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PRESIDENT’S MESSAGE
Responsible leadership

Commitment to
excellence
Dear members,
In the last few journal issues, our
cover story had comprised analyses
of various accounting trends and
practices, and how they impact us. Such
intelligence helps us keep pace in an
evolving business landscape so that we
can strategise for success.
This December cover feature is
an indepth analysis of 3,670 directors
on the boards of 717 companies,
business trusts and REITs listed on
the Singapore Exchange (SGX). It
examines the profiles of the boards
and directors, and provides answers to
frequently-asked questions regarding
directorships. The report’s rich data
and analysis will contribute to the
corporate governance debate, and
facilitate efforts in future decisionmaking and policy to enhance
corporate governance in Singapore. We
hope to update the report every two
years so that it captures changes in the
regulatory environment, and remains
as a valuable source of information.
Directors play an important
role, and it is encouraging that
most directors in the study show an
awareness of the responsibilities
that come with leadership, and are
committed to excellence. Recent
changes to the SGX Listing Manual and
revised Singapore Code of Corporate
Governance 2012 also cast the spotlight
on the directors’ expanded roles into
risk management. This is because a
company’s Audit Committee – which
in recent years had experienced an

upsurge in tasks and obligations – is
required to account to the board on
the adequacy and effectiveness of risk
management and internal control
systems covering financial, operational,
compliance and IT risks and controls.
For the Audit Committees, and the
directors to whom they report, we
have the highlights of the updated
Guidebook for Audit Committees here.
In some ways, ISCA’s multifaceted role mirrors that of a board’s.
As the national accountancy body,
the Institute assumes leadership in
Singapore’s transformation to be a
leading global accountancy hub for Asia
Pacific in 2020, and is the voice of the
sector in Singapore and beyond. The
Institute is committed to excellence,
and while developing the “hardware”
infrastructure and strategies to grow
the industry, we are also mindful of
the “software” – our members, who
we support in different ways including
through professional development
and advocacy. The article, “A Look at
2014”, gives an overview of the many
member-centred initiatives carried out
this year.
As we keep members attuned to the
many changes in the accounting arena,
we also add value by plugging any
knowledge gaps that may detract from
a deeper understanding. For example,
in the active conversation about audit
market reforms among accounting
professionals, it is often assumed
that the participants understand

the contexts of these reforms. In
“Explaining Audit Market Structure
and Reforms”, the first of a threepart series, we explain the important
contexts and implications of audit
market reforms in major jurisdictions,
and the strategy and work plan for
2014–2018 of the International Ethics
Standards Board for Accountants.
In “Get Ahead with Technology,
Tools and Talks” and “Uplifting the
SMP Community”, the Institute takes
the lead to help members achieve
excellence by bringing together
members, and the products and
services that will benefit them, and
also facilitate collaborations among
like-minded professionals. Leadership
and commitment to excellence often go
hand-in-hand, and in “Uplifting the SMP
Community”, a group of 10 SMPs shares
the common goal to drive practice
excellence, training and development,
and productivity in the wider SMP
community. Within these pages are
more resources that can add value to
your work.
As the year comes to a close, I
would like to wish all members a
wonderful festive season, and to all
Christians, a blessed Christmas. See you
in 2015.

Gerard Ee
FCA (Singapore)

president@isca.org.sg
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ACRA Strengthens Code of Professional
Conduct and Ethics for Public
Accountants and Accounting Entities

F

rom 1 February 2015,
the Code of Professional
Conduct and Ethics (the
Code) for public accountants
and accounting entities will be
further strengthened. The changes
include higher independence
standards for all audits and reviews
of public interest entities (PIEs),
large charities and large institutions
of a public character, and also new
requirements to further safeguard
the independence of auditors.
“As a profession that serves the
public interest, it is crucial that public
accountants remain a profession
with integrity and independence,
and serve as a valued and trusted
source of information and advice,”
said the Accounting and Corporate
Regulatory Authority (ACRA) in its
November 10 statement.
The current Code is largely
based on the International Ethics
Standards Board forAccountants
(IESBA)’s 2006 Code of Ethics, with
some modifications and additional
provisions for Singapore public
accountants (Singapore provisions).
It also specifies the setting up
of safeguards to help public
accountants avoid situations that
could result in ethical dilemmas.
The proposed amendments have been
accepted by the Ministry of Finance.

Key Amendments to the Code
The revised Code is built on the
same principles as the previous

Code, and continues to require public
accountants to ensure professional
independence in key areas. The key
amendments include:
Extending higher independence
standards to all audits and reviews
of PIEs, large charities and large
institutions of a public character, as
opposed to only audits of listed and
public companies currently. This is
in recognition of the need for a high
degree of public confidence in the
financial information of such entities.
Review engagements will be
subject to the same independence
requirements as audit engagements.
Although the level of assurance
obtained under both types of
engagement differs, both audit
and review engagements1 involve
the public accountant expressing
a conclusion on historical financial
information. It is also recognised
that in many review engagements,
the public accountant expresses
a conclusion on a complete set of
financial statements.
Removal of certain Singapore
provisions to align with
international benchmarks or
where the new provisions from
the latest version of IESBA’s Code
have provided clearer or sufficient
guidance compared to the IESBA’s
2006 Code of Ethics.
Singapore provisions to be
removed include prohibiting the

1 A review engagement is an assurance engagement conducted in accordance with Singapore Standards on Review Engagements, whereby
the public accountant expresses a conclusion which provides a limited assurance on the financial information, as opposed to a reasonable
assurance provided in an audit engagement which is conducted in accordance with Singapore Standards on Auditing.
2 This is in view that should a large proportion of an auditor’s fees come from one client, it can threaten the auditor’s independence as a
result of the financial ramifications should the auditor lose the client’s business.
3 As a mandatory safeguard, an amendment is introduced to require auditors to disclose to those charged with governance of the fact that the
threshold has been crossed.
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provision of internal audit and
certain information technology
systems services to listed and
public company audit clients and
contingent fee arrangements
for services to such entities. In
place of the present Singapore
provisions, ACRA will adopt the
IESBA Code’s thresholds that
address the independence risk
related to the level of audit fees
an auditor receives from an audit
client.2 However, as an additional
safeguard, the Singapore
provision which addresses the
issue of relative fee size between
audit and non-audit services
has been retained for the time
being.3 ACRA will review IESBA’s
requirements when its project in
this area is completed.
New requirements to further
safeguard the independence
of auditors. These include the
identification of a Key Audit
Partner (KAP), who would make
key decisions or judgements
on significant matters with
respect to the audit. Additional
requirements will be placed on
KAPs such as partner rotation,
cooling off period before joining
a PIE audit client in certain
positions and prohibiting a
KAP from being evaluated on
or compensated based on that
partner’s success in selling
non-assurance services to the
partner’s audit or review clients.
More information is available at the ACRA
website at www.acra.gov.sg.

APEC CEOs Confident
of the Future, according
to New PwC Survey

C

onfidence among CEOs in
Asia Pacific continues to
grow stronger, according to a
new report by PwC. Forty-six
percent (46%) of executives in the
region say they are “very confident”
of growth in the next 12 months, up
10 points from 2012, and four points
from last year, despite slowing growth
in China, the economic engine for
the region.
The study, which was released
on November 8 at an Asia-Pacific
Economic Cooperation (APEC) meeting
in Beijing, China, surveyed more than
600 industry leaders about prospects
for business in the region. It found that
67% of executives plan to increase
investment in the APEC region over

the next 12 months. Their plans are
spread over each of the 21 APECmember economies, with China,
the US, Indonesia, Hong Kong
and Singapore the most popular
destinations for investment.
Capital spending is a part of
it – 57% of respondents said they
are either building or expanding
facilities in APEC economies in
the next three to five years. Most
also plan to hire – 38% expect
headcount in their organisations
globally to expand by at least
5% annually over the next three
to five years.
Supporting this confidence is
a vision of an Asia Pacific that is
more connected both physically

and virtually, and an outlook for
more balanced regional growth.
For example, nearly 60% of
executives say they are now
more willing to share insights and
resources with business partners
in order to speed product
development and gain market
access, and more than 40% say
their company will likely enter a
business combination outside of
their core industry.
The survey found that datadriven changes are having an
impact in the region, with 57%
of executives saying they are
more confident of their ability
to respond to changes in the
marketplace, and half saying they
are more skilful at forecasting
demand. These executives are
more likely to be “very confident”
of growth (67%) than their peers.
The report, New Vision for Asia Pacific:
Connectivity Creating New Platforms for Growth,
is available at www.pwc.com/sg/en/apec-ceosummit/
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Get Ahead
with Technology,
Tools and Talks

Technology Seminar speakers
(from left) Charles Cheng, Ho
Pun, Bill Lee, and Catherine Chong
taking questions from the floor

T

oday’s businesses tend to
face common challenges
such as rising costs and a
tight labour market. To cope
with these challenges, companies are
encouraged to innovate and adopt tools
or solutions that raise productivity
and accelerate business growth. In
fact, technology adoption has been
identified as one of ISCA’s significant
pillars in capability development.
Addressing these issues at the
ISCA Technology Seminar titled
“Accelerating Business Growth
through Technology” on October 17
was a team of industry veterans.
The near-capacity crowd of more
than 200, including ISCA members,
representatives and guests from
government agencies, speaker
organisations and sponsors, heard
the latest in technological changes,

Networking during
the tea break

updates and best practices from
industry experts and their peers at
the day-long event aimed at SMPs
and SMEs.

Technology Seminar
Technology is a broad term which
encompasses various tools and

“With the iFirm practice
management software*,
there is better allocation
of resources, and improved
budgeting of time spent by
each audit staff. The staff
accepted the system as a tool
to improve work efficiency.
The implementation process
was overall smooth.”
JASON LEW
Founder and Director
Entrust Public Accounting Corporation

*The iFirm practice management solution has been pre-qualified under IDA's Enhanced iSPRINT.
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solutions available in the market.
To raise awareness of the
technological tools and applications
pertinent to Accounts and Finance,
ISCA invited several speakers to
share their expert insights. Bill
Lee, Partner, Advisory Services,
EY Advisory, shared on how data
usage can be expanded to enhance
productivity. Charles Cheng,
Customer Service Director, Sage
Software Asia, highlighted the
questions that businesses should be
asking when acquiring and evaluating
a new accounting system. Ho Pun,
Director, Technology Services,
SingTel Enterprise Security, talked
about scalable information security
management while Catherine
Chong, Deputy Director, SME
Infocomm Enabler, Infocomm
Development Authority of Singapore
(IDA), discussed how the Enhanced
iSPRINT can help businesses ease
into deploying technology.

