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career in accountancy, fi nance and 
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throughout their careers, providing 
services through a network of 95 
offi ces and active centres.  
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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

Corporate governance moves up the agenda in Asia

Asia’s complex company 
ownership structures 
have long made the 
implementation of corporate 
governance a challenge. A 

study by the investment professionals organisation CFA Institute 
identifi ed three models of ownership in Asia: state-owned 
enterprise, family dynasty and family-controlled conglomerate.  

Their unique scenarios determine the effectiveness of 
corporate governance principles, which have often been at 
odds with the interests of family owners. Yet a renewed focus 
on reform via the revised G20/OECD Principles of Corporate 
Governance has improved take-up in Asia. In our main feature on 
page 16, we look at how businesses are embracing the principles 
while also encountering diffi culties in enforcement.

This year’s ACCA President’s Debate in Malaysia was the fi rst 
held beyond Europe, and looked at how the ASEAN Economic 
Community differs from the European Union. ACCA president 
Datuk Alexandra Chin highlighted the need for economic 
communities to learn from each other; you can read her comment 
on page 22, along with an overview of the debate on page 56.

As the presidential nomination process reaches fever pitch in 
the US, we consider how Democratic frontrunner Hillary Clinton 
has set quarterly reporting or ‘quarterly capitalism’ in her sights 
(page 24). The former senator believes short-termism is hindering 
the sustainability of long-term projects. Does she have a point? 

In this month’s big interview, we hear from UK-based NFL 
International fi nance director Scott Barwick FCCA. American 
football has grown into a global phenomenon, and Barwick 
explains how media, sponsorship and licensing are key to its 
success (page 12). 

Finally, it has been a year since we launched the app versions 
of AB, and one year on we have made some enhancements to 
the design and functionality. If you haven’t already downloaded 
the app for on-the-go reading, you can join the 27,000-plus 
members who are already enjoying AB online. We are also 
keen to have your feedback about AB. Please let us know your 
views, via our online questionnaire, by 23 May. It takes around 10 
minutes to complete and you could win an iPad in the free prize 
draw. Visit accaglobal.com/absurvey.

Colette Steckel, Asia editor, colette.steckel@accaglobal.com
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▲ Panama exposed
Following the leak 
from law firm Mossack 
Fonseca, president 
Juan Carlos Varela 
has committed to 
overhauling Panama’s 
offshore financial industry

▲ Under pressure
While students register 
at a Tokyo job fair, 
Japan is seeing a 
record number of 
compensation claims 
related to death from 
overwork, or ‘karoshi’ 

► Top role
Bob Moritz will be 
PwC’s global chairman 
from 1 July. Currently 
chairman of PwC US, 
Moritz joined the firm 
in 1985 and became a 
partner in 1995

▲ Time to act
Speaking at the G20 
conference in Shanghai, 
China, Christine Lagarde, 
International Monetary 
Fund managing director, 
urged members to make 
structural reforms

6 News | Pictures
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▼ Wrong footed
FC Barcelona forward 
Neymar was found guilty 
of tax evasion by a court 
in Brazil and ordered 
to pay US$53m. The 
Brazilian footballer is 
expected to appeal

▼ Crunch time
A UK exit from the 
European Union would 
be bad for the British, 
European and world 
economies, US treasury 
secretary Jacob Lew 
has warned

◄ New dawn
Aung San Suu Kyi has 
been appointed to 
the powerful new role 
of Myanmar’s state 
adviser. The military-era 
constitution bars her 
from the presidency
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News roundup
This issue’s stories and infographics from across the Asia-Pacifi c region, as well as a 
look at the latest developments affecting the fi nance profession around the world

Excellence encouraged
EY has launched four new 
centres of excellence in 
Singapore to expand the 
network’s service offering 
in the Asia-Pacifi c region. 
Specialising in digital business 
transformation strategy, 
cybersecurity, analytics and 
manufacturing, the four 
centres will be connected 
to EY’s global team of more 
than 43,000 professionals 
worldwide to deliver a 
seamless, global experience 
for clients. Kelvin Wong, 
assistant managing director 
at the Singapore Economic 
Development Board, said the 
four centres would further 
consolidate Singapore’s 
position as a hub of subject-
matter focus and capabilities 
that can address the complex 

needs of business leaders in 
the region. 

Fintechs flourish
Global investment into 
venture capital (VC)-backed 
Fintech startups hit a record 
high in 2015, of which China 
accounted for almost one-fi fth 
of the total value, a recent 
KPMG report has found. Of 
the total US$19.1bn attracted 
to the sector in 2015, 
US$13.8bn was invested into 
VC-backed Fintech companies 
– a 106% jump compared with 
2014 and a record year for VC-
backed Fintech investment. 
China’s Fintech investment, 
up from US$619m in 2014 
to almost US$2.7bn in 2015, 
was attributed to a number 
of mega deals valued over 
US$100m each. Major cities 

including Beijing, Shanghai 
and Shenzhen recorded a 
number of deals, indicating 
that Fintech hubs are likely 
to expand across China, 
James Mckeogh, partner 
at KPMG China, said. ‘The 
spike in investment activities 
in China is fuelled by the 
large market it represents; 
it has a huge appetite 
for innovative products, 
supported by the rapid pace 
of technology development.’

Working longer
From 2017, China will 
gradually raise the statutory 
retirement age as an ageing 
population and shrinking 
workforce begins to bite. 
An offi cial said that the 
government ‘could learn 
from fl exible retirement 

policies in other countries’ 
as it moves from the current 
retirement age of 60 for men, 
55 for female white-collar 
workers and 50 for female 
blue-collar employees. 
‘The plan is likely to be 
implemented in 2022 after a 
fi ve-year transitional period,’ 
China News Service quoted 
Jin Weigang, a researcher 
with the ministry of human 
resources and social security, 
as saying. China’s population 
of people aged between 16 
and 60 fell by 4.87 million to 
911 million in 2015, the fourth 
consecutive year of decline, 
offi cial data shows. 

Push for reform
China is not the only economy 
in need of structural reforms, 
International Monetary 
Fund managing director 
Christine Lagarde remarked 
at the recent G20 meeting 
in Shanghai. In fact, she 
said, structural reforms are 
fundamental for the success of 
every G20 economy. However, 
China’s ‘necessary transition 
to a more balanced growth 
model’ has added to current 
market volatility given the 
disappointing state of the 
global recovery. ‘All this has 
unsettled fi nancial markets, 
which in turn depresses 
consumer and investor 
sentiment,’ Lagarde said. ‘In 
this fragile environment, we 
need urgent action not only 
to boost economic potential 
but also to boost confi dence 
about the recovery and near-
term growth.’

Zombies under threat
An estimated 5 million to 6 
million workers could lose 
their jobs over the next 

China leads the way on VAT 

China will be among the fi rst countries 
in the world to apply a value-added tax 
(VAT) broadly to the fi nancial sector. This 
will be part of the nation’s transition from 
a business tax to a more modern system, 
announced by Premier Li Keqiang in 
March. Lachlan Wolfers, KPMG China 
head of indirect taxes, described the 
change as a ‘signifi cant and positive 
development’, which will give China one 
of the most progressive VAT systems in 
the world. It also aims to make tax evasion 
more diffi cult. Starting from 1 May, the 
scope of work to pilot the measure will be 
extended to the construction, real estate, 
fi nancial and consumer service industries. 
VAT deductions will cover all new immovable property of enterprises to ensure that the tax 
burdens on all industries are reduced, Premier Li added during the 12th National People’s 
Congress. KPMG believes that there are only one or two relatively small economies in the 
world that have even tried to apply VAT to fi nancial services. While there will inevitably be 
some short-term challenges to businesses in getting ready for the transition to VAT, over 
time the adoption of a more modern system will benefi t the economy as a whole, said Khoon 
Ming Ho, partner and head of tax at KPMG China.
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three years as China culls 
its unprofi table ‘zombie’ 
companies – the most 
signifi cant jobs shedding 
within state-owned 
enterprises since restructuring 
of the sector began in 
1998. Beijing is reportedly 
planning to spend RMB150bn 
(US$23bn) to cover layoffs 
in the coal and steel sectors 
alone during that period, 
according to Reuters, citing 
unnamed sources. China’s 
state sector still employed 
around 37 million people 
in 2013 and accounts for 
around 40% of national 
industrial output. 

Beyond the bottom line
Technological advances, 
resource scarcity and climate 
change will dominate 
stakeholder expectation 
of businesses in China 
over the next fi ve years, 
followed by urbanisation 
and demographic shifts, 

Accountants) and ACCA. 
Cybersecurity – Fighting 
Crime’s Enfant Terrible, is 
an assessment of the cyber-
threat landscape across the 
globe, tracks current and 
future cybersecurity trends, 
and highlights particular areas 
that are likely to have a direct 
impact on the future of the 
accountancy profession. Faye 
Chua, ACCA’s head of business 
insights, said the research 
exposed myriad weaknesses 
within cybersecurity, now being 
perpetrated by ‘a rogue’s 
gallery of hostile nation states, 
digitally enabled terrorists, 
conniving competitors, 
organised crime syndicates, 
hacktivists and even the odd 
disgruntled employee’. Read 
the report at bit.ly/acca-cyber.

Partners are key
The future of the Association 
of Southeast Asian Nations 
(ASEAN) and its continuous 
sustainability lies in the 

according to PwC’s 19th 
Annual Global CEO Survey. 
The research confi rms that 
executives in China are 
dealing with increasing 
demands beyond not only 
fi nancial results but also in 
terms of their fi rms’ corporate 
strategy and inclusion of 
important partners such as 
customers and suppliers 
in that conversation. 
Executives are responding 
with resilient strategies to 
interact with stakeholders 
and cultivate new commercial 
opportunities, the study 
found, with technology and 
innovation a key strategy. 

Cyber threat grows 
Cybersecurity is growing too 
dangerous and powerful to 
ignore, and a head-in-the-
sand attitude to this once 
nascent, now pervasive 
threat is no longer an option, 
according to a study by IMA 
(Institute of Management 

strength of partnerships, 
Tan Sri Zeti Akhtar Aziz, 
the outgoing governor of 
Bank Negara Malaysia, told 
delegates at the Wharton 
University of Pennsylvania 
Global Forum – Kuala 
Lumpur 2016. To date, Zeti 
noted, these efforts have 
culminated in the launch 
of the ASEAN Economic 
Community in 2015. In a 
global landscape that is 
constantly evolving, uncertain 
and complex, building 
effective, smart partnerships 
has ‘become imperative 
for the common goals that 
ASEAN wants to achieve’. 

Spend to survive
CFOs in Singapore are ready to 
spend more on their businesses 
just to stay competititve this 
year, the latest American 
Express/CFO Research Global 
Business and Spending 
Monitor has found. Only 
60% of fi nance executives » 

To take 
part in the 
Accounting 

and Business 
reader survey, visit 
accaglobal.com/
absurvey by 23 May

Enter our reader 
survey for a chance 
of winning one of 
two iPads

Two lucky winners will be 
drawn at random from survey 
participants and receive an 
Apple iPad

Tell us what you think of AB magazine!
Help us give you the best possible magazine for ACCA members by taking part in 
our short reader survey. We’ll use your views to shape our future content
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expect the economy to grow 
‘modestly to substantially’ 
in 2016, down from 70% in 
2015 and 82% in 2014. Some 
24% expect the economy to 
contract modestly, up from 
13% in 2015 and 3% in 2014. 
‘The outlook is becoming 
increasing challenging,’ said 
Nigel Fox, vice president and 
general manager of global 
corporate payments for 
Singapore, American Express. 
‘Business leaders are citing 
possible changes to regulation 
and currency exchange rates 
as the most likely factors 
to slow their company’s 
growth in 2016. While they 
are still planning to increase 
investment, the majority say 
they need to invest more just 
to remain competitive in 2016.’

Lofty goal
Shanghai aspires to become 
one of the world’s top fi nancial 
centres by 2020 through 
further opening up and 

fi nancial innovations, Zheng 
Yang, director of the Shanghai 
Financial Service Offi ce, 
told a news conference, 
stressing a focus on renminbi-
denominated fi nancial 
products and building a 
strong capacity to deploy 
fi nancial resources. Zheng 
said the next fi ve years will 
be a key stage for Shanghai 
to fulfi l the goal of becoming 
an international fi nancial hub, 
and the city will strengthen 
fi nancial services to support 
the country’s supply-side 
reforms. Shanghai’s ‘ fi nancial 
sector has seen fast growth 
and has become a major 
driver of the Chinese city’s 
economic development. 

Promoting women
Grant Thornton research 
reveals a slight uptick of 
women in senior management 
positions globally, from 
22% to 26%, but 31% of 
businesses still do not 

have women in leadership 
positions in Malaysia. Dato’ 
NK Jasani, country managing 
partner, said that although 
the gender gap had been 
shrinking every year since 
2012, Malaysia’s numbers 
are still the lowest among 
Association of Southeast 
Asian Nations (ASEAN) 
countries. Noting that at 
Grant Thornton Malaysia 
35% of senior management 
positions are held by women, 
he urged other businesses in 
Malaysia to explore initiatives 
launched by the government 
to elevate women to senior 
management. ‘Despite the 
prime minister’s call to see 
women making up 30% 
of the boards of all public 
companies, the survey results 
clearly show that we are still 
lacking women in leadership.’

East heads West
Chinese investment fl ows 
into the US reached a 

record US$15.7bn in 2015, 
up 30% from 2014. Mergers 
and acquisitions (M&A) 
activity was particularly 
strong, with 103 deals 
worth US$14bn. Greenfi eld 
investment also reached an 
all-time high of US$1.8bn, 
as several projects with 
large capex broke ground or 
made signifi cant progress, 
according to Rhodium Group. 
The industry composition 
of Chinese foreign direct 
investment in the US also 
became considerably more 
diverse last year, spreading 
across a wide range of 
sectors. The biggest 
industries were real estate, 
fi nancial services, ICT, autos, 
health and biotech, and 
entertainment. Around two-
thirds of total investment 
(64%) went into services, up 
from just 14% in 2009. ■

Compiled by Peta Tomlinson, 
journalist

Costing the earth: the economic impact of global disasters 

Source: Swiss Re Economic Research & Consulting and Cat Perils

Insured losses Economic losses

Region Number Victims % US$bn % US$bn  %

North America 51 278 1.1% 17.3 47.1% 28.6 31.2%

Latin America and Caribbean 25 746 2.8% 3.2 8.7% 7.5 8.2%

Europe 41 2,612 9.9% 6.2 17.0% 12.6 13.7%

Africa 49 3,431 13.0% 0.0 0.1% 1.2 1.3%

Asia 159 18,916 71.8% 7.0 19.0% 37.7 41.1%

Oceania/Australia 13 57 0.2% 2.1 5.7% 3.0 3.3%

Seas/space 15 319 1.2% 0.9 2.4% 1.1 1.2%

World 353 26,359 100.0% 37 100.0% 92 100.0%

Last year saw 353 disasters globally, including a record 198 that were natural, according to a new report by Swiss Re. Winter 
storms in the US, along with floods and tropical cyclones, caused the highest insured losses in 2015. In Asia, the explosions in 
Tianjin, China and major storms caused the biggest insured losses in the region, while the Nepal earthquake claimed the most 
lives and caused the highest economic loss. 
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‘The international 
games are big 

events with 
high levels of 

investment, so we 
need to be sure 
we understand 
our exposures’
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Game changer
NFL International finance director Scott Barwick FCCA is riding the wave of popularity 
being enjoyed by American football as he helps expand the sport beyond its native shores

challenges for Barwick and the finance team. ‘Mexico is a great 
example of why I love my job,’ he says. ‘We had been talking 
about the possibility of a Mexico game for a couple of years and 
then all of a sudden it became a reality.

‘What we needed to do on the finance side was to build a tax 
infrastructure that gave the commercial team in Mexico certainty 
in their decision-making. The international games are big events 
with high levels of investment, so we need to be sure that we 
fully understand our exposure to withholding taxes, VAT and tax 
residency issues. It is a really interesting challenge made easier 
by our experiences in the UK,’ says Barwick.

Moving up the league
Barwick’s first job at the NFL was as financial controller of the 
London Monarchs, an American football team competing in the 
European league. ‘We were responsible for running games at the 
grounds of Tottenham Hotspur and Chelsea football clubs. We 
also housed the 70-strong team of players and staff at the Crystal 
Palace National Sports Centre for 10 weeks. This role taught me 
the importance of communicating with different departments 
to ensure that the finance team were able to put in place the 
necessary controls over expenditure and cash.’ 

The controls didn’t always work. Barwick recalls the players 
buying a cheap telephone handset, plugging it into the hotel fax 
line and then taking it in turns to call home to the US, racking up 
thousands of pounds in call charges over the 10 weeks.

He then moved into the role of finance director for NFL 
Europe, which gave him responsibility over a group of » 

The US National Football League (NFL)’s Super Bowl 
is among the biggest sporting events in the world; 
in the US alone 170 million viewers tuned in to see 

the Denver Broncos beat the Carolina Panthers earlier this 
year in the 50th championship game. The razzmatazz has 
also extended over the years to the pre-game and half-time 
entertainment. This year Lady Gaga sang the national anthem 
and Coldplay entertained the fans at half time.

Unsurprisingly, commercial revenues for the event are massive. 
It costs US$5m to place a 30-second advert during the event. The 
costs are understandable when you consider that nine of the top 
10 highest-rated TV shows ever are broadcasts of Super Bowls.

Self-confessed sports fan and NFL International finance 
director Scott Barwick is charged with ensuring that the NFL is in a 
position to transplant its phenomenal popularity in the US to other 
parts of the globe. A clue to the markets that the NFL currently 
sees as priorities can be found in the location of its overseas 
offices – the UK, Canada, Mexico and China.

‘NFL International is responsible for all of the NFL’s business 
outside of the US,’ says Barwick. ‘It is one organisation across the 
four locations.’

During the 1980s, American football enjoyed unprecedented 
success in the UK, largely thanks to Channel 4, which was the first 
channel to broadcast NFL games on terrestrial television. Like 
many people growing up in the UK during the 1980s, 47-year-old 
Barwick became hooked on American football through the TV 
coverage at a time when Americana was all the rage in Britain.

The UK is now seen as a key market to increase the popularity 
and revenues of the sport overseas. London’s Wembley Stadium 
has hosted sell-out NFL games since the Miami Dolphins met the 
New York Giants there in 2007. The popularity of the sport has 
seen the number of games played at the stadium rise to three 
per year in 2014 and 2015, and the NFL has now struck a five-year 
deal with Wembley that will see two games played in the stadium 
each year until 2020. 

The NFL has also sealed a deal to play three games over the 
next three years at the home of rugby union, Twickenham, and 
has already sold 40,000 season tickets across the 2016 games. 
‘We are very pleased with the fans’ positive response to playing 
at Twickenham and also that they have embraced the NFL playing 
games across two stadiums, as this is going to be the norm for us. 
So 2016 will be an important year for the UK office. We need to 
ensure that our staff have the appropriate support and resources 
to successfully execute the events. It is a big challenge.’

In Mexico, the NFL has agreed a deal to play three overseas 
matches starting this autumn, which has brought a different set of 

2009 
Finance director of NFL International 

2006 
Finance director of NFL UK 

1998 
Finance director of NFL Europe

1996 
Financial controller of London Monarchs 

1996
Attained the ACCA Qualification while at Oxford-based 
accountancy practice Edmund Gibbs
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planning and analysis, tax and so on. This is a great help when it 
comes to projects like the Mexico game,’ he says.

Barwick (who was also finance director of NFL UK before 
taking on his current role) is part of small team based in the 
London office, which includes the international financial controller, 
a management accountant for the London games and a trainee 
who looks after the UK office bookkeeping. The business also has 
an accountant in each of the other territories – Canada, China 
and Mexico – plus a share of one of the heads in the New York 
controller’s office.

 The London-based team has been together for two years. 
It manages the territory offices and the relationships with the 
New York finance team, and also services the needs of the 
international commercial teams.

‘All of the team members have slightly different skillsets, 
which means that we complement each other well. That’s 
important because we need a broad knowledge base, including 
audit, management accounting, Excel modelling, systems and so 
on, to help us manage the growing business,’ says Barwick.

‘I’m only able to be successful in my role if I have a strong 
team that is well respected across the business. Part of my 
role is to ensure that my team is well supported and that each 

companies and also exposure to an international business 
landscape. ‘I was able to gain a lot of experience in both these 
areas, which allowed me to be effective in my current role. 
Gaining international exposure is something that can place 
you in a strong position for future roles. We often look for 
international experience when we hire,’ he says.

Barwick adds that the NFL and many US companies attach  
great importance to education and training, and the ACCA 
Qualification is one of those they look for, along with MBAs and 
the legal exams. ‘The ACCA training, both through the exams 
and work experience, provides you with a really sound basis to 
approach problems and for decision-making. From there you can 
build up your industry-specific skills.’

Team tactics
As a standalone operation NFL International has revenues of 
US$300m a year and is primarily a media business, but it also 
drives revenue from live games and intellectual property, such as 
licensing and sponsorship. 

‘The international finance team is an extension of the US 
finance team, allowing us the benefit of being able to tap into 
US resources, including the financial controller’s office, financial 
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Basics Tips

new fans can find us. What we are doing here hasn’t been 
done before, so it is difficult to define the pathway we are 
taking,’ Barwick says.

As a result, a big part of the company focus is on digital and 
social media. Last year, the Jacksonville Jaguars versus Buffalo Bills 
game was the first to be streamed globally by Yahoo. And only last 
month, in a deal worth a reported US$10m, NFL sold Twitter the 
digital rights to stream NFL games on Thursday nights – free to 
view – which seems a canny brand tie-in given the amount of noise 
on Twitter during the games. Creating more digital content and 
driving that content through social media networks is essential to 
the business, as more fans are accessing sport that way.

There has also been much speculation as to whether a US 
franchise will make a permanent move to the UK, with the 
Jacksonville Jaguars often linked to London. ‘Our job is to build 
up the UK market so that it is attractive for an owner, should 
they decide to relocate here. The recent success in the UK has 
opened the door to the possibility of a franchise, but there are 
many other important factors to consider: scheduling of games, 
team travel and logistics, player taxation – the list is long. A 
new franchise would only be successful if it could compete on 
the field of play and have an equal chance of winning the Super 
Bowl. That said, it’s only nine years ago that we were planning 
the first game in Wembley.’

However, one idea that remains a bridge too far is the idea 
of hosting a Super Bowl outside the US. ‘It is a natural question. 
I have no doubt that the UK fans would make it a great success, 
but you have to remember the Super Bowl is such an important 
event in the US. Giving that up is possibly a step too far.’

