s IR 
forum – which drew some 350 attendees – is the third ISCA 
event dedicated to thought leadership in IR.

The efforts of  the ISCA and its partners in the profession 
have placed Singapore at the forefront of  the South-East 
Asian region in terms of  thought leadership, awareness and 
academic research. However, implementation is still behind: 
although a great many companies have professed interest » 

▌▌▌There is a need for sTandard-seTTers, 
preparers, audiTors and regulaTors To 
agree on whaT definiTions are accepTable
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in IR, only DBS Bank has produced an integrated report 
to date. A survey jointly conducted by the ISCA and the 
National University of  Singapore found that some 70% of  
respondents have only a weak knowledge of  what IR involves, 
and are not even optimistic that adopting IR will make 
Singapore a more attractive place to invest or do business.

However, Brand pointed out that given IR has only been 
around for a short period, a high adoption rate cannot be 
expected just yet. The number of  companies using IR will, she 
estimated, only rise sharply within the next two or three years. 

Brand suggested that Singapore can learn from countries 
such as South Africa, which was the world’s earliest adopter 
of  IR and has made it mandatory through stock exchange 
regulations. South Africa’s experience, she pointed out, has 
shown that investors have an interest in IR and display greater 
confidence in companies that use the IR framework well.

She also observed that IR can be market-driven and, in 
fact, should not be compliance-driven: ‘Law enforcement is 
the wrong way to go about implementing IR, because we want 
people to innovate and experiment rather than sticking to the 
book. The IR framework is about using the existing standards 
to describe the story of  the business rather than inventing 
new standards. It’s about adopting the tools in the best way, 
not about slavishly following every part of  the framework.’

Perhaps the most significant indication that stakeholders 
here are ready to accept IR, even if  they do not understand it, 
is in their willingness to take the cue from professional bodies 
and regulators. According to the results of  the ISCA-NUS 

survey, respondents believe that the ISCA and regulators have 
a significant educational, training and advocacy role to play.

Professor Ho Yew Kee, head of  the National University of  
Singapore’s department of  accounting, who presented the 
survey results, interpreted it thus: ‘If  IR is a journey, then 
respondents are saying, “Let us start the journey.”’ ■

Mint Kang, journalist

◄ Championing ir
ACCA chief executive Helen Brand 
told delegates that IR answers one 
simple question: what value is 
being created by the organisation?

Between January and March 2014, 135 ISCA 
members – mainly financial report preparers from 
non-listed companies across a range of  industries – 
were surveyed on their understanding of  IR. Some of  
the key findings are:

* 66.7% of  respondents had little or no knowledge of  
IR, and there was not much difference in the levels 
of  knowledge between preparers and non-preparers

* 92.2% wanted to find out more about IR

* 72.6% believed IR will improve financial reporting

* Most of  the respondents believed that the cost of  
implementation of  IR outweighs its benefits

* Respondents were aware that sustainability 
reporting is a subset of  IR, and that the two overlap 
but are not perfect substitutes.

Ir In sIngapore
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Eyes on the prize
As Singapore continues with its ambitious plan to become an accountancy hub for  
Asia Pacific, can the city-state succeed in its vision and take the sector to a new level?

Singapore’s ambitions to create 
a regional accountancy hub 
are continuing apace – and 
developing in a number 
of directions. 

In 2008, recognising 
the potential to turn the 
country into a centre for 
accountancy services, 
the government set 
up the Committee to 
Develop the Accountancy 
Sector (CDAS). Its 2010 
recommendations 
included the creation 
of  a qualification 
programme, an 
institute for CFOs, a 
research centre and a 
government body to 
oversee the sector. The 
CDAS 2020 Vision aimed 
to transform Singapore 
into a leading global 
accountancy hub for the Asia-
Pacific region by 2020.

More than four years 
after the publication of  those 
recommendations, however, challenges 
remain. Audit firms are still talking 
about fees that are too low, leading 
to compressed profit margins. Given 
their limited manpower, many smaller 
firms are finding it tough to expand 
their scope of  services towards areas 
such as risk management and internal 
audit – although such expansion is 
necessary to reduce their dependence 
on audit fees. Firms must also deal 
with the technical challenges of  ever-
changing audit standards, as well as 
incorporating new technology.

Human resources are another 
big issue. One hurdle is finding ways 
to make the sector more attractive 
so that more top talent will choose 
to study accounting. For those who  
do join the profession, the challenge 
is then to retain them within firms 
where a high attrition rate is a well-
known feature.

In addressing the concerns, the 
Singapore Accountancy Commission 

But there is optimism that 
Singapore’s dreams for the 

industry can be achieved. The 
country has a reputation for 

technocratic leaders who 
are well versed in pursuing 
pragmatic solutions to social 
and economic issues, turning 
Singapore into a hub for 
everything from finance 
to transportation.

Already, the country has 
taken many of  the steps that 
it believes will set it in good 
stead. The SAC was established 
after legislation was passed, 
showing the support of  
lawmakers for the sector’s 
vision. The Singapore CFO 
Institute has been set up, as 
have institutes and centres 

of  excellence for valuers, 
appraisers and internal audit, 

and the SAC has also established 
the Accountancy Sector Research 
Centre; the latter will spearhead 
national projects investigating issues 
ranging from industry manpower 
planning, competitiveness and talent 
development challenges, as well as 
productivity-related matters.

One major milestone was the 
2013 launch of  the Singapore 
Qualification Programme (Singapore 
QP). This offers a career pathway 
to graduates with either accountancy 
or non-accountancy degrees, as 
well as qualified candidates from 
throughout the region. It will 
thus add diversity and depth to 
the talent pool of  the accountancy 
profession. In addition, expressions 
of  intent have been inked with 
accountancy bodies in other 
countries to explore routes to 
reciprocal membership. 

It is plainly obvious that Singapore 
has taken many steps towards its goal 
of  developing the sector, and it has a 
well-thought-out road map. ■  

The writer covers financial issues 
in Singapore

(SAC) – the statutory body formed 
last year – conducted a wide-ranging 
study of  the sector, in collaboration 
with ACCA and the Institute of  
Singapore Chartered Accountants 
(ISCA). A key finding was the 
interest among students to pursue 
careers in new growth areas such 
as internal audit, risk management 
and valuation. This ground-breaking 
report will enable the formulation of  
policies and programmes that are 
more data driven and targeted. 

Meanwhile, the growing 
importance of  integrated reporting 
(IR) was highlighted at an SAC/ISCA 
forum in April that laid out the city-
state’s aim of  becoming a leading IR 
knowledge and resource centre, and a 
recent event run by the SAC and the 
Institute of  Valuers and Appraisers of  
Singapore focused on the growth of  
business valuation as a key skill set 
for the future. 
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Following the crowd
With the power of the internet growing, regulators in Malaysia are catching on to  
the fact that equity crowdfunding is a potent force in the financial world, says Errol Oh

There is always somebody somewhere 
thinking about how to use the 
internet to rearrange our lives. And 
when a winning idea takes off, we all 
eventually have to adapt. 

Those who stand to benefit will 
gladly embrace the new order, while 
those whose way of  doing things has 
become inefficient and inconvenient 
must adjust or risk being sidelined.
The regulators, too, have to respond 
because existing laws and procedures 
often do not take into account internet-
based operations.

The latest instance of  this in 
Malaysia is the proposal by the 
Securities Commission (SC) on how it 
should oversee equity crowdfunding 
(ECF). In August, the commission 
published a consultation paper to 
seek public feedback on its proposed 
regulatory framework for ECF.

Crowdfunding is basically the 
raising of  money through the 
internet, and includes donation 
crowdfunding, reward crowdfunding 
and peer-to-peer lending. However, 
the SC is looking at supervising 
only ECF, which it defines as 
‘a new form of  fundraising 
that allows start-up or 
other smaller enterprises to 
obtain capital through small 
equity investments from 
relatively large numbers 
of  investors, using online 
portals to publicise and 
facilitate such offers to 
crowd investors’.

Malaysia is 
not far behind the 
developed economies 
in recognising that 
crowdfunding may 
well be a potent force 
in the financial world. 
In October last year, 
the US Securities and 
Exchange Commission 
came up with proposed 
rules to govern the offer 
and sale of  securities 
via crowdfunding.

But the SC is, of  course, thinking 
ahead. In a press release it said: 
‘The SC considers alternative funding 
channels, such as ECF, a crucial and 
innovative market-based structure 
to facilitate growth of  new small-
scale enterprises, which contribute 
significantly to the national economy.’

The regulator believes that ECF can 
help boost the small and medium-
sized enterprise (SME) sector, which 
contributes a third of  Malaysia’s GDP 
and employs 60% of  the workforce; 
last year, 97.3% of  businesses in 
the country were SMEs. Many have 
trouble getting money from traditional 
financing sources, and yet they are 
not large enough to go for an initial 
public offering. Imagine what has been 
lost because brilliant ideas have been 
deprived of  funds.

This is where ECF can be a game 
changer. However, for it to become a 

viable option in Malaysia, 
it must operate within a 
regulatory framework 
that is light enough 
to promote expansion 
and yet has sufficient 
safeguards to 
protect investors.

The SC’s proposal 
covers the operations 
of  ECF platforms, 
and the eligibility of  
those who seek funding 

through these platforms 
and of  the investors who 

participate in ECF.
These are early days for 

ECF in Malaysia, but the public 
consultation is a good start. 
If  it leads to the SC striking a 
balance between the growth of  

the ECF industry and investor 
protection, we may one day see the 
wisdom of  the crowd faring better 

than the herd behaviour 
that plagues the 
stock market. ■

Errol Oh is executive editor 
of The Star

After conducting a public consultation 
on crowdfunding in 2013, the European 
Commission’s follow-up moves include 
forming an expert group and carrying 
out studies. Meanwhile, in February the 
International Organisation of  Securities 
Commissions issued a working paper 
on crowdfunding with the aim of  
identifying investor protection issues 
and determining whether crowdfunding 
poses a systemic risk to the global 
financial sector.

Malaysia has only a handful of  
crowdfunding websites, mainly serving 
as funding platforms for creative 
projects. The law currently does not 
allow the project owners to solicit 
money in exchange for equity or 
financial returns.
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Boomers beware
Some older CFOs may still harbour – or be perceived to harbour – traditional  
ideas about the finance function that could harm their career, says Cesar Bacani

In my last column, I wrote about 
the Millennials among us: finance 
professionals in their 20s and 
early 30s who apparently have 
different values and expectations 
from previous generations and must 
therefore be managed differently in 
the workplace. 

Subsequently, I was invited to 
speak to a finance networking circle at 
one of  their regular meetings. There I 
met one of  the organisers, a Boomer 
(the generation aged 49-67) who is a 
CFO in transition. He told me about his 
job search.

His executive recruiter said that one 
company he interviewed with was very 
impressed. But they eventually decided 
against hiring him because he was 
‘too experienced’; he has held senior 
finance positions in seven companies. 

‘How can you be too experienced?’ 
this CFO wondered. He suspects his 
age had something to do with it. The 
interview panellists seemed to be in 
their 30s. They were also all locals 
(the CFO hails from London), and 
possibly felt that he would expect an 
expat package, even though he made 
clear he was happy to come in on 
local terms.

‘My wife suggests I dye my hair,’ 
said the CFO. 

But it’s probably not just a 
question of  outside appearances. 
I think he also needed to 
demonstrate that his ideas and 
attitudes are in step with current 
expectations around financial 
management and the job of  
the CFO.

I was reminded of  
this when I wrote a story 
about a 40-year-old CFO 
in Hong Kong who was 
transforming finance at a 
textile company. He was 
automating processes and 
transferring some tasks to 
a shared services centre 
to free his 300-strong 
staff  to focus on 
business partnering.

accountant (he has an MBA and used 
to be a management consultant) and 
for supposedly reporting to the sales 
director/vice chairman. 

‘That is a total undermining of  
the accounting function and integrity, 
if  not an insult to the accounting 
profession,’ the poster continued. I 
don’t know whether the facts of  the 
case are indeed as presented, but I 
am struck by this poster’s seemingly 
traditional world view. 

I can imagine the consternation 
among Millennials comprising a 
hiring panel were this poster to 
interview for a job. If  he or she 
insists that the CFO should make 
accounting the priority – rather than 
business partnering and financial 
planning and analysis (FP&A) – then 

the Boomer candidate may well 
get short shrift. 

Upholding 
accounting 
integrity 
remains crucial, 
but focusing 

as well on FP&A 
and partnering does 

not necessarily detract from 
it – as indeed professional 

bodies like the ACCA have 
been emphasising.

I’m not convinced that this is a 
generational Boomer vs Millennial 

issue. I’ve met many older CFOs 
who profess to believe that finance’s 
job goes beyond accounting. But 
some long-serving members of  
the finance team may still cling 
to what they know and have been 
doing for decades.

They may well find themselves 
sidelined in their present job if  they 

don’t get on with the new programme. 
After all, the Millennials will soon be 

ascending to the top leadership 
posts and they bring new 
thinking and expectations with 
them. ■

Cesar Bacani is editor-in-chief 
of CFO Innovation

In the comments section, someone 
who said he was working in the 
same company was very sceptical 
about the young CFO’s chances of  
success. He said that the head of  the 
management accounting team has 
been with the company for more than 
20 years, while the senior manager 
reporting to that team leader has been 
there for over 15 years.

‘They know group elimination 
inside out, but will these accountants 
understand business partnering?’ 
wrote the poster. He also called out the 
CFO for not being a qualified 
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Principles and public sector
New ACCA president Anthony Harbinson reveals what the key themes of his presidency 
will be – ethics and the role of the accountant, and making the public sector more efficient

I am delighted to have been elected to serve as your president for the year 
ahead. It is a great honour to hold office with ACCA and I 
have already had the great privilege to meet with large 
numbers of members and students as vice and 
deputy president of ACCA.

I also want to pay tribute to Martin Turner for 
his great work as president in the past year.

I would like to take this opportunity to 
give you an outline of  my career and my 
membership of  ACCA.

I became a member in 1994 and was 
lucky enough to be elected to ACCA’s Council 
in 2007. I have served as president of  the 
Ulster Network and president of  ACCA Ireland, 
and chaired a number of  global committees 
for ACCA. Last year I was also chairman of  the 
UK Consultative Committee of  Accountancy 
Bodies (CCAB). 

My career has been spent in Northern Ireland, 
working in the public sector where I am director 
of  safer communities for the Northern Ireland 
Department of  Justice.

My interests are football, reading, travel and 
charity work.

There are two key themes on which I would like to 
focus in my presidential year. 

The first is an issue which is important for us all – 
ethics and the role of  the accountant. Not only do we 
have a responsibility to behave ethically, but we also have 
to ensure that the organisations we work for have an ethical 
approach to business and operations.

My second key theme is emphasising 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 public sector has felt the full effects of  the 
global economic crisis – and continues to do so 
even as the private sector shows signs of  recovery. 
Continuing to deliver within tight budgets makes 
it more important than ever to have more fully 
qualified accountants working in the sector, as 
well as enhancing the financial awareness of  
more non-accountants to support them 
in their decision-making and use of  
precious resources.

I look forward to meeting as many 
members as possible in my year ahead 
and to representing your views within 
ACCA and around the world. ■

Anthony Harbinson FCCA is director 
of safer communities in Northern 
Ireland’s Department of Justice
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I can trace my career in finance 
back to my year off between school 
and university when travelling with 
friends. Money was tight and I became 
the natural leader of  the group in 
preparing what, on reflection, were 
budgets and cashflow forecasts. When I 
returned, I was offered a job as a cadet 
in an accounting firm. I snapped up 
the opportunity and quickly realised 
I was good with numbers. I also found 
I had a flair for connecting with the 
human side of  what we do, the people. 

My formal studies in accounting 
didn’t actually come until later, 
after studying political science 
and humanities at university. I’m 
a strong believer that having a 
diverse background has enabled 
me to connect better with clients 
and colleagues, as well as enabling 
me to bring a different perspective 
and differentiate myself, which has 
ultimately benefited my career.

There are two standout changes 
I’ve observed over the past 10 
years – firstly, technology is forcing 
accountants to deliver work in much 
tighter timeframes. The rate at which 
technology has changed the way 
we interact with clients and prepare 
documents/reports is astonishing. 
Clients have become less reliant on 
their accountants for analysis and 
interpretation, as they now have all 
this at their fingertips. Clients 
spend much more time 
looking forward, and 
when they do look back, 
they’re no longer looking 
at a set of  accounts 
produced four or five 
months after year-end, 
they’ve likely been 
produced four or five 
weeks after. 

‘ i found i had a flair for connecting 
with the human side of what we do’ 
chris mcKendricK, senior manager,  
grant thornton, australia

The second change is also aligned 
with technology: the commoditisation 
of compliance work. There is fierce 
competition in the market in relation 
to compliance work and clients 
have become very price-sensitive. To 
combat this, a number of  firms now 
offshore compliance work to lower-cost 
countries, driving the price down even 
further. Professional services providers 
now have to add value in other places 
to maintain clients – gone are the 
days of  feathering your nest with 
compliance-only clients.
  
This all means my role is incredibly 
varied and there are a number of 
aspects to it, but at the very core 
is risk mitigation. We act as a 
sounding board for clients, helping 
them validate a decision or providing 
an alternate viewpoint. Whenever the 
phone rings you never know what the 
opportunity will be; it could be a tax 
question, an issue with cashflow or 

someone wanting to 
know the impact 
of  regulatory 
change on their 
business. The 
trick is knowing 
your own limits 
and when to 

connect them 
with specialists 

in the 
firm. ■

snapshot:
managing risK
Risk management is a 
fascinating area for finance 
professionals in practice to 
work in. This fast-moving 
environment is influenced 
by almost everything social, 
political, geophysical and 
technological, but your advice 
can literally be a matter 
of life or death in some 
situations. No pressure.

‘Risk is now dominating 
discussions at board meetings 
across Asia-Pacific,’ says Sally 
Freeman, national partner 
in charge of  risk consulting, 
KPMG Australia.  

‘We are seeing companies 
grappling with the issue of  
implementing risk into the 
business. The business needs 
to own the risks they are 
taking, while risk management 
needs to illustrate the 
consequences of  decision-
making in a meaningful way. 

‘The two must engage, 
and the challenge for the 
risk function is to ensure it is 
seen as a trusted and valued 
adviser, not a block on activity.’ 