(from left) Moderator
Yee Cheok Hong with
panellists Jason Lew,
Elango Subramanian,
Roland Kew and
Terence Ng

New SMP Dialogue
In another ISCA scheme to help
members, the SMP Dialogue was
launched to provide an interactive
platform for SMPs to share best
practices and network with each other.
The first session saw participants
learning how the Enterprise Training
Support (ETS) assistance scheme
can help to improve training and
HR development, as well as the
information and insights one may
glean from participating in an
Employee Engagement Survey.
Participants also discovered how
technology solutions like practice
management, audit and accounting
software can help streamline workflow
in a presentation by Timothy Ng,
Consultant, AXP Solutions.
Two new initiatives were also

featured. Ken Loke, Chief Executive
Officer, Bizmann System, presented
an electronic file archival system,
while Elango Subramanian, Director,
Raffles PAC, shared the off-shoring
of backend functions for SMPs.
Rounding off the SMP Dialogue,
which was themed “Beyond the
Status Quo: Valuable Lessons for
SMPs”, was a panel discussion
involving the partners and directors
of four SMPs. These firms have gone
beyond the status quo and leveraged
government and ISCA initiatives to
improve their business capabilities.
Moderated by Yee Cheok Hong,
Executive Director, Policy & Strategic
Planning/Industry Development,
ISCA, the panel discussion provided

participants with a platform for fellow
practitioners to share and discuss
some of their best practices.
The two sessions attracted
sizeable participation numbers. One
of them, Veena N. Patel, Financial
Controller, eVantage Technology,
shared that “the session was
extremely useful as it showcased
the current and future direction of
the sector and the support to enable
progress in that direction”.
ISCA is happy to answer and
follow up on any queries about this
event. We will continue to work
closely with our stakeholders and
partners to bring updated, relevant,
and useful information to members
as well as the accounting community.

A Notch Up to Achieving
Tax Excellence

A

ccredited Tax Advisor Ong
Sim Ho, Managing Lawyer
at Ong Sim Ho Advocates
& Solicitors, received the
thumbs-up for his discussion on the
deduction of expenses in light of the
BFC case at a Tax Excellence Decoded
session organised by the Singapore
Institute of Accredited Tax Professionals.
The succinct and well-structured
presentation captured the audience’s
attention and encouraged robust
discussion throughout the session.
Separately, Kenny Chiu, Senior
Manager of the China Tax Desk
at KPMG in Singapore, provided
updates on China’s VAT reform, tax
considerations on M&A transactions,
funds repatriation and foreign

Accredited Tax
Advisor Ong Sim Ho
skilfully tackled
questions from
the enthusiastic
participants.

exchange issues. Accredited Tax
Advisor (Income Tax & GST)
N. Vimala Devi, Director of Taxes at
BSL Tax Services, who was among
the audience, commented that
“Kenny was engaging and shared
real examples to aid understanding”.
For more information on
achieving tax excellence, visit www.
siatp.org.sg today and sign up to be
an accredited tax professional.

KPMG’s Kenny Chiu and a
participant exchanged ideas and
opinions over refreshments.
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ISCA Issues Ethics Pronouncement
to Counter Money Laundering and
Financing of Terrorism

B
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Regulatory Authority (ACRA),
Monetary Authority of Singapore,
and Commercial Affairs Department
of the Singapore Police Force, as
well as the accountancy profession.
EP 200 is also adopted by ACRA and
is applicable to public accountants
and accounting entities registered
under the Accountants Act. Noncompliance with the requirements
may result in an investigation into the
public accountant’s or professional
accountant’s conduct by ACRA and
ISCA respectively.
EP 200 reiterates the existing
legal obligations of accountants,
including the reporting of suspicious
transactions and tipping-off
provisions. In addition, EP 200 offers
guidance on compliance with these
legislations, providing insights into
what constitute knowledge and
suspicion, and the considerations
to be made when possible money
laundering is suspected. EP 200 also

provides information on concerns
that accountants may have, including
accountants’ duty of confidentiality
to their clients and potential
repercussions from having reported
suspicions that were unfounded.
EP 200 also sets out new
requirements and guidelines on
the AML and CFT systems, controls
and measures that professional
firms should have in place, such as
mandatory customer due diligence
and record-keeping measures that
accountants have to implement when
they perform designated high-risk
services for their clients. An example
of such services would be when the
accountants assist in the formation
of entities for their clients.
To access EP 200, accountants
can visit the ISCA Ethics Centre at
http://ethics.isca.org.sg/aml. The
Ethics Centre also provides links
to relevant legislations and
screening lists.

Photo Shutterstock

y May 2015, accountants
are expected to level
up and put in place or
improve their current
systems and controls to mitigate
money laundering and terrorist
financing risks. The enhanced
requirements are contained in the
new ISCA Ethics Pronouncement
(EP) 200 Anti-Money Laundering
and Countering the Financing
of Terrorism – Requirements
and Guidelines for Professional
Accountants in Singapore.
Issued by ISCA, EP 200 adheres
to the international recommendations
for anti-money laundering (AML) and
countering the financing of terrorism
(CFT) set by the Financial Action
Task Force and is benchmarked to
international best practices.
The development of EP 200 is an
important initiative which was done
in consultation with the relevant
regulators – Accounting and Corporate

Members Engagement and Events

Calendar of Events 2014
Dec:12
09
Dec

ISCA Breakfast Talk

Financial Reporting Standards Updates –
Overview of Standards impacting 2014 and 2015
*Note: This session falls on a Tuesday instead

17
Dec

ISCA Mingles

Dec

Getaway with ISCA

A Very Special Gastronomic Journey

Details coming up on our website soon!

Limited spaces are available for each event and they are
on a first-come-first-served basis.
Dates and events are subject to change without prior
notice.
For more details
http://corp.isca.org.sg/membership/events-calendar

Upcoming Events 2015

Members’ Privileges

ISCA Breakfast Talk

Every 2nd Wednesday of the month








14 January
11 February
11 March
08 April
13 May
10 June








8 July
12 August
09 September
14 October
11 November
09 December

ISCA Mingles
rd

Every 3 Wednesday of the month








21 January
12 February
18 March
15 April
20 May
17 June








15 July
19 August
16 September
21 October
18 November
16 December

Bintan Lagoon Resorts
10% off best available rates for
accommodation and F&B
Flouff the Bakery
10% discount on all orders
HooHa Café
10% off total bill and
a free VIP Membership worth $50
Paulaner Brauhaus
20% discount off total F&B dine-in bill
Real Yoga
3 Complimentary Yoga Sessions
at your preferred studio location

Look out for…
ISCA CNY Shopping Trip:
x Johor Bahru – 24 Jan
x Local Factories – 30 Jan
… and more!

For more details
http://members.isca.org.sg/MemberPrivilege.asp
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ISCA Lifts
IPG 2014
Championship Trophy

A

ccountants give their all in
both work and play – and it
shows. Most recently, the
tangible results of their
commitment and effort were borne
out at the Inter-Profession Games
(IPG) 2014, where ISCA emerged the
overall champion.

Vincent Lim, Chairman, Community,
Social and Sports Advisory Panel,
ISCA (left), receiving the Championship
trophy from Assoc Prof Chin Jing
Jih, President, Singapore Medical
Association (IPG 2014 organiser)

ISCA successfully defended
the title as IPG Champion for
two consecutive years.
10
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The hard-won triumph came on
the back of the first placing in three
sporting categories – basketball,
table tennis and volleyball; second
placing in pool, and important points
in badminton and golf. Victory was
especially sweet this time as we had
achieved back-to-back IPG wins, and
successfully defended our title.
The closing dinner took place
on October 18 at Mouth
Restaurant, where over 30
ISCA members and staff
witnessed the conclusion to
the Games. But our winning
streak continued that evening
as we emerged the overall
“winners” in the lucky draw
– we made up the majority of

the winners drawn!
Beyond the trophies and
competition, the annual Games
provide an excellent platform to
foster camaraderie among different
professions (Accountants, Architects,
Doctors, Engineers, Lawyers, and
Surveyors), network and make new
friends, and have fun while enhancing
mental and physical well-being.

Assoc Prof Chin chatting with
ISCA’s pool players

ISCA outplayed the
other teams, coming in
first in volleyball, tabletennis and basketball.

Team ISCA!

ISCA Mingles

Institute Launches
CFO Insights Series

I

n another new member
programme, ISCA has
launched the CFO
Insights series as part
of the ISCA Mingles initiative.
The inaugural session, titled
“Thinking Clearly for Success”,
kicked off on October 15
with some 20 members in
attendance, including CFOs and
management-level professionals
from the accounting and
finance industry.
Helming the presentation
was Chia Nam Toon, Group CFO
and Assistant Group CEO of
Corporate Services, Ascendas. Mr
Chia shared his views on the quality
and values associated with CFOs,

Ascendas’ Chia
Nam Toon kicked
off the CFO Insights
series with the
“Thinking Clearly for
Success” session.
The ISCA Mingles
event provided
an ideal platform
for interaction.

in particular, their ability to think
clearly about their role, and how they
can contribute to the success of the
organisation. He also covered the
three topics of Understanding Laws
of Competition, Power of Information,

and Taking Care of the Downside.
Members appreciated having
a veteran finance leader who was
able to add value and engage
them meaningfully with his
relevant and rich experiences.

Disciplinary Findings

U

PON FINDING that Mr Lim Choon Kee Eddy,
CA (Singapore), had breached Rule 44.6
of the Institute (Membership and Fees) Rules,
in that he was adjudged a bankrupt by
Lim & Tan Securities Pte Ltd on 6 February 2014
and is still an undischarged bankrupt, the
Disciplinary Committee ordered that he be
suspended with immediate effect until such time
when he is discharged.

UPON FINDING that Mr Seah Kok Sin,
CA (Singapore), had breached Rule 44.6 of the
Institute (Membership and Fees) Rules, in that
he was adjudged a bankrupt by CIMB Bank Berhad
on 15 May 2014 and is still an undischarged bankrupt,
the Disciplinary Committee ordered that his name
be removed from the register and that he shall
cease to be a member of the Institute with
immediate effect.