No doubt British fans will continue to enjoy the razzmatazz 
and glamour of the event on their screens, and they can comfort 
themselves with the knowledge that a growing number of 
matches will be played in London. ■

Alex Miller, journalist

member is able to develop their role within the business.’ 
Barwick reports to the NFL’s head of operations in the US 

and spends much of his time working with the commercial 
side of the business. The NFL parent company is owned 
by the 32 partners – the franchises – and is in an enviable 
position compared to other sports, as all revenues from media, 
sponsorship and licensing are shared. ‘The revenues from 
across the business are shared under the collective bargaining 
agreement,’ explains Barwick. ‘A percentage of the shared 
revenue is then allocated to a salary cap, giving each team the 
same amount of money to spend on players. This creates a 
financial parity that translates to the field of play. Teams are able 
to compete on a level playing field, resulting in nine different 
Super Bowl winners in the last 10 years.’

Broadening the field
While the NFL International business has grown year on 
year since its inception in 2008, the next five years will be a 
pivotal period. ‘In my in-tray is a newly submitted five-year plan. 
It is all about growth and development into new territories. 
Germany is interesting, and there are plenty of things we want to 
do in China. We are also looking to scale up our activity in many 
markets. Mexico is a microcosm of what we want to achieve. 

‘The five-year plan is about growth,’ Barwick continues. ‘Our 
international business model starts with growing fans. We want to 
deepen our engagement with them in order to add value to the 
league and the 32 clubs. How do we do this? Individuals become 
fans of an NFL team for different reasons. They may have a friend 
that supports a team; they may go on holiday to an NFL city or 
become a fan of the Super Bowl winners. 

‘Younger fans now consume entertainment differently; 
my daughters spend most of their viewing time on the 
internet or YouTube and rarely watch TV. For a media-driven 
sports business, it is important for us to be ahead of how 
fans digest media so that we can place our products where 

1,858
NFL employees

US$22m
Highest annual player salary – Aaron 
Rodgers, Green Bay Packers 

US$7.4bn
Average annual revenue shared by the 32 NFL franchises

US$12bn
NFL revenues (2014–15)

US$1bn 
NFL profit (2014–15)

Sources: Various

* ‘No one achieves anything without 
a strong team. Ensure that the 
development of your team and 
the individuals within it is one of 
your key priorities. We look at our 
team in the same way the football 
teams do – it’s about teamwork, 
people and respect. We bring that in-house.’

* ‘Know your numbers and what the key drivers of 
those numbers are.’

* ‘You must be able to tell a story of where the 
business is today and where it is going. It’s important 
to know what risks and opportunities exist across 
your business. Encourage staff and have an always-
open-door policy.’
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Matters of principle
With their unique ownership structures and more relaxed regulatory environment, Asian 
companies are facing up to the challenges of improving corporate governance

the Centre for Asian and Pacific Law at the University of Sydney: 
‘RPTs will always be an issue in Asia because of the way boards 
are structured,’ she says. ‘The problem is how you liberate the 
board’s [decision-making] from the majority stakeholders when 
this is a family who are operating in their own interests.’

‘Long-term future’
Yet increasing attention is being given to corporate governance 
in South-East Asia and often from surprising quarters, according 
to Irving Low, partner and head of risk consulting at KPMG 
Singapore. ‘I know of one Thai business that has been taken 
over by the head of a wealthy family who is very focused on 
good corporate governance because there is a corollary for 
him between good governance and the long-term future of 
his corporation,’ he says, adding that this approach resonates 
throughout the region. ‘Heads of family dynasties that control 
Asian corporations believe that if corporate governance is 
good, then their children will have a framework that will ensure 
the corporation will pass onto the next generation and be a 
sustainable entity. When children are not automatically entitled 
to a business, this makes the business sustainable, and this is a 
common sentiment I have heard.’ 

A 2014 study by ACCA and KPMG on corporate governance 
codes showed that 16 out of the 25 markets studied (the majority 
of which were in the Asia-Pacific region) have aligned their 
country codes with more than 80% of OECD-related principles. 
Notable exceptions were Brunei, Laos and Myanmar that did not 
have any requirements in place – nor, in Brunei and Myanmar, 

a stock exchange (Yangon Stock 
Exchange opened in December).

Bath says that improving corporate 
governance through standards such 
as the G20/OECD principles should 
always be encouraged, although 
implementation was a challenge 
throughout the Asia-Pacific region, 
despite the best efforts of regulators. 
‘Even in Australia, we have had events 
like the HIH collapse [the infamous 
AU$5.3bn collapse of the insurance 
company in 2001], which led to a 
comprehensive rethink of Australian 
regulation and legislation,’ she says. 
‘The principles are valuable but 
are ultimately only as good as their 
implementation.’

If there is one region in the world that could benefit from 
a rationalisation of corporate governance structure, it is 
surely Asia, with its shifting sands of complex company 

ownership structures. Globalisation has only increased the 
size of subsidiary/parent relationship webs and has helped 
prompt the release in November 2015 of an updated version 
of the G20/OECD Principles on Corporate Governance. Many 
major events have occurred since they were last revised in 
2004, not least the global financial crisis and the long, hard 
look in the corporate governance mirror that followed.

These principles have no legally binding status. Rather, they 
are a framework for regulators in independent jurisdictions with 
the ultimate aim of building investor trust and healthy growth in 
capital markets – an important issue among sovereignty-minded 
Asian countries. The revised edition maintains large tracts and 
the core values of the 2004 text with additions that include a 
new chapter pulling together the 2004 principles on institutional 
investors, stock markets and intermediaries, additional focus on 
disclosure at all levels of the investment chain, and tighter rules 
around ‘related-party transactions’ (RPTs).

The focus on RPTs includes the obligation for jurisdictions to 
apply a broad but precise definition of what constitutes a related 
party as well as rules to efficiently approve legitimate transactions 
between entities, minimising negative potential. ‘The challenge 
of related-party transactions is due to their complexities,’ says Jo 
Iwasaki, ACCA’s head of corporate governance.

This is especially relevant regarding the ownership structures 
of Asian corporations. A study by investment professionals 
organisation the CFA Institute has 
identified three predominant models 
of ownership in Asia: state-owned 
enterprises (best illustrated in China 
where the central government has 
a controlling interest in many key 
corporations); the vertical holding 
company ruled by a family dynasty 
(common throughout Asia but typical 
of Hong Kong conglomerates); and 
the circular ownership model seen 
in South Korean ‘chaebols’, where 
family-controlled conglomerates 
oversee subsidiaries that own shares in 
each other.

Accounting for minority shareholder 
rights in such scenarios is inevitably 
fraught, says Vivienne Bath, director of 

‘Corporate 
governance is not 
one size fits all. It 
should be on the 

basis of principles 
rather than being 

prescriptive’
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There is, however, an upside to corporate governance 
flexibility within the region. ‘Where there are fewer rules and 
lesser degrees of knowledge in Asia it is easier for good 
corporate governance to flourish, because the environment is 
more flexible,’ Loh says. ‘Corporate governance is not one size 
fits all. It should be on the basis of principles rather than being 
prescriptive. The challenge is when you make it mandatory and 
about ticking a box, instead of about principles’.

Meanwhile, analytical tools to monitor progress are becoming 
increasingly sophisticated. The Association of Southeast Asian 
Nations (ASEAN) corporate governance scorecard, for example, 
an initiative of the ASEAN Capital Markets Forum, is forensic in 
its detail. While the 2014-2015 scorecard is due for release later 
in 2016, the 2013-2014 scorecard assessed public company data 
from 529 publicly listed companies across six ASEAN jurisdictions – 
Indonesia, Malaysia, Philippines, Singapore, Thailand and Vietnam – 
against the G20/OECD principles. The report card compared scores 
on 209 questions in five areas: rights of shareholders; treatment 
of shareholders; disclosure and transparency; responsibilities of 
the board; and the role of stakeholders from 2012-13. Thailand 
scored the highest overall in mean rankings, followed closely by 
Malaysia and Singapore, while Indonesia stood the middle ground 
and Vietnam came last. The greatest gains could be seen in 
transparency and disclosure outcomes although several jurisdictions 
continued to demonstrate poor communication with shareholders, 
such as inadequate reporting of voting outcomes, minutes and 
attendance at annual general meetings (AGMs).

An analysis of 2014 scorecard data published in 2015 by 
Lawrence Loh of the National University of Singapore’s NUS 
Business School found that even in wealthy Singapore, where 
well-defined corporate governance frameworks are in place, 
a mere eight out of 100 Singaporean companies conducted 
an annual review of the performance of the CEO or managing 
director, and only 18 out of 100 companies had the minutes of 
the AGM available on the company website.

Structural challenges
Next door, Indonesia is an example of an Asian jurisdiction 
that has embraced the G20/OECD principles but is grappling 
with significant structural challenges to implementation. 
The first edition of the Indonesian Corporate Governance 
Manual was published in 2014 as a joint project between 
the newly established national financial services authority 
Otoritas Jasa Keuangan (OJK) and the International Finance 
Corporation (IFC), of the World Bank. It draws heavily on 
the G20/OECD principles as the touchstone of Indonesia’s 
own corporate governance code, but inexperienced and 
inadequate corporate bodies and unwieldy holding structures 
characteristic of the sector are holding back progress, the 
publication points out. 

Low says that although the OJK might write the rules 
in Indonesia, the dominance of state-owned enterprises, 
multinationals and financial institutions (with their own sets of 
standards) in the corporate mix means that the G20/OECD » 
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principles are difficult to enforce – a problem that needs to be 
addressed to make sure corporate governance guidance is not 
seen as a toothless tiger. ‘I would like to see it incumbent on 
directors [not only in Indonesia] to take more responsibility for 
how and when governance issues are followed through,’ he adds.

A US$1.5m Asian Development Bank project launched last 
year is providing technical assistance to Indonesian regulators, 
and has recommended that capacity development of the OJK 
be given priority in order to deepen the financial market and 
improve access to financial services. Despite being one of the 
most populous nations in Asia, Indonesia’s financial sector has 
seen limited growth, with bank credit, market capitalisation 
and bonds representing 103% of GDP in 2013, as compared 
with 194% for the Philippines and more than 300% for Malaysia, 
Singapore and Thailand, according to project report data. Reform 
is a priority if the country is to attract more capital investment; the 
most recent revision of its investment controls list, announced in 
February 2016, should see 100% foreign ownership allowed in 35 
sectors where overseas control was limited – including tourism, 
raw materials and toll road operators. ■

Lee Adendorff, journalist

The G20/OECD principles

The revised G20/OECD Principles of Corporate 
Governance were endorsed at the G20 leaders’ summit 
in Antayla, Turkey on 16 November 2015. Originally 
published in 1999, the principles underwent a wide-
ranging review in 2013, partly in response to corporate 
governance failures during the global financial crisis. While 
they are non-binding, the principles form a framework for 
financial regulatory and monitoring entities.

Many national bodies made submissions to the review 
and key international organisations such as the Basel 
Committee on Banking Supervision, the Financial Stability 
Board and the World Bank participated in the revision.

The 2015 principles are a series of recommendations 
divided into six chapters:

* ensuring the basis for an effective corporate 
governance framework

* the rights and equitable treatment of shareholders and 
key ownership functions

* institutional investors, stock markets and other 
intermediaries

* the role of stakeholders

* disclosure and transparency

* the responsibilities of the board.

For more information:

Download the ACCA-KPMG report, Balancing Rules and 
Flexibility, at bit.ly/ACCA-KPMG

◄ Could do better
Ho Chi Minh City, 
Vietnam. The most 
recent ASEAN corporate 
governance scorecard 
put the country in 
bottom place
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A whale of a tale
Public opinion can be a powerful force, as SeaWorld Entertainment learnt to its 
cost in the wake of the release of the documentary film Blackfish, says Errol Oh

This is a whale of tale – a cautionary 
tale, to be exact. It is the story of what 
can happen when big business collides 
with a groundswell of public opposition. 

There was a time when in these 
circumstances you would bet on 
the corporation coming out on top, 
sometimes thanks to its deep pockets. 
But these days, that outcome is far from 
guaranteed. Anti-corporate sentiment 
is rising and so is our sense that we are 
sliding towards global catastrophe despite 
the warning signs from Mother Nature.

Our story plays out against this 
background. It is about how an 
impassioned and compelling piece 
of filmmaking helped to bring about 
change at a large corporation. The 
documentary in question, Blackfish, 
released in 2013, investigates the effects 
of capitivity on killer whales, and focuses 
on a male performing orca named 
Tilikum, kept by SeaWorld Entertainment 
at a sea-park in Florida. 

The film alleges that Tilikum has been 
involved in the deaths of three people 
and that his life in captivity has shaped 
his nature. The latest incident took 
place in 2010 at the SeaWorld park in 
Orlando, where Tilikum pulled a trainer 
into the water and refused to release 
her. It was not disputed that the orca was 
responsible for this death. 

Blackfish portrays the sea-park industry 
as exploitative, duplicitous and callous. 
SeaWorld has responded that Blackfish 
is ‘propaganda’ and not objective, and 
countered the movie with information that 
included an analysis offering ‘69 reasons 
why you shouldn’t believe Blackfish’.

However, the corporation’s responses 
were not enough to turn back public 
opinion. In March this year, the New York 
Stock Exchange-listed theme park and 
entertainment company announced it 
would no longer breed orcas, having 
previously said it would also phase out its 
theatrical orca shows, replacing them with 
an ‘all-new orca experience focused on 
the natural setting’.

It is a radical step for a business 
that has turned Shamu, the name of its 

most famous orca, into a brand. But it 
is a necessary one because SeaWorld 
has found itself swimming against 
the tide. As CEO Joel Manby has 
explained, society’s attitudes to orcas 
in human care have changed. And that 
has dampened park attendance, the 
company’s lifeblood.

In explaining quarterly results in 
2014 and 2015, SeaWorld attributed 
soft attendance figures in part to ‘recent 
media attention surrounding proposed 
legislation in the state of California’, 
‘negative media attention in California’ 
and ‘brand challenges’.

The proposed legislation referred to, 
known as the Orca Welfare and Safety 
Act, sought to outlaw captive breeding of 
orcas in the state, as well as their use in 
performance-based entertainment.

When California lawmaker Richard 
Bloom introduced the legislation – 
subsequently dubbed the Blackfish Bill – at 
a press conference in March 2014, he was 
accompanied by Gabriela Cowperthwaite, 
the director-producer of Blackfish. The bill 
did not progress far through the legislative 
process, but the sentiments behind it had a 
momentum of their own and people began 
to think twice about attending orca shows.

Following SeaWorld’s change of 
practice, Bloom said he planned to 
reintroduce the legislation.

Just as there is an art to shaping 
public opinion, it takes wisdom, 
foresight, empathy and a bit of humility 
to know when and how to defer to public 
opinion. SeaWorld has learnt this valuable 
lesson the hard way, and, hopefully, the 
world is a better place for it. ■

Errol Oh is executive 
editor of The Star 
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The revolution is real
The fintech revolution will bring big changes to corporate financial management, 
providing opportunities to unlock value and make better use of cash, says Cesar Bacani

Is there a fintech – financial technology – 
revolution going on in Asia? And if so, what 
does it mean for finance professionals? 
We recently wrote about fintech in CFO 
Innovation, exploring these internet-
enabled platforms that offer alternatives 
to banks and other established players in 
payments, business lending, insurance, 
market money funds and other services.

Our conclusion: yes, it is real, and 
fintech can have a significant impact on 
corporate financial management. ‘CFOs 
will do well to study the nascent fintech 
pioneers not only for fund-raising,’ we 
wrote, ‘but also to find more options for 
unlocking hidden value in the balance 
sheet and better utilising cash, as well as 
stopping the “leakage” which comes from 
clunky and inefficient systems.’ 

In a recent ACCA-supported study, 

Harnessing Potential: Asia-Pacific Alternative 
Financing Benchmarking Report, researchers 
found that the region’s market for alternative 
finance services reached US$103bn in 2015 
– up 323% from 2014, with most transactions 
in China. That is nothing compared with 
traditional services – according to data 
from the Asian Development Bank, 
corporates raised US$16.3 trillion in the 
region’s local-currency bond markets alone 
last year. However, wrote researcher Kong 
Ying of Tsinghua University, ‘Services like 
crowdfunding, online payments, web-based 
credit analytics and peer-to-peer lending 
are expanding their reach into all sectors’.

Should you jump on this bandwagon? 
It certainly would not hurt to study what 
is on offer. In my view, the following 
alternative providers are worth looking 
into, particularly the analytics providers that 

promise faster, cheaper and easier ways to 
crunch data to produce business insights.

* Marketplace/peer-to-peer business 
lending. Companies can tap individuals 
and institutions for loans through an 
internet platform like Lufax in China, 
Capital Match in Singapore and 
GoLend.hk in Hong Kong.

* Balance sheet business lending. The 
internet portal extends a loan to a 
company on the basis of its online 
behaviour, transactions and business 
data. The providers include Kabbage 
and Kikka Capital in Australia.

* Invoice trading. Fintech players buy 
purchase invoices and receivable notes 
at a discount from companies, remitting 
the proceeds instantly online. Providers 
include Crossflow Payments and 
InvoiceInterchange in South-East Asia.

* Equity-based crowdfunding. Providers 
in South-East Asia include OurCrowd 
and Crowdo.

* Online payment. Providers such as 
Alipay.com in China and MOLPay in 
South-East Asia offer third-party online 
payment platforms.

* Procurement. Providers such as 
Ariba and Invapay offer end-to-end 
online solutions from purchasing and 
e-invoicing to payments management, 
reconciliation and analytics. 

* Analytics. Providers like IBM Watson 
Analytics and Palantir link up with 
a company’s enterprise resource 
planning and other systems to enable 
data visualisation, predictive analytics, 
integration of different internal and 
external data sources, modelling, 
algorithmic processing and other 
knowledge processes. 

A note of caution: fintech plays in the 
online space, so there are security issues. 
Don’t forget to do your due diligence – but 
also remember that those ahead in the 
game could enjoy a competitive edge. ■

Cesar Bacani is editor-in-
chief of CFO Innovation

For more information:

Harnessing Potential: Asia-Pacific 
Alternative Financing Benchmarking 

Report is at bit.ly/kpmg-alt

Comment | Cesar Bacani20

Accounting and Business 05/2016

AP_COM_CB.indd   20 11/04/2016   12:51

http://bit.ly/kpmg-alt


Promising signs
Despite continuing pessimism about growth in the global economy, there are promising 
signs that Asia could be on the verge of an export rebound, says Manu Bhaskaran

The highly export-dependent economies 
of East and South-East Asia have 
endured more than a year of declining 
export demand, contributing to a loss of 
economic momentum. The International 
Monetary Fund has warned that the 
dangers to the world economy have 
grown since it downgraded its 2016 
growth forecasts in January. 

Still, there are signs that the global 
economy is stirring. First, there is 
accumulating evidence that the slowdown 
in global manufacturing is ending: 

* In the US, the ISM manufacturing 
index rebounded to 51.8 in March, 
expanding for the first time since 
August 2015, and the surge in the 
new orders index suggested that this 
rebound would continue. Surveys by 
the Federal Reserve Bank also suggest 
manufacturers are more optimistic. 

* China’s manufacturing index also 
bounced back in March, after eight 
months of decline. The pipeline of 
new orders from both domestic and 
export sources also suggests that the 
recovery is not a one-off. The recovery 
in manufacturing could mean the 
government’s stimulus measures are 
helping to contain the headwinds. 

* The rebound in the two large 
economies could be spilling over 
into other economies. Taiwan’s 
manufacturing sector was expanding 
in March after eight months of decline 
and the wane in Korean manufacturing 
appears to be close to an end as well. 
Even India’s manufacturing sector 
enjoyed a bounce and is at its highest 
level since July last year. 

Second, underlying demand conditions 
for manufacturing could be improving. 
One of the main concerns about the 
recovery in developed economies has 
been how the limited spillover into 
demand for Asian exports has lagged 
global output expansion. One reason is 
related to the missing ingredient in the 
US, European and Japanese recoveries 
– capital spending. Corporate America is 
reported to be sitting on US$1.8 trillion 
of cash instead of spending the money 

on new capacity. Similarly, in Japan, 
companies have hoarded US$3 trillion. 

There are incipient signs that these 
huge cash holdings might soon be 
unlocked. For example, the Federal 
Reserve’s Tech Pulse Index surged by 
10.1% year-on-year in February, its 
fastest growth since August 2010 and its 
highest level since May 2008 – suggesting 
a growing chance that technology 
spending will soon rebound. With Asian 
manufactured exports heavily skewed 
towards electronic components, such a 
rebound would be substantially positive.  

Finally, the positive impact of lower 
oil prices should also boost global 
manufacturing. Low oil prices have taken a 
while to produce their expected benefits. 
This is because the losers from lower oil 
revenues – oil exporting countries and 

oil producing companies – slashed their 
spending and hiring swiftly as oil prices fell. 
But the winners from oil prices – consumers 
and energy-intensive businesses – waited 
to see if the fall was permanent before 
stepping up spending. That meant the 
net impact of low oil prices was initially 
negative. Now we are at an inflexion point, 
where the winners are beginning to step up 
spending while the worst effects of cuts are 
dissipating. Note, for example, how airlines 
have been reporting big expansion plans. 

In other words, there is a growing 
chance that global demand will improve 
from here onwards, providing an uplift 
to Asian exporting nations as diverse 
as China, Korea, Malaysia, Thailand and 
Singapore. Barring an unexpected crisis in 
the Chinese economy, the worst may well 
be behind Asian economies. ■

Manu Bhaskaran is 
CEO of Centennial Asia 

Advisors in Singapore
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Trading experiences
The ACCA President’s Debate revealed how the ASEAN Economic Community and the EU 
can learn from each other, and the vital role of the finance profession, says Alexandra Chin

I’ve been thinking recently about 
globalisation and how the profession – 
and especially ACCA members – are so 
adept at working across borders and 
time zones. 

When I speak at ACCA member events, 
I am often reminded how connected we 
are as a membership body. The collected 
wisdom we have is truly exceptional. For 
example, an ACCA member in the UK can 
advise an ACCA colleague in Sri Lanka 
about importing and tax issues. A member 
in Singapore can advise on budget issues 
in their market to colleagues around the 
world. We can be a huge support to one 
another, offering insights, advice and wise 
counsel not only to our clients and within 
the businesses where we work, but also to 
each other. I wonder how many of us tap 
into one another’s expertise?

I was reminded of this global 
interconnection recently at an event that 
ACCA hosted in Kuala Lumpur. Annually, 
for the last five years or so, ACCA has held 
its President’s Debates in the European 
Union (EU), shadowing the six-monthly 
term of the EU presidencies that rotate 
around member countries. We’ve held 
events in Athens, Brussels, Cyprus, Dublin, 
London and Warsaw.

We’ve debated – sometimes heatedly 
– numerous issues, such as financial 
stability and financial contagion; diversity, 
inequalities and discrimination in the 
workplace; and, more recently, in the light 
of austerity and financial instability, how to 
strike the right balance between discipline, 
accountability, growth and solidarity.

But for 2016, I wanted to take the 
debate wider. So we decided to hold 
the very first ACCA President’s Debate 
outside the EU, discussing the future of 
the ASEAN Economic Community (AEC) 
and the EU. The fundamental question we 
debated was: ‘Will fitting the EU’s teeth 
give the AEC the bite it is lacking?’

