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Taking a digital step forward

Here at Accounting and 
Business, we strive to 
continuously improve the 
way in which we deliver our 
content so that members get 

the most out of their reading experience. So I’m delighted to 
announce that from this issue, we will be going digital via an 
exciting new app, which can be accessed via desktop, tablet 
or smartphone. 

Delivering the magazine digitally allows us to give you more. 
Readers will, for example, be able to access videos and podcasts 
featuring topics and personalities, and as we move ahead we’ll be 
exploring the full range of possibilities offered by the new format. 
Digital publishing offers a more sustainable and environmentally-
friendly way of distributing the publication that refl ects both 
advances in technology and changes in the way that all of us are 
consuming information. Turn to page 9 to fi nd out more.

In this issue, we take a timely look at transfer pricing. It has 
been nine years since IRAS issued its fi rst guidelines on the 
subject. Since then, the focus on managing tax risk has grown 
on an international scale. As trade becomes increasingly global, 

the way in which multinationals work has evolved – with parts of 
the business located in a variety of tax jurisdictions. In response 
to concerns from the G20, the OECD has signalled its intention 
to focus more on tax compliance and has updated its guidelines 
on transfer pricing. As an early adopter of best practice in this 
area, Singapore’s IRAS has accumulated a wealth of experience 
in dealing with transfer pricing matters and recently issued 
the second edition of its guidance, with a greater focus on 
documentation. For more, see page 16.

We also fi nd out about the challenges of establishing a new 
fi rm in the emerging market of Cambodia as FCCA Kimleng 
Khoy heads up the Deloitte branch in Phnom Penh. His fi rst task 
as Deloitte country director was to put together a team of up 
to 25 employees to staff Deloitte’s permanent offi ce, which was 
opened earlier this year. He tells his story on page 28. 

And, in his article on how organisations can fi ght against 
fraud, Simon Padgett, FCCA and author, explains how profi ling 
can improve the chances of recognising the fraudster and 
fraudulent activity in a business (page 32).

Colette Steckel, Asia editor, colette.steckel@accaglobal.com

Welcome

Accounting 
and Business
The leading monthly magazine for 
fi nance professionals, available in 
six different versions: China, Ireland, 
International, Malaysia, Singapore 
and UK.

There are different ways to read AB. 
Find out more at
www.accaglobal.com/ab

Also from ACCA

AB Direct
Sign up for our weekly news and 
technical bulletin at 
www.accaglobal.com/ab

Accountancy Futures
View our twice-yearly research and 
insights journal at 
www.accaglobal.com/futuresjournal

Student Accountant
Access the magazine for 
ACCA Qualifi cation and 
Foundation-level students at 
www.accaglobal.com/
studentaccountant

Member benefits
To learn more about the benefits of 
ACCA membership, turn to page 
66 or visit www.accaglobal.com/
memberbenefi ts 

ACCA Careers
Search thousands of vacancies and 
sign up for customised job alerts at 
our jobs site www.accacareers.com/
singapore

About ACCA

ACCA is the global body for 
professional accountants. We aim to 
offer business-relevant, fi rst-choice 
qualifi cations to people of application, 
ability and ambition around the 
world who seek a rewarding 
career in accountancy, fi nance and 
management. We support our 170,000 
members and 436,000 students 
throughout their careers, providing 
services through a network of 92 
offi ces and active centres. 
www.accaglobal.com 

Channels and media

Accounting and Business is more 
than just a magazine. You can read 
us, follow us and engage with us – 
and in more ways than one. 

AB hub
See our new AB hub at 
www.accaglobal.com/ab 

AB app
Download from iTunes App Store, 
Google Play or via the AB hub

AB digital archive
The latest issue and an 
archive of issues stretching back 
to 2009

Twitter
Accounting and Business tweets 
at @ACCA_ABmagazine 

Videos and podcasts
Look for links in the magazine or 
go to www.accaglobal.com/ab

Webinars
On a raft of topical issues
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▲ In memory
Lee Kuan Yew, the 
founding father of 
modern Singapore, 
died in March aged 91. 
He led the city-state‘s 
transformation from 
small port to global hub

▲ All change
Google has hired Morgan 
Stanley‘s CFO Ruth 
Porat. Dubbed ‘the most 
powerful woman in Wall 
Street,‘ she previously 
led a tough cost-cutting 
strategy at the bank

► On call
Hong Kong‘s Hutchison 
Whampoa is in talks with 
Telefónica to buy UK 
mobile phone business 
O2 for £10.25bn, 
creating the UK‘s largest 
mobile group

▲ Got to give
Apple CEO Tim Cook 
has pledged to leave 
most of his US$800m 
fortune to charity. A 
growing number of the 
world's rich are giving 
away their wealth
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▼ Making a splash
Australian entertainment 
company Village 
Roadshow has 
partnered with Chinese 
conglomerate Citic to 
build amusement parks 
across Asia

▼ Grief encounter
After Zayn Malik quits 
during the Asian leg 
of boy band One 
Direction's tour, 
hundreds of UK fans 
request compassionate 
leave from employers

▼ Wheel of fortune
China National Chemical 
is to buy Pirelli in a deal 
that could see the Italian 
tyre maker valued at 
US$7.7bn. China has the 
largest auto market in 
the world

7
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New Japan desk 
Mazars is continuing its rollout 
of Japan desks across its 
Asia-Pacifi c network, to serve 
the group’s Japanese clients 
in the region. Singapore is 
the latest, with Junnosuke 
Kurachi appointed from 
Mazars Thailand to serve 
as its regional Japan desk 
manager. The move follows 
the development of Japan 
desks at Mazars Thailand 
and Indonesia in 2008, 
and Vietnam in 2012. With 
Japanese foreign direct 
investment in Singapore 
alone exceeding US$4.5bn 
per annum on average over 
the past four years, Mazars 
recognises the importance 
of building up its Japanese 
capabilities to engage with the 
Japanese business community. 

Centralising treasury 
Initiatives announced in this 
year’s Budget could establish 
Hong Kong as a regional hub 
for corporate treasury centres, 
challenging Singapore‘s 
status as the preferred 
domicile, PwC believes. 
These include reducing 
profi ts tax for specifi ed 
treasury activities by 50%. Ian 
Farrar, corporate treasury 
leader of PwC China/Hong 
Kong, said that a growing 
proportion of multinational 
and Chinese enterprises 
see value in managing their 
group treasury operations in 
a regional location. ‘What was 
once a practice common only 
with the largest companies 
is being adopted by more 
medium-sized businesses,’ 
he said. ‘They see how a 
regional approach to cash 
management, funding and the 
entire fi nancial supply chain 

can have a signifi cant impact 
on their bottom line.’  

Upwardly affluent 
Malaysia is within reach 
of achieving high-income 
status by 2020, International 
Monetary Fund’s David Lipton 
said in a recent speech on 
economic convergence. 
Twenty years ago, he said, 
Malaysia’s GDP per capita was 

about US$3,500 – one sixth 
that of the UK. Last year, GDP 
per capita had risen to almost 
US$11,000 – about one quarter 
of the UK’s. ‘Now Malaysia is 
targeting high-income status 
by 2020, with per capita GDP 
rising to about US$15,000. 
That goal is within reach. 
But with a sustained effort 
to pursue further reforms, 
Malaysia’s income level in 2040 

could surpass that goal, and 
essentially converge to the 
UK,’ he said during a March 
visit to Malaysia. 

Audit issues 
The latest global survey 
of audit inspections by 
the International Forum of 
Independent Audit Regulators 
(IFIAR) has found recurring 
high levels of defi ciencies in 
key areas of public company 
audits around the world. 
Areas highlighted in IFIAR’s 
2014 Survey of Inspection 
Findings include fair value 
measurement, internal control 
and revenue. For audits of 
systemically important fi nancial 
institutions, including global 
banks and insurers, the survey 
found the highest number 
of defi ciencies related to 
auditing of allowance for loan 
losses and loan impairments, 
internal control testing, and 
auditing the valuation of 
investments and securities. 
Lewis H Ferguson, IFIAR chair 
and board member of the US 
Public Company Accounting 
Oversight Board (PCAOB), 
said the results represent 
‘a problem for investors 
and stakeholders around 
the world’. 

Non-profit pressure 
China is reportedly cracking 
down on not-for-profi ts, 
revoking the work visas of at 
least two operators, China 
Law & Practice reported. The 
legal resource explained that 
current rules prohibit foreign 

Mazars grows its Japan business, audits found wanting, Shenzhen-Hong Kong stock 
exchange connect scheme likely this year, and compliance departments feel the strain

News roundup

◄ Good relations
Christine Lagarde meets 
Chinese premier Li Keqiang 
before their Beijing meeting 
in March

Proud partners

International Monetary Fund managing director Christine 
Lagarde has welcomed the creation of the Chinese-
led infrastructure investment bank, saying that the IMF 
was ‘proud’ to be a partner in the country’s economic 
endeavours. The planned Asian Infrastructure Investment 
Bank (AIIB) already has more than 30 members and 
has been designed to boost investment in areas such 
as transport and energy, similar to the World Bank and 
Asian Development Bank. During a visit to China in 
March, Lagarde noted the ‘impressive’ efforts made by 
the Chinese government to reform in three key areas in 
particular by promoting governance, cleaning up the air, 
and engaging with the world through multilateral dialogue 
and international investment and trade. 
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civic groups from registering 
as non-profi ts and legally 
employing people – leading 
some to register as for-profi t 
businesses ‘to gain access 
to visas or work in sensitive 
areas under an uncertain 
legal status’. The number 
of Chinese civic groups has 
‘increased dramatically over 
the years’ and, as Beijing 
moves to tighten its laws 
around them, ‘many groups 
are likely to be kicked out, 
and those that do not get 
registered will be subject to 
extra layers of control’.

Prime space 
Hong Kong’s Central business 
district ranks second globally 
and fi rst in Asia Pacifi c, in a 
Cushman & Wakeman study 
of the world’s most expensive 
offi ce locations. New Delhi’s 
Connaught Place is second-
placed on the regional 
ranking, followed by Tokyo 
in third and Beijing in fourth. 
Manila recorded the largest 
increase in occupancy costs 
in the Asia-Pacifi c region, with 
strong growth in outsourcing 
and offshoring services 
expected to sustain offi ce 
demand going forward. The 
commercial real-estate services 
fi rm’s report shows that the 
majority of core markets are 
seeing vacancy rates below 7%, 
indicating a healthy outlook for 
2015, where net absorption is 
expected to soar to a seven-
year high. 

Lending rules tighten 
Foreign banks are reportedly 
adopting stricter lending 
criteria for China’s state-owned 
enterprises (SOEs), demanding 
collateral from companies 
previously deemed as safe. A 
Reuters investigation named 
Singapore’s DBS Group as 
one, having recently suffered a 
loss on a bad loan to an SOE-
related fi rm it had assessed 
as risk free. It cited similar 
moves by Taiwan’s Chang 
Hwa Commercial Bank, ‘in 
recognition that SOEs were 

no longer risk free’. The report 
cited DBS’s ’draft internal 
risk guidelines’ as a source. It 
also stated that neither bank 
would comment. 

All aboard through train
A Shenzhen-Hong Kong stock 
exchange connect scheme will 
‘likely’ debut in the second 
half of 2015, Shenzhen bourse 
chief executive Song Liping 
told a press conference at the 
National People’s Congress 

in March. Premier Li Keqiang 
had earlier confi rmed that a 
second mainland Hong Kong 
stock connect, also known 
as an investment ‘through 
train’, would kick off at an 
‘appropriate time’, following 
last November’s launch of 
cross-trading between the 
Shanghai and Hong Kong 
stock exchanges. Since the 
legal framework was now in 
place, preparations could be 
fast-tracked for the second 

scheme, Song suggested. 
Playing down competition with 
Shanghai, she added: ‘I have 
much confi dence in both the 
stock connection schemes’.

Gender imbalance 
Women hold 25% of senior 
management positions at 
businesses in mainland China – 
higher than the global average 
of 22% – but they lag behind 
elsewhere, a Grant Thornton 
International Business » 

As you will have read on the Welcome page (page 3), AB is being made available in multiple 
digital formats from this month. Members will benefi t from our innovative app version of the 
magazine, accessible on PC, tablet and smartphone and offering a more sustainable and 
environmentally friendly format.

The new versions will have all the usual news and technical updates, analysis, interviews, 
careers advice, CPD material and ACCA news. But the digital format will also allow us to 
present content in a variety of new ways, including:

* video interviews with leading ACCA members and other experts

*  podcasts on topical and technical issues

* direct links to useful information across the web

* more pictures and better access to useful content related to our articles.
To get the new digital version, visit our new, improved AB magazine hub at 

www.accaglobal.com/ab. We will also let you know how you can opt to give up print 
and go fully digital. 

We hope you enjoy our digital edition, and will be seeking your feedback. If you have any 
questions, please email abeditor@accaglobal.com.

AB goes digital!
How to get your innovative launch edition of the Accounting and Business 
magazine app in May – designed for desktop, table and smartphone
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Report has found. The report 
shows that while 30% of 
human resource directors and 
23% of CFOs in China are 
female, the gender balance 
drops to only 7% of CEOs 
and 5% of partners, ‘which 
presents [the] male’s dominant 
position in core management 
of businesses in mainland 
China’. That disproportion is 
also refl ected in their career 
path, with women only seeking 
promotion when they believe 
that they’ve met all the criteria, 
‘while society shows more 
confi dence in men’.  

Readying for yuan trade 
Nearly seven in 10 US 
businesses expect to buy 
and sell more goods with 
China in the next 12 months 
and more companies are 
considering using the yuan to 
do so, according to a survey 
by HSBC. Kevin Quinn, head 
of corporate banking for 
HSBC in Upstate New York, 
said that China’s ongoing 
fi nancial reforms and removal 
of bureaucratic barriers are 
leading decision-makers 
to consider its wider use in 
international transactions over 
the longer term. ‘If they don’t 
already, US businesses should 
set up the infrastructure to be 
ready to use renminbi; it’s a 
growing opportunity,’ he said. 

Small business grows 
China watchers in the US 
have welcomed news that 
the number of small-business 
registrations in the mainland 
has risen by almost 50%. 
‘Generally, it’s a very positive 
sign,’ Nicholas Lardy, the 
Anthony M Solomon Senior 
Fellow at the Peterson Institute 
for International Economics, 
told China Daily. Referring to 
comments made by premier 
Li Keqiang at the conclusion 
of the National People’s 
Congress meeting in Beijing 
in March, Lardy said that all 
minimum capital requirements 
to start a liability business in 
China have been eliminated. 

‘That gives the entrepreneurs 
[the ability] to start a liability 
company more easily than 
in the past,’ he said, adding 
that it would ‘defi nitely boost 
China’s entrepreneurship’. 

Counting carbon cost 
Researchers from Sweden, 
Norway and Australia have 
developed a new method 
of consumption-based 
accounting, also known 
as carbon footprints, as a 
‘fairer’ alternative to today’s 
production-based accounting. 
This potentially avoids 
so-called carbon leakage, 
whereby rich, developed 
countries can reduce domestic 
emissions by shifting carbon-
intensive production abroad, 
Astrid Kander, professor in 
economic history at Sweden’s 
Lund University, said that the 
study ‘demonstrates that 
carbon footprints do not credit 
countries for cleaning up 
their export industries. It also 
punishes countries with more 
carbon-effi cient technology 
than their trading partners 

for engaging in trade, even 
if trading leads to a more 
carbon effi cient allocation of 
production resources, and 
hence contributes to reducing 
emissions globally.’ 

Compliance a burden 
Compliance departments 
are feeling increasingly 
challenged by higher 
regulatory expectations, 
coupled with staff shortages 
and technology concerns, 
according to the latest joint 
bi-annual survey by Dow Jones 
Risk & Compliance and the 
Association of Certifi ed Anti-
Money Laundering Specialists. 
‘This year’s survey once again 
highlights the issues and 
emerging trends that are 
shaping the fi nancial crime 
compliance industry,’ said Joel 
Lange, managing director of 
Risk & Compliance at Dow 
Jones, citing continuing 
confusion over changing 
regulatory expectations and 
the pressure that fi nancial 
institutions face regarding 
maintaining some accounts.  

Online on the up 
Citing a recent market report 
by research organisation 
Forrester, Alpine Capital 
Management’s technology 
sector analysts predict that 
Chinese retailers will generate 
in excess of US$1 trillion 
of online sales by 2019. ‘If 
we consider the massive 
emerging middle classes and 
the widening availability of 
lower-priced mobile devices, 
we can clearly see that the 
demand for online retailing is 
set to benefi t existing platforms 
such as Alibaba and JD.com, 
whilst paving the way for new 
opportunities as the market 
becomes more defi ned,’ said 
Cai Hanchao, Alpine Capital 
Management’s chief tech-
analyst. In 2013, China took 
top spot as the world’s largest 
e-commerce market; according 
to Forrester, this fi gure is set 
to rise at a compounded rate 
upwards of 20% until it reaches 
US$1 trillion in 2019. ■

Compiled by Peta Tomlinson, 
journalist

Slip of the finger

While technology can do many things, it cannot eliminate human error; in 2013, US 
businesses were fi ned almost US$7bn for accounting mistakes. A Bloomberg BNA survey of 
in-house fi nance professionals has uncovered the top fi ve blunders.

Saving a fi le 
with corporate 
fi nancial or 
tax data to a 
personal device

Manually 
inputting 
incorrect data 
into an enterprise 
system

Accidentally 
deleting a custom 

Excel formula 
used to calculate 

coporate tax data

Overriding data 
in an enterprise 

system with 
fi gures calculated 

outside of the 
program

Working on a 
non-secure public 

WiFi network
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End-user technology 
mistakes

5 top
Tech challenges from 
data handling to 
spreadsheet blunders 
nag tax and 
accounting pros

1

2

3

4

5

Source: The Top Tax & Accounting 
Mistakes that Cost Companies 

Millions, Bloomberg BNA, Software 
Products, December 2014
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 ‘Our financial 
conscience must 
be underpinned 

by the desire 
to uphold the 
highest level 

of professional 
standards’
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Integrity is everything
Throughout his career in the private and public sector, conscience and upholding 
standards have been the driving principles for Ho Tuck Chuen FCCA, group CFO at JTC

culture, he notes, is very different from that in Asia or Europe. 
Then there were cultural differences across industries: for 
example, IT companies tend to be more conservative than the oil 
and gas ones.

On top of that, each job posting, he recalls, came with its 
own interesting points. His very first overseas posting – to 
Price Waterhouse’s Melbourne office – gave him the chance to 
compare the differences in auditing technique and emphasis 
between countries, and he found himself working with 
considerably more extensive documentation than in Singapore, 
simply because the Australian litigious situation is more acute. »

In the early 1970s, as the recently formed Jurong Town 
Corporation (JTC) was building Singapore’s industrial 
infrastructure at a breakneck pace, a youthful Ho Tuck 

Chuen began studying for his ACCA Qualification. He had 
entered the army just a year previously, and although only 
part way through his National Service, he wanted to get an 
early start.

Getting that Qualification was, it turned out, a good decision. 
After graduating in 1980, Ho joined Price Waterhouse and was 
posted to Melbourne for three years under an overseas exchange 
programme. When he returned, he remained in practice for 
another year before moving out to industry, and his career quickly 
turned into a tour of a dozen different industries and companies, 
enabled in no small part by his ACCA membership. 

‘I was stationed in Singapore, but I would be sent on business 
trips all over the world,’ he recalls. ‘Singapore was not so well 
known 20 to 30 years ago, but ACCA was a global qualification. It 
was the hallmark of recognition.’

Finally, in 2008, Ho accepted the position of group CFO at JTC. 
Although the corporation has undergone considerable changes 
since the early days of its development, including restructuring 
in the 1990s, it still drives industrial development in Singapore, 
including massive projects such as the recently opened Jurong 
Rock Caverns. Its stakeholders are not just shareholders and 
investors, but the public, as laid out in its mandate. Leading its 
finance function is not a task for the faint-hearted.

‘In JTC, we invest billions of dollars of capital expenditure,’ 
he explains. ‘The stakeholder value we focus on is all about 
contributing to the economic progress of Singapore. Our 
financial discipline and precision can be no less than the best 
practices in the private sector.’

‘Rich corporate culture and values’
Moving through different industries, Ho had the opportunity to 
see a great number of those best practices for himself and to 
compare the way each company and industry worked. But it was 
cultural differences that made the greatest impact on him.

‘From a personal perspective, what is more important than 
industry exposure is the cultural aspect,’ Ho says. ‘Each company 
I worked with had its own rich corporate culture and corporate 
values. Then there were the cross-border interactions, including 
business travel. All of this made me a more mature financial 
professional in terms of understanding,’ he says.

Some of his observations derive from the cultural differences 
across countries: three-quarters of the companies he worked 
with were US multinational corporations, and American business 

2008
Group CFO, JTC

2007
CFO, China Yuchai International

2005
CFO, Pacific Internet

1996
Regional director of accounting, tax and internal control, 
Sony Electronics Asia Pacific

1993
Regional financial controller, Haw Par Healthcare

1989
Regional financial controller, Intergraph Systems South 
East Asia

1988
Regional financial controller, Master Builders Technology 
Singapore

1985
Regional financial controller, Reda Pump Singapore

1983
Regional financial controller, Apple

1980
Senior auditor, Price Waterhouse
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Dealing with the differences
Despite the sometimes enormous cultural differences between 
companies, Ho says he had no problem adapting to each new 
working environment. The challenge for him was, instead, the 
nature of the work itself, beginning with his transition from 
practice to industry.

‘The audit function is very different from factory accounting,’ 
he explains. ‘Firstly, the operations are very different. Secondly, 
the objective is very different. With audit, the objective is to 
verify financial statements, but with, say, Apple, the objective 
is to produce the lowest cost of manufacturing. The focus was 
on entirely different aspects, and the skills required were also 
different. With audit, you have to be very conversant with audit 
and accounting standards. But with factory costing, the emphasis 
is on costing and absorption.’

The challenges, however, were fundamentally similar. As an 
auditor, Ho and his colleagues would encounter a time-cost 

Later, as regional financial controller for Apple in South-East 
Asia, he encountered a slogan that he remembers to this day: 
‘Don’t work hard. Work smart.’ This was in the 1980s, long before 
the concept of productivity had become popular.