December 2014
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New ISCA Members
Participate in
Unveiling of
Heritage Wall

T

he Institute has been
serving its members for
more than half a century
since its establishment
in 1963. We were known as the
Singapore Society of Accountants,
and had only 11 founding members.
Since then, the Institute has gone
through a number transformations
as our roles expanded in tandem
with Singapore’s development. Our
membership base has grown, we took
on greater responsibilities, hosted
and organised increasingly significant
events, and signed agreements
with important global players such
as the International Federation
of Accountants, Association of
Accounting Technicians in the UK,
and CPA Australia.
Strengthening ISCA’s ties with
other international accountancy

bodies also serve to increase our
members’ career opportunities and
international mobility. In this respect,
we have entered into agreements
with notable accountancy bodies to
explore mutual recognition schemes.
These include a Memorandum of
Understanding (MOU) with the
Institute of Chartered Accountants
in England and Wales (ICAEW)
for the ICAEW-ISCA Pathways to
Membership scheme, an Expression
of Intent (EOI) with the Institute of
Chartered Accountants in Australia
and New Zealand Institute of
Chartered Accountants, as well as an
EOI with the Institute of Chartered
Accountants in Scotland.
To capture some of the
significant milestones in our history
and celebrate the successes with
our members, a Heritage Wall was

“Being an ISCA member
gives me value-added
professional and social
recognition. It is my longterm ambition to become
a Public Accountant and
practise as a CA (Singapore)
by having my own public
accounting firm. My dream
has come true today.”
Dr Mohiadeen Abdul Kader
CA (Singapore)
Public Accountant, Kader & Co

12

IS Chartered Accountant

ISCA Chief Operating Officer Goh Puay Cheh
(2nd from left) with the winning team of the
ISCA Quiz

New members meeting for the first
time and engaging in lively discussions
over dinner.

developed for ISCA House. Depicting
the changes and progress the Institute
has undergone over the last 50 years,
the Wall was unveiled at the new
Members’ Night event on September 25
– a fitting occasion as the event
also marked a milestone in our new
members’ accountancy journey. The
Wall and event both underscore ISCA’s
commitment to continually roll out
member-centric initiatives that bring
value to our members.
It was another fruitful and
successful New Members’ Night for
all participants. They expressed their
appreciation of our efforts to engage

ISCA Membership Administration Assistant Director Ellen Wong
sharing ISCA’s history with new members at the Heritage Wall

★

ISCA President
Gerard Ee spoke
about the Institute
advancing the
profession and
empowering
our members
to achieve their
aspirations.
Teams bond as they take on the challenge of the ISCA Quiz.

★

“The ISCA membership
and the training
offered as part of
this membership will
open doors to more
opportunities and add
value to my career.
I also gain professional
recognition as a
member of the national
accountancy body
of Singapore.”
Chan Cheong Heng
CA (Singapore)
Founder, Bee Learning Group Pte Ltd

“As a Relationship Manager
in a private bank, I have a duty
of care towards the financial
portfolio of the bank’s customers.
The CA (Singapore) designation
provides a level of assurance to
our customers. I am privileged
to be a member of this preeminent, globally recognised
accountancy body, ISCA.”

them, and shared with us their career
aspirations and why they became
ISCA members.
We would like to thank our
new members for joining us at
this event and we look forward to
supporting you throughout your
Ong Su Ling June
professional career.
CA (Singapore)
The Institute would also like to
Relationship Manager, Private Bank
Westpac Banking Corporation
take this opportunity to invite all
members to “journey”
with us through ISCA’s
formative years and
after, through the
Heritage Wall located
“The Institute has transformed itself in
at Level 1, ISCA House.
recent years, and it is a golden opportunity
After your heritage
to be a member of ISCA as it continues to
journey, relax at the
gain global recognition. As a professional
Members’ Lounge and
working in Singapore, there is an additional
enjoy a cup of coffee
edge to being a CA (Singapore) – this is an
on us.
ideal platform to further escalate my career
More pictures of the
to a higher level on the corporate ladder.”
event
and the Heritage
Poh Beng Whee
Wall can be found on
CA (Singapore)
our Facebook post at
Financial Controller,
Fong’s Engineering & Manufacturing Private Limited
https://www.facebook.
com/ISCA.Official.

★
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Boards &
Directors
Of Those who Govern and Direct

T

Clarence
Goh
14

1 Handshakes (www.handshakes.com.sg) is a data analysis firm
that provided data on the 717 SGX-listed firms for the study.
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by

o provide insights into
the important roles that
directors play in the
governance of firms,
the Singapore Institute
of Directors (SID) and
Institute of Singapore
Chartered Accountants
(ISCA) – in partnership
with Handshakes1;
Nanyang Business
School, Nanyang Technological
University; NUS Business School,
National University of Singapore;
Deloitte Singapore, and supported
by the Singapore Exchange (SGX) –
conducted a comprehensive study of
the boards of 717 companies, business
trusts and REITs listed on the SGX
as at end-2013. The study examined
the structure and composition of
boards, director tenure, remuneration,
meeting attendance, gender diversity,
and multiple directorships. It also
documented the state of compliance
with relevant aspects of the Singapore
Code of Corporate Governance 2012
(the Code).
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15

FOCUS

Singapore Boards and Directors

s
Overall, the current
level of independence
on boards appears
to be healthy. There
was also almost
full compliance
(97.7% of all firms)
with the Code that
there be a strong and
independent element
on the board,
with Independent
Directors making up
at least one third
of the board.
The 717 firms had a total of 4,839
board seats, which were occupied by
3,670 individual directors. Fourteen
per cent (14%) or 100 of the firms are
large cap; 15.6% (112) are mid cap, and
70.4% (505) are small cap.2 Generally,
larger firms have more directors on
their boards (Table 1). (*Percentages

in Tables and Figures may not add to
100% due to rounding errors.)
Overall, the current level of
independence on boards appears to
be healthy. There was also almost full
compliance (97.7% of all firms) with
the Code that there be a strong and
independent element on the board,

Table 1 Number of Directors and Board Seats
Number

Directors

Board Seats

Average Board
Seats/Firm

679
(94.70%)

3,505
(93.20%)

4,560
(94.20%)

6.7

Business Trusts

15
(2.10%)

99
(2.60%)

100
(2.10%)

6.7

REITS

23
(3.20%)

157
(4.20%)

179
(3.70%)

7.9

717
(100.00%)

3,761
(100.00%)

4,839
(100.00%)

6.7

Firms
Companies

Total
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with Independent Directors (IDs)
making up at least one third of the
board. Some 55.1% of all firms have
IDs occupying at least half of their
boards. Firms incorporated overseas
reported a lower total proportion of
ID seats compared with Singaporeincorporated firms.
However, Independent Chairs are
less common, with only 18.4% of firms
having such an arrangement. Further,
among firms that should appoint a
Lead ID as recommended by the Code,
only 54.4% have done so.
In general, IDs tend to be fairly
highly educated, with 85% holding an
undergraduate degree, a post-graduate
degree or some form of professional
qualification. Large cap firms
appear to have a higher proportion
of highly educated directors. The
IDs’ attendance at board meetings is
2

Firm market capitalisation categorisation: Large cap
(> SGD1 billion); mid cap (between SGD300 million and
SGD1 billion) and small cap (< SGD300 million).

suggests that directors with multiple
directorships do dedicate sufficient
time and attention to each directorship
that they take on. Directors with
multiple directorships also have
higher educational qualifications
than single-seat directors, with
over 75% of them holding at least an
undergraduate degree compared to
65.9% of single-seat directors.
The level of disclosure of precise
remuneration of directors remains
low. Only 31% of firms fully disclosed
the remuneration of individual
directors on a named basis in
compliance with the Code. The size
of directors’ fees and remuneration
appears to be positively correlated
to the size of the firm. IDs and NonExecutive Directors (NEDs) in firms
in the financial sector also appear
to receive higher remuneration than
those in other sectors.
Another area of note is the lack
of gender diversity on the boards of
listed firms – men take up 90.3% of all
board seats.
Let us look at further insights and
details of our study.
relatively high, with 85.5% of them
attending over three quarters of the
total number of board meetings.
The median board tenure of IDs
for all firms is six years. Some 37.6%
of IDs in the older firms have been
on their boards for more than nine
years. The majority of older firms
have at least one ID who has been on
its board for more than nine years.
Multiple directorships are not as
large a phenomenon as commonly
Number/Percentage of Firms

214
(29.8%)

Photo Shutterstock

121
(16.9%)

48
(6.7%)

5

The most common board size is
six directors. The largest board has
20 directors and the smallest has three.
The data shows that predominant
board size differs among firms of
different market caps. While most
large cap firms have eight or more
directors (78.0%), the majority of
mid and small cap firms have five to
seven directors (62.5% and 76.0%
respectively) (Figure 1).

Figure 1 Number of Board Members (Board Size)

139
(19.4%)

<5

Board Structure
and Composition

thought – only 17.8% of all directors
hold multiple directorships. The
highest number of board seats held
by an individual is 10 while the
highest number of ID seats held by
an individual is nine. Directors with
multiple directorships appear to have
better board meeting attendance than
single-seat directors, with over 90%
of them attending more than three
quarters of board meetings, compared
to 80% of single-seat directors. This

6

7

76
(10.6%)

8

58
(8.1%)

9

27
(3.8%)

34
(4.7%)

10

> 10
December 2014
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The 717 firms have a total of 1,649
Executive Director (ED) seats held by
1,615 individuals, 889 NED seats held
by 774 individuals and 2,301 ID seats
held by 1,508 individuals (Figure 2).