Two European policy experts joined 
us – Dr Steven Everts, senior adviser on 
EU-ASEAN and the Asian Regional Forum 
alternate senior official for the Asia Pacific 
Department, European External Action 
Service; and Dr Fraser Cameron, director 

of the EU-Asia Centre. And it’s because 
ACCA is so well connected that we could 
bring together these experts.

ACCA and I have been following the 
development of the AEC with a keen 
interest. As a global professional body, 
we wanted to understand better the 
similarities and differences between 
these two economic communities. Can 
the AEC learn anything from the years of 
experience of the EU project? Can the EU 
gain insights from the newly formed AEC?

The outcome of the afternoon’s session 
is that yes, lessons can be learned: that 
clear plans need to be adhered to and 
communicated well; that economic 
communities can and do face challenges, 
so the foundations need to be strong; 
that working together towards common 
interests is vital. We also agreed that cross-

fertilisation of ideas and policies is crucial.
So at the opening of the event, 

I asserted that the EU and the AEC 
can indeed learn from each other. All 
attendees agreed that the accountancy 
profession plays a vital role in ensuring 
economic communities thrive and grow.

And this is where our esteemed 
profession comes in. Whether you work as 
a small practitioner, in a Big Four firm or in 
a corporate environment, never forget the 
impact you have on economies, societies 
and therefore the wider public. Good 
economies need good accountants, and 
that’s why I am proud that we as ACCA 
members have an important part to play in 
capacity-building and financial stability. ■

Alexandra Chin runs her own practice in 
Sabah, Malaysia
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The view from
Dmitri Hubbard, regional vice president, Xerox Services, 
Hong Kong, and self-styled brand guardian

When I was young I used to love stories 
that were an analogy for something 
else. In the study of law you get very 
good at spotting patterns in stories, trying 
to establish the real nugget of meaning 
within them. So law gives you a good 
feel for what is important and what is 
not. Since coming to Asia in 2002 I’ve 
often been involved in fi xing and running 
businesses that came as a result of 
acquisitions or alliances. In the last eight 
years my focus has moved very much to 
the other side of law, which is all about 
helping businesses overcome problems. I 
see myself as a brand guardian.

The diversity of talent and approach 
within Asia Pacifi c is something I’ve 
always found exciting. In Asia you have 
the future of the world in your hands, even 

though the solution to everyday problems 
is not always obvious. At Xerox we 
consider ourselves ‘doctors’ for business. 
We are trying to help organisations be 
beautiful on the inside, as corny as that 
might sound. My function is very much 
about helping companies use data 
analytics to solve problems, be that by 
using technology in a diffi cult litigation 
or internal investigation of commercial 
crime, or by helping the fi rm spot trends 
and behaviours that better allow them to 
understand how the company works.

Compliance and risk management 
have become a central focus. Previously 
these were merely a box to be ticked. 
You will never truly eradicate bribery and 
fraud – it is as old as business itself. But 
it is a central driver of risk management 
that these cause disproportionate risk 
compared to the opportunity available. 
From a compliance standpoint ethics is 
coming closer to the forefront. I think in 
many countries in the region we have 
reached a tipping point, where within 
certain large cities and industries, a bribe 
would be quite unusual now. Many brands 
now take a longer view, understanding 
that a good year or a bad year is one 
thing, but it can take decades to remove 
the stain caused by a large regulatory 
investigation and the ensuing publicity.

Asia, as the most populous region in 
the world, is not yet ready for a middle 
class that will eventually number in the 
billions. This is forcing a fundamental 
rethink of resource usage. Businesses 
have to be more agile to capture the 
imagination of the public. More visionary. 
More attuned to local values. Governments 
are putting in place greater protection 
for data privacy, security of electronic 
information and anti-corruption measures. 
The problem for international companies 
is that they could previously ignore local 
standards and follow those of the US 
and EU, assuming those to be the most 
stringent. However, in the future, local 
Asian laws may in many cases be more 
rigorous than their US counterparts. ■

In the future, 
local Asian laws 

may in many 
cases be more 

rigorous than their 
US counterparts

Snapshot: real estate

Uncertainty over interest rates, oil 
prices, China, a potential Brexit and 
the US presidency all seem to be 
causing investors to move down the 
risk curve. With bonds and equities 
less appealing, real estate remains 
attractive. Cross-border capital is 
rising, and global prime rents are 
growing, although key cities for 
investment are largely unchanged.

With banks more cautious about 
lending for speculative development 
post-2008, supply remains an issue 
and drives up rents and asset prices. 
Hence some investors are looking 
to alternative asset classes, such as 
student accommodation, the private 
rental sector, health, redevelopment 
and infrastructure. There is also some 
evidence of defensive strategies. 

On the regulatory front, funds 
must adapt to new global standards 
aimed at tackling tax avoidance, 
and the lease accounting standard 
(IFRS 16) will affect landlords.

Firms must also respond to 
customers increasingly infl uenced 
by a property’s technology offering, 
as well as their own needs for 
increased cybersecurity and 
modern IT infrastructure. The sector 
also has to adapt to generational 
shifts, as millennials bring different 
priorities – for more multi-family 
properties, retail units integrated 
with entertainment or, again, 
greater use of technology. So 
technology skills and sound sector 
knowledge are prerequisites.

Andy Pyle, head of real estate, 
KPMG UK      
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Hillary Clinton, the frontrunner 
for the Democratic presidential 
nomination, is the latest high-

profile figure to set her sights on 
‘quarterly capitalism’. Along with the 
likes of The Prince of Wales, former 
US vice president Al Gore and the 
Bank of England chief economist 
Andrew Haldane, the former senator 
believes that an obsession with 
short-term financial results is causing 
investors and companies to neglect 
longer-term projects, research and 
development and even their staff and 
the environment. She has laid out 
a plan that she hopes will shift the 
attention of companies beyond the 
next quarterly release. 

But some policy experts believe 
that the case against short-termism is 
not quite so clear cut and that some 
of Clinton’s proposals may end up 
doing as much harm as good. ‘Trying 
to cajole people into thinking long-
term through government regulation 
is not likely to be easy,’ says Mark 
Calabria, a fellow of the Cato Institute 
in Washington DC and a former 
Congressional aide. ‘You can always 
expect unintended consequences.’ 

Opponents of quarterly capitalism 
can marshal some impressive 
evidence to support their case. US 
investment is at its lowest level since 
1947, while across the Atlantic, British 
companies now distribute about 70% 

of profits to shareholders, compared 
with just 10% in the 1970s – leaving far 
less over for spending on innovation and 
productivity enhancements. 

Marshmallows now
‘At its simplest level this means that 
companies appear to be opting to eat 
their marshmallow now rather than 
getting two later,’ says Gary Hewitt, head 
of corporate governance at consultancy 
Sustainalytics – a reference to the 1960s 
experiment that offered children a 
greater reward for delaying gratification. 

There are also some indications that 
the pressure to hit quarterly earnings 
targets contributes to the problem. A 
McKinsey survey of 400 CFOs found 

Taking the long view
Is quarterly reporting really a problem and does the frontrunner for the US 
Democratic presidential candidate Hillary Clinton have the right solutions?

◄ Tax perk
Hillary Clinton 
wants investors 
who hold assets for 
longer to benefit 
from a lower capital 
gains tax
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that 55% would turn down a profitable 
long-term project if this would cause 
the company to fall short of its quarterly 
estimates by even a modest margin. 

‘Corporate chiefs can get a real 
thumping from the market if they miss 
earnings by a few cents, so it is not 
surprising that they are very eager to avoid 
this,’ says Alex Pollock, a fellow at R Street 
Institute, a Washington thinktank. ‘And 
share prices suffer even more if companies 
get a reputation for erratic earnings. 
By contrast, a reputation for increasing 
dividends and buybacks is highly prized.’ 

In data compiled by Barclays, 
companies that used the highest share 
of their cash on capital projects suffered 
weaker stock market performance than 
those who prioritised buybacks and 
dividends. That may be because investors 
seldom consider themselves long-term 
owners of a company, opponents of 
quarterly capitalism argue. The average 
holding period for shares in the US and 
UK has plunged from six years in 1950 to 
under six months in 2016. 

Clinton has singled out activist 
shareholders for particular criticism, 
alleging that many seek to pressure 
companies to hand out cash at the 
expense of multi-year projects. Private 
companies, by contrast, appear to 
be more forward looking; research by 
John Asker, Joan Farre-Mensa and 
Alexander Ljungqvist found that private 
firms, shielded from the short-termism 
of stock investors, invested at a far 
higher rate than their publicly traded 
counterparts. Meanwhile, The Prince 
of Wales – who set up Accounting for 
Sustainability in 2004 – has pointed to 
‘mounting evidence from the likes of 
Harvard and London business schools 
that those companies that improve the 
way they tackle environmental and social 
challenges prove to be the ones that 
deliver long-term returns – so you can 
have your cake and eat it.’ 

There are naysayers, however. 
Calabria believes that criticisms of 
quarterly capitalism – while not totally 
without merit – are overblown. ‘It is 
sometimes hard to reconcile the 
idea that companies are skimping on 
investment with the evidence that we 
are in the midst of an accelerating 
technological revolution. Can we 
simultaneously be afraid that companies 
are not looking to the future and that 
more and more jobs are being displaced 
by robots and artificial intelligence? 

‘Also can we really say that CEOs 
don’t care about the environment? 
Most companies have corporate 
responsibility programmes, which they 
are keen to talk about. That doesn’t 
suggest that CEOs are quite the myopic 
monsters they are sometimes painted to 
be. CEOs talk a huge amount about the 
planet; all the CEOs at Davos seem very 
keen on saving the planet.’ Ever more 
companies are adopting triple-bottom-
line reporting and initiatives to reduce 
greenhouse gas emissions. 

But even such sceptics would admit 
that the increasing myopia of many 
companies and investors can have 
harmful effects. The next question is 
whether government policy – including 
the plans proposed by Clinton – can help. 

Her plans consist of several elements. 
First, investors would be rewarded with a 

lower capital gains tax for holding assets 
for longer, and penalised for selling 
early – accentuating an existing trait of 
the US tax code. She has promised a ‘full 
review’ into the regulation of shareholder 
activism, hinting at a clampdown. Second, 
she would force US companies to disclose 
share buybacks within a day, rather than 
in the following quarter as at present, in 
order to discourage their overuse. Finally, 
Clinton would like to see a reform of 
executive compensation to ‘better align 
the interests of executives with the long-
term value of their companies’. 

Fan base
While the scheme has many fans, 
detractors point out possible drawbacks. 
Professor Phillip Swagel, a professor at 
the University of Maryland, and a former 
Treasury official in the administration of 
George W Bush, has pointed out that 
stigmatising short-term investors can be 
unfair. ‘The market needs both short-
term and long-term investors,’ he argues. 
Short-term traders play an important role 
in adding liquidity, helping ensure that 
other investors can buy and sell swiftly 
and at lower costs. In addition, investors 
can have legitimate reasons for not 
holding a stock for many years. They may 
discover that the company is being poorly 
run or they may simply need the money to 
fix a leaking roof or broken car. ‘Is it really 
a good idea to try to lock in investors to 
an equity if it emerges that the company’s 
strategy is flawed?’ asks Pollock. »

‘Corporate chiefs 
can get a real 

thumping from 
the market if they 

miss earnings by a 
few cents’

► Wider vision
The Prince of 
Wales says that 
environmentally aware 
companies deliver long-
term returns
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Clinton has not fully laid out a plan 
to curb shareholder activism but some 
policy experts argue that any limitations 
would be counterproductive. ‘It is true 
that there are cases when activists 
attempt to restrict investment in favour 
of higher dividends,’ says Hewitt. 
‘Still, these cases are pretty rare. More 
often companies are hoarding cash on 
their balance sheet that they are not 
investing – which was the complaint 
legendary activist Carl Icahn levelled 
against Apple – or that they have 
assets that don’t fit well within their 
business and would be more valuable 
with another owner.’ 

Share buybacks are popular with 
shareholders, boosting earnings per 
share, so it is unclear how more rapid 
disclosure would discourage them. 

On chief executive pay, there are many 
proponents of reform. Hewitt agrees that 
longer term performance targets – three 
to five years rather than annual – could 
improve incentives to take the long view. 
Companies like the US oil giant Exxon 
Mobil grant stock awards to their CEO 
that come with long vesting periods. 
Even here, however, Calabria questions 
the ability of the government to enact 
change. ‘The US has tried tinkering with 
the tax code and disclosure rules to 
improve the system of executive pay,’ he 
says. ‘But policymakers have never really 

achieved the effects they desired. I’m not 
sure that Hillary Clinton would succeed 
where others have failed.’ 

Such criticism of Clinton’s well-
thought-out plan serve to illustrate 
how intractable the problem may be. 
‘Other potential solutions don’t look 
much more promising either,’ says 
Hewitt. A popular suggestion to combat 
short termism is to adjust corporate 
governance rules to reward longer term 
investors or founders. One role model 
for this approach has been Google, 
where the share structure gives the 
company founders super voting rights 
– enabling them to control the firm 
without a majority economic interest. 
Proponents argue that this is why 

the company is able to invest in such 
visionary long-term projects, from self-
driving cars to advanced robotics. 

In a similar approach, the French 
government has championed rules 
that give double voting rights to 
long-term investors. ‘The trouble with 
such ideas is that anything that helps 
insulate companies from investor 
pressure for excessive dividends 
can also protect them from being 
held accountable for poor business 
decisions or extracting excessive 
compensation,’ says Hewitt. 

With Clinton looking like the 
frontrunner for the Democratic 
nomination, quarterly capitalism is  
likely to get an increasing amount of  
air time. What remains more doubtful  
is that Clinton, if elected, would have 
much success in combating short-
termism. ‘It’s hard enough to delay 
gratification yourself,’ says Hewitt.  
‘Trying to convince investors to be 
patient is even tougher.’ ■

Christopher Fitzgerald and Fernando 
Florez, journalists

‘Is it really a good 
idea to try to 

lock in investors 
to an equity if 

it emerges that 
the company’s 

strategy is 
flawed?’

▲ Different approaches
Apple has been accused of hoarding 
uninvested cash on its balance sheet, while 
Google’s share structure enables company 
founders to take control of the firm
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The view from
Nicola Huyton ACCA, semi-senior accountant, 
The Fish Partnership, UK, and former dancer

I’m proud of my unconventional path 
into accountancy. As a teenager I trained 
as a dancer with the Northern Ballet 
School. This led to my travelling the world 
on cruise ships, offering dance lessons 
and entertaining passengers.

A combination of the physical demands 
on my body and overall lifestyle made 
me realise it couldn’t be a long-term 
career. However, the social skills I 
acquired have proven invaluable. It was 
a natural step to look for a ‘front of house’ 
position and I took a job as a receptionist 
at a local accountancy fi rm.

With hard work and determination, 
everyone can achieve their goals. I was 
proactive and asked to be more involved. 
It gave me a real taste for accountancy, 

and after buying the textbooks myself 
I took the fi rst three ACCA papers.

My early efforts were recognised by 
SJD Accountancy, which took me on as 
a trainee and an accounts assistant. It 
was really pleasing to see my early efforts 
rewarded, and very motivating to have my 
remaining studies and exams paid for. 

The knowledge I have gained from 
studying for the ACCA Qualifi cation 
has made me a better accountant. I 
completed my last exam four-and-a-half 
years after I started studying – it was such 
a relief! Given my dance background, the 
Qualifi cation has opened doors that might 
otherwise have remained shut.

Today at The Fish Partnership, I look 
after a small portfolio of clients. I’ve 
been able to widen my experience since 
joining 15 months ago. I am responsible 
for management accounts and statutory 
fi nancial accounts, working primarily with 
SMEs. We also manage the UK-based 
subsidiaries of a number of US businesses.

As a practice, we strive to offer a 
consistently high level of service. We 
are trained to form strong relationships 
with clients and to understand their goals. 
A focus for us at present is on businesses 
in the property and landlord sectors.

My early career as a dancer has shown 
me that I’m defi nitely a people person. I 
love meeting clients, building relationships 
and understanding their businesses.

Having fully qualifi ed, I’m beginning to 
think about my future. My immediate 
priorities are to progress to client 
manager. After that, I’d like to go as far as 
I can and possibly become a partner.

Dancing is still a passion; it helps me 
relax outside of accountancy. I’m also 
a keen runner. The Fish Partnership 
encourages staff to undertake charity 
work, and a number of us have 
completed local charity runs. ■

Given my dance 
background, the 

Qualification 
has opened 

doors that might 
otherwise have 
remained shut

Snapshot: tax

Getting to grips with big data is set 
to be one of the biggest challenges 
facing regulators – and tax 
practitioners – over the next decade. 

Tax authorities are increasingly 
gathering data digitally and 
have more information than ever 
before about companies, but big 
data brings its own challenges. 
A group with subsidiaries in even 
a few territories may have to keep 
a general ledger for worldwide 
consolidated reporting, local GAAP 
accounts, and perhaps even local 
books and records. It may not 
be possible for all of these to be 
consistent with a single data fi le, 
and even where it is, the task of 
achieving that is not trivial.

In an international environment 
in which some tax authorities are 
already taking aggressive enquiry 
positions to raise tax revenues, 
handing over more raw data could 
feasibly lead to countries competing 
over taxing rights on profi ts. 

Efforts to improve the process 
for resolving tax disputes between 
countries are lagging behind those 
intended to prevent the erosion of 
tax bases. Tax disputes can easily 
lead to effective double taxation, 
with organisations caught between 
more than one tax system. 

As the drive for digitalisation 
gathers pace, practitioners will 
need to stay close to developments 
and ensure that clients have an 
effective digital strategy in their 
toolkit for managing tax risk.  
 
Andrew Seidler, tax partner, RSM
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Chances are, you’ve heard of 
blockchain. It is, after all, the 
technology platform on which the 
notorious digital currency bitcoin is 
built – a currency that threatened 
to rewrite the rulebook of modern 
finance. But while bitcoin has received 
all the headlines since entering the 
scene in 2008 because of its disruptive 
nature, pricing volatility and occasional 

use by the criminal underworld, what 
is now making the news is blockchain, 
the distributed ledger technology that 
underpins bitcoin (see box). 

Speaking at the London School of 
Economics in March, Ben Broadbent, 
deputy governor for monetary policy 
at the Bank of England, described the 
impact that distributed ledgers might 
have. ‘In principle, this technology 

could be applied to many things, not 
just the exchange and registering of 
financial assets,’ he said. ‘Distributed 
ledgers might eventually be used for 
a wide variety of government services, 
including the collection of taxes, the 
delivery of benefits – potentially including 
new “smart” transfers that could target 
particular groups, the keeping of business 
registers and other things besides.’

Blockchain technology is changing the way business processes and supply chains are 
managed, and could revolutionise corporate reporting and audit

The blockbuster
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For finance professionals, this is all 
well and good, but the real interest 
lies in understanding how distributed 
ledgers might affect the financial 
reporting and audit process – whether 
CFOs and their teams will soon be 
recording their organisation’s cash 
position in a distributed ledger rather 
than a centralised ledger. And for this, the 
picture is much less clear. 

In January this year, the UK 
government published a report by chief 
scientific adviser Mark Walport, called 
Distributed ledger technology: beyond 
blockchain. The report explores in detail 
the impact that blockchain technology 
could have on our financial system, and 
its ability to ‘record, enable and secure an 
enormous range of transactions’.

Real-time reporting
When the report was published, many 
observers were quick to get involved and 
ride the wave of enthusiasm and interest 
that has exploded around the subject, not 
least from the Big Four. 

‘Blockchain will do to corporate 
reporting and financial transactions 
what the internet did to knowledge,’ 
proclaimed Hywel Ball, UK head 
of assurance at EY, in a statement 
released shortly after the report’s 
publication. ‘It could fundamentally 
change the role of the finance function 
and has huge implications for us as 
auditors,’ he declared.

He went on to argue how the 
blockchain technology that underpins 
bitcoin has the potential to ‘transform 
the speed of corporate reporting’. And, 
because transactions can be recorded 
and logged in real-time, ‘blockchain could 
allow a company to publish its “annual” 
results on an almost daily basis’. 

Speaking to AB, however, Ball is a 
little less bullish in describing just how 
impactful blockchain might be on the 
finance function – at least in the short 
term. ‘You can imagine, if you’ve got an 
immediate, single version of the truth, 
your ability to do corporate reporting very 
quickly will be accelerated,’ he says. 

This may well be true, but the concept 
of individual companies using their own 
distributed ledgers for real-time corporate 
reporting seems far-fetched, at least in the 
near term. The technology seems better 
suited to supporting more isolated and 
defined applications. 

‘We were talking to a blockchain 
company in the US recently that’s trying 

to develop a private blockchain for the 
oil service industry,’ explains Ball. ‘So 
you actually have payment processing, 
services, goods and transactions for an 
area – and that could be, for example, 
the Gulf of Mexico – so the whole 
supply chain then gets paid using 
the blockchain.’

How to interact
While such scenarios are by no means 
unlikely – there are several similar projects 
already taking place today – they are 
isolated and designed to support a closed 
group of organisations and individuals for 
a given purpose. And, in such scenarios, 
there will quickly be implications for the 
accounting and audit profession, says 
Ball. ‘You better start thinking – maybe 
not this year, but fairly quickly – how you 
then interact with that blockchain in order 
to get the information you need for your 
corporate reporting,’ he says.

Not everyone, though, is convinced. 
Michael Mainelli FCCA, a member of 

ACCA’s Corporate Governance Forum, 
chairman of commercial think-tank  
Z/Yen and blockchain expert, believes 
the profession won’t be immediately 
affected. ‘If we divide the profession into 
accounting and audit, I can’t imagine the 
profession is going to see much change, 
really,’ he says. ‘These are ledgers. They’re 
databases. It doesn’t even have to be 
financial data.’

Mainelli’s argument is that while 
distributed ledgers will be disruptive, their 
use in corporate reporting will be more 
limited and ‘only in cases where there is 
some sort of large, mutual operation; so, 
for example, wholesale insurance’. 

However, Mainelli does concede that 
distributed ledgers could be used to 
provide a more timely view of corporate 
cash positions, and he is working with 
two organisations on projects in this area. 
‘They’re looking at using these distributed 
ledgers as ways of ensuring that they’ve 
got a common ledger across the group 
that will give them a much better, overall 
real-time position of where they stand,’ he 
says. ‘That’s an interesting example, where 
EY sort of has a point.’

It seems, then, that the jury is still out 
on the impact that distributed ledgers will 
have on corporate reporting and audit. 
As always in the case of new, intellectually 
stimulating and often complex 
technological developments, there is a 
degree of spin and hype surrounding the 
whole subject. 

But watch this space. After all, it’s not 
every day that something as fundamental 
as the general ledger gets disrupted. ■

David Rae, journalist

‘Blockchain could 
allow a company 

to publish its 
“annual” results 

on an almost 
daily basis’

Block what?

A distributed ledger is an inherently simple concept. Essentially, it is a database 
of assets or transactions that can be shared across multiple nodes in a network so 
that each participant has their own identical copy of the ledger, and every copy 
of the ledger across the network is updated almost simultaneously when any of 
those participants makes a change to it.

