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Welcome
The launch this month of ACCA’s focus on ‘the power of ethics’ reminds us of the 
importance of ensuring that our consciences are reconciled with our actions

practical tips on how to improve 

climate-related corporate disclosures. 

We hear from ACCA members on the 

importance of finance professionals 

setting their moral compass on page 

56, while on page 16, our columnist 

Chris Davis argues that this month’s 

Global Ethics Day is a time to reflect on 

why accountants uphold the highest 

ethical standards. And, on page 32, we 

speak with Rachel Botsman, a renowned 

expert on trust in the digital age, on 

how organisations and their people can 

stay trustworthy, and what accountants 

can do to help.

For our big interview, we hear from 

Amos Ng, group CFO of tourism 

company Straco Corporation, on 

how building trust and rapport has 

been critical to his success, and why 

giving back has defined his career as a 

proactive ACCA member (page 12).

If you want more resources about 

ethics and the professional accountant, 

visit accaglobal.com/powerofethics. AB

Colette Steckel, Asia editor

colette.steckel@accaglobal.com

The decisions we make determine 
who we are and the person we aspire 
to become. They take us on a path 
that may change direction, twisting 
and turning as we follow its course 
because life’s journey is rarely linear. 
And while we may be influenced by 
the external noise – peer pressure, 
binding regulation or the lure of 
reward – our choices ultimately come 
from within, leaving our conscience to 
reconcile itself with our actions and 
their consequences.

This month marks the start of ACCA’s 

focus on ‘the power of ethics’, which 

highlights the need for businesses 

and professional accountants to put 

an ethical programme at the heart of 

their operations and, in this issue, you’ll 

find a selection of articles on ethics 

and sustainability.

In our main feature on tomorrow’s 

capitalism (page 36), we find out 

how the finance function could lead 

companies’ ESG strategies, according 

to a recent ACCA/CFA Institute report 

on social and environmental value 

creation. On page 22, we offer some 
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The Amazon’s recent 
fires will make the UN’s 
Paris Agreement on 
climate change harder to 
achieve, scientists warned. 
Tropical deforestation is 
a major contributor to 
CO2 emissions, leading 
to a dangerous increase in 
global temperature levels.

Greene King, the UK’s 
largest pub and brewery 
company, was sold to CK 
Asset Holdings, headed 
by Li Ka-shing, Hong 
Kong’s richest man. 
The conglomerate paid 
£2.7bn for the 220-year 
old company, also taking 
on £1.9bn of debt.

The Fortnite World Cup 
– the biggest video game 
competition ever – took 
place in New York, with 
16-year-old Kyle Giersdorf 
winning US$3m after 
a three-day marathon. 
The free-to-play game 
earned US$2.4bn in 
revenue last year.

HSBC plans to shed 
2% of its workforce 
– around 4,000 jobs 
worldwide. However, 
the London-based bank, 
which makes 80% of 
its profit in Asia, has 
said that its Singapore 
business ‘remains key’ to 
its growth. 
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Disclosure on IFRS Standards varies
Hong Kong banks are ‘best in class’ for IFRS 9 implementation 

in Asia Pacific, but despite good progress overall, not all 

disclosure statements are being met, according to a new 

report from Moody's Investors Service.

‘So far 11 of the 17 APAC banking systems that we cover 

have made the switch to the new regime, and our analysis of 

36 major rated banks in the region confirms our earlier view 

that this has led to a mild increase in credit reserves,’ said 

Eugene Tarzimanov, a Moody's vice president and senior 

credit officer. ‘However, our analysis also unveils significant 

variations in reporting practices, with some banks not meeting 

the disclosure object of the standard.’ 

While all banks in the sample disclosed the three credit stages 

of loans in their annual reports, most had weak disclosures on 

inputs and criteria used for stage 2 and 3 classifications, and on 

rules for moving assets across stages. Hong Kong banks provide 

far more granular information on expected credit loss models, 

including sensitivity to different scenarios. 

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

EV race is on 
Indonesia is planning a slew 

of incentives to ramp up 

production of electric cars 

(EVs) as it vies with Singapore 

and Thailand to become the 

dominant force in South-East 

Asia for the sector. According 

to a draft government 

strategy seen by Bloomberg, 

investment has already 

been secured from Japan’s 

Toyota and technology 

conglomerate SoftBank. The 

measures aim to accelerate 

the adoption of EVs in 

Indonesia and building a 

base for potential export. 

They include incentives 

for both manufacturers 

and buyers. 

Tapping wisdom 
Accounting professionals 

have called for action to 

strengthen the economy 

and public practices in 

Malaysia. This comes after 

the Malaysian Institute of 

Accountants (MIA) invited 

their comments on the 

Business and Economic 
Outlook Report 2019, 

jointly released by MIA 

and ACCA. MIA CEO Dr 

Nurmazilah Dato’ Mahzan 

said that as key advisers to 

business and government, 

accountants ‘are ideally 

placed to comment on 

the market outlook and 

provide guidance for 

public and private sector 

organisations’. Their wisdom 

helps shape sustainable 

and forward-looking policy 

and implementation 

initiatives to build the nation, 

she added. 

Defending the yuan 
The International Monetary 

Fund (IMF) is standing by 

its assessment that the value 

of mainland China’s yuan was 

largely in line with economic 

fundamentals, despite the 

currency falling to an 11-year 

low. As reported by Reuters, 

James Daniel, director of 

the IMF’s China department, 

would not be drawn on how 

the IMF was responding 

to a US Treasury request 

to intervene in Beijing’s 

currency actions, but he did 

say that more exchange 

rate flexibility could help 

China deal with external 

pressures, and that the 

IMF was pressing China 

for structural reforms to 

its economy, including 

opening more sectors 

to foreign competition. 

Alignment a priority
In order for North Korea 

to achieve economic 

development and eventually 

build trust in the global 

community, it has to 

reorganise its accounting 

system in a transparent way 

that abides by international 

standards. That’s according 

to Lee Tae-ho, a partner at 

Samil PwC, the network’s 

Korean member firm. 

In an interview with The 
Korea Herald, Lee said the 

introduction of accounting 

standards closer to IFRS 

Standards would not only 

reduce uncertainties for 

foreign investors, but also 

enhance the competitiveness 

of South Korean companies 
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to dominate the market in 

North Korea. 

Top performers 
Nine companies from 

Singapore have made it 

to Forbes Asia’s inaugural 

Best Over A Billion list, 

which spotlights 200 top-

performing listed companies 

across Asia Pacific with 

revenues of at least 

US$1bn. While companies 

from China, Japan and 

South Korea had the largest 

representation, due to their 

larger candidate pool, many 

came from smaller markets 

such as Indonesia, Malaysia 

and Vietnam. Almost two-

thirds of the companies 

on the list are controlled 

or connected to families 

movements. GE dismissed 

the report as ‘financially 

motivated’ and issued a 

robust response defending 

its financial statements.The 

SEC declined to comment to 

The Wall Street Journal.

Working longer 
The official retirement 

age in Singapore will 

be raised to 65 by 2030, 

from 62 currently. The 

‘re-employment’ age, 

where employers must 

offer older eligible staff 

work with the flexibility to 

adjust contract terms, will 

increase to 68 in 2022 (from 

67 now), and eventually to 

70 by 2030. Prime Minister 

Lee Hsien Loong said 

that these were among 

or individuals who have 

appeared on Forbes Asia 
rich lists.

GE targeted
A financial analyst has 

alleged that electronics 

giant General Electric (GE) 

used accounting tricks to 

mask the extent of its losses, 

calling it ‘a bigger fraud 

than Enron’. As first reported 

by The Wall Street Journal, 
Harry Markopolos published 

a report online claiming that 

GE’s accounting irregularities 

added up to $US38bn of 

hidden losses. Markopolos 

disclosed that he had 

provided an advance copy 

of his report to a hedge fund 

and could potentially gain 

personally from share price 

the recommendations 

put forward by a tripartite 

workgroup studying the 

country’s ageing workforce, 

which the government had 

accepted ‘in full’.

SMP tech support 
SMPs in Singapore have 

been provided with a 

new digital roadmap. The 

Accountancy Industry Digital 

Plan is a step-by-step guide 

to help smaller firms – which 

account for 98% of the 

accountancy sector – explore 

opportunities to go digital. 

The guide follows last year’s 

introduction of a S$2.4m 

programme, which would 

give SMPs funding of up 

to S$30,000 each to adopt 

technology solutions. 
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Chinese affluence to hit 56 million
Mainland China’s affluent population, including ‘mass 

affluents’ (holding liquid assets of US$50,000–US$1m) and 

high-net-worth individuals (with liquid assets of more than 

US$1m), is expected to reach 56.67 million by 2022, according 

to GlobalData.

The analytics company’s latest report, China Wealth 
Management: Opportunities and Risks to 2022, reveals that 

the number of affluent individuals recorded an average annual 

growth rate of 9.2% between 2014 and 2018, rising from 28.35 

million in 2014 to 40.13 million in 2018.

Shivani Gupta, wealth analyst at GlobalData, comments: 

‘This growth will be driven by rising levels of urbanisation, 

infrastructure expansion and high investment inflows in the 

country. Going forward, the number of Chinese affluent 

individuals is forecast to grow at a similar rate, reflecting the 

country’s positive economic growth.’

Quality questioned 
Former Australian Securities 

and Investments chairman 

Greg Medcraft has warned 

that conflicts of interest 

in the auditing profession 

could result in corporate 

collapses on the scale 

of Enron. Speaking on 

Australia’s ABC radio 

show AM, Medcraft, now 

a director at the OECD in 

Paris, said audit quality ‘has 

been a concern for a number 

of years now’. Auditors ‘are 

not sceptical enough; they 

don’t challenge enough’, 

he said, adding that there 

was a lack of competition in 

audit and, often, a conflict 

between the consulting 

business and the audit 

business of the big four 

firms. ‘You may question 

that as well,’ Medcraft told 

ABC’s reporter. 

Powerful partners 
A new report from EY 

highlights the mutual 

benefits to be gained from a 

strong relationship between 

the CFO and CMO (chief 

marketing officer). CMO-
CFO Connection Report 
notes: ‘As an organisation’s 

ability to attract and 

retain customers supports 

business growth, a CFO 

can draw on the CMO’s 

knowledge and insight 

when communicating their 

growth and investment story 

to investors and the board.’ 

The alignment of marketing 

and finance in business 

represents ‘an opportunity 

to unlock new value and 

growth’, it states. 

More transparent
Malaysia has joined the ranks 

of countries found to be 

‘largely compliant’ with the 

international standard on 

transparency and exchange 

of information on request. 

Among nine newly published  

peer review reports assessing 

compliance, the Global 

Forum on Transparency and 

Exchange of Information for 

Tax Purposes found that, 

since its last review in 2014, 

Malaysia had addressed 

deficiencies then identified, 

including the issue of non-

compliance of dormant 

companies, clarifying 

the process to exchange 

banking information, and 

improving communications 

among authorities. Some 

further improvements were 

also recommended. 

Audit pay offer
KPMG in Singapore is 

offering a 20% salary level 

increase for its auditors 

who obtain the Singapore 

Chartered Accountant 

qualification by 1 July 2020. 

Managing partner Ong 

Pang Thye says this move, 

described as a first among 

the Big Four professional 

services firms in Singapore, 

sees KPMG paying its 

auditors significantly above 

the industry benchmark. 

The goal is to enhance 

audit quality to the benefit 

of the capital markets 

and the profession. It 

also signals the firm’s 

commitment to invest in staff 

development to elevate the 

quality of audit. 
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Urban paradise
The world’s most liveable cities are less likely to be global 

capitals and more likely to be regional second cities, a new 

ranking shows. Vienna in Austria held the number-one spot 

in the Economist Intelligence Unit’s liveability ranking for the 

second year running, which ranks 140 cities on 30 factors in 

five categories: stability, healthcare, culture and environment, 

education, and infrastructure. Australia and Canada dominate 

with three cities each. While Osaka and Tokyo in Japan both 

make the top 10, Hong Kong and Singapore fall way below at 

38 and 40 respectively. Meanwhile, London took 48th place and 

New York 58th.

Source: The Economist Intelligence Unit
Note: Toronto and Tokyo share seventh place.

1 Vienna 

2 Melbourne 

4 Osaka

6 Vancouver

7 Toronto

7 Tokyo

5 Calgary

3 Sydney

9 Copenhagen

10 Adelaide 

Reputational damage
New US research suggests 

that audit firms’ reputations 

suffer when they disclose 

weakness in corporate 

clients’ accounting. Even 

though they’re doing their 

job – as well as complying 

with the law – auditors 

who flag weaknesses are 

perceived as less attractive 

in the audit market, 

according to a study 

from researchers at the 

University of Arkansas, 

presented at the annual 

meeting of the American 

Accounting Association. 

This ‘disincentivises auditors 

from disclosing internal-

control information that 

could make their clients look 

bad.’ The study was based 

on 13 years’ data from 885 

local offices of 358 audit 

firms in the US. 

SME funding guide
The Australian Small 

Business and Family 

Enterprise Ombudsman 

(ASBFEO) and Scottish 

Pacific Business Finance 

have released a Business 
Funding Guide to help tackle 

the access-to-funding crisis 

faced by SMEs. The 

guide can be used by 

accountants, bookkeepers, 

brokers and other financial 

advisers to help their small 

business clients find the 

right funding and increase 

their likelihood of having 

funding applications 

approved. Downloadable 

from ASBFEO’s website – 

asbfe.gov.au – the guide 

comes with a companion 

guide – FitsME – that gives 

small business operators 

information about becoming 

‘finance fit’.

Growth milestone
Singapore-headquartered 

accounting network 

3E Accounting International 

has expanded its footprint 

to more than 60 countries. 

The global accounting 

network now spans 90 

member offices in Asia, 

Europe, North and South 

America, Oceania and 

Africa, employing a 

total of 1,300 staff. 3E 

was established in 2011 

by husband and wife 

co- founders Lawrence 

Chai and Stephanie Chua, 

both ACCA qualified. 

They describe their growth 

milestone as a ‘unique 

achievement’, and believe 

it to be a record for a 

home-grown Singaporean 

accounting network. 

Building muscle
EY has strengthened 

its economic modelling 

capability in Australia 

and New Zealand with 

the acquisition of the 

business and certain assets of 

specialist Canberra-based 

firm, Cadence Economics. 

The acquisition follows 

last year’s recruitment 

of prominent economist 

Jo Masters to the role 

of chief economist for 

Oceania, significantly 

lifting the firm’s public profile 

in this space. AB

Peta Tomlinson, journalist
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CVi

2000
Senior vice president (finance 

and admin) and group 

CFO, Straco Corporation, 

Singapore 

1999
General manager, PSA 

Logistics Network, China

1997
Head of logistics, PSA 

International, Singapore

1996
General manager, 

Scandinavia Warehouse, 

Singapore

1989
Senior manager (finance and 

administration), Neptune 

Orient Lines, Singapore

1986
Management consultant, 

Coopers & Lybrand, 

Singapore

Winning formula
For Amos Ng FCCA, group CFO of Straco Corporation, the secret to career success lies 
in embracing new challenges, having a positive attitude and giving something back

A self-described late bloomer, 
Amos Ng admits that upon 
completing his A-Levels, he was 

at a loss as to which career path to embark 
on. Fortunately, a career counsellor 
identified his aptitude for numbers and 
suggested the ACCA Qualification. 
Ng decided to follow his advice, which 
provided him with the training necessary 
to excel and eventually become the group 
CFO of Singapore Exchange-listed tourism 
company, Straco Corporation.

In addition to his gift for dealing with 

numbers, Ng’s other big passion is working 

with people. So, it was no surprise that 

a year into his first job as an auditor at 

Coopers & Lybrand, his managers felt that 

his analytical and problem-solving mindset 

coupled with his people skills would serve 

him well in management consultancy, where 

he was able to build up his experience 

in initial public offering (IPO) projects 

and restructuring.

While at Coopers & Lybrand, Ng also 

began to hone his people-centred strategy 

to doing business – something that would 

become a defining part of his working 

style. ‘As I worked with clients to solve their 

business problems, I learnt that no matter 

how complex the issue, there was always 

an amicable solution for all the parties 

involved,’ he says.

Ng adds that even though many see 

the key value of accountants in analysing the business from 

a straight, hard-facts perspective, there was also much that 

could be achieved with good people skills. 

‘I believe that you can get a lot of things done through 

consensus building, collaboration and negotiation,’ he says. 

‘Put yourself in the other person’s shoes, so that you don’t 

let him get off the negotiation table feeling that he has lost a 

deal. Aim for a win-win situation. It takes investment of time 

and patience, but it’s definitely achievable.’

One example of where his people-

oriented approach proved useful was 

when he was posted to China as the 

general manager of a subsidiary logistics 

company. There, he experienced stark 

differences between the working styles in 

China and Singapore. 

‘After some time, however, you 

realise that while the communication style 

and sequence of doing things may be 

different, everyone’s objective ultimately 

is to just get the job done. Building trust 

and rapport was critical in that situation,’ 

says Ng.

Different mindset 
When Ng was first posted to China in 

1999, he thought the transition would 

be simple. However, he soon discovered 

that aside from having to pick up new 

business and technical terms in Mandarin, 

he also had to develop a different 

approach and mindset when dealing with 

this new market. 

‘I had to learn to be sensitive to the 

cultural differences and work at a different 

pace from what I was used to,’ Ng recalls. 

‘In terms of international standards, 

Singapore was a couple of years ahead 

but the Chinese were very hungry to learn. 

That stint in China definitely helped me 

to have more empathy and to see things 

in perspective.’

Despite the challenges, Ng is grateful for the experience. 

‘Being thrown into the deep end in China means that you are 

forced to pick up things faster,’ he says. ‘By the end of it, I was 

much better at reviewing Chinese documents and negotiating 

in Mandarin.’

By the time Straco approached Ng in 2000, he had built up 

the perfect resume for the proposed role. Not only did he 

possess the skills necessary to help the business restructure 

and go for IPO, he also had the language skills and experience 
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needed to manage the finance 

function of a company that had 

the bulk of its tourism assets based 

in China.  

Paying dividends
While in his younger years, Ng 

prioritised his time and efforts on 

building his career and providing 

for his family, around 10 years ago 

he became actively involved in 

volunteering. Today he helps out 

in various investment, finance and 

audit committees for non-profit 

organisations such as the Singapore 

Chinese Cultural Centre and the Singapore Autism Association.

Additionally, Ng also gives back to the profession 

through participation in various accounting-related 

committees. These include Singapore’s Accounting and 

Corporate Regulatory Authority, where he is a member of the 

practice monitoring sub-committee. 

His most active role, however, is 

with ACCA, which is where his spirit 

of volunteerism was first kindled. 

After becoming a member of 

the local executive committee in 

2011, Ng went on to hold various 

office-bearer positions, including as 

chairman of the ACCA Singapore 

Network Panel from 2015 to 2017. 

He shares that his motivation for 

involvement stems from two areas. 

The first relates to his personality: 

if he is going to get involved with 

something, he wants to go ‘all in’. 

The other comes from a sense of 

gratitude for what ACCA and the profession has given him. 

‘ACCA is in a way my only academic qualification, and I have 

had the privilege to really benefit from this globally recognised 

programme,’ he shares.

While Ng is quick to play down his efforts in contributing to 

ACCA Singapore’s growth during his chairmanship, he does 

‘Multicultural 
in outlook and 

resilient in nature, 
Singapore and 

ACCA share 
many of the same 

building blocks’
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Basicsi

Straco Corporation was listed on the mainboard of the 

Singapore Exchange in 2004. The group went on to become 

one of the first foreign companies to build up significant 

presence and influence in China’s tourism industry. The 

group showcases high-quality tourism-related projects, 

incorporating entertainment, education and culture to 

create a unique experience for visitors and audiences. 

