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MAKING THE CONNECTION
Last November saw the launch of a landmark stock 
trading arrangement between Shanghai and Hong Kong. 
Shanghai-Hong Kong Stock Connect allows foreign 
investors to trade in Shanghai’s stock market via Hong 
Kong, while mainland investors can deal in Hong Kong 
stocks through the Shanghai Stock Exchange. 

Yet despite the fanfare and heightened anticipation 
generated by its launch on 17 November, the scheme has 

yet to get into its stride. As we went to press, the South China Morning Post wrote 
that the scheme has not proved popular with investors, with a sizeable chunk of  
the blame being put down to technical and regulatory hurdles preventing foreign 
fund managers from using the trading link. However, the Hong Kong Investment 
Funds Association says that its members see potential opportunities in the longer 
term, adding that it is confident that once the teething problems are sorted, the 
level of  usage will increase and, with it, the prospect of  a flurry of  investments 
northbound from Hong Kong and southbound from Shanghai.

In our main feature on page 16, we look at the initial impact of  Shanghai-
Hong Kong Stock Connect and what it might mean for both Chinese and foreign 
investors. More is yet to come as the Chinese leadership clearly sees the launch 
as a test case while the country presses on with financial reform. In early January, 
premier Li Keqiang, who was in Shenzhen on an official visit, was quoted in the 
local media as saying that a trading link between Hong Kong and Shenzhen should 
be next, heralding yet another step towards greater cross-border trading and the 
increased use of  the yuan as investment currency.

Also in this issue, on page 12, Catherine Yu, Herbalife Asia Pacific’s vice 
president and regional controller for Asia Pacific and China, describes her twin 
focus on transformation and constant improvement as the business enjoys rapid 
expansion into new markets. Indeed, against the backdrop of  financial reform, 
there has never been a more exciting time to be in business in Greater \China.
Colette Steckel, Asia editor, colette.steckel@accaglobal.com
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▲ watershed moment
China’s Three Gorges Dam broke the world 
record for annual hydroelectric power production 
in 2014, generating 98.8 billion kWh

▼ chips are down
Annual gambling revenue in Macau, the world’s 
biggest gaming hub, has fallen for the first 
time, dropping 2.6% in 2014 to US$44.1bn

▲ pride of asia
Lei Jun, founder of smartphone vendor Xiaomi, has been 
crowned Forbes Asia’s 2014 Entrepreneur of the Year

6 news | pictures
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▲ baby blues
Japan’s population continues to shrink as 2014 
records the estimated number of newborn 
babies at 1.001 million – the lowest on record

◄ testing times
Indonesian president Joko Widodo (l) with 
AirAsia CEO Tony Fernandes (r) after an AirAsia 
plane crashed en route to Singapore 

▲ no thanks for the memory
Apple is facing a lawsuit for failing to tell users 
about the amount of memory required by its 
flagship iOS 8 operating system

▼ picture imperfect
Fallout from the cyber attack on Sony Pictures continues, amid speculation of North 
Korean involvement in retaliation for the release of satirical film The Interview

7Pictures | news
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individual, reported to be 
a French national, has also 
been charged with breach 
of  confidentiality, violation 
of  trade secrets, money 
laundering and fraudulent 
access to an automated 
data processing system. The 
charges follow reports in 
media worldwide of  details 
of  alleged tax breaks secretly 
agreed by the Luxembourg 
government with several 
of  the world’s largest 
corporations, including 
Apple, Ikea and Pepsi.

WAL-MART SCRUTINISED
Wal-Mart has undertaken 
a review of  its accounting 
practices in China, 
according to Bloomberg. 
The review is reported to 
have investigated allegations 
of  aggressive revenue 
recognition practices. 
Several senior executives 
in charge of  operations in 
China have left Wal-Mart 
in recent years, following 
weak trading results. The 
problems at Wal-Mart are 
symptomatic of  international 
pressure on food and general 

VALUATIONS WARNING
Sir David Tweedie has called 
for much greater consistency 
in how banks value their 
assets. The former chair of  
the International Accounting 
Standards Board, who 
is now chairman of  the 
International Valuation 
Standards Council, told 
an audience at the City 
University of  New York that 
without clearer rules for 
valuations, global financial 
stability remains at risk. ‘We 
have a lacuna in financial 
regulation. The assumption 
behind the fair value 
accounting standards and 
regulatory capital is that the 
values used by institutions 
are comparable; it would 
seem that they are not!’ he 
said. The IVSC is trying to 
produce consistent metrics 
for banks’ asset valuations.

ARREST OVER LEAKS
A former PwC employee has 
been arrested in Luxembourg 
and charged with theft of  
thousands of  pages of  PwC 
documentation relating 
to clients’ tax affairs. The 

retailers; in September 
2014, Tesco admitted 
overstating its expected first-
half  profits by £250m. 

ETHICS ARE ESSENTIAL
ACCA has urged financial 
regulators to integrate 
ethical principles into 
their work. At a high-level 
roundtable discussion, 
regulators, economists, 
academics, thinktanks, 
bankers and accountants 
agreed that to rebuild trust 
in the financial system, 
transactions need to have 
an ethical underpinning. 
Participants agreed that 
regulators need to create 
greater levels of  demand for 
ethical financial products 
and encourage a wider range 
of  providers offering ethical 
alternatives to traditional 
finance products such as 
loans and mortgages. 

GROWTH FOR KPMG
KPMG has reported full-year 
growth of  6.3% in the year 
ending September 2014, 
generating global revenues 
of  US$24.8bn. Revenues 

grew by 10.1% in the 
Americas, by 4.7% in the 
Europe Middle East and 
Africa region and by 3.8% 
in Asia Pacific. The highest 
growth in a single market 
was recorded in India, where 
revenues jumped 17.8%. 
They rose by 11.1% in the 
Middle East, by 10.5% in 
Africa, 8.0% in ASEAN and 
7.3% in China. Advisory 
revenues grew globally by 
10.4%, tax by 6.1% and 
audit by 3.8%.

BAKER TILLY SANCTIONED
Baker Tilly Hong Kong and 
two of  its directors have 
been sanctioned by the US 
Securities and Exchange 
Commission (SEC) for failing 
to properly audit year-end 
financial statements of  a 
company that the SEC has 
charged with fraud. The 
audits were of  accounts 
filed by China North East 
Petroleum Holdings. An 
SEC investigation found 
that Baker Tilly Hong Kong, 
its director Andrew Ross 
and former director Helena 
Kwok ignored red flags 
surrounding approximately 
$59m in related-party 
transactions. Baker Tilly, 
Ross and Kwok agreed to 
settle the SEC’s charges, 
without admitting or denying 
the findings.

THE FINAL COUNTDOWN
US regulators have agreed 
to a further extension of  the 
appeal process sought by 
Chinese affiliates of  the Big 
Four accountancy firms over 
access to audit documents 
belonging to their clients. A 
statement on the Securities 
and Exchange Commission 
(SEC) website last 

News round-up
Call for more valuation consistency, Wal-Mart in the spotlight, South Korea looks to 
Islamic fi nance, China’s reform programme deepens and EU investigates Luxembourg

ISLAMIC FINANCE PUSH
South Korea is aspiring to become a hub of Islamic 
finance in East Asia in competition with Japan, Hong 
Kong, and Singapore, delegates at a World Islamic 
Economic Forum Foundation roundtable in Pyeongchang 
heard.

Camille Paldi, CEO of  the Franco-American Alliance 
for Islamic Finance, said that it could be a ‘natural 
progression’ for South Korea, one of  the major exporters 
to Islamic nations, to diversify its investments in this 
way. The nation has already taken many steps towards 
this goal, including tabling legislation, she said. Several 
Korean companies including GS Caltex, Korean Air, 
Hyundai and Samsung are reportedly exploring the 
possibility of  raising funds from the sukuk market.
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>10%
Countries October 2014: 50

Countries April 2013: 47

TR
EN

D
S YUAN EXTENDS ITS GLOBAL REACH

Fifty countries are now using the yuan for more 
than 10% of their payments value with China 
and Hong Kong (out of 161 that exchanged 
payments), compared with April 2013. Yuan is 
now used for 11.2% of total payments value, 
up from 6.2% 18 months ago, according to the 
SWIFT RMB tracker, which describes those 
that cross the 10% threshold as ‘crossing the 
river’. New countries to cross include Germany, 
Australia, Malaysia, Indonesia and Sweden. 
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December granted a further 
70 days for settlement 
talks, and proposed a 
phased timeline ending 29 
May 2015. The statement 
noted that substantial 
progress has already been 
made towards settlement, 
adding that ‘both parties 
now anticipate that 
this will be the final 
extension’. The issue 
has been ongoing since 
2012, when the SEC filed 
an administrative action 
against the auditors seeking 
information on numerous 
China-based companies. 

RISK AVERSION 
In light of  increasing 
enforcement of  anti-bribery 
and anti-corruption laws in 
Asia Pacific, multinational 
companies need to look 
more closely at ways to 
mitigate their bribery and 
corruption risks throughout 
the region, says Chris 
Fordham, managing partner, 
fraud investigation & dispute 
services, Asia Pacific, in 
EY’s Fraud, Bribery and 
Corruption Outlook 2015. 
The roll-out of  effective 
whistleblower schemes and 
the deployment of  forensic 

data analytic techniques will 
also increase as companies 
adopt more robust ways to 
proactively address these 
risks. While regulators 
continue to crack down 
on money laundering and 
tax evasion activities, the 
trend that sees social media 
becoming an important tool 
for detecting corruption and 
fraud within organisations 
will gather pace in 2015, 
according to EY’s report.

MORE REFORMS
2015 will be a crucial year 
for China’s deepening 

reforms, the official news 
agency Xinhua reported, 
citing overseas experts’ 
opinions that this would 
bring opportunities for 
other countries’ economic 
development. During the 
year-end Central Economic 
Work Conference, Chinese 
leaders mapped out major 
economic policies and 
priorities for the coming 
year based on an economic 
‘new normal’. China would 
not only focus on boosting 
quality and efficiency of  
economic growth this 
year, but also stick to the » 

SWIFT RMB Tracker, October 2014
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designing and implementing 
internal controls and risk 
management processes 
in their business and 
operating environments. 

ISAB APPOINTS
Two new vice chairs have 
been appointed by the 
Trustees of  the IFRS 
Foundation, responsible 
for the governance 
and oversight of  the 
International Accounting 
Standards Board (IASB). 
Ronald Arculli is a senior 
partner at King & Wood 
Mallesons’ Hong Kong 
office, a former chairman 
of  Hong Kong Exchanges 
and Clearing and a former 
chairman of  the World 
Federation of  Exchanges. 
Harvey Goldschmid is 
Dwight professor of  law at 
Columbia University and a 
former commissioner of  the 
US Securities and Exchange 
Commission. Michel Prada, 
chairman of  the trustees, 

theme of  seeking progress 
while maintaining stability, 
the conference heard. The 
leaders also agreed that 
China should deepen reforms 
highlighted by an innovation-
driven concept. 

LOOPHOLES TIGHTEN
Indonesia and Singapore 
have agreed to step up 
efforts to share tax-
related information to 
tighten loopholes on 
transnational tax evasion. 
The commitment to 
automatically exchange 
information follows a 
December meeting in 
Singapore between the 
two countries’ finance 
ministers: Indonesia’s 
Bambang Brodjonegoro 
and Singapore’s, Tharman 
Shanmugaratnam. While 
a double tax avoidance 
agreement has existed 
between the two nations 
since 1992, it was conceded 
that this is insufficient. 
The new agreement will 
accelerate the flow of  
information, a statement 
from Indonesia’s Finance 
Ministry said. 

GUIDANCE ADOPTED
Protiviti Singapore, in 
collaboration with the 
Singapore Accountancy 
Commission (SAC), has 
launched the Protiviti-
SAC COSO Academy to 
advocate the adoption of  
the COSO (Committee of  
Sponsoring Organisations of  
the Treadway Commission) 
Frameworks as the default 
for internal controls and 
risk management. This will 
enable organisations to 
provide reliable information 
to support sound decision-
making, and adapt to 
the increasingly complex 
regulatory and business 
environment in Singapore. 
The COSO guidance is 
widely adopted by publicly 
traded companies in the US, 
Japan and China to assist in 

said the new appointments 
‘bring substantial expertise 
from Asia and North 
America to the leadership of  
the trustees’.

EU INVESTIGATES DEALS
Luxembourg is to be 
subjected to a full European 
Union (EU) investigation 
of  its agreements on 
tax with multinationals 
registered there. The EU 
will also consider all tax 
deals made by EU member 
states in recent years. ‘We 
need a full picture of  the 
tax rulings practices in 
the EU to identify if  and 
where competition in the 
single market is being 
distorted through selective 
tax advantages,’ said EU 
competition commissioner 
Margrethe Vestager. Prior 
to the commissioner’s 
appointment in November, 
investigations were already 
under way into Luxembourg’s 
tax agreements with Amazon 

and Fiat, Ireland’s with 
Apple and Netherlands 
with Starbucks.

TRANSPARENCY KEY 
The European Union (EU)
is to create a centralised 
register of  company 
ownership in an attempt to 
crack down on tax avoidance 
and evasion. The register 
will record details of  
owners, including trusts that 
generate taxable income 
and trust beneficiaries. The 
setting up of  the register 
will form part of  the latest 
Anti Money Laundering 
Directive. Details will be 
available to members of  the 
public who can prove they 
have a ‘legitimate interest’. 
It will also include additional 
requirements for auditors 
and other professionals to 
report clients engaged in 
suspicious transactions. ■

Compiled by Peta 
Tomlinson, journalist

TRENDS
IMPROVE YOUR TURNOVER
More than two-thirds of employers in 
Asia utilise the exit process to improve 
their businesses, according to a survey 
by recruiter Robert Walters.

39%
of  professionals spent an 
average of  three to four 
years in a job

44%
of  professionals 
felt that their exit 
interview process 
was worthless

63%
of  resigning professionals 
turned down a counter offer

85%
of  organisations know 
when an employee is 
about to resign

50%
of  professionals did 
not voice unhappiness 
before starting a job search
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healthy outlook
As global company Herbalife enjoys impressive growth, vice president and regional 
controller Catherine Yu is playing a key role in its Asia-Pacific and China operation

2011 
Vice president and regional 

controller, Asia Pacific and China, 
Herbalife Asia Pacific 

2010 
Regional controller Asia Pacific, British 
Telecom Global Services (BTGS) 

2008
Head of working capital and treasury, BTGS

2006 
Senior finance manager, promoted to 
Associate director, business improvement 
and compliance, MSD Asia (Merck & Co’s 
Asia Pacific regional office) 

1999
Range of roles, starting as accounting 
consultant and ultimately promoted to 
senior manager, financial planning and 
analysis (Merck & Co’s office in China)

1996
Finance manager, First Shanghai Investment

1993
Chief accountant, King Chung Hop Kee 
Manufacturing Co

1991
Auditor, Price Waterhouse Hong Kong

requirements in terms of  timeliness, accuracy and 
quality. This means that reports are prepared with 
high accuracy and in compliance with local and US 
GAAP requirements. 

‘While we drive business in the region, an environment 
with strong internal controls, we need to adhere to corporate 
policies and to SOX [Sarbanes–Oxley Act] compliance,’ she 
explains. ‘We are the gatekeepers, and my duty is to lead the 
team to deliver top-notch reporting.’ »

a
gainst a global backdrop of increased obesity 
and a growing health-conscious middle class, 
international weight management, nutrition 
and personal-care product powerhouse 

Herbalife has enjoyed phenomenal growth over the 
past decade – not least in Asia Pacific (APAC), where 
the company now operates in 15 markets. While the 
group’s global net sales in 2013 more than doubled to 
US$4.82bn from US$2.32bn in 2009, the APAC and China 
growth rate has outstripped that; total revenues from 
the region were US$1.71bn in 2013, a 155% surge from 
US$670m in 2009. 

Challenges are part and parcel of  a rapidly growing 
market and this is also true of  a successful career, as 
Catherine Yu, vice president and regional controller, Asia 
Pacific and China, testifies. ‘Although APAC is a growth 
market, competition has intensified over the past few years,’ 
says Yu, who is based at Herbalife Asia Pacific Services in 
Hong Kong, the group’s regional headquarters. ‘Sustainable 
growth depends on well-developed business models and 
sales strategies.’ 

Herbalife, listed on the New York Stock Exchange, has 
been opening up new markets in the diverse region, she 
says. ‘Our business nature is direct selling, for which many 
countries in the APAC region are highly regulated. A lot of  
compliance considerations need to be incorporated into our 
business models.’

Joining Herbalife Asia Pacific in 2011 from British 
Telecom, where she was Asia Pacific regional controller, Yu 
aimed to challenge herself  with this career move. ‘I wanted 
to realise my vision and mission and contribute more to the 
business strategy side,’ she says. 

Yu’s main duty is to maintain oversight of  the overall 
accounting operation as regional finance leader. ‘I act 
as a team member collaborating with the management 
to formulate business strategies and execution,’ she 
explains. ‘I also work as a business partner supporting 
other functions’ operations and initiatives. My governance 
role requires me to ensure the financial reporting and 
the internal controls comply with relevant laws, meet the 
requirements of  various regulatory bodies and mitigate 
compliance and operational risks.’

At the helm of  the APAC operation’s finance capacity, 
Yu must ensure that the region is adequately resourced 
and skilled to meet US and regional financial reporting 
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On the tax front, Yu’s team has cooperated closely with 
the US headquarters’ corporate tax division to remodel APAC 
management fee structure. As a result, a China regional 
headquarters in Shanghai has been established to streamline 
billing processes and optimise tax incentives from the 
government. ‘We have built fundamental infrastructure for 
future growth,’ she says. ‘We have also worked with Treasury 
to enhance the cashflow forecasts and introduced hedging 
solutions for Korean won, as Korea is our biggest market in 
the region. We have launched a diverse treasury platform for 
online sales and automation for such areas as cash collection.’

In the areas of  control and compliance, Yu’s team 
has made the significant transition to the updated 2013 
Committee of  Sponsoring Organizations of  the Treadway 
Commission Framework for SOX compliance and the 
change of  corporate-appointed auditor to PwC. In addition, 
competence enhancement among finance team members 
is vital to the team’s capacity strengthening. ‘I have made a 
point of  upgrading the technical skills of  the finance team,’ 
she says. ‘Since I became head of  the team, 30 finance 
professionals in APAC have obtained the IFRS [International 
Financial Reporting Standards] certification from ACCA.’ 

Lean but effective
Although Herbalife has achieved significant business growth 
over the past years, particularly in APAC, the group expects 
its finance function to stay lean but effective. The tough task 
falling on Yu’s shoulders was to raise productivity to cope with 
the increased transaction volume and number of  entities. 
The finance team was confronted with the urgency to build a 
more robust IT infrastructure aimed at providing more timely 
business intelligence and increased visibility. It also needed 

to provide more training on policies and 
guidance to the substantially enlarged 
workforce.

‘We rose to the challenge through 
staff  motivation. We have strengthened 
team building and established a good, 
rewarding system,’ Yu notes. 

She also focused on lifting 
competence levels. ‘We help increase 

staff’s exposure by giving them opportunities to learn other 
skills, such as presentation. Instead of  just manual duties, 
we let them handle projects so that they can engage other 
stakeholders in the process, and subject matter experts have 
been recruited to help with training. I have personally helped 
nurture several ACCA accountants; they were promoted to 
managers after they had successfully accomplished projects.’

Various process improvement initiatives and automation 
have been integrated. ‘In the past, Herbalife used Oracle 
ERP system. I advocated the rollout of  iProcurement. We 
received support from the headquarters and it has become 
an exemplary project to other offices because it helps 
deliver process improvement with well-developed business 
requirement setting.’

Focus on transformation
Yu has been exploring innovative ways to support Herbalife’s 
rapid growth, focusing on transformation and constant 
improvement of  operational efficiency. She is also looking 
at workflow and process enhancement and automation. A 
high-growth and diverse market, stringent regulations in 
the direct-selling industry characterise many countries in 
the region, she points out: ‘The business-oriented aspect 
of  my role is to collaborate closely with other functions to 
penetrate new markets as quickly as possible.’

Yu has also helped Herbalife tap the potential of  its 
finance professionals in APAC. Under her leadership, the 
regional team’s capacity has strengthened in terms of  
efficiency and effectiveness, implementing many efficient 
strategies to fulfil the back-office function and leverage 
‘business partnership’ to support growth. 

‘We have supported the region’s double-digit growth 
with the same level of  headcount by means of  improved 
productivity,’ she explains. ‘The finance team has rolled 
out projects to standardise and streamline processes 
for financial reporting, month-end closing processes 
and balance sheet reconciliation processes. This helps 
promote quality of  financial reporting, review packs 
and productivity.’

▌▌▌‘we are the gatekeepers, and my  
duty is to lead the team to deliver  
top-notch reporting’

* Founded in 1980, Herbalife specialises 
in nutrition, weight-management, 
energy and personal care products. 
Its products are available through 
dedicated members in more than 
90 countries.

* Herbalife has several factories in the 
US and China, and works with research 
facilities at US universities on product 
research and development.