42%
According to the Aon’s 2013 
Global Risk Management 
Survey, 42% of  respondents 
reported loss of  income from 
the top 10 risks (the highest 
of  which was slow economic 
recovery) last year. The survey 
questioned 1,415 respondents 
from companies of  all sizes 
– both public and private –
around the globe.

the view from
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Accountancy firms auditing 
overseas-listed Chinese companies 
are keeping a close eye on a draft 
regulation released by China’s 
finance ministry in April which would 
restrict the roles that foreign auditors 
can play in this work.

The draft regulations on cross-
border audit services would prevent 
accountancy firms registered outside 
mainland China from carrying out 
audits alone for Chinese overseas-
listed enterprises, including those 
with operations in China. To handle 
such work, non-Chinese practices 
would have to strike cooperation 
deals with firms from the top 100 
mainland practices, as recognised 
by the Chinese Institute of  Certified 
Public Accountants (CICPA). Under 
such arrangements, the foreign firm 
would have to take responsibility for 

any mistakes in the audit, but their 
recommendations would not have 
legal effect in China; that would be the 
preserve of  audit papers approved by 
the local partner.

Perhaps unsurprisingly, this 
proposal has caused concern, 
especially in Hong Kong, where 
many mainland Chinese companies 
are listed and whose accountancy 
firms handle plenty of  auditing 
business as a result. They may 
lack the mainland Chinese affiliates 
they need to undertake this work. 
As a result, officials from the Hong 
Kong Institute of  Certified Public 
Accountants (HKICPA) met Chinese 
finance ministry officials to discuss 
the proposals in late June.

HKICPA president Clement Chan 
says that while he accepts that the goal 
of  reform is to fill gaps in mainland 

cross-border audit regulation, improve 
quality and increase the international 
exposure of  mainland accountants, 
there is concern over whether 
‘introducing the provisional regulations 
is the ideal method’.

According to Chan, ‘the most 
ideal arrangement would be to allow 
the non-PRC CPA [People’s Republic 
of  China chartered professional 
accountant] firms signing the auditor’s 
report to decide if  they need to engage 
PRC CPA firms.’ If  they do decide 
they need such a partner, they should 
choose from firms ‘already qualified to 
audit listed entities within China’.

To do otherwise, suggests Chan, 
would be to breach mainland, 
Hong Kong and international 
auditing standards that ensure that 
accountancy firms responsible for 
an audit can choose whether their 

Under scrutiny
Mainland China’s proposal to place restrictions on foreign auditors could have 
implications for Hong Kong’s professionals as well as adherence to international codes
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own staff  or external accountants 
undertake work. 

Legislative council concern
Concern has spread to Hong Kong’s 
legislative council; financial services 
member Christopher Cheung aired 
the potential for the reform to 
increase risks for investors in Hong 
Kong-listed mainland companies, 
should audit quality decline. He asked 
Hong Kong’s government ‘whether 
it will take measures to prevent 
the rise of  risks associated with 
misrepresentation of  accounts by 
mainland enterprises listed in Hong 
Kong’, to protect the reputation of  the 
Hong Kong stock market.

In reply, Hong Kong’s secretary 
for financial services and the treasury, 
Professor KC Chan, said: ‘We 
understand the concerns expressed,’ 
and had asked for clarification 
from the finance ministry, while 
relaying Hong Kong accountants’ 
concerns. He pointed out finance 
ministry concerns that ‘there have 
been irregularities when overseas 
accounting firms carried out  
cross-border audits in the mainland’. 
The proposals aim to ‘strengthen 
the regulation of  such activities,’ 
he said.

The regulation may yet be finessed. 
Writing in his China Accounting 
Blog, Professor Paul Gillis of  Peking 
University’s Guanghua School of  
Management noted that the split 
in responsibility for an audit was ‘a 
fatal flaw in the Chinese proposal’. 
By requiring ‘that the overseas firm 
delegate all of  the audit work to its 
mainland member firm yet retain full 
responsibility for the audit,’ he noted 
HKICPA comments that this would 
violate auditing standards under Hong 
Kong accounting standard HKSA 600. 
‘It would also violate the principal 
auditor rules of  PCAOB [the US’s 

Public Company Accounting Oversight 
Board] auditing standards. The 
auditor who does the work needs to 
take responsibility for it and sign the 
opinion,’ wrote Gillis. 

In addition, Chan notes that several 
issues need clarification, including 
the definition of  operating entities in 
mainland China, the scope of  work 
under cooperation arrangements, 
whether non-mainland accountants 
can enter China to review and 
observe local audit work, and how to 
deal with expected follow-up actions 
for non-compliance.

The finance ministry is certainly 
keen to allay fears by improving the 
quality of  cross-border auditing 

services within China, protecting 
domestic and foreign investors 
and filling a legal gap over who 
is responsible for cross-border 
auditing services for overseas-listed 
Chinese companies. 

Of  course, major international 
accounting networks such as the 
Big Four are not overly worried about 
the change; they have mainland-
registered affiliates and can 
reorganise audits of  overseas-listed 
Chinese firms in house to comply 
with the regulation.

‘Regulatory vacuum’
Albert Au, chairman of  BDO Hong 
Kong, a member firm of  BDO 
International, says: ‘Putting my feet 
into the shoes of  China’s finance 
ministry, I understand their initiative…
is to fill the regulatory vacuum. Some 
foreign accountant firms tend to hire 
China’s smaller accountant firms 
when they need to issue auditing 
reports for Chinese clients, which 
aim for listing on the New York Stock 
Exchange. Some of  those auditing 
reports are of  bad quality.’ He says 
that the regulation was designed to 
promote China’s national interests, 

with the hope that original audit 
reports remain in China.

Au believes that the regulation 
would have a major impact on 
Hong Kong’s accountancy firms, 
as ‘quite a percentage of  them 
are doing business for red-chip 
[HK-listed] mainland companies’. 
He explains: ‘For big accountancy 
firms such as KPMG, Deloitte, PwC, 
EY and BDO, the impact will be 
small. They don’t need to do much 
adjustment or relocate their staff, 
because they have already established 
close cooperation with mainland 
partners. For other medium firms, 
they might need to speed up finding 
mainland partners.’

Indeed, by effectively blocking 
Hong Kong accountancy firms from 
auditing within mainland China, 
the reform would have ‘a profound 
and long-term impact on the HK 
accountancy industry and even its 
financial industry,’ he says. This 
is ‘because HK accountancy firms 
will have to work more closely 
with mainland partners and hire 
fewer [Hong Kong] locals from the 
younger generation.’

On the other hand, looking at the 
US, where many Chinese companies 
also have overseas listings, the 
proposal could mean increased 
business for US accountancy firms, 
according to Michael Dexter-Smith, 
executive director of  the Association 
of  Chartered Accountants in the 
United States. He says that the 
proposed regulation ‘seems to 
be a bonus for Chinese and US 
accountants alike; the Chinese 
firms get the protectionism they 
probably think they want and, 
therefore, some more fees, while 
the US firms realise that the capital 
markets will only give these Chinese 
companies “full market value” with a 
clean, US-based opinion, and so »  
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they will need to do additional 
work, remotely and expensively.’

But other details of  the 
proposal may still cause problems. 
This includes the suggestion that 
foreign accountancy companies 
would have to submit written 
reports to the finance ministry 
on how they have worked with 
local firms within 45 days of  the 
release of  an auditing report. If  
they do not, the ministry may 
force them to make corrections 
to the audit and a complaint may 
be made to their own (foreign) 
national regulators.

Another concern is that the 
draft states that original audit 
documents for overseas-listed 
companies (or those seeking an 
overseas listing) must be kept 
in mainland China, following the 
regulation issued in 2010 and 
sponsored by the China Securities 
Regulatory Commission, the State 
Archives Administration and the 
National Administration for the 
Protection of  State Secrets.

This reflects a common 
concern in Chinese government 
circles about the release of  
information to foreign regulators 
that China would rather keep 
under wraps. Having mainland 
Chinese accountants in charge 
of  collating potentially sensitive 
audit information could of  course 
help the government achieve this 
goal. It was noteworthy that in 
May, the Hong Kong Court of  First 
Instance ordered EY to hand over 
audit documents related to for mer 
mainland client Standard Water 
to the Hong Kong Securities and 
Futures Commission.

‘We are watching to see if  
this particular case would have 
any impact on the provisional 
regulations and other areas 
of  our work,’ says Chan. ‘The 
pressing issue for Hong Kong and 
mainland regulators is to further 
address the issues on how to 
handle auditors’ working papers 
in cross-border audits without 
violating secrecy laws.’ ■

Dongxia Su, Keith Nuthall and 
Kylie Kendall, journalists

ey and standard water: 
compliance or ‘red herring’?
In 2010, Ernst & Young (EY) Hua 
Ming, the auditing company’s 
affiliate in Beijing, resigned as 
auditor of Standard Water, a China-
based water treatment company, 
citing inconsistencies in Standard 
Water’s documents following its 
attempt to go public. Standard 
Water then withdrew its initial 
public offering (IPO) application in 
Hong Kong.

When the Hong Kong Securities 
and Futures Commission asked 
for the audit documents, EY had 
claimed that Chinese secrecy laws 
prevented it from doing so, after 
which the commission sued EY. 
These legal proceedings have been 

brought against the background of  
the commission cracking down on 
false statements in IPO documents 
and making banks criminally 
liable for such claims following 
accounting scandals involving 
Chinese companies.

In May 2014, the High Court of  
Hong Kong ordered EY to hand over 
audit papers for Standard Water 
to the commission. The judge also 
called EY’s argument regarding 
Chinese secrecy laws a ‘red herring.’ 
The decision called on EY to obtain 
any approvals required under China’s 
laws. EY has said it is reviewing the 
decision before deciding whether or 
not to appeal.
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I started my career 
with KPMG in audit 
services in 1996, then 
financial advisory 
services and finally 
into the finance 
space, working for an 
investment banking 
and securities firm 
in Vietnam. These 
areas are actually 
inter-related and 
complementary. Moving 
from accounting to 
finance allowed me to 
get more deeply involved with the 
business side of  firms. My current 
role involves both making financial 
decisions for our company, as well as 
acting as a trusted financial adviser for 
our corporate clients.

My current role is to run Maritime 
Bank Securities (MSBS) and 
develop it into one of the top 10 
securities companies in Vietnam. 
I enjoy making business decisions 
with my colleagues and seeing how 
they turn out. I love discussing new-
business initiatives in order to improve 
client service and differentiate us in 
the marketplace.

The biggest challenge for a CEO 
today is dealing with a volatile 
business environment. Things are 
moving faster and decisions need to 
be made faster, too. A product can 
become out of  date very quickly as 
the competition becomes more fierce. 
As the regulation in the financial 
industry gets more tightened, it is 
a challenge to make money.

Vietnam is a developing market and 
the financial industry remains in its 
infancy. The size of  listed markets 
in Vietnam currently accounts for 

‘ I LOVE DISCUSSING NEW-BUSINESS INITIATIVES 
TO DIFFERENTIATE US IN THE MARKETPLACE’
HUY MAC FCCA, CEO, MARITIME BANK 
SECURITIES, VIETNAM

roughly 40% of  GDP, 
and this is far below 
average. Many large 
state-owned enterprises 
are going through the 
privatisation process 
in order to improve 
corporate governance 
and operational 
effectiveness. 
Financial products 
remain very basic 
and underdeveloped. 
Therefore, there will be 
a lot of  opportunities 

for securities and investment firms 
to grow as Vietnam’s financial 
industry develops.

At MSBS, we’ve developed a ‘service’ 
culture where everyone has to 
‘serve’ relevant stakeholders either 
directly or indirectly. As CEO, I have 
a general obligation to ‘serve’ our 
clients, colleagues and shareholders. 
I spend a lot of  my time thinking about 
new-business strategies and driving 
efforts to implement them. I use my 
international work experience and 
knowledge from the ACCA Qualification 
to serve this purpose.

I’ve accumulated experiences and 
knowledge from various sources, 
and that allowed me to write a book 
on investment banks in Vietnamese. 
This is a top financial bestseller in 
Vietnam, and it’s become a very 
important reference book for finance 
students in Vietnam. This has made 
me so proud and happy.

A happy family, a good job and a 
good social network are things that 
I want to keep in balance. They are 
complementary to one another and 
give me the energy and support to 
live life to the fullest. ■

SNAPSHOT: 
MEDIA INDUSTRY
If you’re after a bit of 
glamour in your work, the 
media industry might be 
the sector for you. There 
are myriad challenges and 
opportunities for aspiring 
young accountants, as well 
as those with a wealth of 
experience under their belts.

‘Many media businesses are 
also now seeking international 
opportunities – which add 
greater complexity,’ says Peter 
Smithson, partner at Kingston 
Smith W1. ‘Opportunities 
for finance professionals 
arise following changes to 
the client’s situation and/
or changes to laws and 
regulations, such as accounting 
standards or tax legislation.’ 

Yet there are challenges. 
‘Competition is rife and not 
all clients will be successful. 
Finance professionals must 
keep up to date with changes 
in regulations and market 
trends in order to demonstrate 
relevant sector expertise and 
win work,’ says Smithson.

There is also a swathe of  
international compliance, 
rules and regulations that 
must be understood.

71
According to statistics 
from the National Film 
Development Corporation 
Malaysia, the country’s film 
industry is growing fast, with 
the number of  local films 
produced increasing from 39 
in 2010 to 71 in 2013.

The view from
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Unlocking the SME?
With small businesses grappling with late payment and cashflow concerns, a  
new ACCA study examines supply chain finance, reports ACCA’s Rosanna Choi

variety of  financing structures, many 
of  which involve advancing short-term 
funding by using discounted trade 
receivables as the assets that back the 
advance. The specific technique that 
ACCA has focused on – known variously 
as reverse factoring, confirming or 
approved payables finance – provides 
funding backed by trade receivables 
that have been pre-approved for 
payment on a set date by the customer, 
typically a large corporation. 

It’s a clever technique. The large 
company gives an undertaking to pay, 
effectively matching the supplier’s 
trade receivable to an approved 
payable. Once in possession of  the 
approved payable, the supplier can 
raise finance against this asset at a 
rate that is more closely related to the 
credit risk of  its large customer than 
its own. SMEs therefore access cheaper 
finance than they could obtain on their 
own account, while the large customer 
is able to extend its payment terms 
and/or secure a discount without 
financially compromising its suppliers. 

A problem of  perception
In theory at least, everyone should 
be happy – but not necessarily in 
practice. For a start, SCF has 
suffered image problems, 

Ask any small business what its 
biggest financial headache is and 
there’s a high chance that late 
payment and poor cashflow will 
come out near the top. These issues 
are a perennial problem for small 
companies, particularly those that 
supply very large customers, who 
are increasingly setting standard 
payment terms of 60, 75 or 90 days 
and beyond.

These longer payment terms 
have inevitably squeezed smaller 
businesses’ cashflow from one side, 
while things have simultaneously 
become more difficult from another: 
regulatory changes following the 
financial crisis have made it more 
expensive and difficult to finance 
short-term working capital via bank 
overdrafts. It is hardly surprising, 
therefore, that recent years have 
seen growing interest in financing 
techniques that can help to alleviate 
the pressure on smaller companies’ 
cashflow, among them supply chain 
finance (SCF).

The Breedon Review, commissioned 
by the UK government and published 
in March 2012, examined ways to 
improve access to finance for small 
and medium-sized enterprises (SMEs) 
and identified the professional 
accountancy bodies, including ACCA, 
as natural partners in the drive to 
promote awareness of  SCF. As part 

This is where ACCA’s research offers 
a particularly useful contribution to the 
debate. The study interviewed market 
participants to generate ‘consensus 
figures’ for the split of  benefits 
between those involved in reverse-
factoring transactions. Using figures 
from finance providers, SCF technology 
suppliers, consultants and corporate 
treasurers, the research indicates that 
35% to 50% of  the benefit of  reverse 
factoring flows to the large corporate 
customer, while 25% to 45% goes to 
the supplier in cheaper financing costs 
and improved cashflow. The precise 
split will depend on how concerned the 
customer is to facilitate its suppliers’ 
finances compared with its desire to 
improve its own finances via extended 
payment terms. The remaining 20% 
goes to service providers, mainly to the 
financier, although up to 5% can also 
flow to the technology provider.

Being able to put numbers around 
the typical benefits of  an SCF 
programme should prove helpful, 
both in making the business case for 
implementation in large companies 
and in demonstrating 

of  this, ACCA has published research 
that for the first time answers a key 
question that sceptics raise about this 
type of  financing – who really benefits?

Before diving in, it’s worth taking a 
moment to define what we’re talking 
about. SCF is a loose term covering a 

being viewed as a way 
to enable big companies to pay 

late and get their suppliers to pay for 
the privilege, effectively rewarding 
bad corporate behaviour. This may 
be partly due to poor understanding 
of  how SCF works, but it remains a 
problem. If  the general perception 
is that SCF only benefits large 
companies, some will shy away from 
using it even though it might also help 
their chain of  smaller suppliers.

that smaller businesses do 
in fact benefit financially from 

these arrangements. And the case 
for SCF needs making carefully – not 
just because of  the accusation that 
it legitimises late payment but also 
because SCF is seen as something of  a 
panacea for financially strained supply 
chains. In fact, getting it to work in 
practice is more complex and includes 
more sources of  risk and cost than is 
usually recognised. 

Making SCF work
For this reason, the paper sets out a 
detailed checklist for companies that 
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want to pursue an SCF programme 
as well as providing some useful 
rules of  thumb to help evaluate the 
likely financial benefits to a particular 
business. This, it suggests, involves 
using a figure of  20% to 25% of  the 
company’s payables outstanding as 
a rough benchmark against which to 
evaluate the likely costs.

One of  the best examples of  reverse 
factoring’s ability to increase access 
to working capital comes from Mexico, 
where the Cadenas Productivas 
programme, backed by the state-
run development bank Nacional 
Financiera (Nafin), has been running 

since 2001. This enables suppliers to 
some 450 large companies to raise 
finance against approved payables 
from around 20 Mexican banks and 
financial institutions that use the 
online platform, which has so far 
arranged finance for more than 80,000 
small suppliers. 

The Mexican example is striking, 
but how large is the global market for 
this type of  finance? Figures from the 
International Factors Group covering 
65 countries suggest that reverse 
factoring accounts for less than 4% 
of  global factoring volumes, worth 
about US$85bn to US$90bn a year. 

