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Welcome
The power of connections is the key ingredient in enabling both finance professionals 
and the organisations they work for to thrive and move up to the next level

regular column on page 44, our careers 

expert Dr Rob Yeung warns of the lure 

of vanity metrics, arguing that it isn’t 

the number of connections that matter 

but how you nurture the individuals in 

your circle.

Looking further afield, we consider 

how Singapore, once an important 

link along the ancient Maritime Silk 

Road, has developed into a global 

financial hub that is well positioned to 

partner with Chinese companies on 

Belt and Road initiative projects (page 

24). On page 32, we discover how the 

Big Four firms are leveraging on the 

connectivity of economies in Asia Pacific 

and seeking opportunities to set up 

legal practices in the region to assist 

clients in their investment in emerging 

markets. We also look at a new ACCA/

CPA Canada report, which argues that 

accounting professionals play a crucial 

role in infrastructure projects and are 

best equipped to ensure they stay on 

financial track (page 36). AB

Colette Steckel, Asia editor

colette.steckel@accaglobal.com

Connections are the threads that weave 
their way throughout our personal 
and professional lives. They keep us 
grounded while offering opportunities 
to soar; they enable us to advance while 
forging our own history, and they help 
us to share our experiences as well as 
learn from them. Regardless of how 
many connections we might have – from 
a tight-knit group to a vast number of 
links – we, and the businesses we work 
for, have the potential to thrive through 
the alliances that we make.

This month marks the start of 

ACCA’s latest theme, ‘the power of 

connections’, which celebrates the ways 

in which members have taken their 

careers to the next level through being 

connected. In the pages of this issue, 

you’ll find a selection of articles along 

this theme.

On page 30, we look at how SMPs are 

banding with peers around the world to 

expand and reap the benefits of joining 

an accounting alliance, while on page 

56, we hear from finance professionals 

about their reasons for building 

networks for professional growth. In his 

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

Leadership
President: Robert Stenhouse FCCA
Deputy president: Jenny Gu FCCA
Vice president: Mark Millar 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  

219,000 members and 527,000 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
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AB is circulated to all members in print 

and digital formats. ISSN No: 1460-406X 
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The recent death 
toll on Everest has 
increased concerns that 
overcommercialisation 
of the world’s 
highest mountain is 
leading to dangerous 
levels of overcrowding as 
climber numbers surge.

Gaming fans play The 
Crew 2, created by 
French video-game 
company Ubisoft, which 
is bringing its start-up 
incubator to Singapore. 
The programme will 
offer blockchain support 
and help to improve 
gamers’ experiences.

Korean director Bong 
Joon-Ho’s social satire 
won the Palme d’Or at 
the Cannes Film Festival 
in France. Parasite is the 
first Korean movie to 
win the coveted title – 
doing so as the country 
celebrates a centenary 
of filmmaking.

Mukesh Ambani, Asia’s 
richest man, has bought 
iconic toy store Hamleys. 
The 259-year-old chain 
was sold by Hong 
Kong-listed C Banner 
International Holdings 
to the Indian billionaire’s 
Reliance Brands for an 
undisclosed amount. 
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Asia’s cities get innovative 
Asian cities are moving up the innovation rankings, with 

Tokyo, Singapore and Beijing among the top five most 

innovative cities globally. According to new research from 

global real estate consultant JLL, these tech-savvy cities 

have attracted close to US$100bn worth of real estate capital 

over the past three years. However, Hong Kong failed to 

rank among the top 20, performing poorly in spending on 

research, development and patent generation of technology.

The Innovation Geographies report reveals that in addition 

to drawing capital, innovation-oriented cities with highly 

skilled workforces also attract corporations interested in 

hiring the best employees. ‘Innovation plays a key role in 

driving the economic growth of cities by attracting investors 

and companies,’ says Dr Megan Walters, head of Asia Pacific 

Research at JLL. 

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

Avoidance exposed 
Ten jurisdictions are 

responsible for over 

half (52%) of the world’s 

corporate tax avoidance 

risks as measured by the 

Corporate Tax Haven Index. 

Over two-fifths of global 

foreign direct investment 

reported by the International 

Monetary Fund is booked 

in these 10 countries, 

where the lowest available 

corporate tax rates averaged 

0.54%. The top three ranked 

jurisdictions are part of the 

British-controlled network of 

satellite jurisdictions – British 

Virgin Islands, Bermuda and 

Cayman Islands – followed 

by the Netherlands, 

Switzerland, Luxembourg, 

Jersey, Singapore, the 

Bahamas and Hong Kong. 

Cyber hunt 
The Big Four accountancy 

firms are now the UK’s top 

cyber recruiters, according 

to new data released by 

the world’s largest job site, 

Indeed. Its data shows that 

cyber roles account for one 

in every 17 (5.95%) new 

KPMG recruits, and one in 

20 (5.08%) new hires at PwC. 

EY and Deloitte complete 

the cyber hirers’ top four, 

with cyber roles making up 

1.99% and 1.47% respectively 

of their current job vacancies. 

Indeed says the introduction 

of regulations such as the 

European Union’s General 

Data Protection Regulation 

have driven much of 

this demand. 

Fintech pact 
The non-profit Asia-Pacific 

Future Financial Research 

Institute (AFF) has called for 

international communication 

and cooperation on the 

fintech era. Speaking after 

the Monetary Authority 

of Singapore and the AFF 

signed an agreement 

to promote academic 

exchanges, information 

sharing and research 

cooperation on fintech 

between Singapore and 

China, Du Yan, executive 

president at AFF, said 

regulators from different 

jurisdictions need to 

promote innovation in 

financial services to enhance 

financial inclusion globally. 

‘Additionally, different 

institutes should share 

knowledge and cooperate 

on innovation,’ she said. 

We would like to make 

joint efforts to construct 

a better financial eco-

environment and promote 

responsible innovations.’  

Change agents 
A cultural shift in the 

profession acknowledged by 

90% of accountants surveyed 

suggests the coming 

decade will see changes in 

their firms’ hiring practices 

and business services. 

According to global research 

conducted by Sage, 82% of 

respondents said they were 

considering recruiting from a 

non-traditional background, 

while 43% expected new 

accountants joining the 

profession to have industry 

experience outside 

accounting. The report 

asserts that the accountancy 

profession ‘will need to bring 

in new skill sets and update 

business processes to meet 

customer expectations or 

risk losing out to competing 

firms’. It also recommends 

training programmes be 

updated so that firms can 

keep pace with innovation 

and evolving client demands. 
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Vietnam is Asia’s rising star 
Vietnam’s economy is the ‘rising star’ of Asia and could be 

bigger than Singapore’s by 2029, finds a DBS Bank report. 

Strong foreign investment inflow and productivity growth in 

the coming years are expected to underpin GDP growth in 

the 6%-6.5% range over the next decade, following the 7.1% 

growth of 2018, the second fastest among all Asian economies.  

More importantly, notes the report, Vietnamese policymakers 

are now focusing on longer term economic stability and 

sustainability, rather than the pace of growth per se.

Near-term risks 
Despite earlier expectations 

for strong growth, Fitch 

Solutions believes that 

Myanmar’s economy faces 

rising downside risks due to 

its deteriorating international 

reputation and rising 

instability. Western investors 

in particular could shy away 

from the country, deepening 

its reliance on investment 

from within the region. In 

turn, Myanmar faces near-

term risks from a slowdown 

in regional growth linked to 

China’s cyclical slowdown 

and trade tensions. On 

the upside, Fitch Solutions 

believes that Vietnam’s 

aggressive efforts to grow its 

foreign diplomatic network 

will continue over the 

coming quarters. It expects 

the strengthening of foreign 

relationships to bode well 

for foreign direct investment 

inflow and Vietnam’s goal 

of becoming a global 

manufacturing hub. 

Legal hurdle 
The Big Four have reportedly 

been told to refrain from 

practising law in India after 

an interim order was handed 

down by the Bar Council of 

Delhi. According to reports in 

local media, the order stems 

from a complaint made by 

Lalit Bhasin, the president 

of the Society of Indian Law 

Firms, on the basis that it 

is unlawful for accounting 

firms to also practice law. 

The council also directed Big 
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crucial standardised 

sustainability disclosure 

is to the world’s capital 

markets’, Zvan said.

In agreement 
ACCA has signed 

a memorandum of 

understanding (MoU) with 

the China International 

Contractors Association 

(CHINCA). Signed by 

CHINCA vice chairman 

Yu Xiaohong and Ada 

Leung, director of ACCA 
Greater China, the MoU 

will enable both parties 

to promote the role of 

accountants in foreign 

contracted projects, as well 

as helping to nurture the 

skills and knowledge of 

fi nance professionals with 

an international mindset to 

better serve infrastructure 

projects such as the Belt and 

Road initiative.  

Audit stagnates 
Initial public offerings by 

start-ups in Japan have 

reportedly hit a snag as 

auditors take more time 

checking the books at 

big clients following the 

2015 accounting scandal 

at Toshiba. Nikkei Asian 
Review reported that an 

ensuing slew of investor 

lawsuits has promoted 

auditors to examine their 

big clients more closely. This 

has cut into the number of 

accountants allocated to 

audit start-ups planning to 

go public, and ‘risks turning 

more such companies 

into “audit refugees” and 

dampening enthusiasm for 

starting new businesses 

at a time when Japan is 

struggling to catch up to 

China and the US in the 

number of unicorns (start-ups 

worth over US$1bn)’. 

Billionaires drop 
There are 2,604 billionaires 

in the world, according to 

the Wealth-X Billionaire 

Census 2019, and over 

a quarter of these ultra-high-

net-worth individuals (705) live in 

the US. China, the country with 

the second-highest number of 

billionaires, has 285, Germany 146 

and Russia 102.

In 2018, the global billionaire 

population fell 5.4% from a year 

earlier to 2,604 and their worth 

declined by 7% to US$8.6 trillion. 

The report attributed the decline to 

heightened market volatility, global 

trade tensions and a slowdown in 

economic growth.

Canada 
45

US 
705

China
285

India
82

Singapore
39

Hong Kong
87

Saudi Arabia
57

UAE
55

Brazil
49

Italy 
47

France
55

UK
97

Germany
146

Switzerland
91

Russia
102

Four fi rms to provide lists of 

all lawyers ‘who have been 

engaged by them, in any 

capacity, in any of their offi ces 

at any place’.

Scope broadens 
A survey of 1,000 Australians 

shows public demand for 

greater scope for auditors 

to prevent corporate 

collapses and address 

environmental and societal 

issues. The research, 

conducted by ACCA and 

Chartered Accountants 

Australia and New Zealand 

(CA ANZ), is as a sign ‘that 

we are at an important 

crossroads as a profession,’ 

said Amir Ghandar, 

CA ANZ reporting and 

assurance leader. ‘There 

is a new energy behind 

reimagining audit, and 

technology is opening up 

new options to deliver what 

people are looking for in 

terms of confi dence and 

reliable insights in a range 

of areas.’ 

Sustainability boost 
Fifteen additional asset 

owners and asset managers 

have joined the investor 

group advising the 

Sustainability Accounting 

Standards Board. The 

new members come 

from various countries in 

Europe, Asia and North 

America – a sign, says 

the group’s new chair, 

Barbara Zvan, chief risk 

and strategy offi cer at the 

Ontario Teachers’ Pension 

Plan, that sustainability 

disclosure is a global 

concern. Their joining 

brings to 44 the number 

of leading institutional 

investors committed 

to demonstrating ‘how 
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Singapore tops competitiveness poll
Singapore has ranked as the world’s most competitive 

economy for the first time since 2010, according to the IMD 

World Competitiveness Rankings, as the US slipped from 

the top spot, while economic uncertainty took its toll on 

conditions in Europe. Singapore’s rise to the top was driven 

by its advanced technological infrastructure, the availability 

of skilled labour, favourable immigration laws and efficient 

ways to set up new businesses. Hong Kong held on to 

second place, helped by a benign tax and business policy 

environment and access to business finance.

2019 Country 2018 Change

1 Singapore 3 +2

2 Hong Kong 2 –

3 US 1 -2

4 Switzerland 5 +1

5 UAE 7 +2

Prosperity for all 
Malaysia’s government 

has set a 10-year target for 

the country to regain its 

economic prowess so that 

all citizens can benefit from 

its prosperity. In outlining a 

new shared development 

model for the country, 

Prime Minister Mahathir 

Mohamad pledged to 

bring a ‘decent standard 

of living’ to the people 

by 2030, adding that this 

would elevate Malaysia to 

an important economic axis 

in Asia. ‘Shared prosperity 

aims at bridging the income 

and wealth gaps between 

economic classes, races and 

geographical territories,’ 

he said. 

IR gathers steam 
An increasing number 

of organisations across 

Asia are implementing 

integrated reporting as 

they realise that focusing 

solely on financial numbers 

fails to paint the full picture 

of their organisations’ 

value to investors and 

stakeholders. As reported 

by  CFO Innovation, 

Jonathan Labrey, chief 

strategy officer of the 

International Integrated 

Reporting Council, told a 

conference in Malaysia that 

corporate governance is 

there for the accountability 

of business to society but 

also investors. ‘If investors 

and society are not 

getting from companies 

the rich value that’s being 

created then there’s an 

accountability gap,’ he said. 

Korea’s Woori Accounting 

Corporation as a new 

member. To be rebranded 

as Baker Tilly Woori, the 

firm is among the top 10 

in its market, with more 

than 50 partners and 200 

industry professionals. 

Formerly a member of 

DFK International, Woori 

was established in 1997 

with a focus on providing 

small to mid-sized 

businesses with high-

quality and cost-effective 

services in audit, tax, and 

financial advisory.  

Revolving door 
CEO turnover hit a record 

high of 17% in turbulent 2018 

but a group of executives are 

holding steady, according to 

a new study by Strategy&, 

PwC’s strategy consulting 

business. The study, which 

analysed CEO successions 

at the world’s largest 2,500 

public companies over the 

past 19 years, reports that 

while the median tenure of 

a CEO has been five years, 

19% of all CEOs remain 

in position for a decade 

or more. By region, North 

American CEOs are likely 

to stay the longest (30%), 

followed by Western Europe 

at 19%, Japan and the BRI 

countries (Brazil, Russia and 

India) at 9% and China at 7%. 

Tech incentives 
The Shanghai government 

will offer tax incentives and 

funding to nurture China’s 

home-grown industry of 

producing semiconductor 

chips, South China Morning 
Post reported. At a press 

conference, the city’s vice 

mayor, Wu Qing, said 

that integrated circuits, 

artificial intelligence and 

biotechnology will be the 

three key industries that 

the municipal government 

will focus its resources 

on – signifying that China’s 

premier commercial city 

is intent on building its 

technology muscle to 

compete with the US. 

Baker Tilly expands
Baker Tilly International 

has admitted South 

EY takes crown
EY has been named Tax Firm 

of the Year in the International 
Tax Review’s 2019 Asia Tax 

Awards, a title held by KPMG 

for three consecutive years. 

However, KPMG retained its 

regional Tax Disputes and 

Litigation Firm of the Year 

title and this year pinched 

the Transfer Pricing Firm 

award from last year’s winner 

Deloitte, with KPMG also 

taking home the Asia Indirect 

Tax Firm of the Year award. AB

Peta Tomlinson, journalist
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CVi

Professor Arnold Schilder comes from a family of 

theologians and auditors. He studied theology from 1966 to 

1974, but wanted to understand more about how business 

interacts with society, so joined a predecessor firm of PwC 

in 1972, moving into international audit in 1985, as well as 

taking on several management roles in the firm. In 1998 he 

moved to take up a place on the managing board of the 

Dutch Central Bank (DCB), where he was responsible for 

banking regulation and supervision. In addition, he served as 

the chair of the Basel Committee on Banking Supervision’s 

Accounting Task Force from 1999 to 2006 and as a member 

of the Public Interest Oversight Board from 2005 to 2008. He 

remained on the DCB board until 2008, before beginning his 

decade-long tenure as chair of the IAASB in January 2009. 

He has also enjoyed a side career as a part-time professor 

of auditing at the Universities of Amsterdam and Maastricht 

from 1988 to 2009. In 2001, he was made a knight in the 

Order of Orange Nassau, a Dutch civil and military order 

of chivalry, awarded for ‘special merits for society’. He also 

received a Lifetime Achievement Award from International 
Accounting Bulletin in 2014.

A life in audit
Professor Arnold Schilder, retiring chair of the IAASB, reflects on his decade-long 
tenure and considers what the future may hold for audit and assurance

After 10 years at the helm of the International 
Auditing and Assurance Standards Board (IAASB), 
Professor Arnold Schilder stepped down last 

month. It has been a decade of great change and upheaval 
for the audit profession, with the IAASB at the forefront 
of the movement to create and maintain a set of globally 
recognised, high quality standards that serve the many 
stakeholders in today’s audits.

But it is also a time to look forward to the developments that 

will have an impact on the future of auditing and assurance: 

wider stakeholder interest, developments in emerging 

economies, shifting expectation gaps and the increasing use 

of technology will all continue to figure on the agenda for 

IAASB meetings in years to come.

Back in 2010, a year after Schilder had taken on the role of 

chairman at the IAASB, he told an ACCA Council meeting that 

the expectation gap was real, and that as auditors had to deal 

with many users and regulators, it was important to discover 

what those users and auditors expected and how those 

expectations changed over time. So, a decade on, how much 

has changed?

‘We were always educated in awareness of the expectation 

gap, and that we need to make clear what auditors can do and 

what auditors cannot do,’ Schilder says. ‘That is one half, but the 

other half is that auditors have to deliver. There are reasonable 

expectations, but speaking to colleagues in the IAASB around 

the world some would say the gap has narrowed, while 

others would say it has stayed the same, or increased. So, the 

expectation gap is a dynamic concept, one that is changing all 

the time. How you deliver on that is the key question.’

Schilder, however, points to a number of initiatives 

implemented during his time in office that have gone some way 

to reducing that gap. ‘We have developed new audit reports, 

including key audit matters, which are a complete step change 

from previous audit opinions,’ Schilder explains. This has, in 

turn, created more transparency around the audit process 

while helping to explain what is expected of an audit. ‘This 

transparency is also helped by reports on audit quality from 

individual regulators, which can be critical but also positive.’

But Schilder also observes that advances in technology 

have contributed to a widening expectation gap – now 

that whole data populations can be interrogated, there 

should be far better testing methods. At the same time, 

stakeholder pressure has required the auditing of non-financial 

information, which can be open to far wider interpretation, 

presenting greater difficulties in validation.

Distinguished service
Schilder joined the auditing profession in 1972 when he 

enrolled with a predecessor firm of PwC in the Netherlands. 

From 1998 he was a board member of the Dutch Central 

Bank, where he served until 2008, before taking up his current 

position at the IAASB the following year. During his time at 

PwC he earned a PhD in business economics with a thesis on 

auditor independence, a distinction that would have stood 

him in good stead as he took on the IAASB role.

The achievements over the past 10 years are probably 

too many to list, but Schilder points to a number of areas 
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‘The audit 
expectation gap 
is changing all 
the time. How you 
deliver on that is 
the question’
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where he believes there has been 

significant progress during his time 

with the board.

The first is the work on auditing 

estimates. The revised ISA 540, 

Auditing Accounting Estimates and 
Related Disclosures, is, Schilder 

says, a very important contribution 

to auditing. ‘It goes to the heart 

of every audit, so strengthening 

it was a major move,’ he explains. 

The revisions ensure that the 

standard continues to keep pace 

with changing markets and fosters a 

more independent, challenging and sceptical auditor mindset. 