      

* The company has more than 7,400 
employees worldwide, and reported net 
sales of $4.8 billion in 2013.

* The Herbalife Family Foundation (HFF) 
and Casa Herbalife Program help bring 
good nutrition to children in need.
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*‘Exposure to diverse sectors 
and corporate cultures is the key to 
cultivating effective communication 
on top of technical skills.’

* ‘I always seek to learn new things; 
I enjoy doing online research for 
technical and industry updates.

* ‘Networking not only helps me 
make friends, it also deepens my 
understanding of other sectors so that 
I can develop a ‘common language’.

* ‘Excellent negotiation skills are 
essential when professionals advance 
in their careers. The ability to 
collaborate with others is 
another key.’

The initiation of  these changes brought the challenge 
of  change management, and Yu tackled this by putting 
forward a compelling business value proposition. ‘We 
developed a comprehensive and solidly structured business 
case to highlight the benefits and the needs to change,’ 
she explains. ‘Throughout the process we engaged 
all stakeholders, including the senior management, 
and identified the change agents. We also set up clear 
accountability, managed project implementation, rolled out 
periodic communication sessions and conducted feedback 
surveys. This holistic approach enabled us to talk, share, 
listen and manage the projects together with stakeholders.’ 

‘Visionary senior management’
As the group has been in fast-growth mode, many projects 
have been executed simultaneously, sometimes putting 
a strain on resources. ‘More often than not, there will be 
interlocking projects being implemented among divisions,’ 
Yu points out. ‘This calls for visionary senior management to 
prioritise the projects and develop cross-functional projects 
which have enhanced functions.’ 

It is an ongoing process for the finance team to enhance 
the group’s long-term sustainability through driving its 
margin and cashflow improvement. ‘We need to optimise 
our cost structure and working capitals. We have initiated 
a cross-functional collaboration to drive costs down by 
consolidating buying power and negotiating with vendors 
and bankers periodically. Our key strategy is the effective 
management of  the procurement process, the inventory 
level and payment cycles,’ she adds. 

Yu believes that the key to addressing issues of  cultural 
diversity and gaps in professional knowledge of  the 
company’s APAC markets is through mutual respect, support 

for diversity, sharing of  best practices and mentorship. ‘For 
instance, I send out greetings to staff  in other APAC markets 
for Christmas, Chinese New Year, Korea’s Thanksgiving Day, 
India’s Diwali and Indonesia’s New Year, among other festive 
occasions,’ she notes. ‘We organise team-building activities 
during departmental meetings and ask colleagues to share 
their respective domestic cultures.’

To narrow the gap of  professional knowledge, Yu 
encourages her team members to take professional 
examinations such as the ACCA Qualification. ‘We share our 
best practices in APAC at meetings, and experienced finance 
sub-regional controllers mentor local finance managers and 
provide guidance.’

Yu believes that Herbalife APAC Finance’s core values are 
essential for a united team and help to bridge the divides 
across different cultures. ‘These are passion for the company; 
work ethic; team work; accountability; and openness, a two-
way communication that requires both active listening and 
being open to express one’s ideas,’ she says.

Yu has entrusted ACCA with the professional knowledge 
and skill upgrading of  her staff  in Hong Kong as well as other 
APAC markets. ‘ACCA is always among the first to establish its 
presence in new markets, bringing international professional 
standards to university graduates and giving them the global 
perspective,’ she says. ‘For instance, my team members in 
Cambodia have been enrolled in ACCA training. 

‘ACCA helps build a talent pool of  professionals in various 
APAC markets, and I have confidence in the consistent 
quality of  ACCA-qualified staff. It has helped me build a 
strong and competent team, while its events, conferences 
and other activities have let me enrich my network.’ ■

Wilson Lau, journalist
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The possibilities are enormous, but 
Shanghai-Hong Kong Stock Connect, 
much touted and long-awaited, failed 
to attract a lot of investor interest in 
its first few days of operation.

The scheme creates one of   
the largest combined markets  
in the world and opens up plenty 
of  investment opportunities in 
companies in mainland China  
that have been almost impossible  
to tap. 

At the same time, the scheme 
has made it possible for investors 
in mainland China to tap into some 
of  the country’s best companies, 
such as Baidu Inc (NASDAQ:BIDU), 
Alibaba, (NY:BABA) and Tencent 
(HK:0700) or even China Mobile 
(HK:0941) and Lenovo (HK:0992), all 
of  which were out of  reach to them 
by virtue of  being listed overseas. 

‘Stocks covered by the scheme 
cover 90% of  the total market 
capitalisation in Shanghai and  
82% in Hong Kong,’ says Peter  
Wong of  the Hong Kong Treasury 
Markets Association. 

The aggregated quota for 
northbound investment under the 
scheme is RMB300bn or 2% of  the 

Shanghai Stock Exchange market 
capitalisation, which adds up to 
RMB13bn per day. 

The southbound daily quota is 
RMB10.5bn per day for an aggregate 
quota of  RMB250bn or about 1.3% 
of  the Hong Kong Stock Exchange’s 
market cap. The renminbi is used 
as the settlement currency for both 
sides of  the trade.

In the first few days and weeks of  
the scheme, the investor response 
was underwhelming. Analysts 
say turnover will increase once 
institutional investors get into the 
action, but that might take some 
time. Mutual funds, for example, have 
to rework their terms of  reference to 
allow them to invest in new markets, 
such as mainland China.

On the first day of  the scheme, 
northbound investments from Hong 
Kong into Shanghai added up to 
about half  of  the allowable quota. 
Southbound investments took up 
less than 2%. And that was the 
biggest day of  trading. Most of  
the investments done through the 
scheme in the first full week of  
operation, about 87%, were from 
Hong Kong.

time to get connected

into the light
Shanghai-Hong Kong Stock connect has had a muted response  
from some investors but supporters argue that it has potential

t 
he long-awaited trading link between the stock 
markets in Shanghai and Hong Kong launched in 
November and its impact has been both spectacular 
and lackluster.

The spectacular impact was visible in the performance of  
the stock market in Shanghai after the 17 November launch 
of  Shanghai-Hong Kong Stock Connect, which combined 
with a surprise cut in interest rates and a weak property 

market in mainland China to power a massive bull run into 
the first week of  December. 

The Shanghai Stock Exchange marked a single-day 
world record for turnover on 29 November with more than 
US$114bn worth of  shares bought and sold, beating the 
US$99.5bn record set in July 2007 in the United States. 
And in less than three weeks, the Shanghai Composite 
Index (SSE) gained almost 20% and climbed above 2,780 

on 4 December, a level it has not 
seen since July 2011. The SSE 
continued climbing and hit 3,374 
on 7 January. The bull run helped 
the market capitalisation of  China’s 
A-share market, populated by 
equities denominated in renminbi, 
overtake that of  Japan to become 
the second largest in the world. 

‘The A-share market just went 
ballistic,’ says Francis Cheung, 
head of  China strategy at CLSA, 
an independent brokerage and 
investment group. ‘When the market 
starts going up, it pulls people in. 
It is a trading market… It’s quite 
scary, actually, things are not so 
great on the ground.

‘It started out with people 
arbitraging the A and H (share) 
markets, and now there is 
anticipation of  stimulus and the 
property market is so bad people 
are putting more money in the  
stock market.’

A-shares in China and H-shares 
in Hong Kong – shares of  Chinese 
companies – typically trade 
differently. Shares in China are more 
likely to move based on economic 
factors, while H-shares are more 
likely to be linked to fundamentals. 

Because Hong Kong is wide open, 
the scheme in effect opens most 
of  the Shanghai stock market’s 
3,685 securities to investors around 
the world. The Hong Kong Stock 
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Exchange (HKEx) includes 1,729 listed companies as at 
the end of  October and a market capitalisation of  HK$25.3 
trillion (US$3.3 trillion). The combined market includes 855 
companies with more than US$1bn in market capitalisation. 

Shanghai-Hong Kong Connect is part of  a wider reform 
that may ultimately lead to the greater opening of  China’s 
capital account in China. Premier Li Keqiang announced 
in May a series of  measures that would ultimately achieve 
this by the end of  the decade, having said the guidelines on 
capital market reforms aim to create a ‘transparent, efficient, 
open and inclusive, multi-layer capital market system.’

‘It is part of  the plan to open up the capital account, 
that’s for sure,’ says Peter Wong, a CPA and CFA and long-
term executive board member of  the Hong Kong Treasury 
Markets Association.

Lending rate cut
The launch was followed by a surprise announcement on 21 
November by the People’s Bank of  China that it was cutting 
its lending rate by 40 basis points to 5.6% and the one-year 
deposit rate by 25 basis points to 2.75%. It was the first cut 
in more than two years and aimed at holding up flagging 
economic growth. Economists expect China to grow by little 
more than 7% next year, and few would be surprised if  the 
figure dips below that. 

‘What is happening now is that the government has 
started cutting down interest rates, so they are already 
stimulating the economy,’ says Cheung. ‘If  the economy 
continues to weaken they will stimulate more. They will 
stimulate until they stabilise the economy.’ 

Interestingly, a weaker economy could lead to stimulus 
measures that help the markets grow. 

The spectacular response in Shanghai’s stock market 
contrasted with the lackluster response to the scheme itself. 

While many credited it with being a powerful motivator 
behind the bull run in mainland China, the numbers suggest 
very limited take up among investors, who have failed to 
utilise even a fraction of  the available investment quota. The 
vast majority of  what has been invested has moved north, 
from Hong Kong to Shanghai, and even then a first-day surge 
of  interest quickly waned. 

One hurdle is concerns that remain over the governance 
and transparency of  many shares listed in Shanghai. On the 
one hand, many companies have made tremendous strides 
in their reporting and transparency. On the other, corporate 
governance still lags behind what is available in Hong Kong. 

Another is the requirement in mainland China that 
investors have a minimum capital of  RMB500,000, which 
keeps many individuals out of  the market.

And then there is the fact that investors in Hong Kong 
have plenty of  exposure to the China growth story right at 
home, without taking their money to a market that may 
be out of  the reach of  local regulators. H-shares – shares 
of  Chinese companies listed in Hong Kong – had a market 
capitalisation of  HK$5 trillion (US$645bn) at the » 
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at 31,300, after a few years in the 
doldrums. It has not done particularly 
well over the past couple of  years, but 
it finished November strong at close to 
24,000, basically up 70% in the past 
seven years.

The slow volume of  investment from mainland China into 
Hong Kong through the scheme could go a long way towards 
reassuring authorities that opening up the capital account 
will not lead to a massive outflow in currency. 

The scheme will strengthen onshore capital markets by 
attracting institutional investors, supporting the IPO pipeline 
and increasing pressure on mainland China companies to 
perform. It will also help liberalise China’s capital account 
and drive the internationalisation of  the renminbi.

‘Before this measure, [investors] could not invest directly 
in China’s stock markets,’ says Wong. ‘Now they can invest 
in more than 500 stocks and diversify. It is important to 
understand the importance of  institutional investors. They 
will see the value in having this diversification.’

‘For China, the ultimate goal is the opening up of  the 
capital account, and this is the first step in that process,’ 
says Cheung. ‘The biggest worry in opening up the capital 
account is a flood of  money leaving China. Right now there 
isn’t a flood… maybe they can crank it up more.’ ■

Alfred Romann, journalist

beginning of  November and accounted for about 20% of  the 
market. Red chips – Chinese companies that are incorporated 
internationally and listed in Hong Kong – added another 
HK$5.5 trillion (US$709bn) and another 22% to the Hong 
Kong market. In Hong Kong’s Growth Enterprise Market 
(GEM), which is reserved for smaller companies, H-shares 
and Red chips had a market cap of  HK$20bn (US$2.6bn) and 
accounted for a little more than 11% of  the total.

Poor performer
Then there is the long-term reality that the Shanghai stock 
market has been a less-than-stellar performer over the last 
couple of  decades, the recent run notwithstanding. 

In June 2001, the index hit a peak of  2,218. It would not 
see those heights again until 2007, when a huge bull market 
sent the index all the way up to just shy of  6,000 points. 
A year later, it was back down to less than 2,000. Another 
spike sent the Index up to 3,400 in 2009, but the five years 
that followed were marked by a steady drift down to 2,000. 

The Hang Seng Index in Hong Kong, on the other hand, 
peaked at 17,400 in 2001 and again in October 2007 

▌▌▌’the ultimate goal is the opening up 
of the capital account… and the biggest 
worry is a flood of money leaving china’

▲ connecting markets
Inside the Shanghai Stock Exchange at the debut of  
Shanghai-Hong Kong Stock Connect, which went some way to 
opening up China’s tightly controlled capital markets
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Why corporate governance matters
Singapore has scored highly in rankings on corporate governance and CG requirements, 
yet it’s imperative that the momentum continues to ensure investors remain fully engaged

While enhancing corporate 
governance may not be near 
the top of priorities for some 
company executives, as 
the improvement to the 
bottom line and to stock 
performance may not be 
immediately noticeable, 
the benefits will certainly 
accrue in the longer term. 
The conditions are right 
for Singapore companies 
to take the lead in this 
area, as recent studies 
have revealed that the 
city-state is in a strong 
position to move forward.

Singapore was ranked 
joint top with Hong Kong 
in a ranking on Asian 
corporate governance 
(CG). The study, published 
last September by the 
Asian Corporate Governance 
Association and brokerage 
firm CLSA, evaluated criteria such 
as rules and practices, enforcement, 
and accounting and auditing. 

Although Singapore was joint top, its 
score slipped slightly from the previous 
ranking two years earlier, owing to slow 
progress on enforcement. 

In a separate study conducted by 
ACCA and KPMG in Singapore last year 
on corporate governance requirements, 
the city-state came top in the Asia 
Pacific and third globally, behind the UK 
and US – but ahead of  Australia, India, 
Malaysia and Hong Kong. 

The study analysed the markets’ 
requirements in terms of  clarity, 
degree of  enforceability and the type 
of  instruments used, with those with 
the clearest and most comprehensive 
requirements taking the top spots. 

Singapore’s ranking was helped 
by recent changes to the Code of  
Corporate Governance and the 
Singapore Exchange’s Listing Rules, 
particularly in the areas of  assurance, 
audit committees, disclosures and 
risk governance, said a statement by 
KPMG in Singapore. 

markets. ‘This is especially important 
in the context of  high anticipated 

growth rates in many emerging 
economies such as those in the 

ASEAN region,’ he added in the 
report on the ACCA-KPMG study.

At the company level, good 
governance will also help individual 
firms to stand out, especially 
when their track record may not be 
apparent to investors yet. 

Dr Wilson Chew, a member 
of  the Governing Council of  the 
Singapore Institute of  Directors, 
said CG can help companies 
distinguish themselves when 
they are launching their initial 
public offerings. ‘Investors want 
specifics,’ he said. ‘How are risks 
managed? How might investor 
interests be better protected? 

Here, good governance is the 
touchstone. Without question, it 

draws faithful investors. It is one of  
the strongest platforms from which 
any company can launch an IPO.’

Company management should also 
identify risks and install stringent 
internal control measures, he said. 
‘By the same token, how the board 
discloses its interests and practices in 
the IPO is an indication of  how future 
public disclosures will be made.’

The authorities would do well to 
focus more attention on this area, as the 
inflow of  investments would be a boon 
for Singapore. And good governance 
should also help companies to raise 
capital to further their development. 
It is indeed a win-win situation for all. ■  

The writer covers financial issues 
in Singapore

‘While the scores suggest Singapore 
has performed relatively well across 
most of  the corporate governance 
pillars, there are still areas for 
improvement,’ said Leong Soo Yee, 
head of  ACCA Singapore. ‘These include 
strengthening requirements in relation 
to documenting the role of  the board, 
optimising board diversity and skillsets, 
disclosing codes of  conduct, formalising 
board performance evaluations 
and disclosing more in relation to 
stakeholder engagement and corporate 
social responsibility reporting.’

Singapore’s high ranking means it 
is in prime position to take the lead in 
corporate governance. Investors will be 
more confident and corporations will 
be attracted to conduct their corporate 
activities in the city-state. All this will 
benefit the economy as a whole. 

Irving Low, head of  risk consulting 
at KPMG in Singapore, said that good 
governance builds confidence in capital 

For more inFormaTion:

You can download the Balancing 
rules and flexibility report at 

tinyurl.com/kpmg-flexibility

For last month’s article on 
corporate governance, visit:  

www.accaglobal.com/ab152
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Time for a reset
As Malaysia’s economy undergoes a transformation to stay competitive, its accountancy 
profession is also at a crossroads – and the CSAP is offering directions, says Errol Oh

If things have gone as planned, 
the Committee to Strengthen the 
Accountancy Profession (CSAP) is now 
probably sifting through the responses 
to its recommendations on how to 
revamp the profession in Malaysia. 

The 15 recommendations are part 
of  a consultative document issued last 
December; stakeholders were invited 
to submit comments and suggestions 
by 31 January. Hopefully, many have 
provided their input on the 68-page 
report, given that the CSAP has 
proposed some major changes, such 
as setting up a new body to regulate 
the profession and emphasising 
professional qualifications.

It would be disappointing if  the 
recommendations had failed to spark 
strong reactions within the accounting 
fraternity. Although the report’s 
release has barely registered with 
the mainstream media, there is no 
excuse for accountants and other 
stakeholders to miss the fact that 
the profession is at a crossroads and 
the CSAP is offering directions.

Its Report on the Strengthening 
of the Accountancy Profession 
in Malaysia is a definitive and 
illuminating publication on the 
local accountancy landscape. 
At a time when the Malaysian 
economy has to transform to 
stay competitive, the role of  
accountants has come to 
the fore.  

How can the 
profession contribute 
more to national 
progress? How can 
Malaysia produce 
enough professional 
accountants to 
match – and even help 
drive – the country’s 
pace of  development? 
How to shake up 
the governance of  
accountancy so that the 
profession can better 
meet challenges and 
seize opportunities?

The CSAP’s objectives are more 
focused on domestic needs and 
are perhaps less lofty, but they are 
nevertheless meant to significantly 
elevate the profession. Bear in mind 
that the committee came about as part 
of  the action plan to address issues 
raised in the World Bank’s 2012 Report 
on the Observance of Standards and 
Codes in Accounting and Auditing.

The CSAP considers this ‘the 
opportune juncture to identify ways 
to further strengthen the accountancy 
profession in Malaysia and enhance 
the contribution of  the accountancy 
profession in nation building, given 
the changing economic landscape 
and the need for Malaysia to remain 
competitive as a nation,’ says the 
committee in the introduction to the 
consultative document. The result? 
A call for a reset of  the profession’s 
regulatory and education structures.

It is a quiet yet clear 
acknowledgement of  
the limitations of  the 
status quo; putting the 
profession’s house in 
order must be the priority.

The CSAP’s 
recommendations are 
broad strokes. It thinks 
the new body should be 
the one that formulates 
‘a detailed blueprint to 
develop the Malaysian 

accountancy profession 
across all critical areas’. 

The CSAP has shown the 
way forward; it is now up 
to the profession and other 
stakeholders to decide if  they 
will indeed move in that direction 
and at what speed.

If  the committee’s key 
recommendations are rejected, solid 
alternative plans should be put forward 

because business as usual 
is no longer an option. ■

Errol Oh is executive 
editor of The Star

Over 18 months or so, the multi-
agency CSAP assembled by the 
government took on these questions by 
gathering data, talking to stakeholders, 
studying global developments in 
education and tracing the development 
of  the profession in Malaysia.

It is tempting to compare the CSAP 
to Singapore’s Committee to Develop 
the Accountancy Sector (CDAS), which 
was formed six years ago, and wonder 
if  Malaysia was late to the party. 
However, it should be noted that the 
latter’s assignment was to conduct 
a holistic review of  the republic’s 
accountancy sector and to figure out 
how to turn Singapore into a leading 
global accountancy hub for the Asia-
Pacific region by 2020.
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Earn your seat at the table
Like their peers elsewhere, CFOs in Asia are now expected to play their part in the strategy 
process. But do they really understand what’s expected of them, asks Cesar Bacani

It’s an accepted notion now in Asia 
that the CFO’s remit should extend 
beyond compliance and reporting to 
also include a seat at the strategy 
table. The head of the finance 
function knows everything that is 
going on because nothing gets done 
without money. The CFO, therefore, 
has a unique perspective about where 
the company should be going and 
how it can get there. 

But what exactly does being 
a strategic CFO entail? Having 
interviewed many finance executives 
and moderated discussions in 
conferences and roundtables, I have 
a feeling that CFOs have yet to really 
grasp how exactly they can contribute 
to strategy setting.

This is why I find particularly 
useful a new framework developed by 
Deloitte. In contributing to strategy-
setting, the CFO can act either as a 
responder, a challenger, an architect 
or a transformer.

‘As a responder, the CFO and the 
finance organisation support the 
company’s strategy development 
by helping key business leaders 
quantitatively analyse the financial 
implications of  different strategy 
choices,’ Deloitte explains. 

