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Welcome
If professional accountants are to maintain an edge as new technology marches 
forward, emotional intelligence must be an essential part of their toolkit

China. This trend offers opportunities 

for small and medium-sized practices 

to expand and enhance their service 

offerings. See page 24.

Meanwhile, rising oil prices, financial 

pressures on emerging economy 

currencies and intensifying trade 

frictions coupled with the International 

Monetary Fund’s recent downgrade of 

forecasts have raised concerns about 

Asia’s economic future. On page 18, 

Manu Bhaskaran asks what Asian 

policymakers can do. 

Our interview this issue is with 

Yee Wing Peng FCCA, country 

managing partner at Deloitte 

Malaysia. Yee has made the 

development of accounting talent 

a priority at the firm as he seeks to 

create higher-value job opportunities 

for young staff. He hopes to encourage 

ambitious, skilled accountants 

to develop their careers and the 

accountancy profession in Malaysia. 

Read more on page 12. AB

Colette Steckel, Asia editor

colette.steckel@accaglobal.com

Technology is having a profound 
impact on how business is conducted 
around the globe. For the finance 
function, this has meant adapting 
to the rise of automation while 
acknowledging that its very existence 
could take over human tasks. Is there 
a place for the professional in this 
landscape? In our article on page 40, 
we find out about the importance of 
emotional intelligence and the need for 
professional accountants to reassess 
relationships with technology.

As vast and costly infrastructure 

projects get under way through the 

Belt and Road initiative (BRI), how 

can accountability and transparency 

be ensured across 65-plus countries? 

To answer this question, Hong Kong-

based internet pioneer Pindar Wong 

has spearheaded the development of 

a blockchain standard for the BRI. Find 

out more on page 32.

A recent study by ACCA, supported 

by the Singapore Accountancy 

Commission, has found that demand for 

specialist business and advisory services 

is set to grow in South-East Asia and 

Our alliance with CA ANZ
More about ACCA’s alliance with Chartered 
Accountants ANZ: accaglobal.com/alliance

Leadership
President: Leo Lee FCCA
Deputy president: Robert Stenhouse FCCA
Vice president: Jenny Gu FCCA
Chief executive: Helen Brand OBE

Member services
ACCA office details, page 66 
ACCA Connect: +44 (141)582 2000
members@accaglobal.com
accaglobal.com/members

About ACCA
ACCA (the Association of Chartered 

Certified Accountants) is the global 

body for professional accountants. It 

offers business-relevant, first-choice 

qualifications to people of application, 

ability and ambition who seek a 

rewarding career in accountancy, finance 

and management. ACCA supports its 

208,000 members and 503,000 students 

in 179 countries. accaglobal.com

Accounting and Business
The leading monthly magazine for 

finance professionals, available in seven 

different versions: China, Ireland, Malaysia, 

Singapore, UK, Africa and International.

* Magazine contacts, page 66

* Available in app and pdf

* AB Direct: weekly news bulletin

AB is circulated to all members in print 

and digital formats. ISSN No: 1460-406X 

More at accaglobal.com/ab
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The rush to bring aid to 
survivors of Indonesia’s 
earthquake and tsunami 
gathered pace, with 
the United Nations 
putting the number of 
people in urgent need 
of assistance at 200,000. 
The 7.5-magnitude quake 
struck near Sulawesi.

A 10m-long abstract 
painting, Juin-Octobre 
1985, by the late 
Chinese artist Zao  
Wou-Ki, set a new 
record price for an Asian 
artist when it sold for 
HK$510m (US$65m) at an 
auction at Sotheby’s in 
Hong Kong. 

Chinese actress Fan 
Bingbing was fined 
over 479 million yuan 
(US$70m) for tax evasion 
and ordered to pay back 
more than 255 million 
yuan in taxes. In 2017 
she topped Forbes’s 
list of top-earning 
Chinese celebrities.

Jeff Bezos, the richest 
person on the planet, 
plans to build and launch 
a lunar lander as part 
of his quest to colonise 
space. The Amazon 
founder has been selling 
around US$1bn a year of 
the company’s stock to 
fund the project.
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World Congress of Accountants
On 5-7 November the World Congress of Accountants  

convenes in Sydney, Australia. ACCA is a gold sponsor. 

Headlining the event, which is themed Global Challenges/

Global Leaders, is former UN secretary-general Ban Ki-moon. 

Other speakers include Sir Bill English, former prime minister 

of New Zealand; Sri Mulyani Indrawati, Indonesia’s minister 

of finance; economic historian Professor Niall Ferguson; 

and ACCA chief executive Helen Brand. AB’s January 2019 

edition will include highlights. Also look out for news direct from 

the event on AB Direct. 

News in brief
This edition’s stories and infographics from across the globe, as well as a look at 
the latest developments and issues affecting the finance profession

Machines boost jobs
Artificial intelligence (AI) 

and related technologies 

such as robots, drones 

and autonomous vehicles 

could provide a net boost 

to employment in China of 

around 12% over the next 

two decades, equating to 

around 90 million additional 

jobs, according to a new 

analysis for China, launched 

at the World Economic 

Forum Annual Meeting of the 

New Champions in Tianjin. 

The study highlights business 

opportunities to invest in AI 

and related technologies, 

covering all aspects of 

operations from marketing 

and product personalisation 

to R&D, productive efficiency, 

human resource processes 

and cybersecurity. 

Poor compensation 
Fewer than half of companies 

in Hong Kong are getting 

compensation right, 

according to a survey by 

Willis Towers Watson, which 

found that the 2018 average 

pay increase for average 

performers is 3.65%, while 

the average increase for 

top performers is 6.3% – 

only around 2.7% or 1.7 

times higher than average 

performers. Trey Davis, 

regional leader for executive 

compensation, Asia Pacific, 

at Willis Towers Watson, 

said that employers should 

rethink approaches to merit 

pay. While it ‘makes a lot of 

sense’ to move from market-

based to performance-based 

pay practices, the reality 

is that merit budgets are 

often constrained. 

A very good year
Strong growth in financial 

assets and a relatively stable 

debt level have boosted 

Singapore’s per capita 

financial assets to seventh 

place in the Allianz Global 

Wealth Report, up from 15th 

in 2000. The report described 

2017 as an ‘exceptional’ year, 

where financial assets of 

households rose significantly 

by 7.7%. But Michael Heise, 

chief economist at Allianz, 

said this was as good 

as it gets. ‘Gone are the 

times when an extremely 

expansive monetary policy 

provided for a continuous 

and steady upward trend on 

financial markets.’

Climate report card
While a majority of 

companies now include 

climate-related disclosure 

in aligning their financial 

reporting to global 

recommendations, few 

disclose the financial impact, 

according to a survey by 

the Task Force on Climate-

Related Financial Disclosures 

(TCFD), set up by the G20’s 

Financial Stability Board 

in 2015. Mark Carney, the 

board’s chair, said the report 

shows that climate disclosure 

is becoming mainstream. 

‘The TCFD’s status report 

based on companies’ 

2017 financial filings 

demonstrates the practical, 

decision-useful nature of the 

recommendations,’ he said. 

Record revenues
Strong growth in Asia has 

propelled PwC’s global 

revenues to a record 

US$41.3bn for the year 

ending 30 June 2018, 

topping US$40bn for the 

first time. In local currency 

revenues grew by 7% and 

in US dollars by 10%. In the 

Americas, revenues grew 

by 4%, with a particularly 

strong performance in the 

US. Growth in Western 

Europe was up by over 6%, 

achieving 10% in Central 

and Eastern Europe. Growth 

from the Middle East and 

Africa reached 12%. Across 

Australasia and the Pacific, 

revenue growth was 7%, 

while PwC’s strongest growth 

was in Asia, up 15%. 

Cyber bolster
EY has beefed up its 

cybersecurity capabilities 

in South-East Asia with the 

acquisition of Xynapse, a 

Ban Ki-moon is the 
headline speaker at the 
conference.
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Malaysia-based specialist 

identity and access 

management services firm. 

‘The acquisition of Xynapse 

will enhance the strong EY 

capabilities in cybersecurity 

and digital transformation,’ 

said Iain Burnet, EY Asia-

Pacific advisory leader. ‘It 

will also contribute towards 

accelerating the growth of 

EY cybersecurity services 

across ASEAN and the 

Asia-Pacific region, and 

achieving our goal of being 

number one in cybersecurity 

consulting services in Asia-

Pacific by 2020.’

Ready for war
Three-quarters of CFOs say 

US trade policy will have a 

negative impact on their 

capital requirements for 

certain investment products, 

Caixin reports. The rules 

could have a significant 

impact on the country’s 

US$4.5 trillion wealth 

management industry, and 

could also boost China’s 

struggling stock markets, 

mired in a bear market due 

to worries over the US-China 

trade war and an economic 

slowdown. 

More information 
More than 1,700 financial 

institutions in Hong Kong 

have submitted to local 

authorities the account 

details of customers who 

are tax residents of 75 

jurisdictions around the 

world as the city prepares 

companies over the next 

six months, according to a 

CNBC Global CFO Council 

quarterly survey conducted 

in September. Anticipating 

a ‘full-blown trade war’ 

between the US and China, 

most are making contingency 

plans and moving operations 

to minimse staff impact. The 

CNBC Global CFO Council 

represents some of the 

largest public and private 

companies in the world, 

managing nearly US$5 trillion 

in market value across a wide 

variety of sectors. 

Scope widens
China has published new 

rules that will allow bank 

wealth management funds 

to invest in stocks and relax 

to exchange information 

with other governments to 

crack down on tax evasion. 

But as the South China 
Morning Post reported, 

citing information revealed 

by the Inland Revenue 

Department, Hong Kong has 

agreements with only 50 of 

these jurisdictions, including 

mainland China, Canada, 

Singapore and Japan and 

will only send information 

annually to local tax 

authorities in those areas. 

SMEs missing out
The majority of Malaysian 

SMEs have been losing 

up to 5% of their business 

revenue annually as they are 

still not adopting big data 

automation in their business, 
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Accounting for the Future
Registrations are now open for ACCA’s annual virtual conference on 27-29 November. Gain 
up to 21 units of free CPD and stay ahead of the curve on issues affecting finance professionals.

On the agenda

• Facing the future: taking on 

the megatrends together

• Four strategies to 

supercharge your career

• Business models of the future

• Robotics: challenges and 

opportunities for the FD

• IFRS in action: an update

• Update from the World 

Congress of Accountants
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Setting the standards
Larger insurance companies are far more likely to have 

embarked on projects to implement IFRS 17, Insurance 
contracts, and IFRS 9, Financial Instruments, finds KPMG.

Large insurers

Small insurers

64%

26%

67%

9%

IFRS 9

IFRS 9

IFRS 17

IFRS 17

according to Sharala Axryd, 

founder of the Centre of 

Applied Data Science, who 

added that if not changed 

in the near term, SMEs 

may not survive in the long 

run. ‘There is a very low 

awareness of the importance 

of digitalisation in data 

management among the 

majority of SMEs currently,’ 

she said. 

Foray into audit
Real-estate consultancy firm 

CBRE has launched an audit 

advisory service in India. 

According to a company 

statement reported by local 

media, Anshuman Magazine, 

CBRE’s chairman, India & 

South East Asia, said: ‘The 

audit services team at CBRE 

is comprised of passionate 

subject matter experts with 

a deep understanding of 

the market. As demand for 

audit advisory services in 

India continues to grow, the 

team will focus on providing 

clients with strategies based 

on a combination of data, 

consumer insight, and 

market experience.

Illicit money watch 
The UK government says 

it is targeting accountants, 

lawyers and real-estate 

agents who help hide 

dirty money as part of an 

increasingly aggressive effort 

to crack down on illicit fund 

flows from Russia, China and 

elsewhere. In an interview 

reported by Bloomberg, 

UK security and economic 

crime minister Ben Wallace 

said: ‘I’m determined 

that the facilitators – the 

solicitors, the estate agents, 

accountants – who I often 

see in the middle of these 

investigations, are dealt 

with in the same way as the 

gangsters whose money they 

are laundering.’

Investment incentive
Singapore is legislating 

to make it simpler for 

investment managers to 

register funds in the city-

state, hoping to attract a 

bigger slice of the US$69 

trillion global asset-

management industry. 

Indranee Rajah, Second 

Minister for Finance, 

described the Variable 

Capital Companies Bill 

as a ‘game-changer 

for Singapore’s fund 

management industry as 

it will allow us to capture 

value from the full fund 

management value chain.’ 

Singapore is already 

recognised as a leading 

Asian fund management 

hub, with assets under 

management growing at 

an average 15% per annum 

over the past five years, 

reaching S$3.3 trillion at the 

end of 2017. 

Low ESG adoption
A majority of surveyed 

business executives of Hong 

Kong-listed companies 

are yet to integrate 

environmental, social and 

governance (ESG) as part 

of their core business 

strategy, while most indicate 

they see value in it, finds a 

joint survey by KPMG, CLP 

and the Hong Kong Institute 

of Chartered Secretaries. 

Nearly 70% of respondents 

acknowledged the value 

of ESG in their businesses, 

with 38% regarding ESG as 

essential as business success 

depends on environmental 

and social resources. 

However, only 37% said 

they have integrated ESG 

issues into their strategic 

planning, and just 41% 

indicated that it has 

even been considered in 

boardroom discussions. 

Blockchain boost
Malaysia is reportedly 

looking to use blockchain 

in three of the country’s 

largest industries: renewable 

energy, palm oil industry and 

Islamic finance. According 

to GovInsider, the initiative 

will be led by the Malaysian 

Industry-Government 

Group for High Technology 

(MIGHT). The government 

hopes that blockchain will 

not only help boost the 

country’s economy but also 

increase transparency and 

sustainability in the sector. 

‘Blockchain is interesting 

because it allows small 

players to have a say about 

what’s going on,’ said 

Mastura Ishak, programme 

director at MIGHT. AB

Peta Tomlinson, journalist
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Strong roots
For Yee Wing Peng FCCA, country managing partner at Deloitte Malaysia, retaining 
homegrown finance professionals is the key to expanding the country’s profession

Accountancy might be associated with cold hard 
numbers, but the people are definitely the ones 
powering the profession. This explains why Yee 

Wing Peng FCCA, the new country managing partner at 
Deloitte Malaysia, keeps steering the conversation back 
to talent.  

‘The leader’s role is to get everybody to gel 

together seamlessly and create synergies,’ says Yee. 

‘I’ve seen many organisations where people may not 

work very closely together due to unhealthy internal 

competition,’ he says, adding: ‘my role here is to make 

everybody work together because everyone has their 

own strengths. If we can pull together, then we will have a 

formidable team.’

With 55 partners responsible 

for 2,000 staff in Malaysia alone, 

and over 370 partners in Deloitte 

Southeast Asia managing 8,800 

employees across the region, 

achieving harmony is no small feat. 

For Yee, the key to success lies in 

taking a cross-functional approach. 

‘All the people in the firm form 

part of our business relationships,’ 

he says. ‘Rather than having team 

members reaching out to clients 

separately in all directions, everyone 

should leverage these relationships 

to allow cross-functional play to 

come about and promote growth.’

Future business growth at Deloitte Malaysia will, says Yee, 

be fuelled partly by value-added services such as advisory and 

consultancy. ‘Compliance is our bread and butter, but clients 

are also looking for a trusted adviser to add value to their 

organisation,’ he says.

Part of the game plan is to scale up and become 

more selective in terms of clients. ‘We have a very 

strong brand name where we can, among other things, focus 

more on the top tier of clientele and businesses, to serve 

our global “crown-jewel” clients,’ he says. ‘Strategy is about 

making choices, so we are very focused on the chosen fields in 

which we want to make an impact.’

Scientific approach
Talent development is key to the success of Deloitte Malaysia’s 

business model. ‘We engage with institutions and work 

closely with other stakeholders – like ACCA – to promote the 

profession and attract the best talent to join us,’ Yee says. 

On top of interviews and other screening criteria, Deloitte 

Malaysia profiles candidates through online assessments with 

a focus on three quotients – verbal, numerical and abstract – 

to determine the best career fit. ‘It is very hard to find people 

who are well-rounded and possess all the skillsets, so we will 

find a way to facilitate and manifest their strengths at the 

initial stages of their career while improving their soft spots,’ 

Yee says. ‘We are much more scientific in talent selection and 

placement nowadays. This is because 

we probe deeply to understand 

what this person wants and his or 

her aspirations, and we provide 

career counselling, we have seen vast 

improvement in talent retention.’ 

Deloitte Malaysia also works 

closely with several universities, 

taking on interns after their first 

year of study and providing 

work experience and mentoring 

throughout their degrees. ‘They will 

then be able to make an informed 

decision on what they would like to 

do and what area they stand a good 

chance in,’ Yee explains. 

Another way that Deloitte Malaysia promotes tax as a viable 

career choice is through its annual Deloitte Tax Challenge. 

In the 2017 cycle, more than 3,000 undergraduates from 50 

higher education institutions took part in the three-month-

long competition, which, under Yee’s leadership, has now 

been expanded to include Singapore, Thailand, Indonesia and 

the Philippines.

While working hard to promote the opportunities offered 

by the accountancy profession, Yee is very aware of the 

challenges of Malaysia’s continuing brain drain. To plug the 

leaks, he has made it a personal mission to ‘continually create 

additional higher-value job opportunities for our young talent 

so that they don’t need to leave their families to seek a career 

‘Strategy is about 
making choices, so 

we are very focused 
on the chosen fields 
in which we want to 

make an impact’
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CV

Yee Wing Peng FCCA became Deloitte Malaysia’s new 

country managing partner in June 2018, following the 

retirement of industry veteran Datuk Tan Theng Hooi. 

Initially starting out as an auditor in 1993, Yee joined 

Deloitte Malaysia’s tax practice in 1997 and swiftly climbed 

the ranks to become Deloitte Malaysia country tax leader 

and Deloitte Southeast Asia business tax leader. He also 

served as Deloitte Southeast Asia tax and legal strategy 

officer. Currently, Yee is also a member of the Deloitte 

Southeast Asia executive committee. 

A regular speaker on business and leadership 

topics internationally and locally, Yee featured in the 2016 
Guide to the World’s Leading Tax Advisers. Under his 

leadership, Deloitte Malaysia’s 

tax practice has won many 

international tax accolades and 

commendations, including the 

Malaysia Tax Firm of the Year 2017 

award at the International Tax 

Review Asia Tax Awards.

i knowledge gaps when the country first implemented GST in 

2015. Post-GST implementation, Malaysia was one of only 

two Deloitte offices in the Asia-Pacific network that were able 

to offer support for the recent implementation of VAT in six 

Middle Eastern markets. 

Ultimately, though, Yee hopes to see most of Malaysia’s top 

talent stay put and develop the country. ‘Professionals like 

us have many opportunities to work overseas, but I am quite 

nationalistic and patriotic,’ he says. ‘I chose to stay and find a 

platform on which I can play an international role.’ He is grateful 

to the Deloitte Southeast Asia community for providing this 

platform and giving him ‘the opportunity to work with the best 

minds regionally and globally. It shows that we don’t necessarily 

need to uproot ourselves to make an impact elsewhere.’ 