‘The standard is asking auditors to always ask what lies behind 

the assumptions.’

It is this scepticism that is constantly reinforced throughout 

the work of the IAASB, and indeed national regulators around 

the world. This sits alongside another area of progress, the 

suite of proposed quality management standards, which 

were released in February 2019. These standards will change 

the way professional accountancy firms are expected to 

manage quality – for audits, reviews and other assurance and 

related services. ‘The fundamental change here is it shifts 

from a backward-looking quality control system to a more 

preventative, proactive approach so that auditors are sure they 

will have done the right thing,’ he explains.

The final area is non-financial reporting, with the release of 

a consultation paper in February 2019 on emerging forms of 

external reporting (EER) assurance. EER encapsulates many 

different forms of reporting, including integrated reporting, 

sustainability reporting and other reporting by entities about 

environmental, social and governance matters. ‘It is about 

exploring new ways and linking concepts, but it is also a major 

area of development for reporting, driven by a fundamental 

interest in the global environment,’ Schilder says. 

A further key area where audit is rapidly evolving, and will 

continue to do so into the future, is the use of technology in 

the audit process. ‘I am very impressed with all the possibilities 

that new technology allows auditors to apply to the process, 

but the question is, how will this impact auditing standards?’ 

Schilder asks. Already, the IAASB’s technology group is 

assisting with the revision of some auditing standards, but 

feedback suggests that the issue is not so much that the 

standards are broken, as that they were written at a time of 

less rapid technological progress.

‘We are now in the initial phase 

of a project addressing the audit 

of the future. But auditors will 

always be required to help reduce 

uncertainty about financial reporting 

with their expertise and judgment. 

Society is relying on the auditors to 

deliver, and the challenge has not 

decreased,’ Schilder says.

There is, however, one big 

question that Schilder does 

not yet know the answer to. It 

is a philosophical question, but 

nonetheless one that needs to 

be asked as auditors are required 

to delve into more financial and 

non-financial areas. ‘How much is enough?’ he asks. ‘The 

interactions between the many stakeholders means we need 

everyone round the table. Public interest has moved forward 

so much in the last 10 years.’

And Schilder has no doubt that it will continue to do so into 

the future. AB

Philip Smith, journalist

‘I am very impressed 
with all the 

possibilities that 
new technology 

allows auditors to 
apply to the process, 

but the question is, 
how will this impact 
auditing standards?’
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 In the logistics 
sector, freight 

association drivers 
are reporting as 

much as a 50% drop 
in business since 

last year

Caught in the crossfire
While Hong Kong is not directly involved in the trade war between China and the US, 
the Special Administrative Region has become stuck in the middle, says Chris Davis

According to the Chinese Manufacturers’ 

Association, around 20% of the more 

than 70,000 Hong Kong-owned factories 

operating in mainland China trade with 

the US market. In the logistics sector, 

freight association drivers are reporting 

as much as a 50% drop in business since 

last year.  

With no clear sign of a solution in sight, 

Kenneth Wong, vice chairman of ACCA 
Hong Kong and a partner in tax services 

at PwC, points out that there are 

several ways that businesses can lessen 

the impact of increased tariffs. For 

example, traders may consider whether 

their exports and imports fall into the 

exclusion categories. Meanwhile, the 

Hong Kong Trade Development Council 

has noted that use of the ‘first-sale 

rule’ – which allows exporters sending 

merchandise to the US through multiple 

locations to be charged duties based on 

the price of the initial transaction – has 

‘increased dramatically’. 

Finally, although it may seem 

premature to turn thoughts to Christmas, 

this is where the SAR’s toymakers and 

festive product manufacturers are now 

focusing their attention. Many US buyers 

have adopted a wait-and-see approach, 

despite the early autumn shipping 

deadline. While individual toys are not 

affected by tariffs, some raw materials 

are: for instance, lithium batteries. In 

Game of Thrones parlance, while winter 

is coming, the festive season could 

mean an unpleasantly chilly time for 

Hong Kong’s manufacturing, logistics 

and re-export industries. AB

Chris Davis is a freelance journalist who 

writes for business titles in Asia.

In spite of not being directly involved 
in the trade levies dispute, which has 
seen the US and China apply tariffs to 
billions of dollars’ worth of products, 
Hong Kong is unable to avoid being 
part of the collateral damage.

Although Hong Kong is shielded by 

the United States-Hong Kong Policy Act 

of 1992, as an export-oriented economy 

with nearly half of exports originally from 

mainland China destined for the US, 

the Special Administrative Region (SAR) 

unavoidably finds itself sandwiched in 

the middle of the feud. Alarm bells have 

been set ringing by economists who 

predict that the trade war is likely to 

affect more than HK$350bn worth of re-

exports that pass through Hong Kong, 

which could slice off as much as 4% of 

the city’s total trade volume. This could 

mean a serious impact on jobs. Hong 

Kong’s trade sector employs around 

478,000 people: 12% of the city’s total 

workforce. The pain the economists 

predicted was felt in April when exports 

dropped by a worse-than-expected 

2.6% over the same time period the 

previous year. Imports performed even 

worse, down 5.5% year-on-year in April.

The SAR government has now revised 

down its 2019 real GDP growth forecast 

from 3% in 2018 to 2%-3% for 2019.

Following the first round of US tariffs 

last year, Edward Yau Tang-wah, Hong 

Kong’s secretary for commerce and 

economic development, cautioned 

that SAR traders would be ‘the first to 

bear the brunt of the trade war’ and 

that the latest round would ‘hit Hong 

Kong harder’. As it stands, the SAR’s 

manufacturing and logistics organisations 

are at the forefront of the tariff war. 
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Sustainability 
is no longer 

as simple as 
channelling money 

into traditional 
infrastructure 

to spur 
economic growth

Greener outlook
Today, multilateral development banks are guided more by the principles and 
requirements of global sustainability than purely economic growth, says Errol Oh

to the Paris Agreement on Climate 

Action and to the United Nations 

Sustainable Development Goals, while 

the Islamic Development Bank says 

it equips people with the tools they 

need ‘to build a sustainable future for 

themselves, their communities and their 

countries’. Sustainability also figures 

prominently in the vision of Beijing-

based Asian Infrastructure Investment 

Bank, the new kid on the MDB block. 

There was a time when development 

was just, well, development. The World 

Bank was originally known as the 

International Bank for Reconstruction 

and Development when founded in 

1944, when its principal role was to 

grant loans to countries that needed 

to rebuild after the Second World War. 

In the early decades, ‘development’ 

was more about dams, electrical grids, 

irrigation systems and roads.

But the world is increasingly complex 

and interconnected, and so are its issues 

and challenges. Over time, the United 

Nations has sharpened the international 

focus on sustainable development; 

today, the MDBs are in a position to 

help tighten that embrace.

The ADB’s maiden annual report 

talked about its president’s visits to a 

number of member countries in 1967. 

The bank reported that the leaders of 

developing nations were keenly aware 

that economic development required 

sacrifices and hardships, and that self-

help was important.

That surely applies to sustainable 

development as well. AB

Errol Oh is executive content officer of 

The Star.

At the Asian Development Bank 
(ADB) annual meeting in Fiji in 
May, many of the conversations 
revolved around environmental and 
social matters such as disaster risk 
management, climate resilience, 
renewable energy, sustainable tourism, 
the hydrogen economy, and equality 
and empowerment.

You don’t expect the programme 

to incorporate a film, but there it was 

– a director’s cut of A Plastic Ocean, 

a feature-length documentary about 

how plastic pollution in the sea poisons 

people and the planet.

The meeting was also the platform for 

the launch of the Action Plan for Healthy 

Oceans and Sustainable Blue Economies, 

through which the bank intends to 

increase its financing and technical 

assistance for ocean health and marine 

economy projects in the Asia-Pacific 

region to US$5bn from 2019 to 2024.

‘The prosperity of our region depends 

on healthy oceans and sustainable 

development,’ said ADB president 

Takehiko Nakao. ‘We must work toward 

a more resilient future, where humanity 

and oceans thrive together.’

This statement and the meeting’s 

broad agenda reflect how sustainability 

is at the heart of everything that 

the multilateral development banks 

(MDBs) do. It is no longer as simple 

as channelling money into traditional 

infrastructure to spur economic growth.

The World Bank, for example, works 

for sustainable solutions that reduce 

poverty and build shared prosperity in 

developing countries. The European 

Investment Bank is in part guided by 

the European Union’s commitments 
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Tough times ahead
While the outlook for Asian economic prospects is worrying due to the intensifying  
US-China trade war, shaping effective policy responses is vital, says Manu Bhaskaran

manipulators’ to include Vietnam, 

Malaysia and Singapore.  

Things are set to get worse, with 

China hinting that it could hit back 

against the US. The country could, 

for instance, cut back on exports of 

rare earth minerals – a vital input in 

the manufacture of high-tech goods – 

damaging global supply chains. 

Not everything is gloomy, though. 

The US Federal Reserve Bank has 

signalled that it will rein in its monetary 

tightening, providing some support 

to economic growth. China is almost 

certain to ramp up its stimulus efforts as 

well, and that will also help to counter 

the negative impact on global growth. 

Manufacturers have concluded that 

the US-China clash will last a long time; 

consequently, there is an incentive to 

shift the production of goods exported 

to the US out of China to countries such 

as Vietnam, Cambodia and Bangladesh. 

Even with these offsets, the outlook 

is worrying. Production relocation will 

take years and most of Asia is highly 

dependent on the world economy. 

Export-oriented economies – such 

as Korea, Taiwan, Vietnam, Malaysia, 

Thailand and Singapore – will clearly 

suffer. But even countries that are not 

major manufacturing exporters, such as 

Indonesia, still depend on the global 

economy for capital inflows, tourism 

and commodity-related incomes. It 

thus becomes vital for these countries 

to shape effective policy responses to 

boost domestic demand and thereby 

maintain growth. AB

Manu Bhaskaran is CEO of Centennial 

Asia Advisors in Singapore.

The sharp escalation in conflict 
between the US and China in recent 
weeks poses a severe threat to Asian 
economic prospects both in the short 
and longer terms. Although there 
are some mitigating factors, such as 
increased production relocation out of 
China to other parts of Asia, the overall 
impact is clearly negative. 

With the US expanding its pressure 

on China beyond tariffs and other 

trade-related measures to include bans 

on Chinese technology companies such 

as Huawei, the potential hit to Asian 

growth has grown. The risk to other 

Asian economies comes in many ways.

First, higher tariffs on roughly half 

of Chinese exports to the US have 

come into force and the country is 

considering imposing a 25% tariff on the 

remainder. That will slow China’s growth 

by a percentage point or more. While 

the Chinese authorities will mount a 

substantial policy stimulus to mitigate 

the impact, too much credit growth 

could lead to financial imbalances. 

Slower Chinese demand will hurt Asian 

exports and also cause commodity 

prices that are important to Asian 

natural resource exporters to fall as well. 

Second, indirect effects will include 

businesses around the world holding 

back on capacity expansion, which hurts 

investment. Worse still, Asian exports 

of manufactured goods are highly 

correlated with capital spending so the 

trade impact could be severe. 

Third, the US is pressing other 

countries to back it in its tussle 

with China and is reformulating 

the parameters determining which 

trading partners are ‘currency 

Production 
relocation will take 

years and most 
of Asia is highly 

dependent on the 
world economy
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A place at the table
With their connections, insights and knowledge, accountants are ideally placed to 
help close the global infrastructure gap, says ACCA president Robert Stenhouse

– such as mentoring, advocacy and 

fostering great business relationships. 

There’s a power and indeed a 

responsibility in all this that is often 

overlooked. But these connections 

and our ability to forge them need to 

be recognised and celebrated, and 

this ‘connected’ edition of AB gives us 

all a chance to really think about the 

connections we have, to review and 

reassess where the gaps are and invest 

in change where necessary. AB

Robert Stenhouse is ACCA president 

and a director, national accounting and 

audit, at Deloitte in the UK.

Infrastructure is critical for economic 
and social development around the 
world – from the transportation 
networks that enable people and 
goods to move around safely and 
effectively, to the utility systems 
providing power and services 
essential to survival. These systems 
and processes rely heavily on 
investments and funding. They also 
rely on something that is perhaps less 
tangible: connections. 

Our global research report with 

Chartered Professional Accountants 

Canada, How accountants can bridge 
the global infrastructure gap, is our 

focus in this issue of AB (see page 36). 

The term ‘global infrastructure gap’ is 

a means of identifying the difference 

between infrastructure investment 

needed and the resources available 

to meet that need. In 2018 alone, the 

investment gap increased by over 

US$400bn, and it is set to grow to a 

staggering US$14 trillion by 2040. 

Our report surveyed 3,611 

professionals across 118 countries, 

who identified three major barriers to 

meeting infrastructure needs in their 

countries: 52% cited a lack of political 

leadership; 49% quoted a lack of finance 

or funding; and 40% said it was down to 

planning and regulatory barriers.

Not only do we gauge opinions about 

the challenges and opportunities ahead; 

we also offer recommendations to close 

the gap. For example, governments 

should enforce effective whistle-blowing 

legislation and professionalise the 

public sector finance function to allow 

public servants to challenge unethical 

behaviour that can disrupt projects.

Accountants have the power to close 

this gap. Our connections, insights 

and knowledge mean we are ideally 

placed to advise on the distributional 

impact and regional growth outcomes 

of selecting particular projects, which 

is crucial to achieve a better, more 

sustainable future. 

Our theme for July, August and 

September is the power of connections 

– from networking and establishing 

partnerships when setting up a small 

business, to the future of global trading. 

ACCA’s reach and global footprint 

means we can work together to close 

gaps across a range of other areas 
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Unicorns multiply
As of last year, China had 202 

unicorns (start-ups valued at more than 

US$1bn) with a combined value of 

US$744.6bn. According to a Greatwall 

Strategy Consultants report cited by 

China Daily, seven of the companies 

are considered super unicorns, valued 

at more than US$10bn. They come 

from 22 industries, with e-commerce, 

smart logistics, new entertainment, 

artificial intelligence and new energy 

and smart vehicles the top five sectors. 

The majority are based in the cities 

of Beijing, Shanghai, Hangzhou 

and Shenzhen.

Telcos unite
Norway’s Telenor Group and 

Malaysia’s Axiata Group are in 

discussions to merge their telecom 

and infrastructure assets in Asia, which 

could see the creation of a leading, 

well-diversified pan-Asian telco. The 

deal would create a customer base of 

300 million people in nine countries 

across emerging Asia and beyond. 

According to the announcement, 

the merged company will have its 

operational headquarters in Kuala 

Lumpur and is planned to be listed at an 

international stock exchange as well as 

on Bursa Malaysia. 

The view from
Sadiq Hussaini FCCA, finance process and efficiency 
officer, VicRoads, Australia, on the benefits of networking

with employers who have 

encouraged me to come up 

with innovative solutions.

I’ve come to realise the 
importance of professional 
networking. I have often 

found myself reaching out 

to forums within and outside of my 

organisation for professional guidance. 

ACCA Australia and New Zealand 
is doing a great job in providing 

networking opportunities. It is always 

great to connect with fellow accountants 

at ACCA events.

Australia is a great place to live in, with 
cities that are considered the most 
liveable in the world. It also attracts 

highly skilled professionals through its 

immigration programme. The employers 

here have not only started to embrace 

their diverse workforce but also to value 

their contribution.  

Recent governments have focused 
on incentivising small businesses and 
start-ups. I see accounting and finance 

professionals as leaders who can help 

these small businesses grow and thrive. 

The current period of relative stability in 

political leadership is also great news for 

the future of business in general.

By far the biggest achievement in 
my career has been achieving success 
in a new country. From the very 

beginning, I’ve always wanted to be a 

leader and a successful entrepreneur. 

I also hope to be a person who 

can genuinely help people with my 

knowledge and expertise. AB

I have often found 
myself reaching 

out to forums 
within and outside 
of my organisation 

for professional 
guidance

My role is with a large 
public sector organisation 
in Victoria. I help develop 

and implement processes 

to support the efficient and 

effective delivery of finance 

business partnering and 

accounting services to the 

rest of the organisation.

The business environment has changed 
enormously and the profession has 
increasingly evolved. Two examples 

e-commerce and social media, 

which when I first started were not 

as important to the functioning of 

an average business corporation as 

they are today. These two areas are 

becoming increasingly critical to 

sustainable sales and growth for the 

majority of the corporations.

Technology has enabled my generation 
to grow and achieve success rapidly. 
In my case, it has helped me look for 

career opportunities, advance my 

learning and analyse financial data. 

I have been lucky to be able to work 

of millennials globally believe that 
businesses have a positive impact on 
society – compared with 61% in 2018.
Source: 2019 Deloitte Millennial Survey

55%
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Time to reset 
A new report, co-authored by ACCA, stresses that internal controls need an overhaul 
as new technologies transform business and more complex challenges emerge

Data deluge
PwC’s latest Annual Global CEO 
Survey showed the gap between data 

that CEOs believe to be critical and 

how comprehensive it actually is has, 

surprisingly, not closed over the last 

10 years. Despite billions of dollars of 

investment and priority positioning on 

the C-suite agendas, organisations are 

still struggling to translate a deluge 

of data into better decision-making, 

the survey showed. The main reasons 

for this cited in the report are ‘lack of 

analytical talent’, followed closely by 

‘data siloing’ and ‘poor data reliability’. 

‘New technologies rely heavily on 

the quality of the data and, as such, 

a back-to-basics approach is needed 

to make sure the fundamentals are 

right; we are seeing the topic of 

data governance gaining enormous 

traction as an enabler for broader 

organisational transformation,’ Jansen 

explains. ‘Ultimately if we are relying 

on technology to automate processes, 

the inputs and underlying data must be 

robust, otherwise companies might just 

automate poor outcomes.’

PWC’s Annual Global CEO Survey 

found that 87% of CEOs in ASEAN 

member states expect AI will 

significantly change the way they 

do business in the next five years, 

with 72% believing that it will have a 

bigger impact than the internet. But 

companies wanting to harness AI must 

recognise that advanced machine-

learning algorithms are essentially a 

‘black box’ and the decisions are not 

fully explainable.

‘AI can help solve complex problems 

at speed, but understanding what 

Much focus is being given to the 
growth benefits of technological 
innovations like artificial intelligence 
(AI) and blockchain as they can allow 
companies to improve their processes 
and reinvent their internal controls. 
But digital technologies also come 
with implementation challenges that 
companies must understand in order 
to identify and mitigate any associated 
risks, warns a new report.

Prepared by PwC Singapore, ACCA 

and INSEAD Emerging Markets 

Institute, the report, Re-inventing 
Internal Controls in the Digital Age, 

looks at the opportunities digital 

technologies offer to enhance internal 

controls. But it also highlights some 

of the challenges in implementation, 

warning that companies must first 

ensure that critical functions such as 

data protection, safeguarding assets, 

preventing fraud and verifying financial 

records are well taken care of.

‘In Singapore, we are seeing more and 

more businesses looking at how they 

can leverage AI and data to build better 

controls. Using smart controls powered 

by data, organisations can get on with 

business and ultimately focus on their 

growth agenda,’ says Mark Jansen, data 

and analytics leader at PwC Singapore. 

‘Digital technologies do hold huge 

promise for organisations and we are 

already seeing them put to good use. 

That said, we are also seeing many 

challenges for companies in driving 

broad-based adoption of these new 

technologies, often because the 

underlying data quality is poor,’ he adds. 
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Here come the drones: PwC uses new technology
Aiming to lead by example, PwC has been using new technology to transform the way 

it conducts audits globally, including through the use of drones to assist with stock 

counts attesting to inventory balances reported in a company’s financial statements.