A responder role is typically the case 
in highly decentralised organisations 
where the CEO makes business-unit 
leaders accountable for strategy and 
performance. The CFO may also take 
on this if  the CEO limits finance’s 
role in the strategy process to 
the provision of  quantitative 
and analytics support.   

CFOs can also be 
challengers – critically 
examining the risks in and 
the anticipated returns on 
various strategies. In this 
role, the CFO is particularly 
important in the review of  
major strategy investment 
decisions.

‘Being a challenger 
is sometimes equated 
with being a ‘“Dr No”,’ 

strategy. For example, the CFO may 
effectively alter the business model 
by restructuring financing and leasing 
arrangements, thus changing how 
customers buy or use the company’s 
products.

What is important is for CFOs to be 
aware of  what is required by each role 
and make sure they have the tools and 
infrastructure needed. As a responder, 
for example, it is important for the 
CFO and the finance function to 
have effective financial planning and 
analysis capability. 

As a challenger, the CFO should 
have the permission of  the CEO and 
business-unit leaders to make critical 
assessments. The CFO should also 
work to earn the respect of  the 
strategy setters. It’s even better to go 

a step beyond and offer concrete 
solutions or, at least, a 

pathway – becoming 
an architect, a 
Doctor How 
and not just a 
Doctor No.

What I like 
about the Deloitte 

framework is that it is actually 
a roadmap in the journey to 

becoming a strategic CFO. Going 
straight to the transformer role 

can be an overreach and a source 
of  frustration for many finance 

professionals. The better strategy is 
to start as a responder, then move 
on to challenger, architect and finally 
transformer as you acquire the skills, 
knowledge, experience and respect of  
the CEO and other business leaders 
as a strategic CFO. ■

Cesar Bacani is editor-in-chief of 
CFO Innovation

says Deloitte, ‘as the CFO and finance 
organisation seek to minimise risk 
or ensure adequate returns to future 
capital allocations and investments.’

The third potential role is as 
architect; the CFO shapes strategy 
choices with other business leaders. 
‘Architects go beyond the challenger 
orientation to enable the financing of  
innovative initiatives,’ Deloitte explains. 
‘Architects thus work to find ‘a path to 
yes’ on key business investments.’

Finally, the CFO can play the role 
of  transformer, someone who acts as 
lead partner to the CEO in 
both shaping and executing 

FOr mOre InFOrmATIOn:

The Strategist CFO: Four 
orientations for engaging 

in the strategy process, is 
available at tinyurl.com/

strat-cfo 
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Fighting the forces of evil
In the war on money-laundering, in which people are suffering and dying, we finance 
professionals are on the front line, says ACCA president Anthony Harbinson

All too often, the issue of money laundering is seen as being remote from 
everyday life. It’s viewed as something that happens in 
corrupt regimes or in the more shadowy businesses at 
the fringes of society.

As finance professionals, we have a 
responsibility to support anti-money laundering 
initiatives – to report our suspicions and 
to help prevent this serious crime. But 
how often do we look at this as anything 
more than a form-filling process – as just 
something we have to do as part of  our 
professional status?

Last year, as chairman of  the 
Consultative Committee of  Accountancy 
Bodies (CCAB), the collective forum 
made up of  ACCA, ICAEW, ICAS, CIPFA 
and Chartered Accountants Ireland, I was 
proud of  the work we did to highlight the 
need for improvements to be made in the UK 
and Ireland’s anti-money laundering regime. 
This involved flagging up the risks presented by 
unqualified and unregulated accountants, as well 
as calling for a more joined-up approach between 
organisations.

In 2015, we want to build on that work by making 
all members of  society aware of  the threat posed by 
money laundering. Far from being a ‘victimless’ crime, 
money laundering funds terrorism; it buys bullets and 
bombs; it also enables human traffickers to continue to 
ply their evil trade, and for slavery to continue to thrive in 
the 21st century. People suffer and die as a result. Money 
laundering doesn’t recognise national boundaries; it 
affects everyone.  

If  this is a war, then we as finance professionals are 
on the front line, regardless of  the sector in which we 
work. This is why we will be working with the other 
bodies again to highlight the impact of  money 
laundering on society as a whole. We will need your 
help. We will be asking finance professionals 
for their experiences as well as talking to law-
enforcement agencies to join the dots between 
the act of  money laundering and what that 
money is used for.

I know that you will support this 
important initiative; it’s one about 
which I am passionate, and it’s one 
on which we must focus to help 
reduce the threat it poses to the 
global community. ■

Anthony Harbinson FCCA is director 
of safer communities in Northern 
Ireland’s Department of Justice
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I began my career after studying for a 
Diploma in Business Administration 
and Bachelor Degree in Commerce. 
This provided me with an overview of  
business functions such as marketing, 
management, finance and accountancy. 
I decided then that accountancy was 
the path for me, as, in my opinion, 
it provides specialised knowledge 
essential for business management 
and analysis.

After more than three years in the 
industry, I’ve come to notice that in 
order to remain competitive, business 
and the profession are undergoing 
a drastic change due to digitisation 
and the mobile internet. Once 
considered merely number crunchers, 
the finance profession today requires 
technologically savvy professionals who 
are capable of  thinking outside the box.

It’s a double-edged sword, however, 
and there’s the threat of suffocating 
under mountains of raw data. In order 
to overcome the downside of  ‘too 
much data’, computer-assisted audit 
techniques (CAATs) are growing within 
the profession.

There are also dramatic planned 
changes to the accounting standards. 
These continue to evolve in areas such 
as fair value measurement, employee 
benefits, joint arrangement, revenue 
recognition and so on. Professionals 
need to be aware of  these changes in 
order to advise clients.

Being a part of the audit and 
assurance team, exposure is what 
I enjoy most since no two audits 
are alike. Understanding different 
industries and businesses is vital 
to effectively audit an entity, 
and it can be a real challenge to 
understand certain specialised 

‘ I’m very grateful my company places  
an emphasIs on work-lIfe balance’  
gary lau, corporate advIsory senIor,  
nexIa ts, sIngapore

industries. However, it provides a sense 
of  achievement, as well as satisfying 
my curiosity towards business, and 
being able to identify risk areas and 
plan audits according to a firm’s needs.

Leading and coaching the team in the 
field is key to ensuring procedures 
have been carried out to plan and to 
prevent unexpected and unwanted 
issues. Communication within the 
team is vital in order to comprehend 
the capabilities and limitations of  
junior associates, but seeing them 
grow throughout the audit process 
provides enormous satisfaction.
 
The long hours auditors put in are 
well known. So I’m very grateful my 
company places an emphasis on work-
life balance and is considerate of  an 
individual’s situation. As long as our 
time is managed well, we, the auditors, 
should also be able to spend quality 
time with family and friends. ■

snapshot:
dIrect tax
Accountants specialising 
in direct tax help clients 
fulfil their tax obligations 
and work with organisations 
and individuals to structure 
transactions and operations 
in a tax-effective manner, 
mitigate tax risk and comply 
effectively with tax laws.

‘The APAC direct tax sector 
is currently going through 
a period of  change with tax 
transparency being a key 
issue across the region,’ says 
Simon Wright, marketing 
director, CareersinAudit.com. 

‘With the increase in 
cross-border activities within 
the APAC and between APAC 
countries and the rest of  the 
world, direct tax professionals 
need to be aware of  the 
changes in major tax laws 
throughout Asia and how 
these affect their countries on 
the worldwide tax stage.’ 

Electronic tax filing for 
individuals and companies 
is a key focus of  the region 
as more nations are now 
choosing to move online.

9 and 24
According to KPMG’s 
Corporate and Indirect Tax 
Rate Survey 2014, which 
analysed corporate and 
indirect tax rates in G20 
and OECD countries, nine 
countries had increased 
and 24 had decreased their 
corporate tax rate in the  
two years since the previous 
2012 report.

the view from
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Rising to the challenge
As Crowe Horwath (HK) goes from strength to strength in both Hong Kong and China, 
chairman and CEO Charles Chan discusses the increasingly tough regulatory backdrop

become Crowe Horwath (HK) in 2009.
A key service is offered by the China 

tax team, helping clients enhance 
their compliance with the evolving 
regulatory environment in the country. 
‘Our clients include overseas investors 
which aim to enter China and those 
already operating in the country,’ he 
notes. ‘China has implemented a lot 
of  changes in its regulations related 
to overseas enterprises, which include 
the transfer pricing requirements 
and the Circular 698 equity transfer 
requirement. In addition, we specialise 
in tax due diligence related to mergers 
and acquisitions. This involves 
a tremendous amount of  highly 
complex work.’

A key contributor to Crowe 
Horwath’s knowledge of  mainland 
China is its strategic alliance with 
Ruihua CPA (previously Crowe 
Horwath China). Ruihua ranks third 
among all accountancy firms and top 

Over the years, Crowe Horwath (HK) 
CPA has built a solid reputation as 
the specialist to go to for tax matters 
related to China. Led by Charles Chan, 
who has nearly 35 years’ experience 
in managing professional accounting 
practice, the firm ranks among the top 
10 second-tier firms in Hong Kong. 
Now, a major push towards business 
diversification is expected to help the 
firm achieve long-term sustainable 
business growth, says Charles 
Chan, chairman and CEO of Crowe 
Horwath (HK). 

A full-service member of  
professional services provider Crowe 
Horwath International, the firm offers 
a comprehensive range of  services 
to clients in the Greater China 
region. ‘These are handled separately 
by related companies under the 
supervision of  the firm’s partners,’ 
explains Chan, who founded CCIF in 
1980, before it merged with PCP to 

among domestic firms in mainland 
China. ‘We leverage our partnership 
and connections in China to assist 
our clients in solving local business 
issues, such as liaising with local 
tax bureaus and performing due 
diligence to facilitate clients’ merger 
and acquisition activities. Our strong 
professional network enables us to 
provide efficient services to clients 
both within and outside China,’ 
Chan says.

Crowe Horwath (HK) also uses its 
connections to help H-share companies 
to list in Hong Kong; CCIF started 
helping mainland Chinese companies 
to leverage the vibrant Hong Kong 
capital markets back in the 1980s. 
‘Our advantages over domestic firms in 
mainland China include the language 
proficiency of  our staff  and their 
in-depth professional knowledge and 
expertise of  overseas markets, as well 
as regulations in other jurisdictions,’ 
Chan says, adding that the firm also 
signs audit reports recognised by 
major stock exchanges in the US. 

Global market knowledge
Crowe Horwath International has more 
than 150 independent accounting and 
advisory services firms in over 100 
countries around the world. This global 
network translates into Crowe Horwath 
(HK)’s expertise in bringing mainland 
Chinese enterprises to foreign capital 
markets, and also in providing quality 
international taxation and consulting 
services, Chan believes. ‘Many Chinese 
firms, particularly private enterprises, 
are looking to go abroad for listing 
or find development opportunities. 
Crowe Horwath’s global network serves 
our clients internationally through 
our member firms around the world. 
Through our global connections, we 
have helped various mainland Chinese 
clients to list in the US and other 
countries successfully.’

The increasing number of  mainland 
Chinese enterprises seeking cross-
border business expansion and 
diversification has led to Crowe 

* Crowe Horwath (HK) CPA employs 30 directors and 
principals and 350 professional and supporting staff.

*The firm is counted among the top 10 of second-tier 
professional service providers in Hong Kong.

*In October 2009 two Hong Kong firms, CCIF and PCP, 
merged to establish Crowe Horwath (HK) CPA.

*The firm, together with its related companies, provides a 
comprehensive range of professional services, including 
audit and assurance; US audit; tax (Hong Kong tax, China 
tax, and international tax); risk management; global 
corporate advisory; accounting; company secretarial 
services; IT audit and corporate data security; valuation 
and consulting; estate planning and trust; and human 
resources.

*Crowe Horwath (HK)’s strategic ally in mainland China is 
Ruihua CPA (formerly known as Crowe Horwath China CPA). 
Ruihua ranks third among all accountancy firms and is 
number one among local firms in mainland China.

*Crowe Horwath (HK) is a member of Crowe Horwath 
International, which has been ranked sixth in Asia Pacific 
and ninth globally.
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Horwath (HK)’s establishment of  the 
business valuation service. ‘This can 
be crucial for our future development,’ 
Chan explains. ‘We have helped many 
mainland Chinese corporations set 
up their operations abroad. Not only 
do we provide technical and advisory 
support, we actively help them search 
for assets for investment as well. 
Meanwhile, we also get in touch with 
many referred clients from our member 
firms that have expressed interest in 
penetrating the mainland market.’

The accounting sector in Hong Kong 
has entered into a challenging period. 
Competition has intensified in the 
professional services market as some 
second-tier mainland Chinese firms 
have set up their vehicles in Hong Kong. 
Profit margins have been squeezed 
because some companies have resorted 
to price slashing to get business, while 
increased staff  turnover has also put a 
strain on the profession. 

Regulatory pressure
In addition, regulatory pressure in 
both Hong Kong and mainland China 

is mounting, Chan says. ‘We’ve coped 
with this by further enhancing our 
technical capabilities and tightening 
our internal audit. However, this more 
rigorous quality control may drive away 
some clients. As we always uphold 
consistent quality in compliance with 
new tightened regulations, this may 
drive up costs as well.’ 

The provisional regulations on CPA 
practices carrying out cross-border 
audit services, issued by the Ministry 
of  Finance of  the State Council in 
China, have had an impact on Hong 
Kong firms, he believes. ‘Although the 
Ministry of  Finance has not finalised 
the relevant consultation yet, there 
has been huge impact on Hong Kong 
auditors working in China. It restricts 
our business development.’ 

Meanwhile, reform by the China 
Securities Regulatory Commission 
(CSRC) is under way, and the prospect 
for partnership between Hong Kong 
and mainland Chinese firms remains 
unclear. ‘The regulation tightening by 
CSRC requires professional services 
providers to increase their manpower,’ 

Chan explains. ‘But the recent shortage 
in the supply of  experienced auditors 
and junior staff  has affected our 
recruitment of  the right candidates to 
carry out professional services for our 
clients in China.’  

By adopting a multipronged 
approach, Crowe Horwath has tackled 
the various challenges both within 
the profession and arising from the 
international and national regulatory 
environment. ‘On the one hand, we 
have improved our working efficiency 
and effectiveness, enhanced our 
quality assurance review processes and 
developed a closer working relationship 
with Ruihua CPA in China. Through 
our close connections, we identify 
mainland Chinese companies that 
seek to establish presence abroad and 
approach them to provide our services. 
We have also made heavy investment in 
the auditing technical team. With the 
mounting regulatory pressure, we need 
to beef  up our technical capabilities,’ 
Chan notes.

‘We also have in place robust 
and extensive staff  training and » 
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professional development programmes 
to provide better in-house training and 
career development for our staff. For 
over 10 years, we have recruited fresh 
university graduates and nurtured 
them into qualified professionals. 
Our comprehensive training and 
development programmes help 
our staff  to adapt to the changing 
professional environment and 
meet the increasingly stringent 
regulatory demands,’ he says. 
These programmes have proven to 
be successful, with high levels of  
staff  retention.

Diversification strategy
At the same time, Crowe Horwath 
has diversified its range of  services 
significantly. On top of  its audit and 
assurance services, the firm has 
expanded the scope of  its current 
non-assurance work to include 
tax, valuation and consulting, risk 
management and internal control, 
IT audit and corporate security. 
‘We strive to be a one-stop services 
centre for our clients,’ Chan says. 

For instance, the firm set up its IT 
audit and data security service by 
recruiting computer audit and data 
security experts. ‘These are seasoned 
professionals who have retired 
from specialised government offices,’ 
he explains.

Meanwhile Crowe Horwath (HK) 
Global Corporate Advisory provides 
merger and acquisition, fundraising 
and corporate recovery services, 
while Crowe Horwath (HK) Consulting 
and Valuation has been established 
to assist clients in obtaining quality 
valuation services to meet their 
business needs. ‘We also have highly 
qualified professionals to help clients 
carry out corporate studies and 
achieve sound corporate governance 
framework by strengthening their 
internal control environment and 
procedures,’ Chan adds

Crowe Horwath is also a 
community-minded firm, proactively 
contributing to society; for example, 
it has been conducting honorary 
audit since the 1980s and currently 
provides this service to more than 

40 non-profit organisations in Hong 
Kong. ‘Our directors and partners hold 
a total of  48 positions in charitable 
and community organisations in 
the city,’ says Chan. Perhaps the 
company’s community spirit is 
inspired by Chan himself, who has 
been a regular blood donor since 
1980 and will record his 100th time in 
his next visit.  

Named a ‘Caring Company’ by the 
Hong Kong Council of  Social Service 
since 2010, Crowe Horwath’s corporate 
social responsibility programme 
encompasses sponsorships for village 
schools in rural areas of  mainland 
China and participation events 
organsied by welfare organisation The 
Community Chest.

Staff  are encouraged to join in 
with fun activities, too, through events 
such as ‘Happy Friday’ in the office 
and attendance at a Halloween event 
last October.

‘We believe in ‘“work hard, play 
hard”,’ Chan notes.  ■

Wilson Lau, journalist
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After graduation, I 
returned home from 
studying abroad. At the 
time the Indonesian 
government was 
easing capital market 
regulations, setting off  
rapid development as 
the number of  IPOs 
increased significantly. 
Consequently, many 
securities companies 
flourished by 
underwriting these 
public offerings and 
they needed analysts to evaluate the 
firms wanting to list. So I landed my 
first job, as a junior financial analyst 
for a large Japanese brokerage.

Accounting is no longer merely a 
quantitative measure of the value 
of expenditure and earnings. It has 
evolved from book-keeping to a tool 
that can help companies grow and 
compete. As finance accounting 
division head, I’m under pressure to 
provide insight and analysis beyond the 
numbers. We now have more finance 
meetings in which we regularly discuss 
company performance with business 
and risk units, and, of  course, the 
board of  directors. I’m enjoying this 
evolution. It’s more dynamic. We’re 
not just providing numbers, but 
are heavily involved in ensuring 
company profitability.  
 
Technology is greatly influencing 
working methods, and not always for 
the best. Accounting has become more 
complicated, with huge amounts of  
information and data needing analysis. 
On the one hand, technology helps 
to expedite the accounting process; 
yet on the other, accountants can 
often spend too much time trying to 
resolve software or hardware problems. 
Often a simple change in accounting 

‘ REGULATION IS FORCING THE INDUSTRY BACK 
TO BASICS’ NOEL SIRAIT, FINANCE ACCOUNTING 
TREASURY AND TAX DIVISION HEAD, KENCANA 
INTERNUSA ARTHA FINANCE, INDONESIA

procedures that 
could be easily solved 
manually becomes 
overcomplicated by 
software.

A real challenge for 
accountants is influence 
from management and 
company stakeholders. 
An accountant must 
have great integrity. 
We have to report the 
real financial condition 
of  the company, not 

what management and stakeholders 
want to hear. It’s the role of  the 
finance accounting head to assure the 
financial statement is presented fairly 
and clearly in accordance with the 
standards.

As a financing company it’s our 
priority this year to manage costs 
efficiently so that we can progress 
to becoming a top player. But one 
of  the challenges to this progress is 
a changing regulatory environment. 
A new regulation is forcing the 
industry to go back to basics – 
refocusing on interest revenue as the 
key source of  income, not fee-based 
income. It’s these challenges that 
make the job at once more dynamic 
and more demanding, particularly in 
trying to manage costs of  funds in 
environments of  change.

The three most important things in 
my life are Jesus Christ, my children 
and my job. Jesus, because I believe 
in him. I love my children because 
they bring so much joy into my life 
– watching them grow from babies 
is amazing. Their unconditional 
love and smiles greet me when I get 
home from work. My job, because it’s 
fulfilling: I feel that I’m contributing 
something good to the world. ■

SNAPSHOT:
TELECOMS
The global telecoms market 
landscape has changed 
beyond recognition in the 
past few years. 

By the end of  last year, 
according to telecoms 
research site budde.com, 
there were more mobile 
subscriptions than the global 
population. The sector is also 
the largest industry in terms 
of  employment in the world.

According to global report 
Customer Experience in 
the Telecoms Sector 2015, 
consumers in Asia Pacific 
are willing to pay more for a 
‘premium’ service. 

Last May, the International 
Accounting Standards Board 
issued a converged standard 
on the recognition of  revenue 
from contracts with customers 
to improve comparability 
of  the top line in financial 
statements globally.

‘Telecoms companies are 
expected to face significant 
difficulties regarding the 
practical application of  the 
standard, given their existing 
systems will not always have 
all the necessary information 
to apply the proposed 
standard,’ says Mariano 
Godino, director, assurance, 
products and services, EY.

3BN
A report from the International 
Telecommunication Union 
shows that, at the end of  
2014, there were almost 3bn 
internet users.

The view from
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Growing together
Closer collaboration between CFOs and their counterparts in HR could 
prove fruitful both for the departments involved and for businesses as a whole

It’s getting progressively harder to do 
business today. The always-present 
issues of labour costs, limited 
resources and a constantly 
evolving business 

environment are compounded by the 
need to attract and retain the right 
talent, keep stakeholders happy, 
ensure corporate continuity and 
maintain a competitive edge. 

