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benefits of ACCA membership, 
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memberbenefi ts 
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Search thousands of vacancies 
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job alerts at our jobs site 
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About ACCA

ACCA is the global body for 
professional accountants. We aim to 
offer business-relevant, fi rst-choice 
qualifi cations to people of application, 
ability and ambition around the 
world who seek a rewarding 
career in accountancy, fi nance and 
management. We support our 178,000 
members and 455,000 students 
throughout their careers, providing 
services through a network of 95 
offi ces and active centres.  
accaglobal.com 

Channels and media

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

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

Webinars
On a raft of topical issues

The power of integration

Integrated reporting 
is gaining traction in 
Malaysia with companies 
embracing the need for 
improved disclosures so 

that stakeholders are better informed. The recent MIA-
ACCA Integrated Reporting Survey revealed widespread 
dissatisfaction with reporting conventions and an interest in IR 
as a better tool for corporate reporting. In our article on page 
16, we look at the fi ndings of the survey and the challenges 
for businesses to adopt IR in their reporting cycles.

Earlier this year, President Xi Jinping outlined China’s bid 
to become a ‘world football powerhouse’ by 2050, opening 
football pitches and training centres numbering in their 
thousands in the next fi ve years. Interest in the sport has been 
gaining traction as investors have looked to purchase teams in 
the UK and Europe. Yet investing overseas can be fraught with 
diffi culty as our article on page 28 explains. 

Black swan events are diffi cult to predict but their impact on 
economies and markets can be profound – the recent fi nancial 
crisis being a case in point. Although rare, planning for such 

events needs to be factored into business strategies so that 
if black swans fl y over the horizon corporates will be better 
equipped to deal with the risks (page 30).

In our interview on page 12, we speak with MIA president 
Dato’ Mohammad Faiz Azmi, executive chairman of PwC 
Malaysia. Appointed MIA president last year, Faiz took on the 
task of ensuring the MIA plays a key role in the overhaul of the 
profession in Malaysia, as well as reshaping the MIA into an 
institute capable of providing a pipeline of qualifi ed accountants. 
His term runs to 2017, ensuring he has a packed schedule ahead.

For more on inspiring fi nance professionals, read our 
interview with Casey Barnett who was in Rio in the summer 
to coach Cambodia’s Olympic wrestling competitor. Barnett 
manages to combine his day job of running a business school 
with mentoring athletes (page 54).

And fi nally, don’t forget to catch up on a range of hot topics 
at ACCA’s annual virtual conference, ‘Accounting for the Future’. 
You can see the agenda and register at accaglobal.com/
accountingforthefuture.

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

Welcome
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▲ Final frontier
The world's largest 
radio telescope, 
costing RMB1.2bn, has 
gone into operation 
in Guizhou province, 
China, searching for 
signs of intelligent life

▲ Financial option
Qatar aims to create 
a Wall Street-style 
financial centre in a 
rundown part of Doha 
in a bid to reduce 
its reliance on the oil 
and gas industry

► Let them go!
Malaysian firms are 
taking a stand against 
Pokémon Go, with a 
handful sacking staff 
who persist in playing 
the augmented reality 
game while at work

▼ Compliance cost
Hong Kong's Securities 
and Futures Commission 
has imposed a HK$2.5m 
fine on HSBC for failing 
to comply with position 
limits on futures and 
options contracts in 2014
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▼ Key substitution
PwC Switzerland 
has been appointed 
auditor of Fifa, amid 
allegations of financial 
irregularities at 
football's governing 
body

▼ Heat exchanger
US support for the Trans-
Pacific Partnership was 
cast into doubt after US 
presidential candidates 
Donald Trump and Hillary 
Clinton clashed over the 
deal in a televised debate

▼ Windward island
Gusts of 227km/h (141 
mph) ravaged Taiwan, 
closing offices and 
schools, as Typhoon 
Meranti, the strongest 
storm to hit the island in 
21 years, passed through
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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

Close encounters
EY has agreed to pay US$9.3m 
to settle charges that two of 
the fi rm’s audit partners got 
too close to their US client 
on a personal level – one 
involving a friendship with a 
New York-based public listed 
company’s CFO, the other a 
‘romantic involvement’ with its 
chief accounting offi cer – and 
violated rules that ensure fi rms 
maintain their objectivity and 
impartiality during audits. In a 
statement, the Securities and 
Exchange Commission (SEC) 
said that these were the fi rst 
enforcement actions involving 
personal relationships 
between auditors and their 
clients. It found that EY ‘did 
not do enough to detect or 
prevent these partners from 
getting too close to their 
clients and compromising their 
roles as independent auditors.’

Climate cohesion
The Paris Agreement on 
climate change is ‘virtually 
assured’ to come into force by 
year’s end after a raft of 
new countries – including 
the world’s two largest 
emitters, China and the 
US – joined the agreement 
in September. United Nations 
secretary general Ban Ki-
moon described the mass 
signings as ‘remarkable’. ‘It 
can sometimes take years 
or even decades for a treaty 
to enter into force,’ he 
said. ‘It is just nine months 
since the Paris climate 
conference. This is testament 
to the urgency of the crisis 
we all face.’ There are now 
60 countries on board; 
together, these countries 
represent almost 48% 
of global emissions. 

Accounting probe
Energy giant Exxon Mobil 
Corp is being queried over 
its accounting practices in 
the wake of the oil slump, 
Bloomberg reported. Citing 
a source close to the matter, 
the report claimed that the 
Securities and Exchange 
Commission is investigating 
whether Exxon should 
have written down assets – 
potentially worth billions of 
dollars – since oil prices began 
tumbling in 2014. It added 
that the inquiries stem from 
larger questions about whether 
Exxon has for decades failed to 
alert investors about potential 
climate-change risks for a 
company with annual sales 
that could rival the world’s top 
50 national economies. Exxon 
previously told the Wall Street 
Journal that it defended its 
write-down policy and was 
conservative in asset valuations.

Rallying recruits
Malaysia needs 60,000 
accountants to achieve its 
goal of achieving high-income 
nation status by 2020 – a 
shortfall of around 28,000, 
based on the 32,000 members 
currently registered with 
the Malaysian Institute of 
Accountants (MIA). ‘Clearly, 
we have a lot of work to 
do,’ Dato’ Mohammad Faiz 
Azmi, MIA president, told a 
fi nancial intelligence summit 
in Kuala Lumpur attended by 
Sir David Tweedie, chairman 
of the International Valuation 
Standards Council. He 
outlined MIA’s intensifi ed 
efforts to educate students 
about the career opportunities 
of the profession, including 
a programme for non-
accounting graduates 

Information exchange
Singapore and the UK have 
agreed on the automatic 
exchange of fi nancial account 
information, beginning 
in September 2018. The 
September signing of 
a competent authority 
agreement between the tax 
authorities of both nations 
saw Singapore join more 
than 100 jurisdictions that 
have accepted the Common 
Reporting Standard, endorsed 
by the OECD and the Global 
Forum on Transparency and 
Exchange of Information for 
Tax Purposes, to be phased in 
from 2017. 

Location matters
Depending where they are 
in South-East Asia, young 
entrepreneurs will fi nd more 
or fewer supports to equip 
them for the age of digital 
disruption. Says Sam Wong, 
EY’s ASEAN government 
and public sector leader: 
‘For countries that have a 
relatively more advanced 
digital landscape, such as 
Malaysia and Singapore, we 
are seeing more supportive 
physical, business and legal 
infrastructure for businesses to 
adopt these new technologies 
and platforms, which in turn 
spurs entrepreneurship. 

Trusted advisers

Accountants working in small and medium-sized practices 
(SMPs) remain the most trusted advisers of small and 
medium-sized (SMEs) according to a report by the 
International Federation of Accountants (IFAC). ‘Today’s 
SMPs are knowledge-rich service providers with great 
potential to expand beyond compliance to fi ll a variety of 
business advisory roles,’ said IFAC CEO Fayez Choudhury. 
The report highlights factors that can help them 
understand how to most effectively evolve and diversify 
their service offerings, he added. ‘As SMEs have long 
been considered the ‘engine rooms’ of global growth and 
development, it is important that IFAC and professional 
accountancy organisations help make SMPs aware of the 
opportunities that will help them and their clients thrive.’

8

Accounting and Business 11/2016

News | Roundup

AP_newsroundup.indd   8 06/10/2016   12:13



For frontier countries such 
as Indonesia, Vietnam and 
Myanmar, the empirical 
observation is that digital 
readiness takes a slower pace, 
as the governments focus on 
other more pertinent issues.’

IT alliance
KPMG China and mainland IT 
company Inspur have signed 
a framework agreement 
affi rming their intention to 
form a strategic alliance to 
develop Total Tax Solutions, 
a tax management software 
solution. Both parties aim to 
leverage each other’s strengths 
in products, solutions 
and markets to develop a 
leading, comprehensive 
tax management software 
solution for domestic Chinese 
enterprises, with a view 
to meeting local market 
demands and promoting the 
use of digital, networking 
and intelligent technology 
in tax management. 

More free trade
Chinese authorities will set up 
seven new free trade zones 
(FTZs) across the country, 
bringing the total number to 
11, hoping to replicate the 
success of previous trials. The 
new FTZs will be in Liaoning, 
Zhejiang, Henan, Hubei, 
Sichuan and Shaanxi provinces 
as well as Chongqing 
municipality, Xinhua reported. 
The expansion comes three 
years after the launch of 
China’s fi rst free trade zone, 
in Shanghai, to test a broad 
range of economic reforms, 
including more openness to 
foreign investment and fewer 
restrictions on capital fl ows. In 
late 2014, FTZs were approved 
for Fujian and Guangdong 
provinces and Tianjin. 

Happy chappies
Workers from the Philippines 
are the most contented in 
South-East Asia, reporting 
the highest job satisfaction 
and happiness rate among 
seven countries. Indonesians 

and Thais came in second 
and third for job satisfaction 
on employment marketplace 
JobStreet.com’s 2016 
Happiness Index, with 
Malaysians the least happy. 
Filipinos put a high premium 
on great rapport with 
colleagues, convenient work 
location and the company’s 
reputation. In terms of job 
satisfaction, Singaporeans 
scored the lowest. 

Partners in growth
China’s SMEs have been 
urged to use Malaysia as their 
stepping stone for growth. 
At the Malaysia-China Silk 
Road Economic Forum 2016, 
Datuk Chua Tee Yong, deputy 
minister of international 
trade and industry, spoke 
of the growing economic 
and diplomatic ties between 
the two countries, notably 

that Bank Negara Malaysia’s 
clearing house promotes 
trade between both countries 
and China’s recent decision 
to invest in Malaysian bonds. 
‘This is a clear picture of how 
good our relationship is with 
China,’ he said. 

Bottles banked
A levy on glass containers 
in Hong Kong is likely to 
come into effect in 2018, 
according to Baker Tilly. 
The levy is to be paid by 
importers and manufacturers 
of glass-container beverage 
products but will only apply 
to those that are distributed 
or consumed in Hong 
Kong. Since the levy may be 
computed on the basis of 
per litre-container volume 
instead of other criteria such 
as the container weight, 
Andrew Ross, managing 

director at Baker Tilly Hong 
Kong, said that manufacturers 
and importers will need 
to modify their records to 
indicate the total volume of 
contents of glass containers 
sold, rather than simply the 
number of bottles. ‘This 
is because a registered 
supplier must submit periodic 
returns to the Environmental 
Protection Department, 
setting out the necessary 
information to compute the 
recycling levy payable.’

Pie in the sky
CIOs in Hong Kong and 
Singapore are highly focused 
on reducing costs and/or 
improving the operational 
effi ciency of their company 
(79% in Hong Kong and 72% 
in Singapore), but they are 
only slowly embracing cloud 
technologies to help them » 

ACCA alliance partner launches ethics report

ACCA members have attended events around the world to launch a new report on ethics 
in fi nancial services by strategic alliance partners Chartered Accountants Australia and New 
Zealand (CA ANZ).

Leo Lee, ACCA deputy president (pictured here far left, with, from left, CA ANZ staff 
members Lee Whitney and Simon Grant, and ACCA Council member Fergus Wong), 
attended the Hong Kong launch. He said the report provided useful recommendations to 
address the factors contributing to ethical behaviour. ‘The report is an excellent reference for 
professional accountants to develop and enhance their technical and ethical quotients, the 
most important among the seven quotients needed by fi nance professionals, as highlighted 
in ACCA’s report Professional accountants – the future.’

CA ANZ also held events in Australia, New Zealand, Singapore and the UK. For more on 
the report, A question of ethics, see AB October 2016, page 36.

For more about ACCA’s alliance with CA ANZ, visit accaglobal.com/alliance.
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Opportunity knocks for Chinese cities

Guangzhou has overtaken Shenzhen for the fi rst time in PwC’s Chinese Cities of Opportunity 
2016 report. First published in 2014, the study ranks cities according to a range of indicators 
including intellectual capital and innovation, technology readiness, transportation and 
urban planning and culture and lifestyle. While some cities had the highest scores in certain 
indicators their overall rankings were low, refl ecting their increasing diversity.

do so. A survey conducted by 
Forrester Consulting on behalf 
of ServiceNow and Workday 
found that just 6% of Hong 
Kong respondents have fully 
adopted cloud computing 
and made it part of their core 
IT philosophy, compared with 
16% in Singapore. Some 42% 
of Hong Kong respondents 
are aware of cloud computing 
but have no plans to adopt it, 
versus 34% in Singapore. 

CSR pays dividends
Corporate social responsibility 
(CSR) brings more than a 
feelgood factor to companies 
and their employees, 
according to a long-term study 
by academics at the Chinese 
University of Hong Kong. They 
found that CSR gives fi rms a 
competitive edge and makes 
their industry peers want to 
follow suit. For example, if 
a company adopts green 
technology in its production, 
customers may switch to 
a more environmentally 
friendly fi rm. ‘Investors of 
peer fi rms will also be aware 
of the potential loss of their 
companies’ market shares,’ 
said the study’s co-author, Jie 
Cao, associate professor in 
the department of fi nance at 
CUHK Business School. 

Deloitte grows 
Deloitte has notched up its 
seventh consecutive year of 
growth, its revenue gaining 
9.5% (to US$36.8bn) for the 
fi scal year ended 31 May 2016. 
Risk advisory grew the most at 
22.5%, driven by high demand 
for cyber and regulatory 
services. Consulting grew at 
10.8%, fuelled by increasing 
demand for integrated 
services supporting large-
scale digital transformation, 
systems implementation, 
human resources and strategy 
projects. Deloitte Tax & Legal 
grew at 10.0%, the highest 
growth since FY2008, while 
Deloitte Legal also recorded 
double-digit growth, for the 
sixth consecutive year. 

Audit boost
Internal auditors in 
Malaysia will have broader 
responsibilities once the new 
and revised International 
Standards on Auditing come 
into force on 15 December, 
according to Lucy Wong, 
president of the Institute of 
Internal Auditors Malaysia. 
Compliance with key audit 
matters, a major component 
of the new standards, may 
require more communication, 
coordination and collaboration 
between internal and 
external auditors, in Wong’s 
view. Shareholders and the 
general public can expect 
to be better informed 
about listed companies’ 
corporate governance, risk 
management and control 
processes as a result. 

Bold move forward
According to PwC’s 19th 
Annual Global CEO Survey, 
66% of CEOs believe 
there are more threats 
to business today than 
there were three years 
ago. However, a small 
group, comprising 14% 
of respondents, see more 
opportunities today and 
have taken bold steps to 
position their companies for 
growth. They are focused 
on the upside to risk: 
for example, 70% of this 
group said they were going 
to increase headcount, 
compared with 48% of 
all respondents. These 
‘opportunists’, as PwC terms 
them, were also more likely 
to be planning merger and 
acquisition activity. 

ATO on the hunt
The Australian Tax Offi ce 
(ATO) is targeting e-commerce 
companies and their 
accountants as it cracks 
down on the practice of 
routing income through low-
tax nations such as Singapore. 
An estimated 35 e-commerce 
companies are believed to 
be under review or audit. 
ATO deputy commissioner 
Mark Konza has put such 
companies on notice for 
‘contriving’ tax arrangements 
to escape being hit by new 
anti-avoidance laws, known 
informally as Australia’s 
‘Google tax’. He also said that 
accountants who set up such 
schemes should brace for ATO 
demands for information. ■

Peta Tomlinson, journalist
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Forging a new path
MIA president Dato’ Mohammad Faiz Azmi, executive chairman of PwC Malaysia, sees 
the institute as instrumental in the revamp of the profession in Malaysia

(NRB), which would relieve the MIA 
of its regulatory function and require 
it to operate in future purely as a 
professional body.

But things have changed since 
the report was published. Faiz was 
asked to chair the implementation  
committee (IC) of the CSAP, the panel 
charged with putting into effect the 
recommendations. He believes that » 

Dato’ Mohammad Faiz Azmi bemused reporters at 
a recent press conference when he spoke about 
a mobile app that turns his iPhone into a Geiger 

counter. Asked why he needed such a thing, he quipped, 
‘You’d be surprised what we accountants do.’ 

In fact, the app provided some comfort to the president of 
the Malaysian Institute of Accountants (MIA) on a working trip to 
Japan in the wake of the Fukushima nuclear disaster. And thanks 
to another app and a plug-in gizmo, his phone also doubles as a 
wind meter. You might say he is the sort who likes to know which 
way the wind is blowing.

However, Faiz’s interest in collecting gadgets and 
technological aids has not so far produced an app or device 
that can specifically help him in his role as MIA president. That 
depends rather on leadership, organisation, stakeholder support, 
political will, and yes, a little luck – particularly at a time when 
Malaysia’s accounting fraternity is facing an overhaul, based on 
recommendations put forward by the multi-agency Committee 
to Strengthen the Accountancy Profession (CSAP).

Faiz, who is executive chairman of PricewaterhouseCoopers 
Malaysia, is very aware of the challenge the profession faces. In 
an address to the MIA annual general meeting (AGM) last year, 
his first as president, he recalled his mother asking how he felt 
about taking on that responsibility.

Challenges ahead
He told her he felt proud and humbled, yet conscious of the 
immense challenges ahead – understandable in the light of 
what he intends to achieve as MIA 
president. Two interlinked items 
dominate the agenda for the next few 
years. The first is to be instrumental 
in the implementation of the 
recommendations of the CSAP, and 
the second is to reshape the MIA 
itself through a strategy known as 3R – 
repositioning, rebranding and recruiting.

In December 2014, 18 months after 
the CSAP was set up, it issued its report 
detailing strategies and measures to 
strengthen the profession and increase 
the contribution accountants make to 
the country’s competitiveness.

The first of the report’s 15 
recommendations proposes the 
establishment of a new regulatory body 

Driven by outcomes

When Dato’ Mohammad Faiz Azmi put his name in 
the hat for MIA president, he was fully aware that the 
person holding that post would have to deal with the 
CSAP recommendations for resetting the country’s 
accountancy profession.

It was not an easy decision to make, but he says he 
was inspired by the Winston Churchill quote about never 
letting a good crisis go to waste. ‘You can sit and complain 
about something, or you can go out and fix it. So I felt it 
was time to get it fixed and I was happy to step up to do 
it. I want to give something back to the profession before I 
retire,’ he explains.

Faiz was elected president in July 2015, bringing to the 
table a unique blend of experience and abilities. He has 
been employed in audit and business advisory services for 
almost three decades, and has seen the profession from 
the other side, as chairman of the Malaysian Accounting 
Standards Board. He is also legally trained, having read law 
and been called to the Bar in England. This may come in 
useful in the drafting of amendments to the Accountants Act.

Asked about his leadership style, he describes himself 
as ‘very output-driven’. He adds, ‘To me, it’s about the 
outcome. Yes, we need to hear people’s views, but at the 
end of the day, we need to make a decision.’

His term as president ends in July 2017. It is not yet 
known if he will serve a second 
term. But he has this to say: ‘I have 
unfinished business. I came in to sort 
out the CSAP recommendations, 
and hopefully I can do some good 
before I leave.’

‘If the profession 
is willing to 

accept the CSAP 
recommendations, 

the regulators 
are open to the 
MIA doing the 

implementation’
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The members of the IC represent the same bodies that 
make up the CSAP – namely, the Securities Commission (SC), 
the finance ministry, Bank Negara, the Companies Commission 
of Malaysia, the Accountant General’s department and the MIA. 

Drawing on his six-year chairmanship of the Malaysian 
Accounting Standards Board (MASB), Faiz is convinced that 
the best regulatory model for the profession is one that 
follows the tandem operation of the Financial Reporting 
Foundation (FRF) and the MASB. 

The FRF is a trustee body that oversees the MASB’s 
performance and financial and funding arrangements. It is also 
an initial source of views for the MASB on proposed standards 
and pronouncements. However, the MASB is solely responsible 
for setting standards.

the MIA should continue to bear part of the regulatory load. 
Faiz’s appointment as head of the IC was made, he feels, 

because the regulators acknowledge that it should be the 
profession that moves the changes along.

Elsewhere in the Asia-Pacific region, regulator-driven 
attempts to restructure the accounting sector have faced 
difficulties because the profession has not been supportive.

‘Our regulators don’t want to destroy what’s already working 
well,’ says Faiz. ‘If the profession is willing to accept and 
implement the CSAP recommendations, they are open to the MIA 
doing the implementation. But there will be a strict due process.’

As part of this due process the MIA needs to come up 
with proposals for amendments to the Accountants Act that are 
acceptable to both the IC and to the regulators.
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‘It’s important 
that the NRB has 

a much wider 
ambit, to ensure 

that what we are 
doing fits with 

what the country 
wants’

Faiz argues that a similar relationship 
would work well between the NRB and the 
MIA because the arrangement pairs a lean 
yet empowered supervisory body with an 
institution that has the experience, know-
how and capacity to handle the profession’s 
heavy lifting.

The NRB, he explains, should deal with 
‘the more serious matters’, such as policy 
development and looking out for the public 
interest and the needs of the country.

He does not however see the wisdom 
in establishing a fully funded NRB with a 
sizeable staff. To him, judicious allocation of 
resources is fundamental.

‘I think the resources should go to those 
activities where there is a strong element 
of public interest. But if the authorities 
eventually decide that the NRB should have 
lots of money and people, somebody will 
have to find the funds to make that happen,’ 
he says.

‘The NRB should be focusing on those 
jobs that need regulation, such as licensing 
requirements for tax, audit and insolvency 
work. It should be taking care of this area 
because it involves the public interest,’ he says.

He cites another example: if Malaysia 
aspires to become an accountancy training 
hub, who better than the NRB to help secure 
visas for the foreigners who have completed 
their accounting courses here and are staying 
on to acquire the requisite work experience? 

‘That’s why it’s important that the NRB has 
a much wider ambit to ensure that what we 
are doing fits with what the country wants, 
and that its policies interact with the rest of 
the economy,’ he says.