In the UK, a drone captured more than 300 images of coal reserves at one of the 

last remaining coal-fired power stations, Aberthaw, which is owned by RWE, one 

of Europe’s largest energy firms. The images were used to create a ‘digital twin’ of 

the coal pile in order to measure its volume. The value of the coal could then be 

calculated, with more than 99% accuracy based on that volume measurement.

But while drone technology offers benefits in terms of speed and accuracy to 

conduct a site survey or verify existence, valuation and work in progress, Mark 

Jansen, data and analytics leader at PwC Singapore, notes that businesses wanting 

to use them must be aware of risks around flight restrictions and privacy concerns 

with respect to their use in certain areas.

need to focus on creating a culture of 

technological innovation and adoption 

that goes beyond teaching hard skills.

‘While digitalisation and AI have the 

potential to transform internal controls, 

managing the man-and-machine 

combination optimally is becoming 

more important as technology 

advances,’ says Vinika Rao, executive 

director at INSEAD’s Emerging Markets 

Institute. ‘An awareness of irreplaceable 

value-adding human interventions 

and a sensitivity towards the culture 

of the organisation are crucial for the 

successful implementation of controls 

that keep pace with the opportunities 

created by technology.’

David Toh, governance, risk and 

controls and internal audit leader at PwC 

Singapore, points out that digitalisation 

is an enterprise-wide business issue, 

not an IT issue: in any such discussion, 

companies need to include business 

units, technology and risk management 

as well as representatives from executive 

leadership. ‘There is a need to ensure 

that even the board has access to the 

expertise it needs on the subject,’ 

he says. ‘Some boards have started 

to consider recruiting directors from 

relevant backgrounds in addition to 

internal and/or external consultants.’ 

data is being used, the assumptions 

involved and being able to objectively 

explain the outcomes is critical. AI is not 

a panacea to solve all problems, and 

the real risk is we over-rely on AI when 

the reality is that it is relying on us to 

provide the right data,’ Jansen says.

Similarly, blockchain technology and 

its decentralised ledger holds great 

promise from a regulatory compliance 

or audit standpoint, with solutions 

currently being developed to help 

manage supply chain, trade finance, 

insurance, self-sovereign identity and 

data sharing, among others. 

But just because a record is encoded 

into a blockchain does not mean it is 

correct or accurate, Jansen remarks: 

‘The accuracy of data has to be 

established independently, for example 

through auditing data entrance 

processes and smart contracts, and 

through security assessments of all the 

points where the blockchain interacts 

with peripheral layers.’

A new culture
Ultimately, the key challenge for 

organisations may not arise from the 

new technologies in themselves, but 

in the human willingness and ability to 

adopt them. With these technologies 

fundamentally changing the way staff 

and machines work together, companies 

Joseph Alfred, head of policy and 

technical, ACCA Singapore, notes that 

while the board should encourage and 

lead organisational change, CFOs and 

the finance function – who have unique 

oversights over the organisation and the 

control environment – can also play a 

catalytic role in these transformations. 

‘Professional accountants of the future 

must embrace digital to continue to 

be relevant to the organisation,’ Alfred 

says. ‘While automation anxiety may be 

one factor in slowing down the adoption 

of new technologies to strengthen 

internal controls, probably the more 

prevalent issue is a lack of awareness of 

how exactly the new technologies can 

help in enhancing control.’

Alfred also points out that audit 

committees can enlarge their role by 

advising organisations ‘not only on the 

quality of the current internal control 

framework but how to enhance it 

through digital transformations.’ He 

hopes the new report will motivate 

accountants ‘to explore the digital 

terrain and identify digital tools and 

techniques that will be useful to their 

organisations to enhance controls over 

finance and operations in general.’ AB 

Sonia Kolesnikov-Jessop, journalist

‘The real risk is 
we over-rely on AI 
when the reality is 
that it is relying on 

us to provide the 
right data’
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Opportunity blossoms
Singapore companies are well placed to partner or invest in Belt  
and Road initiative projects as well as offer advisory services

operational risks. There is also a need 

to mitigate risks in debt repayment 

abilities as well as volatility in foreign 

exchange,’ Liew says, highlighting the 

importance of due diligence in choosing 

the right partners.

Rigorous evaluation
David Ng, principal adviser in 

infrastructure advisory at KPMG in 

Singapore, says the key to success is 

to ensure that rigorous evaluation is 

undertaken. ‘This evaluation should 

encompass an assessment of the 

technical, financial and legal viability of 

the project itself and, more importantly, 

an understanding of the broader 

investment and political environment of 

the host country,’ he says.

‘Given that infrastructure projects 

are often long term, it is vital that 

investors assess the legal and regulatory 

framework and the extent of government 

and the communities’ support for the 

project,’ Ng adds, noting that upfront 

risk management and investor protection 

is required to avoid cash-trap issues and 

facilitate periodical repatriation of funds 

to a low political risk jurisdiction with 

minimal tax exposure.

‘To this end, international best 

practices with respect to contracting 

‘The government 
recognises Asia’s 

infrastructure 
growth as an 

opportunity 
that cuts across 

multiple sectors’

international banking institutions, legal 

and accountancy advisers.

With more than 7,500 Chinese 

companies having now set up 

operations in the city-state, Singapore 

companies are well positioned to either 

partner with them to invest in BRI 

projects or offer their advisory services. 

But while there are significant business 

and financial benefits from taking part 

in the BRI, there are also sizeable risks 

that need to be evaluated carefully, 

warns Liew Nam Soon, EY’s ASEAN 

markets leader.

‘These include nascent regulatory 

frameworks, geopolitical uncertainty, 

changes in political leadership and 

hence policies, as well as funding and 

When the Chinese government-
led Southern Transport Corridor 

project is fully integrated, the 
network of railway lines linking 

Chongqing to Qinzhou port in 
southern Guangxi province – a 

gateway to Singapore via sea – will 
reduce the time it takes to get freight 
from Singapore to Chongqing to only 
one week, instead of the current three 
via Shanghai and the Yangtze River. 
The much-improved infrastructure 
networks will be a boon to traders – 
and will provide opportunities for other 
sectors, too. 

Historically, Singapore was an 

important link along the ancient 

Maritime Silk Road and it has continued 

to be a key port for the region, so the 

Southern Transport Corridor is just 

one of several significant infrastructure 

projects under China’s Belt and Road 

initiative (BRI) that could impact the 

city-state directly and indirectly. But as 

Singapore has transformed into a global 

financial hub and one of the world’s 

largest offshore renminbi centres, it has 

also developed a strong ecosystem 

that integrates infrastructure players 

from professional service providers like 

engineering and project management 

firms to multilateral development banks, 
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Opportunity blossoms and his government has already 

introduced various schemes and 

initiatives to encourage local companies 

to access opportunities.

Liew notes that Enterprise Singapore 

has been ‘actively encouraging 

Singapore companies to capitalise 

on the Belt and Road Initiative’, 

signing a number of memorandums of 

understanding with large Chinese banks 

that give Singapore companies access 

to financing as well as collaboration with 

Chinese companies. ‘China remains 

the top overseas investment market 

for Singapore companies and focusing 

on BRI-related projects will help with 

further expansion,’ Liew says.

Given the estimated US$26 trillion 

to be spent on infrastructure projects 

in Asia over the next 15 years, it is not 

surprising that the government has 

been focused on positioning Singapore 

as Asia’s infrastructure hub, remarks 

Ng, pointing out that Singapore-based 

banks already provide loans or financial 

services for around 60% of ASEAN’s 

infrastructure projects.

‘The government recognises Asia’s 

infrastructure growth as an opportunity 

that cuts across multiple sectors, and it 

has implemented measures to ensure 

that Singapore remains the location 

of choice for service providers and 

professional services firms,’ Ng says.  

‘Bringing together local and 

international firms across the value 

chain to develop, finance and execute 

projects enables infrastructure players 

to tap opportunities in the region. We 

terms such as change in law, variation 

in scope, termination (and termination 

payments) and force majeure 
[unforeseeable] events, among others, 

should be incorporated and negotiated 

into the project agreement. Upfront 

review of contractual terms for tax 

implications is also vital to tax exposure 

management,’ Ng says.

Keoy Soo Earn, Singapore leader 

of Deloitte’s global Chinese services 

group, says insurance is another option 

to mitigate risks, but warns it should not 

only include commercial insurance, which 

covers unforeseeable circumstances, but 

also political insurance to cover wars and 

exchange restrictions.

Ng says that while there is ‘much 

investment interest from our clients’ 

to invest in BRI projects, ‘we observe 

that non-Chinese participants are 

proceeding with a degree of caution. 

This is because BRI investments are no 

different from any other infrastructure 

project.’ But he notes that Chinese state-

owned enterprises have of late been 

exercising greater discipline in assessing 

the financial viability of projects before 

committing to any investment: ‘This 

bodes well as it ensures that only 

projects that are financially feasible are 

developed with private capital.’ 

Capitalising on BRI
Singapore has been an early and 

strong supporter of China’s BRI, which 

has been described by Prime Minister 

Lee Hsien Loong as a focal point of 

Singapore’s relationship with China, 

are able to do all 

this because of our superior 

brand, in terms of trust, the rule of law 

and our financial system,’ Chan Chun 

Sing, Minister for Trade and Industry, 

remarked recently in parliament.

Most recently, Enterprise Singapore 

and the Monetary Authority of 

Singapore set up Infrastructure Asia, a 

new government agency to facilitate 

regional infrastructure collaborations 

by match-making supply and demand 

in the region. To date, it has intensified 

dialogues with regional governments 

to support the development of project 

pipelines and pushed to examine the 

underlying reasons for the infrastructure 

development gap, notes Ng.

Keoy points out that the Singapore 

government has also introduced 

various schemes and initiatives to 

encourage local companies to access 

opportunities in BRI projects. These 

include the Enterprise Development 

Grant and Market Readiness Assistance 

Grant, which help companies build 

capabilities and internationalise; the 

Enterprise Singapore-led China Ready 

Programme, a 12-day in-market scheme 

that offers first-hand knowledge on the 

business environment in Suzhou; the Go 

Southeast Asia Award, which supports 

companies expanding in the region in 

finding suitable undergraduates willing 

to work overseas; and the ASEAN 

Leadership Programme, which helps 
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Singapore’s mediation skills gain recognition 
Given the complex geopolitical dimensions to the Belt and Road initiative (BRI), 

Singapore is leveraging its reputation as an impartial intermediary, building on its 

reputation for transparent, efficient and corruption-free governance and bolstering 

its standing as a global arbitration centre.

The Singapore International Arbitration Centre is already ranked by Queen Mary 

University of London and White & Case’s International Arbitration Survey as the most 

preferred arbitral institution based in Asia and the third-most preferred in the world. 

In January, Singapore signed a memorandum of understanding with China to set up 

a joint panel of international mediators that will help resolve disputes arising from 

BRI projects. The Singapore International Mediation Centre and the China Council 

for the Promotion of International Trade are currently jointly developing rules and 

procedures for handling disputes that may arise related to China’s BRI projects, and 

this should partially alleviate concerns international investors may have.

Toh Boon Ngee, head of Belt and Road initiatives at KPMG, notes that China has 

already set up three international commercial courts that offer litigation, arbitration 

and mediation services, but these face an obvious challenge of a ‘perceived lack of 

neutrality’ as the courts are located within China. ‘On the other hand, Singapore is 

well reputed for its anti-corruption policies and its neutral political stance, and its 

robust and transparent judicial and legal system is favoured and trusted by investors,’ 

Toh says. ‘Along with a strong network of professional services, which allows the city-

state to learn and absorb best international practices, Singapore has the necessary 

ingredients to be a successful and popular arbitration hub.’ 

Recently, to advance Singapore’s position as a leading hub for alternative dispute 

resolution in the region, the Intellectual Property Office of Singapore announced 

that it will extend and enhance its mediation scheme for three years. The updated 

scheme will benefit businesses and entrepreneurs who opt for mediation as an 

avenue to resolve intellectual property disputes in Singapore.

traditional lenders,’ 

Ng says.

Keoy points out 

that companies 

in Singapore have 

been encouraged 

to seek further 

cooperation with Chinese 

companies in three main 

areas: infrastructure 

projects, such as city 

planning and mixed-used 

park developments; 

financial services; and 

third-party market cooperation, 

ie helping Chinese companies on 

development projects in South-

East Asia.

Toh Boon Ngee, head of Belt and 

Road initiatives at KPMG, notes that one 

of the often neglected ‘soft aspects’ of 

international partnership is the ability to 

select a partner with a similar corporate 

culture and understanding.

‘Companies should not only look 

at how to leverage the strengths and 

weaknesses of each party in the areas 

of technical and financial capabilities in 

order to achieve the synergies required,’ 

he says. ‘They should also look into 

the ability to complement each other 

in terms of cultural differences and 

corporate mind-set.’ AB

Sonia Kolesnikov-Jessop, journalist 

business leaders build networks and 

plan expansion.

Capital recycling
Clifford Capital, a provider of 

structured finance solutions set up with 

the help of the Singapore government 

in 2012, has developed Bayfront 

Infrastructure Capital, which aims to 

serve as an infrastructure take-out 

facility that can mobilise institutional 

capital for infrastructure debt in Asia 

Pacific. ‘By facilitating the transfer of 

long-term project loans to institutional 

investors, it seeks to address the 

financing gap and enhance financial 

accommodation for infrastructure 

financing through capital recycling by 

Find out more about the power 
of your ACCA connections at 
accaglobal.com/connections.

More information
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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.

Indonesia expansion
KPMG has expanded its global legal 

network to Indonesia after entering an 

alliance with Lubis Ganie Surowidjojo 

(GBS), a law firm based in Jakarta. 

In a statement on the firm’s website, 

managing partner Dr Mohamed Idwan 

Ganie described GBS as the largest 

and oldest law firm in Indonesia, with 

more than 100 lawyers. KPMG has also 

bolstered its capabilities in Australia’s 

legal scene through the investment 

in Melbourne-based legal technology 

player Plexus. 

New legal chief at PwC
Tony O’Malley has been appointed 

the global leader of PwC’s legal 

services network. O’Malley, who also 

serves as legal services leader for 

PwC’s legal practice in Australia and 

Asia Pacific, takes the reins of one of 

the fastest growing businesses in the 

firm’s network, leading a team of more 

than 3,600 skilled legal professionals 

across 98 countries. ‘We’ve made 

great progress over the past few years 

executing on our strategy and I am 

confident we can build on this success 

with targeted investment in the legal 

capabilities and technology that will 

enhance our integrated offering,’ 

O’Malley said.

The view from
Chen Voon Hann FCCA, managing partner at CAS 
Malaysia, on the importance of lifelong learning

We are able to attract 

and service bigger and 

emerging clients when 

they go international. We 

now offer crossborder 

transaction services such as 

tax planning, transfer pricing 

advisory and mergers 

and acquisitions. Together with other 

partners, we have built up a successful, 

growing and wide coverage professional 

network of accounting and consulting 

firms in the region. We started from zero 

and are growing steadily. 

In Malaysia we have a multiracial 
workforce speaking multiple languages: 
English, Mandarin and Malay. We have 

the ability to communicate well with 

globally dispersed clients. Malaysia 

is located strategically at the centre 

of Asia, with world-class logistical 

infrastructure, airports, ports and road 

coverage. We have warm weather 

throughout the year and are free 

from major natural disasters, such as 

earthquakes, and extreme weather.

Our government is very pro-
business, offering tax incentives 
and support for strategic foreign 
investment into Malaysia. Policies 

are constantly improved to meet 

the changing business needs and 

the government is working very 

hard to facilitate a business-friendly 

environment by trying to reduce the 

red tape in public service delivery. 

We are embracing technological 

advancement in business processes. 

All this effort should bring stability to 

the market. AB

A well-connected 
professional 

network helps 
me to enhance 

my practice profile 
and improve 

service delivery

CAS Malaysia is a 
professional accounting 
and consulting firm. I am 

also the current CEO at CAS 

International, a network of 

accounting and consulting 

firms in the region. I enjoy 

learning, leading and 

managing the organisation, as well as 

connecting with professionals from 

different jurisdictions. Lifelong learning 

is our culture.

Our profession has changed 
tremendously over the past 
few years. Evolving stakeholder 

expectations, technology and the 

internet, tightening regulation and 

globalisation are just some of the 

contributing factors. The profession has 

a big task in order to serve stakeholder 

interest, with constant improvements 

in technical knowledge and business 

management skills.

A well-connected professional network 
helps me to enhance my practice 
profile and improve service delivery. 

of audits by the six largest global 
networks in 2018 were found to be 
deficient, down from 47% in 2014.
Source: International Forum of 
Independent Audit Regulators (IFIAR) 

37%
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Firms continue to grow
The latest IAB World Survey documents a widening gulf between the Big Four 
and mid-tier firms, while advisory continues to grow its share of business

The 2019 IAB World Survey, which 
ranks the top accountancy networks 
and associations by fee income, staff, 
global revenue and service line, finds 
that the Big Four have pulled further 
away from the mid-tier in terms of 
revenue, with the gap between KPMG 
and BDO reaching nearly US$2bn.  

Further down the tables, the gap 

between PKF in 15th and UHY in 

16th place now stands at US$921.6m, 

compared to a US$758.9m gap last year, 

and US$527m the year before. If this 

trend continues another year, the gap 

will be over US$1bn next year, meaning 

it has doubled in four years.

The survey also shows the continuing 

rise of advisory services, due in part to 

digital development and the growing 

need for crossborder advice, although 

in some cases growth was the result 

of firms recategorising some work as 

advisory. One notable change was 

KPMG’s advisory arm overtaking its 

audit business in revenue. EY and PwC 

are still weighted in audit and assurance. 

Despite the struggles, the picture for 

the sector remains broadly positive. 

The majority of networks and alliances 

reported global growth. AB
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Join the club
Belonging to an accounting network enables firms to help their clients grow overseas, 
provide specialist services and attract talent, but its members need to be proactive

Talent attractor
Another benefit of a badge is attracting 

talent. Robbins believes that it’s ‘never 

been tougher’ for SMPs to recruit 

and retain promising professionals, 

particularly as a lot of graduates are 

going to industry. ‘Publicity around 

auditing is not always the best, and the 

hours are long. It’s a tough business,’ 

she concedes.

One of the things future leaders 

and young talent really want is 

international experience, Robbins 

says. The opportunity for an overseas 

secondment can be quite a carrot.

As Robbins points out, 

this can work to the 

firms’ benefit, 

too. Audit 

deadlines 

Despite years of diligent service, a 
Cyprus-based mid-sized accounting 
firm lost not one but three of its 
major clients in fairly quick succession. 
The firm had been a trusted adviser 
throughout the companies’ early-
stage growth, but when it came 
time for international expansion, 
the clients moved on to firms with 
global reach. That was the catalyst 
for the practice to contact the 
Kreston network. 

Small- and medium-sized practices 

(SMPs) have various reasons for 

banding with peers around the world, 

each retaining their independence 

while ‘buying’ the badge of a brand. 

In the view of Liza Robbins, Kreston 

International CEO, experiences like 

those of the Cyprus firm are why 

networks were formed in the first place.

‘If you look at the history of these 

organisations, it was a defensive 

mechanism,’ she explains. ‘When 

your clients are expanding 

internationally, having contacts 

overseas is not robust enough. 