Yee also urges accountancy and finance professionals to use 

their skills to attract foreign investment. To this end, Deloitte 

Malaysia runs regular overseas 

roadshows to promote Malaysia as 

a business friendly, well-regulated 

environment that offers ample talent. 

‘Our goal is to attract higher value 

investments that can help create 

higher value job opportunities,’ he 

says. ‘We convince investors to bring 

in the higher value activities desired 

by the government that could 

benefit from certain tax privileges 

and advise them to comply with 

local regulations and pay the right 

tax for nation building,’ he explains. 

‘We can continue to make this 

country a better place for ourselves, 

for foreign investors, and for future generations.’ 

Throughout Yee’s career, his ACCA Qualification has been 

an invaluable building block. ‘ACCA is a very comprehensive, 

very thorough examination that dives deep into the subject 

matter and covers a wide range of topics; audit, tax and even 

IT management were covered during my time 25 years ago,’ 

Yee recalls, adding that the more recent inclusion of topics on 

corporate governance, professionalism and integrity ‘really 

help to instil a value system: to always do the right thing. 

Hard technical skills can be acquired, but integrity is of the 

utmost importance.’

Yee chose ACCA because it offered an international 

qualification conducted in English. ‘Twenty-five years ago, the 

world was already globalising and Malaysia was getting a lot 

of foreign investment,’ he says. ‘We had to be ready to serve 

the multinational corporations when it came to reporting, 

and I knew that an international qualification would help me 

elsewhere,’ he says. For example, 

over 70 risk advisory professionals 

who are based in Malaysia undertake 

regional engagements. Likewise, 

Deloitte Southeast Asia Consulting 

has a team of 300 professionals hired 

in Malaysia undertaking local and 

regional engagements. ‘From a business perspective, we have 

an ample supply of talent, low operating costs, a business-

friendly environment and language skillsets that cannot be 

replicated elsewhere,’ Yee says. ‘These are our strengths and 

our natural advantage that justifies Malaysia being used as a 

centre of excellence and centre of delivery.’

Raise the bar
At the same time, Yee believes that it is important to ensure an 

inward flow of talent, which will be a key driver in strengthening 

Malaysia’s position as a regional centre for excellence. ‘I hope 

that our government will continue to have an open policy for 

foreign talent to bring in skillsets and experiences that are 

not available here. By working together, we can raise the bar 

of our people.’ An example of the benefits of an international 

perspective comes from Deloitte Malaysia’s decision to import 

GST specialists from India, Singapore and Australia to bridge 

‘Our goal is to 
attract higher value 

investments that 
can help create 

higher value 
job opportunities’
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tremendously.’ ACCA also ensured that he was work-ready 

by including papers on a wide range of subjects, including 

taxation and business law. ‘When I came out to work I found 

that I could apply a lot of what I learnt straight away,’ he recalls. 

‘I even had no problem doing a deferred tax computation!’

Today, Deloitte Malaysia continues to engage closely with 

ACCA to nurture young talent. An ACCA Platinum Partner 

since 2005, Deloitte Malaysia has supported many students, 

and 20% of the firm’s partners are ACCA-qualified, which is 

‘more than a fair share of representation’, Yee notes.

Complementary synergies
Globally, Deloitte is the largest professional services network, 

with more than 286,000 people in more than 150 countries 

worldwide who brought in global revenue of US$43.2bn for 

FY2018. This year, Deloitte Malaysia celebrates its golden 

jubilee, marking 50 years since it was first founded as Kassim 

Chan & Co by local accountants Mohd Kassim bin Sulong and 

Chan Teik Huat.

Back in 2007, Deloitte Malaysia – then known as Deloitte 

KassimChan – first became part of Deloitte Southeast Asia 

to tap into the potential of the Assocation of Southeast 

Asian Nations (ASEAN). ‘Deloitte Malaysia derives many 

complementary synergies from being a part of Deloitte 

Southeast Asia , which really strengthens our position in the 

region as well as in Malaysia,’ Yee says. 

In September, another huge milestone for Deloitte was 

reached with the creation of a Deloitte Asia Pacific alliance, 

bringing together Australia, China, Japan, New Zealand and 

South-East Asia. Together, the five regions are expected 

to generate a combined investment of US$321m over the 

next three years, increasing Deloitte’s ability to serve global, 

national and private market clients by enhancing service 

capabilities and increasing talent resources. The alliance 

comprises almost 44,600 professionals, with the potential to 

create a US$10bn business by 2022. 

The spirit of Deloitte Asia Pacific, though, is nothing new for 

Deloitte Malaysia, notes Yee, who also leads the Chinese and 

Korean services groups for Deloitte Southeast Asia and the 

Malaysia office respectively. 

‘The Deloitte Malaysia headquarters in Kuala Lumpur alone 

house more than 20 nationalities from across the US, Europe, 

Japan, Korea, India, China and ASEAN,’ he says. ‘Foreign 

talent working side by side with local talent creates a greater 

sense of inclusiveness, broadens the horizons and perspectives 

of our people and heightens their cultural sensitivity.’ AB

Nazatul Izma Abdullah, journalist
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#MeToo comes to Asia
As women in Asia become emboldened to speak out about harassment, finance 
organisations need to take the issue seriously, says Cesar Bacani

I’m not saying that harassment is 

automatically rife when there is gender 

imbalance. But there is the risk that the 

dominance of men could foster a lack 

of awareness of what women consider 

as harassment. That can lead to 

reputational issues in the age of social 

media and the #MeToo movement, 

among others.

For me, the key is to recognise the 

importance of perception. As the 

Japanese mayor said, if the recipient 

perceives an action as harassment, 

then that’s what it is. In the current 

climate, the accuser’s perspective bears 

weight, particularly if the accuser is in a 

subordinate position. Someone who has 

the courage to speak up, it is argued, 

must be listened to. Because why else 

would the powerless go against the 

powerful? The accuser has far more to 

lose than the accused.

What to do? I think office guidelines 

should be updated and disseminated in 

the light of #MeToo, not least to make 

everyone aware of the new dynamics of 

acceptable gender relations. The human 

resources department has a key role to 

play, but the involvement of a credible 

third-party investigator must also be an 

option, particularly when the accused is 

someone high up in the organisation.

At root, sexual harassment in the 

workplace is about power. When those 

who wield it are almost exclusively 

men, some may be emboldened to 

misbehave. The #MeToo movement 

should remind everyone that such 

behaviour is not, and never has 

been, acceptable. AB

Cesar Bacani, journalist

In May, a mayor in Japan resigned after 
four female members of his staff filed  
formal complaints against him, citing 
inappropriate behaviour.

‘It cannot be denied that there is 

harassment, so long as the recipient 

perceives an action as harassment,’ the 

66-year-old mayor told reporters. ‘And 

so now, with courage, I’d like to honestly 

own up to committing harassment and 

apologise to the victims.’

The #MeToo movement, which has 

reached its first anniversary, has come 

to Asia. Women everywhere are starting 

to feel empowered, with groups such as 

The Women’s Foundation in Hong Kong 

urging people to #BelieveSurvivors.

Workplaces led by men and with 

women among the staff are typical of 

offices throughout Asia, particularly in 

the finance field.

CFO Innovation, the online publication 

I used to edit, has chronicled the gender 

imbalance among the region’s finance 

leaders. In 2016, for example, there were 

only three women in the list of 50 best-

paid listed-company CFOs.

Worldwide, women account for less 

than a third of the total number of 

partners in the Big Four accounting 

firms, according to their latest annual 

reports. Yet, around half of the workforce 

comprises female staff. 

To their credit, the Big Four have a 

timetable to raise the proportion of 

women partners to 30% or more, while 

Deloitte is the first Big Four accounting 

firm to be led by a woman CEO. Those 

initiatives should be accelerated and 

finance functions must follow suit to 

address a lack of female representation 

at senior level. 

Office guidelines 
should be updated 

in the light of 
#MeToo to raise 

awareness of the 
new dynamics of  
gender relations
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There is little to 
bind together 

directors in 
Malaysia. Their 

experience, 
expertise and 

training is as varied 
as their companies 

Stronger together
The launch of the Institute of Corporate Directors Malaysia could make an impact – as 
long as companies and their directors get on board with its aims, says Errol Oh

Malaysia’s corporate governance journey: 

‘Recognising that better boards will 

create better values, the establishment of 

the ICDM will add to the already rich and 

diverse corporate governance ecosystem 

to enhance director effectiveness and 

board leadership in Malaysia.’ 

One factor that gives the institute a 

more-than-decent chance of succeeding 

is the SC’s support. The incorporation 

of the ICDM in July 2017 was part of 

the regulator’s strategic priorities from 

2017 to 2020 to address corporate 

governance challenges and concerns, 

and the institute’s startup grant is from 

the Capital Market Development Fund, 

which is chaired by the SC chairman.

The SC has recognised that Malaysia 

must emulate other countries that have 

set up institutes of directors to support 

continuous professional development 

and drive the adoption of corporate 

governance best practices.

‘The ICDM’s objective is to change 

ineffective board cultures by imbuing 

board effectiveness and directors’ 

professionalism through directors’ 

education, competency-based sourcing 

of directors, board effectiveness 

evaluation and feedback, and research 

and advocacy,’ said Zarinah at the launch.

Though very important, the SC’s 

backing alone will not be enough. 

The ICDM also needs directors and 

companies to sign up as members and 

to subscribe to its services.

If that happens, it tells us that 

corporate Malaysia, including directors, 

truly believe believes in good 

governance after all. AB

Errol Oh is executive editor of The Star

If anybody harbours doubts as to 
whether the boardroom really resides at 
the heart of corporate governance, they 
should take a look at the Corporate 
Governance Blueprint 2011, issued by 
the Securities Commission (SC).

The document has a diagram that 

depicts the corporate governance 

ecosystem as a sphere comprising 

four layers. The outermost layer 

represents the regulators. Next come 

the gatekeepers, followed by the 

shareholders. The core of the sphere, is 

of course the board of directors.

And yet, in Malaysia, directors are 

not an organised and unified class 

of professionals. Yes, there are local 

organisations representing company 

directors but none with the numbers 

and influence that can drive major 

improvements in corporate governance. 

There is little to bind together 

directors in Malaysia. Their experience, 

expertise and training is as varied as 

their companies, and their allegiance to 

those who put them in the boardrooms 

is stronger than any sense of collective 

responsibility. As a result, it is hard to 

shape them into a cohesive force. But 

that will hopefully change soon.  

‘Corporate governance simply must 

start in the boardroom,’ said Tan Sri 

Zarinah Anwar in October. As a former 

SC chairman, her statement would have 

carried a lot of weight anyway, but it 

has bigger significance because she 

said it at the launch of the Institute of 

Corporate Directors Malaysia (ICDM), 

which she chairs.

The then SC chairman Tan Sri Ranjit 

Ajit Singh, who retired two weeks 

later, saw the launch as a milestone in 
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Key to resilience
Manu Bhaskaran considers the challenges the global environment is bringing to Asian 
economic growth and what policymakers can do to weather the storm 

in Argentina and Turkey. If strong US 

growth persists, even more aggressive 

Federal Reserve Bank monetary 

tightening will be needed, putting 

pressure on Asian currencies and bond 

and equity markets, forcing their central 

banks to raise rates more aggressively. 

Oil prices are now at their highest 

since late 2014 and are set to rise even 

more. Iran’s oil exports are already 

falling, with worse in store when the 

next set of American sanctions take 

effect in early November. Declining 

production in crisis-hit Venezuela adds 

to supply difficulties. Large producers 

such as Saudi Arabia and Russia are, 

however, not willing to make up for this 

shortfall. Nor will higher US shale oil 

production be enough to compensate, 

according to projections. 

 Asian economies such as India, 

Indonesia, Thailand and South Korea 

are vulnerable to higher oil prices. In 

some cases, fiscal burdens will rise 

because of higher fuel subsidies. In 

others, where manufacturing sectors are 

dominated by oil-dependent industries, 

costs will go up. 

The key to Asian resilience in the 

face of these threats is policy. So far, 

Asian policymakers have responded 

well, raising interest rates judiciously 

and announcing a series of measures 

to reduce current account deficits and 

attract more foreign capital. These have 

provided a buffer to emerging Asian 

economies and if this is maintained, the 

regional economies are likely to weather 

these storms. AB

Manu Bhaskaran is CEO of Centennial 

Asia Advisors in Singapore

More concerns are being expressed 
about Asia’s growth prospects. The 
International Monetary Fund, for 
example, has downgraded forecasts for 
global and regional growth. Certainly, 
recent news headlines have been 
worrying, suggesting that the global 
environment has turned more difficult 
for Asian economies. 

In fact, we believe there are higher 

risks to both economic growth and 

stability resulting from the intensifying 

strategic rivalry between the US and 

China, worsening trade frictions, 

continued financial pressures on 

emerging economy currencies and 

financial markets, and higher oil prices. 

So far, the quantifiable damage to 

economic growth caused by higher 

tariffs imposed by the US, China and 

others seems to be limited, for several 

reasons. First, the more extensive 

tariffs the US has announced apply 

only to China, not other countries. The 

effect on Chinese economic growth is 

likely to be small in the near term as 

importers will still have little choice but 

to buy from the country which remains 

the most efficient manufacturer of the 

affected products. Second, Chinese 

policy actions are likely to help cushion 

the impact through a weaker currency, 

higher VAT rebates to exporters and 

more stimulus measures. 

Central banks are raising global 

interest rates and cutting global 

liquidity. So investors are becoming 

more squeamish about emerging 

markets, especially those with current 

account deficits or high external debts. 

Already, weaker currencies and higher 

interest rates have caused dislocations 

So far, the 
quantifiable 

economic damage 
caused by higher 

tariffs imposed by 
the US, China and 

others seems to be 
limited
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One big family
Our great strength? We’re a worldwide family of skilled professionals with impressive 
careers, happy to share our expertise with others, says ACCA president Leo Lee

So thank you to all of you who have 

taken the time to connect with me 

during the past year and shared your 

stories, your wisdom and your pride in 

our organisation.

It is not just a designation that we 

share, but also a vision, a mission, a 

set of values and a responsibility for 

shaping futures in a time of change. 

I look forward to seeing what 2018/19 

has in store for us all. AB

Leo Lee FCCA is retired, but has held 

various roles at the Securities and 

Futures Commission of Hong Kong and 

is past president of ACCA Hong Kong

It is hard to believe that the past 
12 months have flown by so fast and 
that this is my last column as your 
president. It has been the highest 
honour to represent you all for the past 
year, and during the years I spent on 
Council before that. 

I would love to list all of the 

fantastic stories, achievements and 

developments that I have witnessed 

at ACCA and among our global 

membership during my time as 

president, but there would simply not 

be enough room to do so. Let me just 

say they are legion.

My first presidential engagement 

was the inaugural African Members 

Convention in December last year, 

and one of my last will be to represent 

ACCA at the World Congress of 

Accountants in Sydney this month. I’ve 

travelled from Africa to Australia – and 

visited plenty of other ACCA members, 

events and offices in between – and the 

thing that has struck me most has been 

the similarities between us all.

Wherever in the world you go, ACCA 

represents a family – a family of skilled, 

knowledgeable, ethical professionals 

with illustrious careers, but who also 

donate time generously to sharing 

our wisdom and growing the next 

generation. We have a powerful global 

network and can achieve great things 

by coming together and connecting 

with each other. 

AGM 2018: Have your say
Don’t forget that voting is now open for ACCA’s 2018 annual general meeting 

(AGM), as well as for the election of new members to Council, with 31 candidates 

standing for seven positions. This represents an important opportunity to have 

your say in the running of ACCA – vote now at accaglobal.com/vote, where you will 

also find the Council candidate election statements, the AGM Booklet containing 

the resolutions, the 2018 integrated report and the 2018 financial statement and 

corporate governance statement.
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Cloud alliance 
KPMG International and Alibaba 
Cloud, the cloud computing arm 
of Alibaba Group, have announced 
plans to form a global alliance to 
provide digital transformation to 
businesses of all sizes and across 
multiple industries, initially in Asia 
Pacific and Europe. The aim is to build 
a strong global ecosystem with cloud 
services and infrastructure, particularly 
serving organisations with multicloud 
strategies, including small to medium-
sized enterprises. ‘This relationship 
will further our commitment to help 
clients address key transformation 
priorities in the areas of growth, 
innovation and operational efficiency,’ 
said Honson To, chairman, KPMG China 
and Asia Pacific. 

Bitmain goes for IPO  
The world’s largest crypto mining 
equipment manufacturer Bitmain has 
filed an initial public offering (IPO) with 
the Hong Kong stock exchange. Due 
to its size, local analysts believe that 
the IPO’s success will represent the 
demand for the cryptocurrency market 
by both retail investors and institutions 
in Hong Kong. Bitmain’s revenue has 
increased from US$137.3m in 2015 to 
US$2.5bn in 2017.

The view from
Hazwani Mohamad Tajaluddin ACCA, corporate 
planning manager, Cradle Fund, Malaysia

a big move but I said yes 

in a heartbeat. I’m glad I 

did as I’ve found my true 

passion. The satisfaction 

from being part of 

something meaningful and 

the opportunity to make 

a real difference has given 

my career new meaning. Planning and 

exploration is crucial in this profession 

and it helps me to be more creative, 

brave, critical and structured to ensure 

every strategic direction can be met.

Amid the digital accounting 
onslaught, the profession must ask 
itself: ‘How can we remain relevant?’ 
Accountants looking towards the 

future must have both a theoretical 

and practical understanding of 

data and analytics. Highly complex 

financial systems can lead to higher 

risks, and this raises ethical questions 

for accountants. 

To lead the corporate planning team 
is my greatest achievement to date. 
It has given me an overview of the 

company, both internally and externally. 

By far the proudest moment of my 

career was leading our impact study 

report, which took us almost two years 

to complete. The objective was to 

identify how Cradle is delivering its 

mandate to build the early-stage tech 

entrepreneur ecosystem in Malaysia. 

Thanks to this report, we can proudly 

say that the Cradle Investment 

Programme has contributed RM3.4bn 

to the country’s economy between 

2008 and 2016 via investments and 

job creation. AB

The opportunity 
to make a real 
difference has 

given my career 
new meaning

For me, numbers are 
the true universal 
language. After university 

I began working at KPMG, 

studying for the ACCA 

Qualification while training 

as an external auditor. 

The experience gave 

me in-depth knowledge of financial 

statement analysis and taught me 

to identify business risks. I then 

became a first finance officer at one of 

Malaysia’s largest start-ups. My time 

in practice gave me a great degree of 

independence; I can take a stance on 

controversial issues when others cannot, 

which is itself a source of satisfaction.