Projects include giant observation wheels, large-scale public 

aquariums, cable-car facilities, and the protection and 

redevelopment of historical sites. 

appointments,’ he says. ‘I take it as a challenge and believe 

that there’s nothing that cannot be overcome.’

It is perhaps  fitting that outside of work, two of Ng’s biggest 

passions are long-distance running and mountain climbing. 

For the latter, his most notable conquest was of Mount 

Kilimanjaro in Tanzania in 2018.He notes that many workplace 

skills are relevant for overcoming the challenges that lie on the 

way to the top, and draws on ACCA’s seven quotients. 

‘Things like technical skills and vision certainly come into 

play,’ Ng says. ‘These are certainly things that can help you 

when trekking in unfamiliar terrain.’

Another parallel that he sees with outdoor activities 

and marketplace challenges is the fear of failure and the 

temptation to give up. The solution, he shares, is to persevere 

and return to basics. ‘Instead of trying to rush or widen your 

stride, go back to your cadence with regular small steps 

and breathing,’ Ng says. ‘It’s the same in the working world. 

Sometimes you may feel overwhelmed by corporate failures 

or the mismanagement of previous shareholders. At times like 

this, you just have to get back to basics, to cost structure and 

the business model. You will find that all these back-to-basic 

strategies work wonders.’

Today, as a mentor to younger finance professionals, Ng 

believes that he is leading by example to show them the 

importance of maintaining a healthy work-life balance and 

staying positive.

‘Some people are affected by their past failures and don’t 

have enough confidence in themselves to move forward,’ he 

says.’ But always remember that if you don’t take that next 

step, you will never know what could have turned out. Have 

faith in your ability; the rest is about seizing opportunities as 

they come along.’ AB

Rufus Tan, journalist

acknowledge that the team collectively has done a great job in 

increasing the engagement of members.

‘When I first joined, it was quite difficult to get people to 

step forward and serve,’ he recalls. ‘What is heartening is 

that over the last two to three elections, we have seen the 

appearance of more candidates than vacancies.’

Ng has since gone on to become a member of ACCA’s 

Global Council, which is responsible for governance of the 

organisation at the international level. He sees the role as 

providing him with a voice to represent Singapore and the 

wider region. 

‘I believe that Singapore has a lot to share and contribute,’ 

he says. ‘The growth of ACCA here over the past 83 years is 

in many ways similar to the growth of Singapore. Multicultural 

in outlook and resilient in nature, Singapore and ACCA share 

many of the same building blocks.’

Positive thinker
Ng is a big believer of positive thinking and this is 

demonstrated in his attitude towards challenges. ‘Throughout 

my career, I have never said “no” to any new assignments or 
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What would my 
action be if the 

situation involved a 
loved one? And how 
will I feel when my 

head touches the 
pillow tonight?

How to sleep at night
As business uncertainty continues, Global Ethics Day, which takes place this month, is 
a reminder of the vital role that professional accountants play, says Chris Davis

highest ethical standards is essential.

Global Ethics Day, which takes place 

annually on 16 October, therefore 

offers a chance for individuals and 

organisations to explore their own 

behaviour. Among the events organised 

last year, ACCA Hong Kong and ACCA 
Singapore screened documentaries that 

examined various ethical challenges, 

providing a valuable learning 

opportunity for members. 

Meanwhile, under the auspices 

of Hong Kong’s graft-buster, the 

Independent Commission Against 

Corruption, the Hong Kong 

Business Ethics Development 

Centre has developed a series of 

articles highlighting the ethical 

risks faced by external auditors, 

internal auditors, and financial and 

management accountants.

It’s interesting to note that of all the 

studies around ethical decision-making, 

there are some findings that may offer 

a wake-up call. In one, academics 

at Johns Hopkins University and the 

University of Washington in the US 

linked ethical behaviour to chronotype: 

the preference for an individual to sleep 

at a particular time of day. 

Another study at Virginia Tech 

identified that a lack of sleep itself 

can lead to unethical behaviour. 

In a test that offered participants 

the opportunity to gain a financial 

advantage by falsifying their score, 

those who cheated slept an average of 

22 minutes less the night before than 

the non-cheaters. AB

Chris Davis is a freelance journalist who 

writes for business titles in Asia.

The US author and philosopher Aldo 
Leopold defined ethical behaviour as 
‘doing the right thing when no one 
else is watching – even when doing 
the wrong thing is legal’. In a business 
context, ethical dilemmas are rife but 
how individuals manage them and act 
accordingly can make or break how a 
company is perceived and trusted. 

Singapore-based Andrew Macintosh, 

a partner in Control Risks’ Asia-Pacific 

practices, believes that, while laws, 

guidelines and regulations all serve 

a purpose, making ethical choices is 

ultimately a personal decision. Faced 

with a quandary, Macintosh suggests 

asking two questions: what would my 

action be if the situation involved a loved 

one or family member? And how will I 

feel about making this decision when my 

head touches the pillow tonight? 

In Hong Kong, where a high standard 

of ethics is considered one of the 

important mainstays underpinning 

the city’s attraction as a business 

hub, the issue of maintaining strong 

ethical standards is rarely far from 

the spotlight. At a recent business 

forum, panellists stressed the need 

for organisations to be extra vigilant 

on ethical standards, particularly in 

the current time of uncertainty. The 

panellists also discussed the big 

ethical dilemmas of the 21st century, 

which include data privacy issues. Of 

particular concern was the rise in data 

mining for target marketing, raising the 

ethical dilemma between respecting 

customers’ privacy and monitoring their 

online activities for marketing purposes.

Given the unique role of the 

professional accountant, upholding the 
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Elevating financial 
literacy is a long-

term obligation 
that requires the 
sustained efforts 

and commitment of 
many parties

It all adds up
The Malaysian government’s ambitious five-year National Strategy for Financial 
Literacy can only be achieved with professional support, says Errol Oh

communities are fostered to create a 

brighter future for all and not just a few.’

There is no doubt that in this aspect, 

Malaysia can certainly do a lot better. 

According to the report, one in three 

Malaysians consider themselves lacking 

in financial knowledge. When asked if 

they will have difficulty raising RM1,000 

for emergencies, 52% said yes. Almost 

half are not sure they will have an 

adequate stream of income in their 

retirement years.

The strategy’s five-year road map 

has five strategic priorities: nurturing 

values from an early age; increasing 

access to financial management 

information, tools and resources; 

inculcating positive behaviour; boosting 

long-term planning; and building and 

safeguarding wealth.

There is a lot to do and the FEN 

cannot be expected to carry the load 

alone. As the Prime Minister noted, 

elevating financial literacy is a long-

term obligation that requires the 

sustained efforts and commitment of 

many parties.

‘A core principle of the National 

Strategy is the co-ordination and 

collaboration among various 

stakeholders,’ says the FEN, which 

invites individuals and organisations 

to be its partners. This is surely an 

opportunity for accountants to play a 

bigger role in the country’s progress. 

The accounting fraternity should answer 

the call and figure out how it can make 

a difference in the roll-out of Malaysia’s 

financial literacy strategy. AB

Errol Oh is executive content officer of 

The Star.

There is now an official game plan to 
develop Malaysia into a financially 
literate nation. It is laid out in the 
National Strategy for Financial Literacy 
2019-2023, which was launched in July. 
The fact that Prime Minister Tun Dr 
Mahathir Mohamad did the honours at 
the event indicates the importance of 
this initiative. 

Two high-powered regulators – Bank 

Negara and Securities Commission 

Malaysia – jointly chair the Financial 

Education Network (FEN), the inter-

agency grouping that formulated 

the strategy and is responsible for 

its implementation. Others in the 

FEN are the Education Ministry; 

Perbadanan Insurans Deposit Malaysia 

(a statutory body that protects financial 

consumers); Employees Provident 

Fund; the Credit Counselling and Debt 

Management Agency (better known by 

its Bahasa Malaysia acronym, AKPK); 

and leading investment institution 

Permodalan Nasional.

The Organisation for Economic 

Co-operation and Development says 

financial literacy is ‘a combination of 

awareness, knowledge, skill, attitude 

and behaviour necessary to make 

sound financial decisions and ultimately 

achieve individual financial wellbeing’; 

this is essentially the definition on which 

the strategy operates.

On why financial literacy matters, 

the FEN says: ‘Financially capable 

households interact responsibly 

with financial service providers, which, 

in turn, builds financial resilience. By 

improving the ability, capability and 

desire of Malaysians to take charge 

of their financial destinies, stronger 
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Batten down the hatches
While Asia’s economies are slowing down against a backdrop of growing global 
uncertainty, resilience could help pull them through, says Manu Bhaskaran

growing demand from its neighbours 

while domestic sectors benefit from 

new technologies. 

Second, a huge increase in 

infrastructure spending is helping 

sustain domestic drivers of growth, with 

Indonesia, the Philippines, Thailand and 

Malaysia all having ambitious plans for 

boosting spending on roads, railways, 

mass transit systems and power stations. 

Third, Asian policymakers now have 

more space to take vigorous monetary 

and fiscal measures to combat external 

headwinds. Bank Indonesia, for 

example, built credibility with financial 

markets through its tough monetary 

policy last year.  

Fourth, South-East Asian economies 

are seeing some silver linings in the 

US-China trade dispute: more orders 

are being diverted away from Chinese 

factories to other plants in the region. 

Over time, there is compelling evidence 

of these factories actually being 

relocated to South-East Asia, with 

Vietnam a strong winner but Malaysia, 

Thailand and Cambodia also benefiting. 

Finally, business confidence has been 

helped in several countries by reforms 

that have made the ecosystem friendlier 

for businesses. 

In essence, the global environment 

is turning more hostile for the Asian 

region. Economic growth will be slower 

in 2019 and may not fare much better in 

2020. However, bolstered by improving 

fundamentals, the Asian economies are 

in a better position to contain the very 

real dangers around them. AB

Manu Bhaskaran is CEO of Centennial 

Asia Advisors in Singapore.

The world economy is losing 
momentum. Rising uncertainty over 
a range of geopolitical and economic 
issues is depressing business sentiment 
and activity around the globe. Not 
surprisingly, Asian economies are 
already slowing down. Even so, 
they are demonstrating a degree of 
resilience, giving us confidence that 
Asia – particularly South-East Asia – can 
ride through the current turbulence.

For the Asian countries that depend 

on exporting manufactured goods, 

we have found that the critical driver 

is global business spending on capital 

goods. But companies are deferring 

decisions to expand capacity or recruit 

more workers as they struggle to make 

sense of the US-China trade dispute, 

are flummoxed by Brexit and have 

little guidance as to how Middle East 

tensions could affect energy prices. 

Since none of these show any signs 

of stabilising soon, this uncertainty 

will persist. While the US economy is 

still on track for reasonable growth of 

around 2% this quarter, the European 

and Japanese economies seem 

more troubled. Asian economic data 

have followed a similar pattern, with 

the purchasing manager surveys for 

August depicting further deceleration 

pretty much everywhere. However, 

this has been modest so far, with Asia 

demonstrating more resilience than in 

past global downturns.  

There are several good reasons for 

this resilience – which we expect to last. 

First, in the past decade most Asian 

economies have become less reliant 

on exports; even Singapore is holding 

up better than expected as a result of 

Asian policymakers 
now have more 

space to take 
vigorous monetary 

and fiscal measures 
to combat external 

headwinds
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Step up to the plate
Climate-related disclosures require significant ethical judgments – just what 
professional accountants have been trained for, says ACCA president Robert Stenhouse

association first and foremost, run by 

members for members, so please look 

out for your invitation and voting codes, 

and cast your vote before 14 November 

at accaglobal.com/vote.

As a member body, ACCA is only 

successful when its members are 

successful; so I congratulate you all on 

your past achievements and wish you all 

future success as, together, we continue 

to develop the accountancy profession 

the world needs. AB

Robert Stenhouse is ACCA president 

and a director, national accounting and 

audit, at Deloitte in the UK.

When individuals, businesses and 
governments make big decisions, it is 
important that they have trustworthy 
information to act on. Can there be 
any bigger decisions than those made 
about the future of our planet?

After a series of major weather 

events and mounting evidence of the 

impact of global warming, businesses 

have no option but to understand 

both their contribution to carbon 

emissions and whether their business 

model is sustainable if average global 

temperatures continue to rise.

As governments make commitments 

to cut carbon emissions, they are 

starting to hold enterprises to account 

for their environmental impact. Investors 

too are challenging businesses that 

fail to recognise the impact of climate-

related variables in their accounting 

estimates and valuation models.

The first challenge for enterprises is to 

identify, measure and monitor relevant 

activity so that decision-useful climate-

related disclosures can be made. This 

complex, challenging task requires 

significant professional judgment and is 

fraught with potential ethical challenges 

– exactly what professional accountants 

have been trained for.

For climate-related disclosures to 

stimulate the desired behaviour, they 

have to be trusted. The good news is 

that our worldwide employer survey 

this year makes it clear that businesses 

everywhere know that ACCA is 

committed to embracing and promoting 

a robust ethical methodology. Our 

Ethics and Professional Skills module is 

a major reason why ACCA’s reputation 

and membership continues to grow. 

Public trust in the wider profession is 

essential if the importance of the role 

that finance professionals need to take 

in tackling climate-related risks is to be 

fully recognised (see also page 36). 

This seems a fitting topic to cover in 

my final column as ACCA president. 

It is vital that current and future 

members recognise they have the skills, 

competencies and ethical compass to 

help to lead on this truly global issue.

My final message is a reminder. With 

this year’s AGM and Council elections 

fast approaching, I encourage all 

members to engage with the process. 

We are a professional membership 
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The power of connections: 
mentoring
Did you know:
Mentors are six times more likely to be promoted.
Mentees are 78% more engaged with their organisations.

Develop yourself and other members. 
Join at: www.accaglobal.com/mentoring
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Tax dodgers on notice
Around A$11bn in tax – a gap of 12.5% 

– owed by small business is lost to 

errors or outright fraud, according to 

the Australian Taxation Office (ATO). 

While 90% of small businesses do the 

right thing, some are submitting false 

expense claims, requesting cash from 

clients and using sales suppression 

software that disguises transactions 

within a company’s records. The ATO 

regards hiding income, exaggerating 

expenses and operating outside the 

system as ‘black economy behaviours’ 

and warns that ‘businesses doing the 

wrong thing are about to attract our 

full attention’.

FTZs expand
Mainland China will establish new pilot 

free trade zones (FTZs) in six provinces 

across the country, extending strategic 

trials to border regions to help improve 

trade ties with neighbouring countries 

and expand the reach of the Belt and 

Road initiative. The move, reported by 

South China Morning Post, also adds 

FTZs in underdeveloped provinces, 

making them more attractive to 

high-quality manufacturing in a bid to 

support their local economies and help 

weather the impact from the escalating 

trade war with the US.

The view from
Gillian Mulligan ACCA, budget management reporting 
analyst, University of New South Wales, Australia

including non-accountants. 

I review and recommend 

improvements for 

processing, reporting and 

risk mitigation, and ensure 

different departments are 

meeting their targets. The 

university has provided me 

with lots of opportunities to move roles 

and learn about different areas of the 

business, which has greatly assisted 

my career development. I have great 

mentors and work with fantastic people.

Becoming an ACCA member is my 
greatest achievement. I began studying 

ACCA because I wanted to join a 

global professional body that would 

provide the opportunity to work and 

travel around the world. I am incredibly 

proud to have been elected to the 

local member network panel, which 

has provided opportunities to meet 

wonderful people, grow in confidence 

and learn new skills. 

My 10-year career plan is to become 
a CFO. I want to continue to explore 

the world and one day call both Sydney 

and Ireland home. I love sport and 

competed in the Sydney half marathon 

for the second time in September. I 

would also love to go to Monaco and 

Silverstone to watch the Formula One 

Grand Prix. 

If I weren’t an accountant I’d be an 
archaeologist. I love learning about 

history, and visiting museums and 

exhibitions. I like learning about our 

past and how it’s shaping our present 

and future. AB

I love listening to 
people’s stories, 

talking about their 
achievements 
and how they 

have learned from 
their failures

My first job was as a trainee 
accountant in a practice, 
JF Harrington and Co, in 
Moate, Ireland. I secured 

the role before I completed 

my BA in accounting and 

finance. I then worked 

in the funds industry in 

Dublin before going travelling to 

South America, New Zealand and 

Australia. Since 2011, I’ve been living 

and working in Sydney, where I became 

an ACCA member.

Throughout my career, many people 
have encouraged me to achieve my 
goals. Being connected and engaged 

with people through networking events 

or social media is important to me. I 

love listening to people’s stories, talking 

about their achievements and how they 

have learned from their failures. 

In my new role I’m enjoying learning 
how different areas of the university 
operate. A key part of my role is 

presenting monthly management 

reports to various stakeholders, 

25%
of organisations globally said they 
would prioritise a consideration of 
the ethical implications of artificial 
intelligence before implementing it.
Source: PwC
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Climate 
challengechallenge
Better corporate reporting on climate issues will help 
business, investors and the planet. Barbara Davidson
explains how to become a disclosure warrior

stakeholder concerns. Investor 

surveys and papers such as Investor 
Agenda for Corporate ESG 
Reporting (bit.ly/inv-agenda) provide 

further insight into expectations and 

needs, including determinations 

of materiality.

While numerous frameworks, 

standards and guidelines are available, 

the mass of overlapping information 

may leave you confused and frustrated. 

If you’re unsure where to begin, use 

the landscape map from the Corporate 

Reporting Dialogue (CRD, bit.ly/CRD-

map) to navigate fi nancial and non-

fi nancial reporting resources. Some 

CRD participants are working on the 

Better Alignment Project to reduce 

redundancies across frameworks 

(bit.ly/CRD-alignment). For industry or 

sector-specifi c materials, turn to the 

Gone are the days when only ‘socially 
responsible’ investors focused on 
environmental and social issues. 
Scientifi c evidence, such as the special 
report from the Intergovernmental 
Panel on Climate Change (bit.ly/
IPCC-SR), along with the fi nancial 
and social consequences of climate 
disasters and stranded assets, highlight 
the need to understand the risks and 
opportunities across all portfolios.

While investors appreciate the 

importance of allocating capital towards 

a more sustainable economic system, 

the lack of adequate, comparable 

corporate disclosures often makes 

it diffi cult to do so. Positive strides 

have been made, such as the 

recommendations of the Financial 

Stability Board Task Force on Climate-

related Financial Disclosures (TCFD) and 

the European Union’s (EU) Non-Financial 

Reporting Directive (NFRD) (bit.ly/

TCFD-report and bit.ly/non-fi n-rep-dir, 

respectively), but more work is needed.

So how might accountants help? Here 

are some ways to tackle the corporate 

disclosure challenge.

Getting started
Determine if the company’s published 

reports and local requirements already 

address material climate risks and 

the strategic opportunities that the 

company faces. What are the gaps? 

For context, the Climate Disclosure 

Standards Board (CDSB) and the CDP 

(formerly the Carbon Disclosure Project) 

discuss gaps in their First Steps review 

(bit.ly/CDSB-CDP).

Speak with investors or your 

investor relations team to understand 
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Given the anticipated financial 

impact of climate change on 

companies, many investors expect 

boards to oversee these issues. So, 

if possible, get buy-in from senior 

management; their support will 

underline the importance of gathering 

and disclosing this information.