You need to be able to assure 

them that the service they get at 

home will be the same in all the 

countries they are going to.’ 

Not only had the Cypriot firm 

not been able to help its clients 

overseas, it had lost the local work as 

well, Robbins adds. ‘The real shame 

is that they’d done such a great job 

for them,’ she says.

But she tells firms that joining a 

network is not just a matter of paying 

a membership fee and enjoying the 

benefits. ‘You’ve got to get proactive,’ 

she says.

This may mean a group of member 

firms getting together to form a sub-

cluster around specialised expertise. 

‘This could be a service line like 

corporate tax or cybersecurity, or a 

sector – let’s say shipping or charities,’ 

she says. Based on their collective 

strength, ‘the firms are then able to 

proactively go and win work’.

Firms can also deliver high-cost 

services, such as transfer pricing, more 

efficiently by sharing the workload. For 

example, Robbins says, one firm does 

the back-end research reports while a 

partner firm fronts it to 

the clients.
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More information

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

Healthy networks
According to the Accountancy Age 2018 

international survey, the fee income for 

the top 40 networks, associations and 

alliances has increased by US$20bn last 

year to US$220.5bn – up 10%. Outside 

the Big Four, these are the results from 

the next biggest global networks:

#5 BDO announced a total combined 

fee income of US$8.99bn – year-on-

year growth of 10.7%. The strongest 

revenue increase was recorded in 

EMEA (+17%). 

#6  RSM achieved global revenues 

of US$5.37bn, up 5.4% on 2017. 

Consulting revenues rose by 14.5%.  

#7  Grant Thornton International 
reported combined global revenues 

of US$5.45bn, driven by broad-

based growth of 9.4%. 

#8  Crowe Global saw revenues of 

US$4.3bn – up 14%. Growth was led 

by the Asia-Pacific practice (up 41%). 

#9  Nexia International’s total fee 

income was more than US$4.02bn – 

an increase of 11% on 2017, led by 

North America and Asia Pacific. 

#10 Baker Tilly International reported 

worldwide revenue growth of 

6.5%, reaching US$3.6bn. Global 

headcount increased by 3.3%. 

C
PD

The networks, though, still face 

challenges of their own. Kevin Arnold, 

CEO of Nexia International, points out 

that the network sees growth in Africa 

as a high priority but, in some countries, 

finding firms of the right calibre can 

be hard. ‘So, we have developed a 

mentoring system for firms that don’t 

quite meet our admittance standards, 

but have the ambition and ability to 

improve,’ he says. This includes building 

collaboration between firms and helping 

them go to market in a more joined-up 

way, utilising the skills of the larger firms 

in the region. 

Nexia Asia Pacific, with 41 member 

firms region-wide, provides guidance for 

navigating multiple jurisdictions.

‘Small and medium-sized firms in the 

region appreciate the collaborations 

and resources Nexia can provide,’ 

Arnold says. ‘Whenever there is a 

request from a member firm, Nexia 

Global’s office is supporting the firm all 

the way. For example, once our firm in 

Korea was tendering for a large banking 

group audit. The global office produced 

a short video to support the tender. In 

the end, Nexia Korea won the job.’

Another region of focus for Nexia 

is Latin America, where it has recently 

assigned a regional executive director in 

charge of strengthening member firms 

and improving their regional coverage.

Robbins notes that being part of 

a network can be advantageous for 

independent SMPs, especially for firms 

in developing countries – for example, 

those who could benefit from the Belt 

and Road initiative. And the time to act 

is now. ‘If you see a bandwagon, you’ve 

just missed it,’ she says. ‘You need to be 

there first.’

Edmond Chan, a partner at Kreston 

CAC CPA, the network’s member firm in 

Hong Kong, agrees that serving clients 

across multiple jurisdictions would be 

difficult for any practice going it alone. 

‘Working collaboratively, we can help 

them set up their business in those 

countries, or handle their tax. It’s very 

helpful,’ he says.

‘We have clients who come first to 

Hong Kong as a stepping stone to 

mainland China, Singapore and Malaysia. 

They know we can handle that, because 

of the trust in an international brand.’ AB

Peta Tomlinson, journalist

vary across the globe, so if, for example, 

a UK or US firm, during its downtime, 

sends their great staff to Australia or 

New Zealand to help out a member firm 

during their busy season, it’s a win-win 

for everyone.

PKF International chairman Sebastian 

Wohldorf agrees that SMPs have an 

edge to leverage in terms of attracting 

talent. ‘We have seen what the Big 

Four do and looked at ways to improve 

it – such as our global secondment 

programme,’ he says. Employees can 

gain professional development training 

at the PKF Academy in Germany or at 

different locations around the world, as 

well as through e-learning and webinars.

‘On top of that, we provide a lot 

of technical material that they need 

in order to serve their clients well,’ 

Wohldorf says. Practical supports such 

as website set-up, proposal templates 

and an IFRS help desk are also available.

Strength in numbers
As an example of strength in numbers, 

Wohldorf cites the 2017/18 merger 

between the windpower business of 

German conglomerate Siemens with 

Spanish renewable energy firm Gamesa. 

The two European jurisdictions have 

differing compliance requirements but 

by working collaboratively, PKF member 

firms in Hamburg and Bilbao were able 

to clear the path for the merger.

‘The client appreciated very much 

that we had someone on the ground 

in Spain – PKF Attest – as well as our 

team in Hamburg – PKF Industrie- und 

Verkehrstreuhand – to deal with issues 

as they came up,’ Wohldorf says, adding 

that the relationship is ongoing.

Wohldorf is a partner at PKF IVT, which 

joined the PKF International network in 

1981. He believes that, for independent 

accounting firms aspiring to serve their 

clients internationally, there is ‘no way 

they can do without’ membership of a 

quality network.
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More than a lawyer
The Big Four firms are building their legal muscle in Asia, offering a multidisciplinary 
edge that is enabling businesses across the region to improve efficiency

Growing demand from clients in 

South-East Asia also led to Deloitte’s 

decision to establish a Singapore-

based foreign law practice, Deloitte 

Legal International in August 2018, and 

Sabara Law (a Singapore law practice) in 

November 2018. 

Low Hwee Chua, regional managing 

partner for tax and legal at Deloitte 

Southeast Asia, says that with Asia 

Pacific expected to be the fastest 

growing economic region in the next 

few decades, ‘Deloitte Legal’s presence 

in Singapore enhances our global 

footprint in the region. It allows us to 

assist Singapore-based and foreign 

clients by facilitating their access to, 

and investments and business in, Asia 

Pacific, including in particular the 

emerging markets of the Indo-China 

region,’ he says.

Uncertainty in the major Western 

markets and events such as Brexit have 

also intensified interest in the emerging 

markets in Asia Pacific, Low notes. ‘We 

also anticipate continued crossborder 

outbound investments from major Asian 

countries such as China and Japan.’

Rashed Idrees, managing director 

at Deloitte Legal International, notes 

that ‘The increasing growth of the 

Asia-Pacific economy provides plenty 

of opportunities across the region 

that we aim to capitalise on, including 

working together with other Deloitte 

professionals across various industry 

sectors and services lines.’ 

According to Yeoh Lian Chuan, Sabara 

Law’s managing director, the practice 

will focus on advisory areas such as data 

protection, financial services regulatory 

and private wealth services, and 

A decade on from the widespread 
retreat that all but ended accounting 
firms’ foray into legal services, the 
majors have mounted a new push. Over 
the past year, Deloitte, KPMG, PwC 
and EY have been adding law firms and 
earmarking top talents to spearhead 
their assault on ground hitherto held 
by traditional legal practices, with Asia 
a key focus of their attention.

As they build their legal muscle in 

markets like Hong Kong, Singapore, 

Australia and New Zealand – and 

venture for the first time into mainland 

China – the Big Four are merely 

‘following the money’. 

‘Asia Pacific is a region of growth,’ 

says Stuart Fuller, head of KPMG Law. 

‘If you look at the development of the 

economies, but also the connectivity of 

those economies, you can see a place 

for legal services. You have to follow 

the money – to go where our clients are 

doing business and make sure we can 

service all of their needs.’

The regulatory changes that followed 

the global financial crisis have made that 

path clearer. Today, even though the 

regulations vary in different jurisdictions, 

there is greater clarity around the 

provision of legal and auditing services 

under the same roof. 

KPMG Law was established in Australia 

in 2014. In January, KPMG opened an 

affiliated law firm in Hong Kong, SF 

Lawyers, and is planning a Shanghai 

opening later this year. The mainland is 

relatively new territory for the Big Four 

firms, but Lachlan Wolfers, partner at 

KPMG China, feels that ‘the time is right’.

‘We wanted to use the opportunity 

of setting up in Hong Kong first,’ he 

explains. ‘Hong Kong is a more mature 

legal jurisdiction, and we will learn a lot 

from that process.’ 

Wider markets
Shirley Fu, principal at SF Lawyers, says 

business opportunities are expected 

to grow exponentially due to increased 

movement of goods and services, 

capital, people and information within 

the Greater Bay Area and the wider 

regional and international markets. She 

adds that the objective is to have 22 

lawyers in Shanghai in year one.

Honson To, chairman of KPMG Asia 

Pacific and China, says that the KPMG 

global legal services network grew by 

30% in 2018 ‘and has significant growth 

ambitions just beginning to be realised 

across the Asia-Pacific region’.

SF Lawyers operates in association 

with KPMG Law in Australia, led by 

Fuller, the former global managing 

partner at King & Wood Mallesons. 

After moving to KPMG in 2018, Fuller 

occupies the role of Asia-Pacific regional 

leader for legal services. 

‘Clients are very 
interested in 

multijurisdictional 
integrated advice 

and turnkey 
solutions’
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basis and appeal to multinational 

corporations. EY Law has always been a 

leader in innovation, but it’s important 

that we have regional capabilities to 

deliver legal services to the clients.’  

EY is also providing legal services 

to New Zealand through EY Law, an 

incorporated law firm in New Zealand. 

Its legal service offerings are closely 

aligned to those in EY Law in Australia, 

where legal services are provided 

through a multi-disciplinary practice 

as allowed by Australian regulation. 

Kirsty Keating, EY Oceania law leader in 

charge of the legal divisions, says there 

are currently 75 legal professionals and 

15 partners across both jurisdictions.

‘As a professional services firm, EY 

has always been responsive to the 

dynamics of changing markets, so the 

growth of our legal services has been 

in tandem with demand and requests 

from our client base,’ Keating says. 

‘Access to EY’s legal network – here and 

overseas – means clients receive a high-

technology-supported legal services. 

‘These are areas which we believe 

offer considerable opportunities in the 

coming years,’ he says.

Meanwhile, EY Law included a Hong 

Kong member firm in 2015 (renamed 

LC Lawyers in 2018), taking its presence 

to 83 jurisdictions with more than 

2,300 lawyers globally. ‘Clients are 

very interested in multijurisdictional 

integrated advice and turnkey solutions,’ 

says Rossana Chu, co-managing Partner 

at LC Lawyers.

New way of delivery
What’s changed in the business 

landscape since 1997 is ‘the new way of 

delivery of legal services and massive 

digital transformation in all business 

functions’, Chu says. ‘We see changes 

in legal operating models and a move 

by sizeable clients towards outsourcing 

some of the legal function processes 

and managed services. Those services 

are being rolled out on a global 

quality, efficient, streamlined service 

wherever required.’

Taking a cue from professional 

accountants’ business philosophy, EY’s 

legal practitioners want to be ‘more 

than just lawyers to our clients’, Keating 

adds. ‘We aim to become trusted 

business advisers who team with other 

parts of EY to support our clients 

achieve their commercial objectives.’

A focus on top-tier talent is a key 

focus of the Big Four’s legal strategies. 

For instance, corporate lawyer Rachel 

Eng – who has advised on a slew of 

listings, real estate investment trusts 

and funds – joined PwC’s legal services 

network in October 2018. As managing 

director of Eng and Co, she works 

closely with PwC Legal International (a 

separately licensed Foreign Law Practice 

based in Singapore); together they have 

a team of around 20 lawyers covering 

domestic and regional corporate work.

Emphasising the value of retaining 

talent, Eng says the firm’s lawyers 
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The rise and rise of legal services
* By the end of 2019, KPMG Global Legal Services expects to have more than 250 

lawyers working across Asia Pacific. Global legal headcount is currently 2,300.

* In Asia Pacific, Deloitte Legal’s presence comprises over 210 legal professionals 

in Australia, Cambodia, China, Indonesia, Japan, Myanmar, Singapore, South 

Korea, Taiwan and Thailand. Total legal headcount globally is 2,500-plus.

* EY’s Asia-Pacific Law practice consists of nearly 250 professionals located in 

offices in Sydney, Melbourne, Perth, Auckland, Shanghai, Beijing, Hong Kong, 

Taipei, Singapore and Ho Chi Minh. Total legal headcount globally is 2,300.

* PwC has 503 legal professionals across Australia, Cambodia, China, Hong Kong, 

India, Indonesia, Japan, Laos, New Zealand, Philippines, Singapore, Taiwan, 

Thailand, Vietnam. Total legal headcount globally is 3,600. 

through working with the wider 

business,’ he says.

Johnson believes their multidisciplinary 

offer is a big advantage as it allows 

them to support the challenges faced 

by in-house legal teams through a wider 

angled lens than may be possible from 

a pure law firm. ‘The accountancy, audit, 

consultancy and technology offering 

of these organisations can only be a 

positive in helping general counsel in 

the region drive efficiencies across their 

teams and contribute directly to the 

bottom line of their businesses.’

He adds that while the legal industry 

‘is fixated on distinguishing work 

delivered by lawyers and non-lawyers, 

in reality, clients just want effective 

solutions to their problems’. 

Low, for one, does not intend to 

replicate the traditional law firm 

model. ‘Instead, we are refining the 

service model and tackling previously 

underserved fields,’ he says, ‘providing 

legal services together with Deloitte’s 

other service offerings that leverage 

our experience, technology and 

global reach.’ AB

Peta Tomlinson, journalist

technology to automate through to what 

to do when a complicated transaction 

lands on your desk.’

Auckland-based Matt Keenan, director 

at PwC Legal, feels it’s important for the 

network that its legal capability in New 

Zealand supports demand from PwC’s 

international member firms and clients. 

‘We’re taking a more conservative 

approach to growing our practice than 

some of our neighbours in the Asia-

Pacific region, but we’re aiming to build 

a domestic legal practice that leverages 

PwC’s multi-disciplinary expertise, 

global coverage and technology 

solutions for our clients,’ he says.  

The Big Four’s rise up the legal services 

value chain is evident in the inaugural 

Asia-Pacific Alternative Legal Brand 

Index published last year by Acritas. 

Established to identify the strongest non-

law firm brands in the region, the index 

ranks PwC, EY and KPMG in first, second 

and third places, with Deloitte in seventh 

place (after LexisNexis, Thomson Reuters 

and Lawyers on Demand).

David Johnson, Acritas account 

director, says that the Big Four benefit 

from an ‘incredibly strong brand profile 

across the professional services sector. 

In-house legal clients are reacting 

positively to the multidisciplinary skills 

set they can bring to their challenges 

and the business knowledge and 

understanding they have developed 

are experienced in areas of mergers 

and acquisitions, capital markets, 

restructuring, corporate advisory, funds 

and trusts. ‘We have a strong value 

proposition and believe clients will see 

the strength in our multidisciplined 

teams,’ she says.

Tony O’Malley, a former King & Wood 

Mallesons managing partner who joined 

PwC in 2014 as Australia and Asia-Pacific 

legal services leader, agrees. ‘In part, 

acquiring and developing top legal 

talent is a reflection of the complexity 

of the work we have targeted to win 

and the customers we are looking to 

serve,’ he explains. ‘It is also an essential 

ingredient to delivering integrated 

solutions, as customers expect the PwC 

legal offering to match the high-quality 

standards set by the firm’s tax, assurance, 

deals and consulting practices.’

Wave of disruption
In February 2019, former Telstra 

senior general counsel Mick Sheehy 

joined PwC Australia to lead NewLaw, 

established in preparation for the 

next wave of disruption challenging 

Australia’s legal landscape. ‘This is 

about building legal departments of the 

future,’ says Sheehy. ‘If we can hone their 

focus with the right information, they 

can make far more strategic resourcing 

decisions. This means everything 

from how a general counsel can use 

Find out more about the power 
of your ACCA connections at 
accaglobal.com/connections.

More information
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More information

Read PwC’s Global Consumer Insights Survey 2019 at 
bit.ly/consumer-insights-2019.

China 
86% | 86%

Thailand
67% | 48%

Hong Kong
64% | 42%

Vietnam
61% | 37%

Indonesia
47% | 38%

13% 15% 12%

Singapore
46% | 34%

Middle East
45% | 25%

Philippines
45% | 31%

Russia
45% | 27%

Malaysia
40% | 23%
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24%
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Insurance  bought

Personal loan 
taken out Financial planning 

decision made 

Beware of the buyer
Consumers’ embracing of technology has given them the digital tools to bestride 
the global economic chain and dictate the terms of trade with businesses

Customer satisfaction alignment
Companies should measure return on customer experience 

(ROX) as well as return on investment, says PwC, to help 

them understand their earnings on investments in the parts 

of the company directly related to how people interact with 

the brand. The fi rm’s research has found that consumers are 

putting digital at the centre of 

their lives, and acquiring tools 

that let them demand a tailored, 

channel-agnostic and social 

media-powered experience. 

Companies delivering superior 

consumer (and employee) 

experiences are able to charge 

a premium of up to 16%.

Financial sector struggles
The need for personalisation and 

explanation makes it hard for fi nancial 

services to acquire customers online. 

Purchasing’s online pull
Consumer behaviour is increasingly digital-focused, with 

online shopping becoming a more regular default.

How often consumers buy products online

Growth in mobile payments is highest in emerging economies  

Financial services purchasing and decision-making via digital channels

6% (+2 percentage points) 

25% (+3pp)

23% (–2pp) 

36% (+1pp) 

3% (unchanged) 

7% (–3pp)

Daily

Weekly

Monthly

Few times 
a year

Once
a year

Never

Biggest year-on-year increases 
(Hong Kong started from a low base)2019 2018

Mobile-first for payments
Mobile payment services are gaining widespread acceptance, especially in emerging economies. Globally, 34% of consumers 

paid for purchases in-store in 2018 by using their smartphone or mobile, up from 24% a year earlier. 
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The missing link
By joining the project team from the start, 
finance professionals can be the super-connector, 
helping to close the widening global infrastructure gap

Could finance professionals be the key to filling a 
potential US$14 trillion global infrastructure gap set 
to appear by 2040? That is the premise of a recent 

joint research project from ACCA CPA Canada.
The report, How accountants can bridge the global 

infrastructure gap, argues that finance professionals are best 

equipped not only to measure the gap – and there are a number 

of ways to do that – but also to reduce it so that everybody can 

enjoy the benefits of a well-planned, well-designed and well-

built infrastructure system, wherever in the world they are.

The report calls on finance professionals to help remove the 

barriers to closing the infrastructure gap. They need to be on 
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Biggest barriers to meeting infrastructure needs 

100%

North America

Lack of finance or funding
Lack of political leadership
Skills and talent shortage 
Planning and regulatory barriers
Corruption
Lack of competition
None

Middle East Asia Pacific South Asia Western 
Europe

Source: How accountants can bridge the global infrastructure gap; all respondents (3,611)
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the team when projects are selected, 

when they are financed, when they 

are built and when they are operated. 

The report points out: ‘The particular 

skills and perspective of the finance 

professional can mean the difference 

between success and failure.’