‘Such a slogan was very counter-intuitive for people back then,’ 
Ho says, ‘but it made a great difference in the company culture. 
The culture became about being more efficient, getting more 
accomplished, and going home earlier. It gave me the opportunity 
to focus on efficiency, which was not so common at the time.’

Another philosophy that stuck with him was Sony’s approach 
in the mid 1990s, with its emphasis on innovation. During 
his years there, Sony developed products that were truly 
groundbreaking, including the first portable music devices and 
the PlayStation.

‘The principle back then was: “You don’t have to worry about 
the market; you just have to create an innovative product and 
that product will create its own market”,‘ he says. 
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Basics Tips

professional standards. ‘As accounting professionals, we must 
have that financial conscience to ensure our integrity,’ Ho 
says. ‘We must have that integrity, without fear or favour. It’s 
something we learn in our schooldays, and we must bring it 
forward into the profession. And our financial conscience must 
be underpinned by the desire to uphold the highest level of 
professional standards. That desire helps us to overcome the 
external pressures that we will all face.’

And there are, he observes, very many external pressures 
today. Firstly, he points out, the CFO’s stewardship role now 
includes the strategic aspect and the role of business partner. ‘In 
some quarters, they believe the CFO must be heavily involved 
in risk management. So the breadth of the role has expanded 
greatly,’ he adds.

Secondly, the external environment has changed. After the 
Enron corporate scandal broke in 2001, the governance terrain 
underwent an upheaval that has not completely settled down, 
even today. Ho feels the change is for the better, though: 
‘Regulators, practitioners, and the profession as a whole have 
to uphold a higher level of corporate governance. This helped a 
lot. Stakeholders are now better protected as compared to the 
pre-Enron period.’

The impact on finance leaders, however, is profound; 
they must, he explains, be acutely aware of their roles and 
responsibilities, and know the avenues for addressing any 
concerns of irregularity that may arise.

‘That motivates practitioners like me to develop very effective 
and sound whistleblowing policies, and a very strong corporate 
governance framework. The stronger they are, the better we 
sleep at night,’ he says.

And on the whole, Ho adds, he sleeps well. It helps that he 
has found a balance over his years of experience – developing 
passion for the job. ‘If you enjoy your work, the day seems 
like an hour,’ he says. ‘I am blessed that in the many years of 
my work I have developed that passion. As I leave the office, I 
have a sense of fulfilment. It’s a nice feeling that helps me look 
forward to the next day.’ ■

Mint Kang, journalist

constraint – the need to complete the audit assignment within 
a relatively tight schedule, forcing them to burn late nights and 
weekends in order to meet the deadline.

In industry, he says, the deadlines, though equally tight, had 
a somewhat different origin. Apple, for example, would see a 
sudden change in its production schedule as demand fluctuated, 
forcing the build plan to respond. The finance staff would have 
to deal with changing orders, cancellation costs or the need to 
suddenly source more raw materials – all while keeping an eye 
on the time to market which, for Apple, could determine the 
success or failure of a product launch.

Ho’s lively and varied career, however, does come with one 
small regret: before he began, he would like to have known 
more about the different public career paths available to him. 
‘In that time the career paths and what they entailed were not 
so clear,’ he notes. ‘It would have really helped an accountant 
coming out from school to specialise in the area that is closest 
to their heart.’

From private to public
Ultimately, being able to gain extensive exposure across borders 
and industries, and his experience with running a finance 
function in various settings, helped Ho in his next transition from 
private to public sector.

Companies in the public sector, such as JTC, may be 
more closely scrutinised simply because they have so many 
more stakeholders than their private sector counterparts. 
But regardless of industry or sector, Ho feels that the 
CFO’s primary role and greatest ongoing challenge is to 
ensure financial discipline and precision. ‘Can you imagine 
a finance function where there are questions about the 
integrity and credibility of the numbers, because the CFO 
is not strong enough to withstand pressure for better 
numbers?’ he says. ‘There will always be pressure on 
the financial results.’

There are, he says, two key factors in maintaining financial 
discipline. One is conscience; the other is the desire to uphold 

As a supercorporation in the public 
sector, JTC is well positioned to 
help the accountancy profession 
attain the Committee to Develop 
the Accountancy Sector (CDAS) 2020 
vision of developing Singapore into a 
global accountancy hub. It has already 
been appointed as an Accredited Training Organisation.

‘Within our finance function, we have a competency 
framework that also facilitates our own needs,’ says group 
CFO Ho Tuck Chuen. ‘For example, we put our staff on 
track to develop the competency that is relevant to their 
work, and we are mindful of the Singapore Qualification 
Programme (SQP) in the process. We align the training we 
provide with the SQP requirements as much as possible.’ 

* ’Know what you want to do. Learn 
about the career paths available 
to you, and specialise in the area 
closest to your heart.’

* ’Have passion for your work. Like 
skills, passion can be developed 
over time.’

* ’Maintain your integrity above all other things.’

* ’Have professional pride and hold yourself to the 
standards of the profession.’
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Taxing relations
With tax a key concern for organisations running businesses across a number of 
jurisdictions, transfer pricing plays a vital role in ensuring overall uniformity

In January, the IRAS published the Transfer Pricing Guidelines 
(Second Edition), which consolidated previous circulars and 
positions, and updated guidance on the IRAS’s position on 
specific transfer pricing matters.

Evolving guidelines
The guidelines were first published in 2006 and much has 
changed since then. The OECD, which published its major 
revision of guidelines in 2010, has more recently signalled its 
intention to beef up its position to stamp out base erosion 
and profit shifting (BEPS), in response to the G20’s growing 
concern and to address the perceived artificial shifting of profits 
by multinational enterprises to tax-favourable jurisdictions; 
proposed changes are currently in the discussion phase.

According to Luis Coronado, EY Asia-Pacific transfer pricing 
leader, the IRAS has indicated that the revised transfer pricing 
guidelines are not a direct response to the OECD’s proposals, 
although they are generally aligned to the organisation’s transfer 
pricing guidelines. ‘Since 2006, the IRAS has clearly built up more 
experience and expertise in dealing with transfer pricing matters,’ 
he says. ‘The revised transfer pricing guidelines are thus not so 
much a fundamental shift as a strong message that the IRAS is 
now serious about transfer pricing compliance. They also highlight 
the need for taxpayers to be contemporaneous in their transfer 
pricing documentation preparation.’

The word ‘contemporaneous’ comes up often in the new 
guidelines and in discussion with Singapore’s experts. This is 
hardly surprising, as one of the core tenets of the regulation is 

the issue of ‘arm’s length’ transactions 
between related parties. In essence, 
this means that related parties must 
conduct a transfer pricing transaction 
as if they were not related – in other 
words, pricing must be market-
related. This is easier said than done, 
particularly when it comes to complex 
transactions or those related to – for 
instance – the sale of intangible 
assets or transfer of goodwill. Such 
transactions are always going to require 
a large degree of judgment, and will 
be seen as subjective – hence the focus 
on contemporaneous documentation 
to ensure that the tax authorities 
understand the reasoning and 
judgment used.

It has been nine years since the Inland Revenue Authority 
of Singapore (IRAS) published its first guidelines on 
transfer pricing – the calculation of how profits are 

apportioned to different parts of the company in different 
countries and how much tax is paid in each. Since then, the 
process has risen in prominence around the world. 

This is in part due to the continued growth in global trade 
and, more importantly, the level of trade that occurs between 
related parties. The Organisation of Economic Cooperation and 
Development (OECD), which has been one of the primary drivers 
in tightening up the rules affecting transfer pricing, believes that 
some 60% of global trade occurs within multinationals.  

The impact on businesses has been profound. As EY noted in 
its last global transfer pricing survey, ‘tax authorities worldwide 
have stepped up their enforcement, and they are paying special 
attention to transfer pricing’. As a result, in the 2013 EY survey, 
66% of respondents said that managing tax risk was their top 
transfer pricing priority, up 32% from 2007 and 2010.

Geoffrey Soh, head of transfer pricing at KPMG Singapore, 
sums up neatly the impetus behind increasingly tougher transfer 
pricing compliance requirements. ‘As businesses respond to cost 
pressures and the desire to be near suppliers and markets, their 
supply and value chains have increasingly expanded across a 
number of countries. It is common for the R&D, manufacturing, 
distribution and customer support functions of businesses to 
be located in different countries. The challenge here is for tax 
authorities to ensure that profit allocated to each offshore entity 
is commensurate with the value it has created.’

Underlying this is the fact that 
transfer pricing can be used to evade 
or avoid taxes. Even if the activity 
falls within legal parameters, many 
countries have become increasingly 
concerned at the impact of transfer 
pricing on their base income tax 
and, consequently, have become 
significantly more aggressive in 
ensuring that their respective national 
accounts don’t lose out. Singapore, 
which has been on a steady path of 
ensuring its regulations match the 
highest global standards, has followed 
suit following concerns expressed, says 
Soh, who notes that some taxpayers 
had not focused sufficiently on transfer 
pricing compliance. 

‘The revised 
guidelines 

are a strong 
message that 

the IRAS is now 
serious about 

transfer pricing 
compliance’
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Robust documentation
Chai Sui Fun, transfer pricing partner 
at PwC Singapore, points out that 
there has been a great deal of focus 
on documentation. 

‘Robust transfer pricing 
documentation is a basic 
requirement and the first line 
of defence for related-party 
transaction pricing,’ she says. 
‘In the IRAS’s second edition of 
its guidelines, the substantive 
changes from the first edition 
are in the area of transfer pricing 
documentation, with the focus 
on the adverse consequences 
that taxpayers could face in the 
absence of this documentation.’ 

Sui Fun believes that the 
IRAS is catching up with global 
developments and aligning the 
Singapore regime with them, including 
those that have emerged from the 
OECD. But, she says, in line with the more 
robust global tax environment in recent 
years, the IRAS had already made some key 
changes ahead of the second edition, stepping 
up enforcement of the arm’s length principle among 
taxpayers, which resulted in relatively sizeable transfer 
pricing adjustments in some cases.

The impact of the more stringent requirements in the 
IRAS’s second edition will be incremental on those Singapore 
companies that already maintain contemporaneous 
documentation in relation to arm’s length transactions. For those 
companies that have been somewhat less focused on ensuring 
all their documentation is constantly up to date, the additional 
compliance may be costly.

But, as Sui Fun points out, this should be weighed against the 
potential compliance and tax costs that could arise if the IRAS 
conducted transfer pricing audits on them. 

Soh says that the first thing companies need to do, following 
the publication of the second edition, is to review their transfer 
pricing and evaluate whether their existing paperwork is 
adequately robust, given the more comprehensive requirements. 
‘It is quite likely that existing documentation may need to be 
beefed up,’ he says. ‘For example, a multinational may need 
to detail a group’s worldwide value chain and its Singapore 
company’s involvement and contribution to the value chain.’

See Jee Chang, transfer pricing leader at Deloitte Singapore, 
has a more sanguine view of the impact. He doesn’t believe the 
new requirements under the second edition should result in a 
complete overhaul of current procedures or increase compliance 
costs too significantly. 

‘In fact, the new guidelines provide certain ‘safe-harbour’ 
thresholds, where certain related-party transactions or situations 

are considered to be insignificant or low risk,’ he notes. ‘As a 
result, such transactions or arrangements would be exempt 
from documentation requirements for Singapore transfer pricing 
purposes. These exemptions will likely address the compliance 
cost concerns of smaller companies.’

Sui Fun concurs, pointing out that the IRAS is mindful 
of the potential impact on compliance costs of taxpayers 
and accordingly has come up with some situations where 
taxpayers may not be expected to prepare and maintain 
contemporaneous transfer pricing documentation. ‘These 
include domestic related-party transactions between taxpayers 
subject to the same tax rate on income, as well as prescribed 
threshold values for each type of cross-border related party 
transaction below which IRAS does not expect taxpayers to 
prepare and maintain this documentation.’

As a result, she says, many, if not most, SMEs may benefit 
from not having to prepare and maintain contemporaneous 
documentation. ‘From this perspective, it seems that there may 
be minimal impact on the compliance costs of SMEs. Having said 
this, the IRAS has not exempted taxpayers in these situations 
from compliance with the arm’s length principle. Accordingly, 
these taxpayers, including SMEs, could still be expected to 
demonstrate they comply with the IRAS requirements on arm’s 
length transactions with other relevant business records.’ »
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‘Rude shocks’
Sui Fun warns, however, that this may not be doing 
small businesses any favours. ‘These measures may 
help breed a state of complacency among SMEs and, 
as a result, they may not develop robust processes 
to help them cope with an increasingly aggressive 
external transfer pricing environment,’ she says. ‘They 
may potentially wake up to rude shocks one day in 
the future when faced with sizeable transfer pricing 
adjustments by overseas tax authorities.’

With Singaporean companies conducting so 
much trade within South-East Asia, the transfer 
pricing regimes in nearby countries are highly 
relevant. Singapore’s view is somewhat 
different to that elsewhere in South-East 
Asia, says Coronado, with the Lion City 
having adopted transfer pricing consultation 
to determine whether a taxpayer’s policies 
produce arm’s length outcomes – a more 
consultative  process compared to a full-
scale audit. 

‘There are numerous mentions in 
the revised transfer pricing guidelines 
of the need for contemporaneous 
transfer pricing documentation 
if taxpayers expect the IRAS to 
support Mutual Agreement 
Procedures and Advance Pricing 
Arrangements proceedings. There 
are also currently no specifi c 
transfer pricing penalties in the 
Income Tax Act,’ he says.

Jee Chang argues that 
compared to the rest of the 
region, given that the IRAS fi rst 
published its transfer pricing 
guidelines in 2006, Singapore was 
an early adopter and foresaw the 
importance of greater adherence 
and compliance to the arm’s length 
principle ahead of many countries in 
the region. ■

Amanda Vermeulen, journalist

Transfer pricing guidelines: the changes

The Inland Revenue Authority of Singapore’s (IRAS) revised 
transfer pricing guidelines have expanded the 2006 fi rst 
edition and subsequent updates and circulars.

According to IC Advisors, a boutique transfer pricing 
fi rm, the key points are:

* how the arm’s length principle is applied when 
transacting with related parties

* applying the arm’s length principle of specific 
transactions

* maintaining transfer pricing documentation

* transfer pricing adjustments 

* dispute resolution mechanisms. 
IC Advisors says that although the guidelines consolidate 
previous guidance issued by the IRAS since 2006, the 
second edition includes several new concepts and positions. 

The key changes are:

* The need for transaction-specific analysis: the IRAS has 
explicitly noted that the arm’s length principle should be 
applied on a transaction-by-transaction basis.

* Thresholds for related-party transactions: in order to 
reduce the compliance burden for Singapore taxpayers, 
the IRAS provided thresholds for a range of related-party 
transactions.

* Guidance on the preparation and maintenance of 
transfer pricing documentation: the revised transfer 
pricing guidelines require Singapore taxpayers to 
maintain contemporaneous documentation on a ‘going 
forward’ basis. In addition, the detailed information must 
be provided at the entity level as well as the group level.  

* Guidance on economic analysis/benchmarking: this 
includes the use of databases and treatment of public 
versus private companies, as well as the use of loss-
making comparable companies to justify lower margins. 

* The introduction of a penalty regime: the revised 
guidelines, however, note that if the taxpayer is not 
able to provide the transfer pricing documentation 
upon request, they can be penalised under the Income 
Tax Act. 

* Transfer pricing consultation: additional guidance has 
been provided on this process whereby the IRAS will 
engage with taxpayers to review the adequacy and 
timeliness of transfer pricing documentation, as well as 
the arm’s length outcome of the taxpayers. 

* Negotiating a mutual agreement procedure (MAP): in 
these revised guidelines, the IRAS has also provided 
guidance to taxpayers who are interested in negotiating 
a MAP with the IRAS. 

* Transfer pricing adjustments: the IRAS has provided 
detailed guidance on adjustments that are related to 
transfer pricing and conditions under which these will 
either be accepted or rejected.  

For more information:

IRAS’s Transfer Pricing 
Guidelines can be 

downloaded at tinyurl.
com/iras-2ed

EY’s 2013 global transfer 
pricing survey is at 

tinyurl.com/ey-gtps
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The Herz of the matter
The arrival of former FASB chairman and standards colossus Bob Herz at the US-based 
Sustainability Accounting Standards Board is a pivotal moment, says Ramona Dzinkowski

For those of you who have not been 
following the evolution of accounting 
standards-setting worldwide, this 
article may be news. For those who 
have an interest in the movers and 
shakers in this area, the following might 
come as no surprise. 

A household name in the standards-
setting community, Bob Herz has made 
history on several fronts, not least as 
chairman of the US Financial Accounting 
Standards Board (FASB) between 2002 
and 2010, when it was harmonising US 
generally accepted accounting principles 
(GAAP) with the international accounting 
standards written by the International 
Accounting Standards Board (IASB). 
Back then, Herz described the process as 
‘riding two horses at the same time’. 

Five years after his retirement from 
the FASB, Herz is again in the thick of 
it as a newly appointed member of the 
US-based Sustainability Accounting 
Standards Board (SASB). 

So why would Herz, a stalwart of 
traditional US standards-setting, get on 
board with what many a conservative 
might think of as a fringe group of tree-
huggers who have been butting heads 
with the US regulator, the Securities and 
Exchange Commission (SEC), to gain 
credibility? Last spring the SEC’s Daniel 
Gallagher said dismissively: ‘It is important 
to remember that groups like the SASB 
have no role in the establishment of 
mandated disclosure requirements.’

The reason for Herz’s return is, I 
believe, that he is fundamentally a 
maverick, with a keen insight into the 
future of corporate reporting – and he 
also likes a challenge. In my view, the 
SASB is attempting the near impossible in 
developing one set of rigorous standards 
for sustainability disclosure that will be 
widely accepted and used consistently by 
US public companies in their SEC filings.

Along with fellow board members such 
as Michael Bloomberg and three former 
chairmen of the SEC, a large constituency 
of investors, NGOs and a growing 
number of companies, I suspect Herz 
also recognises that a single rigorous set 

of standards for corporate sustainability 
reporting is overdue. One of the criticisms 
of corporate sustainability reporting 
and non-financial reporting in general 
is that there are too many cooks in the 
kitchen, too many frameworks making 
comparability between companies and 
across industries difficult and, at the end 
of the day, confusing to the investor. 

So what’s in it for the SASB other than 
the obvious benefit of being able to pick 
Herz’s brain? While it claims to have only 
US reporting interests in mind, with Herz as 
a driving force the roll-out of its guidance 
could receive popular acceptance 
internationally, thereby confirming the 
SASB as the standard-setter in the 
corporate sustainability reporting space. 

Ultimately, the arrival of Herz at the 
SASB may also help change the wider 

perception in the financial accounting 
community around sustainability 
reporting. Despite the emergence 
of corporate sustainability reporting 
frameworks like the Global Reporting 
Initiative (GRI) and the SASB’s own, 
corporate sustainability reporting is still 
considered by many finance execs as a PR 
exercise, with a wide range of practices 
better left to the investor relations 
department or the sustainability director. 

My personal hope is that the muscle 
Herz brings to the SASB will help shift 
corporate sustainability reporting closer to 
the office of the CFO, with the potential 
for SEC recognition at the extreme. ■

Ramona Dzinkowski is a 
Canadian economist and 

editor-in-chief of  
the Sustainable 

Accounting Review

For more information:

www.sustainableaccountingreview.com
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For more information:

See the video by Errol Oh on the 
impact of GST on accountants at 

www.accaglobal.com/ab/186   

Build resilience together
Issues of cyber security for businesses have far-reaching implications for us all, so it’s vital 
that the conversation should not be left to the techies and regulators, says Errol Oh

Cyber resilience, the ability of 
organisations to withstand and rapidly 
recover from cyber events, is seldom 
a matter of public discussion. So when 
Malaysia’s two top business regulators 
bring it up in major reports issued 
six days apart in March, we have 
to wonder if this is something that 
demands our attention.

In his message in the Securities 
Commission’s annual report 2014, 
executive chairman Datuk Ranjit Ajit 
Singh wrote that securities regulators 
globally are becoming more concerned 
about the possibility of cyber threats 
compromising the soundness of individual 
fi rms and overall market integrity. ‘Hence, 
one of our key priorities will be the 
strengthening of the cyber resilience of 
fi rms and institutions in the Malaysian 

capital market. Existing supervisory 
safeguards will be reinforced against risks 
to cybersecurity and data integrity, while 
the SC will also heighten our oversight of 
the capital market to ensure its systemic 
robustness against such potential threats.’

Bank Negara’s Financial Stability and 
Payment Systems Report 2014 included 
an article on the management of cyber 
risks, in which the central bank warns 
that, given the rising dependence on 
technology, fi nancial institutions face new 
risks of malicious actions by criminals 
and other malefactors. Such incidents 
may lead to service disruptions and the 
undermining of the confi dentiality and 
integrity of the institutions’ proprietary 
and customer data. 

Bank Negara then refers to a 
November 2014 report by the Bank 

for International Settlements (BIS) that 
analysed cyber resilience in fi nancial 
market infrastructures. The report 
emphasised the complex and rapidly 
evolving nature of cyber risks, highlighting 
the increasing priority accorded to their 
effective management, and recommended 
a more integrated approach.

The worry that organisations are 
vulnerable to cyber attacks is nothing new. 
In March 2012, then Federal Bureau of 
Investigation director Robert Mueller put it 
starkly: ‘I am convinced there are only two 
types of companies: those that have been 
hacked and those that will be. And even 
they are converging into one category: 
companies that have been hacked and will 
be hacked again.’

This refl ects the thinking that it is 
incredibly hard to be fully shielded 
against the efforts of those who are highly 
motivated to create systemic harm or 
disruption. According to the BIS, these 
include ‘hacktivists’ (whose idea of fun is to 
wreak havoc with computer systems), cyber 
criminals, terrorists and even people hired 
by governments. In addition, there is also 
the threat of accidents or natural disasters. 
Such risks, man-made or otherwise, call for 
more focus on cyber resilience.

This goes beyond investing in better 
computers and software, and in faster 
telecommunications. In a document 
titled A Manifesto for Cyber Resilience, 
information protection specialist 
Symantec says that the very best 
technology is not enough to secure your 
organisation. ‘The weakest link in cyber 
security is: the people,’ it says.