Future of the MIA
As for the MIA, which celebrates its 50th 
anniversary in 2017, he is confident that it 
is a strong national body willing to play its 
role in helping to look after the profession, 
with oversight and guidance from the 
NRB. However, that future hinges on the 
institute being able to persuade the IC and 
the regulators to see things its way. Faiz 
acknowledges that there is some awkwardness 
in the fact that he leads both the MIA and 
the IC, but insists that there is no question 
of the MIA imposing its will on the revamp 
of the profession. After all, he says, the MIA 
is not introducing changes in the CSAP 
recommendations other than to make a case 

for it to play a critical role in support of the NRB.
‘I’m speaking from an MIA point of view, of 

course. I still have to work hard together with the 
IC members to find an acceptable operational 
model and only then will we be able to submit 
these recommendations to the SC and the 
finance ministry for approval,’ he explains.

On the other big item on the MIA’s agenda, 
the 3R strategy, Faiz says its aim is to prepare 
the institute for the post-CSAP landscape and to 
address a number of shortcomings.

Repositioning is about taking stock of where 
the MIA is at present, gauging members’ 
expectations and mapping out how the institute 
will meet the demands of the new environment.

Rebranding initiatives will focus on the MIA’s 
value proposition to all sectors of accountants 
and on communicating its new brand promise 
to stakeholders. 

Recruit, the third prong of the strategy, 
is a response to the CSAP estimate that by 
2020, Malaysia will need 60,000 professional 
accountants to serve the needs of a developed 
economy and to maintain the competitiveness 
and resilience of the country’s enterprises.

The MIA is keen to play a part in ensuring that 
Malaysia can maintain the supply of accountants 
without sacrificing quality. To this end, it wants to 
sell to young people the idea that if they join the 
accounting profession, they will get the chance 
to work with diverse, intelligent and passionate 
people, and that the profession offers unlimited 
opportunities to everyone, regardless of their 
background. A strong and clear-sighted MIA will 
go some way to achieving this goal. ■

Errol Oh, journalist

1. New regulatory body 
to be set up

2. Ensure baseline 
competencies are  
met

3. Coordinate efforts to 
build capacity

4. Increase support to 
SMEs and SMPs

5. Widen pathways into 
the professions

6. Focus funding 
on accountancy 
education

7. Make accountancy 
the profession of 
choice

8. Make Malaysia a 
hub for accountancy 
education

9. Encourage 
cooperation between 
the industry and 
universities

10. Revise promotion 
and reward structures 
for lecturers

11.    Create an 
accommodating 
human capital 
environment

12. Introduce 
certification in 
specialised areas

13. Nurture SMPs that 
are relevant to SMEs

14. Capitalise on existing 
expertise

15. Establish a more 
inclusive profession

The CSAP’s 15  
recommendations
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The future is IR
Malaysian companies are eager to gain knowledge about integrated reporting and how 
it can benefit the organisation and its stakeholders, says a new MIA-ACCA report

The report revealed widespread scepticism among investors 
about the quality of information put out by companies. ‘Since 
the global economic crisis, investors tend to believe information 
coming from outside the firm instead. High-quality decision-
making can only happen when the big picture is clear,’ said Dato’ 
Dr Lukman Ibrahim, president of the ACCA Malaysia Advisory 

Committee. Lukman cited Japan as 
an IR success story, with more than 
200 Japanese companies voluntarily 
producing integrated reports and more 
expected to do so in the near future. 
‘IR in Malaysia still faces challenges,’ he 
concluded. ‘To prepare better reports, 
more guidance and information 
of better quality are needed. The 
relevance of non-financial capital needs 
to be appreciated.’

ACCA has been reporting using 
IR since 2011 and was the first 
international professional body to 
do so. It has found the approach 
particularly useful in demonstrating 
how ACCA creates value for society 
and its stakeholders. ‘Professional 
accountants are in an excellent position 

to lead innovation in reporting to meet the needs of investors 
and other stakeholders,’ Lukman said. 

It was with this in mind that the MIA established its Integrated 
Reporting Steering Committee (IRSC), said CEO Dr Nurmazilah 
Dato’ Mahzan, who read a speech by the committee’s chairman 
Datuk Johan Idris. The main objective of the committee, set up 
in December 2014 on the recommendation of the Securities 

Integrated reporting (IR) looks set for a bright future in 
Malaysia, if the findings of a recent study are anything to 
go by. The MIA-ACCA Integrated Reporting Survey found 

strong interest in IR as a better tool for corporate reporting. 
But successful adoption will require strong leadership from top 
management – and support at all levels within organisations 
that choose the IR route. 

IR is attracting growing attention 
across the world because it spurs 
organisations to go beyond mere 
box-ticking in their reports. In assessing 
the potential for value creation in 
a company IR takes into account a 
broader range of resources, including 
human resources and societal and 
community ties, creating a fuller picture.

Why choose IR?
The month-long MIA-ACCA study, 
which was carried out in 2015, received 
330 responses from corporate report 
preparers and financial statement users, 
and revealed widespread dissatisfaction 
with existing reporting conventions. At 
the launch of the report, Datuk Zaiton 
Mohd Hassan, MIA vice president, said, ‘Approximately 68% of 
respondents thought current corporate reporting did not enable 
them to gain enough information about the company or its value-
creating potential, and approximately 51% of preparers felt that 
IR could improve the situation. Clearly, more efforts are needed to 
boost the uptake of IR among companies in Malaysia.’ Malaysian 
multinational Sime Darby was the first PLC adopter in the country.

‘High-quality 
decision-making 
can only happen 

when the big 
picture is clear’
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Commission Malaysia, is to increase awareness 
of IR in Malaysia and help companies realise 

its benefits, she said.

Need for a structured approach
Dr Nurmazilah outlined the work of 
the IRSC. Among other things, it is 
intended to shape mindsets and adopt 

an integrated thinking approach through 
research and best practices; educate 
stakeholders and key individuals 
in organisations, and promote the 
adoption of IR in Malaysia; recognise 

and support organisations which 
have adopted IR; engage stakeholders 

and key individuals to spur continued IR 
development; and promote excellence in IR. 
Since its establishment, the IRSC has held a 

series of educational dialogues with stakeholders 
and investors on the need for IR; an inaugural IR 

conference was held in October.
‘We are also considering training programmes, 

seminars and practical guidance materials on IR,’ said Dr 
Nurmazilah. Following the IRSC’s engagement efforts, seven 

Malaysian businesses have so far pledged to undertake IR in 
the next two to five years. 

It was against this background that the MIA-ACCA survey 
came about. Introducing the report, Chiew Chun Wee, ACCA’s 
head of policy for Asia Pacific, described brainstorming with the 
IRSC to come up with ideas for how to get Malaysian companies 
excited about IR. ‘We realised that in order to determine the best 
way forward, it would be necessary to understand the level of 
awareness and interest in IR among Malaysian organisations – so 
we decided to conduct a survey.’

Among the respondents to the questionnaire, 68% were 
listed companies. Awareness of IR was generally low: only 13% 
of respondents professed in-depth knowledge while 51% had 
minimal to zero knowledge, although this group overwhelmingly 
signalled a desire to learn more. Among those preparers who 
had sufficient knowledge, 31% indicated that IR had already 

been discussed at board level within their organisations. » 
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further insights linking IR and value creation. 
‘Financial information loses its value over 
time, so share prices must get their value 
from somewhere else,’ he explained. ‘This 
is where IR comes in – but the information 
still needs to be verifiable. Preparers of 
IR should acknowledge their responsibility for 
the information.’ In Singapore IR is still at a 
nascent stage, with the level of understanding 
quite low, said Professor Ho, and many 
survey respondents would prefer to take on 

sustainable reporting before attempting IR. Cost was a major 
factor influencing adoption.

Next step
With investors beginning to demand more information, bodies 
such as ACCA and the MIA, which have studied the issues 
and challenges surrounding corporate reporting, realise that 
it is imperative for organisations to progress to IR. Simon Tay, 
executive director, professional practices and technical, at 
the MIA, spoke of the need to promote the new system of 
reporting, reiterating the requirement for more comprehensive 
engagement with investors and regulators, through roundtables, 
the IR conference and the International Auditing and Assurance 
Standards Board’s review of its consultation on assurance of 
emerging forms of corporate reporting, including IR. ‘We also 
intend to make training available and promote IR adoption 
among SMEs, as well as conducting in-depth research on its real 
benefits within the local context.’

However, the main thrust will be the promotion of technical 
and practical guidance materials. Tay accepted that the way 

forward will not be smooth. 
‘As with anything new, there 
will be challenges,’ he said. 
‘But the benefits of IR are 
real. Together, with our 
collective efforts, we can 
raise the bar of corporate 
reporting in Malaysia.’ ■

Majella Gomes, journalist

Giving users what they need
Respondents were asked if they were satisfied 
with the current reporting regime. A staggering 
68% of non-reporters said they are not able 
to determine the value-creation potential of 
organisations from their reporting. ‘Users are 
not getting what they need,’ Chiew said, ‘and 
many of them, especially those who are more 
knowledgeable about IR, are confident that it 
will help improve corporate reporting.’ 

IR is generally seen as being able to increase 
transparency, and as a process that encourages ‘integrated 
thinking’. It spurs leaders to think about the other resources 
organisations need to succeed and questions how these are 
affected by the activities of the business – are they enhanced, 
conserved or depleted? 

IR also helps organisations to think beyond the financials and 
beyond the short-term so that they can make better decisions. 
Chiew cited an example: ‘Consider how a consulting practice 
manages its human capital. In theory, if it only looks at the near 
term and focuses exclusively on the financial impact, it will end 
up skimping on the much-needed investment in structured and 
on-the-job training, which is critical for sustained performance.’

But although the benefits of IR are becoming more 
apparent as awareness increases, the survey highlighted a 
prevailing perception of high adoption costs, both in terms of 
money and effort involved. Lack of reliable information emerged 
as another concern. With annual reports already taking up 
significant time and resources, how much more would have to be 
allocated for integrated reporting? ‘IR is about telling the story 
of the business in a concise way,’ Chiew stressed. ‘You should be 
focusing on what is material 
to the organisation and its 
stakeholders. As a result, 
most of the information you 
require for IR may already 
exist in your organisation.’

Ho Yew Kee, professor 
of accounting at the 
National University of 
Singapore, provided 

About the survey

A total of 330 people responded to the survey, including CEOs, 
CFOs, board members, auditors, academics, regulators and 
accountants. The survey questions were modified from a survey 
by the Institute of Singapore Chartered Accountants and the 
National University of Singapore. 

Besides the key findings of the relatively low levels of 
knowledge of IR and the challenges preparers face, the 
survey showed that stakeholders want to be assured of the 
integrity of the information in reports. Preparers need help 
and support to make IR a viable proposition. 

Cost of preparation, lack of credible information and low 
levels of guidance were generally seen as the biggest hurdles 
to more extensive adoption. Professional bodies like ACCA 
should therefore look into conducting more research, run 
more training sessions and produce more guidance materials 
and information, in order to facilitate greater acceptance and 
adoption of IR in Malaysia. 

Read the MIA-ACCA Integrated Reporting Survey at bit.ly/
mia-acca-ir-surv.

Be prepared 

Watch our video 
of John Lelliott, FD of 
The Crown Estate, on 
preparing an integrated 
report at bit.ly/ACCA-
playlist
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Hopes of a turnaround
There are signs that the global trade on which Asian exporters depend will gain a 
measure of momentum in the coming months, says Manu Bhaskaran

The International Monetary Fund and 
the World Trade Organisation (WTO) 
have expressed concerns about the 
effect of slow economic growth on 
the global trade that sustains Asia’s 
economic vibrancy. Indeed, world import 
volumes have stagnated since early 
2012, falling an annual 1% in July, to the 
disappointment of Asian exporters. 

However, the good news is that leading 
indicators for world trade show early 
signs of a turnaround. Of the significant 
drivers of world trade that the WTO has 
identified, several are turning up: 

* New export orders are rising across the 
world, though the expansion is patchy. 
Taiwan, a major exporting nation, is 
enjoying a firm recovery with export 
orders rising an annual 8.3% in August. 

* Demand for electronics components is 
rising: a slew of measures for demand 
in the tech sector are on the up, some 
at the fastest rate since 2013, powered 
by booming consumer interest in new 
products such as wearable technology 
and larger-screened cellular devices.

* Sea cargo and air freight volumes 
are also on the rebound. Container 
volumes have been rising nicely since 
March while growth in air freight 
volumes accelerated to 5% year on 
year in July 2016, up from 4.5% in June 
– the fastest since early 2015. 
The world economy has overcome an 

unusually bleak period of shocks, including 
the 2008 global crisis, the Eurozone debt 
crisis, China’s slowdown and the collapse 
in oil and other commodity prices. Now 
the global economy is finally finding 
its balance. More than the absence of 
negatives, it is also leveraging off some 
constructive developments:

* The US economy has put its weakness 
in early 2016 firmly behind it, with most 
forecasters seeing above 3% growth 
in the third and fourth quarters. This 
is important because Asian exporters 
of manufactured goods still depend 
significantly on the US market. 

* China’s economy has also stabilised 
as a result of aggressive stimulus 
measures. Early data for September 

shows both manufacturing and non-
manufacturing activity continuing to 
gain momentum. There are also signs 
this improvement is spilling over into 
rising Chinese demand for imports. 

* Other large emerging economies are 
putting a difficult period behind them 
– India, Indonesia, Vietnam and the 
Philippines are all registering strong 
growth while Brazil and Russia appear 
to have bottomed out. 

* Initially negative effects of lower oil 
prices are dissipating while the positive 
effects are gaining traction. The early 
impact of lower oil prices caused oil 
exporting countries and oil producing 
companies to slash spending abruptly, 
hurting the world economy. The much 
more plentiful beneficiaries of lower 
oil prices, however, took their time, 

making sure that lower oil prices 
were long-lasting before they started 
spending their windfall gains – which 
they are now beginning to do. 

Not all is well in world trade though. The 
19th Global Trade Alert Report observed 
a 50% rise in protectionist measures 
in 2015 over 2014, many targeted at 
major exports of Asian economies such 
as basic metals, transport equipment 
and agricultural products. However, 
as the global economy recovers and 
unemployment rates improve, political 
pressure for protectionism will ease. 

Global trade will gain a fair degree of 
momentum in coming months. This could 
provide an upside surprise to expectations 
for growth, especially in heavily trade-
dependent countries such as Singapore, 
Malaysia, Korea, Thailand and Taiwan. ■

Manu Bhaskaran is 
CEO of Centennial Asia 

Advisors in Singapore
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How to tell a story
Creators of FP&A reports and other business partners must learn how to create a narrative 
in order to produce useful information rather than a data dump, says Cesar Bacani

At a briefing I attended recently, the 
speaker began by pointing to the 
ceiling. ‘The ceiling of this room is 
1,200 square feet and it is 10 feet from 
the floor,’ he said. ‘That’s data.’ It’s 
data lacking context to be turned into 
information. ‘But when I tell you that 
this 1,200-square-foot ceiling may fall 10 
feet on all of us,’ the speaker continued, 
‘that’s information – and a call to action.’

I thought of that anecdote after 
listening to yet another CFO bemoan 
the business’s response to the reports 
prepared by her financial planning and 
analysis (FP&A) specialists – which is no 
response at all. I don’t think they even 
read them, she said, despite the long 
hours spent collecting the data, analysing 
relationships and correlations, and 
generating the report. 

Perhaps it’s because they are simply a 
collection of data. Maybe those pages are 
filled with numbers about the height of 
the ceilings and the square footage of the 
floors, and nothing much about whether 
the space is appropriate for the purpose 
and what needs to be done to improve 
the safety of the structure.

To be fair, it’s not easy for finance 
professionals to turn data into information 
or, even at a more basic level, to 
distinguish between data and information. 
Financial statements tell fascinating 
stories. Why can’t others read the 
numbers the way accountants can?

The answer is that those outside 
finance – executives in operations, 
strategy, marketing, sales, supply chain, 
human resources – do not necessarily 
share the finance professional’s mindset. 

These business partners require a narrative 
– words, charts, illustrations – to grasp 
the heart of the analysis, to be convinced 
of the rightness of the chain of evidence, 
and then to be persuaded to take the 
recommended course of action. That 
means the report contains not just data 
but real information. It’s not an impressive 
data dump, but judiciously chosen 
numbers that tell a compelling story. 

I am reminded of what the CFO of an 
architectural firm in Hong Kong once told 
me. He requires his FP&A team to always 
make sure that once the board and others 
in the company read their report, they 
say: ‘I didn’t know that.’ Otherwise, he 
says, there’s no point in writing the report 
and wasting other people’s time. And not 
every analysis or FP&A project should end 
up with a report, he points out. When the 
facts bear them out, FP&A is perfectly 
correct in telling the business unit that 
commissioned a study: ‘There is nothing 
here, so we are discontinuing the project.’

The pendulum can swing too far the 
other way, though. Like bad journalism, 
the words can become unmoored 
from the information and a kind of 
sensationalism can take over in the pursuit 
of the ideal of presenting something new 
that the reader did not know before.

The touchstone, as always, is 
balance: just the right level of colourful 
language to catch and hold attention; 
short sentences and brief paragraphs; 
absence of jargon and polysyllabic words; 
fewer tables, more graphs and charts; 
conciseness and clarity, not complexity 
and confusion. 

Above all, make sure that data is 
turned into information. Don’t write about 
the height of the ceiling but about how 
lowering it will cut construction costs. 
Don’t focus on the number of chandeliers 
but on the feasibility of changing to 
LED lights without losing the elegant 
ambience that allows premium pricing for 
the use of the ballroom.

In the process of writing the report, 
always ask yourself: is it data or is it 
information? Make sure the answer is 
always the latter. ■

Cesar Bacani is editor-in-
chief of CFO Innovation
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Room for debate
Malaysia may benefit from looking to the US and Europe on how strong 
parliamentary committees improve economic governance, says Errol Oh

When legislators cast a critical eye on 
the practices of the business world, 
interesting things often happen. At 
a minimum, this collision between 
public policy and the profit motive is 
entertaining, as the politicians flog 
the agenda of the day – sometimes 
theatrically – while the businesspeople 
do all they can to protect the interests 
of their companies and industries.

The best outcome, though, is when 
there is a lively and intelligent give and 
take. This way, everybody gains valuable 
insights, and real progress in laws and 
policies is made possible.

There is much that we in Malaysia can 
learn from the workings of lawmaking 
bodies in developed economies such 
as the US and Europe, particularly 
their reliance on committees, hearings 
and reports. 

The US Congress has 36 standing 
committees, plus several special, select 
and joint committees. With members 
drawn from the House of Representatives 
and the Senate, these committees 
hold hearings, examine and develop 
legislation, conduct oversight, and help 
manage chamber business and activities. 
They cover a broad range of areas – from 
agriculture and energy to financial services 
and transportation – and their work 
inevitably has an impact on businesses. 

The UK parliament, too, has its fair 
share of committees, covering areas 
including policy issues, government 
expenditure and legislation proposals. 
Select committees take an investigatory 
approach, while legislative committees 
operate mainly by debate.

The European Parliament has around 
20 standing committees; they instruct 
legislative proposals through the adoption 
of reports, propose amendments to 
the plenary and negotiate with the 
European Council on European Union (EU) 
legislation. They also adopt own-initiative 
reports, organise hearings with experts and 
scrutinise other EU bodies and institutions.

By contrast, the Malaysian parliament 
does not have a firm tradition of reviewing 
matters of national interest through 

committees. Its Senate (or Dewan Negara) 
has four committees that deal largely with 
procedural and other internal matters. 
The House of Representatives (or Dewan 
Rakyat) has the same four committees, 
plus a fifth – the Public Accounts 
Committee (PAC). The PAC’s role is mainly 
to examine government accounts and the 
auditor-general’s reports. However, this is 
still far short of the notion of lawmakers 
having an active and immediate part in the 
country’s business and economic affairs.

For years, there have been intermittent 
calls for the Malaysian parliament to have 
a stronger committee system. This was 
revived in August when the Malaysian 
Economic Association held a forum to 
discuss the wisdom of having parliamentary 
committees as key players in a national 
economic governance framework.

‘This inextricable link between 
good economic governance at the 
parliamentary level, and the capacity 
and capability to sustain economic 
fundamentals and the growth trajectory, 
must exist to ensure elected governments 
and the institutions they manage will 
continue to function effectively,’ argues 
the association.

‘In this way, economic development 
can be sustained to create new jobs, raise 
income levels and improve the quality of 
life for all segments of the population.’

This is an important idea that should 
not be allowed to fade away. As Malaysia 
enters the final stretch of the race to 
become a developed nation by 2020, it 
is not enough that our parliament merely 
keeps up; it has to help generate the 
driving force as well. ■

Errol Oh is executive 
editor of The Star 
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Fit for a fintech future
Tech and finance have combined seamlessly. Professional accountants must have the skills 
to understand the transformative power of fintech, says ACCA president Brian McEnery

You only have to look at one financial 
sector to see the fintech transformation 
– banking. Most banks now have online 
services, and some have moved from the 
bricks-and-clicks model – bank branches 
plus online banking – to just the clicks.

Of course, fintech’s rise is not confined 
to banking services – it covers a wide 
swathe from lending and financial advice 
to foreign exchange and payments. And 
it’s proving truly transformative – hence 
the title of our new report, Fintech – 
transforming finance (see page 38), 
which asks where and what next for the 
accountancy profession and fintech.

Getting to grips with fintech is a 
must. The ability to manage and use it is 
increasingly important; having the skills to 
understand its transformative powers is 
essential. We accountants need to invest 
in our own digital quotient. We need to 
nurture our awareness and application 
of existing and emerging digital 
technologies, capabilities, practices, 
strategies and cultures. 

This digital quotient is a necessity 
because, as we point out in our report, 
Professional accountants – the future,  
managing the regulatory, tax and financial 
implications of the fintech surge offers 
many opportunities. 

We must also be able to manage the 
disruption fintech causes – the relatively 
new developments of bitcoin and 
blockchain remain somewhat untrusted. 

Fintech has fallen foul of shocks, too, 

highlighting the inherent risks. UK-based 
Powa Technologies, an e-commerce firm 
that was valued at US$2.7bn, went into 
administration in February. At P2P lending 
firm Lending Club, which managed 
US$1.15bn-worth of funds as of December 
2015, the resignation of the CEO over 
alleged internal mismanagement of loans 
has highlighted the importance of sound 
financial management practices. 

Our value comes in providing 
sound analysis on fintech and future 
developments, from the regulatory 
landscape to raising capital, and playing 
an important part in valuations, especially 
for startups and entrepreneurs. 