In the case of blockchain, each transaction, or database entry, is recorded as a 
‘block’ of data, and each new block has an encrypted copy of the previous block 
within it, so connecting the two together. Blocks are then linked together using 
cryptographic signatures, creating a ‘chain’ of activity or transactions that are 
timestamped, distributed according to their nature and tamper-proof. 

In short, blockchain creates an incorruptible ledger of blocks of information, 
and the information it stores can be potentially anything, from the ownership 
of works of art, to copyright information and financial transactions. Distributed 
ledgers can be public or private. Bitcoin was based on a public model, so anyone 
could own a copy of the ledger and update it.
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The robots are coming
With technology developing ever more quickly in the world of robotics and artificial 
intelligence, how will cognitive systems affect finance professionals in the future?

sufficiently advanced technology is 
indistinguishable from magic.’ Watson 
isn’t magic; it is a manifestation of the 
rapid evolution of computer systems.

The evolution of the human race 
took millions of years. It will not 
take this long for the non-biological 
intelligence of computer systems 
to evolve to match the range and 
subtlety of human intelligence. 
Processing power that required 
a room full of computers just 
decades ago now resides in your 
mobile phone. As processors have 
become smaller and more powerful, 
software developers have added more 
rules-driven engines to their products 

Science fiction and films often create dystopian futures 
where androids, robots and other forms of artificial 
intelligence (AI) start out as helpers and then become 

a menace. Thanks to the likes of HAL 9000 in 2001: A Space 
Odyssey, VIKI in I, Robot, the ‘agents’ in The Matrix and 
Skynet in Terminator, we expect AIs to revolt against their 
human creators, take control of our society or pose an 
existential threat to the human race. 

Could this happen? In 2014, cosmologist and physicist 
Professor Stephen Hawking wrote in The Independent: ‘Success 
in creating AI would be the biggest event in human history. 
Unfortunately, it might also be the last, unless we learn how 
to avoid the risks.’ If an AI ever passes the Lovelace test (see 
‘Testing for AI’, right) we may struggle to stop the worst from 
happening. Hawking says: ‘Humans, limited by slow biological 
evolution, couldn’t compete and would be superseded by AI.’ 

Can we do anything to prevent this? ‘I’m increasingly inclined 
to think there should be some regulatory oversight, maybe at 
the national and international level, just to make sure that we 
don’t do something very foolish,’ Elon Musk, tech visionary and 
CEO of Tesla Motors and SpaceX, told the AeroAstro Centennial 
Symposium at Massachusetts Institute of Technology. He said: 
‘We should be very careful. With artificial intelligence, we are 
summoning the demon.’

One of Musk’s concerns is defence contractors and their 
creation of autonomous war robots that are designed to kill or 
wound humans (see ‘Search engines to robot wars’ box, page 
32). By comparison, other recent AI developments appear 
benign. Take Watson, the poster 
child for the incarnation of AI that 
the technology industry has labelled 
‘cognitive computing systems’. IBM 
designed this to be ‘a natural extension 
of what humans can do at their best’. 
More of a helper than a menace.

Evolution or revolution?
When Watson defeated two titans of 
the US quiz show Jeopardy! in 2011, 
it captured the public imagination by 
appearing to understand the questions 
and coming up with the right answers 
faster than its human opponents – as 
if by magic. But appearances can 
be deceptive. To quote the writer 
and futurist Arthur C Clarke: ‘Any 

‘In the future, 
every decision 
that mankind 

makes is going to 
be informed by a 
cognitive system 
and our lives will 

be better for it’

Testing for AI

In the science fiction film Blade Runner, based on the 
book Do Androids Dream of Electric Sheep?, androids 
have evolved into ‘replicants’ which are difficult to 
distinguish from humans. To identify them, special 
investigators called Blade Runners apply the ‘Voight-
Kampff test’, to look for the empathy that replicants lack, 
by monitoring eye movements in response to a series of 
images and questions. 

Identifying an AI isn’t any easier in the real world. 
In 1950 the computing pioneer Alan Turing designed 
the ‘Turing test’ as a rudimentary determinant of AI. 
If a machine could fool a human being into thinking 
that it was also human then that was good enough 
for Turing. In 2014, Eugene Goostman became the 
first computer system to pass the test and win Turing’s 
imitation game. 

Computers have come a long way in the past 70 years 
and there is now a more up-to-date way of testing for 
AI. A team of scientists led by Selmer Bringsjord have 
designed the Lovelace test, named after the first computer 
programmer Ada Lovelace. A machine can only pass the 
Lovelace test of AI if it creates a program that it was not 
designed to create; in other words, it needs to have an 
original thought.
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and these ‘expert’ systems have become faster 
and smarter.  

Watson demonstrated that a computer 
system can use ‘natural language processing’ 
software to recognise human speech, search 
huge amounts of complex information in 
seconds, generate and evaluate hypotheses, 
and adapt and learn through experience – and 
that was back in 2011. Since then, Watson has 
advanced (see below) and been joined by many other cognitive 
computer systems and so-called AIs. You may well have one on 
your mobile phone.

But are these systems ‘intelligent’? They can do things that 
require intelligence when carried out by humans, and they can 
fool us into thinking that they are also human (see ‘Testing for 
AI’). However, cognitive scientist professor Douglas Hofstadter 
says: ‘Watson is just a text search algorithm connected to a 

database, like Google search. It is finding text 
without having a clue what it means. In that sense, 
there is no intelligence there.’ Cognitive systems 
have their limitations.

Like children, Watson and other cognitive 
systems need educating. They can combine 
structured and unstructured data, then use 
context to determine the most appropriate 
response. But with a question such as ‘Which is the 

best tablet for me?’ the best response may depend on whether 
you are in a chemist or a computer store. Before cognitive 
systems can respond appropriately to such questions, they need 
training; they need to learn by adapting their future responses 
based on their past experiences. 

This appears significantly less threatening than gun-toting 
androids and self-replicating software entities with a consciousness 
and a sense of superiority. But even if today’s cognitive » 

▲ Human machine
Premaid AI, a humanoid 
robot created by Japanese 
company DMM.make 
Robots, on display at 
the International Robot 
Exhibition 2015 in Tokyo, 
Japan
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systems don’t pose an existential threat to humans (yet), they 
already look like bad news for some knowledge workers in some 
professions, such as accountancy. Perspectives differ on whether 
robotic process automation (RPA) is hype, helpful or horrifying 
(see ‘A revolution in finance?’, opposite). 

Beyond games
Meanwhile, Watson is still playing games. Edge Up Sports, for 
example, is developing a fantasy football app that uses Watson 
to analyse vast amounts of available football data. ‘By leveraging 
Watson technologies, we’re able to transform the way fantasy 
football is played, and provide a platform that is assisting team 
owners with analysis and insights that could increase their 
chances of winning their league,’ explains Illya Tabakh, CEO and 
head coach. 

This venture was made possible by IBM’s decision in 2014 
to make Watson available in the cloud for general business 
use in a bid to make some serious money from it. But Watson 
is not just about playing games; it never was. Hundreds of 
‘Watson Ecosystem Partners’ are using Watson’s smarts to 
create their own apps and recently released software tools 
that make non-IBM commercial development easier may 

Search engines to robot wars

Google’s search engine is becoming increasingly smart. 
Today, it may be just a text search algorithm connected to 
vast amounts of data, but if hardware and software ever do 
combine to create machines with the ‘intelligence’ to pass 
the Lovelace test (see ‘Testing for AI’, page 30), Google 
may be one of the companies responsible.

Google has already created an artificial neural network, 
modelled on the structure of a mammalian cerebral cortex, 
so that it can act like and simulate some of the functioning 
of the human brain. It taught itself to recognise a cat, 
using large-scale brain simulations, back in 2012. Like 
Watson, it has come a long way since.  

If legions of robot soldiers ever materialise, Google may 
have a hand in this too. In 2013, it bought Boston Dynamics, 
known for BigDog, a quadruped robot designed for the US 
military, but the company is also building humanoid robots 
that must be seen to be believed. 

You can see them in action at bit.ly/1TPKiAz.

► Little helper
Pepper, Japanese telecom 
giant SoftBank’s humanoid 
robot, helps promote the 
sale of watermelons in a 
Tokyo store
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encourage more developers to follow suit, inspiring all sorts 
of new products. 

IBM has said that it will target several key vertical industries, 
including retail, insurance and healthcare, and in April 2015 it 
launched its first official efforts to do so: IBM Watson Health 

and the Watson Health Cloud. Subsequent announcements 
have covered initiatives such as the development of a system at 
Boston Children’s Hospital to improve diagnosis of rare genetic 
conditions, and the first Watson deployment in India, where 
Manipal Hospitals will adopt it for oncology.

An eye on the future
IBM’s recent acquisition of Merge Healthcare Incorporated will 
give Watson the ability to see. ‘Watson’s powerful cognitive and 
analytical capabilities, coupled with those from Merge and other 
strategic acquisitions, position IBM to partner with organisations 
committed to changing the very nature of health and healthcare,’ 
says Dr John Kelly, a senior vice president at IBM Research. 
‘Giving Watson “eyes” on medical images unlocks entirely new 
possibilities for the industry.’

Unsurprisingly, IBM and the partners in its Watson ecosystem 
are not the only ones excited by the possibilities of AI. While IBM 
has been exploring the possibilities of cognitive systems, so have 
numerous other technology companies. Google has become a 
frontrunner in the race from cognitive computing to AI. There are 
also plenty of other household names that are keen to exploit 
the commercial potential of systems that are smart enough to 
help us, without being smart enough to menace us. 

In October 2015, Facebook announced its new digital 
assistant: M. Facebook has taken a cognitive computing engine, 
trained it, and added it to the Facebook Messenger app. This 
digital assistant will search for information for you. If you give 
it permission, M will also oblige by assisting you with tasks in 
the physical world, such as making reservations for travel or 
restaurants, or making online purchases and arranging their 
delivery. So far, so helpful. 

Apple is also throwing money in the direction of AI. During 
2015 it bought the British company Vocal IQ and its brand of 
cognitive computing, which can learn how you speak and use its 
‘memory’ of previous conversations to improve each subsequent 
conversation. Sounds familiar? As well as buying AI technology 
that can improve machine processing of human speech, Apple 
has bought Perceptio, a specialist in image-recognition. The 
possibilities of cognitive systems and AI appear endless.

We will have to wait and see if cognitive systems lead to AI, 
and how well the human race deals with the consequences. 
Ginni Rometty, the chairman and CEO of IBM, is optimistic. ‘In 
the future, every decision that mankind makes is going to be 
informed by a cognitive system like Watson and our lives will be 
better for it,’ she says. However, back in 1943, namesake and IBM 
founder Thomas J Watson famously said: ‘I think there is a world 
market for maybe five computers.’ ■

Lesley Meall, journalist

For more information:

Read ACCA’s report The robots are coming? Implications 
for finance shared services at 

bit.ly/1KHGrqP-Robots

A revolution in finance?

Science fiction has primed us to expect AI to be evil and 
robots to be humanoid. Sometimes they are; sometimes 
not. Software developers have given their interactive web 
robots – known as ‘bots’ and ‘intelligent agents’ – human 
faces and voices to deliver advice. But the software used 
for the cognitive robotic process automation (RPA) of 
complex finance processes confounds our expectations by 
not having a human face or a physical presence. 

Richard Jones has some experience of this in his role 
as chairman of Genfour and his previous roles with other 
organisations that also specialise in robotics and back-
office RPA. ‘Bafflingly for most people, software robots are 
completely invisible. So RPA remains an abstract concept 
until you can show people software robots in action, doing 
a job in 20 seconds that can take a human 20 minutes. But 
the day will arrive when this is quite normal,’ he says. 

Organisations using RPA in the finance function include 
Barclays Bank, npower and Verizon. So, what sort of 
processes are being automated by rules-based software 
robots? The list includes data gathering and reporting, 
matching and reconciliation, and complex multi-faceted 
processes such as period end closes. For more about 
RPA see the recent ACCA report The robots are coming? 
Implications for finance shared services. 

Robot servers (from Blue Prism) helped Barclays Bank 
to cut its annual bad debt provision by £175m and save 
over 120 ‘full-time equivalents’ (that’s human beings). 
Verizon is said to have reduced finance department 
costs by 21%, centralising its finance operations at two 
locations and closing more than half of its 200 back-office 
locations. Despite these benefits there has been relatively 
poor penetration of RPA into finance, and ACCA research 
indicates that focusing on headcount and cost reduction 
may be a barrier. ‘There needs to be more clarity around 
the proposition for finance. The numbers seem appealing, 
but finance directors are unclear about the hard benefits 
of robotics over and above its cost-efficiency when 
compared to employees,’ says Jamie Lyon FCCA, co-
author of the report and ACCA’s head of corporate sector.

Darren Heffernan ACCA, CFO at Trintech, sees 
increased automation in the finance function supporting 
CFOs to be more strategic, and helping finance to be 
more effective: ‘Instead of paying highly qualified people 
to do generic tasks that are boring, they can focus on more 
interesting work such as liaising with teams outside finance.’ 
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Clouds gather
An EY survey has forecast that corporate reporting is 
headed for a perfect storm as CFOs reach crisis point

Weather alert

CFOs are losing 
confi dence in corporate 
reporting, as pressure 
from audit committees, 
the complexity of new 
requirements and 
reporting overload affect 
performance, according 
to CFOs and heads of 
reporting interviewed 
in EY’s survey, Are you 
prepared for corporate 
reporting’s perfect storm?

Eye of the storm

Audit committees and boards are ramping up their focus on corporate reporting, the report 
fi nds. A signifi cant majority of respondents (84%) say that audit committees and boards have 
increased their attention overall on reporting. For 34%, this is a signifi cant increase in attention. 

Skills search

As advanced technologies 
allow fi nance functions to 
make use of sophisticated 
data, the need arises for 
fi nance professionals who 
are data and technology 
savvy. The survey found 
that IT infrastructure skills 
were viewed as the most 
vital to take reporting 
forward.

For more information:

To read EY’s survey, Are you prepared for 
corporate reporting’s perfect storm?, visit 

bit.ly/ey-storm

Corporate reporting heads for a perfect storm

Headline for web:

Company complies 
with >10 standards

Has >16
reporting systems

Increase in number 
of reports requested

33%  48%  53%
Australia

40%  40%  68%
China

50%  48%  60%
India

50%  33%  88%
MENA

40%  10%  70%
Poland

Audit committee 
and boards 

CEO and 
executive team

Accounting 
regulators

Other regulators 
or bodies

Investors Analysts Media

48%  15%  63%
Russia

65%  33%  80%
Singapore

58%  30%  63%
South Africa

50%  25%  58%
UK

40%  45%  28%
US

■Signifi cant increase
■Slight increase
■No change
■Slight decrease
■Signifi cant decrease

How has the level of attention given to reporting by key stakeholders changed over the past three years?

IT infrastructure
Regulatory knowledge

Governance knowledge
Business analysis

Technical accounting skills
Risk management
Data and analytics

Process knowledge
Legal knowledge
Investor relations

Corporate securities

32%
28%
27%
26%
25%
24%
24%
23%
21%
20%
16%

Skills most needed to improve reporting processes
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Going global
As globalisation spreads, it will become vital for SMPs to attend to the international 
business needs of clients. IFAC’s Giancarlo Attolini reports on the latest research

169 countries, providing professional services to more than 
800,000 SME clients. This makes it one of the world’s largest 
surveys of accountants. The largest numbers of respondents 
were from Europe (41%), Asia (26%) and Africa (15%). With 
the exceptions of the US and Russia, there were more than 70 
responses each from the 10 countries ranked the highest globally 
by gross domestic product. A majority of respondents were 
either sole practitioners (39%) or from practices with two to five 
partners and staff (32%). 

What we learnt
The survey offered some interesting intelligence about SMEs 
that might help SMPs better understand how best to serve these 
clients. When asked about the challenges facing their SME 
clients, 75% or more of respondents rated seven of the eight 
challenges as ‘moderate or greater’. The top challenges facing 
SME clients included economic uncertainty (rated by 61% as a 
‘high’ or ‘very high’), rising costs (58%), competition (54%) and 
difficulties accessing finance (51%). 

The survey also explored the extent to which globalisation 
is impacting the smallest of businesses by asking about the 
international activities of SME clients. Consistent with the 
Edinburgh Group report Growing the Global Economy through 
SMEs, the IFAC survey found that about three-quarters of 
respondents’ SME clients were engaged in some kind of 
international activity, most commonly import or export. SME 
involvement in other types of international activities, such as 
dealing in foreign currencies, owning international assets and 

having foreign owners or investors, was 
substantially more limited. 

In general, more international 
activity was reported in the Middle 
East compared to other regions. As 
globalisation continues to spread, 
even among SMEs, it will become 
increasingly important for SMPs to 
attend to the international business 
needs of their clients. 

Respondents were also canvassed 
on the direction of profits of their SME 
clients over the past year. The largest 
percentage of SMPs, 41%, said that 
clients’ profits had decreased. An 
increase in profits was reported by 
31% and no change in profits by 22%. 
Decreases in the profits of their clients 

Last year, the International Federation of Accountants 
(IFAC) commissioned independent economics and 
business research consultancy Centre for Economics 

and Business Research (Cebr) to conduct an analysis of 
its membership data and to provide a snapshot of the 
importance of the accountancy profession to the global 
economy and to society. Using this data, Nexus 2: The 
Accountancy Profession – A Global Value Add estimates that 
the global profession contributes US$575bn annually to the 
global economy and reveals a strong, positive correlation 
between the share of accountants in total employment and 
both GDP per capita and the UN Human Capital Index, which 
measures quality-of-life indicators. 

The first Cebr report, Nexus 1: The Accountancy Profession, 
Behind the Numbers, revealed that almost half of the 
professional accountants represented through IFAC’s members 
work in public practice. Furthermore, of these accountants 
in public practice, the majority worldwide work in small 
and medium-sized practices (SMPs). The magnitude of the 
profession’s contribution to the wider economy and vast number 
of accountants in small and medium-sized public practices 
means there is great value in hearing what the thousands of 
SMPs have to say about their challenges and opportunities, and 
those of their small and medium-sized entity (SMEs) clients, in 
response to the 2015 IFAC Global SMP Survey. 

About the survey
Conducted annually, the IFAC Global SMP Survey is intended 
to take a snapshot of the key issues, 
and track important trends and 
developments facing SMPs and their 
SME clients. Leading researchers at 
the University of Dayton in the US 
now work closely with IFAC on the 
development of the survey as well 
as the analysis of survey results and 
reporting. The survey helps IFAC and 
its member organisations, such as 
ACCA, gain a better understanding 
of the specific challenges and 
opportunities facing SMPs and SMEs 
globally, and as a result better serve 
this constituency. 

The 2015 survey, which was 
conducted from October to November 
2015, elicited 6,725 respondents from 

Advisory and 
consulting 

services are 
expected to 

be the fastest-
growing revenue 
source for SMPs 

in 2016 
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were considerably more prevalent for 
respondents in the Middle East (46%) and 
Asia (46%), which corroborates concerns 
emanating from Asia about an economic 
slowdown and volatile stock market. 

Biggest challenges
SMPs continue to face many challenges. 
Consistent with the 2014 survey results, a 
majority of respondents viewed each of 
the 12 challenges presented as  moderate, 
high, or very high. The most pressing 
challenges facing SMPs included attracting 
new clients (47% rated this as high or very 
high), keeping up with new standards 
and regulations (44%) and differentiating 
themselves from the competition (43%). 
The need to attract new clients suggests 
SMPs ought to consider more intensive 
marketing and promotion and expanding 
their service offerings. 

Respondents rated eight environmental 
factors to indicate the extent to which they 
believed each might have an impact on 
their business over the next five years. The 
regulatory environment, competition and 
technology developments were viewed as 
the most impactful factors, at 52%, 46% 
and 43% respectively. 

Technology developments stand out 
for me. These are both a challenge and an 
opportunity. Some, perhaps most notably 
Daniel Susskind, author of The Future of 
the Professions, argue that technology 
threatens to render the professions 
obsolete, accountancy included. Others, 
and that includes me, see it as an opportunity to improve the 
value of the services to our clients: data analytics, for example, 
enables us to offer well-informed advice to our clients. 

How well did SMPs perform?
Respondents were asked how their revenues changed in 
2015 compared to 2014. For the four service areas (audit and 
assurance; advisory and consulting services; tax; and accounting, 
compilation and other non-assurance and related services), the 
largest percentages of respondents indicated revenues stayed 

the same (33% to 38%) or increased moderately (23% to 27%). 
These findings mirror those of the International Accounting 
Bulletin’s World Survey 2016, which looks at the revenues of 
networks and associations.

Reflective of an optimistic outlook, more than one-third 
of respondents forecasted that fees would increase in 2016: 
advisory and consulting services (44%); accounting, compilation 
and other non-assurance and related services (41%); tax (39%); 
and audit assurance services (35%). In comparison, for each 
service area, between 31% and 35% projected revenues » 

► Collaboration’s benefits
Countries in the South America/
Caribbean (right) and the Middle 
East (overleaf) regions are among 
those with the largest number of 
SMPs in a network, association 
or alliance 
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would stay the same. What this tells us is that advisory and 
consulting services are expected to be the fastest-growing 
revenue source for SMPs in 2016. 

Most respondents (84%) provided some form of consulting 
service and the larger practices were more likely than 
sole practitioners to provide these services. The IFAC SMP 
Committee has long recognised the growth potential of this 
service line and has actively encouraged the global SMP 
constituency to seriously consider stepping up its business 
advisory activities. The types of business advisory services they 
offered most frequently in 2015 were tax planning at 52% and 
corporate advisory, including advice on mergers and acquisitions, 
valuations and legal issues, at 45%. The IFAC Global Knowledge 
Gateway has many of the resources needed to help SMPs offer 
advisory services.

Networks, associations and alliances
According to respondents, the top three benefi ts of membership 
of a network, association or alliance are: attracting new clients, 
broadening client service offerings, and branding and marketing. 
These benefi ts address many of the main challenges they are 
facing. What’s more, membership of these organisations can also 
expand SMPs’ ability to serve clients operating internationally. 

Only 28% of SMPs (11%) reported that they currently belong 

For more information:

For more information about the survey visit 
IFAC.org/SMP

47%
44%
43%

61%
58%

54%
51%

IFAC SMP survey (Feb 2016)

Challenges facing SMPs

Attracting new clients
Keeping up with regulations

Differentiating from competition

Challenges facing SME clients

Economic uncertainty
Rising costs

Competition
Accessing fi nance

to a network, association (10%) or alliance (7%). An additional 
24% indicated that they were considering joining one. Slightly 
less than half of respondents in both 2015 and 2014 (48% and 
49%, respectively) indicated that their SMP had no interest in 
joining a network, association or alliance. The regions with the 
largest number of respondents considering membership were: 
Africa (35%), the Middle East (32%), Asia (30%), and Central and 
South America and the Caribbean (29%). The larger the SMP, the 
more likely  the practice was to belong to a network, association 
or alliance – 65% of respondents from practices with 21 or more 
partners and staff indicated they belonged to one. 