Clearly, the conversation on cyber 
resilience should not be just among 
techies and regulators. After all, we 
all stand to suffer losses if organisations 
and markets are badly impaired by 
cyber events. ■ 

Errol Oh is executive 
editor of The Star 
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Time to embrace analytics
Discussions in three cities highlight the hopes and worries of finance professionals 
around the idea of analytics as the route to business insight, Cesar Bacani reports

I recently moderated group discussions 
in Hong Kong, Kuala Lumpur and 
Singapore on analytics and the CFO. 
I was struck by how interested the 30 
or so senior finance executives in each 
city were in the promise of analytics as 
a finance and business tool – and their 
worries about getting it wrong.

‘What if we spend US$1m on analytics 
and the finance team does not use it?’ 
asked a CFO of a garment manufacturer 
and exporter in Hong Kong. ‘And what if 
the recipients of the reports do not read 
them or do not act on them?’

It’s a refrain I heard in all three cities. 
Wasting a million dollars on shelfware 
will do nothing for the CFO’s career 
prospects. This fear highlights the 
importance of first getting buy-in from the 
board, the CEO and others in the C-suite, 
as well as from the finance team and 
business units. 

One way of doing that is to situate 
analytics in the context of a specific 
problem to be solved. ‘You shouldn’t just 
say that analytics will give us business 
insights for better decision-making,’ said 
the regional CFO of a global management 
consultancy. ‘You should have a 
specific business problem that you can 
demonstrate will be solved by analytics.’

For example, the wide gap between 
revenue and spending forecasts and 
actual outcomes is weighing on the stock 
price, because the company’s guidance 
to the market generates expectations that 
are not satisfied. With analytics, the CFO 
can commit to narrowing the variance 
to less than 5%, reassuring investors and 
aiding planning and budgeting.

And you don’t necessarily need to 
spend US$1m to solve this particular 
problem, said a management consultant. 
Starting small is replacing the ‘big-bang’ 
approach of the past, when on-premise 
platforms required specialist IT skills. These 
days, a cloud-based analytics module that 
allows business users to formulate queries 
and build models, without needing to call 
on IT, can cost under US$100,000.

What’s more, said the consultant, that 
solution can be adapted and re-used 

to solve other business problems, from 
pricing to marketing to cost management 
to HR issues to customer profiling to 
reputational risk. This was confirmed by 
the regional CFO, whose company uses 
analytics for mergers and acquisitions, 
sales prospecting, risk management, 
compliance and many other processes – 
utilising the same software and drawing on 
the same set of internal and external data.

The data, though, must be clean and 
complete, and should represent a single 
version of the truth, or else the insights 
generated would be worthless – garbage 
in, garbage out. Ideally, systems and 
processes should also be standardised 
and automated, since manual 
manipulation tends to result in errors.  

This applies to internal financial data. 
The hurdle can be lower for unstructured 

data, such as text documents and audio 
files, and external data such as macro-
economic forecasts. One CFO said that 
her company sets the benchmark for 
completeness and accuracy of non-
financial data at 70%.

Finally, the CFOs that have already 
implemented analytics stressed the 
importance of the skills, interest and 
commitment of the finance team. You 
need financial analysts who are curious, 
insightful and can link the dots, not 
CPAs – ‘copy-and-paste accountants’, 
as one executive put it – and transaction 
processors and reporters.

As always, in any endeavour, 
the most sophisticated software is 
useless unless the people who use 
it are also capable and possess the 
requisite skills. ■

Cesar Bacani is editor-in-
chief of CFO Innovation
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Embracing the digital
Digital natives – and anyone looking to get more from their monthly magazine – rejoice! 
ACCA president Anthony Harbinson explains the benefits of AB’s new digital editions

You may have noticed that ACCA 
recently changed its logo to include 
the strapline ‘Think Ahead’. As a 
professional body we have always 
sought to be ahead of the curve, 
having always recognised that one 
of the few certainties in life is that 
everything will change. 

The internet has been a game-changer 
for individuals as much as for businesses, 
and mobile web platforms are merely the 
latest development of the technology. 
We know that many of our members 
are not only perfectly comfortable with 
reading content on their laptops, iPads 
and smartphones, but often prefer to read 
information that way. That’s why we are 
offering members our content in the ways 
they want to consume it.

This month ACCA has launched a set 
of apps for AB magazine. They will allow 
you to read your magazine on a wide 
range of devices – tablets, smartphones, 
laptops and desktops (see pages 3 and 9). 

New ACCA members around the 
world, and all members in Malaysia, are 
our trailblazers – they will be leaving print 
behind and switching completely to the 
new digital formats. These formats will 
mean they can also access videos and 
podcasts as part of their monthly read 
– which will come with all the content in 
the print edition. The AB team has also 
redesigned the magazine website to make 
it easier to navigate around the content, 
including the web version of the app.

If you want to join them, then please 
visit www.accaglobal.com/ab where 
you can find out how to access the new 
apps. Digital natives who are happy to 
dispense with the print edition can choose 
to receive their copy of AB in digital format 
only if they wish. Any money we save on 
print and postage will be used in other 
ways to champion you and support you 
throughout your careers.

For those members who have always 
looked forward to the satisfying thud of 
the latest hard-copy edition of AB landing 
on their desk or doormat – and I am one 
of them – I hope that, like me, you’ll enjoy 

a digital AB arriving in your inbox as well 
as a print issue in your letterbox.  

ACCA will be seeking your feedback 
and views on this initiative, as well as those 
of employers, to help steer our future 
approach and ensure we continue to offer 
world-class information. I urge you to 
make your views known. There is no better 
way to mark the 110th anniversary of the 
ACCA’s magazine – see the back page! ■

These digital 
formats will mean 

readers can also 
access videos and 

podcasts as part of 
their monthly read

For more information:

Find the AB apps at  
www.accaglobal.com/ab
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The view from
Shumaila Farooqui FCCA, fi nance and accounts manager, 
Suhail Bahwan Automobiles, Muscat, Oman

I enjoy the detail required to do my 
work, and the recognition. I oversee 
fi nancial reporting for the general 
manager of the company, which imports, 
distributes and services automobiles 
from 20 outlets across the country. The 
division I work for handles our BMW, Mini, 
Nissan and Renault dealerships, as well as 
specialist equipment-moving vehicles. 

A typical day might include analysing 
variations in reports across cost centres, 
costing projects, and contrasting 
performance with budget projections. I’m 
also involved in our enterprise resource 
planning (ERP) systems, and work closely 
with marketing colleagues to analyse 
feedback on campaigns. Essentially, I 
look for data and intelligence that puts 
me in a position to justify decisions and 
recommendations in front of shareholders. 

Growth in the premium-brand 
automobile market refl ects the 
strength of Oman’s economy. The Gulf 
region has had an exceptionally strong 
affi nity with luxury goods, and the Omani 
appetite for importing cars and SUVs 
reinforces the country’s importance to 
European, North American and Asian 
manufacturers. Oil and gas have been 
fundamental for our economy but 
there is now greater focus on tourism, 
manufacturing and aquaculture. Finance 
professionals add value by demonstrating 
leadership in performance measurement 
and investment planning, and I’m proud 
to play my part.

My Big Four audit and consulting 
background provided me with a solid 
foundation for business. Conducting 
due diligence exercises, learning how to 
understand individual customer needs, 
and putting yourself in their shoes to 
understand the basics of their business – 
it’s all shaped and reinforced my analysis 
and decision-making ability. 

The day you stop learning is the day 
you stop growing. When I started out, 
I asked lots of questions, so that I could 
understand the decisions and actions of 
my seniors, and follow their path. Since 
qualifying, I’ve recognised that, when 
planning a career, learning continues to be 
the most important part of the game, even 
more than any short-term salary gain. 

Work hard but be open-minded and 
prepared to explore; it’s more foolish to 
guess and make a big mistake than it is to 
consult someone with more experience 
and get it right, so don’t be scared of 
asking questions. Likewise, if you’re ready 
to change jobs, look for a sector or fi eld of 
operation where you can learn more. 

When I look back at my own 
progression, there are aspects of my 
work – such as International Financial 
Reporting Standards (IFRS), international 
auditing standards and ERP – where there 
are always new developments to keep 
up with. If you have the urge to learn, 
everything else will follow. ■

I look for data 
and intelligence 

that puts me in a 
position to justify 

decisions and 
recommendations 

in front of 
shareholders

Oil and gas

Last year’s oil price slump and 
continued volatility has changed 
the rules in the industry. In the short 
term, companies will maximise 
production to maximise cash fl ow, 
while cutting capital expenditure 
to preserve cash fl ow. More cuts 
and write-downs can be expected. 
Companies will be looking at 
the two-year forward prices as 
appropriate to their planning horizon.

There are opportunities for 
companies with the fi nancial 
resources to acquire assets or lock 
in far lower project costs. Smaller 
companies and marginal shale 
producers with weaker balance 
sheets and limited access to 
funding may struggle, particularly 
if there are further price falls. 
We have already seen signifi cant 
cutbacks to capital expenditure for 
2015 but have yet to see scale-backs 
to production, which would affect 
the oil fi eld services industry.

The continued slide in the oil 
price means that cutting back 
exploration costs and discretionary 
capital expenditure may no longer 
be enough to cover overheads and 
committed capital expenditure.

Companies are starting to 
seek quick cost savings solutions, 
and we could now see dividend 
payments coming under closer 
scrutiny. Funding dividends 
through borrowings might be an 
option. However, if the lower oil 
price continues, this may not be a 
sustainable solution.

Anthony Lobo, head, oil and gas, KPMG
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It takes two to tango
Transforming the finance function beyond reporting and compliance to include a 
strategic role in company performance requires the initiative of both CEO and CFO

Business partnership between the 
CEO and CFO is an issue that has been 
raised time and again, but as recent 
research shows, there hasn’t been much 
improvement in this area. 

A KPMG survey of Asia-Pacific CEOs 
found that although more than 70% see 
a powerful future for their CFOs, one-
third still feel their CFOs are not helping 
enough with the challenges CEOs face 
in running their organisations. According 
to the survey, CFOs need to focus more 
on understanding their stakeholders – 
they need to move out of their finance 
bubble. ‘CEOs want their CFOs to focus 
on growth but the current typical CFO is 
too mired in costs and compliance issues, 
wading through the numbers.’ 

It is a similar scenario in Malaysia, 
where CEOs expect their CFOs to 
do a much better job of leveraging 
the increasing wealth of financial 
information so as to be able to play a 
more strategic role in assessing new 
markets, improving performance and re-
shaping the enterprise. 

‘They see a future – much sooner than 
later – in which data analytic capabilities 
are generating more powerful financial 
intelligence that is then applied to 
strategic business needs, issues and 
opportunities – above and beyond 
running the finance function. They are 
looking to their CFOs to realise that 
potential,’ says Datuk Johan Idris, 
managing partner of KPMG in Malaysia. 

The issue is compounded, he adds, 
by the ASEAN (Association of Southeast 
Asian Nations) Economic Community 
(AEC), which is set to transform the 
regional landscape in 2015. ‘CFOs 
are expected to embrace change 
positively so that the organisations 
remain relevant and competitive in a 
challenging landscape… CFOs need to 
broaden their game, add big-picture 
thinking and take a more strategic 
approach. In short, [they need to] be 
more of a business leader and less of 
a finance executive,’ he adds.

While on the one hand, CEOs say 
their CFOs are not helping enough, a 

KPMG survey of CFOs conducted in 2013 
found that 60% of CFOs are happy with 
the overall performance of their finance 
function, and on average less than 10% of 
CFOs rated any of their finance processes 
as a weakness. 

‘Clear disconnect’
Martyn van Wensveen, global leader 
of financial management at KPMG 
in Singapore, who contributed to 
both survey reports, says there is a 
‘clear disconnect between the actual 
performance of the CFOs and the 
expectations of their bosses’.

‘This could be for a variety of reasons 
– the CFOs don’t realise that they need to 
take a more strategic approach, or they 
do realise it but don’t know how to go 
about transforming their role to that of a 
business partner,’ he says. 

The lack of urgency on the part of 
CFOs to take on the role of a business 
partner could also be because they are 

bogged down by cost and compliance 
issues. ‘Ensuring compliance, meeting 
new regulatory requirements and ensuring 
controls are in place is something that a lot 
of finance functions struggle with,’ he adds.

Johan concurs, adding: ‘Most 
CFOs would like to think more on the 
strategic side, but they are buried 
under regulations. They cannot get past 
the tactical and operational aspects of 
their jobs.’

Unsurprised by the recent survey 
findings, Lee Lai Keong FCCA, former 
CFO of Hong Leong Assurance, says the 
issue has been raised many times in the 
past. ‘It’s almost a broken record,’ he says, 
attributing the gap to a lack of follow-
through by both CEOs and CFOs. 

Lee, who has been coaching CEOs 
since 2010, says although many CEOs 
(including his clients) lament the quality of 
their finance people, narrowing the gap is 
the responsibility of both parties. ‘It takes 
two hands to clap. 

The ever-expanding demands on the modern CFO

Apart from helping the chief executive to bring the company to a higher level, 
CFOs need to show they have a focus on talent management and succession 
planning. ‘The more a CFO is seen to be developing talent, the more he or she 
will be perceived as rounding out his or her broader leadership and interpersonal 
skills,’ says Datuk Johan Idris, managing partner of KPMG in Malaysia. 

People skills are crucial. ‘It’s at the top of the list if you want to be a business 
partner because not only do you need to manage your own department, you 
have to manage your peers,’ says Lee Lai Keong FCCA, former CFO of Hong 
Leong Assurance, who adds that finance leaders should consider complementing 
their specialist skills with an MBA. 

CFOs also need to take advantage of technology. ‘Most organisations already 
have the ERP [enterprise resourcing planning] systems in place, but most finance 
teams tend to fall back on old technology, designing all their management 
reporting in spreadsheets because it’s faster and more flexible, so they end up 
with massive reconciliation problems and more work when it comes to regulatory 
compliance,’ explains Johan. He adds that CFOs also need to embed technology 
in their work and their life, to improve performance and understand cyber-
security risks towards the organisation’s data and information.

CFOs also need to leverage data and technology assets to take advantage 
of new market opportunities. Martyn van Wensveen, global leader of financial 
management at KPMG in Singapore, says finance leaders do not need to be 
programmers, but it is important they keep up with the latest technology. 
‘Increasingly technology is the enabler for the finance transformation,’ he says.
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‘On the one hand you need a finance 
person who embraces the concept of 
business partnership, and on the other 
hand you need a CEO who understands 
this concept and knows how to engage 
the finance person in order to transform 
him from a traditional finance person to a 
business partner,’ he adds.

Moving forward
In transforming the traditional finance 
manager to a business partner, the onus 
is on CEOs to move the process forward. 
‘More often than not, there is no follow-
through because CEOs have not sat down 
with their CFOs to set the agenda, identify 
areas to improve and prioritise, or set key 
performance indicators,’ Lee says. 

Among public listed companies 
and private limited companies – where 
the lack of business partnering is most 
prevalent – the problem is exacerbated 
by the fact that the CEOs themselves lack 
the skills of professional managers. ‘CEOs 

themselves may not understand the 
concept of business partnership with their 
finance people,’ Lee says.

But more importantly, he stresses, the 
CFO has to want that change. ‘The CFO 
has to start the conversation,’ he says.

Chin Chew Lo, group CFO at WWRC 
Holding Pte Ltd, agrees. ‘The CFO must 
have the right mindset. If at the outset 
the CFO does not agree that his role 
needs to be transformed then there’s no 
point continuing with the discussion,’ he 
says. Unsurprised by the survey findings, 
Chin believes that CFOs must up their 
game and get more involved in setting 
the strategic direction of an organisation. 

‘Some CFOs are really good in matters 
relating to compliance, financial reporting 
and internal controls but if we were to 
talk about something extra then you’ll 
find that many cannot assist the company 
towards future growth. The CFO really 
is the right-hand man of the CFO. It’s 
important for the CFO to be familiar with 

all aspects of the company’s operations, 
including sales, for example. What’s 
wrong in meeting with key customers 
or suppliers? That’s how you can get to 
know the business and assist the CEO in 
bringing the company to another level,’ 
says Chin, adding that this is a role that 
can make an impact on an organisation.

Chin, who was previously the regional 
financial controller at Alstom Asia Pacific, 
practises what he preaches. When he was 
first hired to his current role at WWRC 
more than a year ago, the CFO role was 
purely focused on the finance function. 

‘But during discussions I told them 
of my capabilities and experience. 
I suggested that the role also cover 
human resources and IT, and that the 
responsibilities should include ensuring 
that these three functions are aligned to 
the group strategy and meet the business 
requirements and challenges in the next 
three to five years. 

‘I felt that it was important for the CFO 
to coordinate the back-office support 
as well as look at areas such as investor 
relationships; after all, I would have the 
same expectations of my CFO if I were 
the CEO,’ he says, adding that he makes 
a point of meeting with key customers as 
well as bankers to gain insights into the 
economy and challenges businesses face. 

Fortunately for Chin, the CEO was 
receptive of his proposal, particularly 
because at the time the company – which 
is involved in the trading and distribution 
of chemicals – was undergoing a 
restructuring and rebranding exercise 
to better reflect its regional exposure. 
(WWRC, which has an annual turnover 
of US$150m, has a presence in Malaysia, 
Singapore, Indonesia, Taiwan, Korea 
and Thailand.)

‘They shared their plans and vision 
for the company, and I shared with them 
my experience, and that’s how we came 
together,’ he says.

Johan believes that being a leader 
involves more than managing the 
team. ‘CFOs need to work more closely 
with colleagues in the C-suite and to 
understand what they are trying to 
achieve,’ he adds. ■

Sreerema Banoo, journalist

For more information:

The View from the Top, KPMG’s 
survey, is available at tinyurl.com/

kpmg-view
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What is a corporation for?
The Purpose of the Corporation project takes on the dominant view that puts 
shareholders first and considers the role that sustainability plays, says Paige Morrow

What is the purpose of a corporation? 
To satisfy customers, pay employees 
living wages, generate returns for 
investors, create social good, or some 
combination of all four? The Purpose of 
the Corporation project is an apolitical, 
multi-stakeholder platform that brings 
together business, academia, civil society 
and trade unions to answer the question 
and develop a pragmatic vision for the 
future of publicly listed companies. 

The project takes on the ‘shareholder 
value myth’, as it was termed by Lynn 
Stout of Cornell Law School in her book 
of the same name, which challenged the 
dogma that directors are legally obliged 
to place the interests of shareholders 
first through a single-minded focus on 
earnings and share price. The dominant 
belief, dating back to Milton Friedman 
in the 1970s, was that the only role 
of corporations in society was profit 
maximisation. In fact, as far the law is 
concerned, a corporation may choose to 
maximise quarterly returns but boards 
may equally decide to reinvest profits, 
increase wages or research new products.

The share price offers a deceptively 
simple metric for business and managerial 
performance. Pay for performance 
schemes often create perverse incentives 
to engineer short-term performance 
through share buybacks, mismanagement 
or accounting fraud. The collapse of 
giants like Enron and Arthur Andersen 
were glaring examples of this, but 
the effects may not be immediately 
self-evident. The pervasive practice of 
repurchasing shares diverts cash that 
could be invested in innovation or 
expansion into new markets. In 2013, 
US companies in the S&P 500 index 
bought back US$500bn of their own 
stock. A study recently cited by The 
Economist concluded that a doubling of 
buybacks was correlated with an 8% fall in 
spending on R&D.

Corporate scandals have been a factor 
in the push by consumers and civil society 
for increased corporate engagement with 
environmental, social and governance 
(ESG) issues. Is there a trade-off between 

companies doing well and doing 
good? New research by Robert Eccles 
(awarded honorary ACCA membership 
in December 2013), George Serafeim 
of Harvard Business School and Ioannis 
Ioannou of London Business School 
suggests that sustainability and corporate 
performance may be mutually reinforcing. 
Their analysis of 180 US companies from 
1993 to 2010 compared a portfolio of 
businesses with a high commitment to 
ESG matters to rival businesses with very 
similar performance, size, capital structure 
and growth opportunities in 1993 but 
which failed to show a commitment to 
sustainability. Whereas US$1 invested in 
a highly sustainable company yielded 
US$22.58 in 2010, the same US$1 returned 
only US$15.35 when invested in a low-
sustainability business. 

Their research has practical 
implications. About 6,000 large European 
Union companies will be required 
to report on ESG matters when the 
directive on non-financial reporting 
becomes effective in 2018. The EU is also 
contemplating a shareholder ‘say-on-pay’ 
similar to the one already in force in the 
UK. Responsible shareholders could then 
pressure companies to develop executive 

bonus plans linked to non-financial 
indicators in addition to share price. 

Social and legal expectations have 
evolved to require companies to do 
business responsibly. Many successful 
global companies, such as Dutch 
consumer product giant Unilever and 
Danish pharmaceutical Novo Nordisk, 
have unlocked the value creation 
potentially associated with integrating 
sustainability into core business strategy. 
Through roundtables, policy briefings 
and research papers, the Purpose of 
the Corporation project fosters this 
discussion of how corporate governance 
can best advance the interrelated 
objectives of corporate performance and 
sustainability. ■

Paige Morrow is head of Brussels 
operations for Frank Bold, a public interest 
law firm specialising in environmental, 
energy and commercial law.

For more information:

Find the Purpose of the Corporation 
project and its publications online at 
www.purposeofcorporation.org and 

on Twitter @purposeofcorp
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The view from
Oliver Bu ACCA, tax senior consultant, PwC Hong Kong, 
and fan of footballer Lionel Messi

I started my career in 
PricewaterhouseCoopers as a tax 
consultant and China business 
adviser straight after graduating from 
university with a degree in accountancy. 
I chose tax advisory in the Big Four and a 
career in accounting and fi nance in general 
because I sense China is experiencing 
an unprecedented trend of expansion. 
Enterprises are encouraged to upgrade 
and merge within China, and at the same 
time to invest and explore opportunities 
across the world. With the knowledge I 
acquired from university and professional 
training from ACCA, I am eager to 
contribute to the nation’s development.