The ACCA research 
used two distinct 
methodologies to 
estimate the potential 
market size globally 

and arrived at figures 
of  between US$255bn and 

US$280bn a year. Of  this, suppliers 
could capture anything from US$60bn 
to US$120bn. It’s clear that this type 
of  reverse factoring has a good deal of  
growth potential. ■

Rosanna Choi FCCA is chair of ACCA’s 
Global Forum for SMEs, an ACCA 
Council member, former chair of 
ACCA Hong Kong and a partner at CPA 
firm CWCC

FoR MoRE inFoRMAtion:

ACCA’s report, A study of the 
business case for supply chain 

finance, can be found at www.
accaglobal.com/ab111
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Preserving natural capital 
As pressure grows on our resources, companies must learn how to manage,  
measure, report and disclose on natural capital, says ACCA’s Rachel Jackson

reporting. Current developments in 
this arena include the work of  the 
Natural Capital Coalition (NCC) to 
draft a harmonised framework for 
valuing natural capital to enable 
better measurement, management, 
reporting and disclosure. Called 
the Natural Capital Protocol, the 
framework is intended to be a starting 
point from which future standards 
could be developed. 

The draft protocol has two parts: 
firstly, a high-level guide for C-suite 
executives, particularly CFOs, to 
explain both the business benefits from 
managing, accounting for and valuing 
natural capital, and how they can apply 
natural capital valuation in business; 
and secondly, a more detailed 
document aimed at practitioners 
in business, policy, consulting and 
research which addresses topics such 
as materiality, and techniques and 
tools for valuing natural capital. 

Alongside the protocol, two sector-
specific supporting guides are being 
developed for agricultural commodities 

Awareness is growing of the 
dependence of business and society 
on the world’s natural resources – its 
ecosystems in the form of forests 
and oceans, for example, as well as 
its fossil-fuel deposits. With that 
awareness comes a growing sense of 
the need to manage and protect the 
world’s natural capital; once it’s gone, 
it’s gone. 

National governments are 
increasingly looking at how to assess 
and preserve their natural capital. 
Supported by global coalitions such as 
Wealth Accounting and the Valuation 
of  Ecosystem Services, countries 
such as Botswana, Costa Rica and 
the Philippines have taken steps 
towards accounting for their natural 
capital such as water, forest and 
mineral resources. 

For businesses, the challenge 
is to understand and manage – or 
reduce – their impact and dependency 
on natural capital. This requires the 
development of  strategies underpinned 
by measurement, valuation and 

used in the food and drinks sector, 
and the clothing  sector. The protocol 
will be pilot tested, with a view to 
finalisation by December 2015.

Important step 
The development of  the protocol is 
an important step in the evolution 
of  natural capital accounting and 
reporting. It is international in scope, 
supported by stakeholders from a 
range of  backgrounds but all striving 
for the same outcome – better natural 
capital management and preservation. 

This collaborative approach is 
essential for ensuring that the final 
protocol has maximum buy-in and 
that it complements other initiatives, 
not least the International Integrated 
Reporting Council’s Integrated 
Reporting Framework, which contains 
a natural capital strand. These 
need to be harmonised in order to 
avoid creating a confusing reporting 
landscape for businesses – one they 
would then ignore.

The need for harmonisation 
appears to be accepted by the NCC 
and the Natural Capital Declaration 
(NCD), a finance-sector initiative – 
supported by ACCA – to integrate 

natural capital considerations 
into loans, equity, fixed income 
and insurance products as well 
as in accounting, disclosure 
and reporting frameworks. 
The NCD has established four 
working groups focused on 
understanding, integrating, 
accounting for, and disclosing 
and reporting on natural capital. 
It is collaborating with these 
working groups in order to 
avoid duplication and ensure 
consistency in approaches. 
The NCD is also seeking the 
participation of  investors, 
encouraging them to ask more 
questions about natural capital 
impacts and management. 

Another international 
development of  note is the proposed 

expansion of  the scope of  the Climate 

One of Coca-Cola’s first major steps 
in moving towards sustainable 
sourcing was through its work with 
Bonsucro – a global non-profit, multi-
stakeholder organisation fostering 
the sustainability of the sugarcane 
sector through its metric-based 
certification scheme – to implement 
a standard for sustainable 
production. This has involved 
evaluation against sustainability 
criteria related to sugarcane 
production based on criteria, 
including active management of 
biodiversity and ecosystem services.

Meanwhile, agricultural group 
and Bonsucro member Bunge has 
undertaken some innovative projects 
on farmland at one of  its processing 
plants. This includes studying 
issues such as fertiliser dosage, 

water use, species variety 
and harvesting seasons. The 
long-term project aims to 
inform sustainable practices 
in sugarcane plantations in 
the future.

Bacardi, also a Bonsucro 
member, has committed 
to sourcing 100% of  its 
sugarcane-derived products 
from certified sources by 2022. 
In 2013 it updated its target 
to source 40% of  cane-derived 
product from sustainable 
sources by 2017. Its target 
for 2014 was to ensure 
that at least one of  its key 
sugarcane suppliers is covered 
by either a European Union- or 
US-recognised sustainability 
certification chain of  custody.

Sweet Stuff: how ComPAnieS rePort 
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Disclosure Standards Board’s climate 
change reporting framework to 
include water and forest commodities. 
The scope expansion reflects the 
growing interest among investors 
and others in organisations’ use and 
management of  natural capital, as well 
as their greenhouse gas emissions.

ACCA is contributing to the 
international debate on and 
developments of  natural capital 
accounting and reporting. We are, 
for example, working with KPMG and 
biodiversity conservation organisation 
Fauna & Flora International (FFI) 
to improve understanding of  the 
accountancy profession’s role in 
accounting for natural capital. The 
second in our series of  joint briefing 
papers, Business and investors: providers 
and users of natural capital disclosure, 
provides a rationale for reporting on 
corporate impacts and dependencies 
on natural capital, including examples 
of  current practice in reporting by 
companies such as Nestlé (on palm oil), 
Coca-Cola (sugar) and Unilever (soya).

Future pressure
Even if  businesses don’t take the 
initiative to investigate natural capital 
accounting techniques now, they will 
almost certainly need to do so in future 
due to investor pressure, regulation or 
customer demand. Some businesses 
are, however, already setting 
themselves challenging goals and 
developing strategies through which 
they can become ‘net positive’; rather 
than simply neutralising their impact 
on natural capital, they seek to have a 
positive impact on biodiversity. 

Innovation and creativity by 
companies in their approach to 
natural capital is welcome, enabling 
an evolutionary process through which 
the best approaches to measurement, 
management, accounting and reporting 
can emerge. Also welcome are the 
many initiatives highlighted here. 

It is important, however, that 
business and other efforts are 
supported by governments and 
regulators so that they feed through 
into public policy. Only when natural 
capital reporting becomes integrated 
into other business requirements will it 
truly have come of  age. ■  

Rachel Jackson is ACCA’s head 
of sustainability

FoR moRe inFoRmAtion:

Business and investors: providers and users of natural capital disclosure is 
available at www.accaglobal.com/ab97
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New software 
paradigm

Thanks to ubiquitous broadband, 
companies can now access software 
and IT services remotely and store data 
securely in ‘the cloud’, reducing risk and 
paving the way for new ways of working

o
ver the past decade or so, companies the likes of 
Google, Microsoft and Facebook have changed the 
way we live and work by enabling computing services 
to be delivered to the user at any time and anywhere.

Before the advent of  browser-based programmes such 
as Gmail and Hotmail, users had to install specialised 
programmes onto desktop or laptop computers before 
they could access their computing services. For example, 
to access email, one had to install Microsoft Exchange or 
Lotus Notes, while to get access to a document editor, one 
typically needed to install Microsoft Office.

Because of  advancements in computing technology today, 
as well as the ubiquity of  internet connection via wired 
and wireless systems, users can simply get access to all 

their data by merely using a browser and a stable 
internet connection. This method of  delivering 
computing services, known as ‘software as a 

service’ (SaaS), is a new way of  delivering software 
and IT services in today’s broadband-enabled world. 
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The advantages of  SaaS are many. Perhaps its greatest 
appeal is that customers need not install on-premises 
software locally on PCs, laptops or even tablets anymore. 
This effectively frees employees from having to be bound to 
a desktop in order for them to work, as with SaaS they can 
access their software from anywhere.

Not having specialised software installed locally on 
computers also frees an organisation from having to worry 
about software upgrade cycles, as this is often a nightmare 
for many companies. With SaaS, the version you access 
over the browser will always be the latest version and 
you would not need any expertise in your organisation to 
maintain your upgrades.

Another clear advantage is that an organisation’s 
data is also stored on the remote servers and not locally. 
This means that anyone who is authorised can remotely 
access the data securely without having to carry data 
in a cumbersome way such as in a USB drive or a 
portable hard disk. All these benefits reduce the chance 
of  an employee losing or accessing data without proper 
authorisation, and reduces the risks factors.

Today, SaaS is typically delivered by third-party service 
providers and some of  the leading names in the business 
include Microsoft, Google and Amazon. 

According to Shahrin Ismail, executive director of  PwC’s 
South East Asian consulting services, SaaS gives businesses 
some inherent benefits such as cost savings, access 
flexibility, scalability and resilience.

SaaS, which is a form of  cloud computing, enables 
a company to move from a fixed 
to a variable cost because such 
services are based on consumption, 
he says. Additionally, it will also 
give companies improved flexibility 
as SaaS gives users the ability to 
scale up or scale down rapidly, 
depending on the workloads.

Shahrin says sectors such 
as those in the financial service 
industry (FSI), are beginning 
to explore these benefits very 
seriously. ‘As a chief  financial 
officer, anything that offers the 
capability to shift spending from 
capital investment to pay-as-you-go 
is attractive, which inadvertently 
frees up capital investment for other 
purposes,’ he argues.

He notes that in talking to 
cloud application users in a 
wide variety of  finance areas, 
including budgeting, reporting, 
business intelligence, transaction 
recording, consolidation, disclosure 
management and strategic 

financial planning, it is the infrastructure benefits that have 
had the greatest initial impact. 

SaaS can deliver speed of  implementation, cost savings, 
convenience and performance benefits to the finance 
function in many ways, he says. 

For instance, in one scenario, a bank would be able to 
meet the demand of  users from as few as eight to as many 
as 200, should it need to, which reduces hardware needs 
and represents a major change compared to the traditional 
in-house IT model, Shahrin says.

‘SaaS cloud providers have much more scalable licensing 
models, which could reduce up-front investment in new 
finance software,’ he explains. ‘Additionally, since SaaS 
service providers typically take responsibility for creating 
and managing application infrastructure and connectivity, 
this can significantly reduce the cost of  IT staffing.’

Security impediments
Despite these advantages, one major issue of  concern 
still plaguing the adoption of  SaaS is data-level security, 
according to Shahrin.

Noting that legal and regulatory challenges are amplified 
in a SaaS setting, he notes that these issues can pertain 
to the handling of  an incident, protecting individual data 
privacy or collecting evidence.

Shahrin advises that until global IT, data privacy 
and information security regulations are updated and 
harmonised, companies should survey the cloud provider’s 
security and data privacy controls in the countries » 

Here are some best practices 
for companies to follow when 
considering migrating to the cloud:

* Study data privacy laws to 
ensure that none are violated 
before putting consumer data 
in the cloud;

* Bring the right people (IT, 
corporate governance, legal, 
security, continuity, recovery, 
privacy and compliance 
managers) to the table when 
cloud decisions are being made;

* Understand the service provider’s 
data deletion policy. For example, 
is deleted data really deleted? 

* Be aware of  data privacy and legal 
challenges in maintaining data in 
countries where the regulations 

or their implementation may not 
be as stringent as the country 
the data belongs to;

* Disallow any ad-hoc cloud 
computing in your organisation. 
Make it compulsory for business 
units to follow standardised 
enterprise-wide rules;

* Ensure the viability of  service 
level agreements, and their 
enforceability and failure, as well 
as whether there is contingency 
in the event of  service provider 
failure; and

* Be very clear on the cloud 
provider’s terms of  service and 
negotiate with them to cover 
the points above.

Source: PwC

Doing it right
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This setup moves troubleshooting away from the business 
unit, in order for our bank to focus on core-business goals.’ 

Realuyo says before using SaaS, the bank had to do 
everything manually – creating purchase orders, sending 
them to the suppliers, invoicing and reconciling. Now 
everything is automated. Developing on-premises or in-house 
systems is costly from an infrastructure point of  view, as are 
the requirements to maintain these systems, she adds.

‘With SaaS, we have the ability to create reporting 
capabilities easily and improve documentation and control 
because everything is readily available online, and the 
process has just become more efficient.’

As to the biggest improvement since the bank embraced 
SaaS, Realuyo states, ‘The ability to check a request status 
– whether it is in the composing, submission, ordering, 
received or paid state. 

‘The solution also provides us with better control over the 
approval system for all bidding activities. The transparency 
provided by the system is invaluable and the solution is 
also very important for negotiations among the suppliers 
or for any dispute resolution because all the details for the 
procurement specifications are laid out properly.’

Advice to adopters
Realuyo says despite the advantages SaaS brings to BPI, 
FSI organisations that wish to embark on the cloud journey 
would still need to conduct a thorough business requirement 
analysis as this is crucial to getting it right.

She says this process is integral because FSI 
organisations considering SaaS should be clear with their 
business requirements so that they can find a SaaS solution 
that fits their business. 

Concurring with her was PwC’s Shahrin, who stresses 
that the key to making cloud a value-added part of  your 
organisational framework is to develop a sound strategy at 
the outset. 

‘Above all, SaaS offered by cloud providers must be 
designed to suit specific industry needs,’ Sharin says. ‘The 
solutions must be able to meet most, if  not all, of  the bank’s 
operational/functional needs across its business and, more 
importantly, be able to evolve quickly with the changing 
needs of  the banking industry and the regulators.’ ■

Edwin Yapp, journalist

where they operate or where their data may reside, and then 
use a cumulative set of  requirements as a baseline.

‘The Common Assurance Maturity Model (CAMM) and 
the Open Group Initiative are but two examples of  efforts to 
create the standards on which regulations rely on.’

Shahrin says CAMM, for example, is proposing standard 
levels, similar to the ISO 27005 certification model, in 
order to help companies perform due diligence on cloud 
providers. Instead of  performing a full audit themselves, 
clients can rely on the CAMM certification level achieved by 
the provider, he explains.

‘In some instances, cloud technology is evolving so 
fast that legislation and regulations have not been able to 
keep apace of  its development, leading to different and 
sometimes conflicting obligations in terms of  who has to 
follow the law. 

‘There are also issues related to lack of  control over 
physical security especially in the public cloud, where 
resources could be shared with other companies. In a 
shared pool outside the enterprise, a company may not have 
any knowledge or control of  where the resources run.’

Procurement bliss
One such bank in the region that has embraced SaaS 
is the Bank of  the Philippine Islands (BPI), which uses 
Ariba’s SaaS solution for its supply chain management 
and procurement functions. Founded in Silicon Valley in 
1996, Ariba is a company specialising in procurement 
software that was bought over by German software giant 
SAP SE in 2012.

One of  the biggest benefits that the bank has gained 
since using SaaS is the speed of  implementation, 
according to Alice G Realuyo, BPI’s senior manager, 
general and administrative shared services.

She says acquiring and implementing a certain 
software module using SaaS is relatively fast and bugs, if  
any, are also readily addressed by a team of  experts with 
the ability to provide instantaneous solutions on how to 
handle problems.

‘Since SaaS is built on shared infrastructure, updates 
and upgrades are managed by the SaaS provider and 
there is no need for patches, downloads and installations,’ 
explains Realuyo. ‘The SaaS provider is also in charge of  
ensuring the 24/7 reliability and availability of  the system. 

► mind’s eye
A visitor to this year’s Mobile 
Asia Expo in Shanghai tries 
out Google Glass – a mass-
market wearable technology 
with an optical head-
mounted display 
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BANK LENDING

THE SURVEY
UHY is a network of  independent audit, accounting, tax and consulting firms with offices in more than 275 major business 
centres in 87 countries. For more details on the survey, visit http://tinyurl.com/pojequw

CREDIT CRUNCH LINGERS
Bank lending to the private sector 
in the G7 group of  economies has 
stagnated in the last year, increasing 
by just 0.1% in real terms, according 
to UHY, the international network. It 
warns that the figures show that for 
small businesses in particular, the 
credit crunch lingers on.

INFLATION KOs INCREASE
In the UK and US, modest expansions 
in lending have been wiped out by 
inflation. Over the four years since 
the depths of  the recession, the 
volume of  bank lending to the private 
sector in the US has declined by 
4.74% in absolute terms, and in 
the UK by 0.58%.

BRICs SOAR
Many major emerging economies 
have seen lending continue to soar, 
with the so-called BRIC nations (Brazil, 
Russia, India, China) leading the 
way. Brazil has seen bank lending 
to the private sector jump 115% 
since 2009, and lending in China 
has risen 112%.
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Value added
Sir David Tweedie, former chairman of the IASB, explains why he’s turned his attention  
to International Valuation Standards rather than concentrating on his model railway

And my reaction was, we’re accountants; we just report  
the values.’

To Tweedie’s horror, it turned out nobody was doing the 
values. ‘I just assumed there was a professional somewhere 
doing this sort of  thing, but there wasn’t.’ And there began 
the path of  the former chairman of  the International 
Accounting Standards Board (IASB) to what is his current 
role at the IVSC.

Starting life in 1981 as the International Assets Valuation 
Standards Committee, it changed its name to IVSC in 
1994. By 2007 it had grown from a membership of  20 
organisations to more than 50. It currently has 78 members 
in 57 countries and comprises three boards: a board of  
trustees, a standards board and a professional board.

‘I 
have never felt such fear in the room,’ says Sir 
David Tweedie, explaining how he has come to his 
new role as chair of the board of trustees of the 
International Valuation Standards Council (IVSC). 

He is describing a meeting of the Financial Stability Forum 
(now Board) – comprising national finance ministers, 
central bankers and international financial bodies – a few 
weeks following the collapse of Lehman Brothers during 
the financial crisis.