Again, for those SMPs considering membership, I encourage 
them to go to the IFAC Global Knowledge Gateway for resources 
to help them make the decision and, if they do decide to join, to 
make the selection and transition. 

Survive and thrive
Overall, the survey results indicate that 2015 was a positive 
year for SMPs, with revenues primarily staying the same or 
increasing moderately. Despite some concerns around the 
profi ts of their clients, especially in Asia, SMPs are also optimistic 
for the year ahead, with a high number predicting increases in 
revenue. However, it is clear that many challenges remain and 
practitioners need to ensure that they maintain their relevance 
by equipping themselves to help their clients cope with the 
current environment of rapid change and innovation. IFAC and 
its member organisations, with strategic insights and advice from 
the IFAC SMP Committee, will continue supporting the critical 
SMP sector in providing the services that will ensure their SME 
clients survive and thrive. ■

Giancarlo Attolini is chair of the International Federation of 
Accountants’ SMP Committee
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Do the right thing
Ethics programmes will only have an effect on corporate culture if they are allowed to 
take precedence over results, says Daniel Johnson of the Institute of Business Ethics 

are, they are not considered effective. One in five of all British 
employees say they are aware of misconduct at their place 
of work. A growing number (now 84%), say their organisation 
provides a confidential means for staff to raise their concerns. 
Yet only half (55%) chose to raise their concerns, and 61% of 
those say they were dissatisfied with what happened after 
they had done so (it was 30% in 2012). This helps to explain 
why a significant proportion of employees say that they do not 
think anything will be done by management if they decide to 
raise an issue. 

The picture in Germany, France, Spain and Italy is not much 
better, with 54% of employees saying they chose not to raise » 

Arecent report in the UK by the Prudential Regulation 
Authority and the Financial Conduct Authority into 
the collapse and bailout of HBOS is a reminder that 

corporate whistleblowing is not working. The report blames 
the board and senior management for the failure of the bank 
because they endorsed a flawed strategy that led it to make 
increasingly risky loans and investments and rely on short-
term funding. They had, however, previously been alerted to 
this issue.

The Institute of Business Ethics (IBE) 2015 Ethics at 
Work survey highlighted that whistleblowing and speak-up 
mechanisms are still not being used by employees, and if they 
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of an ethical culture. These can 
be categorised into the three 
areas of management behaviour: 
communication of ethics, responsible 
business conduct and enforcement of 
ethical standards.

In both the UK and continental 
Europe, employees in organisations 
that provide a code of ethics, a 
speak-up line, advice/information 
helplines and ethics training are 
more likely to say that honesty is 
practised always/frequently in their 
organisation; are less likely to have 
been aware of misconduct in the 
preceding year; and are more likely to 
agree with each of the indicators of an 
ethical culture.

 
Creating a healthy culture
When it comes to speaking up, although the sample sizes are 
too small to draw a definitive conclusion, the positive indicators 
remain. Employees in organisations with a ‘supportive ethical 
culture’ were far more positive about the outcome of raising their 
concerns than those in an unsupportive one.

Creating a healthy culture that influences employee actions, 
decision-making and behaviour takes time and requires 
awareness, sensitivity, patience and resources. Unethical 
behaviour may be so ingrained into a company’s culture as to be 
considered ‘the way business is done around here’, and so may 
not be considered unethical at all.

To create and maintain a strong ethical culture, core ethical 
values need to be identified and integrated into everything the 
organisation does – from external processes such as buying and 
selling to internal ones such as governance and accounting. 
From the first interview to their last day of work, employees 
should feel that the company’s core values form the basis of 
every decision it makes.  

The role of managers at all levels is critical to the process of 
embedding ethics throughout any organisation. Line managers 
have an essential role in communicating ethics messages and 
acting as role models. Ethical acumen is a key competence for 
21st-century business leadership

The quality and style of the leadership will influence the 
tone of the entire organisation. While the collective tone at the 
top of the organisation is of utmost importance, there are also 
‘leaders’ at every level, who others will naturally try to emulate. 
‘Tone from the middle’ is as important as ‘tone from the top’. 
Research into embedding ethics in the workplace indicates that 
employees consider their line manager as the biggest enabler 
and teacher of ethics in their organisation. Data from the Ethics 
at Work survey shows that, in Britain, 71% agree that their line 
manager ‘sets a good example of ethical business behaviour’ 
and 69% feel supported by their line manager in ‘following [the] 
organisation’s standards of ethical behaviour’. 

concerns of misconduct because they 
didn’t believe corrective actions would 
be taken. 

The Ethics at Work survey shows a 
disconnect between the provision of a 
speak-up or whistleblowing line, and its 
effectiveness. Boards need to listen to, 
act upon and report back on relevant 
concerns raised by their employees. 
Failing to do so is almost worse than 
not having a mechanism for employees 
to speak up.

Does ethics pay?
Employees are the key indicator of 
the ethical temperature in today’s 
organisations. They are at the frontline 
of how the organisation interacts with 
its customers and suppliers. If they are not listened to when they 
have the courage to raise concerns, it implies that a company’s 
talk of values and ‘doing the right thing’ is just that – talk. The 
way those that speak up about misconduct are treated shows 
how seriously an organisation really takes ethics. 

The ‘business case for business ethics’ has been well 
documented. Although the IBE would advocate doing the right 
thing for its own sake, there are always pressures to show that 
doing business ethically also pays. Fans of US economist Milton 
Friedman’s famous quote – ‘There is one and only one social 
responsibility of business – to increase its profits’ – always like to 
see a financial balance to questions of right and wrong.

Companies that operate to high ethical standards have 
been proved to show increased financial performance over 
time, due to increased employee engagement, attracting high-
quality employees, enhanced reputation and generating trust 
among other stakeholders. Yet relatively little research has been 
produced that indicates how to create an ethical corporate 
culture. In order to affect business behaviour, ethical values 
need to be embedded throughout the organisation, from the 
shop floor to the director. The articulation of corporate values 
is the foundation of any ethics programme. A code of ethics, 
communications, ethics training, and supportive tools such as 
speak-up and advice lines help to embed these values. 

But the big question remains: do ethics programmes actually 
have any effect on corporate culture?

The IBE survey provides some evidence of tangible benefits 
resulting from investment in corporate ethics programmes. It 
shows that, in both the UK and continental Europe, awareness of 
corporate ethics programmes increases the ethical awareness of 
employees and their perceptions of ethical culture. 

Participants were asked whether their organisation provided 
each of the four common elements of an ethics programme: a 
code of ethics; a speak-up line; an advice/information helpline; 
and ethics training.

The survey also asked participants about their opinion on 
statements related to practices that can be seen as indicators 

Companies that 
operate to high 

ethical standards 
have been proved 
to show increased 

financial 
performance 

over time
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The marzipan layer
Yet this level of the organisation has often been referred to as 
the ethical ‘permafrost’ or the ‘marzipan’ layer where messages 
about ethics fail to penetrate. The survey indicates that, in 
continental Europe, corporate messages on support for ethics at 
work struggle to get beyond the management level. Recognising 
their impact and influence, some companies are now beginning 
to engage managers as a key component in cascading messages 
about ethics to their teams. 

Achieving buy-in from the management tier is therefore 
imperative. Organisations need to explain how their ethical 
values align with the business strategy to enable ethics to 
become a business priority. They should also frame ethical values 
as a positive contributor to the business. This will achieve greater 
buy-in from hard-pressed managers who are trying to deliver. By 
outlining the business case, managers can understand why it is 
important to consider the ethical dimension of decision-making 
and encourage their teams to do so, too. 

However, it is important that managers not only talk about 
ethics but embed it into all their decision-making. Setting the 
right example is key.

This is why data about management behaviour from the 
Ethics at Work survey is worrying. In 2015, British employees 

were more likely to say that their line manager explained 
the importance of honesty and ethics in the work they did 
(69% compared with 63% in 2012), but they were also more 
likely to say that they rewarded good results even if ethically 
questionable practices were used to achieve them (36% in 2015 
compared with 26% in 2012). 

The IBE survey provides evidence that employee awareness 
of corporate ethics programmes increases ethical awareness. 
So for those looking for a return on investment in their 
corporate ethics programme, the survey shows that this is 
money well spent. But if results take precedence over ethics, 
then all the cascading of ethics messages via managers is 
meaningless. ■

Daniel Johnson is research hub manager at the Institute of 
Business Ethics

For more information:

The Institute of Business Ethics has conducted a triennial 
survey into employees’ views of ethics at work in the UK 

since 2005. This has been widened to include France, 
Germany, Italy and Spain. Visit ibe.org.uk 
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Common cause
Controversy over the exploitation by companies of national tax rules and guidance has 
prompted a European Union action plan to steer corporate taxation reform

interests of growth, competitiveness and fairness, member states 
need to pull together and everyone must pay their fair share.’ 

Moscovici made it clear that the ball was now in the member 
states’ court: ‘The commission has laid the foundation for a new 
approach to corporate taxation in the EU. Member states must 
now build on it.’

The linchpin of the plan is the CCCTB, which would enable 
crossborder companies to avoid having to comply with 28 
different rulebooks when working out their EU taxation. However, 
the commission will have to work hard to get the idea past the 
council, given that member states have proved unwilling to yield 
national turf and approve the 2011 proposals. 

Notably, the commission proposes delaying ‘consolidation’, the 
most controversial of the elements which have stymied progress on 
the 2011 proposal. Consolidation involves a group that operates 
through different companies in different locations having a single 
tax number rather than one for each of those locations. The 
commission plans to issue a separate proposal on consolidation, 
which would allow companies to offset losses in one member state 
against profits in another, ‘as early as possible in 2016’.

Mandatory for multinationals
The stepped approach is not the only difference from the 2011 
proposal. The new proposal would create a mandatory system, 
at least for multinational companies, whereas previously it was 
to be optional. The commission said when releasing the action 
plan that since 2011, the CCCTB’s potential as an anti-avoidance 
tool has been more widely recognised, yet ‘large companies that 
benefit from the current loopholes are unlikely to opt in’; so, to 
have real impact on tax avoidance, it must be mandatory.

The key question now is whether member states will go for 
the revised proposal. ‘There is absolutely no quick-fix answer 
to CCCTB,’ says Chas Roy-Chowdhury FCCA, head of taxation 

Growing concerns that companies are exploiting 
contrasting national taxation rules and guidance in the 
European Union (EU) to cut tax bills to unsustainably 

low levels have prompted a wide-ranging response from the 
European Commission (EC).

In June 2015, it issued an Action Plan for Fair and Efficient 
Corporate Taxation in the European Union, to steer an ongoing 
revamp in the 28-nation bloc. The plan sets out a series of 
initiatives, including a strategy to relaunch its proposals for a 
common consolidated corporate tax base (CCCTB), enabling 
crossborder companies to calculate EU taxable profits by the 
same method. These proposals were initially put forward in 2011 
but have yet to be approved by the EU Council of Ministers, 
representing member states, even though its goal is to ensure 
tax is paid where profits are generated.

June’s action plan backed up a tax transparency package that 
the commission had released just three months earlier in March, 
tackling the most pressing issues, such as automatic exchange of 
information on crossborder tax rulings. But the action plan took 
the revision further, with initiatives to tackle tax avoidance, secure 
sustainable revenues for member states and strengthen the 
single market for business. Alongside the plan, the commission 
launched a consultation on disclosure, including country-by-
country tax reporting (CbCR) for multinationals.

An EC statement on the action plan explained that current EU 
corporate taxation rules are ‘out of step with the modern economy. 
Uncoordinated national measures are being exploited by some 
companies to escape taxation in the EU. This leads to significant 
revenue losses for member states, a heavier tax burden for citizens 
and competitive distortions for businesses that pay their share.’

‘Corporate taxation in the EU needs radical reform,’ said Pierre 
Moscovici, EU commissioner for economic and financial affairs, 
taxation and customs, at the launch of the action plan. ‘In the 
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at ACCA. He warns that not adopting 
consolidation at the outset would 
reduce its appeal to big business, 
but adds: ‘Even if the commission 
drops the consolidation it will still 
be a difficult sell. Since the financial 
crisis, member states are even more 
reluctant to divest themselves of any 
tax sovereignty. The measure requires 
unanimity [under EU council voting 
rules] and I think there will be a really 
long road ahead to achieve that.’ 

However, he says: ‘ACCA is keen 
to engage and see the commission 
and EU succeed. We are purely trying 
to instil a realistic slant to timeframes.’ 
He continues: ‘With so many states 
now part of the EU, we are really stuck 
for making quick changes. Almost all aspects of the corporate 
taxation plan will take time to implement and we need to be 
prepared for that.’

Apart from the European People’s Party, which is commission 
president Jean-Claude Juncker’s own political group, the 
reaction in the European Parliament has also been lukewarm, 
with MEPs saying it was a step in the right direction but that 
more needed to be done. 

Roy-Chowdhury says the commission would need staying 
power: ‘I do not see any quick fix in terms of withdrawing or 
augmenting the proposals as a fast-track way forward. We need 
to move step-by-step and realise that it will all take quite some 
time to progress through,’ he explains.

Action on tax havens
A key aim of the package is for companies to pay tax in the country 
where the profits are made, but that is not always easy to determine, 
says Roy-Chowdhury. ’It is very difficult to properly allocate profits, 
but companies generally will do the best they can in this respect, as 
the transfer pricing rules are a big part of the global tax landscape 
and they do not wish to fall foul of those.’

Alongside the action plan, the commission also published 
the first EU blacklist of ‘third-country non-cooperative tax 
jurisdictions’, to promote a more uniform approach to tax 

havens. The EU list builds on national 
blacklists and will be used ‘to screen 
non-cooperative tax jurisdictions and 
develop a common EU strategy to deal 
with them’.

Roy-Chowdhury notes that on the 
whole the EU has the economic muscle 
to force tax transparency reforms on tax 
havens: ‘It is very important that [non-EU 
jurisdictions]… can comply, take action 
and be able to be removed from the list.’

One advantage for the EU plan is that 
it dovetails with international thinking 
on Base Erosion and Profit Shifting 
(BEPS) – a concern to governments 
worldwide. This concern has inspired 
the development of a 15-point action 
plan by the Organisation for Economic 

Cooperation and Development (OECD) and the G20 group. 
In its response to the commission consultation on tax 

transparency, the Federation of European Accountants (FEE) 
argued that the commission should wait for the final OECD BEPS 
action plan to emerge before moving forward with the EU rules. 
The FEE said this would help ensure companies in Europe do not 
end up having to comply with two different sets of rules.

In its answer, it said: ‘The impact of public disclosure on 
EU competitiveness can’t be predicted, therefore it may be 
better that the EU keeps pace with international developments 
(including implementing the OECD’s BEPS recommendations) 
but does not go beyond current initiatives at this time.’

However, the commission countered, saying that not all EU 
member states are in the OECD and, unlike the EU proposals, 
compliance with the recommendations that emerge from the 
BEPS project will not be mandatory. 

FEE also warned that the EU rules would be difficult to 
enforce on businesses based outside the European Economic 
Area – the 28 EU member states plus Iceland, Liechtenstein 
and Norway – and warned that this was ‘a possible competitive 
disadvantage for EU companies and a risk that they will relocate 
outside the EEA’. ■

Sara Lewis, journalist based in Brussels
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Career boost
High performers exhibit seven behaviours to avoid distractions and concentrate on 
what matters, says Rob Yeung; plus the perfect etiquette for virtual meetings

Dr Rob Yeung is an 
organisational psychologist 

and coach at consultancy 
Talentspace 

Talent doctor: productivity

In my coaching and training work, 
I’ve talked to or formally interviewed 
hundreds of executives in sectors 
from banking and professional 
services to media and entertainment. 
Here are seven behaviours that I’ve 
observed in high performers.
1. They plan and prioritise frequently. 

Rather than arriving at work,opening 
their inboxes and dealing with what 
comes up first, they tend to spend 
time first thing reviewing what 
they could do to decide on a list 
of what they should do. They ask: 
what projects will make the greatest 
difference to my performance and 
that of my team this month, this 
quarter, this year? They deflect 
many less important tasks to focus 

on projects that create lasting value.
2. They set their own schedules. Why 

sit through a two-hour meeting when 
only 30 minutes of it may be useful? 
Many people stay because they feel 
obligated. High performers decide 
what’s important to them and prioritise 
productivity over politeness.

3. They track priorities of senior people. 
High performers regularly invest time in 
speaking to senior people to find out 
what’s really important. That way, they 
can both pursue projects that are of 
strategic importance to the organisation 
and further their own careers. 

4. They communicate wisely. Some 
people use email too much; others 
spend too much time in meetings. 
High performers realise that different 

forms of communication – instant 
messaging, email, telephone, 
video conferencing, formal and 
informal meetings – all have their 
place. Rather than automatically 
responding via the same method, 
they ask: which method would get 
the best result here? Sometimes, 
picking up the phone or arranging a 
short meeting can result in a better 
outcome than multiple exchanges of 
electronic correspondence. 

5. They give clear expectations. 
Rather than allowing themselves to 
be buffeted by requests, they tell 
people when they are or are not 
available. ‘I want to finish this piece 
of work. Can we speak after 2pm?’

6. They are decisive. Some people 
read an email or have an idea and 
think ‘I should do that’ and then 
put it aside to do later. They may 
revisit the idea multiple times. High 
performers tend to evaluate ideas 
and projects only once; they say ‘I 
will do it’ and put a plan in place or 
‘I won’t do it’ and move on.

7. They prioritise recuperation and 
personal renewal. High performers 
often work long hours, but not 
such long hours that they burn out. 
They prioritise downtime: time with 
their families, for physical exercise, 
to sleep properly, for holidays, 
and to read, learn and reflect on 
what matters. ■

For more information:

talentspace.co.uk

@robyeung

High performance

Watch Dr Rob Yeung 
expand on these themes at 
bit.ly/ACCA-Yeung3
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UAE accountants score 
Accounting and finance 
professionals based in the 
United Arab Emirates (UAE) can 
expect their wages to rise by 
up to 6% in 2016, while salaries 
for other professionals are likely 
to stagnate or even fall.

According to the 
Accounting & Finance Salary 
Guide 2016 from recruiter 
Morgan McKinley, UAE finance 
professionals can expect a 4% 
increase in salary, lifting to 5-6% 
on a move to a new employer. 
This compares favourably with 
the forecast regional average of 
zero salary growth.

Vilius Dobilaitis, UAE 
accounting and finance 
consultant at Morgan 
McKinley, said: ‘Employers 
are keen to attract finance 
professionals with formal 
accounting qualifications who 
can bring financial discipline 
and improved controls to their 
organisations. 

‘The most sought-after 
candidates are familiar with 
US GAAP, IFRS and Sarbanes-
Oxley requirements, can use 
accounting software (Oracle, 
SAP, etc), and have three 
to five years’ experience of 
working for a multinational.’

Supply shortage in Asia
Asian businesses are struggling 
to meet their objectives due to 
a shortage of accountancy and 
finance professionals. 

A survey by Hays of 3,000 
employers revealed that more 
than a third (34%) feel they 
don’t have the necessary talent 
to achieve current business 
objectives, with accountancy 
and finance roles among the 
most difficult positions to fill. 

Increased financial services 
regulation in Hong Kong 
means that banks are finding 
it hard to source enough 
permanent accountants, 
the recruiter said. Japan is 
also struggling to source 
talent, with the employment 
environment described 
as ‘opportunity rich, yet 
candidate short’.

Hays found the greatest 
demand in Japan’s financial 
services sector is for accounting 
and financial reporting talents. 
Christine Wright, managing 
director, Asia, for Hays, said: 
‘Of the employers surveyed, 
96% said skills shortages 
have the potential to hamper 
effective operation. To manage 
shortages, 65% of employers 
would consider employing 
or sponsoring a qualified 
overseas/expatriate candidate.’ 

Succession success 
Almost two-thirds of UK 
financial executives say they 
have a strategy for ensuring 
the departure of a senior staff 
member would cause minimal 
disruption to their business. 

In a survey of 200 finance 
directors carried out for 
recruitment specialist Robert 
Half UK, 62% said they had 
a formal succession plan in 

place. Only 6% said they had 
not planned for this eventuality.

Phil Sheridan, managing 
director of Robert Half UK, 
said: ‘Succession planning 
strategies are vital for 
ensuring organisations 
continue “business as 
usual”. Companies that fail 
to implement a succession 
strategy are left with the 
time-consuming exercise of 
replacing someone when a 
critical role is vacated. 

‘As our study shows, senior 
executives are now recognising 
that succession plans should 
be a core part of business 
management, in order to avoid 
an organisational crisis.’

Tax expertise critical
Organisations streamlining 
their finance function must 
consider the impact on the 
tax function. PwC’s latest Tax 
Function of the Future report 

warns that tax expertise is 
critical as companies expand 
into new markets and face 
greater regulatory pressure. 
Finance teams must contend 
with changes in areas such as 
intercompany transactions, 
transfer pricing, and new tax 
and accounting policies. 

Furthermore, the 
Organisation for Economic Co-
operation and Development’s 
Base Erosion and Profit 
Shifting (BEPS) measures mean 
multinationals will have to 
disclose an unprecedented 
level of information related 
to their business globally to 
tax authorities.

See next month’s AB for 
more from the PwC report. ■
 
Sally Percy, journalist

The perfect: manners for virtual meetings

First things first – it’s vital to know the mechanics of virtual meetings. If you’re joining 
colleagues in a meeting room but video-conferencing others offsite, you will win points if you 
know how to make it happen – dial-ins, passwords, software functionality, etc.

Make sure you’ve done your preparation, and circulate in advance any documents you’ll be 
referring to. If you start reading a report word-for-word in the meeting, people will switch off.

Speaking of switching off – don’t. It’s just rude to drop off a call. You wouldn’t get up 
and leave a meeting room without explaining yourself. If you’re suddenly unresponsive in a 
conference call or video-conferencing setting, you’ll look disengaged. Conversely, a quick 

‘I can get an answer for you 
on that right now; excuse 
me while I just ask the 
team’ will go down well, 
as long as you can get 
an answer right away and 
further the discussion. Just 
remember to clearly signal 
what you’re doing.

The key point is 
participation – in the 
chit-chat at the start as 
you wait for people to 
join, in the content of 
the meeting itself, and in 
the usual sign-offs and 
indications of what you’ll 
be doing next. A virtual 

meeting is only an efficiency 
gain if it nets the same 

results as a physical one.

For more information:

accacareers.com
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In the fast lane
In the first article in a series on strategic innovation, Tony Grundy explores how existing 
business models are being thrown up in the air and landing in quite a different shape

Tarpenning with a vision of making an electric sports car. After 
starting up on seed capital and later venture funds, Tesla came 
close to bankruptcy in 2008 and was in effect the object of a 
management buy-in when Elon Musk took over the reins. One 
of his crucial actions was the acquisition of around US$465m in 
relatively cheap loan finance from the US department of energy. 

