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Focus on communication, not compliance

In recent times, disclosure 
in the context of fi nancial 
reporting has come 
under the spotlight of the 
profession and standard-

setting bodies. One of the keys concerns raised is there 
is too much irrelevant disclosure due to excessive use 
of boilerplate text and ticking off a checklist, as well as 
disclosures that are not focused on the main issues.

It appears that preparers of fi nancial statements sometimes 
err on the side of caution and include everything in the 
disclosures to avoid being asked by the regulator to restate their 
fi nancial statements, or risk any disagreements.

It is in this context that moves are afoot to improve the quality 
and effectiveness of disclosure. The Malaysian Accounting 
Standards Board (MASB) is planning to tweak the disclosure 
requirements and will soon be releasing narrow-scope 
amendments to the Malaysian Financial Reporting Standards 
(MFRS) and the Financial Reporting Standards (FRS), dealing with 
issues concerning disclosure and professional judgment.

When fi nalised, the amendments will mark the completion of 

the fi ve narrow-focus improvements to disclosure requirements 
identifi ed by the International Accounting Standards Board 
(IASB) in a forum in 2013.

Last December, the IASB issued amendments to IAS 1 
Presentation of Financial Statements as part of what it called its 
major initiative to improve presentation and disclosure in fi nancial 
reports. The amendments were designed to encourage companies 
to apply professional judgement in determining what to disclose 
in their fi nancial statements. It is hoped that the amendments will 
see a behavioural change in all parties to ensure that fi nancial 
statements are regarded as tools of communication rather than 
compliance. Check out our article on this issue on page 16.

You can also read about how Datuk Nur Jazlan Mohamed 
FCCA, chair of Malaysia’s Public Accounts Committee and ACCA 
global committee member, is seeking to improve the public 
sector’s fi nance skills on page 12.

And, as spring is around the corner, we have taken the 
opportunity to refresh and brighten our cover and pages to 
refl ect ACCA’s new brand identity.

Lee Min Keong, Malaysia editor, abeditor@accaglobal.com
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▲ Academy honour
PwC’s Martha L Ruiz 
has been named 
co-leader of balloting 
at this year’s Oscars. 
The firm has overseen 
the Academy Awards 
process since 1935

▲ Purchasing power
Hong Kong Securities 
and Futures Commission 
chairman Carlson Tong 
Ka-shing says that the 
SFC may buy its own 
offices in a bid to cut 
down on rental costs

► Fast-food first
UK-born Steve 
Easterbrook has 
become the first non-
US CEO of food chain 
McDonald’s, following 
the departure of 
Don Thompson

► Battle for breath
Beijing plans to shut 300 
companies this year to 
help reduce choking air 
pollution in the Chinese 
capital, the official Xinhua 
news agency reported
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▼ Online boost
Alibaba Group CEO 
Jack Ma announced the 
creation of a HK$1bn 
fund to enable Hong 
Kong’s entrepreneurs to 
tap into the mainland 
e-commerce marketplace

▼ Firm friends
Unilever CEO Paul 
Polman says that the 
company still enjoys 
’good relations’ with  
UK supermarkets, 
despite reports of 
supply-chain clashes

◄ On the hoof
Singapore’s Chinatown 
celebrates the incoming 
Year of the Goat. Much 
of this year’s festive 
merchandise has 
involved the animal’s 
woolly cousin, the sheep
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News round-up
China loses out to US as top choice in global investment market, demand for Australian 
coal grow in Asia and ability of accounting researchers is called into question

CEOs favour US 
China has fallen behind the 
US as the most favourable 
place for investment for the 
fi rst time in fi ve years. A PwC 
survey of CEOs globally, 
released in January at the 
World Economic Forum in 
Davos, Switzerland, suggests 
growing confi dence in the 
US economy at a time when 
China’s growth is slowing. 
Dennis Nally, chairman of 
PwC International, noted ‘a 
movement to economies that 
offer some degree of stability 
from a business investment 
point of view,’ adding that 

this was ‘an interesting trend 
(away) from what we’ve seen 
in the past.’ The survey also 
revealed that CEOs put over-
regulation, cited by 78%, 
top of the list of threats to 
companies, which is ‘without 
question the highest level 
we’ve ever seen in the survey 
to date,’ Nally said. 

Dollar peg stays 
The fi nancial fallout following 
the Swiss franc’s shock 
withdrawal from its link with 
the euro underscores why 
Hong Kong will not abandon 
its peg with the US dollar, 

Financial Secretary John 
Tsang affi rmed at the Asian 
Financial Forum 2015, held 
in Hong Kong. He conceded 
that 2015 will be a challenging 
year, ‘but our safeguard in Asia 
will remain strong’. The Asian 
economies are strong, he 
said, and China, even though 
growing less robustly at about 
7%  – has growth that ‘any of 
the more advanced economies 
would die for. That is really 
the major driving force now,’ 
Tsang said. The Hong Kong 
government, he added, has 
no intention of changing its 
currency link.

Audit highlighted 
Trusted fi nancial information is 
the key to investor confi dence, 
Kenneth Yap, chief executive 
of Singapore’s Accounting 
and Corporate Regulatory 
Authority (ACRA) told company 
directors at an audit committee 
seminar in January. Yap cited 
the Tesco example – where 
the UK retail giant’s share price 
plunged after its fi rst-half 2014 
profi t forecasts were grossly 
overstated – as evidence of the 
important role audit committee 
members play. He added that 
some measure of preventative 
medicine and ‘tough love’ is 
necessary to ensure fi nancial 
stability and market protection. 
The conference was organised 
by ACRA, the Singapore 
Exchange and the Singapore 
Institute of Directors. 

E-commerce opens up
Foreign investors will have 
easier access to China’s lucrative 
e-commerce market following 
Beijing’s decision to allow 
wholly foreign-owned online 
operations to open as a pilot in 
the Shanghai Free Trade Zone 
(FTZ). The Ministry of Industry 
and Information Technology 
announced the market 
liberalisation via a statement 
in January. Previously, foreign 
e-commerce fi rms operating 
in the mainland were required 
to have a local joint venture 
partner. Analysts view the 
move as a signifi cant economic 
reform, and a step towards 
giving Chinese fi rms greater 
access to e-commerce markets 
outside China, particularly in the 
US and in Europe.

Coal market simmers 
Asia is ‘still hungry for 
Australian coal’, with demand 

Enterprising women 

Fourteen female business owners from across Asia, selected as ready to scale up their 
operations and become global market leaders, will participate in the inaugural EY 
Entrepreneurial Winning Women (EWW) Asia-Pacifi c programme. Based on EY’s successful 
North American model, the year-long programme helps women entrepreneurs grow their 
businesses fast and sustainably, equipping them with the tools and information needed to 
break through common barriers that can often keep thriving second-stage businesses from 
scaling to their full potential. 

Annette Kimmitt, EY Global middle market leader and executive sponsor, Entrepreneurial 
Winning Women, said that with nearly six million formal, women-owned small businesses 
in East Asia alone, women entrepreneurs are already playing an essential role in creating 
sustainable economic growth in the region. ‘The United Nations estimates that if women 
achieved their full economic potential, the Asia-Pacifi c economy could grow by as much as 
US$89bn annually,’ she said. ‘Yet research consistently shows that women-owned companies 
don’t always scale as high or as fast as they could. The next step then is to ensure that those 
women-led businesses that have the ability and desire to grow are able to do so. Our EWW 
programme bridges that gap – providing access to guidance, insights, fi nancial support, 
market visibility and the right business partnerships to help women business leaders to 
achieve their massive economic potential.’ 
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from Taiwan rising by 14%, up 
by 8.7% in Korea, and 1.7% in 
Japan, reports miningaustralia.
com.au. Quoting new export 
data released by Coal Services, 
it states that in New South 
Wales alone, coal exports rose 
by nearly 8% in 2013-14, the 
bulk going to China, whose 
demand increased by 22% over 
the last fi nancial year. NSW 
Minerals Council CEO Stephen 
Galilee said the results fl y in the 
face of predictions that coal 
would falter as a key export 
for Australia. Prices, though, 
have declined, with the Bureau 
of Resources and Energy 
Economics predicting more 
pain for 2015. 

Tax cooperation 
Singapore and France have 
signed a revised agreement 
for the avoidance of double 
taxation, stepping up 
efforts to enhance trade 
and investment fl ows. 
Singapore’s Deputy Prime 
Minister and Finance Minister 
Tharman Shanmugaratnam 
and the French Minister of 
Finance and Public Accounts 

over the next six years, gaining 
95% as the economic, political 
and regulatory environment in 
the region shifts, according to 
a new report from global law 
fi rm King & Wood Mallesons. 
The report, Branching Out: 
Investment Opportunities in 
China in 2020, predicts that FDI 
into China will rise from £667bn 
(6.6 trillion yuan) in 2014 to £1.3 
trillion (13 trillion yuan) in 2020. 
FDI as a share of China’s overall 
GDP will also rise by 2.8% 
over the next six years – more 
than the US or EU. Stephen 
Kon, the fi rm’s senior partner, 
Europe & Middle East, and 
global co-deputy chairman, 
said that, with new free trade 
zones recently established and 
a clear regulatory framework 
for inward investment created, 
‘it is an exciting time to invest 
in China for those with the 
right knowledge’. 

Experience counts 
The majority of accounting 
researchers, who do not 
fully grasp and understand 
accounting and fi nance, 
are suggesting policies that 

Michel Sapin noted both 
countries’ excellent history 
of tax cooperation, as well as 
commitments to implement 
the new global standard 
on automatic exchange of 
information by 2018. 

Buying spree 
Easing of restrictions could 
see Chinese investors spend 
up to US$20bn on offshore 
property this year, up 21% 
on 2014, as more domestic 
real estate developers and 
insurers internationalise their 
holdings, Jones Lang LaSalle 
(JLL) predicts. Data from the 
real estate services fi rm shows 
that Chinese offshore property 
investment had increased 
46% in 2014 compared with 
the year before, with nearly 
70% going to commercial real 
estate. Outbound spending on 
commercial property, including 
offi ce buildings, for the fi rst 
time outpaced domestic 
investment, the company says.
  
FDI set to double 
Foreign direct investment (FDI) 
into China will almost double 

are fl awed, according to 
Massachusetts Institute of 
Technology (MIT) professor 
Ross Watts. Speaking at the 
Journal of Contemporary 
Accounting and Economics 
2015 Symposium held at 
Monash University Malaysia 
in January, Ross said: ‘To 
set good standards and do 
good research, you have to 
understand the environment 
and how accounting and 
auditing fi t in,’ Watts said. 
‘Unfortunately, recent 
accounting standard setters 
and some researchers do not 
have that understanding.’ 

Green drive
Electronic vehicles are 
expected to comprise 10% 
of market share for new car 
sales in China by 2025, due 
to increased environmental 
focus and regulations. KPMG’s 
16th annual global survey of 
automotive executives also 
found that a majority of Chinese 
respondents (68%) expect the 
share of e-vehicles – including 
hybrid, battery cell and fuel 
cell electric vehicles – »

Cream of the crop

Almost a third (31%) of the 
world’s top companies are 
led by MBA graduates. 
According to this year’s 
Financial Times Global 
MBA rankings, elite 
business schools account 
for 104 chief executives 
in FT500 companies, with 
nine highly ranked schools 
accounting for 74 of them.

1 22 schools
2 Four schools
3 NYU: Stern
3 University of Virginia: Darden
4 Columbia Business School
6 University of Pennsylvania: Wharton
6 University of Chicago: Booth
6 Northwestern University: Kellogg
8 Stanford GSB
10 Insead
28 Harvard Business School

1

2

3

3

4

6

6

6

8

10

28

Number of MBA graduates who are CEO of an FT500 company
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to be between 11% and 15% of 
overall new car registrations in 
10 years’ time. Car sharing is an 
emerging trend in tier 1 cities; 
however, unlike in countries 
such as Germany, this sector 
will remain relatively small 
because Chinese drivers ‘still 
want to own cars’. At the same 
time, the study tips strong 
growth in sports cars sales, 
refl ecting China’s fast-maturing 
consumer demographic. 

Scam exposed
A bogus bank has cheated 
unwitting Chinese depositors 
of 200 million yuan (US$32m) 
over the past year by promising 
higher interest rates. The 
scheme unravelled after 
a customer was refused 
withdrawal of his money 
from the rural cooperative 
and reported it to police in 
Nanjing, capital of Jiangsu 
province. Police said that the 
hoaxers created a fake branch, 
complete with LED screens, 
counters, uniformed staff 
and documentation. Several 

people have been detained on 
suspicion of illegally absorbing 
public money. 

Position at a price 
Asia continues to dominate 
the world’s most expensive 
offi ce locations, accounting for 
seven of the top 10 markets, 
according to data from real 
estate services fi rm CBRE. 
London’s West End has 
unseated Hong Kong’s Central 
at the highest price point, with 
Beijing’s Finance Street and 
Central Business District (CBD) 
rounding out the top four. They 
were followed by Moscow, New 
Delhi and Hong Kong’s West 
Kowloon. Regionally, prime 
offi ce costs rose 4.1% year-on-
year in the Americas, and 2.8% 
in Asia Pacifi c. Dublin, Manila 
and Seattle recorded the 
highest annual rent increases. 

Asia calling 
Asia’s richest man, Hong 
Kong tycoon Li Ka-shing, 
is reportedly in talks to buy 
Britain’s second-largest mobile 

provider, O2, from Spanish 
company Telefonica. The 
US$15bn price would be the 
billionaire owner of Hong 
Kong-based conglomerate 
Hutchison Whampoa’s biggest 
acquisition abroad and would 
create the UK’s largest mobile 
operator, with 32 million 
customers. Li already owns the 
Three mobile network, O2’s 
current rival. However, analysts 
have warned that cutting 
the number of networks 
from four to three may not 
benefi t consumers, who 
could face higher call costs. A 
deal would require approval 
by European Commission 
competition regulators. 

Convergence coming
India’s Ministry of Corporate 
Affairs (MCA) has announced 
plans to implement 
International Financial 
Reporting Standards for listed 
companies on a voluntary 
basis from 1 April 2015 and 
mandatory from 1 April 2016. 
Banks, insurers and shadow 

banking companies will be 
exempt. But conversion is 
much more than a technical 
accounting issue, PwC notes. 
‘IFRS in India may signifi cantly 
affect a company’s day-to-day 
operations, and may even 
impact the reported profi tability 
of the business itself,’ the fi rm 
reports. On the other hand, 
conversion brings a one-time 
opportunity to comprehensively 
reassess fi nancial reporting, 
PwC says. 

Big Four focus
Growth in 2014 accelerated 
for the Big Four accounting 
fi rms following moderate 
growth in 2013, according 
to the web site big4.com. 
The global social network 
for alumni and professionals 
found that the Americas and 
advisory services delivered 
exceptional performance for 
Deloitte, EY, KPMG and PwC 
last year, while audit returned 
to positive growth. From 
combined revenue of US$94bn 
in 2009, 2014 revenues grew 
5.8% to a record US$120.3bn, 
the site claims, adding that 
Asian revenues shrank for the 
second consecutive year, with a 
0.7% decline in 2014 following 
a 1.3% decline in 2013. 

Praxity enjoys growth
The Praxity network of 
independent accountancy fi rms 
has reported a 7% increase in 
member revenues for 2014. This 
is the eighth successive year 
of revenue growth. Revenues 
rose from US$4.1bn in 2013 
to US$4.4bn in 2014. Growth 
was led by corporate fi nance 
activity, where revenues rose 
by over 37%. But revenues 
from corporate recovery and 
insolvency fell by just over 
4% and litigation support by 
nearly 28%. The region posting 
the highest growth was Latin 
America, at over 35%. Praxity 
member fi rms include Mazars 
and BKD. ■

Compiled by Peta Tomlinson, 
journalist

China bears fruit

Apple’s revenue for China grew by 70% in Q1 2015 (to 27 December 2014) from a year earlier 
– more than triple the growth rate in the Americas and Europe. Analysts predict that China 
could overtake Europe to become Apple’s number-two market in the current quarter.

21.6% in Q1 2015
China accounted for 21.6% of Apple’s total 
revenue for Q1 2015

16.5% in Q1 2014
China accounted for 16.5% of Apple’s total 
revenue for Q1 2014

Greater China (inc Hong Kong and Taiwan) Total Apple

US$16,144

US$74,599US$57,594

US$9,496
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‘Increasingly 
ministries and 

government 
departments see 
the need to have 

people who are 
account savvy’
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Accountable leader
As chair of Malaysia’s Public Accounts Committee and ACCA global committee member, 
Datuk Nur Jazlan Mohamed FCCA is focused on improving public sector finance skills

Called to account
‘Previously civil servants would only take [corrective or remedial] 
action after the release of the auditor-general’s report and the 
PAC findings which are based on the report,’ he explains. ‘Now, 
we’ve found that government departments are investigating the 
issues and taking action as soon as the AG’s report is released – 
even before the PAC has the chance to look into an issue and call 
for a hearing. So it’s a good sign that they do not want an issue 
highlighted by the PAC.’

He adds that government ministries and departments called 
up before the PAC take these situations seriously. ‘I was told that 
one ministry conducted simulations where they had someone 
play my role and they would practise answering questions. They 
also know that there is a chance that they may be questioned on 
matters beyond the scope of the main issue which they’ve been 
called to account for in the first place. 

‘So it can be quite embarrassing for them if they can’t 
answer any query, and since the answers are recorded verbatim 
in the hansard they also have to be careful because the answers 
can affect their careers and potentially be held against them 
even after retirement. 

But that’s exactly the idea, he adds. ‘We want to enforce the 
fear of being audited so that civil servants are always on their 
toes – that whatever they do can be justified by facts and » 

Datuk Nur Jazlan Mohamed FCCA left a promising 
finance and business career to enter politics at 
constituency party level 20 years ago, and despite 

some misgivings about the path he’s taken, the senior 
Parliament backbencher remains determined to leave his 
mark on public service. 

Nur Jazlan, a three-term member of parliament for Pulai, 
Johor, and three-term Umno Pulai division chief, was elected 
as the chairman of the Public Accounts Committee (PAC) by his 
peers last year. He hopes that, in this role, he can lead the panel 
– often regarded as a ‘toothless tiger’ – in the push towards 
enhancing public accountability and transparency. 

The committee’s main role is to examine the auditor-general’s 
(AG) report on the financial statements and performance of 
ministries, agencies, government-linked companies and matters 
that concern public interest. The current committee is made up 
of nine members of the ruling Barisan Nasional coalition and 
five members from the opposition, one of whom serves as the 
deputy chairman. 

Nur Jazlan, who was formerly chairman of UDA Holdings and 
a director of Telekom Malaysia, says his combined political and 
corporate experience has been an interesting one as well as 
helping him tremendously in his role as PAC chairman.

‘It reminds me of the time I was chairman of the audit 
committee of Telekom Malaysia,’ he says. ‘The audit committee 
experience is always the most enriching committee experience 
for any board member, and here, because the PAC is akin to the 
government’s audit committee, we have the opportunity to see 
a wide range of government activity, especially when it comes to 
licensing, privatisation, revenue raising, procurement of goods 
and services, and the implementation of projects.’

Right from the start, Nur Jazlan decided that a top priority 
would be to lead the committee in an independent manner. 
‘People have been saying PAC is a toothless tiger and that 
government is not taking the committee’s recommendations 
seriously,’ he says. 

He concedes that, although the government is not obliged to 
heed the PAC’s recommendations and act on them, it is in their 
best interest to do so – particularly to instil among civil servants a 
fear of being audited. 

‘The three fundamentals of having a good governance system 
are institutional memory, audit trail, and instilling an environment 
of fear of being audited,’ he says. Working towards these three 
objectives will take time and needs consistent attention to get all 
the people involved to toe the line,’ he says. Still, he’s heartened 
by some of the changes he’s observed so far. 

Datuk Nur Jazlan Mohamed studied 
accountancy at the South Bank 
Polytechnic and later at the Emile 
Woolf School of Accountancy, both in 
London, UK. 

He was recently appointed as 
a member of the ACCA global 
committee. He was also a council member of the 
Malaysian Institute of Accountants and ASEAN Federation 
of Accountants from 2000 to 2011.

Nur Jazlan began his career in management at IGB 
Corporation in 1990 and moved into various corporate 
positions before being selected to contest in the 2004 
general election. He is a three-term Member of Parliament 
for the Pulai parliamentary constituency in Johor; prior to 
this he was chairman of UDA Holdings, an independent 
non-executive chairman of Telekom Malaysia, and since 
1994 has served as independent non-executive director of 
UM Land. 
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Basics Tips

up professional accounting qualifications so that they have 
the opportunity to work in government,’ he says, conceding 
that it is equally important for the civil service to recognise 
professionally qualified accountants by giving them better 
remuneration and benefits. 