Figure 3 Types of Board Chairs
Number/Percentage of Firms
(57.0%)
221
(30.8%)

Figure 2 Types of Directors

188
(26.2%)

161
(22.5%)

132
(18.4%)
15
(2.1%)

Executive Chair
& CEO

1,649
(34.1%)
2,301
(47.5%)

Executive Chair
but not CEO

Non-Executive
Chair

Independent Chair

No Chair

Figure 4 Compliance with Code Guideline 3.3: Presence of Lead ID3
No Lead Independent Directors

889
(18.4%)

Presence of Lead Independent Directors
245
(45.6%)

292
(54.4%)
11
(8.7%)

Executive Directors
Non-Executive Directors

115
(91.3%)

Firms where Lead ID is required
under Guideline 3.3 of the Code

Firms where Lead ID is not required
under Guideline 3.3 of the Code

Independent Directors

Photo Shutterstock
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In total, 57.0% of firms have
Board Chairs who are EDs. Of these,
30.8% have Board Chairs who are
concurrently the firm’s CEO while the
other 26.2% have executive Board
Chairs who are not concurrently the
firm’s CEO. It is likely that the latter
group of Board Chairs comprise
former CEOs who may be the founder/
controlling shareholder of the firms
(Figure 3).
According to Guideline 3.1 of the
Code, the Board Chair and the CEO
should in principle be separate persons
so as to ensure an appropriate balance
of power, increased accountability
and greater capacity of the board
for independent decision-making.
Some 69.2% of firms adhere to this
Guideline, and have separate Board
Chair and CEO positions.
There are 304 Lead ID seats held
by 246 individuals. According to
Guideline 3.3 of the Code, every firm
should appoint an ID to be the Lead ID
when the Board Chair and CEO are the
same person, Board Chair and CEO are
family members, Board Chair is part
of the management team, or the Board
Chair is not an ID (Figure 4).

s

... directors with
multiple directorships
do dedicate sufficient
time and attention
to each directorship
that they take on.
Directors with
multiple directorships
also have higher
educational
qualifications than
single-seat directors...

Figure 5 Compliance with Code Guideline 3.3: By Firm Size
No Lead Independent Directors
Presence of Lead Independent Directors
28
(57.1%)

21
(42.9%)

Large Cap

33
(38.4%)

53
(61.6%)

218
184
(54.2%)
(45.8%)

Mid Cap

Among firms that fall under
the Guideline recommending the
appointment of a Lead ID, the data
shows that mid cap firms have the
highest percentage which have done so
(61.6%), followed by small cap firms
(54.2%), and then by large cap firms
(42.9%) (Figure 5).
Code Guideline 2.2 recommends
that IDs should make up at least half

Small Cap

of the board where the Board Chair
and the CEO are the same person or
are immediate family members, or the
Board Chair is part of the management
team or not an ID.4 Among the 537
companies that have a Board Chair
falling under these criteria, 52.7% have
already met the recommendation to
have IDs form at least half the board
(Figure 6).

Figure 6 Compliance with Code Guideline 2.2

14
(2.6%)

283
(52.7%)

240
(44.7%)
< 1⁄3 Independent Directors
⁄3 to < 1⁄2 Independent Directors

1
3

Sample excludes REITs, business trusts and secondary listings.
4 Companies have until their financial years beginning on or after
1 May 2016 to comply with this guideline, failing which they will
need to explain why there is non-compliance. This is the only
guideline in the Code which has not come into effect as of date.

⁄2 and above Independent Directors

1
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Feedback from practitioners
suggests that as large cap firms
tend to have more established IDs
on their boards, the relatively low
proportion of such firms appointing
a Lead ID could be due to the
difficulty in selecting a lead from
among such eminent IDs.
Although ID seats overall make
up slightly less than half (47.6%)
of all board seats, more than half
(54.5%) of all firms have IDs forming
at least half of the board (Figure 7).

Figure 7 Proportion of Independent Directors
(54.5%)

Number/Percentage of Firms
319
(44.5%)

305
(42.5%)

72
(10.0%)

21
(3%)
< 1⁄3

⁄3 to < 1⁄2

⁄2 to < 2⁄3

1

1

⁄3 and above

2

Figure 8 Various Proportions of Independent Directors
15
(2.3%)

365
(55.1%)

283
(42.7%)
< 1⁄3 Independent Directors
⁄3 to < 1⁄2 Independent Directors

1

⁄2 and above Independent Directors

1

Figure 9 Education Level of Independent Directors: 717 Listed Firms8
Independent Directors

Highest Education
7.7%

Doctorate

38.0%
30.3%

Post-graduate Degree/MBA/LLM

85.0%
42.6%

Bachelor
Professional Qualifications
Post-secondary/Diploma

4.4%
2.5%

Secondary 0.2%
12.3%

Information not disclosed
0%
20
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10%

20%

30%

40%

50%

Looking at sectors, firms in the
Finance, Real Estate and Transport/
Storage/Communications sectors
have the highest proportions of firms
with at least half of their boards
comprising IDs (78%, 50%, and
44% respectively).5 Temasek-linked
companies (TLCs) have relatively
higher proportions of IDs, with our
data showing 82.1% of TLCs having at
least half of their boards comprising
IDs, compared to non-TLCs (52.1%).6
Code Guideline 2.1 provides
that “there should be a strong and
independent element on the board,
with Independent Directors making
up at least one third of the board”.
Some 97.7% of all companies are in
compliance with this recommendation,
with 55.1% going over and above the
recommendation by having more than
half of their board comprising IDs7
(Figure 8).
Some 85% of the IDs in the 717
listed firms have a professional
qualification, an undergraduate degree
or post-graduate education. The data
also shows that IDs of large cap firms
generally have higher educational
qualifications compared with IDs in
mid and small cap firms. Some 42.0%
of IDs in large cap firms have postgraduate education compared with
38.0% overall (Figure 9).

Figure 10 Tenure of Independent Directors

Number of Directors 250
Entities
(listed for 9 & less yrs)
200
Entities
(listed for over 9 yrs)
150

100

50

Tenure (yrs)

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20 >20

Entities
(listed for 9 & less yrs)

114 138 125 105 73

89 90 80 114 112 101 76

40

55

37

16

29

12

11

13

58

Entities
(listed for over 9 yrs)

108 109 79

42 94

2

1

0

0

0

2

0

2

2

Photo Shutterstock

5 Sample firms were grouped into seven major industry sectors;
these sector classifications were consolidated based on the
SGX’s 12-category industry categorisation of firms.
6 A firm is defined as a TLC if Temasek Holdings (Private) Limited
has a shareholding of 20% or more in the firm as of FY2013.
7 Sample here excludes REITS, business trusts, and secondary
listings.
8 Where information was not disclosed or was insufficient,
directors were classified in the “Information not disclosed”
category.
9 The length of tenure may not necessarily refer to how long
the director was appointed as a firm’s ID. Some persons may,
for example, have been first appointed as ED and subsequently
relinquished his/her executive position and remained on the
board for a number of years and may presently be regarded
as an ID.
10 This is to take into account the fact that firms which have not
been listed for more than nine years generally do not have IDs
serving on their boards for over nine years. This information is
taken from 401 firms listed prior to 2005.

93

77

59

13

6

1

0

Board Tenure
Information was collected on the
tenure of 2,178 IDs, representing
94.7% of ID seats in the sample.9
The median board tenure for
IDs for all firms is six years while
for firms that have been listed on
the SGX for more than nine years,
the median board tenure for IDs
is eight years. Guideline 2.4 of
the Code recommends that “the

independence of any director who
has served on the board beyond
nine years from the date of his first
appointment should be subject
to particularly rigorous review”.
Presently, 26.4% of ID seats for
which tenure was reported reflect
tenures of more than nine years. This
proportion increases to 37.6% if only
firms listed for over nine years are
considered10 (Figure 10).
December 2014
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Figure 11 Remuneration of Independent and Non-Executive Directors:
Firms with Precise Disclosure

Compensation Received SGD
10.9%
14.2%

< 50,000
50,000—100,000

8.0%

100,001—250,000

7.6%
6.7%

250,001—500,000

0.8%
1.5%

500,001—750,000

0.2%
0.5%

14.3%

Independent Directors
Non-Executive Directors

750,001—1,000,000 0.0%
0.2%
> 1,000,000 0.0%
0.7%
66.2%
68.2%

Disclosed in bands
or not disclosed
0%

20%

Director Remuneration

40%

firms making precise annual fees and
remuneration disclosures.
Some 14.3% of ID seats are
remunerated in the range of
SGD50,000 to SGD100,000. There
are more occurrences of NEDs
than IDs having higher levels of
remuneration, with 2.9% of NEDs
having remuneration of SGD250,000
and above, compared to 1.0% for IDs
(Figure 11).

Guideline 9.2 of the Code
recommends that companies
fully disclose the remuneration of
individual directors on a named
basis.11 Overall, 31% of firms had
precise disclosure of directors’
annual fees and remuneration.
Across sectors, Finance (37.0%), Real
Estate (37.1%) and Manufacturing
(32.2%) had higher proportions of

60%

Attendance at Board
Meetings
Some 85.5% of IDs have attendance
rates of more than three quarters of
the total number of board meetings
held (Figure 12). This is comparable
to EDs (86.6%), and relatively
higher than NEDs, who like the IDs,
do not have a daily executive role.

11 This took effect for firms with annual reports relating to
financial years commencing from 1 November 2012.

Figure 12 Attendance at Board Meetings: 717 Listed Firms

Independent 3.9% 7.4%
Directors
0.8%
Non-Executive
Directors

9.0%

10.8%

85.5%

2.4%

75.0%

3.3%

86.6%

2.3%

1.9%
Executive 3.8% 6.4%
Directors
0.9%
0%

20%

40%

60%

80%

100%

Board Meetings Attended
Less than 25%
22
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25—50%

51—75%

More than 75%

Information not disclosed or available

s
Figure 13 Gender Breakdown of Directors

The level of disclosure of
precise remuneration of
directors remains low.
Only 31% of firms fully
disclosed the remuneration
of individual directors on a
named basis in compliance
with the Code.

356
(9.7%)

Gender Diversity
Of the 3,670 directors, 3,314 (90.3%)
are men and 356 (9.7%) are women
(Figure 13). This finding is generally
consistent with other studies on
the strong gender bias on boards
towards men.

3,314
(90.3%)

Multiple and Cross
Directorships

The number of directors with multiple
directorships on listed firms are not
particularly high. From the full sample,
only 17.8% of directors hold more than
one board seat (Table 2).