Fintech will remain a part of our 
economies and societies, and our role 
is intrinsically linked to it. Developments 
will place greater emphasis on the 

need for forward-thinking professional 
accountants, equipped with strong 
digital understanding and vision to 
guide firms through what lies ahead. Our 
technological and digital abilities are 
already much in demand, and I see  
a future where they will be needed  
even more. ■

Brian McEnery is a partner specialising in 
corporate restructuring and healthcare 
consulting at BDO Ireland

Developments 
will place more 
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the need for 

forward-thinking 
accountants with 
vision and digital 

understanding 

For more information:

Read FinTech – transforming 
finance at accaglobal.com/fin-tech

Read Professional accountants – the 
future at accaglobal.com/thefuture

Accounting and Business 11/2016

22 Comment | Brian McEnery

AP_Com_Pres.indd   22 13/10/2016   11:31

www.accaglobal.com/fin-tech
www.accaglobal.com/thefuture


The view from
Swee Teang FCCA, senior audit manager at KPMG, 
Singapore, and keen coach and guide

Before deciding on a career in fi nance, 
I was a science-stream student with no 
knowledge of accounting whatsoever. 
I was quite indecisive – would I be a 
psychologist, a forensic doctor, an IT 
programmer? It was my aunt, a university 
lecturer, who advised me to consider 
accounting and fi nance as a career, 
on the grounds that fi nance professionals 
are needed in every industry, and 
therefore I’d always be in demand with 
employers everywhere.

Choosing the ACCA Qualifi cation was 
the second most important decision 
of my life. There are other prestigious 
qualifi cations, each with different strengths, 
but ACCA allows me to have the fl exibility 
to choose to work with big organisations or 
as a self-employed professional.

So I took on ACCA and joined KPMG 
Malaysia in 2003. I was a country 
controller in a shared service centre 
in Singapore for nearly a year before I 
moved to join KPMG Singapore in 2007 
and I have been here ever since. The 
sharp learning curve as compared to the 
commercial sector and the job satisfaction 
gained upon completion of each project 
are what attracted me to auditing.
 
As a senior audit manager, I enjoy 
building relationships with people from 
different industries and professional 
backgrounds. I get to observe and learn 
from others’ experience and knowledge, 
which has improved my understanding and 
insight into how a business is managed, 
and how business changes can have 
knock-on effects across industries. I enjoy 
coaching and guiding, and like to see my 
team members progress. Another of my 
proudest career achievements is that I 
managed to cut down the hours in one of 
my engagements by at least 3,000 hours.

The nature of fi nancial reporting 
continues to evolve and becomes more 
complex as the business environment 
rapidly changes. With the rise of 
disruptive technologies, you can no longer 
be ignorant or satisfi ed with how things 
were done in the past; you cannot 
continue in the same way for the next 5-10 
years. It’s essential that those who prepare 
fi nancial statements, auditors and others 
involved in the fi nancial reporting supply 
chain keep up-to-date with changes in 
the industry too. For example, with data 
analytics, we are able to analyse a larger 
amount of data and cover a full population 
in a much more effi cient manner. 
 
If I wasn’t an accountant, I would be a 
teacher or tutor. I discovered my passion 
for teaching through my involvement in 
conducting a fi rm-wide in-house training 
course for a new electronic audit system 
deployment. Coaching and guiding 
people is another professional avenue 
through which I can share my knowledge 
and experience with others. ■

I get to learn 
from others’ 

experience and 
knowledge, which 

has improved 
my insight into 

how a business is 
managed

Snapshot: 
corporate treasury
Corporate treasurers assess and 
manage fi nancial risk within their 
organisations. Today’s currency 
volatility is part of their daily job. 
With risk cycles getting shorter, 
however, the onus falls on them 
to ensure treasury functions are 
equipped to handle the demands 
of complex organisations operating 
across borders. Speed of change 
and the growing number of services 
available are their challenges.

Top among their concerns 
is how technology can help. 
Leveraging best practice might 
mean arguing the business case 
at board level for technological 
investments to improve operational 
performance, like FX trade 
settlements or visibility on cash, 
across the organisation. Another 
broad theme is  protection, which 
will mean evaluating risk in terms of 
data and cyber security so that they 
can play an active role formulating 
strategy against breaches or 
mitigating the risk of fraud.

Corporate treasurers are forward-
looking problem solvers. They like a 
strong sense of what technological 
advances will bring. Consultants 
advising them need a strong 
awareness of these issues and will 
be expected to advise on how 
other businesses have approached 
similar situations – is it appropriate 
to be an ‘early adopter’ or a ‘fast 
follower’, for instance. 

Carl Sharman, senior director, 
Deloitte
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Basics

Harnessing talent
Graham Stirling, audit manager at Grant Thornton in Singapore, talks about how 
attracting and developing the right people has been key to the rapid growth of the firm

In just 18 months, Grant Thornton 
Singapore has grown from a one-
man outfit into an office of more than 
60 people. This is the story of the 
company’s journey.

Often, when a global professional 
services firm opens up in a new market, 
it acquires and rebrands an existing 
office. Departing from convention, Grant 
Thornton decided to ‘start on a fresh piece 
of paper’ and ‘design an office which it felt 
would be very successful in Singapore’, 
says Graham Stirling, audit manager at 
Grant Thornton Singapore. In this way, the 
company was able to replicate its open-
office model in which senior management 
work closely alongside associates and 
seniors, in line with the company’s global 
values of Collaboration, Leadership, 
Excellence, Agility, Responsibility and 
Respect (CLEARR), which Stirling believes 
is what makes Grant Thornton a much 
sought-after employer globally.

Global best practices
In the initial months, experienced 
personnel from overseas offices were 
brought in to help start the new firm. This 
helped ensure that global best practices 
were effectively indoctrinated into the 
new setup. ‘It was very important that the 
leadership of the new business was very 
familiar with Grant Thornton culture and 
methodology,’ Stirling says.

The company was clear, however, 
that it was ultimately a Singaporean 

business and that having a majority expat 
staffing should be only a temporary 
measure. ‘Initially, our ratio of expats to 
Singaporeans was 75:25. Within a year, we 
managed to flip that ratio in the opposite 
direction. We are recruiting the best and 
brightest talent to help grow and develop 
Grant Thornton Singapore,’ says Stirling.

 Stirling says there was no shortage 
of talent hailing from the local 
Singaporean universities. However, even 
as a globally recognised name, as a new 
player in the lion city the company had 
to convince local talents of why they 
should consider a mid-tier firm rather 
than a Big Four firm – which many were 
initially attracted to. Grant Thornton 
adopted the slogan ‘Stand out from 
the crowd’ to spearhead the graduate 
recruitment programme.

The strategy was to target a specific 
portion of the graduate market, those 
‘who wanted to be part of a firm that 
they were able to develop with, grow 
with and become a future leader with’, 
explains Stirling.

Having personally benefited from his 
own decision to cut his teeth at Grant 
Thornton seven years ago, Stirling is a 
strong advocate for the mid-tier firm. 

Recalling his decision, he says: ‘I 
wanted to work for an organisation 
that was small enough for me to make 
a difference. At the same time, I also 
wanted to work for an organisation large 
enough for me to have opportunities to 

work with big brand-name clients, as well 
as to travel and work globally.

‘I’ve never regretted my decision. I 
wouldn’t be in the position that I am today 
if it wasn’t for the support that I’ve received 
from Grant Thornton. I want to give the 
staff of Grant Thornton Singapore the 
same opportunities that I’ve had,’ he adds.

Development opportunities
As a global organisation with 800 offices 
in over 130 countries, Grant Thornton’s 
talent development programmes span 
global, regional and local levels.

At the global level, top-performing 
senior staff from offices around the world 
are identified for an Advanced Managers’ 
Programme which prepares them for 
senior leadership positions. The two-year 
programme includes three collaborative 
sessions where participants meet up 
with each other for a week to work on 
projects ranging from client servicing 
to innovation. Outside these meet-ups, 
participants continue to collaborate 
remotely on other projects to enhance 
their senior leadership skills.

Within the Asia-Pacific region, there is 
a separate Emerging Leaders Programme, 
where candidates are selected to 
represent the various offices at a regional 
academy and then at Grant Thornton 
conferences. At these events, attendees 
have the opportunity to collaborate and 
network with their regional colleagues. 
Stirling, who attended the 2015 
programme in Bangkok, says the basis of 
the programme is to ensure that future 
leaders are equipped with the necessary 
skills and experience to lead the firm in 
the coming years.

At the local level, staff benefit from 
cross-learning opportunities across 
the various functions. Stirling cites this 
example: ‘Within the Singapore office, 
we had some personnel in the audit 
department who expressed an interest 
in corporate finance and forensic work, 
so we sent them on temporary assignment 
with the corporate finance team to develop 
in an area which they otherwise might not 
have an opportunity to experience.’ 

* Grant Thornton is now one of the major global 
accounting networks and has member firms across 
more than 130 countries, employing more than 
40,000 professionals.

* Grant Thornton Singapore was incorporated in February 
2015. It currently has a staff strength of more than 60 
professionals, providing audit, tax and advisory services to over 400 national 
and multinational clients.

* Harnessing learning and experience from across its global network, Grant 
Thornton provides professional services in a seamless manner at multiple 
locations across diverse industries. 
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Staff can also apply to work in other 
Grant Thornton offices around the world 
to experience working with different 
personnel and clients from a different 
sector and culture. Stirling, a secondee 
from the UK office, believes he gained 
the most in terms of development when 
he left his comfort zone working in the 
Glasgow office to come and work in 
Singapore. He says that while secondment 
opportunities are not uncommon in other 
firms, it is something that is particularly 
encouraged at Grant Thornton. 

‘The skills secondees are able to 
develop are so fundamentally beneficial. 
The idea is that the person will be able 
to bring back the skills and experience 
that they’ve had in that new environment. 
In my situation, I work very closely with 
the UK business and they’ve certainly 
benefited from having me as a touch 
point here in Singapore,’ he explains.

Stirling adds that while opportunities 
for secondment are possible because of 

Grant Thornton’s extensive international 
network, he recognises the role that 
globally recognised certifications such 
as ACCA play in allowing staff to transfer 
seemlessly across different offices. 

‘We know that someone with the 
ACCA Qualification is going to have 
an array of quality skills, be it technical 
knowledge, communication skills, or 
the ability to collaborate and work with 
others, and that’s very appealing for an 
international organisation like ourselves,’ 
he says.

As an ACCA Accredited Employer, 
Grant Thornton regularly supports 
employees who pursue professional 
studies. Support comes in the form of 
sponsorships, study leave and even study 
aid from other accounting professionals 
within the firm.

Happy employees, happy clients
Grant Thornton’s global strategy, titled 
Vision 2020, focuses on improving the 

people experience across its global 
business. The idea is that by creating an 
environment where employees are happy 
to come to work, they are going to be 
more productive, and this will ultimately 
result in happier clients.

A key area of focus for the Singapore 
office is building an inclusive environment. 
As part of the office expansion plans, 
all staff are encouraged to give their 
input on what they would want their 
office to be like. ‘In a lot of organisations, 
this might have been something solely 
handled by the senior management 
team, but we wanted this be an inclusive 
project,’ says Stirling.

Related specifically to the Singapore 
office, Grant Thornton has further 
identified four key areas which rank highly 
among local staff. Stirling shares his 
thoughts on these four areas:
Work-life balance: ‘We all have lives 
outside the office and it’s important that 
people are having that balance. »
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No one is going to be able to work to 
the best of their abilities in the office if 
they are not getting any time to rest, 
to socialise, to spend time with their 
families and enjoy other pursuits.’
Financial remuneration: ‘We wanted 
our people to feel valued for their hard 
work. We made sure that when we 
were setting salaries they were of the 
highest levels in Singapore. We pay our 
graduates more than our competitors in 
the market.’
Training and development: ‘We 
wanted the training to be tailored 
specifically to the day-to-day 
responsibilities of our people. We 
wanted them to get meaningful 
training in relevant areas and ensure 
that that they weren’t just undertaking 
training for the sake of fulfilling 
their CPD (continuing professional 
development) hours.’

Global opportunities: ‘As an 
international firm, we are able to offer our 
people global opportunities. The idea 
is that if someone has an interest in, for 
example, the Australian markets, they get 
the chance to work with our Australian 

clients, or with our Australian office, or 
in the Singapore component of a large 
Australian client.’

Extracurricular activity
On a lighter note, the company looks at 
social events as a way of reinforcing 
its open culture. The Singapore office 
is actively involved in a number of 
sports and has its own football, netball 
and bowling team, as well as a running 
club. Outside of sports, regular inter-
departmental social functions provide 
an opportunity for staff to build team 
cohesiveness.

‘We feel that it’s important for all the 
departments to socialise and catch up. 
Getting to know our colleagues better 
ultimately helps us grow and develop 
the business.’ ■

Rufus Tan, journalist

‘We made sure 
that when we 

were setting 
salaries they 

were of the 
highest levels in 

Singapore’
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The view from
Ram Aryal ACCA, accountant, Prominent, Australia on IT, 
the role of the CFO and life in a transitioning economy

I’ve always been interested in economics 
and business in general, with business 
being the backbone of society. My 
view was, if I learn fi nance, I will also learn 
about the economy and I’ll understand the 
world – not to mention the good career 
prospects. I chose ACCA in particular 
for several reasons: it offers a great 
international perspective, it was accessible 
in my home, Kathmandu, Nepal, and being 
a UK qualifi cation it is highly regarded. 
As company accountant at Prominent 
Australia, I maintain the integrity of the 
accounting and fi nancial reporting systems; 
I ensure compliance with tax, goods and 
services tax and employment legislation.

IT has changed the way business is 
done as it has every aspect of our 
lives. Accountants are more and more 

involved in business decisions, utilising 
their expertise in budgeting, forecasting, 
cost optimisation and new product 
development, in addition to their 
traditional role of bookkeeping, reporting, 
tax and so on. Also, CFOs are ever more 
involved in business strategy formulation, 
which is positive. By the same token, I 
am also concerned about whether CFOs 
are tempted to deviate from their core 
areas, such as maintaining the integrity of 
accounting, reporting systems, law and 
tax compliance, as they become more 
involved in strategic roles. CFOs should 
not be distracted from their primary 
responsibility of maintaining the integrity 
of accounting and reporting systems. 
Effective delegation and prioritising can 
help CFOs to engage and contribute in 
business strategy without compromising 
their primary responsibilities.

Australia is a vibrant democracy with a 
strong rule of law, a growing population 
and high per capita suggesting good 
disposable income. Its proximity to 
Asia, where there is huge demand 
for services and products, is another 
advantage. However, Australia is currently 
transitioning from a mining-led to a more 
diversifi ed economy and commodity 
prices have tumbled. The Turnbull 
government has placed importance on 
small businesses given their considerable 
contribution to the economy and jobs and 
has also encouraged innovation via various 
tax incentives for young entrepreneurs.   

My goal is to be a strategic fi nance 
professional, able to infl uence business 
directions and decisions. I’d like to see 
myself as a business partner supporting 
decisions, and also infl uencing and 
contributing more in business strategy.

If I weren’t an accountant I’d 
probably be a community worker 
in underdeveloped countries or 
communities. I like to engage with people 
and try to fi nd ways in which I can possibly 
help those who are disadvantaged. I have 
a passion for such issues. ■ 

CFOs should not 
be distracted from 

their primary 
responsibility 

of maintaining 
the integrity of 

accounting and 
reporting systems

Snapshot: retail

How retailers think about markets 
and customers is undergoing 
radical change. There is a major 
shift away from buying physical 
goods towards buying experiences; 
combining these with the act of 
shopping is a preoccupation.

Retailers also face big shifts in 
demand, as highlighted by PwC’s 
annual retail CEO survey. In Europe, 
confi dence has declined in the 
face of economic slowdowns and 
uncertainty around Brexit. In Asia, 
the appetite for luxury goods has 
dwindled due to falls in GDP growth 
and regulatory pressure in China.

Protectionism and trade tariffs 
are a persistent concern. A Trump 
win in the US election could result 
in greater costs, while the UK’s 
departure from the EU would bring 
increased compliance costs even if 
no customs duties were imposed.

The introduction of IFRS 16 
in 2019 is causing some concern, 
with retail CEOs already looking at 
balance-sheet and P&L impacts. 
Those changes, combined with new 
debt deductibility rules resulting 
from BEPS, could lead to pockets 
of non-deductible interest on debt.

Data protection and cyber-
security are a key focus. Leveraging  
–  and securing – vast customer 
datasets is a considerable challenge.

Finance professionals in this 
fast-paced arena need to be highly 
commercially aware, and to blend a 
passion for retail with pragmatism. 

Sue Rissbrook, senior retail and 
consumer partner, PwC
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Fever pitch
While increasing numbers of Chinese investors are being attracted to the glamour of 
top-flight European football clubs, such acquisitions are not necessarily straightforward

Flush with cash, Chinese investors 
are now looking to acquire what may 
be the ultimate status symbol: sports 
teams. The most successful Chinese 
companies, entrepreneurs and investors 
have shown a proclivity to invest in 
football teams and leagues, both 
domestic and overseas. 

The recent spate in investment follows 
President Xi Jinping’s call in April to boost 
China’s football expertise and make 
China a ‘world football powerhouse’ by 
2050. The plan includes getting 50 million 
children and adults playing by 2020, and 
opening 20,000 football training centres 
and 70,000 pitches by 2020. 

But if the push into sports could bring 
new opportunities, it is not without its 
challenges. Locals have been disappointed 
with the performance of China’s national 
football side at international competitions 
such as the World Cup. Still, football (or 
soccer, depending on geography) remains 
the most popular sport in the country and 
in much of Asia.  

The national drive to improve the 
sport, the enthusiasm of fans and 
plenty of liquidity in the rather full war 
chests of the country’s largest companies 
add up to large investments in both 
teams and players. The average salaries 
of players in the Chinese Super League 
(CSL) are among the highest in Asia 
and the 15th highest worldwide. During 
the January 2016 transfer window, CSL 
clubs paid significantly more for players 

compared with any other league, 
spending US$365m.

Among the hundreds of millions of 
diehard fans are billionaires pouring 
their money into the sport. In 2014, Jack 
Ma’s Alibaba, an e-commerce goliath, 
spent US$192m on a 50% stake in a 
football team in Guangzhou, in southern 
China. The following year, property and 
entertainment conglomerate Dalian 
Wanda Group, chaired by Wang Jianlin, 
paid US$52m on a 20% stake in the 
Spanish club Atlético Madrid. Then, in 
December 2015, China Media Capital 
took a 13% stake in City Football Group, 
the parent company of English Premier 
League team Manchester City FC, for 
£265m (US$400m).

Tip of the iceberg
And these deals are just the tip of the 
iceberg. In June, Suning Holdings Group 
bought a 70% stake (worth US$307m) in 
Italian club Inter Milan, closely followed by 
Recon Group, which acquired the English 

team Aston Villa in a US$101m deal. The 
rush for English clubs didn’t end there: 
in July, Fosun International, led by Guo 
Guangchang – dubbed ‘China’s Warren 
Buffett’ – fully acquired Wolverhampton 
Wanderers for US$59.7m; and in August, 
West Bromwich Albion was sold to 
Chinese investment group Yunyi Guokai 
(Shanghai) Sports Development, which is 
led by Guochuan Lai. 

According to Xinhua News 
Agency, Wang plans to buy three 
more sports companies and that 
‘upon the completion of these 
mergers and acquisitions, Wanda is 
going to be the world number one 
in the sports industry’. That may 
sound like empty bragging from 
anyone else, but Wang has previous 
form, following through with similar 
plans for Chinese shopping malls 
and movie theatres globally. 

There is no doubt that Chinese 
investors will be adding more European 
football clubs to their portfolios; the 

‘Chinese investors 
acquiring foreign 

football clubs 
is one more 

aspect of China’s 
successful 40-year 
economic reform’

Game on: China’s transformation into a football nation 

The football fever among Chinese investors is fuelled in large part by the central 
government’s ambitious reform plan to commercialise the country’s sports 
industry and football in particular.

In October 2014, the State Council, the highest level of government, 
released a series of guidelines to boost China’s sports industry, titled 
Opinions on Accelerating the Development of Sports Industry and Promoting 
Sports Consumption. 

One main target specified in the document is to increase the overall size of 
the sports industry to more than RMB5 trillion (US$750bn) by 2025. 

In 2015, the State Council built on the guidelines by releasing a detailed 
football reform plan. The first aim is ‘to integrate the international experiences 
with specific Chinese circumstances; to learn from the experiences of those 
football-advanced countries based on the specific situations of China.’

‘One of the goals of the football reform is to attract more foreign investment 
to the Chinese football industry and Chinese sports industry in general. In the 
meantime, Chinese investors acquiring foreign football clubs is one more aspect 
of China’s successful 40-year economic reform,’ says Liu Chi, a Chinese sports 
and entertainment lawyer and partner at JunZeJun Law Offices. ‘Through owning 
and managing foreign clubs, Chinese investors can bring back much-needed 
experience and talent, so China does not need to reinvent the wheel in getting a 
more mature regulatory environment in place for the development of football in 
China in the long term.’  
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◄ Ready for kick off
A sculpture of a 
football is unveiled 
at a new facility at 
Wuhan in China’s Hubei 
province. The sport is 
growing in popularity 
across the country

only question is who will be next. English 
soccer giant Liverpool FC is rumoured to 
be the next target, with suggestions that 
a consortium led by a Chinese investment 
company is interested in buying a stake in 
the club, now valued at £1bn. 

Such acquisitions will undoubtedly 
strengthen the ties between Chinese and 
international football, perhaps paving the 
way for future Chinese football stars. For 
some fans, the hope is that China could 
feasibly host – and perhaps even win – a 
Fifa World Cup. 

But there are hurdles that investors 
have to overcome, both financial and 
cultural. As with many other investments 
overseas, acquiring a stake or a whole 
club can be difficult. Investors often find 
themselves unaccustomed to the local 
culture, where lengthy and complex 
approval processes can hinder progress 
and potentially make the investment 
more risky.  

‘I am still quite prudent in overseas 
football club purchases,’ says Dong 
Shuangquan, a partner at Great Wall Law 
Firm and founder of the China Sports & 
Law Research Centre. ‘We should not only 

read newspapers about how overseas 
clubs are top-notch and making profit. 
Actually, until now, we have not seen 
many successful cases.’ 

Myriad challenges
Dong notes that one difficulty that 
Chinese investors often meet comes from 
the different regulatory environments, 
which are more established elsewhere. 
Such issues could limit the possibility of 
sending Chinese players to play and train 
in Europe. ‘The reality is that you cannot 
just make any decision you want even 
though you are the biggest shareholder,’ 
he says. ‘In the UK, for example, there are 
very strict labour laws about importing 
foreign players.’

Then there are questions of 
marketing and goodwill. There is much 
noise surrounding Chinese buyers and 
they can sometimes be viewed with 
scepticism. In the UK, for example, 
investors need to show proof of funding 
before they can engage with club 
owners about potential purchases or 
investments, and must to show their 
willingness to commit to the purchase 

by paying financial and legal advisers to 
assist with the transaction.