Often described as the plumbing 

that makes economies and societies 

work, infrastructure provides the 

foundations on which entrepreneurs 

can build their businesses and 

people can live their lives. Where 

would we be without road and rail 

networks, without energy and water 

supplies, without means of communication? But equally, where 

could we be if all these areas, and more, provided better, more 

reliable and more easily accessed services and support?

This insight is the driving force behind the report, which 

defines and investigates the infrastructure gap, analyses the 

causes behind the gap, and then sets out a way forward, one 

in which the finance professional will be key.

Two approaches
First, the definition. The term ‘global infrastructure gap’ refers 

to the difference between the infrastructure investment that 

a country needs and the resources that are made available 

to address that need. The report suggests two possible 

approaches to understanding the global infrastructure gap: a 

notional, quantifiable investment gap, and a subjective, needs-

based service gap. Together, these approaches establish 

‘The particular skills 
and perspective 

of the finance 
professional can 

mean the difference 
between success 

and failure’

the size and nature of the overall 

challenge that frames this report. 

In the first approach, the 

infrastructure investment gap is the 

difference between what is actually 

spent on infrastructure and an 

aspirational target that governments 

would like to spend to improve 

infrastructure in their country. The 

smaller the gap, the better the 

performance, runs the argument.

In the second approach, the 

infrastructure service gap focuses 

on what a country aims to achieve 

through the development and 

maintenance of its infrastructure. It moves away from a 

notional investment figure and looks at needs instead.

It is more qualitative – and therefore subjective – approach.

‘Finance professionals are well placed to not just measure 

these gaps but also provide a discipline throughout the life of 

an infrastructure project so that the gaps can be reduced,’ says 

Alex Metcalfe, the author of the report.

The big barriers
The report highlights major barriers to meeting service needs 

and reducing the investment gap. The big barriers identified 

by ACCA and CPA Canada members (see graph below) 

include lack of political leadership (52%), lack of finance or 

funding (49%), and planning and regulatory barriers (40%). 

A lack of political leadership affects a country’s ability to 

select projects, a lack of finance and funding clearly impedes 
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The infrastructure gap in Africa
In 2018 an estimated US$133bn was spent on infrastructure 

in Africa compared with an estimated requirement of 

US$178bn, putting the infrastructure investment gap 

at US$45bn in 2018. 

Cumulatively, between 2018 and 2040 the African 

infrastructure investment gap is expected to reach US$1.59 

trillion, with the infrastructure investment requirement 

expected to be 39% higher than current trends. To put this 

into perspective, the global gap figure is estimated at 19%.

The survey reveals consistently poor levels of infrastructure 

in Africa, with the notable exception of information and 

communications technology (ICT). Many African nations 

appear to have ‘leapfrogged’ the path taken by developed 

nations in phone connectivity, eliminating the need for 

landline infrastructure.

Foreign direct investment is a key driver for infrastructure 

projects in Africa, but finance professionals still need to 

provide appropriate levels of due diligence to ensure success.

Comparing African results with global benchmarks suggests 

the perceived service quality of African infrastructure is well 

below that of global peers. 

the effective financing of projects, and planning and regulatory 

barriers speak to the interface between the public and private 

sector in the delivery of infrastructure. The report argues that 

finance professionals can play a vital role in breaking down 

each of these barriers.

The survey reveals regional variations, although the 

underlying themes remain the same. For example, corruption 

is seen as a particularly serious challenge in South Asia, Africa, 

Central and Eastern Europe, and the Caribbean, but was cited 

by 10% or fewer of respondents in North America and Western 

Europe. In comparison, a lack of 

political leadership ranks consistently 

high as a barrier across the world.

Yet the research found that all too 

often the finance professional is the 

missing member of the infrastructure 

project team. In too many cases, 

the harm has been done before the 

accountant is brought in.

‘By involving finance professionals 

from the very beginning, costly 

mistakes can be avoided,’ says 

Metcalfe. ‘This means asking the 

finance professional to provide the necessary discipline even 

before a project has been selected. Accountants can put 

numbers on ideas and concepts, by applying a consistent 

methodology to ensure they are evaluated against other 

options for meeting policy goals.’

Once a project has been selected, accountants can then 

cast a critical eye over the financing options, ensuring financial 

sustainability and viability, and taking a holistic, total lifecycle 

view of the project. And when it comes to the delivery phase, 

accountants are well placed to provide the crucial financial 

oversight to ensure that the project 

is successfully commissioned.

Action plan
CPA Canada and ACCA tested these 

views with a series of roundtable 

discussions across seven countries –  

Canada, Jamaica, Malaysia, Nigeria, 

Sri Lanka, Trinidad and Tobago, and 

and the UK. The discussions helped 

in the formulation of an action plan to 

ensure finance professionals do not 

remain the missing member of the 

infrastructure team, but play a central 

and vital role. The plan sets out the 

following key steps to promote the 

inclusion of finance professionals on the infrastructure team:

* Increase awareness of the accountant’s qualifications as 

a strategic business adviser and as an essential member 

of the professional infrastructure team, alongside the 

engineers and architects.

* Enable accountants to voice arguments that are 

compelling to political leaders and to the general public.

* Offer elected officials the opportunity to gain financial 

training from accountants so that they understand the true 

costs of an infrastructure project and are better equipped 

to act as financial ambassadors.

* Establish an accountant-informed certification process for 

project selection.

* Develop and implement clearer governance structures and 

decision-making processes that involve the finance function.

* Institute whistleblower protection legislation for 

accountants internationally.

Get these steps right, and the finance professional will 

be in a perfect position to help reduce that US$14 trillion 

infrastructure gap. Fail to do so, and that gap could very easily 

stretch even wider. AB

Philip Smith, journalist

‘By involving finance 
professionals from 
the very beginning, 
costly mistakes can 

be avoided’ 
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The leaders of Japan and the EU meet after the world’s 
biggest free trade agreement came into force, scrapping 
nearly all customs duties between Japan and the EU.

Tricks of the trade
As the US tariff war with China ratchets up, other nations are keeping the free trade  
faith and forging commercial alliances that scrap tariffs on imports and exports

Today’s global trade landscape has some contrasting 
features. On the one hand, the US is displaying 
increasingly protectionist tendencies, exchanging 

blows with China in the form of rising import tariffs and 
apparently set on frustrating the activities of the World Trade 
Organization (WTO), which sets the trade rules. On the other, 
free trade agreements are proliferating.

‘The US has moved away from trade blocs to purely bilateral 

approaches to maximise leverage,’ says Stephen Woolcock, 

associate professor of international relations at the London 

School of Economics. ‘After Trump this may change, but is 

likely to be replaced by a greater emphasis on pluralistic 

approaches, in which the US will seek to negotiate with 

like-minded countries.’ 

Meanwhile, the UK may (or may not) be about to leave the 

world’s largest free trade bloc – the European Union. One of 

the drivers for that departure is the UK’s desire to strike its own 

trade agreements. ‘Brexit is unlikely to result in protectionism 

in the UK – more likely the opposite,’ Woolcock says. 

Trade blocs and free trade agreements in most regions of 

the world are still developing. ‘Generally, preferential trade 

agreements will become more important as other countries 

seek to keep the trading system functioning despite US and 

Chinese disruption,’ Woolcock says. 
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EU
The European Union has a single 

internal market of 28 countries, with 

no tariffs, quotas or taxes on trade, 

allowing free movement of goods, 

services, capital and people. It also has 

the largest web of preferential trade 

deals worldwide – around 70.

CPTPP
The Comprehensive and Progressive 

Agreement for Trans-Pacific 

Partnership covers 11 countries in 

Asia Pacific: Australia, Brunei, Canada, 

Chile, Japan, Malaysia, Mexico, New 

Zealand, Peru, Singapore and Vietnam. 

The agreement has been signed by 

all countries, although four (Brunei, 

Chile, Malaysia and Peru) have yet 

to implement it. Once CPTPP is fully 

operational, 99% of tariff lines among 

members will be duty-free.

Afta
The initial agreement on the 

Association of Southeast Asian Nations 

Free Trade Area was signed in 1992. 

The six original members (Brunei, 

Indonesia, Malaysia, Philippines, 

Singapore and Thailand) were 

subsequently joined by Cambodia, 

Laos, Myanmar and Vietnam. The bloc 

has removed most export and import 

duties on goods traded between 

members and has struck deals with 

other nations, including China.

USMCA
The US-Mexico-Canada Agreement 

is an updated (signed, but not yet 

ratified) version of the 1994 North 

American Free Trade Agreement 

(Nafta) between the same countries. 

Changes include tighter country of 

origin and labour rules for cars, and 

new provisions for the digital economy 

(eg duties are prohibited on e-books).

Mercosur
The Southern Common Market is a 

customs union and free trade area 

with four full members: Argentina, 

Brazil, Paraguay and Uruguay. Member 

countries have agreed to the free 

movement of goods and services 

between each other, and citizens have 

the right to work in Mercosur countries 

without a visa.

TFTA 
There are numerous free trade zones 

in Africa, but the biggest (prior to 

AfCFTA) is the Tripartite Free Trade 

Area. Agreed in 2015, it has 27 

member countries stretching from 

Egypt to South Africa, and a combined 

GDP of more than US$1.5trn.

Friction-free: regional non-tariff blocs
Most of the world is now divided up into a mosaic of often overlapping trade blocs. They range from preferential trade 

agreements and free trade areas to customs unions and full-blown economic and monetary unions.
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For example, the world’s biggest ever free trade agreement 

– between the EU and Japan – came into force in February. 

It covers 635 million people and almost a third of the world’s 

economy. In addition, 11 countries (see box) have formed the 

Comprehensive and Progressive Agreement for Trans-Pacific 

Partnership (CPTPP), despite the US pulling out. Phil Brown, 

senior trade adviser at PwC, suggests that the initial objective 

of most participating nations was to gain access to the US 

market. ‘The fact they took the decision to go ahead anyway is 

a strong signal [in favour of global trade deals],’ he says.    

Another 16 countries (including China, Japan and Australia) 

are trying to reach agreement on the Regional Comprehensive 

Economic Partnership (RCEP) this year. ‘If that happens it will 

be a truly mega deal,’ says Brown. ‘China has not been in a big 

regional trade agreement before. Previously most trade deals 

have been anchored around the US or the EU, so this would 

represent a geopolitical shift towards 

the China market.’ 

Meanwhile, after 22 countries 

ratified it (another 27 intend to), the 

Africa Continental Free Trade Area 

(AfCFTA) agreement came into force 

on 30 May this year. Members are 

required to remove tariffs from 90% 

of goods, but much work remains to 

be done before goods and services 

will actually cross borders tariff-free 

under the new regime.

Revenue loss
Marc Bunch, partner and leader of 

EY’s global trade team, says there is 

‘a lot of positive noise’ about AfCFTA, but warns that countries 

can find it difficult to deliver on their free trade commitments. 

One reason for the difficulties in implementing agreements 

is that customs duties remain important revenue generators 

for many developing countries, with customs officials setting 

performance targets even as governments agree to drop 

duty rates. ‘So you tend to find that customs officials, at least 

initially, tend to react quite negatively,’ Bunch says. ‘In terms 

of enforcement, if you have not dotted an I or crossed a T, 

they will deny you the benefits of the agreement. It also takes 

a while for an agreement to mature and interpretations to 

be understood.’ He says it can take up to five years before 

businesses can confidently look at making strategic decisions 

based on a new free trade agreement. 

Traditional free trade agreements have also tended to focus 

on eliminating tariffs, without properly tackling non-tariff 

barriers such as regulatory requirements. However, tariffs 

account for a relatively small proportion of total trade costs – 

perhaps only 10%. ‘Tariff levels are low for most economies, 

so if free trade agreements are to contribute to trade growth, 

they will have to go deeper,’ Woolcock says. 

‘Non-tariff barriers such as regulatory issues are harder to 

deal with in trade deals,’ Brown points out. ‘That’s because 

there are regulatory agencies and professional bodies with 

their own autonomy. There needs to be coordination.’ 

Services
Another challenge is that services are typically excluded. 

‘Professional services is one of the fastest growing areas of 

global trade, but it is highly regulated by strong professional 

bodies,’ Brown says. ‘It’s one of the more protected areas 

of trade. Trade deals have made only limited progress on 

recognising qualifications that are fundamental to enabling 

cross-border services trade.’

Bunch wonders whether, in a 

post-Brexit world, professional 

services such as accountancy and 

the law might be covered in any 

free trade negotiations between the 

UK, Australia and New Zealand, for 

example. The main factor in favour 

of reaching such an agreement is 

the contrasting nature of the three 

economies. Australia, for example, 

is particularly strong in mining 

and agriculture, whereas the UK is 

services-based. ‘That means there’s 

not a lot of tariff conflict,’ Bunch says. 

‘What they are selling to us we don’t 

mind having as low duty, and vice versa, so negotiating those 

agreements is easy.’ For the same reason, it’s more challenging 

to negotiate agreements where two countries are selling 

similar goods and have similar industries they want to protect.  

As the world changes, so trade agreements will need to 

evolve and take into account the growth in e-commerce and 

rise in importance of data. ‘Potentially we are moving to a 

place where the value is in data more than in physical goods 

crossing borders,’ Brown says. ‘At the moment there are no 

standardised global rules around that. Ideally we would have 

global rules developed in the WTO and then a standardised 

approach that means data is given sufficient protection and 

the rules are clear and enforced. As soon as you have new 

policies and regulations developed by individual countries and 

agreed in small groups, you risk fragmentation.’ AB

Sarah Perrin, journalist

‘Tariff levels are low 
for most economies, 

so if free trade 
agreements are to 
contribute to trade 

growth, they will 
have to go deeper’
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Follow the tech trail
With businesses increasingly sophisticated in their use of technology, auditors need to 
keep pace if they are to scrutinise operations properly and offer true assurance

What will be the human impact on auditors as 
technology dramatically shifts business models 
and how they are audited? This is just one of the 

questions answered in an ACCA report that investigates the 
impact of technology on audit.

The report sets out what has changed and what will change 

for auditing and auditors, what the driving forces behind the 

technological shift are, how digital developments will affect 

audit, and the human impact of all these changes. The report 

also highlights the importance of client-side adoption of new 

technologies, which will have equally important consequences 

for how auditors carry out their work, irrespective of whether 

they are required to do so under existing regulations and 

audit guidance.

The focus of the report is primarily on the external audit, 

although many of the observations will be equally applicable 

for internal auditors. Drawing from conversations with experts 

in the large audit firms, clients and regulators, the report 

42 Accounting and Business July/August 2019

GL_I_AuditTechnology.indd   42 05/06/2019   15:34



shines a light on the significant 

upheaval that technology is forcing 

the audit profession to face.

Five catalysts
The report identifies five catalysts. 

The first is the increase in the volume 

of data. Forbes estimates that 90% of 

the world’s data has been generated 

since 2016. Auditors are increasingly 

dependent on the latest technology 

to deal with this rise. 

The second catalyst is the 

changing landscape of business 

models. Auditors might expect 

the complex audit challenges to emerge from large 

multinationals, but even small startup companies can have 

a  complex, technology-based business model. So whether 

or not they are constrained by regulation, auditors need to 

adapt their processes so that they can understand the  

client-side technology.

Third, clients are already adopting advanced technologies 

such as blockchain and increasingly sophisticated data 

analytics. To get a clear understanding of the business, 

auditors need to understand the technologies behind them.

The fourth catalyst is the drive towards an audit process 

that is far more proactive and forward-looking. Technology 

promises to help create an audit that is able to answer this 

pressure. This ties in with another recent ACCA study, Closing 
the expectation gap in audit, which also highlights the public’s 

expectations from an audit, such as preventing corporate 

failure and assigning more responsibilities to auditors for 

identifying and reporting fraud. Such expectations imply the 

need for more forward-looking audits; expanding the use of 

technology could go some way to satisfying this demand. 

The fourth and final driver is the well-documented shift to 

greater automation in the finance function on the client side – 

although there is an opportunity for greater automation in the 

audit process as well. Automation can help remove repetitive, 

time-consuming tasks and free up auditors to concentrate on 

the issues that require the application of more judgment.

Different technologies will have different impacts on audit, 

both in terms of the systems that need to be audited and the 

tools available to auditors. Much has been said and written 

about artificial intelligence and machine learning, and there 

can be little doubt that these technologies will have an even 

more significant effect on auditing in the future. 

The report highlights other technologies as well. For 

instance, robotic process automation is already affecting the 

Auditors might 
expect the complex 
audit challenges to 
emerge from large 

multinationals, 
but they are also 

coming from much 
smaller businesses

finance function, again helping to 

eliminate repetitive, time-consuming 

tasks. Already in place on the client 

side, it is set to have a wide-ranging 

impact on the audit side too.

Data analytics has been touted for 

some time as a significant contributor 

to the audit process, allowing the 

analysis of whole data sets without 

the need for sampling. This will 

create more accurate and in-depth 

investigations and help identify 

outliers, although of course only what 

is in the data set can be reviewed – if 

some transactions are simply not 

there, then there will still be the need for human intervention.

Deep learning (sometimes known as artificial neural 

networks, a subset of artificial intelligence) is also set to 

revolutionise audit processes. Its application goes far wider 

than pitching a machine against a human in a game of chess. 

Natural language processing, another subset of artificial 

intelligence, will also allow for a greater interaction between 

machines and the real world. Unstructured data will be 

subject to greater scrutiny and again allow the removal of 

the human element.

Human impact
But the most important part of the report concerns the impact 

this will all have on auditors themselves. While much has been 

written about how auditors will be replaced by machines, the 

report highlights a number of areas where the auditor skillset 

will remain in demand.

The skillsets of auditors will change. The report expects 

auditors to take on far more of a project management role. 

Wide technological expertise will be required, but the auditor 

will be needed to guide and direct this expertise. A clear 

understanding of the technology available will be important, 

but a mix of skills will help create a balanced team. That said, 

all auditors will need to know the basics.

It should be remembered that technology, in all its forms, 

is still a tool. Auditors will remain in demand, as their 

judgment will be highly prized. The relationship between 

client and auditor will be key – the human element will be 

hard to remove.

It should also be remembered that technology will keep 

evolving; it doesn’t stop here. Likewise, auditors will need to 

be adaptable and retain the ability to change. AB

Philip Smith, journalist 
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Linking up

Dr Rob Yeung gives some advice on 
how to get the most out of building a 
network at bit.ly/ACCA-playlist.

Getting to know you
It’s not the size of your network that matters, but how you go about nurturing 
relationships among your contacts. Dr Rob Yeung explores the latest research

classic series of studies, Tiziana Casciaro 

from the University of Toronto and 

Miguel Sousa Lobo from INSEAD in 

France collected data on patterns of 

collaboration in both the private and 

public sector. Based on their data, the 

research duo concluded that employees 

‘consistently showed a preference 

for people they liked but considered 

mediocre at the task over competent 

but unpleasant people’. In other words, 

your colleagues may want to work with 

you based more on your interpersonal 

skills than your intellect. The implication: 

ensure that you build a reputation 

throughout your interactions with others 

as someone who is likeable as well 

as smart.

Other people are likely to seek you 

out for projects and advice when they 

enjoy your company. However, research 

suggests that in at least one situation, 

you should probably not rely too heavily 

on this strategy for yourself. Michael 

McDonald and James Westphal at the 

University of Texas at Austin gathered 

data on the advice-seeking behaviour 

of 241 chief executives as well as the 

subsequent financial performance of 

their companies. 