Men
Women

Table 2 Multiple Directorships: Number (% of Total Number of Directors) of Board Seats
Held by Individual Directors
Full Sample
No. of directors with 1 board seat

Main Board

3,016 (82.20%) 2,369 (79.00%)

Catalist

REITS

Business Trusts

495 (69.50%)

89 (56.70%)

63 (63.60%)

No. of directors with 2 board seats

391 (10.70%)

364 (12.10%)

111 (15.60%)

29 (18.50%)

20 (20.20%)

No. of directors with 3 board seats

132 (3.60%)

131 (4.40%)

43 (6.00%)

18 (11.50%)

8 (8.10%)

No. of directors with 4 board seats

63 (1.70%)

64 (2.10%)

34 (4.80%)

11 (7.00%)

5 (5.10%)

No. of directors with 5 board seats

37 (1.00%)

37 (1.20%)

18 (2.50%)

4 (2.50%)

1 (1.00%)

No. of directors with 6 board seats

21 (0.60%)

23 (0.80%)

7 (1.00%)

6 (3.80%)

1 (1.00%)

No. of directors with 7 board seats

2 (0.10%)

2 (0.10%)

1 (0.10%)

0 (0.00%)

0 (0.00%)

No. of directors with 8 board seats

5 (0.10%)

5 (0.20%)

1 (0.10%)

0 (0.00%)

0 (0.00%)

No. of directors with 9 board seats

2 (0.10%)

2 (0.10%)

1 (0.10%)

0 (0.00%)

1 (1.00%)

No. of directors with 10 board seats

1 (0.00%)

1 (0.00%)

1 (0.10%)

0 (0.00%)

0 (0.00%)

157 (100.00%)

99 (100.00%)

Total number of directors

3,670 (100.00%) 2,998 (100.00%) 712 (100.00%)
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It is further observed that directors
in the finance industry hold the highest
proportion of multiple directorships,
with 49.5% of them holding more than
one board seat. This could be due to the
specific financial skill-set required of
these directors and the relative shortage
of such directors in the finance sector.
Guideline 4.4 of the Code provides
that “(w)hen a director has multiple
board representations, he must ensure
that sufficient time and attention is
given to the affairs of each company”.
However, it should be recognised that
different individuals have differing
capacities in regard to the number of
board seats which they can each hold
while still continuing to fulfil their
directorial obligations effectively.
One indicator of a director’s
participation on boards is his/
her attendance at meetings. A low
attendance rate could be an indication
that a director is unable to devote
sufficient time and effort to the
board directorships. Surprisingly, the
findings show that directors holding
multiple directorships have better
attendance at board meetings than
directors holding only one seat. While
only 81.4% of directors holding one

Table 3 Attendance at Board Meetings: Directors Holding Multiple Directorships12,13
No. of Board Seats Held by Director

% of Board
Meetings
Attended

Overall

1

2 to 4

5 to 7

8 to 10

< 25%

1.20%

1.50%

0.20%

0.00%

0.00%

25% to 50%

5.10%

5.90%

1.20%

0.00%

0.00%

51% to 75%

8.10%

8.30%

7.20%

5.10%

0.00%

> 75%

83.30%

81.40%

91.30%

94.90%

100.00%

NA/ND

2.40%

2.90%

0.20%

0.00%

0.00%

100.00%

100.00%

100.00%

100.00%

100.00%

Total

seat attended over three quarters of
board meetings, over 90% of directors
holding multiple directorships
recorded an average attendance of
over three quarters of board meetings.
Directors could also take on
multiple directorships due to their
better ability or talent. One possible
gauge of a director’s ability or talent
is his/her education level. Overall,
the data shows that directors with

Table 4 Directors’ Highest Education Level14

No. of Board Seats Held by Director
1

2 to 4

5 to 7

8 to 10

Doctorate

5.40%

5.70%

5.10%

25.00%

Post-graduate Degree

26.60%

28.70%

28.80%

25.00%

Undergraduate Degree

33.90%

47.70%

40.70%

50.00%

Professional Qualifications

2.70%

4.00%

8.50%

0.00%

Post-secondary/Diploma

6.80%

3.20%

3.40%

0.00%

Secondary

1.00%

0.20%

0.00%

0.00%

Insufficient Information

23.60%

10.60%

13.60%

0.00%

Total

100.00%

100.00%

100.00%

100.00%

Highest Education
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multiple directorships have a higher
level of education compared to
directors holding only one board
seat. While only 65.9% of directors
holding one board seat possess an
undergraduate degree or above, over
75.0% of directors with multiple
directorships possess the equivalent
qualifications (Table 4).
A director interlock occurs when a
firm’s director(s) also sits on the board
of another firm which is listed on the
SGX. While director interlocks create
a network of firms that facilitate the
diffusion of organisational practices
that may be of value to interlocked
firms, director interlocks represent
a potential concern as these may
expose the company and the relevant
directors to potential conflicts of
interest. Some 93.2% of firms have at
least one director interlock with other
SGX-listed firms, and only 6.8% of
firms have no director interlocks with
other SGX-listed firms.
12 Note for Tables 2 and 3: Attendances figures are average
attendance figures. For example, the attendance of a director
holding 2 board seats is calculated by taking his average
attendance at board meetings held by both boards. This
average computation equally weights a director’s attendance
at each company’s board meetings regardless of firm or board
characteristics (for example, number of board meetings per firm,
firm size, etc).
13 A director may have been reported as not having attended a
meeting not only because the director was unable to attend, but
also because the director may not have been appointed to the
relevant board as yet at the time that the meeting took place.
14 Where information was not disclosed or insufficient, director was
placed in the “insufficient Information” category.
15 Please read more about the full report on the ISCA Research website.

Figure 14 Cross Directorships: Director Interlocks

66
(9.2%)

49
(6.8%)
No director interlocks with
other SGX-listed entities

218
(30.4%)

1 to 5 director
interlocks with other
SGX-listed entities
384
(53.6%)

6 to 10 director
interlocks with other
SGX-listed entities

Photo Shutterstock

More than 10 director
interlocks with other
SGX-listed entities

Not only do large cap firms have
a higher proportion of firms with
interlocks, they also have a higher
proportion of “6 to 10” and “more than 10”
interlocks than mid and small cap
firms. This is likely due to the larger
board size of large cap firms (Figure 14).

Conclusion

This study provides a comprehensive
snapshot of the state of affairs
concerning directors serving on SGXlisted firms. The study can serve as a
baseline reference for future studies
on trends in corporate governance
practices and compliance with the
Code, as well as assist in the evolution
of policies and practices to enhance
Singapore’s corporate governance
framework and environment.15 ISCA
The full report is available at the ISCA Research
website at http://research.isca.org.sg.

Clarence Goh is Manager, Research, ISCA.
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A Look at

2014
ISCA on Track for the Future

By

Betsy Tan

T

he Institute of Singapore
Chartered Accountants
(ISCA) began the year
with a bang, with the
grand opening of ISCA
House, the Institute’s new location
at 60 Cecil Street. ISCA House was
officially opened by Josephine Teo,
Senior Minister of State for Finance
and Transport on 16 January 2014.
Members now have a central location
in the heart of the central business
district to attend CPE courses and
networking events, or simply drop by
for a cup of coffee at the spacious and
welcoming Members’ Lounge.
The location may be different,
but within the new address, the
Institute continues to strive towards
our vision to be a globally recognised
professional accountancy body,
bringing value to our members, the
profession and the greater community.
As the voice of the profession,
member advocacy is a key priority
and an important way ISCA adds value
to our members. With 2014 coming
to a close, we bring you a summary
of the numerous initiatives we
26
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The MOU for the ICAEW-ISCA Pathways to Membership scheme, and
other similar agreements, enhance members’ career mobility.

worked on to advance our members’
professional interests, and shape the
development of issues that have an
impact on the accountancy sector both
locally and internationally.

International
Partnerships to
Enhance Members’
Career Mobility

On January 16, ISCA signed a
Memorandum of Understanding
(MOU) with the Institute of Chartered
Accountants in England and Wales
(ICAEW) to establish the ICAEWISCA Pathways to Membership
scheme. The scheme, which is open
till December 2015, enables eligible
ISCA members to become an ICAEW
Chartered Accountant. ISCA is the

only Institute whose members do
not have to qualify for the scheme
via professional examinations,
attesting to the high regard for ISCA’s
membership. With the scheme, ISCA
aims to help members boost their
career trajectory and international
mobility in an increasingly globalised
and competitive world.
In 2014, ISCA continued its
partnership with the Singapore
Accountancy Commission (SAC)
to explore reciprocal membership
arrangements with other global
accountancy bodies. These included:
+ An Expression of Intent (EOI)
with the Institute of Chartered
Accountants in Australia and New
Zealand Institute of Chartered
Accountants on April 2;

The CBD
location of
ISCA House
brought the
Institute closer
to members.

An EOI with the Institute of
Chartered Accountants of Scotland
on June 25.
These partnerships not
only strengthen ISCA’s ties with
other international accountancy
bodies, they also increase our
members’ career opportunities and
international mobility.

+

Stronger Surveillance
to Improve Financial
Reporting Quality
On January 16, ISCA signed an MOU
with the Accounting and Corporate
Regulatory Authority (ACRA) to
strengthen the financial reporting

surveillance regime
in Singapore.
ISCA will share observations of
its Financial Statements Review
Committee on potential noncompliance in financial statements
with ACRA, which will then
deliberate and take enforcement
action against directors under
the Singapore Companies Act,
if necessary.
Enhancing Singapore’s financial
reporting eco-system will strengthen
Singapore’s reputation as a
reliable and trusted business and
investment centre – a boon for the
accountancy profession.

The Institute contributes to Singapore’s reputation as a reliable financial hub, such as
through the MOU with ACRA to strengthen the financial reporting regime in the city-state.

Major events like
ISCA’s Singapore
Accountancy
Convention
provided an
excellent platform
for members to
learn from global
thought leaders.

Enabling Members to
Stay Ahead of the Curve
This year, ISCA organised its signature
Singapore Accountancy Convention
themed “Staying Ahead of the Curve”,
acknowledging the hyper speed of
today’s world and the urgent need to
keep pace. Members who attended this
year’s Convention met distinguished
speakers discussing the latest, worldchanging issues in ethics, integrated
reporting (<IR>), accounting as well
as audit and assurance. The event
took place from July 30 to August 1 at
Marina Bay Sands, where delegates
heard from global thought leaders,
including Professor Arnold Schilder,
Chairman, International Auditing and
Assurance Standards Board (IAASB),
and Hans Hoogervorst, Chairman,
International Accounting Standards
Board (IASB).
December 2014
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Celebrating
Accountancy’s Champions
To strengthen the branding of the
accountancy profession in Singapore,
ISCA launched the inaugural Singapore
Accountancy Awards this year. The
Individual Excellence Awards comprise
the Accountant of the Year and Young
Accountant of the Year awards, while
the Business Excellence Awards
comprise the Practice of the Year,
Technical Excellence, Excellence in
People Development, and Excellence in
Productivity & Innovation awards. The
winners included the who’s who of the
local profession, up-and-coming young
accountants, and outstanding small
and medium-sized practices (SMPs).