Liu Chi, a Chinese sports and 
entertainment lawyer and partner at 
JunZeJun Law Offices, points out that 
Chinese investors may well face similar 
legal challenges to those investing in 
other industries abroad, ‘including but 
not limited to conducting thorough legal 
and financial due diligence; working with 
foreign management; dealing with labour 
or player unions; complying with local 
laws and regulations; managing media 
relationships; and overcoming cultural 
differences and challenges’.  

Coordination is a key part of 
the process, particularly among the 
professionals, including accountants and 
lawyers, who structure the deals and 
investment. This type of coordination, 
adds Liu, is critical ‘to ensure that the 
Chinese investors not only enjoy a 
“honeymoon” with the foreign football 
clubs but also a happy life after, especially 
when this type of “celebrity marriage” is 
crowded with fans and media’. ■

Pearl Liu, journalist
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Dodge the tornado
While so-called ‘black swan’ events may be impossible to predict, businesses can 
mitigate financial risks by having the right strategies, processes and systems in place

The fear of the next ‘black swan’ event 
seems to be omnipresent since it was 
popularised by risk analyst and former 
Wall Street trader Nassim Nicholas 
Taleb in the aftermath of the 2008 
global economic crisis. According 
to Taleb, black swans are highly 
improbable and impossible to predict. 
They have a profound effect on the 
economies and markets they disrupt, 
either positive – think of the rise of 
the internet – or negative – as in the 
case of the 9/11 terrorist attacks and, 
indeed, the most recent financial crisis.

Richard Fairchild from the University 
of Bath’s School of Management in 
the UK and Nick Bullman, managing 
partner at global provider of risk services 
CheckRisk, have been working together 
to analyse risk events. ‘Black swan events 
are rare and must have a true element 
of surprise to fit the standard definition,’ 
they say. ‘An undetected meteor strike 
that changes the world’s weather 
patterns would be a good example.’

The premise that black swans cannot 
be foreseen does not stop us from 
speculating. Another global financial 
crisis, the break-up of the European 
Union (EU), an increasingly expansionary 
Russian policy, a Trump presidency in 
the US, China’s economy becoming 
unstable and a cyber attack with global 
consequences are all cited as possible 
candidates. However, Fairchild and 
Bullman point out that these potential 
risk events are not true black swans, 
as they can be predicted and the 
mechanisms and models to do so are 
already available.

For example, CheckRisk’s proprietary 
early-warning risk system indicates that 
the years 2017-20 will be a period of 
intensified financial market risk, with 2018 
and 2019 of particular concern. ‘Global 
debt has increased by over US$60 
trillion since 2008,’ say Fairchild and 
Bullman. ‘Another global financial crisis 
is increasingly inevitable; it can only be 
delayed, not avoided.’ 

They also point out that the collapse 
of the EU and the euro in its current form 
is quite probable unless the EU takes 
Brexit as a cause for radical reform of its 
mandate and that, as Putin’s behaviour 
patterns are relatively predictable, Russia 
will continue to be expansionary on a 
geopolitical scale. 

The odds on Trump winning the US 
presidential race as AB went to press 
were around 50:50. Leighton Vaughan 
Williams, professor of economics and 
finance at Nottingham Trent University’s 
business school in the UK, warns that 
a Trump victory could have major 
negative economic implications and 

that investors would turn as a refuge 
to gold, the price of which would rise 
along with other safe-haven currency 
prices. ‘Most significantly, the ensuing 
contraction of the world economy would 
see serious job losses and real wage 
cuts, which would hit the US, UK and 
Asia particularly hard,’ Williams says.

Credit binge
Global financial watchdog the Bank 
for International Settlements estimates 
that China’s huge credit binge increases 
the risk of the country’s banking crisis 
occurring in the next three years. And 
the possible consequences? Nicklas 
Jonow, partner at Pacific Consulting 

Group in Hong Kong, proffers this 
prediction: ‘China’s credit collapse could 
set off a series of defaults. Foreign 
and domestic investors might rush to 
go risk-off and further exacerbate the 
problem as more and more companies 
and financial institutions are unable 
to deal with redemptions, roll over 
debt or simply finance their business 
operations. As things unfold, the 
Chinese government might step in with 
a rescue package, only to find out that 
the shadow banking off-balance sheet 
lending has grown beyond their ability 
to control. China’s financial system then 
collapses and the crash spreads to the 
rest of the world.’

If businesses put strategies, processes 
and systems in place to manage 
predictable risk events, they will also be 
better equipped for true black swans 
when they occur.

‘We have to accept that we 
cannot predict the unpredictable,’ says 
Jonow. ‘But this doesn’t mean we should 
not be ready to protect the business when 
an outlier event happens. We do know that 
a recession is overdue, so keep gearing 
low, keep cash and cash equivalents, and 
keep trade finance terms conservative.’

Colin Farquhar, director at global 
consulting firm Protiviti, says: ‘It’s entirely 
predictable that totally unpredictable 
events will occur, but company 
strategies often seem to be blind to this 
fundamental truth.’ 

Farquhar further points out that 
all systems, however carefully built, 
are breakable and, once a system has 
gone critical, a runaway chain reaction 
is likely. ‘A business needs systems that 
automatically limit chain reactions and 
allow for controlled stabilisation,’ he says, 
a bit like circuit breakers and dampers in 
some engineering systems. ‘Rigid systems 
tend to work well at times of equilibrium 
but poorly at times of stress,’ Farquhar 
adds. ‘On the other hand, adaptable or 
evolutionary systems are more resilient to 
environmental change.’

‘A business needs 
systems that 

automatically 
limit chain 

reactions 
and allow for 

controlled 
stabilisation’

30 Corporate | Risk events

Accounting and Business 11/2016 

AP_UK_YCORP_blackswan.indd   30 04/10/2016   10:35



Change in attitude
A change in attitude to technology risk is 
also needed, especially when many believe 
a major cyber attack, possibly on one of 
the world’s biggest banks, is a likely threat. 
If millions of businesses and people were 
suddenly unable to access their accounts, 
the aftershock could be a complete cyber 
meltdown in more than one industry.

Jonathan Wyatt, managing director 
at Protiviti, encourages organisations 
to focus much more on the business 
outcomes that might arise as a result of 
a cyber attack. He says: ‘This may sound 
like stating the obvious, but it’s not 

the approach that most organisations 
take to technology risk today. Most set 
goals along the lines of “We need to 
reduce our exposure to a cyber attack” 
or “We need to protect customer 
data”. It’s extremely difficult to define 
effective strategies with such vague 
goals.’ It’s much easier to design plans 
for outcomes such as ‘inability to trade 
to close out positions’. Wyatt says: ‘The 
solution is not always to prevent the 
attack or even the consequences of the 
attack, but to set the business up to be 
able to respond.’

A large business may not survive a 

major risk event unless it has people who 
are competent and confident to take 
appropriate actions. ‘The appointment of 
an organisational resilience officer could 
be the answer to surviving events such as 
financial crises, cyber attacks and other 
external threats,’ says Maureen Sumner 
Smith, managing director at the British 
Standards Institution. She adds: ‘Their 
remit needs to be organisation-wide, 
working closely with the CIO and COO, 
HR, operations and IT, as well as across 
the supply chain.’ ■

Iwona Tokc-Wilde, journalist
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New world
Roger Burritt and Katherine Christ outline what is known as Industry 4.0, or the fourth 
industrial revolution, and discuss what the digital world might mean for the profession 

management and governance, which might amount to a fourth 
industrial revolution.

The ideas for Industry 4.0 began in Germany and are rapidly 
being taken up in other countries and regions such as the US, 
South Korea, Japan, China and the European Union under 
different names, with Industrie 4.0, the internet of things and the 
industrial internet being terms in common use. In principle, based 
on current development, Industry 4.0 could come to affect every 
country and organisation in the world in the not too distant future. 

Enthusiasm is also reflected in the enormity of the funds 
being invested. Predictions suggest US$15 trillion (£11.5 trillion) 
will be invested in the concept by 2030. Furthermore, what was 
initially seen as a way for developed countries to compete with 
low labour costs in emerging economies is now being taken 
up by those countries as well. China, for example, which seeks 
to be the world’s leading industrial power by 2049, is providing 
CNY500bn (£58bn) of government-funded development support 
at national and regional levels.

Given the developments outlined above, a question 
in need of an answer is how Industry 4.0 might affect the 
accounting profession. It can be argued that Industry 4.0 will 
present a new mindset within which accountants must learn to 
operate. Industry 4.0 can be expected to influence accounting 
practice in the following ways. It will:

* enable accountants to obtain previously unobtainable data in 
real time – through embedded sensors

* facilitate data extraction from large common pools – for 

Business magazines and social media are awash 
with commentary on digitalised information, 
communication and technology and how these might 

benefit accountants’ clients or the companies for which 
they work. In the article ‘The robots are coming’ (AB, July) 
readers were put on notice of significant change ahead 
as robotic and artificial intelligence innovations begin to 
take centre stage. 

A related development that accountants should be aware of 
is Industry 4.0, otherwise referred to as the internet of things, or 
the fourth industrial revolution. Industry 4.0 is in an embryonic 
stage at present but is set to change the way professionals 
and organisations do business. For the accounting profession 
this represents a challenge, but also an opportunity for those 
prepared to embrace it.

Industry 4.0 is an umbrella term used to describe the deliberate 
bringing together of smart technologies which connect machines, 
computers and people. Nicholas Davis, head of society and 
innovation at the World Economic Forum (WEF), defines the fourth 
industrial revolution as ‘a new era that builds and extends the 
impact of digitisation in new and unanticipated ways…and can 
be described as the advent of “cyber-physical systems” involving 
entirely new capabilities and connectivity for people and machines’. 

Klaus Schwab, founder and executive chairman at the 
WEF, observes that the breadth, depth and rapidity of 
technological changes encouraged by Moore’s law (see box) 
heralds the transformation of entire systems of production, 

32 Insight | Fourth industrial revolution

Accounting and Business 11/2016

INT_I_Industry4.indd   32 06/10/2016   16:04



Industry 4.0 at a glance

* A potential new era based on ever increasing digital 
connectivity and common data platforms facilitating 
real-time data exchange and problem solving.

* Driven by cheaper data-gathering processes enabled 
by transistors in integrated circuits doubling in capacity 
every two years (Moore’s Law). 

* Diminishing size of components facilitating portability 
of hardware and increasing availability of data through 
connected machines.

* Service provision based on smart technology pushed 
through the internet to customers – mass customisation.

* Clients and employer organisations in a state of flux 
with many winners and losers.

* Need for collaboration with other professionals as 
monopoly over accounting data lost. 

* Real-time accounting systems? Automated accounting? 
Custom accounts for users from common pooled data?

all types of decisions, all types of managers, all types of 
gatekeepers and all kinds of stakeholders

* raise the quality of data – through greater timeliness and 
higher accuracy and detail to improve efficiency, data 
assurance and other decision-making purposes

* improve transfer of data for management planning and control 
– eg, in supply and value chains and between countries

* increase the credibility and relevance of reporting – through 
self-controlling, self-auditing systems and demand pull 
custom accounting for individuals.

Thus, in an Industry 4.0 world, accountants in business would 
have the opportunity to be less involved with automated 
operations and focus more on big-picture strategies such as 
resource efficiency. 

Accountants can prepare for the new era by increasing their 
awareness, building knowledge through professional development 
and continuous education, encouraging skill development in new 
entrants and collaborating with other professionals. Several steps 
can be taken to keep on top of developments. 
Awareness: One of the most important steps is to become aware 
of Industry 4.0 developments and look for opportunities that may 
arise. At this point businesses themselves are only just beginning 
to understand the potential developments. In Germany, 80% of 
companies have Industry 4.0 on their agenda; China is not far 
behind with 60% building knowledge; but most countries are at 
the very early stages of information dissemination, with few as yet 
considering investment in implementation. 
Professional development: While awareness can be created 
inhouse for accountants in business and the public sector, 
pressure is likely to rise on professional bodies and their 
continual professional development programmes for face-to-face 
and online presentations about Industry 4.0 developments such 
as smart factories and how these might affect members. 

Education: For new entrants to the profession, whether in 
business or practice, professional bodies can assist by bringing 
pressure to bear on educational institutions to make curricula 
relevant to graduates who may need to grapple with the 
new digital connectivity. This might be through, for example, 
investment in technology for practical experience, experience 
with role play in Industry 4.0 scenarios, gaining knowledge of 
the potential social effects of automation and intelligent systems 
and how to address these. Working with providers, professional 
bodies can help make suitable courses available. These might 
include coding, management of information on shared platforms 
such as the cloud and assessing the real-time accounting needs 
of different types of manager, shareholders, employees, non-
government bodies, regulators and other stakeholders.   
Reaching out: Accountants operating in the fourth industrial 
revolution will also need to recognise that they have less 
control over accounting data than in the past. Accountants 
are becoming part of a transdisciplinary mix of advisers. For 
example, environmental accounting is heavily influenced 
by physical information largely in the hands of engineers. If 
connectivity continues apace accounting information might not 
remain the preserve of accountants.

Accounting in a cyber-physical world
The prospect of the Industry 4.0 era arriving is both credible 
and intriguing and professional accountants need to anticipate 
its potential. Despite claims from some that careers will be lost, 
professions destroyed and accounting and audit services made 
redundant by new digital technologies, there are unknown 
opportunities for those with knowledge of new cyber-physical 
systems. Accounting for the integration of these systems and 
boundary riding will likely be at a premium, as will engagement 
with local accounting issues in global business settings operating 
on high levels of connectivity. Professional accountants who 
become well versed in the new technologies and social settings 
arising from them are likely to remain strongly in demand. ■

Dr Roger Burritt, a long-time member of the accountancy 
profession in Australia, is visiting professor at the universities of 
Kassel and Leuphana. Dr Katherine Christ is an academic in the 
School of Commerce at the University of South Australia 

For more information:

Read Deloitte’s Challenges and solutions for the digital 
transformation and use of exponential technologies at  

bit.ly/deloitte-ind4

Read EY’s The rise of Industry 4.0 at bit.ly/ey-ind4

Read KPMG’s The fourth industrial revolution: how does 
the factory of the future look like? at bit.ly/kpmg-ind4

Read PwC’s Industry 4.0: Building the digital enterprise  
at bit.ly/pwc-ind4
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Bots of interest
A recent Deloitte survey reveals a sharp increase in the number of shared services and 
global business services organisations investigating robotics process automation

They already walk among us…

Robotics process automation (RPA) is now a viable, 
proven solution for shared services and global business 
services, according to Deloitte’s online survey. 

9% of respondents have already implemented RPA

76% plan to investigate the technology in the coming year

How much process re-engineering?

Few respondents thought RPA could be successfully 
implemented without a greater or lesser degree of 
re-engineering of existing processes in the business.

Ushering in the digital workforce

Asked how they viewed RPA, most respondents saw it as a digital workforce enabler 
– but over half thought artifi cial intelligence and cognitive tech would deliver more.

Will it pay?

Every respondent who had 
implemented or piloted 
RPA (and a majority of the 
rest) was confi dent it would 
deliver fi nancial benefi ts.

For more information:

Download the report The robots are here: Meet your 
digital workforce at bit.ly/Deloitte-RPA

■ Not sure what will be needed   ■ None unless 
absolutely required   ■ Tweaks only   ■ Re-engineering 
only if signifi cant benefi t     ■ End-to-end/signifi cant

RPA-aware
RPA investigators

RPA pilots
RPA implementers

A fad that will disappear in a few years

A pure tech implementation

A systems upgrade stop-gap

A useful tool, but cognitive/AI will be the big prize

An operating model that will enable a digital workforce

2%

14%

18%

51%

65%

5%

63%
82%

100%
100%

8%

36%39%

12%

35

11/2016 Accounting and Business

Graphics | Insight

GL_I_graphics.indd   35 05/10/2016   18:02

www.bit.ly/Deloitte-RPA


The ‘merry’ science?
Policymakers and companies want to explore what really makes us tick. As a result, 
understanding happiness will be at the heart of economics in the future 

money in a host of ways. Does income matter in absolute terms, 
with diminishing returns below a certain point? Is it the change 
in income that is important, with stagnation or decline making 
people unhappy at even high levels of earnings? Or is it relative 
income, with the material progress of your neighbours or the rest 
of society being the crucial determinant? Finally, is it net wealth, 
rather than income per se, that is key? 

As yet, there is no full consensus on these questions. But there 
are issues on which many economists now agree. The research of  
Deaton and psychologist Daniel Kahneman suggests money stops 
producing additional gains in day-to-day happiness after about 
US$75,000 a year in the US – roughly sufficient for a secure life. 
Still, there are also indications that people continue to rate their 
overall life satisfaction higher as their income continues to climb. 

Relative values
There is also strong evidence that relative wealth is important. A 
recent study allocated an average of US$357 each to around 500 
lucky ‘lottery’ winners in rural Kenya, enough to almost double the 
wealth of the average villager. By using a range of clinical tests, 
the study showed lower levels of stress and depression among the 
winners. Sadly, this only lasted about six months and was matched 
with a corresponding rise in cortisol, a stress hormone, among 
non-winners, presumably envious at their neighbours’ windfall.

Other research suggests that more extreme levels of 
inequality can also reduce happiness. A rise in incomes of 
the top 1% of earners can depress life satisfaction in the rest 
of society, even when household incomes and GDP remain 

constant, says Jan-Emmanuel De 
Neve, an Oxford University academic 
and co-author of this study: ‘We knew 
that human wellbeing is sensitive to 
relative standing or rank but we have 
underestimated the importance of the 
range of the income distribution which 
is getting extended as the top tier 
races ahead.’ 

Moving from individuals to 
countries, the controversy is even 
greater. University of Pennsylvania 
economists Betsey Stevenson and 
Justin Wolfers have disputed the 
Easterlin paradox, using survey data 
to show a reliable increase in life 
satisfaction as nations grow richer, 
with no limit in sight so far. 

It is getting harder to accuse economics of being ‘the 
dismal science’. With every passing year, the discipline 
is taking an increasing interest in hedonics – the study 

of what makes us cheerful and fulfilled. The rising status of 
hedonics was underlined when Angus Deaton, an economist 
and leading happiness researcher, became the most recent 
recipient of the Nobel Memorial Prize for Economic Sciences. 

Governments are also throwing their weight behind the 
trend. France and the UK have both started collecting data 
on wellbeing, while earlier this year the United Arab Emirates 
appointed a minister for happiness.

So why is this discipline growing so fast? What has it taught 
us so far? And what does the future hold for practitioners of this 
ever more ‘sentimental’ science? 

Although economists are exploring a range of factors that 
affect our mood, the most basic debate has been over whether 
money makes us happy – and if so, when, how and why? 

The issue was identified in passing by the field’s founding 
father Adam Smith, who believed that the notion that wealth 
created happiness was an illusion, albeit a helpful one. Writing in 
1759 he argued that: ‘The pleasures of wealth and greatness strike 
the imagination as something grand and beautiful and noble, of 
which the attainment is well worth all the toil and anxiety which we 
are so apt to bestow upon it. It is this deception which rouses and 
keeps in continual motion the industry of mankind.’ 

The question was only picked up again in earnest in the 1970s 
by Richard Easterlin, professor of economics at the University 
of Southern California. He concluded that at a national level 
happiness does not increase with 
wealth once basic needs are fulfilled, 
a phenomenon that has come to be 
known as the Easterlin paradox. 

More recently, economists have 
been breaking down this question 
into its various sub-components. ‘The 
issue itself has sometimes been hard to 
pin down,’ says Paul Zak, professor of 
neuroeconomics at Claremont Graduate 
University in Southern California. ‘For 
a start, we can try to measure different 
dimensions of happiness – day-to-
day sentiment, an overall sense of life 
satisfaction, or a sense of purpose, 
what the Greeks called “eudaimonia”.’ 
In addition, it is possible to link either 
of these dimensions of wellbeing to 

‘We found that 
spending money 
on other people 

and experiences, 
over possessions, 

tended to make 
people happier’
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An additional wrinkle in the debate is that it appears to matter 
not just how much money you have, but how you use it. ‘We found 
that spending on other people and experiences, over possessions, 
tended to make people happier,’ says Michael Norton, a professor 
at Harvard Business School and co-author of Happy Money: The 
New Science of Happier Spending. ‘Your decisions are crucial in 
determining how much satisfaction you get from your cash.’ 

All the rage
So why has this study become all the rage among economists? 
Richard Layard, a professor at the London School of Economics 
and one of the creators of the World Happiness Report, believes 
that policymakers have increasingly seen the appeal of this 
approach. ‘In the end what really matters is the quality of life as 
people experience it,’ he says. ‘We believe this should become 
the acid test for public policy. But wellbeing also matters because 
it affects productivity – the best places to work also experience the 
biggest rises in share price. So it’s a win-win approach.’ 

Ecologically minded policymakers have been especially keen 
on hedonics. An economic model based on the assumption that 
‘more is better’ may ultimately place unsustainable demands on 
the world’s natural resources. Finally, the discipline may be getting 
a push from recent lower levels of growth around the world. 

‘The financial crisis got some countries to measure things 
other than GDP,’ says Dan Ariely, professor of behavioural 

economics at Duke University and author of The Honest Truth 
about Dishonesty. ‘If GDP growth is weak, why not measure 
something that makes us look a little better, like happiness.’

The techniques of economists are also becoming more 
futuristic. For much of the history of economics, academics simply 
assumed they knew why people made decisions. From the 1990s, 
behavioural economists have proved through experiments that 
human decision making was less rational than previously thought – 
with predictable irrationality, as Ariely has put it. 

Increasingly, economists are moving beyond self-reported 
surveys to biological data, as in the Kenyan study. Claremont’s 
Zak has even set up a monitoring company, ZESTxLabs, which 
allows companies to measure the minute-by-minute response of 
potential customers to their products by collecting gigabytes of 
data from sensors on the head, torso and fingers. 

‘As the cost of such technology falls, it is likely to be used 
more and more by policymakers and companies who want to 
understand what really makes us tick,’ Zak says. ‘This will be at 
the heart of economics in future.’ ■

Christopher Fitzgerald and Fernando Florez, journalists

For more information:

Find the World Happiness Report at bit.ly/1O1QJnz
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Shaking things upShaking things up
The traditional world of banking is undergoing a revolution propelled by technology, in 
which smaller, more agile rivals are forcing the big banks to react

founded in 2012 – made loans of US$24m in year one, US$538m 
in year two, and US$2.3bn in year three. In January 2016 it was 
valued at US$18.5bn. 

Fintech activity is taking place around the world, particularly in 
the US and Asia. London has also built a reputation as a thriving 
fi ntech hub, aided by the city’s status as a global fi nancial centre 
and the UK’s willingness to adopt new technology. The Brexit 
vote has triggered some questions as to what the future holds, 
however. Two key factors will be companies’ ability to recruit the 
talent they need and the nature of the regulatory framework in 
which they will have to operate. For example, the possible loss 
of passporting rights – permission for fi ntech fi rms with banking 
licences to operate across EU borders – is a concern for those 
operating in multiple European territories.