Get collaborating
Collaborate internally: many 

departments still work in silos, 

recreating the same data that 

others need but in different formats. 

Collaboration can also identify risks 

that need managing and allow strategic 

business possibilities to be shared. 

Externally, networking events provide 

chances to speak with experts and 

others undergoing a similar process.

Some regulators are considering 

mandating what are currently voluntary 

disclosures, such as the TCFD 

recommendations. Others have started 

beefing up requirements. The UK, for 

example, recently issued streamlined 

energy and carbon reporting regulations 

(bit.ly/Streamlined-ECR). Preparing 

material using the same rigour that 

you would for an audit is a good 

management tool that could give you a 

head start on future requirements.

Recommendations from the First 
Steps review may provide a glimpse 

Sustainability Accounting Standards 

Board (SASB) and the Global Reporting 

Initiative (GRI). 

Consider researching industry best 

practice and reviewing peer disclosures. 

The First Steps review includes example 

disclosures. Search for specific company 

reports on the GRI’s Sustainability 

Disclosure Database (bit.ly/GRI-

database). The Financial Reporting 

Council’s (FRC) Financial Reporting 

Lab has a project to examine best 

practice around climate and workforce 

reporting (bit.ly/lab-project). And the 

World Business Council for Sustainable 

Development, CDSB and Ecodesk have 

developed the Reporting Exchange 

(reportingexchange.com), an online 

sustainability reporting platform that 

you can tailor to your needs (eg by 

country, sector and topic).

If you are implementing the TCFD 

recommendations, the CDSB’s TCFD 

Knowledge Hub (tcfdhub.org) has a 

wealth of material on governance, 

strategy, risk management and 

metrics, as well as case studies. The 

CDSB and SASB recently published 

an implementation guide (bit.ly/

TCFD-guide), with mock disclosures 

linked to the TCFD recommendations. 

Participants in the Better Alignment 

Project will map their frameworks to 

the recommendations. You can also 

find mappings to the EU’s NFRD in 

the European Commission’s Report 
on Climate-related Disclosures (bit.ly/

EC-climate-disc).

For support with measurement, 

the Greenhouse Gas Protocol 

(ghgprotocol.org) offers a global 

framework for measuring and managing 

greenhouse gas emissions. The TCFD 

has a technical supplement (bit.ly/

TCFD-tech-supp) for climate risk 

scenario analysis. And the Natural 

Capital Protocol (bit.ly/NatCapPro) can 

assist in assessing your company’s use of 

natural resources.

into future policy discussions. Keep an 

eye on other relevant projects such as 

proposed changes to the International 

Accounting Standards Board’s (IASB) 

Management Commentary Practice 

Statement (bit.ly/IASB-man-com) and 

the FRC’s UK Stewardship Code (bit.ly/

stewardship-code).

For reporting progress towards 

the UN’s Sustainable Development 

Goals (SDGs), see the online 

platform developed by the GRI 

(bit.ly/GRI-SDG-reporting). The SDG 

Compass (sdgcompass.org) and various 

ISO standards (eg ISO 26000 and the 

14000 family) can help. You can find 

frameworks mapped to SDGs in CRD’s 

report The Sustainable Development 
Goals and the future of corporate 
reporting (bit.ly/CRD-SDGs).

All too much?
To some, this iterative process that 

takes time (and money) may be 

an unwelcome addition to the day 

job, but it’s not going to go away. 

Don’t despair. Although companies 

face a significant task in providing 

investors and other stakeholders 

with decision-useful climate-related 

disclosures, better information assists 

in allocating capital to sustainable 

business activities.

By understanding the risks companies 

face, such as water shortages, rising 

resource prices or future regulation, 

investors can adjust their valuations and 

formulate more efficient engagement 

strategies. Knowledge of future 

planning, such as new product lines, 

can create value. So use the resources 

available, collaborate when possible, 

and embrace the opportunity to help 

bring about positive global change. AB

Barbara Davidson has 20 years’ 

experience in international financial 

markets and was formerly head of 

investor engagement at the IASB.

Providing investors 
with decision-

useful climate-
related disclosures 

may create 
an additional, 

unwelcome burden, 
but it won’t go away

23October 2019 Accounting and Business

AP_YCORP_ESG.indd   23 03/09/2019   10:48

www.bit.ly/GRI-database
www.bit.ly/lab-project
www.reportingexchange.com
www.tcfdhub.org
www.bit.ly/TCFD-guide
www.bit.ly/EC-climate-disc
www.ghgprotocol.org
www.bit.ly/TCFD-tech-supp
www.bit.ly/NatCapPro
www.bit.ly/Streamined-ECR
www.bit.ly/IASB-man-com
www.bit.ly/stewardship-code
www.bit.ly/GRI-SDG-reporting
www.sdgcompass.org
www.bit.ly/CRD-SDGs


Futureproof capital
While mergers and acquisitions are gathering pace in South-East Asia, the way 
decisions to invest or divest are made will help to determine their success or failure

Amid geopolitical tensions and 
technological challenges, companies 
in South-East Asia are still showing 
a resilient appetite for mergers 
and acquisitions (M&A) deals, with 
a recent EY survey finding that 
87% of respondents in the region 
expected the global M&A market 
to improve and 46% plan to pursue 
M&A opportunities over the next 
12 months.

But acquisitions can be expensive if 

they are not properly planned, when 

the target is not a strategic fit to the 

overall business or one simply ends up 

paying an excessive price, says Harsha 

Basnayake, EY Asia-Pacific transaction 

advisory services leader.

‘There are many successful deals 

that have taken place – for example, 

the mergers that have happened in 

the banking sector in Singapore,’ he 

says. ‘But on the other hand, there are 

also businesses that purely relied on 

acquisitions for growth; when that’s 

the case, the constraint on culture 

is something that is significantly 

underestimated by many and such 

strategies have always come under 

stress at some point in time.’  

Manage your capital agenda
Because companies need to manage 

their capital agenda actively to invest 

or divest at the right time, EY recently 

published The Stress Test Every Business 
Needs, which aims to provide CEOs 

and CFOs with insights that will help 

them make more-informed decisions on 

capital allocation.

‘Having a static capital agenda, 

however appropriate for your current 

environment, is not enough in today’s 

uncertain world. Amid volatility, CEOs 

and CFOs should take the offensive 

in articulating why each business 
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Unlock the power of divestment
According to EY’s April 2019 Global Capital Confidence Barometer, Asia-Pacific 

companies have been accelerating their portfolio reviews, with 57% of executives 

indicating that they now review their portfolios quarterly – up from 23% in just six 

months. Meanwhile, in the 2019 EY Global Corporate Divestment Study, 81% of 

respondents cited a need to streamline their operating model as the top trigger for 

divestments over the coming year. 

EY says that while corporate acquisition skills have improved steadily over the 

past decade, divestment practices have been slower to evolve. ‘In our experience 

most companies act too slowly and hold on to assets too long. Even companies that 

execute divestments well tell us they rarely sell the right business at the right time,’ 

says Jeffrey Greene, EY corporate development leadership network leader.

Harsha Basnayake, Asia-Pacific transaction advisory services leader at EY, says 

divestment can be an efficient route to unlocking hidden shareholder value, but just 

like an acquisition it is important to plan it. ‘Companies have to position the business 

in a way that it represents value to the acquirers. This is the part that most companies 

don’t do well,’ he says, adding that they should ‘package the business’, focusing on 

the potential buyers and positioning the business to add value to the acquirer. ‘It is 

important to have a buyer’s mind-set when positioning the sale,’ he says.

Companies also need to pay attention to employees’ anxieties and build a 

culture that celebrates divestment as a necessary part of creating shareholder value. 

‘Companies need to motivate the unit’s management to execute a transaction that 

will maximise value for the parent,’ Greene says.

assessed, not just in comparison to the 

rest of the in-house portfolio but also 

against external peers, the board could 

prompt management to take timely 

action and consolidate investment 

in businesses that provide the best 

outcome to all stakeholders.’

In Asia, many large companies are 

conglomerates, either state-linked or 

family-owned, which have diversified 

their portfolio as a natural hedge to 

mitigate the volatility in performance 

of the different businesses. But 

while it may have been seen as an 

appropriate strategy in the past, it also 

provides a platform to hide bad capital 

decisions or to not take timely action 

to recycle capital to businesses that are 

performing, notes Basnayake, who adds 

that the role of activist shareholders 

in some developed markets has ‘put 

the correct checks and balances for 

management action and provided 

belongs in the portfolio and lay out 

clear performance metrics so investors 

and lenders have sufficient visibility into 

strategy and operations,’ says Jeffrey 

Greene, EY corporate development 

leadership network leader and one of 

more than 20 contributors to the book.

In uncertain times, companies cannot 

afford to tie up resources in suboptimal 

uses, yet too many still only undertake 

extensive portfolio management in 

reaction to cash needs or market 

developments, Greene notes. Rigorous 

and regular portfolio review processes 

will, he says, help management teams 

liberate capital, giving them the financial 

flexibility to quickly capture investment 

opportunities or to counter threats.

EY believes that to futureproof their 

capital agendas, companies should 

use a broad and strategic definition 

of stress that encompasses not only 

traditional macroeconomic, sovereign 

risks and commodity-related shocks, but 

should also watch out for technological 

disruption, activist shareholders and 

hostile takeovers. ‘We believe threats 

can come from downside risks, as well as 

from missed opportunities,’ Greene says.

Act like an investor
Management teams should occasionally 

look at their business from the point of 

view of an activist shareholder and start 

thinking and acting like an investor; 

this would help pre-empt questions 

such disruptors may have. Shyam 

Gidumal, who leads the global activist 

investor practice at EY, writes: ‘It’s the 

same principle as buying homeowner 

insurance even though you don’t 

expect a wide array of hazards to befall 

your property.’

‘This is a practice that is yet to take a 

strong foothold in Asian markets, but 

it is a good one to have at the board 

level when one evaluates business 

unit performance,’ says Basnayake, 

adding: ‘If business performance is 

“outside-in” analysis that they have 

carried out to challenge management 

decisions. In Asia, some of the more 

active controlling families or sovereign 

funds have begun to play this kind of a 

role in the background – but it has not 

been at a level we see in some of the 

developed markets.’

Greene advises that setting financial 

metrics that focus on earning returns 

in excess of the cost of capital will help 

embed a shareholder-value mindset. 

‘Managers need to understand that 

capital will be allocated not to the 

largest business units, but to those 

with the highest risk-adjusted returns 

and best strategic fit,’ he says. ‘This 

approach rewards timely, well-executed 

acquisitions and divestments and 

penalises leaders that hold on too long 

to underperforming assets.’ AB

Sonia Kolesnikov-Jessop, journalist
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Force for good

British law firm Mishcon de Reya, 

says that the fact that the convention 

was signed in Singapore ‘won’t 

necessarily promote the city-state 

itself as a place for dispute resolution’. 

However, it ‘should associate mediation 

in people’s minds with Singapore, just 

as when one thinks of arbitration and 

the US, it is usually New York that comes 

to mind’.

Singapore Minister for Home 

Affairs and Minister for Law, K 

Shanmugam, believes the new 

convention will ‘help Singapore position 

itself as an international dispute 

resolution hub and an active contributor 

to the development of legal frameworks 

of international scale’.

With its stable political climate 

and robust legal and commercial 

infrastructure, Singapore has already 

built a reputation as a neutral 

While their lower cost has led to a rise 
in popularity of mediated settlement 
agreements as a way to resolve cross-
border commercial disputes, the lack 
of enforceability has hindered their 
wider use. But this is set to change 
with the ratification of the new UN 
Convention on International Settlement 
Agreements Resulting from Mediation, 
otherwise known as the Singapore 
Convention on Mediation.

Forty-six countries initially ratified 

the agreement in Singapore on 7 

August; the treaty will now come 

into force in February 2020. This will 

allow parties to seek enforcement of 

mediated settlement agreements across 

participating jurisdictions.

Yeoh Lian Chuan, managing director 

at Singapore law firm Sabara Law, part of 

the global Deloitte Legal network, says 

the new convention will, over time, give 

the international businesses community 

‘more choices for dispute resolution’, 

although he points out that its impact 

will depend on how many countries 

ultimately ratify it.

‘What the convention does is 

improve the enforceability of mediated 

settlement agreements in the context of 

international commercial disputes,’ notes 

Yeoh. ‘Because mediation is a consensual 

process, it has the potential to be 

cheaper, faster and less adversarial.’

The convention will not only raise 

the profile for meditation within 

international disputes; it could 

also potentially help Singapore 

further establish its credentials as an 

international resolution centre.

Profile raiser
Ben Giaretta, a partner in the 

dispute resolution department of 

A new UN convention on mediated settlement agreements gives the global business 
community options for dispute resolution and has put Singapore on the map
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Meanwhile, the Singapore 

International Mediation Centre 

(SIMC) has been spearheading the 

Singapore government’s plans to 

become a premier international 

mediation hub, supported by the 

passing of the Mediation Act 2017, 

which provides, among other things, 

for the recording of SIMC-mediated 

settlement agreements arising 

from mediations as orders of court, 

facilitating enforcement in Singapore.

Trusted framework
‘SIMC is a relatively young organisation, 

having only been launched in 

November 2014,’ says SIMC chairman 

and international mediator George 

Lim. ‘We have much to do, but in the 

short space of four years or so, we 

have seen tremendous interest from 

international parties in using Singapore 

as a mediation venue because of our 

neutrality, location, quality of mediators 

and mediation services, and trusted 

legal framework.’

international dispute resolution centre 

that offers a complete suite of services. 

The Singapore International Arbitration 

Centre has one of the world’s largest 

administered caseloads and last 

year was ranked by the Queen Mary 

University of London and White & Case 

International Arbitration Survey as the 

preferred arbitral institution in Asia, 

and third favourite in the world. The 

Singapore International Commercial 

Court (SICC), launched in January 2015, 

has also seen its case numbers rise from 

just two in 2015 to 12 new cases in 2018, 

including one fresh filing. 

‘The first fresh filing coming after 

just three years is welcome news 

because it validates our belief that 

commercial parties are writing SICC 

clauses into their contracts,’ stated 

Chief Justice Sundaresh Menon in 

his year-end remarks, adding that the 

SICC was steadily gaining recognition 

as ‘a trusted neutral venue’ for 

international commercial dispute 

resolution in Asia.

The SICC and SIMC are both 

benefiting from and building on 

Singapore’s reputation for legal services. 

According to a recent independent 

survey conducted by research firm Ipsos, 

Singapore law is now the second-most 

adopted governing law in crossborder 

transactions in Asia after English law, 

while its status as a dispute resolution 

hub has also strengthened, with 63% of 

total participants polled picking the city-

state as the preferred venue for dispute 

resolution, up from 52% in 2015.

‘The results highlight the great strides 

that Singapore law has made in its short 

history. Our law provides a business-

friendly framework and includes an 

established and well-developed body of 

commercial law equipped to deal with 

cross-border transactions. It is well-

placed to serve the needs of businesses 

in Asia,’ Justice Vinodh Coomaraswamy, 

chair of the Promotion of Singapore Law 

Committee, said in April.

Michael Peer, dispute advisory 

leader at PwC South East Asia 
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More information

increasing transparency provisions 

result in publication of details related 

to disputes, thereby reducing the 

confidentiality of disputes decided 

through arbitration and increasing 

costs, for instance due to challenges to 

awards through the courts regarding 

allegations as to the impartiality of 

arbitrators writing the awards.’ And so, 

he argues, ‘The Singapore Convention 

will give yet another attractive 

element to mediated resolutions of 

international disputes.’

Peer believes mediation has 

a fundamental advantage over 

arbitration as it is a resolution that is 

agreed by the parties, not one that 

has been imposed upon them. ‘The 

process of mediating a resolution is 

not necessarily cheaper or faster, but 

these elements are entirely within 

the control of the parties. Of equal 

importance is that while arbitration 

focuses on the disagreements of 

the past, mediation often resolves 

those disputes by focusing on future 

possible cooperation between the 

parties,’ he says.

‘Mediation is such a sensible way 

to preserve shareholder value and 

avoid transactional costs that one 

hopes that the Singapore Convention 

will encourage increased use, in light 

of the convention’s promise that 

agreements resulting from mediation 

are enforceable,’ says F. Peter Phillips, a 

commercial arbitrator and mediator.

‘While the convention should 

enhance Singapore’s already 

preeminent reputation as a centre for 

international dispute resolution, its 

effects will be felt globally.’ AB

Sonia Kolesnikov-Jessop, journalist

Consulting, notes that ‘as entities 

turn to Singapore for the resolution of 

disputes, it is becoming increasingly 

natural for parties to at least consider 

the possibility of finding an amicable 

solution. The Singapore Convention 

will increase the profile of mediation 

generally as a potential way of finding 

that amicable solution.’

In the case of commercial disputes, 

businesses have three legal recourse 

options: litigation, arbitration and 

mediation. But Lim notes that when 

trying to promote mediation to 

businesses, one of the questions 

often asked is whether the settlement 

agreement can be easily enforced 

globally in the event that the 

performing party fails to act. ‘When 

the answer given is no, there is often 

a reluctance to even want to try 

mediation,’ he says.

‘I believe that the convention will give 

confidence to businesses to attempt 

mediation. In addition to the issue 

of enforceability, which is important, 

its value is to bring parties to the 

mediation table.’

New language
Giaretta believes the Singapore 

Convention on Mediation will ‘change 

‘The process 
of mediating a 

resolution is not 
necessarily cheaper 

or faster, but is 
entirely within 

the control of 
the parties’

the language of international dispute 

resolution because it will make 

enforcement of mediated settlements 

easier internationally’.

But perhaps more importantly, 

he notes, ‘Mediation will spring to 

people’s minds more readily,’ he notes. 

‘The new convention should be seen 

as complementary to the New York 

Convention on arbitration. Businesses 

can include both in their contracts; 

indeed, it would be good practice to 

do so.’

Alternative dispute resolution has 

historically been synonymous with 

arbitration, but international arbitration 

has lost some of its attraction in 

recent years, Peer notes. ‘Awards are 

taking longer to be delivered and 

How can accountants help to mediate?
Because mediation is about finding a commercially viable solution, rather than 

being overly preoccupied by legal aspects, the accounting profession can play an 

important role in helping businesses that want to take the mediation route to resolve a 

commercial dispute. 

For example, accountants can offer support in matters involving valuation, 

commercial or forensic reviews, investigations and audits, notes Yeoh Lian Chuan, 

managing director at Sabara Law.

Michael Peer, dispute advisory leader at PwC South East Asia Consulting, says 

that parties involved in a mediation process must establish the facts surrounding the 

dispute, gather intelligence, and understand the economics of possible resolutions 

and the cost of failing to find one. ‘In some cases, the resolution will require ongoing 

assistance to implement or monitor the agreed resolution,’ he says, adding that 

forensic accountants will remain an integral part of that mediation process.

28 Accounting and Business October 2019

C
PD

AP_YCORP_mediation_CPD.indd   28 11/09/2019   13:47

www.accaglobal.com/abcpd


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.

BOKS’s network grows
Global professional services alliance 

BOKS International has added member 

firms in Malaysia and Hong Kong SAR, 

expanding its network to 35 countries. 

Geared towards SMEs seeking a 

‘cost-effective, flexible networking 

alliance that facilitates global business 

opportunities’, UK-headquartered BOKS, 

founded in 2016, aims to enter the top 

20 before the end of next year. The 

new Asian members are YKS Chartered 

Accountants in Malaysia and CPS 

Taxation Services in Hong Kong SAR. 