‘You could just feel the tension; there was a genuine fear 
the whole capitalist system could come crashing down.’ At 
the heart of  the matter was measuring financial derivatives 
and the fair-value question. ‘I remember the FSF turning  
to me and saying, “what are you going to do about it?”  
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As demand for valuation standards grew, the IVSC 
underwent a radical restructuring in 2008. Tweedie was 
invited by his predecessor Michel Prada to speak at the 
launch. ‘Little did I realise how close my collaboration with 
the IVSC would be,’ he wrote in the 2012-13 annual report.
Approached by Prada a few months after he left the IASB, 
Tweedie agreed to take on the mantle as chair of  the trustees.

Anyone familiar with how the IASB evolved will recognise 
the model of  the IVSC. Like the IASB’s predecessor, the 
International Accounting Standards Committee – which 
had no means of  compelling the use of  International 
Accounting Standards until the European Union came 
along and said everyone in Europe had to use them for 
consolidated accounts – one of  the main objectives for the 
IVSC is to encourage the regulators to demand the use of  
International Valuations Standards (IVSs) in asset valuations 
for prudential purposes and in accounts.

Tweedie outlines three key imperatives: more rigour round 
the valuation of  financial instruments and agreement on the 
best valuations standards; gain compliance and go for full 
adoption later; and third, identify the key valuation bodies 
across the world and separate them from the ‘cowboys’.

Unlike the accounting profession, which has recognisable 
qualifications, associations and institutes across the 
world, this is not currently the case for the valuation 
industry. ‘Within the US there are a number of  professional 
organisations with members who provide valuation services. 
Each has its own requirements for membership and 
credentials,’ says Tweedie. 

So the IVSC is looking to the model of  the accounting 
profession and is supporting the creation of  a strong 
professional infrastructure around valuation, promoting 
among the leading valuation institutes global entry 
requirements, exams, a code of  ethics, continuing 
professional development and disciplinary processes.

While valuation standards in real estate are more mature, 
Tweedie reiterates his concern over financial instruments. 
‘There’s a lacuna in the regulatory system: you have 
prudential regulators, which are saying, “This is what you 
have to do”; you have the accounts, so people can judge the 
markets. But in the middle is the bit that affects both of  
them, and that’s valuation.’

‘If  we aren’t valuing financial instruments accurately, you 
have spurious profit-and-loss accounts and balance sheets. 
And anecdotally there are big differences. You’re never going 
to get everyone within three decimal places, but what we 
need to do is get that range narrowed to within the bounds 
of  acceptability, because the evidence I’ve seen indicates 
that some of  this could move net worth by 3%. Some banks’ 
equity isn’t much more than that!’

The IVSC has signed a memorandum of  understanding 
with the International Federation of  Accountants (IFAC). 
IFAC’s International Auditing and Assurance Standards 
Board sets international standards for auditors and accurate 
valuations are crucial to make the right call on a company’s 
accounts. ‘The auditor is at risk; sometimes I think they 
don’t know how much at risk. If  a company blows, it’s going 
to affect the auditor; it’s going to affect the banks, and it’s 
going to affect the regulators. Lehmans blew because of  
the valuations. It even had trading desks trading the same 
instruments at totally different prices; it was unbelievable.’

Making eye contact
Tweedie is bringing to bear lessons learnt as chairman of  
the IASB for 10 years. Apart from the IVSC structure itself  
reflecting the IASB model, he says that as when developing 
International Financial Reporting Standards (IFRS), ‘if  Australia 
has got the best rule, we should all do it. The other thing is 
seeing people…looking into their eyes and seeing what they’re 
like.’ He likens it to speaking to industrialists: ‘When they’ve 
got a purple face and knotted veins, you know they don’t like 
what you’re doing; it’s better than a letter or phone call.’ That, 
of  course, takes a long time in the early days; Tweedie has lost 
count of  the number of  countries he’s visited since January 
2014 – all on a nominal one day a week.

But he rules out an equivalent of  the old IASB’s 
interpretations committee. And as for the US’s Emerging Issues 
Task Force (‘I didn’t even understand the title of  the issues, 
never mind the accounting.’) ‘Two things you want to avoid,’ he 
says, are ‘interpretations and specific standards for industries.’

But one bugbear he doesn’t anticipate is non-acceptance 
of  global International Valuation Standards by the US. ‘The 
Americans are pretty cooperative on valuation,’ he says. 
Which of  course provokes a comment on the country’s 
surprising failure to converge its accounting standards with 
IFRS, as was always expected during Tweedie’s tenure at the 
IASB. ‘I was quite amazed that we haven’t got convergence,’ 
he says, ‘but they’ll come in, they’ll come in’. ■

Lesley Bolton, international editor

Sir David Tweedie qualified as 
a professional accountant in 

1972. In 1990 he moved from 
national technical partner at KPMG 

to be the first full-time chairman of 
the UK Accounting Standards Board. 

In 2001 he became the first chairman 
of the IASB. By the time he completed 
his tenure the number of countries 
using IFRS rose from a handful to more 
than 120. He is a fellow of the Judge 
Business School at Cambridge University 
and a visiting professor of accounting 
in the Management School at Edinburgh 
University. He chairs the UK’s Royal 
Household Audit Committee for the 
Sovereign Grant.
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Taking sTock of 
susTainabiliTy
Africa’s stock exchanges have a vital role to play in helping listed companies get to grips 
with reporting on environmental, social and governance issues 

But what about the rest of  Africa and in particular sub-
Saharan Africa? Stock exchanges in other countries are not 
as far along their ESG reporting journey as the JSE, but 
some have taken their first steps.

‘There is clearly a lot of  interest in sustainability reporting 
in sub-Saharan Africa,’ says Rachel Jackson, head of  

W
hen attention turns to sustainability reporting and 
stock exchange requirements, the Johannesburg 
Stock Exchange (JSE) will be guaranteed to 
feature. Not just a beacon in Africa, the JSE is a 

world-leading stock exchange when it comes to the promotion 
of reporting on environmental, social and governance (ESG) 
matters. Sustainability reporting first entered the corporate 
governance code for listed companies in 2002, and since 
2010 the JSE has required them to produce, on a ‘comply-or-
explain’ basis, integrated reports that include sustainability 
and governance information.

▲ leading by example
The Zimbabwe Stock Exchange is at the forefront of the drive 
among African countries to encourage listed companies to 
take on board sustainability reporting 
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sustainability at ACCA. ‘There is also evidence of  considerable 
intent to take some form of  action to encourage or require 
listed companies to provide information on sustainability 
issues. It is important to keep the spotlight turned on 
developments across the region, and not just focus on 
South Africa, which for a long time has been a leader in the 
governance and sustainability reporting field.’

Strong intent
As noted in a new ACCA report, Sustainability reporting: stock 
exchanges and listed companies in sub-Saharan Africa, four 
countries in particular are showing strong intent in relation 
to encouraging or requiring sustainability reporting by listed 
companies: Nigeria, Ghana, Zimbabwe and Mauritius.

In October 2013 the Nigerian Stock Exchange (NSE), 
Africa’s second largest after the JSE, joined the United 
Nations-backed Sustainable Stock Exchanges Initiative, 
which is exploring how exchanges can work with investors, 
regulators and companies to enhance corporate 

transparency – and ultimately performance – on ESG issues. 
The NSE has not yet introduced any voluntary guidelines 
or mandatory requirements, but it does provide support on 
corporate governance issues.

There are also early signs of  ESG reporting activity in 
Ghana, one of  West Africa’s top-performing economies, 
with large listed companies operating in a variety of  sectors 
such as energy, mining, telecoms, pharmaceuticals and 
professional services. The Ghana Stock Exchange (GSE) 
sees sustainability reporting as a means of  ensuring that 
the country remains a leading and competitive economy, 
and initiated plans to develop a framework in June 2013. 
Alongside this, the GSE and ACCA are planning to run a 
series of  training programmes for CFOs of  listed companies.

Progress is more advanced in Zimbabwe, where the 
Zimbabwe Stock Exchange (ZSE) began consulting with 
stakeholders in November 2013. It proposes amending 
listing requirements to include a requirement to report 
on ESG practices and performance, encouraging listed 
companies to apply the reporting framework developed by 
the Global Reporting Initiative (GRI), which provides metrics 
and methods for measuring and reporting sustainability-
related impacts and performance. It is not clear when such 
requirements could come into force, but there does seem 
to be momentum behind the initiative. The Zimbabwean 
government has recognised the benefits of  greater corporate 
transparency in attracting foreign investment, citing the JSE 
as a good example to follow. 

‘Mandatory sustainability reporting in upcoming new 
listing requirements has the potential to attract foreign 
investors, improve corporate behaviour and improve 
sustainable business practices towards a sustainable 
stock exchange,’ says Rodney Ndamba ACCA, CEO of  the 
Institute for Sustainability Africa; he is also a member of  
ACCA’s Global Forum on Sustainability, a stakeholder council 
member (Africa) at the GRI and a member of  the ZSE’s 
listings sub-committee. ‘So far, the number of  companies 
considering sustainability reporting on a voluntary basis is 
rising. Some have already registered sustainability reports 
with the GRI database.’  

Ndamba sees the potential for stock exchanges to play 
a key role across the African continent. ‘In Africa, stock 
exchanges have great potential to drive sustainability 
reporting by ensuring that it is part of  exchange 
requirements and the reports are assured,’ he says. ‘Capital 
markets regulators, governments and investors could drive 
action to require ESG reporting.’

There are also interesting 
developments at the Stock Exchange 
of  Mauritius (SEM), which is working to 
create a sustainability index, drawing 
on the GRI’s reporting framework. 
The SEM has also joined with Impact 
Exchange Asia (IIX) to launch the Impact 
Exchange trading platform focused on 

connecting social enterprises with investors. It operates under 
SEM’s regulatory framework, with IIX providing oversight of  
the environmental and social requirements and obligations of  
companies listing on the platform.

‘Catalyst’
Interest in sustainability reporting also exists elsewhere 
in sub-Saharan Africa. Kenya is conducting a review of  its 
corporate governance regime, involving the country’s Capital 
Markets Authority. ‘One of  the likely recommendations 
will be proposals on the timetable and transition process 
towards the adoption of  sustainability reporting in the 
country,’ says Paul Muthaura, the authority’s acting CEO. 

There is also willingness for exchanges to promote 
sustainability reporting. ‘The exchange can act as a catalyst 
in the development of  guidelines on sustainability reporting,’ 
says John Robson Kamanga, COO of  the Malawi Stock 
Exchange. ‘This could be done if  the exchange can be availed 
with the knowledge on sustainability reporting. The exchange 
can also act as trainer and promoter of  the ideals.’ 

It seems likely that pressure for more sustainability 
reporting in Africa will rise; indeed, says Ndamba, it 
‘is increasingly becoming an instrument for investment 
appraisal and risk assessment by investors seeking 
safe investment options in Africa. The rising influence 
of  stakeholders demanding sustainability information, 
particularly communities, civil society and governments, is 
driving sustainability reporting.’ »

▌▌▌‘The exchange can acT as a caTalysT 
in The developmenT of guidelines on 
susTainabiliTy reporTing’
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reporting of  sustainability issues. 
‘There is no reason why stock 
exchanges in Africa shouldn’t be 
moving ahead with sustainability 
reporting,’ says Jackson. ‘They have 
the opportunity to take leading roles 
in developing reporting practice and 

derive long-term benefits for their economies. If  companies 
are required to measure and manage their environmental 
and social impacts and report on their governance 
procedures, this should support their long-term stability. 
The stock exchanges on which they are listed then become 
less volatile, which attracts investors. The result is a positive 
cycle of  business development and investment.’ ■

Sarah Perrin, journalist

That many exchanges in sub-Saharan Africa are relatively 
new by international standards need not be a barrier. ‘A stock 
exchange need not be well established to have sustainability 
reporting within its listing requirements,’ says Tom Kimaru, 
manager, compliance, at the Nairobi Stock Exchange. ‘This is 
a global trend and therefore should enable investors globally 
to make prudent judgments through such comparisons. In 
this regard, any opportunity to have sustainability reporting in 
the listing requirements is highly encouraged.’

It is important to maintain and spread the momentum 
that now exists in sub-Saharan Africa behind corporate 

▌▌▌‘If companIes are requIred to report 
on theIr governance procedures, thIs 
should support theIr long-term stabIlIty’

▲ future-facing 
A Maasai man in Kenya stands in front of solar panels. The 
country is reviewing its corporate governance regime

For more inFormation:

Stock exchanges in sub-Saharan Africa: capturing 
intent towards ESG requirements is available at  

www.accaglobal.com/ab108
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Dynamic Duo
Successful executive teams are often marked by a healthy tension between  
the CEO and CFO built on mutual respect, explains Jason Karaian

B
y its nature, finance is a technical field 
with obscure jargon understood almost 
exclusively by its practitioners. When CFOs 
interact with their teams, they are free to 

employ this arcane language. But to fulfil their 
crucial role as business partners outside the finance 
function, they need a different approach. According to 
Lawrence Litowitz of SCA Group, a recruitment firm: 
‘You have to be able to put yourself in someone 
else’s shoes to see what they need. They 
don’t tell you what they need, and they don’t 
necessarily know what you can give them.’

Like any good leader, CFOs are most effective 
when they adapt their knowledge and influence to 
suit the audience. And the CFO’s most important 
relationship, without question, is with the CEO. 

In a 2010 survey of  Fortune 500 CFOs with 
tenures of  more than six years by the Korn/Ferry 
Institute, building a trusted partnership with the 
CEO was cited as a first-time CFO’s most critical 
factor for success. This surpassed an operational 
understanding of  the business, dealing with 
investors and all the other responsibilities that 
come when making the step up to finance chief.

More often than not, the top executive duo is 
defined by their complementary skillsets. If  the CEO 
is the heart of  a company, the CFO is its head. The 
chief  executive provides the passion, the CFO the 
pragmatism. Less happily, the CFO is sometimes 
cast in the role of  goon in a good-cop/bad-
cop gambit, charged with cutting costs while 
the CEO extols exciting plans for growth. 
Whatever the nature of  the partnership, it 
is crucial for the CFO to forge a productive 
relationship with the CEO.

In a survey of  CEOs and CFOs, 
professors at Duke University 
identified noteworthy differences 
in the way the executives made 
capital-spending decisions. Both 
CEOs and CFOs gave the net 
present value and timing of  
cashflows similar scores 
in terms of  their 
importance. » 
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Outside these orthodox measures, however, the other reasons 
for allocating resources receive significantly different emphasis. 
CEOs are much more likely to cite ‘gut feel’ as an important 
consideration; CFOs are more likely to factor in the previous 
return of  a similar project. CEOs also tend to weigh the 
proposing manager’s reputation more highly when allocating 
capital; perhaps because of  this, CFOs cite ‘corporate politics’ 
more often than CEOs as a determinant of  spending decisions.

The yin-and-yang nature of  the CEO-CFO relationship works 
best when there is mutual regard for the other’s position. 
In practice, this puts the onus on CFOs to establish their 
independence. ‘You need to have enough stature and respect 
from the chief  executive that you can say “no”,’ asserts Peter 
Harris, who has served as finance chief  at a number of  media 
and marketing firms in the UK. ‘It’s not blind allegiance.’

Indeed, given the CFO’s fiduciary duties, blind allegiance 

CULTURE CLASH
In a speech to members of the Financial Executives Institute in 1963, 
William Cary, then chairman of the US securities regulator, urged 

CFOs to resist pressure from CEOs to engage in accounting ‘chicanery’ 
to flatter earnings. ‘In some cases you may say you cannot control your 
chief executive officer – a “salesman at heart”,’ he said.

The differences in personalities between CFOs and CEOs have 
long been observed. A trio of  professors at Duke University set out 

to measure this empirically, giving psychometric tests to around 
2,500 CFOs and CEOs. They found that, yes, CEOs are more 
optimistic than CFOs. In fact, they are more optimistic than just 
about everyone; 80% of  the CEO sample was classified as ‘very 
optimistic’, which the academics note is ‘well above the mean 
in the psychology literature norms’. 

CFOs are not the gloomy bunch they are sometimes typecast 
as – 65% are classified as very optimistic – but they are not 
nearly as cheerful as their bosses. (The results, published in 
the Journal of Financial Economics in 2013, also showed that US 
executives tend towards higher optimism than their European 
counterparts, regardless of  the position they hold.)

Similar results are evident in other studies, such as one by 
Deloitte that sought to categorise CFOs and CEOs into one of  
four personality types: driver, guardian, integrator and pioneer. 
The most common CFO-CEO combination is a driver CFO 
and pioneer CEO. Drivers are characterised as analytical, 
logical and pragmatic, while pioneers are adventurous, 
creative and spontaneous.

According to the Duke researchers, higher CEO optimism is 
linked with more short-term debt and acquisition activity. This 

makes it important for the CFO to act as a balance to hard-charging 
chief  executives, which indeed appears to be the case according to 
Deloitte’s observations. Just over half  of  finance chiefs are classified 
as drivers, a ‘decisive, direct, tough-minded’ character that translates a 
CEO’s vision into a practical reality, without compromising their ethics 
if  the boss asks them to get ‘creative’ in the wrong sort of  way.
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This article is an extract from Jason Karaian’s book The 
Chief  Financial Officer – What CFOs do, the influence 

they have and why it matters, published by Profile 
Books and The Economist

can lead to trouble. In a 2011 academic study of  more than 
70 US companies caught manipulating their accounts, one of  
the biggest differences between firms that cooked the books 
and those that did not was the size of  share-price-linked 
bonuses awarded to CEOs. The incentive packages for CFOs at 
manipulating and non-manipulating companies were similar 
enough to fail the tests for statistical significance. As a result, 
the researchers concluded that ‘CFOs are involved in material 
accounting manipulations because they succumb to pressure 
from CEOs, rather than because they seek immediate personal 
financial benefit from their equity incentives’.

Higher turnover of  CFOs ahead of  the discovery of  
accounting manipulations also suggests that standing up  
to a CEO often costs finance chiefs their jobs.

Disagreements over strategy, rather than outright illegality, 
are much more common between CFOs and CEOs. At most 
companies, these disputes take place behind closed doors, 
with the top two executives presenting a united front in public. 
Michael Clarke, finance chief  at ADAS, a UK environmental 
consultancy, describes his approach with the CEOs he has 
worked for over a long career at listed and private companies, 
large and small: ‘If  there were any issues where we disagreed 
with each other, we disagreed outside board meetings. I 
remember the feedback from one director was, “I wish they 
wouldn’t look as though they had pre-prepared everything 
prior to the meeting or would argue from time to time.” What 
the directors didn’t see was the arguing.’