Banking innovation
New technology is resulting in new banks – startups that can 
make the most of the latest technology and business models. 
For example, open-access platforms allow software developers 

Financial technology (fi ntech) is shaking up the 
established world of fi nancial services. Innovative start-
ups are offering new services, attracting investment, 

growing fast and taking on traditional players. 
Fintech businesses operate across the spectrum of fi nancial 

services. Many fi nance professionals are already benefi ting 
from the tools and applications that are making their mark on 
accounting, such as Xero, a cloud-accounting and reporting 
platform, and Receipt Bank, which enables invoices and receipts 
to be processed via smartphone photos and email. But fi ntech 
covers many more areas, from lending and advice to foreign 
exchange and payments (see box). 

Investment in new fi ntech ventures is growing. According to 
consultancy Accenture, investment in global fi ntech rose by 75% 
in 2015 to US$22.3bn. In 2015, UK companies were involved in 
US$962m of fi ntech investment activity, according to KPMG. 

The fi ntech businesses themselves are expanding rapidly, 
as highlighted in ACCA’s recent report, FinTech – transforming 
fi nance. For example, Lufax – a Chinese peer-to-peer lender 
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What does fintech do?

The fintech sector covers many aspects of financial 
services, including:

* Borrowing money – peer-to-peer lenders such as 
Ledico, Zopa, Prosper and OnDeck connect savers with 
borrowers

* Foreign currency – peer-to-peer money transfer service 
TransferWise is a market leader in foreign currency 
exchange

* International money transfer – innovators include 
Xoom, Azimo and CurrencyFair

* Credit reports – Credit Karma in the UK is challenging 
Experian in the market for personal credit information

* Fraud protection – V-Key provides multi-factor 
authentication payment security solutions for mobile 
applications

* Payments/e-commerce – Klarna is changing internet 
retail with a payment proposition that lets consumers 
receive goods before they pay

* Financial advice – Scalable Capital reduces the costs of 
expensive face-to-face advice by using algorithms to 
make decisions about what to invest in and when

* Insurance – Trōv, an on-demand, app-based insurance 
provider for personal belongings, is part of a growing 
insurance technology (insurtech) sector.  

to create their own apps and straight-through processing for a 
highly automated loan process. The UK has a number of online-
only bank startups, such as Atom Bank, a mobile-app-based 
bank with no call centre or branches. Similarly Tandem Bank 
is committed to creating a mobile app-based retail banking 
proposition that is personalised to help its users identify money-
saving opportunities.  

Fintech doesn’t necessarily spell the end of traditional banks, 
although they do face challenges. Most big banks lack the agility 
of smaller rivals and still rely on outmoded and unwieldy legacy 
IT systems. However, they are trying to adjust to the potential of 
fintech by acquiring challengers or finding ways to collaborate 
with new entrants. Institutions such as Citibank and UBS are 
using a range of techniques to engage with fintech startups. 
Innovation labs, challenge prizes, venture funds, accelerators 
and workspace hubs have been launched around the world in 
attempts to attract and nurture talent and tap into emerging 
‘big ideas’. There are benefits both for the big banks and 
fintech entrepreneurs. As Richard Brown, partner in Santander 
InnoVentures, a fintech-focused investment fund, says: ‘It’s about 
collaboration, learning and spreading an entrepreneurial culture 
in the bank as well as making a financial return. Banks can benefit 
through collaboration. We can bring our huge scale to startups. 
Winning user adoption is a huge challenge for startups.’ 

As traditional banks respond to the challenge posed by 
agile startups, one structural factor working in their favour is 

the mass of legislation that, depending on the jurisdiction, 
limits what new entrants can do. Regulation does evolve, 
of course, so such challenges could ease with time. Some 
countries are supporting innovators, entrepreneurs and the 
banks as they navigate the rules. For example, the Financial 
Conduct Authority in the UK has set up a ‘regulatory sandbox’ 
– a safe space where firms can experiment with new products, 
services and business models without incurring all the normal 
regulatory consequences. The regulatory compliance challenge 
itself creates new technology opportunities. The regulation 
technology (regtech) sector, which provides technology 
solutions to enable better regulatory compliance, is another 
growing area of entrepreneurial activity.

All banks and other financial services entities are likely 
to be affected by the impact of blockchain – the underlying 
distributed ledger technology that underpins bitcoin, the virtual 
currency. Blockchain could become the digital infrastructure 
for everything from processing payments and trading shares 
to verification or land registration. It could transform the way 
in which many financial transactions are conducted, including 
back-office finance functions. A recent study by Autonomous 
Research estimated that within five years, blockchain could 
enable US$16bn of cost savings by simplifying back-office and 
settlement processes.

Opportunity knocks 
Growing sectors such as fintech offer good opportunities 
for professional accountants to help emerging businesses 
meet their regulatory, tax and financial needs. Finance 
professionals also have important roles to play in supporting 
fintech mergers and acquisitions and fundraising activity, 
including stock market listings. These roles require the 
development of specialist business valuation skills. Fintech 
company valuations are based on five, largely intangible 
elements: brand, intellectual property, data assets, client 
numbers and recurring income. Traditional valuation methods 
therefore no longer apply.

Fintech developments will continue to shape traditional 
advisory roles too. Professional accountants need to embrace 
digitisation, using it to help them provide even more insightful 
analysis to help companies grow and understand the value they 
are creating. ‘Fintech frees us up to work on better things,’ says 
Bivek Sharma, head of small business accounting at KPMG. 
‘Accountants are now in the data analytics sphere. We are in 
software procurement. We can help clients with cashflow, with 
funding. We can work with clients so they sell more, and structure 
their business in the best way. We are now free to become 
consultants and FDs.’ ■

Sarah Perrin, journalist

For more information:

See ACCA’s report FinTech – transforming finance at 
accaglobal.com/fin-tech
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Quality control
As mandatory auditor rotation comes into effect in the EU as well as other parts of the 
world, an ACCA study looks at the factors perceived as important to audit quality

* communication between the audit team and 
client management

* the audit partner’s knowledge of the client industry 

* the senior managers’ knowledge of the client industry

* a very knowledgeable audit team

* the audit quality assurance review. 
The study is particularly interesting because it compares the 
perceptions about audit quality from the supply side of the 
equation – auditors – against those that pay for it. As the report 
points out, those supplying the service have far more information 
about audit quality than is available to the purchaser. Of the 
three groups in the study, auditors have the most information 
available to them about audit quality, directors the least, and 
CFOs are somewhere in between.

This is important because it means that the purchasers of 
audit services are essentially doing so on trust; they have only 
limited ability to determine the quality of an audit, both before 
they have bought it and after it is completed. The company 
could well be uncertain that the service they are paying for fully 
meets their needs and would not know if they were overcharged. 

Even so, the report’s authors were surprised to find a high 
level of agreement between the three stakeholder groups on 
what contributes to a high quality audit. ‘We expected the 
directors to be much more concerned about independence than 
the auditors, for example,’ says Nonna Martinov-Bennie, director 
of IGAP and a member of Chartered Accountants Australia and 
New Zealand, who co-authored the report with Paul Taylor, a 
researcher at IGAP. ‘Auditing firms know their personnel whereas 

the directors must, to some extent, put 
their faith in the audit team. It’s logical 
to expect that directors would be 
more concerned about measures that 
increase independence.’

In fact, all three groups ranked 
the competence of the firm and its 
team and the interaction between 
the company and auditor as more 
important than independence. 
Auditors, CFOs and directors ranked 
audit firm size as the most important 
attribute as an indicator of audit quality, 
followed by the level of attention that 
partners and managers paid to the 
audit. The level of communication 
between the audit team and the client 
was also rated as very important by 

High-quality audits are an essential part of business. If 
shareholders, directors, the public and press see the 
audit process as less than rigorous, their confidence in 

the stability of companies – as well as in the audit profession 
– will sink. Every corporate fraud and failure is a threat to this 
fragile balance.

The profession has struggled for years to get across the 
message that audits are not a panacea to cure all ills; even the 
best ones can fail to detect a problem if those preparing the 
accounts are intent on deception. So, more recently – in the 
wake of the financial crisis – regulators and standard setters have 
focused more closely on audit quality as a way of improving 
public confidence in the audit process. This culminated in the 
Framework for Audit Quality released by the International 
Auditing and Assurance Standards Board in 2014.

The framework set out the factors underpinning a high-
quality audit: independence, competence and the interactions 
between the audit firm and company representatives. Of 
these, independence is arguably seen as most critical by 
regulators, resulting in a string of legislation around audit firm 
rotation and partner tenure. 

A new comprehensive study from the ACCA, though, 
shines a light on what company directors see as the most 
important contributors to audit quality. Directors’, CFOs’ and 
auditors’ perceptions of audit quality attributes: a comparative 
study, carried out with the International Governance and 
Performance Research Centre (IGAP) at Macquarie University 
in New South Wales, Australia, looked at how these three 
stakeholder groups assessed and 
understood audit quality – and its 
findings threw up several surprises. 

Information inequality
The study assessed the perceptions of 
directors, CFOs and auditors against 
the relative importance of 10 audit 
quality attributes:

* audit firm size

* the length of the audit 
partners’ tenure

* the provision of non-audit services 
by the audit firm

* the audit firm’s experience of the 
client’s industry

* the audit partner or manager’s 
attention to the audit

‘The participants 
at the focus 

sessions were 
emphatic that 

competence was 
more important 

than the focus on 
independence’
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all three groups. Audit partner tenure, on the other hand, had a 
relatively low importance.

Bigger is better
So why does size matter so much? As part of their study, the 
authors included focus group discussions with representatives 
from each of the groups taking part, and these conversations 
indicate general agreement that larger firms are seen as being 
able to offer better services across a wider range of industries. 
CFOs also argued that Big Four firms carried a level of prestige 
that was important for investor confidence. Auditors taking part 
in the discussion were split, of course, depending on whether 
they worked for a Big Four or second-tier firm.

The importance attached to partner and manager attention 
is an indication of the level of trust and confidence that is 
essential in a good auditor-client relationship. It was of particular 
importance to directors that they had full confidence in the 
senior members of the audit team who were conducting their 
audit. One CFO commented in the focus group discussions that 
a relationship with the audit partner built up over a period of 
time went to ‘the heart of getting a quality job done’, while a 
director added that ‘the more complex the company, the longer 
it takes the partner to be across the job. I don’t think they really 
get across the stride of it until about year three, and by year five 
it’s going really well’.

‘The participants at the focus sessions were emphatic 
that competence was more important than the focus on 
independence,’ Martinov-Bennie says. ‘The fact that longer 
tenure enhances the auditor’s knowledge of the client and its 
industry outweighed, for them, the fact that longer tenure might 

potentially increase familiarity and reduce independence.’ But, 
she adds, she was also left with the impression that although 
the participants felt that independence is important they did 
not really consider it to be an issue: ‘They appeared to agree 
with the auditor who said in one of the focus sessions that 
independence was “a given”.’ 

Company management want to know and trust their auditor 
– and it is clear that they see audit firm and partner rotation as 
getting in the way of that essential relationship. The unanswered 
question is whether shareholders would agree with the other 
groups; Martinov-Bennie’s view is that because shareholders 
generally only have access to publicly available information, ‘it 
is likely that regulatory controls such as limits on audit partner 
tenure may have much greater appeal for them’.

She adds that auditors may well be surprised that directors 
and CFOs would also place a relatively low level of importance 
on regulatory measures such as limits on audit partner tenure 
and mandatory quality reviews. ‘Perhaps the real lesson, however, 
is for the regulators,’ she says. ‘The message is that these 
measures are almost universally not ranked as a high priority, and 
there’s some concern that the excessive focus on compliance 
may in fact have a detrimental effect on audit quality.’ ■

Liz Fisher, journalist

For more information:

Download Directors’, CFOs’ and auditors’ perceptions of 
audit quality attributes: a comparative study at  

bit.ly/acca-percept  
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Delivering on promises
While the adoption of integrated reporting is growing, many potential preparers remain 
unconvinced of the benefits, according to two new ACCA-backed reports 

the business model would be welcomed,’ said the report, ‘and 
this might increase the relevance and usefulness of the six IR 
capitals for investment decision-making purposes to them.’

The report identifies a number of barriers to the wider use of 
IR, including:

* users’ general lack of familiarity with IR

* concerns about the measurability and connectivity of the 
capitals model

* a lack of widespread engagement and discourse around IR.
‘Although an increased number of IR reports from preparers 
may help achieve a critical mass, a more demanding challenge is 
the culture within equity markets and the incentive-led demand 
of equity analysts,’ the report concluded. Its recommendations 
include that more research should be carried out to establish 
the market benefits of IR, and that those already supportive of IR 
should be encouraged to promote its inclusion in client meetings 
and at market events generally.

A second report, Factors affecting preparers’ and auditors’ 
judgements about materiality and conciseness in Integrated 
Reporting, examines emerging practices in the early years of IR 
adoption. Covering reports from 28 countries, it looks at how 
preparers decide what to include and to what extent they are 
transparent about the decision-making process.

The authors – Marvin Wee, Ann Tarca and Lee Krug of the 
University of Western Australia, Walter Aerts of the University of 
Antwerp and Tilburg University, and Penelope Pink and Matthew 
Tilling of BDO in Australia – found that many companies using IR 
had a specific process in place for determining materiality, which 

involved both internal and external 
stakeholders and typically involved 
interviews, surveys and focus groups. 
Generally, companies followed the 
advice of the IR framework, which 
recommends that companies consider 
the magnitude and likelihood of 
occurrence when deciding if something 
is material. Few companies, though, 
described the process of evaluating 
and prioritising items, most likely for 
commercial reasons.

The study found that items that 
appeared in the financial statements 
were more likely to be considered 
material than social or environmental; 
this, the authors argued, is consistent 
with the conventional interpretation 

Integrated reporting (IR) is steadily gaining momentum. 
According to the International Integrated Reporting Council 
(IIRC), more than 1,000 businesses across the world are 

using IR to communicate with their investors, and companies 
listed on the Johannesburg Stock Exchange in South Africa 
are now in their fourth year of IR since the King report 
recommended that listed companies issue integrated reports.

So now seems like a good time to take stock of the impact 
of IR and assess whether it is delivering the decision-useful 
information that it promises. Two recent and comprehensive 
academic studies, both supported by ACCA, the IIRC and 
the International Association for Accounting Education and 
Research, have done just that.

The first, Meeting users’ information needs: the use and 
usefulness of Integrated Reporting, looks at IR from a demand 
perspective, by directly examining the views of 37 senior capital 
market users of financial information. Overall, the report’s 
authors, Professor Richard Slack of Durham University Business 
School and Professor David Campbell at Newcastle University 
Business School, found ‘mixed views on IR’ among equity market 
participants and other users. ‘There is some, although limited, 
evidence of use and demand [of IR] from buy-side fund managers,’ 
says the report, but mainstream investment fund managers and 
equity analysts on the sell side ‘were not aware of or familiar with 
IR, which was reflected in their current lack of demand for IR and 
their perception that it lacked decision-usefulness.’

Lack of awareness
The authors found that the ‘capitals’ 
model, a fundamental concept within 
the Integrated Reporting Framework, 
which was issued in 2013, was of 
particular concern. The model is 
intended to provide insight about the 
resources and relationships used and 
affected by an organisation, as well as 
the changes in value of capital caused 
by the organisation’s business activities.

The study found a ‘general 
misunderstanding of, and concerns 
expressed about’, the model and the 
authors felt that scepticism about its 
reporting of the six capitals (and a 
lack of a specific reporting template) 
was impeding demand for IR. ‘A more 
focused discussion of strategy linked to 

‘A more 
demanding 

challenge is the 
culture within 

equity markets 
and the incentive-

led demand of 
equity analysts’

42 Insight | Integrated reporting

Accounting and Business 11/2016

GL_I_IIRC.indd   42 12/10/2016   14:21



of value as a monetary concept. The report suggests, as ACCA 
chief executive Helen Brand highlights in her introduction, that 
the judgment of professional accountants will become even 
more critical in the future as reporting becomes more multi-
faceted and complex.

Reluctant to get involved
The report’s authors interviewed corporate report preparers in 
Australia, Canada, Denmark, Germany, Netherlands, Singapore, 
South Africa, Spain, Sri Lanka and the UK. In particular, the 
interviews highlight where there is still work to do in promoting 
IR and in articulating its benefits. While some interviewees were 
positive about their experiences, others were reluctant to get 
involved because the benefits are not entirely clear to them. 
The interviews also suggested that many see IR as a potentially 
expensive activity because of the resources involved and the 
degree of cultural change needed in an organisation, and that it 
is not apparent to everyone where integrated reports fit within 
the various national corporate reporting regulatory frameworks.

That said, The Use and Usefulness of IR is clear that there is 
‘ample evidence’ that the current corporate reporting framework 
is broken. The report explains that the evidence from buy- and 
sell-side analysts is that the cluttered and voluminous format of 
corporate reporting, and the annual report in particular, ‘is of 
increasingly limited use to them as users. Excepting the financial 
statements, much narrative reporting was criticised as being too 
backward-looking and lacking connectivity and measurability.’ 
Instead, there was a clear demand for a reporting culture that 

has an emphasis on the disclosure of material risks and provides 
more information on strategy.

In other words, there is demand for the information that 
IR brings and a momentum for change from the status quo; it 
seems the problem is not that users do not want the information 
that IR provides, but that they are not familiar enough with IR to 
exert the influence that would widen its use.

It is clear from both reports that there still is a lot of work to do 
in raising awareness of IR to the point that equity investors and 
other users begin to demand integrated reports, and corporate 
preparers see the benefits that an IR report can bring. ■

Liz Fisher, journalist

For more information:

Download Meeting users’ information needs: the use 
and usefulness of Integrated Reporting at bit.ly/ACCA-

usefulness-IR 

Download Factors affecting preparers’ and auditors’ 
judgements about materiality and conciseness in 

Integrated Reporting at bit.ly/ACCA-conc-IR

Find out about IIRC’s conference in partnership with 
the International Corporate Governance Network, 

and sponsored by ACCA, on 6-7 December at 
integratedreporting.org
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Career boost
Two very different approaches can help improve your work-life balance, says our 
talent doctor Rob Yeung; plus, how to ace the offi ce party – whatever your agenda

Dr Rob Yeung is an 
organisational psychologist 

and coach at consultancy 
Talentspace 

Talent doctor: work-life balance

What’s your work-life balance like? 
Many people feel that their work 
impinges too heavily upon their lives. 
But research suggests two wildly 
different strategies for creating a 
better relationship with your work.

First, you could try to create a 
clearer separation between the two. 
For example, researcher Brandon Smit 
at Ball State University in the US taught 
employees to spend a few minutes 
at the end of each day writing down 
plans for where, when and how they 
would tackle incomplete goals the 
next day. After monitoring hundreds 
of employees, he found that these 
employees reported being able to 
better detach themselves from their 
work than other employees.

Your second option may be to 
integrate work and life more fully. This 
option may be preferable for many; 
my observation from working with high 
achievers is that the very concept of 
work-life balance presumes that you toil 
mainly to earn money to live off once you 
have fi nished work. The idea of a work-life 
balance implies that work is bad and life is 
good – and that you should minimise the 
impact of the fi rst to enjoy the latter.

I am coaching an entrepreneur who 
sold a business for over £10m shortly after 
he turned 50. After the sale, he initially 
decided to take a few years to travel and 
enjoy life. But within 12 months, he had 
started a new venture, hiring employees 
and raising capital. Creating a product and 
developing a business around it is fun for 

him. Working is part of his identity.
The majority of the most successful 

people I encounter fi nd genuine joy in 
their work. That doesn’t mean they love 
every moment, but for the most part 
they love great chunks of what they do.

So rather than thinking about work-
life balance in terms of separating the 
two, perhaps blend, mix and integrate 
them. Find ways to make your work 
more like the life you already enjoy.

What do you fi nd rewarding, 
absorbing or engaging? Perhaps 
you want to spend more time with 
customers or do the opposite and 
have more time for thinking or 
planning. Maybe you want to move 
away from the numbers to get 
more involved in business strategy, 
marketing, advising and training 
colleagues, or something else entirely.

Then make a plan and implement 
it. Volunteer for the kinds of projects 
you like. Go on courses to boost the 
skills that will allow you to do more 
of what you enjoy. Seek mentors 
and coaches to help you change the 
nature your role. Consider switching 
employers: fi nd a culture or role that is 
more receptive to your needs.

In summary, you do not have to 
let your work dominate your life. 
Either choose to separate them more 
forcefully or integrate your life more 
fully into your work. You will be grateful 
for whatever change you make. ■

For more information:

talentspace.co.uk

@robyeung

A better balance

Watch Dr Rob Yeung 
expand on these themes at 
bit.ly/ACCA-Yeung8
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The perfect: party conduct

As we head into holiday season, it’s time to plan your party strategy. Your definition of perfect 
party conduct will depend very much on the outcome you want to achieve. Ambitious 
individuals may view end-of-year festivities not so much as a chance to let their hair down as 
an opportunity – a kind of promotion-athletics meet.

If you are after some sort of advancement, you’ll want to grab some quality time with 
key stakeholders. In a party context, this really shouldn’t be too challenging. We’re talking 
here about engaging with bosses after all, so you needn’t expect massive competition. 
Remember to plan ahead, identify your target, mug up on their work preoccupations and 
then just wander over and do your thing. Keep things professional, though – have plenty to 
say, but pick their brains. They won’t fail to be flattered.

If your endgame is more to do with the day after – if you see yourself as the next day’s 
amusing but reliable raconteur of all that went on – then you will need to keep your wits 
about you. Fulfilling this role successfully is all about detachment, so don’t cross any lines. 
Don’t worry about coming over as a bit stuck-up. Just remember to laugh loudly at other 
people’s jokes and anecdotes, however thin they may be.

If you see yourself as a workplace social force or feel you 
need to demonstrate leadership, your role is obvious. 

Plan or hire the entertainment, book 
the karaoke machine, allocate 

people into teams for a quiz 
session. Be fun.

If you genuinely want 
to unwind, your game plan 

is straightforward. Do the 
conversational rounds early and 

then duck out in favour of the much 
livelier, and more anonymous, 
event across town.

Top in every way
World-class finance 
organisations perform so much 
better than their peers that 
their operating costs are 42% 
lower and they have 44% fewer 
full-time equivalent (FTE) staff 
members, according to a study.

Strategic consultancy 
the Hackett Group says that 
for a typical company with 
US$10bn in revenue, attaining 
world-class performance 
could deliver up to US$40m in 
potential savings annually. 

According to its study, 
World-Class Performance 
Advantage: Five Imperatives 
for Creating Greater Finance 
Agility in a Digital Age, 
world-class organisations are 
‘continuously building key 
capabilities that enable them to 
deliver services more efficiently 
and effectively while providing 
high-value tools, expertise and 
insights to business leaders’. 