Taxation is no longer a standalone 
regulation for individual countries. 
In the 21st century, global solutions are 

needed to ensure that tax systems do not 
unduly favour multinational enterprises 
at the expense of citizens and small 
businesses. Existing rules that protect 
multinationals from paying double 
taxation too often allow them to pay no 
taxes at all. So, global co-operation and 
information sharing should be a major 
direction for all tax authorities.

Within PwC, I lead teams to prepare 
tax advice on M&A, asset and project 
fi nancing and disposals to the world’s 
top 500 companies. I also provide tax 
and business advice on inbound and 
outbound investments and cross-border 
transactions. I review tax return packages 
and assist companies with other tax 
compliance matters, such as negotiating 
with tax offi cers over controversial 
tax treatment. I enjoy the process of 
communication with my clients, getting 
to understand their needs in business 
and exploring professional solutions for 
effective business advancement.

‘Building relationships, creating value’ 
is more than a motto for PwC. As a tax 
adviser, my role in the fi rm complements 
our core auditing business line and 
adds value to our clients by upgrading 
their mindset from ‘do the right thing’ 
to ‘do things right’. Getting insightful 
perspectives on tax helps generate 
a wider overall business timeline and 
situational picture for my clients, so they 
get a better snapshot of where they 
are now and what opportunities and 
challenges they can explore.

Beyond business, my biggest infl uence 
is Lionel Messi, in my opinion the 
greatest footballer of the past 30 
years. With indescribable brilliance and 
football genius, Messi remains extremely 
humble and still improves himself on 
a daily basis. People should never rest 
on their achievements; they should 
continuously strive to improve. As Messi 
puts it: ‘I’m never satisfi ed. I always push 
my limits. And I always try to get better 
every day.’ ■

I enjoy the process 
of communication 

with my clients,   
getting to 

understand their 
business needs 

and exploring 
solutions

Risk management

Companies face many threats and 
what they perceive to be the most 
serious risks will vary considerably 
between different industries and 
locations and over time. However, 
some issues manifest globally, such 
as geopolitical risks, risks relating to 
the environment, the ebb and fl ow 
of the world economy and asset 
price volatility.

One particular issue for risk 
managers, accounting teams and 
their boards is the increasing 
level of regulation and oversight. 
The global fi nancial crisis has 
produced a demand for greater 
transparency and increased 
pressure on companies to 
demonstrate their soundness 
and integrity. This means that 
fi nance teams are expected to 
provide management with insight 
and guidance on risk in greater 
depth than ever before. This has 
not always been accompanied by 
increased resources.

While the additional burden 
creates problems for the fi nance 
team, which may have little in the 
way of specialist risk management 
resource, the picture is not entirely 
negative; they can now expect 
that their efforts to provide better 
risk information will be taken more 
seriously both by their boards and 
by management in the companies 
in which they work. This can only 
improve the quality of the insights 
that they generate.

Patrick Healy, executive director, 
risk, EY
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On the rise
▲ People try out the iPhone 6 at a 
Smart Store in Phnom Penh

► A general view of the National 
Assembly in Phnom Penh, one of 
the two houses of the parliament of 
Cambodia
 
▼ Students release balloons into 
the sky in Phnom Penh during 
a ceremony marking the 36th 
anniversary of the toppling of Pol 
Pot’s Khmer Rouge regime

‘If I don’t 
understand, I 

ask. Even now as 
leader of Deloitte 

Cambodia, I am 
not afraid to ask 
my new juniors’

28 Practice | Interview

Accounting and Business 05/2015



CV

The panoramic view from D22, a chic 
new restaurant and skybar, offers the 
local executive Deloitte has tapped to 
head its Cambodian expansion a quick 
insight into the rapid development of 
Phnom Penh. Once a low-lying urban 
sprawl, Cambodia’s capital city has 
begun to develop a skyline, with a 
handful of high-rise towers already in 
place and several more construction 
projects under way. 

The country’s GDP has grown at an 
average of 7.6% since 1995 and shows 
no signs of slipping. All of this growth 
has lured the latest Big Four firm to enter 
the Cambodian market – Deloitte, which 
arrived in September 2014. 

Deloitte’s new branch is led by Kimleng 
Khoy FCCA, a soft-spoken 40-year-old, 
one of the most accomplished figures in 
his country’s budding accounting industry. 
His track record includes over 14 years at 
PwC, where he specialised in assurance 
and later led the advisory services arm. 
He has also played a key public role, as 
president of the Kampuchea Institute 
of Certified Public Accountants and 
Auditors (KICPAA) and a board member 
of the National Accounting Council of 
Cambodia (NAC).

When he spoke to Accounting and 
Business in late November last year, Khoy 
was in the process of putting together an 
initial team of 20 to 25 employees and 
setting up Deloitte’s permanent office, 
which opened earlier this year. ‘I know 
there are challenges to setting up a new 
firm,’ he says. ‘But the opportunities are 
huge. There is a lot of room for growth 
for a new firm like Deloitte – we have a 
lot of global clients that we have to serve 
operations-wide.’

Cambodia became the 10th country 
under the Deloitte Southeast Asia Ltd 
practice, which is run as a single entity 
with one CEO, one COO, one support 
shared service (in different parts of the 
region) and one income statement. Khoy 
says the structure has upsides, such as 
easier sharing of resources and expertise 
across countries. An ASEAN (Association 
of Southeast Asian Nations)-wide » 

Cambodia challenge
While setting up Deloitte in Cambodia has been a challenge for Kimleng Khoy FCCA,  
it is only the latest in a life full of trials that have extended far outside of accounting

2014–present
Country director, Deloitte (Cambodia) Co. Ltd

2000–14
Director, PwC, Cambodia and UK

2006–08
On secondment: Executive, PwC, Birmingham, UK

1997–2000 
Senior auditor, Ernst & Young, Cambodia

2013–present
President, Kampuchea Institute of Certified Public Accountants and Auditors 
(KICPAA)

2008–present
Member of the Board, National Accounting Council of Cambodia (NAC)
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focus may also prove important with the 
implementation of the ASEAN Economic 
Community (AEC) in December 2015, 
which aims to create a single market 
across ASEAN countries.

Setting up Deloitte is a challenge for 
Khoy, but his own life has been equally 
challenging. He was born to a family of 
farmers in the north-western province of 
Battambang in 1974, on the eve of one of 
the darkest historical chapters of the 20th 
century. In 1975, Pol Pot and his Khmer 
Rouge seized power in Cambodia and 
under the regime’s genocidal four-year 
reign around 1.7 million people – more 
than 20% of the country’s population – lost 
their lives. From the beginning, doctors, 
teachers, professionals and almost anyone 
with an education were singled out, 
leaving a gap still felt in the country today.

When the Khmer Rouge was driven 
out of power by the Vietnamese in 1979, 
Khoy was able to return to his village 
with his family, where he was raised by 
his grandparents in extreme poverty. He 
recalls his grandmother selling hand-
rolled cigarettes and his grandfather 
collecting coconuts to survive. Even under 
those difficult circumstances, Khoy loved 
to study and was an excellent student. 

He finished high school in 1992 near 

the top of his class and, after much 
convincing, his grandparents allowed him 
to continue on to university. He says the 
sticking point was the US$20 to US$25 per 
month he would need for expenses.

Opening up
Around this time, Cambodia was 
beginning to open up to the rest of the 
world. A United Nations (UN)-sanctioned 
election was held in 1993 and foreign 
aid poured in. One aid project was 
Maharishi Vedic University, east of Phnom 
Penh (now called Chea Sim University of 
Kamchaymear), a partnership between 
the Cambodian government and the 
Australian Aid for Cambodia Fund 
(AACF). Khoy applied and was accepted 
into the inaugural class. The university was 
not only free, they even supported their 
students with a US$5 stipend per month. ‘I 
was so happy,’ Khoy says, laughing.

Classes were taught by Australian 
lecturers in English – which almost none of 
the students, Khoy included, understood. 
However, with the help of in-class 
translators and part-time tutors, students 
were eventually able to work through 
either marketing or accounting courses. 
Khoy says he fell into accounting because 
it suited his more mathematical brain.

Once again, Khoy was a star student 
and one of a few to join an internship 
programme at EY, which had recently 
begun operating in Cambodia. After he 
graduated in 1997, Khoy was hired full-
time and had risen to the role of senior 
auditor when EY temporarily suspended 
its operations in Cambodia in 2000. Its 
staff were absorbed by PwC, where Khoy 
remained until 2014.

It was at PwC that Khoy received 
support to study for his ACCA 
Qualification, which required frequent 
trips to Vietnam, as higher-level courses 
were unavailable in Cambodia at the time. 
He finished in 2004, one of the very first 
Cambodians to qualify. 

At PwC, Khoy initially focused on 
auditing and assurance. He was an 
engagement leader and manager for 
the audits of key clients, including banks, 
microfinance institutions, an insurance 
company, a leading global oil and gas 
organisation, utility service providers, 
telecoms, trading and service companies, 
multinationals and both international and 
local non-profit organisations.

His time at PwC also included a two-year 
secondment to the UK, where he worked 
in the network’s Birmingham office. When 
Khoy returned to Cambodia in 2008, the 

‘When I started 
out, management 

in almost all 
subsidiaries of 
multinational 

corporations were 
foreigners’

30 Practice | Interview

Accounting and Business 05/2015



Tips

Basics

firm was looking to expand its advisory 
services and asked him to co-ordinate and 
ultimately direct the new operations. ‘Risk 
and control services were more in demand,’ 
he says, ‘because as you can guess, 
companies in Cambodia were starting 
to grow up. Small companies wanted to 
embrace the opportunity of the ASEAN 
economic community, so they wanted to 
strengthen their internal practice.’ 

His advisory work included internal 
audit, internal controls review, 
development of financial policy and 
procedures, accounting consulting advice, 
compliance review and enterprise risk 
management. In 2012, Khoy helped with 
the first listing of a Cambodian company 
on the Cambodia Securities Exchange, 
the Phnom Penh Water Supply Authority, 
leading the audit as well as the IPO (initial 
public offering) engagement, with the 
support of a central capital market team.

Khoy had little experience then on 
the advisory side of the business, but he 
accepted the challenge, which he says 
ultimately broadened his perspective. 
‘Auditing is very much regulated,’ he 
says. ‘You have to do this or say this 
exactly. After a few years in advisory work, 
I think that my mindset opened up a 
bit.’ Khoy says the experience also gave 
him confidence to take on ever-bigger 
challenges, such as the presidency of 
KICPAA and a seat on the NAC board.

Major challenges remain, not just for 
Khoy and Deloitte, but for Cambodia as 
a whole. While the country’s growth has 
been impressive for almost two decades, 
serious problems exist on almost every 
macro level. A recent country study by 
the Asian Development Bank (ADB) 
summarised just a few of the issues: 
‘Infrastructure remains inadequate and 
unreliable, education attainment and 
skills are subpar, governance is weak, and 
savings rates are still low.’

Cambodia is particularly plagued 
by corruption, ranking 156 out of 
175 countries in the 2014 Corruption 
Perceptions Index released by 
Transparency International. In the World 
Bank’s Ease of Doing Business rankings, 
Cambodia came in at 135 out of 189.

Quick adoption
From an accounting standpoint, and 
on the positive side, Cambodia has 
been quick to adopt frameworks such 
as the International Financial Reporting 
Standards (IFRS) and IFRS for Small and 
Medium-sized Enterprises (IFRS for SMEs).

‘However, when it comes to 
implementation, that’s a different thing,’ 
Khoy says with a ready laugh. There are 
still only 79 ACCA-qualified Cambodian 
accountants in the entire country, and 
many businesses simply don’t have 
exposure to the complex kinds of 
transactions covered in modern financial 
reporting. Much of Cambodian business 
still operates in an unregulated informal 
economy, and even those companies 
that meet the legal requirements for 
auditing rarely comply. Precise statistics 
are unavailable, but Khoy estimates the 
proportion to be less than 10%.

Yet Khoy sees many reasons for 
optimism. For example, he has worked 
with the National Accounting Council on 
a draft law that will give greater authority 
to the NAC to work with companies 
that do not audit. The NAC is also 
developing an accounting template 
that is easier for small businesses to 
use and that will help them in their 
understanding of basic financial data 
such as revenues and expenses. These 
efforts are vital if Cambodia is to improve 
on its tax collection – as a recent 
report from Deloitte University Press 
notes: ‘Cambodia urgently needs to 
reform public finances. In 2013 total tax 

revenues were US$881m, just above 5% 
of nominal GDP.’

In the meantime, Khoy is mentoring 
younger accountants and helping many 
in his extended family pursue their own 
education. Perhaps unsurprisingly, several 
of them – including a niece, nephew and 
stepsister – have followed in his footsteps 
into accounting.  His longer-term vision 
is to open a school back in his home 
province of Battambang. ‘I have been 
thinking about leaving something for this 
country, or even for this world, when I go 
away. So that’s really something that I want 
to set up,’ he says.

Khoy also sees a major difference in 
accounting today compared with when 
he started out almost two decades ago. 
He notes that English skills are widely 
improved among Cambodian youth and 
that ACCA courses are now much easier 
to access. There are also Cambodian 
business leaders such as himself in 
management positions at the major firms.

‘When I started out, management in 
almost all subsidiaries of multinational 
corporations were foreigners,’ he says. 
‘But now, we have grown up.’ ■

Thomas Maresca is a journalist based in 
Phnom Penh

* Deloitte Touche Tohmatsu Ltd (DTTL) is the largest 
professional services network in the world, with 
US$34.2bn in revenue in 2014 and over 210,000 
employees worldwide in more than 150 countries. 

* Deloitte Cambodia was established in September 2014, 
joining Deloitte Southeast Asia which now operates in 
11 countries in the region: Brunei, Cambodia, Guam, Indonesia, Lao PDR, 
Malaysia, Myanmar, Philippines, Singapore, Thailand and Vietnam. 

* Deloitte Southeast Asia is a member firm of DTTL and operates as a 
cohesive entity with over 6,300 staff and over 270 partners.

On establishing Deloitte’s operations in Cambodia, still a 
nascent market, Khoy says: ‘There are a very limited number 
of qualified candidates who match the needs of the firm, so to 
get a pool of talent is quite a challenge. I managed to bring 
in quite good people with me, but we still have to develop 
people. In terms of dealing with other agencies, like the 
government, tax [agencies] and banks, I guess we are on the 
same playing field as other firms – if I have a challenge, they have the same one.’

In Cambodia, ‘saving face’ is very important: admitting you do not know an answer 
is frowned upon. Khoy says his ability to ask for help has been a factor in his success: 
‘If I don’t understand anything, I ask. Even now as leader of Deloitte Cambodia, I am 
not afraid of asking my new juniors: “What do you think about this, can you help?”’
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The fraudster unmasked
To prevent all fraud is an impossible task, but being able to profile the typical fraudster 
will help organisations in the fight against it, as Simon Padgett FCCA explains

as much as it should or could be by investigators in the 
identification of fraud in the workplace.

Occupational fraud or white-collar crime has a 
relatively high rate of incidence but a relatively low 
rate of detection, rendering it one of the significant 
crime challenges of the 21st century. Organisations 

can manage this fraud risk more effectively by integrating 
and using previous knowledge about individual 
fraudsters, the situational environment, and the typical 
motivations of fraudsters. 

The typical offender
Empirical research on fraud types and fraud offenders 
yields common characteristics. For example, 
statistically, the average fraudster is male, married 
and a graduate, and has a professional relationship 
(usually as an employee) with the victim organisation. 
A fraudster is more likely to work in the accounting, 
finance or procurement department – those being 
the gatekeeper elements of the business process – 
rather than in the internal audit department. 

Currently, the typical fraudster is more likely to 
be working for a financial services organisation, 
according to the ACFE. Research has revealed many 
types of fraud offender and the circumstances in which 
fraud is committed. Much of this research tells us that 
the fraudster is an opportunistic offender with no 
criminal record who, out of greed, abuses a position of 
financial trust to commit a fraud either on their own or 
with few accomplices. 

One interesting research finding is that most 
fraud offenders employ complex methodologies 
to carry out and also to hide their crimes. This has 

implications for prevention strategies insomuch as the 
traditional barriers to fraud of internal accounting 
controls and employment screening are no longer 
sufficient on their own.

If profiling techniques are to be added to the 
fraud investigator’s toolbox, we must first ask – and, 
more importantly, answer – some questions. For 
example, how does profiling assist and add value to 
investigations? What key aspects of an offender profile 
should be included in the profiling, and are such details 

as marital status, age and race really necessary 
here, along with the fraudster’s background, 
skill and professional qualifications?

The typical organisation loses 5% of its annual 
revenue to fraud. Applied to the estimated 
recent gross world product, this figure 

translates to a potential total fraud loss of more 
than US$3.7 trillion worldwide, according to the 
Association of Certified Fraud Examiners’ (ACFE) 
2014 Report to the nations on occupational fraud 
and abuse. Put in context, fraud is material.

Profiling is a part of everyday life for all of us, as we 
use our experiences to determine how to get through 
the day’s activities and solve the problems that 
present themselves. For example, as we approach the 
winter months we know we need warmer clothing. 
How? Because last winter told us so. When we drive 
through an intersection or the traffic lights turn red, 
we know what to do or how to react to the event 
because we have done it so many times before. 

More to the point, we can identify the cold of 
winter and the challenges we face while driving 
because we have seen the patterns on numerous 
occasions before, and our brains have analysed 
the information at that time, stored the patterns of 
data, and drawn on the stored memory to deal with 
the current event. 

Now consider your favourite sport and trying to 
work out who will win a match or competition. In the 
same way we recall previous events, we recall the 
history of sports teams and individuals. Footballers of a 
certain age may be at their peak, rugby players from a 
certain continent may win more games, and marathon 
runners from certain African countries are likely to run 
the fastest times. 

An everyday activity – but not in anti-fraud
Every day we profile individuals on the basis of our 
previous experience in precisely these ways. If this 
process works in dealing with the characteristics of 
day-to-day activities and the people we come into 
contact with, then why is it not more prevalent in the 
fight against fraud? 

Many forensic investigations do not have a formal 
process for either drawing from or contributing to 
fraud type and fraudster profiling. Yet fraud profiling 
could serve as an aid to fraud investigations. 
Valuable data and information on offenders and 
fraud situations and scenarios is not being used 
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Also, would it be beneficial to include in such 
profiling the characteristics of the fraud scheme or 
scenario itself and the situation that lends itself to 
the fraud? Should the type of victim organisation be 
analysed, and should this be further categorised as 
to which departments and divisions are more prone 
to fraud attack? 

Many surveys tell us that 80% to 85% of fraud is 
committed by insiders. So if we knew from which 
departments the fraudsters emanate or, possibly more 
importantly, which vulnerable departments they try to be 
recruited into, this could be a focus for proactive fraud 
risk management and reactive investigation.

All too often we focus on the control environment, 
and quite often people are fundamental to that control 
environment or at least key elements of it. People are 
the weakest link. How strong is the actual control in a 
segregation of duties control if the employees in the process 
exhibit characteristics that place their honesty and integrity in 
doubt? Surely, if the human element of the control environment 
is not considered, then such controls are weak or even non-
existent. Profiling of these employees is fundamental to an 
effective control environment. There is no doubt, however, that a 
full understanding of what fraud is, and which measures are best 
suited to combating fraud, is absolutely necessary before we can 
start to profile fraudsters and their actions.

Mitigation, not elimination
We have to face the fact that fraud cannot be entirely eliminated. 
Internal controls and security systems reduce the risk, but there 
are no guarantees, and the track record of prevention and 
detection is not that great. People can be ingenious and their 
behaviour unpredictable. Some are desperate; many are merely 
risk takers. Most are both. 

Some employees may have a lot more devious 
entrepreneurial spirit than is commonly assumed. If fraud is 
committed by trusted employees who know the system, then it 
is quite likely that they also know how 
to bypass these controls. This in turn 
means something more is required in 
the preventative and detective fight. 

Fraud profiling identifies the 
characteristics of the fraudster 
and their fraud. If you know what 
fraud looks like, you can identify 
or recognise it and catch it when it 
happens. And if you catch it when it 
happens, it will make the next person 
think twice about committing fraud 
and leave investigators with indicators 
of the behavioural or situational 
patterns or footprints for the future.

In many parts of the world, 
the likelihood of employee fraud 
increases in periods of economic »  

Statistically, the 
average fraudster 
is male, married, 

a graduate, 
and an employee 

of the victim 
organisation
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slowdown or recession. Apart from the increase in financial 
need, there is increased psychological pressure on employees. 
Employees tend not only to be under greater personal financial 
stress currently, but may also suffer from greater personal 
insecurity about their future in the organisation. 

When close colleagues are laid off, fear and insecurity prevail. 
This brings about a further dimension to the profiling scenario 
– including the economic environment as a constituent part of 
profiling fraudsters. Put simply, human beings in a deprived part 
of a city in a country going through economic slowdown might 
be more apt to commit fraud than those earning good tax-free 
salaries in a country that is booming or bypassing recession. 

It’s like this
In summary, fraud happens. It happens in any organisation that 
has money or assets, irrespective of profitability. Quite often, 
fraud is a cause of an organisation not being profitable. 

The fraudster is internal: 80% to 85% of fraud is committed by 
persons inside the organisation, by our colleagues, who are more 
often than not at a senior level and to whom we report and on 
whom we rely to safeguard the assets of the business. 

We have to adopt the attitude that the fraudster is within 
our organisation, and so it is only prudent that we alter the 
paradigm and expect that fraud will happen and adopt a 
preventative strategy. In order for an organisation to be ahead 
of the curve, that strategy has to include the relatively new 
dimension of fraud profiling.

To identify anything, you have to know what it looks like. If you 
don’t know what it looks like, you may walk right past it without 
recognising it. There are an infinite number of characteristics 
of fraud offenders and fraud types or scenarios, and an 
infinite variety of industries, business structures, departments, 
accounting systems and so on. 

There is no guarantee that a prevention strategy will always 
work, nor is there a guarantee that a detection strategy will work 
all the time, but research indicates that most occupational fraud 
is neither sophisticated nor well concealed. All that is required 
is to identify what a fraud in the organisation would look like, 
and it will, more than likely, be found. Profiling is not intended 
to provide an absolute guarantee of fraud detection, merely 
an incremental improvement in the odds against your business 
becoming a victim of fraud.