EY expands 
EY has opened its 28th location in 

Greater China with a new branch 

in Chongqing. Michael Bi, China 

Central managing partner, noted the 

‘remarkable achievements’ in the reform 

of the local business environment in 

recent years. ‘The market players in 

Chongqing’s economy are mostly small 

and medium-sized enterprises,’ he 

said. ‘The promotion of the business 

environment not only drives the fair 

competition and quality development 

of Chongqing SMEs, but also attracts 

a number of companies including 

clients of EY to settle in,’ he said. EY’s 

headcount in the Greater China region 

now numbers 18,000. 

The view from
Silvia Tan FCCA, partner, Grant Thornton, Malaysia, on 
how technology investment is reshaping audit 

Being admitted into the 
audit partnership in 2018 
was an important moment 
in my career. Having the 

right attitude and self-

motivation are key to 

personal and career growth, 

making me who I am today. 

There are plenty of opportunities to 

explore and to improve myself in terms 

of technical skills and knowledge, 

communication and managerial skills. 

I enjoy sharing my knowledge with 

colleagues and I genuinely hope that it 

will benefit them and their work.

 

Technology investment is reshaping 
business and how we audit. Auditors 

are expected to have solid data analysis 

skills and be able to audit IT general 

controls and application controls. Where 

we used to work manually on audit files 

and carried bulky documents with us in 

and out of client offices, we’ve started 

documenting work using specialised 

auditing software. 

  
Grant Thornton International’s 

professional network supports 
member firms in long- and short-term 
strategic growth planning, technical 
development and people development. 
Being closely connected to this network 

ensures our alignment to the global 

strategy, and that we get the latest 

internal and external updates in relation 

to the various service lines.

 
If I weren’t an accountant, I’d be 
a lecturer. I love to interact with 

people and share my knowledge 

and experiences. AB

Having the right 
attitude and self-

motivation are key 
to personal and 

career growth, 
making me who I 

am today

I graduated with a BA 
(hons) in accounting and 
finance. In 2005, I began 

my career as an audit 

assistant at Grant Thornton. 

Since 2008, alongside my 

audit responsibilities and 

deadlines, I’ve also been 

organising and coordinating training 

courses for audit teams. Subsequently, 

in 2010, I decided to go into training 

full time, as I find knowledge sharing 

and transfer is what I enjoy most in my 

working life.

I am currently the partner in 
charge of technical and training 
in Grant Thornton Malaysia’s 
audit and assurance division. My 

major responsibilities include risk 

management, quality control policy 

setting and monitoring the firm’s 

audit work, audit team capabilities 

development, technical support, 

and liaising and communicating with 

Grant Thornton International and 

regulatory authorities on technical-

related matters.

Dissatisfaction 
with income 
levels among 
the top six 
accounting firms does 
not necessarily negatively 
impact audit quality where auditors 
expect to remain in the profession, 
climb up the ranks and later earn 
higher compensation.
Source: John Molson School of Business 
at Concordia University
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Which way now?
Equity partners need to weigh up the succession options available and review these 
regularly to help avoid undertaking a poor transaction, says Tim Underwood

can help to avoid a poor transaction. 

This also allows for the end goal to 

change and for the business to realign 

to a different and preferred exit route, 

as circumstances change during the 

lifecycle of the practice. 

A few years ago, we worked with a 

practice in Singapore that was looking 

to sell. It was a small firm with five 

partners, two of whom were equity 

partners. The salaried partners either 

didn’t have the means to raise the 

money to buy the business or had no 

aspiration to take on the practice. In 

reality, after further discussions with 

the equity partners it became obvious 

that the salaried partners also lacked 

the required technical and soft skills 

to take the practice forward on their 

own anyway, so the decision to sell 

to another firm had always been the 

default exit.

When the time came to take the 

practice to market, the level of interest 

was underwhelming. The main reason 

for this was that the equity partners had 

not considered the profile of potential 

buyers and what those buyers were 

looking for from an acquisition. 

The audit exemption level in 

Singapore had recently been increased 

to S$10m in revenue, and the potential 

impact to the firm’s book of business 

was unknown. As a result, acquirers were 

less interested in our client given the 

weighting of the book towards audit. 

In the end, the practice was not sold, 

but we worked with the partners to 

identify what profile of practice was of 

most interest to potential clients and 

refocused their service offering away 

from audit into more specialist areas of 

When talking about succession, 
the term means different things to 
different practices. 

Generally speaking, the Big Four and 

first-tier firms have ownership structures 

in place, where senior managers and 

director-level employees moving 

into partnership positions have the 

opportunity to buy into practice equity 

at group level. This buy-in gives new 

partners the opportunity to share in the 

profit pool for their years of service and 

enhance their income. At retirement, 

the partners will then benefit from a 

deferred compensation plan tied to the 

future performance of the firm. 

Medium-sized firms sometimes have 

models similar to the larger firms, but 

increasingly are moving to a ‘zero in, 

zero out’ basis, where the partners are 

not required to buy into the partnership 

but more commonly have to look to 

their own private retirement schemes to 

meet their lifestyle post-retirement. 

Until recently, very few of these larger 

firms have come to market looking for 

a sale. Given their size, there would be 

very few potential buyers who would 

be willing to pay a capital sum for these 

practices, while the firm’s partners who 

prefer to remain independent and 

benefit from the enhanced profit share 

and income continue on a premium 

profit share rather than monetarise this 

for a capital sum. 

Smaller firms – say, 30 partners and 

below – have started to take a more 

strategic view of their succession 

options. The ones listed above remain 

feasible but the potential of selling 

the practice to another firm is an 

alternative opportunity.

We are increasingly 
seeing partial 

equity stakes being 
given to younger 
partners early in 

their development 
to tie them into 

the practice 

Beyond the business
Smaller firms tend to have a blend 

of salaried and equity partners, with 

increasingly risk-averse salaried and 

junior partners not willing to commit to 

borrowing to facilitate management buy 

out-style deals. So, given that existing 

and ageing partners have reinvested 

in the practice over the years, they will 

often have to look outside for a trade 

sale to realise their capital sum and 

facilitate their succession. 

The key factors for equity partners to 

consider in understanding their best 

route are as follows:

1. aspirations of their staff and 

junior partners

2. how will clients react to the various 

options being considered?

3. who would the potential acquirers 

be, if this was the preferred route?

4. external factors and influences in 

the local and regional market.

It is important to run a SWOT analysis 

of the various options. Doing this 

well before your proposed exit, and 

re-running the assumptions annually, 
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looking to provide for succession by 

buying out the current equity partners 

are very difficult to identify, nurture 

and retain. We are increasingly seeing 

partial equity stakes being given to 

younger partners at early stages in their 

development with their firms, to tie 

them into the practice and bond them 

for the long term. 

These younger partners, at least in 

the more forward-thinking firms, are 

included in setting the strategy for the 

practice along with the other equity 

partners, so that they can be involved in 

tax, advisory, corporate secretarial and 

forensic work. The restructuring required 

the investment of management time, 

but it was agreed the changes should 

have been addressed earlier and could 

have been worked on over a longer 

period of time. 

Intergenerational issue
The other factor that arises concerns 

intergenerational firms and how the 

mechanism of succession, via a sale 

to younger partners, has changed in 

the last 15 years. Younger partners 

shaping the firm that they are eventually 

going to take over and run. 

The empowerment of younger 

partners and their involvement in the 

strategic direction of the practice is an 

incredibly valuable governance issue. It 

takes an enlightened and realistic older 

partner team to delegate responsibility 

for the strategic direction as part of the 

ownership transition. AB

Tim Underwood is managing director 

at Foulger Underwood Asia:  

Tim@foulgerunderwood.com.
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In safe hands
Rachel Botsman, a leading expert and author on trust in the modern world, busts 
some myths and explains why it’s time for us to rethink some of our perceptions

Q Can you explain your concept of distributed trust?
RB My first book, What’s Mine Is Yours, was looking at how 

technology could make us engage in behaviours that might 

previously have been considered risky, such as opening our 

homes and cars to strangers. At the same time, I was hearing 

this narrative that trust was being eroded in institutions – in 

politics, media and the banks.

This led to the idea that maybe it’s not that trust is 

eroding or declining, but it’s changing form. It’s not that it’s 

completely collapsed but that technology takes trust that 

flowed upwards and was very hierarchical, and distributes it 

through networks and platforms and social media to people in 

new ways. 

Q How does this relate to organisations? 
RB I think it’s a mistake to think of trust as a brand that 

works like a pyramid, managed by the marketing and 

communications teams, and very much in the hands of 

leadership. That’s not true anymore. If you look at the 

relationship between the employee and the employer, if 

you think about the relationship between the customer 

and the consumer and the company, trust really lies in the 

hands of people. 

Q Can trust be built?
RB The second thing that’s really a myth around 

trust, particularly within professional services, is this idea 
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A career based on trust
Why would you invite a stranger to stay in your home? 

Or hop in a car with a man you’ve never met? These are 

the questions that led Rachel Botsman to write her 2010 

best-selling book What’s Mine Is Yours, co-authored with 

Roo Rogers.

The book was prompted by an interest not just in the 

economics but also in the trust issues surrounding shared 

economy businesses such as Airbnb and Uber. New digital 

technologies, Botsman argued, were enabling the rise of 

‘collaborative consumption’, ushering in a new economy 

based on a changed perception of trust.

Since then, Botsman has explored those issues in greater 

depth, most notably in her 2017 book Who Can You Trust?, 

in which she discusses the concept of distributed trust (see 

opposite), and how trust in individuals and institutions is 

being decentralised.  

Botsman has been named as one of the 50 most 

influential management thinkers in the world, a Young 

Global Leader by the World Economic Forum and one 

of Fast Company’s Top 100 Most Creative People in 

Business. She is a trust fellow at Oxford University’s Saïd 

Business School, teaching the world’s first MBA course on 

trust in the digital age. Botsman is now working on a new 

podcast series, Rachel Botsman’s Trust Issues, which launched 

last month.

‘When people talk 
about trust, they’re 
often talking about 

responsibility: 
who should be 

responsible when 
things go wrong?’ 

organisation cares and understands 

where you’re coming from and 

respects your views and perspectives, 

even if they’re completely different 

to your own. 

Then there’s integrity, which 

is the hardest trait for all 

organisations to scale. Often, people 

think ‘Oh, we can fake integrity, 

with things like CSR programmes or 

sustainability or charity,’ but integrity 

is actually about your motives. 

Integrity is saying ‘Do my intentions 

align with the best interest of the 

consumer or user?’

Q Do millennials have a different attitude to trust?
RB I think millennials are more sceptical in some ways. If I 

think of my parents’ generation, they were quite deferential 

to experts and leaders, and even brands. With millennials, 

it’s a whole different mindset. They say: ‘I’m not going to 

give you my trust just because you’re in power’; there is a 

hearty scepticism.

Q How much do people trust chatbots?
RB I think customer service bots have a really long way 

to go. Often you’re going to customer service when you 

have a problem – and these bots cannot empathise with 

someone who is frustrated or upset! I deal a lot with the 

fintechs and it really drives me mad when they don’t have a  

customer service department. It’s your money and you really 

don’t want to talk to Susie Chatbot; you want to talk with a 

human being because you need to believe in an instant that 

that person understands your problem. 

Q Is there anything organisations can do to regain trust once 
they’ve lost it?
RB If you look at most trust crises, it all comes down to 

integrity. The companies claim it’s a capability problem: 

‘We’ll fix the system, we’ll put more bots on it, or whatever 

the technology fix is.’ But actually, it’s a culture problem: it’s 

people saying ‘I don’t believe your interests are aligned with 

my best interests.’ That is a really hard place for a company to 

come back from.

Samsung is a good example. The company went 

through a trust crisis over problems with its Galaxy Note 

7 smartphone. Samsung admitted it was about the phone 

but it also said what was wrong with its systems and 

fixed them.

that it can be built. I hear this all 

the time. 

Trust is something that’s given 

to you. You can’t say you’re going 

to build more trust with me: I have 

to give you my trust, you have to 

earn it. There’s no brand, there’s no 

communication campaign, there’s no 

product that can actually manifest 

trust; you have to be trustworthy. So 

it lies in culture and behaviours. 

Q How can an organisation be 
more trustworthy?
RB You have two sets of traits: 

capability and character. Capability traits include competence 

– how you do something – and responsiveness, which is about 

your respect for time.  

But the real gold dust of trust lies in character, which 

is based essentially around empathy – a feeling that the 
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Q You’ve talked about transparency not being the answer.
RB People talk about transparency as a magical cure and it’s 

not. I think transparency is a tool. 

Gender pay is a really good example. If we can get accurate, 

accessible information on gender pay, we can create some 

actual change around that. But when we’re calling for blanket 

transparency and saying that this is the way to create more 

trust, it’s actually wrong. First of all, I don’t think any company 

can promise true transparency, so all you get is surface-level 

information disclosure.

I’m not saying that more transparency in banking is a 

bad thing: being clear around interest rates and terms and 

conditions and payment schedules is absolutely key. But this 

idea that more transparency increases trust is not how it works. 

If I really trusted the bank, I would believe what they said 

about interest rates; I wouldn’t need to know.

Q Who should take responsibility for creating a 

framework of trust?

RB It depends on the context. The sales centre should 

take responsibility for certain things. If we’re talking 

about diversity around hiring, that’s an HR issue. If we’re 

talking about good governance, that’s a legal issue. So it’s 

really contextual. 

When people talk about trust, 

they’re often talking about 

responsibility: who should be 

responsible when things go wrong? 

And so much of the anger, fear 

and lack of confidence around 

big systems – particularly financial 

institutions – is because of the lack 

of responsibility and accountability 

when things do go wrong.

Q Does regulation make 
companies seem more 
trustworthy or less?
RB People approach regulation 

in this top-down, hierarchical, linear fashion. You can 

see it with the Financial Conduct Authority trying to get 

its head around cryptocurrencies. You can’t apply the 

regulation that exists for existing currencies, so it requires a 

completely different mindset – not just what that regulation 

looks like, but how those regulations are enforced. I think 

one of the mistakes that we make is around how to create 

regulation that can be owned by the community. I don’t 

think we’ve really cracked this idea yet of self-policing and 

community moderation. 

Q What can accountancy 
professionals do to increase trust?
RB My trust does not lie in a firm: 

it lies in an individual. Accountants 

understand risk because risk can be 

measured; they understand money 

because money can be measured. 

But you cannot think about trust 

in the same way. You can measure 

the traits that we talked about, but 

the idea that you can have a sort of 

trust barometer – well, you can’t measure a human belief. 

Risk is made up of likelihood and severity: how bad 

something’s going to be and the likelihood of it happening. 

With any client, in any situation, I think it’s worth asking: 

‘Am I trying to reduce the likelihood of something bad 

happening? Am I trying to reduce the severity of the possible 

consequence? Or am I trying to increase the confidence of 

my client to take this risk?’ AB

Emma Woollacott, journalist

‘If you think about 
the relationship 

between the 
customer and the 

consumer and the 
company, trust 

really lies in the 
hands of people’ 
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Let’s get ethical
A heightened awareness of the importance of ethics is cranking up executive 
leaders’ focus on corporate culture, governance and compliance

Ethics on the front-burner
KPMG’s 2019 CCO Survey explores how 220 chief 

ethics and compliance offi cers (CCOs) of large 

organisations manage ethics and compliance 

risk. Ethics will be the top focus area for their 

compliance refi nement effort in 2019 (66%), well 

ahead of privacy, product safety, time/expense 

and third-party vendor management (all 27%). 66%
Ethics 57%

The board oversees ethics and compliance efforts

Strongly agree that their organisation has a 
process for assessing the impact of issues 
and creating enterprise-wide solutions.

Strongly agree they have a centralised 
investigation unit, and that structured 
coordination with HR and other functions 
occurs based on documented protocols.

Strongly agree that identifi ed issues are 
tracked for mitigation purposes, and 
that compliance provides consistent 
‘credible challenge’.

76% 68% 67% 64% 64%

Engaged at the top
Among the key corporate trends is the board’s 

expanding role in governance, ethics and compliance. 

The report attributes this to heightened public 

awareness of ethics-related issues and the ensuing 

focus on ethics and conduct.

Action stations
In terms of corporate management and investigation of 

compliance and ethical issues, the survey found that:

More information

You can fi nd KPMG’s CCO Survey: Insights for the future of 
ethics and compliance report at bit.ly/CCO-survey.

RetailManufacturing Energy Finance Health/life science Tech/media/telecoms

4%
Do not 
agree

39%
Strongly 

agree

42%

52%

35%

57%
Agree

Ethics compliance refi nement effort, by sector
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Green tide
The rising demand for companies to disclose  
their environmental impact is driving change  
in corporate behaviour, and finance teams  
are at the leading edge of this evolution

We are living through a time of social and 
environmental jeopardy. Every week brings 
new headlines of melting glaciers, burning 

rainforests, social inequality and poverty. But what 
responsibility does – and should – business have for 
remedying the ills of humankind? 

If the ultimate aim is for everyone to have the means to 

live well on an ecologically flourishing planet, to say there 

is much work ahead is quite an understatement. But it may 

nevertheless be an achievable goal if the way in which modern 

economies function can be reset. A framework for the future 

has already been set out in the UN’s Sustainable Development 

Goals, which describe 17 interconnected social, environmental, 

economic and governance issues for countries to achieve by 

2030. But as a major report from ACCA, in collaboration with 

the CFA Institute, points out, achieving that aim will require 

the active involvement of finance and business. 

The report, Social and environmental value creation, uses 

emerging risk and reporting data analysis from Datamaran, 

and draws on roundtable discussions with ACCA members 

and interviews with key stakeholders, to assess the 

challenges of social and environmental value creation within 

companies and the role the financial sector plays in evaluating 

risks and opportunities. 

More precise environmental reporting is just one strand of a 

growing trend for companies, particularly large multinationals, 
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Since 2005, conservation action has helped reverse the 
shrinkage of Qinghai Lake, the largest lake in China, 
caused by livestock overgrazing and land reclamation.

to consider and discuss their contribution to an expanding 

range of societal issues. The pressure from the public, 

governments and other stakeholders on organisations to 

play a greater role in meeting environmental and social 

challenges is growing. The report looks in detail at the ways 

in which companies manage their social and environmental 

risks and how they can contribute value to society and to 

the environment, as well as the growing importance of 

environmental, social and governance (ESG) issues in finance. 

Shared value
The report tracks how market-based capitalism encouraged 

a focus on shareholder value, which has over time morphed 

into the concept of ‘shared value’, where societal returns 

are expected to be given equal weight to financial returns. 

‘There is a growing understanding that better social and 

environmental performance by companies leads to better-

managed business, one that is more engaged with the society 

in which it operates,’ says the report.

This evolution has resulted in a shift in corporate reporting, 

notably the emergence of sustainability reporting. ‘Questions 

about whether, to what extent and how business should 

take responsibility for environmental and social mega-

trends manifest themselves in the development of new 

criteria and indicators for assessing corporate performance, 

which increasingly associate performance with responsible 

business conduct and sustainable outcomes,’ declares the 

report. Demand for information about how corporate activity 

jeopardises or contributes to long-term sustainability is rising. 

Existing requirements are being expanded – for example, 

to explain how governance and 

remuneration encourage particular 

behaviour, and new measures of 

performance, such as social impact 

measurement, are being developed.

The report points out that finance 

teams are on the front line of 

this evolving battle. Professional 

accountants have a uniquely 

privileged view, as they are involved 

across all elements of the business 

model – from proposals to create 

value to the creation of value itself, 

and capturing and reporting on the 

value that is being created. 