I currently work with Cradle, Malaysia’s 
early-stage start-up influencer. When 

I first joined in 2013, I was a senior 

executive; my career became more 

challenging and interesting when I was 

promoted to manager.

To my surprise, a few months after 
my promotion, I was offered the role 
of head of corporate planning. It was 

1.8 billion
youths worldwide lack the necessary 
skills in emerging technologies to enter 
the workforce
Source: Deloitte Global and GBC-
Education
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Destination UAE
TMF Group, in association with ACCA, looks at the big issues that are facing 
businesses planning to set up or expand in the United Arab Emirates

a branch or representative office 

requires a local service agent as the 

point of contact with local authorities. 

Being based onshore allows you to do 

business anywhere in the UAE.’

Other challenges are more practical. 

‘Getting the right staff visas can be 

complicated, and there is still a heavy 

reliance on paper – a graduate applying 

for a job will need to show their degree 

certificate,’ says Lindsay Degouve De 

Nuncques, head of ACCA Middle 
East. ‘But underpinning all this is a real 

desire within the UAE to be open for 

international business.’

The VAT hit
The UAE’s reputation for business 

simplicity, though, has shifted over 

the past year. In January, the UAE and 

Saudi Arabia became the first members 

of the six-nation Gulf Cooperation 

Council (GCC) to implement the terms 

of a treaty to introduce VAT at a rate of 

5% on many goods and services. The 

agreement lets members issue their own 

national VAT legislation and determine 

specific VAT rules in certain areas.

VAT registration is compulsory 

for UAE-based businesses with 

over 375,000 Emirati dirham (about 

US$102,000) of taxable supplies and 

imports, but optional for businesses with 

over 187,500 Emirati dirham of taxable 

supplies and imports. VAT returns must 

be filed electronically within 28 days of 

the end of each tax period (quarterly for 

businesses with a turnover of less than 

150m Emirati dirham, monthly for those 

with a higher turnover).

VAT income will help the UAE 

government reduce its revenue 

The United Arab Emirates (UAE) is 
a magnet for business thanks to its 
ultra-low tax environment, reputable 
regulation and convenient time zone. 
Over the past 20 years the seven 
emirates that make up the UAE have 
become a major international hub 
for business.

There is no corporate or personal 

tax in the UAE and no limits on the 

repatriation of capital or profits. Until very 

recently it was one of the least complex 

jurisdictions for doing business, with 

minimal admin, compliance and forms. 

Of the 94 jurisdictions analysed by TMF 

Group’s Financial Complexity Index in 

2017, the UAE was ranked least complex 

for tax and accounting compliance and 

described as ‘among the least complex 

nations in the world’. 

Free zones
Any complexity that did exist in the 

UAE, the index report added, was a 

result of the free zones. There are more 

than 40 free zones in the UAE, half of 

them in Dubai, with each catering to 

a specific business category. The best 

known are Dubai International Financial 

Centre (DIFC), Abu Dhabi Global Market 

(ADGM), Dubai Multi Commodities 

Centre (DMCC), Ras Al Khaimah Free 

Trade Zone (RAK) and Jebel Ali Free 

Zone (Jafza). All have their own licensing 

authority, regulations, fee structure and 

capital requirements. 

‘Companies looking to operate in or 

from the UAE, or that have employees 

based there, must register a legal 

entity,’ says Stephanie Williams, legal 

and governance director for TMF Group 

in the Middle East. ‘Every company 

‘The UAE 
remains one of 

the less complex 
jurisdictions 

globally for 
accounting and tax 

compliance’

active in the country requires a company 

licence, which is linked to the registered 

activity of the entity.’

In general, there are two options 

when setting up an operational entity in 

the UAE:

* Free trade zone. There is no 

UAE-national shareholder or 

split ownership requirement for 

companies setting up in a free zone 

– a foreign entity or individual can 

have 100% business ownership. Free 

zone companies are limited in what 

they can do on the UAE mainland 

(ie outside the free zones) but can 

operate freely everywhere else. 

* Onshore jurisdiction. Onshore 

jurisdictions refer to any part of the 

UAE not within a free zone. They 

are subject to federal laws and 

regulations, with regulating and 

authority bodies under the Ministry 

of Economy in each emirate. 

‘The most common company types in 

onshore jurisdictions are representative 

office, branch office and limited liability 

company [LLC],’ says Williams. ‘An LLC 

requires a 51% local UAE shareholder; 
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The direction of VAT in the UAE
TMF Group’s Financial Complexity Index (FCI) looks at the complexities of 

maintaining tax and accounting compliance in 94 jurisdictions worldwide. The 2018 

edition predicts that after VAT has been implemented in all GCC countries, the next 

step for the UAE will be to raise the rate from its current 5%.

Content sponsored by TMF Group, which offers in-country expertise and knowledge to help 
businesses expand within and beyond their home markets. tmf-group.com

The Abu Dhabi Global Market is one of 40 free zones in the UAE, all of which 
have their own regulations.

of the less complex jurisdictions globally 

for accounting and tax compliance – and 

a very attractive market for business.’

The GCC’s VAT Framework Treaty will 

also be implemented in Oman, Qatar 

and Bahrain (most likely from 2019). Until 

that happens, special rules for inter-

GCC transactions apply, adding huge 

amounts of complexity to the way 

businesses operate in the region.

‘The adjustment period for companies 

operating in the UAE – and Saudi Arabia 

– is very much ongoing,’ Wheeler adds. 

‘Based on the VAT compliance struggles 

we continue to see with companies 

six months since implementation, the 

biggest recommendation we can give 

is for companies to partner with local 

dependence on oil and other 

hydrocarbons. Studies suggest VAT will 

contribute 1.2%–1.6% of GDP in its first 

year. But its introduction, following the 

introduction of excise on carbonated 

drinks, energy drinks and tobacco in 

2017, has also made the UAE a more 

complex jurisdiction for businesses. The 

UAE rose from 92nd in TMF Group’s 

Financial Complexity Index (the higher 

the ranking, the more complex the 

business environment) in 2017 to 74th 

this year. 

‘VAT is a big step away from the 

UAE’s reputation as a tax-free paradise,’ 

declares the 2018 report. Jonathan 

Wheeler, TMF Group’s regional director, 

Middle East and Africa, explains: 

‘VAT is a fundamental change to the 

way businesses operate locally. The 

transaction tax is embedded in virtually 

all functions of a company – from 

sales contracts to accounting and 

bookkeeping – so it is an important one 

for businesses to document and report 

correctly. However, the UAE remains one 

experts so that they can focus on their 

core operations.’

Despite the new complexity, Degouve 

De Nuncques stresses the UAE’s 

business-friendly credentials. ‘Once 

you are established as a business, the 

ongoing reporting requirements are 

quite simple, although the introduction 

of VAT and excise duty has increased that 

obligation,’ she says. ‘But VAT has also 

introduced greater expectations around 

business, and made financial regulation 

and finance functions more robust. VAT 

introduction has been a catalyst for much 

broader financial transformation in the 

UAE, and that is a very positive move.’ AB

Liz Fisher, journalist
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Catalyst for growth
Demand for professional services is set to grow in South-East Asia and China, says a 
new report by ACCA, supported by the Singapore Accountancy Commission

The report notes that the findings 

‘signal opportunities for professional 

services firms to further expand and 

enhance their service offerings in non-

regulated professional services’.

Advisory services related to 

technology, risk management and 

international tax advisory are growing in 

demand. Across all the regions, the top 

non-regulated service line in demand 

is the IT solution business. In China, 

this is followed by risk advisory and 

process improvement while in ASEAN, 

international tax advisory and risk 

advisory take second and third place. In 

Singapore, there is a higher demand for 

accounting advisory, whereas in the rest 

of ASEAN risk advisory ranks more highly. 

Strategic growth areas
While services such as audit and 

assurance, and tax advisory and 

compliance will always be needed, 

the demand for business advisory 

beyond compliance and regulatory 

requirements is significant and urgent, 

as corporations look for help with their 

strategic growth areas, the report notes. 

While businesses in South-East Asia 
and China are likely to increase their 
use of professional services, the 
focus and spend will vary between 
regions, sectors and enterprises. 
This was the finding of a study by 
ACCA, supported by the Singapore 
Accountancy Commission.

Market demand for Professional 
Business and Advisory Services – 
Singapore, ASEAN region and China 

took its findings from a 2017 survey 

of 275 senior executives in ASEAN 

countries and China (including Hong 

Kong), coupled with a roundtable 

discussion of key decision-makers in 

professional services in Singapore. 

The research looked at businesses’ 

three-year planned expenditure on 

professional services.

While the study found some 

commonalities between what 

enterprises were looking for, it also 

uncovered differences based on 

regional location, company size and 

sector. Overall, there is growing 

demand for non-regulated professional 

services, in line with global trends. While 

regulated service lines are still required 

for compliance purposes, the demand 

for non-regulated service lines is higher 

by an average of 15.9%, with three of 

the top five services demanded being 

non-regulated.

‘Professional services serve as an 

external aid that can act as a powerful 

catalyst to develop and expand the 

digital economy; and is probably the 

‘’secret weapon’’ that many fast-growing 

businesses use to gain a competitive 

advantage,’ says Joseph Alfred, head of 

policy at ACCA Singapore. 

‘The need to 
leverage on 

external advice 
is becoming 

more urgent and 
necessary than 

ever before’

C
PD
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What’s driving growth in professional services?

in ASEAN and China prefer email, 

followed by face-to-face discussions. For 

customised information, face-to-face is 

the preferred choice. Chatbots are not at 

all popular. Finally, in terms of pricing, 

most enterprises in ASEAN and China 

prefer individually negotiated models 

accompanied by a cost-based fee 

per transaction.

Writing in the report’s introduction, 

Leo Lee, ACCA president, noted that the 

increasing demand for business advisory 

services provides an ‘optimistic scenario’ 

for small and medium-sized practices 

(SMPs). These fi rms will be able to ‘tap 

into this demand to experience real 

growth in the coming years,’ he wrote.

Why the demand?
According to the study, enterprise 

demand for professional services is 

driven by the accelerating pace of 

business and exacerbated by the 

advancement of digital disruptions and 

increasing global competition.

‘A key driver of regional growth will 

come from the rise of e-commerce 

and the digital economy,’ said the 

report. ‘Businesses that want to seize 

the opportunities can move faster 

and more securely by using not only 

internal know-how, but independent 

specialist business and advisory services 

from consultants and experts outside 

their organisations. 

The main drivers of strategic growth 

include an increase in higher value-

add work through automation; talent 

attraction, development and retention; 

and mergers and acquisitions (M&A). 

However, there are regional 

differences. In Singapore and ASEAN, 

automation is the key driver in both 

regions. M&A, and then talent, come 

second and third in Singapore. In China, 

the most urgent need is for talent 

attraction, development and retention. 

Business model innovation is also more 

important in China than in ASEAN. 

Among larger enterprises, growth is 

expected to come from M&A while 

smaller companies are more concerned 

with business model innovation.

The top services categories budgeted 

for by enterprises are audit and 

assurance, tax advisory and compliance, 

and IT advisory services – a fi nding 

that is consistent across ASEAN and 

Singapore. In China, however, IT advisory 

was second and risk management and 

governance came in third, displacing tax 

advisory and compliance.

Delivery expectations
In addition to examining demand for 

services, the survey also looked at 

issues around service delivery. It found 

that quality and relevance of advice 

are seen as crucial to enterprises. 

Professional services fi rms should 

make an effort to understand a client’s 

specifi c needs, the report noted. 

Clients want deep industry knowledge 

and an understanding of their unique 

circumstances; they are not looking 

for generic, theoretical, off-the-shelf 

advice. In Singapore and China, 

enterprises value quality, relevance 

and timeliness of advice, while the 

cost of advice was not a signifi cant 

consideration, unlike in ASEAN 

(excluding Singapore).

In terms of communication, when it 

comes to general information, enterprises 

‘With the additional impact of 

technological disruptions, globalisation 

and an increasingly dynamic 

environment, the need to leverage 

on external advice is becoming more 

urgent and necessary than ever before.’

The report also noted the fi nding of 

previous studies: that enterprises are 

increasingly turning to professional 

services as a way to differentiate 

themselves from competition and to 

expand their businesses. Enterprises 

need to grow and manage business risks 

in uncertain economic environments, 

and professional services are seen as 

important in helping them achieve their 

business goals.

Expenditure by sector
The report examined the breakdown 

of anticipated expenditure by sector to 

identify industries most likely to spend 

on professional services. Within the 

production segment, it found that the 

industries with the largest expected 

professional services expenditure 

(SG$500,000 and above) are 

manufacturing and electronics; medical 

and healthcare equipment; oil and gas; 

properties; and construction. Within the 

service segment, the biggest spenders 

are in fi nance; retail and consumer 

goods; transport/storage; management; 

legal and consultancy services; 

technology; and communications.

Incease in higher value-add work 
through automation

Talent attraction, development and retention

Business model innovation

Merger and acquisitions 

Talent attraction, development and retention

51.3%

45.5%

41.1%

SME    47.0%

SME    44.3%

SME    43.6%

1

2

3
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a
Which professional services are most in demand?

IT solution business

Audit and assurance

1

1

2

2

3

3
Tax advisory and compliance 

IT advisory (including IT solution business)

Service lines (overall):
1. Statutory audit   2. IT solution business   3. Tax compliance 

48.5%

43.6%

43.1%

Non-regulated service lines

Service categories 

*   Percentages represent the proportion of respondents that selected the option. Absolute 
numbers are weighted averages indicitive of the the proportion of the budget allocated 
to the option on a 5-point scale (with 1 indicating the lowest proportion of the budget). 

2.84

2.43

2.42

SME    2.43

SME    2.42

SME    2.40

Big Four fi rms, compared with 69.1% of 

SMEs. This is likely to be because larger 

enterprises require endorsement from 

reputable names and have the ability to 

pay for it, the report says. 

Are you ready?
During the Singapore roundtable 

discussion, one representative of a 

leading professional services fi rm 

said: ‘Our largest practice is actually 

consulting… if we focus on audit, we will 

never grow.’

Smaller practices are also 

changing, albeit at a slower rate, 

noted the report. The roundtable 

discussion found that SMEs were 

willing to engage professional 

services fi rms – particularly those in 

the IT advisory services – to improve 

internal processes and incorporate 

IT solutions into their business. This 

bodes well for smaller practices 

because SMEs prefer to use them, the 

report noted.

M&A was also in demand – not only 

from enterprises but among professional 

fi rms as well. During the roundtable 

discussion, one participant said: ‘It’s very 

hard for us to attract talents… in terms 

of growing organically, so the only way 

for us is to acquire talents.’

However, it was noted that there 

was a perception that professional 

accountants were limited in their 

ability to provide advisory services. This 

perception gap could make it diffi cult 

for accountancy fi rms to position 

themselves as consultants. There is, 

participants concluded, a need for 

professional accountants to change 

this perception. AB

Jimmy Yap, journalist

Overall, respondents from the 

production segment are more likely 

to anticipate higher professional 

services spending compared with the 

service industry (SG$400,697.7 versus 

SG$320,740.1). On average, though, 

respondents in the production segment 

were bigger than those in services. The 

mean 2016 revenue for respondents 

from the production segment was 

SG$360m compared with SG$287.8m for 

those in the service segment.

Preference for providers
In the area of hiring preferences, 

the report found that the size of 

the professional services fi rm is 

less important than its deep, local 

knowledge. SMEs have a strong 

preference for using SMPs. In addition, 

SMEs that only engage small practices 

are more likely to use them for non-

regulated professional services.

Almost all the respondents 

(94.9%) engaged external entities 

for professional services, with most 

preferring accountancy fi rms (91.3%) 

to non-accountancy fi rms (72.4%).

Among SMEs, 71.1% preferred using 

SMPs, while 57.9% of non-SMEs use 

these smaller fi rms. By contrast, 88.1% 

of non-SMEs are expected to engage 

Risk advisory

Process improvement

International tax advisory

Risk advisory

More information

Get CPD units by answering 
questions on this article at 
accaglobal.com/abcpd

C
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Box headline
Voluptas eum, ipis mincte ped quis 

accullorest, sintecta velest labor rereiciis 

quos dollautetur? Qui nam, volor 

sunt adi berit vene pro quae commos 

quaspit, si omni lorem ipsum.

Boxout crosshead: doluptur, sequamust 

magni bera coribusdam et re nobist la 

dolore con re volorer spercit autem as 

rerum volut volorun.

Boxout crosshead: moditat urehend 

isciae. Gitae magnima ximporr 

undenimilit prem culpa dolore prae 

estrum rerem aborrup turiantion culpa 

doluptus lorem ipsum dolor sit amet.

Box headline
Voluptas eum, ipis mincte ped quis 

accullorest, sintecta velest labor rereiciis 

quos dollautetur? Qui nam, volor 

sunt adi berit vene pro quae commos 

quaspit, si omnoditat urehend isciae. 

Gitae magnima ximporr undenimilit 

prem culpa dolore prae estrum rerem 

aborrup turiantion culpa doluptus.

Ur, nihitiis mollaut rerum atum, core 

saerae cus aut que pos ex exerepe 

rroviducias es venet odit, simporum 

dolo el eaquidis corro blatios qui 

volupta quique dit estemperum 

doluptas et, vollam re que sus eum hit 

aut occusaecus essi omnihiciis et lorem 

ipsum dolor sit amet nunc.

The view from
Emma Tran, quality and business support manager/Asia 
Pacific executive officer, DFK International, Hong Kong

However, different rules 

and regulations exist in the 

region, presenting practical 

challenges. We help our 

member firms navigate 

through these issues to 

enable them to fully-

capitalise on crossborder 

opportunities, particularly with respect 

to China.

  

The idea that we are becoming 
connectors of people, resources and 
knowledge fascinates me. I think that 

accountants globally are transitioning 

from doing business the traditional way 

to evolving to become a trusted adviser 

to their clients.

  

As accountants we have the challenge 
and expectation to provide instant 
answers and solutions for our clients. 
We are no longer seen as just the 

numbers people; we have become 

trusted business advisers, which is where 

being part of an association such as 

DFKI can be advantageous. 

Accountants need to adapt, innovate 
and be more resourceful. They must 

embrace these changes and use 

the new technological tools to their 

advantage to stay relevant and skilled. 

 

I could have become a management 
consultant. I’ve always been 

comfortable with numbers but I 

also enjoy engaging with clients 

and learning about their business. 

I also enjoy being resourceful in 

helping clients find practical solutions to 

their problems. AB

The idea that we 
are becoming 
connectors of 

people, resources 
and knowledge 

fascinates me

I never went out to look 
for a career in accounting; 
in fact, I think it found 
me! I started my career in 

a leading London-based 

auction house and one 

day I came across an 

advertisement about the 

ACCA Qualification. That’s when the 

accounting seed was planted. 

  

After practice, I joined DFK 
International (DFKI), an international 
association of accountancy firms and 
business advisers. I am responsible 

for the preadmittance process of new 

member firms, maintaining the quality 

programme for existing members 

and facilitating crossborder business 

referrals. I am also responsible for 

organising our annual conferences in 

the Asia-Pacific region. We’ve found 

that this event is great at encouraging 

crossborder collaboration.