Senior management can now 
add one more box to tick: closer 
departmental collaboration. Recent 
research by EY has shown that, where 
CFOs and chief  human resource 

officers (CHROs) cooperate closely, 
firms are more likely to display 
a healthy bottom line, reporting 
higher earnings before income tax, 

depreciation and amortisation 
(EBITDA).  

Collaboration is especially crucial 
in the global context, Zhong Hua, 
CFO at CNOOC (China National 
Offshore Oil Corporation), said in 
the report. ‘As a CFO, you need to 
understand people issues in order to 
be successful. Globalisation means 
that you need to create and manage 
teams who have the local knowledge 

and cultural understanding. 
We need to train people and 
ensure that they can learn 
from each other. That 

takes investment, 
but it is very important for 
decision-making and strategy 
recommendations.’

EY’s survey points to a strong 
correlation between greater 
collaboration of  finance and 
HR, and overall improvement in 
company performance. 
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‘People are a 
key driver of  

performance, with 
salaries and wage 

costs averaging nearly 70% 
of  operating costs, which is why 

collaboration between the 
CFO and CHRO at an 
organisation-
wide level 

is so important to 
organisational success,’ 

says Darren Gibson, 
partner and Global People and 

Organisational Change Leader at EY.
‘The work of  the CFO used to be 

very functional,’ says C Shivanandha, 
a CFO with over three decades’ 
experience. ‘Due to the nature of  
the job, finance used to operate in a 
silo, but this is changing. Nowadays, 

hands-on CFOs are more engaged 
with the firm as a whole.’

This includes greater interaction 
with the HR function. With the squeeze 
on talent, there is an increasing 
understanding that different units 
of  an organisation cannot operate 
independently of  each other. But 

beyond mere numbers, there seems 
to have been an improvement 

in employee 

engagement and productivity among 
other human capital metrics. Why? 

It appears to point to a distinct 
evolution in the way businesses 
are seeing themselves and their 
human capital. Talk to any firm, and 
chances are their major challenges 
will be in the areas of  financial and 
human resources. 

That bottom line, again
What EY’s report underscores is 
that despite increasing numbers of  
graduates entering the job market, 
talent is getting scarce while the cost 
of  hiring rises. There is therefore 

a need to understand 
the relationship between cost 
and performance, and how 

accurately identifying, securing 
and developing talent can ultimately 
boost a firm’s bottom line in terms of  
reduced staff  attrition and less worry 
about continuity. 

‘CFOs set the framework, driving 
the budget or financial planning 
process for the business,’ Gibson 
points out. Similarly, the CHRO works 
with the business to develop the 
right capability sets which the firm 
requires, he adds. »
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One way of  mitigating the problem 
of  limited collaboration would be to 
have the CEO act as an intermediary. 
To achieve this, the CEO will have to 
be able to put things in perspective 
and be capable of  viewing the issue 
from multiple approaches. 

At the very least, CFOs and CHROs 
should be involved in the firm’s 
decision-making process so that 
the impact on their departments 
can be addressed as early as 
possible. But this may not always 
happen. ‘Sometimes it comes down 
to the personality or character of  
those involved. They may still be 
locked in old territorial mindsets 
and be reluctant to change,’ 
says Shivanandha.

‘All strong relationships are 
built on shared expectations and 
understanding,’ Jon Scriven, group 
executive, people and the office 
of  the CEO at Qantas, said in the 
report. ‘As an HR professional, if  you 
don’t understand how the drivers 
of  the business lead to different 
financial outcomes and how the 
financial markets work, then you’ll 
find it really hard to build a strong 

relationship with the CFO. Equally, 
that needs to be reciprocated so 
the CFO has to understand human 
capital issues. When you have got 
those two perspectives, you can then 
have sensible discussions around 
allocation of  scarce resources for 
different priorities.’

‘Technology, integration and a single 
set of  data are of  key importance,’ says 
L Krishna Kumar, group CFO at TATA 
Global Beverages. ‘And it is vital to have 
a structure that allows for collaboration, 
and an expectation that people will 
live the structure. But there is also 
a need for clarity about business 
partnering. At the higher levels of  
organisations, business partnering is 
well understood. But the lower levels 
remain very much siloed.’

The need to be nimble
Business environments today are so 
dynamic that many firms will readily 
admit that they sometimes have to 
scramble to keep abreast of  changes. 
Striving to stay competitive involves a 
balancing act that can make or break 
a company. Gibson remarks that the 
CFO and CHRO are in a position to 

forecast the growth trajectory for 
the business and identify where that 
growth will come from, so ‘CFOs 
are the right people to work with 
the CHRO to map the future human 
resources requirements to support 
overall corporate strategy.’ 

It isn’t just the cost; the quantity 
and quality of  available talent are 
rapidly becoming issues of  concern 
as well – ironic, considering that the 
number of  graduates entering the job 
market annually has never been higher.

But scramble firms do, and 
scrambling can turn out to be more 
of  a drain on company resources 
than anything else. One firm that 
decided to circumvent this, and 
develop a more reliable talent pool, 
is Malaysian national oil and gas 
company, Petronas. EY’s report cited 
the multinational company’s (MNC) 
chartered accountancy programme 
as an example of  how future finance 
talent can be nurtured. 

Petronas has identified 500 
employees as top talent, and uses a 
structured approach to ensure that 
they are given the opportunity to 
develop and be challenged in their 
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respective roles. Both the CFO and 
CHRO are involved as part of  the 
committee that identifies, tracks and 
manages the company’s key talent.

Companies also look for long-
term sustainability, thus planning 
ahead and getting everyone on board 
should be a major part of  strategy. 
This is precisely what stronger 
CFO-CHRO collaboration is aimed 
at. It also reflects a certain level 
of  organisational maturity. The EY 
survey shows that where the CFO and 
CHRO are peers in top management 
who both report to the CEO, the 
firm’s governance models are more 
mature, there is more communication 
at higher levels, and a significant 
amount of  time is spent in discussion 
– all indications that finance and HR 
are playing bigger roles in strategic 
planning. In Petronas’s case, its staff  
attrition is only about 2%, according 
to Raihan Azni Abd Rahman, its senior 
vice president of  HR.

The plaintive cry ‘people don’t 
want to work anymore’ is often 
heard, usually in conjunction with the 

complaint about how scarce talent is. 
While it may be expedient to attribute 
the human resource shortage to fickle 
employees who will job hop for a few 
dollars more, firms have to accept 
some of  the blame as well. 

MNCs like Petronas may have 
adequate resources, but what about 
other less well-endowed firms? ‘There 
may be more graduates in the market 
today, but young people may not have 
developed the necessary skills,’ says 
Shivanandha. ‘You need to stay in the 
job for a while, not overnight, before 
you can acquire the skills needed. It 
also depends on organisational needs 
and realities at that point: can hiring 
be justified, cost-wise and work-wise?’

Gibson remarks the CFO and CHRO 
are part of  the team that strategises 
and makes decisions; therefore a 
strong partnership between them can 
be a powerful driver for the business. 
‘CFOs may be involved in performance 
management, but it is in their interest 
to get involved in HR strategy,’ he says. 

‘Progressive CHROs are mapping 
markets to understand where the 

best talent is, and how to attract it. 
CFOs can help the HR function to 
analyse future trends, and explore 
supply-and-demand scenarios. Strong 
collaboration between finance and 
HR will generate invaluable insight 
into the real drivers of  workforce and 
corporate performance.’ The crux of  
the matter may lie in how to bring 
about this collaboration.

Given the onerous tasks of  both 
the finance and HR functions, in real 
terms, the CFO and CHRO may be 
just too preoccupied with managing 
the work of  their own divisions, to 
seriously consider collaboration 
on another level. ‘The first step is 
more frequent communication and 
collaboration,’ says Gibson. ‘But it 
really comes down to the CFO and 
CHRO themselves to think and plan 
how to work together. There is no 
set approach.’ 

Shivanandha advocates a change 
of  mindset. While he concedes that 
CFOs can sometimes be territorial, he 
believes that CHROs may not be able 
to fully comprehend the organisation’s 
needs. ‘Considering the complexities 
of  the issue,’ he says, ‘it may be 
more acceptable to set the tone from 
the top, to allow it to permeate the 
organisation’s DNA.’ 

However that tone is set, it is clear 
that collaboration is the way forward, 
as Jon Scriven group executive, 
people and the office of  the CEO, 
Qantas, notes.  

‘A strong, collaborative relationship 
between CFO and HR director is 
essential when you’re navigating 
a complex business environment 
(as most Australian companies are 
today). What makes this EY report 
so timely is that it quantifies the 
value of  such relationships and sets 
out how businesses can turn the 
CFO-HR Director partnership into a 
strategic advantage.’ ■

Majella Gomes, journalist. Additional 
reporting by Peta Tomlinson, 
journalist

It’s all very well to talk about 
bottom lines improving as the result 
of closer CFO-CHRO collaboration, 
but how exactly can a profitable 
level of intimacy be achieved? 
Not without concerted effort by 
all parties involved. Like every 
relationship worth having, you have 
to work at it. EY’s recent global 
survey of CFOs and CHROs tackled 
the hard questions and put forward 
some suggestions.

* Firstly, make time for it. You 
need to invest time, and seek out 
common ground, to strengthen 
the relationship.

* Involve both finance and HR in 
upstream strategic decision-
making. They cannot be expected 
to just implement without first 
giving input.

* Look at your problems from 
different perspectives. EY’s report 
advocates ‘considering both the 
people and finance implications 
in parallel’.

* Support and enable each other; 

cultivate a relationship that 
is about business leadership, 
strong commercial awareness 
and knowledge of  the broader 
business issues.

* Build a culture of  collaboration. 
Companies need to give finance 
and HR executives broader 
experience across the business 
to ensure they combine specialist 
knowledge.

* Finance should work with HR to 
identify and answer questions 
about the workforce. 

* Focus on the key performance 
indicators that really matter 
instead of  what is easiest to 
measure. 

* Make measurement a continuous, 
predictive process.

* Get strategic on workforce 
planning. CFOs bring insight and 
analysis to external and internal 
data in a way that helps the 
business strike the right balance 
between building, buying and 
deploying talent.

MAKING IT HAPPEN

FOR MORE INFORMATION:

The EY report, Partnering for 
performance. Part 2: the CFO and HR, 
is available at tinyurl.com/ey-cfo-hr
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TOUCHDOWN
EUROPE?

It’s Super Bowl time again, when American football’s fi nest contest the big one. But what 
would be the economic benefi t for London of one day hosting the great event?
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London by 2022 at the latest. The market is there and all 
indicators point to a strong level of  support. Last year the 
NFL held three sold-out games at Wembley, the home of  
England’s national soccer team, with more than 83,000 fans 
watching each of  the games.

Big bucks
A Deloitte report commissioned by the NFL, Economic impact 
of the NFL on London and the UK, says that a London-hosted 
NFL franchise could generate total direct economic impact 
to the UK of  £102m per season from the team’s eight home 
games a season. Some £70m of  that would come from 
spectator spending. Total induced and direct spend in the 
wider economy could be another £96m a season, with wider 
gross value added (GVA) in the UK of  £80m a season.

Dan Jones, Deloitte partner and head of  the firm’s 
Sports Business Group, says: ‘Our analysis demonstrates 
the impact the NFL international series has on the London 
economy. It is a valuable addition to the capital’s calendar 
of  major sporting events. If  in future the NFL were to have 
a London-hosted franchise we estimate that could deliver at 
least £100m of  direct economic benefit, as well as further 
reinforcing London’s status as one of  the world’s top cities 
for sport.’

But while all talk seems to centre on when 
not if  London hosts an NFL franchise, 

there is also a less discussed but very 
real possibility of  London hosting the 
Super Bowl itself  one day. 

NFL commissioner Roger Goodell 
has left the door open to London 
hosting the game should it become 
home to a franchise: ‘Right now, 
our focus is on the UK since the 
European fans can get here. We want 

to build on our success here, and 
whether it leads to a permanent 

franchise or not, then we can 
see.

‘We don’t have a 
timetable [for a London 
franchise]. We want to 
continue building interest, 
and if  it continues to go 
well we believe a franchise 
could be here. The Super 
Bowl won’t be played 
anywhere we don’t have 
a franchise.’ »

O
ne of the world’s biggest sporting events kicks 
off on 1 February. This year’s Super Bowl is being 
held at Glendale, Arizona, home to the Arizona 
Cardinals. But the franchise is spreading. UK 

chancellor George Osborne revealed his support for the 
idea of an American football team setting up home in 
London, saying it would be a ‘huge boost’ to the city.

Osborne met with officials from the National Football 
League (NFL), which runs the Super Bowl and the top level 
of  American football, last October to give his backing to 
the idea. He confirmed the UK government was behind the 
move: ‘I’ve said to the NFL that anything the government 
can do to make this happen we will do, because I think it 
would be a huge boost to London. It will cement London as 
a global sporting capital as well as a global financial and 
business and cultural capital.’

Meanwhile, NFL senior vice president Hans Schroeder 
reveals that a London franchise is being given serious 
consideration. ‘We are very open and flexible on the 
models going forward, and I think we will look to continue 
opportunities we have to grow the engagement and 
activation in the market for our fans there, so if  that means 
a team down the road – we will look at that,’ he says. ‘But 
it really starts with how we continue to grow and give more 
opportunities to our fans to experience the NFL live in the 
London market. There are 32 teams in America – and one of  
them could be a London team. That is a serious prospect.’

The Atlanta Falcons and the Detroit Lions met at 
London’s Wembley stadium last October almost seven 
years to the day that the first match – between the 
Miami Dolphins and New York Giants – took place, 
also at Wembley. The Jacksonville Jaguars and 
the Dallas Cowboys met at the stadium 
in November for the 11th NFL match 
to be played at the stadium. 2014 
was the first year that three 
matches had been played 
in London. Two games 
were played in the 
city the previous 
year.

It is the 
Jaguars who 
have been 
many people’s 
favourites to make the move to London 
since 2012, when they committed to 
playing a game at Wembley every year 
for four years until 2016. Franchise 
owner and US billionaire Shahid Khan 
also bought English Premier League 
football club Fulham in 2013, adding 
further fuel to this widely held belief. 

It is generally accepted that a 
franchise will be up and running in 
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◄ POINT MAN
Jacksonville Jaguars’ Denard 
Robinson celebrates his 
touchdown during last year’s 

game at Wembley
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According to Deloitte whether those concerns were local 
(because of  competing events) or international (because of  
geographical and timing/logistical challenges), they ‘would 
likely be mitigated by the sheer scale of  the Super Bowl’.

London’s track record with events such as the 2012 
Olympic and Paralympic Games makes it highly likely that 
a Super Bowl would dominate media coverage. However, 
unless interest were as keen as with a US-hosted Super 
Bowl, key factors that could be hit include stadium 
attendance, TV audience and wider global brand presence.

Lower value
Previous studies suggest a Super Bowl game is worth £248m 
but that a London-based match might be worth ‘significantly 
lower’. Historic findings have highlighted the ‘UK market’s 
ability to maximise the commercial impact of  the Super 
Bowl; logistical issues such as kick-off  time and additional 
costs compared with a US-hosted Super Bowl; and the 
potential reaction from the core NFL market in the US’.

The NFL’s executive vice president Mark Waller concludes: 
‘There is no value to anybody putting a team in London and 
finding the rigours of  the season do not allow it to compete 
at the highest level. So that is the work we are going to do. 
That’s probably a five-year piece of  work.’ ■

Alex Miller, journalist

The Deloitte report adds: ‘A potential next step for the NFL, 
assuming an expansion of  the international series and the 
successful establishment of  a permanent presence in the UK 
(in terms of  a London-hosted franchise) would be to consider 
the potential of  London to bid to host a Super Bowl.’

Super Bowl XLVII in 2013 was estimated to have delivered 
a direct economic impact of  £169m to New Orleans and 
the immediate area. By comparison, the London Marathon, 
which attracts more than 30,000 participants a year, is 
estimated to deliver in the region of  between £27m and 
£30m of  direct economic impact to the London economy.

If  a Super Bowl were held in London, Deloitte says it would 
be a sell-out, with attendance above 83,500 (after allowing for 
‘seat kills’ in line with international series games).

However, NFL officials would need certainty that a game 
in London would deliver the economic benefits the league 
looks for. An official close to the NFL points out: ‘Although we 
would expect that a UK-based Super Bowl would still result 
in major involvement and sponsorship activation spend from 
the NFL’s cornerstone global commercial partners, there is 
a degree of  uncertainty as to what the appetite would be for 
the event from local UK-based sponsors.’

Very real concerns around the ability of  American football 
to attract sufficient press coverage and interest in the build-
up to the game also remain, although these are not thought 
to be serious enough to rule out the possibility. 

SUPER BOWL EXPLAINER

* The Super Bowl is the annual championship game, 
held between the winners of  the National Football 
Conference (NFC) and American Football Conference 
(AFC) at the end of  the season, usually on the first 
Sunday in February. The Super Bowl has been played 
every year since 1967, with the event designated by 
number rather than year (the 2015 Super Bowl is 
known as Super Bowl XLIX).

* ‘Super Bowl Sunday’ is considered a de facto national 
holiday in the US and is regularly the most watched 
broadcast on US television each year. It is widely 
reported as being second only to the UEFA Champions 
League final as the most watched annual sporting 
event in the world.

* The Super Bowl is considered the largest single event 
in terms of  direct economic impact provided to the 
host city/region. The 2013 event was played in New 
Orleans and estimated to have delivered a direct 
economic impact of  £169m to the area. 

* The viewing figures make the event the most 
marketable in sport, with a 30-second TV ad costing 
US$4m in 2014.

Source: Deloitte

▲ FLYING HIGH
Seattle Seahawks fan celebrates the team’s victory over 
the Denver Broncos in last year’s Super Bowl
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ABOUT THE SURVEY
The OECD foreign bribery report: an analysis of the crime of bribery of foreign public officials measures and describes 
transnational corruption on the basis of  data from the 427 foreign bribery cases that have been concluded since the OECD 
Anti-Bribery Convention in 1999 came into force. The report is at tinyurl.com/bribery-OECD

RETURNS AND 
RETRIBUTION
On average, bribes equalled 
10.9% of  a transaction value 
and 34.5% of  profits. In 41% 
of  the 37 cases where data 
was available, fines amounted 
to at least 100% of  the 
proceeds gained by bribes.

17 CASES
Fined <50%
 of  profits

5 CASES
Fined 50%-110% 

of  profits

7 CASES
Fined 100%-200%

of  profits

8 CASES
Fined >200%

of  profits

Corruption, and the perception of corruption, erodes trust 
in governments, businesses and markets, according to the 

OECD’s recent foreign bribery report. Corruption 
also undermines growth and development, with 

businesses forgoing innovation and competitiveness in 
preference for bribes, and individuals within governments 
diverting funds for their own personal use that should be 
used to promote the well-being of the public and the state.

1 in 3 cases were instigated by self-reporting

2% of  cases were instigated by whistleblowers

SECTOR SUSCEPTIBILITY
Two-thirds (59%) of  the foreign bribery 

cases occurred in four sectors: extractive; 
construction; transportation and storage; and 

information and communication.
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41%

22%

12%

16%

9%

8%

10%

15%

15%

19%

THE BRIBE PAYERS
Only 4% of  sanctioned companies were SMEs. In 60% 
of  cases, the company associated with the corrupt 
transaction had more than 250 employees. 53% of  
cases involved corporate management of  CEOs.

Corruption, and the perception of corruption, erodes trust Corruption, and the perception of corruption, erodes trust 
TRUST ERODED, GROWTH UNDERMINED
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child protection
Companies need to establish and prove that no child exploitation is taking place within 
their supply chains. It’s not just a corporate governance issue – it’s a reputational one, too

Benefits and risks
When boards ask such questions and take steps to 
protect children’s rights, the benefits can extend beyond 
enhanced risk management. Corporate reputations can 
be strengthened when businesses are perceived to behave 
responsibly, and the social licence to operate secured. 

Businesses that take their responsibility towards 
children seriously may also become more attractive 
to prospective employees, and benefit from greater 
staff  retention and motivation. Many employees are 
parents, for example, and appreciate employers who 
pay a fair wage and offer good working conditions. In 
general, businesses that play their part in supporting the 
communities in which they operate – including protecting 
the interests of  children by minimising pollution or 
supporting educational opportunities – help to create a 
stable and sustainable business environment. 

If  these are potential business benefits of  protecting 
children’s rights, so there are risks that arise from ignoring 
them. These include increased risk exposure, potential legal 
action, reputational and brand damage, human resource 
challenges and an unstable social and business environment. 
In effect, if  business and finance leaders fail to take account 
of  children’s rights, they run ethical, reputational and legal 
risks that will affect the bottom line. » 

J
ust over one in 10 children around the world 
– some 168 million – are currently working as 
child labourers. This has now become a business 
issue – one that has the potential to damage 

corporate brands where companies are found to have 
turned a blind eye to the exploitation of children in 
their supply chains. For businesses, therefore, taking 
action to protect the rights of children isn’t just about 
philanthropy; it is increasingly part of essential 
and expected corporate governance.