‘Due to the pressures of the auditor-general’s report, which 
now comes out three times a year, and the presence of PAC, 
increasingly ministries and government departments see the 
need to have people who are account savvy to be advising 
them,’ he says. 

Looking back over his political career, Nur Jazlan, who 
entered politics at the encouragement of his late father Tan Sri 
Mohamed Rahmat, a former information minister and Umno 
secretary-general, says there are some regrets. ‘If I look at my 
contemporaries who are still in the corporate sector, there are 
regrets in terms of financial compensation, and corporate and 
professional fulfilment,’ he says. 

Nonetheless, he also believes that the political experience, 
especially that of a Member of Parliament, has been a fulfilling 
one. ‘In a way, I end up having a richer life experience anyway 
because I have the corporate experience and at the same time 
I am helping people, shaping development in my constituency 
and gaining the respect of the community, all of which I could 
never have achieved had I stayed in the corporate sector,’  
he says. 

Still, based on his experience, especially as a 
progressive politician and a moderate voice within Umno, 
Nur Jazlan says that climbing up the political ladder is 
fraught with challenges, and he’s candid about not harbouring 
any political ambitions. 

‘Age does not permit me to dream anymore because I 
am nearly 50 years old, and the new politics is a game for 
the young. I am already passed the sell-by date,’ he quips. 
On a more serious note, he says that he’s already reached his 
‘maximum potential as a professional in politics’, and having 
made his peace with this allows him now to speak to his 
conscience and focus on the tasks at hand, chiefly his duties 
as PAC chairman.

that they are held accountable. It is important for people to take 
things seriously,’ he says.

More than a year into the high-profile job, Nur Jazlan’s 
leadership of the committee has earned the respect of its 
members. ‘The respect is there; they know my background 
and that I am a progressive politician. They know that I will do 
the right thing because they know that I have my professional 
credibility to protect,’ he says.

In carrying out his duties, Nur Jazlan counts on his previous 
experiences of having served on the previous PAC and his 25 
years spent in the corporate sector. ‘I have basically used the 
commercial experience I gained in terms of audit techniques, 
business planning, procurement knowledge and commercial 
auditing to direct or influence the work of the PAC. 

‘The quality of questioning done by the PAC also improves 
with my background. I can also guide the AG’s department in 
the way they conduct their audits, and offer suggestions on how 
to look at issues from a performance perspective and not just 
a financial one,’ he says, pointing to the dearth of professional 
accountants in the civil service. 

More talent
Critical to improving public sector accountability and 
transparency is the need for more finance and accounting talent 
in the civil service. Nur Jazlan does not mince his words when 
he says he’s surprised at the lack of ‘account-savvy people in the 
civil service.’ 

‘Even in the accountant-general’s department, only the 
accountant-general and a handful of her staff are professionally 
qualified. Most state financial officers don’t have an accounting 
background,’ he laments. 

It was against this landscape that Nur Jazlan threw his hat in 
the ring for the recent ACCA global committee elections. He was 
successful in his bid and became the first Malaysian politician to 
be elected to the committee. 

‘My mission is to help the development of public sector 
accounting with the idea of attracting more recruits, as well as 
encouraging potential graduates and even graduates to take 

The Public Accounts Committee’s 
main job is to examine the country’s 
accounts and appropriation of 
the sums granted by Parliament 
to meet the public expenditure, 
accounts of public authorities and 
those administering public funds, 
auditor-general’s (AG) reports and other matters it deems 
fit. Apart from using the AG’s report as the basis for 
PAC investigations, the committee can also look into 
infrastructure projects that have seen cost overruns and 
delays if they concern public interest – the most recent 
being the KLIA2 project, which saw an increase in its costs 
from the initial RM2bn to RM4bn.

* ’Don’t make the sacrifice and 
enter politics early in your career 
– have a full and enriching career 
as a professional, then consider it. 

* Be a professional and prove your 
worth. Do not depend on luck or 
the charity of people and certainly do not  
be beholden to anyone in order to move up in  
life or career. 

* Always try to be as independent as you can. And 
always try to differentiate yourself from others and 
reinvent yourself over time.” 
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Explaining his reluctance to take on the role, he says: ‘It’s a 
job that you would not wish upon your enemy because it can 
kill political careers. Yes, if you do the job well you will earn the 
reputation and admiration [of the public]. But for all that you 
gain, you will also earn a lot of enemies; in politics you don’t 
want that because you may not be able to survive that.

‘But I have made my peace with this, and the focus now is the 
job. So that at the end of the day I can say that I have achieved 
something – being a good PAC chairman.’ ■

Sreerema Banoo, journalist

Surprisingly, Nur Jazlan says that he was initially hesitant 
about taking on the role as chairman of the PAC, and had 
declined the nomination. The hesitation, he says, was due in part 
to the perception that the role could spell the end of his political 
career, pointing out that those who have held the role in recent 
years have been former ministers. 

‘But then since the prime minister nominated me, I decided 
to do it because I am one of the most senior backbenchers and 
I have the financial and corporate background,’ he says, adding 
that when he accepted the job he made clear that it wasn’t a role 
that he had lobbied for.
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Decent reporting
The MASB’s release of narrow-scope amendments to MFRS and 
IFRS deals with issues involving disclosure and applying professional 
judgment when preparing fi nancial statements

One immediate question arising from these changes is the 
impact on businesses. By and large, accountants that Accounting 
and Business spoke to do not see a direct impact on the 
bottom line. ‘The real cost for compliance is not the quantity 
of disclosures but ineffective articulation and writing,’ says 
Yap Kim Len, technical director, Deloitte and HELP University’s 
associate accounting professor. ‘Effective communication is 
vital for reducing investors’ uncertainty in the overall fi nancial 
performance of the entity. This is a very real business impact.’

Danny Tan Boon Wooi, FCCA, a partner with a fi rm providing 
fi nancial training and consulting in the preparation and 
interpretation of fi nancial statements, feels that there will be no 

Disclosure is under intense scrutiny. Regulators are 
looking at ways and means to make disclosures in 
fi nancial statements more effective and meaningful. 

They are also looking at encouraging application of 
professional judgment to determine the information to be 
disclosed in statements.

This is the key concern of the Malaysian Accounting 
Standards Board (MASB). Its recently released narrow-
scope amendments to the Malaysian Financial Reporting 
Standards (MFRS) and the Financial Reporting Standards (FRS) 
deal with issues concerning disclosure and applying professional 
judgment.
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direct impact on businesses. However, 
he says: ‘The critical impact is to 
change the mentality of preparers and 
auditors to “the more, the better” or, if 
in doubt, just disclose. The paradigm 
shift is that disclosures should be 
“quality better than quantity”.’

‘The amendments are not 
expected to result in significant 
cost increase or reporting burden 
because they are meant to clarify the 
existing presentation and disclosure 
requirements in IAS 1,’ says MASB 
executive director Tan Bee Ling. 
Consequently, the amendments 
hopefully would enable the preparers 
to more clearly and concisely 
communicate information in their 
financial statements.’

MASB’s narrow-scope amendments include Disclosure 
Initiative (Amendments to MFRS 101). They are designed to 
improve the effectiveness of disclosures and also to encourage 
companies to apply professional judgment in determining the 
information to be disclosed in the  financial statements. 

The amendments mark the completion of the five narrow-
focus improvements to disclosure requirements identified by the 
International Accounting Standards Board (IASB) in a forum in 
2013. In mid-December, the IASB issued amendments to IAS 1, 
Presentation of Financial Statements, as part of what it called 
its major initiative to improve presentation and disclosure in 
financial reports. 

The amendments were designed to further encourage 
companies to apply professional judgment in determining what 
information to disclose in their financial statements. For example, 
they make clear that materiality applies to the whole of financial 
statements and that the inclusion of immaterial information can 
inhibit the usefulness of financial disclosures. 

Furthermore, the amendments clarify that companies should 
use professional judgment in determining where and in what 
order information is presented in the financial disclosures, as the 
IASB explained in a statement: 

‘Improving the effectiveness of disclosure is widely considered 
to be one of the most important and challenging tasks in 
financial reporting. Many respondents to the IASB’s Agenda 
Consultation completed in 2012 asked the IASB to review 
its Standards to explore ways to improve the disclosure 
requirements. The IASB is responding to this challenge through 
its Disclosure Initiative – a portfolio of projects that includes 
targeted actions as well as a broad and ambitious review of 
disclosure requirements.’

Away from the boilerplate
The amendments were also part of the IASB’s response to 
concerns that there was too much irrelevant disclosure due to 
excessive use of boilerplate text, as well as disclosures that are 

not focused on key or emerging issues, 
says Tan. The amendments, she added, 
are intended to ensure that financial 
reporting is clearer and more concise 
in materiality, order of the notes, 
subtotals, accounting policies and 
disaggregation.

‘With the amendments, hopefully this 
would result in behavioural change of all 
parties to ensure that financial statements 
are regarded as tools of communication 
rather than compliance,’ she says, 
adding that ‘management who are 
entrusted with the assets of the company 
should demonstrate how effectively they 
have put those assets to use and the 
performance derived from those assets.’

On the whole, regulators, preparers, 
auditors, users and standard-setters equally face a dilemma 
when trying to prepare the best financial statement. Speaking at 
the IFRS Foundation’s conference in Amsterdam, Netherlands in 
2013, IASB chairman Hans Hoogervorst said that many aspects of 
the disclosure problem had to do with behavioural factors.

‘For example, many preparers will err on the side of caution 
and throw everything into the disclosures. They do not want 
to risk being asked by the regulator to restate their financials,’ 
he said. ‘After all, no CFO has ever been sacked for producing 
voluminous disclosures, while restatements may be career-
limiting. Moreover, excessive disclosures can even be very  
handy for burying unpleasant, yet very relevant information! 
And sometimes it’s just easier to follow a checklist, rather than 
put in the effort to make the information more helpful and 
understandable.’

Hoogervorst noted that the understandable risk-aversion 
on the part of preparers, auditors and regulators leads to a 
ticking-the-box mentality. As a result, the communicative value of 
financial statements suffers.

So, what needs to be done? In his 2013 speech, Hoogervorst 
outlined 10 pointers. The first two talked about materiality.

First, Hoogervorst said that we should ‘clarify in IAS 1 that 
the materiality principle does not only mean that material items 
should be included, but also that it can be better to exclude 
non-material disclosures. Too much detail can make the material 
information more difficult to understand – so companies should 
proactively reduce the clutter! In other words, less is often more.’  

Secondly, Hoogervorst continued, ‘we should clarify that 
a materiality assessment applies to the whole of the financial 
statements, including the notes. Many think that items that do 
not make it onto the face of primary financial statements as a 
line item need to be disclosed in the notes, just to be sure. We 
will have to make clear that this is not the case. If an item is not 
material, it does not need to be disclosed anywhere at all in the 
financial statements.’

In another point, he observed: ‘When developing new 
standards, we will also seek to use less prescriptive wordings » 

‘Improving the 
effectiveness 

of disclosure is 
one of the most 

important and 
challenging tasks’
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and apply the underlying concepts to strengthen the judgment 
in the reporting. The underlying emphasis would be for all 
parties involved to focus on effective communication rather than 
on mere compliance. ■

Rehmat Mansoor, journalist

for disclosure requirements. Instead, we will focus on disclosure 
objectives and examples of disclosures that meet that objective. 
In recent standards we have already started doing this, creating 
more explicit room for judgment on materiality.’

Improve communication
Within the profession in Malaysia, applying the materiality 
concept is not the principal problem, but rather the ability to 
effectively communicate information pertaining to an entity’s 
financial performance and financial position. ‘Malaysian preparers 
have to improve on communication skills and skills in applying 
principle-based accounting standards,’ says Yap, who is also a 
contributor to the MASB on technical accounting standards, 
exposure drafts and other regulatory matters.

Here, some corporations may have to invest in executives 
who have a better grasp of language in order to enable them to 
prepare relevant and precise financial statements.  

On the part of applying professional judgment to 
determine the information to be disclosed in the financial 
statements, there is a widely-held view that applying judgment 
in financial reporting has been a persistent concern in Malaysian 
financial reporting. 

Yap says: ‘Reporting under “fear” is a common phenomenon 
in our financial reporting regime. For example, many preparers 
expressed their concern on potential disagreement from 
their auditors. As such, this fear is driving them to resort to 
boilerplate disclosures to avoid disagreement and reprimand 
from the relevant regulators. I do not foresee this potentiality 
disappearing any time soon.’

The onset of the narrow-scope amendments is an opportunity 
for all parties involved to make full use of the guidance provided 

Potential outcome of amendments

The potential outcome of the narrow-scope amendments 
is that financial information disclosed in financial 
statements would be more relevant and useful to 
investors. Information would:
a help to reduce excessive disclosures by reinforcing 

the importance of judgment in assessing materiality 
and the overarching nature of materiality in relation to 
specific disclosure requirements in individual standards;

b discourage entities from obscuring useful information 
amid an overload of immaterial information;

c remind entities to focus on communication rather than 
merely on compliance; and

d encourage entities to provide additional information 
when it is relevant to an understanding of the financial 
statements.

For more information:

To find out more about MASB’s narrow-scope 
amendments, visit tinyurl.com/masb-amend
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Pain followed by gain
In order to enjoy future prolonged growth and positive dividends, Singapore must steel 
itself for a continued period of reappraisal and restructuring, says Manu Bhaskaran

Singapore’s once booming economy 
is facing challenges. Despite 
low unemployment of below 
3% and decent inflows of 
foreign investment, economic 
growth has slowed. Business 
confidence has declined while 
growth in exports, industrial 
production and tourism has been 
disappointing. Productivity 
growth has been lacklustre 
despite government 
incentives to companies to 
boost efficiency. 

The surprise late-January 
move by the Monetary 
Authority of Singapore (MAS), 
the nation’s de facto central 
bank, to ease monetary policy 
outside its scheduled policy 
timeline, was a clear signal 
that not all was well with the 
Singapore economy. So, what 
exactly is ailing the Singapore 
economy and how quickly will the 
outlook improve?

Painful economic restructuring
Singapore’s economic dynamism 
has been sapped by a confluence 
of challenges:
1 Growth in global demand in 2014 was 

lacklustre. Since Singapore is one of 
the most trade-dependent economies 
in the world, this was a significant 
constraint on growth. 

2 Policymakers have restricted the 
inflow of lower-cost foreign workers 
as they grew concerned about the 
deleterious effects of large inflows on 
productivity growth and social stability. 
Companies had grown accustomed 
to cheap labour and are struggling to 
adjust to a world of scarcer and more 
expensive labour. 

3 Property prices are edging down, 
curtailing activity in real estate-
related sectors such as estate 
agencies, mortgage lending and 
renovation services. 

4 Household debt has risen significantly, 
causing the MAS to impose restrictions 

on consumer borrowing. This, too, has 
affected domestic demand.

But the main drag on growth has been 
the adjustments taking place in the 
corporate sector. Singapore’s cost 
competitiveness had eroded as its costs 
rose faster than those of its trading 
partners for several years. High costs have 
hurt competitiveness and eaten into profit 
margins, forcing companies to restructure 
through various means: downsizing 
operations; relocating some or all of 
their activities to cheaper locations; 
re-engineering their work processes to 
achieve greater efficiencies; squeezing 
their suppliers to reduce their input 
costs; and so on. These are deflationary 
adjustments which hurt economic growth 
in the near term. What is particularly 
discouraging is that capital spending on 
plant and equipment, so necessary to 
boost productivity, has been contracting 
since the beginning of 2013, despite a 

slew of attractive incentives to encourage 
companies to raise productivity. 

What can we expect?
Despite these difficulties, 
Singapore’s economy is likely 
to hold up in 2015 and recover 
modestly after that. A number of 
positive drivers are emerging: 

* The recovery in the US 
economy, to which Singapore 
is highly geared, will help. The 
strong correlation between US 
capital spending and exports 
from Singapore’s key electronics 
sector suggests that, as US 
businesses step up investment, 
Singapore should benefit. 

* The regional economies 
that Singapore serves are also 
picking up; India, Indonesia 
and Thailand are poised to 

accelerate economic growth this 
year. With the ASEAN Economic 
Community, which promises greater 

economic integration in Singapore’s 
hinterland, taking effect by the year-
end, Singapore is also likely to see 
more global corporations setting up 
business headquarters to focus on the 
promise of the ASEAN region.  

* Sharply lower oil prices will also boost 
the economy. 

Longer term, the current adjustments in 
the economy will help bring Singapore’s 
unit costs into better alignment with its 
competitors. Singapore has successfully 
undergone similar adjustments before, 
such as in the early 2000s, and has 
generally managed to bounce back. After 
a difficult adjustment, Singapore should 
rebound by 2017. 

Singapore can then leverage off the 
considerable positives it can benefit from 
– its booming regional hinterland, the 
critical mass it enjoys in its regional hub 
activities and its continuing attractiveness 
to global corporations – to enjoy another 
period of good growth. ■

Manu Bhaskaran is CEO at Centennial 
Asia Advisors
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Errol Oh is executive 
editor of The Star 

Voice of the people
Economic progress does not just involve governments; first, citizens must respond 
positively to policies. And for that to happen, they must have a voice, explains Errol Oh

On 20 January, the government heads 
of Malaysia and the US both gave key 
speeches on how their countries are 
faring and what needs to be done in 
the months ahead. Of course, both men 
had a lot to say about economics.

President Barack Obama’s State of the 
Union address this year focused primarily 
on ‘the values at stake in the choices 
before us’. ‘It begins with our economy,’ 
he said, going on on to describe the 
virtues of middle-class economics and 
its requirements.

Government intervention will enable 
Americans to afford childcare, college, 
healthcare, homes and retirement. Also, if 
they get help to upgrade their skills, they 
can earn higher wages. And in tandem 
with efforts to better train workers, more 
high-wage jobs should be created. 

Meanwhile, Prime Minister Datuk 
Seri Najib Tun Razak’s appearance 
before fellow Malaysians was prompted 
by growing concerns about what was 
happening in the domestic and world 
economies, and the impact on the 
government’s financial position.

He unveiled measures in response 
to developments such as the slump in 
oil prices, the weakening of the ringgit 
against the US dollar and the lowering of 
global growth forecasts. As a result, some 
main aspects of the 2015 Budget tabled in 
October have been rendered invalid.

‘Compared to the situation a few 
months ago, the global economic 
landscape has since changed significantly. 
This necessitates us to review and clarify 
some of our earlier macro and fiscal 
assumptions,’ said Najib.

The overarching objective of the 
revision was to enhance the country’s 
economic resilience. The new steps 
include reprioritising public spending, 
boosting exports, and encouraging 
private consumption and investments.

Macroeconomic policies seek to 
manage elements such as government 
revenue and expenditure, and the money 
supply. These may sound like remote, 
high-level decisions, but they very quickly 
affect how we spend and save, whether it’s 
easy to get jobs we want, and ultimately, 
the quality of our lives.

Naturally, these policies are often 
formulated to meet the needs of the 
people. Or at least, that is the stated 
intention. For example, in his address, 
Obama asked: ‘Will we accept an 
economy where only a few of us do 
spectacularly well? Or will we commit 
ourselves to an economy that generates 
rising incomes and chances for everyone 
who makes the effort?’

Similarly, Najib said: ‘More importantly, 
we will not compromise on national 
development planning as it will enhance 
productive capacity of the economy. 
We will not neglect the [people’s] 
welfare, particularly the bottom 40% 
of households.’

However, the people have to 
remember that economic progress 
does not rest purely on the 
government’s shoulders. Economies 
prosper when businesspeople and 
consumers see a comforting level of 
economic certainty and they like the 
direction the economy is heading. 
But reception to economic policies 
also depends on their robustness and 
transparency; flawed policies are likely to 
struggle to gain support.  

To ensure that policies are solid and 
practical, people need to have a fair 
understanding of economics, including 
from a big-picture perspective, and they 
ought to have a voice in the drafting of 
such policies. It is a two-way street.

Public participation in policy-making is 
far better than public complaints after a 
policy is implemented. ■
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What CEOs think of CFOs
A third of CEOs and other top business leaders think their CFOs do not understand or 
assist them with the challenges of running the organisation, reports Cesar Bacani

As they go about their job, many CFOs 
assume that they enjoy the confidence 
of their CEO and the board. A new 
survey by KPMG should give them 
pause. In this study of 178 CEOs, 
owners, managing directors, presidents 
and chairmen of Asia-Pacific companies, 
a significant number think their CFO is 
not good enough.