Professional 
accountants have a 
uniquely privileged 

view, as they are 
involved across 
all elements of 

value creation in 
the business

But while many tools exist to help organisations monitor and 

report on social and environmental risks and value creation, 

the report argues that finance teams ‘lack the capabilities and 

mandate to make the case’ and to put the necessary processes 

in place. An added challenge is that not all activities fall under 

finance’s remit. One of the consequences of a greater focus 

on social responsibility, for example, has been an increase in 

the involvement of companies in community engagement 

activities. Typically, this comes under the responsibility of 

marketing or external communications, and is far removed 

from strategy, finance and internal audit teams.

The report explores in detail the growing demand for 

more ESG disclosures from investors. It notes that ethical 

investing is on the rise – ESG funds have seen ‘tremendous 

growth’ in recent years, with assets under management rising 

by 60% between 2012 and 2019 from US$655bn to just over 

US$1 trillion. Given the interest of the millennial generation in 

ethical investing, the trend is likely to continue.

The report also points out that investment managers 

are feeling the effects of a series of push-pull factors that 

encourage advances in ethical investment. The factors include 

increases in regulation, and enhanced disclosure and reporting 

requirements, as well as the availability of better-quality ESG 

data, metrics and analysis, and ‘an emerging and broadly 

supportive body of academic literature on ESG issues in 

investment management’.

Stumbling blocks
That said, there are still a number of obstacles in the way of 

more widespread adoption of ESG investment approaches. 

The barriers include a lack of comparability of ESG data and 

disclosures across organisations – which probably reflects 

the multitude of corporate reporting practices and standards 

governing non-financial information across the world. Until 

both ESG data and reporting 

requirements are complete and 

standardised, a true appraisal of ESG 

risks and opportunities will remain 

beyond our reach.

The report concludes that the 

challenges are ‘immense, complex 

and urgent’, but that opportunities 

can be realised with the use of 

existing tools and processes. All that 

is needed – and it is no small thing 

– is a shift in values and mindsets by 

business. The world is watching. AB

Liz Fisher, journalist
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Innovation in public sector finance
Are you innovative in your area, team or organisation?

Yes, in my  
area or team

People innovation Process innovation
Data and technology innovation

Yes, in the 
wider

organisation

No Don’t know

70%
60%
50%
40%
30%
20%
10%
0%

Switching gears
The finance function can shift the approach to innovation in the public sector from 
incremental to radical, collaborating with others to achieve sweeping change

If you were to ask someone 
to choose three words that 
they associate with the public 

sector, it is unlikely that ‘innovative’ 
would be one of them. Yet a new 
report from ACCA makes clear 
that the public sector’s reputation 
as an innovation laggard is really 
something of a myth.

The report, Innovation in public 
finance, acknowledges that 

governments across the world face 

a dizzying array of challenges, not 

least technological disruption and an 

alarming fall in public trust. In many 

countries, the public sector is being 

asked to meet rising expectations, often on a falling budget. In 

this context innovation is vital, the report points out, because 

it responds to the core question of how to do more with less. 

Experiments in the public sector with various proxies for 

market-driven efficiencies have had mixed success. Innovation, 

it seems, is the best hope for delivering service quality and 

public value. And finance professionals will play a vital role in 

delivering that innovation.

The report, which drew on an online 

survey of more than 4,400 ACCA 

members around the world, shows 

that the reality of innovation in the 

public sector is far removed from the 

perception. An overwhelming 91% 

of members working in the public 

sector said innovation (whether 

relating to people, data and 

technology, or processes) had taken 

place in their organisation during 

the past 12 months – little different 

from the 91% figure reported for 

members in the private sector. 

These results, though, require 

some analysis. The report points out 

that the high prevalence of perceived innovation across the 

public and private sectors can be explained by the dominance 

of incremental innovation, rather than radical or transformative 

innovation. Although when people talk of innovation, they 

generally have radical innovation in mind, it is the combination 

of comparatively minor changes that, in reality, accounts for 

the majority of innovation today.

Radical requirement
The survey’s respondents agreed that governments need to 

shift to more radical forms of innovation as the best response 

to the challenges facing the public sector. The finance 

function, argues the report, has a critical role to play in this 

transition for three reasons:

* It works across a range of organisational functions.

* It acts as the business case gatekeeper for innovation.

* It is responsible for reporting on the outcome of 

innovation in the organisation.

These conclusions are supported by the research. Nearly 90% 

of survey respondents said that their organisation’s finance 

function was involved in the innovations that had taken place 

in the past 12 months. This figure rose to 93% among those 

undertaking radical innovation in the public sector.

The report argues that the role of finance enables innovation 

in government in two distinct ways. The first is its support 

for the delivery of process improvements within the sector, 

Shifting from 
incremental to 

more radical 
innovation requires 

policymakers and 
public sector leaders 
to share a vision and 

strategic direction
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achieving more value with less. The second way is by helping 

to develop new ways of using public funding and investment 

to promote and encourage enterprise. The key to success in 

both routes, the report adds, is collaboration. The research 

found that 45% of public sector radical innovators cited 

collaborative teams and strong team working as essential in 

supporting innovation in the organisation.

Radical ideas often begin at the periphery, or through 

engaging a broader group of stakeholders involved in a 

programme or service; the power of connections can translate 

these ideas into concrete actions. The research showed 

that 55% of fi nance professionals worked jointly with other 

teams to achieve innovation in the public sector, with the 

fi gure rising to 62% when the sample was 

limited to radical innovators. 

Building on foundations
So how can innovation best be 

encouraged in the public sector? 

The report argues that shifting the 

balance towards a more radical approach 

to innovation requires organisations to build on 

the following three foundations: 

* the development of a culture that provides 

leadership in innovation and fosters radical change

* a supporting network of skills development 

to translate culture into results 

* the provision of tools for 

innovators to create a dynamic 

public sector. 

Policymakers and fi nance 

professionals themselves both have a key 

role to play in building these foundations, 

adds the report. If governments are 

to effect a shift from the current 

dominance of incremental innovation 

to more radical types of innovation, 

for example, then policymakers and 

public sector leaders need to share 

a vision and strategic direction so 

that staff have an understanding of 

how the organisation can proactively 

respond to complex challenges. 

And to build an effective collaborative 

effort, public fi nance professionals have 

to work with business partners to 

connect across the organisation 

and help to shape a culture 

of innovation.

The report includes a number of case studies from across 

the world that show the variety of approaches being taken by 

fi nance professionals to encourage innovation in the public 

sector. The examples include an experiment with universal 

basic income in Finland, and self-managing community care 

teams in the Netherlands. 

It is clear that there is already a great 

deal of work under way. This spirit 

of collaboration and connection 

must continue if the transformational 

change that is required to meet the 

challenges that are faced by the public 

sector is to be delivered. AB

Liz Fisher, journalist
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Global giants
Technology companies are increasingly 
represented among mainland China’s 
rising corporate stars – and many have 
international aspirations

Over 20 industries are represented in the 2018 edition 
of China’s next 100 global giants, with manufacturing 
remaining the dominant activity of participants. 

However, companies in the computer and internet-related 
sectors have become much more prominent, claiming 42 of 
the top 100 spots – an increase of 50% from the previous 
2016 ranking. Within this group, 24 are computer and 
telecoms businesses, 10 are software and IT companies, and 
eight are internet enterprises.

The researchers, from ACCA and the Shenzhen Finance 

Institute, believe that one or more companies on the latest 

ranking of rising stars could grow into a ‘BAT-sized company’ 

– where BAT represents the established giants of technology 

company Baidu, e-commerce major Alibaba and internet 

services business Tencent.

In fact, Yangtze Optical Fibre and Cable (YOFC), which tops 

the 100 global giant ranking for 2018, received a final score 

very close to that of Tencent. YOFC produces optical fibres 

and optical fibre preforms, claiming as much as 10% of the 

global market. 

Two furniture businesses take second and third place in the 

2018 ranking: Suofeiya Home Collection and Jason Furniture 

(Hangzhou), respectively. Apart from one pharmaceutical 

company, high-tech businesses dominate the rest of the 

top 10, including one laser technology firm, two computer 

companies, one internet enterprise, and two software and IT 

services companies. 

Selection process
The research team analysed nearly 3,000 private enterprises 

(ie not state-owned) listed in mainland China and elsewhere. 

ACCA has previously collaborated on two similar projects 

producing rankings for 2014 and 2016.

The current focus on private businesses recognises the 

strength of China’s private economy, which contributes to 

more than 60% of GDP and represents more than 90% of all 
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Distribution of future giants by sector

Computers, telecoms, electronic equipment  24
Software/IT services 10
Internet and relevant services 8
Electricity/heat supply,electrical equipment 6
Chemical materials and products 6
Car manufacturing 6
Pharmaceuticals 6
Specialised equipment 6
Furniture 4
Metal 4
Postal services 3
Textiles and apparel 2
Non-metallic mineral products 2
Airline services 2
General equipment 2
Rubber and plastic products 2
Education 2
Radio, television, film and video recording 1
Wood products 1
Transportation equipment 1
Health 1
Professional technical services 1

Source: ACCA and Shenzhen Finance Institute

enterprises in China. Only listed companies were considered, 

on the grounds that a stock exchange listing indicates that a 

company has prepared effective financing channels to support 

further growth. Listed companies also have a natural advantage 

in terms of data availability, credibility and comparability. 

Most of the companies among China’s next 100 global giants 

have chosen to list on either the Shenzhen Stock Exchange (51) 

or the Shanghai Stock Exchange (33). However, nine are listed 

in the US (three internet-related businesses on Nasdaq and 

six other businesses on the New York Stock Exchange). Seven 

companies have joined the Hong Kong Stock Exchange.

The researchers considered a range of 11 indicators to 

identify future corporate stars – five measuring companies’ 

historical performance and six predicting their potential future 

growth. The companies with better overall rankings typically 

had higher scores in relation to five of the indicators: their 

corporate scale (determined by sales revenue), growth rate, 

cashflow, overseas strategy and media opinion.

Having identified the top 130 companies – those with the 

highest average score across all 11 indicators – the largest 30 

enterprises were eliminated. Having already become industry 

leaders, the aim of the project was to identify the potential 

global giants of the future, resulting in the removal of famous 

names such as Alibaba and Tencent.

What makes a top 100 company?
Looking at the most important indicators, the top 100 

companies are large or above average-sized enterprises. In 

2018 they had average sales revenue of RMB6.6bn (US$1bn), 

substantially higher than the average of the companies 

identified in 2016. The average sales revenue growth of the 

companies in the latest list reached 34%, again higher than 

recorded in 2016 – and a notable achievement given the 

slowdown in China’s overall economic growth.

The average cash flow score was the highest among all 11 

indicators. As the report notes, a sustainable and stable cash 

flow is an important factor for companies to be able to compete 

globally, handle economic crises and achieve further growth.

Almost half (49) of the top 100 companies scored 90 or 

more for their overseas strategy. Most of the companies in the 

2018 ranking are already leaders in their domestic market and 

have begun expanding globally in recent years. For example, 

seventh-ranked Shenzhen Sunway Communication, a specialist 

in radio frequency technologies, has overseas branches in 

the US, Japan, Korea and Sweden in order to maintain close 

communication with its clients’ engineers and stay aware of 

latest designs. As the report highlights, China’s ‘go global’ 

strategy and Belt and Road initiative are encouraging Chinese 

enterprises to make global investments, accelerating the 

process of their internationalisation. In 2017, over 25,500 

Chinese enterprises participated in Chinese outward direct 

investments, which increased in value by 33% from 2016.

When assessing media opinion, the researchers considered 

both ‘news opinions’ (using machine learning and natural 

language processing to label sentences in news reports as 

positive, negative or neutral) and ‘media coverage’ (based on 

the number of news reports on the company during the past 

three years). The top 10 companies in the 2018 ranking had 

an average score of above 90 in the media opinion indicator, 

showing they generally receive favourable news reports. 

Where in China?
From a geographical perspective, companies in the top 100 

are unevenly distributed across mainland China, with their 

headquarters mainly being located in the first-tier cities 

and coastal provinces. The four regions with the biggest 

concentration are Guangdong (25), Zhejiang (25), Beijing (13) 

and Shanghai (seven). Companies also tend to be based in the 

major cities of their respective provinces, such as in Shenzhen, 

Hangzhou and Taizhou. Few come from the central and 

western regions, reflecting the underlying disparity of China’s 

economic development across different geographical areas. AB

Sarah Perrin, journalist
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The per capita GDP figure is not 
always aligned with metrics for 
happiness and inclusive wealth.

True wealth
Is GDP the best possible measure of economic health, wealth and value creation? 
There are other contenders out there, as Michael Taylor explains

As the standard measure 
of economic progress and 
wellbeing, gross domestic 

product (GDP) is the focus of 
much analysis by economists, fund 
managers and the media. 

GDP has been at the centre of 

macroeconomic analysis for at least 

the past 70 years. However, the 

metric has limitations. In particular, 

it is often quite heavily revised 

over time as more data becomes 

available, and even initial GDP 

estimates appear only quite some 

time after the period they refer to. 

But there are more fundamental criticisms of GDP based on 

what it does not measure. GDP is a measurement of the flow 

of the market value of goods and services produced over a 

period of time, and cannot incorporate any measure of wealth 

that is a stock variable (ie a measurement at a point in time of 

a quantity that may have accumulated over years). Accordingly, 

GDP may grow despite (and even because of) a reduction in 

wealth as well as capital – physical or natural. 

For example, more logging in the Amazon boosts measured 

GDP (through the sale and processing of more logs) but takes 

no account of the resulting destruction of rainforest – a decline 

in natural capital. Another area where GDP is found wanting 

is in measuring happiness – there is only a weak correlation 

between GDP per head and survey measures of happiness. 

Sustainability
So what are the alternatives to GDP that can deal with such 

limitations to traditional measures of economic progress? 

The inclusive wealth index (IWI) is an attempt by the United 

Nations to gauge progress toward sustainable development. It 

accounts for each country’s stock of assets – its manufactured, 

human and natural capital – and assesses the changing health 

of these assets over a 25-year period. 

The most recent IWI report covers the period 1990 to 2014 

and indicates that 44 of the 140 countries covered have 

experienced a decline in inclusive wealth per capita even 

though their GDP-per-capita figures increased. 

Surveys of 
happiness generally 

portray a more 
positive picture 

than suggested by 
GDP statistics
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Happiness league
The UN’s 2019 World Happiness Report ranks per capita happiness on the basis of people’s 

evaluations of the quality of their lives, averaged over the years 2016–18.

 Explained by: GDP per capita
 Explained by: social support
 Explained by: healthy life expectancy
 Explained by: freedom to make life choices

 Explained by: generosity
 Explained by: perceptions of corruption
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For example, in Peru GDP per head rose by 17% over the 

period, while its inclusive wealth per capita fell by almost 3%. 

In Tanzania a 10% rise in GDP per capita accompanied an 11% 

fall in inclusive wealth. Countries with declining inclusive wealth 

tend to have low to middle incomes and rely on exploiting 

natural resources (mining or forestry). These countries are 

depleting their stocks of natural, human and produced capital 

at rates that will leave future generations worse off. 

However, the inclusion of all three types of capital generates 

some surprising results. For example, China performs well on 

the IWI measure despite a marked depletion of natural capital 

in recent years, as the growth in its human and physical capital 

(eg infrastructure) has outweighed the loss of natural capital.

Interest in the area of human happiness has risen 

dramatically since the global financial crisis of 2007–09. Over 

this period, surveys of happiness generally portray a more 

positive picture than suggested by GDP statistics. Many 

studies find that once a certain income has been reached, 

non-pecuniary factors become more important in happiness. 

Six pillars of happiness
Since 2012, the UN has published the World Happiness 
Report, ranking countries in terms of measured happiness, 

based on the responses of people (see chart). Levels of GDP 

per capita, healthy life expectancy, generosity, social support, 

freedom to make life choices and lack of corruption feed into 

the overall score and ranking for each country. 

There are numerous examples where a country’s measured 

happiness ranking differs markedly from its GDP-per-capita 

figure. A prime example is Costa Rica, which ranks 12th in the 

UN happiness index but 55th 

for GDP per capita. Long 

life expectancy and a high 

freedom score boost the 

country’s happiness ranking 

above that of both the US 

and UK. By contrast, Japan 

ranks 24th for GDP per capita 

but 58th on the happiness 

ranking – limited freedom 

to make life decisions and 

lower levels of generosity 

(eg donating to charity) 

are the main drags on the 

country’s overall score. 

GDP is not a perfect 

measure of economic 

wellbeing, but it is the best 

guide we have to the value 

created in an economy over 

a period. Other measures 

can complement GDP but 

never replace it. The IWI is 

a useful attempt to capture 

long-term effects on the 

sustainability of economic 

growth. Happiness, though, 

remains a subjective measure 

driven by non-economic 

factors and with uncertain 

policy implications. AB

Michael Taylor is ACCA’s 

chief economist.
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The persuaders

Dr Rob Yeung talks about pitching 
ideas at bit.ly/ACCA-RobYeung.

Pitch perfect
The art of persuasion takes skill and attention to detail. Dr Rob Yeung looks at how 
entrepreneurs win over investors and asks what lessons we could learn

making statements about the size of 

the potential market. As an illustration, 

the CEO of a health business claimed 

that the healthcare market in Brazil was 

expected to reach US$350bn by a certain 

year. Most entrepreneurs made at least 

several claims about the size of their 

target markets – they also often referred 

to the fast growth of those markets in 

further attempts to appeal to investors.

In order to prove that they had 

made at least some progress, most 

entrepreneurs then presented 

quantitative data about actual 

customers or other interested 

stakeholders. For instance, one CEO 

mentioned having 3,000 potential 

customers on a waiting list. Providing 

numbers is intended to send a clear 

message – that the product is not 

merely an idea existing only in the mind 

of the entrepreneur but a genuinely 

viable proposition.

Most entrepreneurs also claimed 

that ‘our team is well equipped with 

skills and experience’. This often 

involved describing the team’s past 

proficiency with the problem or 

product being pitched. In essence, 

persuading someone to take a chance 

on you requires that you can prove that 

you genuinely have the insight and 

capabilities to deliver on your promises.

Finally, most of the entrepreneurs 

ended their presentations by asking 

their audiences for investment. For 

non-entrepreneurs, this stage would be 

about making very clear the immediate 

How would you persuade someone 
to support an untested idea? Perhaps 
you want to propose a project to your 
line manager that has never been done 
before; or maybe you want to convince 
customers or other stakeholders that a 
promising but unproven solution could 
reap benefits.

A recent investigation looking at 

business pitches by real entrepreneurs 

provides us with insight into how all of 

us might more effectively sell our ideas. 

Researchers led by Ruben van Werven 

at Cass Business School noticed that 

most of the entrepreneurs in their study 

began their pitches by arguing that ‘our 

target customers experience a problem 

and need a solution’. For example, 

the CEO of a food start-up noted that 

many hardworking professionals have 

unhealthy eating habits and that 60% of 

people living in urban areas reported 

lacking the time or energy to cook during 

the week. In other words, the CEO was 

claiming that these potential customers 

had a problem that needed solving.

Most entrepreneurs next explained 

how ‘our product provides benefits 

to our customers’. Typically, this step 

involved describing features of their 

product and how they would specifically 

tackle the identified problem. For 

instance, the chief executive of an 

e-learning business claimed that 

weekly digests and book summaries 

sent out by his company would boost 

customers’ learning and retention of 

new information.

A frequent third step involved 

claiming that ‘our venture operates 

in an environment that is conducive 

to success’. This frequently involved 

Making claims 
about the size and 
rate of growth of a 
target market may 

be more appropriate 
when pitching to 

investors than 
internal customers
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More information

Dr Rob tweets @robyeung.