As highlighted in the recent ACCA report, Accounting 
for children: implementing child rights for better business, 
companies can have an impact on children’s rights in 
numerous ways. Products and advertising can have positive 
or negative effects, while exploitation of  children via the 
internet is a major concern of  modern life.  

Workplace impact
The workplace is of  particular importance when 
considering business impacts on children’s rights, not 
least as a result of  child labour. UNICEF defines child 
labour as ‘work that deprives children of  their childhood, 
their potential and their dignity, and that is harmful to 
physical and mental development’. Employing children 
under the legal minimum working age – or requiring 
anyone under the age of  18 to perform hazardous work – 
is child labour. 

The problem is particularly widespread in sub-
Saharan Africa, where 21.4% of  the region’s children 
(59 million) are estimated to be involved. In Asia and 
the Pacific, 9.3% of  the region’s children (78 million) 
are child labourers. Given the increasingly long supply 
chains involved in global business today, many Western-
based groups could be unknowingly exposed to the 
risk of  child labour. Many industries can be affected, 
including agriculture and food production, retail, mining, 
travel and tourism.  

The workplace can have an impact in other ways, too. 
If  parents are paid wages below the level that they need 
to support their families, then their children may be 
forced to earn an income. Every company board should 
therefore be asking and addressing a number of  questions 
around children’s rights and the workplace, encompassing 
child labour, working conditions, migrant workers and 
discrimination. 

boardroom watCh lIst
Questions the board should ask:

* How do we know that we are not employing children 
under the legal minimum working age? 

* How do we know that our business partners, via 
the supply chain, are not employing children 
illegitimately?

* How do we know we are not providing poor working 
conditions and pay, making it impossible for parents 
to provide supportive environments for their children?

* How do we know we are not employing migrant 
workers who leave their children when they move to 
new cities or countries in search of  employment?

* How do we know we are not discriminating against 
certain groups of  children, such as those with 
disabilities, girls or ethnic minorities?
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▲ sacrificed childhood
In Bangladesh, more than 650,000 children live on the streets. 
They are found working in almost all the sectors of the economy. 
Many work 48 hours a week and earn less than $6 per month
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For more inFormation:

You can download ACCA’s Accounting for children: 
implementing child rights for better business report at 

www.accaglobal.com/ab137

If  businesses need any more persuasion to act, then 
shareholders and governments may provide it. There are signs 
that shareholder groups are becoming more interested in 
the issue of  children’s rights – for example, by questioning 
whether a company’s advertising and privacy policies 
adequately safeguard children. Some investors are beginning 
to develop procedures for integrating children’s rights into 
their investment decision-making processes. Governments, 
too, have been paying attention to the way that companies 
impact on human rights, which include the rights of  children. 
Greater transparency is also being expected, with UK quoted 
companies now required to disclose information on human 
rights that could affect the business. 

How can business respond?
Once businesses acknowledge their responsibilities in 
relation to children and their rights, the next challenge is 
to act on those responsibilities across all their operations. 
The Children’s Rights and Business Principles, developed 
by Save the Children, UNICEF and the UN Global Compact, 
provide an invaluable launch pad. The principles build on 
previous international conventions, and set out actions that 
businesses can take to fulfil their corporate responsibility 
to respect and support children’s rights in the widest sense: 
in the workplace, marketplace and community.

Organisations such as UNICEF have also developed a 
number of  business toolkits. These are designed to help 

businesses develop policies and codes of  conduct in relation 
to children’s rights, assess their risks associated with 
children’s rights, take action to address and mitigate those 
risks, and report on their actions.

Dr Faiza Shaheen, head of  inequality and sustainable 
development at Save the Children, has no doubt that 
such efforts by business are essential. ‘It is becoming 
increasingly clear that respecting children’s rights is not 
desirable but necessary if  businesses are to have a strong 
foundation,’ she says. ‘To fully recognise children’s rights, 
companies must embark on thorough investigations of  their 
supply chains, core business and sales activities.’ 

Childhood is a time of  physical, mental and emotional 
development – which can all be affected by the actions of  
business. Yet children often lack a public voice: they cannot 
vote or form trade unions; they cannot influence companies 
through buying stocks and shares, and attending shareholder 
meetings. Businesses thus have an inescapable responsibility 
to consider their impacts on children’s rights carefully. ■

rachel Jackson, head of sustainability, aCCa

▲ safeguarding education
Syrian child refugees attend a school funded by the European Union 
at Al Zaatri refugee camp, in Mafraq, Jordan, near the Syrian border
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Children matter to business – as 
consumers, family members of 
employees, young workers, and as future 
employees and business leaders. When 
businesses think of children’s rights 
they almost always refer to the risk of 
child labour in the supply chain. But 
almost every business activity leaves a 
footprint on children’s lives – whether 
through employment conditions of 
parents, product safety, marketing 
practices or environmental impact.

More companies are beginning to 
recognise that protecting children’s rights 
is good for business as it leads to better 
risk management, enhanced reputation 
and the social licence to operate, a motivated workforce, 
and a stable and sustainable business environment while 
also delivering long-term shareholder value. It is also 
undeniably the right thing to do.

The UN Guiding Principles on Business and Human 
Rights have changed the expectation of  business. The 
growing demand for corporate reporting on human rights 
from consumers, shareholders, investors and governments 
increases the pressure on businesses to undertake due 
diligence. This process regularly identifies, prevents, 

mitigates and accounts for how impacts 
on human rights – including those of  
children – are being addressed. It firmly 
moves businesses away from a reactive 
approach to human rights and towards 
one whereby it is their responsibility 
to seek out and address any actual or 
potential negative impact their activities 
may have on individuals and communities.

For businesses new to this concept, the 
process may seem daunting. That’s why 
UNICEF developed the Children’s Rights 
and Business Principles, which guide 
companies on the actions they can take to 
respect and support children’s rights. It 
has also created tools that help businesses 

integrate children’s rights into due diligence processes. 
There’s much more to this approach than businesses 

just avoiding harm. The private sector can be an 
incredible force for good in children’s lives and companies 
should consider how they can leverage their resources, 
skills and innovative approaches to ensure that core 
business achieves transformational change for children.

Samah Abbasi, private sector policy and advocacy 
adviser: child rights and business, UNICEF UK

PROTECTING CHILDREN’S RIGHTS IS BENEFICIAL TO BUSINESS

DON’T ASSUME YOUR COMPANY HAS NO IMPACT ON CHILDREN
Children’s rights are an issue for 
business – because children are 
important. And this is an issue for a 
wider range of companies than you might 
think. Any company should ask itself 
how it might affect children’s rights, and 
what those impacts on children are. 

The workplace can have an impact in 
a range of  ways – particularly in terms of  
levels of  pay. One of  the causes of  child 
labour is the low rate of  wages paid to 
their parents. When parents are paid a 
poverty rate, they have no choice but to 
get their children to work. So the default 
position for all companies should be 
that they probably do have a significant 
impact on children. It is an issue they need to address.

This might not be an issue that comes across the 
desks of  accountants every day. But what is the remit 
of  the accountancy profession? It’s not only to look 

after the money, but also to look after 
the public interest. Accountants have a 
mandate to look at their business more 
broadly and consider children’s rights. 

When children’s rights are not 
respected, that could create a risk for 
the business. Considering the business 
impact on children’s rights ought to be 
part of  any due diligence review of  risk – 
which is a familiar activity to accountants. 

Finally, we are seeing an increasing 
number of  regulatory requirements 
around non-financial reporting, and these 
include the reporting of  issues related 
to human rights. So this is an issue that 
is only going to figure more strongly in 

the lives of  accountants in future.

Adrian Henriques, ACCA Global Sustainability 
Forum member
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the ebola effect
The fear spread by the Ebola epidemic stretches far beyond the actual geographic reach  
of the disease, which has devastated the economies of the three countries hardest hit

first is a slide in commodity prices, which account for the 
lion’s share of  African countries’ export revenues. And the 
second is a widespread outbreak of  Ebola, a gruesome 
haemorrhagic fever. 

Aside from the obvious human impact of  the disease, 
any epidemic can have an extremely damaging effect on 
an economy. At the height of  the panic over severe acute 
respiratory syndrome (SARS), for example, a form of  avian 
flu, retail sales plunged around 15% in Hong Kong, even 
though the disease resulted in no more than around 300 
deaths in a province with a population of  7.2 million. 

a
frica’s economic future is looking bright, as 
illustrated by a Deloitte survey released last 
November that concludes this is the optimum 
time to invest in the continent. In 2013 the gross 

domestic product of sub-Saharan Africa grew at a blistering 
4.9%, outpacing all of the BRIC nations (Brazil, Russia, 
India and China) with the exception of China. And this was 
no one-year wonder. The average 5.5% growth rate over the 
past decade has been more than double the 1990s rate. 

But, as global headlines make only too clear, two 
ominous clouds currently hang over the continent. The 
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the ebola effect

Africa may be even more 
vulnerable to the panic caused by 
the spread of  a contagious disease, 
worries Edouard Messou, PwC’s 
senior partner for francophone 
Africa. ‘Many outsiders see Africa 
as a single country rather than a 
continent,’ he says. ‘So even though 
Ebola has so far been contained in 
a tiny part of  West Africa it risks 
scaring off  the foreign visitors and 
foreign investors who have become 
a key driver of  economic growth for 
many nations.’ 

Economic toll
The fear that Ebola engenders extends 
far beyond the disease’s actual geographical reach and may 
linger long after Ebola fades from the headlines. The main 
question for economists is whether this could be sufficient 
to slow Africa’s promising growth spurt. 

There can be no doubt as to the devastating toll on the 
three nations hardest hit by Ebola – Guinea, Sierra Leone and 
Liberia. Worst off  of  all is Liberia, one of  Africa’s poorest 

◄ writing on the wall
The World Bank has warned that the 
Liberian economy will contract this 
year unless the Ebola outbreak is 
quickly contained

▲ aversion therapy
Greater disease surveillance and 
treatment capacity will not only stem the 
epidemic but help reverse the behaviour 
causing so much economic damage

countries, with a per capita income of  just US$410. As of  
November 2014, the tiny nation accounted for about 3,000 
of  the 5,700 deaths from the disease. The understandable 
panic has been a hammer blow to a nation that had been 
struggling to recover from a long and bloody civil war. 

A World Bank report, The economic impact of the 2014 
Ebola epidemic, concluded that the biggest economic »  

* The World Bank has estimated that if  the Ebola virus is left unchecked, it 
could cost West Africa as much as US$32.6bn. 

* The US spends US$8,895 per person on healthcare, Guinea US$32 per 
person, Liberia US$66 and Sierra Leone US$96. 

* As of  November 2014 Ebola had killed 5,674 people. 

* The number of  deaths as a result of  road accidents worldwide is 1.24 
million, according to the World Health Organisation. 

* The Ebola epidemic could slash up to 12% off  the GDP of  Liberia – more 
than twice what the US economy lost during the global financial crisis. 

* The International Monetary Fund expects sub-Saharan Africa to grow by 
5.8% in 2015 compared with 5% for all emerging markets and 2.3% for 
rich nations. 

in numbers
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the most affected countries, offers one example of  this. ‘To 
keep our staff  as safe as possible we have been restricting 
their travel to the worst-hit areas for assignments,’ says 
Messou. ‘Since using public transport can increase the risks 
of  infection, we have arranged a minibus to take some staff  
to work. The extra travel time means that instead of  working 
eight hours a day, some employees are now able to be in the 
office just five or six.’ 

Of  course, Guinea, Sierra Leone and Liberia are three 
of  Africa’s smallest economies, with a combined GDP 

of  just US$14bn in 2014. That is a 
mere 0.8% of  sub-Saharan Africa’s 
US$1.7 trillion economy, according to 
data from the International Monetary 
Fund. Whether Ebola harms the 
entire African economy will depend 
on several factors: how far afield the 
disease spreads, how quickly it can be 
contained, and how far it is possible to 

convince wealthy outsiders not to punish Africa as a whole 
for a regional outbreak. 

In terms of  the spread of  the disease there are some 
grounds for cautious optimism. True, the outbreak is already 
the deadliest by far since the disease was first identified in 
Zaire almost 40 years ago. Fatalities from previous Ebola 
epidemics have never risen much above 300. The US Center 
for Disease Control estimated in September last year that 
up to 1.4 million people could be infected by Ebola by early 

consequences were not the direct effects of  death, surging 
health spending or loss of  workers, but rather ‘changes in 
behaviour – driven by fear – which have resulted in generally 
lower levels of  employment, income and demand for goods 
and service’. 

Investments in vital sectors such as mining, which 
accounts for 17% of  GDP, have also been put on hold. 
As recently as June 2014, the World Bank had expected 
Liberia’s economy to expand by 5.9% in 2014. By October 
it was forecasting just 2.5%. Few Africa experts would be 

surprised if  the outcome turns out to be even worse. Extra 
healthcare spending and lower tax revenues for Liberia alone 
have been estimated to amount to more than US$100m – 
5.1% of  the country’s GDP. 

Add in Sierra Leone and Guinea, and the short-term hit 
measured in lost GDP for 2014 alone is likely to add up to 
US$359m, the World Bank has estimated. 

Part of  the damage comes through lower productivity and 
higher costs for businesses. PwC, which has operations in 

▲ commodity consequences
Cocoa prices rose after major producer Ivory Coast shut  
its borders to migrant harvest workers coming in from 
Guinea and Liberia, its Ebola-ravaged neighbours

▌▌▌‘Ebola risks scaring off thE forEign 
visitors and invEstors who havE bEcomE a 
kEy drivEr of growth for many nations’
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Such aversion will almost certainly create strong 
headwinds for Africa during this year. In addition, many 
African nations will have to cope with some self-inflicted 
woes during 2015, predicts William Jackson, an analyst for 
Capital Economics: ‘Many countries in Africa squandered the 
windfalls they received from a decade of  high commodity 
prices. We see a lot of  countries with high budget deficits that 
will be hard to sustain if  raw material prices remain weak.’ 

Some African nations – Ghana and Zambia in particular, 
– boosted government payrolls and subsidies instead of  
investing in productivity-boosting infrastructure projects. 

Despite such additional impediments, Messou of  PwC 
believes that Africa will overcome the Ebola epidemic. 
‘This is not going to dramatically slow the continent’s 
economic momentum,’ he argues. He points to several 
grounds for optimism. ‘The main drivers for growth still 
exist,’ he says, adding that the latest commodity price 
slump is unlikely to last. ‘A growing global population will 
need to be fed and Africa has a disproportionate share of  
the world’s arable land.’ 

Large-scale investors interested in Africa’s mineral 
wealth may respond more rationally to the outbreak than 
international tourists – especially if  the disease is kept 
under control. ‘Africa also boasts a burgeoning middle class 
and a youthful population, standard ingredients for fast 
economic growth,’ says Messou. ‘Democracy and the rule of  
law are also spreading and the level of  corruption is starting 
to decline in many places.’ 

Ebola may be dominating the continent’s headlines, but it 
could be a speed bump that Africa will soon get over. ■

Christopher Fitzgerald and Fernando Florez, journalists

For more inFormation:

Deloitte’s Africa on the cusp of a consumer boom report 
is at http://tinyurl.com/Africa-boom

2015 if  the response did not improve. Since the disease has 
been killing about 70% of  those who get infected, that is a 
terrifying prospect. Meanwhile the World Bank has projected 
that if  the epidemic spreads into neighbouring countries 
the total cost by the end of  2015 could reach US$32.5bn – 
more than twice the GDP of  the three nations at the heart of  
the epidemic. 

But most experts agree that the response has already 
improved. The nations that border Guinea, Liberia and 
Sierra Leone have been strikingly successful at containing 
the outbreak. Officials in Nigeria and Senegal meticulously 
tracked down anyone who could have been exposed to the 
disease and monitored them for signs of  the illness. As 
a result the disease has so far been contained in these 
countries. ‘This is extremely encouraging,’ says Amadou 
Sy, a senior fellow at Brookings Institution’s Africa Growth 
Initiative. ‘The first step is to prevent this from becoming a 
continent-wide problem.’ 

For nations with functioning healthcare systems, Ebola 
should be relatively easy to stop. The virus is not airborne 
and sufferers are contagious only once they start to exhibit 
the conspicuous symptoms of  the disease. As a result the 
average sick person will infect no more than two others. That 
compares to four for HIV and SARS, 10 for mumps and 18 
for measles. ‘I believe that within a year the issue with the 
disease itself  will be largely fixed,’ says Messou. 

Back in business
If  the disease does die down, the affected economies can 
start to get back to some semblance of  normality, says 
Mead Over, a former World Bank health economist and 
now a researcher at the Center for Global Development in 
Washington. ‘The main worry over the disease is that it 
stops people going about their normal economic business,’ 
he says. ‘A lot of  people have been less willing to go into 
work, potentially hollowing out companies and government 
bureaucracies. Gradually that fear will subside as the 
epidemic is brought under control.’ 

Unfortunately, outside perceptions may be harder to 
shift. The tourism industry accounts for about 10% of  
sub-Saharan Africa GDP, including indirect wealth creation. 
Until the Ebola outbreak, visitor numbers had been growing 
fast, hitting 36 million in 2013. There are already signs 
that this burgeoning sector is being hit – even thousands of  
kilometres from the affected areas. Bookings are down for 
safari trips to Kenya, which is about as far from Liberia as 
London is. ‘I was talking to somebody recently who said they 
planned to cancel a trip to Papua New Guinea,’ laments Sy. 
‘The mere fact that Guinea was in the country’s name seems 
to have been enough, despite the fact that it is located on 
a remote island north of  Australia and obviously has no 
reported cases of  Ebola.’ 

‘The trouble with Ebola,’ says Over, ‘is that it plays into 
the idea that Africa is a dangerous place, associated with 
famine, war and exotic diseases.’ 

▲ 3,000 miles 
It is as far from Liberia as 
London is, but Kenya reports 
holiday bookings are down 
due to the Ebola epidemic  
in West Africa
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Career boost
When you need to persuade colleagues of a new course of action, the numbers are only 
half the story, says talent doctor Rob Yeung. Plus, the perfect secondment

TALENT DOCTOR: PERSUASION
Imagine for a moment that it’s Sunday morning and 
someone phones you at home. The caller explains he’s 
raising money for charity and says: ‘In Zambia, severe 
rainfall deficits have resulted in a 42% drop in maize 
production since 2000. As a result, an estimated three 
million Zambians face hunger.’

But suppose another caller is using a different script 
and says: ‘Any money that you donate will go to Rokia, a 
seven-year-old girl from Mali, Africa. Rokia is desperately 
poor, and faces a threat of  severe hunger or even 
starvation. Her life will be changed for the better as a 
result of  your financial gift.’

Which do you think is the more effective charity appeal 
– the first or the second? When University of  Pennsylvania 
scientist Deborah Small ran an experiment actually 
asking people to donate to charity, she found that the 
second version raised 76% more than the first.

The first type of  call is known as a statistical appeal. 
And we are trained at work to argue through data, 
facts, numbers, logic. But humans have only been using 
statistical arguments for a couple of  hundred years. On 
the other hand, our ancestors have told stories for many 
thousands of  years.

If  I ask you to imagine what starving Rokia looks like, 
I’m sure you can summon a mental image: a painfully 
thin girl wearing rags, perhaps holding an empty bowl. 
And the ease with which we can visualise the subject of  
any story means that stories are an incredibly powerful 
tool for persuasion.

Suppose you want to persuade colleagues about the 
need for a new system, some new technology or way of  
working. By all means quote numbers about the savings 
that could be had or the benefits. But be sure to tell also 
a story about how not having the technology scuppered 
an actual project, or one about how a competitor with the 
system managed to leap ahead.

Say you’re pitching a product to customers or 
investors. Certainly, you should discuss numbers 
around the market size and opportunity. But also make 
sure to tell a story about how your product helped a 
real person. How did it work in practice? How did the 
customer feel? A real example brings your product to life 
in your audience’s minds. Alternatively, you can share a 
cautionary tale about how someone else struggled for 
lack of  your offering.

I recently coached a senior executive who found 
himself  unexpectedly out of  a job – not through his 
fault but due to financial malfeasance on the part of  
the CEO. He had good enough experience to get invited 

to interviews, but he wasn’t getting offers. By working 
together on stories of  how he had led projects, brought 
in income, reduced costs, coached members of  his team, 
implemented new technologies and so on, we helped him 
turn himself  into an immensely desirable candidate. He’s 
now earning more at a major bank.

Rely on statistics and people switch off. But add a 
compelling story and you burrow into people’s minds and 
make yourself  and what you do unforgettable. ■

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

FOR MORE INFORMATION:

www.talentspace.co.uk

@robyeung

44 INSIGHT | CAREERS

ACCOUNTING AND BUSINESS

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


TOO BUSY TO GO AWAY
One in five professionals 
feel so overwhelmed by their 
workload that they dare not 
take their full annual holiday 
leave allowance, according 
to a Robert Walters poll. 

Almost half  of  the 755 
respondents said that 
deadline pressures were 
the cause, with a further 
third putting the blame on 
consistently large workloads. 