According to The View from the Top, 
‘One third of CEOs feel their CFOs are 
not up to the challenge.’ They believe 
they ‘don’t understand or assist them with 
the challenge that they face with running 
their organisations’.

Today’s CEOs apparently have non-
traditional expectations of finance. Half of 
respondents regard big-picture thinking 
and a strategic approach as the most 
important attributes of a CFO. Only 12% 
point to governance and 10% to control.

‘CFOs need to be more well-rounded, 
multidiscipline leaders with a strong line 
of thinking around business growth and 
shareholder returns,’ says Tiak Koon Loh, 
CEO of technology and outsourcing 
business Pactera in China, in the report. 

In the survey, 43% of CEOs 
concede that it may be difficult for 
CFOs to expand their remit beyond 
compliance and control because of 
the increasingly stringent regulatory 
environment. However, 42% argue that 
this should be an opportunity to gain 
competitive advantage.

Because of the new regulations, ‘there 
has been a high degree of standardisation 
and centralisation of finance,’ Philip 
Chronican, CEO of Australia’s ANZ Bank, 
told the researchers. There is also ‘a 
much deeper emphasis on building the 
requisite data environments to make sure 
we are able to cope with regulatory and 
management issues.’

Instead of simply hunkering down 
to do more compliance work, the CFO 
pushed standardisation, centralisation, 
automation and new structures to 
deal better with the more complex 
regulations. In other words, finance was 
transformed to cope with the evolving 
regulatory environment.

How can finance be transformed, 
though? Egidio Zarrella, clients and 
innovation partner and China data 
and analytics head at KPMG in China, 
suggests that key is technology. Most 
organisations already have ERP systems 
that allow a CFO to extrapolate more of 
the predictive analysis that enable big-
picture thinking and strategy.

The problem, says Zarrella, is that 
finance teams tend to fall back on old 
technology. They design management 
reporting in spreadsheets because it’s 
faster and more flexible but end up with 
reconciliation problems and more work 
in terms of regulatory compliance. ‘They 
don’t sit back and ask, “What is the data 
telling me?’’’ Zarrella argues. 

‘Ultimately, how to harness data 
is more than a tactical challenge for 

CFOs everywhere,’ the researchers 
conclude. ‘It is also a powerful tool that 
can help redefine the more strategic 
role that CFOs are destined (and eager) 
to play.’ 

The pay-off is not only the professional 
satisfaction of knowing the job is going to 
be very well done. It is also the certainty 
that the top job could be within the 
CFO’s reach – two-thirds of CEOs believe 
that their CFO harbours aspirations to 
succeed them or become a CEO of 
another company.

If you have a solid grasp of compliance 
and control while demonstrating big-
picture thinking and a strategic approach, 
you should know exactly what your boss 
and the board think of you – and chances 
are you already have the inside track to 
become the next CEO. ■

Cesar Bacani is editor-in-
chief of CFO Innovation
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Step away from the list!
Finance professionals have a central role to play in making their organisations’ risk 
reporting more meaningful for users, says ACCA president Anthony Harbinson

It’s clear that, in these changing and 
challenging times, the pressures 
on finance professionals have never 
been greater.

Taking on more strategic and 
leadership roles means that we must 
also play an increasingly vigilant role in 
business operations. Part of that entails 
helping to develop a risk challenge 
culture, enabling our organisations to 
anticipate risks and manage them. 

Finance professionals must have their 
radar tuned for a whole range of potential 
risks – both internal and external – and 
ensure that, where there is a suspicion 
of wrongdoing, a system is in place to 
enable an employee, a customer or client 
to blow the whistle.

We believe that whistleblowing laws 
and policies must be promoted by finance 
professionals, working in both the public 
and private sector around the world. 

Wherever they work, finance 
professionals have a critical role to play 
in building public trust by championing 
the development of anti-corruption 
procedures and cultures. That will help 
to build a healthy organisational culture, 
which is a prerequisite of good governance 
and risk management and, by extension, 
long-term business performance. 

As financial professionals, we also have 
a central role in reporting the risks our 
organisations or clients face.

A recent ACCA report, Risk Reporting 
(see page 42), concluded that there was a 

need for risk reports to move away from 
being ‘too bland, too generic, too wordy 
and too biased on the positive’.

The overwhelming view expressed by 
users was that risk reporting took a ‘tick-
box’ approach and was process-driven, 
with little or no challenge emerging from 
boards, auditors or investors about the 
potentially damaging what-ifs that could 
destroy businesses. 

Users want risk reports to clearly 
identify the key risks faced, with an 
explanation of why management believes 
these risks to be critical and what it is 
doing to mitigate them. A good risk 

report should identify new and emerging 
risks and explain how management 
assesses risk throughout the year. 

 Good risk reporting gives investors 
greater confidence – a greater disclosure 
of risk provides an opportunity to 
demonstrate the strength of an 
organisation’s controls and management 
– and we as finance professionals must be 
the key driver in improving risk reporting 
and, therefore, risk management. ■

Anthony Harbinson FCCA is director of 
safer communities in Northern Ireland’s 
Department of Justice

Risk reporting 
often shows 

a ‘tick-box’ 
approach, with 
little challenge 
from boards or 

auditors 
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The view from
Amir Hafiz FCCA, CFO, TDM Berhad, wants to see 
innovation in finance and couldn’t live without his iPhone

I began my career in equity research 
in Dublin with NYSE-listed Interactive 
Data, a leading fi nancial information 
provider to the investment community. 
It was here that I was exposed to various 
corporate exercises announced by public 
listed companies in South-East Asia. 

Finance functions have to innovate 
more; the priority is to improve 
effi ciency, productivity and the quality 
of business decision-making. The 
challenge is for the fi nance department 
to spend less time on low-value activities 
(transaction processing) and to focus on 
developing capabilities in high-value 
activities (enhancing business insights, 
reliable predictive analytics and supporting 
business strategies). Such moves lead to 
value creation and sustainability, and are 

also in line with Malaysia’s aspiration to 
become a high-income nation based on 
productivity and innovation.

Tremendous population growth poses 
both challenges and opportunities 
for the palm oil sector, in which 
TDM Berhad operates from plantation 
management to processing to commodity 
trading. The UN expounded eight 
Millennium Development Goals and at 
the top of the list is the goal to eradicate 
poverty and hunger. A major obstacle 
is the diminishing availability of already 
scarce arable land. The palm oil sector 
is about improving lives and the focus 
is for the sector to increase productivity, 
while maintaining the lowest possible 
production cost in a sustainable manner.

Being exposed to different cultures, 
values and languages has really shaped 
who I am today. It helps to shape 
perspective, as well as adaptability and 
independence. For example, my team at 
Interactive Data was made up of diverse 
nationalities: French, Romanian, Irish, 
Russian, Japanese, Korean, Chinese and 
Australian. 

I’ve been fortunate over the years to 
work for very talented bosses and 
CEOs. Their hard work, attention to detail 
and focus on the big picture continue to 
inspire me. My current boss is the best 
I’ve worked under – and not because I’m 
currently reporting to him! He is honest, 
genuinely cares about our success and is a 
mentor and coach to us.

I follow a few leaders I’m truly inspired 
by, such as Warren Buffett. I’ve also 
found that reading books, magazines, 
Harvard Business Review articles, 
attending training and listening to HBR 
IdeaCast are a great inspiration. 

I couldn’t live without my iPhone – for 
obvious reasons; any good books – I’ve 
been inspired and learned a lot from 
them; Jawbone’s UP wristband – to 
measure my movements and sleep. ■

‘Finance functions 
have to innovate 

more; the priority 
is to improve 

efficiency, 
productivity and 

the quality of 
decision-making’

Snapshot: construction

Accountants working in the 
construction industry are seeing 
continuing cost pressures. The 
reduction in capacity brought 
about by the economic downturn 
continues to result in supply 
shortages and long lead times 
for certain materials. Meanwhile, 
demand in the industry is rising, 
so contractors in some sectors 
are now able to be more risk 
averse. Whereas in recent years a 
contractor may have been willing 
to take on onerous contract and 
payment terms to secure work, they 
are now seeking to share more of 
the risk of cost infl ation with clients. 

The issue of rising costs could 
also be detrimental to land values. 
Although construction costs often 
represent a reasonably small part 
of a development appraisal, recent 
rises have been signifi cant, and 
could therefore materially impact 
on the price that a developer is 
willing to pay for a development 
site. Equally, for developers already 
holding sites, a higher cost to 
develop them could, all other things 
being equal, reduce their value.

Construction cost pressures won’t 
continue to rise unabated forever 
but, in the short term at least, 
they have to be worked around. 
Developers may start to simplify 
their projects, increase the use of 
quicker prefabrication technologies 
and look to markets with suppliers 
that have lower cost bases. 

Will Matthews, senior research 
manager, Deloitte Real Estate
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Tips

Stock of intelligence
Kizan International CFO Kathy Liu FCCA manages a complex global supply chain that 
has let retailers eliminate warehouse facilities and accelerated the order fulfilment cycle

When Kathy Liu FCCA joined Kizan 20 
years ago, she could have had no idea 
her career path to CFO would take her 
into pioneering arenas of production 
and distribution. Or that she would 
end up being the key enabler for 
expansion into China of the US-based 
clothing company’s various businesses. 
Or that she would ultimately oversee 
the development of new information 
management systems that would put 
Kizan at the leading edge of supply 
chain risk management and analysis. 

Kizan International is a global clothing 
manufacturer and distributor based in 
Brisbane, California, with operations in 
San Francisco, New York, Beijing, Dhaka 
and Hanoi. Founded in 1972, the company 
trades under the brand name Louis 
Raphael and specialises in the design, 
production and import of menswear. 
Kizan’s products are sold by almost every 
major national retailer in the US. The 
company is known for its global sourcing 
in clothes manufacturing, with extensive 
relationships with over 60 sewing factories 
and fabric mills in seven countries. 

A 24-year finance executive veteran 
in the company, Liu has first-hand 
experience of the globalisation of the 
apparel industry. 

Supply chain expansion
Kizan was a pioneer in developing fashion 
and textiles in China. In the early 1990s 
the company faced many challenges when 

exploring production opportunities in the 
region. ‘When we were first investigating 
manufacturing options, China had its door 
closed to foreign countries – totally no 
foreign investors and no business banking 
facilities,’ Liu recalls. ‘Visitors going in 
and out of the country were scrutinised 
by the state. With my knowledge of Asian 
business practices, fluency in Chinese and 
the ACCA Qualification, helping Kizan 
establish its Asian offices was a natural fit.’  

Liu explains that doing business in 
China under an evolving communist 
regime first required establishing 
local relationships, and this meant 
understanding the local business culture. 
‘Two aspects of my training and experience 
were essential,’ she says, referring to what 
she learned from acting as a Chinese 
translator and as a lecturer in accounting. 

‘When we had meetings with 
representatives from textile mills and 
during visits to manufacturing facilities, 
or when business representatives visited 
the US, I would join them as a translator,’ 
Liu says. ‘At that time there were very 
few colleges in China teaching English in 
their business programmes, so most of 
the executives from these organisations 
had very limited English. My ability to 
understand finance at a very high level 
and communicate details between 
languages proved invaluable.’ 

Second, Liu’s experience of teaching 
accounting in the US helped her network 
with Asian executives and gain a deeper 
understanding of Chinese business 
culture and practices that would help her 
negotiate in the Chinese environment. 

‘I happened to be a lecturer at 
a university in San Francisco where 
they offered a joint programme with 
organisations from China,’ she explains. 
‘They would send their executives over to 
learn about US accounting, commercial 
law and taxation.’ Back then, commercial 
law and tax were foreign concepts in 
China. ‘They didn’t even really have a basic 
concept of profitability since almost all 
enterprises were state-owned,’ Liu adds. 

In the mix of 30 or so executives in 
the programme were managers from 
various industries and government 
agencies who were there to learn about 
capitalism. ‘Because of my fluency in 
Chinese, I was able to take some of 
the intermediate accounting and tax-
related course material and translate it 
into Chinese so they could understand 
without too much difficulty,’ explains Liu. 
‘With that, I was able to establish some 
good relationships, which helped me to 
understand how I needed to work in their 
environment in China.’  

The benefit to Kizan of developing 
these relationships with Chinese 

‘Retailers can  
look into our 

system as if our 
inventories were 
owned by them, 

minimising their 
out-of-stock risk’

* ‘Keep your knowledge of industry trends up to date.’

* ‘Understand what the challenges are from the customer 
side of the demand/supply equation and what the 
changes are in your supplier environments.’

* ‘Work closely with the supply chain to help it adapt to 
required changes in production cycles.’

* ‘When you deal with analysis and forecasting, make sure you engage 
other departments and that all the stakeholders in the company 
understand your analysis.’

* ‘Take charge of your company’s sustainability strategy for your supply 
chain n order to find competitive cost advantage while meeting 
compliance requirements.’
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businesspeople and government 
representatives became clear when Liu 
was given the job of helping open the 
company’s first Asian office in Beijing. 
‘Building those first relationships through 
my teaching experience had some 
very direct benefits. To gain the trust of 
Chinese businessmen, you have to be 
able to make them understand you and 

feel comfortable. It is important that they 
can trust you.’

As a result Kizan was able to create 
very solid relationships with its suppliers 
over the years, to the point where it 
was no longer required to hand over a 
letter of credit in order for production 
to start. Nor did Kizan have to prepay 
a percentage of the entire order. This 

became a significant financial advantage 
to the company. 

‘With such short lead times required in 
the industry, obtaining your letter of credit 
is going to delay the whole process,’ 
explains Liu. ‘However, now our suppliers 
get paid when they put the goods on 
the ship coming to the US, which helps 
minimise our financial risk.’ »
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Supply and demand
Almost 30 years after making her first 
foray into new supply frontiers, Liu is 
today at the forefront of supply chain risk 
management and analysis. As to how the 
industry has changed over the years, she 
explains that retailers have eliminated 
warehouse facilities and are pushing 
suppliers for faster turnaround in the 
order fulfilment process. 

‘This meant we’ve also had to 
evolve,’ Liu says. With an active 
footprint in more than 9,000 major 
US retailers, Kizan now specialises 
in servicing large-scale programme 
replenishment and inventory.  

‘We also have to understand how 
consumers’ purchase processes have 
changed with the addition of a variety 
of different channels, as well as know 
customers’ requirements and service 
expectations by channel,’ Liu says. ‘All of 

these different channels require different 
inventory management.’ 

This has also meant that Kizan has 
had to reassess its sourcing relationships 
to allow for greater flexibility and 
responsiveness to different trading 
patterns. ‘We now have different lead and 
production times, and provide different 
delivery methods,’ says Liu. ‘We must 
also show our ability to ship directly to 
online consumers.’  

In order to do all this, Kizan has built 
a highly sophisticated system to manage 
current and future inventory pipelines. 
It is supported by customer behaviour 
analysis, proprietary IT systems and 
precise forecasting tools. The company’s 
retailers are now able to synchronise their 
computer systems with Kizan’s so that they 
can monitor inventory levels at the stores 
or in the distribution centres and respond 
quickly to low stock levels. 

‘We’ve also upgraded our inventory 
replenishment system because this is 
indispensable competitive advantage for 
us,’ says Liu. ‘Retailers can look into our 
system as if these inventories were owned 
by them. This helps to minimise their risk 
to avoid being out of stock or incurring 
extra inventory holding costs.’ 

Kizan also benefits from that service 
as it is now able to track a sale through 
and analyse purchasing trends in 
order to adjust its own purchase and 
manufacturing plan. ‘That is a new process 
that we are quite pleased with,’ she says.

Part of Liu’s role as CFO in this new 
supply management environment is 
to work closely with the supply chain 
team to help it adapt to changes in 
production cycles. This includes finding 
appropriate credit facilities and methods 
to finance production. 

She also works with sales executives 
to reverse-engineer orders. ‘For example, 
in many cases our sales executives come 
to me with a particular price that a retailer 
would like to charge for a specific item. 
So we have to start from the customer 
expectation of price, do the reverse-
engineering to find a manufacturer, or a 
design and fabric that we can produce at a 
cost that will also provide acceptable profit 
margins for this particular programme.’ 

Her CFO function goes beyond core 
finance. She also supervises the IT team 
and drives workflow changes that might 
arise due to compliance, human rights, 
regulatory and legal requirements in the 
US and abroad. 

‘I also have to understand the 
constant changes and challenges from 
the customer and retailer side in order to 
provide flexibility and value,’ she adds. 
‘Finally, I am responsible for developing 
and implementing sustainability strategy 
across the supply chain and I make 
sure that I live up to the sustainability 
expectations of our retailers, regulators 
and customers.’ 

Liu considers this a continuous 
challenge, given the ever-rising internal 
and external costs in what remains an 
uncertain economic global business 
environment. However, she is confident 
that, by working with the management 
team, she will be able to unlock 
additional hidden value within the 
organisation to achieve a higher level of 
financial performance. ■

Ramona Dzinkowski, economist and 
business journalist
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The view from
Lawrence Chai ACCA, managing director, 3E Accounting, 
Singapore on the challenges of setting up his own practice

Prior to establishing my own 
accounting practice in 2011, I worked 
in medium-sized audit fi rms, including 
Baker Tilly Monteiro Heng, an affi liate fi rm 
of Baker Tilly in Malaysia, and LTC LLP 
in Singapore. I was involved in auditing 
listed and non-listed companies with 
businesses in various industries. I was 
also involved in business advisory work, 
including due diligence reviews for both 
local and overseas companies and special 
investigation engagements.

I am now the MD of 3E Accounting. 
I started 3E with my wife and business 
partner in 2011 to provide a wide range 
of services, including accounting, tax, 
secretarial and HR. My vision for 3E is 
to redefi ne the inherently complicated 
accounting for small and large businesses.

I’m aware of the gap between the 
high professional cost that clients are 
paying against the quality of service 
they’re receiving. To help clients achieve 
optimum cost savings, 3E is striving to 
differentiate itself from other market 
players. 3E was built and branded on 
its three ‘E’ core values – effi ciency and 
effective services at economical fees.

Branding 3E was the fi rst step towards 
building a successful enterprise. We 
started the company as a home-based 
business to keep costs to a minimum. 
Having to bootstrap our startup meant 
manpower and workspace limitations. 
With few credentials to gain confi dence 
from clients and rising operating costs, 
we worked around the clock to meet our 
clients’ expectations and requests. 

All the challenges we’ve faced are 
crucial milestones. It was only natural 
that we decided to take the next big 
step to move into our fi rst offi ce when it 
became obvious we needed to expand 
our workforce. Furthermore, since May 
2012, we have been recognised by ACCA 
as an Approved Employer. Today, we 
pride ourselves on our team of members 
that has expanded from two to 21. With 
this combined expertise, the company 
has been gaining traction and reached its 
1,000th customer milestone.

We set up another offi ce in 2013 and 
received the OCBC Silver Partner 
Award for our continuous support and 
partnership with the bank, as well as 
certifi cation as an Accredited Training 
Organisation in Singapore. In 2014, we set 
up an offi ce in Kuala Lumpur to expand 
our overseas reach, in response to fast 
growth and demand.

Things I couldn’t live without? My lovely 
family and team members, who remain 
supportive throughout my exploration 
and challenges. Books, particularly self-
improvement. My phone – I need to be 
able to email and take calls so I can reply 
promptly to clients and colleagues. ■

‘I started 3E with 
my wife and 

business partner 
in 2011 to provide 

a wide range of 
services, including 

accounting, tax, 
secretarial and HR’

Snapshot: indirect tax

The work involved in indirect 
tax can be fun, challenging and 
fascinating. It’s international, as 
the rules are very similar globally, 
but you have to spot the crucial 
differences between the systems 
– it’s all in the detail. It’s also 
interesting to work with people 
from all over the world.

 Indirect tax work often requires 
an in-depth knowledge of a 
company – who does what with 
whom, and the products; so you 
really need to get to know the 
business thoroughly.  

 Indirect taxes interact with so 
many other taxes and processes 
– including IT systems, property, 
M&A deals, expense claims, 
international travel, internal 
restructuring, movements of 
people or goods, pensions, 
litigation, personal assets of high 
net worth individuals, and many 
more. Indirect taxes are prolifi c 
and apply to all industries in 
different ways.  