When faced with poor company 

performance, CEOs who sought 

advice from either colleagues with 

a similar background or friends 

tended to achieve lower performance 

improvements for their companies. That 

suggests that people with too similar 

A recent study confirmed the 
importance of networking in building 
a successful career. Researchers led 
by Purdue University’s Caitlin Porter 
monitored 371 employees over two 
years and found that employees who 
spent more time building, maintaining 
and using relationships with people 
outside of their own organisation 
tended to receive more job offers.

Given that the vast majority of job 

offers come with higher salaries, I 

suspect most people would judge that a 

desirable outcome.

However, an effective network is not 

merely large. Research by Rob Cross 

at the University of Virginia and Robert 

Thomas at Tufts University identified a 

slight inverse relationship between the 

size of people’s networks and their work 

performance. 

The strength of each relationship may 

matter more than the sheer number 

of relationships when it comes to 

networking. It is relatively easy to go 

to a conference and introduce yourself 

to a dozen people. But weeks after 

the event, how many of them would 

be genuinely pleased to take your call 

or meet you for an informal drink – let 

alone agree to a request for a favour? 

High performers focus more on longer, 

deeper conversations with the aim of 

developing a small number of genuine 

relationships or even friendships.

Cultivating closeness
When seeking to capitalise on your 

network of contacts for career gain, 

consider that your warmth and 

friendliness may be more important 

than your skill and knowledge. In a 

People with whom 
you have genuine 

social relationships 
may be unable to 
give you the kind 
of guidance and 

criticism you need
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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.

or fi ve hours too. I changed my lifestyle to emulate 

theirs but I’m exhausted – it doesn’t seem to be 

working for me. What am I doing wrong?

One problem with profi les of successful leaders or 

celebrities is that we cannot know whether any given 

behaviour causes their success or may just be an effect of it. Indeed, it is often 

implied that rising early causes people to be more successful. But it is also possible 

that their wealth is the cause which enables them to rise early – perhaps they can 

afford to hire chefs and other home help to do chores for them each evening 

which then allows them to go to bed early and rise early. A behaviour and success 

may genuinely be correlated – but not necessarily in the implied direction of the 

behaviour causing success.

Another issue is that just because one or even several successful people have a 

belief that a behaviour helps them does not mean that it will generally be benefi cial. 

For example, I have come across more than a few leaders who believe that 

instilling fear and a sense of competition in employees is the best way to get high 

performance from them – despite much employer and business school data showing 

that this style of leadership is less effective than inspiring employees and creating a 

challenging yet positive atmosphere. People often have idiosyncratic beliefs that are 

not backed by facts.

Instead, my advice would be to adopt behaviours or techniques that have been 

shown through academic or employer research to deliver benefi ts for many or most 

people. For example, plenty of research demonstrates that most people do benefi t 

from interventions such as mindfulness practice or writing and refl ection exercises 

that are drawn from, say, cognitive behaviour therapy.

Tips for the top 
Emotions can be categorised in more complex ways than simply either positive or 

negative. Negative emotions can be subdivided into low-arousal or high-arousal. 

Low-arousal negative emotions are characterised by low physical energy and include 

tiredness, boredom, sadness and depression. High-arousal 

negative emotions such as nervousness, guilt, irritability and 

outright hostility are often accompanied by a higher heart 

rate and more physical movement. A new University of 

Rochester study found that solitude was a signifi cantly 

effective way of dissipating high-arousal negative 

states. However, it defi ned solitude as time away from 

not only other people but also devices that enable 

communication with others. So the next time you feel 

jittery or anxious, consider leaving both your colleagues 

and your devices behind for at least a while.

Dr Rob’s talent clinic

Q I’ve been reading profi les of 

business leaders and many of 

them get up incredibly early in the 

mornings to exercise and start work. 

Quite a few only sleep for around four 

A

a background or people with whom 

you have genuine social relationships 

may either be unable or unwilling to 

give you the kind of guidance and 

criticism that you may need. 

The kinds of people you 

network with will also determine 

your success. A study led 

by Zhongfeng Su at Nanjing 

University in China looked at 

the networking behaviour of 

Chinese entrepreneurs. Engaging 

in political networking – attempting 

to cultivate links with government 

offi cials – was correlated with poorer 

business performance. In contrast, 

engaging in business networking with 

buyers, suppliers and competitors 

was associated with better business 

performance.

I mention the study by Su’s team not 

to imply that everyone must network 

more with buyers, suppliers and 

competitors and never with government 

offi cials. Instead, the point is that there 

are likely to be marked differences in 

the kinds of networking that will be 

appropriate and effective for people in 

different roles, industries and countries.

Perhaps the best advice on 

networking is to identify and learn from 

high-performing individuals with strong, 

effective networks who are in your line 

of work and industry. What do they 

do – and how might you emulate it for 

yourself? AB

Dr Rob Yeung is an organisational 

psychologist at leadership consulting 

fi rm Talentspace: talentspace.co.uk.
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At the sharp end
CFOs should invite marketing teams in for a chat so they can provide a 
more valuable service than merely ‘colouring in’, urges Jason Bal

sales support); and 23% span both, 

with an enterprise-wide remit. The 

commercially-focused types are more 

common in companies where marketing 

is not seen as crucial to business 

success (a typical situation in many B2B 

organisations, which are often either 

sales or engineer-led).

But these silos limit the possibility 

for marketing to encompass a wider 

range of value-creating activities, 

including end-to-end demand 

generation, pricing, distribution, 

customer experience, innovation, talent 

acquisition, investor relations, customer 

insight, vision and values, culture 

development and more. 

That opportunity is lost if marketers 

are not having the right conversations 

with the CEO, CFO, head of sales 

and head of human resources – 

conversations that allow them to 

view business strategy from different 

Here’s a scary fact: in a global study 
by Fournaise Marketing Group, 80% 
of CEOs were either unimpressed 
or simply did not trust their chief 
marketing officers (CMOs), compared 
with just 10% who felt the same about 
their CFOs and chief information 
officers. The reason is clear: 78% of 
CEOs believe marketers have lost sight 
of what they are in the business to do.

Meanwhile, marketers feel 

demoralised from trying to convince the 

CFO to release budget for new tools 

and campaigns even though, in reality, 

most budget holders are happy to do 

so if it can be shown the business will 

make money, save money or achieve 

its objectives. 

So where did it all go wrong? 

Part of the problem is that the 

concept of ‘marketing’ varies 

between companies: CMOs may 

be solely strategic thinkers in 

one company and purely 

executional tacticians in 

another. Meanwhile, 

CEOs often have 

no marketing 

experience to make 

the distinction 

themselves. And 

then there are 

The CMO must 
justify how it 

will support the 
business’s key 

objectives

problems with communication: 

marketers just aren’t speaking the same 

language as CFOs and CEOs.

Research by the Harvard Business 

Review splits CMOs into three main 

types: 31% focus primarily on growth 

strategy (positioning, new product 

development, customer insight); 46% 

focus on commercialisation (marketing 

communications, demand generation, 
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More information

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

Around the table
Here are some tips for how to have a better conversation with your CMO: 

* Don’t simply focus on the financials. When talking about company goals (eg, we 

want to become a US$100m organisation), paint a picture of what success looks 

like. How many people will it employ? Where will it compete? How will the mix 

of products and services change? What will the wider market be like in five years’ 

time? This helps the CMO create a persona for the business – one that includes 

its hopes, dreams and world view.

* What is needed to get there? Again, not a marketing question but a business 

one. Perhaps the business needs to expand into new geographic markets, buy or 

merge with a competitor, or hire new and different people.

* What are the major obstacles that may hold us back? What will stop us getting 

to where we want to be, and what will we need to overcome along the way? 

Once marketers understand these obstacles, the CEO/CFO should then rank 

them in order of importance to the business.

* What timescales are we working to? While yearly performance objectives are 

the norm, it is just as common to operate quarter-by-quarter from a sales point 

of view. Yet many businesses have sales cycles that span quarters (sometimes 

whole years), and brand development is often a multi-year effort. So it’s not 

difficult to see where tensions between the C-suite and marketing can blow up. 

If CMOs focus on the long term and the CEO is sweating over the next quarter, 

marketing could be highly successful on their own terms and an abject failure in 

the eyes of senior management. 

* What return on investment can we expect? Surprisingly often, the C-suite has 

no preconceived ROI expectations but will have sales targets linked to marketing 

in a ‘marketing-generated leads’ column. Yet, when budgeting for marketing, 

the basic formula is to assign X% of last year’s budget. Some marketers may 

view this as a good thing, as it gives them room to do what they want with 

less accountability. They are wrong. Without the rigour that comes from ROI 

accountability, marketers are simply left vulnerable to subjective opinion. CMOs 

think marketing is delivering impressive results, while the CEO and CFO – who 

have the power – think it’s a significant cost. It is critical that marketers can place 

what they do firmly in the objective value-creation side of the balance sheet. 

This conversation is now more 

important than ever, as the increasingly 

widespread adoption of zero-based 

budgeting is a game-changer. This 

begins each year with a marketing 

budget of zero. From there, the CMO 

must justify why they need investment 

and how it will support the business’s 

key objectives. This is entirely a good 

thing, as it aligns marketing with 

overall business strategy while helping 

CMOs defend against pointless 

reactive requests.

vantage points, to identify what success 

looks like and whether everyone 

is aligned. 

A CFO has a uniquely granular view 

of what drives business success and 

will be able to model and map out the 

trajectory of different products and 

solutions. With that insight, marketers 

will get a valuable perspective. Without 

it, they may be forever characterised 

as the ‘colouring-in’ department – the 

people you go to for brochures, events, 

that web stuff. What a waste.

If finance and marketing can get 

around the table, the results will benefit 

everyone. AB

Jason Bal is founder of Considered 

Content, a B2B marketing specialist that 

has worked with Grant Thornton, EY and 

Bain & Company.
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Level of detail
The use of fair values has always been contentious. Adam Deller looks at IFRS 13, and 
user and preparer responses to IASB consultation on disclosure requirements

IFRS 13 defines fair value as the 

price that would be received to sell an 

asset or paid to transfer a liability in an 

orderly transaction between market 

participants at the measurement date. In 

addition, IFRS 13 sets out a framework 

for measuring fair value and provides 

guidance on the required disclosures 

about fair value measurements. 

One of the key aspects of IFRS 13 

is that it utilises a fair value hierarchy 

across three levels, as follows: 

* Level 1 inputs. These are the most 

reliable way to measure fair value. 

Level 1 inputs are quoted prices in 

active markets for identical assets or 

liabilities. 

* Level 2 inputs. These are inputs 

that can be observed directly or 

indirectly but are not quoted prices 

on an active market. This can 

include quoted prices for similar 

assets or liabilities, or other inputs 

that are observable such as interest 

rates and yield curves.

* Level 3 inputs. These are 

unobservable inputs and are 

therefore the least reliable 

measurement of fair value. They use 

the best information available, often 

utilising valuation techniques or the 

entity’s own data.

The International Accounting Standards 

Board (IASB) is in the process of 

constructing guidance for the 

development and drafting of future 

disclosure requirements. As we have 

written numerous times in the past 

year, the central theme to the work of 

the IASB is ‘better communication in 

financial reporting’. A key part of this 

is the disclosure project, looking at the 

In previous editions, AB has looked 
at how accounting standards such as 
IAS 38, Intangible Assets, have failed 
to adapt to the world of fair value 
measurement, where they state that 
intangible assets can only be revalued 
with reference to an active market.

An active market is one in which 

transactions take place with sufficient 

frequency and volume to provide pricing 

on an ongoing basis, but such markets 

are uncommon for intangible assets. This 

means that intangible items are often 

held at historical cost, with no reflection 

of a more ‘up-to-date’ value included. 

The result of this is that many 

entities’ internally generated assets 

go unrecorded, shown as valueless. 

In the eternal Messi-Ronaldo debate, 

accountants have long known who is 

the most valuable. Cristiano Ronaldo is 

shown at the cost of €115m in the books 

of Juventus, whereas Lionel Messi is 

valued at €0 in the books of Barcelona. 

That may not settle many debates on 

radio phone-in shows, but it is enough 

to satisfy the auditors.

The use of fair values has always been 

contentious in the accounting world. 

There are some who firmly believe that 

such figures can be unreliable and even 

dangerous. Extreme examples such as 

the 2007 US housing bubble only serve 

to further this argument. 

In 2011, IFRS 13, Fair Value 
Measurement, was introduced in an 

attempt to provide further guidance for 

holding items at fair value. It does not 

determine when an item is measured 

at fair value, as this is covered by the 

applicable rules outlined in other 

standards, as shown in our Messi-

Ronaldo comparison. 

IFRS 13 seeks to provide preparers with 

guidance by defining fair value. If you ask 

most people what an item’s fair value is, 

they will probably conclude something 

along the lines of it being what another 

party is willing to pay for it. While that is a 

seemingly sensible response, realistically 

it falls some way short of the practicalities 

of how values should be derived in 

respect of some of the modern, complex 

instruments held by entities today. 

48 Accounting and Business July/August 2019

C
PD

GL_T_DellerCPD.indd   48 30/05/2019   13:11



need, they still often prefer to have 

the information available. They would 

support better application of judgment 

in eliminating information that is not 

material from the fi nancial statements.

The most common fi nding among 

users was that detailed disclosures 

were only provided for level 3 assets 

and liabilities. Some users believe that 

standard-setting could help by requiring 

additional disclosures for level 2 items 

similar to those needed in level 3.

problems communicating information 

in fi nancial statements to users. Part 

of this process involves testing ideas 

for guidance on two existing IFRS 

Standards, one of which is IFRS 13.

Which disclosures to value?
According to IFRS 13, entities must 

disclose the valuation techniques 

and inputs used in calculating fair 

value, which level in the hierarchy the 

measurements are categorised in and 

any transfers made between levels. As 

level 3 inputs carry more subjectivity, 

much greater disclosures are required 

with these. This can include amounts 

recorded in profi t or loss (or other 

comprehensive income), the valuation 

processes used and an element of 

sensitivity analysis, particularly regarding 

the unobservable inputs.

Most users who responded to the 

IASB were broadly happy with the 

information they receive, and said that 

the improvements suggested were 

not critical. While disclosures could 

often be lengthy – and a number of 

users stated that they did not actually 

examine closely the disclosures – some 

respondents were nervous about 

eliminating some of them.

The IASB is fi nding this a common 

theme in its testing. While users 

accept that there is probably a lot of 

information disclosed that they don’t 

Some feel that level 2 is currently 

a ‘black box’, and that additional 

information about the inputs, 

techniques and amounts underlying 

level 2 would be very useful. Some 

users noted that level 2 items are often 

signifi cant for banks. A similar request 

for additional disclosures in level 2 

has arisen in the US, but the Financial 

Accounting Standards Board heard that 

such additional disclosures would be 

extremely costly to prepare.

Juventus shows 
Cristiano Ronaldo 

as valued at 
€115m, whereas 
Barcelona values 

Lionel Messi at €0
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sensitivity analysis, it’s unlikely this will 

be taken any further.

So in this project, there will not be 

any changes to whether items can be 

recognised at fair value or not, meaning 

Ronaldo is still worth more than Messi.

It appears that the next step will be for 

the IASB to develop specifi c disclosure 

objectives, focusing on what the aims of 

providing specifi c information would be.  

The IASB will review any information 

required by either of these standards 

that cannot be linked to a specifi c 

objective, in addition to areas identifi ed 

through the feedback process, which 

is not currently covered by existing 

requirements.

One of the IASB’s concerns is that 

fi nancial statements contain too 

much irrelevant information. Part of 

the disclosure project was to see if 

the clutter could be reduced. In fact, 

from the initial feedback, it seems 

users would like more entity-specifi c 

information. The project may not take 

the direction initially expected. AB

Adam Deller is a fi nancial reporting 

specialist and lecturer.

Almost all users said that a tabular 

breakdown of specifi c items within each 

level of the fair value hierarchy would be 

useful. This would help them understand 

the nature and characteristics of items 

measured at fair value, and provide 

more information such as a breakdown 

of which specifi c types of derivative 

the entity holds. Many users also said 

they found it diffi cult to understand 

how the entity has assessed which level 

items belong in, particularly in relation 

to differentiating between level 2 and 

level 3 items. 

While information is provided about 

this, it is often a simple duplication of 

the defi nitions in IFRS 13. Users believe 

that an entity-specifi c explanation, 

together with the above tabular 

breakdown, would allow them to 

better understand the nature and 

characteristics of the items measured 

at fair value. It is unlikely that such 

information would be costly for 

preparers and users.

The IFRS taxonomy team undertook a 

comprehensive common practice review 

of IFRS 13 in 2018. It found a diversity in 

whether the reported effect is before or 

after tax. It also found that some entities 

report absolute changes in inputs and 

others report relative changes in terms 

of the sensitivity analysis.

This neatly brings us to the topic 

of sensitivity analysis, which appears 

to be a constant theme in relation to 

the disclosure project. A number of 

users would like to see a sensitivity 

analysis that shows the effect on fair 

value of changing multiple inputs 

simultaneously.  

Preparers commented that the 

current level of sensitivity analysis 

required by IFRS 13 was already costly 

to prepare and that the provision of 

further such analyses would require 

even more effort. Given the lack of 

appetite previously shown by the IASB 

for increasing the disclosures around 

The topic of 
sensitivity 

analysis appears 
to be a constant 

theme in relation 
to the disclosure 

project
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HKEX consults on ESG reporting 
Hong Kong accountants may see an increase in demand for non-financial 

assessments, with the Hong Kong Stock Exchange consulting on proposed new 

environmental, social and governance (ESG) reporting. The exchange is proposing 

introducing mandatory disclosure requirements to include board statements 

considering ESG issues and what reporting principles are used to develop company 

ESG reports. Listed companies would also have to disclose significant climate-

related issues of past and future impact. And rules on key social and environmental 

performance indicators would also be changed. 

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

Deductions advice
Hong Kong’s Inland Revenue 

Department has released guidance on 

how from 2019/20 taxpayers can claim 

deductions for qualifying premiums 

paid under the territory’s voluntary 

health insurance scheme policies, as 

well as qualifying annuity premiums 

paid under qualifying deferred annuity 

policies and tax-deductible mandatory 

provident fund voluntary contributions.  

New registration forms 
Hong Kong’s Business Registration 

Office has released new fillable PDF 

forms with two-dimensional barcodes 

for companies needing to file changes 

in information.

Netherlands agreement
The Hong Kong Securities and Futures 

Commission (SFC) and the Netherlands 

Authority for Financial Markets have 

agreed to allow eligible Hong Kong 

collective investment schemes and 

Dutch undertakings for collective 

investment in transferable securities to 

be distributed in each other’s markets, 

using streamlined controls. 

Credit standards explained
The SFC has also released advice 

on expected standards for managing 

the risk generated by using credit-

rating models. 

Mainland China

Contributions lowered
The Chinese government has lowered its 

employer social insurance contributions 

to help companies in a country whose 

Hong Kong

Sustainable approach
The Hong Kong Monetary Authority 

(HKMA) has unveiled policies 

promoting green finance. These include 

measures to develop a common set of 

standards to assess the environmental 

sustainability of Hong Kong’s banks. The 

HKMA will later set tangible deliverables 

for promoting green and sustainable 

developments within the Hong Kong 

banking industry and monitoring 

progress. The HKMA added that it may 

in future favour green investments for 

its Exchange Fund, which helps protect 

the value of the Hong Kong dollar, if 

they offered similar returns to non-

environmentally focused projects. 