They also re-allocate 
resources from low-value to 
high-value activities, deploy 
digital technology to deliver 
services, use analytics to 
inform decision-making, 
design and deliver services 
around customer experience, 
and invest in reskilling staff. 

According to the report: 
‘Transactional services 
consume the majority of the 
FTEs at peer companies, 
but world-class [finance 
organisations] have been able 
to shift a significant proportion 
of their resources to planning 
and strategy areas.’

Audit’s gender gap
Although women are making 
advances in internal audit 
departments, the profession 
globally suffers from a 
pronounced gender gap.

Men’s continued dominance 
of internal audit is clear from 
a report by the Internal Audit 
Foundation, the not-for-profit 
research arm of the Institute of 
Internal Auditors. 

According to the research, 
Women in Internal Auditing: 
Perspectives from Around the 

World, men account for over 
two-thirds (69%) of chief audit 
executives (CAEs) at publicly 
held companies. They also fill 
most lower-level positions in 
internal audit, except in North 
America where women hold 
51% of non-CAE roles. 

Globally, 33% of directors 
or senior managers, 34% of 
managers and 44% of internal 
audit staff are women.

The research findings 
suggest that female internal 
auditors lack self-confidence 
– women self-assessed 
themselves lower than men 
in 10 core internal audit 
competencies, with the largest 
gaps in business acumen and 
internal audit management.

‘As a global profession, we 
need to continue to enhance 
support of and training for 
women so that they can 
continue to grow their skills 
and assume leadership 
roles,’ said IIA global 

chairman Angela Witzany. 
‘Organisations that value 
gender diversity benefit from a 
range of perspectives that can 
improve their ability to identify 
and address strategic risks.’

Oz CFOs want top job
A fifth of Australian CFOs 
would like to be CEO of the 
organisation they work for, 
research by recruiter Robert 
Half has revealed. Nearly a 
quarter (23%) see their next 
step as holding a similar role 
in a larger organisation, while 
19% want to be the head of a 
department other than finance. 

To progress their careers 
almost half (49%) want 
broader experience within 
their current organisation. A 
similar number (48%) believe 
international experience is key 

to broadening their skillset, 
followed by building strong 
relationships and trust with 
internal stakeholders (43%), 
and managing a major project 
or change programme (39%). 

David Jones, senior 
managing director of Robert 
Half Asia Pacific, said: ‘CFOs 
recognise the importance of 
expanding their experience 
into international markets and 
working for overseas firms. This 
would be mutually beneficial to 
their business and themselves 
as the accelerating pace of 
globalisation and the adoption 
of international accounting and 
financial reporting standards 
are driving demand for senior 
finance professionals with 
international experience.’ ■

Sally Percy, journalist

For more information:

accacareers.com
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The data-driven mirage
Technology can help improve performance but to think that it can replace a sound 
corporate strategy is a dangerous delusion, says Greg Satell

substance: the notion that you can transform a failing media 
company – or any company in any industry for that matter – by 
infusing it with data and algorithms is terribly misguided. While 
technology can certainly improve operational performance, the 
idea that it can replace a sound strategy is a dangerous delusion.

Data downside 
First, let’s take the notion of data-driven content optimisation. 
The basic idea is to mine behavioural data from a company’s 
websites and external providers to predict what customers 
might want to read. Armed with that knowledge, you can place 
the right links in front of the right people, get them to click 
more often and increase the customer base.

Tribune Publishing, an icon of American journalism, 
recently renamed itself Tronc (Tribune Online Content) 
and released a video to show off a new ‘content 

optimisation platform’, which Tronc’s chief technology officer, 
Malcolm CasSelle, claims will be ‘the key to making our 
content really valuable to the broadest possible audience’ 
through the use of machine learning.

As a marketing ploy the move clearly failed. Instead of 
debuting a new, tech-savvy firm that would, in the words of chief 
digital officer Anne Vasquez, be like ‘having a tech startup culture 
meet a legacy corporate culture’, it came off as buzzword-laden 
and naive. The internet positively erupted with derision.

Yet what is even more disturbing than the style is the 
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Yet data is no panacea. Our online behavioural information 
represents but a small fraction of what drives our preferences. In 
the case of Tronc, news is a fast business, making it very hard – if 
not impossible – to effectively personalise recommendations. So it 
is unlikely that content optimisation will improve user experience.

That’s why content optimisation models tend to aggregate 
data among large subsets of users. By playing the averages, a 
smart algorithm can increase click rates on websites and social 
media significantly. This, most probably, is what Vasquez meant 
when she said that the firm plans ‘to harness the power of our 
local journalism, feed it into a funnel, and then optimise it so we 
reach the biggest global audience possible’.

The problem with this approach is that it tends to result in a 
feedback loop. Algorithms are not agnostic but tend to favour 
certain types of article over others. Before you know it, you are 
judging your audience’s preferences on the basis of assumptions 
you’ve embedded into the system. At that point, you’ve lost 
editorial control to a data-driven mirage.

Another troubling aspect is Tronc’s continual use of the terms 
‘machine learning’ and ‘artificial intelligence’, which Vasquez 
says will allow journalists to automate 
more mundane tasks, like searching for 
photos. Tronc investor Patrick Soon-
Shiong also asserts that the technology 
will allow the company to make 
thousands of videos a day.

Both statements are surreal. Are 
we really to believe that the key 
to the future of media is a Google 
image search? Or that all we need to 
wow audiences is to scrape together 
more videos by automating the 
process? Even more disheartening, 
however, is that the focus of these 
efforts seems to be on the production 
process – meaning the mechanical 
aspects of publishing text and image 
online – rather than helping journalists 
originate, report and develop stories.

A more thoughtful approach to an artificial intelligence 
platform might comb through the company’s resources to produce 
condensed dossiers on sources, including the contact information 
of Tronc reporters who have interviewed those sources before. 
A slightly more sophisticated system could suggest potential 
sources for a story using much of the same data.

But there doesn’t seem to be any thought given to 
empowering journalists to become more informative or to serve 
their audience better. Rather the focus of this new digital effort 
seems to be on automating the production process to cut costs 
and then upselling readers to higher-margin video content.

Eyeballs over experiences
A third troubling aspect is that the goal of Tronc’s digital efforts 
seems more geared to collecting eyeballs rather than creating 
experiences. Rather than working toward a truly new model for 

publishing that would be more rewarding for readers, the firm 
hopes that through digital wizardry it can get the same articles it 
already publishes in front of more people.

Clearly, this is not a new idea. Publishers like Buzzfeed and Vice 
News mastered the art of content optimisation long ago. Since 
then, there has been no shortage of imitators spamming our social 
media feeds with listicles and hip videos. It’s hard to see how 
adding a louder voice to the cacophony will achieve anything.

Tronc bills its new strategy as ‘the future of journalism’, but if 
anything its shiny new digital strategy seems mired in the recent 
past. In fact, it’s an approach that digital pioneers have already 
moved on from. Buzzfeed recruited a top-notch news team, while 
Vice News has done hard-hitting, documentary-style reporting in 
places like Ukraine and North Korea. Others, like Politico, have 
created new niches by focusing on more in-depth reporting.

Managing for metrics rather than mission
Finally, the greatest delusion of all is that optimisation itself can 
create a sustainable competitive advantage. If all it took were 
algorithms and machine learning, we would expect IBM or 

Google to dominate multiple market 
sectors. Tronc, with little technology 
expertise to speak of and no money 
to invest in significant research, will 
be betting its future on third-party 
software. Yet somehow it still expects 
to gain a leg up on competitors 
by tweaking conversion rates and 
adding video content. That’s not a 
strategy; it’s a mirage.

The company is failing to 
address the fundamental questions 
it is facing: what is the role of a 
newspaper business in a digital 
media environment? How can we use 
technology to empower our journalists 
to collaborate more effectively and 
further our editorial mission?

The role of a great publisher is not 
to predict what readers may want to consume, but to help them 
form their opinions through strong, authoritative journalism. You 
win in the marketplace not by chasing readers with algorithms 
but by attracting them with a superior product. Yet great 
journalism can’t be automated, because it is among the most 
human of endeavours.

The truth is that Tronc is managing for metrics rather than 
for mission. So far, at least, it has shown no interest in serving 
its customers better or enabling its staff to do anything they 
couldn’t do before. ■

Greg Satell is a US-based business consultant

The greatest 
delusion of all is 

that optimisation 
itself can create 

a sustainable 
competitive 

advantage

For more information:

Vist Greg Satell’s website at digitaltonto.com   
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Controlling the wild beast
If your email is eating into your productivity and life outside work, it may be time to 
implement some of David Parmenter’s golden rules

In any working week many of us spend up to 20% of our 
time processing emails. In many cases workflow is simply 
being pushed around the organisation for no tangible gain. 

Here are some ideas on how to get a better balance: 

* Never open emails before 10.30am. In the good old days, 
we would handle post at 10.30am when it arrived from the 
postroom. Now, the first thing we do is open our inboxes and 
suddenly an hour has evaporated. Some of us get interrupted 
every time a new email arrives. Switch off the alerts and dip in 
and out of emails after specific tasks have been achieved.

* You are not Barack Obama so don’t live and sleep with 
your smartphone. Most of us are not heart surgeons or heads 
of state; our work is not critical to life. Many emails we handle 
have little or no relevance to where we or our organisations 
want to go. It is particularly sad when it becomes a part of the 
culture for senior managers to text each other about Monday’s 
schedule during the TV advert breaks on Sunday night. I may 
send the odd email on a wet Sunday afternoon but I never 
expect it to be read until business hours.

* The five-sentence rule. Treat all email responses like text 
messages or tweets and limit their length. With only five 
sentences, for example, the writer has to be succinct.

* Have an attention-grabbing header. Make the header the 
main message of the email – for example, ‘Freeing up more 
time – migrating our invoice system’. If you cannot think of a 
good email header, maybe you should not send the email. 

* Actively terminate email exchanges. If a topic is pinging to 
and fro and becoming increasingly complex, a phone call is a 
much more efficient solution. Think about the desired outcome 
and promote a course of action to avoid the ‘table tennis’. If 
necessary, say ‘No more emails on this one, thank you’. 

* Before you send a complaint/rebuff, sleep on it.  
For complex responses, save your draft overnight. Many a 
career has been dented by a poorly thought out email  
written in anger. 

* Monkey-on-the-back emails. Many people use email to pass 
their workload on. They contact known experts and ask for their 
help without having done any research themselves – passing 
the monkey on their back to the expert. A colleague of mine, 
an internationally recognised expert, advised me that the best 
way is to politely thank the sender for the email and then say 
‘Please call when convenient to discuss’. In his experience, this 
gets rid of 95% of the requests. ■

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

Next steps

1. For two weeks try not to open your emails until 10.30am.
2. Adopt attention-grabbing headers.
3. Email me (parmenter@waymark.co.nz) for a complete 

list of these email rules.

For more information:

davidparmenter.com
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Quest for quality
In an attempt to continue the improvement in disclosure practices, 
the IASB has begun a new initiative, explains Graham Holt

As the complexity of financial 
reporting increases, it 
has become increasingly 
challenging for entities 
to meet the International 
Financial Reporting Standards 
(IFRS) requirements for 
more disclosure while still 
providing shareholders 
with clear, concise and 
relevant information 
about their business.

In May 2011, the 
International Accounting 
Standards Board (IASB) 
issued IFRS 12, Disclosure of 
Interests in Other Entities, 
as part of a suite of new 

standards that address inter-
entity investments. IFRS 12 
requires information about 
the significant judgments and 
assumptions that an entity 
has made in determining 
control over another entity 
as well as details concerning 
an entity’s interests in 
subsidiaries, associates and 
joint ventures. However, from 
an investor’s perspective the 
key disclosure enhancement 
was that information about 
unconsolidated structured 
entities is now required. 
This information was largely 
unavailable in financial 

statements 
prepared prior to 
the standard.

In an attempt 
to continue the 
improvement 
in disclosure 
practices, the 
IASB has launched 
the Disclosure 
Initiative. This 
started in 2013 
when the IASB 
hosted a public 
discussion forum 
on financial 

of shared responsibility but 
felt that the best way forward 
would be if the IASB took 
a lead.  

Forum comments have 
been used to inform the 
initiative, which comprises a 
number of short- and longer 
term projects. The objective is 
to develop a drafting guide for 
the IASB to use when setting 
disclosure requirements in 
new and amended standards. 
As a result, the IASB has 
issued amendments to IAS 
1, Presentation of Financial 
Statements, and IAS 7, 
Statement of Cash Flows. 
The amendments to IAS 1, 
Presentation of Financial 
Statements, address some of 
the concerns expressed about 
existing presentation and 
disclosure requirements, and 
ensure that entities are able to 
use judgment when applying 
IAS 1. The amendments to IAS 
7, Statement of Cash Flows, 
require a disclosure of changes 
in liabilities arising from 
financing activities, including 
changes arising from cashflows 
and non-cash changes. The 
IASB’s initiative is made up » 

The forum 
highlighted a 

sense of shared 
responsibility 

but felt that the 
best way forward 

would be if the 
IASB took a lead

reporting with the objective 
of clarifying the problem with 
disclosure and its causes. 
Further, the IASB wished 
to identify ways of making 
disclosure more effective and 
to try to solve the problem 
within the existing framework. 
The opinion of the forum 
seemed to be that disclosures 
fail to be entity-specific and do 
not communicate an entity’s 
business model and strategies, 
which are key elements of 
financial reporting. 

Better quality information
The forum also felt that many 
of the disclosures potentially 
obstruct more useful 
information and concluded 
that better quality information 
was needed. Another view was 
that the concept of materiality 
and the lack of its appropriate 
application contributed to 
excessive disclosures. There 
is an accounting risk attached 
to disclosure as regulators 
now make public any issues 
with entities, with the result 
that investors may mistrust 
management’s integrity. The 
forum highlighted a sense 
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There was a 
growing concern 

about the 
increasing use 
of alternative 
performance 

measures

of a number of implementation 
and research projects.

The issue with disclosure 
overload is also prevalent 
in the US. In 2014, the 
US Financial Accounting 
Standards Board (FASB) 
issued the Conceptual 
Framework for Financial 
Reporting, Chapter 8: Notes 
to Financial Statements. 
Here, the FASB states that 
the primary purpose of notes 
to fi nancial statements is 
to supplement or further 
explain the information 
on the face of fi nancial 
statements by providing 
fi nancial information relevant 
to existing and potential 
investors, lenders and other 
creditors for making decisions 
about providing resources 
to the entity. The document 
further says that decisions 
about whether to provide 
resources depend, at least in 
part, on resource providers’ 
assessments of cashfl ows that 
they ultimately would receive. 

Other projects
A number of other standard-
setters and regulators have 
undertaken projects on 
disclosure overload. In 2013, 
the European Financial 
Reporting Advisory Group 
issued Towards a Disclosure 
Framework for the Notes. 
The document supported 
communication principles and 
called for the development of 
a more consistent and rational 
approach to disclosures. 

There was general agreement 
that there should be a shift 
away from just compliance 
with regulation. 

In July 2016, the IASB 
set out in a staff paper its 
proposal for a project on 
primary fi nancial statements. 
Feedback indicated that the 
research should focus initially 
on the reporting of fi nancial 
performance. However, some 
respondents suggested that 

the focus should 
be on the structure 
and content of 
the statements 
of fi nancial 
performance, while 
others thought 
that a single 
measure should be 
determined and 
that the distinction 
between profi t or 
loss and OCI (other 
comprehensive 
income) be more 
precisely defi ned. 

In the conceptual framework 
project, the IASB has tried to 
develop detailed guidance on 
the use of OCI and recycling 
but has only managed to 
develop high-level guidance. 
It was suggested that the IASB 
explore how the statements 
of fi nancial performance 
could be improved to provide 
more useful information to 
users. In addition, there was 
a growing concern about the 
increasing use of alternative 
performance measures 
and non-IFRS information 
in the communication 
of performance. 

Research highlighted that 
investors had many more 
questions about ‘adjusted’ 
or ‘non-GAAP’ earnings than 
before. This had been partly 
prompted by media articles 
discussing the gap between 
adjusted and IFRS earnings. 
Further, the research paper 
indicated that 95% of FTSE 
100 entities had adjusted their 

IFRS fi gures to show a more 
favourable profi t. In addition, 
the descriptions of reconciling 
items were often too general 
and the adjustments were 
not comparable between 
entities. Restructuring 
costs were often disclosed 
as exceptional year after 
year, with many entities 
excluding these charges 
from their measure of 
underlying earnings. 

Some respondents stated 
that investors would like to 
understand the return that 
management has generated 
from its operations and 
resources, and the interaction 
between an entity’s business 
model and the entity’s 
performance. It was felt 
that this project should be 
prioritised because investors 
spend a signifi cant amount 
of time adjusting the profi t 
and loss fi gures to arrive 
at a more representative 
earnings fi gure, and that 
there should be more 
fl exibility in the presentation 
of information by considering 
the interaction of fi nancial 
and digital reporting. 

Some investors wish to 
have a better understanding 
of an entity’s underlying 
fi nancial performance and, 
generally, they focus on 
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operating profi t, net income 
and earnings before interest, 
tax, depreciation and 
amortisation for their analysis. 
However, there was no 
suggestion as to how this was 
to be achieved.

Take five
As a result of the feedback 
and research undertaken, the 
IASB has suggested fi ve areas 
for inclusion in its project: 
1. standardising the structure 

of the statement of 
financial performance 

2. standardising some 
subtotals in the statement 
of financial performance (for 
example, operating profit) 

3. considering disaggregation 
of line items 

4. considering whether to 
remove options that allow 
some items to be included 
in either operating expense 
or financing expense 

5. analysing the use of 
alternative performance 

measures and non-IFRS 
information. 

The objective of this research 
project is to identify and 
develop a set of principles 
for disclosure that could form 
the basis of a standards-level 
project. The IASB’s focus is 
the review and revision of the 
general requirements in IAS 
1, Presentation of Financial 
Statements. The IASB is 
looking to potentially amend 
IAS 8, Accounting Policies, 
Changes in Accounting 
Estimates and Errors, to clarify 
the defi nitions of a change 
in accounting policy and 
accounting estimate.  

Entities sometimes struggle 
to distinguish between 
accounting policies and 
accounting estimates, and 
enforcers have identifi ed 
divergent practices. The 
Interpretations Committee 
felt that it would be helpful 
if more clarity were given 
and brought the issue to the 

IASB’s attention. In addition, 
the IASB is considering how 
materiality is applied in 
practice and has provided 
some guidance in the form 
of a practice statement. 

The project came about 
as a result of uncertainty 
about how the concept of 
materiality should be applied, 
with the result that it was 
felt that preparers were 
adopting a cautious approach 
to disclosure, leading to 
disclosure of information that 
is not relevant. Further, some 
standards seem to suggest 
that their requirements 
override the statement in 
IAS 1 that an entity need not 
provide information that is 
not material.

The inclusion of immaterial 
information is not explicitly 
prohibited under IFRS and 
the IASB does not propose 
to prohibit entities from 
disclosing immaterial 
information for operational 

reasons. Reducing disclosure 
overload can only be 
achieved by reference to 
the primary purpose of 
the fi nancial statements 
and by communicating 
in a transparent manner 
the fi nancial position 
and performance of the 
entity. The improvement 
in the effectiveness of 
communication through 
the fi nancial statements 
will reduce the users’ 
uncertainty about its fi nancial 
position and performance 
and, potentially, the cost 
of capital. ■ 

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

Singapore

Sharing tax information
Singapore has signed deals 
allowing for the automatic 
exchange of financial account 
information with two key trade 
partners – Britain and Australia. 
The agreements follow the 
Common Reporting Standard 
developed by the OECD and 
the related Global Forum for 
Transparency and Exchange of 
Information for Tax Purposes. 
The agreement comes into 
force from September 2018.

Online tax guide 
IRAS has released an 
electronic tax guide providing 
details of circumstances and 
documentary requirements 
which allow exported goods 
to be zero-rated in Singapore 
under the country’s Goods and 
Services Tax (GST). 

Conflict prevention
Singapore’s Accounting and 
Corporate Regulatory Authority 
has issued changes to its Code 
of Professional Conduct and 
Ethics relating to the provision 
of non-assurance services to 
audit and assurance clients. 
The changes, which come into 
effect on 1 January 2017, are 
designed to prevent conflicts 
of interest when firms and 
professionals offer financial and 
other advice alongside audits 
and other formal accounting 
checks. Find out more at bit.ly/
acra-cpce-chg.

Cooperation on fintech
The Monetary Authority 
of Singapore (MAS) and 
the Swiss Financial Market 
Supervisory Authority (FINMA) 
have signed an agreement to 
foster cooperation on financial 

technology (fintech). The aim 
is to facilitate discussions 
between innovative fintech 
companies in Singapore and 
Switzerland on new solutions 
that might be introduced into 
each other’s market, and to 
promote better understanding 
of regulatory requirements. 
Under the deal, the MAS and 
FINMA will share information 
about emerging trends 
and regulations affecting 
innovation. 

FX flourishes
Singapore remains the 
largest foreign exchange 
(FX) centre in the Asia-Pacific 
region and the third largest 
globally after London and 
New York. Average daily FX 
trading volume on Singapore’s 
exchange was US$517bn 
in April 2016, up 35% from 
US$383bn in April 2013. 

Hong Kong

Automatic exchange
The Inland Revenue 
Department has announced 
that legislation authorising the 
the Hong Kong government 
to automatically exchange 
financial account information 
on a reciprocal basis with 
foreign tax offices is now in 
force. Financial institutions are 
required to identify financial 
accounts held by tax residents 
of reportable jurisdictions 
and deliver such information 
to the department. 
 
AML probes 
The enforcement division of 
Hong Kong’s Securities and 
Futures Commission (SFC) is 
conducting investigations into 
cases of suspected inadequate 
anti-money laundering 

controls at SFC-licensed 
brokerages. Concerns include 
failure to scrutinise cash and 
third-party deposits into 
customer accounts; ineffective 
monitoring of transactions 
in customer accounts; and 
failure to continuously monitor 
business relationships with 
customers who present a 
higher risk of laundering. 

Consultation on caps 
The SFC has launched a 
consultation proposing that 
the cap on excess position 
limits be increased from 
50% to 300% of the statutory 
position limit. It has also 
moved that the statutory 
position limit for stock options 
contracts be tripled to 150,000. 
New excess position limits for 
index arbitrage activities, asset 
managers and market makers 
of exchange-traded funds are 
also proposed. Deadline for 
comments is 21 November. 

Link with Shandong 
Hong Kong Exchanges 
and Clearing, owner of the 
HK stock exchange, has 
signed a memorandum of 
understanding with Shandong 
province in mainland China 
designed to strengthen 
cooperation in capital and 
commodities markets in the 
two regions. It is hoped that 
the agreement will provide 
opportunities to improve 
Shandong enterprises’ 
understanding of international 
capital markets and give them 
confidence to raise capital in 
Hong Kong. 