  

Our member firms and their clients 
are excited by the opportunities that 
the greater China region represents. 

Flexi workforce
PwC has created a Flexible Talent 
Network to give people the 
opportunity to work for the firm without 
being tied into a full-time contract and 
standard working hours. Launched in 
the UK, the network enables people 
to choose a working pattern that 
works for them – whether that’s shorter 
hours or only working for a few months 
a year. Based on the skills they have 
and the working pattern that best 
works for them, rather than for specific 
roles, PwC will then match people in the 
network with relevant projects.

AI award for EY 
EY has won the 2018 Microsoft 
Singapore Artificial Intelligence and 
Analytics Partner of the Year Award. 
The organisation was honoured 
among a community of top Microsoft 
partners for demonstrating excellence 
in innovation and implementation of 
customer solutions based on Microsoft 
technology. ‘We are combining our 
deep insights and experience in 
emerging technologies, markets and 
sectors with Microsoft’s scalable, 
enterprise cloud technologies, to 
jointly develop innovative digital 
solutions,’ said Cheang Wai Keat, EY’s 
head of advisory.

54% 
of women working in financial services 
say their diversity status is a barrier to 
career progression, 
compared to 45% in 
other industries
Source: PwC 
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What goes around...
A China-led survey examines whether mandatory rotation of partners results in 
better quality audit by bringing a fresh perspective to the process

to reported profits coincided with either 

the final year of tenure for an audit 

partner prior to rotation or the first year 

of a new partner.

Increased revisions
The study found that there was 

a ‘significantly higher’ frequency 

of audit adjustments during the 

departing partner’s final year of 

tenure prior to mandatory rotation 

and during the incoming partner’s 

first year. 

For partners in their final 

year, adjustments were made in 

77% of cases, while there were also 

revisions in 75% of instances when a 

new audit partner was in their first year 

of tenure. These rates compared with 

adjustments in 66% of cases in years 

that were not impacted by mandatory 

audit partner rotation.

Nearly twice as many revisions 

involved a downward adjustment to 

profits as those where profits were 

revised up. The revisions were also 

not insignificant, leading to a 16.2% 

reduction in reported profits on 

average. Upward revisions were smaller 

at around 9.8%.

‘Our results suggest that 

mandatory rotation of 

engagement partners results 

in higher quality audits in the 

years immediately surrounding 

rotation,’ Professor Zhang says. 

‘This is not a surprise to us. 

Given the importance of 

relationships, or guanxi, 
in China, the long 

auditor-client relationship 

may cultivate potential 

The mandatory rotation of audit 
partners significantly increases 
audit quality without the need to 
change firms. This was the finding 
of a study of companies in mainland 
China, which revealed that auditors 
made changes to accounts in three-
quarters of cases immediately 
before or after a rotation occurred.

The research was carried out 

by Professor Tianyu Zhang of The 

Chinese University of Hong Kong; 

Professor Clive Lennox of Nanyang 

Technological University; and Dr Xi Wu 

of Central University of Finance and 

Economics. Using data submitted to 

China’s Ministry of Finance, the team 

measured the effect of partner rotation 

in 6,341 companies. 

In the majority of instances, the 

revisions involved a downgrade of 

profits, reducing them by nearly a fifth 

on average. This suggests that high-

quality audits can be achieved without 

forcing companies to change audit firms 

every few years.

Many jurisdictions, including 

Hong Kong, mainland China and 

the UK, impose limits on the length 

of time an audit partner can audit 

a company’s accounts. The limits 

were introduced in the belief 

that forcing auditors 

from the same firm 

to rotate created 

a positive peer-

review effect and 

brought a fresh 

perspective to the 

accounts, both of which 

raised the quality of 

the audit.

It was also argued that a newly 

appointed partner was likely to be 

more independent of the client as 

they had not yet had time to develop 

close personal relationships with the 

management, while someone who had 

been in place for several years may have 

become overly trusting.

But opponents of the practice argue 

that mandatory rotation could actually 

be detrimental, as it leads to a loss 

of client-specific knowledge, with the 

incoming partner likely to be less well 

informed, and therefore less likely to 

spot a financial reporting problem.

It is often difficult to quantify how 

much impact audit partner rotation 

really has. China requires mandatory 

audit partner rotation every five years 

and, unlike many other jurisdictions, the 

names of the partners are included in 

the audit reports.

Firms must also share the pre-audit 

profits of all publicly traded clients 

with the Ministry of Finance. This 

requirement enabled 

the researchers to 

track how frequently 

adjustments made 
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Are shorter rotations the answer?
Many jurisdictions impose mandatory audit partner rotation, with tenures typically of 

five years, as is the case in the UK and China, or seven years in, for example, Australia 

and the US. But the benefits need to be offset against the loss of client-specific 

knowledge when partners change. 

As a result, Professor Tianyu Zhang of The Chinese University of Hong Kong 

does not think having shorter rotation periods would further increase audit quality. 

‘The rotation may lead to improvements in audit quality because it increases the 

independence of the auditor. However, it also results in the loss of client-specific 

knowledge,’ he says. ‘If the mandatory rotation is too frequent, no partner will be 

willing to invest in understanding specific clients, and as a result audit quality may 

decrease in general. Thus, we cannot infer that audit quality will increase more if the 

mandatory rotation period becomes shorter.’

merged, which was seen as being 

consistent with the merged firms 

providing higher quality audits.

Fresh perspective
The study has significant regulatory 

implications, as it suggests that 

departing partners are motivated to 

clean up the client’s accounts in their 

final year, in anticipation of the arrival of 

the new partner the following year. 

The new partner in turn makes 

more adjustments due to the 

fresh perspective they bring to the 

accounts, making them more likely to 

spot and correct financial reporting 

problems during their first year 

of tenure.

There was no evidence that audit 

adjustments made in the final year 

before mandatory rotation were 

reversed in the subsequent year, 

negating the argument that changes 

were simply more frequent following 

rotation because the new partner 

disagreed with the adjustments made 

by the departing one.

‘The evidence from the analysis shows 

that the long-duration relationship 

between auditor and clients may 

undermine the audit quality,’ Professor 

Zhang says.

‘The regulator can take action by 

collusion, which in turn undermines the 

audit quality. 

‘The improvement of audit quality 

through disturbing such relationships 

makes a lot sense in China.’ 

The study also found that audit 

adjustments were less common 

among larger companies and those 

that were highly leveraged, while 

there were also fewer changes 

made to the accounts of clients of 

the Big Four accountancy firms, 

which the researchers attributed 

to companies in these categories 

having higher quality pre-audit 

financial statements.

By contrast, audit adjustments 

occurred more frequently when audit 

fees were higher or when audit firm 

tenure was longer.

‘This association is very natural,’ 

Professor Zhang says. ‘Auditors will 

charge higher fees for higher risk clients. 

Meanwhile, the auditor will make more 

adjustment in the audit because these 

clients are more likely to manipulate 

accounting numbers.

‘The longer tenure may also imply 

more knowledge by the partner to spot 

accounting problems. I think this is just 

an equilibrium in the industry.’

There was also a trend for audit 

adjustments to be more common 

for companies when audit firms had 

interrupting such a relationship, such as 

through the requirement for mandatory 

rotation for a certain period.’

He adds that while collecting audit 

data, in the way China does, may not 

necessarily lead to improvements in 

audit quality, it does make it easier 

for regulators to review the work done 

by auditors.

Overall, the research suggests that 

rotating audit partners can raise the 

quality of an audit without the need to 

change audit firm.

'Audit quality relies on two factors: 

the ability to spot accounting fraud 

and the willingness to report the fraud,’ 

Professor Zhang says.

He points out that mandatory 

rotation can act as a ‘shock’ that 

increases the incentive for the 

departing partner to improve audit 

quality, while also enabling the 

incoming partner to bring fresh eyes to 

the process.

Professor Zhang concludes: ‘Our 

findings have significant implications 

for public policy because many 

countries rely on mandatory audit 

partner rotation rather than mandatory 

audit firm rotation to ensure high-

quality audits.’ AB

Nicky Burridge, journalist

‘The long  
auditor-client 

relationship may 
cultivate potential 

collusion, which in 
turn undermines 
the audit quality’
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Get with the programme
Promotion to partner represents a huge step up, and practices need to define and 
develop the leadership skills required for the role, as Derek Smith explains

previously managed very little beyond 

a set of files and a series of processes. 

Even if they are involved in activities such 

as appraising their own teams, often this 

is done with little or no training.

At the heart of the challenge is the 

need to define what is required in a role 

that is undergoing fundamental change. 

Certain areas have to be viewed 

‘We aren’t doing anything to prepare 
our aspiring partners. Let’s face it – 
they’ve either got it or they haven’t.’ 
This was the remarkable response from 
the senior partner of a five-partner 
practice when I asked what steps he 
was taking to address their leadership 
problems. Nothing was going to 
change his view that the necessary 
skills and traits of a successful partner 
were ‘nature not nurture’. 

This is an extreme example, but 

this form of rationale still underlies 

some firms’ approach to preparing 

people for future partnership roles. 

Many candidates neither know what 

the partnership role entails nor the 

criteria on which admission to the role 

is based. While it is hard to define 

roles at a time when firms are going 

through fundamental change, this 

lack of information is indicative of the 

profession’s historic perception of how 

these matters should be handled.

Essentially, firms need to be seeking 

successors who have the necessary 

leadership and management qualities 

for the role they will be taking on. But all 

too often those who aspire to the role, 

while described as ‘managers’, have 
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But what of emotional intelligence? 

This is the capability of individuals to 

recognise their own emotions and those 

of others, discern between different 

feelings and label them appropriately, 

and use emotional information to 

guide thinking and behaviour. The 

main components are self-awareness, 

self-regulation, motivation, empathy 

and social skills. All of these attributes 

may be vital to partner roles but much 

depends on the nature of the specific 

role that firms are seeking to fill. 

Testing
The key questions are how firms can 

assess candidates for these attributes 

and whether such measurement 

is helpful in ensuring that aspiring 

partners will succeed in their leadership 

and management roles. A number of 

firms use IQ assessments covering the 

numerical, verbal and spatial skills of 

candidates, in some cases together 

with logical reasoning tests. There are 

also established psychometric testing 

techniques (such as Myers-Briggs 

and Belbin), which can be helpful in 

preparing aspiring partners. 

Probably the most important aspect 

of all these techniques is that they 

help aspiring candidates to recognise 

their strengths and weaknesses 

and help them on the journey of 

as givens – for example, technical 

skills – but even these have changed 

considerably over time, with today’s 

requirement to embrace the digital 

age in which firms have to operate. Of 

even more significance is the need to 

develop and enhance the necessary 

leadership skills for the role. 

Competencies
One of the clear requirements is for 

the candidate to possess a number of 

competency clusters, which firms should 

be helping their aspirants to develop 

and maintain – see panel.

These traits can be developed, 

although not necessarily by everyone, 

but much depends on the appetite of 

the aspirant to take on the role. Often 

the decision to promote is based on 

the subjective views of the existing 

partners. Those making the decisions 

might just be seeking to clone their own 

personalities and approaches, even 

though the environment in which they 

operate has significantly changed since 

they made partner.

At the heart of the dilemma is the 

need to identify the future role of the 

individual, which will inevitably change 

over time. Candidates need in some 

measure the following intelligences:

* cognitive: the ability to reason

* emotional: self-awareness, control, 

empathy

* spiritual: beliefs and values

* behavioural: adaptive ability and 

contextual awareness

* moral: the capacity to identify right 

and wrong, and act accordingly.

Recent high-profile examples 

of inappropriate behaviour and 

professional misdemeanours of senior 

leaders in some firms have highlighted 

serious deficiencies in spiritual, 

behavioural and moral intelligence. 

Clearly there need to be adequate 

procedures and processes to identify 

and prevent these.

self-development. These skills are 

learned rather than taught, and personal 

awareness is a key element of the 

learning process.

There are a number of well-validated 

programmes for measuring IQ and 

emotional intelligence, but they are 

often misused, and applied without the 

necessary training and understanding. 

Unless the users are professionally 

guided these programmes can become 

blunt instruments that are interpreted in 

the wrong way, and established leaders 

can hold the misguided belief that there 

are rights and wrongs as regards the 

outputs. These assessments are not 

about measuring ability but measuring 

personality preferences and traits. They 

are extremely helpful to the candidates 

in developing their self-awareness but 

should not be used as a total measure 

of their suitability or otherwise for a 

potentially ill-defined role.

Firms need to understand that to do 

nothing to prepare their candidates 

for their new roles is tantamount to 

planning for them to fail. If you want 

your team to aspire to the partnership 

role, you need to inspire the individuals 

by showing that the firm is prepared to 

invest in their future and not simply to 

act as if it believes ‘they have either got 

it or they haven’t’. AB

Derek Smith, senior consultant, 

Foulger Underwood

All too often 
aspiring partners 

have previously 
managed very little 

beyond a set of 
files and a series 

of processes

Competence clusters
Aspiring partners should possess a 

combination of some of the following:

* goal orientation and focus

* transparent integrity

* close engagement with people

* helicopter vision

* resilient resourcefulness

* personal ‘horsepower’

* resonant communications.
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Supercharging the BRI
In an exclusive interview, blockchain innovator Pindar Wong explains why leveraging 
blockchain technology along the Belt and Road is essential in ensuring accountability

Not since Luca Pacioli’s documentation of double-
entry bookkeeping 500 years ago has the 
accounting profession been as disrupted as by 

blockchain today. So says Pindar Wong, the technology 
pioneer behind the deployment of the internet to Hong 
Kong in 1993 and now a blockchain innovator.  

In an era battle-scarred by corporate collapses, accounting 

scandals and cyber insecurity, blockchain – best known as 

the technology behind the digital currency bitcoin – is the 

key to rebuilding trust, says Wong, the chairman of VeriFi 

(Hong Kong). With blockchain, there is no opportunity for 

either counterfeiting currency or fudging of figures. 

Following a cryptographic protocol, 

a single computerised ledger records financial transactions 

in sequential blocks (which cannot be removed or changed), 

so that all parties involved are privy to full disclosure to the 

process in real time.

Rebuilding trust
‘Blockchain rebuilds trust because of its ability to 

carve accounting entries in digital cement,’ says Wong. ‘The 

ledger, for all practical purposes, becomes immutable.’

With the advent of the Belt and Road initiative (BRI), the 

China-led scheme to recreate the old Silk Road trading 

routes, trust has never been more vital: the estimated 

infrastructure cost stands at US$900bn.

‘Identity is no longer 
gated by banks; 

it’s gated effectively 
by the company 

registries in each of 
the 65 economies’
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With this in mind, in 2016, in his home city of Hong 

Kong, Wong rallied the bravest in the business world to 

explore how to fully digitise trade among the 65-plus 

countries involved, leveraging blockchain technology 

and Hong Kong’s governance model. They met 

informally and privately at first, before finally going 

public in September 2017. (The ‘Chatham House Rule’ of 

confidentiality was applied to promote candour, Wong 

says, and he is still reluctant to name the group’s members, 

who currently number around 22 and represent a broad 

range of sectors, from port operators and logistics, to 

liquidity providers and professional services including 

accounting firms).

‘The Belt and Road Blockchain Consortium, as our group 

came to be known, recognised that as supply chains evolve 

into highly automated, data-driven ecosystems, they will 

need the transparency, immutability and accountability that 

blockchains provide,’ Wong says.

Common standard
Established as a not-for-profit, the consortium is working to 

create a common blockchain standard for corporate identity 

along the Belt and Road.  

It ‘needs to be non-profit as we’ve a multitude of existing 

competitors who are already competing fiercely in the 

marketplace’, Wong says. ‘The common interest is in 

reducing trade identity risk. Taking the profit motive out of 

the incentive equation reduces, but does not eliminate, the 

political and partisan complexities that inherently might 

jeopardise its long-term success.’

As Wong explains it, the BRI blockchain is a 

governance blockchain to facilitate the digitisation of 

trade along the 65 BRI countries. Participants record 

changes in legal liability associated with the trade 

process, each paying for their own Know Your Customer 

verification, so that everyone conforms to the same business 

requirements for global trade. ‘Identity is no longer gated by 

banks; it’s gated effectively by the company registries in each 

of the 65 economies,’ he explains. The value proposition is 

that, once identity is assured, business risk is reduced. 

The fact that one-third of the BRI countries follow the 

Islamic faith led to the development of a sub-sector in the 

consortium: the Halal Blockchain. An interesting idea – but 

where to start? 

‘You start with a large enough market that is of commercial 

interest, but also political interest,’ said Wong. Indonesia is 

home to the largest Muslim population, and also one of the 

first places where Chinese President Xi Jinping outlined his 

vision to build the maritime Silk Road of the 21st century, 

Wong says. 

‘It would be in everyone’s interest to export to Indonesia, 

Malaysia, Qatar and the UAE through an “internet of trade” – 

if we can agree on common standards.’

Furthermore, as no money is being made through the 

BRI blockchain, it’s compliant with the sharia concept of 

riba – charging no interest. It’s a free and open system, 

just like the internet, and there is no technical lock-in. ‘My 

innovation of the governance blockchain, which records 

legal liability and deals with business identity risk, 

is the starting point,’ Wong explains.
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Who is Pindar Wong?
Pindar Wong, chairman of VeriFi 

(Hong Kong), is an internet pioneer 

who co-founded the first licensed 

internet service provider in Hong 

Kong and leads the Belt and Road 

Blockchain Consortium. 

In 2015, he helped organise Asia’s 

first blockchain workshops and 

sponsored the Hong Kong Bitcoin 

Roundtable, and in 2016 established the bsafe.network to 

promote applied academic research in blockchain technologies. 

He chairs the Internet Society’s Blockchain Special Interest 

Group and serves on the advisory board of CoinDesk, the news 

site specialising in bitcoin and digital currencies.

Wong also serves on the Hong Kong Government’s 

Committee on Innovation, Technology and Re-

industrialisation; as a director of the Hong Kong Applied 

Science and Technology Research 

Institute; on the Hong Kong Trade 

Development Council ICT Services 

advisory committee; and on the 

Hong Kong University of Science and 

Technology School of Engineering 

Advisory Committee.  

Provenance provider
Halal blockchain also encourages 

food provenance throughout the 

supply chain. This is enabled by the 

development in China of sensor-

equipped smart containers that not 

only verify the geolocation of each 

container but also its inside temperature, the volume of its 

contents, and whether or not the container has been dropped 

or the door opened.

‘From the container itself we are now getting data feeds to 

tell us where the container is but, more importantly, we have 

the ability to track physical things like beef and chicken: Know 

Your Customer becomes Know Your Cow. 

‘This is a radical and transformative departure from existing 

halal food provenance mechanisms,’ Wong says. ‘It’s not you 

claiming this is halal: it’s showing me the evidence, from farm 

to table. This is going to be a very big deal’.