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

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

in the start-up. The salary is considerably lower than 

I get at the moment. There are also risks but the 

potential payoff could be massive. How can I figure out 

what to do? 

A For a possibly life-changing decision such as this, I recommend 

imagining various scenarios that range from positive to negative 

and then working out the likely financial, social and emotional costs and benefits of 

each. Of course, there is a positive scenario in which the business is well-funded and 

your responsibilities and salary grow. However, now imagine a scenario in which the 

business fails within, say, the next two years. Do you have the savings to cover this 

possibility? How would this affect your physical and emotional health as well as those 

of your family?

Consider also some middling scenario. Suppose the business does moderately 

well for a few years but then struggles on for a few more before you decide that you 

need to quit. Again, how might this scenario affect your financial position and the 

lives of you and your family?

However, do ponder the benefits of taking the job. Even if the business does not 

succeed, what is the value of the skills and experience that you would gain? Consider 

also that most people in later life tend to regret things they did not do rather than 

things they did.

There is no simple answer for major career decisions. However, you can help 

yourself by doing some financial projections and discussing likely impacts with 

stakeholders, ie your family.

Tips for the top 
Studies show that being able to detach from work at the end of each working day 

reduces stress in the evenings. For example, merely spending a few minutes writing a 

list of uncompleted tasks before leaving the office has been found to be effective for 

reducing the extent to which work intrudes into people’s time at home.

A new investigation led by Sabine Sonnentag at the University of Mannheim 

suggests that deciding to reattach to work each morning may 

also be beneficial. This involves preparing mentally for the 

day – for example, by reflecting in the shower on your 

to-do list or mentally simulating a conversation you 

intend to have with colleagues or clients while on your 

commute. The data showed that employees who 

engaged in reattachment activities reported feeling 

more positive and in control while at work. That 

suggests that some degree of mental preparation or 

reflection before each workday may help most of us to 

be more focused and productive.

Dr Rob’s talent clinic 

Q An ex-colleague of mine is 

starting a business doing 

something that could be really 

exciting. He has offered me a job and 

I would be one of the first five people 

actions and next steps you expect from 

your audience in order to turn your idea 

or proposal into reality.

Still further techniques have been 

identified elsewhere. For instance, 

Annaleena Parhankangas of the 

University of Illinois at Chicago 

and Michael Ehrlich at the New 

Jersey Institute of Technology 

found that moderate amounts 

of ‘blasting’ – making audiences 

aware of the weaknesses of rivals – 

helped firms to raise more funding. For 

example, entrepreneurs might point to 

the inexperience or liquidity problems 

of competitors. The researchers found 

that a degree of blasting helped 

entrepreneurs to communicate their 

own distinctive merits and raise more 

investment; however, blasting beyond 

an optimum point actually made 

entrepreneurs less likeable and reduced 

their chances of securing funding.

These techniques were identified in 

entrepreneurial settings and not every 

one may apply in other situations. For 

example, making claims about the size 

and rate of growth of a target market 

may be more appropriate when pitching 

to investors than internal customers. 

There are also many other rhetorical 

devices and methods of persuasion. 

However, the wider point is that many of 

these methods should serve as prompts 

for issues that may need discussion when 

trying to win over audiences. AB

Dr Rob Yeung is an organisational 

psychologist at leadership consulting 

firm Talentspace: talentspace.co.uk.
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Sticking to the right path 
Even the most upright leaders can lose their bearing on their moral compass.  
Alison Young discusses the warning signs and some possible interventions

Does any leader start their career with 
the intention of being corrupt? 

We certainly don’t like to think so, and 

evidence suggests that the first step 

towards large-scale deception is not a 

big leap off the moral path, but more 

of a wobble and accidental slip: the 

slightly nuanced numbers, the ‘small’ 

favour for a client, the gaze turned 

away from inappropriate behaviour. 

It’s what happens next that determines 

the leader’s moral trajectory. How can 

leaders find their way back and then stay 

on track, resisting the psychological, 

practical and financial pulls towards 

different agendas?

In that first misstep lurks danger: 

human beings are wired to overcome 

dissonance between action and beliefs, 

and in order to explain any discomfort 

that the leader feels with that first small 

transgression, they justify it as necessary 

for the good of the team, to keep their 

job or some other higher purpose. As 

they continue to post-rationalise the 

wrong deed, fissures appear in their 

moral framework, clouding the way back 

onto the right path.

Leaders can 
help their 

approachability 
quotient by talking 
about malpractice 

and giving 
examples of when 

they spoke up

Like the rotten apple in the barrel, 

how can the leader’s misdemeanours 

go on to pollute their team? At first, 

team members may play along as 

they mull over their personal reactions 

to what’s going on and assess the 

psychological safety of speaking up. If 

no one does, the team may begin to 

become numb to what they are seeing, 

and then begin not to notice at all. The 

rot has truly set in.

So what can stop any 

deviation from the 

moral path, both 

at the first wobble and as the pace of 

the journey quickens? What kind of 

systems, processes or behaviours stop 

or discourage the leader from being 

pulled in the wrong direction?

Counterintuitively, one solution is to 

increase the number of ‘pulls’ on the 

individual leader by introducing a wider 

range of views and voices from within 

and outside the organisation. Having 

more rather than fewer points of view 

gives the leader greater perspective 

on their challenges and minimises the 

risk of starting or explaining away any 

tempting misdemeanours.

Multiple perspectives
Like a set of Russian dolls, each 

contained within the next, the leader 

and their team sit within the wider 

organisation, which in turn sits within 

the broader governance structure, 

and within that, wider 
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but the inclusive nature of the team or 

organisational culture, and the quality 

of dialogue and decision-making. Truly 

debating and considering a rich source 

of different viewpoints leads to more 

robust decisions.

Forums for diverse thinking can be 

created right across the organisation of 

course, including cross-functional teams 

that break down silos and challenge 

any creeping group-think that might 

be a threat to ethical behaviour. Any 

system that has broad membership 

– including the organisation 

itself – is essentially self-

balancing. Through this 

society. The more perspectives leaders 

can bring in from those different layers 

of their world, the more they build the 

collective agenda, and not just their 

personal version of it. 

Points of attention
A useful rule of thumb is to have a 

minimum of three points of attention – 

one from each layer – at any one time; 

and there are a variety of ways to build 

that into day-to-day business.

Bringing these stakeholder voices 

into meetings and decisions through 

reports, customer surveys and site visits 

is useful. But nothing beats having 

those voices physically present in the 

room. Employee representation on 

prevailing narrative, but instead speak 

up, challenge and be truly heard?

Unsurprisingly, being approachable 

as a leader is more likely to encourage 

others to challenge, but the rub is that 

almost no senior executive believes 

they are scary to talk to – which is often 

at odds with what others think. Leaders 

can help their approachability quotient 

by talking openly about malpractice 

and by giving their own 

examples of when they 

spoke up.

Superiority illusion
More often than not, leaders 

suffer from ‘superiority illusion’: 

the more senior the leader, the 

higher their opinion of their listening 

skills and the easier they think it is for 

everyone else to speak up. Challenging 

people who appear to benefit from 

the status quo (who are often blind to 

their advantage) is not easy to do. So 

informal channels of communication 

outside formal meetings are particularly 

helpful for individuals from minority 

groups, who are more likely to fear the 

negative consequences of speaking out.  

A leader’s moral compass therefore 

needs to have many points on the dial, 

so that a variety of views can inform 

quality decision-making. But at the 

end of the day, the most powerful 

force to keep the leader on their moral 

path is right under their nose: the 

relationship they have with their boss is 

fundamental in shaping the rules of the 

game, including the ability to speak up 

and indeed ‘listen up’ to others more 

widely in the organisation. AB

Alison Young is a director of  

Leaders in Change.

boards may be the gold standard for 

channelling the employee voice, a 

practice most enshrined in Europe 

and, in particular, in Germany. But the 

jury is still out on whether employee 

representation per se puts any brake 

on malpractice. As with most issues 

of diversity, it is not the numbers 

themselves that make the difference, 

process of course-correction, leaders and 

their teams are able to stay true to their 

individual and organisational values.

How do cross-functional teams or 

diverse boards and management teams 

create the dialogue to make use of 

multiple views? What needs to happen 

so that individual team members don’t 

get tempted to play along with the 
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Happy ever after
The US standard-setter is considering changes to segment reporting that may be 
reproduced in international standards to maintain convergence. Adam Deller explains

The combined segments are then 

reportable if they meet any of the size 

tests. They are reportable if they make 

up more than 10% of the entity’s total 

revenue, profit or loss, or assets; in 

addition, smaller segments may need to 

be reported so that at least 75% of total 

corporate revenue is reported.

One alternative being considered by 

the FASB is to switch the requirements 

and move the size tests to earlier in the 

process so that any individual segment 

exceeding the 10% limit is reportable 

and cannot be aggregated with others, 

regardless of whether they meet the 

criteria or not.

The aim of this change would be to 

ensure that a public entity discloses 

its largest operating segments as 

management views them, with 

aggregation permitted only for the 

smaller segments.

A second alternative is also being 

considered: removing the aggregation 

criteria altogether. Under this method, 

an entity would report all its operating 

IFRS Standards and US GAAP still 
have plenty of differences, but the 
International Accounting Standards 
Board (IASB) and the US Financial 
Accounting Standards Board (FASB) 
continue to work towards greater 
convergence of accounting principles 
and treatments. This is of particular 
relevance to this author, who has just 
married an American, although there 
was (slightly) less talk of accounting 
standards during the ceremony.

One of the current major topics for 

discussion between the boards relates 

to how a company reports on its 

operating segments. IFRS 8, Operating 
Segments, and Topic 280, Segment 
Reporting, are currently substantially 

converged. The FASB is considering 

some changes to the standard in the US, 

which could mean changes to IFRS 8.

The main principles of segment 

reporting are that particular entities 

(mainly large, listed entities) are 

required to disclose information about 

their operating segments, products and 

services, their geographical areas of 

operation and their major customers. 

This information is regarded as highly 

useful and relevant to users, providing 

them with key data for decision-making 

purposes. The other side of the coin is 

that entities have to disclose details on 

information they may not want others, 

such as competitors, to see. It is this 

balance that really holds the tension 

within segment reporting.

Over the years, the FASB has received 

feedback that investors are unhappy 

with the level of segment detail 

provided by public companies and 

believe that generally there should be 

more segments and more disclosures 

about those segments. 

The problems have largely arisen 

in three main areas of the standard: 

segment identification, aggregation 

of operating segments into reportable 

segments, and segment disclosure 

requirements. Of these three, the 

FASB decided not to address segment 

identification because doing so would 

involve a fundamental change to the 

accounting standard. The current focus 

is therefore to look at the other two 

elements and examine what proposed 

changes could be made.

Segment aggregation
Segments may be combined if they 

meet all the aggregation criteria. This 

means they must have similar economic 

characteristics and be similar in terms of:

* the nature of the products/services

* the nature of production processes

* the type or class of customer

* the methods used to distribute the 

products/services.

US investors are 
unhappy with the 

level of segment 
detail provided by 
public companies 
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into the ‘all other’ category. Users, 

though, do not quite see things the 

same way, and would prefer further 

disaggregation of items currently in the 

‘all other’ category.

The area of competitive harm is also 

under discussion. Many preparers are 

concerned that further disaggregation 

could result in competitive harm to an 

entity, although they acknowledge that 

competitors would be similarly affected. 

Again there is a split between users and 

preparers, with most users believing 

that competitive harm is overstated 

by entities as a reason not to improve 

segmental disclosures.

A lot of the user feedback on the 

second alternative was very similar to 

segments unless they exceed the 

practical limit (around 10 segments).

Under the first alternative, preparer 

feedback is that while the number of 

reportable segments would increase, it 

wouldn’t necessarily improve the quality 

of segment information. Preparers think 

it might impair the natural groupings of 

certain items and result in an ‘all other’ 

category that would be difficult for users 

to understand. 

For example, a consumer goods 

company that currently aggregates 

haircare, skincare and personal care 

businesses into a reportable segment of 

‘beauty’ could be forced to separately 

disclose haircare as a reportable 

segment while moving the other two 

that received for the first alternative. 

The main concerns are that the 75% 

test would be removed, meaning that 

entities may report less than 75% of 

their external revenue. Another concern 

about completely removing the size and 

aggregation limits is that it could result 

in extremely small segments being 

reported, resulting in the reporting of 

immaterial information.

Disclosure
Currently, a large number of items have 

to be disclosed by reportable segment, 

looking at income and expense items, 

in addition to information on segment 

assets. In its proposals, the FASB refers 

to this as ‘the List’. 
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as depreciation. The proposal is 

that an entity could be required 

to describe both the amount and 

the lines on the income statement, 

showing the total depreciation 

and what line it is included on the 

financial statements.

* Explore the composition of 
reportable segments. This would 

provide clearer information as 

to what elements have been 

aggregated into reportable 

segments. Separate information 

would not be required for each, 

but this would provide users with 

the information as to what each 

reportable segment consists of.

* Disclose management judgments in 
applying the aggregation criteria. 
The IASB issued this in 2013, and 

it is a current area of difference 

between IFRS Standards and US 

GAAP. The FASB is examining 

whether a similar disclosure should 

be included in US GAAP to further 

converge the standards.

Segment reporting may not change 

any of the numbers that are produced 

within a set of financial statements, but 

the proposals on the table could have 

a significant impact on the amount of 

information disclosed. It is likely that 

the IASB will examine the FASB’s work 

with a keen eye, as it is in the interest of 

all parties for the standards to remain 

as converged as possible. Ultimately, 

a long and happy marriage is likely 

to exist within segmental reporting, 

especially with the IASB’s current 

focus on better communication within 

financial reporting. AB

Adam Deller is a financial reporting 

specialist and lecturer.

The FASB is looking at a number of 

proposals in relation to the disclosures 

required, as follows:

* Develop a disclose-or-explain 
list. Currently, items in the List 

are disclosed only if the item is 

allocated segmentally and the 

chief operating decision-maker 

(CODM) is regularly provided 

with these items. But users feel 

the CODM must be looking at 

detailed segment information that 

is not being reported. One of the 

proposed changes to the standard 

is to develop a disclose-or-explain 

requirement. This would not add 

new items to the List but would 

provide an explanation for why an 

item on the List is not disclosed.

* Add pieces of information. Analysts 

say that while items on the List are 

helpful currently, there are other 

items that would be useful too. The 

FASB will conduct research on the 

potential benefits of adding cost of 

revenue, research and development 

expense, cashflow information and 

information relating to inventory to 

the disclosure list. 

* Develop principles-based 
disclosures. The List is arguably less 

flexible in capturing the specific, 

meaningful segment information 

for an entity. Applying a principles-

based approach may be a purer 

form of the management approach. 

The items being looked at are 

whether to disclose significant 

segment expense categories, 

significant segment asset 

categories and significant segment 

liability categories.

* Clarify the meaning of regularly 
provided segment information. 
Some preparers of reports are 

uncertain what the IFRS 8 standard 

means when it refers to information 

being regularly provided to the 

CODM. This could be in the form of 

monthly or quarterly meetings, but 

there may be other information that 

the CODM accesses or is able to 

access. The FASB will seek to clarify 

this term.

* Separate corporate amounts from 
unallocated amounts. The FASB 

is considering whether it would 

be helpful to clarify corporate 

amounts and unallocated amounts. 

Corporate amounts could be shared 

entity assets such as corporate 

headquarters or shared service 

items, whereas unallocated amounts 

could be costs that are not specific 

to a segment but not related to the 

corporate headquarters either.

* Explain how consolidated amounts 
relate to financial statement lines. 
Currently consolidated amounts 

may be disclosed in the statements 

but not shown as a line item, such 

The proposals 
on the segment 
reporting table 

could significantly 
affect the amount 

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

Business support
The government has issued new tax 

policies supporting businesses in poor 

and rural regions, effective immediately. 

Tax breaks will be offered to sectors 

including infrastructure, construction 

and agribusiness. 

Singapore

Cybersecurity tightened
The Monetary Authority of Singapore 

(MAS) has issued requirements to 

strengthen cybersecurity. By 6 August 

2020, financial institutions must 

demonstrate that they have established 

robust security for IT systems; updates 

that address security flaws; security 

devices restricting unauthorised network 

traffic; mitigated the risk of malware 

infection; secured systems against 

unauthorised access; and strengthened 

user authentication for critical systems. 

Income tax amendment
The government has changed a draft 

Income Tax (Amendment) Bill 2019 

following detailed public consultation. 

It has, for instance, allowed applicants 

more time to appeal against a refusal to 

give them a tax exemption than the 30 

days written into the draft law.  

Software simplification
The Accounting and Corporate 

Regulatory Authority (ACRA) has 

promised to ensure that from 2020 

taxpayers will no longer need to log 

on to ACRA’s BizFile+ or the Inland 

Revenue Authority of Singapore’s 

(IRAS) tax portal to file returns. Instead, 

application programming interfaces 

Hong Kong SAR

Tax boost
The government has released tax 

measures to support the economy. 

Financial secretary Paul Chan announced 

that 27 groups of government fees 

and charges would be waived for 12 

months to benefit sectors including 

maritime, logistics, retail, catering, 

tourism, construction, agriculture and 

fisheries. A 75% reduction of salaries 

tax for the 2018/19 assessment year will 

be increased to 100% while retaining 

a ceiling of HK$20,000 (US$2,540). In 

addition, rents for short-term tenancies 

of government land would be cut. 

HKEx consults
The Hong Kong Stock Exchange 

has published a consultation paper 

proposing improvements to its pre-

opening session such as adjusting 

securities coverage to include all 

equities and funds; and introducing 

randomised auction matching. The 

exchange has also suggested changes 

to its volatility control mechanism for 

the securities market, expanding the 

system to constituent stocks of Hang 

Seng Composite LargeCap, MidCap 

and SmallCap indexes. 

Back door closes
The Securities and Futures Commission 

(SFC) has released guidance on the 

circumstances under which it may de-list 

companies deemed to be backdoor 

listings or shell operations. This could 

include piecemeal acquisition of a new 

company and minority control by a 

concealed beneficial owner, and more. 

Fighting crime together
The SFC and Hong Kong’s Independent 

Commission Against Corruption 

have signed a memorandum of 

understanding to strengthen 

cooperation in combating financial 

crime. The agreement covers the 

referral of cases, joint investigations, 

exchange and use of information, 

mutual provision of investigative 

assistance, and capacity building. 

Transfer pricing support
Documents enabling Hong Kong 

companies to comply with transfer 

pricing regulations have been released 

by the government. These include 

templates for a master file, local files 

and country-by-country reporting.  

DTA targets education
The Hong Kong government has 

signed a new avoidance of double 

taxation agreement with mainland 

China, ensuring that Hong Kong 

and mainland China teachers and 

researchers working in each other’s 

jurisdictions will be exempt from local 

taxation for three years. 

Mainland China

Tariffs stepped up
Mainland China has broadened tariffs 

on US imports, whose annual value is 

about US$75bn. Many products were 

already subject to tariffs imposed in May 

2019 and September 2018, following the 

US’s imposition of duties on products 

from mainland China. In the latest 

round, 5,078 US goods will be affected, 

according to China’s state council. 
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Global ethics board proposes changes
The International Ethics Standards Board for Accountants (IESBA) has proposed 

changes to the International Code of Ethics for Professional Accountants (including 

International Independence Standards). The exposure draft, Proposed Revisions to 
Promote the Role and Mindset Expected of Professional Accountants, responds to calls 

for the IESBA to explore whether and how the code could contribute to strengthening 

the application of concepts underlying professional scepticism. Proposals include:

* highlighting professional accountants’ wide-ranging role in society and the 

relationship between compliance and responsibility to act in the public interest

* including enhancements to the robustness of the fundamental principles of 

integrity, objectivity and professional behaviour

* strengthening the code through requiring professional accountants to have an 

inquiring mind when applying the conceptual framework

* highlighting the importance of awareness bias and having the right 

organisational culture.