Of  course, the CFO’s subordinate position to the CEO can 
make these arguments a somewhat delicate affair. But the 
growing power and influence of  CFOs gives them a lot more 
leverage in these discussions than before. 

Still, open clashes between the CFO and CEO are rare, 
and almost always end badly for the finance chief. Joe 
Kaeser was one of  the few to buck this trend in July 2013. 
A 33-year veteran at Siemens, a German conglomerate, the 
CFO of  six years saw his counterpart in the executive suite, 
CEO Peter Löscher, ousted after a series of  quarterly profit 
shortfalls and missed revenue targets. According to reports, 
the finance chief  was not necessarily a bystander.

Calm and stability
After Kaeser stepped up from CFO to CEO at Siemens, he 
emphasised the conservatism that one would expect from a 
former finance chief, asserting that ‘we have been trying to 
achieve too much too quickly’.

Adversity need not lead to the break-up of  CEO-CFO 
duos. Indeed, it can strengthen them, according to Jesper 
Brandgaard of  Novo Nordisk. He was appointed CFO in 
November 2000, the same time as the CEO, Lars Rebien 
Sørensen. A formative moment in their relationship came 
18 months later, when a profit warning knocked 50% off  the 
company’s share price. ‘We had to revise our plans and face 
the music,’ Brandgaard recalls. 

The CFO’s ability to handle the tricky task of  crafting a 
communications plan to placate irate investors put him in 

the CEO’s good graces: ‘It was at one of  those meetings 
when Lars realised that I was able to express myself  
clearly in ways that created reasonable expectations. 
That was a significant change in the way we worked. We 
have both characterised that profit warning as a blessing 
in disguise. We learned that we had complementary 
competencies.’

In the 13 years since Brandgaard and Sørensen took 
over as CFO and CEO, Novo Nordisk’s share price has 
risen more than sevenfold. 

Other side of  the table
Another perspective on the CFO-CEO relationship comes 
from executives who have served in both positions. Before 
joining Prudential, Jackie Hunt served as finance chief  at 
Standard Life and Aviva under CEOs with previous CFO 
experience. Having sat on the other side of  the table, 
these chief  executives appreciated a CFO who stood up to 
them, she says. ‘They don’t take it personally.’

Before Jim Buckle became CFO at Wiggle, a UK-based 
online sports-goods retailer, he was managing director at 
LoveFilm, a DVD-by-mail and video-on-demand provider 
acquired by Amazon in 2011. In making the step up from 
CFO to CEO shortly after the takeover, he questioned 
the necessity of  a bona fide CFO, given that the firm, by 
becoming a division in a much larger group, would cede 
many financial responsibilities to its new parent company. 
Instead, he could rely on his financial acumen and the 
existing accounting and financial analysis specialists who 
were part of  his team when he was CFO. 

Or so he thought: ‘What I discovered is that the CFO 
is hugely valuable. Running a business can be a lonely 
place, and the CFO performs a really important function 
by being the person that the CEO can bounce ideas off  
and be challenged by. You need people who will tell you 
how it is, but not in a destructive way.’

Some healthy tension between the CFO and CEO is 
acceptable, even encouraged. But once decisions are 
made, whether a finance chief’s input is accepted or 
not, the CFO needs to support the CEO and make sure 
actions are implemented in a financially prudent way. If  
a CFO cannot accept the CEO’s direction, the alternatives 
are resignation or a high-stakes gamble on persuading 
the board to side against the chief  executive. ■

Jason Karaian is senior europe correspondent for 
Quartz. His writing has appeared in the economist, 
among other magazines
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TALENT DOCTOR: FEEDBACK 
To what extent do you have an accurate view of your 
strengths and weaknesses?  Let’s take just one skill as 
an example. How good do you believe yourself to be at 
logical reasoning?

Here’s an example question: ‘Everyone who is kind 
is compassionate, and someone who has experienced 
love is always kind. Alison is compassionate, so she has 
experienced love. True or false?’

That’s an easy example. But have a guess now at how 
strong you are at logical reasoning compared with your 
peer group of  similarly educated people. If  you had to 
allocate yourself  to a percentile in terms of  performance, 
which percentile would it be?

Cornell University scientists Justin Kruger and 
David Dunning did this precise experiment. They asked 
volunteers to take a 20-item logical reasoning test and 
asked them to estimate how their performance would 
compare against their peers.

Their first finding: participants on average placed 
themselves at the 66th percentile. In other words, 
nearly everyone thought they were better than average, 
which simply cannot be true mathematically. Even more 
frighteningly, they found that the weakest participants 
(who on average scored at the 12th percentile) 
believed they had scored at the 68th percentile. These 
participants had massively overestimated their abilities.

A 2014 paper by psychologists Ethan Zell and 
Zlatan Krizan reviewed the evidence that people have 
insight into their abilities by looking at hundreds of  
studies that had looked at objective performance versus 
self-evaluated performance. The researchers looked 
at domains such as academic ability, language skill, 
sporting prowess and many different measures of  
work performance. Their conclusion: ‘People have only 
moderate insight into their abilities.’

Clearly, it’s difficult to make good career decisions 
without accurate information about what we do well 
or badly. If  we overestimate our skills, we risk making 
foolish mistakes, but underestimating skills carries 
costs, too. We could work on skills that don’t need 
development and neglect more major failings that 
could make a greater difference to our work.

Today when I run leadership development 
programmes and coach executives, I encourage them to 
seek frequent, candid feedback from the people around 
them. I ask them to speak to colleagues at varying levels 
within the organisation, as well as from customers and 
other stakeholders. Asking for feedback is not always 
easy. People may be reluctant to tell you the truth unless 

you can persuade them that you are serious about 
listening to what they have to say. They must also believe 
that there will be no repercussions for them.

Encourage everyone to tell you what you do both well 
and not so well. And when they do criticise you, take 
notes so that you can reflect on it later. Then simply 
thank them for their honesty. Don’t try to explain or 
justify your actions or past behaviour.

Seek feedback and you will learn how best to invest 
your efforts in developing yourself. Do it often. ■

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
Getting feedback on what you do well and not so well is vital for fi ne-tuning your 
performance, advises talent doctor Rob Yeung. Plus how to balance your work schedule

44 INSIGHT | CAREERS

ACCOUNTING AND BUSINESS

www.talentspace.co.uk
www.twitter.com/robyeung


THE PERFECT: WORK SCHEDULE
On a day much like any other in June, 30 million 
workers in the UK woke up to a brave new world. The 
government had allowed new rights around flexible 
working, meaning employees are legally entitled to 
request flexible hours from their employers. People can 
ask for part-time, compressed hours, staggered hours, 
annualised hours, to work from home, to job-share or 
phased retirement. And it’s not just in the UK: more 
employees globally are benefiting from corporate 
flexibility, with firms offering working options to suit 
modern lifestyles and families. It makes sense too; a 
rigid 9-5 schedule doesn’t suit everyone and can be 
derivative of underperformance, nor does a lack of 
flexibility help those with childcare responsibilities. As 
long as business is not affected, duties are performed 
and employer expectations are met, where’s the harm 
in someone making work, work for them a little? Well 
it’s not always straightforward – employers will need to 
manage employee requests and find ways to monitor 
workflow, while employees will need to make sure they 
can adapt and actually deliver under a new routine.

GOOD NEWS FOR JOB GROWTH
Research from recruiter Robert Walters points to genuine economic recovery driving 
optimism in job markets. The number of job ads posted in Asia continued to rise as a 
result of a more positive economic environment. Advertising increased by 28% quarter-
on-quarter in Q2 2014, indicating a more active employment market. There was a 
notable demand for accounting and finance professionals, largely due to the continued 
entrance and expansion of shared services centres (SSCs) across Asia.

The growth of  SSCs in China continued to drive advertising, with accounting and 
finance roles rising 44%. ‘The number of  job ads grew annually by 29% and quarterly 
by 15%,’ says Arthur Wang, managing director of  Robert Walters China. ‘This increase 
was largely due to the expansion of  retail and luxury brands in second-tier cities as well 
as the continued growth of  SSCs across China. As a result, there was particularly strong 
demand in retail services, sales, IT, HR, accounting and finance sectors.

‘The beginnings of  the recovery in the US and UK had a positive knock-on effect 
on the Hong Kong job market, with advertisement volumes increasing 6% year-on-
year compared to 2013. The introduction of  new compliance rules and regulations 
worldwide has led to more opportunities in the areas of  legal and compliance, as well 
as accounting and finance – 29% quarter-on-quarter growth.’

candidate from consideration 
if  they were deemed to be 
somebody who changed roles 
too frequently. However, this 
figure was higher among 
respondents from small 
businesses, 93% of  whom 
said they would be reluctant 
to hire a job hopper.

NOT JUST LINKEDIN
A report by recruitment 
software provider Bullhorn 

VARIETY NOT THE SPICE 
OF LIFE
Those who frequently switch 
jobs could face difficulties 
finding a new role, with many 
business leaders saying they 
wouldn’t consider candidates 
if  they felt they were a ‘job 
hopper’. Robert Half  surveyed 
200 CFOs from companies 
across the UK. The majority 
of  respondents (88%) 
said they would remove a 

has shed light on social 
recruitment trends around 
the world. While LinkedIn is 
still the most popular social 
network for recruitment 
globally, recruiters and 
candidates are increasingly 
seeing potential in Facebook 
and Twitter. In the UK and 
Australia, Twitter has become 
2-2.5 times more popular 
than Facebook for job views 
and applications, while in the 

US, Facebook leads the way 
for job application growth. 
India is also growing fond 
of  Twitter as the platform’s 
popularity grows among 
the population. ■

This page is compiled and 
edited by Neil Johnson
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no one has thought very 
imaginatively about how 
to do it faster, better or 
differently – which leads us 
back to the ‘cunning plan’ of  
our first series of  articles. 
This would also be a reason 
why it didn’t – on its own –
fill the ‘strategic gap’.

Acquisitions may seem 
quick – but only if  you are 
skilled at integration. If  this 
goes sour it will take longer, 
and possibly fail. Generally, 
acquisitions also destroy 
value – principally as the 
seller has better information 
than the buyer.

Equally, alliances may 
seem an attractive third and 
middle way, but over time 
the agendas – business and 
personal – may shift and  
the co-operation at the  
start may crumble. So each 
needs to be evaluated as 
part of  the entire pool of  
corporate opportunities at 
the time.

Along with international 
development and 
acquisitions, alliances are 
a key area of corporate 
development on top of 
more conventional, organic 
development. An alliance 
is a formal or informal 
partnership between two 
or more organisations 
to achieve their common 
goals through co-operation, 
commitment and potentially 
the joint management of 
resources.

An alliance can thus take 
the form of  a co-operative 
understanding through 
to a joint agreement and 
then on to setting up an 
organisation, potentially 
a separate legal entity. 
Alliances can thus take the 
form almost of  ‘50 shades’, 
and this flexibility is both 
very attractive and common 
in today’s fluid markets.

In this article we look 
at the pros and cons of  
organic development 
versus acquisitions versus 
alliances. We then examine 
the different roles and kinds 
of  alliances that might be 
available, and also how to 
evaluate these.

Organic, acquisition  
or alliance?
The table above plots some 
of  the generic pros and 
cons of  these three avenues 
to corporate development. 
They appear to be equally 
balanced with little to 
choose between them. In 
reality, they will be very 
different. For instance, while 
‘organic’ may seem less 
attractive as it is slow, this 
is possibly because there 
are restricted investment 
resources, or because 

Different roles
Alliances may play a whole 
range of  roles – some 
more strategic than purely 
operational. Typically they 
can be targeted at:

* blending skills in a way 
otherwise not possible 
– thus generating a 
fresh capability and 
competitive advantage

* creating a new and 
distinctive product

* preparing to meet or 
create a new market 
opportunity

* knowledge transfer –  
open or covert – from  
your partners to you and 
vice versa

* funding and resourcing a 
new business

* pooling existing resources 
to meet demand more 
easily and with greater 
critical mass

* achieving lower costs 

* being able to charge a 
higher price and share 

that enhanced margin

* enabling the partners 
to have a common 
understanding that there 
will be ongoing mutual 
business to be shared 
between them – provided 
that the market is there 
and that the partners 
perform – giving stability 
for all (an ‘operational 
alliance’)

* the predatory acquisition 
of  another partner’s 
customer base, or 
learning sufficiently 
from them to be able to 
compete in that same 
market once the alliance 
has run its course

* once the venture has 
become well established, 
squeezing the other 
partners through price 
rises that they cannot 
resist as they have lower 
bargaining power.

These different objectives 
add value in different ways 

Managing alliances
In the fourth article in his series on international business, 
Tony Grundy explains how alliances can add real value

Organic

Acquisition

Alliance

Pros

*	Generally lower risk

*	Less demanding

*	Typically less complex

*	Fast to do deal

*	Often offers a bigger-value prize

*	Gives control

*	Lower risk than an	acquisition

*	Gives competences that you 
may lack

*	Low investment

Cons

*	Perceived to be slower

*	Demands more patience

*	Often inadequate to fill the 
‘strategic gap’

*	Integration can be hard and 
take longer

*	Is medium to high risk

*	Can be time-consuming  
and distracting

*	Less permanent, shorter life-
cycle

*	May dilute competence and 
cover up weaknesses

*	Can be hard to manage, 
especially with change

OrganIc, acquIsItIOn Or allIance?
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too rigid to optimise the 
industry value chain and 
collaborative opportunity 
exceeds competitive need; 
this is the most important 
test for alliance strategies. 
Where there is a value-
adding activity that cannot 
easily be optimised by 
a separate competitor, 
but may be able to be by 
more than one with highly 
complementary skills, 
then a strategic alliance 
opportunity exists.

In my own business 
(strategy consulting and 
executive development) I 
have never been successful 
in establishing an alliance 
with a larger strategy 
consultancy; there is 

too much overlap of  
competencies. But I’ve had 
two successful alliances 
with brand strategy experts 
and a board-level coaching 
company, which have been 
win-win.

In executive development 
as a regular supplier I 
have had both tactical 
and strategic alliances 
with training providers 
and also with business 
schools. The optimal 
economic model is for 
these companies to do 
the front-end marketing 
and provide venues etc, 
but where a full-time 
employment model is not 
economically desirable for 
them and where suppliers 
like myself  wouldn’t want 
that as it is constraining.

Another condition 
of  success is that there 
is sufficient symmetry 
of  interests. I was once 
involved as a startup partner 
in a turnaround company at 
the beginning of  the credit 
crunch. There were four 
of  us. After a few months 

one of  the partners was 
poached to be CEO of  
a company needing 
full-time turnaround, 
so we lost our ‘centre-

forward’. 
The three of  us limped 

on with me as the strategy 
man, a financial director-
type and a lawyer. I will 
confess that I didn’t go all-
out as I was unsure whether 
we would ever score and 
there was an imbalance of  
time being invested by the 
three of  us. 

Often an alliance’s fate 
will be determined by the 
equal commitment – or 
otherwise – of  the various 
partners.

Evaluating alliances 
Once again I would like 
to prescribe the strategic 
option grid as an excellent 
mechanism for evaluating 
alliances: here the five 
criteria (as explored in 
earlier articles) are:

* strategic attractiveness 
(of  the market 
opportunity, the alliance’s 
competitive position, and 
the structural and skills 
and bargaining power 
parity within the alliance)

* financial attractiveness

* implementation difficulty 
(setup, development 
adaptation and change, 
and possible dissolution)

* uncertainty and risk 
(short, medium and  
long-term)

* stakeholder acceptability 
(visualising possible 
changes over time over 
the evolution of  the 
alliance).

As far as financial 
attractiveness is concerned, 
this isn’t just about 
profitability or even net 
cashflows. You need to 
be mindful of  the impact 
on any exit value for your 
business. Alliances may 
not be what a new owner 
wants or will pay for. In that 
respect an alliance can be 
like putting a new kitchen 
in your house – a good part 
of  that cost will never be 
recovered on sale. 

So like any long-term 
relationship where you 
don’t actually get married, 
alliances can add value, but 
they have their pros and 
cons and need managing. ■ 

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

– through sales volumes, 
price, cost, leveraging 
investment or skills.

In short, there may be a 
huge array of  reasons for 
entering alliances, some 
of  which are potentially 
competitive if  not 
unsavoury, eg predatory 
behaviour or squeezing 
partners. For example, 
I touched on Rover and 
Honda in my last article – by 
1994 it was said that Honda 
had grown so big and strong 
in that partnership that it 
had Rover in a ‘financial 
bear-hug’. 

Types of  alliances
There are a number of  
different types of  alliances 
that we can characterise as:

* informal partnerships

* formal partnerships

* distributor relationships

* supplier agreements

* franchises

* joint ventures

* limited companies.
It is helpful at this point 
to distinguish between 
strategic and tactical 
alliances. I define a strategic 
alliance as an alliance 
opportunity which enables 
its value to last for at least a 
three-year time horizon.

A tactical alliance is an 
alliance opportunity which 
enables its value to be 
realised within what is likely 
to be no more than a three-
year time horizon.

I have chosen a three-
year time horizon because 
in most industries this is 
a foreseeable time period 
of  market conditions and 
it is usually within the 
competitive advantage 
period (CAP).

Alliances span a 
spectrum of  time horizons, 
styles of  organisation 
and management, and, 
potentially, legal forms too. 
Typically in more mature 
markets there comes a 
point where the established 
industry structure is 
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* forecasting in detail, at 
account code level and to 
the pound

* forecasting only to the 
end of  the current year 
– as if  the following year 
did not exist

* giving budget holders an 
annual entitlement; they 
do not know what the 
coming year holds, nor 
does anyone in finance

* setting monthly targets 
from the annual plan; this 
is best done just before 
the quarter starts.

Forecast at the 
right level
Forecast at a category level 
rather than at the account 
code level. 

Forecasts are rarely 
right, and forecasting at a 
detailed level does not lead 
to a better prediction of  the 
future. Looking at the detail 
does not help you see the 
future any better (see box); 
in fact, it tends to screen 
you from the obvious.

A forecast should 
concentrate on key drivers 
and large numbers, not a 
myriad of  figures gathered 
at account code level – 
‘signifying nothing’, as 
Shakespeare put it.

Just like a house, rolling 
planning should be built 
on solid foundations. I will 
consider these foundations 
over two articles, beginning 
with this one.