First green bond issued
The Hong Kong government has 

issued its first green bond, valued at 

US$1bn. Proceeds will be directed to 

the Hong Kong capital works reserve 

fund, financing public works projects 

that provide environmental benefits and 

support sustainable development. 

Inverse product listed
The Hong Kong Stock Exchange has also 

made its first listing of a two-time inverse 

product, the CSOP Hang Seng Index 

Daily (-2x) Inverse Product. Also called 

inverse exchange traded funds, these 

products are designed to provide daily 

investment results of up to 200% of 

their underlying benchmark’s inverse 

performance, before fees and expenses. 
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services and commitments during 

times of financial disruption. The advice 

stresses the need to identify risk, develop 

a risk-based recovery strategy, test 

business continuity protocols, and create 

special procedures and communication 

plans to deal with major disruptions. 

Debt watch
A Debt Management Office has been 

established to review and manage 

the debt and liabilities of the federal 

government, public agencies and 

state special purpose vehicles. It will 

restructure bonds and borrowings to 

save financing costs and craft strategies 

to reduce public debt. 

Blockchain move
Bursa Malaysia is developing proof-

of-concept systems using blockchain 

technology to boost speed and capacity 

in securities borrowing and lending. 

The exchange has worked with Forms 

Syntron Information (HK) to support 

Affin Hwang Investment Bank, CIMB 

Investment Bank, Citibank, Kumpulan 

Wang Persaraan (Diperbadankan) 

and Malacca Securities and develop a 

blockchain-enabled lending pool. 

Singapore

DTAs updated
Singapore has agreed an updated 

avoidance of double taxation 

agreement with South Korea. 

Meanwhile, an updated double taxation 

agreement struck between Singapore 

and Ireland has also come into force.

ACRA support
The Accounting and Corporate 

Regulatory Authority (ACRA) has released 

guidance on how city-state companies 

(including foreign-owned locally listed 

subsidiaries) should maintain a register 

of controllers, identifying their beneficial 

owners. ACRA has also released 

past high growth rates are moderating. 

China’s state taxation administration has 

announced that the ceiling for employer 

pension contributions has been lowered 

to 16% of total payroll from 18%; a pilot 

programme that reduced companies’ 

unemployment insurance contributions 

from 1.5% to 1% will last until 30 April 

2020. There will also be a 20% cut 

in injury insurance contributions. In 

addition, the government is lowering 

minimum social insurance guaranteed 

pay for freelancers and small business 

owners to 60% of local average wages 

from 80% to encourage them to buy 

private insurance.

Tariffs raised
China has raised tariffs on US$60bn 

worth of US exports, effective from 1 

June. The US goods are divided into 

four groups, the new tariffs being 25% 

(up from 10% previously), 20% (up 

from 10%), 10% (up from 5%) and 5% 

(unchanged). Among the products 

facing a 25% tariff are sweet almonds, 

seasoned sweet olives, tequila, insulin 

and diagnostic reagents. Those in the 

5% range include signal flares, mobile 

switching centres and modems. 

Malaysia

CG in the spotlight
The Securities Commission Malaysia 

(SC) has released its first Corporate 

Governance Monitor, claiming it 

demonstrates compliance with 

the Malaysian Code on Corporate 

Governance. It noted that Malaysia 

had seen an increase in female board 

membership of the country’s top 100 

listed companies – from 16.6% in 2016 

to 23.68% in 2018. 

Business continuity guidance
The SC has also issued guidance 

on business continuity for major 

corporations, ensuring they offer critical 

guidance on how companies should 

maintain registers of nominee directors 

and how to alter constitutions. 

Value assessment
The Inland Revenue Authority of 

Singapore has released guidance on 

assessing the value of commodity 

marketing and trading activities, 

helping taxpayers comply with the 

arm’s-length principle within tax 

law and related transfer pricing 

documentation requirements. 

Rules amended
The Singapore Exchange has amended 

a wide range of trading rules, including 

those on securities trading and market 

practices. These will liberalise conditions 

for customer account opening; dispense 

with requiring exchange members to 

obtain written acknowledgement from 

clients when they operate off-premises; 

and create a new notification framework 

for registering trading representatives.

Distributed ledger trial
The Monetary Authority of Singapore 

(MAS) and its Canadian counterpart, 

Bank of Canada, have successfully 

trialled making crossborder and 

cross-currency payments using 

central bank digital currencies and 

distributed ledger technology. The 

goal is to provide an alternative to a 

correspondent banking network, which 

can be inefficient and expensive. 

Basel III actions
The MAS is also consulting on proposed 

revisions to the risk-based capital 

requirements and leverage ratio 

requirements for Singapore-incorporated 

banks that would implement the Basel 

III reforms developed by the Basel 

Committee on Banking Supervision. AB

 

Keith Nuthall and Wang Fangqing, 

journalists 

53July/August 2019 Accounting and Business

AP_T_update.indd   53 05/06/2019   15:23



Framework refi ned
In the second of a two-part series on the conceptual framework, Dean Hezekiah ACCA
explores the IASB’s angle on recognition, measurement, presentation and disclosure 

individually, as they all relate to the 

same object. Hence the need to group 

them into a unit of account. 

Presentation and disclosure
A long-awaited inclusion in the revised 

framework is a chapter on presentation 

and disclosure. It emphasises that the 

income statement remains the primary 

source of information on the entity’s 

fi nancial performance and that it is 

just as important as the statement of 

fi nancial position.

The concept of comprehensive 

income (or loss) is brought into 

the revised framework to cater for 

instances where assets and liabilities 

are measured using current values and 

are therefore subject to future changes 

in value. Such changes are generally 

referred to as unrealised gains and 

losses. In these situations, the IASB 

believes that reporting current value 

changes in the income statement 

would not constitute useful information, 

so it instead advocates adjustments 

The International Accounting Standards 
Board’s (IASB’s) revised framework, 
published in March 2018, requires 
assets and liabilities to be recognised 
when doing so results in relevant 
information that can be faithfully 
represented – that is, where they meet 
the qualitative characteristics of useful 
information. 

The main considerations for what is 

deemed ‘relevant’ are that the asset/

liability is of economic benefi t and can 

be measured reliably. The idea is that 

preparers should consider the operating 

environment’s inherent uncertainties 

when deciding what to recognise. 

The revised framework discusses 

the diffi culties of using estimates 

and measuring uncertainty when 

making a faithful representation. It 

may not be possible to make a faithful 

representation where the best estimate 

is too uncertain. This is not dissimilar to 

the existing framework’s requirement 

that recognition must have a ‘cost 

or value that can be measured with 

reliability’.

As with the existing framework, 

the revised framework states that 

recognising assets and liabilities 

effectively results in recognising equity, 

income and expenses, due to the 

way these elements are related. The 

defi nitions of income and expenses 

have been updated to refl ect the 

refi nements in the defi nitions of 

assets and liabilities, from which they 

are derived, but their meanings are 

essentially the same.

For the fi rst time, the framework 

provides guidance on when to 

derecognise assets and liabilities. 

For assets, this occurs when control 

of a resource is lost. Liabilities are 

derecognised once the entity no longer 

has a present obligation to fulfi l. In both 

cases, derecognition can be partial. 

Measurement 
The new framework goes into some 

detail as to the different measurement 

models. They fall into two broad 

categories: cost and current values. 

In an active market, current values are 

referred to as fair values. Outside an 

active market, valuation techniques are 

adapted to the entity’s specifi c needs, to 

arrive at a ‘value in use’ for an asset, or a 

‘fulfi lment value’ for a liability.

Of course, the new framework does 

not offer recommendations for what 

to recognise and which measurement 

approach to adopt. This might be 

present instead in current standards, 

which take precedence over the 

framework. 

The framework introduces the ‘unit 

of account’ concept for grouping 

rights and obligations meaningfully to 

facilitate recognition and measurement. 

Because the framework reduces assets 

and liabilities down to rights and 

obligations, it may be unclear how to 

account for them monetarily, especially 

where several rights derive from one 

object, or several duties stem from a 

single contract. This is not uncommon. 

For example, a motor vehicle that is 

owned presents the rights to use, sell or 

rent, to name a few.

Although these rights conceptually 

are assets, each representing a unique 

benefi t, it is not practical (or necessary) 

to recognise and measure them 

The income 
statement 

remains the 
primary source of 

information on the 
entity’s financial 

performance
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changes in equity reserves. And as 

equity reserves are specific in their use, 

users can get precise insights into the 

effect of current market trends from the 

statement of changes in equity.

Events leading up to the global 

financial crisis of 2008 underscored the 

need for more robust reporting that 

reflects the effect of current costs, where 

relevant. Indeed, much of the reporting 

regulation that has come in response to 

it has focused on financial instruments 

– an area where the need to explore 

current cost trends is greatest.

Prior to the OCI regime, the effects of 

current costs were either not accounted 

for, subsumed into the income 

statement, or recognised directly in 

reserves. With OCI, regulators can 

now adapt reporting provisions more 

specifically to users’ needs.

Except for the definitions of assets 

and liabilities, the changes to the 

conceptual framework are more like 

refinements than sweeping reform. 

Much effort has been made to bring 

ideas that are already reflected within 

existing standards into the fold, and by 

so doing, bringing the framework into 

the present day. AB

Dean Hezekiah ACCA is a technical 

writer at Darlo Higher Education.

in designated equity reserves. 

The movements in these reserves for 

the period are reflected in a statement 

of other comprehensive income (OCI), 

typically after earnings. When these 

assets and liabilities are released, 

the net effect of remeasurement 

changes previously recognised within 

OCI reserves are reclassified to 

profit and loss, and will affect the net 

profit figure in that period. This is a 

necessary provision, as the profit and 

loss statement is intended to reflect 

financial performance, a key indicator 

of management’s stewardship, and 

management has no control over 

market trends that inform current values. 

The concept is not entirely new. It was 

introduced in an amendment to IAS 1, 

Presentation of Financial Statements, in 

June 2011. Importantly, this guidance 

only applies to the board’s standard-

setting process. Preparers cannot, at 

their discretion, choose to recognise 

income and expenses in OCI. 

Beyond ensuring that financial 

performance in the income statement 

remains a true reflection of management 

stewardship, OCI has another essential 

purpose: it allows the statement 

of financial position to accurately 

depict asset and liability values while 

highlighting the effect of remeasurement 
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Blockchain havens
The ‘nowhere yet everywhere’ nature of blockchain makes it hard to regulate and 
offers an opportunity to exploit certain tax jurisdictions, says Omri Marian

raised more than US$10bn. In 2018, 

1,012 ICOs were successful in raising 

funds to the tune of US$11.6bn in 

aggregate. It is increasingly clear that, 

while still dwarfed by traditional capital 

markets, ICOs are becoming a popular 

way for entrepreneurs to raise funds.

Many traditional offshore fi nancial 

centres are taking a keen interest in 

ICOs, and trying to position themselves 

as leaders in the fi eld. For example, the 

Swiss canton of Zug is known among 

Blockchain technology continues to 
grow in popularity as its new uses 
are explored. We read more every 
day about how it is being deployed, 
and the signifi cant risks and benefi ts 
it can bring. Yet its key features of 
autonomy and anonymity may be being 
exploited for illicit purposes.

In its essence, blockchain is a 

decentralised ledger that records 

ownership and value transfers. As such, 

it provides a platform for autonomously 

executed applications. For example, 

users can programme a contractual 

arrangement onto a blockchain, coding 

in triggering events that automatically 

execute contractual provisions. Since 

the execution is a decentralised 

operation, neither of the parties to 

the contract can prevent it should a 

triggering event occur.

Blockchain applications also offer 

a high level of anonymity because 

starting a blockchain ‘wallet’ is 

essentially costless and does not require 

identifying information. Moreover, 

because blockchain is a decentralised 

technology that ‘resides’ nowhere, there 

is no central jurisdiction that can impose 

or enforce the collection of taxes.

In addition, blockchain does not 

require fi nancial intermediaries in order 

to operate. Recent efforts against tax 

evasion, including the Organisation 

for Economic Co-operation and 

Development’s Common Reporting 

Standard (CRS) framework and the 

Foreign Account Tax Compliance Act 

(FATCA) in the US, have been targeted 

at fi nancial intermediaries through which 

tax evaders operate. Take the fi nancial 

intermediary out of the transaction, 

Because blockchain 
is a decentralisted 

technology that 
‘resides’ nowhere, 
there is no central 

jurisdiction to 
impose taxes or 

enforce collection

and in principle you can work around 

FATCA and the CRS framework. 

But blockchain ventures must 

start somewhere. Someone has to 

come up with the idea and draft 

a business plan. Someone has to 

write the code. Even if the eventual 

application is truly decentralised, the 

original entrepreneurial process is 

not. Entrepreneurs may prefer a low-

regulation environment to start their 

venture in and they seek out parts of the 

world that offer this. The jurisdictions 

that can offer such regulatory refuge 

could become ‘blockchain havens’.

Coining it
There is some evidence that this 

is already happening, at least 

when considering the initial coin 

offering (ICO) market. ICOs are 

blockchain-based crowdfunding 

platforms. In an ICO, a promoter issues 

a blockchain-based digital token in 

exchange for value. Over the past few 

years, the ICO market has gradually 

grown in signifi cance. One study 

estimated that in 2017 alone 413 ICOs 
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Singapore, Gibraltar, Lichtenstein 

and Luxembourg. Also on the list is 

Myanmar, which is far outpacing many 

developed economies. 

Another survey finds that, by number 

of ICOs, the 10 leading jurisdictions 

include Singapore (in second place), 

Switzerland (fourth), Hong Kong (fifth) 

and Gibraltar (eighth). And a third survey 

reports that Singapore, Switzerland, 

Hong Kong, the Netherlands, and the 

British Overseas Territories combined 

the blockchain community as Crypto 

Valley, while Malta has attracted the 

epithet Blockchain Island.

Recent data on ICOs clearly 

demonstrates the large role played 

by offshore jurisdictions in the ICO 

market. For example, a survey of 

geographical distribution of ICOs has 

found that the top 25 jurisdictions in 

the ICO world (both in terms of funds 

raised and the number of ICOs) include 

offshore centres such as Switzerland, 

accounted for 36.7% of all global 

ICOs in 2017/18 in nominal terms 

– far outweighing the size of these 

jurisdictions in the world economy. 

Black box
The rise of blockchain centres presents 

the international community with 

major challenges. Since blockchain 

applications are decentralised, they 

cannot be stopped once executed, 

even if the jurisdiction where they 

started wants to halt them. There is 

no intermediary or central authority 

to regulate, coerce or shut down 

the application. The technology is 

tamper-resistant. Transactions cannot 

be undone, unless most users agree 

(potentially requiring the agreement of 

millions of end users around the world). 

If funds are fraudulently transferred 

using blockchain, then the transaction 

cannot be reversed. 

The anonymity feature makes it 

hard for wronged parties to identify a 

wrongdoer and seek legal recourse. 

And the autonomous nature of 

the technology means that even 

if governments realise that the 

technology will be used for illicit 

purposes in the future, it cannot 

be stopped. 

This all suggests that the only point 

where blockchain ventures can be 

regulated is before they enter the 

market – at inception. The international 

community will have to come to grips 

with this new challenge and develop 

a coordinated framework to address 

such challenges and find a way to 

regulate blockchain startups, especially 

those that take advantage of the lightly 

regulated environment of offshore 

financial centres. AB

Omri Marian is a professor of law and 

the academic director of the graduate 

tax programme at Irvine School of Law, 

University of California.
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Reaching outReaching out
Whether you are looking to connect locally, internationally or to expand your 
knowledge in a specialist area, effective networking can be a powerful tool 

implementation project for Xero across 

Singapore, Malaysia and the UK.’

Chen Voon Hann FCCA, CEO at CAS 

International, agrees that networking 

can be a great way to acquire new 

business leads and get referrals.  

‘Having a relationship with other 

professionals that I meet through 

networking can open doors for business 

opportunities,’ he says. ‘For example, 

if somebody would like to set up a new 

business in another country, we refer 

them to our network partner in that 

country. They will do the same for us.

‘We always discuss the latest 

accounting software programs, business 

strategies or employee management 

practices that we can implement in our 

fi rms, and this has helped us to identify 

new approaches.’

Rosanna Choi FCCA, founding 

partner of CW CPA and chairperson 

of ACCA’s Global Forum for SMEs, 

From making new contacts, to creating 
a support network, to building up a 
reputation, the benefi ts of networking 
are far reaching and long lasting.

‘It’s not about what you know; it is 

about who you know in today’s business 

world,’ says Tiffany Wong, director 

at Robert Walters Hong Kong. ‘If you 

are looking to start or grow your own 

business, networking is a must.’

Liz Search, founder of Mud Pies 

Education and vice-chair of the Women 

Entrepreneurs Network, agrees that 

networking plays a key role. ‘Networking 

is about making contacts. People 

always respond better, whether they 

are potential clients, investors, buyers 

or even suppliers, if they have met you 

face-to-face,’ she says.

Search adds that in a small place like 

Hong Kong, networking can help to 

build up your reputation very quickly. ‘I 

speak to a lot of female entrepreneurs 

and when they have managed to scale 

up their business or grow overseas, a lot 

of the growth has been made possible 

through personal introductions and 

meeting the right person who is able to 

help them.’

Paul Gardner, CEO at Fresh 

Accounting, experienced fi rst hand the 

role networking can play in growing a 

business when he and three colleagues 

attended accountancy software provider 

Xero’s annual conference, Xercon, in 

Brisbane, where they won the Xero Asia 

Partner of the Year 2018 award.

‘We were able to network throughout 

the entire event,’ he recalls. ‘We met 

numerous accounting fi rms and add-on 

partners to Xero, as well as the Xero 

leadership team.

‘Through a general catch up, we 

received an email connecting us to the 

CFO of a UK publicly listed education 

business. The opportunity led to an 
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Networking is a two-way street
In order to network effectively, Vincent BoonSeng Lim, CFO Asia Pacific at Datalogic, 

stresses that people should not go into it thinking about what they can get out of it, 

but rather how they can add value for the other person.

Tiffany Wong, director at Robert Walters Hong Kong, agrees that you must 

be prepared to give something, too. ‘Think about how you can add value to the 

contacts you have met,’ she says. ‘When you talk to them, find out what they 

are looking for. If they are hiring, can you connect them with someone? People 

remember that and later on you can leverage on that relationship,’ she says, adding 

that effective networking is all about following up on the contacts you have made. 

Liz Search, founder of Mud Pies Education and vice-chair of the Women 

Entrepreneurs Network, also cautions that networking is building relationships, not 

selling your product. ‘It is about getting to know people, building your presence and 

showing what you can do,’ she says. ‘It is about meeting people you can call if you 

have a problem or need help finding a supplier or new member of staff.’

or head-of-finance level, the third level 

of networking is very crucial, as you need 

to network with people from different 

backgrounds,’ he says, adding that he 

has met people from sectors as diverse 

as marine engineering and cybersecurity. 

‘At the time there was no obvious 

benefit, but when I reached regional 

CFO level, those networks helped me 

to understand different areas I was 

working in. When cybersecurity became 

an important area for my company, my 

network became very useful and through 

these people I was able to learn more 

about how to tackle certain issues.’

Dr Chua Hock Hoo FCCA, executive 

chairman at Cheng & Co, thinks 

agrees: ‘Having good friends who are 

accountants is important if you have a 

very complicated tax issue that you have 

not come across before, for example, as 

you can seek advice on a no-name basis 

for possible solutions.’