Thought Leadership
through Research

During the year, ISCA collaborated
with local and global institutions to
undertake research on business and
accounting issues that impact the
accountancy landscape.
The ISCA-KPMG Risk Management
Study gathered insights on Singapore’s
risk management landscape and
assessed the state of adoption of risk
management practices among Singapore
Exchange (SGX)-listed companies.
Building upon ISCA’s initiatives
to champion <IR>, the ISCA-NUS
Integrated Reporting Survey 2014
sought to understand the level of
awareness of <IR>, and how it is
perceived among users of financial
statements as an emerging form of
corporate reporting in Singapore.
The ISCA-NUS Enhanced Auditor’s
Report Survey 2014 sought the views of
various stakeholders on the proposed
revisions to the Auditor’s Report. The
findings will inform the formulation
of future ISCA initiatives to raise the
level of awareness of the changes to
the Auditor’s Report as well as address
potential implementation issues.
The Institute also produced
opinion pieces and commentaries
on many of the leading issues in
accountancy, which were published in
28

IS Chartered Accountant

the IS Chartered Accountant journal
as well as mainstream media such as
The Business Times.

Benchmarking
Productivity in the
Accountancy Sector

ISCA, in partnership with SAP,
released the second ISCA Productivity
Scorecard and Benchmarking Survey
Report for the Accountancy Sector in
May. The study enabled participating
firms to measure and benchmark
Key findings of the SECOND ISCA PRODUCTIVITY SCORECARD
AND BENCHMARKING STUDY
BEST PRACTICES IN TECHNOLOGY ADOPTION BY SINGAPORE COMPANIES
Financial system
supports internal and
external accounting
requirements

Budgeting and
forecasting relies on

AR^ & BILLING
SYSTEM
SYSTEM

leads to

leads to

leads to

Full integration
between the

COMPREHENSIVE
AUDIT TRAIL INFO

to ensure
compliance
leads to

11.0% to

LOWER
AUDIT
Costs

FINANCIAL
DASHBOARD

leads to

15.6% to

28.7%

30.3%

22.4%
LOWER

LESSER
DAYS
to close

RECEIVABLES
Overdue

Finance leadership
who has access to a

UP-TO-DATE
INSIGHTS
FROM
MULTIPLE
FUNCTIONS
AND REGIONS

22.0% to

13.2% to

36.4%

5.5% to

24.2%

LOWER

SGA*

Annual
books

Expense

HIGHER REVENUE
per employee

Adoption among Singapore companies

73%

65%

61%

50%

60%

^Accounts Receivables

*Selling, General & Admin

PERFORMANCE METRICS - ACCOUNTING & FINANCE (A&F) FUNCTIONS
AVERAGE DAYS TO CLOSE ANNUAL BOOKS
SINGAPORE

27.9

FINANCE COST AS A PERCENTAGE OF REVENUE

1.5xLONGER
THAN

ON PAR

SINGAPORE

0.96%

WITH GLOBAL AVERAGE OF 0.93%

GLOBAL AVERAGE OF 18.5 DAYS

DAYS SALES
OUTSTANDING

1.27xLONGER THAN

56.8 DAYS

SINGAPORE

GLOBAL AVERAGE

GLOBAL AVERAGE

44.9 DAYS

PERFORMANCE METRICS - PUBLIC ACCOUNTING (PA) FIRMS
REVENUE PER EMPLOYEE

AVERAGE NUMBER OF TRAINING HOURS PER EMPLOYEE

1.53x

LOWER AS COMPARED TO
THE GLOBAL AVERAGE

2.74x

SINGAPORE:
30.3 HRS

LOWER AS COMPARED TO
THE GLOBAL AVERAGE

PROPOSAL
CONVERSION RATE

SINGAPORE:
$73,000

GLOBAL
AVERAGE:
$200,000

GLOBAL
AVERAGE:
46.3 HRS

20.8

GREATER THAN
% GLOBAL AVERAGE

s
The Institute will
continue to monitor
global developments,
such as IFRS adoption
and IASB’s leases
project, and establish
initiatives that
will empower our
members with the
necessary knowledge
to navigate through
these changes.

62.6%

SINGAPORE
GLOBAL AVERAGE

51.8%

their productivity levels against the
industry average. Participating firms
could also refer to the productivity
gaps identified to develop a roadmap
for improvement and track their
productivity improvements over time.

Helping SMPs Increase
Productivity

As a followup to the productivity
benchmarking effort, ISCA has been
promoting the adoption of technology,
human resource (HR) development
system, and training infrastructure
to SMPs. These efforts are beginning
to bear fruit. At the close of the Call-

The Singapore
Accountancy
Awards serve to
recognise business
and individual
excellence, promote
good practices and
strengthen the
branding of
the profession
and industry.
ISCA, the appointed Administrator of the Singapore QP, received the third intake
of Candidates this year.

IDA invited ISCA to share its work on
encouraging technology adoption among
SMPs at the 17th Infocomm Commerce
Conference panel session.

for-Collaboration for Software-as-aService initiative by the Infocomm
Development Authority of Singapore
(IDA) late last year, some 50 SMPs
had enrolled in the scheme to adopt
a cloud-based practice management
solution. When fully implemented,
these firms will enjoy more efficient
work processes, helping them raise
productivity.
The Institute has also facilitated
the efforts of several SMPs to tap on
the Singapore Workforce Development
Agency’s Enterprise Training Support
assistance scheme. The scheme
supports participating firms in engaging
consultancy firms to develop a robust
HR framework, helping to boost staff
productivity and retention.

Keeping Members
Updated

In line with Singapore’s efforts
against money laundering and
terrorism financing, ISCA developed
Ethics Pronouncement Anti-money
Laundering and Countering the

1 FATF (www.fatf-gafi.org) is an inter-governmental body
established in 1989 by the Ministers of its Member jurisdictions.
It is a policy-making body which sets standards and promotes
effective implementation of legal, regulatory and operational
measures for combating money laundering, terrorist financing
and other related threats to the integrity of the international
financial system.

Financing of Terrorism (AML/CFT)
– Requirements and Guidelines for
Professional Accountants in Singapore.
The requirements were developed
with international best practices
in mind, and fulfil the stringent
standards set by the Financial Action
Task Force (FATF).1
The pronouncement will
help members of the profession
familiarise themselves with the
new requirements, identify gaps in
their current AML/CFT systems and
improve their infrastructure to meet
the new requirements. To update
members on the new requirements,
the Institute held the ISCA Anti-money
Laundering Seminar in November.

Involving Members in
Global Developments

ISCA continues to advocate for its
members. Based on views gathered
from focus groups, the Institute
had submitted comment letters to
facilitate dialogue on the Framework
for Audit Quality issued by IAASB in
February. ISCA will follow up to also
develop more initiatives to reach out
to stakeholders, especially the nonauditor stakeholder groups, to raise
awareness of the Framework and the
concept of audit quality.
To support the development of the
Conceptual Framework on Financial
Reporting project by IASB, ISCA
submitted a comment letter outlining
the Institute’s perspectives. ISCA has
been monitoring the project closely
as the Framework sets out concepts
that form the bedrock of standards
development. ISCA also engaged the
views of members through a research

survey jointly conducted with the
Singapore Management University.
The Institute will continue to
monitor global developments, such
as IFRS adoption and IASB’s leases
project, and establish initiatives that
will empower our members with the
necessary knowledge to navigate
through these changes.

Supporting the Sector’s
Development through
Singapore QP
As the Administrator of the Singapore
Qualification Programme (Singapore
QP), ISCA has partnered SAC since
the early stages of the programme’s
development. Demonstrating this
successful partnership, the Singapore
QP has already received its third
intake of Candidates since its launch
in June 2013.
ISCA also works closely with SAC
to support the Accredited Training
Organisations (ATOs) and Candidates
in their Singapore QP journey. More
than 200 employers have since joined
the Singapore QP as ATOs to train
Candidates and provide them with
practical experience.

As we come to the close of the
year, we have moved one step closer
to realising our vision. With your
unflagging support as we go into 2015,
we are confident that we can make
even greater progress. Advancing
our members’ interests is an ongoing
commitment, and we will continue to
work hard to make major strides in
this respect. ISCA

Betsy Tan is Manager, Corporate Communications,
ISCA.
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Towards
Work-life
Integration
The Case for Flexi-work Arrangements
by

From Human Capital
magazine

A
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Achieving work-life
balance
According to the 2013/2014 Randstad
World of Work Report, Singaporean
employees placed increasing
importance on achieving work-life
balance, with half of employees polled
in 2013 ranking this as one of the
main reasons for staying with their
organisations. This is a significant
increase from the 15% in 2012.
More than half (55%) of employers
admitted that their organisations
could have done better in terms of
creating flexible work options, such
as variable work hours, job-sharing or
working from home. “In a salary-driven
market with high employee mobility,
leadership, flexibility, trust and

communication are all key factors that
contribute to employee satisfaction and
maintaining a strong employer brand,”
said Michael Smith, Country Director,
Randstad Singapore.
The report also revealed that only
a dismal 20% of Singapore employers
would adopt flexi-work to deal with
talent woes, significantly lower than
other developed economies in the region.

HR best practices to
attract and retain talent
In contrast, Victor Mills, Chief
Executive, Singapore International
Chamber of Commerce, pointed out that
as a general rule, most international
businesses these days always aim to roll
out HR best practices wherever they

Photo Shutterstock

shrinking
population. A
rapidly-ageing
workforce. A rapid
rise in working
caregivers.
Tracking
these gradual
societal changes
in Singapore,
NTUC FairPrice decided to develop what
it called a “family-friendly” workplace
and tabulated 400 shift-patterns for its
employees. What this means is that the
cooperative’s 9,000 staff have several
hundred different shift options.
Explaining how Singapore’s largest
supermarket cooperative manages
its workforce, Toh Hwee Tin, Director,
Family Development Unit, NTUC, said
that “NTUC FairPrice has gone into such
flexible arrangements in a big way”.
The reality of today’s business
environment is that companies have
little choice but to consider work-life
balance arrangements if they want to
attract and retain talent within their
organisations. Indeed, the notion of
balancing working life and personal
commitments is starting to change the
way people view their careers.

s
operate. “This is part of a determined
strategy to attract and retain global
talent,” he said. “These companies
have been responsive to the fact that
different benefits matter to people at
different stages of their lives.”
There are many ways to describe
the arrangements which allow
employees to manage their working
and personal commitments, whether
it is looking after a newborn or caring
for elderly parents. Some organisations
call it “flexi-work arrangements” while
others refer to it as “family-friendly
workplace”, “work-life balance” or
“work-life integration”.
Whatever the approach, many HR
practitioners now see the need to include
various flexi-work arrangements such

The reality of today’s business environment
is that companies have little choice but to
consider work-life balance arrangements
if they want to attract and retain talent
within their organisations. Indeed, the notion
of balancing working life and personal
commitments is starting to change the way
people view their careers.
as teleconferencing, videoconferencing,
hot-desking, job sharing, staggered
working hours, and working from home
as part of their HR responsibilities.