The proposals were developed with the International Auditing and Assurance 

Standards Board and the International Accounting Education Standards Board. 

licensed money changers implementing 

electronic know your customer processes 

when onboarding customers using 

online or mobile transaction channels. 

Rulebook revision
Bursa Malaysia is revising its rulebook 

to reduce transaction costs and 

boost investor protection. Reforms 

include liberalising client onboarding 

requirements by introducing various non-

will enable direct filing from SMECEN 

software or four other applications. 

DTA update
Singapore has signed an avoidance 

of double taxation agreement (DTA) 

with Turkmenistan, covering personal 

and business taxes, dividends, interest, 

royalties, capital gains, personal services 

and more. The city-state has also 

updated its DTA with Ukraine so that 

it complies with internationally agreed 

standards on the exchange of tax 

information on request. 

Gold standard
The IRAS has issued an e-tax guide 

advising on goods and services tax 

(GST) exemptions when trading 

investment gold, silver and platinum. 

Malaysia

Getting tough on graft
The Securities Commission Malaysia 

(SC) is implementing an anti-graft action 

plan requiring listed companies to put 

in place anti-corruption measures. The 

SC will also be developing guidance 

promoting the effective discharge of 

directors’ responsibilities to boost 

honest trading. The moves have 

been backed by the Cabinet Special 

Committee on Anti-Corruption. 

Draft CG standards
Bank Negara Malaysia (BNM) has 

released draft corporate governance 

standards for development financial 

institutions, to ensure they effectively 

develop priority sectors and manage 

public funds. The bank has also released 

revised requirements for licensed banks 

and investment banks entering into 

repurchase transactions intending to 

repurchase or resell those securities 

in future. In addition, it has released 

guidelines on proposed minimum 

requirements and standards for 

face-to-face methods to verify clients’ 

identity; and removing a requirement 

for traders to maintain a voice logger 

for client orders. The exchange is also 

introducing new requirements on 

risk management and internal audits, 

including insisting that dedicated 

committees oversee this work. AB

Keith Nuthall and Wang Fangqing, 

journalists 
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Example impacts on non-FTSE companies

Company (location of listing) Impact on liabilities (approx) 

LVMH (France) €12bn (US$13bn)

Airbus (France) €2bn (US$2.2bn)

Jardine Matheson (Singapore) US$5bn 

Tencent (Hong Kong) RMB10bn (US$1.4bn)

Alibaba (China) RMB19bn under US GAAP (US$2.6bn)

Commonwealth Bank of Australia A$3bn under AAS (US$2bn)

Tata Consultancy Services (India) INR6,555 crore under Ind AS (US$910m) 

Emirates Airline (UAE) AED58bn–62bn (US$15.8bn–16.9bn)

Amazon (US) US$21bn

Walmart (US) US$18bn

Feel the burn
The potential impact of the new leasing standard has long been a concern, and the 
numbers now emerging reveal the extent of the damage, says Stephen Bowen FCCA

lease (taking into account likelihood of 

extensions), and the implicit interest rate 

in the lease in the fi rst instance, if readily 

available (otherwise the incremental 

borrowing rate). As well as providing 

the necessary calculations, this data will 

inform the choice of transition method. 

Initial measurement 
IFRS 16 permits a choice (with certain 

conditions) on how to transition: fully 

retrospectively or in a modifi ed form 

(the ‘cumulative catch-up method’).

Under a fully retrospective transition, 

the preparer implements IFRS 16 as 

if it has always been in place for the 

organisation’s leases. So for each lease 

not already capitalised, the entity has 

to return to the point it entered into 

the lease and gather all the necessary 

information to apply IFRS 16 to generate 

a right-of-use asset and a lease. It also 

has to run two sets of accounts for the 

fi nal year under IAS 17 to be able to 

For those who may have missed the 
event of the year, it has now been 
10 months since IFRS 16, Leases, 
came into effect. IFRS 16 represents 
a fundamental change in the look of 
companies’ lease-related accounts 
(especially on the statement of 
fi nancial position).

A recent study of FTSE 100 companies 

found that 97 will have to adopt IFRS 16 

as lessees (the standard has minimal 

impact on the three that are lessors 

only). Of these, 84 have either already 

adopted IFRS 16 or have indicated the 

likely impact in their accounts.

As a quick recap, IFRS 16 represents 

a seismic change in the way IFRS 

reporting companies account for 

leases. Unless there are specifi c 

exceptional circumstances, virtually all 

leases will have to be capitalised with 

the creation of an asset, albeit one 

that cannot be sold, and a consequent 

increase in an organisation’s liability 

(with consequent depreciation and 

interest charges).

Exceptional circumstances include:

* where an asset is of low value 

(typically office furniture and IT 

equipment, but not vehicles)

* where the contract length is 12 

months or less

* the lessor has the substantive right 

of substitution of an asset (in which 

case a lease may not exist at all).

What does remain, however, are the 

notions of right of control and risks and 

rewards of ownership. For companies 

not used to recording most leases in the 

statement of fi nancial position, this has 

been a Herculean challenge.

The amount of data required for 

compliance is overwhelming and is one 

of the major implementation challenges. 

For example, for each lease (or 

classifi cation of leases), an organisation 

has to obtain the fair value of the right-

of-use asset, the contractual term of the 

The increase 
in liabilities for 

the 84 FTSE 
100 companies 

publishing figures 
is £109bn, against 

assets of £86bn
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Example impacts on FTSE 100 companies 

Sector
Sector increases in 
lease liabilities/right-
of-use assets (L and A)

Example company/
financial year

Company increases in 
lease liabilities/right-of-
use assets (L and A)

Implementation method

Retail £24bn/£18bn Tesco (2019) £10.5bn/£7.7bn Fully retrospective

Oil and gas £20bn/£19bn Royal Dutch Shell (2018) US$16bn/US$15.6bn Modified retrospective

Telecoms L and A: £16bn Vodafone (2019) L and A: €9.5bn–10.5bn Modified retrospective

Banking L and A: £11bn HSBC (2018) L and A: US$5bn Modified retrospective

Travel and leisure £6bn/£5bn IAG (2018) €5.2bn/€4.5bn Modified retrospective

grandfathering option not to have to re-

assess contracts already deemed not to 

be leases according to the requirements 

of IFRIC 4, Determining Whether an 
Arrangement Contains a Lease.

Of the 97 FTSE 100 companies that 

are lessees, only 14 applied the fully 

retrospective method; 75 applied the 

modified method (with 17 choosing the 

hybrid version). The 75 cover industries 

such as banking, mining and support 

services. Among the 14 that applied 

fully retrospectively, six are in the retail 

sector – only one general retailer 

adopted the modified method. 

Materiality and position
While the vast majority of the FTSE 

organisations stated there would be 

little initial material impact on the 

statement of comprehensive income or 

on net assets, just over 60% stated there 

would be a material impact on the value 

of assets and liabilities.

Of the 97 FTSE 100 companies that 

IFRS 16 applies to, 84 announced 

numbers: 34 gave actual numbers (six of 

them were early adopters), five provided 

precise estimated numbers, and 45 

published estimates of likely outcomes 

(eight of them offering an expected 

range of assets and liabilities).

For those that have published 

information on IFRS 16, the disclosure 

notes are very comprehensive and give 

supply the comparative year for the first 

year of transition. This last point is the 

main advantage of this approach – the 

transparency of the accounts

Under the modified adoption 

method, an entity applies IFRS 16 only 

to the opening statement of financial 

position for the transition year. There 

is no requirement to revert to the start 

of each lease. Instead, a retrospective 

approach is applied to the opening 

positions, with any difference between 

the right-of-use assets and lease liability 

being applied to the opening balance 

of retained earnings. No comparative 

information has to be restated, although 

the use of the incremental borrowing 

rate is required.

With the modified approach, the 

liability is measured at the present 

value of remaining lease payments 

(discounted using the lessee’s 

incremental borrowing rate at the 

date of initial application), whereas the 

right-of-use asset can be measured on a 

lease-by-lease basis:

* at an amount as if the standard had 

been applied fully retrospectively 

(but using the incremental 

borrowing rate) – effectively a hybrid 

version of each transition method

* at an amount equal to the lease 

liability adjusted for any applicable 

accruals or prepayments.

Whatever the choice, there is a 

a detailed account of IFRS 16’s effects.

The total increase to the liabilities for 

those 84 companies has been calculated 

at around £109bn (a 72% conversion 

rate from the last reported operating 

lease positions), with corresponding 

assets amounting to around £86bn.

Particularly affected are industries 

that were widely expected to be at the 

sharp end – see the table above for the 

impact on the companies’ assets and 

liabilities. See the panel opposite for 

the effects on some example companies 

that are listed outside the UK.

The effects of IFRS 16 and its local 

equivalents are likely to cause quite 

an impact on the financial statements 

of relevant reporting organisations. 

Interim accounts have already begun 

to update investors in earnest. The 

effects will ripple far and wide across the 

world at a time of increased economic 

uncertainty and where financial markets 

are undecided where they head next.

All UK government departments with 

relevant leases will be implementing 

the changes next year. For UK SMEs, 

changes to FRS 102 are widely expected 

to be included in the next triennial 

review (due 2022), so they might find 

the outcomes of the 2019 experiences a 

useful guide in due course. AB

Stephen Bowen is a financial 

professional specialising in IFRS 16.
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The right direction
In order to instil a strong moral compass in finance professionals, organisations in 
Asia must develop and adhere to ethical practices that reflect global standards

investigate further before deciding on 

the next step.’

A question of culture
That next step, Sim says, depends on 

the culture – not just of the workplace 

but also of the department and one’s 

immediate superior. ‘The person 

reporting will have to feel safe and 

assured that nothing is going to 

happen to them, and that the matter 

will be taken care of appropriately. 

Conclusions on past incidents may help 

the individual determine if it is worth 

speaking up,’ she says, adding that 

sometimes the outcome may not be a 

direct hit at the wrongdoer but a subtle 

twist or change to the system to prevent 

future incidents.

Devanesan Evanson FCCA, CEO of 

the Minority Shareholders Watch Group, 

agrees that, while the importance of 

Never before have companies – both 
public and private – been under such 
intense scrutiny. Stakeholders are 
becoming increasingly attuned to the 
conduct of businesses they invest in 
or even associate with, and nowadays 
there is no place to hide. 

As pointed out by Mohd Salihin Bin 

Othman FCCA, financial controller 

at Perbadanan Insurans Deposit 

Malaysia, a corporate vision or set of 

values posted on an organisation’s 

website has no relevance to the digital 

generation who are influenced by news 

on their social media feeds ‘which can 

go viral in a split second’. ‘This will be 

a reminder to any person that their 

behaviour cannot be just superficial, 

or only surface during formal events or 

official statements; it has to be a genuine 

act that can be observed all the time,’ 

he says.

ACCA members like Salihin 

agree that setting one’s moral and 

ethical compass true north is an 

imperative today for professional 

accountants, the finance gatekeepers 

of the business world. Cherie Sim 

‘Bad things happen 
not only because 

bad people do 
bad things but 

also because good 
people stand by 

doing nothing’

ACCA, group financial controller at 

Owndays Singapore, underscores the 

importance of their role, pointing out 

that the focus of most departments 

is on bringing assets and liabilities to 

the company. 

‘While the accounts department 

may not bring in traditional assets, 

our position is to safeguard those 

assets and also to disburse funds,’ 

she says. ‘Accountants are usually the 

ones who collate information from 

different departments and present it 

to the stakeholders, so we may be well 

positioned to see the full picture of a 

company and to spot anything that does 

not seem right.’

So, what if something suspicious 

is observed? Sim’s first step would 

be to mull it over and consider other 

viewpoints. ‘There might be a few 

sides to the story,’ she says. ‘I would 
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How to build an ethical organisation
Research has demonstrated that an ethics and compliance programme is a powerful 

tool for reducing pressure to compromise standards and observations of misconduct; 

increasing employee reporting of observations that occur; and decreasing retaliation 

against whistleblowers. According to the Ethics & Compliance Initiative (ECI), the 

hallmarks of an effective programme are:

* freedom to question management without fear

* rewards for following ethics standards

* not rewarding questionable practices – even if they produce good results

* positive feedback for ethical conduct

* employee preparedness to address misconduct 

* employees’ willingness to seek ethics advice.

A free online toolkit to help businesses to tailor an ethics and compliance 

programme to their needs is available on the ECI’s website at ethics.org.

and unethical practices. ‘Finance 

professionals must always remember 

that bad things happen not only 

because bad people do bad things but 

also because good people stand by 

doing nothing,’ he says.

Overall, Devanesan believes the Asian 

business mindset must move away from 

the ‘king can do no wrong’ mentality 

‘and adopt some liberal practices and 

culture from our Western counterparts, 

like speaking up and being assertive’. 

Ethical beacons
In Hong Kong, Kelly Chan FCCA, 

managing director at Peony 

Consulting Services, finds that, 

generally speaking, senior management 

teams adhere to a high standard of 

ethical practice. She believes that 

qualified accountants who have 

relevant experience can be beacons 

of moral and ethical behaviour. They 

are also well-placed to mentor junior 

accountants to ensure that ethical 

standards are maintained.

‘To a great extent, ethical practices 

rely very much on the corporate culture 

as a whole and top-down influences 

from senior management are essential 

to ensure sustainability of such 

practices,’ Chan says.

acting ethically ‘is a given’, there can be 

challenges at the coalface – especially 

in Asia.

‘The Asian and particularly Malaysian 

culture has not shed its feudalistic 

mentality as much as our Western 

counterparts,’ he says. ‘We still tend 

to revere our CEOs and immediate 

superiors and the board members.’

‘Speaking up’ presents its own 

challenges – for example, if an 

individual’s values are challenged by a 

superior. ‘The finance professional may 

face a “favour” inducement – “do this 

and you will be enriched financially or 

through position”,’ Devanesan says. 

Even worse is the ‘fear factor’, where 

the person being coerced is made to 

feel that their job and livelihood may 

be at risk. ‘This is where the tone at 

the top becomes so very important in 

driving ethical and moral behaviour,’ 

he says. ‘Where the top is corrupt, the 

direct reports tend to be corrupt and 

then their direct reports and so on, and 

soon the whole fabric of a company – or 

even a country – becomes corrupt, at an 

accelerating pace.’

Devanesan is, however, encouraged 

that more companies are putting 

policies in place that protect anonymous 

whistle-blowers who call out corrupt 

Companies can be proactive, she 

continues. ‘For example, before the 

Competition Law came into full effect, 

the organisation I worked for had 

already put together relevant training 

materials and guidelines, which was 

enforced by senior management in the 

finance and legal teams.’  

The future, says Salihin, also 

depends on the profession’s leaders. 

‘It requires them to lead current and 

future accountants to be respectful, 

highlighting the importance of ethical 

values and the necessity of individual 

integrity,’ he says, adding that despite 

‘serious efforts’ to create a nation free of 

corruption (the latest being the National 

Anti-Corruption Plan, implemented in 

January 2019), ethical deficiency issues 

‘still persist to this day’. 

To rebuild investor trust after 

any corruption scandal requires 

a thorough review, Salihin says. 

He believes this is incumbent on 

governments across the world.  

He sums up why this matters: 

‘Ethical misconduct in any organisation 

can have very serious consequences, 

costing time, money, business 

reputation and even imprisonment 

for the perpetrators. Organisations 

must seriously consider the 

plus points of staying on top of 

any unethical practices within the 

corporate environment.’

These benefits include 

increased productivity (that can be 

translated into profits and wealth 

creation), as well as avoidance of 

potential legal issues.

More than that, organisations that 

act with the utmost integrity and 

transparency, as reflected in their daily 

operations, will earn the respect of 

society and investors. And that’s the 

greatest benefit to which any company 

could aspire. AB

Peta Tomlinson, journalist
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Creating value
In the concluding article on how to use data analytics for corporate decision-making, 
Jamie Renehan FCCA looks at how to ensure analytics delivers business value

As organisations strive to improve data 
literacy and build a strong foundation 
for self-service analytics, the demand 
for resources to solve business 
problems using statistical modelling 
and machine learning will increase. 
Managing this demand through a 
fair and transparent, value-based 
prioritisation process will help direct 
analytics talent towards identifying 
opportunities and solving problems 
that drive commercial outcomes.

C
PD

Few organisations have been able 

so far to capture the business value 

they expected from their analytics 

investments. Too often companies get 

sidetracked by low-value, non-strategic 

projects – analytics activities launched 

without a clear view of what exactly the 

business wants to accomplish, resulting 

in analytics solutions that are not tied to 

business problems. 

To realise measurable business 

value from investments in analytics 

infrastructure and data assets, there 

needs to be a clear understanding of 

the value and priority of activities. The 

assessment and measurement of value 

requires analytics leaders, translators 

and business partners to work together 

with business teams to determine the 

quantitative and qualitative benefits of 

proposed analytics initiatives. 

The value assessment process 

requires a clear definition of the 

business problem or opportunity, and 

the associated metrics and strategic 

objectives, in addition to a logical 

connection to desired business 

outcomes that must be measurable. By 

identifying, prioritising and allocating 

resources to their highest-value projects, 

organisations ensure analytics activities 

are concentrated on areas that deliver 

the most value to the business.

Analytics in action
As organisations look to democratise 

data and embed analytics into business 

units, a new role is emerging to help 

leaders identify high-impact use 

cases for analytics and translate the 

business problems and opportunities 

for the technical teams who build 

their analytics solutions. American 

academic Thomas Davenport famously 

proclaimed back in 2012 that ‘data 

scientist’ is the 21st century’s sexiest job, 

but it seems that ‘analytics translator’ 

is now set to become the key role to 

help organisations drive adoption of 

analytics by ensuring business units act 

on the insights generated from analytics 

solutions, capturing the value.

Analytics translators require deep 

domain knowledge of the business 
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data generated continues to grow at an 

explosive rate, large organisations may 

need to expand their data management 

infrastructures by adding data lakes to 

realise the benefits of more advanced 

techniques such as artificial intelligence 

and machine learning. 

A data lake is a scalable data store 

used for storing and processing 

vast amounts of data from disparate 

sources in real time. It is optimised 

for analytics workloads and typically 

used in conjunction with traditional 

enterprise data warehouses to support 

analytics projects. 

It is important that an organisation’s 

infrastructure investment is 

accompanied by viable analytics 

initiatives that are likely to generate a 

return on the investment in data assets.

Agile and adaptable
Many organisations are undergoing 

large-scale agile transformations by 

forming cross-functional, collaborative 

teams. These self-organising teams are 

capable of responding swiftly to rapidly 

changing opportunities and customer 

demands over a series of short, time-

boxed periods called sprints. 

Agile analytics is a development style 

that relies on frequent feedback from 

business stakeholders who provide 

direction and prioritisation based on 

tasks that deliver the most value to the 

to help them identify opportunities 

and solve problems. To drive analytics 

adoption, they need to be strong 

communicators and influencers capable 

of generating enthusiasm among 

business stakeholders for analytics use 

cases that can drive positive outcomes 

and deliver value. 

They also need to be proficient in 

advanced analytics techniques, with 

the necessary technical knowledge to 

work with data scientists, data engineers 

and data analysts in designing and 

developing solutions aligned to the 

business need. The role requires a 

unique combination of skills, and 

suitable candidates are in short supply. 