Under its principle of provable sustainability, the 

halal blockchain also adheres to the Paris Agreement 

on climate change. Given the Islamic finance sector’s 

increasing focus on wider areas of social responsibility, such as 

environmental protection, and the pollution problems China 

faces, this ticks another box in blockchain’s marketability.

‘We have to recognise that we’re no longer dealing with 

just financial and human capital but also with social capital, 

natural capital and data capital,’ Wong says. ‘These five forms 

of capital are the new basis, and they’re going to be tracked 

by computers.’ 

But the data produced by computers and sensors needs to 

be trustworthy as well. Humans with a critical mindset might 

be able to call out fake news from real, but machines can’t do 

the same with data. This introduces a further dimension. Says 

Wong: ‘The Belt and Road infrastructure will be an automated 

way for compliance management for not only Know Your 

Customer, or Know Your Cow, but, more importantly, Know 

Your Computer.’

The traceability of a device also plays a role in the greening 

of the BRI and the flow of finance for projects. ‘You can, for 

instance, put a sensor in a power plant, and if it’s polluting 

banks will stop the money,’ Wong 

explains. Halal blockchain, combined 

with green finance, presents an 

opportunity to do something truly 

transformative, he says.

Crucial role
Wong views blockchain as essentially 

an accounting innovation – ‘a 

crypto-economic dimension that is 

not normally understood’. What’s 

more, accountants will play a crucial 

role in its implementation. While 

its architecture will be challenging, 

Wong believes that ACCA members, 

with their knowledge and insight, can 

have vital input into system design.

Blockchain, Wong says, is creating a new societal role for 

the profession in managing trust relationships, providing 

transparency and accountability, and understanding that 

the mechanism of playing that role is changing because of 

blockchain. In doing so, accountants can help reduce the risk, 

but also the cost, of doing business along the Belt and Road.

Wong goes even further. As we move to a complex world 

of digital networks that audit themselves in real-time, Wong 

believes that, ultimately, accountants ‘might make the best 

blockchain programmers, given their deep understanding of 

how to manage, and contain, business risk’. AB

Peta Tomlinson, journalist

‘Know Your 
Customer becomes 

Know Your Cow. 
This is a radical 

and transformative 
departure from 

existing halal 
food provenance 

mechanisms’
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Fixing tax and fi nance
The vast majority of large organisations are struggling to adapt their tax and 
fi nance functions to new regulation, digital change and growing cost pressures

Tax and finance functions buckling under the strain
An EY report on the tax and fi nance functions of large corporates around the 
world has found that 84% of companies are taking action to remedy defi ciencies 
in their tax and fi nance operating model. It shows tax and fi nance functions 

agree that the core skills of tax and fi nance 
staff will switch from tax and technical 

to process and technology

98%
18% Strongly agree  80% Somewhat agree

51% Lack of technological investment
28% Not enough or wrong resources
21% Lack of process and controls 

57% Are exploring outsourcing
27% Are already outsourcing
8% Have decided not to outsource
8% Have not considered outsourcing

34% Cost cut of >11% expected
40% Cost cut of 6%–10% expected
20% Cost cut of 2%–5% expected
6% No cost cut expected

94%

Re-engineering the current tax 
and fi nance function

E
xp
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t 

to
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he
 fu

nc
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n’
s 

co
st

Considering 
functional 
outsourcing

Developing point-
based solutions

Doing 
nothing, 
because 
what they 
have is fi ne

35% 25% 24% 16%

Outsourcing is a possible solution to 
the pressures on tax and fi nance.

An overwhelming 84% of the 
survey respondents (all senior 
executives) are looking to take 
positive action to address 
the challenges that their 
organisation faces with the 
current target operating model 
in the tax and fi nance function.

Several factors prevent tax and fi nance 
delivering predictable outcomes.

The cost of the tax and fi nance function is 
expected to fall over the next 24 months.

are struggling 
to keep up 
with digital 
advances, 
the need for 
transparency, 
and reforms 
of the global 

88% of 
respondents 
expect an 
increase in 
workload as a 
result of the 
various tax 
transparency 
initiatives88%

tax system. Reimagining the tax and fi nance function shows many of the 
1,722 entities surveyed are struggling to deal with these pressures. You 
can read the report at bit.ly/EY-tax-fi nance.
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Getting connected
A new report looks at the need for robust accounting infrastructure alongside 
upgraded digital skills in countries along the Belt and Road routes

Much has been said about the business 
opportunities presented by the China-led Belt and 
Road initiative (BRI). But where can professional 

accountants add value in the chain of cross-border trade 
proliferation – especially given the huge disparity of 
accounting standards along the BRI routes?

A new report, Digital Connectivity in Accounting: A boost 
to the Belt and Road Initiative, helps navigate through the 

complexities. Conducted jointly by ACCA, the Shanghai 

National Accounting Institute (SNAI) and Yonyou Group, the 

research serves as an important reference for the discussion 

on how to realise digital connectivity along the BRI routes, 

and promote harmonisation of accounting systems to 

avoid duplication.

Put simply, says Yuki Qian, ACCA 
China’s head of policy, the report 

‘breaks through the shackles’. It 

explains how the various standards, 

regulatory systems and talents 

involved can align with the 

development of international trade 

and cross-border capital flow, based 

on digitally enhanced transparency 

and sharing of data.

Qian says: ‘The purpose of this 

research is to improve the breadth, 

depth and quality of digital 

interconnection along the BRI routes.’ 

The report is timely, she adds. ‘More 

and more countries along the BRI 

routes have committed to enhance their overall IT infrastructure 

and consider the digital economy as a new engine of growth.’

Along with being an important information resource for 

ACCA members, the report will have special relevance 

for Chinese companies going global under the BRI, Qian 

believes. ‘We aimed to explore what is at stake here and set 

it out as future-ready. The ability to reshape and regenerate is 

becoming more ubiquitous. Every party involved will need to 

keep up to date with digital trends and methods in order to 

achieve a purposeful value proposition.’

For the research conducted in April 2018, leading 

accounting talents and EMPAcc students trained by SNAI, 

ACCA members and partners, and corporate clients of Yonyou 

were asked questions on accounting informatisation, digital 

competencies of accounting talents, and tax reform. A total of 

257 valid questionnaires were retrieved. 

Within the business community surveyed, the report finds 

enormous space for economic cooperation along the BRI 

routes, Qian says. More than 60% of the company respondents 

are operating in countries along the routes, while another 20% 

intend to follow suit.

‘More than 71% of these companies have set up fewer 

than 10 branches in the region, and they are still in the early 

phase of their business expedition,’ she says. ‘South-East Asia 

remains a key region for business along the BRI routes.’

‘Infrastructure construction’ remains the key area for 

respondents investing along the 

BRI routes, accounting for around 

37%, followed by investment in 

plant construction, overseas market 

expansion, industrial manufacturing, 

financial services, and outbound 

mergers and acquisitions.

When asked about their current 

situation regarding accounting 

informatisation and application, 

Chinese companies going global 

cited the normal operation of 

accounting and financial modules 

(including financial accounting and 

financial reporting) as their main 

concern, followed by accounting 

internal control and risk management modules.

Their third and fourth concerns were decision-making 

support modules (such as cost management and internal 

reporting management), and modules to improve accounting 

operational efficiency.

‘Companies believe that the core value of accounting 

informatisation and application is supporting regular 

business development, followed by improving productivity/

efficiency,’ Qian says.

Questions on digital competency revealed a general 

understanding of the technical domain, including popular 

office automation software, Chinese social media (WeChat and 

‘More and more 
countries along  

the BRI routes 
have committed 

to enhance 
their overall IT 
infrastructure’
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More information

ACCA’s Digital Connectivity in Accounting: A boost to  
the Belt and Road Initiative can be viewed at  
bit.ly/ACCA-BR-Initiative

The site and an artist’s impression of the Colombo 
International Financial City project in Sri Lanka, 
capitalising on the US$500bn projected to underpin  
the BRI infrastructure.

Weibo), and the accounting information systems. However, it 

also showed a limited knowledge of emerging technologies, 

such as big data, cloud computing, robotic process 

automation (RPA), Internet of Things (IoT), artificial intelligence 

(AI), and distributed ledger and cryptocurrency.

Among those surveyed, a professional qualification in digital 

competencies was the most common training method for 

upskilling accounting talents, followed by internal training and 

external forums.

US President Donald Trump’s tax reform and the base 

erosion and profit shifting (BEPS) action plan are also 

addressed in the report, noting the subsequent implications 

for foreign investment decisions and tax burdens on 

businesses. ‘Companies hope that the countries where 

they invest can reduce tax rates, offer tax incentives, enhance 

tax transparency, stability and legalisation, simplify tax 

collection and management procedures, and ameliorate 

law enforcement in order to increase corporate enthusiasm 

and confidence in outbound investment,’ Qian says. ‘At the 

same time, they expect China to further improve its local 

tax system, strengthen international tax coordination and 

eliminate duplicate taxation via tax treaties so as to support 

going global.’

Digital imperative
The overarching takeaway, in Qian’s opinion, is that efforts 

should be made to quicken the pace of digitalisation on the 

BRI to pave the way for connectivity. ‘The connectivity of 

accounting and business languages is urgently needed in the 

regional economic cooperation and trade activities along the 

BRI routes,’ she says.

The findings also affirm that international application of 

accounting and financial management systems relies on the 

digitalised application infrastructure and cloud service. ‘For 

Chinese enterprises going global, accounting and financial 

management will be even more difficult in a multi-regional 

context with diversified economic situations,’ Qian says.

The establishment of corporate internal control systems will 

also see huge challenges. ‘The challenge lies in risk control 

and liquidity management,’ Qian explains. ‘The globalisation 

of financing channels, diversification of financial assets, and 

fluctuation of interest and exchange rates will intensify at 

the same time. Another challenge lies in the changing tax 

landscape, as tax accounting and management need to 

comply with local tax regulations. Given that, the tax service 

system should be able to support local tax data requirements 

and realise the connectivity of different tax systems.’

Therein lies the crux of the accounting profession’s role. 

‘In addition to the right digital accounting ecosystem and 

oversight, we need professional accountants who have an in-

built digital understanding and appreciation,’ Qian says.

‘In 2016, ACCA published its ground-breaking report 

Professional accountants – the future, where we isolated the 

seven professional quotients that all qualified accountants will 

need to develop. These professional quotients are a collection 

of technical knowledge, skills and abilities, combined with 

interpersonal behaviours and qualities.

‘The digital quotient – the awareness and application of 

existing and emerging digital technologies, capabilities, 

practices and strategies – is one of these seven key areas 

and ACCA is committed to ensuring our current and future 

members can navigate all the opportunities that a digitally 

enabled accountancy profession presents. In this way, we 

hope both ACCA and our members can play a major role in 

developing a Digital Silk Road that enables the BRI to reach its 

full economic potential.’ AB

Peta Tomlinson, journalist
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Blow the fog away
If carbon taxation is to become an effective tool in combating climate change, it 
needs to be better understood by governments and public alike

No one was surprised when Irish prime minister Leo 
Varadkar announced an increase in the country’s 
carbon tax rate in August 2018. As the years have 

gone by, revenues from the tax – which was introduced in 
2010 and applies to kerosene, marked gas oil (reduced-
rate diesel for pleasure craft), liquid petroleum gas, fuel oil, 
natural gas and solid fuels – have had a positive impact on 
the government’s fi nances, helping to reduce the national 
debt and boost welfare provision. 

Around the world, such measures 

to combat climate change are 

rare, although increasing, and their 

effectiveness is under scrutiny. 

Kurt van Dender, head of 

environment and tax at the 

Organisation for Economic 

Co-operation and Development 

(OECD), says: ‘New carbon taxation 

schemes are being introduced, but 

we estimate that they make not a lot 

of difference [to emissions] because 

either the coverage is too broad or 

the rates too low.’ According to a 

recent OECD study, Effective Carbon Rates 2018, 46% of carbon 

emissions in 42 OECD and G20 countries are not taxed at all. 

It is generally agreed that carbon pricing (see panel) is set 

too low. According to the OECD’s report, existing pricing 

falls 76.5% short of the real cost of carbon, conservatively 

estimated at €30 per tonne of CO2 emissions. Resistance from 

lobbyists and misunderstanding of carbon pricing are among 

the most signifi cant factors explaining the shortfall.

The need for effective carbon 

pricing is urgent. The 2015 Paris 

Agreement on climate change 

pledged to keep the rise in average 

global temperature to well below 

2°C above pre-industrial levels, and 

to try to limit the increase to 1.5°C. 

‘To fulfi l the Paris Agreement, the 

carbon price needs to reach €60 a 

tonne by 2020 and €80 by 2030, and 

the carbon pricing gap needs to 

decline to zero,’ says van Dender.

That’s a wide gap to bridge. 

Perhaps the gloomiest portent for 

the planet’s environment was the 

‘Cutting corporate 
or labour taxes 

is a very sensible 
way to use carbon 
tax revenues, and 

the key to building 
public support’
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The US carbon dividends plan
A campaign in the US for a carbon tax has been launched 

by the Climate Leadership Council (CLC), backed by former 

Republican secretaries of state George Shultz and James Baker, 

as well as Democrat politicians and fossil fuel companies such 

as ExxonMobil. The plan involves: 

* a carbon tax starting at US$40 a ton and rising over time 

* returning the proceeds of the tax to citizens as a reward 

for reduced carbon footprint

* border adjustments – a tax on imports from any country 

without a carbon tax and a rebate for exports to any 

country with one, to provide a level playing field

* a simplification of climate regulations.

CLC senior vice president Greg Bertelsen says: ‘By returning 

all of the revenue to households, the Baker-Shultz plan ensures 

that the American people come out furthest ahead. For these 

reasons, this approach is overwhelmingly popular, regardless 

of political affiliation.’

What is carbon pricing?
Carbon pricing charges entities for their emissions of carbon 

dioxide, and helps shift the burden for the climate change 

consequences of those emissions back to those responsible. 

The carbon price is the amount paid for the right to emit 

carbon dioxide into the atmosphere.

Emissions trading systems (ETS) and carbon taxes are 

the two main forms of carbon pricing. An ETS sets a cap on 

the total level of greenhouse gas emissions, with a central 

body (typically a government) allocating permits to release 

a specified quantity of greenhouse gas; those with surplus 

allowance can sell it on to those who want more, creating a 

market price for greenhouse gas emissions. A carbon tax is 

typically a direct levy on the carbon content of fossil fuels. 

rejection of a carbon tax bill by the US House of Representatives 

in July 2018. A renewed effort to price carbon is now under way, 

supported by veterans of the Republican party (see panel).

Yet the Irish initiative, alongside others in Sweden, Portugal 

and a handful of other countries, suggests that progress 

is possible. Several approaches are open to policymakers 

seeking an effective solution to the issue, with perhaps the 

most workable involving an improved policy structure that 

visibly rewards the public from the carbon tax revenue. 

Another is better communication of the benefits of the 

revenue raised by a carbon tax rather than just its cost. 

Currently the taxation of carbon is usually blamed for raising 

heating and power bills, which hits the most vulnerable 

elements of society particularly hard. However, as van Dender 

explains: ‘The direct effect of an energy tax tends to be 

progressive in terms of equity… because the rich use more 

energy.’ Even so, the absolute price of energy can impoverish 

those on the lowest incomes.

That is why some of the benefits of carbon taxation need 

to be explained. ‘It doesn’t make sense to make statements 

about inequality or energy poverty without making statements 

about revenues,’ says van Dender. Carbon tax revenues can 

be used to raise business or taxpayer incomes by, for example, 

funding cuts in corporate or employment taxes. 

In addition, when a carbon tax is introduced, the temptation 

to keep the rate as low as possible may weaken the 

environmental signal the tax sends out. Instead, van Dender 

suggests cuts in other taxes could be made to compensate 

taxpayers, and that fact should be broadcast more widely to 

encourage acceptance. ‘Cutting corporate or labour taxes is a 

very sensible way to use the revenues, and the key to building 

public support,’ he says.

Perhaps an even greater challenge is to improve 

collaboration between finance and environmental 

professionals, whether in government or business. ‘People 

who are interested in the environment don’t generally speak 

to people who work on tax or finance,’ says van Dender. ‘It’s a 

connection that’s not often made.’ 

This disconnect has already been experienced by 

governments. In Mexico, for example, the environment 

ministry started considering the introduction of an emissions 

trading scheme when the finance ministry launched a carbon 

tax in 2014 to raise revenue.

‘They started to compete with each other for the ability 

to govern carbon prices, which clouds the issue,’ says van 

Dender. ‘Quite often if you introduce carbon pricing, the 

environment ministry says you should use it to fund green 

investments. Its argument is often to keep [revenue from the 

tax] in the environmental field, and it may attempt to exclude 

financial people from decision-making.’

Richer people can also be powerful and skilled lobbyists, 

and are well placed to campaign against a tax on energy, 

which they consume more of than the rest of the population. 

Until carbon taxation is better understood and accepted, 

governments will continue to have to rely heavily on other less 

effective tools such as energy efficiency policies to reduce 

carbon emissions. ‘If we continue at this rate, we won’t close 

the carbon gap until 2095,’ van Dender points out. AB

Elisabeth Jeffries, journalist
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The human factor
Professional accountants will need to reassess their relationship with technology  
as the number of areas where automation meets emotional intelligence increase

What does it mean to be human? What makes you 
who you are? Is it your body? Your emotions? 
Your soul? Your brain? All your experiences? 

As a human, you are all of this and more. You think and feel. 

You are capable of complex cognitive and intellectual feats 

and of high levels of motivation and self-awareness. But in 

a world where artificial intelligence (AI) is taking over tasks 

that require memorisation and logic, how will your human 

intelligence retain its advantage? What’s your superpower 

going to be?

The answer could be emotional intelligence. ‘This is 

an area that ACCA has been exploring,’ says Narayanan 

Vaidyanathan, head of business insights at ACCA. ‘We know 

that to thrive now and into the future professional accountants 

need an optimal and evolving combination of professional 

competencies or quotients.’ Each of these quotients consists 

of a collection of technical knowledge, skills and abilities, 

combined with interpersonal behaviours and qualities. ACCA 

has identified seven (see panel on page 42), including one for 

emotional intelligence (EQ).

For professional accountants, ACCA characterises EQ as 

‘the ability to identify your own emotions and those of others, 

harness and apply them to tasks, and regulate and manage 

them’. New ACCA research has investigated what the current 

state of EQ looks like around the profession and what the 

implications of technology development may be for EQ.

A very different future 
For its research, ACCA looked at six areas of impact – 

change readiness, cognition and learning, ethics 

and beliefs, human-machine interaction, 

increased diversity, and shifting power – 

then considered the implications for five 

emotional competencies that are key to 

the EQ of professional accountants: 

growth mindset, self-knowledge, 

perspective, empathy and influence. 