Global companies often look 
at the amount of indirect taxes 
they have to manage; every 
transaction or physical movement 
needs recording, documenting, 
determining. Get it wrong and 
there is a potential exposure, which 
could be costly. Indirect taxes are 
often an unexpected cost.  

There is a lot of variety, 
challenge and interaction. 
Everything is constantly changing 
with case law and new legislation. 

 
Jo Bello, indirect tax partner, PwC
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A growing service
RSM Chio Lim senior partner Teo Cheow Tong and partners Derek How and Terence Ang 
describe how the firm continues to support Singapore’s businesses as they grow 

RSM Chio Lim was founded in 1985 as 
KH Chio & Associates, a small, four-
person practice. It expanded quickly by 
growing with their clients; since 2004, 
RSM Chio Lim has consistently been 
ranked the largest accountancy and 
consulting firm in Singapore outside 
the Big Four. 

The firm offers a comprehensive range 
of advisory and business solutions under 
the umbrella name of Stone Forest. It also 
has a wholly owned subsidiary in China 
that supports foreign businesses there. 

This year, the firm celebrates its 30th 
anniversary with its combined headcount 
of 1,200 staff.  

‘Throughout the years, we have 
positioned ourselves as advisers to 
growing businesses,’ says senior partner 
Teo Cheow Tong, who leads talent 
management for the firm. ‘We operate 
in our own niche market, and we are 
recognised as the obvious choice in that 
market. This has worked well for us.’

This niche market is clearly distinct 
from the type of clients served by 

the Big Four firms, explains audit 
services partner Derek How. ‘Our 
clients are typically owner-managed, 
entrepreneurial and internationally 
active businesses. We organise our 
services around helping them grow their 
businesses and doing business outside 
Singapore. 

‘In addition, our other value-add 
is that we are able to support them in 
their non-core areas so that they can 
better focus on the revenue-generating 
aspects of their businesses.’

▼ Team effort
(From left) Terence 
Ang, Teo Cheow Tong 
and Derek How believe 
that it is vital to nurture 
existing talent within the 
organisation
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RSM Chio Lim’s clientele and strategy 
require the firm to focus on two key areas.
The first is talent retention, because the 
firm’s approach so heavily emphasises 
interpersonal contact and the direct 
involvement of senior people. The second 
is client service, which the partners 
describe as a critical success factor in its 
growth over three decades of operation.

Encouraging talent to stay
Despite its size and healthy growth, 
RSM Chio Lim faces the same talent 
shortage as the rest of the accountancy 
sector. Hence, say partners, the greatest 
challenge is to ensure that they have 
sufficient experienced people with the 
skills to cater to the increased clientele 
and their growing needs.  

‘The most effective solution is to 
groom and nurture the talent we already 
have’ says Teo. At the same time, the 
firm is always on the lookout for external 
talent. They practice ‘hire first, deploy 
them later’. This recruitment strategy 
supplements the ‘grow-your-own-timber’ 
policy to provide the firm with the 
capacity to handle busy periods well. 
Indeed, the firm has been known to reject 
new work so that they can focus on the 
work on hand and commit to completing 
them well. In so doing, the staff is also 
kept motivated.

To encourage people to stay on, RSM 
Chio Lim’s working environment is made 
as friendly as possible through small but 
meaningful gestures. For example, each 
person is given a desk of their own rather 
than having to share work spaces.

‘Hotdesking is supposed to be 
popular these days, but the concept of 
having your own desk is dear to the firm’s 
founders. It is part of treating your staff 
with respect,’ says Teo.

He describes other seemingly 
insignificant features of the firm’s 
working environment that have made 
an unexpectedly large difference. For 
example, when RSM Chio Lim’s offices 
were located in buildings with central air-
conditioning, condensers were installed 
so that staff who came back to work at 
night or on weekends could benefit from 
air-conditioning. In the firm’s current 
offices at Wilkie Edge, air-conditioning is 
on demand 24/7 and allows staff to set 
the temperature to their preference.

‘It might look very trivial. But to us, it’s 
important, especially for staff who come 
from working environments that don’t 
have such features,’ says Teo.

The firm also cultivates a strong 
culture of mutual assistance. Partners 
and managers take pains to help staff 
out wherever possible, he says. ‘As a 
firm, we recognise that the profession is 
already tough enough as it is. Our people 
are faced with technical demands, time 
commitments, reporting deadlines, and so 
forth. So we try to make life less stressful 
by emphasising to the staff that we are 
here to help. As we see it, our staff are 
here to learn, or they would be working 
in a job that allows them a slower pace 
of life. So as seniors, we help them learn 
instead of creating more stress for them.’

Finally, and possibly most significantly, 
the firm’s policy is to evaluate 
performance strictly on merit, so that 
everyone is able to work on an even 
playing field. No family ties are allowed to 
influence recruitment or advancement.

‘The founding partners were 
generous enough to allow people to 
make partner on the basis of no equity 
and no goodwill. Our founding partners 
made it a practice not to have children or 
immediate family members of partners in 
the firm,’ Teo explains.

Client service focus
RSM Chio Lim’s main growth factor over 
the decades has been client referrals, 
and to support this, the firm has tried to 
inculcate a client service model into its 

culture, says How.
‘Client service means two things to 

us,’ he explains. ‘One is speed; clients’ 
minimum expectation is that we must 
be able to meet the deadline, so we 
focus on meeting – and beating – it. Our 
response times are generally prompt, and 
we can turn around jobs faster. We take 
pride in saying that we compete in terms 
of speed.’

The other aspect is adding value. 
Partners routinely encourage clients to 
be open about any problems they face, 
so that the team can provide them with 
professional advice and help them resolve 
the issue. This approach is generally 
well received, says Ang. ‘Our clients 
are typically business owners, and they 
appreciate anything we share with them 
as added value,’ he elaborates.

However, as RSM Chio Lim continues 
to grow, maintaining that culture becomes 
more challenging. Skill-wise, the firm 
already leverages on technology to help 
people do their work more effectively 
and efficiently. In addition, clients are 
segregated into key industries such as 
funds, real estate, oil and gas, retail, food 
and beverages and so on, so that the 
expertise of various departments can be 
brought together.

‘With audit, for example, we do not 
just focus on audit,’ says How. ‘We bring 
in tax, risk management and other related 
areas to provide our clients with more 
value-added advice.’

This approach, while holistic, 
requires considerable investment in 
training and development. The people 
working with each vertical market, 
particularly senior people, need 
specialised knowledge and skill sets in 
order to advise clients.

‘If we want to serve our clients better, 
we need to be sure that our knowledge 
is up to date. We cannot act in a silo 
manner,’ explains How. Hence, people 
are regularly seconded to other firms in 
the RSM International network to provide 
them with relevant exposure. »

‘If we want to 
serve our clients 

better, we need to 
be sure that our 
knowledge is up  

to date’

About the firm
 
RSM Chio Lim is the largest accountancy and business advisory group outside the 
Big Four in Singapore, employing around 1,200 people in Singapore and China. 
It comprises RSM Chio Lim, the public accounting arm, and Stone Forest, the 
advisory and business solutions group. It is also the Singapore member of RSM 
International, the world’s seventh largest professional services network of audit, 
tax and advisory firms. 
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More important is the client service 
mindset, say partners. To cultivate that 
mindset, the firm has implemented 
a series of training and recognition 
initiatives emphasising the importance of 
client service. 

For example, RSM Chio Lim is 
currently the only firm outside the 
Big Four to have a full-time soft-skills 
training manager. Other programmes 
include one-day seminars during 
which senior personnel share their 

experience with client service, and 
an iC.A.R.E Award which recognises 
outstanding staff.

‘It goes back to the principle of 
treating our people with respect,’ 
says Ang. ‘We offer our clients and staff 
the same level of transparency and 
honesty at all times, even if we have to 
tell them negative things sometimes. 
That level of honesty attracts new 
talent and contributes to client and 
staff retention.’

Ultimately, says Teo, sticking to 
principles is what will keep RSM Chio 
Lim moving forward: focusing on its 
advantages of client service, speed and 
value-add, and ensuring that the business 
advisory services can continue to support 
the audit practice.

As he sums up: ‘We are committed 
to growing those services to support our 
clients in their pursuit of growth.’ ■

Mint Kang, journalist
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Driving forward?
As Asia’s fifth largest economy, Indonesia is emerging as a force to be reckoned 
with. But first the country must tackle the obstacles to prolonged growth
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most types of fuel except for a fixed IDR1,000 
subsidy on diesel. 

For the government of Widodo, who took 
office in October, eliminating fuel subsidies 
will free up billions of dollars for new spending 
and to shore up the country’s accounts. 
Speaking in January, deputy governor of Bank 
Indonesia Perry Warjiyo said that the cuts in 
fuel subsidies will save around US$21bn; almost 
a third of that money will be used on social 
programmes, with the rest going towards 
infrastructure development. 

As a result of the subsidy cuts, in December 
inflation surged to 8.36% year on year, though 
the spike was not expected to last. In its January 

meeting, the country’s central bank kept the country’s policy rate 
steady at 7.75% and there was no indication that Bank Indonesia 
would change its approach any time soon. 

‘On the economic forecast this year and going forward we are 
positive,’ said Warjiyo. ‘We will keep assessing how the economy 
is going, the inflation rate, growth, liquidity and so on. Thus far, 
we are quite happy with 7.75%.’ 

Significant challenges
Nevertheless, the linchpin of the Association of Southeast 
Asian Nations (ASEAN) will have to overcome some significant 
challenges to keep growth up at above 5% per year and even 
higher. A first challenge will be shoring up domestic demand, 
which Faraz Syed, an assistant economist at Moody’s Analytics, 

The large drop in the price of oil through 
the second half of 2014 worked well 
for Indonesia, a large economy that is 

working hard to generate an investment boom 
that will keep its economy growing at envy-
generating levels for the next few years. 

At first glance, the massive drops in the 
price of oil from above US$100 a barrel in the 
first half of 2014 to the US$45 mark by the end 
of January 2015 should have been a blow for a 
country that produces around 1% of the world’s 
oil. Counterintuitively, however, the drop made 
it possible for the government to eliminate 
punishing fuel subsidies while causing a minimum 
amount of pain for the country’s emerging 
consumer class.

Indonesians had long paid less than anyone else in Asia at the 
pumps, but all that cheap fuel was a drag on the government’s 
budget. That money can now be used to shore up the capital 
account, invest in education and healthcare and develop more 
infrastructure – all things the country needs in order to convince 
international investors to continue pouring money in. 

Eliminating the fuel subsidies with the price of oil above 
US$100 a barrel could have driven inflation up to unsustainable 
levels. As things turned out, the price of oil had dropped to 
under US$80 a barrel when President Joko Widodo announced 
in November the plans to begin cutting fuel subsidies by 
IDR2,000 (US$0.16). Then, in a surprise move at the end of 
December, the government eliminated subsidies altogether on 

▲ High hopes
A builder at work on the 
Bassura City construction 
site in Jakarta, Indonesia. 
The country is aiming for 
growth of 7% by 2017

◄ Get in gear
As new cars are prepared 
for delivery around 
Indonesia, Jakarta 
struggles with chronic 
traffic congestion
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research department. ‘However, we are still expecting the pace 
of growth to pick up in 2015.’

This year, the country is embarking on a programme of 
infrastructure building while undertaking structural reforms to 
facilitate growth and shore up the lowest level of growth since 
2009. The reforms could help push growth to 6%, according to 

the International Monetary Fund. 

Buffers strengthened
‘Sound macroeconomic management 
has bolstered policy credibility and 
external resilience in Indonesia,’ 
says David Cowen, an adviser to the 
IMF’s Asia and Pacific Department. 
‘Over the past 18 months, policy 
and reserve buffers have been 
strengthened considerably. The current 
policy framework rightly focuses on 
efforts to maintain macroeconomic 
and financial system stability, while 
pursuing structural reforms to boost 
growth potential and provide greater 
employment opportunities for the 
youth in Indonesia.’ »

describes as ‘weak’. A second will be curbing inflation, which 
spiked in December but has remained stubbornly high for 
quite some time. 

A third challenge may be developing better infrastructure, 
a particularly urgent need. Indonesia needs to build 2,000km of 
new roads, new railways, 10 new ports, airports, power plants 
and more. A fourth will be to continue 
enhancing investor confidence by 
reforming the bureaucracy, eliminating 
red tape and avoiding a repeat of 
2013, when Indonesia came close 
to having a capital account crisis. 
Here the removal of fuel subsidies 
will help. 

All these may be short-term 
challenges, however, and it is hard 
to find someone who is not positive 
about the prospects for the country in 
the medium and long term. 

‘The recovery in investment has 
been softer than we’d previously 
expected,’ says Joseph Zveglich, 
assistant chief economist at the Asian 
Development Bank’s economics 

◄ Fuel frenzy
Motorists in Indonesia 
hurried to fill up at petrol 
stations ahead of the cut to 
fuel subsidies, announced 
in November 

‘Sound 
macroeconomic 

management 
has bolstered 

policy credibility 
and external 

resilience’ 

33

03/2015 Accounting and Business

Indonesia | Focus



commercially unattractive, that’s where the government 
will focus.’ 

One of the more significant unknowns is the interest rate 
environment in the US, which could impact the flow of funds and 
investment into the country.

‘Indonesia has been a significant recipient of foreign inflows 
in a global environment of easy liquidity,’ Wiranto said. ‘The 
potential of a tighter US monetary policy and an outflow of 
funds…present some adjustment risks ahead.’ ■

Alfred Romann and Kristine Yang, journalists

The Organisation for Economic Co-operation 
and Development (OECD) expects Indonesia’s 
economy to grow 5.2% this year and 5.9% in 2016 
‘due largely to an acceleration in investment and 
firming consumption’. 

The private sector has, in broad strokes, been 
supportive of the programme of reforms that 
Indonesia has undertaken, with the relatively 
decisive steps that the new government has taken 
helping to shore up confidence. Irhoan Tanudiredja, 
a senior partner at PwC Indonesia, believes that the 
next few years should be good ones.

‘Indonesia is one of the highest growth potential 
countries in the world since the 2008 global financial 
crisis,’ Tanudiredja says. ‘In general, PwC Indonesia 
is optimistic that Indonesia’s economy is growing in 
the next three to five years based on the policy that 
has been set by the government.’

Another investment boom?
The economy is generally balanced, with over 50% 
of growth coming from domestic consumption 
and foreign direct investment (FDI) contributing 
another 30%. With a more stable domestic 
environment, Indonesia is now expecting another 
investment boom driven by stronger fundamentals 
and faster development. 

‘The relatively stable political environment, 
combined with a large, young population, 
abundant natural resources and other favourable 
factors, have made Indonesia the third most 
attractive investment location in Asia Pacific,’ 
Tanudiredja says. 

If the country makes the right moves, the 
economy could grow by as much as 7% by 2017. 
‘If it can improve the country’s infrastructure, cut 
back on corruption as well as simplify investment 
approval procedures, Indonesia will have a good 
chance of boosting inward FDI, especially from 
Japanese firms that are loaded up with BOJ’s 
largesse,’ said Wellian Wiranto an economist at 
OCBC Bank in a January report. 

The Indonesia Investment Coordinating Board 
expects FDI to rise by 15% over the next year 
thanks to special incentives for high-quality investment that 
create value and generate multipliers, says Tanudiredja. And the 
government says that it is flexible enough to adapt to prevailing 
conditions in its search for better infrastructure.

‘Where a project is economically feasible and 
commercially feasible we will leave it to the private sector,’ 
coordinating minister for economic affairs Sofyan Djalil said 
at a PwC Indonesia event in January. ‘Where a project is 
economically feasible but commercially less certain and needs 
government support we will use [public private partnership] 
arrangements. Where a project is economically feasible but 

Mixed signals

Jakarta, the capital of Indonesia, is famous for its traffic. Jams are 
common. Construction of a rapid transit system has been going on for 
years. And if the roads are troublesome, the sidewalks are worse, with 
open sewers, holes and fallen trees. 

Infrastructure is the Achilles’ heel of Indonesia, which one veteran 
country watcher describes as ‘the largest economy nobody has ever heard 
of’. He is only half joking. Despite having the fourth largest population in 
the world at 248 million and the fifth largest economy in Asia at US$880bn, 
Indonesia is often overlooked as a global player. Part of the problem 
is that investors get mixed signals; in April 2014, Indonesia sent a chilly 
message when it revised its list of sectors banned to foreign investment; 
this includes electrical power installation services, a key infrastructure area.

Andrew White, managing director of the American Chamber of 
Commerce In Indonesia, says that the move was a ‘cold shower for 
investors’. Another longstanding concern has been inflation, which 
spiked in December 2014 to 8.36% year on year after the government 
eliminated fuel subsidies. Still, investors are coming back after pulling 
much of their money in 2013 over fears of a capital account crisis. In the 
third quarter of 2014, for example, Indonesia received US$7.46bn more 
in FDI than a year earlier – a 6.9% increase. 
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CEO survey
Confi dence in global growth wanes but 
remains high in companies’ own prospects

Growth, red tape and competition
Fewer CEOs than last year think global economic 
growth will improve over the next 12 months, though 
confi dence in their ability to achieve revenue growth 
in their own companies remains stable, according to 
PwC’s 18th Global CEO survey results.

Regulatory bear-hug
Over-regulation again tops the list of concerns, named by 
78% of CEOs worldwide. This is up six points from last year 
and is now at the highest level ever seen in the survey. The 
six countries where concern is greatest are:

Indian CEOs are bursting with confi dence about the prospects for revenue growth over the next 12 months while Russian CEOs 
have gone from most confi dent 12 months ago to least confi dent now. The fi gures here are for ‘very confi dent’ respondents.

For more information:

PwC’s 18th Annual global CEO survey is based on 1,322 
CEO interviews in 77 countries during the last quarter of 

2014. The full report is at www.pwc.com/ceosurvey

37%
are very 

confi dent of 
global GDP 

growth

39%
are very 

confi dent 
of business 

growth

78%
are 

concerned 
about over-
regulation

56%
think 

cross-sector 
competition 
is on the rise

The upbeat 
league

India 62%
Mexico 50%

US 46% 
Middle East 44% 

Australia 43% 
UK 39% 

South Africa 39% 
China and Hong Kong 36% 

Canada 36% 
Spain 35% 

Germany 35% 
Brazil 30% 

France 23% 
Venezuela 22% 

Italy 20% 
Argentina  17% 

Russia 16% 

98% Argentina96% Venezuela90% US90% Germany87% UK85% China
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The right track
New research looks at how boards can anticipate potential drawbacks of organisational 
culture and offers advice on how to address them, as ACCA’s Pauline Schu explains
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In 2014 ACCA and the UK’s Economic and Social Research 
Council (ESRC) completed an international research 
project that examined the infl uence of corporate culture, 

regulation and compliance systems in driving either functional 
or dysfunctional behaviour in organisations. The conclusions, 
outlined in the report Culture and channelling corporate 
behaviour, aim to provide business leaders with innovative 
guidance on the path to cultural assessment and change.

Effective channelling
If you have ever used the London Underground, the following 
will all sound familiar to you: please mind the gap; please stand 
behind the yellow line; please stand on the right; please keep 
left – in other words, please go with the crowd and do not ever 
interrupt the fl ow of movement. 

On the Tube system, around a million commuters are trying 
to make it to work on time every weekday morning. Securing 
a smooth and uninterrupted fl ow of trains and passengers is 
therefore the main priority of Transport for London (TfL) as an 
organisation. Effective traffi c regulation is needed to channel 
users’ behaviour, and constant reminders are displayed and 
broadcasted all over TfL’s routes. At peak times, staff are on the 
platform, tirelessly repeating that customers should stand behind 
the yellow line and let passengers off the train fi rst. 

London is a particularly cosmopolitan city, bringing together 
people of various cultural mindsets, yet nearly everyone 
eventually comes to conform to the ‘herded- sheep’ behaviour 
that makes the Tube as effi cient as it can be, even at peak hours. 

The behaviour of others signifi cantly infl uences the behaviour 
of individuals. On the Tube, standing on the wrong side of the 
escalator or blocking opened train doors by standing right in front 
of them causes remonstration. Generally, though, people will 
comply with TfL’s exhortations. 

Taking the Tube reveals an extraordinary journey into British 
culture (or at least its clichés). While some cities experience 
chaos during peak traffi c jams, or when workers go on strike, in 
London people grumble in line. The culture at the heart of the »

London 
Underground 

shows that 
regulation 

is critical to 
functional 

organisations

Points for consideration by 
the board

* Align and embed core values at the 
very top.