In the league table of  
professionals who take 
their full annual leave, 
accountants were middle-
rankers, with 61% using up 
their full quota. However, 
ACCA members working in 
financial services will also 
contribute to the 38% of  
professionals in this sector 
who don’t take their full 
holiday entitlement. 

HARDEST WORKERS 
AND HIGHEST EARNERS
Another Robert Walters 
survey revealed that 
professionals worked an 
average 44.6 hours per 
week in 2014, 3% more 
than in 2013. Accountants 
again came mid-table, 
working 44 hours a week, 
slightly below the average, 
while those in the financial 
services sector worked the 
longest at 47.7 hours. 

Of  the reasons people 
gave for looking for a new 
job, the most common was 
lack of  career progression 
with 35%. More surprisingly, 
in second place came 
difficult bosses with 22%. 
Perhaps ironically, in third 
place were working hours 
and company culture. 

And to come full circle, 
the survey also revealed that 
those working the longest 
hours earned the most. ■

This page is compiled and 
edited by Neil Johnson

A couple of years spent sunning yourself in Bermuda or the Caymans, some gentle 
auditing work, long lunches on terraces with equally relaxed clients and then 
apply to make that perfect secondment a long-term position or take your overseas 
experience and head home to a CFO role and a champagne reception.

Ok, it’s probably the spiel a graduate recruiter gives a promising candidate, yet a 
good secondment not only provides a great life experience, it also offers people the 
opportunity to diversify their exposure to business and cultures, develop new skills and 
make themselves more valuable to their employer. 

‘Be prepared for a tough few weeks,’ says Dr Catherine Armstrong, a lecturer 
at the University of  Loughborough in the UK. ‘As with any new job it can be lonely 

to begin with and also a steep 
learning curve. However, you 
will soon start networking with 
your new set of  colleagues and 
may even gain a completely new 
group of  friends.’ 

Be aware that you may be 
expected to hit the ground 
running in a secondment, 
as people will see you as an 
experienced colleague rather than 
a novice. ‘So you will probably 
have to adjust to your new 
environment very quickly and 
smoothly,’ continues Armstrong. 
‘But if  you are adaptable and 
aspire to developing new skills 
and areas of  expertise, you will 
thrive in a secondment role and 
hopefully be offered exciting 
career development opportunities 
along the way.’

THE BIG BREAK:
CHAD SINCLAIR FCCA 
Assurance senior at EY Los Angeles and president of the Oxford Brookes University 
Alumni Association for the US, Chad Sinclair says he has had two big career breaks.

‘The first was the opportunity to start working in the UK in public accounting from 
the young age of  19. The second was when I came to the US and required sponsorship 
to work here. It took nine months to find what was one of  the best experiences of  my 
life working for an incredible businessman and philanthropist in the mortgage banking 
industry. The move also allowed me to be with my girlfriend – now wife – after a two-
year long-distance relationship.’

Top tips for relocating

* Be open to all job opportunities. I came to the US in 2010 when no firms were 
hiring people without visas, so I made a conscious decision to find a role that would 
fit in my desired industry. It wasn’t the exact role I wanted but it let me develop 
marketable skills.

* Relocate with a large firm. I never had this luxury but m obility is top of  mind for 
many companies, so if  you are thinking of  moving to the US, work for a company in 
your native country that has the ability to send you abroad.

* Be persistent and never give up. I must have sent over 500 emails over a period of  
nine months just to get a few interviews.

THE PERFECT: SECONDMENT

FOR MORE INFORMATION:

www.accacareers.com
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consumer more choice  
and convenience through 
the internet ordering of  –  
at the time – books, and 
their delivery.

Back then, I thought 
that this was a slightly 
odd choice: although there 
was an unfulfilled need 
here, turning that into a 

healthy margin would be a 
challenge. So it wasn’t quite 
so much of  a surprise when 
Amazon’s share price fell 
along with other dotcom 
companies. Much could be 
blamed on investors, who in 
economic/strategy theory 
could be characterised 
as being in the world of  
‘bounded rationality’  
(or, in everyday language, 
being a bit foolhardy).

Bezos had a number of  
ingredients of  the 
‘cunning plan’ 
(see my earlier 
articles). He 

I first wrote about Amazon 
back in 2001, around the 
time the dotcom bubble 
burst and the share prices 
of dotcom companies 
collapsed. Before this, 
there had been a spike 
in the dotcom sector’s 
share price movements 
reminiscent of those of 
railroad companies during 
the 19th century, the great 
tulip craze in Holland in the 
1630s, and the South Sea 
Bubble in 1720.

These surges and 
collapses are a product of  
behavioural economics, 
where rationality goes out 
of  the window. Amazon 
got caught up in this 
phenomenon just like  
the others but Amazon 
proved its resilience and 
is now awesome, albeit 
somewhat controversial.

Amazon is the product of  
American genius Jeff  Bezos. 
Bezos had a promising 

career in the corporate 
world, but saw an 

opportunity to give 
the 

offered customers a lot 
more choice, speed, 
reliability and superior 
customer service. He broke 
through what I have called 
the industry mindset – that 
is, the assumptions and 
the expectations of  what 
an industry is like and how 
competitors behave in it. 

Amazon attacked 
competitors in a very 
innovative way. Its mindset 
was hardly a love of  books. 
It simply provided a way 
for customers to browse 
for, order and receive 
books. Indeed, while this 
opportunity was the one 
that triggered the 
foundation of  the 
company’s original 
business model, 
for Bezos 

the bigger opportunity 
was outside that: in 
retail generally.

Ultimately, Amazon had 
the potential to expand its 
value-creating activities 
into a network of  other 
internet retail areas – music 
and films being obvious 
examples. And why not have 

a go at things like toys, 
electronics, bikes – you 
name it? The strategy was 
a ‘cascade’ of  one related 
thing after another.

Another key ingredient 
of  the ‘cunning plan’ was 

▌▌▌However successful you are, tHere is no 
excuse for not deploying strategic tHinking to 
turn you from overperforming to awesome

amazon’s mighty flow
in this second article in a series on how strategic vision can create 
competitive advantage, Tony Grundy looks at amazon’s success
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▲ global reaCh
Amazon founder Jeff Bezos in India 
where the online retailer will invest 
$2bn as part of its expansion plans
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the Amazon name, which 
was so very simple. Bezos 
spent just 10 minutes going 
through the dictionary and 
got midway through the 
As. Reputedly he went to 
his colleagues and said 
very simply: ‘Our name 
has got to be Amazon. We 
are going to be very big – 
like the Amazon river.’ He 
was indeed prescient – by 
2013 Amazon’s sales were 
around $74bn with $2bn 
free cashflow. Very early 
on, Bezos had a clear if  
stretching strategic vision.

Amazon’s product range 
is incredible. I recently 
wanted to buy some of  the 
‘magic spray’ that football 
referees use so that I could 
hold it up at accounting 
conferences as an example 
of  a cunning plan. I bought 
it quickly and easily within 
five minutes on Amazon – it 
therefore also adheres to 
the 34th of  my 55 ways of  
being cunning: make what 
you sell as effortless as 
possible to buy.

Market strategy
Amazon is interesting 
not just because of  its 
competitive scope, but 
also because of  its market 
strategy. Michael Porter of  
Harvard Business School 
suggested in 1985 that 
companies need to choose 
not only whether to have 
either a broad market/
product focus or a narrow 
one (a niche strategy), but 
also either a differentiation 
or cost leadership strategy. 
Otherwise you confuse both 
the customer and yourself, 
and don’t focus capital or 
revenue cost expenditure 
in the right way. Other 
strategists would contend 
that you can mix the two  
as a hybrid.

A differentiation strategy 
is where the product or 
service is either perceived 
to be, or is, of  superior 
customer value and has a 

definite price premium. A 
cost leadership strategy 
is where the price may be 
similar or usually lower than 
the competition, but costs 
are certainly lower.

From nearly 25 years 
of  consulting I have found 
that hybrid strategies are 
typically hard to bring off. 
If  you do adopt a hybrid 
strategy, then (a) you need 
to know where your main 
focus is, and (b) you need 
to ensure that you don’t 
undermine value creation 
or lower your costs through 
being inconsistent in your 
competitive style. 

In Amazon’s case, the 
core strategy is clearly more 
a cost leadership one when 
compared with bricks and 
mortar retailers. Amazon 
has massive warehousing 
facilities and processing 
capability, which give it 
physical economies of  scale. 
That in turn gives it cost 
advantages. But in its service 
it is differentiated – so it is 
something of  a hybrid.

Amazon is ultra-keen 
on customer feedback, 
and Bezos has spread 
customer focus as a mantra 
throughout the organisation. 
So when my wife’s year-old 
Kindle suddenly stopped 

working and she called 
Amazon customer service, 
they immediately agreed to 
send her another. Delighted 
customers spread such 
feedback as I have just done. 
Such service differentiation 
doesn’t just bring loyalty but 
also encourages customers 
to buy more from Amazon.

Funerals too?
The company is venturing 
into some perhaps 
unexpected new areas (for 
example, by exploiting its 
distinctive capability in 
handling large amounts of  
data) and for new types 
of  customer (corporates), 
sending a shiver down the 
spines of  many large IT 
companies. In terms of  
strategic options, it might 
consider product extensions 
to, for example, higher-price 
items (cars or motorbikes?) 
What about services too, 
such as insurance, funerals 
and holidays?

The Amazon brand is 
potentially limitless. For 

example, could Amazon 
sell higher-value products, 
say over £1,000? And if  
so, could it also provide 
the finance? Maybe it 
could combine the two and 
become a bank. It could 
buy a batch of  high-value 
products under a ‘when it’s 
gone, it’s gone’ model, sell 
it for 10% less, provide cost-
effective finance and deliver 
it next day.

However successful you 
are, there is no excuse for 
not deploying strategic 
thinking to turn you from 
overperforming to awesome. 
Amazon has made some 
mistakes, but it is quick  
to learn from these and 
change – it really is the 
adaptable corporation. 

So consider: what can 
your company learn from  
Amazon’s truly visionary 
business model? ■

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

For more inFormaTion:

www.tonygrundy.com

For previous Tony Grundy articles on strategy and 
management theories, visit www.accaglobal.com/abcpd
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Most organisations are 
happy with this level of  
control and will accept 
sole liability for all p-card 
expenditure. However, the 
overly cautious can have the 
liability rest with a member 
of  staff  and then reimburse 
them before payment 
is due. This involves the 
organisation in more 
processing, so it is not the 
preferred option.

P-cards work particularly 
well with designated 
suppliers, who insert the 
purchasing organisation’s 
general ledger (G/L) 
code information for the 
transaction, having been 
briefed what the relevant 
G/L codes are. 

The p-card would not 
be used on a transaction 
that is trapped through a 
major supplier’s electronic 
consolidated invoice.  

All the p-card holder 
has to do is access the 
bank’s p-card system via 
the internet and enter their 
security details to view 
their statement. If  they 
have purchased from a 
designated supplier, all will 
be coded, thus underpinning 
the use of  designated 
suppliers. It will only be the 
one-off  purchases that need 
coding. The p-card system 
can be preset with the most 
frequently used p-card G/L 
codes to aid efficiency.

AP staff  look at p-card 
coding status, send warning 
emails off  – ‘You only have 
24 hours to finish your 
card coding’ – and place 
all uncoded expenditure 
into a default account in 
the budget holder’s area 
that is called ‘uncoded 
p-card expenditure’. 

The average cost of a 
whole purchasing cycle is 
estimated at £30 to £40 
per transaction. This cost 
is horrific when you realise 
that a high portion of your 
transactions are for minor 
amounts. The diagram to 
the right shows a typical 
profile of accounts payable 
(AP) invoices.

The bulk of  invoices can 
be for low-value amounts, 
especially if  consolidated 
invoices have not yet been 
organised. Remember, it 
costs the same to process a 
£20 transaction as it does a 
£200,000 one. 

In addition, is it 
appropriate to request 
that budget holders raise 
an order in your purchase 
order system for a £20 
transaction? Surely the AP 
system should be designed 
around 100% compliance 
on major invoices – say, over 
£2,000, £3,000 or £5,000, 
depending on your size?  

Here’s where the 
purchase card – or ‘p-card’ – 
comes in. P-cards have been 
undersold to management. 
Never call them another 
credit card; I call them 
‘a free accounts payable 
system’ – that usually 
catches their attention.

There are many controls 
over p-card expenditure 
(I have never come across a 
p-card fraud): p-card holders 
have a limit on any one 
transaction as well as daily/
weekly/monthly expenditure, 
cannot purchase items 
that do not relate to their 
function, and so on. The 
controls are all recorded on 
the card’s magnetic strip, 
with different card holders 
having different limits. 

It is important that the 
CEO supports the system 
by making phone calls to 
the main offenders: ‘What 
do you not understand 
about the importance of  the 
p-card system?’, making it 
clear that non-compliance is 
a career-limiting activity.

AP can simply upload all 
the expenditure straight into 

the G/L, and all the p-cards 
are paid by one – yes, one! 
– direct debit payment. 
Now you can see why most 
organisations in the US use 
this system. ■

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

1 For more information search the internet for 
‘purchase card’ and ‘name of  your bank’.

2 Visit p-card sites and download free p-card 
procedure manuals.

3 Contact the provider of  your accounts payable 
application and ask for three organisations that are 
using a p-card with your general ledger.

4 Email me at parmenter@waymark.co.nz for a list 
of  p-card better practices.

5 Practise your sales pitch 10 times live before you 
deliver it to senior management (see my earlier 
article on selling change).

Next steps

Ap ANd p-cArd tArgets

the free accounts payable system
In this second article in a series on the accounts payable function, David Parmenter 
explains why your organisation needs a ‘purchase card’

For more inFormATion:

www.davidparmenter.com
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The introduction of a new 
accounting standard or a 
change in an accounting 
standard can have a 
significant impact on an 
entity from an internal 
as well as an external 
perspective. As a result, the 
International Accounting 
Standards Board 
(IASB) has 
recently agreed 
to conduct 
an ‘effects 
analysis’ before 
publishing any 
International 
Financial Reporting 
Standard (IFRS). 

When the IASB issues 
a new or significantly 
amended IFRS, it changes 
the way in which financial 
statements show particular 
transactions or events. 
Changes in reporting 
requirements always come 
with a cost. 

The IASB uses 
discussion papers and the 
‘basis for conclusions’ to 
explain the steps taken to 
ensure that a proposed IFRS 
has taken into account the 
costs and benefits of  the 
new reporting practice that 
it introduces. 

What’s the impact?
The IASB considers a 
variety of  matters prior to 
the issue of  a standard. 
These matters include how 
the changes improve the 
comparability of  financial 
information and the 
assessment of  the effect on 
an entity’s future cashflows. 

Further considerations 
include whether the 
changes will result in better 
economic decision-making, 
the likely compliance costs 

This, in turn, could affect 
how investors vote at a 
shareholder meeting or 
influence their investment 
decisions. New financial 
reporting requirements 
may call for the disclosure 

of  information that is of  
competitive advantage to 
third parties, which would 
be a cost to the entity. 

A change in an 
accounting standard could 
result in some entities no 
longer investing in certain 
assets or change how they 
contract for some activities. 
For example, the comment 
letters on the exposure draft 
on leases suggest that some 
entities would change their 
leasing arrangements if  
operating leases had to be 
shown on the balance sheet 
with ‘adverse economic 
impacts including the loss 
of  thousands of  jobs’. 

Further IFRS-based 
financial statements 
are used in contracts 
or regulation. Banking 
agreements often specify 
maximum debt levels or 
financial ratios that refer 
to figures prepared in 
accordance with IFRS. New 
financial reporting »

Accounting for changes
Graham Holt discusses the IASB’s application of effects analysis to 
new standards and any material changes in existing standards

for preparers, and the 
potential cost for users of  
extracting the data.

On application of  the 
new IFRS, investors will 
be provided with different 
information on which 

to base their decisions. 
Investors’ assessment 
of  how management has 
discharged its stewardship 
responsibilities could be 
changed as could the cost 
of  the entity’s capital. 

▌▌▌NEW REPORTING REQUIREMENTS MAY CALL 
FOR DISCLOSURE OF INFORMATION THAT IS OF 
COMPETITIVE ADVANTAGE TO THIRD PARTIES
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requirements can affect 
those ratios, with potential 
breach of  contracts. Many 
jurisdictions have regulation 
that restricts the amount 
that can be paid out in 
dividends, by reference to 
accounting profit. Further, 
some governments use IFRS 
numbers for statistical and 
economic planning purposes 
and the data as evidence for 
constraints on profitability in 
regulated industries.

Taxation is often 
calculated on the profit 
measured for financial 
reporting purposes. Where 
IFRS is used as the basis 
for income tax, a change in 
a standard can affect the 
tax base. The economic 
consequences of  the link 
of  accounting with tax 
liabilities can be significant. 
If  the US Financial 
Accounting Standards Board 
(FASB) were no longer to 

to prior periods (some 
limited practical 
expedients are available) 

2 retain prior period 
figures as reported 
under the previous 
standards, recognising 
the cumulative effect 
of  applying IFRS 15 
as an adjustment to 
the opening balance of  
equity as at the date 
of  the beginning of  the 
current reporting period.

Further, IAS 8 requires the 
disclosure of  a number 
of  matters about the new 
IFRS. These include the title 
of  the IFRS, the nature of  
the change in accounting 
policy, a description of  
the transitional provisions, 
and the amount of  the 
adjustment for each 
financial statement line item 
that is affected.

Additionally, IAS 1, 
Presentation of financial 
statements, requires a third 
statement of  financial 
position to be presented if  
the entity retrospectively 
applies an accounting 
policy, restates items or 
reclassifies items, and those 
adjustments had a material 
effect on the information in 
the statement of  financial 
position at the beginning of  
the comparative period.

IAS 33, Earnings per 
share, requires basic 
and diluted earnings 
per share (EPS) to be 
adjusted for the impacts 
of  adjustments resulting 
from changes in accounting 
policies accounted for 
retrospectively, and IAS 
8 requires the disclosure 
of  the amount of  such 
adjustments. Where there 
are new accounting policies, 

Some jurisdictions 
require an impact 
assessment before a 
new standard, or an 
amendment to a standard, 
is incorporated into the 
law. Such a review may take 
into account the increased 
administrative burden on 
entities in that country or 
its consistency with local 
company law.

Financial statements
On a micro level, where new 
and revised pronouncements 
are applied for the first time, 
there can be an impact on 
the drafting of  the financial 
statements. The financial 
statements will need to 
reflect the new recognition, 
measurement and 
disclosure requirements. 
For example IFRS 10, 
Consolidated financial 
statements, was amended 
for annual periods beginning 

recognition and measurement. 
The consequences of  this 
amendment will be far-
reaching for those entities.

IAS 8, Accounting 
policies, changes in 
accounting estimates and 
errors, contains a general 
requirement that changes 
in accounting policies are 
fully retrospectively applied. 
However, this does not apply 
where there are specific 
transitional provisions. For 
example, when first applying 
IFRS 15, Revenue from 
contracts with customers, 
entities should apply the 
standard in full for the 
current period, including 
retrospective application 
to all contracts that were 
not yet complete at the 
beginning of  that period. 

For prior periods, the 
transition guidance allows 
entities an option to either: 
1 apply IFRS 15 in full 

▌▌▌WHERE IFRS IS USED AS THE BASIS FOR INCOME 
TAX, A CHANGE IN A STANDARD CAN AFFECT THE TAX 
BASE. THE CONSEQUENCES CAN BE SIGNIFICANT

permit use of  the last-in 
first-out (LIFO) method, 
companies using LIFO 
would have to pay income 
taxes sooner because of  the 
higher cost of  sales under 
LIFO. The impact has been 
estimated to be greater 
than US$80bn if  the tax law 
was not changed. However, 
neither the FASB nor the 

IASB base accounting 
policy decisions on 

tax consequences.

on or after 1 January 
2014. This amendment 
provides an exemption 
from consolidation of  
subsidiaries for entities 
that meet the definition 
of  an ‘investment entity’, 
such as some investment 
funds. Instead, such entities 
measure their investment in 
certain subsidiaries at fair 
value through profit or loss 
in accordance with IFRS 9, 
Financial instruments, or IAS 
39, Financial instruments: 
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the impact on the interim 
financial statements will 
not be as great as on 
the year-end accounts. 
However, IAS 34, Interim 
financial reporting, requires 
disclosure of  the nature 
and effect of  any change 
in accounting policies and 
methods of  computation. 

Entity assessment
The entity itself  should 
prepare an impact 
assessment relating to 
the introduction of  any 
new IFRS. There may be 
significant changes to 
processes, systems and 
controls, and management 
should communicate the 
impact to investors and 
other stakeholders. This 
would include plans for 
disclosing the effects of  
new accounting standards 
that are issued but not yet 
effective, as required by 
IAS 8. Audit committees 
have an important role in 
overseeing implementation 
of  any new standard in 
their organisations. 

For example, under 
IFRS 15, an entity may 
need to evaluate its 
relationships with contract 
counterparties to determine 
whether a vendor-customer 
relationship exists. 
Existing revenue 
recognition 
policies will 
also need to be 
evaluated to determine 
whether any contracts 
within the scope of  IFRS 
15 will be affected by the 
new requirements. 