Family-friendly
workplaces

The underlying notion is that
key stakeholders, which include

employers and employees, in the
workplace are exercising more
autonomy in how commitments are
to be fulfilled. Enlightened businesses
are beginning to understand the
case for family-friendly workplaces
because it reduces the cost of
recruitment and training of staff,
explained NTUC’s Ms Toh.
December 2014
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In essence, employees are
being given more freedom because
department heads realise that they do
not need a physical headcount to be
present during stipulated hours for
work to be done.
On the employees’ part, clear and
measurable outcomes mean that the
onus is on them to be accountable, as
well as achieve and deliver the results
as planned.
While many acknowledge and
understand the logic and practicality
of the concept, the practice of flexible
work-life arrangements is still not
prevalent, based on statistics compiled
by Singapore’s Ministry of Manpower
(MOM) (Figure 1).

Why so critical for
Singapore?

Firstly, the Singapore population pool is
shrinking and this is reflected in

the declining marriage rates in
Singapore. In addition, people are
marrying later, and hence, couples
are having children later.
Secondly, Singapore’s society is
ageing. According to the Department
of Statistics, one in five Singapore
residents will be over the age of 65
by 2030, compared with the current
ratio of less than one in 10. Alongside
this is the rising longevity of the
Singapore population.
This shrinking population pool
and the ageing working population
have created what Ms Toh called a
“sandwich generation”.
On the one hand, working
Singaporeans have to look after their
newborns at a later stage in their lives,
compared with their parents and
grandparents. On the other, they also
have to meet the needs of their ageing
parents with longer life expectancies.

Family responsibilities are not just
restricted to raising children; they
also include caring for ill/injured
spouses, elderly parents or relatives,
and siblings with disabilities, among
others. There is no getting around the
fact that personal life will intrude,
and many of life’s situations must be
handled when they happen, and cannot
be left until after 6 pm.
Having a family-friendly workplace
that takes all these realities into account
constitutes a good bridge. NTUC, a big
advocate of the growing social need
for family-friendly workplaces, has
been educating various stakeholders,
including engaging members of the
Singapore Human Resources Institute.
Ms Toh drew attention to NTUC’s
workplace vision and explained how
organisations can take their first slow
steps in the journey to a more familyfriendly workplace (Figure 2).

Figure 1 Proportion of Establishments Offering Work-life Arrangements, 2007 to 2012
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Figure 2 Family-friendly Workplace Criteria: The NTUC Model

Source NTUC

In addressing the basic elements
of the spectrum, Ms Toh explained
that organisations must take the first
step, by providing a variety of flexible
working arrangements for employees.
The steps taken by NTUC FairPrice
are “far ahead” and could serve as a
learning tool for other organisations.

Source Ministry of Manpower

Flexi-travel for
employees
Helping to drive the move towards
flexible work arrangements, the
Singapore Land Transport Authority
(LTA) has recently launched the Travel
Smart Network initiative which aims
to encourage more companies to create
supportive environments for flexitravel for employees.
Since October 2012, 12 companies
have participated in a pilot to
implement various initiatives such as
telecommuting and allowing staff to
work from home before travelling to the
office after the morning peak period.
This scheme complements MOM’s
initiative to provide funding support
to improve work-life harmony, and to
recruit and retain back-to-work and
mature workers.
Under this new LTA scheme,
organisations with more than 200
employees are eligible to apply for the
government grant and participate in the
scheme. According to Jeremy Yap, Group
Director for Policy and Planning, LTA,
“what we found from the pilot study
is that support from employers, the
availability of flexi-work arrangements
and other supporting measures play
a significant role in employees’ ability
to travel flexibly, be it off-peak or even
working from home. The three key

ideas that bring about the change in
travel patterns are the facilitation
of telecommuting, the availability of
flexi-work options, and supporting
activities like the provision of morning
programmes such as exercise, teambonding or breakfast sessions before
work. With these encouraging results
from the trial, we know that there is
scope for more companies to participate
so more people can benefit from flexitravel and work arrangements”.
Kurt Wee, President, Association
of Small and Medium Enterprises,
expressed his hope that the government
will allow SMEs with at least 40
employees to benefit from LTA’s Travel
Smart Network scheme.
These initiatives and incentive
schemes are certainly encouraging, and
could provide the inspiration for other
organisations to review their talent
retention process and policies.
Having said that, there is no getting
around the reality that Singapore
companies are far from being fully
on board, and this will be to their
detriment. ISCA
The original, unabridged version of this
article was first published in Human Capital
(October–December 2014), a quarterly
publication of the Singapore Human
Resources Institute (SHRI). For more
information on Human Capital, please visit
www.shri.org.sg.
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COLLABORATION FOR PRACTICE EXCELLENCE

Uplifting the
SMP Community

10 Firms Collaborate
through OneSMP

by

Joelle Loy

O

neSMP first made headline news
on April 2013 when The Business
Times ran a cover story on the
alliance of 28 small and medium-sized
practitioners (SMPs) collaborating
on a technology platform for practice
management. The group has since
re-calibrated to focus beyond technology,
and is now made up of 10 SMPs which
are keen to share about best practices
in general.

Figure 1 ISCA Initiatives for Public Accounting Firms: At a Glance

OneSMP continues to serve
as a common platform to foster
collaboration among like-minded
and progressive SMPs, with
the objective of raising their
practice excellence, training and
development, and productivity, and
to subsequently also share these
initiatives or best practices with
other practitioners in the wider
SMP community.
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Benefiting more SMPs
Feedback from a member showed that
by joining OneSMP, the practitioner
gathered ideas that could help him
devise growth strategies for his practice,
and enabled collective efforts in raising
productivity for SMPs.
During the quarterly meetings, the
10 practitioners shared best practices,
exchanged knowledge and worked out
initiatives that can be rolled out to benefit
the broader SMP community.

Leading by example

Taking the first step is usually the
hardest, and OneSMP members have
often been the early adopters, making
the learning curve less steep for
subsequent users.
A good example is the Collaborative
Industry Project (CIP) to help
implement SSQC 1. Funded by SPRING
Singapore, and initiated by OneSMP
after the concept was refined several
times by its members, the project
includes the production of an inhouse
Process Manual (CIP-PM). Each
participating SMP can engage a
consultant to help develop a customised
quality control manual for the firm, and
undergo an SSQC 1 post-implementation

review by ISCA’s Quality Assurance
team to check if the firm has adopted
the controls appropriately. The project
can fund up to 70% of the consultancy
and manpower costs. Since its launch
in April this year, SPRING Singapore has
granted approval for 16 SMPs to receive
funding under the project; of these, seven
are OneSMP members.
Another OneSMP-led initiative is
the adoption of Workforce Development
Agency (WDA)’s Enterprise Training
Support (ETS) assistance scheme
for accounting firms. This scheme is
intended to help participating firms
develop and establish progressive
human resource systems and enhance
inhouse training infrastructure and
capabilities, including structured training
frameworks, and help raise the skills and
productivity of their staff. A company
participating in the scheme can receive
grants of up to SGD384,000 in total. In
addition to four OneSMP members, four
other SMPs have signed up for the ETS.
CA Practice PAC, which is a OneSMP
member, is the first to be awarded the
grant. The firm will receive funding
for both external and inhouse training,
development of on-the-job training
(OJT) blueprints and a human resource
December 2014
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development (HRD) system. Designed to
provide a guide on structured inhouse
on-the-job training for auditing staff,
the OJT blueprints will highlight the
necessary competencies to be acquired
by the staff to effectively carry out
his/her tasks. The HRD system, once
implemented, will enable the firm to
monitor and track the training progress
and learning outcomes of its staff.
Overall, this will help the firm in talent
management and retention. CA Practice
Managing Partner Rowland Kew shared
his experience with fellow practitioners
at an ETS Workshop and the SMP
Productivity Showcase, highlighting the
costs involved and the challenges he
faced. This was intended to encourage
more SMPs to take up the scheme.
As a followup, ISCA has, in
collaboration with WDA, appointed
a vendor to develop 10 different OJT
blueprints, covering the 10 most
common audit tasks. OneSMP members
have, as a group, been generous in
coming forward to provide practical
inputs and refine the OJT blueprints so
that these will be suitable for most SMPs.
The project is expected to be completed
soon, with the blueprints made available
to participating SMPs in early 2015.

Customised for SMPs

In the early days of its formation,
OneSMP supported, if not catalysed,
the adoption of cloud-based practice
management software solutions to help
firms more efficiently manage their
resources and better engage their clients.
They participated in the Infocomm
Development Authority of Singapore
(IDA)’s Call-for-Collaboration (CFC)
for Software-as-a-Service, under which
two vendors were awarded approval
to develop their respective practice
management solutions for SMPs. This
CFC for the accountancy sector achieved
a formal sign-up of close to 50 accounting
firms. To help scale up the deployment
and double the adoption rate among
accounting firms, the CCH iFirm practice
management solution has now been prequalified under IDA’s new programme
36
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Table 1 Adoption of ISCA Initiatives by OneSMP Members
No. of OneSMP
members

No. of PA
firms

PAW-AWP1
(Practical Audit Workshop, Level 1)

7

71

CIP-PM
(Collaborative Industry Project for Process
Manual — to support SSQC 1 implementation)

7

16

ETS
(WDA’s Enterprise Training Support
assistance scheme)

4

8

IDA CFC
(IDA Call-for-Collaboration for cloud-based
practice management solution)

3

47

Initiatives

called Enhanced iSPRINT. Participating
firms will receive up to 70% funding of
the subscription fees over a period of 24
months, similar to the earlier CFC. The
enhancement under the new programme
is that firms need to pay only 30% of
the fees to the vendor, with the vendor
claiming the remaining 70% from IDA.
This will streamline the claims process
for the participating firms.
Through the OneSMP channel,
feedback is regularly gathered on
system improvements and ideas on the
desired enhanced work modules. These
comments are provided to IDA and other
government agencies to refine existing
programmes so that they are more suited
to the accountancy sector, and can better
benefit the wider SMP community.