She adds that networking has played 

an important role in developing her 

SMP business. ‘In addition to carrying 

out audit work, we also provide other 

services, such as company secretarial 

and tax advisory,’ she explains. ‘To 

provide company secretarial work, 

opening bank accounts for companies is 

important, so networking with banks is a 

crucial area for us.’

Career accelerator
Professionals can also use networking 

to help accelerate their careers. 

‘Networking with a potentially useful 

contact gives you a chance to build a 

rapport with them, which will increase 

the likelihood that they will remember 

you for the right reasons,’ says Grant 

Torrens, regional director at Hays 

in Singapore. ‘They will learn more 

about your experience, strengths and 

professional conduct.

‘Networking helps you to keep in 

touch with the ins and outs of the 

industry and, if done right, you get 

exclusive insights into the business 

landscape in which you operate.’

Despite the prominence of social 

media, Wong thinks face-to-face 

networking is the most effective way to 

build up a professional network.

Search advises researching which 

events are likely to offer the right 

people. ‘Try to find out who is going to 

be there,’ she says. ‘I always go with a 

list of people I want to meet.’

Vincent BoonSeng Lim FCCA, CFO 

Asia Pacific at Datalogic, suggests 

starting off at a company level before 

expanding to an industry level – for 

example, attending ACCA events – and 

beyond. ‘Once you reach regional CFO 

belonging to a formal business network 

can help to open doors. He has found 

TGS Global, a global business network 

of independent firms providing 

accounting, audit, tax, business 

advisory and commercial legal services, 

particularly useful.

‘If clients from other parts of the 

world wish to do business in the ASEAN 

region, particularly Malaysia, they can 

find Cheng & Co through the TGS 

network,’ he explains.

‘Through this network we have been 

able to assist many foreign firms and 

companies to establish themselves and 

do business in Malaysia.’

He adds that Cheng & Co has 

also established its own member 

firm network, which enables it to 

support smaller member firms with its 

expertise, helping small practitioners 

become more effective and offer their 

clients additional services which were 

previously beyond them.

Choi points out that ACCA regularly 

hosts continuing professional 

development and networking events. ‘It 

is a very powerful platform people can 

use,’ she says. AB

Nicky Burridge, journalist

‘People always 
respond better, 

whether they are 
potential clients, 

investors, buyers or 
even suppliers, if 

they have met you 
face-to-face’
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Discovering data
In the first of two articles, Jamie Renehan FCCA explains the types of analytics 
operating model that can help organisations to enhance business decision-making  

Organisations of all sizes, including 
many accountancy and financial services 
firms, are collecting huge volumes 
of data on customers, transactions 
and digital activities. But extracting 
actionable insight from this vast data 
concentration is proving a significant 
challenge. Many organisations are 
turning to analytics to extract insights 
from data to drive actions with positive 
business outcomes.

Analytics is the discovery, 

interpretation and communication of 

significant patterns in data. Derived 

using mathematics, statistics, predictive 

modelling and machine learning 

techniques, these patterns are then 

used to improve decision-making. 

Analytics is now deemed an essential 

capability in gaining competitive 

advantage in the digital economy. 

Common business applications of 

analytics include fraud detection, credit 

risk analysis, marketing optimisation, 

web behaviour analysis, dynamic 

pricing, inventory optimisation, 

customer segmentation, customer 

retention and churn analysis.

The analytics operating model 

selected by an organisation shapes its 

ability to capture business value from 

investment in analytics infrastructure 

and resources. In attempting to build an 

analytics-driven culture, organisations 

strive to implement the operating 

model that best enables their analytics 

talent and capabilities to thrive.

There are three types of analytics 

operating model:

* a centralised analytics environment, 

with a core unit serving enterprise-

wide analytics needs

C
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collaboration or coordination on an 

enterprise level. 

Dedicated business-embedded 

analytics resources yield short-term 

benefits through fast turnaround on 

analytics requests. Analytics resources 

in decentralised teams possess 

considerable domain knowledge and 

business insight. 

The decentralised model suits 

companies with few analytics resources. 

It can be an indication that senior 

management do not place high 

strategic importance on analytics, and 

can lead to inefficiencies in the long 

term. It is, for example, difficult to set 

enterprise-wide analytical priorities, and 

to develop and deploy staff effectively. 

Resources are allocated only to 

analytics projects in each isolated silo, 

with no visibility of analytics activities 

or priorities outside their function or 

business unit. Without some central 

coordination, decentralised analytics 

frequently leads to inconsistencies in 

the figures and metrics produced by 

each isolated silo.

Hub and spoke
As organisations move up the analytics 

maturity scale, a more balanced 

approach can effectively manage the 

enterprise-wide analytics resources while 

meeting the growing business demand 

for analytics to solve problems and 

* a decentralised organisation of 

analytics teams dedicated to 

individual business units

* a hybrid hub and spoke structure of 

a centralised strategic analytics unit, 

with analytics teams embedded in 

business units.

Centralised
A centralised unit provides analytical 

expertise, support and output to 

business teams while setting the 

roadmap for analytics implementation 

throughout the organisation. This tends 

to involve resources working out of a 

central location on diverse analytics 

projects, serving functions and business 

teams with limited access to data, tools 

or resources. It facilitates enterprise-

wide prioritisation of analytics projects. 

The centralised model suits large, 

single-business organisations with a 

need for analytics applications that 

cross functional boundaries. It gives 

analytics talent the opportunity to 

share ideas on a wide range of analytics 

projects and use cases, leading to a 

greater understanding of the company’s 

strategy, capabilities, lines of business 

and competitive environment.

The downside is that it can create 

distance between analytics resources 

and the business teams, particularly if 

all analysts are housed in one location 

– a disconnect that can lead to gaps in 

understanding of business problems and 

opportunities. It is vital to have structures 

to ensure the analytics function is 

meeting the needs of the business.

Decentralised
In the decentralised model, analytics 

resources are dispersed across the 

organisation in different business units 

with little or no coordination. Business 

units conduct analytics activities, 

exercising complete control over their 

analytics resources and needs, with 

no mechanisms in place to facilitate 

identify opportunities. The hub-and-

spoke operating model has a central 

‘hub’ team, focused on enterprise-wide 

strategic analytics initiatives, linked to 

‘spokes’ – analytics teams embedded in 

individual business units responsible for 

the design, development and delivery 

of analytics solutions.

The hub consists of a lightweight, 

agile and innovative analytics team 

responsible for developing and 

executing the enterprise-wide 

analytics strategy as well as identifying 

appropriate frameworks, tools and 

standards to enable the organisation 

to become analytics-driven. The hub 

builds relationships with spokes across 

the organisation, working collaboratively 

with these analytics teams to provide 

support and technical guidance while 

driving the adoption of best practices. 

The goal of spoke teams is to develop 

insights that have maximum impact for 

individual business units.

The hub-and-spoke model promotes 

knowledge sharing between analytics 

teams, reducing effort duplication 

while enabling greater efficiencies. 

The central hub offers analytics talent 

capability development opportunities 

as well as the opportunity to specialise 

in different areas of the business to 

deepen domain knowledge while 

building trusted relationships with 

decision-makers.

Whichever model an organisation 

adopts or moves towards, the next 

important step is deciding on the 

resources and skills required to embed 

analytics in an organisation. That will be 

the subject of the next article. AB

Jamie Renehan FCCA leads Bank of 

Ireland’s advanced analytics team.

Analytics is 
now deemed 
an essential 
capability in 

gaining competitive 
advantage in the 
digital economy
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questions on this article at 
accaglobal.com/abcpd.
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2017–present
CFO, Farncombe Estate

2014
Elected to ACCA Council

2012–17
Proffitt Consultants, serving the 

healthcare sector

2008–12
Commercial then general manager, 

Spire Healthcare

2005–08
Finance and commercial director, 

Marpak 

1998–2005
Variety of roles at Field Group

1994–98
Senior management accountant, 

Cosworth (qualified as ACCA in 1997)

CVi

At home everywhere
Having no experience of a sector can be a good thing, says Melanie Proffitt FCCA, 
ACCA Council member and CFO at Farncombe Estate; it makes you question everything

There is a perception that to work in 
a particular sector you need to have 
prior knowledge of it, but you don’t, 
says Melanie Proffitt, ACCA Council 
member and CFO at Farncombe 
Estate. ‘Ultimately, a profit and 
loss statement is the same in every 
job. The nuances and challenges 
will be different, but the financial 
fundamentals are the same.’

She explains that the role of 

accountants is ‘to tell the story, to 

explain what the numbers mean. I loved 

puzzles when I was a child and I still do. 

I see accounting as similar: it’s gathering 

all the pieces of information and putting 

them together to form a picture that 

people can understand.’

This is more than a theory – Proffitt is 

living proof of how effective it can be in 

operation. Her career since qualifying 

has taken in heavy engineering, high-

performance automotive, speciality 

paper packaging, healthcare and 

now luxury hotels. ‘You can generally 

learn what you need to learn from the 

business, but you always trust that, as a 

qualified accountant, you are bringing in 

a level of expertise that will add value to 

the business,’ she says.

In fact, Proffitt believes that having 

no experience of an industry can 

be a positive. ‘When I moved to the 

healthcare sector, people liked the 

fact that I challenged everything,’ she 

recalls. ‘I came with no expectations 

of how things should be done. If you 

have no experience of a business, you 

have a very different lens compared to 

everyone else.’

She self-deprecatingly tells of 

her experience at Cosworth, the 

manufacturer of high-performance 

engines for racing cars, where she was 

a newly qualified senior management 

accountant in the 1990s. ‘I knew 

absolutely nothing about cars. One of 

the engineers was talking about Jackie 

Stewart, the legendary Formula One 

driver, and I had to ask who he was.’

Proffitt is an enthusiastic advocate of 

the ACCA Qualification and the doors 

it opens to interesting and fulfilling 

careers. ‘ACCA has taken me into roles I 

had never imagined,’ she says. ‘It’s given 

me the confidence to go for big jobs. 

Every opportunity I’ve had has flowed 

from the point I qualified.’

The decision to train as an accountant 

sprang from a holiday with her uncle, a 

South Africa-based businessman. ‘I was 

young at the time and I think I wanted 

to be a travel agent, but I met my 

cousin’s friend who was an accountant, 

and she talked to me about her job 

and provided the inspiration to think 

differently. My uncle said, “You’re good 

at maths, so why not?”’ After working as 

a trainee accountant and then assistant 

to a management accountant at a 

sizeable manufacturing company in 

Leicester, Proffitt qualified in 1997 while 

she was still at Cosworth, before moving 

to the speciality packaging company 

Field Group.

‘Sometimes you need an advocate to 

encourage and support you in getting 

to the next step of your career and, 

fortunately, the MD at Field Group was 

a big supporter of mine,’ she says. She 

became a divisional FD before the age 

of 30, was sent on secondment to gain 

commercial experience, and at the same 

time the company sponsored her MBA. 

‘I would encourage anyone to do it – it 

was a fantastic learning experience and 

helps you become a more rounded 

finance professional.’

Lessons in ethics
After three years with another 

privately owned packaging company, 

she switched sectors to join Spire 

Healthcare as finance and commercial 

manager at Leicester Hospital, before 

being appointed general manager 

of the company’s London Fertility 
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Centre in Harley Street, with a remit to 

integrate the new acquisition into the 

group and turn around what was an 

underperforming business. She rates it 

as the biggest challenge of her career so 

far. ‘Fertility is the only area of medicine 

that’s regulated by an act of parliament. 

It was scary but fascinating, and I 

learned a lot about ethics,’ she says.

After 10 years in healthcare, the 

decision to take up her present role as 

CFO of Farncombe Estate, which runs 

three luxury hotels in the Cotswolds, 

did not seem a huge sector leap. ‘There 

are similarities between hospitals and 

hotels,’ she points out. ‘I’m dealing 

in expectations, which were high at 

the fertility clinic, and they are high 

here too.’

The 400-acre estate has been privately 

owned by the same family for over 40 

years. It was originally a residential 

training school and headquarters for 

a global security company, but work 

began in 2012 to refurbish buildings on 

the estate to create three luxury hotels: 

the 38-bedroom Dormy House Hotel 

& Spa, which opened in June 2013; the 

eight-bedroom Foxhill Manor, which 

can be hired for exclusive use; and the 

Fish Hotel, a 63-bedroom hotel and 

restaurant converted from buildings that 

previously formed a conference centre.

The huge range of buildings on the 

estate – Dormy House used to be a 

17th-century farmhouse, and Foxhill 

Manor is a Grade II-listed Arts and 

Crafts country house built in 1909 

– have been transformed by a multi-

million pound investment and now 

have a luxurious and relaxed feel, with 

Scandinavian-inspired interiors and 

every detail thought through (including 

a warm outdoor bath for muddy dogs 

and number-plate recognition at each 

gate). Each of the hotels is positioned 

differently, from the affordable but 

stylish Fish to luxurious Foxhill, where 

rooms start at £600 a night, and the 

‘When I moved 
to the healthcare 

sector, people 
liked the fact 

that I challenged 
everything’
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Basicsi

£11.9m 
Farncombe Estate turnover in the 

2017 financial year

275
Number of employees 

£28.41m
Net assets on the 400-acre estate 

in 2017, which includes three luxury 

hotels: Dormy House Hotel & Spa, 

Foxhill Manor and the Fish Hotel

press have flagged past guests as 

including Lady Gaga and U2.

In the few years the hotels have been 

open they have amassed awards and 

a loyal following. ‘Our occupancy rate 

is around 90%, which is excellent for 

the sector – the average is 77%,’ says 

Proffitt. ‘We have created a strong brand 

that sells itself, so our reliance on travel 

agents has been reducing.’

One of the biggest challenges is 

finding good staff, especially chefs.s 

‘Labour management is very important: 

payroll is half of our costs, and the 

rising cost of employment has put our 

margins under pressure,’ says Proffitt. 

‘Many of our staff live on the estate, and 

we try to attract the right people with 

enhanced benefits.’

It is a significant business – the estate 

employs 275 people – but primarily 

a family one. The conversion of the 

estate’s many buildings into a hospitality 

business is not only creating an 

attractive enterprise but also preserving 

and enhancing the value of the estate as 

a whole. There are several more houses 

and buildings on the estate, currently 

used as offices, that could be converted 

in the future.

All change
Proffitt was hired to manage the 

ongoing change programme. While 

each of the hotels is operationally 

profitable (turnover is around £12m 

a year), there are sizeable estate 

overheads to consider and many 

systems needed updating. ‘Overhauling 

the technology and systems here is 

an important project,’ she says. ‘We 

are putting in a property management 

system to integrate the whole estate, 

so there will be a single guest record 

for your stay, for example, and you can 

check out at your last point of contact, 

wherever that may be on the estate.’

Technology, she adds, is transforming 

the hospitality sector, so the focus at 

Farncombe is on using it to enhance 

the brand and customer experience. 

‘Customer expectations have certainly 

changed, but I don’t feel technology 

can totally replace good customer 

service and that personal touch you 

get from directly engaging with your 

guest, something very much at the 

heart of Farncombe’s guest-centric 

culture. But technology does help us 

understand guests’ preferences better. 

And preferences change: hoteliers have 

spent years perfecting the fresh-bed feel 

– that feeling you get that you’re the first 

person to sleep in a room. Then Airbnb 

comes along and suddenly everyone is 

happy to sleep in a stranger’s bed.’

Proffitt’s appreciation of the career that 

ACCA has given her, combined with an 

infectious interest in the people around 

her (‘I’m definitely a people person’) 

has also led her to take an active role 

in ACCA itself, although this was less 

meticulously planned. ‘I was attending 

local ACCA events, and someone 

suggested I join the regional panel, so 

I did.’ Within a year she was elected 

president of the panel. ‘I really enjoyed 

it, and then people started suggesting 

that I should get involved in Council,’ 

she says. She was elected to Council in 

2014, and also sits on ACCA’s resource 

oversight and remuneration committees. 

‘Fitting it in is a challenge – I’m always 

busy – but if you are passionate and 

motivated about what you are doing, 

you can always do more,’ she says. ‘And 

I’ve definitely got out of it as much as 

I’ve put in: you are playing your part 

in shaping the profession, while also 

networking with students, members 

and learning providers. I see myself as 

a custodian of the qualification. It has 

made a real difference to my life and I 

really value it.’ AB

Liz Fisher, journalist

 ‘We have created 
a strong brand 
that sells itself, 

so our reliance on 
travel agents has 

been reducing’

Tips

* ‘As Abraham Lincoln said, 

the best way to predict the 

future is to create it. Say yes to 

every opportunity.’

* ‘No job has a box around it. You 

can put your own mark on it, so 

add to it what you want to do.’

* ‘I’ve always gone out and talked to 

people. People within the business 

often know the issues they are 

facing, but with an outside lens you 

can help find the solutions.’

Tipsi
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More information

Find ACCA’s integrated report, available from 31 July,  
at bit.ly/ACCA-IR19.

Performance update
Ahead of the publication of ACCA’s latest integrated report, we share some  
of the key results for the year ended 31 March 2019

Over the 2018-19 financial 
year, ACCA has seen 
member growth of 5%, 
student/affiliate growth of 
4.8% and a 0.6% increase 
in market share among key 
international competitors, to 
20.3%. Preference for ACCA 
has strengthened markedly 
among key employers, 
while member and student 
satisfaction, at 79.1%, 
remains at strong levels.

ACCA had planned for a 

pre-tax deficit of £14.8m in 

2018-19, which has increased 

to £35.2m for the year ended 

31 March 2019 due to:

* a one-off accounting 

adjustment relating 

to ACCA’s defined 

benefit pension scheme, 

amounting to £12.5m

* timing of investment 

in IT infrastructure and 

digital transformation, 

amounting to £6.1m

* a combination of smaller 

items, including the 

adoption of IFRS 15. 

ACCA’s balance sheet 

remains healthy. It has 

access to liquid funds 

and expects to return  

to pre-tax surplus in  

2019-20. 

To view more details 

of ACCA’s strategic 

performance update, see  

bit.ly/ACCA-strat-report19. AB
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Winning links
The power of connections is the latest topic in our series of 
themes affecting the accountancy profession

Connections are good 
for business and career 
development. Connections 
get you places and move 
the world forward. And 
through our connections we 
create wider opportunities. 

The power of connections 

is being explored over 

the next three months as 

the latest in ACCA’s series 

of themes affecting the 

accountancy profession. 

ACCA will be addressing 

the topic through articles 

in AB, research, videos, 

case studies, quizzes, tips 

and social media events in 

the coming weeks. And on 

12 September (‘Connections 

day’), ACCA will be 

celebrating the benefits of 

networking and connections 

through a series of webinars 

featuring experts in the 

topic, and members and 

others who have leveraged 

their connections for the 

benefit of their career and 

their business.

ACCA has an empowered 

community that speaks a 

common finance language to 

help shape the accountancy 

profession. Find out more 

about how ACCA resources 

can help you realise your 

goals, at accaglobal.com/

connections. AB
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Personalise 
your CPD 
with the CPD 
Resource 
Finder

Exclusive offers and a huge range of resources:

• 400 courses 

• articles and reports

• Free ACCA webinars

• local face-to-face events

• exclusive offers and discounts

• professional qualifications from our partners.

Find relevant CPD by topic 
and create your own personal 
learning package.

www.accaglobal.com/cpd/online
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Bridging the gap
Accountants can be super-connectors, improving 
outcomes for public infrastructure projects

China July/August 2019
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Power of connections
Joining a network can help 

fi rms access all areas

Partnering up
Singapore capitalises on 

BRI opportunities

Integrated solutions
Big Four fi rms are building 

legal muscle in Asia
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