* Watch out for the trickle-down 
effect and dynamics in groups.

* Track how decisions are being 
made.

* Be honest about the value of 
regulation and codes.

* Beware of unintended consequences 
attached to any incentive structure.

* Find out what motivates people.

*  Anticipate trends.
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extensive rules, procedures and compliance 
systems failed to create the conditions for 
ensuring appropriate conduct in some of the 
largest fi nancial institutions. The sub-prime 
crisis and the mis-selling of fi nancial products to 
businesses and individuals likewise showed how 
rules and procedures did not protect customers 
and certainly failed to regulate ethics in fi nance. 

Implementing ethical practices in business 
is diffi cult. The defi nition of ethics is subjective 
and often works on a case-by-case scenario. Yet 
sound corporate governance and internal control 
can help promote ethical behaviour – as long as 
that is what the organisation wants. During the 
inquiry into the Libor scandal, it was argued that 
misconduct was not solely characteristic of a small 
number of traders but more deeply entrenched. 
Investigations into banks’ business practices also 
concluded that both their incentive structures 
and control systems were ‘so defective that they 
incentivised traders to benefi t their own book’ – 
behaviour made possible because management 

‘turned a blind eye to the culture of the 
trading fl oor’.

In the UK, the Financial Stability 
Board now expects boards of fi nancial 
institutions to assess their risk culture, 
and boards in other sectors might soon 
be required to do so too. In Culture 
and channelling corporate behaviour, 
ACCA proposes a framework to help 
organisations understand the drivers of 
behaviour (in terms of risk, challenge or 
reward), and explains how to go about 
assessing their own culture. 

The report lists a number of trade-
offs that need to be balanced by the 
boardroom and by staff. For example, is 
there openness to mistakes or is there 
zero tolerance and a blame culture? Is 
the organisation innovative or tightly 

controlled? Does profi t rule or does public value matter more?
The model is a fi rst step towards developing other tools 

for behavioural analysis. It is hoped that both businesses and 
academia will contribute to advancing this new and important 
area of research. ■

Pauline Schu, policy and research offi cer, ACCA

Underground system has been passed 
on to its users through the effective 
enforcement of its norms and practices. 
Rules and procedures are critical in 
ensuring appropriate  conduct, and 
the constant reminders of the staff 
on platforms prove effective tools in 
channelling passengers functionally.  

London Underground shows that 
regulation is critical to functional 
organisations. It also reveals how 
culture infl uences behaviour, how 
groups get organised, and how norms 
get passed along to newcomers. 
Finally, it demonstrates how this is a 
day-to-day job. Signs throughout the 
stations, members of staff everywhere 
and recorded traffi c updates fl awlessly 
aired all contribute to channelling functional behaviours 
that allow the smooth and organised movement of crowds. 
Regulation, together with softer behavioural ‘nudges’, provides 
an effective system of control.

Similarly, regulations on their own will not infl uence ethical 
behaviours until governance and risk management improve. Filling 
the offi ce with ‘I love ethics’ stickers will not help, but creating an 
environment where people can comfortably discuss their concerns 
may. A safe and effective whistleblowing procedure should also be 
seen as a key safety valve for the organisation.

Limits of rules
In the UK’s banking sector, the Libor scandal, which involved 
the manipulation of interbank lending rates, highlighted how 

For more information:

Read Culture and channelling corporate behaviour at 
www.accaglobal.com/culture. The report was co-authored 

by Pauline Schu and Paul Moxey, head of corporate 
governance and risk management at ACCA

Is there a role for audit?

The Institute of Internal Auditors has built a strong case for the 
involvement of internal auditors in ethics; a recent report notes that 
the audit of cultural indicators should move beyond processes and 
controls, and combine hard data with intuition.

Culture and the role of internal audit: looking below the surface 
can be downloaded at tinyurl.com/iia-culture

Sound corporate 
governance can 

help promote 
ethical behaviour 

– if that is what 
the organisation 

wants
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Regional performance: Europe

Western Europe performed below expectations. Many 
firms report single-digit growth here, due to the economic 
slow-down, although things are on the up. Average 
growth for firms in France in 2014 was 4% compared to 
1% in 2013; in Germany and Italy, firms saw an average 
increase of 5% and 4.6%, respectively. In contrast, Eastern 
and Central Europe saw growth of over 10%.Mixed fortunes

A survey of the top 50 global accounting networks finds that, despite higher fee income 
over the past 12 months, professional services face challenges to future growth

After the Big Four, the largest mid-tier network was BDO, with 
a record US$7bn in fee income in the year to 30 September, up 
9%. After reporting the highest growth rate among the top 10 
global networks in 2013, Grant Thornton International reported 
slightly slower growth in 2014; the network earned US$4.7bn in 
fees in the year to 30 September 2014, up 5% year on year.

Audit’s tight rein
In a difficult audit environment, 
the advisory contribution to 
revenues has risen significantly 
in recent years. It continued to 
do so in 2014, with most firms 
admitting their organic growth 
was achieved on the back of tax 
and advisory.

This raises questions about 
auditor independence. Some 
regulators have been looking 
at whether firms should have 
to offer either audit or advisory 
services but not both. This is 
against a backdrop of regulatory 
changes, including the EU audit 
reform directive passed in 2014, 
which introduces mandatory 
audit firm rotation and restricts 
firms offering certain non-audit 
services to their audit clients. »

Professional services showed strong revenue growth 
overall in 2014, although they are still some way off pre-
2008 levels. Overall, the 52 networks and associations 

surveyed by International Accounting Bulletin reported 
combined fee income of US$181.7bn, up 6% year on year. 

The Big Four grew by 6% year on year, with combined fee 
income of US$120.3bn. Average 
growth among the next six was 
8%, with combined revenues of 
US$26bn. And average growth 
across all 27 networks was 6%, 
with combined fee income of 
US$159.5bn. 

Deloitte remains the largest 
global firm for the second 
year running. It beat PwC by 
US$248m, with fee income of 
US$34.2bn in the year to 31 May 
2014. PwC reported US$33.9bn 
in the year to 30 June 2014. 

EY, in third place, had 
another year of 6% growth, with 
fee income of US$27.3bn in the 
year to 30 June 2014.

Fourth-ranked KPMG had fee 
income of US$24.8bn in the year 
to 31 September 2014, breaking 
its two-year sequence of sub-5% 
year-on-year growth.

Top 10 global accounting networks 
Ranking Fee income Growth  
  (US$m)  rate (%)

1  Deloitte 34,200.0  6

2  PwC 33,952.0  6

3  EY 27,369.0 6

4  KPMG  24,820.0 6 

5  BDO  7,021.9 9  9

6  Grant Thornton  
 International  4,728.6  5 

7  RSM International  4,391.2  18

8  Baker Tilly  
 International 3,562.8  5

9  Crowe Horwath  
 International 3,435.9  8

10  Nexia International  3,072.6  5
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Advisory inroads 
Advisory services continue to eat into the territory of audit and 
accounting. Advisory now accounts for 30% of overall earned 
revenues across the top 10 networks, and 35% of all the Big 
Four’s fees.

The Big Four in particular have stepped up the advisory race 
of the previous few years, closing high-profile transactions with a 
range of consulting businesses. 

Deloitte’s decision not to move away from consulting in the 
early 2000s – unlike other firms that did so following the Enron 
scandal and Arthur Anderson collapse – appears to have paid 
off. Deloitte’s consulting practice has witnessed robust growth 
over the past eight years.

KPMG, PwC and EY continue to rebuild their advisory 
offering, and large deals have been completed in the past 
18 months – in particular, PwC’s merger with Booz (renamed 
‘Strategy&’) in April 2014, and EY’s with consultancy The 
Parthenon Group in September 2014.

Non-Big Four firms report advisory services growing. From 
risk consulting to transaction services and technology, the mid-
tier firms are increasingly focusing on building up their specialist 
expertise to attract clients.

The trend towards developing the potential of advisory 
and consulting services is matched by moves towards greater 
legal capabilities. This shift is particularly evident in the UK. 
In December, EY UK joined PwC and KPMG in securing an 
alternative business structure licence, allowing it to provide 
legal services in England and Wales. The same trend has been 

Many firms outside the Big Four see some opportunities 
arising from the EU requirements but few are hugely optimistic. 
‘It will have an effect on the business, but I don’t think it will 
be massive,’ says Jean Stephens, chief executive at RSM 
International. ‘It will throw some opportunities our way, but did it 
achieve what we had hoped? No. I think everyone agrees on that.’

The real game-changer will be how each EU state turns the 
audit reform into national law. The reform permits member states 
to choose from 83 options, so a patchwork of different laws is 
expected to be created across the EU by 17 June 2016, the date 
at which the reform must be implemented. This is expected to 
bring additional cost and complexity for the larger firms.

Fee pressure continues and is likely to stay, given the 
increase in tendering brought about by regulatory change. 
Firms are responding by focusing on audit quality, providing a 
differentiated service, and investing in technology to carry out 
the audit as efficiently as possible.

Tax in contention
Global taxation is undergoing significant changes. Last year 
saw the first deadline for action from the G20-sponsored 
Organisation for Economic Co-operation and Development’s 
Base Erosion and Profit Shifting (BEPS) action plan, and 
the growing calls for more transparency on tax issues bring 
increasing risk for multinationals. The complex international tax 
landscape has largely contributed to good tax performance for 
professional services. In contrast with audit, the market values tax 
services – there is no evidence of price compression here. 

Top 10’s market share 

Mid-tier 33.8%

Deloitte 18.8%

PwC 18.7%

EY 15%

KPMG 13.7%
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observed in the Asia-Pacific region. In October last year, EY 
added a law firm in Singapore, building on a previous legal 
addition in Shanghai and the opening of a legal practice in 
Vietnam. It has also been building its legal services across 
Australia and New Zealand.

Pass it on 
Succession planning has become a growing challenge for the 
accountancy profession. Networks and associations risk seeing 
member firms leave as partners retire with no other option than 
to sell their practice to get their equity back.

The problem might intensify in coming years, with the baby 
boomer generation, now in their 50s and 60s, posing serious 
challenges in terms of succession.

A survey by Harris Decima of Canada found that, of 1,819 
firms surveyed, only 31% have a formal or written succession plan 
in place. The figure is even lower among sole practitioners, with 
only 3% of the 1,273 IAB survey respondents in this category 
having a written or formal succession plan at their firm.

Shape of things to come
The widespread economic woes of the years following the crisis 
are slowly giving way to a much less uniform picture, where areas 
of high growth contrast with enduringly sluggish performance. 
Issues such as dwindling demand and stagnant performance are 
gradually being replaced by concerns ranging from recruitment 
and succession planning, to competition and the impact of large-
scale geopolitical events.

Geopolitical changes, including the rise of nationalism and 
protectionist policies in many countries, could have major effects 
on trade, investment, tax policy, and mergers and acquisitions, 
according to many of the firms surveyed. Another major 
challenge identified for 2015 is 
the need to restore economic 
growth through building trust.

Other trends likely to 
impact firms in future are tech 
developments, which are 
already altering how services 
are delivered; and increased 
globalisation of the marketplace, 
where different players are 
expected to emerge and 
networks to expand. However, 
on balance, firms remain 
optimistic for their businesses. 

In the balancing act of 
turning challenges into 
opportunities, while dealing with 
regulatory changes around the 
world, firm leaders face another 
challenging year. ■

This article was contributed by 
International Accounting Bulletin 

Regional performance

Europe
Western Europe performed below expectations. Many 
firms reported single-digit growth, due to the economic 
slowdown, although things are on the up. Average growth 
for firms in France in 2014 was 4%, compared with 1% in 
2013; in Germany and Italy, firms saw an average increase 
of 5% and 4.6% respectively. By contrast, Eastern and 
Central Europe saw growth of more than 10%.

North America
North America was more uniformly positive. Reflecting 
growth in the US economy of 2.9%, fee incomes rose over 
the year for most respondents. The Big Four grew by an 
average of 8%, reaching US$40bn in combined revenue.

Asia Pacific
China’s economic growth makes it a key market still for 
most global players. In 2014 the average growth rate 
among networks and associations in Greater China was 
16%. The Big Four remain challenged by an ongoing legal 
battle with the US regulator, and rivals are mounting an 
increasingly convincing challenge. In mainland China, 
KPMG has been overtaken by BDO LiXin, according to the 
Chinese Institute of Certified Public Accountants (CICPA). 

Africa 
In a continent with a 7% rate of GDP growth, Nigeria was 
the country where firms fared best, growing by 19% on 
average. Elsewhere strong performance was blighted by 

unfavourable exchange rates, 
particularly in South Africa 
(where firms nevertheless 
grew by 8.4% on average in 
2014, up from 6% in 2013). 
An example of optimism in 
Africa is HLB’s expansion, 
with new firms in Egypt, 
Kenya, Rwanda and Uganda.

Latin America
In contrast to Africa’s soaring 
popularity, the outlook 
for Latin America remains 
more mixed, although there 
is potential in Colombia, 
Panama and Brazil, which are 
experiencing some growth. 
In particular, average growth 
for firms in Brazil during 2014 
was 13% – second only to 
China and Nigeria.

Average fee split – top 10 networks 

  2008   

Audit and accounting  53  

Tax   23  

Advisory  24  

 2014

Audit and accounting   46

Tax                                   24

Advisory                            30
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Risky business
In business just about anything could happen – in theory, at least. But does that mean 
you should tell your shareholders all about it and how you intend to address it?

Opening up
The financial crisis has seen that argument bite deeper, and 
prompted a range of legislation (including IFRS 7, Financial 

Instruments: Disclosures, and the 
recommendations of the Enhanced 
Disclosure Task Force of the Financial 
Stability Board) aimed at improving risk 
disclosure in the financial sector. The 
2008 crisis certainly raised the profile of 
risk reporting and brought discussion of 
risk more into the open. According to a 
new report from ACCA, though, formal 
risk reporting by companies still has a 
long way to go.

ACCA’s Reporting risk study 
details the views of a range of senior 
risk experts representing preparers, 
users and regulators. It argues that all 
sides recognise that risk reporting needs 
to improve. The real question is how to 
make that happen.

Running a business is inherently risky – there are the small 
everyday risks (one of your suppliers goes bust, or the 
price of a commodity rises sharply), and then there are 

the risks that you think will never 
happen but sometimes do (a fire, 
a worldwide credit crisis, a ship 
loaded with your stock sinking). 

Boards (good ones, at least) 
routinely discuss what could go 
wrong and what to do about it. But 
how much of all this should they tell 
their shareholders? 

A series of high-profile corporate 
failures and incidents in recent years 
(the BP Deepwater disaster and 
Sony’s recent hacking experience, to 
name two) have given more teeth to 
the argument that companies need to 
do a better job of explaining the risks 
they face to their shareholders and 
other stakeholders. 

‘It’s precisely 
because 

something is 
sensitive that 

it should be 
reported to 

shareholders’
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For more information:

Risk Reporting is available at www.accaglobal.com/ab/161

Many of the experts consulted agree that progress has been 
made since the fi nancial crisis. But too much risk reporting today 
is unnecessarily generic, compliance-driven, bland. Or, as Eric 
Tracey, consulting partner with investment manager Governance 
for Owners, witheringly says, it covers ‘everything but the kitchen 
sink, in which case it becomes completely useless’.

Balancing interests
At the root of the problem is a fundamental difference between 
what users want and what preparers are prepared to give. To 
put it simply, users want to see more discussion of the risks a 
company faces, while preparers want to say as little as possible 
for fear of spooking the horses.

Companies fear that providing too much detail about 
risks could scare off investors or reveal sensitive information. 
The latter is an argument that analysts scoff at. ‘It’s a fantastic 
smokescreen to hide all sorts of things,’ says Tracey. ‘You ought 
to be able to describe your risks without giving away something 
you should keep secret. It’s precisely because it is sensitive that 
something should be reported to shareholders.’

So what do users want to see? The report details 
a wish list that includes a discussion of the risks that 
really matter to the company, preferably in order of 
priority. Users want to know why management believes 
that these risks are critical and what it plans to do to 
mitigate them. They also want to know of any new 
risks that have emerged since the last risk report. 
Above all, users want candour – an honest discussion 
of risk within the context of the company’s strategy 
and business model. 

Putting a price on risk
But could risk reports go further still? Journalist 
and fi nancial analyst Jane Fuller raises the more 
controversial possibility of quantifying risks. It 
would be more useful for analysts, she argues, if 

management explained that a particular event (such as the 
risk of litigation) rarely happened but put a fi gure on the 
potential fi nancial impact on the company if it did (based on, 
for example, actual litigation payouts in similar cases).  

‘This approach might cause migraines in many a 
boardroom,’ she says, ‘but it would result in a far more 
useful discussion about risk.’

The march towards better risk reporting seems to be 
gaining momentum, in some countries at least. At the end 
of last year, the UK’s governance regulator, the Financial 
Reporting Council, announced changes to the corporate 
governance code so that it recommends that directors 
include ‘a robust assessment of the principal risks 
facing the company’ in their annual report, along with 
an explanation of how these risks are being managed.

The experts consulted for Risk Reporting agree 
unanimously that better risk reporting is benefi cial 
to companies as well as users, with one contributor 
pointing out that risk reporting has now moved on 
from a focus on mitigation to a way of adding value to 
the organisation. 

Ewan Willars, director of policy at ACCA, thinks 
that good risk reporting gives investors greater 
confi dence: ‘We believe that greater disclosure 

of risk is not a threat, but a chance to 
demonstrate the strength of the company’s 
controls and management.’ ■ 

Liz Fisher, journalist

Unintended consequences

‘There has been a huge increase [in regulation faced by 
multinationals] since the fi nancial crisis, and the question is 
whether that drives better risk management or not. There 
have certainly been unintended consequences; at Shell we 
are captured by criteria that are not intended for us, simply 
because we are large. In my view that has the potential to 
distract organisations from good risk management. 

‘My main concern is that the raft of new regulatory 
requirements could result in organisations seeing risk 
reporting as just another box-ticking exercise, rather than 
driving better risk management. We have to be careful 
that we’re not reporting risk in order to satisfy a process, 
but that risk management is used effectively as a way to 
differentiate the business.’

Simon Constant-Glemas, VP corporate and UK country 
controller, Shell

No longer a four-letter word

‘I’ve seen a lot of progress in risk reporting since the 
fi nancial crisis. Risk has now become something that can 
be discussed, when previously it was a four-letter word. 
The better [risk] reporters are telling us something useful 
about risk – the levels of disclosure used to be terrible 
across the board, but now there are plenty that are not.

‘The big challenge now is the mass of companies 
whose risk reporting is inadequate at best. There are 
some shining examples, good reports that tell the story 
honestly and in the voice of the company. The trick now is 
to get the others up to speed.’ 

Frank Curtiss, head of corporate governance, RPMI 
Railpen Investments
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Talent doctor: Influencing style

Dr Rob Yeung is a 
psychologist at leadership 

consulting fi rm Talentspace

Career boost
Pushiness makes enemies, but pliancy misses out. Dr Rob Yeung explains the art of 
infl uencing people. Plus, interviews are becoming sprints rather than marathons

You can’t be successful at work – or 
indeed in life – without being able 
to infl uence and persuade others. 
But to understand your style of 
infl uence, you need to ask yourself 
two questions.

First, to what extent can you say 
no to unreasonable requests? Score 
yourself on a scale of 1 to 10, where 
1 is ‘I fi nd it really diffi cult’ and 10 is 

‘no problem whatsoever’. Second, on the 
same 1 to 10 scale, to what extent do you 
look for ways to be helpful to the people 
you work with?

These questions are taken from a 
questionnaire designed by University 
of Arkansas academics. The fi rst, about 
saying no, measures your skill at what I call 
‘push-assertion’ – the ability to speak up, 
say what you want and set the agenda. 

However, research tells us that people 
who are strong only at push-assertion 
can come across as aggressive, overly 
demanding and pushy.

The second, about how helpful 
you try to be, measures your skill at 
‘pull-respect for others’ – the ability to 
listen, empathise and cooperate rather 
than compete. I name it pull-respect 
for others as I think it’s about pulling 
information, emotions and needs out 
of people. People who are strong 
only at pull-respect for others are 
accommodating team players, but may 
miss out on opportunities because 
they don’t put themselves forward.

We can be high or low on push-
assertion as well as on pull-respect 
for others. So that implies four broad 
infl uencing styles, as shown by the 
chart below.

In the top right corner, people who 
are strong at both skills can push and 
pull in equal measure. They ask for 
what they want but also understand 
others’ needs and know when to 
compromise. The other quadrants 
represent less than ideal infl uencing. 