Tesla’s pricing model followed very closely that of the 
experience curve exploited to great effect in many industries in 
Japan. Prices have gone down sharply, in line with a move towards 
more affordable – if less dazzling – models. In 2010 the Roadster 
cost US$109,000, the later Model S US$57,400, and the first mass-
market model, the Model 3, due out in 2017, just US$35,000.

Further finance was secured through rounds of private 
equity and through an initial public offering in 2010 and, despite 

stuttering profitability, the future prize of 
economic value hovers like a strategic, 
financial umbrella over the company, 
enabling it to attract new funds to 
fuel its expansion. In 2015 planned 
capital expenditure was US$1.5bn, and 
operating costs were projected to rise 
from 45% of sales to 50%. 

Obviously Tesla must be mindful of 
not growing too fast. There is a fine line 
to be managed in its growth trajectory: 
too slow and rival entrants will be 
encouraged; too fast and the business 
may overheat, like an economy given 
too much stimulus by government.

And there is more to Tesla’s strategy. 
It is planning a car buy-back scheme 
guaranteeing a return of a percentage 

A recent episode in a Sky documentary series looked at 
nuclear energy. Heat and light from the sun reaches 
Earth, it explained, heats the planet up and nurtures 

life. Plants then generate chemical energy, which over 
millions of years is compressed into oil, which is then burnt 
and so turned into heat.

Next the programme cut from the sun, via solar panels, to 
an electric car whose cells are recharged by solar energy. An 
astrophysics professor jumped behind the wheel – in this case, 
a US-manufactured Tesla – and set off noiselessly, reaching 60 
miles per hour in 3.9 seconds, gliding almost silently past noisy 
sports cars spouting emissions. 

Electric/solar-powered cars such as the Tesla are a supreme 
example of a disruptive technology that is revolutionising a 
sector that has embraced the same paradigm for decades.  

Ahead of his time
Nikola Tesla was a brilliant Serbian-American physicist and 
engineer who came up with a stream of trailblazing inventions. He 
was so prolific that alien theorists contend that he must have been 
in contact with species from elsewhere in the universe. He was 
also ahead of his time: one of his most significant inventions 
was an electric motor, which he conceived in 1882. But to date 
electric motors have lagged their petrol-powered rivals due to the 
abundance of oil at affordable prices and a lack of understanding 
about the environmental effects of carbon emissions. 

As long ago as 1996 I saw an electric car at the Epcot Center 
in Florida, US, which even then achieved reasonable performance 
but was just too costly. Two decades 
ago, there was far less pressure to 
think and behave ecologically and no 
obvious reason why the automotive 
industry should put itself through the 
unnecessary turmoil of substituting 
petrol for electricity. The mindset and 
commercial drive was just not there.

The obvious thing to do would 
have been to sell electric cars at a loss 
and push volumes up so that with the 
cumulative experience the unit cost 
would fall. This is called ‘the experience 
curve’ and is most easily observable in 
the history of microchip costs.

Cue Tesla Motors, an automotive 
company founded in California in 
2003 by Martin Eberhard and Marc 

Tesla’s pricing 
model followed 

very closely that 
of the experience 

curve exploited 
to brilliant effect 

by Japanese 
companies

Lessons learned from Tesla 

* You can’t assume your market’s entry barriers will 
remain intact: a disrupter may get around them

* Real competitive advantage is both systemic 
and dynamic

* Each chunk of any strategy must be fully evaluated 

* The future interplay between the business partners 
should be modelled in advance

* Economic value can be added even through losses, if 
these are part of a longer-term strategy.
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of the initial price pro rata to the decline in price 
of another high-quality car such as a BMW. It is 
also said to have a complex ‘coordination model’, 
with closely integrated and mutually supportive 
technologies that are hard to imitate.

Tesla has stated its intention to produce 
electric motors for other applications, 
transcending the automotive sector and defining 
itself through its distinctive competences rather 
than through its markets. It has also announced 
that it plans to sell electric power plants to other car companies. 
Maybe it was felt that this would enable it to go even faster 
along the experience curve, building ever-bigger entry barriers 
to competitors – rather like getting into a party first and locking 
the doors so that you can feast. It is also an interesting example 
of blurring the distinction between competitor and strategic ally.

But how durable is a strategy such as Tesla’s, and how might it 
pan out culturally and in the face of changes in management 
over time? Alliances are like long-term relationships: after the 
honeymoon period wears off, how do you transition to a more 
mature but evolving relationship and manage through times that 
require adjustment?

Getting the economic value out of a strategy 
like Tesla’s requires a thorough implementation 
plan to keep the operation on the road. The sheer 
pace of growth in employees could be an issue: 
employee numbers have doubled to 12,000 in the 
last 18 months. For a company that hasn’t been 
through this before, compound growth rates of 
over 50% can be very hard to assimilate and could 
well lead to indigestion. ■

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

▲ Power play
The cost of a Tesla sports 
car has come down 
from US$109,000 for 
the Roadster in 2010 to 
US$35,000 for the first 
mass-market model, 
the Model S (above), 
due out in 2017

For more information:

tonygrundy.com

For previous Tony Grundy articles on strategy and 
management theories, visit accaglobal.com/abcpd

For strategy case studies, see Tony Grundy’s videos at  
bit.ly/ACCA-Grundy
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Establishing an effective bonues scheme may 
not be straightforward, says David Parmenter

rather than by additional incentives (Theory X). Theory Y 
organisations produce better results by encouraging their people 
to be creative, work collaboratively, improve their skills and derive 
satisfaction from their work. As Robert Simons, professor of 
business administration at Harvard Business School, asks, ‘How do 
we measure the contribution of a single violin player in relation to 
the successful season enjoyed by a symphony orchestra?’

Share price pitfalls
In addition, bonus schemes should avoid any linkage to share 
price movements. Only a fool believes that the current share 
price refl ects the long-term value of an organisation. Any closing 
share price is based on the last trade; just because a buyer, 
often ill informed, wants to pay a certain sum for a portion of 
shares does not mean all shares are worth that amount. With 
share options it is so easy to get it wrong and in fact give away 
more shareholder’s funds in a period than the actual net profi ts 
created. In other words, by issuing share options you have given 
away future profi ts that may never be generated. 

Key performance indicators (KPIs) – the 10 or fewer measures 
that are measured frequently, are linked to the organisation’s 
critical success factors and can be owned by individual teams – are 
too important to be gamed to maximise bonuses. Performance 
with KPIs should be considered a ‘ticket to the game’ and 
excluded from bonuses. If you pay by KPIs, you undermine them 
so much that they will become ‘key political indicators’. ■

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

Bonus schemes can be seen as an annual entitlement, 
be very costly, create endless arguments and might 
not lead to notable improved performance. So what 

foundations should CFOs and fi nancial controllers lay down if 
they are designing a bonus scheme?

Most bonuses fail at the fi rst hurdle. If you set a target for 
employees that depends on market performance, you can’t 
really know if the measure will be appropriate until the target 
date comes. You often end up paying incentives to management 
when their performance was in fact substandard. Instead, 
performance should be compared internally (one team against 
another) and externally (against the competition) rather than 
against a future – likely or unlikely – eventuality. 

Not setting a target beforehand is not a problem as long as 
staff are given regular updates on their progress against other 
teams in-house and competitors. As Jeremy Hope, co-founder 
of the Beyond Budgeting Round Table, wrote in the IBM white 
paper How KPIs Can Help Motivate and Reward the Right 
Behavior, ‘If you do not know how hard you have to work to get a 
maximum bonus, you will work as hard as you can.’

‘Super profi ts’ should be excluded from incentive 
schemes and instead retained to cover possible losses in the 
future. In boom times, bonus schemes often give away too 
much. ‘Super-profi t years’ come around infrequently and are 
needed to fi nance the dark times of a recession. They can 
fund bonuses in loss-making years when staff are pulling the 
organisation out of the fi re. Management needs to recognise 
that performance in a boom year has limited correlation to the 
efforts of teams and individuals. 

No unearned adjustments 
All profi ts that are included in a performance bonus scheme 
calculation should be free of all major unearned ‘profi t-enhancing’ 
accounting adjustments. Many banks generated additional profi ts 
in 2010-2013 as the massive write-downs from the global fi nancial 
crisis were written back when loans were recovered.  

One simple step you can take is to eliminate from the bonus 
scheme all unearned accounting adjustments such as recovery 
of written-off debt and profi t on sale of assets. Basing rewards 
on teams, rather than individuals, is much more closely linked 
to social psychologist Douglas McGregor’s ‘Theory-Y’ view that 
people are motivated by self-esteem and personal development, 

What a bonus

Next steps

1. Read Jeremy Hope’s How KPIs Can Help Motivate and 
Reward the Right Behavior, IBM white paper, 2010.

2. Look at clever schemes used elsewhere and perform a 
wide consultation within your organisation before you 
put in a bonus scheme.

3. Email me (parmenter@waymark.co.nz) and I will send 
you a chapter from my CFO book covering all the 
foundation stones you need to understand and adopt.
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Principled learning
The IFRS Foundation’s Education Initiative is based on the 
IFRS Conceptual Framework, explains Graham Holt 

In 2005, the IFRS Foundation 
created the Education 
Initiative to support 
and promote consistent 
application of International 
Financial Reporting 
Standards (IFRS) throughout 
the world. Its prime purpose 
was to foster an ‘IFRS 
mindset’. The application of 
IFRS in practice determines 
whether the standards are 
achieving the International 
Accounting Standards 
Board’s (IASB) mission 
of developing standards 
that bring transparency, 
accountability and effi ciency 
to fi nancial markets around 
the world. 

In order to achieve 
this goal, a programme of 
education was developed 
to support the development 
and implementation of IFRS. 
The focus of the Education 
Initiative has now changed 
to concentrate increasingly 
on consistent and rigorous 
application of standards. 
The principle-based 
nature of IFRS is not fully 
understood worldwide and 
so the Education Initiative has 
concentrated on certain key 
areas that are a framework-
based teaching approach, 
support for those adopting 
and implementing IFRS and 
IFRS for SMEs, and investor-
focused education. 

In many jurisdictions, there 
is little experience of the use 
of judgment in reporting 
under IFRS. Framework-
based teaching is an initiative 
to try and instil a common 
understanding of IFRS based 
on the Conceptual Framework 
while developing the 
capability to make judgments. 
The IASB has developed 

material designed to develop 
accounting students’ ability to 
make IFRS judgments in their 
accountancy training.

One of the major 
challenges facing accounting 
education is the creation 
of a learning environment 
that promotes high-quality 
learning. Constructive 
alignment (Biggs, 1996; 
Biggs and Tang, 2011) 
is an outcomes-based 
methodology for designing, 
promoting and assessing 
deep student learning. It 
is based on the belief that 
students construct their 
learning through engaging 
in relevant learning activities 
with the tutor creating 
the appropriate 
learning environment. 
Accounting education 
has been criticised 
because of the 
perception that the 
objective of training is 
to know facts, and this 
has encouraged students to 
perceive and tackle problems 
from a narrow perspective. 

Approaches to learning
Students generally can be said 
to have three approaches to 
learning: surface, strategic and 
deep. Surface learners tend to 
concentrate on the main facts 
and issues, with retention of 
information being important, 
whereas those students who 
interpret the meaning of the 
text, using a deep approach, 
think critically, which as a 
consequence means that 
it is more likely that the 
information will be retained 
long term. The strategic 
approach, meanwhile, is 
adopted where the intention 
is to achieve the best possible 

grades through effective study 
methods. 
The IASB is essentially 
promoting a deep approach 
to learning through its 
framework-based teaching, 
with the intention of 
providing students with long-
lasting conceptual knowledge 
of IFRS.

It seems that there is 
overwhelming support for 
principle-based standards 
but there are questions over 
what this actually means and 
whether IFRSs are actually 
principle-based. Essentially, 
an IFRS requirement is 
principle-based only when 
it is consistent with the 
concepts in the IASB’s 
Conceptual Framework.

The framework sets out 
the concepts on which the 
standards are based. The 
majority of IFRS requirements 
are deemed to be consistent 
with the concepts set out 
in the framework. However, 
the application of the cost 
constraint results in some 
IFRSs being inconsistent with 
the framework and this has 
led to a questioning of the 
purpose of the framework as 
a foundation for developing 
new requirements.

The IASB has developed 
new IFRSs before concluding 
the current review of the 
existing concepts in the 
framework and, as a result, it 
has come under criticism for 
not appropriately applying » 
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the framework for the purpose 
of developing IFRS. The IASB 
has acknowledged that some 
decisions on accounting issues 
have been based more on 
expediency than on concepts.

Views on usefulness
There are many views 
about the usefulness of the 
framework – for example, 
that the framework should 
not be the ultimate driver for 

the development of IFRS but 
that it should be aspirational, 
with each IFRS disclosing how 
it relates to the framework, 
especially where a departure 
is made. However, if there 
is to be consistency, IFRS 
should be derived from the 
objectives and concepts of 
the framework. Inconsistencies 
between the framework and 
IFRSs raise questions about 
the framework as a conceptual 

basis for IFRS. 
Currently, 

the framework 
assists preparers 
in dealing with 
transactions that 
are not the subject 
of an IFRS. IAS 
8, Accounting 
Policies, Changes 
in Accounting 
Estimates and 
Errors, sets out 
the role of the 
framework in this 
situation. In the 

absence of a standard or an 
interpretation that specifi cally 
applies to a transaction, 
management must use its 
judgment in developing and 
applying an accounting policy 
that results in information 
that is relevant and reliable. 
In making that judgment, 
management must refer 
to the following sources in 
descending order:

* the requirements 
and guidance in 
IASB standards  and 
interpretations dealing with 
similar and related issues

* the definitions, recognition 
criteria and measurement 
concepts for assets, 
liabilities, income and 
expenses in the framework.

There are several 
inconsistencies between 
existing IFRSs and the 
proposed Conceptual 
Framework currently being 
developed. It appears 
that there will not be an 

automatic revision of IFRSs 
upon publication of a revised 
Conceptual Framework. A full 

review and immediate 
alignment of all existing 
IFRSs with the revised 
framework seems to 
be a good approach 

but this may undermine 
IFRS as a stable platform 
for preparers and users. 
IAS 8 is expected to be 
even more applicable 

and important for 
preparers if the conceptual 

guidance being developed is 
more detailed than the current 
framework.

There are certain 
underlying defi nitions that 
are currently used in IFRS 

but not dealt with by the 
framework. The term ‘business 
model’ was used for the 
fi rst time in IFRS 9, Financial 
Instruments (2009). A reference 
to the business model was also 
included in the 2008 exposure 
draft of the Conceptual 
Framework but not published 
in the fi nal version. 

The business model 
principle has already been 
implicit in IFRS for a while. 
IAS 40, Investment Property 
(2000), differentiates between 
real estate assets on the basis 
of the economic purpose of 
holding the asset. Opinions 
vary on the use of the business 
model concept. Some 
feel that it would enhance 
relevance, while others claim 
that it introduces bias into 
fi nancial reporting. 

While it has no defi ned 
meaning, the term is 
increasingly referred to 
in corporate reporting to 
describe an entity’s activities, 
its asset confi guration and 
its customers, products and 
services. The determination 
of the business model often 
determines the accounting 
treatment; an example would 
be accounting for fi nancial 
instruments under IFRS 9.

Thus it appears that there 
are signifi cant differences of 
opinion over the usefulness 

The IASB has 
come under 

criticism for not 
appropriately 
applying the 

framework for 
the purpose of 

developing IFRS
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and nature of the framework, 
which in turn causes issues 
for the IASB if it is to 
promote a framework-based 
teaching approach.

Framework-based teaching 
relates the concepts in the 
Conceptual Framework to the 
particular IFRS requirements 
being taught. Obviously, 
students must initially be 
taught the objective of 
fi nancial reporting and the 
other main concepts set out 
in the framework plus the 
economics of the particular 
transaction or event. 

Understanding of IFRS
Under this approach there 
would be discussion as to 
the extent to which the 
requirements are consistent 
with the objective and 
concepts set out in the 
Conceptual Framework. The 
approach attempts to give 
students an understanding 
of IFRS by relating the 

requirements to the objective 
of IFRS fi nancial information 
and the concepts that 
underlie IFRS and inform its 
development. Furthermore, 
there should be discussion 
as to why it was not cost 
effective to maximise the main 
concepts in the framework. 

The reasons for this are 
usually set out in the basis for 
conclusions that accompanies 
the standard and this 
document is a useful learning 
aid. Compromises are often 
reached with certain IASB 
members and their differing 
opinions are also a useful 
source of discussion.

IFRS fi nancial statements 
are based on estimates, 
judgments and models. 
The framework establishes 
the concepts that underpin 
those estimates, judgments 
and models, and provides a 
basis for the use of judgment, 
particularly where IAS 8 has to 
be utilised.

The development of 
students’ knowledge will 
progress from awareness 
through understanding to 
competence depending on 
the level of the programme. 
The approach can be used 
for a fi rst-year undergraduate 
course right through to 
immediately before qualifying 
as an accountant. The 
teaching would fi rstly create 
awareness of IFRS judgments 
and estimates, then develop 
an understanding of selected 
judgments and estimates, and 
fi nally develop competence 
in making judgments and 
estimates. In order to facilitate 
this approach, video/web 
clips and class discussions, 
case studies, extracts from 
published fi nancial statements, 
press reports and regulatory 
decisions could be utilised. 

This form of teaching 
is seldom found outside 
university courses and 
currently very few professional 

courses offer this approach 
to accounting students, 
and yet professional body 
examiners often complain 
of a lack of understanding 
of the principles of IFRS. It 
seems strange that the IASB 
and professional accountancy 
bodies are supportive of this 
approach but for various 
reasons it appears that most 
professional courses adopt a 
different approach to learning. 
Many students take a strategic 
approach to study looking 
upon the educational process 
as being purely success 
driven. ■

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

For more information:

                               ifrs.org
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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 Pacific

Malaysia

Markets on the rise
The Malaysian capital 
market is growing, 
according to the new annual 
report of the Securities 
Commission. It expanded 
2.1% year-on-year in 2015 to 
RM2.82 trillion (US$705bn). 
The equity market meanwhile 
increased 2.6% to RM1.7 
trillion (US$425bn), while 
the bond and sukuk 
(Islamic bond) market grew 
1.4% to RM1.12 trillion 
(US$280bn). Read the report 
at bit.ly/ scm-ar2015.

GST guides
The Royal Malaysian 
Customs Department has 
issued new goods and 
services tax (GST) guides 
on the country’s approved 
toll manufacturer scheme 
and also on retailing (see  
bit.ly/rmcd_gst-guides), 
plus revised guidance 
on GST registration (see  
bit.ly/rmcd-gst-reg).

GST exemptions
The Malaysian government 
has also released a new 
amendment regarding the 
zero-rating for GST of goods 
such as peas, beans, lentils 
and starches; medicines, 
medical devices and medical 
gases; and air container leases. 
More at bit.ly/gst-exmpt.

Land valuation
The Malaysian Institute 
of Accountants (MIA) is 
seeking comments from 
accountants on new guidance 
for assessing the cost of 
land through valuing its 
revenue over time, looking 
at different ways in which 

landholdings can generate 
earnings. Find out more at  
bit.ly/mia-land-val.

RQFII licence
Malaysia’s central bank and 
the Securities Commission 
Malaysia have issued joint 
guidance on how to apply to 
the China Securities Regulatory 
Commission for a Renminbi 
Qualified Foreign Institutional 
Investor (RQFII) licence, which 
enables Malaysia-based 
institutions to invest directly 
into the mainland Chinese 
capital market using Chinese 
yuan renminbi funds. More at  
bit.ly/scm-rqfii.

Hong Kong

Advice for investors
Hong Kong’s Securities and 
Futures Commission (SFC) has 
released revised principles 
of responsible ownership 
for investors, relating to 
investments in local listed 
companies. One key change 
is removing references to 
individual and retail investors. 
The document also advises 
that investors who state that 
they are not bound by the 
principles should explain why, 
and indicate what alternative 
good practice they follow. 
Read the full guidance at  
bit.ly/sfc-resp-own.

OTC trading deadline
The SFC has also announced 
that new guidance on the 
regulation of automated 
trading services will come 
into effect on 1 September. 
Central counterparties (CCPs) 
wishing to provide mandatory 
clearing services for over 
the counter (OTC) derivative 
transactions from that day 

should request permission 
before 29 April. The new 
guidelines codify existing 
SFC practices. More at  
bit.ly/reg-aut-trdg.

Sharing tax information
The Hong Kong government 
has announced that tax 
information exchange 
agreements signed in 2014 
between Hong Kong and six 
Nordic jurisdictions (Norway, 
Sweden, Iceland, Denmark and 
its self-governing autonomous 
countries Greenland and the 
Faroe Islands) entered into 
force between 4 December 
and 17 February. More at  
bit.ly/ird-tieag.

Aid for depositors
The Hong Kong government 
has gazetted the Deposit 
Protection Scheme 
(Amendment) Ordinance 
2016, which authorises 
compensation for people who 
have money deposited in a 
failed bank. This aid would 
cover up to HK$500,000 
(US$64,400) per depositor 
without deducting liabilities 
owed to the bank. More at  
bit.ly/hkgov-dep-prot.

Securities trading growth
A survey of cash market 
transactions for 2014/15 
conducted by the Hong 
Kong Stock Exchange (HKEX) 
has found that increases in 
overseas investor trading 
and exchange participants’ 
principal trading underpinned 
all securities market trading 
growth. The value of trading 
by overseas investors rose 
71% on the previous year, 
compared to a 45% increase in 
trades by local investors.  
More at bit.ly/hkex-sec-trd.

HKEX factbook
HKEX has published its 
annual fact book which 
contains highlights from 
its 2015 activities, plus 
statistics from its securities 
and derivatives markets, 
and also from the London 
Metal Exchange, which HKEX 
acquired in December 2012. 
More at bit.ly/hkex-factbk.
 
Mainland China

E-commerce tax
China is to tax foreign 
products sold online on B2C 
(business to consumers) 
internet platforms. The policy 
will take effect on 8 April. Tariff, 
import VAT and consumption 
tax will be imposed on imports 
costing more than RMB2,000 
(US$307.1) through a single 
trade; purchases costing 
less than RMB2,000 will be 
subject to 70% import VAT 
and consumption tax but are 
exempt from tariffs. The new 
policy is being introduced in 
conjunction with new tariff 
rates. For example, cosmetics 
and luxury watches will 
attract 60% tariffs – up from 
50% and 30% in 2015; and 
foods and books will attract 
15% instead of 10%. More at 
bit.ly/ch-ecomm-tax.

Business tax break
On 1 May the Chinese 
government will roll out a 
pilot project nationwide that 
eliminates business tax for 
companies in the finance, 
real estate, construction, 
railway, telecommunications, 
postal services and care 
service industries. Up to 
now, companies in these 
sectors have had to pay 
business tax and VAT. 
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According to China’s state 
administration of taxation, 
the aim of this move is to 
reduce red tape in taxation 
matters and improve 
efficiency. China started 
trialling this project back in 
2012 in Shanghai, and later 
expanded it to 10 more 
cities and provinces. If 
the nationwide trial is 
successful, the government 
will consider making these tax 
breaks permanent. More at 
bit.ly/bus-tax-exmp.