HKEX–Qianhai deal
HKEX has signed an 
agreement with the Qianhai 
Shenzhen-Hong Kong 

industry cooperation zone 
to explore cooperation 
on financial services and 
financial innovation. Its goal 
is to enable companies from 
neighbouring regions such 
as Shenzhen to use the Hong 
Kong stock exchange as a 
transparent and reliable spot 
commodities trading venue. 

Mainland China

Tax breaks for ships
The Chinese government 
has adjusted tax incentives 
for majority China-controlled 
ships with flags of convenience 
to encourage these vessels to 
register in China. Specifically, 
ships registered outside China 
before December 2012 but 
imported and re-registered in 
China between 1 September 
2016 and 1 September 2019 
will be exempt from tariffs 
and import VAT. Registration 
can be undertaken at any port 
inside China. Ship importers 
must apply to the transport 
ministry by the end of October 
for 2016 exemptions and in 
the first three months of 2017, 
2018 and 2019 for subsequent 
tax breaks.

Incentives for incubators 
China has issued new tax 
incentives to university 
technology zones that give 
space to a startup incubator. 
According to China’s state 
administration of taxation, 
qualifying zones will be 
exempt from property taxes 
and land taxes by the end 
of 2018. Such zones must 
be approved by China’s 
cabinet, the state council. 
Startups must account 
for no less than 75% of 
companies in the technology 
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▼Heads together
ASEAN jurisdictions including 
Singapore are seeking ways to better 
align their audit regulatory practices

zone; and the incubator 
must remain financially 
independent from the entire 
technology zone. 

Malaysia

Dispute resolution 
The Securities Commission 
Malaysia (SC) and the central 
bank, Bank Negara Malaysia, 
have announced that 
commercial and Islamic banks 
offering capital market services 
and products will become 
members of the country’s 
Securities Industry Dispute 
Resolution Center. The goal 
is to boost financial dispute 

resolution arrangements for 
consumers in Malaysia. 

New settlement system 
Bank Negara Malaysia and 
its subsidiary MyClear have 
launched an electronic 
transfer of funds and 
securities system (Rentas) 
to internationalise and 
modernise Malaysia’s financial 
market infrastructures. Rentas, 
which uses global standards 
and is connected to the Swift 
messaging network, will offer 
comprehensive multi-currency 
settlement and debt securities 
depository capabilities with 
the Malaysian ringgit, US 

dollar and Chinese renminbi 
as initial supported currencies. 

Standards amended 
The Malaysian Accounting 
Standards Board has 
amended Malaysian 
Financial Reporting Standard 
(MFRS) 2 and Financial 
Reporting Standard (FRS) 
2 on the classification and 
measurement of share-
based payment transactions. 
More details at bit.ly/masb-
mfrs2-amnd.

Tax deductions for R&D
The Inland Revenue Board 
of Malaysia (LHDNM) has 

issued a technical guideline 
on automatic double tax 
deductions for research 
and development (R&D) 
projects. Malaysian companies 
with paid-up capital not 
exceeding 2.5m ringgit 
(US$604,000) conducting an 
in-house R&D project can 
claim double deductions 
on qualifying research 
expenditure in income tax 
returns for assessment years 
2016, 2017 and 2018. There 
is no need to obtain advance 
approval from LHDNM. ■

Keith Nuthall and Wang 
Fangqing, journalists

Association of Southeast 
Asian Nations (ASEAN) 
audit regulators and the 
World Bank are discussing 
combining their efforts to 
improve audit quality in the 
10-country trade bloc. The 
ASEAN Audit Regulators 
Group (AARG), whose 
members are Singapore’s 
Accounting and Corporate 

Regulatory Authority, 
Malaysia’s Audit Oversight 
Board, Indonesia’s Finance 
Professions Supervisory 
Center (PPPK) and 
Thailand’s Securities and 
Exchange Commission, is 
in talks with the World Bank 
about staging capacity 
building workshops 
and offering technical 

assistance, to achieve a 
better alignment of audit 
regulatory practices among 
the group’s members. 

* The ASEAN Capital 
Markets Forum (ACMF) 
is to launch an annual 
ASEAN capital markets 
conference to discuss 
opportunities in ASEAN 
capital markets and 

showcase local asset 
classes. The inaugural 
conference is expected 
to take place before July 
2017. The ACMF also plans 
to set up a working group 
on professional mobility 
to introduce new rules 
facilitating cross-border 
movement of capital 
market professionals.  

ASEAN and the World Bank join forces to improve audit quality
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Lord of the ring
Casey Barnett FCCA was at Rio 2016 to coach Cambodia’s Olympic wrestling hope. 
He describes how he juggles his sport with his day job of running a business school

Q: What is your day job 
in Cambodia?
A: I am the founder and 
president of CamEd Business 
School, the leading business 
school in Cambodia and the 
country’s only ACCA Platinum 
accredited tuition provider. 

I came to Cambodia in 
1999. Cambodia suffered a 
massive genocide from 1975 
to 1979 during which educated 
people were specifically 
targeted for killing. War in 
Cambodia continued up to 
1999 when the Khmer Rouge 
finally surrendered. Because of 
this legacy, there is a scarcity 
of technical skills. I founded 
CamEd to help build the next 
generation of accountants 
and finance professionals in 
Cambodia. It is now the source 
of most recruits for the Big 
Four and many international 
banks in the country.

Q: How and when did you 
become involved in wrestling?
A: I am an American and 
have wrestled since I was 
seven years old. Wrestling is 
not usually a casual sport so 
I wrestled only until age 21, 
as after university there were 
very few opportunities to take 
up the sport. But after arriving 
in Cambodia, I was pleased 
to learn that wrestling is a 
traditional sport here. I trained 
with the Cambodian team 
in my free time from 2007 to 
2008. I participated in the 
Cambodian National Wrestling 
Championship in 2008, placing 
second in Greco-Roman 
wrestling and third in freestyle. 

Through training and 
competition, I bonded with 
the Cambodian athletes. I 
sympathised with them as they 
faced low salaries (US$65 a 

month) and had no funds for 
equipment, not even shoes. 
When I became too busy 
to train, I assumed a role of 
supporting, planning and 
fundraising. My role became 
official when I was elected vice 
president of the Cambodian 
Wrestling Federation.

Q: How do you juggle your 
work and wrestling?
A: I was a coach for the 
Cambodian Olympic team 
and focused on coordination 
and planning rather than 
daily training. I arranged for 
our Cambodian wrestlers 
to participate in regional 
competitions in Kazakhstan 
and Turkey to give them a 
chance to qualify for the 

Olympics. While our wrestlers 
were unable to earn a medal 
in the regional competitions, 
the international federation, 
United World Wrestling, 
was impressed with the 
performance of our 48kg 
woman freestyle wrestler Chov 
Sotheara and granted her a 
place at the Olympics in Rio. 
I arranged for her to train in 
South Korea and Vietnam, as 
those countries have a higher 
calibre of training partners. 

In the final months of 
preparation, there were 
no surprises as Chov was a 
seasoned athlete and we 
were able to focus on drilling, 
sparring and maintaining 
nutrition to control her weight 
in the runup to the Games.

Q: How is wrestling perceived 
as a sport in Cambodia?
A: Usually wrestling is only 
practised during traditional 
religious holidays in Cambodia. 
It is a traditional sport and the 
wrestlers don a traditional cloth 
and wrestle on sand. There is 
no tournament structure. The 
competitors simply step into 
the ring and whoever dares to 
challenge them will step into 
the ring as well. 

There is a religious 
ceremony called ‘Raising 
the spirit’ in June when the 
wrestlers will be possessed by 
a local spirit before wrestling.

It is not widespread as a 
casual sport so the concept is 
still new to most Cambodians. 
I have been focused on 
wrestling for young people 
and over the past years I have 
sponsored an annual national 
youth wrestling tournament 
as well as wrestling workshops 

▼ Putting the bounce into women’s basketball
Barnett with the winning team in CamEd’s first women’s 
basketball tournament in November 2015 – the team went on to 
win the national university championships in June this year
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► Wild card in Rio
Cambodia’s Chov Sotheara (in red) 
lost to Colombia’s Carolina 
Castillo Hidalgo in the 48kg 
freestyle wrestling at 
the Rio Olympics

‘The competitors 
simply step into 

the ring and 
whoever dares to 

challenge them 
will step into the 

ring as well’

for young people. The 
focus on youth provides our 
national team with prospective 
wrestlers who can be identified 
for their potential and trained.

Q: Of the athletes you have 
worked with, who are you most 
proud of?
A: Dorn Sov. He was a gold 
medallist in the 2015 South-
East Asian Championships 
and also the 2013 South-East 
Asian Games. I was his training 
partner and competitor from 
2007 to 2009.

Q: Why is it important to 
participate in sport?
A: There are many great 
reasons for people to 
participate. First, sport 
develops social skills, the 
ability to both lead and 
cooperate with others. 
Second, it develops grit 
and persistence, which 
psychologists are increasingly 
identifying as a key indicator 
of success. Third, it provides 
exercise, which benefits both 
physical and mental wellbeing.

Q: How would you describe 
your experience in Rio 2016?
A: Rio 2016 was an incredible 
journey that embodied our 
years of effort, time, money, 

sweat, tears and anxiety all 
for just a couple minutes of 
competition. Leading up to 
the competition, there was 
one wrestler in my athlete’s 
weight class who got injured 
days before the competition 
and had to withdraw. Our 
competitor from Vietnam 
ended up being unable to 
make weight just hours before 
the competition. In the end, 
my athlete only had one 
match, losing to a world-class 
wrestler from Colombia.

Q: What interesting activities 
has CamEd been involved in?
A: Women’s sports are severely 
neglected in Cambodia and I 
am proud that over the years 
I have sponsored women’s 
football, basketball and 
track. CamEd sponsors many 
charities and sports, including 
Cambodia’s first-ever women’s 
university football tournament. 
Our women’s football team 
even got the attention of 
Japan, which sent a women’s 
futsal team for a friendly match. 

In addition to instruction, 
CamEd hosts annual forums 
on accounting and banking, 
sponsors business research 
and promotes accounting 
standards. CamEd works 
closely with the National 

Accounting Council of 
Cambodia in promoting 
International Financial 
Reporting Standards and IFRS 
for SMEs. As an adviser to the 
council I have participated 
in international forums 
such as the United Nations 
Conference on Trade and 
Development’s accounting 
conference, which is held 
annually in Geneva.

Q: How do you see the future 
of wrestling in Cambodia?
A: There’s a bright future 
for wrestling in Cambodia. 
Ten out of 57 medals won 
by Cambodia in the 2013 
South-East Asian Games were 
for wrestling. This success 
helps support the popularity 
of wrestling in Cambodia. I 
believe wrestling will grow 
steadily. But it’s a very difficult 
and intense sport, which 

hinders it from 
gaining widespread 
popularity.

Q: What are your 
top tips for getting 
into wrestling?
A: Don’t be afraid 
to try wrestling! 
Wrestling is a sport 
to make friends. It 
is one of the few 

sports where you embrace 
your opponent. As a martial 
art, it has proven effective, 
with many wrestlers rising to 
the top ranks of the Ultimate 
Fighting Championship 
and other mixed martial 
arts organisations. 

For parents, wrestling is 
a good martial art because 
it doesn’t involve striking, 
which means less chance 
of injury and less chance of 
getting into trouble. However, 
wrestling is also the most 
physically demanding sport. 
Most wrestlers start in school 
wrestling programmes. For 
adults, it’s hard to find a 
wrestling school, but more 
and more mixed martial 
arts schools are including 
wrestling classes. ■

Interview by Monique 
McKenzie, ACCA
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Show me the money
With leading business schools demanding eye-watering sums for their prestigious MBAs, 
crowdfunding is becoming a viable way of raising cash – with the right approach

There are many reasons 
for wanting an MBA. The 
prospect of earning more 
money is one, but it also 
increases the chances of 
having a more rewarding 
and exciting career. An 
MBA can offer not only an 
improvement in business 
skills but also personal 
development. Networking, 
mentoring and making social 
connections are central to 
the experience; successful 
MBA students often say this 
aspect is the best part of 
taking the degree. 

However, this all comes 
with a hefty price tag and the 
more prestigious the school, 
the higher it is likely to be. 
Harvard Business School offers 
a world-class MBA – and the 
world’s most expensive at 
around US$200,000, while the 
University of Cambridge MBA 
costs £98,000 over two years. 
On top of this must be added 
living costs and loss of earnings 
if doing a full-time course.  

The MBA candidate 
is expected to approach 
problems with a lively mind, 
and finding such large 

sums should be addressed 
accordingly. Helpfully, new 
ways of raising money such 
as crowdfunding are finding a 
place in the MBA market. 

Crowdfunding is where 
the public is approached 
directly for funding via the 
internet, bypassing more 
traditional routes of raising 
capital. Some business 
sectors have an impressive 
history of using it effectively; 
the success of sites such 
as Indiegogo, Kickstarter, 
Crowdcube and Hubbub show 
it can certainly work. 

‘There is a strong tradition 
of crowdfunding in graduate 
education in the US,’ says 
Tim Wright, co-founder of 
crowdfunding consultancy 
Twintangibles, ‘but now we 
see it growing in the UK.’ 

Those who think this looks 
like an easy solution to funding 
an MBA should be cautious. 
If you choose to crowdfund, 
you need to put yourself ‘out 
there’ relentlessly, mining 
friends, family, alumni groups, 
clubs, and previous and 
current work contacts. It is not 
for the introverted. 
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The pitch must be honed 
and delivered to the right 
audience in an appealing way, 
and the hoped-for outcome 
must be tempered with 
realism; most crowdfunding 
campaigns don’t reach the 
target sum. ‘It is enormously 
hard work,’ says Wright, 
‘and in the vast majority of 
cases unsuccessful.’ 

Pitch perfect
Central to the process is the 
pitch – giving people a reason 
to want to give money. For 
the prospective MBA student, 
this poses a problem. ‘Please 
give me some cash as I want 
an MBA so my great career 
can be even better’ is not a 
proposition that has much 
appeal to the public. 

‘You need to have a 
compelling story,’ says Justin 
Grainger, CEO of consultant 
CrowdFundMe2. ‘You need 
to give people a reason – a 
genuine story about why the 
project is so important to you.’ 

He warns against the 
temptation to be dishonest 
while telling this story, which 
will have a ruinous effect on 
the campaign. ‘It’s a public 
domain, so if you’re not 
truthful you’ll be uncovered,’ 
he says. Grainger also 
agrees that it is a tough task. 
‘Regardless of the hype, most 
crowdfunding attempts fail.’  

Despite this there is 
potential to raise at least some 
of the money required. The 
crowdfunding tactic allows a 

wide range of people to get 
involved in a huge variety of 
projects. ‘We use the term 
“disintermediated approach”,’ 
explains Wright. ‘Within this 
large group you’ll have lots of 
different motivations; there are 
lots of reasons people back 
things, so what may seem 
crazy to some will appeal to 
others. Now you can reach this 
diverse group, which is very 
beneficial to the investee.’ 

The ‘long-tail’ principle 
that underpins crowdfunding 
means that there will be many 
small contributions rather than 
a few large ones. ‘This is part 
of its appeal,’ says Wright. 
‘It’s a discretionary spend;  
if someone is only giving 
£10 they don’t have to be 
wholeheartedly engaged with 
the scheme.’  

‘Momentum is critical’
Getting those first 
contributions is important, 
and just as a shrewd busker 
always puts some cash in his 
hat before performing, the first 
investors are likely to be close 
to the investee. ‘Research 
shows momentum is critical,’ 
explains Grainger. ‘A general 
rule of thumb is to try and get 
25% of the funding in place 
before the launch.’ It may well 
be that the ‘Bank of Mum and 
Dad’ would have been heavily 
involved anyway, but by using 
the crowdfunding approach, 
their money has a chance of 
attracting more investment. 

A good campaign can have 
wider benefits 
– something 
Wright feels might 
be overlooked. 
‘Think about what 
can be achieved 
in addition to 
sourcing finance. 
The networks and 
connections made, 
the demonstration 
of entrepreneurial 
acumen, the ability 
to write good 
copy, to undertake 
marketing 

and target a particular 
demographic; these are all 
competencies that will be 
needed in a future career.’ 

There are more traditional 
ways of funding an MBA such 
as a bank loan or sponsorship 
by one’s employer – usually 
with the proviso that the 
graduate will stay with the 
business. Scholarships, 
which are common in the US, 
provide another route, but the 
competition to secure one is 
very fierce indeed. 

Prodigy Finance offers 
funding for MBAs using a 
different model. Here, the 
crowd are invited to invest 
in an individual on the 
understanding that all money 
will be returned, with a profit, 
once the MBA graduate has 
secured work. Over US$190m 

‘You need to give 
people a reason to 
invest – a genuine 

story about why 
the project is so 

important to you’

has been lent to students, with 
the business claiming a 99% 
repayment rate. However, the 
prospective student must be 
applying to a top school and 
the investors must be repaid. 

A crowdfunding campaign 
needs dedication and must 
be carefully researched and 
presented (see box). Given the 
huge sums of money needed 
to secure an MBA, the project 
must be tempered with realism 
but it is still worth considering. 
As Wright says, ‘It’s not just 
about the money; it’s about the 
networks and skills you need 
in a future career. It is hard 
work, but people crowdfund 
because they recognise 
the benefits of doing it well 
can be tremendous.’ ■ 

Matt Warner, journalist

Tips for tapping a crowded market

* Don’t rush.

* Take a good look at the different sites. Which one 
suits you best? crowdfunder.co.uk, hubbub.org, 
crowdcube.com and justgiving.com are all worth 
examination but there are many other sites, too.

* Make sure you know how the site will charge you, as 
there are a variety of models.

* Look at successful campaigns to see what works, 
but review the failures, too, so you can learn from 
others’ mistakes.

* Set a realistic target sum.

* Drive traffic to your site by intelligent use of social 
media. Seek out Facebook groups of your chosen 
school’s alumni; appeal to those who have an MBA or 
who understand your motives.

* You must tell a good story; this will need real thought.

* Presentation is vital. Most crowdfunding sites 
give free advice on images, editing and general 
best practice.

* Be relentless. Crowdfunding is hard work. Keep 
pushing your message to everyone you can. This is no 
arena for the timid.

* Many successful campaigns see rewards offered 
on a sliding-scale basis. For a £10 contribution, a 
thank-you call; for £25, a novelty t-shirt; for £50, 
an acknowledgement in the MBA dissertation; for 
£1,000, an invitation to the graduation. These must be 
carefully costed.

* Be imaginative. For instance, if you can play the guitar, 
offer some lessons as a reward for a contribution.

* Keep positive. Remember there are more benefits to 
running a crowdfunding campaign than just money.
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111th ACCA AGM
Minutes of the 111th ACCA AGM held at The Adelphi, London, on Thursday 15 September 
2016. Alexandra Chin, president of ACCA, took the chair and 61 members were present

Notice and auditors’ report
It was agreed that the notice of meeting 
and the auditors’ report on the accounts 
for the period 1 April 2015 to 31 March 
2016 should be taken as read.

Minutes 
The minutes of the annual general 
meeting held on 17 September 2015 and 
published in the November 2015 issue of 
Accounting and Business were taken as 
read and signed as correct.  

Resolution 1
To receive and adopt the report of the 
Council and the accounts for the period 
1 April 2015 to 31 March 2016
Alexandra Chin gave her presidential 
address and asked Helen Brand, chief 
executive, to give a presentation. She 
then invited questions and comments on 
the report and accounts.

The president called for a poll and 
declared the resolution carried, the votes 
being as follows:
For 10,262   Against 245

Resolution 2 
Result of the ballot for the election of 
Council members
The scrutineer’s report and the number 
of votes received by each candidate in 
the ballot for the election of members of 
Council were reported as follows:
1. Michelle Hourican  5,220
2. Matilda Crossman  5,086
3. John Cullen  5,040
4. Mark Millar  4,889
5. Lorraine Holleway  4,857
6. Arthur Lee  4,665
7. Kenneth Henry  4,622
8. Fergus Wong  4,577
9. Rhonda Best  4,516
10. Nasir Ahmad  4,425
11. Dean Lee  4,418
12. Datuk Zaiton Mohd Hassan  4,187
13. Phoebe Hao Yu  4,183
14. Gustaw Duda  4,000
15. Sharon Critchlow  2,656.5
16. James Lee  2,552.5
17. Liz Blackburn  2,178
18. Hidy Chan  1,952

19. Peter Fee  1,876
20. Katerina Sipkova  1,867
21. Diarmuid O’Donovan  1,841
22. Dinusha H Weerawardene  1,810
23. Duncan Smith  1,798
24. Stephen Fitzgerald  1,703
25. Peter Lewis  1,689
26. Andrea Lei Yue  1,684
27. Frankie Ho  1,674
28. Zhong Shan  1,584
29. Fahad Ali  1,489
30. Emmanuel Walter  1,481
31. Amina Javaid  1,422
32. David Adelana  1,384
33. Leo Mucheriwa  1,373
34. Shepherd Chimutanda  1,271
35. Brigitte Nangoyi Muyenga  1,221
36. Thomas Mensah Abobi  1,216
37. Kholeka Mzondeki  1,091
38. Billy Kang  1,070
39. Ibikunle Olatunji  1,033
40. Babajide Ibironke  1,009
41. Yousouf Hansye    969
42. Gabriel Low Chi Heong    948
43. Oscar Osabinyi    930
44. Belete Bobe    884
45. Dato’ Raymond Liew    872
46. Mubashir Dagia    841
47. Chibuzo Okpala    830
48. Syed Farrukh Naz    829
49. Michael Kuttin    803
50. Frank Olatunji Menukuro    756
51. Ronald Serwanja    754
52. Simon Kolenc    704
53. Rene Anita Lemsi Sama Ambe    690

The president therefore declared the 
following members elected or re-elected 
to Council:
Michelle Hourican
Matilda Crossman
John Cullen
Mark Millar
Lorraine Holleway
Arthur Lee
Kenneth Henry
Fergus Wong
Rhonda Best
Nasir Ahmad
Dean Lee
Datuk Zaiton Mohd Hassan
Phoebe Hao Yu

Gustaw Duda
Sharon Critchlow

Resolution 3
Appointment of auditors
The president reported that Council 
recommended that Grant Thornton, 
chartered accountants and registered 
auditors, be reappointed as the 
association’s auditors. She then invited 
questions on Resolution 3.