So where do you land in the grid? 
Are you more powerful at push-
assertion, but inadvertently brash or 
antagonistic? Or stronger at pull-
respect for others – a collaborator who 
could take charge a little more often? 
Or relatively weak at both, and feeling 
frustrated and ignored as a result?

The only way to identify your 
infl uencing style is to get feedback 
from people who know you well. Ask 
colleagues and friends. Only then can 
you fi gure out what would be most 
benefi cial to your career – and be able 
to devise a plan for improving how you 
go about persuading others. ■ 

For more information:

www.talentspace.co.uk

@robyeung

Push-assertion

Pull-respect for others

High Forceful persuasion Legitimate assertiveness

Passivity

Low High

HelpfulnessLow
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Just one shot 
Accountants need to hone 
their interview skills or risk 
missing out on the best jobs.

According to recruitment 
agency Randstad Financial 
& Professional, greater 
competition around the world 
for talent has led to employers 
shortening the interview 
process so as to beat their 
competitors and get their 
offers in first. 

Half of financial services 
professionals (52%) globally 
said they had only one 
interview before landing their 
current role, and 27% needed 
just two. The recruiter said 
these figures show the need to 
make a good first impression, 
as there may not always be an 
opportunity to make amends 
in a subsequent meeting. 

Some 61% of accountants 
said they now find interviews 
harder than they did before 
the crisis took hold; 29% said 
that, despite being good at 
job interviews in the past, 
they are now out of practice; 
and 21% said they always 
underperform in interviews.

Tara Ricks, MD of Randstad 
Financial & Professional, 
said: ‘In the time it takes to 
invite people back for third 
or fourth interviews, the best 
candidates are being snapped 
up by rivals. This is good 
news for people frustrated 
with the protracted interview 
processes of the recession, 
but it also means candidates 
aren’t getting the chance 
to show their true colours if 
they haven’t made a good 
first impression.’

Grad intake to surge 
There will be an 11% year-on-
year hike in graduate intake 
by accountancy firms in the UK 
in 2015, according to a report 
from High Fliers Research.

The report, The graduate 
market in 2015, is a study 
of graduate vacancies and 
starting salaries at the UK’s  
100 leading employers.

The latest recruitment 

target for 2015 predicts 4,624 
vacancies for graduates at 
accountancy firms in the list. 
The report forecasts that 
salaries in 2015 for graduates 
joining accountancy and 
professional services firms 
will be between £15,000 and 
£42,500, with a median starting 
salary of £30,000.

Big Apple, big salary
If you want to make a lot 
of money as quickly as you 
possibly can, then it’s worth 
considering a move to New 
York to work in product 
control, according to a recent 
report from Robert Walters.

The recruitment agency’s 
2015 salary survey is a 

comprehensive review of 
professional salaries and 
recruitment trends all around 
the world.

While the US is the land 
of the best-paid job, hot on 
its heels in the top 15 are 
Singapore and Hong Kong.

Internal audit, product 
control and regulatory 
reporting are the most highly 
paid sectors to work in.

The research shows that 
finance careers in London 
generally pay better than most 
other European nations and 
compare well internationally. 

According to the report, 
the top five jobs are as follows:
1  SVP product control/pricing, 

New York, $175-300k
2  Internal audit, banking, 

Hong Kong, $127-230k
3  Strategic analysis and 

planning, financial services, 
Singapore, up to $225k

4  Financial and regulatory 
reporting, Hong Kong, 
$120-220k

5  Tax specialist, New York, 
$100-200k. ■

This page is compiled by Beth 
Holmes, journalist

The perfect: interview preparation

With ever growing numbers of talented professionals putting themselves up for a 
diminishing number of jobs, it’s never been more important not to fall at the first hurdle: the 
job interview. Yet a combination of nerves, pressure and bad habits often means that even 
top-quality candidates don’t get jobs they would be perfect for.

So what should you do? First, research the employer, starting with a Google search. 
Getting background information about the organisation and knowing as much about its past 
performance and future plans will show you are a committed and interested candidate. 

Then, rehearse. Once you’ve done your homework on the company, practise your 
interview technique with a friend. If you film your efforts, you can replay the interview and 

see for yourself where 
you might need to make 
improvements.

Finally, prepare two 
sets of questions. The 
first should be a list of 
questions you are likely to 
be asked, accompanied by 
your detailed responses, 
backed up with specific 
examples from your work 
and life experience. The 
second should be a list 
of questions you want to 
ask the interviewer; an 
interview is, after all, a two-
way process.

And when the day 
comes, be punctual, 
dress appropriately but 
comfortably, smile, ask for a 
glass of water, concentrate 
on breathing slowly if you 
feel anxious, and maintain 
eye contact throughout. 
Good luck!
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The John Lewis effect
In this latest article in a series on competitive advantage, Tony Grundy looks at the 
unique position that the John Lewis Partnership has in the UK retail market

(‘the group’), with its partnership structure so unusual in retail, 
seems to be fitted with some kind of antigravity device. It is 
continuing to grow and generate comfortable returns on net 
assets in both upmarket grocery retailing and in its larger, non-
food lines. Its partnership ownership – its 90,000 staff are all 
partners – means that it is less subject to the relentless pressure 
to report earnings growth; it is also freer of the short-term 
pressure to achieve results.

The group’s most competitive operating environment is 
grocery retailing, in which it operates under the name  

of Waitrose .
The Waitrose business seems to 

be defying the trends because it is 
positioned as a more niche, premium-
priced operator, with a differentiation 
strategy in terms of both products 
and service. The Waitrose customer 
experience is very much one of 
surprise (‘Oh, I just have to try some 
of that!’) and of low stress. And 
many customers are willing to pay a 
premium for those things.

But there are three questions 
here: 

*  Why is a substantial segment 
of the market still so keen on 
distinctive quality and prepared to 
find a budget for it? 

*  Why are the competitors less able 
to address this? 

*  How is the group able to seize this 
lucrative territory? 
It seems that better-off people 

with more discretionary spend are 
still prepared to pay more on certain 
occasions; they still enjoy treats, and 
they can use Waitrose as a kind of 
‘restaurant at home’. In the latter 
case, they are spending more than 
they would at other supermarkets 
but are making savings relative to the 
cost of a meal out.

There are advantages in 
specialisation. While bigger 
grocers such as Tesco have some 
premium lines, it is harder for 

British retailing is a very difficult, competitive market, 
and many companies are being squeezed between 
weak growth in UK retail sales, channel substitution 

(internet retailing), and niche or cost leadership companies. 
The established British supermarkets – Tesco, Morrisons and 
Sainsbury’s – have been caught in a vice between relatively 
recent German arrivals, Aldi and Lidl. And Marks & Spencer 
(M&S), despite 10 years of effort, still hasn’t got anywhere 
near to the operating profit margin it had back in the 1990s.

However, pre-eminent retailer the John Lewis Partnership 

▲ Moving units
John Lewis has 
become renowned 
for its heart-warming 
Christmas TV ads
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For previous Tony Grundy articles on strategy and 
management theories, visit www.accaglobal.com/abcpd 

them to create an atmosphere of 
‘spoil yourself’, as such offerings 
are surrounded by price deals on 
commoditised products and a busier 
shopping environment.

Waitrose, by contrast, combines 
clever merchandising skills, a 
distinctive, visually appealing 
store environment that is pleasant 
to walk around, and eager and 
competent staff. Its brand is envied 
across all industries.

Waitrose also exhibits multiple 
and reinforcing layers of competitive 
advantage, or a ‘resource-based 
theory’, which suggests that strategic assets are often more 
decisive in creating superior performance than having a 
favourable environment.

Price promise
The John Lewis department store has a slightly different 
business model, promising that you will not find a better 
price elsewhere. Its promise, ‘Never knowingly undersold’, 
is well known. If you spot that a product is being sold more 
cheaply, the retailer will match the price. This on the surface 
has the feel of a ‘cost-leadership’ strategy. But John Lewis’s 
main stores are full of high-quality products. These are by and 
large not commodities, so the chance of spotting an obviously 
overpriced product is much lower. 

This promise doesn’t mean that all their prices are level 
with the cheapest and that all products are sold elsewhere. But 
that promise is key in making it unnecessary to shop around. 
Also, John Lewis has a broad choice, so the average spend per 
store visit is high. That makes for a productive store and offers 
economies of scale – a different formula but with the same 
result: sales growth and good profitability. 

Underpinning both these successful models is a high-quality 
skills base and a distinctive, service-led culture. Anyone  
visiting the group’s head office will pick up a high-quality feel 
to the organisation. Getting an idea of a corporate culture is 
rather like sensing a climate; just like getting off the plane in 
Dubai, you know you’re in a warmer place. Competitors can 
imitate parts of the group’s competitive advantage, but not as 
easily as its culture. Some of this is also down to the  
partnership structure and the organisational strategy that 
supports this, which its competitors cannot adopt due to 
corporate constraints.

Know your onions
One thing that is truly distinctive and most enviable is that 
the group knows totally what it is about; it has a very clear 
strategic vision, which it has stuck to over decades, making it 

a great institution, but also one that is 
prepared to experiment – for example, 
with smaller branches of Waitrose. 

Unlike its rival M&S, which similarly 
has department stores and upmarket 
food stores, it doesn’t operate these 
under the same brand. Nor, unlike 
M&S, has it generally operated both 
outlets out of the same premises 
(could it do more of the latter?). 
While these are strategic choices, they 
can be revisited.

The results in the group’s 2014 
annual reports are remarkable for a 
retailer, especially in the extremely 
competitive UK. In addition, Waitrose 
had nearly double the profit margins of 
other supermarkets. 

So far, we have just used a few MBA ideas to understand 
the basis of this success: differentiation, resource-based theory, 
strategic vision, business models, and so on. What other ideas 
might be out there for its future development?

* more developments with both shops on the same premises 

* international expansion

* using the trusted name even more as a fully fledged bank – 
not just credit cards

* expanding its internet retailing, including to develop the 
brand internationally

* other areas of retailing (Waitrose cafes?)

* looking more generally at areas where the brand 
might stretch.

Obviously there would need to be full alignment within 
the business portfolio and with the culture, brand and skills 
base. On the edge of this might be the example of ‘John 
Lewis funerals’ (after all, the Co-operative Society is the market 
leader in the UK).

Meanwhile, you might want to ask yourself the 
following questions:

* What lessons can your business learn from John Lewis’s 
success? For example, the stability of its purpose, philosophy, 
its values and its service delivery, and finding a place in the 
competitive landscape where it has some natural advantages 
relative to the competition.

* What areas in your company’s culture truly differentiate it from 
competitors and lead to superior returns? ■

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

The group knows 
totally what it 
is about; it has 

a very clear 
strategic vision, 

which it has stuck 
to for decades
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Create a lean machine
A catch-22 is a situation characterised by absurdity or senselessness, and it’s one in which 
many finance teams find themselves. David Parmenter explains how to escape 

The annual planning process and the 
long, drawn-out annual reporting cycle 
are both perfect examples of catch-

22s. To break out of them, finance teams 
need to attack the onerous processes that are 
hangovers from the past and that they have 
mistakenly stuck with.

A company with fewer than 60 account codes 
for their P/L is as rare as hen’s teeth. There are 
simply too many charts of accounts with more than 
200 expense account codes in the general ledger. 
The chart of accounts, which determines how we 
report and set targets, sets the finance team up for 
disaster in many ways. 

Resetting the chart is a job that wise owls avoid, 
which is why the least experienced accountant 
usually ends up doing it. The CFO’s eyes glaze 
over at the subsequent chart of accounts progress 
meetings; the aim of reducing the number of 
account codes by over 40% gets lost; and, slowly 
but surely, just like the budget instructions, the 
chart of accounts takes on a life of its own. 

So here are some rules of thumb that might 
help to bring your chart of accounts to heel: 

* Impose a 1% rule for expense account 
codes. Do not break down costs into a 
separate account unless they represent at 
least 1% of total expenses. As personnel costs 
will represent between 40% and 60% in up to 
five codes, this rule will reduce your costs to 

Next steps

1 Work out revenue and expenditure code thresholds.
2 Amalgamate all sub-threshold codes into a new code.
3 Sell the need for change to the ‘oracles’ in your 

organisation – their support is critical. Email me at 
parmenter@waymark.co.nz if you need advice on how.

4 Access my How finance teams can help their 
organisations get future-ready IBM business analytics 
paper from tinyurl.com/DP-future

Streamline your systems

For more information:

www.davidparmenter.com

Onerous area

Month-end 
reports

Year-end 
accounts

Annual  
planning

Key 
performance 
indicators

Ad hoc Excel 
systems

Chart of 
accounts

Leaner practice

See my earlier articles for producing these by day three 
(of the next month) and ultimately by close of the first 
working day; aim for virtual reporting within three years.

Commit the auditors, your finance team, board and 
executive to a 15-working-day signed set of annual 
accounts. This will be covered in a future article.

Produce it in under two weeks from rolling planning. 
Eventually, drop it in favour of quarterly rolling 
planning (covered in my earlier articles).

Carefully test all KPIs to ensure they promote a positive 
outcome. Have no more than 10 KPIs and 18 non-key 
indicators. I will cover this in a future series of articles.

Replace all spreadsheets of more than 100 rows 
with a modern planning and reporting tool. Excel 
replacement has been covered in earlier articles.

Streamline your account codes: having more than 
50 for P/L is unnecessary, leads to miscoding and 
encourages a focus on unnecessary detail.

somewhere between 40 and 50 account codes.

* Have a 5% rule for revenue account codes. Do not break 
revenue into separate codes unless a revenue item represents 
over 5% of total revenue. This will reduce your revenue to 
somewhere between five and 15 account codes.

* Have larger buckets. And when you are asked a stupid 
question, ask what decision is going to be made based 
on the information requested. If they still think they need 
some analysis, a skilled management accountant can always 
investigate five weeks of expenditure and then annualise the 
number. Remember, the resulting estimate will approximate 
a true and fair view – besides, nobody else is going to follow 
you into that canyon! ■

David Parmenter is a writer and presenter on measuring, 
monitoring and managing performance
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Leasing is an important 
activity for many 
organisations with the 
majority of leases not 
currently reported on 
a lessee’s statement of 
fi nancial position. The 
existing accounting models 
for leases require lessees 
and lessors to classify their 
leases as either fi nance 
leases or operating leases 
and to account for those 
leases differently. 

The existing standards 
have been criticised for failing 
to meet the needs of users of 
fi nancial statements because 
they do not always provide 
a faithful representation of 
leasing transactions.

The exposure draft (ED), 
Leases (May 2013), attempted 
to solve the lease accounting 
problem by requiring an entity 
to classify leases into two types 
– type A and type B – and 

recognise 
both 
types on the 
statement of 
fi nancial position. 
The ED was the result 
of a joint project by the 
International Accounting 
Standards Board (IASB) and 
the US Financial Accounting 
Standards Boards (FASB) (the 
boards).This article sets out 
the current deliberations of the 
boards as at the end of 2014 
and, therefore, as such, the 
fi nal leasing standard 
may vary from the 
discussions below.

The ED 
sets out that 
type A leases 
would normally 
mean that the 
underlying asset 
is not property, 
while type B leases 
mean that the 
underlying asset is 
property. However, 
the entity classifi es a 
lease other than a property 
lease as type B if the 
lease term is for an 
insignifi cant part of 
the total economic 
life of the asset; 

or the present value of the 
lease payments is insignifi cant 
relative to the fair value of the 
underlying asset at the lease’s 
commencement date.

Conversely, the entity 
classifi es a property lease as 
type A if the lease term is for 
the major part of the remaining 
economic life of the 

underlying 
asset; or 
the present 
value of the 
lease payments 
accounts for 
substantially 
all of the fair 

value of the underlying 
asset at the 

commencement 
date. At this 
date, the lessee 
discounts the 

lease payments using 
the rate the lessor charges 

the lessee, or if that rate 
is unavailable, the lessee’s 
incremental borrowing rate. 

The lessee 
recognises the 
present value of 
lease payments 
as a liability. At 
the same time 
it recognises a 
right-of-use »

Lease accounting
As we wait for a defi nitive leasing standard, Graham Holt explores 
the original 2013 exposure draft and the current state of play
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(ROU) asset equal to the 
lease liability, plus any 
lease payments made to 
the lessor at or before the 
commencement date, less 
any lease incentives received 
from the lessor; and any 
initial direct costs incurred 
by the lessee. After the 
commencement date, the 
liability is increased by the 
unwinding of interest and 
reduced by lease payments 
made to the lessor. 

A lessee will recognise in 
profi t or loss, for type A leases, 
the unwinding of the discount 
on the lease liability as interest 
and the amortisation of the 
ROU asset and, for type B 
leases, the lease payments will 
be recognised in profi t or loss 
on a straight-line basis over 
the lease term and refl ected 
in profi t or loss as a single 
lease cost. 

Following the feedback 
received on the ED, the FASB 
still remains supportive of 
the dual-model approach 
to bringing leases on to the 
statement of fi nancial position. 

Under this approach, a 
lessee would account for 
most existing fi nance leases 

as type A leases and most 
existing operating leases 
as type B leases. Both type 
A and B leases result in the 
lessee recognising a ROU 
asset and a lease liability. 
However, the IASB has stated 
that feedback on the 2013 ED 
indicates that the dual model 
is too complex and, therefore, 
has opted currently for a 
single lessee model that is 
‘easy to understand’. The IASB 
decided on a single approach 
for lessee accounting where 
a lessee would account for all 
leases as type A leases.

The boards decided 
that a lessor should 
determine lease 
classifi cation (type 
A or type B) on the 
basis of whether 

the lease is effectively a 
fi nancing or a sale, rather 
than an operating lease. 
A lessor would make that 
determination by assessing 
whether the lease transfers 
substantially all the risks 
and rewards incidental to 
ownership of the underlying 
asset. A lessor will be required 
to apply an approach 
substantially equivalent to 
existing International Financial 
Reporting Standards (IFRS) 
fi nance lease accounting to all 
type A leases. 

A lease is currently defi ned 
by the boards as ‘a contract 
that conveys the right to use 
an asset for a period of time in 
exchange for consideration’. 
An entity would determine 
whether a contract contains 
a lease by assessing whether 
the use of the asset is either 
explicitly or implicitly specifi ed 
and the customer controls 

the use of the asset. The 
defi nition of a lease does 
not require the customer 
to have the ability to derive 
the benefi ts from directing 
the use of an asset. 

The boards have 
decided that the leases 
guidance should not include 
specifi c requirements 
on materiality and retain 
the recognition and 
measurement exemption for 
a lessee’s short-term leases 

(12 months or 
less) with the 
IASB specifi cally 
favouring a 
similar exemption 
for leases of small 
assets for lessees.

The boards 
have decided 
that, when 
determining the 
lease term, an 
entity should 
consider all 
relevant factors 

that may 
affect the 
decision 
to extend, 
or not 

The FASB remains 
supportive of 

the dual-model 
approach to 

bringing leases 
on to the 

statement of 
financial position
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to terminate, a lease. The 
lease term should only be 
reassessed when a signifi cant 
event occurs or there is 
a signifi cant change in 
circumstances that are 
within the control of the 
lessee. A lessor should not 
be required to reassess the 
lease term.

Only variable lease 
payments that depend on 
an index or a rate should 
be included in the initial 
measurement of leases and 
the IASB has determined that 
reassessment of variable lease 
payments would only occur 
when the lessee re-measures 
the lease liability for other 
reasons. A lessor will not be 
required to reassess variable 
lease payments that depend 
on an index or a rate.

The defi nition of the 
discount rate remains 
unchanged as the rate implicit 
in the lease, as does the 
requirement for a lessee to 
reassess the discount rate 
only when there is a change 
to either the lease term or the 
assessment of whether the 
lessee is (or is not) reasonably 
certain to exercise an option 
to purchase the asset.

A lease modifi cation for 
both a lessee and a lessor 
should be accounted for as a 
new lease, separate from the 
original lease, when:
1 the lease grants the lessee 

an additional right-of-use 
not included in the original 
lease, and 

2 the additional right-of-use 
is priced commensurate 

with its standalone price 
in the context of that 
particular contract. 

In terms of the initial direct 
costs for both lessors and 
lessees, they should include 
only incremental costs that 
would not have incurred if the 
lease had not been executed. 
These include commissions 
or payments made to existing 
tenants to obtain the lease. A 
lessor in a type A lease should 
include initial direct costs in 
the initial measurement of 
the lease receivable and they 
should be taken into account 
in determining the rate 
implicit in the lease.