Singapore

Budget tax changes
The Singapore government’s 
latest annual budget will 
support more mergers and 
acquisitions, doubling the 
cap from SG$20m to SG$40m 
(US$29.5m) for 25% tax 
allowances for qualifying 
M&A deals per financial 
year. The budget package 
will also grant stamp duty 
relief for up to SG$40m of 
consideration on the same 
deals. It also authorises 
a new 100% investment 
allowance for purchases of 
automation equipment. And 
to help companies, small-
to-medium sized enterprises 
in particular,  the corporate 
income tax (CIT) rebate is to 
be increased from 30% to 
50% of tax payable, capped 
at SG$20,000 (US$14,750) 
rebate payable per year 
for the 2016 and 2017 tax 
years. Meanwhile, mandatory 
e-filing of CIT returns will be 
introduced in tax year 2017 
for companies with a turnover 
exceeding SG$10m, in 2018 
for firms with turnover of 
more than SG$1m, and in 
2020 for all companies. More 
at bit.ly/iras-budg-tax.

M&A code revisions
The Monetary Authority 
of Singapore (MAS) has 
revised the city state’s 
takeovers and mergers code 
under its Securities and 
Futures Act. Key changes 

effective from 25 March 
include providing certainty 
in cases of competing 
offers, clarifying that offer 
timetables will be aligned to 
that of the latest offer; and 
prescribing a default auction 
procedure where final offer 
prices are not revealed. 
Deadlines for releasing 
competing offers have also 
been extended. More at  
bit.ly/mas-manda-code.

Currency swap extended
The People’s Bank of 
China (PBC) and the MAS 
have renewed a bilateral 
currency swap arrangement 
for three more years from 
7 March. The deal helps 
the central banks of both 

countries provide foreign 
currency liquidity to stabilise 
financial markets. More at  
bit.ly/pbc-mas-swaps.

Revised UAE DTA
Reforms to Singapore’s 
avoidance of double 
taxation agreement with 
the United Arab Emirates 
(UAE) have come into force, 
giving companies from 
both countries more time 
before tax authorities judge 
that they have created a 
permanent establishment 
in either jurisdiction. 
The revised agreement 
also lowers withholding 
tax rates for dividends and 
interest income. More at  
bit.ly/dta-uae-ref.

ACMF programme 
The Association of Southeast 
Asian Nations (ASEAN) Capital 
Markets Forum (ACMF) has 
approved a 2016 programme 
to foster mutual sharing and 
exchange of expertise and 
experience among capital 
market regulators in the 
region. Consultative panels 
have been formed to improve 
connectivity between ASEAN 
stock exchanges and boost 
ASEAN as an investment 
destination. The ACMF will also 
explore helping capital market 
professionals switch jobs across 
ASEAN’s member countries. 
See bit.ly/acmf-2016-prog. ■

Keith Nuthall and Wang 
Fangqing, in Shanghai

Malaysia capital markets to boost cybersecurity

Capital markets and their traders within Malaysia may be forced to forge stronger 
defences against cybercrime in the face of growing concerns that hackers could 
disrupt and damage the country’s financial services industry. The Securities Commission 
Malaysia (SC) is seeking comments from accountants and other financial specialists 
about proposed regulations which would oblige capital market participants to develop 
cybersecurity programmes and policies, including contingency plans for dealing with 
associated risks.

These requirements would apply to the stock market, Bursa Malaysia, and to licensed 
traders in securities and derivatives by the first quarter of 2017; and to all capital market 
participants by the first quarter of 2018. More at bit.ly/cm-cybersec.
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Get to grips with MPERS
ACCA Malaysia’s Public Practice Committee recently met to discuss the implications of 
the new reporting framework and how it compares with other standards

The recent introduction of 
the new Malaysian Private 
Entities Reporting Standard 
(MPERS) is timely, given the 
increasing prominence of 
local private entities and 
small and medium-sized 
enterprises (SMEs) in the 
regional and global markets.

MPERS, the new financial 
reporting framework for 
private entities that came 
into force on 1 January 
2016, is seen as a vital step 
in preparing local private 
companies for globalisation 
as well as the challenges that 
come with it. 

‘The introduction of 
MPERS is part of aligning 
local businesses to global 
standards, and we believe 
the benefits will outweigh 
the costs in the long run,’ 
said Mok Wan Kong, ACCA 
Malaysia’s Public Practice 
Committee (PPC) chairman 
and KPMG partner, at a recent 
discussion on the topic. 

MPERS is practically 
identical to the International 
Financial Reporting Standards 
(IFRS) for SMEs set by the 
International Accounting 
Standards Board, except 
for the requirements for 
those involved in property 
development activities.

During the discussion, 
PPC members acknowledged 
that there will likely be some 
teething problems with the 
adoption of the new standard, 
which replaces the outdated 
Private Entity Reporting 
Standard (PERS). They also 
pointed out that private 
entities have the option to 
choose whether they want 
to use MPERS or adopt the 
Malaysian Financial Reporting 
Standards (MFRS) as their 
accounting framework. This, 
they say, depends on their 
future direction and what 
financial reporting standard 
their parent or holding 
company is using.

Speaking during the 
discussion, Mok explained that 
it is not a given that private 
entities must adopt MPERS. 
‘The first misconception 
people and companies have 
is that they should move to 
MPERS by default. They have 
the option to go for MFRS,’ he 
said, adding that companies 
have to get up to speed 
in their understanding of 
both frameworks.

Companies that are 
part of a group operating 
outside Malaysia are more 
likely to adopt MFRS. ‘Many 
companies in Malaysia belong 

to companies overseas, and 
they do not use MPERS. Most 
of them would be IFRS or US 
GAAP compliant,’ Mok said. ‘If 
the entity adopts MPERS, the 
entity would have to realign to 
group accounting policies for 
purposes of group reporting 
and this will increase the 
workload of the finance team.’

Nexia SSY director Michelle 
Yong said that many of her 
clients are multinationals 
(MNCs) with units operating in 
Malaysia. ‘We advise them to 
move on to MFRS because it 
is more streamlined with their 
holding companies, which are 
MNCs,’ she said.

However, for companies 
that are essentially operating 
in Malaysia without holding 
companies overseas, it is less of 
an issue for them to move from 
PERS to MPERS. ‘The other 
category of companies are 
those that are stand alone; they 
will have to make a choice as 
to which accounting framework 
is better for them,’ Mok said. 
‘This depends on the industry 
they are in, the resources that 
they have and so on.’

Major differences
EY partner Hoh Yoon Hoong 
suggested that companies 
consider the major differences 

between MPERS and MFRS. 
‘For example, in the case of 
investment property, MFRS 
allows for two models – the 
cost model or fair value model 
– but MPERS only allows 
fair value model,’ Hoh said. 
‘Hence if the parent adopts 
MFRS and adopts the cost 
model, it makes no sense 
for the subsidiary, a private 
entity, to adopt MPERS, 
which only has the fair value 
model option.

‘If the parent adopts the 
cost model but the subsidiary 
adopts MPERS, the subsidiary 
will have to obtain a valuation 
for its investment properties 
(and incur cost for appointing 
an independent valuer) for 
purposes of its statutory 
reporting but the carrying 
value of the investment 
properties carried at fair value 
will have to be restated back 
to cost to be in line with the 
parent company’s accounting 
policy,’ Hoh explained.

Mok also pointed out that 
MPERS is very prescriptive 
while IFRS is principles-based. 
‘One has to understand the 
differences between the two 
frameworks before deciding 
which one to adopt.’

Hoh concurred on this 
point. ‘As IFRS is principles 
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based, and sometimes you 
may have applied the wrong 
judgment, you can still argue 
it out depending on the 
circumstances. But if it is rules 
based it is either a yes or no, 
right or wrong,’ he said. 

Lack of awareness
The announcement for MPERS 
transition was made in 2013, 
so private entities have had 
two years to prepare for the 
new standards. However, the 
PPC members noted that 
there was a general lack of 
awareness and urgency among 
private entities on transitioning 
to MPERS. 

This is also consistent with a 
recent survey by the Malaysian 
Institute of Accountants, which 
revealed that more than half of 
respondents who are preparers 
of financial statements have 
not attended any training 
on MPERS, and only 35% of 
preparers have discussed their 
implementation strategy with 
a professional adviser such as 
an auditor.

Mok noted that audit firms 
have been conducting training 
on MPERS for their clients. 
‘However, the attendance for 
the training is not as high as 
we want it to be,’ he said. ‘It 
seems to me that companies 
are still very relaxed about it. 
Maybe they were so stressed 
out with Goods and Services 
Tax (GST) [in the first half of 
last year].’

Bernard Tan, a partner at 
Baker Tilly Monteiro Heng, 

‘This is not a one-
off. Standards 

evolve. When you 
move to MPERS or 

MFRS, it is a live 
standard’

Understand the gaps
The PPC members also 
discussed the measures that 
companies need to take to 
prepare for the transition from 
PERS to MPERS or MFRS. One 
of the first steps is to do a gap 
analysis, Mok noted.

‘They have to understand 
what are the gaps between 
PERS and MPERS and also 
MFRS so that they can 
evaluate which framework best 
suits them,’ he said.

The gap analysis, Mok 
said, can be conducted by 
the companies themselves or 
their auditors. ‘The analysis 
will tell you the gaps between 
the current accounting policies 
and new accounting policy, 
the areas that are different,’ 
he said.

Mok pointed out 
that companies need to 
continuously monitor changes 
to the accounting standards. 
‘This is not a one-off. 
Standards evolve. When you 
move to MPERS or MFRS, it is 
a live standard,’ he said.

From the perspective of 
the practitioners, the transition 
to MPERS or MFRS presents 
another set of problems for 
them and their staff. ‘Our 
staff will now have to face 
the challenge of having to 
familiarise themselves with two 
accounting frameworks going 
forward,’ Mok added.

Ng suggested that 
accountancy firms may need to 
consider having two separate 
groups of staff to handle 
MFRS and MPERS clients to 
avoid confusion. He added 
that staff also need to be 
provided with ample training 
on the standards.

As with the introduction 
of new accounting standards, 
Mok anticipated some 
teething problems for private 
entities. ‘It will help if they 
have qualified accountants to 
ease the transition, whether 
internally or engaged as 
consultants,’ he said. ■

MK Lee, journalist

agreed that businesses, 
especially SMEs, are still in 
the transitioning period of the 
GST regime. ‘The adoption of 
new accounting framework like 
MPERS is least on their mind 
now,’ he said.

Tan added that some SMEs 
do not have qualified teams to 
implement the new accounting 
framework and their reliance 
on auditors is still very high. 
‘MPERS is an international 
standard for SMEs; it is not the 
same as PERS,’ he said. ‘There 
is a wrong perception that it’s 
just adding “M” to PERS’.

Mok said that the challenge 
is to get the message to the 
right decision-makers on what 
they need to do regarding 
MPERS or MFRS. ‘Currently, 
the finance people are aware 
of this. How much effort 
they want to put into it now 
depends on the budget, 
whether their bosses are 
convinced and willing to 
spend money on this.’

Yong believed that smaller 
companies are not too 
concerned about the new 
accounting framework. ‘Their 
preoccupation is to get their 
accounts out and that they 
don’t have to pay so much 
tax,’ she said.

Ng Choon Jin, a partner at 
SL Ng & Associates, agreed 
that many business owners 
were not too worried about 
this issue. ‘For them, that is the 
amount of fee they are going 
to pay, and whatever standard 
you want to use is up to you 

[the accountant],’ 
he said.

Penalty 
perception
On why many 
companies are 
more concerned 
by submissions 
for GST than 
dealing with 
MPERS, Ng said 
that there is a 
perception that 
‘there are penalties  
arising from 

non-compliance with GST as 
opposed to non-compliance 
to accounting standards’.

However, Hoh said that 
there was a need to ‘refer 
them to the requirements 
of the Companies Act, 
which could result in possible 
jail terms for directors if 
they fail to prepare a set 
of accounts in accordance 
with the applicable 
approved accounting 
standards in Malaysia’. 

He added that companies 
need to realise that ‘the 
directors of the company are 
responsible for filing a set of 
accounts that is in compliance 
[with the applicable approved 
accounting standards].’ He 
said that it would be a serious 
matter if the auditor issues 
a qualified opinion on the 
basis that the company did 
not prepare their financial 
statements in accordance 
with the applicable 
approved accounting 
standards in Malaysia.

On the lack of urgency 
among companies to 
transition to MPERS, Mok 
pointed out that many private 
entities do not consider 
1 January 2016 as the 
implementation date. ‘They 
think they still have one more 
year before they need to 
close their accounts, so why 
worry? That’s the mentality,’ 
he said.   

With MPERS, while the 
rule requires private entities 
to comply from 1 January 
2016, the new framework 
requires companies to have 
retrospective prior-year 
figures for comparison. ‘The 
implication here is that they 
will need to convert current-
year figures in accordance 
with MPERS to enable this 
comparison for next year’s 
financial statement,’ Mok 
said. ‘Hence, the urgency for 
private  entities to prepare 
for MPERS early. To start 
now would in fact be a little 
delayed, but they must begin 
the transition now.’ 
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ACCA President’s Debate
Delegates at the 2016 ACCA President’s Debate in Kuala Lumpur in April discussed the 
future of the ASEAN Economic Community and the lessons it can learn from the EU

‘Will fitting the EU’s teeth 
give the ASEAN Economic 
Community the bite it is 
lacking?’ was the theme 
of the ACCA President’s 
Debate, which was held 
outside the European 
Union (EU) for the first 
time. Traditionally, these 
debates have taken place in 
EU countries, mirroring the 
rotation of the EU presidency. 

‘This year, I wanted to take 
the debate wider, especially 
as ACCA and I have been 
following the development 
of the ASEAN Economic 
Community [AEC] with a keen 
interest,’ said Datuk Alexandra 
Chin, the first ACCA president 
to come from Malaysia. 

The Association of 
Southeast Asian Nations 
(ASEAN), comprising Malaysia, 
Singapore, Brunei, Thailand, 
Indonesia, the Philippines, 
Vietnam, Cambodia, Laos and 
Myanmar, is the third largest 
economy in Asia and the 
seventh largest in the world. It 
offers opportunities in the form 
of a huge market of US$2.6 
trillion in combined GDP and 
a population of more than 622 
million. ‘There is significant 
potential, and I believe that the 

EU and the AEC can learn from 
each other,’ said Chin.

The emerging AEC, 
which was formally launched 
in December 2015, aims to 
achieve a single, integrated 
market with free flows of 
trade, capital and investment 
as well as skilled labour. The 
EU experience has lessons to 
share on integration, but it 
is generally thought that the 
AEC will not adopt the EU 
model, in particular features 
such as a single currency and 
supranational institutions like 
the European Parliament and 
European Court of Justice. 

‘Do we need to go all the 
way to the extent of the EU?’ 
asked Senator Dato’ Sri Abdul 
Wahid Omar, minister in the 
Prime Minister’s department, in 
his keynote address. ‘No. The 
model we have is appropriate 
at this point in time. Maybe 
we don’t have teeth which 
are sharp enough, but what 
we need to ensure is that the 
objectives that we outlined for 
the AEC are achieved.’    

According to the AEC 
scorecard, by July 2015 ASEAN 
had fulfilled 91.5% of its targets 
and implemented 413 of its 
506 measures, said Dr Jayant 

Menon, lead 
economist in the 
economic research 
department 
at the Asian 
Development Bank. 
The outstanding 
measures pertain 
to challenging 
targets such as 
non-tariff barriers 
and barriers to 
trade in services 
and other sensitive 
areas, including 
agriculture. 

Among the obstacles to 
greater integration, the huge 
diversity among member 
states – especially the disparity 
between economies and gaps 
in development – is often cited. 

The unique character of 
the alliance is part of the 
reason why the AEC cannot 
and will not copy the EU 

‘Maybe we don’t 
have teeth which 

are sharp enough, 
but what we need 

to ensure is that 
the objectives 

outlined for the 
AEC are achieved’

formula wholesale. Imposing 
a single currency, Menon 
said, would only be feasible 
if there was fiscal union as in 
the US; it would be ‘economic 
suicide’ otherwise. 

The EU and ASEAN 
display different values and 
aspirations in other ways, too. 
‘The intent within ASEAN is 

▲ Exchanging views
(Left) Isham Ishak, deputy secretary general for trade at Malaysia’s 
Ministry of International Trade and Industry, with (right) Dr Jayant 
Menon, lead economist at the Asian Development Bank

▲ EU champion
Dr Steven Everts, senior adviser on EU-ASEAN and ARF alternate 
senior official in the Asia Pacific department, European External 
Action Service, was bullish about the EU-ASEAN relationship
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completely different,’ said 
Menon. ‘Integration in the 
AEC is a means rather than 
an end. ASEAN is pursuing 
globalisation as the end, and 
the mechanism is the AEC.’ 
So ASEAN has set up non-
preferential trade accords, 
for example; it has chosen 
not to mirror fortress Europe 
and remained very open; as a 
result, trade and investment 
have grown strongly. 

The region’s growth 
prospects and other strengths 
mean that geopolitically 
ASEAN is courted by many. 
Dr Steven Everts, senior 
adviser on EU-ASEAN, and 
the Asian Regional Forum 
(ARF)’s alternate senior official 
in the Asia Pacific department, 
European External Action 
Service, referred to ASEAN 
as a ‘swing state’ within Asia, 
and described the EU-ASEAN 
bond as a partnership with 
strategic purpose. ‘If the 
EU-ASEAN relationship was 
a stock, I would buy it!’ he 
joked. Everts stressed that 
the EU is the only partner 
capable of aiding ASEAN 
with ‘continental issues in a 
continental-style market’.  

Dr Fraser Cameron, 
director of the EU-Asia Centre, 
a think tank, remarked that the 
EU-ASEAN relationship was 
developing but had yet to fulfil 
its tremendous potential. The 
EU-ASEAN agenda could be 
enhanced if ASEAN were more 
unified, he said, singling out 
strong leadership and robust 
structures as prerequisites 
for moving the AEC forward. 
‘Policy differences, reliance 
on consensus and weak 
institutions will hinder it from 
achieving its full potential,’ 
he said.

The reluctance to yield 
autonomy to supranational 
institutions is an obvious 
barrier to speedy integration. 
However, Menon said, ‘There 
is no appetite to surrender 
sovereignty to a supranational 
body. There is not that level of 
trust yet. This will take time and 

we need to be comfortable with 
this. This is the ASEAN way.’

As a conflict-averse 
community, ASEAN has not 
had to deploy its dispute 
settlement mechanism. ‘ASEAN 
is all about the carrot and not 
the stick. We are not ready 
to risk confrontation among 
ourselves,’ Menon explained. 

Isham Ishak, deputy 
secretary general (trade), 
at Malaysia’s Ministry of 
International Trade and Industry, 
remarked: ‘Unlike the EU, 
which is very institutionalised, 
people here are not ready for a 
mechanism where companies 
can directly take legal action 
against the government.’ 

Cameron pointed to 
ASEAN’s ‘very tiny secretariat 
and tiny budget’ as further 
impediments to economic 
integration – the 10 ASEAN 
nations are supposed to 
contribute just US$1.9m each 
a year to run the secretariat. 
Everts deemed it ‘absurd’ that 
the EU is a larger donor to 
ASEAN than some of its own 
member states. 

Isham noted the secretariat 
is short on professionals and 
indigenous research, relying 
heavily on external studies to 
formulate policy. However, it 
recognises that it must rectify 
these funding and talent 
challenges, and Isham said the 
secretariat is working towards 
building capacity.

Menon argued however 
that ASEAN has deliberately 
underpowered its secretariat 
to protect individual 
sovereignty and autonomy. 
‘The ASEAN secretariat is 
weak by design. The equal 
sharing of costs is no accident, 
intended to keep funding 
under a certain threshold and 
prevent ASEAN from coming 
under the thumb of a more 
powerful supranational body.’

In response to a comment 
on the flat growth in ASEAN 
intraregional trade – 
suggesting that liberalisation 
and integration initiatives had 
failed – Menon cautioned 

against using traditional 
yardsticks. Since ASEAN’s 
end-game has always been 
globalisation, with integration 
and the AEC as the means to 
this end, it makes sense that 
the region would focus on 
enhancing global trade, and 
not just intra-ASEAN trade. 
More recently, however, slowing 
global trade, a reduction in 
relocation of global supply and 
production chains, and the 
efforts of individual nations to 
switch demand from external 
to internal sources and 
rebalance their economies, 
also account for stagnant 
intraregional trade. 

Cameron made the point 
that successful integration 
depends on conquering hearts 
and minds. ‘People don’t fall 
in love with a single market,’ 
he said. ‘You must make the 
market relevant to people.’ 
Pertinently, the EU’s simplified 
controls and single currency 
facilitate movement and hence 
have gained popular buy-in. 
By breaking down the barriers 
to free flows of people and 
capitals, the AEC could gain 
the support it needs from the 
ASEAN community. 

Everts suggested, tongue 
in cheek, that perhaps social 
relevance could be fostered 
through forging personal ties. 
Schemes such as the EU’s 
Erasmus student exchange 
have brought together 
many couples from across 
the continent and led to the 
birth of a million babies – 
including Everts’ own children. 
According to EU figures in 
2014, 33% of Erasmus students 
had hooked up with people of 
a different nationality, nearly 
three times the rate of students 
who had not travelled. 

In the long run, the key 
to change is in ASEAN’s 
hands. ‘How the AEC 
develops is up to ASEAN 
itself,’ Cameron concluded. 
Good intentions along with 
aid, warm wishes and lessons 
learnt from the EU can only go 
so far if ASEAN itself stymies 
the integration process. ■

Nazatul Izma Abdullah, 
journalist

▲ Thinking man
Dr Fraser Cameron, director 
of the EU-Asia Centre, put the 
case for strong leadership
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You can shape our future
As nominations for this year’s elections open, Peter Jenkinson explains Council’s vital role 
in ensuring good corporate governance and shaping ACCA’s strategic direction 

This is an important time in 
ACCA’s governance cycle: the 
period for nominations for 
this year’s Council elections 
has now opened. Between 
now and 15 June, members 
can put themselves forward 
as candidates for election to 
Council. If you are interested 
in helping to shape the future 
of ACCA and have ideas, 
energy and experience to 
contribute, I encourage you 
to think about standing.

As ACCA’s secretary, the 
Council election process falls 
under my remit. However, that 
isn’t the only reason I care 
about it and want it to be as 
effective as possible. During 
my career I’ve developed a 
strong interest in corporate 
governance and gained 
insights into its value within 
organisations. Before I joined 
ACCA in November 2015, 
I spent the previous seven 
years working in the National 
Health Service as director of 
corporate affairs at St George’s 
University Hospitals NHS 
Foundation Trust in south-west 
London. My role was a broad 
one, giving me responsibility 
for corporate governance 
as well as risk, legal services 
and communications. I’ve 
also worked in central 
government and various 
private sector companies, 

including Computer Sciences 
Corporation and AVIS Europe.