Embrace abandonment
Austrian-born management 
consultant Peter Drucker 
frequently used the 
word ‘abandonment’ in 
connection with business 
growth. What he said about 
abandonment is one of  his 
great gifts to the world: 
‘The first step in a growth 
policy is not to decide where 
and how to grow; it is to 
decide what to abandon. In 
order to grow, a business 
must have a systematic 
policy to get rid of  the 
outgrown, the obsolete and 
the unproductive.’

In planning, many 
processes are carried out, 
year-in and year-out, simply 
because they were done 
the previous year. To build 
solid planning foundations, 
you should challenge all 
the previous forecasting 
givens and throw out all the 
inefficient processes you 
find, including:

* forecasting in a 
spreadsheet

Getting ready for rolling planning
For effective rolling forecasts, you have to chop away the dead wood of assumptions, 
and deal with the big picture rather than the detail. David Parmenter explains all

For more InFormatIon:

www.davidparmenter.com

Think about it: do you 
need a target or budget at 
account code level to control 
costs? If  you have good 
trend analysis captured in a 
reporting tool you can easily 
identify costs that are out 
of  control. Therefore, you 
can apply the 10% rule and 

dispense with forecasting at 
account code level unless an 
account code is over 10% of  
total expenditure. ■

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

Imagine that you have been asked to count the trees 
in 100 square miles of forest. You have two choices: 
the detailed way and the ‘helicopter’ way. 

For the detailed way, 70 staff  are split into 10 
teams, each of  which is assigned 10 square miles and 
given satnavs, spray paint, camping kit and provisions 
for three weeks. The teams update their count each 
night on a spreadsheet, and at the end, the counts 
are consolidated. However, some teams forget to load 
all their spreadsheets into the workbook, so the final 
count is wrong, although no one knows that. 

For the helicopter way, satellite imaging is used to 
select five sample areas, each a tenth of  a square mile 
in size. The staff  are split into five teams, each of  which 
counts its area in a day. The five counts are averaged 
and multiplied by 1,000. The answer is wrong, but it is 
wrong quickly and is still a good approximation. 

For forecasting, the helicopter way is usually the 
better option unless you are dealing with payroll, 
which managers can forecast by using actual salaries. 

take the chopper

1 List what you need to abandon in your annual 
planning process.

2 Dispense with forecasting at account code level 
unless a code is over 10% of  total annual spend.

3 Migrate your forecasting model from Excel to a 
planning tool.

4 Find out more from my website (see below).
5 Email me (parmenter@waymark.co.nz) for advice 

about how to stay in the helicopter and see the big 
picture during your forecasting and planning.

Next steps
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This second article on IFRS 
15, Revenue from Contracts 
with Customers, will look 
at the application of the 
standard using the five-
step model. The five-step 
model applies to revenue 
earned from a contract with 
a customer with limited 
exceptions, regardless 
of the type of revenue 
transaction or the industry.  

Step one in the five-
step model requires the 
identification of  the contract 
with the customer. Contracts 
may be in different forms 
(written, verbal or implied), 
but must be enforceable, 
have commercial substance 
and be approved by the 
parties to the contract. 
The model applies once 
the payment terms for 
the goods or services are 
identified and it is probable 
that the entity will collect 
the consideration. Each 
party’s rights in relation 
to the goods or services 
have to be capable of  
identification. If  a contract 
with a customer does 
not meet these criteria, 
the entity can continually 
reassess the contract to 
determine whether 
it subsequently meets 
the criteria. 

Two or more contracts 
that are entered into 
around the same time 
with the same customer 
may be combined and 

accounted for as a single 
contract, if  they meet 
the specified criteria. 
The standard provides 
detailed requirements for 
contract modifications. 
A modification may 
be accounted for as 
a separate contract 
or a modification of  
the original contract, 
depending upon the 
circumstances of  the case.

Step two requires 
the identification of  the 
separate performance 
obligations in the contract. 
This is often referred to as 
‘unbundling’, and is done at 
the beginning of  a contract. 
The key factor in identifying 
a separate performance 
obligation is the 
distinctiveness of  the good 
or service, or a bundle of  
goods or services. A good 
or service is distinct 
if  the customer can 
benefit from 
the good or 
service on 
its own or 
together 

with other readily available 
resources and is separately 
identifiable from other 
elements of  the contract.

IFRS 15 requires a series 
of  distinct goods or services 

that are substantially the 
same with the same 
pattern of  transfer, 
to be regarded as a 
single performance 

obligation. A good or 
service which has been 
delivered may not be 

distinct if  it cannot 
be used without 
another good 
or service that 

has not yet been 
delivered. Similarly, 

goods or services 
that are not distinct 

should be combined with 
other goods or services 

until the entity identifies a 
bundle of  goods or services 
that is distinct. IFRS 15 
provides indicators rather 
than criteria to determine 
when a good or service is 
distinct within the context 
of  the contract. This allows 
management to apply 
judgment to determine 

the separate performance 
obligations that best reflect 
the economic substance of  
a transaction. 

Step three requires the 
entity to determine the 
transaction price, which is 
the amount of  consideration 
that an entity expects to 
be entitled to in exchange 
for the promised goods 
or services. This amount 
excludes amounts collected 
on behalf  of  a third party 
– for example, government 
taxes. An entity must 
determine the amount of  
consideration to which it 
expects to be entitled in 
order to recognise revenue.

The transaction price 
might include variable or 
contingent consideration. 
Variable consideration 
should be estimated as 
either the expected value 
or the most likely amount. 
The expected value 
approach represents the 
sum of  probability-weighted 
amounts for various possible 
outcomes. The most likely 
amount represents the most 
likely amount in a range » 

Five-step model
In his second article on IFRS 15, Graham Holt looks at the 
practical application of the standard using a fi ve-step model
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of  possible amounts. 
Management should 

use the approach that it 
expects will best predict the 
amount of  consideration 
and it should be applied 
consistently throughout 
the contract. An entity 
can only include variable 
consideration in the 
transaction price to the 
extent that it is highly 
probable that a subsequent 
change in the estimated 
variable consideration will 
not result in a significant 
revenue reversal. If  it is not 
appropriate to include all of  
the variable consideration 
in the transaction price, the 
entity should assess whether 
it should include part of  
the variable consideration. 
However, this latter amount 
still has to pass the ‘revenue 
reversal’ test.

Variable consideration is 
wider than simply contingent 
consideration as it includes 
any amount that is variable 
under a contract, such as 
performance bonuses or 
penalties.

Additionally, an entity 
should estimate the 
transaction price, taking 
into account non-cash 

for entity-specific costs 
and margins or in limited 
circumstances a residual 
approach. The residual 
approach is different from 
the residual method that 
is used currently by some 
entities, such as software 
companies.

When a contract contains 
more than one distinct 
performance obligation, 
an entity allocates the 
transaction price to each 
distinct performance 
obligation on the basis of  
the standalone selling price. 

Where the transaction 
price includes a variable 
amount and discounts, 
consideration needs to be 
given as to whether these 
amounts relate to all or 
only some of  the 
performance 
obligations 

consideration, consideration 
payable to the customer and 
the time value of  money 
if  a significant financing 
component is present. The 
latter is not required if  
the time period between 
the transfer of  goods or 
services and payment is 
less than one year. In some 
cases, it will be clear that 
a significant financing 
component exists due to the 
terms of  the arrangement. 

In other cases, it could 
be difficult to determine 
whether a significant 
financing component 
exists. This is likely to be 
the case where there are 
long-term arrangements 
with multiple performance 

obligations such that goods 
or services are delivered 
and cash payments 
received throughout the 
arrangement. For example, 
if  an advance payment 
is required for business 
purposes to obtain a 
longer-term contract, then 
the entity may conclude 
that a significant financing 
obligation does not exist.

If  an entity anticipates 
that it may ultimately 
accept an amount lower 
than that initially promised 
in the contract due to, for 
example, past experience 
of  discounts given, then 
revenue would be estimated 
at the lower amount with the 
collectability of  that lower 
amount being assessed. 
Subsequently, if  revenue 
already recognised is not 
collectable, impairment 
losses should be taken to 
profit or loss.

Step four requires the 
allocation of  the transaction 
price to the separate 
performance obligations. 
The allocation is based 
on the relative standalone 
selling prices of  the goods 
or services promised and 
is made at inception of  the 
contract. It is not adjusted 
to reflect subsequent 
changes in the standalone 
selling prices of  those goods 
or services. 

The best evidence 
of  standalone selling 
price is the observable 
price of  a good or 
service when the 
entity sells that 
good or service 
separately. If  that 
is not available, 
an estimate is 
made by using 
an approach that 
maximises the use 
of  observable inputs 
– for example, expected 
cost plus an appropriate 
margin or the assessment 
of  market prices for similar 
goods or services adjusted 
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in the contract. Discounts 
and variable consideration 
will typically be allocated 
proportionately to all of  the 
performance obligations 
in the contract. However, 
if  certain conditions are 
met, they can be allocated 
to one or more separate 
performance obligations. 

This will be a major 
practical issue as it 
may require a separate 
calculation and allocation 
exercise to be performed 
for each contract. A 
mobile telephone contract 
typically bundles together 
the handset and network 
connection. IFRS 15 will 
require their separation.

Step five requires revenue 
to be recognised as each 
performance obligation is 
satisfied. This differs from 
IAS 18 where, for example, 
revenue in respect of  
goods is recognised when 
the significant risks and 
rewards of  ownership of  the 
goods are transferred to the 
customer. An entity satisfies 
a performance obligation 
by transferring control of  a 
promised good or service to 
the customer, which could 
occur over time or at a point 
in time. The definition of  
control includes the ability 
to prevent others from 
directing the use of  and 
obtaining the benefits from 
the asset. A performance 
obligation is satisfied at a 
point in time unless it meets 
one of  the following criteria, 
in which case, it is deemed 
to be satisfied over time:
1 The customer 

simultaneously receives 
and consumes the 
benefits provided by the 
entity’s performance as 
the entity performs.

2 The entity’s performance 
creates or enhances an 
asset that the customer 
controls as the asset is 
created or enhanced.

3 The entity’s performance 
does not create an asset 

step model, IFRS 15 sets 
out how to account for 
the incremental costs of  
obtaining a contract and 
the costs directly related 
to fulfilling a contract 
and provides guidance to 
assist entities in applying 
the model to licences, 
warranties, rights of  return, 
principal-versus-agent 
considerations, options for 
additional goods or services 
and breakage.

IFRS 15 is a significant 
change from IAS 18, 
Revenue, and even though 
it provides more detailed 
application guidance, 
judgment will be required 
in applying it because the 
use of  estimates is more 
prevalent. ■

Graham Holt is director of 
professional studies at the 
accounting, finance and 
economics department at 
Manchester Metropolitan 
University Business School
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two-part series, go to 

www.accaglobal.
com/ab126

with an alternative use 
to the entity and the 
entity has an enforceable 
right to payment for 
performance completed 
to date.

Revenue is recognised in 
line with the pattern of  
transfer. Whether an entity 
recognises revenue over 
the period during which it 
manufactures a product or 
on delivery to the customer 
will depend on the specific 
terms of  the contract.

If  an entity does not 
satisfy its performance 
obligation over time, it 
satisfies it at a point in 
time and revenue will be 
recognised when control is 
passed at that point in time. 
Factors that may indicate 
the passing of  control 
include the present right 
to payment for the asset or 
the customer has legal title 
to the asset or the entity 
has transferred physical 
possession of  the asset. 

As a consequence of  the 
above, the timing of  revenue 
recognition may change 
for some point-in-time 
transactions when the new 
standard is adopted. 

In addition to the five-
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financial benchmark, 
whether a price, estimate, 
rate, index or value. Under 
the law, administrators 
and submitters of  financial 
benchmarks designated 
by MAS will be regulated 
and licensed. MAS will 
choose these benchmarks 
based on their importance 
and susceptibility to 
manipulation – initial 
examples would include the 
Singapore Interbank Offered 
Rate (SIBOR) and Swap 
Offered Rate (SOR). See 
tinyurl.com/MAS-benchmark

credit bureau paper
Meanwhile, MAS has also 
floated proposals to subject 
credit bureaus in Singapore 
to formal oversight under 
a new credit bureau bill. 
A consultation paper 
suggests that MAS licenses 
bureaus, which would be 
subject to regulations on 
data confidentiality, security 
and integrity. Members of  
licensed credit bureaus, 
such as banks, finance 
companies and credit 
card companies, would 
be required to provide 
consumers with free copies 
of  their credit reports. See 
tinyurl.com/MAS-bureaus

tax centre launched
The Singapore Management 
University (SMU) has 
launched an SMU-TA Centre 
for Excellence in Taxation, 
working with the Tax 
Academy of  Singapore and 
the Inland Revenue Authority 
of  Singapore. The centre, the 
first of  its kind in Singapore, 
will research international 
and regional tax issues 
and taxation policies. See 
www.smu.edu.sg

SinGapOre

reGiStratiOn ruleS
Singapore’s Accounting 
and Corporate Regulatory 
Authority (ACRA) will from 
1 February 2015 tighten 
registration requirements 
for public accountants, 
effectively forcing applicants 
to acquire two more years of  
work experience – up from 
the current three years. This 
experience will henceforth 
have to include 2,500 
hours of  specific audit 
management experience and 
will have to be supervised 
and attested by an audit 
principal. Applicants must 
have independently and 
competently performed 
certain key audit functions, 
involving planning. In 
Singapore, only public 
accountants or accounting 
firms approved by ACRA 
may provide an audit 
opinion on financial 
statements. See tinyurl.
com/ACRA-registration

audit adjuStmentS 
ACRA has revealed a 
significant number of  audit 
adjustments of  Singapore-
listed company financial 
statements. The report 
said auditors proposed 
3,222 sets of  adjusting 
entries, worth SG$33.9bn 
(US$27bn) in 257 listed 
companies. There was an 
average 12 adjusting entries 
per company. See tinyurl.
com/ACRA-adjustments

benchmark cOntrOlS 
The Monetary Authority 
of  Singapore (MAS) has 
proposed legislation 
that would outlaw the 
manipulation of  any 

dOuble taxatiOn deal
An agreement on preventing 
double taxation between 
Singapore and the 
European financial centre of  
Liechtenstein came into force 
on 25 July. It incorporates 
internationally agreed 
standards for exchanging 
tax information. See tinyurl.
com/Liechtenstein-tax

iraS tax Guidance
The Inland Revenue 
Authority of  Singapore has 
published a guide explaining 
the scope of  tax deductions 
available for borrowing 
costs (other than interest 
expenses) within the city 
state. The guidance focuses 
on those costs incurred 
as a substitute for interest 
expenses, or which are 
designed to reduce interest 
costs. See tinyurl.com/ 
IRAS-guidance

hOnG kOnG

infOrmatiOn exchanGe
Hong Kong has signed 
tax information exchange 
agreements with six Nordic 
jurisdictions: Denmark, the 
Faroe Islands, Greenland, 
Iceland, Norway and Sweden. 
A key goal of  the deals is 
the avoidance of  double 
taxation, while meeting 
international standards 
on taxation transparency. 
Each will come into effect 
after ratification by Hong 
Kong and its relevant 
Nordic partner. See tinyurl.
com/exchange-Denmark 
(Denmark); tinyurl.com/
exchange-Faroes (Faroes); 
tinyurl.com/exchange-
Greenland (Greenland); 
tinyurl.com/exchange-
Iceland (Iceland); tinyurl.

com/exchange-Norway 
(Norway); and tinyurl.com/
exchange-Sweden (Sweden).

liStinG ruleS refOrm
The Hong Kong Stock 
Exchange has published 
a range of  proposed 
changes to its listing rules. 
These would streamline 
disclosure requirements, 
while incorporating changes 
arising from the new HK 
Companies Ordinance. 
They also include changes 
that boost the exchange’s 
compliance and monitoring 
role regarding financial 
information disclosures. 
See tinyurl.com/hkex-
consultation

Sfc reviSed Guidance
The Securities and Futures 
Commission (SFC) of  
Hong Kong has released a 
supplemental consultation 
conclusion that insists that 
IPO (initial public offering) 
sponsors face statutory 
civil and criminal liability 
for defective prospectuses 
under existing legislation. 
It means there will be no 
legislative reforms on the 
issue, which have been 
under consideration since 
December 2012. See  
tinyurl.com/SFC-IPO

chanGeS tO reit cOde
Hong Kong’s SFC has also 
announced the coming 
into force of  a revised code 
on real estate investment 
trusts. Changes have been 
made to the ‘REIT Code’ to 
give real estate investment 
trusts more flexibility 
to invest in property 
developments and financial 
instruments. See tinyurl.
com/REITcode

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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MAINLAND CHINA

purCHAse tAx wAver
China has from 1 September 
lifted purchase tax from 
alternative energy vehicles 
sold in the country, to 
encourage the use of  clean 
energy, according to a policy 
jointly issued by the Ministry 
of  Finance, the State 
Administration of  Taxation 
(SAT) and the Ministry of  
Industry and Information 
Technology (MIIT). The 
policy covers both imported 
vehicles and those made 
in China, and applies to 
all-electric, plug-in hybrid 
and fuel cell vehicles. 
Manufacturers and imported 
car dealers will have to file 
applications to MIIT to be 
listed under the category of  
‘alternative energy vehicles’, 
with requests also needing 
to be approved by the SAT 
and the Ministry of  Finance. 
See tinyurl.com/MIIT-energy

export tAx refuNDs
China is expanding a system 
of  tax refunds for ships 
exporting from Shanghai’s 
Yangshan port to cover 
cargoes initially shipped to 
Yangshan from eight other 
mainland Chinese ports. A 
statement jointly released by 
the Ministry of  Finance, the 
SAT and China Customs said 
the tax refunds would only 
apply to Chinese exporters 
certified for foreign trade 
with ‘B+’ credit records 
recognised by their local 
taxation office. The eight 
ports are: Longtan in 
Nanjing; Taicang in Suzhou; 
Lianyungang in Jiangsu; 
Zhujiajiao in Wuhu; Chengxi 
in Jiujiang; Chenglingji in 
Yueyang; Yangluo in Wuhan; 
and Qianwan in Qingdao. 
See tinyurl.com/8-ports

MALAYsIA

equItY CrowDfuNDINg
The Securities Commission 
Malaysia (SC) has published 

cross-border ciss become operational
The Association of Southeast Asian Nations (ASEAN) Capital Markets Forum (ACMF) 
has announced that an ‘ASEAN framework for cross-border offerings of collective 
investment schemes’ (CIS) is now operational in Malaysia, Singapore and Thailand. 