A lessor in a type A lease 
who recognises selling profi t 
at lease commencement 
should recognise initial 
direct costs as an expense. 
A lessor in a type B lease 
should expense such costs 
over the lease term on the 
same basis as lease income. 
A lessee should include 
initial direct costs in the initial 
measurement of the right-of-
use asset and amortise those 
costs over the lease term.

The guidance in the ED 
has been retained for sale 
and leaseback transactions 
with a sale having to meet 

the requirements of a sale as 
set out in IFRS 15. A buyer-
lessor should account for the 
purchase of the underlying 
asset consistent with the 
guidance that would apply 
to the purchase of any non-
fi nancial asset.

This article sets out the 
deliberations of the IASB/
FASB as regards lease 
accounting at the end of 
December 2014. The IFRS is 
due for publication in 2015, 
but it seems that the FASB and 
IASB will have differing views 
on several recognition and 
measurement issues when the 
IFRS is fi nally published. There 
may yet however be further 
changes of opinion. ■

Graham Holt is director of 
professional studies at the 
accounting, fi nance and 
economics department at 
Manchester Metropolitan 
University Business School
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Technical update
A monthly round-up of the latest developments in taxation, audit, codes, 
standards, agreements, guidance, proposals and consultations across Asia Pacifi c

Malaysia

Stamp duty reprieve
The Malaysian government 
has issued a temporary 
50% rebate of stamp duty 
for Malaysian citizens buying 
their fi rst residential property 
worth up to RMB500,000 
(US$138,500) through loan 
fi nancing. This covers the 
period between 1 January 
2015 and 31 December 2016. 
See tinyurl.com/mia-stamp

GST tips
The Royal Malaysian Customs 
Department has released 
guidance on the operation 
of the incoming goods and 
services tax (GST), answering 
common queries. These 
include that companies should 
not issue GST tax invoices 
when making only exempt 
supplies. The department has 
also issued a list of taxable and 
untaxable goods. See 
tinyurl.com/RMCD-faq and 
tinyurl.com/rmcd-goods

Make the right choice
The Malaysian Institute 
of Accountants (MIA) has 
published an e-book advising 
businesses on how to choose 
an accountant that is right for 
them. See tinyurl.com/
mia-choose

Consultation complete
Malaysia’s central bank, 
the Bank Negara Malaysia, 
has completed consultation 
on planned reforms to the 
Development Financial 
Institutions Act 2002 (DFIA), 
strengthening corporate 
governance and boosting 
controls of development-
focused fi nancial institutions. 
See tinyurl.com/bnm-act

Singapore

ACRA continues review
Singapore’s Accounting 
and Corporate Regulatory 
Authority (ACRA) has 
announced it will undertake 
a second year of reviewing 
selected fi nancial statements 
to check whether they comply 
with the city state’s accounting 
standards. It has released 
guidance based on areas of 
concern highlighted by last 
year’s fi nancial statement 
assessments, which could be 
a focus of 2015 checks. Issues 
include new consolidation 
standards that came into force 
in January 2014; business 
acquisitions; cashfl ow; long-life 
asset value and impairment 
testing; earnings per share; 
operating segments; and fair 
value. See tinyurl.com/
acra-review

Reforms delayed
The Accounting and 
Corporate Regulatory 
Authority (ACRA) has delayed 
implementing planned 
reforms to the Companies 
Act, the Business Names 
Registration Act and a new 
simplifi ed fee structure until 
the second quarter of 2015. 
It wants to give accountants 
and businesses more time 
to prepare and enable 
ACRA’s online business 
registration and fi ling portal 
Bizfi le to be revamped. The 
implementation deadline 
will be announced about 
two months in advance. See 
tinyurl.com/acra-fees

DTAs move forward
An agreement for the 
avoidance of double taxation 
(DTA) has been made between 

Singapore and Uruguay. 
Its text clarifi es the taxing 
rights of both countries on all 
forms of bilateral business, 
minimising the double 
taxation of such income. The 
goal is to lower barriers to 
cross-border investment and 
boost trade; see tinyurl.com/
ur-dta. Meanwhile, Singapore 
and France have revised their 
DTA to offer improved terms 
for businesses, such as lower 
withholding tax rates for 
dividends, and includes new 
anti-abuse provisions. See 
tinyurl.com/france-dta

Bonds offer mooted
The Monetary Authority of 
Singapore (MAS) wants to 
enable city-state corporates 
to offer bonds to retail 
investors while maintaining 
suffi cient safeguards. Under 
its proposals, wholesale bonds 
issued by eligible issuers 
without a prospectus could be 
offered to retail investors after 
bonds have been listed for 
six months; they are currently 
only available to institutional 
and accredited investors or 
in denominations of at least 
S$200,000 (US$148,000). 
MAS would allow them to be 
redenominated into smaller 
lots and sold to retail investors 
via secondary trading. See 
tinyurl.com/mas-cons

ASC issues data warning
Following the International 
Accounting Standards 
Board’s publication of 
amendments to FRS 1, the 
Accounting Standards Council 
(ASC) has released revised 
fi nancial reporting standards 
instructing reporting entities 
not to obscure material 
information with immaterial 

data or aggregate material 
items that have different 
natures or functions. It has 
also deepened guidance on 
the presentation of sub-
totals within accounts. The 
changes apply for annual 
periods beginning on or after 
1 January 2016. See tinyurl.
com/IAS-stand

The ASC has also issued 
new guidance on how 
investment entities should 
apply the consolidation 
exception within their 
accounts; see tinyurl.com/
asc-invest

Hong Kong

Asia’s assets grow
Hong Kong’s Securities and 
Futures Commission (SFC) has 
published a report on asset 
management, noting that 
Asia (excluding Japan and 
Australia) recorded the most 
rapid global growth in assets 
under management over the 
past fi ve years. It also stressed 
the increased demand for 
complex asset management 
products with high-yield, 
multi-asset, unconstrained and 
alternative strategies, along 
with evolving international 
regulation and the integration 
of environmental, social and 
corporate governance factors 
in investment risk assessment. 
See tinyurl.com/sfc-asset

SFC helps regulators
The Securities and Futures 
Commission (SFC) has 
drafted reforms to Hong 
Kong’s securities and 
futures ordinance regarding 
supervisory assistance to 
overseas regulators. The 
proposals would enable 
the SFC to help overseas 
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regulators obtain certain 
records and documents 
from a licensed corporation 
and subsidiaries. The goal 
is to boost supervision of 
corporations operating in 
multiple jurisdictions and 
maybe boost Hong Kong 
company access to overseas 
markets. See tinyurl.com/
sfc-reg

MoU on CCPs
The Securities and Futures 
Commission (SFC) and the 
European Securities and 
Markets Authority (ESMA) 
have agreed a memorandum 
of understanding (MoU) 
on cooperating over 
the regulation of Hong 
Kong-established central 
counterparties (CCPs) which 
have applied for recognition 
by ESMA. The European Union 
(EU) market infrastructure 
regulation (EMIR) insists that 
ESMA must approve and 
recognise non-EU CCPs as 
eligible to provide services to 
EU-based clearing members 
or trading venues. See tinyurl.
com/sfc-esma

Drive for clarity
The Hong Kong Stock 
Exchange has released advice 
on how listing documents 
should be written, ensuring 
that their summaries and 
highlights are comprehensible, 
readable, concise, easy to read 
and in plain language, and 
enable investors to decide 
if they are interested in an 
offer, and hence read the 
whole listing document. The 
exchange warned that should 
issuers not follow this advice, it 
may rule that a document had 
breached its listing rules. See 
tinyurl.com/guide-hkex

HKICPA seeks comments
The Hong Kong Institute of 
Certifi ed Public Accountants 
(HKICPA) wants comments 
from the profession on new 
draft guidance about making 
specifi ed fi nancial statements 
or non-statutory accounts 

available to interested parties. 
See tinyurl.com/hkicpa-exp

China

Time to modernise
Mainland China is to promote 
modern management 
accounting practice in the 
nation under a guideline issued 
by the Ministry of Finance. 
According to the ministry, 
moving the profession’s focus 
from fi nancial accounting 
to management accounting 
is urgent, to achieve a 
sustainable socioeconomic 
development, given that 
China is facing an increasingly 
complicated domestic and 
global economic situation. 

Under the guideline, 
Chinese accounting and 

education systems will try to 
produce a number of top-level 
management accountants by 
2020; build China’s own basic 
theoretical and guidance 
system for management 
accounting; and develop 
a ‘prospective consulting 
industry in management 
accounting by 2025’. 

Companies will also 
be encouraged to invest 
in relevant IT systems to 
maximise the effi ciency of 
management accounting 
practices. See tinyurl.com/
mof-mod

Registration gets easier
China’s State Administration of 
Taxation (SAT) has amended 
regulations on tax registration 
and invoice management to 

simplify its approval system. 
Under the new regulation, 
which takes effect on 1 March, 
local SAT offi ces will issue 
tax registration certifi cates 
to applicants after receiving 
applications. So far, applicants 
have had to wait weeks 
to receive certifi cates to 
start businesses. Taxpayer 
identifi cation numbers (TIN) will 
also be standardised; a foreign 
taxpayer in China, for example, 
will have a TIN composed of 
their passport number and 
two codes. The regulation also 
allows companies to customise 
their invoices without approval 
from local SAT offi ces.  
See tinyurl.com/sat-tax ■

Keith Nuthall and Wang 
Fangqing, journalists

Malaysia’s accountancy profession to transform

Malaysia’s fi nance ministry has released a comprehensive plan to boost the country’s 
accountancy profession. Drafted by the special committee to strengthen the accountancy 
profession (CSAP), the policy is designed to ensure that Malaysia has suffi cient numbers of 
professional accountants and to reform the profession’s governance.

The aim is to establish a new regulatory body with which all accountants in Malaysia 
would be registered. This would have a supervisory board and three operational boards 
focusing on professional conduct, standard setting and education. The Malaysian Institute of 
Accountants would henceforth operate as a professional accountancy body. 

Other proposed policies include expanding assistance for small and-medium-sized 
practices; better focusing of funds for accounting education; boosting cooperation between 
the sector and universities; and introducing specialist certifi cation. 

See tinyurl.com/csap-plan
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GST: input tax credits
Input tax credits are a siginifi cant element of goods and services tax. Thenesh Kannaa 
gives a quick overview of this area and points you towards the relevant sources

The general scheme of the 
goods and services tax 
(GST) legislation requires 
you to account for GST on 
the supplies you make, but 
allows you a credit for the 
GST component of supplies 
made by others to you. This 
credit is called an input tax 
credit because it is a credit 
for tax incurred on your 
business inputs.

Input tax credits are 
designed to ensure that 
the ultimate burden of the 
GST will fall on the end user, 
or private consumer. The 
businesses that form part of 
the chain of supply act as 
progressive collectors of the 
tax, but do not ultimately bear 
the burden of it. This has been 
explained in the fi rst article 
of this series, published in 
October 2014 issue.

Input tax comprises: 
a tax on any supply of goods 

or services made to a 
taxable person; and 

b tax paid or to be paid by 
a taxable person on any 
importation of goods. 

The credit is not limited to 
only input taxes incurred in 
respect of raw materials. The 
credit is also available on 
input tax incurred on goods 
or services acquired as capital 
assets or overheads. It is 
also available in respect of 
‘imported services’. 

The input tax credit is 
available when the expense 
is ‘incurred’ and it is not 
necessary to wait until the 
payment is made to the 
supplier (except for taxable 
persons who operate under 
the payment basis). Usually the 
claim is made on the invoice 
date, but if the payment to the 
supplier is not made within 

six months, an adjustment 
would be made to counteract 
the benefit of the credit. 
Adjustments are also made in 
respect of debit notes, credit 
notes, annual adjustments and 
capital goods adjustments. 

Criteria
You are entitled to input tax 
credit only where you have 
incurred the input tax. For 
example, if you acquire goods 
from a non-registered person, 
you have not incurred any 
input tax and thus you are not 
eligible for any credit. Input 
tax credit is not available in 
respect of any foreign GST/
VAT incurred. 

The credit is available only 
if you are a taxable person 
and the goods or services 
acquired are used or are to be 
used for the purposes of any 
business carried on or to be 
carried on by you. You do not 
have to wait until the goods or 
service is actually used for your 
business. If it is clear that your 
intention for the acquisition of 
the goods or service is for use 
in carrying on the business, 
you can claim the credit when 
the input tax is incurred.

Credit is available 

only if it is reasonable to 
attribute the input tax to the 
following supplies:
1 Any taxable supply (ie 

standard rated or zero-
rated), including a taxable 
supply that is disregarded 
(for example, supplies 
between members of 
GST group and supplies 
within or between 
licensed warehouses).

2 Supplies of goods (other 
than those exempt in 
Malaysia) made from a 
place outside Malaysia 
to another place 
outside Malaysia.

3 Any other supply as may 
be  prescribed.

Supporting document 
All input tax credit claimed 
should be supported by 
an appropriate document, 
but such document need 
not be submitted to the 
Customs until and unless 
required. Claims in respect of 
domestic acquisitions should 
be supported by a valid tax 
invoice under the claimant’s 
name or, where appropriate, 
by a simplifi ed tax invoice. For 
the latter, the maximum claim 
based on such document is 

RM30. For claims 
in respect of GST 
on importation of 
goods, the claim 
must be supported 
with K1 or K9 under 
the claimant’s 
name. For imported 
services, proof of 
payment is required.

The law 
empowers the 
director general 
to direct other 
documents to be 
used to support 

Input tax credits 
are designed to 
ensure that the 

ultimate burden 
of the GST will fall 
on the end user, or 
private consumer

the claim. In that respect, 
the response to FAQ 6 in the 
Guide on Employee Benefi ts 
dated 21 July 2014 and the 
DG’s decision 2/2014 could be 
referred to. 

Denial of input tax credit
In the situations below, no 
credit is available in respect of 
GST incurred by the person on 
his acquisition:
1 Incurred by a person other 

than a taxable person – 
two categories:
a Not a business operator 

(for example, passive 
property investor 
acquiring an investment 
property and, of course, 
the end consumer)

b Business operators 
who are not registered, 
and are not required to 
be registered.

2 Non-business use: where 
the goods or service are 
only partly for business use, 
an apportionment of input 
tax is necessary.

3 Attributable to exempt 
supplies: generally no input 
tax is available if the goods 
or services for which the tax 
is incurred is attributable 
to an exempt supply. 
Section 39(1)(c) empowers 
the Minister to prescribe 
any supply (including any 
exempt supply) for which 
input tax credit is to be 
allowed. See regulations 
37, 40, 42, 47, 48, 49 and 
52 of P.U. (A) 190/2014 for 
the exceptions. 
Mixed supplies are also 
required to perform longer 
period adjustments and, 
where relevant, capital 
goods adjustment. 

4 Blocked input taxes: 
the law denies credit 
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in respect of GST 
incurred on the following 
(regardless of existence 
of supporting documents 
and being attributable to 
taxable supplies):
i Acquisition or 

importation of 
passenger motor car*

ii Repair, maintenance 
and refurbishment of 
passenger motor car*

iii Hiring of passenger 
motor car*

iv Club subscription fee 
charged by any club, 
association, society or 
organisation established 
principally for 
recreational or sporting 
purposes

v Medical or personal 
accident insurance 
(subject to exceptions)

vi Medical expenses 
incurred on employees 
(subject to exceptions)

vii Family benefits, 
including hospitality

viii Entertainment expenses 
to a person other 
than employees or 
existing customers (this 
restriction does not 
apply to those in the 
business of providing 
entertainment).

* Except for those passenger 
motor cars expressly allowed 
in the law or approved by the 
director general. For the latter, 
see DG’s decision 2/2014. 

Further information
Input tax credit, and the 
inevitable adjustments, is a 
signifi cant element of the GST 
and it is not possible to paint 
the whole picture here. For 
further information, readers 
are referred to the sources 
in the table, all of which are 
accessible without charge at 
the Customs portal (www.gst.
customs.gov.my). ■

Thenesh Kannaa is a partner of 
Thenesh, Renga & Associates 
(TraTax Malaysia) and co-
author of CCH’s Master GST 
Guide (2nd Ed, 2015)

Sources of information

Document

GST Act 2014

GST Regulations 2014 (P.U.(A) 190/2014)

Customs’ guide on input tax credit

Customs’ guide on partial exemption 
(relevant only for mixed suppliers)

Customs’ guide on capital goods adjustment 
(relevant only for mixed suppliers)

Customs’ guide on accounting software

Reference

Sections 38 and 39

Regulations 34 to 60

All

All

All

See Appendix 2 for recommended tax 
codes. Even where no credit is claimed, 
there is a requirement to distinguish, for 
example, whether the acquisition is from 
a person who is not GST registered or it is 
an acquisition of a zero-rated supply from a 
registered supplier.
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Seeds of hope
With most NATO troops having now withdrawn from Afghanistan, the country  
urgently needs to build an accounting profession as part of its economic recovery

Afghanistan, with its 
population of 30 million, 
has barely 1,000 certified 
accountants, not even 200 
of whom are Afghans, 
according to the American 
University of Afghanistan 
(AUAF). Nor does the 
country have any national 
accounting regulations. 

Over 30 years of conflict 
has left the Afghan economy 
in shambles. With foreign 
troops set to withdraw by 
the end of 2016, developing 
the accountancy sector and 
domestic regulations is a 
priority for underpinning 
sustainable growth.

‘There is a massive gap in 
skilled, qualified accountants. 
Several years ago, there were 
just two ACCA-accredited 
accountants, and now there are 
12,’ says Feroz Rafiq, the first 
to be accredited in the country 
and CFO at Afghanistan 
Holding Group (AHG), 
which provides professional 
business services. 

‘There is a bit of a brain 
drain, but there’s not really an 
accounting pool for people 
to drain from,’ he adds. ‘In 
fact, accountants can make 
more money here than in 

Pakistan or Dubai because 
of the shortage to cater to 
the country’s 17 banks, five 
major telecommunication 
companies and hundreds 
of non-governmental 
organisations (NGOs).’

While small accountancy 
firms exist, international and 
Pakistani firms do the bulk 
of international-standard 
accounting in the country. 
Hedayatullah Yahya, CEO of 
Afghan United Bank, says: 
‘Accredited accountants are 
either at foreign companies, 
banks or NGOs. Basically, 
the government and 
business don’t use qualified 
accountants but rely on 
those with an MBA, which 
is very different from an 
accounting qualification.’

The high-profile Kabul Bank 
scandal in 2011 did nothing 
to enhance the reputation 
of accountants. Both PwC 
and Deloitte faced criticism 
following a US$900m fraud. 

‘The scandal left a sour 
taste, as very few people now 
trust the banking system,’ 
says Sanzar Kakar, chairman 
of AHG. ‘A further negative 
was that there were a number 
of knee-jerk reactions, with, 

for example, more 
regulations for 
opening bank 
accounts and 
getting financing, 
which is almost 
non-existent, as to 
get a loan requires, 
among other things, 
300% collateral.’ 

Slow progress
Despite the scandal 
and a World Bank-
funded project 
at the finance 

ministry in 2012 to develop an 
accounting law and set up an 
accountancy body to govern 
the sector, no significant 
progress has been made 
to date. 

Abdul Hakim Waziri 
FCCA, an accounting 
lecturer at the AUAF, says: 
‘The lack of a standardised 
approach towards accounting 
is hindering the sector as 
different organisations 
follow different standards 
of accounting, which often 
leads to confusion and 
misinterpretation of accounts. 

‘There is a need to 
change this as quickly as 
possible because in the 
coming years, there will be 
greater demand for people 
specialising in accountancy 
and financial management.’

Accountants are hopeful 
that once the newly elected 
president, Ashraf Ghani, 
has managed to form a 
government, this drawback 
will be overcome. But even 
when the political stalemate 
has been overcome, there 

‘There is a bit 
of a brain drain, 
but accountants 
can make more 

money here than 
in Pakistan or 

Dubai because of 
the shortage’

will be a great deal on 
the national plate for any 
incoming government. 

Kakar says: ‘The issue for 
investors is security – fiscal 
security – and corruption in 
the government. Accounting is 
not anywhere near being a top 
issue to tackle.’

Abdurrahman Al-Hashimi, 
a consultant with a Dubai 
logistics firm who was the 
second Afghan to achieve 
ACCA affiliation certification 
in 2009, suggests that any 
new law should take into 
consideration the accounting 
standards used in major trade 
partner countries. 