As a qualifi ed company 
secretary, having gained my 
qualifi cation from the Institute 
of Chartered Secretaries and 
Administrators, I appreciate 
the valuable work that 
professional bodies like ACCA 
do. I realise that effective 
corporate governance is vital 
for maintaining a well-run 
organisation and mitigating 
the risks that ACCA faces. This 
viewpoint is underpinned by 
the research and insights work 
ACCA continues to undertake 
in the area of corporate 
governance, risk management 
and organisational 
effectiveness. Our interest 
and involvement in corporate 
governance is longstanding, 
and for many years ACCA has 
encouraged debate on what 
makes for effective governance 
– how it could and should work.

 
Representing members
The Council elections bring 
that theory to life. A key feature 
of ACCA’s governance structure 
is that our members vote for 
and appoint Council. We see 
this as fundamentally good 
corporate governance, creating 
a direct link between our 
membership and the running of 
our association. ACCA’s Council 
has an important and wide-
ranging remit, ensuring that we 
operate in the public interest 
and deliver the objectives 
stated in our Royal Charter. 
Council also elects a president, 
deputy president and vice 
president, who function as 
the leadership of the ACCA 
membership, and their 
appointments run for one year.

A key part of Council’s role 
concerns helping to shape 

ACCA’s strategic direction. 
Council collaborates with 
the executive team in order 
to devise ACCA’s strategy 
and provides an objective 
environment to help the 
executive team address new 
issues. Together, Council and 
the executive explore ideas 
and challenge the status quo.

Council is required to 
approve ACCA’s strategy, 
while its delivery is undertaken 
by the executive team. 
Council has responsibility for 
governance of the process and 
performance management – in 
effect, it holds the executive 
team to account on behalf of 
members for the achievement 
of ACCA’s objectives. Council 
also has an important role to 
play in promoting the chosen 
strategy and explaining it to 
our global membership.

Governance role
Council also plays an important 
role in ACCA’s effective 
governance in a number of 
other ways. Council members 
are represented on a range 
of standing committees that 
are designed to ensure our 
strategic direction is well 
governed and well planned. 
For example, Council provides 
assurance to members about 
ACCA’s sound fi nancial and 
general management through 
an audit committee. (It does 
not, however, appoint our 
external auditors, as this 
activity is reserved for the 
Annual General Meeting.) 
Council also appoints the 
Nominating Committee 
to ensure that Council 
remains representative of 
our membership and that all 
members of Council are able 

How to apply for Council

* You need to tell the ACCA secretary of your intention 
to stand.

* The closing date for nominations this year is 
15 June 2016.

* Your nomination must be supported by at least 
10 named individuals – ACCA members of good 
standing – which means, for example, that they have 
paid their fees and met their continuing professional 
development requirements, and have no disciplinary 
orders found proved by ACCA.

* Once your application has been confirmed in writing, 
we will request an election statement of around 500 
words, plus a head-and-shoulders photograph for the 
AGM papers that are circulated to all members at the 
end of July.

* You will also have the opportunity to supply a short 
video in support of your nomination.

* Online and postal voting opens after members 
have been sent details of all candidates and closes on 
8 September.

* Results of the voting will be announced at our AGM 
in September. 
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to play a full part in Council 
affairs through, among other 
things, other committees 
of Council. The Council-
appointed Remuneration 
Committee deals with the 
performance and remuneration 
of senior management, and 
reports back to Council as 
appropriate. Other active and 
important committees include 
the Governance Design 
Committee, Market Oversight 
Committee and the Resource 
Oversight Committee, all of 
which address key areas of 
ACCA activity and report back 
to Council.

Council members are also 
represented on a number 
of public oversight boards, 
namely the Appointments 
Board, Regulatory Board, 
Qualifications Board and 
Standards Board.

My call to action
As you see, Council plays a 
vital role in helping ACCA 
to create a successful future. 
We therefore need a strong 
Council, one that fully 
represents the strengths of 
our membership. We want 
Council members from around 
the world, from every sector 
of the profession and who 
can represent a wide range 
of senior positions. We need 
individuals with technical or 
practical experience, with 
high professional integrity 
and ideas to share. We also 
value members with strong 
communication skills, who are 
able to perform effectively 
in ambassadorial roles and 
who are capable decision-
makers. Willingness to learn 
and continue your own 
personal development is 

For more information:

Find more details at members.accaglobal.com/elections

also encouraged.
The term of office for 

Council members is three 
years, but members can 
stand for re-election up to 
three times. This means that 
you could potentially serve 
on Council for nine years in 
total. This period could then 
be extended to 12 years if 
you are elected to act as vice 
president, deputy president 
and president, and need the 
extra time on Council in order 
to complete your presidency.

Being a Council member is 
stimulating and challenging. 
You will ultimately be 
responsible for safeguarding 
ACCA’s reputation, image and 
brand. You will be acting on 

behalf of all members and on 
behalf of future generations 
of members – today’s students. 
It goes without saying that 
being a Council member 
is a high-profile and highly 
responsible role.

The Council election 
process is controlled and 
well governed (see the box for 
an outline of how it works.) If 
you want to play your part 
in ACCA’s future, why not 
put yourself forward for the 
Council elections? You need 
to get your application in 
to me by 15 June. I’d wholly 
recommend it. Good luck! ■

Peter Jenkinson is ACCA’s 
secretary

◄ Ready to serve
Clockwise, from left: current Council 
members Nur Jazlan Mohamed, Brian 
McEnery and Rosanna Choi have played a 
vital role in helping ACCA move forward
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Council’s March meeting
At its first meeting in the Adelphi, Council members approved the proposed 2016-17 
budget and heard about the progress on developing ACCA’s public sector strategy

Council met on 12 March 
in London. The meeting 
featured discussions and 
decisions on a number of 
important matters.

* Council confirmed Robert 
Stenhouse as its preferred 
nominee for vice president 
for 2016-17. (The formal 
elections for ACCA’s 
officers will take place at 
the annual Council meeting 
immediately following 
the AGM on Thursday 
15 September.)

* The president, Datuk 
Alexandra Chin, updated 
Council on her and the 
officers’ activities since 
November, including 
attendance at events in 
Malaysia, Laos, Poland, 
China and the UK.

* Council received a 
presentation from the chief 
executive focusing on 
the approach to member 

value and satisfaction 
in the UK market, and 
received an update on 
strategic performance to 
31 January 2016 and key 
strategic matters.

* Council broke into 
discussion groups 
to consider ACCA’s 
brand positioning and 
mechanisms to leverage 
brand power, including the 
impact of recent research in 
this area. 

* Council approved the 
proposed budget for the 
organisation for 2016-17, 
including the proposed 
membership subscription 
for 2017. Following a 
recommendation from 
a group of committee 
chairmen, Council also 
approved the measures and 
targets to be used to 
track ACCA’s strategic 
performance in 2016-17.

* Council received a 
presentation from the 
chairman of the AGM 
Lessons Learnt Review 
Group, which covered the 
outcome of the exercise 
and recommended plan of 
action. It agreed to dissolve 
the group, with oversight 
of the implementation 
of the action plan and 
governance-related 
areas coming under the 
Market Oversight and 
Governance Design 
Committees respectively.

* Council received an 
update on the progress on 
developing ACCA’s public 
sector strategy, highlighting 
the opportunities for 
ACCA and the approaches 
being adopted to increase 
ACCA’s influence in this 
important sector.

* Council received the 
annual report from 

the Regulatory Board, 
including an update on the 
governance arrangements 
and an update on activities 
of the Standards Board, 
Qualifications Board and 
Appointments Board.

* Council noted a report 
from the Qualifications 
Board, including the review 
of the December 2015 
examination results, noting 
that the board had ratified 
the results and no major 
issues had been raised.

* Council also received a 
presentation from the 
chairman of the Market 
Oversight Committee on 
the work of the committee, 
including developments 
and investments in 
specific markets in order to 
deliver the strategy. ■

Council’s next meeting will be 
in Singapore on 18 June
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Rollout continues for computer-based exams

Headline for web: Fit for today’s workplace
ACCA has built on changes to the exam timetable with the introduction of  
session computer-based exams marked by experts, reports Alan Hatfield

Following the introduction 
of a more flexible exam 
calendar from September 
last year, ACCA is now rolling 
out further computer-based 
exams. These will incorporate 
the use of spreadsheet 
and word-processing tools 
to reflect how finance 
professionals work today.   

As we highlighted in 
the June 2015 edition of 
Accounting and Business, the 
new timetable of four exam 
sessions a year was introduced 
in September last year – initially 
to students in selected markets 
and then rolled out around 
the world. The new March and 
September exam sessions 
have been extremely popular 
with students, with over 86,000 
taking exams in March this year. 
Employers have also benefited 
from the initiative, having more 
options to schedule in trainee 
development outside of peak 
periods of activity.

From September this 
year we will start the phased 
introduction of the new 
session computer-based 
exams (‘session CBEs’) for 
the F5, F6 (UK), F7, F8 and F9 
exams. This will further align 
the exams with the work of the 
modern financial professional. 

The new CBEs should 
not be confused with our 
existing on-demand CBEs 
offered for the F1-F4 (English 
and Global) exams of the 
ACCA Qualification and their 
Foundation-level equivalents. 
One significant difference is that 
the new session CBEs contain 
constructed response questions 
that require human/expert 
marking, in addition to a range 
of objective test questions, 
which are auto-marked. By 
using a mix of question types, 

we are able to assess technical 
knowledge across the full 
syllabus and the relevant 
application of that knowledge, 
ensuring our students are 
prepared for the workplace.   

Students will use 
spreadsheet and word-
processing tools to answer 
questions within the 
constructed response section, 
aligning the exams with how 
these tasks are carried out in 
today’s working environment. 
These changes, which have 
been made in consultation 
with employers, will ensure 
that students are equipped 
with the types of skill that 
employers need. 

Phased approach
We are taking a country-by-
country approach to rolling 
out the exam changes so 

that they are implemented 
only when each country is 
ready for them and has the 
necessary capabilities to 
administer CBEs. The new 
CBEs will run alongside our 
paper-based exams during 
the timetabled exam weeks 
and implemented via a 
network of independent 
test centres, ensuring we 
provide students with the 
same professional exam 
environment currently offered 
at paper-based centres.

The inclusion of expert 
marking at the higher levels 
of our exams distinguishes 
us from a number of other 
accountancy bodies. In 
recent years, some global 
competitors have moved to a 
more significantly on-demand 
CBE model, not requiring 
expert marking and therefore, 

we believe, compromising 
how rigorously students are 
examined. As a result, we 
remain the largest, leading 
global accountancy body to 
be represented on multiple 
education frameworks 
benchmarked at Master’s level.  

Any changes we make to 
the exams will have the rigour 
and quality of the Qualification 
as its main focus. Session 
CBEs have gone through 
extensive development and 
review cycles so members 
and employers can continue 
to have the confidence that 
our members hold a first-class 
professional qualification that 
provides them with the skills 
they need. ■

Alan Hatfield is ACCA 
executive director of strategy 
and development
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Food for thought
CFO luncheon looks at the finance function in the digital economy; ACCA Sabah Society 
celebrates 25 years; corporate governance summit gets to grips with integrated reporting

Leadership for CFOs
ACCA and SAP Malaysia 
jointly organised a luncheon 
for 25 C-suite executives 
at Le Méridien Kuala Lumpur 
in March. 

This is the third consecutive 
year that ACCA has partnered 
with SAP in this initiative, which 
this time focused on how 
the finance function should 
operate in the digital economy 
and how CFOs can guide and 
lead business transformation.

In his welcome address, 
David Chin, head of ACCA 
Malaysia, described CFOs 
as agents of change within 
today’s businesses, and 
explained their role at the 
forefront of technological 
developments in today’s 
digital economy.

Richard McLean FCCA, 
SAP’s regional chief finance 
officer for Asia Pacific and 
Japan, hosted the exclusive 
luncheon alongside Madanjit 
Singh, managing director of 
SAP Concur, Asia. 

ACCA Sabah marks 
its silver jubilee
An evening reception 
organised by ACCA Malaysia 
to celebrate the 25th 
anniversary of the ACCA 
Sabah Society proved a most 
enjoyable occasion. 

The society, officially 
registered in 1991, has a 
membership of more than 140 
ACCA members. Its purpose 
is to promote the accountancy 
profession in Sabah and 

educate the public 
about the ACCA 
Qualification as 
a pathway to 
Chartered Certified 
Accountant status. 

The guest of 
honour at the 
gathering, which 
was held in the 
Shangri-La Tanjung 
Aru Resort & Spa, 
Kota Kinabalu 
in March, was 
YAB Datuk Seri 
Panglima Musa 

Haji Aman, chief minister of 
Sabah, who was welcomed 
by Datuk Alexandra Chin, 
ACCA’s president, one of 
the founding members of 
ACCA Sabah.

Among the 100 guests who 
attended the celebration were 
current and past presidents 
and chairmen of ACCA 
Sabah, ACCA members and 
close associates. The evening 
also included an award 
presentation ceremony which 

recognised achievements of 
12 ACCA members who had 
each clocked up more than 
25 years of membership, as 
well as 14 young professionals 
who have recently qualified 
for ACCA membership 
status and are just starting out 
on their careers.

 
Recognition for new 
Approved Employers
ACCA welcomed three 
established companies into 
the Approved Employer family 
in Malaysia.

The recognition of the 
World Health Organization 
(WHO) Global Service Centre 
as an Approved Employer 
– Trainee Development 
(Platinum) status – was made 
official at a presentation held 
in February. The event was 
attended by Hans Troedsson, 
assistant director general 
of WHO in Geneva; Henry 
Cardenas, director of WHO 
Global Service Centre; 
members of WHO senior 

▼ Showing the way
(Left-right) SAP Malaysia managing director Terrence Yong, with 
Richard McLean, SAP regional chief finance officer (Asia Pacific and 
Japan); David Chin, head of ACCA Malaysia; and SAP Concur’s 
managing director (Asia) Madanjit Singh at the CFO luncheon

▼ Jubilee jamboree
Datuk Alexandra Chin, ACCA president (4th from right) cut the 
25th anniversary cake, with (to her right) YAB Datuk Seri Panglima 
Musa Haji Aman, chief minister of Sabah; David Chin; Benjamin Lee, 
president of ACCA Sabah Society; and past presidents

CFOs are agents 
of change within 
businesses, with 

a role at the 
forefront in the 

digital economy
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management; and ACCA 
members and students. 

A presentation ceremony 
was also held for DKSH 
Malaysia and its 17 subsidiaries 
who were collectively awarded 
ACCA Approved Employer – 
Trainee Development (Gold) 
and Professional Development 
status. Among its subsidiaries 
are the global brand Famous 
Amos and DKSH Corporate 
Shared Services Centre, based 
in Technology Park Malaysia.

TMF Administrative 
Services Malaysia received 
ACCA Trainee Development 
(Gold) status, for the support it 
provides to its ACCA trainees 
in completing their practical 
experience requirements.

ACCA champions tax 
with Deloitte
The inaugural Deloitte 
Southeast Asia (SEA) Tax 
Challenge crowned its first 
champion in February after 
months of intense preparation 
by participants from Malaysia, 
Singapore, Indonesia and 
Thailand.  

ACCA Malaysia has been 
proud to be a main sponsor 
of the Deloitte Tax Challenge 
(Malaysia) for the last three 
years, culminating in support 
for the launch edition of the 
regional challenge.  

▲ Setting the standard
(From left) David Chin, head of ACCA Malaysia, skilfully guided a discussion on the evolution of 
corporate reporting with guests Datin Sunita Rajakumar, chairman of Caring Pharmacy, Richard Bedlow, 
executive director of PwC Malaysia, and Dr Lau Chee Kwong, associate professor of accounting 
at Nottingham University Business School

▼ Seal of approval
Kelly Sidhu (L), head of business relations, ACCA Malaysia 
welcomed the World Health Organisation Global Service Centre 
to the ACCA Approved Employer fold. Accepting the certificate 
on behalf of WHO was Noni Mafabune, finance coordinator

The best competitors from 
the four countries battled 
it out in front of judges Yee 
Wing Peng FCCA, tax leader 
of Deloitte Malaysia, Robert 
Tsang, Deloitte SEA tax leader, 
Kelly Sidhu, ACCA’s head of 
business relations Malaysia, 

and Sunita Nathan, publishing 
director of Wolters Kluwer SEA.

Taxwiz, a team from 
Malaysia’s Tunku Abdul 
Rahman University College 
(TARUC) were crowned 
champions in the team 
category, winning a cash prize 
of RM8,000, while The Fifth 
Avenue team from Thammasat 
University in Thailand won 
RM4,000 as runners-up. Merit 
awards were awarded to 
Team Exceptional One from 
Singapore Management 
University and team 1Donesia 
from University of Indonesia. 

ACCA’s award for best 
presenter went to Oranas 
Termsedcharoen from 
Thammasat University for her 
exceptional skills in articulating 
her case. 

As part of its support for 
the initiative, ACCA Malaysia 
sponsored a presentation skills 
workshop the day before the 
challenge to prep the finalists 
on how to produce a winning 
presentation.

Phua Kuan Hua, finalist 
from Singapore Management 
University (SMU), emerged 
as winner in the individual 
category, walking away with 
a tidy cash prize of RM5,000. 
He also received the award 
for best writer, which was 
sponsored by Wolters Kluwer. 

Mah Wen Jian from 
University Tunku Abdul 
Rahman (UTAR) in Malaysia 
was runner-up in the individual 
category, winning RM2,500. 
Jenjira Yossomsakdi from 
Chulalongkorn University in 
Thailand, and Samuel Edwardo 
Situmorang, from Gajah Mada 
University in Indonesia took 
home the merit awards.

Summit on corporate 
reporting
David Chin, head of ACCA 
Malaysia, moderated a 
panel discussion entitled 
‘Sustainability reporting: 
the evolving landscape of 
Corporate Reporting’ at the 
eighth annual corporate » 
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governance summit held 
in March. 

The discussion included 
contributions from Datin 
Sunita Rajakumar, chairman 
of Caring Pharmacy; Richard 
Bedlow, executive director 
of PwC Malaysia; and Dr 
Lau Chee Kwong, associate 
professor of accounting 

at Nottingham University 
Business School Malaysia. 

The event was a 
valuable opportunity 
to showcase ACCA’s 
thought leadership on this 
subject and involvement 
in the development of 
sustainability and integrated 
reporting in Malaysia.

Members’ coffee chat
ACCA Malaysia hosted 
a series of gatherings 
with over 70 members in 
Kuala Lumpur as part of an 
initiative to deliver added 
value to members.

At a coffee chat session 
in February, Jason Crimson 
FCCA, Asia-Pacific shared 

services director at Kimberly-
Clark Regional Services and 
a member of the ACCA 
Malaysia Advisory Committee, 
shared his experience of 
personal branding as a tool for 
career success.

An evening talk 
entitled ‘Compounding 
Your Wealth with Value 
Investing’ in March was led 
by David Poh, director of 
EquitiesTracker.International, 
who coached the audience 
on timeless investment 
strategies, managing 
risks and optimising an 
investment portfolio under 
any market conditions.

ACCA president hosts 
reception in Tawau
About 20 ACCA members 
in Tawau, Sabah, gathered 
for a dinner hosted by 
ACCA president, Datuk 
Alexandra Chin in March. 
The evening provided an 
opportunity to unite members 
for a networking session that 
included obtaining feedback 
on members’ needs.

ACCA Fellows engage 
with the next generation 
Three members of the ACCA 
Public Practice Committee 
(PPC) shared their experience 
and career journey in 
public practice with around 
100 students at the UCSI 
University in March. Gary 
Huang, partner at Deloitte 
Malaysia; Francis Cyril, 
partner at BDO Malaysia; 
and Ng Choon Jin, partner 
at S.L.Ng & Associates, gave 
valuable advice on studying 
for the ACCA exams, and 
highlighted the importance 
of having a professional 
qualification in addition to a 
university degree.

This special talk, which was 
organised in collaboration 
with the Accounting & Finance 
Student Association of UCSI 
University, is one of ACCA’s 
initiatives aimed at debunking 
the negative myths surrounding 
careers in public practice. ■

▲ Engaging with the next generation
Jason Crimson FCCA (right), director of Asia-Pacific shared services at Kimberly-Clark Regional Services, 
met young ACCA members at the coffee chat session held in Bukit Bintang, Kuala Lumpur

▼ One for the album
ACCA president Datuk Alexandra Chin (seated, centre) hosted a networking dinner for ACCA 
members with staff from the ACCA Malaysia office in Tawau, Sabah
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Using interns can deliver 
great benefits for both 
the organisation and the 
intern, according to a 
short, informative guide for 
employers by ACCA. 

Hiring an intern contains 
some helpful hints to 
consider. It finds the more 
preparation an employer puts 
into planning the internships, 
the better the results.

‘Many companies across 
different sectors have a long 
history of hiring interns and 
have reaped the rewards of 
nurturing new talent,’ says 
Anthony Walters, head of 
policy, ACCA Western Europe. 

‘To get the most out of 
an internship it is important 
to be clear on what you want 
the intern to do. All too often 
employers fall into the trap 
of thinking that just offering 
an internship is enough in 
itself, but with a bit of simple 
planning much more can be 
gained for both employer 
and intern.’

ACCA’s survey on the 
subject found that the interns 
who gained most from the 
experience were those who 

were assigned challenging 
projects and tasks that gave 
them broad experience of 
the organisation, were given 
supervision and mentoring, 
and were set clear goals 
and objectives.

The majority of businesses 
surveyed offered paid 

internships. Paying at least the 
minimum wage was thought 
the right thing to do by 65% of 
senior decision-makers. 

The guide is primarily 
aimed at the finance sector, 
but the principles can easily 
be applied to all employers 
considering hiring an intern.

Intern incentive
A new ACCA guide to hiring interns finds both parties can benefit 
from internships – as long as they are structured properly
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ACCA member 
benefits
Employability
Membership improves 
earning power and job 
prospects on a global 
scale.

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

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

Personal development
CPD, training and career 
progression support.

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

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

Go to www.accaglobal.
com/memberbenefits

For more information:

Read the report Hiring an intern: ACCA’s best practice 
guide for employers at bit.ly/ACCA-interns

Glasgow switch

ACCA is to move its Glasgow office to new premises over 
three floors at 110 Queen Street in central Glasgow (pictured) 
later this year. More than 600 people work at ACCA’s current 
Glasgow offices at 2 Central Quay and 138 Hyde Park Street. 

ACCA chief executive Helen Brand called it ‘an exciting 
step in ACCA’s continuing growth as an international 
organisation. ACCA’s operations have a proud history in 
Scotland, going back to the 1970s. Since that time, we have 
grown our workforce there to create an operational centre 
that covers exam delivery, HR, IT, finance and ACCA’s global 
customer service centre – ACCA Connect. 

‘The relocation strengthens our position as a quality 
employer and gives ACCA a dynamic, inspiring and sustainable 
place to work in the heart of a thriving and dynamic city.’
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