The regulatory system allows fund managers working from these member 
jurisdictions to offer locally constituted schemes, such as unit trust funds, to retail 
investors in other member jurisdictions, using a streamlined authorisation process. 
The goal is more profits for fund managers and increased choice for investors. This 
follows an October 2013 signing of  a memorandum of  understanding for the ASEAN 
CIS Framework by the Securities Commission Malaysia, the Monetary Authority of  
Singapore and the Securities and Exchange Commission, Thailand (SEC Thailand).  
See tinyurl.com/ACMF-handbook

a consultation paper on 
proposed rules for equity 
crowdfunding (ECF). The 
commission said these 
should be based on existing 
legislation, for instance ECF 
organisations should be 
regulated under Malaysia’s 
registered electronic facility 
framework. However, there 
should be clear rules for ECF 
operations. Service providers 
should host offerings, 
facilitate discussions, ensure 
only qualified investors 
participate on a platform, 
prepare documents and 
manage investor relations. 
But they should not 
feature trending pitches, 
offer investment advice, 
negotiate terms for third 
parties, or compensate its 
employees and agents for 
the solicitation and sale of  
securities. See tinyurl.com/
Malaysia-ECF

MIA etHICs CoDe
The Malaysian Institute 
of  Accountants (MIA) is 
reviewing its ethics code 
regarding long associations 
between auditors 
and other assurance 
professionals and their 
clients. This follows the 
release of  proposals from 
the International Ethics 
Standards Board for 
Accountants that auditors 
should take precautions 
to avoid conflicts of  
interest, for instance 
rotating personnel. See  
www.ifac.org/Ethics/
publications-resources

sukuk IssuANCe
The SC has launched 
guidance on issuing ‘sukuks’ 
(Islamic bonds) to promote 
investments that limit their 
negative environmental 
and social impacts. The 

‘Sustainable and Responsible 
Investment (SRI) Sukuk 
Framework’ will aid the 
financing of  sustainable and 
responsible initiatives from 
Malaysia’s developed Islamic 
finance sector. It wants to 
help develop in Malaysia 
so-called ‘green’ and ‘social 
impact’ bonds that promote 
such investment. The SC 
wants to exploit Malaysia’s 
leading position in the global 
sukuk market. The guidance 
includes insisting on 
information on the utilisation 
of  proceeds, choosing 
eligible socially responsible 
investment projects, 
disclosure and reporting 
requirements, and rules 
on appointing independent 
parties to deals. See tinyurl.
com/sukuk ■

Keith Nuthall and Wang 
Fangqing, journalists
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THE DREAM TEAM GRID

there needs to be a clear 
identification of  pivotal roles 
that need to be filled during 
the exercise. In doing so it 
is important to understand 
how vital the role of  the 
finance professional is when 

This article aims to establish 
whether the ‘age-old myth’ 
of the finance professional 
being merely a provider of 
financial information to an 
organisation and nothing 
more is still relevant in 
today’s business world.

In my book, From Pitch 
to Boardroom: the Principles 
of Team Excellence from the 
World’s Most Popular Game, 
I espouse a philosophy which 
recommends that businesses 
adopt a ‘dream team’ 
attitude to business teams 
in order to emulate the high-
performing teams evident 
within the sporting world.

When looking at our 
dream team philosophy 
I identify that, for each 
business task or project, 

included in these team tasks 
or objectives.

So what does make 
the dream team?
In my view, and also that 
of  world-class professional 

sports coaches and 
business gurus, it is all 
about getting:

* the right player, in

* the right position, with

* the right to focus, 
assisted and mentored by

* a visionary manager and/
or coach who knows how 
to get the best out of  
their team.

When looking at my own 
dream team grid (above), 
I am seeking to find the 
best, most balanced team 
that I can, based on the 
skills that an individual will 
bring to the task. 

The finance professional 
clearly has a role, here, 
and can assist the team 
leader in making more 
considered selections.

Leading or following
Having selected the team 
that will work on the task, 
what is the correct role of  
the finance professional? 
What is the right position 
for them to play in any given 
task? For many, they see 
themselves as that visionary 
manager and/or coach, 
who knows how to get the 
best out of  their team. 
While this may be true when 

Finance professionals’ role
Do fi nance professionals play a vital part in the success of team 
performance within a business scenario? asks Stuart Blyth
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managing a team of  finance 
professionals, how true 
is this when working in a 
multi-disciplined team? 

Finance professionals 
need to use all their skills 
and training to fully assess 
the role they should be 
fulfilling within that task. 
There is no doubt that an 
finance professional has 
the ability to analyse and 
critique known facts, but 
how many of  them can also 
be seen as creative and 
innovative thinkers?

When looking at creating 
the ultimate dream team, 
one should take into account 
the vital roles that need 
to be in place for the task 
to be a success. Consider 
if  you were to construct 
the team sheet for an 
English Premier League 
soccer match, you would 
not create a team of  only 
centre-forwards; therefore, 
why do a significant number 
of  businesses create 
unbalanced teams that 

reflect this selection 
procedure?

One vital role 
that finance 
professionals can 
play in helping the 
selection of  team 
members is to use 
their ability to analyse 
hard facts and data, 
and create invaluable 
input from an objective 
standpoint as to who may 
potentially be the right 
players for this exercise. 

Yet how many of  them 
can be seen to be the 
inspiration for the team 
and its overall performance?

We live and work in a 
world where we interact 
daily on a real and virtual 
basis with many individuals. 
These individuals or other 
team members can be in the 
same room as us, or on the 
other side of  the world, and 
can also be from a totally 
different culture to that in 
which we ourselves were 
brought up. This is exciting: 

▌▌▌IT IS IMPOSSIBLE FOR ANY ONE MEMBER OF THE 
TEAM TO BELIEVE THAT THEY ARE SOLELY RESPONSIBLE 
FOR THE SUCCESS OR OTHERWISE OF A TASK

we know that being included 
in a multi-disciplined and 
multicultural team gives 
us the opportunity to work 
with other professionals 
who bring diverse skills and 
a different style of  critical 

thinking to any 
exercise. This is 
a great learning 
experience and 
an opportunity 
for personal 
growth – one 
that should be 

embraced and 
actively sought out. 

Team tactics
In any given team exercise, 
be it in sport or in business, 
it is important for all the 
players to understand 
their role within the team. 
When assessing some 
fundamental principles 
of  teamwork, it became 
evident to me that there 
are some key principles 

that assist in the ability of  
the team to drive towards 
team excellence over and 
above the dream-team 
selection process.

For the purpose of  this 
article, I will look at just 
two of  these principles and 
apply them to the finance 
professional’s role within a 
team scenario.

I have in my work 
attempted to explode ‘the 
myth of  self-sufficiency’. 
What I mean by this is that, 
given the complexities and 
the demands of  business 
teams, it is impossible for 
any one member of  the 
team to believe that they 
are solely responsible for 
the success or otherwise 
of  a task. 

In working through this 
theory, it is obvious that 
everybody within a team 
exercise has a vital role to 
play. It may well be that 
individuals will have primary 
responsibility for part of  
the activities while being 
supported by the others in 
the team, and at other times 
these players will be playing 
secondary roles.

Consider the various teams 
that you are currently » 
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a case to be made that they 
can be more inspirational 
when leading, mentoring 
and coaching the team to 
success, rather than the view 
held in many circles of  being 
merely a financial person 
relying on historical data.

Measuring success
I turn now to my second 
topic: the measurement of  
success or otherwise in any 
team activity.

Finance professionals 
will tend to use hard, 
historical data to decide 
whether a particular activity 
has been successful or 
not. However, there are 
significant ‘soft’ issues 
and benefits that will 
also need to be taken 
into consideration when 
measuring success.

In most organisations, 
parties will be looking for 
an ROI measure of  the 
success of  any activity, and 
this is usually expressed in 
financial terms. While these 

working with and assess 
with a critical eye whether 
you are playing a primary or 
secondary role in the team 
activity, or whether the role 
that you are playing varies 
given the particular situation 
that the team is in. 

Clearly it is desirable that, 
as a finance professional, 
you consider how you 
can be more effective in 
the team activity. Taking 
a traditional approach to 
your role may hinder the 
success or otherwise of  the 
team activity.

When thinking about 
your role, try to answer the 
following questions:

* How vital is the role that 
you’re playing?

* Could you be doing more 
to support the team?

* Could you be leading the 
team in a more positive 
manner?

These questions need to be 
considered not only for the 
finance professional with 
regard to the importance of  
their role within the team 
activity, but also from the 
team members’ point of  view. 

Given the analytical ability 
and the training that most 
finance professionals have 
amassed, perhaps there is 

measures are an extremely 
useful indicator of  success, 
they do not necessarily give 
the whole picture.

A particular example 
of  this would be when 
considering continuous 
learning, or learning and 

development expenditure. 
How would you measure the 
impact of  this activity?

Measurements would 
be both quantitative and 
qualitative. While the HR/
learning and development 
team would have a financial 
budget to work within in 
order to deliver on their 
strategy, there are also 
some important qualitative 
factors that would have an 
impact on the success or 
otherwise of  this activity.

A motivated, well 
trained and cared for 
employee gives more back 
to the company than just 
pure financial benefits – 
meanwhile an unmotivated, 
poorly trained and poorly 

cared for employee gives 
less and costs the company 
more, both in financial and 
other terms. 

For example, what is 
the cost of  replacing an 
employee who the company 
might want to have kept, 
but who leaves because 
of  lack of  motivation? 

The cost is not only the 
fees payable to replace 
that person but the 
other non-tangible costs 

of  time, disruption and 
loss of  productivity, to 
name just three. Therefore 
expenditure in this area is 
an investment rather than a 
cost to the business.

Therefore when 
measuring the success or 
otherwise of  an activity, 

the finance professional 
has a crucial role to play 
in helping the other team 
members to appreciate and 
evaluate all of  the different 
measures that need to be 
considered.

Summary
The modern-day finance 
professional needs to 
be more involved in the 
projects and tasks that a 
company undertakes. They 
need to take on a much 
more advisory role, and 
be a mentor to other team 
members rather than merely 
reporting historical fact. ■

Stuart Blyth is CEO of 
From Pitch to Boardroom

▌▌▌THE FINANCE PROFESSIONAL HAS A CRUCIAL ROLE 
TO PLAY IN HELPING TEAM MEMBERS TO EVALUATE ALL 
OF THE MEASURES THAT NEED TO BE CONSIDERED
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nature, while those relating 
to transactions in the 
course of  a business are 
liable to be taxed.

Fixed/circulating 
capital
According to Lord Haldane 
in John Smith & Son v 
Moore (1921), ‘Adam 
Smith in his book, Wealth 
of Nations, described fixed 
capital as what the owner 
turns to profit by keeping 
it in his own possession, 
circulating capital as what 
he makes a profit of  by 
parting with it and letting it 
change masters. This classic 
distinction has since been 
widely used; economists have 
never been able to define 
more precisely what the line 
of  demarcation is.’ Receipts 
from the disposal of  fixed 
capital would accordingly 
be capital in nature, and 
receipts from the disposal 
of  circulating capital would 
be revenue in nature.

Lord Hanworth MR in 
The European Investment 

There is no single concept 
of what constitutes income. 
It is not defined explicitly 
in the Income Tax Act. In 
practice, its meaning is 
largely determined with 
reference to decided cases 
(common law) in order 
to distinguish between 
income and capital gain, 
as the former is taxable 
and the latter is not.

According to Lord 
MacMillan in Van Den 
Berghs v Clark (1935), ‘The 
Income Tax Acts nowhere 
define income any more 
than they define capital.’ 
So, it is to the decided 
cases that we must go in 
search of  the light.   

In CIT v IA (2006), 
Justice Andrew Phang 
in the Court of  Appeal 
observed, ‘It is a notorious 
and unfortunate fact that 
the distinction between 
the concept of  capital 
and that of  revenue is 
often elusive and even 
illusory. Even on the most 
promising of  occasions, 
there are tremendous 
difficulties of  application.’

This article provides 
some guidance on this 
area of  complexity in tax. 
Although no infallible 
criterion has emerged 
from the decided cases, 
the following tests may 
be applied as a guide:

Permanent structure 
versus subject 
matter
Profits derived 
from the 
realisation of  
assets forming part 
of  the permanent structure 
of  a business would be 
regarded as capital in 

Trust Co v Jackson (1932) 
said, ‘The question whether 
or not a sum is fixed or 
circulating capital is one 
of  degree, and therefore a 
question of  fact.’ 

In practice, to decide 
whether a disputed item 
falls under taxable income 
or capital gain, a close 
examination of  the nature of  
the trade, the relation of  the 
asset to the ordinary trading 
operations and the purpose 
and the circumstances in 
which the item was acquired 
and then sold is necessary.

In F Housing Sdn Bhd v 
DCIG (1976), the issue was 
whether a single transaction 
of  compensation received 
for land acquired by the 
government is taxable 
income or capital gain. The 
Court said, ‘It is necessary 

first to decide whether 
the land in 

question 
is stock-
in-trade 

or capital’, 
and upheld 

that the land 
was stock-in-

trade and the 
compensation 

payment was income and 
thus taxable.

The test of  
intention

Possibly the important 
test laid down by the 
Courts is the ‘purpose test’ 

for which the asset 
was originally 
acquired. If  an 
asset is acquired 

for resale with a view 
to profit, the proceed from 
its sale is generally revenue 
in nature. Conversely, if  an 
asset is acquired with the 

object of  deriving an income 
from it and not for resale at a 
profit, the proceed from the 
sale of  the asset is generally 
considered capital in nature.

Applying this test involves 
weighing all the facts and 
circumstances of  the 
acquisition and the method 
of  dealing with the asset.

Justice Andrew Phang 
explained in CIT v IA (2006) 
that the ‘purpose test’ 
provides an appropriate 
starting point for any inquiry 
of  this nature. Simply put, did 
the taxpayer intend to enter 
into a transaction having the 
character of  revenue… or 
the character of  capital? The 
purpose of  the transaction 
must be considered in the 
light of  the objective facts 
and not the subjective 
intentions of  the taxpayer.’

Sharma J also stated in 
NYF Realty Sdn Bhd v CIR 
(1974), ‘The focal point of  
enquiry is the dominant 
purpose for which the 
particular property was 
originally acquired. If  it 
is established that the 
dominant purpose was 
its resale at a profit, the 
presence of  other purposes, 
such as the rental of  that 
property does not remove 
any profit on ultimate sale 
from the taxable area.’

In COT v Levy (1952), 
‘It is not essential that the 
intention must be clearly 
antecedent to, or present at, 
the time of  acquisition. If  at 
the date of  purchase there 
was no clear intention, then it 
is necessary, in principle and 
for practical reasons, to seek 
the main factor operating 
to induce the taxpayer to 
make the acquisition. In 
such circumstances the 

What constitutes income
When defi ning whether profi ts acquired are income or capital gain, a good place to start 
is by applying the ‘purpose test’. Yee Fook Hong covers the important points to consider
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question is essentially a 
matter of  degree.’ 

In CIR v Lydenburg 
Platinum (1929), ‘A taxpayer 
may change his intention 
in regard to the use of  
the asset. If  the original 
intention was to work 
it to derive income, but 
subsequently the owner 
changes his intention 
and the land thereafter 
became stock-in-trade in 
the general profit-making 
scheme of  dealing in land, 
then any profit derived 
from the sale of  such 
land would be of  an 
income nature, as the 
owner had changed his 
intention, and vice versa.’

Period of  holding
In Reliance Land Investment 
Co (Pty) v CIR 1946 WLD 
(1971), it was held that, 
‘recurrence of  a receipt 
or the length of  time for 
which an asset is held is not 
necessarily a decisive test 
as to whether it is capital 
or income, though it is an 
important element to be 
taken into consideration.’ 

A profit derived after a 
long holding period may 
suggest the asset was held 
as a long-term investment, 
whereas an asset disposed 
of  shortly after acquisition 
may prima facie be regarded 
as an asset purchased for 
resale in the short term 
for a profit. This may not 
be the case and it must be 
considered in conjunction 
with all factors.

In Turner v Last (1966), 
Gross J observed, ‘A person 
may buy something for his 
own use with no idea of  
a quick resale, and then, 
quite unexpectedly, he 
may receive an offer to buy 
which is too tempting to 
refuse…but the fact that 
there was a quick resale 
naturally leads one to 
scrutinise the evidence that 
it was not envisaged from 
the first… If  the sale was 

contemplated at the time 
of  purchase, it will be very 
difficult to resist a finding 
that a trade has been 
carried on.’

Frequency 
of  similar 
transactions
If  any particular 
transaction is one of  
a series 
and 
there is 

evidence of  habitual and 
continuous activity, then the 
transaction may fall into the 
general pattern, which as a 
whole constitutes a trade. 
Conversely, it may be argued 
that a number of  desultory 
transactions over years do 
not constitute a trade.

The test of  frequency 
must be considered in 
relation to the subject 
matter, as Rowlatt J stated 
in Pickford v Quirke (1927), 
‘It is very well known that one 
transaction of  buying and 
selling does not make a man 
a trader, but if  it is repeated 
and becomes systematic, 
then he becomes a trader 
and the profits of  the 
transaction, not taxable so 
long as they remain isolated, 
become taxable as items in 
a trade as a whole…’  

Extra work to render 
property more saleable 
In IRC v Livingstone (1926), 
the fact material alterations 
were made to a cargo vessel 

▌▌▌POSSIBLY THE IMPORTANT TEST LAID DOWN BY 
THE COURTS IS THE ‘PURPOSE TEST’ FOR WHICH THE 
ASSET WAS ORIGINALLY ACQUIRED

to improve its character 
and make it more 

marketable was 
significant in 
indicating 
a trading 

transaction, 
because there 

was an 
organised 

effort to obtain profit. But 
Lord Sands noted that 
this test is not, however, 
decisive by itself.

Circumstances 
responsible for sale 
In West v Phillips (1958), 
‘If  an asset is sold because 
of  some unanticipated 
factors or a sudden need 
for ready money, such 
causative circumstances 
would indicate a 
presumption that the asset 
was not originally acquired 
for trading purposes.’

Existence of  a profit-
seeking motive
In Iswera v Ceylon CIT 
(1965), Lord Reid upheld, 
‘Where direct evidence is 
absent or lacking, motive 
can sometimes be inferred 
from the surrounding 
circumstances of  the 
transaction… if  his acts 
are equivocal, his purpose 
or object may be a very 
material factor when 

weighing the total effect of  
all the circumstances.’