The president called for a poll and 
declared the resolution carried, the votes 
being cast as follows:
For 9,625  Against 883

Resolution 4
Growth in the number of members 
and quality of new members to be 
balanced. Member quality is the 
foundation for ACCA’s brand value, 
industry positioning and long-term 
development

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 2,232  Against 8,275

Resolution 5
If the percentage of increase in annual 
subscription is over the lower of 3% 
and prior year’s Consumer Prices Index 
published by the UK Office for National 
Statistics, the increase must be passed 
by an ordinary resolution of members 
in AGM and requires a 51% majority in 
favour for the resolution to be passed, 
and such resolution to be supported by 
a full budget with justification for any 
major increase in costs

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 2,863 Against 7,643

 
Resolution 6
Knowledge of emerging industries, such 
as mobile internet and fintech, to be 
introduced in the syllabuses of related 
papers in the ACCA Qualification, 
and ACCA to provide resources and 
opportunities to support its members, 
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affiliates and students in emerging 
industries

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 1,995 Against 8,512

Resolution 7
The collaboration and mutual 
recognition with local statutory 
accountancy bodies to be promoted 
to improve the local position of ACCA 
and its members, and these tasks 
to be considered as one of the key 
performance indicators for the annual 
review and extra bonus of ACCA 
regional representatives and leaders

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 2,563  Against 7,945

Resolution 8
Couriers that provide reliable and 
economical service and allow members 
to track their incoming letters to be 
used in the delivery of member and 
fellow certificates and other important 
documents. Many ACCA members 
outside the UK experience difficulties in 
receiving such documents from ACCA

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 2,147 Against 8,360

Resolution 9
The quality oversight committee 
(consisting of eight Council members 
qualified through the examination 
route but not sitting on the market 
oversight committee) to be established 
to ensure the consistency, reliability and 
high quality of the ACCA Qualification 
by evaluating qualification exam 
structure adjustments, exemptions, 
mutual recognition agreements and 
any other programme that leads to 
cancellation or exemption of any paper 
at current professional level, and that 
the execution of qualification exam 
structure adjustments, exemptions, 
mutual recognition agreements and 
any other programme that leads to 
cancellation or exemption of any paper 
at current professional level requires a 
75% vote in favour (ie, six out of eight 
committee members) to approve the 
quality oversight committee.

The president called for a poll and 
declared the resolution not carried, the 

votes being cast as follows:
For 1,993 Against 8,515

Resolution 10
Consultation to members to be 
carried out by the executive team 
when evaluating qualification exam 
structure adjustments, exemptions, 
mutual recognition agreements and 
any other programme that leads to 
the cancellation or exemption of any 
paper at current professional level, 
and written feedback obtained from 
more than 100 members who are 
able to represent the interests of 
ACCA members geographically to 
be the prerequisite to execute any 
qualification exam structure adjustment, 
exemption, mutual recognition 
agreement or programme that leads to 
cancellation or exemption of any paper 
at current professional level

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 1,739 Against 8,768

Resolution 11
At the earlier of most exercisable date 
and 31 December 2019, at least half 
of members of ACCA executive team 
(ie, the chief executive and executive 
directors) to hold ACCA membership 

and at least one third of members of 
ACCA executive team to be ACCA 
members who have qualified through 
the examination route. Globally, 
most of the influential professional 
organisations are led primarily by their 
own professional members or licence 
holders, such as American Institute 
of CPAs, CFA Institute, ICAEW, CPA 
Canada and Chartered Accountants 
Australia and New Zealand. ACCA 
members to play an indispensable and 
executive role in managing their own 
association

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 2,793 Against 7,713

Resolution 12
The executive team reward plan not to 
take vision measure (total number of 
members and students) as the primary 
measure of performance, and the plan to 
take account of other important factors, 
such as quality of the association’s 
growth, member-leaving ratio and 
member satisfaction survey, to be 
conducted by independent third parties

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 2,576  Against 7,931 »
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Resolution 13 
ACCA governance to be introduced to 
members in various ways through their 
lifecycle within the association; ACCA to 
invite interested members to participate 
in its governance activities; and detailed 
introduction of ACCA governance 
to be integrated into the syllabus of 
paper P1 and/or other relevant papers, 
Professional Ethics Module, new member 
welcome package, AB magazine and 
periodical regional activities

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 1,893 Against 8,614

Resolution 14
Awareness of the AGM among members 
and participation in it to be promoted 
by the Council and the executive team, 
and the procedures and results of AGM 
voting to be disclosed to members 
transparently and accurately by various 
ways, such as email, official website and 
independent voting website. By 27 May 
2016, when we submitted the special 
resolutions to 2016 AGM, the voting 
results of 2015 AGM resolutions had not 
been disclosed 

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 2,413 Against 8,094

Resolution 15
Council, the executive team and ACCA 
staff to comply with the principles of 

fair vote during the AGM, and not to 
utilise the association’s public resources 
(including but not limited to official 
website, voting webpage, ballot tickers 
and member contacts) to unilaterally 
induce members to vote for or against 
any resolution during AGM. ACCA 
members are outstanding professionals 
of the highest quality and they are able 
to make their own decisions 

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 2,284 Against 8,223

Resolution 16
Communication among Council 
members, regional ACCA staff and 
members not to be promoted and 
motivated, contact information (eg, 
email under privacy protection) of 
Council members and candidates for 
Council election to be disclosed on 
the official website for inquiries from 
members, and Council members to 
serve as bridges between members and 
the executive team to address members’ 
significant concerns and issues

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 2,101 Against 8,406

Resolution 17
A petition mechanism to be established 
and operated on the official website, 
any member to have the right to 
initiate such petition and to invite 

other members to support, any petition 
that has support from more than 100 
members to be brought to the Council 
for discussion, and any further progress 
to be disclosed to all members on the 
official website and in AB magazine

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 2,153 Against 8,354

Resolution 18
A strategy committee to be established 
to determine the direction and strategy 
of ACCA and to guide the executive 
team to drive the association forward; 
the strategy committee to consist 
of Council members with expertise 
in professional organisations and 
strategic planning backgrounds; outside 
strategists and senior consultants to be 
employed when needed

The president called for a poll and 
declared the resolution not carried, the 
votes being cast as follows:
For 1,926 Against 8,581

The president thanked members for their 
attendance and welcomed the level of 
support for Council’s position regarding 
the special business resolutions. She 
committed that Council would review the 
governance arrangements surrounding 
the AGM, including reviewing whether 
the current process for tabling special 
business resolutions is fit for purpose for a 
modern membership body. The president 
declared the meeting closed at 2.45pm. ■

Council held its annual meeting on 15 September. Before the 
meeting, ACCA’s 111th annual general meeting took place at 
The Adelphi, London (see above).

At the annual Council meeting, Council elected ACCA’s 
officers for the coming year. ACCA’s new president is Brian 
McEnery; he will be supported by Leo Lee (deputy president) 
and Robert Stenhouse (vice president). 

Council also welcomed six new members, whose election 
was declared at the AGM: Rhonda Best (UK), Sharon Critchlow 
(UK), Phoebe Hao Yu (China), Datuk Zaiton Mohd Hassan 
(Malaysia), Michelle Hourican (Ireland) and Arthur Lee (Hong 
Kong). The Council also welcomed back Gustaw Duda who was 
re-elected to Council after losing his seat in the 2015 elections. 

Council took a number of other decisions at its annual 
meeting:

* It approved Council’s standing orders for 2016–17, in 
accordance with the bye-laws

* It agreed to appoint a number of lay members to serve on 
ACCA’s public oversight boards

* It elected three Council members to serve on the 
nominating committee in 2016–17 along with the officers

* It agreed a Council work plan and a set of objectives for the 
Council year 2016–17.

The next meeting of Council will take place on 26 November, 
immediately after the 2016 meeting of the international 
assembly. ■

Council highlights
At its annual meeting, ACCA’s Council elected new officers, welcomed new Council 
members and set objectives for the year ahead
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Big step forward
Members of ACCA Malaysia’s Public Practice Committee answer questions on the 
pros and cons of changes to auditor reporting

ACCA Malaysia’s Public 
Practice Committee (PPC) 
has welcomed the decision 
by Bursa Malaysia to make 
mandatory auditor reporting 
disclosures for listed entities, 
giving stakeholders access 
to analyses of business 
operations and financial 
results in annual reports. 

The move will enhance 
the levels of transparency and 
corporate governance among 
companies listed on Bursa 
Malaysia, and provide in-depth 
information to guide investors 
making investment decisions. 

PPC chair Manohar 
Benjamin Johnson says the 
impending changes enable 
auditors to demonstrate 
the value of an audit to a 
wider audience beyond the 
company’s management and 
audit committee. 

The stock exchange’s 
move is based on the 
new and revised auditor 
reporting standards from the 
International Auditing and 
Assurance Standards Board 
(IAASB). These are intended to 
enhance the communicative 
value of the auditor’s report, 
provide greater transparency 
about the audit itself, and 

increase users’ confidence in 
the audit performed on the 
financial statements. 

Among the key changes 
are requirements to report key 
audit matters (KAMs) and to 
enhance the information given 
in the report about an entity’s 
ability to continue as a going 
concern. The new auditor’s 
report will apply from the 
period ending 15 December 
2016 onwards.

Accounting and Business 
interviewed PPC members 
Johnson, PPC chair and 
senior executive director, PwC 
Malaysia; Gary Huang, partner, 
Deloitte; Hoh Yoon Hoong, 
partner, EY; Yong Kam Fei, 
partner, RSM Robert Teo Kuan 
and Co.; and Michelle Yong, 
partner, Nexia SSY. 

How should auditors 
view Bursa Malaysia’s 
amendments to the listing 
requirements to raise the 
standards of disclosure 
and corporate governance 
practices? 
PPC: Anything that improves 
the corporate governance 
environment and structure is 
positive. If the requirements 
make companies think and 

improve internal 
controls, obviously 
that’s a good 
thing. But if 
they just create 
more boilerplate 
statements, then 
it’s not going to 
be useful. 

From 
the auditor 
perspective, raising 
the standard 
of corporate 
governance is 
something to 

be welcomed because it is 
an added protection in the 
audit process. 

What are the key benefits or 
drawbacks of this move?
PPC: The new disclosure 
requirements give 
stakeholders a wider 
perspective on the key 
developments or significant 
events that have taken 
place in the business in the 
current year. 

It is important to note 
that KAMs need not focus 
only on negative matters but 
can also report on positive 
developments within the 
organisation that have had 
a beneficial impact on the 
business and its stakeholders.

How are audit firms planning 
for this with their clients?
PPC: Some firms have opted 
for face-to-face meetings, or 
forums, to share details about 
KAMs. Others plan to engage 
with clients by providing mock 
reports based on the 2015 
audit and discussing how they 
might look for 2016. 

Ultimately, there will 
be a greater level of detail 
in planning the timelines 
this year than in previous 
years. However, each client 
is reacting differently, with 
some even talking about 
delaying the year-end of 
the accounts to allow the 
management team more time 
to provide auditors with the 
required information. 

What are the key issues 
relating to enhancing 
disclosures on going concern 
in the new auditor’s report? 
PPC: Inconsistencies may 
arise when it comes to what 

‘If the 
requirements 

make companies 
think and improve 

internal controls, 
obviously that’s a 

good thing’

is highlighted in the annual 
reports. For example, the 
chairman or CEO’s statement 
on the future of the business 
may paint a rosy picture 
while the auditor raises the 
matter of going concern in 
the same report. There will 
be increasing tension with the 
gap between the two images 
growing bigger. There has 
to be a middle ground; the 
auditor and the C-suite need 
to address the differences and 
reach consensus.

Financial institutions have 
expressed some concern that 
if auditors were to write too 
much on going concern, it 
might become a self-fulfilling 
prophecy, and lead to a 
run on the banks. It will be 
interesting to see how the 
banking fraternity respond to 
such disclosures.

Will the auditor take on 
a management role when 
communicating key audit 
matters?
PPC: If the audit 
committee or management 
are not forthcoming in their 
part of the annual report, 
when discussing certain 
significant events that have 
taken place, there could 
be a perception from the 
shareholders that the auditor 
is taking on a management 
role. But generally, we 
would not expect that to be 
the case.

Will the communication 
of KAMs publicly have 
an adverse effect on the 
relationship between 
the auditor and audit 
committee?
PPC: We can already see 
the conversations with audit 
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committees getting a little bit 
more intense about certain 
of the phrases being used or 
what is considered a KAM. 
So if the auditor is writing 
on a contentious matter, 
say impairment, or perhaps 
litigation or going concern, 
more robust discussions 
should be expected.

Even if a matter raised by 
the auditor is finally resolved, 
it should be highlighted as a 
KAM and an explanation given 
of how it was resolved because 
even if it does not have any 
repercussions now, it might 
have in the future.

Will the auditor limit 
the number of KAMs 
communicated, or 
communicate more than 
necessary to avoid being 
second-guessed?
PPC: Not all issues raised by 
the auditor will be reported 
as KAMs. Even the standard 
prescribes that process. 
You basically consider all 
the matters and discussions 
that have taken place in 
the period and decide which 
are the most significant ones 
that you therefore want to 
report as KAMs.  

How will the auditor deal 
with significant matters that 
may not have been publicly 
disclosed by the entity?
PPC: This will be a very real 
problem. If certain business 
deals are dependent 
on secrecy but yet are 
highly significant as far 
as the accounting impact 
is concerned, how much 
can you write without 
the management or audit 
committee feeling that 
you are giving away their 
secrets? 

Will the more informative 
auditor’s report add more 
time and cost to the audit 
and financial reporting 
process?
PPC: Yes. This will inevitably 
involve more senior personnel 
time as it is not something 
that can be assigned to 
junior associates. It will likely 
involve the partners. And 
given that all firms have their 
own internal quality control 
and consultation process, 
there will also be additional 
time spent by the internal 
firm personnel in terms of 
pre-clearances or reviews, as 
well as formal consultations 

taking place. So that’s going 
to add to the time and cost 
of the audit.

But it is very important 
to note that there’s no 
significant difference in 
the audit procedure. The 
auditor is doing the same 
work as before. In the past, 
the auditor would have 
identified significant risks and 
communicated them to the 
audit committee and board 
and procedures would have 
been designed to address 
those issues. The additional 
costs and time required arise 
because now these issues will 
have to be put into report 
form. That’s the incremental 
time and cost.  

Is there a link between the 
new auditor’s report and 
audit quality?
PPC: The audit work is still 
very much the same with or 
without the new auditor’s 
report, and hence the quality 
of audit is the same as before.

From an external party or 
shareholder’s perspective, 
there may be some 
incremental increase in the 
perception of improved audit 
quality. Perhaps for the first 

time, shareholders will get 
a sense of the type of work 
that the auditor does in 
specific areas.  

What are the key 
considerations in identifying 
KAMs?
PPC: The auditor will 
intuitively know which 
are the KAMs given the 
involvement in the external 
audit  process. The auditor will 
need to look at the matter’s 
relevance to the financial and 
non-financial implications 
– how will the KAM affect 
stakeholders’ decisions ? 

Given that ISA 720 has 
been revised and will be 
reported on in the new 
auditor’s report under ‘Other 
information’, what are the 
potential challenges of this 
new standard?
PPC: It refers to anything other 
than financial information that 
is covered in the audit report. 
It is very wide. There has 
been much debate in terms 
of defining the scope and 
coverage. But at present there 
is no agreement. ■ 

MK Lee, journalist
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GBS: the next level
With the global business services sector gathering momentum, delegates at an ACCA/
Xtrategize forum heard how Malaysia’s economy could benefit – with the right conditions

More than 50 leaders and 
executives from the shared 
services and outsourcing 
(SSO) industry attended a 
forum organised by ACCA in 
partnership with Xtrategize, 
held in Penang in September. 

Entitled ‘SSO to GBS: 
Level Up!’, the forum 
brought to the fore the 
prospects of the global 
business services (GBS) 
industry, which has the 
potential to drive national 
economic plans. In Malaysia 
and across Asia Pacific, 
an increasing number of 
companies have started to 
use SSO to improve their 
quality, lower costs and 
increase efficiency. 

GBS represents the 
next phase in outsourced 

or shared service models. 
Essentially, GBS aggregates 
key functions such as finance, 
HR, IT, customer service, 
and operations into one 
organisational structure and 
governance model, providing 
business support across the 
entire enterprise.

This shift to a GBS model 
of operation translates to job 
opportunities and revenue 
generation for the country 
that hosts GBS companies, 
which are generally large 
corporations. Penang, as 
an established hub for 
GBS provision in Malaysia, 
will play a crucial part in 
maximising the prospects this 
sector promises. 

Speaking in the panel 
discussion, Dato’ Seri Lee Kah 

Choon, director of 
InvestPenang and 
special adviser to 
the chief minister 
of Penang, said: 
‘We want to 
make Penang a 
location of choice 
for investment, 
whether it is for 
the manufacturing 
or GBS sector. 
Through the Penang 
Cybercity initiative, we aim 
to provide more MSC status 
space with the required 
infrastructure so that 
international companies 
would be attracted to set up 
their business on our shores.’

According to Dato’ Seri 
Lee, an important component 
of this plan is to nurture the 

‘Instead of talent 
wars, we should 

focus on growing 
our talent pool. 
That requires a 
concerted and 

continuous effort’

talents to support the GBS 
industry, and this should be an 
ongoing process. 

Solid pipeline
‘Attracting international 
companies into Malaysia 
and developing our talents 
should be done concurrently,’ 
he said. ‘We cannot wait 
until companies are set up 
before starting to look for 
talents. That’s why we work 
with agencies such as MDEC, 
Outsourcing Malaysia and 
TalentCorp to ensure there is a 
solid pipeline of talents.’

In terms of the talent 
development initiatives 
by Outsourcing Malaysia 
(OM) – an initiative under 
PIKOM, the National ICT 
Association of Malaysia, its 
director, Justin J Anthony, 
said that it already has tie-ups 
with five public universities: 
Universiti Tun Hussein Onn 
Malaysia, Universiti Teknikal 

◄ Plenty to discuss
Dato’ Dr Lukman Ibrahim (left), 
president, ACCA Malaysia 
Advisory Committee, and 
Dato’ Seri Lee Kah Choon 
spoke at the forum
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Malaysia Melaka, Universiti 
Teknologi Malaysia, Universiti 
Kebangsaan Malaysia, and 
Universiti Malaysia Sarawak.

‘Universiti Kebangsaan 
Malaysia took the lead to 
develop an elective programme 
that specifically focuses on 
GBS,’ Anthony explained. ‘OM 
has been supporting these 
universities by providing access 
to their students to speak to 
our members who are industry 
experts, so that they may learn 
more about career prospects 
in GBS.’

Siti Norliza Mohd Sahar, 
TalentCorp’s head of 
Malaysian talent development 
– graduate employability, said: 
‘Universities today welcome 
interventions from external 
parties to train their students 
before they graduate. This 
has enabled us to implement 
various initiatives that groom 
talents earlier in preparation 
for employment.’ 

Collaboration with ACCA
One such initiative is 
TalentCorp’s collaboration 

with ACCA to support 
undergraduates from Universiti 
Kebangsaan Malaysia and 
Universiti Pendidikan Sultan 
Idris to study the ACCA 
Certificate in Global Business 
Services. The ACCA GBS 
qualifications were launched 
in February 2016, providing 
a suite of three qualifications 
that are the first dedicated 
to finance and accounting in 
shared services and GBS. 

Siti Norliza added that 
the responsibility of nurturing 
talent involves all parties. ‘To 
promote industry readiness 
of graduates and to ensure 
any training programmes 
are sustainable, TalentCorp 
consistently collaborates 
with the Ministry of Higher 
Education, academia and 
key industry partners. This 
can happen through a wide 
range of initiatives, from 
raising career awareness in 
university campuses and 
providing exposure through 
competitions, to internship 
opportunities and developing 
sector-specific curriculums for 

short courses, electives and 
industrial training. This will 
ensure we have a sustainable 
talent pipeline,’ she said.

The urgency to nurture 
people who are technically 
sound and capable in 
performing strategic tasks 
is underscored for the GBS 
sector. Shibu Vadaketh, 
head of strategic business 
development – GBS at 
MDEC, explained: ‘The 
GBS model is also known 
as the 40% opportunity. 
If you look at traditional 
companies, only 5% to 10% 
of the people at the top run 
the company. 

‘The difference in a GBS 
set-up is that 40% of the 
workforce are in a position 
to be strategic thinkers.’ 
Unlike the traditional SSO, 
which is concerned with 
cost arbitration and takes 

a tactical approach, GBS 
is, he said, ‘more focused 
on end-to-end processes 
[and is] strategic with some 
revenue contribution’.

Malaysia’s vibrant economy, 
stable business environment 
and multilingual workforce 
has ensured that it has 
retained its position as the 
third most attractive location, 
behind India and China, in 
AT Kearney’s Global Services 
Location Index for seven years. 

In conclusion, Tony 
Ong, managing partner at 
Xtrategize, urged greater 
cooperation among all 
parties: ‘Instead of talent 
wars, we should focus on 
growing our talent pool. 
That requires a concerted 
and continuous effort that, if 
successful, will put Malaysia 
on the global map as a 
leading GBS hub.’ ■

▼ Talking point
From left: Seah Swee Tuan, senior manager and SSC 
programme manager at Intel, moderated the panel discussion 
with Dato’ Seri Lee Kah Choon, Shibu Vadaketh, Justin J Anthony 
and Siti Norliza Mohd Sahar

65

11/2016 Accounting and Business

News | ACCA

MY_A_news.indd   65 06/10/2016   15:59



A warm welcome
Innovations to the ACCA Qualification were announced in 
October at a series of events held around the world 

ACCA’s announcement that it 
is making major innovations 
to its Master’s level 
qualification was warmly 
received in October as the 
message was delivered at a 
number of member events.

From Singapore to 
Shanghai, Lagos to Lahore, 
Kuala Lumpur to Karachi, 
Johannesburg to London, 
ACCA members, local learning 
providers, regulators and 
in some cases government 
ministers attended 
conferences, training sessions 
and social events to find out 
more about the changes 
taking place to ensure the 
qualification is fit to meet the 
strategic challenges of the 
21st century.

Members of ACCA’s 
Council and leadership team, 
among others, met with 
hundreds of stakeholders 
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on this world tour and were 
delighted by the response to 
the announcement.

As explored in AB’s 
October edition, the new 
ground-breaking design 
of the qualification draws 
on an extensive, two-year 
review and consultation with 
members, employers and 
learning providers. ‘We’ve not 
only listened to what current 
professionals and employers 
think are essential skills in the 
here and now,’ said ACCA 
chief executive Helen Brand, 
‘but we’ve also carefully 
considered what will be vital 
attributes in the professional 
accountants of the future, to 
2020 and beyond.

‘The ACCA Qualification 
is the only professional 
accountancy qualification 
that combines local relevance 
with international best 
practice. This means that our 
members are able to work 
at the highest level in any 
industry in any sector. In a 
globalised world this unique 
feature offers a real edge and 
benefit to employers.’ ■ 

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 accaglobal.com/
memberbenefits

▲ Looking to the future
Key stakeholders attended 
an event at ACCA’s 
headquarters at The Adelphi 
in London where they learned 
more about the ground-
breaking enhancements to 
the qualification

For more information:

Find out about the updates to the ACCA Qualification at
accaglobal.com/thefuture
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