The current shortage of analytics 

talent is a major concern for 

organisations looking to grow their 

analytics capabilities. The sourcing, 

development and retention of analytics 

specialists is seen as critical to satisfy the 

growing demand for analytics initiatives. 

External sourcing can take the form 

of university partnerships, meetup 

events, hackathons and competitions as 

organisations market themselves as the 

ideal destination for top talent to build 

their analytics careers. Internal talent 

development initiatives such as skills 

gap analysis, soft skills development, 

technical training, datathons and the 

establishment of analytics academies 

and communities are all helping 

to connect and engage staff while 

fostering a culture of knowledge 

sharing and continuous learning. 

The engagement achieved through 

community initiatives is also boosting 

retention, helping employees to expand 

their internal network, encouraging 

cross-functional collaboration and 

breaking down organisational silos.

A key component in building an 

analytics-driven organisation is the 

investment in a robust and sustainable 

data infrastructure to support analytics 

initiatives at scale. As the volume of 

business. Analytics teams embrace the 

agile mindset in developing solutions 

centred on rapid and continuous 

delivery of business value. This helps 

organisations to drive the adoption of 

analytics initiatives in business teams 

by focusing resources on projects that 

deliver the most commercial value.

Organisations will change over 

time as their analytics transformation 

evolves. Some companies start out with 

analytics resources scattered across 

the organisation in different business 

units in a decentralised environment 

and eventually move analytics into a 

centralised function, while others that 

start off centralised subsequently move 

to a hybrid hub and spoke model. 

Leading organisations must show agility 

in preparing for these changes as they 

move up the analytics maturity scale, 

designing their analytics ecosystem for 

adaptability to meet rapid changes in 

external market conditions and internal 

business demands.

The analytics-driven organisation 

revolves around a robust and scalable 

analytics infrastructure, with analytics 

talent working in cross-functional, 

collaborative agile teams capable of 

delivering business value on an early 

and continuous basis as part of an 

established prioritisation process. 

Whatever the level of analytical 

maturity, the key element is developing 

analytics capabilities grounded in 

business value creation. A culture that 

encourages this commercial mindset, 

focused on delivering measurable value 

from analytics, will help embed analytics 

throughout the organisation. AB

Jamie Renehan FCCA leads Bank of 

Ireland’s advanced analytics team.

‘Analytics 
translator’ is set 

to become the key 
role in ensuring 

business units act 
on the insights 
generated from 

analytics solutions

C
PD

More information

Get CPD units by answering 
questions on this article at 
accaglobal.com/abcpd.
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2017
Accounting apps hype girl, 

Anise Consulting 

2013
Author, Xero for Dummies; has written 

seven books in the series

2012
Author, Learn Small Business Start-Up in 
7 Days and Learn MYOB in 7 Days

2007
Launched management accounting 

practice, Anise Consulting

2000
Business and accounting tutor at various 

universities and training organisations

1990
Accounting roles in England, Singapore 

and Canada

CVi

Believe the hype
A self-styled Mary Poppins for accountancy, Heather Smith FCCA, Anise Consulting’s 
accounting apps hype girl, explains how she runs her business from her handbag

Heather Smith, ‘accounting apps hype 
girl’ and 100% digital practice owner/
nomad, makes building a global 
professional network and being a 
modern accountant look easy. 

Based in Brisbane, Australia, but 

embracing the digital nomad lifestyle 

– ‘my accounting practice fits in my 

handbag; I can be anywhere and so 

can my clients’ – Smith recently visited 

New York on a ‘workation’ and ended up 

doing a speaking gig organised ‘on the 

fly’ off the back of a tweet.

‘Once I knew I was going to New 

York, I wondered what opportunities 

I could cultivate,’ explains Smith. ‘I 

searched for business events happening 

in the city, on sites like Meetup.com, 

and I asked around various digital 

nomad and local business groups on 

social media.’

One social media shout out later 

and she ended up attending the New 

York Accounting Technology Meetup 

group in a futuristic co-working space, 

sharing the largest pepperoni pizzas 

imaginable while discussing the 

difference between the Australian and 

US accounting landscapes and the 

technology that accountants can use in 

their advisory services. 

‘It’s similar to the Meetup group I’ve 

facilitated in Brisbane for the last six 

years, so it felt like being at home,’ 

she says.

‘Feeling at home’ crystallises Smith’s 

attitude to modern accountancy, with its 

constant tech innovation, professional 

reinvention and global interconnectivity. 

She has had more than 1.2 million views 

on her eponymous YouTube channel 

and more than 10,000 followers on 

Twitter; she’s written nine books; she has 

her own podcast.

All this is not merely good 

marketing; it’s how Smith channels 

her enthusiasm for exploring, talking 

about and enlightening others on the 

ever-expanding ecosystem of online 

accounting platforms and applications. 

Indeed, even her job title as the 

principal of her business Anise 

Consulting – accounting apps hype 

girl – sounds more like the MC at a 

tech conference than the boss of an 

accounting firm.

‘The traditional role of a “hype 

man” is to get the audience “hyped” 

or excited before the headliners or 

rap artist taking the stage’ explains 

Smith. ‘For the last decade, I’ve been 

encouraging the accounting industry to 

get excited about accounting apps. I 

believe they can have a massive impact 

on small businesses, and through 

entertaining education I hope to bring 

other accountants along on this journey.’

England calling
Smith’s journey began in the not-too-

distant but very different past, before 

mobile phones, Facebook and cloud 

accounting. The day after graduating 

from Griffith University in Brisbane she 

flew to the UK. ‘Many Australians spend 

a year overseas once they graduate,’ 

she says. ‘I started my career as an 

asset auditor for an aerospace company 

in Cheltenham, England. I met my 

husband there; I counted his computer. 

There were 400 staff and back in 1990 he 

had one of only three computers.’

Attracted to the accounting 

profession by the promise of being 

able to use her brain, earn a good 

living and travel the world, she moved 

to Singapore where she worked in 

internal audit, then to Canada, working 

part-time as an assistant accountant in a 

government office while bringing up her 

young children, before returning home 

to Australia in 2000.

As she puts it, Smith took the ACCA 

Qualification she’d gained during this 

period and created the dream life. This 

was not without the obligatory bouts 

of self-doubt along the way, which are 

often followed by a welcome light bulb 
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moment. Upon returning to Australia, 

she taught business planning, financial 

planning, accounting and human 

resources training for a number of 

years at Griffith University, as well as at 

various other institutions and training 

organisations. She was teaching people 

how to run successful businesses, which 

led her to ask: ‘Why aren’t I running my 

own one?’

Without a good reason not to, Smith 

kicked off her business by deploying a 

rudimentary but nonetheless effective 

marketing technique to win clients. 

‘I drew up a calendar of my schedule 

for the month ahead. I emailed it to 

organisations that wanted accounting, 

accounting software training or 

assistance. They could see my free days 

and book me in.’

From her home office, she worked 

with small business clients from all over 

the world, building a client base by 

partnering with and getting certified 

by accounting platforms, initially 

MYOB (an Australian solution), then 

Xero, which generated an endless flow 

of clients: Anise Consulting has been a 

Xero Platinum 100% cloud accounting 

firm for over a decade. She also 

embraced social media, creating her 

own content and developing a visible 

online presence.

Embracing solutions
Smith calls herself the Mary Poppins of 

accountancy. ‘I jump in, I help people, 

I empower them, train them, set them 

up, provide them with processes and 

help them understand the story in their 

numbers,’ she explains. ‘Then I jump out 

and they’re responsible for running the 

business, but I sit in the background and 

if they need me I’ll jump back in again.

‘I love being able to embrace 

solutions that automate processes 

and make business workflow more 

‘I love being able to 
embrace solutions 

that automate 
processes and 

make business 
workflow more 

efficient’
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efficient. I’m fascinated by the 

ecosystem that integrates into online 

accounting platforms.’

This enthusiasm has made Smith 

something of an online guru. ‘Initially, 

as a marketing activity, I published 

educational content on social media,’ 

she says. ‘I’ve been surprised by the 

attention this has received. I’m now in 

the top 5% of YouTubers in Australia 

with over a million views on my channel, 

while my podcast, Cloud Stories, 

is frequently listed in the top five 

accounting podcasts, and in November 

2018 I was ranked the most influential 

accountant on social media.’

In 2012, Rod Drury, the founder and 

former CEO of Xero, asked her to write 

a book on the cloud-based accounting 

software platform. In February, she 

published her ninth book, Xero for 
Dummies (fourth edition). 

‘As I write, I post snippets and ask 

questions on social media,’ she says. 

‘I engage people to learn how they’re 

using solutions and to enhance my 

understanding so I can, in turn, explain 

it to my readers,’ she explains. ‘I 

now spend a lot of my time creating 

interesting educational content on 

cloud accounting and the ecosystem. 

Using social media platforms to amplify 

content has enabled me to connect with 

thousands of cloud-savvy accountants 

across the world. That’s what I enjoy 

most about my role.’

As Smith explains, there are hundreds 

of solutions available in the accounting 

ecosystem and accountants are 

struggling in two areas: keeping abreast 

of the options and deciding if they 

should offer ‘apps advisory’ as part of 

their service offering. ‘I’ve created a 

forum for advanced cloud accountants 

and developers to discuss workflow 

issues and brainstorm suitable solutions, 

to try and address this issue,’ she says.

This web of experts also has a 

very practical value for Smith: she 

purposefully decided not to provide 

tax advice as part of her offering, 

which makes sense since her client 

base is global and spans multiple 

jurisdictions. ‘It’s quite a bold decision 

not to go into tax,’ she admits.

Global opportunities
But then again, that’s her raison d’être: 

‘With these online accounting solutions 

we now have global opportunities 

in that I can be sitting anywhere and 

helping clients anywhere, but I also have 

accountants in my professional network 

located in the US who can take on US or 

Canadian compliance, for example.’

Smith’s standing within the 

accountancy world has inspired her 

to lend her voice to issues that need 

addressing to improve people’s 

experience of the profession, moving 

her, perhaps as part of a natural digital 

evolution, into an ‘activator’ role. ‘I hope 

to encourage businesses within the 

accounting industry to adopt resources 

to minimise bullying and have educated 

support mechanisms in place for those 

who are bullied,’ she says.

As is unfortunately all too common 

for people who engage in social media, 

Smith has experienced bullying and 

trolls, which ‘took me to a dark place’, 

she says. ‘I don’t understand why 

someone talking about accounting 

technology would attract this sort of 

behaviour, but unfortunately it does. 

I’m now wiser and stronger. I’d like to 

see businesses within the accounting 

industry embrace resources that could 

have helped the younger me, who was 

going through this.’

She also hopes to encourage 

conference organisers to include 

balanced gender representation on 

their agenda. ‘In nearly all cases this 

means increased female participation 

on the speaker line-up,’ she says.

‘I believe embracing the full scope 

of diversity delivers an optimal and 

innovative outcome. I actively push 

for this with everything I’m involved 

with,’ she says. ‘With respect to 

gender diversity, if something in the 

industry is lacking diversity, I privately 

contact organisers, to encourage equal 

female representation, and I frequently 

suggest females for opportunities that 

cross my path. Modern men do this, 

too – and I know some great men in 

our accounting industry who’ve turned 

down opportunities due to lack of 

female representation.’

Smith’s a fan of ACCA’s chief executive 

Helen Brand for pushing the body in 

the right direction, making it even more 

global in its outlook. ‘She’s made a 

massive change to the organisation and 

I’m really enjoying having her around,’ 

she says.

Does this vocal, proactive and rather 

unique approach to business and a 

career ever leave her feeling exposed 

or out on a limb? After all, there are not 

too many people doing what she does 

in the way she does it.

‘People have started to recognise me 

and tell me I’m an outlier, a rainbow 

unicorn or an accounting activator,’ she 

says. ‘I don’t consider myself unique, but 

I don’t know many people who do what 

I do – so technically I guess I am.’ AB

Neil Johnson, journalist

 ‘I engage people to 
learn how they’re 

using solutions 
and to enhance 

my understanding 
so I can, in turn, 

explain it to 
my readers’
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In focus
Insights about how to address ethical dilemmas can be gleaned by viewing 
different scenarios through the eyes of filmmakers

To celebrate ACCA’s 
quarterly theme ‘the 
power of ethics’, ACCA 
has reviewed a number of 
films that showcase real-life 
ethical challenges. Here 
are a couple of highlights 
(see accaglobal.com/
powerofethics to find more).

Overwhelmed
The Defenders (go to 

bit.ly/The-Defenders to 

stream the film) takes a 

behind-the-scenes look at 

four notorious cyber attacks 

and champions those with 

the job of keeping institutions 

safe from the evolving threat.

The 2014 cyber attack on 

Sony Pictures (blamed on 

North Korea by the FBI) was a 

game-changer, and resulted 

in the company releasing the 

film The Interview as a digital 

download only. ‘The next 

war will be fought without a 

single bullet being fired, with 

one country shutting down 

the power grid in another 

country,’ warns Sanjay Sarma, 

vice president for open 

learning at MIT, in the film.

Like accountants, cyber 

defenders rarely get credit 

for keeping society and its 

systems ticking over. Only 

when something goes wrong 

do they hit the headlines – 

for all the wrong reasons. 

The film does a good job 

of giving an insight into a 

complex and jargon-filled 

subject, including defining 

the term ‘hacking’ – first 

coined back in 1955 in the 

monthly minutes of MIT’s 

model railway club. Members 

were told to turn the power 

off to avoid blowing a fuse 

when ‘working on or hacking’ 

the club’s electrical system. 

The stakes have certainly got 

higher since then.

Soul stealers
Terms and Conditions 
May Apply exposes the 

erosion of online privacy 

and what information 

governments and 

corporations are legally 

taking from citizens 

each day. (The first 

500 ACCA members 

who view the film on 

the Vimeo platform at 

bit.ly/Vimeo-TC before 

31 October can use the code 

ACCADISCOUNT to get a 

50% discount.)

It is a compelling and 

deeply unsettling film, 

packed with details that will 

have you exclaiming under 

your breath. 

We’re all guilty of blindly 

ticking boxes that say 

we agree to terms and 

conditions when buying a 

product online or booking 

a flight. In 2009, the UK’s 

GameStation store inserted 

the following sentence in its 

online small print for a day: 

‘By placing an order via this 

website, you agree to grant 

us a non-transferable right 

to claim, now and for ever 

more, your immortal soul.’ 

It was an April Fool’s Day 

joke, but 7,000 people fell 

for it. You can hardly blame 

them, though – it has been 

estimated it would take a 

month every year to read 

everything to which the 

average user agrees.

The film may leave you 

feeling disturbed. While 

governments and enterprises 

need a certain level of 

information about their 

citizens and customers to 

protect and serve them 

properly, you may well 

conclude that they have 

gone too far. AB

Dean Gurden, journalist

Frank Heidt, CEO at 

Leviathan Securities, 

uses the old amphibian 

metaphor: ‘Put a frog in 

boiling water and turn the 

heat up slowly, and it won’t 

know it’s boiling to death. 

We’ve been opting in to 

all this a centimetre at 

a time, but pretty soon 

we’ll look behind us 

and wonder how we 

got here.’
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Mantras for leaders 
In the latest in ACCA Singapore’s Smart Finance series, PwC’s Greg Unsworth looks at 
how, in a digital world, business leaders can make their organisations future-proof

Amid unprecedented 
business challenges and 
new risks, what must 
organisations do to seize the 
future for their businesses in 
today’s digital world? 

The following are five key 

digital leadership mantras 

for all business leaders 

to consider:

1. Enable a mindset to 
drive digital change.
Leading organisations 

are seeking the 

necessary mindset shifts 

required to cope with 

the accelerated pace 

of change in this digital 

world. Examples include 

embracing ‘fast failure’ to 

learn and evolve; setting 

new non-traditional 

targets and key 

performance indicators 

to drive new ways of 

working; and celebrating 

teams’ experimentation. 

2. Become a leader in 
innovation. Effective 

innovation is building 

on what you have today 

and creating new and 

exciting models for 

the future. To remain 

competitive and capture 

emerging opportunities, 

organisations must 

stimulate innovation in 

line with business goals. 

They also need to enable 

their teams for success 

with proven innovation 

frameworks as well as 

the necessary time and 

resources required. 

3. Prepare a future-ready 
workforce. Businesses 

increasingly need to 

attract new talents, 

upskill their workforce 

and create compelling 

work experiences for 

their teams. There is 

also a need to develop 

future capabilities in 

the areas of leadership, 

adaptability and 

collaboration. This will 

enable employees to 

be empowered by new 

technologies, rather than 

be wary of them.

4. Turn data into enterprise 
assets. To retain and 

gain competitive 

advantage, companies 

should optimise the 

value of their data assets. 

Historically this has 

been a challenge due to 

organisations’ inability 

to capture, maintain 

and monetise data 

effectively. Organisations 

must also have the right 

‘trust’ around the data 

and be able to share 

it with confidence. 

Digital leaders need 

to develop clearly 

defined corporate data 

strategies, implement 

sound data governance 

frameworks, and ensure 

robust data privacy and 

security protocols.

5. Turn disruption into 
digital transformation. 
Technological disruption 

has brought about 

uncertainty in the market 

and leaders should 

evaluate how to turn 

this from a challenge 

into an opportunity. 

Digital leaders, and 

their teams, must 

understand technology 

well enough to 

optimise its use and 

generate the most 

business value. 

Digital transformation is never 

easy. In this world, digital 

leaders must build trust, both 

within the organisation and 

with external stakeholders, 

and demonstrate how to lead 

with confidence despite the 

challenges. Digital leaders 

who have the right people, 

processes and systems to 

support disruptive change 

will build the foundation for 

all organisations to thrive in 

the new digital world. AB

Greg Unsworth is digital 

business and risk assurance 

leader at PwC Singapore.

More information

Visit accasmartfinance.com for more on this programme.
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Ethics first
ACCA is putting ethics top of the agenda in a campaign to 
highlight its crucial relationship to business success

The power of ethics has 
never been greater. 

The drivers for this are 

clear. Consumers and 

governments are sharpening 

their focus on ethical 

and sustainability issues. 

Buying habits are changing. 

Regulations are tightening. 

And the impact of businesses 

on society is under more 

scrutiny than it has ever been 

from the media, consumers, 

governments and their 

own employees. 

Meanwhile, if they are to 

survive, businesses must 

identify and adapt to digital 

advances such as the use 

of artificial intelligence, 

which bring with them 

new challenges to the 

professional ethical stance.

For this year’s Global 

Ethics Day, on 16 October, 

ACCA has created a range of 

tools to support members’ 

learning and development 

on this crucial topic. Our 

three-month focus on the 

critical relationship between 

professional ethics and 

business success includes 

a webinar, reviews of 

ethics-related films, video 

interviews of global CEOs 

(in partnership with the 

Carnegie Council for Ethics) 

and a strong focus on 

ethical content in our annual 

Accounting for the Future 

conference (see page 9). 

For more information, 

visit accaglobal.com/

powerofethics. AB
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Now is the right time to review your CPD – you still have time 
for additional learning to meet the CPD requirement.

Find resources and advice at www.accaglobal.com/cpd

CPD – 
are you 
on track?
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Environmental 
impact

Accountants face ethical challenges in 
creating a sustainable future

Confidence boost
Expert Rachel Botsman on being 
trustworthy in the modern world

Positive action
Amos Ng, group CFO of Straco 
Corporation, on building rapport

Head this way
How ethics can help professionals 
set their moral compass
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