So if we can profile the footprints that accompany the act 
of fraud (see box), then we have a pretty good coverage of all 
likely characteristics, providing us with the greatest chance of 
recognising the fraudster and the fraud activity.

The process of profiling has to be made simple and 
understandable, yet it should be rigorous and comprehensive. 
Its objective is the development of a set of detection controls 
that will identify the characteristics of a fraudster or patterns that 
fraud would present if it were to occur in your business. ■

Simon Padgett FCCA is director, consulting and deals – forensic 
services – PwC Canada, and author of Profiling the Fraudster: 
Removing the Mask to Prevent and Detect Fraud

Fraud profiling’s detection controls 

1 The fraudster’s behavioural indicators.
2  The environment in which the fraud occurs, to include:
 * victim organisation type and sector
 * victim department
 * fraudster’s position in department
 * geographical location
 * economic situation.
3  Fraud type characteristics.
4  Fraud methodology or modus operandi.
5  Fraud motivators.
6  Characteristics of consequences or the impact of fraud.

For more information:

For more details of Simon Padgett’s book, Profiling the 
Fraudster, visit tinyurl.com/ProfilingFraudster

The 2014 ACFE Report to the nations on occupational 
fraud and abuse is at tinyurl.com/ACFE-2014
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Women at work
Female ‘millennials’ are more confident about their 
careers and more ambitious than all other women

For more information:

PwC’s survey The female millennial: 
a new era of talent is available at  

tinyurl.com/qjff9mc, and its 
International Women’s Day: PwC Women 

in Work Index is at tinyurl.com/qzj9dlc
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Korea

Confident, ambitious and increasingly empowered

Two PwC surveys marked International Women’s Day on 8 March. The 
female millennial finds women born between 1980 and 1995 are the most 
confident female generation. And the Women in Work Index (shown here) 
– which ranks the level of female economic empowerment in 27 OECD 
countries – sees the rest closing the gap on the Nordic league-toppers.

Mind the gap

The average gender wage gap across OECD countries remains unchanged from 2012. However, the average 
figure masks a growing gap in Ireland and Australia, while the UK achieved only a small narrowing of the gap. 

Unequal opportunities

Employers are too male-biased when 
promoting internally, say an average 43% of 
female millennials, although in Asia Pacific 
attitudes were much more optimistic.
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Final demand
Late payment is a major problem, resulting in increased costs, reduced capital spending 
and suppliers going out of business. Policymakers globally need to resolve this issue

Addressing late payment is a complex challenge, not least 
because it encompasses trade credit – when payment is not 
made at the time when goods or services are delivered, but at 
a later date, usually agreed by the two parties. In general, SMEs 
around the world receive more short-term credit from suppliers 
than from banks. Credit sales in most regions typically account 
for 40%-50% of the total, and the total stock of trade credit 
outstanding on UK companies’ 2012 balance sheets has been 
estimated at just over £402bn (26% of GDP).

‘If you look at flows as opposed to stocks, trade credit is a 
bigger source of finance for SMEs than banks,’ says Emmanuel 
Schizas, formerly senior economic analyst at ACCA, and author 
of the Ending late payment series. ‘It reaches parts of the 
economy that banks are ill-equipped to finance, and it’s subject 
to systemic risks that can turn a mild downturn into a recession.’ 
It’s impact – at all stages of the economic cycle – therefore 
deserves being better understood.

Companies use trade credit to finance and manage 
expansion, and it helps to make long, specialised supply chains 
sustainable. ‘Late payment is often understood as a solely 
negative aspect in business, but this is not necessarily the case,’ 
says Chung. ‘It can also be a useful tool for business growth. 
Only when this complexity is understood can appropriate 
responses be developed to address the aspects of late payment 
that do impact negatively on businesses.’ 

One potential problem is that not all credit sales are settled 
promptly. At least 30% of all credit-based sales in developed 
and emerging markets are paid outside the agreed terms, while 

16%-21% are paid more than 60 days 
after the invoice date – the maximum 
allowed terms of credit in the EU 
without an explicit agreement. Bad 
debts are consistently low, however; 
below 3% of the total across all regions.

Multiple causes
Another complexity around devising 
late payment regulation arises from its 
multiple causes. Late payment is driven 
by combinations of five factors;

* businesses’ working capital needs, 
 reflecting new orders and input 
 price inflation

* access to short-term credit from 
 banks and other intermediaries

* access to liquidity at the top of 

Late payment has been cited as a problem for businesses 
for many years – and continues to hit the headlines. 
For example, in March, survey findings published by 

UK energy supplier npower showed that 23% of small 
and medium-sized businesses think that a government-led 
implementation of stricter payment terms in the UK would 
have a significantly positive impact on their business over 
the coming 12 months. Despite 57% of entities putting in 
place strict payment terms, many still feel that not enough 
pressure is being placed on customers to pay on time.

These findings followed a call in February by the UK’s 
Federation of Small Businesses (FSB) for an independent inquiry 
into the UK’s poor payment culture. ‘The abuse of small firms 
in their dealings with bigger businesses cannot be allowed to 
continue,’ said Graham Buck, regional chairman for the FSB. ‘The 
gradual creep of payment terms from 30 days to well over 100 
days in some cases, coupled with debilitating contract terms, 
can have a disastrous effect on a small firm’s ability to operate. 
For the payment culture to improve, we need fresh thinking and 
decisive steps to be taken.’

Research by ACCA, summarised in a series of three reports 
called Ending late payment, Parts 1–3, shows that businesses 
with fewer than 50 employees are twice as likely as large 
corporates to report problems with late payment. The cumulative 
impact of persistent late payment on small business activity is 
also significant. Micro-businesses and other small enterprises are 
less likely to increase headcount or capital expenditure  
when faced with late payment. The impact that late payment 
has on such SME expansion is also 
significantly greater than the impact on 
large corporates.

‘Late payment hurts individual 
businesses and the wider economy 
in a number of ways, from increased 
costs to reduced capital spending 
or suppliers going out of business,’ 
says Rosana Mirkovic, ACCA’s head of 
SME policy. ‘What’s more, its impact is 
exacerbated among credit-constrained 
businesses. Late payment and 
customer defaults can cascade down 
the supply chain, crossing industries 
and borders until they reach the  
most financially secure financial 
institutions, which in many cases 
involves the government.’

‘Some credit 
management 

strategies really 
do work, and it is 

possible to fight 
late payment as a 

businessperson’
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supply 
chains 
and in the 
capital markets

* business indebtedness and interest rates

* business capitalisation, which is driven by 
retained earnings, bad debt and equity injections.
Each of these factors is likely to drive late payment at 

different stages in the economic cycle – both in a downturn 
when access to finance may be limited, and in recovery when 
businesses may risk overtrading. This is why SMEs globally were 
just as threatened by late payment in early 2013, with a renewed 
recovery underway, as they had been in late 2009, towards the 
end of the severe credit crunch.

Policy responses
As ACCA’s research shows, the complex drivers and impacts 
of late payment need to be understood by policymakers. 
Otherwise, the result could be poor policies that run the risk 
of doing more harm than good. Given that nearly nine out of 
10 attempts at late payment are successful, access to finance 
through late payment is substantially easier than getting bank 
credit. So while regulating late payment out of existence is 
not only difficult, it might also be undesirable, especially in a 
recession, because it would significantly reduce the supply of 
credit to businesses. 

‘Ultimately, we have to aim for the 
right outcomes with late payment,’ 
says Schizas. ‘Ninety-day or half-year 

credit terms will not disappear altogether; 
in some industries we shouldn’t really 

want them to. Rather, I think the endgame is to 
make late payment unprofitable – as it is in places like Finland. 
Business can chisel away at the profit margins of poor payers 
through vigilance and good business practice, but also by 
embracing better transaction technologies such as e-invoicing 
and supplier relationship management. Banks can invest in 
relationship management and develop complete supply chain 
finance offerings. Governments can help by ensuring an efficient 
judiciary, facilitating the flow of credit information and by leading 
by example – paying their own suppliers on time and holding 
them to account for how they manage their supply chains.’

Policymakers need to ensure that their efforts target the 
systemic risks associated with trade credit, as well as the risks 
to individual businesses. Late payment and defaults can, for 
example, be prevented from spreading by protecting unsecured 
debts incurred by failing businesses immediately before 
administration. Governments can also influence the banking 
sector and credit insurers to commit to a set of good practices 
in dealing with businesses or sectors suffering a cashflow 
interruption. Even more impact could be achieved by the actions 
of ‘deep pockets’ – banks, financial services firms or tax » 
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authorities that individually finance multiple parts of a supply 
chain. Timely intervention or committed support by such a party 
can help to stop a cascade of defaults.

Suppliers are not helpless in the face of late payment. They 
can protect themselves by investing in customer relationships 
and a well-resourced credit control function, conducting careful 
due diligence and designing contracts with clear terms of 
credit. Alternative sources of finance could be considered, as 
well as liquidity insurance. Finally, suppliers need to be able 
to distinguish quickly between late payment and genuine 
credit risk – asking questions and investigating individual 
circumstances. When customers are struggling but ultimately 
viable, forbearance can work. Suppliers should seek to protect 
themselves from further cash disruption and reduce services, 
while also considering payment plans to maximise recoveries. 

‘Some credit management strategies really do work, and it is 
possible to fight late payment as a businessperson,’ says Schizas. 
He refers to how skilfully some suppliers exploit capacity choke-
points – ahead of a major holiday or other peak in demand, or 
ahead of a tendering round for public projects, when customers 
are keen to keep suppliers on board. ‘This is an under-utilised 
form of leverage for suppliers, and governments can create 
artificial “capacity events” through tendering, in order to help 
suppliers get a better deal,’ he says. ■

Sarah Perrin, journalist

For more information:

Read Ending late payment at www.accaglobal.com/ab/183

How businesses tackle late payments

‘There are certain products of ours whose features are 
much better than the competitors, for which we will ask 
for 100% settlement before goods are shipped. In other 
words, we do this when no real substitute products exist. 
Having said this, most of our products have competition. 
So we do what most competitors do: we have an internal 
credit control department, which is independent from 
the business/operation team. They are authorised to go 
after the customer when needed. Apart from this, we 
have worked with the banks to factor receivables at a 
preferential rate. We include this in our margins model 
before we sell or commit to our customer about the price.’
CFO, industrial automation company, China

‘When a customer has been identified as having trouble, 
our first step is to protect ourselves. We look at what is 
outstanding, but also what contracts may still be open 
and running. As long as our customers are honest with 
us in relation to their situation, we try to work with them. 
There is no point in behaving aggressively where the 
company may just be having a short-term difficulty that 
can be solved with cooperation. The experience of credit 
control staff with individual customers is crucial because 
over time they develop a gut feeling, if you will, as to when 
something is not in order.’
Head of accounting and finance, facilities services 
company, Germany

‘We ring-fence the old debt and come up with a plan that 
sees all current invoices being paid regularly while arrears 
are paid systematically until cleared. This has helped 
customers to keep afloat during times of financial difficulty 
and allowed customers to revise thier business models.’
Financial controller, automotive industry, Zimbabwe

‘In the last six to seven years when financial problems 
became acute for many companies, we empowered the 
credit control department by transferring personnel with 
specific skills from other departments [of the finance 
function]. We also improved our internal procedures by 
establishing credit control meetings every month attended 
by the sales director, the credit control manager and, 
as a minimum, two executive members from the board 
of directors. We tried to help customers facing financial 
difficulties by changing their credit terms. The most 
common way was by agreeing with them to pay cash for 
new deliveries and for the old balance to be repaid in 
one or two years. Of course changing credit terms also 
resulted in a change in pricing.’
Chief accounting officer, food processing company, 
Greece
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Gathering evidence
With integrated reporting gaining traction worldwide, traditional assurance methods 
face a challenge in adapting to this brave, new, much more expansive world

how they’re creating value and planning for longevity,’ says 
Helena Barton, partner, Deloitte Sustainability. ‘Auditors can 
bring credibility by examining the robustness of underlying 
management processes.’

The IIRC recently published two papers outlining the current 
state of play and inviting feedback. In addition, last October 
in Brussels it co-hosted roundtables on the subject with the 
Federation of European Accountants. 

In its introductory paper, the IIRC says: ‘Just as IR is a new 
approach to reporting, a new approach to assurance is needed, 
involving a rethink of basic tenets such as independence, 
evidence-gathering procedures, the subject matter of assurance 
and the content of the assurance report.’ 

The IIRC has highlighted that integrated reports may contain 
information not previously subject to assurance. As a result, 
internal systems may not be robust enough to let the assurance 
practitioner gather information effectively. Added to this is the 
complexity of technical challenges, from ensuring connectivity 
and completeness to interpreting narrative and future-oriented 
information. The IIRC also acknowledges that implementing 
assurance will have an attached cost. However, the benefits of 
the process in ensuring that integrated reports are ‘investment 
grade’ should outweigh any additional costs. »

Following the launch of the International Integrated 
Reporting Council (IIRC) framework in December 2013, 
around 100 companies worldwide have engaged in 

pilot projects, and some are already embarking on their first 
report. This is a positive step, but there are some concerns – 
recognised by the IIRC – that traditional assurance methods 
may not deliver what the groundbreaking approach needs. 

Integrated reporting is characterised by its concise nature, 
its focus on narrative storytelling alongside hard figures, and 
its projections of value creation over the short, medium and 
long term. Information is reported in line with the ‘six capitals’, 
the fundamental elements that allow an organisation to create 
value. Companies typically report on financial and manufactured 
capitals, but IR seeks to expand this by including intellectual, 
social and relationship, human and natural capitals. 

Independent assurance should offer an independent 
conclusion that an integrated report represents an organisation’s 
strategy, governance, performance and prospects in accordance 
with the IIRC’s framework. However, this widens the scope of 
traditional assurance, and concern is growing over whether 
existing processes can cope in this brave new world. 

‘Integrated reports are the future of reporting. They provide 
a great opportunity for companies to be much clearer about 
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Other suggestions include a combined 
assurance model, through which 
management, internal auditors and 
external auditors would act together to 
establish credibility, as advocated by 
the 2009 King Report on governance 
for South Africa.

‘Assurers will need to build an 
in-depth, robust knowledge of the 
reporting organisation, from the top 
down,’ says York. ‘In this way, they 
will be better equipped to identify 
any cracks in the paintwork and offer 
insightful commentary on the maturity 
of a reporter’s journey.’ 

Thinking outside the box
Since assurance for IR is uncharted 
territory, a whole new approach is 
called for, Adams believes. ‘It’s no good 
just looking at what seems technically 
desirable,’ she says. ‘Assurers need 
to explore the whole context in which 
companies are operating, and clarify to 
what extent an organisation is working 
to maximise value creation in line with 
its own definition.’

In terms of balancing numerical 
data with less tangible narrative 
elements, auditors are already tackling 
similar challenges in relation to the 
auditing of sustainability reports, 
Barton confirms. It will be a matter of 
drawing on their experience to assess 
whether processes are robust and have 
been drawn up competently. 

‘The technical assurance challenges 
are not insurmountable, and the 
auditing profession must conquer its 
fears and develop the capabilities 
to assure these reports,’ she says. ‘In 
many ways, we’ll be doing what we’ve 
always done – being professional 
sceptics, guiding and challenging the 
client, looking in murky corners and 
making tough judgment calls.’ 

In order to move forward, a 
regulatory and legal environment conducive to assurance quality 
is integral to ensure the ongoing quality of IR. From there, the 
question of how to create consistency and develop an assurance 
standard for IR is one that, some believe, falls naturally within 
the remit of the International Auditing and Assurance Standards 
Board (IAASB), following its work on developing ISAE 3000, 
Assurance Engagements Other than Audits or Reviews of 
Historical Financial Information, the recognised international 

Carol Adams, research professor 
at Monash Sustainability Institute in 
Australia and a member of ACCA’s 
Global Forum on Sustainability, thinks 
that IR could represent a real shift in 
reporting, helping to build a clearer 
picture of how businesses create value 
over time.  She says: ‘In establishing 
how to assure for IR, it’s important to 
understand where users want to see 
credibility added. Assurance must 
evolve to meet users’ needs.’

David York, ACCA’s head of auditing 
practice, agrees. ‘In the early years, 
credibility for integrated reports will be 
provided by a wide range of assurers, 
perhaps including stakeholder panels,’ 
he says. ‘Businesses should consult 
with their stakeholders on whether the assurance is meeting their 
needs. As IR takes off and investors in multinational companies 
demand assurance, a common approach will develop that needs 
the resources of the largest accountancy firms to provide it.’ 

In establishing an IR-ready assurance process, participants at 
the Brussels roundtable suggested that those responsible for a 
company’s governance could also make statements to explain 
why they believe the report to be credible and trustworthy. 

‘We will be doing 
what we’ve 

always done – 
being professional 

sceptics, 
challenging the 

client, looking in 
murky corners’
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For more information:

Assurance on IR: an introduction to the discussion and 
Assurance on IR: an exploration of issues are available at 

tinyurl.com/IIRC-assure

a company is making progress on 
its reporting.’ 

However, it will be important 
to keep a balance, confirms York. 
‘If standard-setters begin to 
develop specific standards for IR 
assurance too early, there’s a risk 
that reporters will try to produce 
reports that are assurable rather 
than continuing to innovate,’ he 
says. ‘This is where credible, non-
authoritative guidance could help.’ 

With the advent of increasing 
regulation, such as the European 
Union’s non-financial reporting 
directive, there can be no doubt 
that reporting robust social and 
environmental data will become 
ever more important. The EU’s new 
directive requires an initial 6,000 
companies with more than 500 

employees to report annually on their social and environmental 
policies, risks and impacts. Member states have two years to turn 
the directive into national law, with the first reports set to appear 
in 2018.

Despite some of the inherent complexities of assuring IR, 
there’s also a sense of optimism surrounding the potential for 
IR to transform reporting and give reporters and stakeholders, 
including investors, greater clarity on the value that companies 
bring to society.

Tackling the assurance challenge will require ongoing 
dialogue between reporters, assurers, investors and standard-
setters, and may need to vary to cater for different markets. 
Ultimately, assurance for IR should be determined by market 
demand, ACCA and the IIRC agree. ACCA sees a role for itself in 
helping to improve user understanding and prevent ‘expectation 
gaps’ by building capacity within the accountancy profession and 
developing tailored education programmes.

‘We have some lofty aims for IR assurance, not least the shift 
of focus to value creation, streamlining the corporate reporting 
model, enhancing stewardship and accountability for a broad 
range of capitals, and the more efficient allocation of financial 
capital,’ says Michael Nugent, the IIRC’s technical director. ‘We 
recognise that engendering trust in integrated reports will be 
integral to achieving these aims, and therefore it’s encouraging 
to see so much innovation and discussion taking place around 
the issue of assurance.’ ■

Katharine Earley, journalist

standard used by auditors to 
ensure the quality of assurance 
work on non-financial audits. 

‘The IIRC’s work to capture a 
diverse range of views on assuring 
integrated reports is very valuable 
and will be a good starting point 
for our work in this area,’ says 
Nancy Kamp-Roelands, IAASB’s 
deputy director. ‘Through our 
dedicated working group, we will 
further explore the developments 
and continue the discussion. 
Our focus will include the market 
demand for assurance, the 
scope of the subject matter on 
which assurance is obtained, the 
reporting criteria used by preparers 
and the relevant assurance issues 
that need to be addressed at the 
international level.’

Meanwhile, Kamp-Roelands believes that ISAE 3000, which 
was updated in 2013 and addresses both reasonable and limited 
assurance, provides guidance for practitioners. In particular, 
greenhouse gas information ISAE 3410, Assurance Engagements 
on Greenhouse Gas Statements, offers more detailed guidance.

‘Standards play an important role in uniting auditors under 
a common set of guidelines,’ Barton says. ‘If existing assurance 
standards such as ISAE 3000 cannot be adapted to suit IR, a 
new standard will eventually need to be developed. However, 
with companies already working on their first integrated reports, 
this shouldn’t stop us from getting on with the job of assuring 
them in the meantime.’ For example, companies listed on the 
Johannesburg Stock Exchange have been required to use IR 
since 2010 on a ‘comply or explain’ basis. 

No shortcut
‘South African companies have had a good few years to practice 
IR, and have also been searching for a suitable assurance model 
and process for longer than most other countries,’ Barton 
explains. ‘This is not easy, and few have yet managed to present 
full assurance on the integrated report as a whole. Until there is 
further clarity on how integrated assurance should be conducted, 
some companies are opting for a combined assurance approach. 
This takes time, and requires greater involvement from boards 
of directors in both the monitoring of strategic non-financial 
information and report production. There is no shortcut, but work 
is under way and we simply have to keep experimenting until 
we find the most robust and suitable criteria against which to 
provide assurance.

‘Overall, as reporting frameworks evolve towards drawing 
up more forward-looking, strategic analysis, it’s important to 
consider to what extent future-oriented information can be 
verified by a third party. By joining the conversation at an earlier 
stage, auditors will be in a better position to determine whether 

Start with a clean sheet

‘Significantly, users will want to have a good level 
of confidence in less quantifiable elements such 
as management and governance processes, and 
whether the extent of social and environmental 
risks has been captured accurately. Assurance 
providers must therefore start with a clean sheet 
and consider whether the reporter’s actions are 
really changing the nature of the business, even 
providing advice on how their reports could be 
improved. Stakeholder panels could also help 
establish the credibility of IR and determine 
whether the report responds to their needs.’

Carol Adams is director of consultancy 
Integrated Horizons and part-time research 
professor at Monash University
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Taking the temperature
With austerity measures looming large over hospitals around the world, can we still 
somehow build a sustainable future for healthcare, asks ACCA’s Gillian Fawcett

system is financially sustainable in the 
long run. Fewer than one in 10 think 
that it definitely is sustainable.

But when asked whether it is 
likely that more money from their 
governments would be forthcoming, a 
similar two-thirds say such a likelihood 
is low. Instead, eight out of 10 believe 
that there will be a drive for efficiency 
improvements to secure the long-
term future of their healthcare system. 
More than half believe there is a 
medium prospect of the introduction 
or extension of charges to users, while 
a slightly smaller proportion accept 
that there will be the introduction of an 
insurance system.

Unfortunately, austerity looms large 
over many of the healthcare systems around the world. We see it 
here in the UK, and it is evident elsewhere. As the study observes, 
the impact of the economic recession led many governments to 
borrow money to fund budget deficits. But this was untenable and 
so they were faced with the need to cut public spending. 