Al-Hashimi says: ‘We need 
GAAP for Afghanistan and 
ultimately to develop our own 

Economic recovery

Afghanistan has been racked by conflict for decades, 
but the economy is getting back on its feet. The Asian 
Development Bank has forecast GDP growth at a robust 
3.5% for 2014 and 4.5% in 2015. The biggest economic 
sector is agriculture, followed by mining and services. 

Afghanistan harbours huge veins of lithium, copper, 
iron, cobalt and gold worth an estimated US$1 trillion, 
according to US government data. Extracting such 
resources, including oil and gas, could generate for the 
Afghan government more than US$2bn a year – equal to 
the country’s entire GDP in 2001. By 2013, GDP had risen to 
US$45.30bn, and per capita income had reached US$1,100. 

At the 2012 Tokyo Conference on Afghanistan, 
international donors pledged US$16bn in development 
aid to 2015. 

► Troops out
After 13 years in Afghanistan, 
most NATO combat troops 
have now left the country, 
leaving around 12,000 soldiers 
to train Afghan security forces 
for another two years. Now, 
developing an accountancy 
sector is a priority for growth
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standards, including by working 
with accounting bodies in the 
region, particularly those in 
Pakistan, India and the United 
Arab Emirates.’

That said, Afghan 
institutions such as the 
AUAF, Mashal Institute 
of Higher Education and 
Bakhtar University are running 
specialised courses offering 
qualifications from ACCA and 
others to bolster the number 
of Afghani accountants. Some 
280 students are enrolled on 
the AUAF’s ACCA programme, 
and a further 2,500 in 
ACCA courses. The AUAF 
is expanding outside of the 
capital Kabul – an important 

move as just 22.6% of Afghanis 
live in urban areas. 

Following a survey last year 
that indicated clear demand 
for accountants in the private 
sector, the AUAF has opened 
branches in Kandahar and 
Herat, and plans to open 
in Mazar-i-Sharif, Balkh and 
Jalalabad, too. ‘We expect 
to train 5,000 accountants 
over the next four to five 
years,’ says Ahmad Reshad 
Popal, executive director 
of the AUAF’s Professional 
Development Institute.

This will not be easy, 
partly because classes are 
taught in English rather than 
in local languages such as 

Dari and Pashto, so students 
first have to learn English to a 
proficient level.

What’s more, few 
companies offer internships, 
making it hard to acquire 
accounting experience, 
something compounded by 
the poor economy. Yahya says: 
‘Companies are not taking 
on many interns due to there 
being costs attached and most 
projects were in construction, 
but these have slowed down, 
so demand for accountants 
and interns has decreased.’

Optimism
But as NATO troops withdraw 
and the economy moves 

from being donor-based to 
private, Afghan accountants 
believe that there are grounds 
for optimism, especially if an 
accounting law is put in place. 

‘No matter how bad 
business is in Afghanistan, 
the experience of emerging 
markets globally shows that 
accounting firms always 
emerge to do much better,’ 
says Al-Hashimi. ‘The shift 
from donor-funded projects to 
the private sector means there 
is potential for the sector, 
especially as there will be 
huge demand from the mining 
and agricultural sectors.’ ■

Paul Cochrane, journalist
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Online identity
Creating an effective personal brand on social media could have a positive impact on your 
career – as long as you distinguish between public and private, explains Michele Foo

As social networking 
sites become increasingly 
intrusive, professionals are 
beginning to realise that 
online branding is critical 
and could impact one’s 
career. Social networking 
sites started as casual 
socialising but a growing 
number of employers are 
using it as a tool to source 
prospective employees. 

Social networking sites have 
grown to become an inevitable 
part of the hiring process 
and now it is common for 
employers to use it to find 
information on a job seeker 
which is not commonly seen on 
a CV. Here are some easy steps 
to maintaining a professional 
image online. 

Build your own branding

most recent 
achievements.  

Don’t mix 
business and 

personal
Remember that 

your profile is easily 
available online. If you 

have content that you wish 
to keep only for family and 
friends, you need to preset 
your privacy settings. Another 

option is to create 
an alternative 
profile specifically 
for colleagues 
and employers. 

Avoid posting 
negative 

comments
Again, any personal opinions 

and comments that you 
post online are, essentially, a 
permanent record. If you are 
unhappy about your boss or 
the company you are working 
for and are looking to vent 
your frustrations, it is best 
you leave those to after-work 
socialising with your family or 
friends. Everything you post 
online can eventually be used 
against you in the future. 
Social media posts can be 
easily misconstrued and such 
comments can negatively 
affect how people form 
opinions of you, even before a 
formal meeting. 

Keep inappropriate 
photos to yourself
You should know by now 
that nothing is really private 

Any personal 
opinions and 

comments that 
you post online 

are, essentially, a 
permanent record

online and can spread very 
quickly. Pictures of you 
drunk or with inappropriate 
hand signs should be kept 
hidden in your private folders 
and not for all to see. If 
prospective employers were 
to do a search on you and 
come across such pictures, 
it could easily jeopardise your 
employment opportunities. 

Limit your posts during 
working hours
Many employers log onto 
social networking sites during 
working hours to check on 
their employees’ updates. 
You might think that they do 
not but in actual fact, they 
are constantly checking to 
see not only how often their 
employees post, but also what 
they are posting. 

Regular updates during 
business hours can create 
the impression that you 
spend more time on social 
networking sites than 
on your work. 

Keep in mind that a 
professional image online 
is now as important as a 
physical one. What you say or 
do online is a direct reflection 
of you in the real world. 
Not everything is private or 
personal online, and it is your 
responsibility to ensure 
that your online presence is 
portrayed positively. ■

Michele Foo is an associate 
director at Robert Walters 
Malaysia – accounting and 
finance division

Create a profile 
on professional 
networking sites 
such as LinkedIn. 
This ensures that 
when anyone tries 
to search for you 
on the internet, 
the best relevant 
results show up. 
When updating 
your information, 
include relevant 
details such as 
a professional 
photo and 

For more information:

www.robertwalters.com.my

michele.foo@robertwalters.com.my

60

Accounting and Business 03/2015

People | Social media

www.robertwalters.com.my
mailto:michele.foo@robertwalters.com.my


www.accaglobal.com


Future leaders identified  
Leaders of Tomorrow programme kicks off, members in Penang get in the Hawaiian 
mood, and Deloitte Risk Intelligence Trophy selects this year’s winning team

Twenty-eight young ACCA 
members attended an 
orientation briefing for 
ACCA’s Leaders of Tomorrow 
programme in January, 
signalling the start of their 
intensive, high-level leadership 
development journey. 

These professionals were 
nominated by their employers: 
Astro, Berjaya Corporation, 
Celcom Axiata, CIMB 
Investment Bank, General 
Electric International, Jaguar 
Land Rover (M), Maybank, 
Nestlé, Petronas, Securities 
Commission of Malaysia, Shell 

Business Service Centre, Shell 
Malaysia, Sime Darby, Telekom 
Malaysia and Tenaga Nasional.

Over the next year, 
participants will learn the 
necessary leadership skills to 
help them progress in their 
career. They will also have 
the opportunity to gain wider 
business awareness through 
networking with their peers 
and their appointed mentors 
– senior ACCA mentors at 
c-suite level. 

For more information, visit 
www.accaglobal.com/ 
my/leaders 

► Ready to learn 
Participating members are 
joined by their mentors 
as they begin their 
leadership journey.

Partnership with Deloitte educates on risk

▲ Aloha, ACCA!
Wendy Tan Seow Wei won the 
best Hawaiian dress award 

◄ What’s new?
David Chin gave members  
an update

ACCA organised a Hawaiian 
themed evening reception 
for members at Penang’s 
Shangri-La Rasa Sayang resort 
in January. More than 170 
attended the gathering, which 
included representatives from 
KPMG, Jabil Circuit and Dell. 

Attendees who have been 
members for over 25 years 
were congratulated, while 
newly qualified professionals 
were welcomed.

Head of ACCA Malaysia 
David Chin also shared ACCA’s 
recent developments, as well 
as outlining plans for members 
in the near future.

The light-hearted evening 
concluded with member 
Wendy Tan Seow Wei winning 
the best Hawaiian dress award. 

ACCA was the proud partner of the Deloitte Risk Intelligence Challenge Trophy (RICT) which 
concluded on 26 January. In total, 128 undergraduates from nine higher education institutions 
took part, with the team from the Multimedia University Cyberjaya team emerging as champion. 
Vivian Chua, Lin Li, Eva Low and Nurain Binti Lokman walked away with the coveted RMB5,000 
prize and will move on to compete in the RICT ASEAN challenge 2015 against teams from 
Singapore, Thailand, Philippines and Indonesia. Chua (pictured left, receiving her award from Zaiti 
Waddell-Mohd Ali, ACCA head of business relations) also won the ACCA Best Presenter Awards. 

RICT aims to provide students a glimpse into the risk industry.

Members embark on leadership programme

Penang gathering enjoys a Hawaiian theme

With about 850 members, 
Penang is one of the biggest 
ACCA networks outside the 
Klang Valley.
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In search of special skills 
The nomination process for 2015 ACCA council elections is now open. Members are 
invited to put themselves forward as candidates by 17 June

Nominations are invited for 
any ACCA members wishing 
to stand for election to the 
council at the 2015 AGM. 
Council is the governing 
body of ACCA and has a 
pivotal role in ACCA affairs. 

It has a wide-ranging remit 
that includes:

* ensuring that ACCA 
operates in the public 
interest and delivers the 
objectives stated in its 
royal charter

* setting the direction of 
ACCA through regular 
approval of ACCA strategy

* ensuring that governance 
structures are aligned in 
order to deliver strategy

* engaging with members to 
promote strategic direction

* acting on behalf of all 
members and on behalf 
of future generations of 
members (today’s students)

* providing an objective 
environment for the 
executive team to explore 
new ideas or challenges.

Council and the executive 
team collaborate to devise 
ACCA’s strategy, which is 
then approved by the council. 
Delivery of strategy is the 
responsibility of the executive 
team, with governance of the 
process and performance 
management provided by 
Council.

Whatever their 
geographical or sectoral 
bases, Council members do 
not represent particular areas 
or particular functions; they are 
elected by the membership as 
a whole.

Candidates in the Council 
elections come from all parts 
of the world, from every 
sector of the profession, and 
represent a wide range of 
senior positions. Long-term 
or technical experience is 
valuable, but so is an ability 
to participate in strategic 
decision-making. Council 
experience as such is not 
necessary. However, an 
understanding of good 

For more information:

Go to www.accaglobal.com/ab/164, or email secretariat@
accaglobal.com quoting ‘Council elections’ in the subject line

governance is essential, and 
personal and professional 
integrity must be of the 
highest standard.

ACCA expects members to 
bring the following skills and 
attributes to Council:

* an ability to take a strategic 
and analytical approach 
and see the big picture

* an understanding of the 
business and the market

* communication and 
networking skills

* an ability to interact with 
peers and respect the views 
of others

* decision-making abilities

* an ability to act in an 
ambassadorial role in many 
different environments

* planning and time 
management

* a willingness to learn and 
develop.

Anyone wishing to stand 
must be nominated by at 
least 10 other members of 
good standing. 

Candidates should 
supply a head-and-shoulders 
photograph and an election 
statement of up to 500 words. 
Candidates are also required 
to sign declarations of their 
willingness to comply with, 
and be bound by, the code of 
practice for council members.

Candidates will have 
the opportunity to produce 
a video in support of their 
election statements. The 
videos will be posted on the 
ACCA website, together with 
the written statements and 
photographs. 

The closing date for  
the submission of nominations  
to the secretary is 17 June 
2015. ■
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The million-dollar run
This year’s annual rickshaw race in Hong Kong attracted more than 800 entrants and 
raised more than HK$1.2m in charity donations for local underprivileged groups

More than 800 participants 
from accountancy firms, 
multinationals, businesses 
and other organisations 
competed in the annual 
rickshaw race hosted by 
ACCA Hong Kong in January. 

The Community Day event 
raised over HK$1.2m, which 
was split between Enlighten – 
Action for Epilepsy, Harmony 
House and Jubilee Ministries. 
More than HK$15m has been 
raised through the signature 
annual event since it was first 
run in 1997. 

At the opening ceremony, 
Fergus Wong, chairman of 
ACCA Hong Kong, said: ‘As 
a global body for accounting 

and finance professionals, 
ACCA aims to support our 
members so they can tackle 
the enduring challenges they 
face throughout their career. 
This year marks the 65th 
anniversary of ACCA Hong 
Kong since our establishment 
in 1950. We remain committed 
to enabling professionals 
to deliver their best, and to 
developing the accounting 
professionals the world needs.

‘As members of the 
community, ACCA Hong Kong 
continues to contribute not 
only to the profession, but also 
to those in need.’ 

Officiating at the event 
for the eighth year was guest 

of honour Matthew Cheung 
Kin-chung, secretary for 
labour and welfare in the 
Hong Kong government. He 
said: ‘I salute ACCA Hong 
Kong for contributing to the 
solidarity of their professional 
field, the vibrancy of Hong 
Kong’s economy as well as the 
building of a caring society for 
all. Your enthusiastic support 
for this charitable initiative 
attests to your spirit of 
corporate citizenship.’ 

The rickshaw race was 
won by a team from EY, 
which also took the prizes 
for cheerleading and best 
costumes. A PwC team took 
most in donations. ■
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Datuk Zaiton Mohd Hassan 
is president of the ACCA 

Malaysia Advisory Committee

Greening the young
The young and aspiring accountants of today must be imbued with an understanding 
and commitment to sustainability in business, says Datuk Zaiton Mohd Hassan

Over the last 20 years the 
number of organisations 
working to address their 
sustainability impacts has 
risen significantly. This can 
be attributed to several 
key factors, including: a 
broader understanding 
and acceptance of the links 
between economic activity 
and global sustainability 
issues; a recognition of 
the risk-management and 
economic benefits that 
organisations can gain from 
integrating sustainability 
into their strategies; 
and a growing demand 
from stakeholders for 
organisations to manage 
their operations in a more 
sustainable manner.

A minority of governments 
and regulators have driven this 
trend by requiring companies 
to address their environmental 
and social impacts and to 
report on their practices. 
This is true of Malaysia where 
Bursa Malaysia launched 
an environment, social and 
governance (ESG) index named 
the FTSE4Good Bursa Malaysia 
(F4GBM) Index last December.

Currently over 3,000 
companies worldwide issue 

annual reports on sustainability 
and corporate responsibility. 
Although these companies 
represent a small minority, 
ACCA expects their number to 
increase in the future, owing to 
the drivers noted above.

Realistically, this could 
take decades to achieve. Its 
fulfilment can only be reached 
if the young and aspiring 
accountants of today are 
imbued with an understanding 
and commitment towards 
sustainability in business.

ACCA recently surveyed 
among more than 4,700 
students worldwide, asking 
them how sustainability trends 
will impact businesses and 
the role of accountants in 
countering these challenges. 

The results were quite 
enlightening. Deterioration 
of natural resources, a global 
population explosion and 
financial market instability will 
be the main impacts on the 
global business environment 
in the next 10 years, says 
the ACCA research. A 
massive 81% of respondents 
said the main impact by 
2024 would be a decline in 
natural resources, while 79% 
stated that sustainability 

issues will be more 
prominent in 10 
years time. 

ACCA places 
sustainability at the 
heart of business 
and accounting, 
and for over two 
decades we have 
been identifying 
the multiple roles 
the accountant 
will have in a 
more sustainable 
future. We believe 
that accountancy 

professionals are well 
placed to help organisations 
transform into more 
accountable entities. 

At a macro level, ACCA 
is able to influence global 
sustainability issues and 
contribute to the development 
of solutions. ACCA undertakes 
a wide variety of research into 
how accountants and finance 
professionals can assist in the 
shift to a sustainable economy. 
We also work with standard 
setters, governments and 
regulatory bodies to  
ensure that standards and 
regulations concerned with 
corporate sustainability are fit 
for purpose.

And perhaps the most 
wide ranging, in terms of 
impact, is that through the 

ACCA Qualification, all our 
students are taught about 
the sustainability risks 
and opportunities facing 
companies. The syllabus 
includes specific modules  
that include integrated 
reporting and sustainability 
in the context of business, 
corporate social responsibility 
and environmental issues 
affecting the strategic 
position of an organisation. 

With ACCA currently 
having 436,000 students in 
180 countries, the potential 
impact of this training and 
knowledge can be massive. 
This, I hope, will be a catalyst 
for accountants to be drivers  
for greater sustainability 
practices in business in the 
years to come. ■

Many aspiring 
accountants 

believe 
sustainability 

issues will become 
more central to 

their area of work 
in the future

For more information:

The ACCA survey, Sustainability and business: the next 10 
years, is available at www.accaglobal.com/ab/163
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Capacity for Kabul 
Agreement between ACCA and Afghanistan Ministry of Finance is 
the latest step in building up accountancy profession in the region

ACCA and the Afghanistan 
Ministry of Finance have 
signed an agreement to 
develop the accountancy 
profession in Afghanistan.

The memorandum of 
understanding (MoU) will 
see the Afghan government 
and ACCA set up an 
infrastructure for the long-term 
development of the finance 
profession in the country. 

The agreement sets out 
the objectives for building 
accountancy capacity in 
Afghanistan, with ACCA 
providing expert advice 
and guidance on a broad 
range of areas, such as the 
establishment of a national 
professional accounting 
organisation, qualification 
development, professional 
regulation and member issues.

‘ACCA is honoured and 
delighted to sign this MoU,’ 
said ACCA’s executive director 
– markets, Stephen Heathcote. 
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ACCA member 
benefits
Employability
Membership improves 
earning power and job 
prospects on a global 
scale.

Influence and 
representation
Members play key 
roles in representing 
and developing the 
profession, backed by 
cutting-edge research.

Knowledge and 
connections
Keep up to date with 
our publications and 
social media feeds. Our 
events let you network 
with a large peer group.

Personal development
CPD, training and career 
progression support.

ACCA Careers
Our career portal gives 
guidance and lists job 
vacancies worldwide.

Customer care
Fast and efficient 
support around the 
clock, by phone, email 
and webchat.

Go to www.accaglobal.
com/memberbenefits

‘We share the same aims of 
working in the public interest, 
advocating the value of the 
accountancy profession 
to broader society and in 
economic development.

‘ACCA has an excellent 
knowledge of capacity building 

in emerging economies, and 
works with NGOs, regulators, 
governments and learning 
providers around the world 
to develop the profession in 
countries where there is a need 
for professionally qualified and 
regulated accountants.’ 

Rollout of CBT qualification moves online learning forward 

ACCA and Pearson VUE have teamed up to introduce computer-based testing (CBT) 
across ACCA’s Fundamentals Skills Level (F5-F9) exams.

The F5-F9 exams will begin their transition to CBT towards the end of 2016, with students 
initially having the choice of taking CBT or paper exams. ACCA has agreed with learning 
providers and employers that any changes introduced across the ACCA Qualification will be 
phased, ensuring that both they and students have time to adapt to the changes.

Pearson VUE has global experience in delivering CBT, making it an ideal partner for 
ACCA to provide secure and robust CBT for the Qualification’s exams. 

The agreement not only reflects ACCA’s commitment to leading innovation in 
professional education but also enables ACCA to customise its computer-based exams to 
ensure they retain their rigour. 

For example, the F5-F9 exams will continue to feature the longer questions in exams that 
test students’ ability to apply their knowledge. For these longer question types, the marking 
will continue to be carried out by human experts.

Helen Brand, chief executive of ACCA, said: ‘ACCA first introduced CBT for the 
Fundamental Knowledge exams in 1998, and this agreement with Pearson VUE represents 
the next stage in ACCA’s transition, ensuring the ACCA Qualification remains relevant to 
today’s business environment.’

For more information, go to www.accaglobal.com/ab/162

▲ Infrastructure initiation 
Stephen Heathcote with Naim Sadat, treasury program 
coordinator at the Afghanistan Ministry of Finance
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CPD
Get verifiable CPD units by 
reading technical articles

The magazine for fi nance professionals
MY AB Accounting and Business

Think AheadThink Ahead

Professional judgment 
What to disclose in fi nancial reporting

Corporate culture 
Businesses need to assess and change

Opinion What CEOs think of CFOs
Economy Indonesia’s progress

CPD Lease accounting
Practice RSM Chio Lim

MY 03/2015

M
Y.A

B
   A

ccou
n

tin
g an

d
 B

u
sin

ess 03/2015

Lead by example
Datuk Nur Jazlan Mohamed,  
Public Accounts Committee

In recovery 
Building the accounting 
profession in Afghanistan
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