Where a new standard 
requires significantly 
more disclosures than 
current IFRS, the entity 
may want to understand 
whether it has sufficient 
information to satisfy the 
new disclosure requirements 

expected credit loss model 
for calculating impairment. 
It also supplements the new 
general hedge accounting 
requirements that were 
published in 2013. 

Insurance companies will 
be greatly affected as they 
plan to adopt new standards 
on financial instruments 
and insurance contracts. 
However, before insurers 
reach conclusions about 
how they apply IFRS 9, 
they will want to consider 
its interaction with the 
forthcoming standard on 
insurance contracts.

Accounting standards 
have economic effects, 
which can be beneficial 
for some entities and 
detrimental to others. The 
IASB’s evaluation of  costs 
and benefits are by nature 
qualitative. The quantitative 
effects should be anticipated 
by entities as they are the 
ones that will feel them. ■

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

FOR MORE INFORMATION:

www.ifrs.org

or whether new systems, 
processes and controls 
must be implemented to 
gather such information 
and ensure its accuracy. 
The entity should choose a 
path to implementation and 
establish responsibilities 
and deadlines. This may 
help to determine the 
accountability of  the 
implementation team 
and allow management to 
identify gaps in resources. 

For example, IFRS 
15 requires entities that 
select the full retrospective 
approach to apply the 
standard to each year 
presented in the financial 
statements. This will require 
entities to begin tracking 
revenue using the new 
standard from the current 
period to the effective date 
of  1 January 2017.

Implementation time
A key thing about recent 
standards is that the 
IASB has given entities a 
reasonable amount of  time 
to plan implementation. 
For example IFRS 9, 
Financial instruments, 
has an effective date of  

1 January 2018. However, 
insurance companies will 
need this time to plan 
their implementation. 

The new IFRS 9 standard 
includes revised guidance 
about the classification and 
measurement of  financial 
assets, including a new 
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to Singapore. See tinyurl.
com/singapore-fatca 

electronic returns
The Inland Revenue 
Authority of  Singapore has 
announced that it will accept 
electronic returns from all 
companies, regardless of  
their size, from 2015. It 
added that larger companies 
filing the ‘Form C’ corporate 
income tax form can also 
submit these returns online 
next year. See tinyurl.com/
iras-formc

feedback on liquidity
The Monetary Authority 
of  Singapore (MAS) 
has published public 
consultation contributions 
and its comments regarding 
a draft notice on liquidity 
coverage ratios and 
minimum liquid assets 
requirements for banks. 
The new rules will be 
implemented in a new MAS 
Notice 649. See tinyurl.
com/mas-feedback

HonG konG

derivatives cHanGes
The Hong Kong Monetary 
Authority and Securities & 
Futures Commission have 
amended proposals for 
reporting on securities and 
futures trades regarding 
over-the-counter derivative 
transactions, following 
public consultation. The two 
agencies said respondents 
generally supported phasing 
in mandatory reporting by 
product types. And that 
initial implementation would 
cover only certain types of  
interest rate swaps and non-
deliverable forwards (NDF). 
This would include overnight 

oecd

auto taX info sHares
The Organisation for 
Economic Cooperation and 
Development (OECD) Global 
Forum on Transparency and 
Exchange of  Information for 
Tax Purposes has struck an 
agreement to automatically 
share tax information on 
individuals by the year 2018.

More than 90 countries 
have signed up, with 58 
agreeing to put exchange 
systems in place by 2017. 

The forum members 
also agreed changes to the 
existing global standard on 
the voluntary exchange of  
tax information. 
More at tinyurl.com/OECD-
taxshare 

sinGapore

fatca us deal siGned
Singapore and the US have 
signed a Foreign Account 
Tax Compliance Act (FATCA) 
model 1 intergovernmental 
agreement (IGA) saving city-
state financial institutions 
from striking separate 
tax information exchange 
agreements with the US 
to avoid FATCA-related 
withholding taxes. Under the 
agreement, Singapore-based 
banks and other financial 
institutions will perform 
due diligence checks to 
identify financial accounts 
held by US persons. Such 
data will be sent to the 
Inland Revenue Authority 
of  Singapore, which will 
transmit it to the US Internal 
Revenue Service. Singapore 
and the US are discussing 
a reciprocal FATCA 
arrangement, where the US 
extends similar cooperation 

index swaps, but forward 
rate agreements and foreign 
exchange derivatives (other 
than NDF) would be covered 
in future phases. Hong Kong 
residents will follow the rules 
only after the new system has 
bedded in. The time records 
must be retained will fall 
from seven to five years. See 
tinyurl.com/sfc-derivatives

audit rule concerns
The Hong Kong Institute of  
Certified Public Accountants 
(HKICPA) has raised 
concerns about proposals 
from the International 
Ethics Standards Board for 
Accountants to extend to 
five years cooling-off  periods 
regarding engagement 
partners involved on audits 
of  public interest entities. 
Small and medium-sized 
partnerships would face 
considerable difficulties 
because of  the limited 
ability to rotate among 
partners, the HKICPA has 
argued in a consultation 
paper. See tinyurl.com/
hkicpa-iesba

stamp duty waiver
The Hong Kong 
government’s financial 
services branch has formally 
tabled a Stamp Duty 
(Amendment) Bill 2014 that 
would waive stamp duty for 
the transfer of  shares or 
units of  all exchange-traded 
funds (ETFs). The special 
administrative region is 
trying to boost the number 
of  ETFs listed in Hong Kong 
by reducing their transaction 
costs. The reform would 
build on a 2010 waiver on 
stamp duty for Hong Kong-
registered ETFs tracking 
indices comprising not more 

than 40% in Hong Kong 
stocks – in future those with 
more Hong Kong content 
would also benefit. See 
tinyurl.com/fstb-etf

stock connect advice
The Inland Revenue 
Department of  Hong Kong 
has released guidance on 
how stamp duty will be 
applied to trades made 
under the Shanghai-Hong 
Kong Stock Connect 
programme linking the two 
city’s exchanges. China 
mainland investors making 
purchases in the special 
administrative region 
through the system will 
incur Hong Kong stamp duty. 
However, Hong Kong and 
overseas investors using the 
system to access Shanghai 
stocks will not. See tinyurl.
com/ird-stampduty

cHina

investors’ taX break
Meanwhile, stock purchasers 
from mainland China buying 
Hong Kong stocks through 
the Shanghai-Hong Kong 
Stock Connect scheme will 
be spared personal income 
tax for three years should 
they make any money. The 
Chinese government wants to 
encourage mainland investors 
to buy stocks in Hong Kong 
while the programme is in 
its pilot phase, according to 
a joint statement by China’s 
ministry of  finance, state 
administration of  taxation, 
and the China Securities 
Regulatory Commission. 
There are 264 Hong Kong-
listed companies available for 
mainland investors, while 568 
Shanghai-listed companies 
are being made available for 

Technical update
A monthly round-up of the latest developments in taxation, audit, codes, standards, 
agreements, guidance, proposals and consultations across Asia Pacific
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winvestors from Hong Kong. 
See tinyurl.com/chinatax

fossil fuel tax hike
By contrast, China has 
been increasing its taxes on 
fossil oil-based products, 
using some of  the breathing 
space created by the falling 
price of  crude oil. China’s 
State Administration of  
Taxation and the Ministry of  
Finance raised consumption 
tax for selected refined 
oil products first on 28 
November and again on 12 
December. Consumption 
taxes for petrol, naphtha, 
solvent oil and lubricants 
have been raised to 
CNY1.40 (US$0.20) per litre 
from CNY1. For each litre 
of  diesel, aviation kerosene 
and fuel, consumers will 
now pay CNY1.10 in tax, 
compared with the previous 
CNY0.80. The move is 
designed to improve China’s 
environment and save 
energy. See tinyurl.com/
chinatax

MalaYsia

reporting sYsteM
The Malaysian Accounting 
Standards Board (MASB) 
has issued a comprehensive 
standard on financial 
instruments reporting. It 
includes a classification 
and measurement model; 
a single forward-looking 
‘expected loss’ impairment 
model; and a substantially 
different approach 
to hedge accounting 
compared to previous 
rules. The new system will 
be compulsory for annual 
periods beginning on or 
after 1 January 2018, but 
can be adopted earlier 
voluntarily. See tinyurl.
com/masb-system

translated glossarY
The MASB has issued 
a Malaysian Financial 
Reporting Standards 
(MFRS) glossary in the 

acra issues reViseD cODe OF cONDucT
Singapore’s Accounting and Corporate Regulatory Authority (ACRA) has released 
a revised code of professional conduct and ethics for public accountants and 
accounting entities, to take effect from 1 February. 

The regulator has stressed that the standards will ensure Singapore continues to be 
aligned to international benchmarks.

Key changes include imposing higher standards of  independence for all audits and 
reviews of  public interest entities (PIEs), large charities and large public institutions, 
rather than just listed and public companies as at present. These requirements will 
also cover financial review jobs in future. Also, some Singapore requirements will be 
scrapped and replaced with regulations based on the International Ethics Standards 
Board for Accountants (IESBA) code. This includes local rules banning the provision of  
internal audit and certain information technology systems services to listed and public 
company audit clients. ACRA will adopt IESBA thresholds addressing independence 
risks related to audit fee levels. There will also be new requirements safeguarding the 
independence of  auditors, such as the identification of  a ‘key audit partner’ making 
key audit decisions or judgments, including partner rotation and cooling-off  periods 
for providing non-assurance services. See tinyurl.com/acra-ethics

Bahasa Malaysia language. 
The translated terms are 
designed to help preparers 
and users of  financial 
statements, other interested 
individuals, organisations 
and academia. The 
glossary includes 1,824 
terms, from MFRS 
and the accompanying 

documents, including the 
basis for conclusions, 
illustrative examples and 
implementation guidance. 
See tinyurl.com/bahasa-
glossary

oil tax change
The Malaysian government 
has changed taxation rules 

for the country’s oil and 
gas giant Petronas, so 
that income from marginal 
oilfields are taxed separately 
from its other business 
activities. See tinyurl.com/
mia-petronas ■

Keith Nuthall and Wang 
Fangqing, journalists
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process between finance and 
the other departments.’ 

While the profession 
has started to move in this 
direction, he argues, the 
move should be even faster. 
‘It’s something that everyone 
should do, considering the 
competitive advantage it 
provides,’ he says. 

Yang’s desire to promote 
greater involvement in 
decision-making at every 
level reflects a general 
professional development 
trend already reported at the 
top levels. A recent global 
survey by Accenture showed 
that 73% of  respondents 
believe the CFO’s influence 

When Sean Yang joined 
AXA Insurance Singapore 
in August 2014 as finance 
director, the insurer was 
just starting its annual 
strategic planning exercise. 
The exercise was the 
perfect opportunity for the 
35-year-old to get a better 
understanding of his new 
company’s long-term goals 
and strategies, offering a 
strong base to help him 
play his role in business 
partnering. 

‘Moving from a traditional 
accountant role to a much 
greater business partnering 
role is one of  the big 
challenges of  our profession 
right now. But this is of  the 
utmost importance because 
in today’s increasingly 
competitive environment, 
having an edge is paramount 
and you can’t achieve that 
if  you are working in silos. 
It’s about making business 
decisions in a more holistic 
manner,’ Yang says. 

‘Traditionally, 
accountants have focused 
on financial reporting. 
In a progressive finance 
function, accountants 
will validate what the 
business needs, but in a 
true business partnering 
sense, accountants need 
to transform themselves 
by being drivers and key 
stakeholders in the business 
agenda,’ he adds. ‘They 
need to come to the table, 
not just trying to understand 
how the plan will impact 
financials, but they also 
need to be ready to discuss 
and suggest different 
ways to achieve better 
outcomes and ultimately the 
company’s goals. It should 
be more of  an interactive 

in supporting strategic 
decision-making has 
increased in the past two 
years with 61% reporting 
that the CFO’s influence in 
business partnering has 
grown, and 60% saying 
the CFO’s influence in 
providing insightful analytics 
has risen.  

Change of  mindset
Yang argues that ‘every 
position’ in finance needs 
to play a greater business 
partnering role. Accountants 
need to be ‘more well 
versed’ in the longer-term 
financial implications 
of  business decisions in 

order to be able to offer 
holistic solutions that meet 
the needs of  the wider 
organisation. Moving away 
from simply reporting and 
processing will require 
a change of  mindset, 
but ‘once accountants 
understand more about the 
business it becomes a very 
progressive cycle’, he says.  

Yang believes that 
young graduates are 
now being gently coaxed 
into embracing this new 
vision, with more elements 
of  business partnering 
embedded in university 
course modules. ‘I think 
that there could be 

New vision
Accountants must learn to embrace business partnering, says 
Sean Yang, finance director at AXA Insurance Singapore 

2014
Finance director, AXA Insurance 

Singapore; responsible for finance 
and regulatory reporting, and  

finance operations

2012
Head of department, performance 
management, CFO division, Prudential 
Assurance Company, Singapore

2009
Head of financial reporting, Prudential 
Assurance Company, Singapore

2008
Manager, department of professional 
practice, KPMG in Singapore

2006
Audit manager, financial services, EY, 
London, UK

2004
Audit assistant manager, financial services, 
KPMG, London, UK

2002
Audit, financial services, KPMG  
in Singapore
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general courses setting 
the grounding and basics 
into what creates effective 
business partnering,’ 
he says. 

Yang started his 
professional career with 
KPMG Singapore which 
offered him a graduate 
role based on his ACCA 
Qualification. He was at 
the same time pursuing 
a Bachelor of  Science in 

applied accounting. ‘It was 
a typical graduate role in 
audit, performing audits 
of  insurance companies, 
and since then it’s been 
insurance all the way,’ Yang 
recalls. After two years at 
KPMG Singapore, he moved 
to KPMG London to gain 
overseas exposure. ‘My 
ACCA Qualification was a 
big plus for my international 
mobility because it was 

immediately recognised,’ 
he notes, modestly omitting 
that he had qualified in 
2002 with a first world 
placing (highest mark 
worldwide) on his  
ACCA 3.6 Advanced 
Corporate Reporting. 

After two years at KMPG 
in London, Yang moved to 
EY. ‘They came with a strong 
proposition to significantly 
grow their business in 

London and I wanted to be 
part of  that ambitious plan,’ 
he explains. But for family 
reasons, Yang had to return 
to Singapore and decided 
to go back to KPMG, even 
though EY also offered to 
transfer him back. ‘I had had 
a very good mentor in my 
early years at KPMG and he 
asked me to join him in his 
new department,’ Yang says.  

Having the right mentor 
is essential to having a 
successful career, Yang 
says, because your personal 
development will be 
‘significantly influenced  
by whom you closely 
interact with.’ »

▌▌▌’my acca qualification was a big plus  
for my international mobility because  
it was immediately recognised’
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done differently and it can 
give you a lot of  ideas on 
best practices. In my case 
it really wasn’t a planned 
career path, but it has 
certainly helped me. That 
said, I don’t think there is 
a right career path; much 
of  it depends on one’s 
personal drive.’ 

Audit’s focus on financial 
reporting and the controls 
leading up to such numbers 
led Yang’s interest in moving 
to the commercial side 
at Prudential Singapore, 
where he would be better 
able to drive business in a 
compliant and transparent 
manner. Yang recalls his 
five years at Prudential as 
‘very enriching. 

‘Performing financial 
analytics and getting 
involved in many business 
decisions, offering 
contributions both from 
a finance as well as 
strategic perspective, 

For Yang, a good mentor 
is ‘someone who will not be 
shy in giving constructive 
criticism. Someone who 
has the time and patience 
to advise you, share with 
you what needs to be 
done, but also explains the 
process and why it should 
be done.’ 

Today, Yang tries to 
play a similar mentorship 
role with his 25-member 
team. ‘How I enable them 
to succeed is one of  the 
things I’m working on now 
because, to me, only when 
they succeed can I succeed. 
It doesn’t go the other way 
around,’ he notes. 

Yang believes his 
experiences with two of  
the Big Four accountancy 
firms have prepared him 
well for his current role, 
‘The Big Four give you a 
lot of  exposure to a lot of  
different clients. You get to 
see the same thing being 

helped develop and 
strengthen my skillsets,’ 
he says. Such areas 
included retention and 
encouragement of  
sustainable distribution 
growth, and also working 
closely with various key 
stakeholders on insurance 
performance, he says. 

‘Be a driver’
‘You should always be a 
driver and never take the 
back seat. Whether you’re a 
leader or a team member, 
you have something to 
contribute,’ he adds. 

Beyond partnering 
business, Yang believes 
that another big challenge 
for the profession right 
now is making sense of  
real-time information and 
convincing boards that they 
need to invest sufficiently 
in infrastructure to back up 
this important plank of  the 
finance function. 

‘You need to make 
sure you are getting the 
right information on time, 
before it is outdated for 
your business decisions, 
and that the information 
is granular enough to give 
you a certain deep dive into 
the details. But at the same 
time, there is such a thing 
as too much detail if  not 
aggregated at the proper 
level,’ he notes. 

‘With the right level 
of  information and with 
speed,you are then able to 
spend more time to drill 
down to understand the 
underlying business drivers 
and also provide better 
analytics,’ he says.  

Yang notes that AXA 
Insurance Singapore 
has been investing in its 
accounting infrastructure, 
recently upgrading its 
core accounting system. 
‘And there are various 
areas we will continue 
to invest in to remain 
relevant and competitive,’ 
he adds. ■

Sonia Kolesnikov-Jessop, 
journalist

1969
AXA has been present in Singapore since 
1969 and is now the second-largest general 
insurer in the city-state.

€91.2bn
Revenue in 2013 (worldwide).

€4.7bn
Earnings worldwide.

€1.113 trillion
Assets under management as at 
31 December 2013 (worldwide).

157,000
Employees worldwide.

570
Employees in Singapore.
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▌▌▌‘the Big Four give you a lot oF exposure  
But i don’t think there is a right career path; 
much oF it depends on one’s personal drive’

axa insurance singapore
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Making the connection
The importance of networking and communication for finance professionals and their 
peers working in Greater China cannot be underestimated, as Arthur Lee explains

One of the many benefits of 
being a finance professional 
in Greater China is the 
opportunity to take a 
repertoire of skills and use 
them to further the growth 
of a business. Last quarter, 
I was humbled to see how 
much my colleagues and I 
were rewarded for the efforts 
we put into our Hong Kong 
initial public offering. 

Last September, 
CGN Meiya 
Power raised 
over US$200m, 
with both retail 
and institutional 
tranches 
oversubscribed – 
the former by 

500 times. We have several 
high-quality investors as our 
cornerstone and recognition 
that, as a business focusing 
on clean energy, we 
continue to attract a great 
deal of  interest from the 
investment community.

To get to this point was 
not without challenges. We 
chose to list at a time when 
market conditions were 

not optimal, and many 
potential investors did 
not fully understand 
that our business – a 
unit of  China General 
Nuclear Power Corp 
– focuses on non-

nuclear clean energy. 
Communicating 

our strategy to the 
investment community 
was key to getting the right 
investors on board. Our aims 
for the future are to expand 
our portfolio of  clean energy 
projects in China, as well 
as to bring clean initiatives 
into other parts of  the 
world where there is a move 
towards non-fossil fuels.  

Achieving those aims 
requires continued 
communication within the 
investment community and 
support from professionals 
within the business as well 
as external stakeholders. 
The importance of  support 
and networking as a finance 
professional working in 
Greater China can’t be 
underestimated; through 
sharing our experiences with 
our peers, we develop and 
grow as finance experts, and 
the ability to meet and learn 
is something at which  
ACCA excels.

I have been involved 
with the ACCA Hong Kong 
committee since 2010; over 
the years I have served as 
chair for mainland affairs 
and have been involved in 
the professional network, 
student affairs and the SME 
sub-committee. Now, as vice 
chair, I work closely with staff  
in delivering professional 
events, including mentoring 
for young and ambitious 
students.

Through these myriad 
events, I have benefited 
greatly from surrounding 
myself  with seasoned and 
talented professionals who 
are able to offer advice and 
insight. What I learn from my 
fellow finance professionals 
gives me a great deal of  
assistance in my daily work; I 

am able to adapt what I glean 
from these conversations 
and apply them to what I do. 
For example, back in 2012 
when I was helping to chart 
my company’s strategy, we 
applied a portfolio review 
to each individual asset – 
something I considered after 
frank conversations at a 
networking event I attended. 

It cuts both ways, though. 
While I appreciate the advice 
of  finance professionals 
who have accumulated a 
wealth of  experience and 
skills over the years, I share 
my own skillset with my 
peers as well as young 
professionals. Mentoring is 
something that ACCA Hong 
Kong encourages, and I am 
not alone in remarking on 
how rewarding it is to witness 
the professional growth of  
young members. One of  
my proudest moments was 
when I learnt that my protégé 
passed all their ACCA exams 
and became a graduate. 