Attempts may have been made to ring-fence crucial services, 
such as health, but there have been subtler impacts of austerity 
as well. Rising unemployment, reduced incomes and increasing 
taxation have an indirect impact on the demand for healthcare 
and the ability to pay for it. Developing countries, which rely on 
overseas financial aid to supplement their own healthcare finances, 
have suffered as donating countries cut back on their aid budgets.

For these reasons perhaps it is not then surprising that 
governments around the world are looking to reorganise how 
healthcare is provided, whether that is at the hospital level or at 
a primary care level through doctors’ surgeries. And this is where 
Prowle and Harradine hit the nail on the head.

They highlight the comments made by Nigel Lawson, a former 
UK chancellor of the Exchequer, who described the UK’s National 
Health Service as the nearest thing the British have to a national 
religion. And as one interviewee for the study says: ‘I think health 
is a very politically sensitive issue for any country… health is 
something that everyone is concerned about and so this is the 
nature of the sector. So I think we can’t get away from all these 
bad headlines. What we hopefully will get away from is politicians 
making changes to the health sector without helping the sector.’

But as all those that work in the public sector will be only too 
aware, public opinion matters and can unfortunately act as a brake 

Healthcare is rarely out of the 
headlines. It could be the 
temporary closure of accident 

and emergency departments in the 
UK, political fights over Medicare 
and Medicaid in the US, or health 
systems in a developing country 
stretched to breaking point following 
the outbreak of a devastating 
disease such as Ebola. There will 
always be passionate debate on 
whether the right resources are 
being committed to the right areas 
at the right time in health systems 
around the world.

The healthcare systems themselves 
can vary greatly between countries. 
There can be differences between the 
size and role of both the public and private sectors, the balance 
between preventative services, acute care and longer-term care, 
as well as administrative structures and mechanisms – the glue 
behind the scenes that holds the systems together.

However, these systems, no matter in which country they 
are, face very similar challenges: changing populations and 
demographics, the rise of preventable illnesses, financial 
constraints and political scrutiny. 

Yet it is clear that possible solutions to these challenges will vary 
from one country to the next: there is no ‘one-size-fits-all’ answer.

Funding need
But answers need to be found, as it is becoming increasingly 
clear that the existing healthcare systems are unlikely to remain 
sustainable in the longer term in the absence of either additional 
funding or innovative approaches to delivering health services.

This is one of the key conclusions of Sustainable healthcare 
systems: an international study, a detailed report by Nottingham 
Trent University and ACCA. Its authors, Professor Malcolm Prowle 
and Dr Don Harradine, have examined the current healthcare 
systems in 11 countries across several continents, looking at how 
they are coping with their various challenges, and drawing out 
examples of best practice.

And as with so many other public policy matters, much of the 
challenge comes down to money and politics. The study elicits 
some revealing attitudes and observations. Nearly two-thirds of 
the healthcare professionals interviewed for the study say that 
they feel it is unlikely or even impossible that their country’s 

It has become 
clear that existing 

healthcare 
systems 

are unlikely 
to remain 

sustainable in the 
longer term
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on any attempts to reorganise or refinance our public institutions. 
This is amply demonstrated by the study’s finding that, apart from 
the lack of financial resources, public opinion is seen as one of the 
most significant factors posing resistance to change, supported 
by resistance from health professionals and the media. How many 
times have we seen our health services used as a political football?

Change in behaviour
But perhaps it is just as difficult to change the politicians’ 
behaviour as it is to change the lifestyle choices that people 
make that can have considerable consequences for healthcare 
priorities further down the road. Both are equally challenging, 
but both need to be resolved to ensure any form of sustainability 
in healthcare systems.

The study also uncovered other resistors to change: a lack 
of consensus among politicians about the nature of change 
required, the influence of private economic interests, and 
bureaucratic interests in maintaining the status quo.

The second of these, the influence of the private sector, is worth 
investigating further. As the study rightly notes, in virtually every 
country there is some form of private healthcare services for private 
individuals in return for payment, either directly or through a private 
health insurance scheme. Inevitably, there will always be political 
discussion on the appropriate size of the private healthcare sector, 
but of more interest to policymakers is the role the sector can play 
in the provision of healthcare to non-private patients.

In theory, there are advantages in using the private healthcare 
sector for this purpose, including the use of spare capacity 

in the private sector at lower cost and the exposure of public 
healthcare providers to market competition. There can also be 
disadvantages, however, not least problems that arise when profit 
motives conflict with public service equity considerations. In some 
countries, such as the UK, there is a significant involvement of the 
private healthcare sector in publicly financed healthcare, and other 
countries are experimenting with this idea. In some countries such 
an approach is strongly resisted, possibly on political grounds. It 
is important that the approach to be adopted is considered on its 
merits and not on the basis of an ideological position.

So what are the implications for finance professionals working 
in the healthcare sector and so often closely involved in the 
negotiations over resource allocation and change management? 
As the authors say, the problem is that in non-authoritarian 
democratic countries there is likely to be much resistance to 
change. So the key message for politicians and healthcare 
managers and professionals, including those in finance, is they 
need to devise ways of communicating the essential need for 
changes and the means by which they should be implemented.

Only then will we be able to ensure that healthcare is in the 
headlines for the right reasons, not the wrong, in the future. ■

Gillian Fawcett is head of public sector at ACCA

▲ The right 
medicine
Indian tobacco 
factory workers 
wait to get their 
medicines at a 
hospital in  
Madhya Pradesh

For more information:

Read the report Sustainable healthcare systems: an 
international study at www.accaglobal.com/public-sector
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Career boost
Presentations are about more than delivering a logical speech, as Dr Rob Yeung 
explains, plus settling squabbles, the work-life pipedream and how to get rich quicker 

Dr Rob Yeung is 
an organisational 

psychologist and coach at 
consultancy Talentspace

Talent doctor: Presentations

Suppose you need to give an 
important presentation: a sales pitch 
to clients, a speech at a conference 
or an update to shareholders. Maybe 
you’re a leader wanting to change 
the direction of your organisation 
or boost the output of employees. 
What’s the best place to start?

When I run presentation skills 
workshops – whether for novices 
wanting basic rules or seasoned 
executives seeking further refinement – 
I introduce early on the acronym CARE. 
The four letters give us an overview of 
how best to construct any speech.

Core message
If your audience leaves remembering 
only one thing, what should that be? 

It can be useful to write down in a single 
sentence the key outcome you wish to 
achieve. Do you want decision makers to 
say yes to your proposal? Do you need 
customers to put their trust in you? Are 
you trying to change behaviours?

You may wish to communicate several 
related points, but audiences are often 
easily bored or confused – or both. 
Better to emphasise and achieve one 
clear goal than aim for several things and 
accomplish none.

Audience
Some years ago, Greenpeace USA’s 
executive director Annie Leonard was 
giving a presentation. To get her point 
across, she assembled a sophisticated 
pitch packed with data. The only problem 

was it didn’t work. She recalled: ‘At 
the end, one guy said “I have no idea 
what you just said”. I realised you have 
to talk to people where they’re at, not 
where you’re at.’

Consider your audience’s 
background, understanding and 
needs. Do they understand the need 
for action and just want guidance 
on how to act, or are they sceptical 
and require persuasion that action is 
actually needed?

Relevance
I think of ‘core message’ as what you 
want and ‘audience’ as what they 
know. Relevance is about working out 
how to bridge the two and convey your 
core message to that audience.

Imagine a politician wanting to rally 
support and votes. Her core message 
is ‘vote for me’. But she might choose 
different facts, stories and language 
for say a group of university students 
versus business executives. What 
is pertinent and interesting for one 
group may fall flat with another.

Engagement
Finally, consider how you will engage 
people and make them want to 
listen intently to your message. How 
will you use inflection, pacing and 
pauses to sound more entertaining? 
How will you employ body language, 
facial expressions and even 
movement around a room to be 
visually engrossing?

Presenting effectively involves many 
skills, but taking a few minutes to work 
through the CARE acronym will help 
you to assemble something that will 
not only inform, but perhaps even 
inspire an audience. ■

For more information:

www.talentspace.co.uk

@robyeung
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The perfect: conflict resolution

You can do your best to avoid conflict in both your personal and professional life, but you 
cannot escape it. The ability to recognise, understand and resolve workplace conflicts 
effectively will not only help to minimise them but also add to your soft skills and strengthen 
your relationships with colleagues. So when conflict arises, consider doing the following:

* Determine the cause of the original conflict while acknowledging there may be perfectly 
valid yet opposing points of view.

* Agree on a resolution process that the warring parties are willing to commit to, including 
a timeframe for each to discuss how they feel about the issues and their interests. 

*  Ensure that each party listens to the other and understands that they will be given a 
chance to respond – but not until the 

first party has finished expressing 
their thoughts.

*  Write down any resolution 
that the parties agree to. This 

provides a concrete physical 
commitment and may be 

necessary should HR end 
up getting involved 
and legal issues arise 
later on. 

*  Follow up on 
resolution action. 
Make sure that the 
agreed aspects of the 
resolution are being 
acted on by all parties 
involved. When 
this happens, the 
attempted resolution 
has a good chance of 
working.

Work-life balance a 
pipedream for most
Business employees say that 
their jobs regularly encroach 
on their free time because of 
increasing workplace pressure, 
according to a survey.

The survey – by serviced 
office and global workplace 
provider Regus – polled 
22,000 workers across more 
than 100 countries. It found 
that work pressures frequently 
interrupt home life, with 66% 
saying that having to attend 
to work matters in their own 
time happened less five years 
ago, and 64% saying that the 
use of instant messaging by 
businesses to communicate 
with staff has increased.

As well as the growing 
impact on free time, the 
expectation that staff will be 
available to take emails and 
texts at any time or place is 
damaging business etiquette, 
with 62% saying last-minute 
changes to meetings 
happened too often.

Regus Hong Kong manager 
Michael Ormiston said: ‘The 
global work environment is 
changing, and technology, 
especially mobile and instant 
messaging, has huge benefits 
in enabling business people 
to be more flexible about 
how and where they work. 
However, it is important that 
being always connected is 
beneficial to productivity and 
not a distraction for workers 
when they are living their 
personal lives.’

Safety first
US college students put 
job security ahead of job 
fulfilment, according to a 
survey from Adecco Staffing 
USA. The perfect job, it seems, 
is a steady one rather than an 
inspiring one, with 70% saying 
they would rather have a 
stable job without a high level 
of emotional investment or 
passion than one with lots of 
passion but no job security.

The survey also found that 
79% of students think they will 

find a job within five months, 
although finding a job is still 
their top concern.

Joyce Russell, president 
of Adecco Staffing USA, 
said: ‘With the first group of 
Generation Z now in college, 
it will be fascinating to learn 
how this new generation of 
the labour force differs in 
terms of aspirations, outlook, 
expectations and priorities.’

The survey questioned 
1,001 college undergraduates 
and recent graduates in the US, 
aged between 18 and 24. 

The Big Four’s best two
EY and Deloitte are the sole 
Big Four representatives in this 
year’s Sunday Times Best 25 
Big Companies in the UK. They 
ranked 14 and 22 respectively, 
and it is the first appearance 
on the list for either.

The annual list – in its 12th 
year – ranks companies of 
all sizes on criteria ranging 
from employees’ opinions 
of leadership, wellbeing, 
personal growth and 
management to corporate 
social responsibility, pay 
and benefits.

How to get rich quicker
The good news for 
professionals in the early 
stages of a career in banking 
and finance is that they can 
expect their earnings to at least 
double after five to 10 years.

That was the conclusion of 
a study of more than 41,000 
professionals around the 
world in a range of sectors by 

salary benchmarking service 
Emolument.

The salary acceleration is 
a result of moving into more 
senior bonus-paying roles 
in investment management, 
asset management, origination 
and advisory, and trading. 
The biggest hikes of all occur 
in origination and advisory, 
where more than 15 years’ 
experience sends average 
earnings up to £454,000. 

Middle and back-office 
roles deliver a much slower 
and steadier rise in salary, 
largely because the bonuses 
are not so bumper. ■

This page is compiled by Beth 
Holmes, journalist

For more information:

www.accacareers.com
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Being marvellous
Tony Grundy uses the example of entertainment company Marvel to illustrate the 
relationship between strategy and finance during mergers and acquisitions 

rather crude model is that, if operating profit margin were 50%, 
based on more recent results, then zero sustainable growth rate 
would give you the current share price.

The next step would be to see what sustainable growth rate 
and operating profit margin would give Disney its break-even 
share price of US$50 per share. This is achievable if financially 
modelled using Disney’s cost of capital, tax rate and extra 
investment costs under some reasonably stretching strategic 
assumptions. At first pass this suggests Disney paid a stiff price. 
To actually add economic value to its shareholders and get at 
least as big a share of the ‘value cake’, Disney needs to take the 
Marvel brand and really motor with it.

To achieve this, it is no good just to throw in ballpark 
assumptions (as many MBA students do) that economies of scale 
will improve operating profit margin by 2% without calculating 
in real money as to what that actually means and how it can 
be achieved. Financial models that work just through flexing 
percentages can be quite delusional. Another example is where 

you have a sustainable growth rate of, say, 
8% over 10 years: that compounded is an 
increase in sales of 115%, which would 
make Marvel a £1.45bn business. What 
does that mean in terms of overall market 
share and overall relative market share? 

Disney effect
One useful exercise is to see what new 
strategies a Marvel board can come up with 
on its own. Could these produce a valuation 
that would persuade its shareholders to tell 
Disney to go away or to squeeze more out 
of Disney? What does Disney actually bring 
to the party? Distribution, creativity, cost 
synergies? These things are often unclear.

Marvel, the entertainment company famed for its 
comics and films, is a brilliant MBA case study for 
illustrating the interplay between strategy and 

finance in an M&A context. Marvel’s films are based on comic 
characters that were popular half a century ago. Technology 
has given them another surge of karmic-like popularity.

In 2009, Disney bought Marvel for US$4bn, at a 29% premium 
to its existing share price of US$38 (see Marvel’s results over a 
five-year period below). This gives MBA students two dilemmas. 
One is that its sales growth (one of the seven value drivers of 
a company’s share price) is highly volatile, so not only is it hard 
to assume a positive figure in the future, but there are also big 
questions over the stability of its cash stream. This is obviously 
vulnerable to pulling off ‘blockbusters’ in the box office, and 
that is in turn dependent on fads. The second dilemma is that 
operating profit margin is volatile too – because Marvel has high 
fixed costs and volatile revenue due to lumpy blockbusters.

In understanding the company’s valuation, MBA students are 
inclined to simply take an average over the 
five years and hope for the best. This is a 
start, but this situation is screaming for a 
set of assumptions that are based more on 
strategy and the future environment. Some 
get that; others don’t.

Alternative models
It’s crucial to get one’s head around the 
valuation problem, particularly as, at the 
time, Disney didn’t want to be seen to 
overpay – something that was suggested 
and affected the share price. So one starts 
by looking at what combinations of sales 
growth rate and operating profit margin are 
consistent with the current share price. One 

Marvel results in US$m

       2008  2007  2006  2005  2004

Sales       676.2  485.8  351.8  390.5  513.5

Operating profit margin     346.5  271.8  110.8  169.0  207.3

Operating profit margin     51%  55%  31%  43%  43%

‘How to’ video 

See the first in a series 
of management and strategy 
videos by Tony Grundy – on how 
to deliver exceptional customer 
service – at www.accaglobal.
com/ab/187

For previous Tony Grundy 
articles on strategy and 
management theories, visit 
www.accaglobal.com/abcpd. 
See also www.tonygrundy.com
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Unfortunately, many MBA students are at the age when 
they don’t watch Marvel films, so their sense of the underlying 
psychology of demand (a clue to fathoming sustainable growth 
rate) is weak. I have seen many films with my stepchildren and 
listened to their appetite for these films. It seems that after 
Iron Man 6, you have probably had enough, so there are some 
potential market and product-lifecyle constraints on the horizon. 

But over progressive cycles of doing the simulation, more 
and more ideas have emerged for exploiting the Marvel brand 
and its lesser-known characters that can be ‘pick and mixed’. 
Not only are there TV media opportunities, but also other brand 
extensions such as theme parks and adult computer games.

So in latterday runs of the model, we have been getting 
reasonably plausible sets of strategic assumptions consistent 
with share prices of US$80-plus. This would certainly suggest that 
on the basis of strategic vision and new strategic development, 
Marvel was undervalued and – although not a cheap buy at 
US$50 per share – still an attractive one. Marvel, however, could 
and should have put up a more spirited defence.

When I teach this case, I drum it into the students that they 
have to do a number of things to make their projections and 
valuations robust:

* Think about the drivers and constraints to market growth, and 
have some idea, percentage-wise, what that is likely to be.

* Think about the impact of competing films and also of 
substitutes over time.

* Think about ways of extending the business model.

* Translate any  percentage changes in variables into real 
strategies and test their plausibility.

* Ensure that if you are making improvements that will 
necessitate revenue costs, that this is modelled in some way 
through the operating profit margin; or where capital or other 
investment is needed, ensure this is included.

* Make sure the terminal value (the value at the end of the 
planning period, valued as a perpetuity) is entirely credible. 

The array of potential valuations of Marvel is huge. Its value is 
highly dependent on the external environment and on future 
strategy; simply extrapolating from the past using sustainable 
growth rates and operating profit margins (as many MBA 
students choose to do) is simply dipping your toe in the water. 

Many new strategies are derived from working out new ways 
to exploit the distinctive strategic assets of the business – and, in 
this case particularly, the brand and heritage of its characters and 
the brilliance of its film designers and technicians. One thing that 
Disney certainly needed to get right was to avoid alienating them. 
This would almost certainly have caused value destruction.

So ask yourself the following questions:

* What’s the value of your business on the basis of present 
strategies?

* Does that give you a value gap between this and what you 
really want?

* What strategies can be used to fill that value gap?

* How robust are these given your true capabilities, potential 
imitation and the resources you have? ■
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The dark side of KPIs
In this second article in his series on key performance measures, David Parmenter looks 
at how KPIs can have unintended negative consequences

with minor sports injuries, they could delay the registration 
of patients in ambulances as they were getting good care 
from paramedics. They began asking the paramedics to 
leave patients in the ambulance until a house doctor was 
ready to see them, thus improving the ‘average’ time it took 
to treat patients. Each day there would be a car park full of 
ambulances and some even circling the hospital waiting for a 
parking spot. 

The lesson here is that management should have been 
focusing on the timeliness of treatment of critical patients. 
They needed only to measure the time from registration to 
consultation for these critical patients. Nurses would then have 
treated patients in ambulances as a priority – the very thing 
they were doing before the measures were put in place.

Shake-up
Measurement needs a new approach. It should be undertaken 
by trained staff, be consultative, promote partnership between 
staff and management, and align with the organisation’s 
critical success factors and strategic direction.

Spitzer has suggested the appointment of a chief 
measurement officer, who would be part psychologist, part 
teacher, part salesperson and part project manager. The CMO 
would be responsible for setting all performance measures, 
assessing the potential dark side of a given measure, 
abandoning broken measures and leading all balanced 
scorecard initiatives. ■

Every performance measure is like the moon: each has 
a dark side, an unintended negative consequence. 
The importance of understanding this dark side 

and the careful selection of measures should never be 
underestimated. Many of an organisation’s measures may 
be encouraging unintended behaviour. The frequency with 
which measures are set to fail by at best naive, or at worst 
corrupt, management is breathtaking.

As Dean Spitzer, an expert on performance measurement, 
says: ‘People will do what management inspects, not necessarily 
what management expects.’ The following two examples show 
how performance measures can go wrong. 

Example 1
A classic example is the city train service that had an on-time 
measure with draconian penalties for drivers. Those who were 
behind schedule learned simply to stop at the top end of 
each station, triggering the green light at the other end of the 
platform, and then continue the journey without incurring the 
delay of letting passengers on or off. After a few stations, a driver 
was back on time, but the customers – both on the train and on 
the platform – were not so happy. 

The lesson here is that management should have been 
focusing on controllable events that resulted in late trains, such 
as the timeliness of investigating signal faults reported by drivers 
or preventative maintenance on critical equipment that was 
running behind schedule.

Example 2
Managers at a UK hospital 

were concerned about the 
time it was taking to treat 

patients in the accident 
and emergency 
department. They 
decided to measure 
the time from a 
patient’s being  
registered to their 
being seen by a 
house doctor. 
Staff realised 
that while they 
could not 
stop patients 
registering 

Next steps

* Ascertain the measures that are damaging your 
organisation, and gather support to abandon them.

* Read Spitzer’s Transforming Performance Measurement 
(tinyurl.com/spitzerTPM).

* Start promoting the appointment of a chief 
measurement officer.

For more information:

For a chief measurement officer’s job description, email 
parmenter@waymark.co.nz

David Parmenter’s The New Thinking on KPIs paper is at 
www.davidparmenter.com
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In 2011, the 
International 
Accounting Standards 
Board (IASB) issued 
amendments to IAS 19, 
Employee Benefits, and 
indicated that there were 
further matters that required 
a more fundamental review 
of pensions and related 
benefits. These matters 
included the issues relating 
to contribution-based 
promises (CBPs). 

Examples of CBPs are 
where the employee receives 
a pension based on the 
performance of the assets 
in the pension plan and 
the employer provides a 
guarantee of the minimum 
performance of those assets. 
The employee accordingly 
receives a benefit that is the 
higher of the contributions 
plus the actual return on the 
assets in the plan and the 
guaranteed amount. 

Alternatively, the 
employee may receive a 

guaranteed benefit based 
on a specified return on 
‘notional’ plan contributions 
by the employer. The IFRS 
Interpretations Committee 
(IFRIC), which issues guidelines 
for International Financial 
Reporting Standards (IFRS), 
tried to develop a solution 

for the accounting 
for such plans but 
removed it from its 
project agenda in 
May 2014. 

Although some 
schemes may have 
a few features that 
bring them into 
the defined benefit 
category of IAS 
19, they may be so 
much closer to a 
standard defined 
contribution plan 
that full defined 

benefit accounting 
does not seem 
appropriate. Meanwhile 
other schemes may be 
close to defined benefit 
arrangements, but have risk-
sharing provisions that reduce 
the sponsor’s exposure. 