‘The purpose of this work is not to 

dive into the psychology of EQ 

but to contextualise it for the 

accounting profession,’ says Vaidyanathan. Doing this will help 

to prepare accountants for a very different future. 

Rachel Grimes, technology CFO at financial services 

company Westpac and president of the International 

Federation of Accountants (IFAC – the global body for the 

accountancy profession), says: ‘It is vital that the profession 

embraces technology so that we and the next generation 

of accountants are agents of change, helping to shape the 

technology agenda, not simply following it. Cloud-based 

computing, hosted applications, big data and the rise of 

machine learning are already transforming the way we work. 

As the quantity and sources of data increase, the need for 
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human accountants 

to understand context, 

interpret nuance and 

apply professional 

judgment also grows.’

New symbiosis
Professional accountants also 

need to reassess their relationship 

with technology itself. Lynn 

Morrison, ACCA panel member 

and leader of EY Oceania’s China 

assurance practice, is anticipating 

a paradigm shift. ‘Relationships 

between humans and technology are 

changing fundamentally,’ she says. ‘We will need to challenge 

the way we think of work and understand the pros and cons of 

this changing relationship. We will have to learn how to build 

and manage our relationship with technology and manage the 

impact both personally and professionally.’ 

There has always been a symbiotic relationship between 

accountants and technology, but in future it will need to 

be stronger and more intimate. ‘Accountants have seen 

technology as a tool to help us work more efficiently, to 

‘As the quantity 
and sources of data 

increase, the need 
for accountants to 

understand context, 
interpret nuance and 

apply professional 
judgment also 

grows’

perform better and to automate 

boring tasks in the past,’ 

says Morrison. ‘With further 

technological advances in areas 

of robotic process automation, 

AI and blockchain, etc, we can 

predict that some tasks will be 

completely replaced by technology 

in the future. 

‘Accountants need to be 

more resilient in this transition 

process, have an open, growth 

mindset about continuously 

reskilling ourselves – in particular 

those human skills – and focus on 

more important judgmental and strategic areas.’

Morrison sees a future where human processing units and 

computer processing units will be working together, learning 

from each other and achieving more through their close 

collaboration than either could achieve alone. The skillsets of 

collaboration and technology are increasingly overlapping, 

as highlighted in the recent Chartered Accountants Australia 

and New Zealand (CA ANZ) report The Future of Talent: 
Opportunities Unlimited.
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Seven quotients for success
ACCA introduced its professional quotients for success in 

2016, based on global research undertaken for its report 

Professional accountants – the future: Drivers of change 
and future skills. Looking ahead to 2025, it recognised 

that the accountant of the future will need a changing mix 

of professional competencies and a blend of technical 

knowledge, skills and abilities, along with interpersonal 

behaviours and qualities. The quotients cover seven areas: 

*  technical and ethical

*  experience

*  intelligence

* digital awareness

*  creativity

*  vision

*  emotional intelligence. 

ACCA has deepened its research into these areas, and its 

latest global research, which surveyed 4,500 accountants, 

focuses on EQ. Emotional quotient in a digital age looks 

at the growing significance of EQ. The report considers 

various technology developments and trends that may affect 

human cognition and learning, change readiness, ethics and 

beliefs, interaction with machines, diversity, and power shifts. 

It then assesses their implications 

for emotional competencies such 

as adaptability, empathy, identity, 

influence and self-knowledge. 

Understanding these interactions 

is vital for professional accountants 

in the fast-changing digital work 

environment.

departments will no longer be necessary. However, as Matthew 

Campbell, technology audit director at KPMG, says: ‘Knowing 

how to interact with and leverage the knowledge of hundreds 

if not thousands of individuals through cognitive technology 

will drive a different skillset in finance professionals.’ 

The profession’s use of AI technologies and techniques 

is not yet widespread, but it is already informing and 

enhancing decision-making by professional accountants in 

companies and practices across numerous specialist areas. 

Developments in financial statement audit may exemplify the 

future direction for the profession by showing how existing 

technologies are changing established ways of working, 

how emerging technology trends may undermine business 

models and institutional power structures, and how factors 

such as these increase the importance of EQ. Auditors 

and other professional accountants will need emotional 

competencies that allow them to adapt to technology-

enabled transformations much faster than they have ever 

needed to in the past.

Some professional accountants may need to develop 

new social competencies and technology skills if they are 

to inspire, encourage and direct compellingly in peer-

to-peer environments. Ways of developing and exerting 

leadership, influencing, motivating, mentoring team 

members and developing and 

demonstrating empathy will become 

increasingly important. 

The wider implications of this 

shift are eloquently explained by 

Rachel Botsman, lecturer at Oxford 

University’s Saïd Business School and 

expert on trust and the collaborative 

economy. In her book Who Can You 
Trust? How Technology Brought 
Us Together – and Why It Could 
Drive Us Apart, she places the world 

on the cusp of a massive social 

change driven by technologies that 

are rewriting the rules of human 

relationships. ‘We might have lost 

faith in institutions and leaders, but a new world order is 

emerging,’ she declares. 

If accountants are to adapt successfully to this shift they 

will need to understand how trust is built, managed, lost 

and repaired in an age of distributed trust and increasingly 

smart machines, and carefully assess the implications for EQ. 

Otherwise they will need to develop another superpower. AB

Lesley Meall, journalist

‘Knowing how 
to leverage the 

knowledge of 
hundreds of 

individuals through 
cognitive technology 
will drive a different 

skillset in finance 
professionals’

Vital interaction
Futurist and researcher Mark Pesce 

suggests opening up finance teams 

and accountancy firms to collaborate 

more closely with colleagues and 

with technology itself: ‘Every time 

we have a basic question we reach into our pocket, take out 

a smartphone and get the answer from Google, Wikipedia 

or Siri,’ he points out. ‘So we are already creatures who are a 

combination of human intelligence and machine learning.’ 

In the future, what accountants and software tools can learn 

from each other will expand, and members of the profession 

will no longer be limited by their personal knowledge or 

the length of their career. The pyramid structure that has 

traditionally characterised accountancy firms and finance 
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Better hiring decisions

Rob Yeung talks about candidate 
selection at bit.ly/ACCA-playlist

Selection satisfaction
Unstructured interviews, psychometric tests, punishing whole-day assessments? 
Rob Yeung looks at which candidate selection methods work best

questions – have a predictive validity of 

only 0.20.

Clearly, hiring managers should 

discuss the skills and behaviours they 

are looking for and decide on questions 

to ask before interviewing candidates. 

Knowing exactly what you are looking 

for is a prerequisite for finding it.

Another observation is that untrained 

interviewers are much more likely 

to make judgements based on first 

impressions than trained interviewers. 

As a result, they tend to be less able to 

identify good candidates.

Yet another finding: candidates 

interviewed via videoconferencing tend 

to receive lower ratings than those 

interviewed face to face. Interviewers 

should therefore interview all candidates 

either face to face or via video.

There is also a paradox in terms of 

using the more rigorous and time-

consuming selection methods. It is not 

uncommon for graduate candidates to 

spend a day at an assessment centre 

completing multiple interviews, written 

tests, presentation exercises and role-

playing scenarios. By contrast, many 

executives are hired after only a handful 

of face-to-face interviews, despite 

research suggesting that selection 

methods can have the most benefit at 

these senior levels.

Testing competencies
In one study, researcher Craig Russell 

tracked the performance of 98 divisional 

general managers within a Fortune 50 

If you manage a team, how much time 
and money do you put into training your 
people as opposed to selecting only the 
best candidates in the first place? 

Most organisations offer training in 

emotional intelligence, leadership and 

other interpersonal skills, but research 

suggests that such training generates 

only a moderate return on investment 

(ROI) and that investment in selection 

methods tends to have a higher ROI. 

As one HR director once told me: ‘It’s 

better to keep trash out than have to 

train trash to do a good job.’

Recruitment selection methods 

include job interviews, assessment 

centres and psychometric tests as ways 

of measuring candidates’ likely job 

performance. They are also often used 

to gauge leadership potential. But what 

methods should you use – and why?

Predicting performance
To measure the effectiveness of 

different candidate selection methods, 

researchers calculate predictive validity, 

which is the ability of a selection 

method to predict subsequent job 

performance. A predictive validity of 

zero implies that a method is no better 

than tossing coins or rolling dice to 

choose candidates; a predictive validity 

of 1 indicates the method finds the best 

candidate 100% of the time.

Canadian researchers Willi Wiesner 

and Steven Cronshaw found that 

structured interviews – where 

interviewers ask predetermined 

questions of all candidates for the same 

role – have a predictive validity of 0.63. 

Unstructured interviews – involving 

conversations without predetermined 

Candidates 
interviewed via 

videoconferencing 
tend to receive 

lower ratings than 
those interviewed 

face to face
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More information

Dr Rob tweets @robyeung

If you have a question for the talent 
clinic, email abeditor@accaglobal.com

Get CPD units by answering 
questions on this article at 
accaglobal.com/abcpd

in order to give myself the best chances of fi nding a 

rewarding position elsewhere?

A You are right to be thinking ahead. Immediately 

start raising your profi le externally. Update and 

rewrite your LinkedIn profi le. Look at the profi les of other people with 

similar experience to you and look at elements that you can incorporate into your 

own. If you have the time, perhaps set up a new Twitter profi le, follow sources and 

individuals that you admire, and begin commenting on topical issues too.

More importantly, make it a priority to set up face-to-face meetings with the 

people in your extended network. Naturally, you are busy, but make the time to 

arrange a couple of meetings every week. Perhaps meet for a drink after work or the 

occasional breakfast meeting. Your goal is not to promote yourself directly, but to 

engage in conversations so that people are reminded of not only who you are but 

also what you do. Then, in the months to come, when you might need favours such 

as recommendations or referrals, you will have already bolstered your relationships 

with these people.

Also, refl ect on what you would like from your ideal next step. Rather than just 

accepting a similar job within the same industry, ask yourself what you would like 

from your career. What would help you to feel more fulfi lled in terms of a company’s 

culture or the work that you do? A job move is a valuable opportunity to review what 

you want from your work and your life.

Tips for the top 
Do you feel that you’re ready for a promotion? Studies suggest that you are unlikely 

to be the best judge of your own readiness. Recent research by Shai Davidai and 

Thomas Gilovich found that most people overestimate the career barriers and 

diffi culties that they have overcome.

For example, consider two employees named Jacob and Maryam. While 

Jacob probably sees only some of Maryam’s struggles, he can certainly list all of 

the problems that he himself overcame. As a result, Jacob feels that he is more 

deserving of promotion. Maryam, on the other hand, is well aware 

of everything she has had to do to succeed, but sees only 

part of Jacob’s efforts. So Maryam likewise believes that 

she merits promotion more.

If you want to achieve your next promotion, ask for 

feedback from multiple knowledgeable individuals 

who are able to identify the weak spots that you 

cannot see within yourself. Only by puncturing the 

illusions that you hold about yourself can you make a 

proper plan for developing yourself and achieving your 

next career step.

Dr Rob’s talent clinic

Q The department where I work 

is just beginning a major 

restructuring. I can foresee signifi cant 

redundancies being made within the 

coming year. What should I be doing 

company. Each division had its own 

profi t and loss account and revenues in 

excess of US$125m. The managers 

had been hired through a rigorous, 

competency-based selection 

process lasting at least six hours. 

Over a three-year period, Russell 

estimated that the competency-

based process resulted in an 

additional US$3m in annual profi t 

per candidate selected. His study 

confi rms that selection methods 

have the greatest ROI at senior rather 

than junior levels.

Russell’s study also identifi ed that 

the competencies or skills that help 

managers to succeed in the short term 

differ from those that help them to 

achieve longer term results. Within 

the fi rst year, the managers’ skills at 

fi nancial analysis and dealing with 

operational issues were the strongest 

predictors of their business units’ 

fi nancial performance. After three years, 

their skills at managing and developing 

people, communication, and creating 

the right climate were better predictors 

of business unit performance.

It is likely that good general managers 

were able to exert strong controls over 

raw materials and other capital assets 

within the fi rst 12 months. Efforts to 

improve the culture, skills and ways 

of working within their business units 

probably reaped benefi ts that were 

detectable only after more time. AB

Dr Rob Yeung is an organisational 

psychologist at leadership consulting 

fi rm Talentspace: talentspace.co.uk
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Fighting on all fronts
An in-house startup is one option for organisations looking to fend off disruptor rivals, 
but rolling your own disruption involves pulling off a tricky management balancing act

Take the retail banks in the UK and 

elsewhere; for many years they have 

come under assault from a range of new 

competitors challenging the traditional 

model. Those competitors include 

digital operators such as Starling Bank, 

which exploits machine learning and 

artificial intelligence (AI) to generate 

insight into how customers are spending 

their money so they can make better 

financial decisions. 

Anne Boden, chief executive of 

Starling Bank, says it has been able to 

gain an edge over traditional banks 

that are stuck with legacy thinking 

by employing the technology and 

approach of Silicon Valley. ‘We’ve built 

all our technology from scratch to give 

consumers the best possible banking 

experience,’ she says.

In recent weeks it has emerged that 

Royal Bank of Scotland (RBS) is planning 

to roll out a standalone digital consumer 

bank in the UK as it seeks to fend off 

growing competition from challenger 

banks. Expected to be launched in 

2019, the service has been named 

Bó (Danish for ‘to live’) and will be a 

separate, digital-only bank for personal 

customers. A recent press report 

suggests RBS aims to move one million 

existing customers to the new mobile-

only banking platform from its NatWest 

subsidiary, although no customer will be 

forced to switch. 

The approach of RBS conveys 

the urgency with which many large, 

established companies are seeking 

ways to counter the threat of disruption 

by launching their own home-grown 

startups. Key to many examples is the 

application of technologies such as AI.

‘No matter the industry, a corporation 
consists of business units with finite 
life spans: the technological and 
market bases of any business will 
eventually disappear.’ So declared 
Clayton Christensen and Joseph Bower 
in their 1995 article in the Harvard 
Business Review entitled ‘Disruptive 
Technologies: catching the wave’. It 
was an early attempt to capture the 
sense of growing business disruption.

Since then more and more corporate 

leaders have recognised the challenge 

created by the so-called waves of 

disruption that are impacting on their 

businesses. This largely technology-

based disruption is characterised by 

new sector entrants with cheaper, 

better products and services – small 

but growing businesses that can be far 

nimbler than established competitors 

and therefore able to steal market share 

before the traditional sector leaders 

have had time to respond.

The sense of multiple threats is even 

hard-wired into the thinking of leaders 

who are running corporates with the 

most robust business models. For 

example, Prisca Havranek-Kosicek, who 

last year became CFO of Danish biotech 

company Novozymes (which dominates 

the global enzymes market and is 

frequently hailed as one of the world’s 

most sustainable companies), says: 

‘We are preparing for an environment, 

linked to disruption, that is much more 

volatile, complex and more ambiguous 

than ever for any company in the world. 

Being ready for that change will be 

the key to success, not just across my 

planning horizon, but for the rest of my 

professional life.’

‘Powerful fiefdoms 
in profitable parts 

of the business 
might seek to limit 

the threat of the 
internal disruptor 
in case it eats into 

their business’

The response from business leaders 

in recent years has been to push for 

internal disruption to address the threat 

head-on. ‘The business environment 

is constantly changing, with new 

technologies as important actors,’ says 

Lebene Soga, fellow in entrepreneurship 

and leadership at Henley Business 

School. ‘Consequently, businesses 

need to address challenges posed by 

disruption, either in their own settings, 

that of their competitors or the business 

environment as a whole, if they wish to 

remain competitive or relevant.’

Soga says that applying the concept 

of internal disruption offers businesses 

the opportunity to be first among 

equals, ‘which then guarantees a lead 

in the market – at least before their 

competitors either catch up or overtake 

in some cases’.

Corporate take-up
There are many examples of how 

companies are addressing disruption by 

launching their own alternative products 

and services. 
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The challenges
Soga says that while AI 

certainly has the capability 

to drive internal disruption, 

there are major 

challenges with 

applying the 

technology 

effectively. ‘From 

my research standpoint 

and philosophy, AI should 

not just be considered as 

a technological tool that 

businesses must use to drive 

disruption; it must be considered 

as having its own ability to change the 

course it was originally set to achieve by 

the business. 

This approach, Soga says, means 

that the business must be alert to 

AI’s own needs if it is to benefit from 

the advantages that AI offers. He 

explains: ‘For example, AI might require 

that employees engage differently, 

it might challenge a former way of 

working, it might make other work 

practices redundant; and so on. This 

understanding of AI as having a life of 

its own would make the business parent 

it by steering it in a way that makes 

disruption non-distractive.’

There is also a fundamental challenge 

in getting the board to buy into an 

internal disruptor. ‘From my research, 

buy-in at board level could be slow, but 

bottom-up buy-in has the ability to get 

the board to appreciate the technology,’ 

Soga says. ‘In either case, ground-level 

or bottom-up buy-in is strongly needed 

to drive the change.’

Juggling act
But there are also deeper, more 

profound management issues that could 

limit corporate efforts to disrupt from 

within. James Berry, assistant professor 

at UCL School of Management, London, 

points to the problems of how to 

manage the ongoing business while 

nurturing the disruptor.

‘How do you ensure the right 

resources are flowing into both the 

traditional business and the disruptor?’ 

he asks. ‘Business leaders must also 

be aware that powerful fiefdoms in the 

profitable parts of the business might 

seek to limit the threat of the internal 

disruptor, which they fear will in time eat 

into their business. Financial services 

would be a classic example of this.’

There’s even a name for business 

chiefs able to manage both sides 

effectively: the ambidextrous leader 

– executives who can manage the 

traditional businesses while effectively 

supporting the disruptor. Their goal is 

to drive through innovative gains while 

continuing to maximise current profits. 

Berry, referencing an article from 

2004 in the Harvard Business Review by 

Charles O’Reilly and Michael Tushman 

called ‘The ambidextrous organization’, 

says the key to success is to ensure that 

the right processes and culture are in 

place for both the legacy business and 

the disruptor, and that the senior team 

is equipped to oversee this. If that is the 

case, a combination of the old and new 

can be very powerful cocktail indeed. AB

Lawrie Holmes, journalist
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Dream becomes reality
The imminent application of the new leases standard will promote balance sheet 
transparency – with major consequences for many sectors. Adam Deller explains

The rise of the bucket list is a relatively 
recent phenomenon, with people 
sharing lists of must-see places to visit 
or thrill-seeking activities like sky-diving 
to try during their lives. Here in the 
fi nancial reporting world, though, we 
like to keep things a bit more prosaic. 

In 2008, David Tweedie, then chairman 

of the International Accounting 

Standards Board (IASB), joked: ‘One 

of my great ambitions before I die is 

to fl y in an aircraft that is on an airline’s 

balance sheet.’ This would have been 

greeted with nods of approval and 

perhaps the odd hearty chuckle – which 

is generally as animated as discussions 

about accounting standards ever get.