However, the presence 
of  a desire to make a profit 
is not conclusive, either, as 
Lord Buckmaster observed 
in Leeming v Jones, ‘An 
accretion to capital does not 
become income because the 
original capital was invested 
in the hope and expectation 

that it would rise in value.’

The manner in 
which a disposal 
is secured 
In Martin v Lowry 
(1927) (dealings 
in linen), it was 
held that ‘if  
special effort 

was made to find or 
attract purchasers (sales 
campaign by extensive 
advertising) or a business 
organisation was used to 
effect the sale… there is a 
presumption of  trade’.

Methods of  financing 
If  the financing is from 
external borrowed funds, 
the obligation of  having 
to repay the loan facilities 
periodically would point 
to the presumption of  
trade, for example, the 
need to realise income so 
as to repay the loan.

Applying any one of  
the above factors is not by 
itself  conclusive. One has 
to consider all the facts of  
each case. Nonetheless, 
the following five basic 
propositions could be said 
to have emerged from the 
decisions of  the Courts:
Payments received for 
the sale of a business’s 
fixed assets are prima 
facie capital. However, » 
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commercial contract will 
only be treated as capital if: 
1 The cancellation 

destroys or 
materially 
cripples the 
whole 

structure of  the profit-
making apparatus; or 

2 The contract cancelled 
was the only one or 
substantially the only one 
of  its kind entered into.

Where the contract cancelled 
is one of  several, termination 
payments are generally 
treated as income receipts. 

* IRC v Fleming & Co 
(Machinery) (1961) 

* Californian Oil Products 
(in Liquidation) v 
FCT (1934) (agency 
agreement)  

* Exchequer Court in 
Parsons-Steiner v MNR 
(1962) (agency contract)

Payments in lieu of trading 
receipts are generally 
revenue. London and Thames 
Haven Oil v Attwool (1966), 
‘Where, pursuant to a 
legal right, a trader receives 
from another person 
compensation for the 
trader’s failure to receive a 
sum of  money which… would 
have been credited to the 
amount of  profits (if  any) 
arising from the trade carried 

where the terms of  sale of  
a capital asset contain a 
collateral trading bargain, 
receipts under such bargain 
may be taxable.

* Orchard Wine & Supply 
Co v Laynes (1952)

* Lamport & Hold Line v 
Langwell (1958) (ship 
owners/purchases of  oil)

* British Dyestuffs Corpn 
(Blackley) v IRC (1924)

Payments received for the 
destruction of the profit-
making apparatus of a 
business are usually capital. 
H A Roberts v MNR (1969), 
‘Receipt of  compensation 
for the termination of  
some beneficial contract 
is generally treated as 

capital if  the contract is in 
substance the very basis of  
the recipient’s profit-making 
apparatus… when the rights 
and advantages surrendered 
on cancellation are such 
as to destroy or materially 
cripple the whole structure of  
the profit-making apparatus 
involving the serious 
dislocation of  the normal 
commercial organisation 
and resulting perhaps in the 
cutting down of  the staff  
previously required.’

Van Den Berghs v Clark 
19 T.C 390 (1935) is the 
leading case where the rights 
and advantages surrendered 
on cancellation were held to 
destroy the whole structure of  
the profit-making apparatus. 

Barr, Crombie Co v IRC 
(1945), ‘A firm of  ship 
managers who only managed 
the ships of  one company 
received compensation 
when that company went 
into liquidation was held a 
capital payment.’

In essence, a payment 
for the cancellation of  a 

on by him, the compensation 
is to be treated for income 
tax purposes in the same 
way as that sum would 
have been received instead 
of  the compensation.’ 
Examples are:
1 Obligation under contract-

insurance recovery

* J Gliksten & Son v 
Green (1929)

* Keir & Cawder v CIR 
(1958) (insurance 
recoveries received 
for the loss of  trading 
stocks were held to 
be trading receipts)

* IRC v Williams 
Executors (1944) 
(compensation received 
for loss of  profits was 
held to be revenue)

2 Compensation received 
for non-performance 
of  a business contract 
would be revenue.

This was reflected in 
Short Bros v CIR (1927), 
where a shipbuilding 
company was contracted 
to build two steamers. 
It agreed to cancel the 

contracts in return for a 
compensation payment. 
The Court of  Appeal 
held that the payment 
was a trading receipt 
received in the ordinary 
course of  business.

In Burmah Steam 
Ship Co v CIR (1930), 
damages received for 
late delivery for overhaul 
repairs were held to be 
trading receipts.

By contrast, in Kelsall 
Parsons & Co v CIR 
(1938), a firm entered 
into agency agreements 
for sale on commission 
of  manufacturers’ 
products. In May 1934, 
an agency agreement was 
terminated, the Court 
of  Session remarked, 
‘Each case depends 
on its own facts. The 
appellant’s business is 
entirely different from 
the business carried on 
by someone who, under 
contract, acts exclusively 
as agent for a single 
principal. It was a normal 
incident of  business that 
the contracts might be 
modified or discharged 
from time to time. 

‘The appellants 
were not parting with 
something which could be 
described as an enduring 
asset of  the business.’

3 Damages for tort. 
Compensation for loss of  
trading profits resulting 
from a tortious act 
committed against the 
recipient will be treated 
as trading receipts, as 
reflected in London and 
Thames Haven Oil Co v 
Attwooll (1967).

4 Statutory payments. 
Governmental subsidy/
grant hinges on its 
main purpose. If  it was 
intended to assist the 
trader to perform his 
trading operations more 
profitably, the subsidy or 
grant will be considered 
a trading receipt.

▌▌▌IN DETERMINING THE LIABILITY TO INCOME TAX, 
IT IS NECESSARY TO DRAW A DISTINCTION BETWEEN 
TAXABLE INCOME AND NON-TAXABLE CAPITAL GAINS
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These were reflected 
in the cases of  Pretoria- 
Petersburg Ry Co Elood 
(1908), Charles Brown 
Co v IRC (1930) and 
Smart v Lincolnshire 
Sugar Co (1937).

Payments in return for the 
imposition of substantial 
restrictions on a trader’s 
activities are generally capital.

* Sterilisation of  assets. 
In Glenboig Union 
Fireclay Co v CIR (1922), 
compensation received for 
refraining from working on 
the fireclay beds from the 
railway company was held 
to be capital in nature and 
thus not taxable. 

* Restrictive covenants. 
In Murray v ICI (1967), 
for certain ‘keep-
out’ covenants not to 
manufacture or sell 
terylene in some European 
countries, lump sums 
payments received were 
held to be capital (Russell 
LJ stated that in substance 
the taxpayer disposed of  a 
part of  its fixed capital).

Payments of a recurrent 
nature are more likely to 
be revenue.

Know-how 
Whether an amount derived 
from the sale of  know-how is 
capital or revenue depends 
on the facts of  each case:

* Whether the property in 
the know-how has been 
parted with or whether 
the know-how’s value 
has been substantially 
diminished as a result 
of  the communication 
to another person; or

* Whether communicating 
the know-how is merely 
a way of  deriving profit 
from the use of  technical 
knowledge (royalty) and 
that the recipient retains 
ownership of  the asset.
In Rolls-Royce v Jeffrey 

(1962), payments received 
for the parting of  the 
property are capital, while 
those received for the use 

of  technical knowledge and 
experience are income. 

Evans Medical Supplies 
v Moriarty (1957), the 
House of  Lords in reversing 
the decision of  the Court 
of  Appeal held, ‘Its 
possession had secured for 
the company a substantial 
share of  the Burmese 
market; its loss will mean 
that its Burmese agency will 
become progressively less 
important, in other words… 
the company has parted 
with its property. I mean… 
a capital asset.’

However, if  a company is 
also carrying on a business 
of  dealing in know-how, 
consideration received 
from the parting of  the 
know-how would be of  a 
revenue nature. That was 
how the Evans Medical 
case was distinguished by 
the House of  Lords in the 
Rolls-Royce case, where 
engineering ‘know-how’ 
was sold under a series of  
agreements to countries 
on a deliberate policy of  
licensing companies in other 
countries to manufacture its 
engine on terms involving 
payments of  capital sums 
and royalties. The House 
held that the lump sums 
were trading receipts.

Similarly, in English 
Electric Co v Musker (1964), 
it was held that the lump 
sums received for the sales 
of  know-how were revenue 
receipts. Lord Radcliffe 
said: ‘The appellant had 
after the transaction what 
it had before it… But 
imparting know-how for 
reward is not like this… 
The nature of  receipts from 
it depends essentially upon 
the transaction out of  which 
they arise, and the context 
in which they are received. 
The mere parting of  know-
how cannot be equated 
with the disposal of  a 
capital asset.’

By contrast, in Wolf  
Electric Tools v Wilson 

(1968), the appellant firm, 
trading in power tools in 
India, agreed to provide an 
Indian company with all 
present and future drawings, 
designs and technical 
know-how for setting up 
a factory to produce tools. 
It also assigned all its 
Indian patents to that firm. 
The Court held that the 
shares issued by the Indian 
firm to it as consideration 
for giving up its business in 
India is capital in nature. 

Patent royalties
In Constantinesco v 
Rex (1927), the British 
government had made use 
of  an invention during the 
First World War. The inventor 
was paid £70,000 which the 
Court held was income.

The position was 
reinforced in Lord Greene 
MR in Rustproof  Metal 
Window Co v IRC (1947), 
where a non-exclusive licence 
granted for the manufacture 
of  a limited number of  
articles in return for 
a capital sum 
and a royalty was 
held that both the 
capital sum and 
the royalty of  3 
pence per article 
were income 
payments.

However, in 
IRC v British 
Salmson Aero 
Engines (1938), 
an exclusive 
licence for 10 years 
was granted for the 

manufacture of  an aeroplane 
engine made by a French 
company. The consideration 
was £25,000 payable in 
three instalments and a 
royalty of  £2,500 yearly over 
the next 10 years. The Court 
of  Appeal held the lump 
sum was capital but that the 
royalty constituted income.

In summary, in 
determining the liability to 
income tax in Singapore, 
it is necessary to draw a 
distinction between taxable 
income and non-taxable 
capital gains. This is not an 
easy task. Applying the above 
factors will help to draw 
out the relevant facts and 
circumstances under which 
the receipt arose and enable 
a holistic picture to emerge 
as to the nature of  the 
receipt: revenue or capital. ■

Yee Fook Hong is a board 
member of the Singapore 
Institute of Accredited Tax 
Professionals and partner 
at Ng, Lee & Associates DFK

This article was 
published in 
ISCA’s IS Chartered 
Accountant magazine
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ACCA members who are 
interested in embarking on 
the MBS Global MBA will 
be exempted from three 
modules of  the programme, 
which would normally 
comprise 15 modules. 

This means that they 
will be able to complete the 
MBS Global MBA within a 
period of  18 to 24 months, 
which is six months shorter 
than the typical route of  
24 to 30 months. ■

ACCA Singapore signed 
a Memorandum of 
Understanding (MoU) 
with the Manchester 
Business School (MBS) 
Singapore campus in July, 
with the primary aim of 
establishing a priority, 
fast-track path for ACCA 
members to attain the 
MBS Global MBA. 

The MoU signing 
ceremony was presided 
over by ACCA chief  
executive, Helen Brand 
and MBS’s chief  global 
officer, Nigel Banister, and 
took place immediately 
following the grand 
opening of  MBS Singapore’s 
new premises.

Fast-track Global MBA for members
ACCA Singapore and Manchester Business School sign MOU to establish a shorter 
study timeframe for ACCA members to gain the school’s Global MBA qualification

► fast-track mba
ACCA chief executive Helen 
Brand and Nigel Banister, 
chief global officer of 
Manchester Business School 
at the signing of the MoU
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Being prepared for cyber risks
While embracing the power of cyber technology helps your business compete in a global 
market, it lays open the threat of cybercrime. Don’t be complacent, warns Lem Chin Kok

When I joined KPMG 
Forensic in Singapore 12 
years ago, most of our 
investigations involved 
combing through paper 
documents. The business 
world has since changed 
dramatically, and ‘cyber’ has 
become a frequently uttered 
buzzword among the senior 
executives of companies 
around the world.

Our job in KPMG Forensic 
is primarily helping clients 
respond to alleged or 
suspected fraud, misconduct 
or other improprieties 
such as violations of  laws, 
regulations or organisational 
policies, all of  which are 
increasingly involving the 
cyber environment. 

Technology has become 
an integral part of  our 
work, whether for extracting 
evidence from computer 
systems, using data analytics 
to detect potential fraud, or 
cyber forensics to perform 
root-cause analysis when a 
cyber-attack happens. 

My interest in conducting 
investigations began when 
I started my career as a 
police officer 20 years ago. 
Armed with my ACCA 
Qualification, I left the force 
to join a listed company, 
where I oversaw its finance 
functions across eight Asia 
Pacific countries.

I have always been 
interested in IT. Having 
a passion for technology 
makes it easier for me to 
help my clients identify and 
deal with their challenges. 

Growing from a team 
of  three when I first joined 
KPMG Forensic, the now 
50-strong team provides 
investigation, litigation 
support and computer 

forensics services to myriad 
organisations including the 
public sector.

My job has exposed me 
to many computer forensics 
cases, from cross-border 
electronic evidence recovery 
exercise, execution of  large-
scale Anton Piller orders, to 
cyber investigations. 

Despite Singapore’s 
reputation as a global 
financial centre, the general 
level of  knowledge and 
awareness of  cyber security 
and risks is still relatively low. 
Most organisations do not 
really understand cyber risks. 

According to a ACCA-IMA 
(Institute of  Management 
Accountants) report entitled, 
100 drivers of change for the 
global accountancy profession, 
the digitisation of  financial 
services has opened up 
individuals and organisations 
to threats from cyberspace, 
and forms of  cyberterrorism, 
cybercrime and cyber fraud 
will continue to emerge. The 
challenge for businesses is 
to understand, mitigate and 
manage the cyber risks.

Though the general types 
of  cyber risks remain roughly 
the same as 10 years ago 
– viruses and Trojan horses 
– what has substantially 
changed is that consumers 
and businesses are becoming 
prolific users of  cyber 
technology. Almost every 
phone is internet-enabled, 
and smart devices are now as 
powerful as computers. 

These developments 
represent more opportunities 
for the perpetrators. In a 
vicious cycle, this increase in 
opportunities in turn attracts 
more perpetrators, who are 
becoming ever more cunning 
and sophisticated.

A company used to 
have only one aspect of  its 
business that is exposed 
to a cyber attack – the 
internet-facing server. Yet 
now so many businesses are 
conducting their operations 
online and on many device 
platforms, the number 
of  cyber touchpoints – 
and as such points of  
vulnerability – has increased 
dramatically.

While the reliance on 
cyber by organisations 
have advanced 
significantly, the 
capabilities to manage 
cyber risks have not 
developed in tandem. 
This gap is widening 
at an increasing speed 
and as a result, more 
organisations are 
expected to fall victim 
to cybercrime.

When you do 
business in cyber space, 
you are embracing a 
borderless world. In the 
real world, a thief  needs to 
be physically near to steal 
from you, but in the virtual 
space, the perpetrator can 
be anywhere in the world. In 
fact, the most sophisticated 
hacker can be virtually at 
your doorstep, even if  he is 
physically on the other side 
of  the world. 

Finance leaders have to 
ensure their organisations 
can survive and thrive 
under varying environments 
and challenges. Finance 
leaders need to identify 
and mitigate the cyber 
risks impacting their 
businesses so that they can 
weather emergent shocks 
while taking advantage of  
the opportunities that the 
various technologies offer. ■

Lem Chin Kok FCCA is 
partner (Forensic) of 
KPMG in Singapore
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ACCA has published its integrated report for the 
2013/14 financial year. Highlights include the opening 
of a Myanmar office, Council meeting in the Middle 
East, and the successful conclusion of ACCA’s four-
year strategic plan to become the leading global 
professional body in reputation, influence and size. 

The report was compiled in accordance with the 
International Integrated Reporting Council’s framework.
http://annualreport.accaglobal.com

MOOC doors swing open

ACCA has teamed up with 
the University of Exeter 
Business School and 
online learning platform 
FutureLearn to launch 
a massive open online 
course (MOOC). 

The initiative, which is 
free and open to anyone in 
the world, helps students 
understand how to run a 
business. 

The eight-week 
Discovering Business in 
Society MOOC offers the 
opportunity to learn the 
principles of  business 
to everyone, including 
prospective undergraduates, 
working professionals and 
people looking to return to 
work after an absence. 

For those interested in 
seeking a route to ACCA 

membership, the MOOC can 
be a starting point. 

‘The whole point of  this 
MOOC is that it is all-
encompassing,’ said ACCA 
executive director – strategy 
and development Clare 
Minchington (pictured). ‘It 

can be a way for someone 
looking to begin their 
journey into the finance 
profession with ACCA, but 
equally it could be useful to 
someone seeking to start 
a business to get a better 
understanding of  what’s 
involved, or a parent looking 
to return to work with a new 
set of  skills.’

Topics covered include 
purpose and types of  
business organisation, the 
changing world of  business, 
environmental, economic 
and governance issues. 

MOOC students who pass 
the optional examinations 
can claim exemption 
from the ACCA F1 paper, 
Accountant in Business.

More at tinyurl.com/
MOOC-launch

Collaboration with FutureLearn and University of Exeter Business 
School brings free Discovering Business in Society course for all
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ACCA OnLInE 
COnFErEnCE

Corporate culture, 
sustainability and global 
business service models 
were among the issues 
discussed at ACCA’s sixth 
annual Accounting for 
the Future global virtual 
conference, which is now 
available online.

The four-day event, 
which took place between 
15 and 18 September, 
offered global content in 
video and audio webcasts, 
which were delivered live 
and on-demand. 

Experts shared the 
latest insights on how 
businesses need to adapt 
to meet the future needs of  
stakeholders, regulators, the 
economy and the public.

Visit www.accaglobal.
com/accountingforthefuture

8,325
In June 2014 a record 
8,325 students 
successfully completed 
their final ACCA exams. 
The sitting saw 190,000 
candidates around the 
world take more than 
330,000 papers, often 
online – an additional 
53,000 sat computer-
based exams.
www.accaglobal.com/
ab127
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