The IASB considered 
contribution-based promises 
in the discussion paper that 
preceded its latest revisions 
to IAS 19. In that paper, the 
IASB looked at a fair value 
measurement basis for such 
schemes. However, neither the 
Interpretations Committee nor 
the IASB decided that change 
was needed.

IAS 19 requires an entity 
to classify post-employment 
benefits as either defined 
contribution plans or defined 
benefit schemes. A defined 
contribution scheme is 

one where the entity pays 
specified contributions into a 
separate entity (a fund) and 
has no obligation to pay more 
contributions if the fund does 
not have enough assets to pay 
all the accrued benefits. 

By definition, if a scheme is 
not defined contribution, then 
it has to be defined benefit, 
and the entity must use ‘the 
projected unit credit method’ 
to account for it. 

Using an actuarial 
technique with this method, 
the entity calculates the 
present value of defined 
benefit obligation (DBO), 
which has been discounted by 
bond rates. The discount rate 
used is determined by » 

Many hybrid 
pension plans 

are classified as 
defined benefit 

schemes but their 
risks are quite 

different

49

05/2015 Accounting and Business

Pensions | Technical

Pension posers
The accounting for contribution-based promises in employee 
benefits is only one of the issues with IAS 19, says Graham Holt

CPD
 
Get verifiable CPD units 
by answering questions 
on this article at  
www.accaglobal.com/cpd

www.accaglobal.com/abcpd


reference to market yields at 
the end  of the reporting 
period on high-quality 
corporate bonds, or, if there is 
no deep market in such bonds, 
by reference to market yields 
on government bonds. 

The entity determines 
the deficit or surplus as the 
difference between the 
present value of DBO and the 
fair value of its related plan 
assets. This deficit or surplus 
is recognised as a net defined 
benefit liability (asset) in the 
statement of financial position, 
subject to an asset ceiling test. 

IAS 19’s measurement 
process does not properly 
reflect risk differences among 
plans because the present 
value of the DBO does not 
fully reflect the value of risk 
relating to future cashflows 
from the DBO. However, the 
fair value of the plan assets 
reflects the value of risk 
relating to future cashflows 
from them by the use of 
market prices. 

Defined benefit plans are 
distinguished from defined 
contribution plans by the 
fact that the entity suffers the 
actuarial and investment risks. 
The accounting for defined 
benefit plans is covered by 
IAS 19 but the accounting for 
hybrid plans such as CBPs 
under IAS 19 often results in 
counterintuitive measurement. 

Many hybrid plans are 
classified as defined benefit 
schemes but their risks are 
quite different. For example, 
in some CBP schemes, the 
obligation is calculated by the 
entity projecting the benefit 
on the basis of an assumption 
of future performance of 
the plan’s assets, which is 
potentially higher than bond 
rates. In CBPs, investment risk 
does not always fall entirely on 
the entity, but is often shared 
by employees. This sharing 
of risk is not dealt with by IAS 
19 and thus the entity could 
show an excessive plan deficit 
because the present value 
of the DBO is much higher 

than the fair value of the plan 
assets. This is because the 
discount rate is lower than the 
projected higher return on 
plan assets. 

The number of hybrid plans 
is rising as more employers 
reduce their risk exposure. 
Entities are also buying 
annuities, and using longevity 
swaps to manage pension risk. 

IAS 19 has been questioned 
from various other conceptual 
viewpoints as IAS 19’s 
measurement basis is quite 
different from other IFRSs. 
For example, it is difficult to 
reconcile a pension liability 

with the definition of a liability 
in the conceptual framework, 
and similarly, the requirement 
to reflect unvested benefits 
and future salary increases in 
the entity’s obligations. 

The netting off of the 
plan assets and defined 
benefit obligations is also 
inconsistent with other IASB 
pronouncements. IAS 19 has 
current acceptance because 
of its relative ease of use and 
because issuers and users 
have found some merit in its 
information content. A new 
model would increase costs 
and have significant effects on 

the business. The 
general opinion 
is that frequent 
changes of pension 
accounting are 
unnecessary 
and costly. 

The IASB feels 
that the issues 
relating to CBPs 
and eliminating 
diversity in practice 
are important, 
and that costs and 
benefits should be 
carefully assessed 

when recommending any 
change to the accounting 
treatment of pensions. 

The main scope of IASB’s 
current research project is 
accounting for new pension 
plans that incorporate 
features that were not 
envisaged when IAS 19 was 
issued. It is proposing to 
fundamentally review the 
principles of measurement, 
and classification in IAS 19. 
The research will probably 
revisit such issues as CBPs, 
the discount rate for employee 
benefits, and exemptions 
for entities participating 
in multi-employer defined 
benefit plans.

Another topic under 
discussion concerns whether 
a pension surplus could be 
recorded as an asset on the 
statement of financial position 
in certain circumstances. 
IAS 19 limits the measurement 
of a net defined benefit asset 
to the lower of the surplus 
in the defined benefit plan 
and the asset ceiling. IAS 19 
defines the asset ceiling as 
‘the present value of any 
economic benefits available in 

IAS 19 has been 
questioned from 

various conceptual 
viewpoints as its 

measurement 
basis is quite 

different from 
other IFRSs
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For more information:

www.ifrs.org

the form of refunds from the 
plan or reductions in future 
contributions to the plan’. 

IFRIC’s IFRIC 14 
interpretation of the 
requirements in IAS 19 
addresses when refunds 
or reductions in future 
contributions should be 
regarded as available. IFRIC 
14 states that a refund is 
available if the entity has 
‘an unconditional right’ 
to a refund. The IASB has 
undertaken a project to clarify 
whether a trustee’s power to 
augment benefits or wind up 
a plan affects the employer’s 
unconditional right to a refund 
and thus, in accordance with 
IFRIC 14, restricts recognition 
of an asset. 

Essentially the project 
is assessing whether an 
entity could get economic 
benefit from a surplus in a 
scheme and whether there 
is an unconditional right to 
a refund. At present, entities 
can recognise a surplus as an 
asset, even though the trustees 
could change the benefits 
and wipe out the surplus. The 
implications of these changes 

appear less 
severe than 
previously thought – IFRIC 
is not seeking to prohibit 
recognition of surplus in 
schemes where there is no 
future accrual of benefits. The 
changes are expected to be 
made separately from the 
annual IFRS improvements 
process and, once they are 
confirmed, entities should 
review the rules of their 
scheme and revisit any legal 
opinion previously obtained 
about the ability to recognise 
a surplus.

Because pension schemes 
can have infinite variations 
with differing degrees and 
forms of risk-sharing, the IASB 
may consider the general 
principle of measurement 
of pension schemes with 
the aim of determining a 
measurement basis that works 
for all types of schemes. The 
IASB’s work relating to the 
measurement of insurance 
liabilities and discount rates 
may help here.

Finally, compounding the 
above potential changes, the 
economic situation has had an 

impact on pension schemes. 
In 2014, long-term inflation 
assumptions derived from the 
gilt market were about 0.2% a 
year lower than at the start of 
the year. Taking the changes 
in inflation, discount rates and 
interest costs into account, 
a typical pension obligation 
could be significantly higher 
than at the end of 2013. 

The degree of change in 
the net defined benefit liability 
will depend on whether the 
asset performance has kept 
pace with the change in 
the size of the obligation. 
However, as bond yields are 
down significantly since the 
start of the 2014, the value of 
liabilities will probably have 
increased much quicker than 
scheme assets. ■

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

ASEAN 

Review agreement
An agreement on streamlining 
reviews in Malaysia, 
Singapore and Thailand of 
offers or listings of equity 
or plain debt securities has 
been secured. It has been 
written into a memorandum 
of understanding (MoU) 
designed to promote 
common prospectuses in 
the Association of Southeast 
Asian Nations (ASEAN). The 
MoU has been signed through 
the ASEAN Capital Markets 
Forum by the Securities 
Commission Malaysia, 
the Monetary Authority of 
Singapore, the Securities 
and Exchange Commission 
Thailand and the Singapore 
Exchange. Designed to 
boost the ASEAN region’s 
attractiveness as a fundraising 
centre, under the agreement, 
issuers planning to offer or list 
equity or plain debt securities 
can expect a shorter time-
to-market and faster access 
to capital across signatory 
countries. By October the 
signatories will release a 
joint handbook advising on 
relevant administrative and 
procedural matters including 
the criteria for issues, 
application procedures and 
review timelines. More at 
tinyurl.com/acmf-mou.

Singapore

Compliance on FATCA
Reforms and guidance on 
how Singapore implements its 
agreement with the US over 
complying with the US Foreign 
Account Tax Compliance Act 
(FATCA) have been published 
by the city-state’s fi nance 

ministry, the Inland Revenue 
Authority of Singapore (IRAS) 
and the Monetary Authority of 
Singapore (MAS). 

For instance, regarding 
accounts held by minors, 
participating Singapore 
fi nancial institutions 
should obtain information 
on both the minor and 
their parents’ accounts, 
including certifi cation on 
whether the account is 
held by a US taxpayer. 
The guidance also defi nes 
fi nancial institution 
‘relationship managers’ 
with FATCA responsibilities 
as an employee-assigned 
responsibility for an account 
holder on an ongoing basis. 

In addition, documents 
establishing an account 
holder’s status will remain 
valid indefi nitely, unless there 
is a specifi c expiry date (eg 
a passport) or a change in 
circumstances altering the 
account holder’s status. More 
at tinyurl.com/fatca-guide.

FATCA IGA in place
The Singapore-US Foreign 
Account Tax Compliance 
Act (FATCA) Model 1 
Intergovernmental Agreement 
(IGA) and regulations entered 
into force on 18 March. More 
at tinyurl.com/iga-fatca.

Tax joy
The Inland Revenue Authority 
of Singapore (IRAS) has 
announced that all Singapore 
tax residents will receive a 
personal income tax rebate 
of 50%, capped at S$1,000 
(US$720) for the 2015 tax 
season. A notice to taxpayers 
added that they can now share 
‘parent relief’ among claimants 
supporting their parents, 

with the maximum amount 
increased by between S$1,000 
and $S3,000. The IRSA says 
that it will help commission 
earners, such as estate and 
insurance agents, by pre-fi lling 
commission information in 
tax returns this year. More at 
tinyurl.com/irsa-guide.

Credit scheme boost
More than 85,000 employers 
in Singapore will receive 
about S$1.4bn (US$1bn) in 
‘wage credit scheme’ payouts 
by 31 March, with small and 
medium-sized enterprises 
receiving about three-quarters 
of the money. The tax break is 
designed to help businesses 
cope with rising wage costs 
to free up resources for 
productivity investments. More 
at tinyurl.com/iras-wcs.

New corporate guidance
Singapore’s Accounting 
and Corporate Regulatory 

Authority (ACRA) has released 
guidance to help corporate 
service providers understand 
new requirements demanded 
by the April 2014 ACRA 
(Amendment) Act. It comes 
as the government drafts 
new ACRA (Filing Agents 
and Qualifi ed Individuals) 
Regulations to underpin the 
new law. 

The guidance includes 
model internal policies, 
procedures and controls to 
prevent money laundering 
and the fi nancing of terrorism, 
as well as a model client 
acceptance form. More at 
tinyurl.com/acra-draft.

Hong Kong

Fair value permitted
The Inland Revenue 
Department of Hong Kong 
has accepted that 2013/14 
and 2014/15 profi ts tax 
returns can include assessable 
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profi ts computed on a fair 
value basis while it reviews 
a judgment at the special 
administrative region’s 
Court of Final Appeal. Its 
November 2013 decision in 
the Nice Cheer Investment 
Limited v CIR case gave 
guidance on how profi ts 
should be calculated in Hong 
Kong tax returns. More at 
tinyurl.com/ptr-fva.

SFC begins consultation
Hong Kong’s Securities and 
Futures Commission (SFC) 
has launched a three-month 
consultation on proposed 
principles of responsible 
ownership, guiding how 
investors should behave when 
investing in a listed company. 
These principles include 
establishing and reporting 
policies for discharging 
ownership responsibilities 
and reporting these actions; 
monitoring and engaging 
with companies subject to 
investment; establishing 
clear policies on when to 
escalate engagement; having 
clear voting policies; acting 
with other investors when 
appropriate; and developing 
policies on managing confl icts 
of interests when investing on 
behalf of clients. 

Comments are requested 
by 2 June. More at tinyurl.
com/sfc-consult.

Updates issues
The Hong Kong Institute of 
Certifi ed Public Accountants 
(HKICPA) has released revised 
guidance on the duties of 
an insurer’s auditor under 
the special administrative 
region’s insurance companies 
ordinance. More at tinyurl.
com/guide-cpa and tinyurl.
com/cpa-duties. 

The institute has also 
published a revised practice 
note on auditors’ letters 
regarding continuing 
connected transactions under 
Hong Kong Stock Exchange 
listing rules. More at tinyurl.
com/ed-hkicpa.

Risk committee set up
The Hong Kong stock 
exchange (HKEx) will 
establish a risk committee 
to oversee the overall risk 
management framework of 
HKEx and its subsidiaries. It 
will work alongside HKEx’s 
existing statutory risk 
management committee, 
which focuses on Hong Kong 
cross-market risk. More at 
tinyurl.com/hkex-risk.

New Fact Book out
The Hong Kong stock 
exchange (HKEx) has 
published its annual Fact 
Book; this includes statistics 
on securities, derivatives and 
commodities trading. More at 
tinyurl.com/hkex-fact

Mainland China

Graduate tax changes
The mainland Chinese 
government has simplifi ed 
the procedure for recent 
graduates to obtain tax 
advantages if they launch their 
own business. Until March, 
new graduates had to secure 
two government certifi cations 
to benefi t – employment and 
unemployment registration 
and college graduate 
entrepreneurship – and also 
had to apply for the tax breaks. 
Now, only the employment 
and entrepreneurship 
certifi cation is required. 

The break exempts 
benefi ciaries from up to  
CNY8,000 (US$1,287.50) in 
business tax, personal income 
tax, urban construction tax 
and local education taxes 
each year for three years, 
according to China’s State 
Administration of Taxation. 
The move is designed to 
stimulate job creation as 
China’s breakneck economic 
growth tails off. More at 
tinyurl.com/tax-grad.

VAT and tax changes
China has tried to simplify 
its VAT refund scheme for 
exporters and its consumption 

tax redistribution scheme. 
According to China’s State 
Council, export companies 
now receive all their VAT 
refunds due on overseas sales 
from the central government. 
Previously, local governments 
paid 7.5% of the available 
money to businesses. In 
2014, China paid CNY1.13 
trillion (US$182bn) in refunds 
to exporters – up 8% from 
2013. The central government 
has also reformed the way it 
distributes consumption tax 
to local governments, paying 
a pre-set fi xed amount, rather 
than a portion of returns 
linked to consumption 
tax rates. 

This took effect on 
1 January, although the 
announcement was made in 
February. More at tinyurl.
com/ojjlbxo.

Malaysia

New standards issued
The Malaysian Institute of 
Accountants has released 
revised Malaysian Approved 
Standards on Assurance 
Engagements, taking account 
of reforms to the International 
Standard on Assurance 
Engagements (ISAE). The 

changes amend guidance 
on assurance reports on 
service organisation controls; 
assurance engagements on 
greenhouse gas statements; 
and prospectus pro-forma 
fi nancial information. More at 
tinyurl.com/mia-isae.

Payment changes
The Inland Revenue Board 
of Malaysia (IRBM) has 
announced that taxpayers 
may henceforth pay income 
tax and real property gains tax 
via a credit card, at tinyurl.
com/irbm-card. All Malaysia-
issued Visa, MasterCard and 
American Express credit cards 
may be used.

Income tax exemption
The Malaysian government 
has made an Income Tax 
(Exemption) Order 2015 
[P.U. (A) 40/2015], exempting 
individuals from paying income 
tax on a deferred life insurance 
or family takaful annuity 
withdrawn by that taxpayer 
before reaching 55, covering 
transactions between 1 January 
and 31 May 2014. More at 
tinyurl.com/ite-order. ■ 

Keith Nuthall and Wang 
Fangqing, journalists
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Tools for our times
Michael Samonas FCCA discusses the risk assessment tools and capabilities that can 
be used to advantage in times of economic uncertainty and business volatility

The economic uncertainty 
and volatility of today’s 
business environment 
highlights the importance 
of incorporating risk 
assessment tools into 
forecasting and planning 
processes (risk-adjusted 
forecasting). Senior 
fi nancial professionals 
are rightly focused on 
how potential political 
and regulatory risks 
and competition could 
destabilise corporate 
performance as 
companies emerge 
from the prolonged 
economic downturn. 

A risk survey 
conducted last year 
by the Association for 
Financial Professionals 
(AFP) in North America and 
consultancy Oliver Wyman 
reveals that organisations 
expect the current business 
environment to remain 

challenging. Some 84% of 
survey respondents report 
that their organisations are 
exposed to the same or higher 
levels of uncertainty today 
than three years ago. At the 

same time, the majority of 
the respondents believe 
their organisations 
need to bring their risk 
assessment and fi nancial 
forecasting capabilities 

into alignment so that 
they can take advantage 
of strategic openings and 

differentiate themselves 
from their competitors. 

But which risk 
assessment capabilities 
and tools are they 

referring to? 
As far as the AFP risk 

survey is concerned, the most 
common risk assessment tool 
used by fi nance professionals 
to analyse business situations 
is scenario analysis (cited by 
69% of all respondents), » 

Tornado sensitivity chart: effect on operating cashflows of 10% change in input variables

Variable 4: DSO (days)

Variable 2: growth rate (%)

Variable 3: sales volume (units)

Variable 1: sales prices

Variable 6: gross margin (%)

Variable 5: DPO (days)

Variable 7: infl ation rate (%)

-80% -60% -40%
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variables. A very useful chart, 
which helps in presenting 
variables according to their 
relative importance in the 
model output, is the so-called 
Tornado chart. 

A Tornado chart is a 
pictorial representation of 
a sensitivity analysis of the 
model. It is obtained by 
changing each input variable 
at some consistent range (eg 
±10% from the base case), one 
at a time, and comparing the 
output results to the base case. 

For example, for a model 
built to forecast the operating 
cashflow of a company with, 
let’s say, seven input variables, 
the Tornado chart will look 
like that in the graphic on the 
previous page.

It is obvious from this 
graphic that variable number 
4 is the most critical one, 
followed by variable number 2. 
These two variables form the 
key risk drivers of operating 
cashflow and their impact can 
be further analysed through a 
two-dimensional data table. 

As far as the second step 
(assigning a proper range 
of values) in the sensitivity 
analysis process is concerned, 
the best practice is to assign 
a symmetrical range around 
the base-case value of the 
variable of interest. In doing 
so, you should specify a range 
with an even number of entries 
where the median is the base 
case. The outcome of such an 
analysis should point out the 
combination of credit policy 
(days sales outstanding – DSO) 
and growth rate (%), which 
leads to negative operating 
cashflow. Every company 
should identify the worst-case 
scenario and plan for it so that 
it is not taken by surprise. 

Scenario analysis
So far, sensitivity analysis has 
been a means of incorporating 
uncertainty and risk into 
financial models. While 
sensitivity analysis varies one 
or two key input variables 
in a financial model (ie DSO 
and growth rate), scenario 
analysis involves a reasonable 
combination of some or all 
of the input variables of a 
financial model and not just 
one or two. Scenario analysis 
is the strategic process 
of analysing decisions by 
considering many alternative 
possible outcomes or 
scenarios. In practice, it does 
so by changing the input 
values of each alternative 
scenario and feeding them 
into the model of reference. 

While both scenario and 
sensitivity analysis can be 
important components in 
determining possible future 
outcomes, only scenario 
analysis can address many 
different crucial factors 
affecting a model all at the 
same time. For example, a 
worst-case scenario for the 
operating cashflow of the 
company could include:

* increasing days sales 
outstanding due to 
financing drying up as a 
result of a liquidity crisis in 

followed by sensitivity analysis 
(64%). A far less utilised tool is 
Monte Carlo simulation (13%), 
although it is beginning to 
gain momentum. 

The rest of this article 
will consider these three risk 
assessment tools.

Sensitivity analysis
The most basic risk 
assessment tool is sensitivity 
analysis, which examines the 
variation in output of a model 
with respect to changes in the 

values of its inputs. 
It attempts to 
provide a ranking 
of the model 
inputs based 
on their relative 
contributions to 
model output 
variability and 
uncertainty. 

Sensitivity 
analysis is a widely 
used technique 
that supports the 
decision-making 
process. It helps 

answer what-if questions 
by (a) selecting the most 
sensitive variables to change 
(the risk drivers), (b) assigning 
them a proper range of 
values, and (c) constructing 
either one-dimentional or 
two-dimensional sensitivity 
analysis tables. 

The first step in this 
three-stage process is how 
to choose the right variables 
for effective sensitivity 
analysis – in most financial 
models there are a great many 

These risk 
assessment tools 

can be easily 
incorporated 

into the financial 
planning process 

by the average 
Excel user
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the banking system of the 
country where the company 
operates (variable 4)

* below-expectation sales 
growth due to an economic 
downturn (variable 2)

* shrinking gross margin due 
to greater competition or 
discount specials or price 
reductions (variable 6)

* unfavourable payment 
terms (days payable 
outstanding – DPO) to 
foreign suppliers due to 
rising sovereign risk of the 
country where the company 
operates (variable 5).

Monte Carlo simulation
Sensitivity analysis and 
scenario planning are good for 
assessing the effect of discrete 
risk, but provide little help 
when it comes to continuous 
risk. Monte Carlo simulation, 
on the other hand, provides 
a way of examining the 
consequences of continuous 
risk. To the extent that most 

risks we face in the real world 
can generate hundreds 
of possible outcomes, a 
simulation can give a fuller 
picture of risk. 

Monte Carlo simulation 
makes use of random numbers 
and probability distributions. 
It represents uncertainties by 
specifying model inputs as 
probability distributions, and 
generates the model’s output 
as a probability distribution 
rather than a single number. 

Monte Carlo simulation 
has brought the world of 
scenarios into a new, scientifi c 
age by combining hundreds – 
and quite possibly thousands 
– of probability-weighted 
scenarios into one result. 

The following series 
of steps are necessary for 
performing a Monte Carlo risk 
analysis output:
1 Identify the key risk drivers 

(input variables) that are 
critical to the output of 
the model.