While Tweedie’s dream may not be as 

exhilarating as skydiving or as rewarding 

as running a marathon, it is much more 

in keeping with the outlook of the 

fi nancial reporting community.

In January 2016, the IASB issued IFRS 

16, Leases. This will replace IAS 17, 

Leases, for reporting periods beginning 

What are the changes?
The major change, and the one this 

article will examine, is that under IFRS 16 

there will no longer be any distinction 

between operating and fi nance leases in 

the fi nancial statements of lessees. 

Currently, entities account for an item 

as an operating lease if most of the risks 

and rewards have not transferred to 

them. In this case, they simply record a 

rental expense on a straight-line basis 

over the lease term, with no long-

term asset or liability recorded. This 

accounting treatment will cease to exist, 

except in the case of low-value items, or 

for short-term leases (under 12 months).

This means that entities will be 

required to include a right-of-use asset 

and an equivalent liability, at the present 

value of lease payments.

For many entities, this will mean 

that a signifi cant amount of assets 

and liabilities that were previously not 

recorded and shown only in the lease 

commitments disclosure note will 

on or after 1 January 2019, so many 

companies are yet to adopt it. At the 

same time, the Financial Accounting 

Standards Board (FASB) in the US has 

issued a similar update to leases, in the 

form of ASC 842, Leases.

In this article, we will start with a recap 

of the major differences between the 

standards, before considering their 

potential impact across a variety of 

industries, and how this may differ from 

the changes in US GAAP.

IFRS 16 will 
largely end 
the practice 

of significant 
leased property 
assets being ‘off 

balance sheet’
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American Airlines, or Volkswagen to 

Ford, will require a restatement of one 

of the parties because of this confl icting 

profi t-or-loss treatment of leases.

Financial statement impact 
The proposed lease changes will have 

a signifi cant impact on many of the key 

fi nancial statement ratio calculations 

used in assessing the performance or 

position of an entity. The gearing or 

leverage ratios will increase, as there will 

be additional liabilities brought into the 

debt element of the calculation. 

While gearing calculations will 

deteriorate, EBITDA (earnings 

before interest, tax, depreciation and 

amortisation) fi gures are likely to rise 

for companies applying IFRS 16. This 

is because operating lease rentals will 

no longer exist and will be replaced by 

depreciation and fi nance costs, both of 

which are excluded from EBITDA. As 

stated earlier, this will prevent EBITDA 

comparability between entities applying 

IFRS 16 and some US companies 

choosing to record items in profi t or loss 

as operating leases under ASC 842.

The calculations of return on capital 

employed (ROCE) will reduce under 

both IFRS and US GAAP, as any increase 

in operating profi t is not proportionate 

to the increase in capital employed. In 

its most recent quarterly report, BMW 

now be included in the statement of 

fi nancial position.

This will largely end the practice of 

signifi cant leased property assets being 

‘off balance sheet’, as they will all now 

be brought on. A likely result of this is 

that some entities will approach real 

estate transactions in a different way. 

Previously, it may have been preferable 

to occupy premises under an operating 

lease rather than take on debt to fi nance 

the assets in order to keep the level of 

borrowing low. This will no longer be 

the case, and procurement teams are 

likely to engage in lengthy discussions 

about whether new assets should be 

leased or bought.

There will also be a resulting change 

in the statement of profi t or loss. 

Currently all rentals of operating leases 

are shown as an operating expense on a 

straight-line basis, so the same amount 

is expensed each year. Under the new 

model, there will be both depreciation 

and a fi nance cost. 

This is likely to mean that operating 

profi t increases, as the expense 

is effectively split between the 

depreciation (in an operating expense) 

and fi nance costs. However, there may 

be higher expenses in the earlier years 

of the lease through the application 

of the actuarial method of applying 

interest to the outstanding lease liability. 

The interest expense will be higher in 

the earlier years, as the outstanding 

lease liability balance is higher.

While the impact of ASC 842 on 

the statement of fi nancial position is 

comparable to that proposed under 

IFRS 16, it is important to note that its 

impact on the statement of profi t or 

loss is not. Unlike IFRS 16, ASC 842 still 

allows items to be recorded as either 

operating or fi nance leases, similar to 

the current situation, so entities could 

continue to record a simple annual 

rental expense if they choose. 

This will make international 

comparisons of competitors diffi cult in 

industries where some large companies 

report under IFRS and some under 

US GAAP. Comparing Lufthansa to 

Retailers will be 
hugely affected, 

as the sector’s 
fixed asset base is 

largely leased on 
longer-term, non-
cancellable leases
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another of the UK’s large retailers, 

has a KPI showing a measure of total 

indebtedness that includes the present 

value of future rentals payable under 

operating leases. 

Like many other entities, both Tesco 

and John Lewis explicitly state in their 

financial statements that this figure 

will not be an appropriate proxy for 

the expected impact of recognising a 

lease liability under IFRS 16. This will be 

due to the difference in discount rates 

used and the treatment of additional 

lease rentals arising from contracts that 

contain extend-or-buy conditions.

The airline industry – the original focus 

of Tweedie’s dream – will also be heavily 

impacted, as most airlines hold aircraft, 

ground facilities and terminal space 

under leases. The scale of the impact 

can be seen from American Airlines’ 

31 December 2017 year-end figures: it 

had 421 aircraft under operating leases 

and US$11.7bn in future operating 

lease commitments, compared with 

the US$34bn it currently holds within 

property, plant and equipment.

This effect will be repeated all across 

the airline industry, as lease liabilities 

find their way onto the statement of 

financial position. 

As in the retail sector, most larger 

companies acknowledge that IFRS 16 

will have a sizeable impact but stop 

has questioned the future significance 

of ROCE as a performance indicator.

The lease standard change will not 

fundamentally affect the cashflow of the 

entity, merely how it is displayed, but it 

probably will affect valuations. 

Leverage ratios will rise across the 

sector as a result. Currently, most 

bank-rating models don’t factor in 

‘accounting changes’, so entities will 

probably need to discuss with their 

banks about redrawing some covenants 

under the post-IFRS 16 landscape.

Major industries affected
Retailers will be affected in a huge way, 

as the retail sector’s fixed asset base is 

largely leased, often on longer-term, 

non-cancellable leases. The scale 

of the changes can be gauged from 

the UK’s largest supermarket chain, 

Tesco, showing £34bn liabilities on 

its statement of financial position but 

disclosing a further £11.4bn in future 

operating lease commitments. 

Many companies are already 

incorporating these operating 

lease commitments into some key 

performance indicators (KPIs) as a 

measure of debt. Currently, Tesco has 

included £7bn of these (discounting the 

future operating lease commitments 

to present values) in its calculation 

of total indebtedness. John Lewis, 

short of quantifying that impact. One 

exception, though, is Ford, with the car 

maker estimating that the standard will 

add approximately US$1.5bn to US$2bn 

in assets and liabilities to its statement 

of financial position.

Application
Some entities have stated that they will 

apply IFRS 16 retrospectively, adjusting 

the prior-year financial statements; 

others have taken the option to apply it 

prospectively but adjust for the overall 

impact on retained earnings. In the year 

to come, this will make comparability 

more of a challenge and certainly means 

that users will need to carefully read and 

understand how the entity has applied 

the change.

Tweedie may no longer be IASB 

chairman, but he is tantalisingly close 

to crossing this particular item off 

his bucket list and achieving a long-

held dream. Reports that he will don 

a parachute and skydive out of that 

aircraft are as yet unconfirmed. AB

Adam Deller is a financial reporting 

specialist and lecturer
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Technical update
A monthly roundup of the latest developments in taxation, audit, codes,  
standards, agreements, guidance and consultations across Asia Pacific

requiring suppliers to maintain digital 

service supply records for Singapore 

customers only, and not also foreign 

customers, as in an earlier draft. 

Another change is that the government 

will provide more information on 

specific tax rules, such as transitional 

arrangements for supplies straddling 

the implementation date for GST on 

imported services. 

Revenue collection up
The Inland Revenue Authority of 

Singapore (IRAS) collected SG$50.2bn 

(US$36.3bn) in tax revenues during the 

2017/18 financial year, up 6.8% from 

2016/17. This partly reflected 3.6% GDP 

growth in 2017, according to the IRAS’s 

latest annual report.

New investment structure
The Monetary Authority of 

Singapore (MAS) has finalised a new 

corporate structure for investment 

funds: the variable capital company. 

They can be used by both open- and 

closed-ended investment funds 

employing international or Singapore 

accounting standards. 

Rules set out
The MAS has also released a 

monograph setting out detailed 

guidance in how it will enforce city-

state rules binding its financial industry, 

indicating when it will impose warnings, 

fines, bans or other actions. 

Five more minutes
The Singapore Stock Exchange has 

proposed introducing a new five-minute 

securities market trading session after 

Mainland China

Pension tax changes 
The Chinese government has released 

new regulations on taxing income 

from pension investments made by 

China’s National Council for Social 

Security Fund, effective from 20 

September. According to the China 

state administration of taxation, income 

from loan interest and financial product 

transfers should be exempt from VAT. 

Moreover, while investment returns 

from the national pension fund will 

not be taxed, brokers running pension 

investments will have to pay income 

tax under the new rules. Stamp duty 

will be refunded if a pension fund is 

used for securities trades. However, 

stamp duty will not be taxed if securities 

are transferred between pension 

fund accounts. 

VAT refund rates rise
China’s finance ministry has raised 

export-VAT refund rates for 397 

exported goods. Among others, these 

include semiconductors, chemicals 

and electronics, and products deemed 

to be promoting Chinese culture. The 

new rates have been effective from 

15 September 2018. This was the first 

time that China has raised its export tax 

refund rates since the US-China trade 

war started in March.

Hong Kong

New standards released
The Hong Kong Institute of 

Certified Public Accountants has 

released details of revised Hong Kong 

Financial Reporting Standards effective 

for annual reporting periods beginning 

1 January 2018. The new rules cover 

HKFRS 9, Financial Instruments; 

HKFRS 15, Revenue from Contracts 
with Customers; and HK(IFRIC) – Int 

22, Foreign Currency Transactions and 
Advance Consideration. 

Trading warning
The Hong Kong Stock Exchange 

has proposed a new rule requiring 

suspension of trading in an issuer’s 

securities if an auditor indicates it will 

issue a disclaimer or adverse opinion 

on preliminary results. Trading in the 

securities would resume once the issuer 

has addressed the problems highlighted 

by the auditor. 

Auto-exchange agreement
An arrangement between 

mainland China and Hong Kong on 

conducting the automatic exchange 

of financial account information 

in tax matters came into effect 

on 6 September. The Hong Kong 

Inland Revenue Department started 

exchanging the relevant information 

with mainland tax authorities in the 

same month, following Organisation for 

Economic Co-operation & Development 

common reporting standards. 

Singapore

GST bill moves forward 
Singapore’s finance ministry has 

accepted changes proposed through 

public consultation to a draft Goods 

and Services Tax (Amendment) Bill 

2018. Examples include the government 
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Hong Kong SFC releases green finance strategy
The Securities and Futures Commission (SFC) of Hong Kong has announced a 

strategic framework to develop green finance. A priority will be to enhance listed 

companies’ consistent and comparable disclosure of environmental information, 

emphasising climate-related risks and opportunities. The SFC will also help asset 

managers clarify how and to what extent they factor environmental criteria into their 

investment processes and risk assessments; it will also facilitate the development of 

more green investment opportunities through internationally compatible disclosure 

guidance, working with the Hong Kong Stock Exchange to promote green financial 

products including bonds, indices and derivatives. 

to issue a prospectus, just a product 

highlight sheet. The range of corporate 

bonds and sukuk that can be offered to 

retail investors has also been expanded, 

enabling them to access existing 

corporate bonds and sukuk currently 

traded by sophisticated investors in the 

over-the-counter (OTC) market. 

New institute launches
An Institute of Corporate Directors 

Malaysia has been established to 

enhance the professionalism and 

effectiveness of corporate directors in 

Malaysia. Its key objectives will be to 

promote excellence, integrity and high 

skills and professional competence 

among corporate directors. 

Guidance from IRBM
The Inland Revenue Board of Malaysia 

has released detailed guidance on the 

the closing auction routine ends. 

Participants will execute orders at 

closing auction prices set during the 

closing auction routine in ready and unit 

share markets. 

Service counter move
The Singapore Accounting and 

Corporate Regulatory Authority service 

counter has moved to a new Taxpayer 

and Business Service Centre at the 

government’s Revenue House, being 

co-located with services from the Inland 

Revenue Authority of Singapore, the 

SME Centre and CorpPass. 

Open for collaboration
The ASEAN Financial Innovation 

Network has announced the launch of 

API Exchange (APIX), an online global 

fintech marketplace and sandbox 

platform for financial institutions. A 

crossborder, open-architecture platform, 

it will enable financial institutions and 

fintech firms to connect and conduct 

collaborative experiments. 

Malaysia

All change for rotation
Malaysia audit partner rotation rules 

will change for periods beginning on 

15 December 2018, affecting key audit 

partners of public interest entities 

(PIE), with the time allowed for these 

auditors to serve in the same role rising 

to a maximum of seven years. The 

time required for an audit partner of a 

PIE to cool off will also increase for an 

EP partner (up to five years) or EQCR 

partner (up to three years); there is no 

change for other audit partners. 

Bond access liberalised
The Securities Commission Malaysia has 

announced the liberalisation of controls 

governing retail access to the country’s 

bond and sukuk (Islamic bond) market. 

Qualified issuers will no longer need 

computation of income tax payable 

by Malaysian residents, as well as the 

assessment of taxable income. The 

board has also released guidance on 

the tax treatment of qualifying building 

construction and purchase expenditure 

and the computation of industrial 

building allowances

Support for start-ups
Malaysia’s central bank Bank 

Negara Malaysia, the UN Capital 

Development Fund and the Malaysia 

Digital Economy Corporation have 

launched a digital finance innovation 

hub to help financial institutions 

and fintech start-ups to widen the 

availability of finance to low-and-

medium income citizens. AB

Keith Nuthall and Wang Fangqing, 

journalists 
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Focus on the grantor
As Malaysia moves to an accrual accounting system under the MPSAS framework, 
Ramesh Ruben Louis looks at service concession arrangements by the grantor

as service concession assets. These are 

assets used to provide public services 

in a service concession arrangement 

that is provided by the operator. The 

operator constructs, develops, or 

acquires the asset from a third party or 

it is an existing asset of the operator. It 

could also be provided by the grantor 

as an existing asset of the grantor or an 

upgrade to an existing asset. Examples 

of service concession assets include 

highways, airports, sea ports, water 

distribution facilities, energy supply and 

telecommunication networks and other 

non-current tangible or intangible assets 

used for administrative purposes in 

delivering public services.

The grantor recognises concession 

assets if:

a) It regulates or controls what services 

the operator must provide with the 

asset, to whom it must provide them 

and at what price.

b) It controls any significant residual 

interest in the asset; through 

ownership, beneficial entitlement or 

otherwise, at the end of the term of 

the arrangement. 

In this third edition of the Malaysian 
Public Sector Accounting Standards 
(MPSAS) series (see the September 
issue for the second part), we take 
a close look at the accounting for 
service concession arrangements by 
the grantor, a public sector entity, 
as prescribed by MPSAS 32 Service 
Concession Arrangements: Grantor. 

The spirit behind this standard 

is to mirror Interpretation 12 of the 

International Financial Reporting 

Interpretations Committee, Service 

Concession Arrangements (IFRIC 

12), which sets out the accounting 

requirements for the private sector 

operator in a service concession 

arrangement. As such, the scope, 

principles for recognition of an asset 

and terminology are consistent with 

the applicable guidance in IFRIC 12. 

However, because MPSAS 32 deals 

with the grantor’s accounting issues, it 

addresses the issues identified in IFRIC 

12 from the grantor’s point of view. 

The standard also contains extracts 

from SIC Interpretation 29, Service 

Concession Arrangements: Disclosures. 

A service concession arrangement is a 

binding arrangement between a grantor 

and an operator (usually a private sector 

entity) in which the operator uses the 

service concession asset to provide a 

public service on behalf of the grantor 

for a specified period of time and 

the operator is compensated for its 

services over the period of the service 

concession arrangement.

Common features of a service 

concession arrangement are: 

a) The grantor is a public sector entity.

b) The operator is responsible for at 

least some of the management 

of the service concession asset 

and related services and does not 

merely act as an agent on behalf of 

the grantor.

c) The arrangement sets the initial 

prices to be levied by the operator 

and regulates price revisions over 

the period of the service concession 

arrangement.

d) The operator is obliged to hand 

over the service concession asset 

to the grantor in a specified 

condition at the end of the period 

of the arrangement, for little or 

no incremental consideration, 

irrespective of which party initially 

financed it.

e) The arrangement is governed 

by a binding arrangement that 

sets out performance standards, 

mechanisms for adjusting prices, 

and arrangements for arbitrating 

disputes.

Service concession assets
Service concession arrangements 

commonly evolve around assets, known 
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accounted for in the same way as an 

exchange of non-monetary assets in 

MPSAS 17 and MPSAS 31. 

After initial recognition or 

reclassifi cation, service concession 

assets shall be accounted for as a 

separate class of assets in accordance 

with MPSAS 17 or MPSAS 31, as 

appropriate.

Service concession liability
Where the grantor recognises a service 

concession asset, it also recognises 

a liability. However, no liability is 

recognised when an existing asset 

of the grantor is reclassifi ed as a 

service concession asset as discussed 

earlier, except in circumstances where 

additional consideration is provided by 

the operator. The liability recognised 

For a ‘whole-of-life’ asset (an asset used 

in a service concession arrangement for 

its entire useful life), only the condition 

(a) needs to be met.

Service concession assets are 

measured initially at fair value. In 

particular, fair value is used to determine 

the cost of a constructed or developed 

service concession asset or the cost 

of any upgrades to existing assets, 

on initial recognition, except for an 

existing asset of the grantor that meets 

the conditions of a service concession 

asset as mentioned above. For existing 

assets, the grantor shall reclassify the 

existing asset as a service concession 

asset to be accounted for in accordance 

with MPSAS 17 Property, Plant, and 
Equipment or MPSAS 31 Intangible 
Assets, as appropriate. 

The use of fair value on initial 

recognition does not constitute 

a revaluation under MPSAS 17 or 

MPSAS 31. The fair value of a service 

concession asset determined on initial 

recognition largely depends on the type 

of compensation exchanged between 

the grantor and the operator. Where 

payments are made by the grantor to 

the operator, the fair value on initial 

recognition of the asset represents 

the portion of the payments paid to 

the operator for the asset. Where the 

grantor does not make payments to 

the operator for the asset, the asset is 

The MPSAS 
32 standard 

addresses the 
issues identified 
in IFRIC 12 from 

the grantor’s 
point of view 

is initially measured at the same 

amount as the service concession asset 

measured, adjusted by the amount of 

any other consideration (for example, 

cash) from the grantor to the operator, 

or from the operator to the grantor. 