It is always exciting to see 
dedicated students put their 
efforts into becoming part 
of  ACCA and contributing to 
the future of  the profession 
in Hong Kong. Not only that, 
these are the individuals 
who will, one day, be leading 
finance teams and advising 
businesses on how to raise 
funding and promote long-
term sustainable growth. 
I, for one, look forward to 
seeing how the finance 
professionals of  tomorrow 
will rise to the challenges of  
doing business. ■

Arthur Lee is assistant 
president and director of 
investor relations, CGN 
Meiya Power Holdings, and 
vice chair, ACCA Hong Kong 
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For Chun Wee, the 
technology sector offers 
as many solutions as it 
does valuable lessons in 
accommodating risk and 
remaining agile. ‘In today’s 
environment of  innovation,’ 
he said, ‘you need to be 
quick on your feet.

‘Every business is 
vulnerable to disruptive 
technology, no matter how 
big they are,’ he cautioned. 
‘What edge do big companies 
have over small ones using 
technology effectively?’ 

Illustrating precisely this 
predicament, Chun Wee 
cited the demise of  once 
seemingly unshakeable 
brands such as Nokia, and 
the UK’s Blockbuster video 
stores unceremoniously 
usurped by online successor 
NetFlix. The lesson for 
CFOs, he said, is to remain 
receptive: ‘Accountants 
need to invest in creative 
thinking – perhaps the 
biggest risk is standing still 
and doing nothing.’

Big data, its applications, 
opportunities and fallibilities 
were central to the morning’s 
second presentation, 
delivered by Dr Chen Xiangli, 
vice president and chief  
technology officer of  GE 
China. ‘The internet has 
changed our behaviour, but 
I say the next 10 years will 
be the era of  the industrial 
internet,’ he began. 

For Chen, that means 
refining technology and 
machines to harness the 
kind of  big data far beyond 
the capabilities of  the 
consumer internet. The 
implications for efficiency, 
he suggested, would be 
huge. By extension, of  
course, that means savings, 

As continued economic 
growth in the Greater China 
region, globalisation and 
rapid technological advances 
continue to infiltrate all 
facets of business, the CFO 
summits in Shanghai and 
Hong Kong sought to address 
how the CFO’s landscape, 
outlook and role are in a 
state of flux, and how CFOs 
should be responding.

Shanghai summit
ACCA chose the Shangri-La 
hotel in Jing’an Kerry Centre 
as the venue for its annual 
Shanghai Summit. Almost 
500 delegates attended the 
one-day event, spanning 
CFOs, CEOs, CIOs and 
senior marketing executives.

In taking ‘CFO leadership: 
shape the future’ as its 
theme, the Shanghai 
conference sought to inspire 
today’s CFOs not just to 
realise their potential, but 
redefine the very parameters 
of  their role. Recent years 
have seen the incorporation 
of  digital technologies 
and tools into all facets of  
business, and this was a 
recurring theme in many of  
the speakers’ presentations.

ACCA’s China CFO summit 
chair, Quin SQ Thong, 
FCCA, introduced the day’s 
programme of  talks, panels 
and networking, joined on 
stage by Ada Leung, head of  
ACCA China, and David Ko, 
senior partner at KPMG, the 
event’s co-organiser.

First to address delegates 
was Chiew Chun Wee, head 
of  policy, Asia Pacific, ACCA. 
He cited developments 
in technology as both an 
inspiration and an example 
from which financial 
professionals must learn. 

margins and growth: all core 
concerns for CFOs. Chen’s 
insights into what makes a 
great leader were similarly 
inspiring: ‘Diversity and 
inclusiveness matter,’ he 
said. ‘You have to be global, 
tolerant of  different cultures 
and, most of  all, open.’

Expanding on these 
ideas, Peng Jiajun, research 
academy head at Haier 
Group, proposed a radical 
rethink of  the CFO acronym. 
‘‘C’ has moved from 
control, capital and costs 
to collaborator,’ he began. 
‘‘F’ needs to stand for future 
value, and ‘O’ for openness.’ 

Peng was joined by Luo 
Zhongxiao, CFO of  Five Star 
Holdings, Wu Dawei, CIO 
of  JuneYao Group, and Xu 
Wei, IT director of  Shanghai 
University, in examining the 
influence of  the internet 
on traditional industries, 
and most pertinently, its 
implications for CFOs.

Wu believes that, rather 
than ousting people, 
technology can play a 
collaborative role. ‘To cite a 
relatively recent integration 
of  this kind, look to 
[founder and chairman of  
Alibaba Group] Jack Ma. 
Yes, machines do the work, 
but the spark is human… 
Only when the internet 
creates value can we call 
it meaningful.’

Peng echoed the 
sentiment: ‘Resource doesn’t 
mean how much you have, 
it’s how much you can use. 
The important thing is to be 
able to use technology. For 
example, at Haier, we used 
to have 1,000 staff  working 
in finance. Now it’s just 200.’ 
He went on to explain how 
those 800 or so ‘liberated’ 

individuals were repositioned 
to management accounting. 
‘Human creativity, value, 
risk-taking and innovation 
cannot be replaced by a 
machine. Rather, we need 
to interrogate our business 
processes to create value… 
[to] increase efficiency while 
reducing costs.’

The overwhelmingly 
positive Shanghai summit 
offered much to inspire 
the delegates. Despite 
their varied experiences, 
approaches and examples, 
speakers delivered a clear 
message: to retain agility 
and edge, business leaders 
must facilitate creativity, 
and encourage innovation. 
For CFOs in particular, that 
implies a redefining of  the 
parameters of  their role, and 
a smashing of  that outdated 
penny-pinching stereotype 
– or as Chiew Chun Wee put 
it, ‘Break out of  the mould, 
be strategic, be that exciting 
CFO, be that leader.’

Hong Kong summit
The Hong Kong CFO summit, 
meanwhile, attracted more 
than 130 top CFOs and 
senior finance leaders from 
prominent organisations, 
with keynote speaker and 
panellists sharing their 
insights to inspire the 
participants to rethink and 
redefine the roles of  CFOs 
and the finance function for 
future success.

Setting the summit’s 
agenda, May Law, director, 
Asia Pacific, ACCA, said: 
‘More CEOs rely on CFOs 
for their insights to drive 
success. CFOs have become 
the catalysts for growth and 
the finance function needs to 
be smarter.’ Conference » 

Keeping CFO fingers on the pulse
Greater China’s two recent CFO summits in Shanghai and Hong Kong took the twin themes of 
‘CFO leadership: shape the future’ and ‘business success and future finance – the way ahead’

60 ACCA | CFO SummitS

ACCOuntinG And BuSineSS



▲ shanghai listens
Delegates hear a presentation 
in the crowded auditorium

▼ Cfo role evolution
Peng Jiajun of Haier Group 
redefined the CFO acronym

▲ teChnology rules
Chen Xiangli of GE China said 
big data has huge potential

▲ smes versus big hitters
ACCA’s Chiew Chun Wee questioned the edge that big companies 
could now have over smaller ones using technology effectively
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▲ up to speed
William Lo, FCCA, executive 
director of finance, Airport 
Authority Hong Kong, said 
CFOs should keep up with 
the fast-changing world

▲ next challenge
Ross O’Brien, chief economist, 
Hong Kong, The Economist 
Group, gave a keynote speech 
on Asia business leadership 
and globalisation’s ‘next lap’

▲ collaboration call
Panellists share insights of how an effective working relationship 
between CFO, CMO and CIO can improve business performance

▼ change agent
May Law, director, Asia 
Pacific, ACCA, said today’s 
CFO can play a leading role 
as a ‘catalyst of growth’
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chairman Quin Thong then 
said the speakers would 
explore the new mindset and 
skillsets required as CFOs 
move from their traditional 
role to one focused on this 
catalysing growth.

Asia was gearing 
up for the ‘next lap’ of  
globalisation through active 
trade and investment in such 
developing regions as Africa, 
the Middle East and Latin 
America, said Ross O’Brien, 
chief  economist, Hong Kong, 
The Economist Group in 
his keynote address. ‘Asia 
continues to drive global 
growth and has recorded 
6% GDP growth. The region 
rises precipitously and will 
soon account for 50% of  the 
world’s output.’

Jamie Lyon, head of  
corporate sector, ACCA, 
shared some preliminary 
results of  a 2014 survey of  
nearly 1,700 ACCA and IMA 
members: CFOs expected 
to become more involved 
in strategic support and 
rebalance their traditional 
role with one focused on 
driving business growth. 

In a one-to-one dialogue 
with Chiew Chun Wee, 
William Lo FCCA, executive 
director of  finance, Airport 
Authority Hong Kong, looked 
at the evolving role of  a CFO 
in a public organisation. 
‘We balance the public 
interest with the enterprise’s 
one, and the balance can be 
delicate and change often,’ 
Lo said. ‘Our strategic intent 
is the wellbeing of  society 
as a whole.’

On the evolving skillsets 
for the future finance 
leadership, Lo said the 
priority was to keep up 
with the change and be the 
change agent. ‘We need a 
wide perspective and global 
views in our role to drive 
growth. With globalisation, 
opportunities may shift to 
competitors. We need an 
open mind, an objective view 
of  business opportunities 

and to be flexible while 
retaining financial discipline.’

Panel speaker Catherine 
Yu FCCA, vice president 
and regional controller, Asia 
Pacific and China, Herbalife 
Asia Pacific, advocated 
more open communication 
between divisions on 
technological changes. ‘The 
finance function needs more 
critical understanding to 
leverage new technologies 
effectively. CIO and CFO 
should work together 
and reach out to different 
departments to understand 
the technological needs.’

Multiple inputs
Fellow panellist, Bonnie Chan, 
chief  financial officer, IBM 
China/Hong Kong, agreed 
that the role of  the finance 
function is collaborative. 
‘Everyone in the company 
should contribute to reap the 
benefits of  data analytics. For 
example, taking in different 
information sources – such 
as marketing or finance data 
– to do an all-round analytics 
forecasting for the company 
instead of  using historical 
financial data alone,’ she said.

Andrew Sampson, Hitachi 
Data Systems’ vice president 
for innovation in Asia Pacific 
and general manager for 
Hong Kong and Macau, 
endorsed that view, saying 
CFOs could capitalise on the 
opportunities that the rise of  
technology offers by being 
part of  the overall strategy. 
‘CFOs need to be on top of  
new technologies,’ he said. 
‘However, they also need to 
leverage their understanding 
of  the company’s operation 
and business environment 
when it comes to issues 
such as the adoption of  
cloud and big data.’

Speaking on the same 
panel, Dennis Tan, executive 
vice president and chief  
financial officer, DHL Express 
Asia Pacific, noted: ‘There 
will be cross-functional 
collaboration led by finance. 

This role evolution will see 
finance move on to business 
partnering and contribute 
to customer relations and 
company strategy.’

Michael Leung, chief  
information and operations 
officer, China CITIC Bank 
International, envisaged 
a transformation from 
accounting to a knowledge 
focus. ‘Data would become 
wisdom,’ he said. ‘By 
thoroughly understanding 
the data, the finance function 
can make recommendations 
and help their companies 
make strategic decisions.’

Bruce Lam, chief  
marketing officer, CSL 
Mobile, noted that the 
cooperation between CFO 
and CMO was essential: ‘The 
challenge is that both jobs 
have different KPIs. They 
need to make compromises. 
Although the CFO, CEO and 
CMO of  a company may have 
diverse views, they all work 
towards a common goal.’

Kenneth Ho FCCA, chief  
financial officer, The Swatch 
Group (Hong Kong), thought 
that a mutual understanding 
of  each other’s KPI was vital 
for the CFO and CMO. ‘These 
KPIs should automatically 
come up so that both will 
be on the same page. For 
the finance function, we see 
upstream and downstream, 
beyond just marketing.’

Empathy figured strongly 
in the closer CFO and CMO 
collaboration, said Roslyn 
Pineda, senior marketing 
director, Asia, Sony Music 
Entertainment. ‘We need 
to understand the other 
side’s thinking. It would be 
ideal for finance people to 
attend important marketing 
presentations. The more 
opportunities we give them 
to understand our goals, the 
more they can support [us].’

A sound corporate culture 
helps enhance a company’s 
sustainable performance, 
and CFOs play a lead role 
in shaping it, according 

to Natalia Seng, CEO, 
China and Hong Kong and 
executive director of  Tricor 
Group/Tricor Services. ‘A 
sound corporate culture 
begins with staff  education. 
We need to get staff’s buy-in 
to safeguard such assets as 
reputation,’ she added.

Meanwhile, Jennifer Tan 
FCCA, COO of  Hutchison 
Telecommunications Hong 
Kong Holdings, thought the 
CFO needed to be in the 
senior management to help 
establish the KPIs. ‘There 
should not be just one set of  
KPIs. We need to have KPIs 
at secondary levels. They 
should include checks and 
balances that would make a 
company sustainable.’

To make corporate culture 
work well, said Robert Woll, 
partner at Deacons, CFOs 
should align incentives for 
managers and employees, 
and ensure they do not create 
subcultures: ‘CFOs and other 
leaders should take a holistic 
approach to compensation 
and incentive structures to 
ensure employees’ behaviour 
is in line with the overall 
values of  the company.’

Delivering the summit’s 
closing address, Fergus 
Wong, chairman, ACCA Hong 
Kong 2014-15, acknowledged 
that it was critical for CFOs to 
have seamless collaboration 
with CIOs to use technology 
for innovation. Cooperation 
helped to deepen an 
understanding of  customer 
data to drive value through 
enhanced customer 
experience and more effective 
insight channelling. 

‘A key responsibility of  
the profession is to manage 
business risks, support 
strategic long-term value, 
and control the organisation. 
These are difficult but very 
important priorities for CFOs 
and the finance function,’ 
Wong concluded. ■

Reporting by Frances Arnold 
and Wilson Lau, journalists
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The corporate governance 
(CG) principles set out 
by the Organisation for 
Economic Co-operation and 
Development (OECD) have 
become too complex and too 
detailed, says ACCA.

ACCA, led by its Global 
Forum for Governance, Risk 
and Performance, responded 
to a public consultation by 
the OECD on its Principles 
of  Corporate Governance, 
supporting the overarching 
aim to ‘contribute to 
economic efficiency, 
sustainable growth and 
financial stability’.

The principles have a 
significant influence on the 
development of  countries’ 
requirements and codes. 

The latest review, however, 
misses the rare opportunity 
to restructure into fewer 
high-level principles which 
are globally applicable and 
have a longer shelf  life. 

These could be supported 
by more detailed and more 
regularly updated guidance 
on implementation relevant 
to different markets.

Adrian Berendt, chair 
of  ACCA’s Global Forum 
for Governance, Risk and 
Performance and co-
author of  the consultation 
response, said: ‘We believe 
the overarching purpose of  
corporate governance is to 
ensure that an enterprise 
achieves its specified 
objectives, often creating 

long-term, sustainable 
value – for society and 
environmentally as well as 
economically. This statement 
could be made stronger in 
the revised principles.

‘ACCA expected this 
revision to take into 
consideration corporate 
culture and was surprised 
there were so few references 
to behaviours, ethics and 
public interest. These areas 
are challenging but should be 
addressed by the principles.’ 

Berendt added: ‘There 
is increasing emphasis 
on ethical behaviour and 
culture in financial services, 
but OECD has missed the 
opportunity to address these 
issues in the guidance.’ ■

OECD CG principles ‘need work’
More needs to be done to make the OECD’s revised corporate governance principles 
simpler and globally relevant, says ACCA in its response to the public consultation

▲ stopping short
Adrian Berendt said the revised 
principles had overlooked 
some areas of corporate culture
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To help new members 
to achieve success on their 
career path, a senior career 
development consultant 
from Beijing New Elite 
Development Career, Zhang 
Xi, gave a talk to share her 
professional knowledge. 

Zhang Xi used modules 
to help the participants to 
understand their advantages 
and disadvantages, and 
inspired them to think about 
their future career path. 
More than 90 members and 

beijing

The 100Th universiTy 
parTnership signed
ACCA’s development in 
China passed a milestone 
on 18 December, when 
the Beijing Institute of  
Petrochemical Technology 
(BIPT) signed up as the 
100th university to partner 
with ACCA. 

According to the 
agreement, BIPT will 
develop an ACCA accounting 
degree class, embedding 
the ACCA syllabus into this 
bachelor curriculum. 

BIPT was established 
in 1978 by the central 
government and Beijing 
municipal government. The 
higher education institute 
names engineering as its 
key discipline, but is actively 
exploring the development 
of  other disciplines such as 
economics, management, 
arts and accounting as a 
future mainstay.

According to the dean 
of  BIPT, more than 20 
students will be selected 
and admitted to the first 
ACCA class, to be held 
in a classroom designed 
specifically for the students. 

To help ensure the ACCA 
programme is successful, 
the university president will 
sponsor a scholarship for 
ACCA students.

guangzhou

new MeMber 
recepTion
The new member reception, 
held in November at 
Four Seasons Shenzhen, 
welcomed members to the 
ACCA family and promoted 
the value of  membership.

guests were present at the 
reception. 

professional experT 
foruM gaThering
The second ACCA China 
Professional Expert Forum 
gathering was held on 22-23 
November in Guangzhou, 
attended by 52 senior 
members from companies 
including MNCs, SOEs and 
the Big Four firms. 

The forum was set up to 
promote public value, as 

well as to share insight and 
practical experience with 
industry stakeholders. 

Over the past year, more 
than a dozen Professional 
Expert Forum members gave 
keynote speeches at events 
organised by the Shanghai/
Shenzhen Stock Exchange, 
National Accounting Institute, 
China Capital Market Institute 
and business schools.

The event included a day’s 
training and a half-day group 
competition. ■

ACCA makes history in Beijing
BIPT marks a pivotal moment for ACCA Beijing as it becomes the 100th higher education 
institute to sign a partnership with ACCA; new members attend a welcome reception

▲ value creaTors
Members of the China 
Professional Expert Forum 
at the second gathering

◄ fine deTail
Forum members make the 
most of the opportunity to 
network and discuss issues
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ACCA in master’s first

ACCA and the University 
of London are to offer a 
master’s programme to 
all ACCA students and 
members. It is the first 
time an accountancy body 
has joined with a university 
to enable students 
around the world to gain 
a master’s degree and a 
professional accountancy 
qualification at the same 
time.

ACCA chief  executive 
Helen Brand said: ‘We are 
delighted to be the first 
professional accountancy 
body to be able to deliver 
this type of  programme. 

Providing global access 
to a prestigious master’s 
qualification as part 
of  ACCA’s professional 
qualification will offer our 
students and members the 
opportunity to enhance their 
employability even further.

‘We know that employers 
in many markets place a 
very high value on finance 
leaders having both a 
professional and a master’s 
qualification. We also know 
that the ACCA Qualification’s 
flexibility and portability 
are big factors for students 
when making their decision 
about which path to take. 

ACCA and the University of  
London have just increased 
that access and flexibility.’

The programme will use 
modern online tools and 
interactive learning activities 
in addition to offering a 
range of  learning support 
available through UoL’s 
well-established community 
of  teaching institutions and 
online tutors.

The master’s programme 
will be available from early 
2016. Further details 
relating to the routes 
for ACCA students and 
members will be made 
available in March 2015.

University of London and ACCA to deliver the first ever master’s 
course integrated with a professional accountancy qualification
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AboUt 
ACCA
ACCA is the global 
body for professional 
accountants. 
We aim to offer 
business-relevant, 
first-choice 
qualifications 
to people of  
application, ability 
and ambition around 
the world who seek a 
rewarding career in 
accountancy, finance 
and management. 
We support our 
170,000 members 
and 436,000 
students throughout 
their careers, 
providing services 
through a network 
of  91 offices and 
active centres. 
www.accaglobal.com 

5.7%
An ACCA report has 
found that 5.7% of  
employees in high-income 
countries have the 
potential to undertake 
entrepreneurial activity. A 
new breed of adviser for the 
modern-day enterprise can 
be downloaded at www.
accaglobal.com/ab/154

▲ seal of approval
Left to right: David McGraw, financial director functions, RBS; 
Craig Vickery, head of ACCA Scotland; and Victoria North, 
director Global Finance Services, RBS

RBS has been awarded 
global accreditation for 
trainee and professional 
development. Receiving 
the award, Victoria 
North, RBS’s director 
global finance services, 
said: ‘My global 
leadership team and 
I are delighted RBS 
has been awarded 
global platinum status, 
meaning that regardless 
of location, you know 
RBS provides the 
highest standards to 
support you with your 
studies or continuing 
your professional 
development.

‘This is extremely 
important,’ added North, ‘as we have teams based in several locations who can now 
take advantage of  the benefits of  being an ACCA Approved Employer.’

To gain the necessary approvals, RBS in India, Poland, Scotland and Singapore 
provided corroborations from their ACCA students and members.

Craig Vickery, head of  ACCA Scotland, said: ‘Gaining global accreditation for trainee 
and professional development shows the commitment RBS has to developing its staff. 
ACCA looks forward to further developing this relationship to assist RBS to create 
finance professionals across the world.’

rbs pICks Up gLobAL trAInIng AwArd
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Get verifi able cpd 
units by reading 
technical articles

FUTURE LEADERS
ACCA HOSTS CFO SUMMITS IN GREATER CHINA 
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OUTLOOK
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