2 Identify the probability 
distribution that each 

input variable, under 
analysis, is most 
likely to follow. For 
each probability 
distribution, supply 
the required 
parameters. For 
example, in a normal 

distribution, supply its 
mean and its standard 

deviation. A common 
question to ask is which 
probability distribution to 
choose for each variable 

and how to figure 
out its characteristic 
parameters. Answers 
might be based 
on historic data, 
on opinions of 
management, on 
one’s own subjective 
feelings about 
the future, or on a 
combination of all of 
these elements.
3  Create sampled 
inputs for the 

identified variables 
and perform simulation 

runs based on these inputs 
(recalculating the model 
for each sampled input). 
On each simulation run, 
a value from the relevant 
probability distribution 
is selected at random for 
each input, so that, over a 
large number of runs, the 
distribution of the selected 
values reflects the input 
probability distribution. 

4 Present the model outputs 
graphically by building a 
histogram (a frequency 
distribution chart).

5 Statistically analyse the 
simulation runs. The 
probability distribution of 
the output of the model 
shows the likelihood 
of occurrence of all 

modelled output values. 
In other words, it presents 
in a graphical form the 
uncertainty that exists in 
the output value.

For example, a typical Monte 
Carlo analysis output for the 
model in the graphic on page 
55 would look like that in 
the graphic on page 56. It is 
based on three input variables: 
sales volume, gross margin 
and days sales outstanding, 
with the following probability 
distributions respectively: 

* a triangular distribution 
with most likely value, a 
minimum and a maximum 

* a uniform distribution with 
minimum and maximum

* a normal distribution 
with mean and standard 
deviation. 

The histogram shown in 
the graphic on page 56 can 
answer questions like ‘What is 
the chance of the operating 
cashfl ow of the company 
being negative’ or ‘What is the 
range of operating cashfl ow at 
a 95% confi dence level?’ 

The above risk 
assessment tools can be 
easily incorporated into the 
fi nancial planning process by 
the average Excel user. Even 
Monte Carlo simulation can 
be implemented by using 
a simple VBA code without 
the need for specialised 
software packages. Which 
tool or combination of tools 
you can use depends on the 
particular situation and the 
number of key risk variables 
that are involved. ■

Michael Samonas FCCA 
is group CFO of Sidma, 
and author of Financial 
Forecasting, Analysis and 
Modelling: A Framework 
for Long-Term Forecasting 
(Wiley Finance Series)

For more information:
  

www.michaelsamonas.com

Read the 2014 AFP risk survey report at 
tinyurl.com/AFP-risksurvey
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Accountants of tomorrow
Judges for the inaugural ACCA Young Visionary Challenge rewarded the 
imagination, insight and creativity of students aspiring to be bright stars in finance

It was a morning of 
innovation, creativity 
and vision as Singapore’s 
brightest accountancy 
undergraduates gathered for 
the live finals of the inaugural 
ACCA Young Visionary 
Challenge. Held on 14 
February, the event marked 
the culmination of months of 
hard work by the participants 
since the launch of the 
challenge in October 2014.

Organised by ACCA 
and supported by Spring 
Singapore, the Singapore 
Accountancy Commission 
(SAC) and the Institute 
of Singapore Chartered 
Accountants (ISCA), the 
challenge invites business 
and accountancy students 
under 25 years of age studying 
in tertiary institutions and 
professional bodies to paint 
their vision of what the 
accountancy sector will look 
like in 2030. 

Lee Fook Chiew, CEO of 
ISCA, elaborated on the aim 
of the event: ‘As the national 
accountancy body, ISCA is 
committed to developing 
the profession. The ACCA 
Young Visionary Challenge 
taps the imagination of 
aspiring accountants, and 
invites them to share their 
ideas about the future,’ he 
said. ‘This also encourages 
them to create transformative 
change for the profession. 
We are pleased to support 
this initiative and play a part in 
developing the accountancy 
leaders of tomorrow.’  

Speaking on the need 
for vision and its crucial 
role in shaping the future of 
accountancy. Leong Soo Yee, 
marketing director – Asia 
Pacific, further emphasised 

the importance of innovation 
and change in her welcome 
address. ‘In our fast-changing 
environment, it is imperative 
that accountants and finance 
professionals have a firm 
grasp of emerging trends 
that will impact the future 
of the profession,’ she said. 
‘In order for our students to 
better prepare themselves 
for the future, we need to 
equip them now with the 
requisite skills that will help 
them navigate the uncertain 
and volatile environment 
of tomorrow.’ 

The top five finalists of 
the competition are truly 
the cream of the crop, 
possessing both the intellect 
and creativity to deliver 
innovative and future-proof 
solutions. Chief judge Max 
Loh, managing partner 
(ASEAN and Singapore), 
EY, spoke of the challenges 
the judging panel faced in 
picking the winners. ‘The 
ideas presented were all 
very good and provided 
great insights into the future 
of the profession,’ he said. 
‘Each of the finalists has put 
a lot of effort and research 
into their presentation, 
which made it extremely 
difficult for us to make a 
decision.’ As a hint for future 
challengers, he added that 
the judges would have liked 
the participants to push the 
envelope even further. 

Fellow judge Uantchern 
Loh, chief executive of 
the SAC, shared the same 
sentiments, explaining the 
calibre of individuals the 
judges were looking out 
for: ‘The winners represent 
Singapore’s accountants of the 
future. The diverse range of 

The winners

ACCA Young Visionary of the Year
Troy Han, Nanyang Technological University

ACCA-CWT Ltd Most Persuasive Young Visionary 
Leong Guo Feng, National University  
of Singapore

ACCA Most Creative Young Visionary 
Troy Han, Nanyang Technological University

ACCA-EY Most Insightful Young Visionary 
CSY.LIM, Nanyang Technological University

demands and impacts on the 
accountancy profession mean 
that tomorrow’s accountants 
must also possess a well-
tuned radar to scan the 
horizon for key factors that will 
shape the future and impact 
the organisations that they 
work in.’

Students at the 
Singapore Management 
University (SMU), Nanyang 

Technological University 
(NTU) and the National 
University of Singapore, the 
top five finalists delivered 
impressive presentations of 
their ideas and suggestions. 
Among the many insights 
were opportunities for 
growth within the accounting 
sector, the shift of the 
global economy, the rising 
role of big data and the 
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need for digitisation and 
robotisation. Participants 
also shared their views on 
how to capitalise on these 
trends, such as introducing 
cyber training to make 
accounting professionals 
more IT savvy, exploring 
the benefits of integrated 
reporting for enhanced clarity 
and transparency, and greater 
adoption of cloud-computing 

technology 
for more 
efficient reporting. 

The enthusiasm 
of the competitors 
was evident as they 
spoke passionately 
of their predictions 
and forecasts of 
the accounting 
industry. Some, 
such as the Tales 
of Visionaries 
team from SMU 
and Troy Han from 
NTU even injected 

an element of fun by ending 
their showcase with songs 
and poems.

The air of anticipation was 
palpable as the judges made 
their decisions, evaluating the 
competitors not only on the 
originality and foresight of 
their reports but also on the 
creativity and delivery of their 
presentations. After much 
deliberation, Han emerged 

► Triple thinking
(l–r) Lim Si Jie, Lim Yu 
Xin, Chellene Lim: Team 
CSY.LIM showed deep 
understanding of the issues

◄ Shaping the future
Troy Han was rewarded 
not just for his analysis of 
the drivers of change but 
for his creativity too

as the ACCA Young Visionary 
of the Year, for his detailed 
analysis of professional 
accounting services, 
adoption of technologies 
and new infrastructures as 
the drivers of change that 
will underpin the future of 
the accounting profession. 
He also introduced 
innovative solutions to 
capitalise on these trends. 
In addition, awards were 
given for the most creative, 
most persuasive and most 
insightful reports.

Commenting on the 
judges’ decision, Leong 
said: ‘To succeed in this 
challenging landscape, 
our students, who are 
tomorrow’s accountants 
and finance professionals, 
must develop a rigorous 
understanding of the 
key emerging drivers of 
change and prepare for a 
range of possible future 

scenarios. Troy Han’s report 
demonstrated a robust 
futures thinking framework 
that was used to scan, explore 
and assess the implications 
of key factors shaping 
the future.’ 

Award winner Han 
summed up the vision 
of the challenge in his 
acceptance speech, in his 
own words: ‘Going forward, 
I hope that the sector 
as a whole engages in 
even wider conversations 
with all participants, be it 
professionals, accountants, 
undergraduates or even 
schools, because this is the 
future for us to shape.’

With this promising 
declaration and call to the 
leaders of tomorrow, the 
accounting sector looks set 
to meet the challenges of the 
future head on.  ■

Angela Dove, journalist

‘Tomorrow’s 
accountants must 

possess a well-
tuned radar to 

scan the horizon 
for key factors 

that will shape 
the future’
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▲ Risk rhetoric 
rewarded
The best speaker title was 
clinched by Ow Chuen Poo 
of Team Dog, which came 
second in the overall RICT

► Talent show
ACCA interns with 
ACCA president 
Anthony Harbinson 

Challenge trophy triumph
Nanyang Technological University beats five others in Deloitte trophy challenge 
in Singapore and joins runner-up SMU to compete in ASEAN competition 

Employer news

Red wins risk trophy’s 
Singapore final
With an eye to developing 
future finance professionals, 
ACCA supported the 
Deloitte Singapore Risk 
Intelligence Challenge 
Trophy (RICT) 2015 by 
helping to organise a 
presentation skills workshop 
for six semi-finalist teams 
representing the local 
universities taking part. 

The three-part 
competition, organised by 
Deloitte, culminated in a 
final on 7 March. Chiew Chun 
Wee, ACCA’s Asia Pacific 
head of policy and research, 
was on the judging panel. 

Team Red from Nanyang 
Technological University 
(NTU) won and Team Dog 
from Singapore Management 
University (SMU) was 
runner-up. Both will join 
their Malaysian, Indonesian 
and Thai counterparts in the 
second Deloitte ASEAN RICT 
scheduled for later this year.

Approved Employer 
community expands
ACCA Singapore welcomes 
the following employers as 
Approved Employers:

* Rawlinson & Hunter 
(Singapore) – professional 
development

* Teo Boon Tieng & Co 
– trainee development 
(gold).

Internship programme 
hits the employer spot
Now in its fourth year, the 
ACCA internship programme 
is an initiative aimed at 
matching the aspirations of 
ACCA students who have 

completed the Fundamentals 
level of the Qualification 
with opportunities to work in 
the accounting and finance 
sector, specifically with ACCA 
Approved Employers.

In turn, the Approved 
Employers are able to 
showcase to the interns the 
values and ethics of their 
companies, while benefiting 
from an excellent platform  
to identify and attract 
promising talents who 
will contribute to their 
businesses in the future.

Since 2011 there has been 
an increase in the number 
of quality applicants for the 
internship programme as 
well as a growing number 
of opportunities offered by 
our Approved Employers. 
There has also been a 
marked increase in the 
number of interns who have 
subsequently secured full-
time positions with these 
employers as a result of 
good performance during 
their internship.

Feedback from both 
workplace supervisors and 
interns has been great, with 
many companies already 
asking for more interns 
and longer internships in 
the upcoming 2015/16 
programme, which starts  
this July.
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▼ Thirty minutes 
with ACCA
Kelvin Gan, business 
development manager 
(learning) at ACCA 
Singapore, takes ACCA 
students through upcoming 
exam changes

▼ The benefits of 
membership
The importance of 
becoming an ACCA 
member was part of the 
programme for ACCA 
affiliates and students at a 
recent PER session

ACCA news

Mini ‘town halls’ to run 
through exam changes
A number of important 
changes to the ACCA exams 
will take place over the 
coming months as part of 
ACCA’s ongoing commitment 
to giving students greater 
choices and flexibility in their 
studies, while also meeting the 
needs of their employers. 

For example, ACCA will 
be offering additional exam 
sessions across all its markets 
from 2016, allowing students 
to take their exams in quarterly 
sittings during the year in 
March, June, September 
and December. 

To communicate these 
changes, ACCA Singapore 
has organised a series of mini 
‘town halls’ in order to help 
students better understand 
the implications. 

Called ‘30 minutes with 
ACCA’, the sessions will be 
held at various Singapore 
locations throughout April 
and May. 

Currently, close to 500 
students have indicated an 
interest in attending.

Practical experience 
requirement
A practical experience 
requirement (PER) session was 
held in March to update senior 
Professional-level students 
and ACCA affiliates about 
recent ACCA initiatives as well 
as to show how becoming an 
ACCA member can have a 
positive impact on a financial 
professional’s development.  

A detailed talk helped 
highlight the importance of 
the PER and explain why it 
forms an integral part of ACCA 
membership. 

Senior ACCA members 
and mentors were also 
present to help explain to 
attendees the advantages 
of the ACCA Qualification 
and how ACCA membership 
enhances employability and 
job portability.  

ACCA Singapore 
network AGM
The ACCA Singapore 
network AGM is scheduled 
to take place on 25 June. 
This will be the first network 
AGM under the new ACCA 
network rules and marks the 
beginning of a new chapter 
in ACCA Singapore’s history. 
Please check your ACCA-
registered email inbox for 
more details about the 
meeting.

In accordance with 
the new network rules, 
some panel members will 
be stepping down at the 
forthcoming AGM, opening 
up five seats for election. 

If you are passionate 
about giving back to ACCA 
and are keen to run for 
office at the AGM in June, 
please email Mitchell Tee 
at mitchell.tee@accaglobal.
com to request nomination 
forms. 

Completed nomination 
forms must be received and 
acknowledged by ACCA 
Singapore by 15 May.

Cloud crowd
ACCA Singapore and cloud-
based business software 
provider NetSuite jointly 
hosted a seminar on 26 
March to help explain to 
senior finance professionals 
how cloud-hosted financials 
and enterprise resource 
planning (ERP) systems 
can enable their finance 
teams to deliver data-
driven insights that drive 
innovation and unlock new 
growth opportunities for 
organisations. 

Other key takeaway 
messages from the 
event encompassed 
new technology trends, 
the opportunities and 
challenges facing CFOs 
today, how the cloud 
benefits finance leaders, 
and the key finance function 
considerations when it 
comes to evaluating cloud-
based ERP systems. ■
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Council goes to Glasgow
ACCA’s Council met for the first time in the Scottish city. Issues on the agenda 
included digital solutions, budget approval and an updated governance plan

ACCA’s Council met for 
the first time in Glasgow, 
Scotland, in March. The 
meeting gave members an 
opportunity to visit ACCA’s 
Glasgow offices and learn 
about the important work 
carried out in areas such as 
examinations, applications 
and ACCA Connect.  

The Council meeting itself 
featured discussions and 
decisions on a number of 
important matters:

*  Discussion groups looked 
at a digital approach to 
customer-centred solutions 
– one of the key capabilities 
to deliver ACCA’s strategy 
to 2020.

*  Council approved the 
proposed budget for 
2015–16. Following a 
recommendation from 
a group of committee 
chairmen, Council also 
approved achievement 
measures and targets to be 
put in place to track ACCA’s 
strategic performance in 
2015–2016.

*  Council was delighted 
to welcome Lee White, 
CEO of Chartered 
Accountants Australia and 
New Zealand. He gave an 
interesting presentation 
on his experiences of the 
recent merger between 
the two institutes in 

Australia and New Zealand.  
White’s presentation was 
a useful precursor to a 
Council discussion on 
partnerships and relations 
with other bodies.

*  On a recommendation 
from its Governance 
Design Committee, Council 
endorsed an updated 
rolling governance plan 
for ACCA.

*  Council noted a report from 
the Qualifications Board 
reviewing the December 
2014 examination results.  
It noted that the Board 
had ratified the results 
and no major issues had 
been raised.

*  Council received 
presentations from the 
chairman of the Market 
Oversight Committee 
and the vice chairman 
of the Remuneration 
Committee on the 
work of their respective 
committees.

*  Council confirmed Leo Lee 
as its preferred nominee 
for vice president 2015–16. 
(The formal elections for 
ACCA’s officers will take 
place at the Annual Council 
meeting immediately 
following the AGM on 
17 September.)

Council’s next meeting will be 
in London on 20 June. ■
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Working smarter 
Today’s finance professionals need to be able to exploit technology such as business 
analytics software to reveal business insights, says Nina Tan FCCA

Technology is disrupting 
industries and professions 
faster than at anytime in 
history, and the accountancy 
profession has not been 
spared. For instance, easy 
access to low-cost cloud- 
based analytics software 
is enabling accounting 
professionals to interact 
virtually and visually on 
real-time data, eliminating 
bottlenecks associated with 
PC or server-based data. 
This and other technological 
advancements are changing 
the role of the accountant 
from reporting-centric to 
analytics-centric.

The new generation 
of accountants are not 
only expected to have a 
broad range of accounting 
knowledge and a strong ability 
to apply accounting principles 
and interpret tax laws, but also 
strong skills in information 
technology. They must be 
able to merge accounting with 
information systems. 

If they fail to do this, they 
face the risk of prevailing 
accounting methods 
becoming anachronistic in 
the face of Big Data.

At my company, 

technology has helped 
transform traditional reporting 
documents into insightful, 
interactive and meaningful 
reports for our shareholders 
and management. For 
instance, we use global heat 
maps to illustrate where 
our customers are placed.
Clicking on any location 
shows instantaneously what, 
how much and to whom we 
sell. We can also see the 
profitability measurement for 
each customer. All this data is 
presented on just one screen.

This causal effect analysis 
helps to unearth the reasons 
that drive the company’s 
sales, costs and profits to 
create meaningful budgets 
and rolling forecasts. Using 
such analytics, we are able to 
direct the use of our resources 
towards profitable projects 
while culling loss-making ones.

The new strategic role 
for accountants requires us 
to be data analysts, catalysts 
for change and technology 
adopters. We now have to 
play a major role in strategy 
development and overall 
business success. Underpinning 
all of this is the effective 
use of technology.

The growth 
of quantitative 
and qualitative 
data is swiftly 
outpacing our 
ability to gauge it; 
hence heightening 
the need for 
accountants to use 
business analytics 
software to reveal 
business insights.

Knowledge of 
Microsoft Office 
tools, enterprise 
resource planning 

(ERP) accounting software 
and user friendly business 
intelligence software is useful 
in helping an accountant to 
gather, rationalise and analyse 
business information that can 
help support decisions and 
provide strategic advice.

Looking ahead, 
accountants must be prepared 
for even more powerful 
technology trends such as the 
use of artificial intelligence (AI) 
tools for mundane accounting 
tasks. As hardware and 
software get smarter through 
built-in self-learning processes, 
professional accountants must 
not be complacent.

While AI technology is not 
quite ready to replace the 
human brain just yet, finance 
professionals must embrace 
new analytics technology 
and also build their own 
intelligence by sharpening 
their mental capability, 
capacity, composure and 

creativity. This will allow us to 
retain our edge over machines.

Singapore’s quest to be 
the world’s first ‘smart nation’ 
will no doubt have a positive 
impact on finance departments 
and the accountancy sector 
as a whole. ‘Smart finance’ 
is already a buzzword and 
an integral component of a 
smart nation. This year’s ACCA 
Singapore annual conference, 
Smart Finance – Rise of the 
Digital Intrapreneur, will 
explore how accounting, 
finance and audit professionals 
can develop an ‘intrapreneurial 
mind-set’ that leverages on 
technology to work smarter, 
faster and more creatively. 

While technology can be 
intimidating, we must embrace 
technological advancement 
in order to remain relevant 
in our profession, retain a 
strategic business-partnering 
role and add value to the 
business. ■

Nina Tan is CFO of 
Trax Technology  

Solutions

Accountants’ 
new strategic 
role requires 
us to be data 

analysts, catalysts 
for change and 

technology 
adopters
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Go to www.accaglobal.
com/memberbenefits

In 1905, ACCA launched a 
journal called the Circular, a 
modest, one-page affair. Its 
profile was raised, its content 
expanded, and its name 
changed regularly over the 
succeeding years.

The Circular became The 
Accountants’ Circular in 1908, 
The Certified Accountants’ 
Journal in 1909, The 
Accountants’ Journal in 1947, 
The Certified Accountants’ 
Journal in 1966, Certified 
Accountant in 1981 and 
Accounting and Business in 
1998. The last name change 
reflects the centrality of 
accountancy in commerce 
and remains relevant to our 
members’ interests today.

By 1926, ACCA’s journal 
had a circulation of 5,000. It 
rose to 36,000 by the end of 
the 1960s and 108,000 by 2004, 
and stands at 170,000 today.

A browse through the back 
issues in ACCA’s reading room 
revealed some interesting 
content. In 1912, for example, 
it was proclaimed: ‘Although 
many women might make 
excellent bookkeepers, there 
is much in accountancy proper 
that is altogether unsuitable 
for them and [we should] not 
say anything which might 

tend to encourage women to 
embark upon the accountancy 
profession. Accountants’ work 
does not sound romantic 
enough for the average girl, 
who likes something more 
sentimental and thinks figures 
dry and uninteresting.’ 

Undermining this view 
was the fact that ACCA had 
already admitted its first 
female member, Ethel Ayres 
Purdie, in 1909. 

Indeed, ACCA was a 
pioneer of sexual equality. 
Not only was it the first 
accountancy body to admit 
female members, it started 
doing so 19 years before the 
vote in the UK was extended 
to all women over the age 

of 21 – the same suffrage as 
for men. 

Other highlights from 
the journal in the same year 
include an article on the 
importance of having a really 
good pen, ‘which will do its 
work without one having to 
think about it’; an article about 
whether auditors should insure 
themselves against themselves 
(conclusion: ‘…dead against 
this form of insurance as 
tending to lower the morale of 
the profession’ – although the 
article does go on to endorse 
a Lloyd’s indemnity policy); 
and an update on a court 
decision in a case of motorist 
versus farmer in which it was 
decided that sheep going 
along the highway at night 
need not carry a light.

It seems fitting to mark our 
110th anniversary by launching 
multiple digital formats of the 
magazine (see pages 9 and 
22). We may have come some 
way in our thinking, coverage 
and delivery channels, but the 
magazine’s obligation to its 
readers remains the same: to 
offer impactful and compelling 

coverage of key business 
issues affecting finance 
professionals. 
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