The grantor recognises concession 

liability depending on the way the 

grantor compensates the operator. This 

is determined by reference to the terms 

of the binding arrangement and, when 

relevant, contract law. 

In exchange for the service concession 

asset, the grantor may compensate 

the operator for the asset by any 

combination of these two models 

or approaches: 

a) Financial liability model The grantor 

compensates the operator for 

the construction, development, 

acquisition, or upgrade of a service 

concession asset by making a 

predetermined series of payments. 

The MPSAS standards relating to 

financial instruments (MPSAS 28, 29 

and 30) apply to the measurement, 

recognition and presentation and 

disclosures of this financial liability

b) Grant of a right to the operator 
model The grantor compensates 

the operator for the construction, 

development, acquisition or 

upgrade of a service concession 

asset and related services by 

granting the operator the right to 
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More information

Get CPD units by answering 
questions on this article at 
accaglobal.com/abcpd

time period, or amount, as 

appropriate) of: 

i. Rights to use specifi ed assets.

ii. Rights to expect the operator 

to provide specifi ed services 

in relation to the service 

concession arrangement.

iii. Service concession assets 

recognised as assets during 

the reporting period, including 

existing assets of the grantor 

reclassifi ed as service 

concession assets. 

iv. Rights to receive specifi ed 

assets at the end of the service 

concession arrangement.

v. Renewal and termination 

options. 

vi. Other rights and obligations 

(such as major overhaul of 

service concession assets)

vii. Obligations to provide the 

operator with access to service 

concession assets or other 

revenue-generating assets.

d) Changes in the arrangement 

occurring during the reporting 

period.

The disclosures above are provided 

individually for each material service 

concession arrangement or in 

aggregate for each class of service 

concession arrangements. A class 

is a grouping of service concession 

arrangements involving services of a 

similar nature such as toll collections, 

telecommunications, or water 

treatment services). AB

Ramesh Ruben Louis, professional 

trainer and consultant in audit and 

assurance, risk management and 

corporate governance, corporate 

fi nance and public practice advisory

earn revenue from third-party users 

of the service concession asset or 

another revenue-generating asset 

(for example, a private wing of a 

hospital where the remainder of 

the hospital is used by the grantor 

to treat public patients, or a private 

parking facility adjacent to a public 

facility). The grantor accounts 

for this liability as the unearned 

portion of the revenue arising from 

the exchange of assets between 

the grantor (a service concession 

asset) and the operator (an 

intangible asset). 

The grantor’s treatment of revenues and 

expenses depends on these models. 

Under the fi nancial liability model, 

the grantor allocates payments to the 

operator according to their substance 

as a reduction in the liability, a fi nance 

charge, and charges for services 

provided by the operator. 

Under the grant of a right to the 

operator model, the grantor earns 

the benefi t associated with the assets 

received in the service concession 

arrangement in exchange for the 

right granted to the operator over 

the period of the arrangement. 

The grantor recognises revenue and 

reduces the liability according to the 

economic substance of the service 

concession arrangement.

Disclosures
The following information in respect 

of service concession arrangements in 

each reporting period is to be disclosed 

by the grantor: 

a) A description of the arrangement.

b) Significant terms of the arrangement 

that may affect the amount, timing, 

and certainty of future cashflows 

(for example, the period of the 

concession, repricing dates, and 

the basis upon which repricing or 

renegotiation is determined)

c) The nature and extent (quantity, 

The use of fair 
value on initial 

recognition does 
not constitute 
a revaluation 

under MPSAS 17 
or MPSAS 31
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The route to the top
Roundtables in Hong Kong and Singapore hosted by ACCA and Hays debated the 
findings of a report exploring the ingredients for a successful and effective CFO

To be a competent CFO in 
Asia, one has to be versatile, 
have an open mind to learn 
and adapt, and watch out 
for red flags to protect the 
organisation. These were 
the conclusions of recruiters 
and financial professionals 
at the recent roundtable 
discussions held by ACCA 
and finance recruitment 
specialist Hays. 

The roundtables, which 

took place in Hong Kong 

and Singapore, were held 

to launch a new report from 

Hays: DNA of a CFO – The 
makings of a Chief Financial 
Officer in Asia. 

Among the 411 CFOs and 

finance leaders surveyed, 

over half hold CPA or ACCA 

qualifications and have been 

in the industry for six to 15 

years before landing the top 

job. But it takes more than 

just qualification and years of 

experience to excel at work. 

The report provides insights 

into the personal traits and 

technical skills required, with 

the aim of helping aspiring 

CFOs better understand 

the challenges they face, as 

well as preparing them for 

transitioning into the top 

finance role.

‘A CFO needs to have a 

comprehensive skillset and 

keep learning every day,’ said 

Eunice Chu, head of policy at 

ACCA Hong Kong.

Chu noted that CFOs 

should display the seven 

different traits identified by 

ACCA’s extensive research 

project, Professional 

accountants – the future. 

Besides technical and 

ethical skills, a CFO has to 

be creative and be aware of 

digital technologies.

‘You also need vision 

to be able to anticipate 

the future, emotional 

intelligence to know how to 

handle people, 

intelligence 

to keep on 

learning, and 

experience 

skills to 

understand 

the situation 

from different 

perspectives 

before 

proposing a 

solution,’ she 

explained.

Positive attitude
Andrew Ling, finance 

director at Pizza Hut Hong 

Kong and Macau, and 

Ernest Wong, president 

and group CFO at KVB 

Kunlun Holdings, spoke from 

personal experience.

‘A positive and can-do 

attitude is important,’ 

said Ling. ‘Every time you 

push away a responsibility, 

you also push away an 

opportunity to learn more.’

For Wong, having 

an ambitious attitude 

and the ability to look 

at things in different 

dimensions matters. 

‘Instead of only reporting 

the figures, I interpret them 

from the investment point 

of view, so I can tell a story 

through the figures,’ he said. 

‘For example, what does the 

future hold? What are the 

risks? What outlook should 

the management focus on?’

Over half of the CFOs 

and finance leaders 

surveyed by Hays think 

‘strategic planning’ is 

the most important 

ability, while 38% point to 

‘commercial acumen’. 

Panellists at the Hong 

Kong discussion noted that 

a CFO needs to develop a 

sense of how business runs 

and should be done in order 

to be a competent business 

partner to the CEO.

‘Being a finance 

professional, we need to 

have financial knowledge, 

but more important is 

to walk in and learn the 

business model of the 

company,’ said Chu.

Ling agreed. ‘You need 

to know the actual scene 

happening on the ground 

and also have the balcony 

view, so as to make 

strategic planning to give 

directions to the business,’ 

he added.

The Singapore event 

began with a broad overview 

of the report by Grant 

Torrens, business director at 

Hays Singapore, followed 

by a series of discussions 

exploring personal 

development and the 

business challenges faced 

by CFOs.

Srinivasan Venkita 

Padmanabhan, president 

and global head of 

corporate finance at Olam 

International, shared his own 

journey and encouraged 

attendees to focus on 

developing themselves first 

as a way to prepare for the 

CFO role.

‘DNA is about who you 

are,’ he said. ‘If you can’t 

lead yourself, how can you 

lead the team?’

A recurring issue was 

that while many finance 

professionals tend to be 

‘Every time you 
push away a 

responsibility, you 
also push away 

an opportunity to 
learn more’
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Chiew Chun Wee 
shared his insights at 
the Singapore event.

Panellist during one of the sessions in Hong Kong were 
(from left): Andrew Ling; Ernest Wong; Eunice Chu; 
and Adrian Lam, business manager, Hays Hong Kong.

technically proficient, they 

are often introverted, thereby 

lacking the natural desire to 

speak up and ‘be heard’ in 

higher level discussions.

‘People often think 

that if you have enough 

credibility in the boardroom, 

you should be invited to 

the party, but that’s not 

necessarily true,’ said Zichen 

James Qiu, head of finance 

at eBay Southeast Asia/

Japan/Israel, alluding to the 

fact that traits like charisma 

are at least as important as 

domain expertise.

Fine balance
Amos Ng, CFO at Straco, 

pointed to the fine balance 

that a finance leader needed 

to strike between the crucial 

stewardship role and the 

equally important position as 

a business enabler. 

‘We are comfortable 

with black and white, but 

in today’s complex world, 

the CFO will need to help 

the business navigate the 

different shades of grey,’ 

he said. ‘Don’t be a show-

stopper. Manage risks, but 

be proactive in offering 

alternatives as well.’

Another challenge that was 

brought up was the danger 

of being too comfortable. 

‘As CFO, you don’t have that 

safety blanket,’ said Jeremy 

Gocalek, financial planning 

director, Asia Pacific, at 

Cushman & Wakefield. ‘You 

need to start relying on other 

people and need to take 

more risks.

Chiew Chun Wee, ACCA’s 

regional head of policy for 

ASEAN ANZ, summed up 

the discussion. ‘Recognise 

that even if nature holds you 

back, nurture yourselves and 

get out of the back office; go 

out and learn things beyond 

finance,’ he said. ‘Recode 

your DNA. Be prepared so 

that when you are put in 

the position, you can be an 

exemplary CFO or CEO.’ 

Redundant role?
Another key question 

that was discussed at 

the Singapore event was 

whether the current CFO role 

would become redundant 

due to the increasing 

effectiveness of robotics 

and analytics. 

Ross Bowerbank, section 

manager for senior finance 

recruitment at Hays, said that 

a common fear among CFOs 

is that jobs are being taken 

over by bots. 

Darrell Tan, director of 

hotel performance, hotel 

finance, at Hyatt Hotels, 

and member of the ACCA 
Singapore Network Panel, 
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More information

To obtain a free copy of DNA of a CFO, visit bit.ly/hays-dna

said that he did not expect a 

quantum leap over the next 

10 years. ‘It’s hard to replace 

the intuition and the face-to-

face interaction,’ he said.

Peter Fleming, Deskera 

Holdings CFO, agreed, 

noting that the CFO role was 

more strategic and visionary, 

and that they should be the 

ones driving change rather 

than being replaced. 

John Myerscough, 

executive director of finance 

at Avon, believed that bots 

are most effective at the 

transactional level but having 

a senior director onsite is 

still something essential for 

business continuity.

However, Seow Zhi Yuan, 

regional finance director, 

Asia Pacific at Wilhelmsen, 

took a more pro-bot 

stance, especially when it 

comes to delivering on the 

expectations for finance to do 

more with less. 

‘If bots can do the job, 

it’s easier to manage them 

locally than having a remote 

shared services centre,’ he 

said. ‘Also, it frees up our 

time and budget for more 

important things such as 

human development.’

Indeed, raising the 

competency of staff was a 

common sentiment among 

the attendees. To achieve 

this goal, many of them 

provided suggestions such 

as carving out time for 

personal development, as 

well as encouraging an open 

and honest culture. 

Better prepared
Gocalek also talked about 

job rotations as a way for 

managers to help retain 

qualified staff. It can prevent 

competent people from 

getting bored while allowing 

them to further build 

their experience. Another 

advantage is that the team 

might better perform 

overall as there is then more 

flexibility and less reliance on 

one particular individual for 

specific tasks.

After all, disruption isn’t 

always a bad thing, and 

“dealing with uncertainty can 

often be an opportunity in 

hiding.” 

Citing the Hays report 

and examples shared during 

the discussions, Joseph 

Alfred, head of 

policy at ACCA 
Singapore, said 

that greater 

competition 

meant that 

CFOs needed 

to build 

commercial 

savviness.

Chu pointed 

out that 

government 

policies – 

such as the Greater Bay Area 

initiative which will connect 

11 cities in the Guangdong-

Hong Kong-Macau region 

– may invite more players 

to intensify competition in 

certain industries. 

Speaking from a financial 

perspective, Wong is more 

concerned about inflation 

and outflow of funds.

‘Rates will stay high in 

the coming months,’ he 

said. ‘There is also a lot of 

pressure on fundraising due 

to the exchange rate for the 

Hong Kong dollar.’

He also described how 

the ongoing trade dispute 

between China and the 

US has clouded economic 

prospects, which Chu also 

suggested CFOs to keep an 

eye on.

These concerns are broadly 

in line with those of the 

finance leaders surveyed, who 

believe that the economic 

environment, managing risk 

and the digitalisation of the 

economy are among the top 

business challenges in the 

coming year. AB

Elise Mak and Rufus Tan, 

journalists

‘Recode your DNA. 
Be prepared so 
that when you 
are put in the 

position, you can 
be an exemplary 

CFO or CEO’

Joseph Alfred, Chiew Chun Wee and Ross Bowerbank at 
the Singapore roundtable.
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Council update
ACCA’s governing body met at the Adelphi in London last month and was updated 
on strategic performance and the activities of a number of committees 

Council met on Thursday 
20 September in London. 
The meeting featured 
discussions and decisions on 
several important matters.

* The president updated 

Council on his and the 

officers’ activities since 

June, including attending 

events in Botswana, 

Zimbabwe, China, 

Malaysia, Singapore and 

the UK.

* The chief executive gave 

a presentation focusing 

on strategic performance 

to 31 July 2018 and key 

strategic matters.

* Council broke into 

groups to consider the 

findings of research on 

emotional intelligence in 

a digital age.

* Council approved 

the appointments to 

standing committees, the 

International Assembly 

and the public interest 

oversight boards for 

2018-19.

* Council considered 

feedback from the June 

Council meeting held in 

Beijing and agreed the 

approach for determining 

future locations for 

Council meetings to be 

held outside London.

* Council noted the 

final draft of the AGM 

Booklet, which will be 

distributed to members.

* Council noted a report 

from the Qualifications 

Board, including the 

review of the June 2018 

examination results.

* Presentations were 

made by the chairmen 

of Governance Design 

and Remuneration 

committees focusing on 

their oversight roles and 

current work plans.

* Council received 

reports from the Audit 

Committee meeting 

held in August and the 

Governance Review 

Implementation Task 

Force meeting held in 

September.

The next Council meeting is 

in London on 15 November. AB
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All about you
Members have been invited to answer 10 questions about themselves. Here is a selection. 

What was your 
path to ACCA 
membership?

You are 
stranded on 

a desert island. 
What would you 

rather read?

Have you 
ever worked in 
another country 

as an ACCA 
member?

You’re working 
on an important 

presentation. 
How do you 
concentrate?

ACCA members have gathered at events around the 
world seek out their names on the wall.

What’s your connection? 
As the wall celebrating 200,000 members comes down this month, ACCA continues 
festivities by asking members how they are linked to the global ACCA family

As part of its celebrations 
to commemorate hitting its 
200,000-member milestone 
this year, ACCA has been 
encouraging members to 

share what connects them to 
their global ACCA ‘family’.

Members have been 

invited to answer 10 

questions about themselves 

and their experience of 

being an ACCA member. The 

results, benchmarked against 

other members’ responses 

around the world, have been 

shared with respondents as 

a personalised infographic, 

updated in real time as 

more members take part. 

Highlights of some of the 

responses are shown below.

ACCA’s 200,000-member 

celebrations come to an end 

this month, with an official 

closing ceremony for the 

wall – a list of all members’ 

names, where you can also 

leave your own message – 

at the World Congress of 

Accountants in Australia on 

6 November. 

The online version of the 

wall will be available until 

29 November so, if you 

haven’t already done so, 

visit 200k.accaglobal.com to 

find your own name and add 

a comment. AB
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Pat Hayle signs the wall in Jamaica after finding her 
name on the 200,000-member list.

ACCA members in St Petersburg assemble to 
celebrate ACCA’s 200,000 member milestone.

Vera Starodubtseva, head of ACCA Russia, joins in 
the fun with members in Moscow.

ACCA Caribbean head Shelly-Ann Mohammed with 
International Assembly member Vintoria Bernard.

The challenge of fitting 200,000 members’ names onto 
the wall means a magnifying glass can come in handy.

Sergey Dontsov in Moscow manages to find his 
name among the rest of the ‘ACCA family’.
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ACCA president Leo Lee spoke about how 
members can help bring positive change.

Shaping the future
ACCA’s International Assembly met in London in September to hear about 
trends and developments affecting the profession

‘Working together, shaping 
the future’ was the theme of 
ACCA’s 22nd International 
Assembly, which took place 
at its headquarters, The 
Adelphi, in London on 18-19 
September.

Among the highlights were 

a presentation from keynote 

speaker Dr In-Ki Joo, deputy 

president of IFAC, about 

some of the key global 

issues IFAC is currently 

focusing on, including the 

digital revolution, competing 

for talent, and the role of 

the profession in fighting 

corruption. 

ACCA president Leo Lee 

talked about how members 

can bring about positive 

change by working together. 

And Helen Brand, ACCA’s 

chief executive, updated 

attendees on ACCA’s 

achievements over the 

last year and looked at the 

strategy for next year.

Other topics addressed 

during the two-day event 

included ‘telling the ACCA 

story with impact’, delivering 

member value going 

forward, and trends shaping 

our future world and how we 

can respond. AB
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International Assembly member from 
Russia Oxana Losevskaya.

Dato’ Lock Peng Kuan, IA member and 
deputy chairman of ACCA Malaysia. 

Chief executive Helen Brand talked about ACCA’s 
achievements over the last year.
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More informationMore informationMore informationMore informationMore information

Detail about the event is available at bit.ly/ACCA-sus-fin18

What drives ACCA forward
ACCA has published its seventh annual integrated report (IR), the fourth prepared in accordance 

with the international IR framework. It offers readers – especially members, students, learning 

providers and employers – an insight into ACCA’s strategic thinking, encompassing its strategy, 

governance, performance and prospects. Read it at annualreport.accaglobal.com.

Paul Tang: ‘It is important to take sustainable finance out of 
the green corner and make it mainstream.’

Mainstream ESG
ACCA and ShareAction pioneer scaling up human rights 
metrics to feed into the EU’s sustainable finance agenda

The role of human rights in 
the EU’s sustainable finance 
agenda is indispensable 
and yet currently limited, 
partly due to a lack of 
reliable data. This concern 
was addressed at a 
conference co-hosted by 
ACCA and responsible 
investment charity 
ShareAction, in Brussels, 
Belgium, in September.

More than 100 global 

experts attended the 

event. They examined the 

state of play of human 

rights data – including 

how corporate activity 

influences human rights – 

and developed concrete 

recommendations for 

scaling up high-quality 

human rights metrics to be 

applied to the sustainable 

finance agenda. 

Participants included EU 

decision-makers, non-

governmental organisations, 

investors and financial 

services professionals. 

‘It is important to take 

sustainable finance out 

of the green corner and 

make it mainstream,’ said 

Dutch MEP Paul Tang. 

‘Every investor should 

have a duty to take ESG 

[environmental, social and 

governance] factors into 

account. This should apply 

to every participant in the 

financial market and every 

product, not just to products 

with labels.’

Jimmy Greer, ACCA’s 

head of sustainability, said: 

‘High-quality information 

that comes from businesses’ 

engagement on, and 

evaluation of, human rights 

issues is critical for building 

better economies and is an 

essential piece of making 

finance more sustainable.’ AB
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