Many hands make
light work

As the national accountancy body, ISCA
actively initiates programmes that add
value to members and their firms. Figure 1
provides an overview of the Institute’s
capacity and capability-building
initiatives for public accounting firms.
These schemes are well received, and
Table 1 shows the number of initiatives
that OneSMP members, as well as those
beyond OneSMP, have signed up for
between July 2013 and October 2014.
At the inaugural SMP Dialogue
organised by ISCA, CA Practice’s Mr Kew,

and Terence Ng, Partner and Co-Founder,
Ardent Associates, both members of
OneSMP, were very pleased to be part
of the panel discussion to share the
challenges they faced, as well as the
benefits they gained, from adopting
productivity improvement projects
in technology and human resource
development. The SMP Dialogue, with
the theme “Beyond the Status Quo:
Valuable Lessons for SMPs”, took place on
October 17.
The true spirit of OneSMP is about
giving and sharing. Each member
actively contributes his/her views and is
committed to adopt at least one initiative
a year. Tan Khoon Guan, Director, KG Tan
& Co, who chairs OneSMP, is pleased
with the progress of the group in terms
of engagement, and hopes to achieve
stronger collaboration among members.
Moving forward, each member is
expected to share outside of the group so
that more SMPs can be made aware of the
numerous initiatives available to them.
OneSMP is looking to expand,
and hopes for more like-minded and
progressive practitioners to journey
together to achieve practice excellence.
If you feel you can contribute, come join
OneSMP and play a role in helping to
uplift the SMP community. ISCA

Joelle Loy is Manager, Industry
Development, ISCA.

Revised Guidebook
for Audit Committees

Sharpening the Focus on Risk Management
and Internal Controls

by

Irving Low

internal control practices, among
other things.
To help ACs in their role, the
Monetary Authority of Singapore
(MAS), together with the Accounting
and Corporate Regulatory Authority
(ACRA) and SGX, has updated its

Guidebook for Audit Committees
(Guidebook) (Figure 1) to ensure its
continued relevance. It is the second
edition of the Guidebook, which
was first developed by the Audit
Committee Guidance Committee
(ACGC) and issued in October 2008.

Figure 1 Revised Guidebook for Audit Committees: A Quick Glance

T
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he role of the Audit Committees
(ACs) today is far reaching.
Focused on overseeing financial
statement integrity at the core,
many ACs are also tasked with
overseeing risk areas such as
regulatory change, technology
advancements and cyber security,
geopolitical (in)stability, business
disruptions and reputational risk.
In Singapore, ACs are also required
to account to the Board of Directors
on the adequacy and effectiveness of
risk management and internal control
systems covering financial, operational,
compliance and information technology
risks and controls.
Changes in the Singapore
Exchange (SGX) Listing Manual
and the revised Singapore Code of
Corporate Governance 2012 (the
Code) have now placed greater
emphasis on the responsibilities of
the Board of Directors with regard
to a company’s risk management and

What companies can expect:

Updated references to
relevant legislation,
listing rules and CG code

More practical insights and
examples – there are now 9%
more topics and 24% FAQs
and case studies

Enhanced guidance,
especially in relation to risk
management and internal
controls

Companies should take the opportunity to:
COMMUNICATE

CLARIFY

CONFIRM

Ensure AC members are
aware of the new Guidebook
and have been briefed on the
key changes

Consider AC roles and
responsibilities – do current
terms of reference reflect
actual and/or expected AC
roles and responsibilities?

Validate what mechanisms
and processes are deployed
across the organisation to
provide timely, accurate and
complete insights into the
risk management and internal
control systems
December 2014
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Revised Guidebook for Audit Committees

In September, KPMG hosted a
forum to discuss the recent launch
of the new Guidebook. In his opening
remarks, Tham Sai Choy, Managing
Partner, KPMG in Singapore and
Chairman, KPMG Asia Pacific, had
said, “Since the Guidebook was
launched in 2008, the global financial
crisis has raised expectations of
corporate governance standards
around the world. It is important
that Singapore keeps up. We’ve also
seen what you might call a trust
deficit in the business community
– leading to increased regulations
and far more scrutiny on businesses,
with fundamental questions being
asked about the role of corporate
governance. All these developments
have sharpened the focus on ACs.”
Mr Tham’s view was shared by
Yap Chee Keong, Chairman, Netlink
Trust. “Increasingly, regulators
are expecting ACs everywhere to
step up to the plate, become subject
matter experts in the field of risk
management, and improve the quality
of a company’s audit,” he said.
Kevin Kwok, Governing Council
Member, Singapore Institute of
Directors (SID), agreed. He sees the
new Guidebook as a “timely refresh”,
a useful resource for AC members in
navigating future challenges.

Renewed focus on
risk management and
internal controls

A Work Group formed by MAS,
ACRA and SGX in mid-2013 was
tasked with reviewing the original

"Increasingly,
regulators are
expecting
ACs everywhere to
step up to the plate,
become subject
matter experts in
the field of risk
management, and
improve the
quality of a
company's audit.”
YAP CHEE KEONG
Chairman, Netlink Trust

Guidebook. “We started the process
by asking, what do stakeholders
want to see more of?” shared Danny
Teoh, Chairman of the Work Group
to review the Guidebook for Audit
Committees (Second Edition). “It
was clear there were lots of requests
for more guidance on assessing risk
management and internal controls.
We also focused on the criticality of
getting the AC tone right at the top
to drive the right culture and ethical
values throughout the organisation,”
he explained.
A challenge facing many ACs
in practice is clarifying the risk
appetite of the organisation. Irving
Low, Partner and Head of Risk
Consulting, KPMG in Singapore, and
member of the Work Group, remarked,
“AC members have said that a key
challenge they face is in clearly
articulating and operationalising

“It was clear there were lots of requests for
more guidance on assessing risk management
and internal controls. We also focused on the
criticality of getting the AC tone right at the
top to drive the right culture and ethical values
throughout the organisation.”
DANNY TEOH
Chairman, Work Group to review the
Guidebook for Audit Committees (Second Edition)
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the risk appetite and tolerance levels.
Having this well understood across
the organisation is fundamental to the
board and ACs’ ability to provide an
opinion and comment on the adequacy
and effectiveness of risk management
and internal controls.”
The regulatory and industry
developments and increased scrutiny
have “sharpened the focus on risk”,
observed Netlink Trust’s Mr Yap.
Besides covering relevant changes
in the regulations and guidelines, the
Work Group also refreshed the case
studies and introduced guidance
on new areas of concern to ACs that
were not covered previously. A new
“definitions” section for critical risk
management and internal control
concepts was also developed.
The importance of establishing
a Board Assurance Framework
that integrates enterprise risk
management, internal control and
assurance systems was also specified,
including more guidance provided on
establishing the CEO/CFO certification
and control self-assessment process.
Oversight structures, the
interaction between ACs and the Board
Risk Committees, setting risk tolerance
limits, and determining disclosures
that satisfy obligations under the
revised SGX Listing Rules and the Code
are other areas where additional
guidelines have been provided.
In addition, the revised Guidebook
highlights the importance of building
accountabilities for risk management
and internal controls across all layers
in the organisation. This is particularly
important where organisations have
complex structures or operate across
multiple jurisdictions. Ensuring a clear
and common language and process
for risk management and internal
controls is critical for boards and ACs
to discharge their obligations.
As KPMG’s Mr Tham explained,
“It is clear that many ACs are focusing
on the third line of defence – that is,
seeking an independent assurance –
rather than on the first line
(a company’s business governance

s
... the Work Group
also refreshed the
case studies and
introduced guidance
on new areas of concern
to ACs that were not
covered previously.
A new “definitions”
section for critical
risk management
and internal control
concepts was
also developed.
and policy management), and
second line (risk management and
compliance). But ACs need to get
a good hold on what’s happening
in terms of risk management and
internal controls all the way up the
line. There needs to be a holistic
assessment of what needs to be done
across all the lines of defence.”
Indeed, a recent ACRA study on audit
adjustments1 found that auditors had
proposed over SGD33.9 billion worth
of adjustments for 257 companies for
the financial year ending 2013. Yet
most companies surveyed issued
“clean opinions” on the adequacy of
their internal controls. This suggests
a disconnect might exist in risk
management and internal control
information across the “lines of defence”.
To address this, the relationship
between ACs and their internal
auditor is critical. Internal audit,
as Work Group Chairman Mr Teoh
observed, acts as the “eyes and ears”
for the AC, and needs to have a strong
and open relationship to deliver both
good and bad news.
Besides risk management and
internal controls, the Work Group
also introduced revised guidance
on such areas as AC composition.
1

Audit Adjustments Matter: Upholding Financial Reporting Quality
is an ACRA-commissioned study to ascertain the quality of financial
statements prepared by SGX-listed companies prior to an audit.

“Directors on a company board can no longer
sit back and pretend that ACs are responsible
only for financial statements. They are also
responsible for risk management and there's
a lot for them to do, from greater diligence
to developing stronger processes.”
KEVIN KWOK
Governing Council Member,
Singapore Institute of Directors

Key changes here include the new
requirements to disclose AC terms
of reference and for at least two
AC members, including the AC
Chairperson, to have recent and
relevant accounting or related
financial management expertise
or experience.
The section covering the AC agenda
has also been reworked, with better
practice guidance given on the new
requirements for planning, training,
Interested Person Transactions (IPT)
and whistle-blowing.
Sections on internal and external
audit, and financial reporting have
also been refreshed to bring them in
line with industry best practices.

Smarter risk
management

The standards in the new Guidebook
have been set high in order tohelp ACs
meet rising external expectations.
“The standards in the Guidebook
are very high – they are best practice,

“The standards
in the Guidebook
are very high – they
are best practice,
after all. The game
has changed, and
nowadays, ACs are
expected to do so
much more.”
ADRIAN CHAN
Partner, Head of Corporate,
Lee & Lee

after all,” said Adrian Chan, Partner,
Head of Corporate, Lee & Lee. “The
game has changed, and nowadays,
ACs are expected to do so much
more.” In practical terms, he sees the
Guidebook as being useful both as a
“shield” and a “sword” – that is, for
defence and as a catalyst for change.
It is a “conversation starter” for the
discussions on risk management that
need to take place among the ACs,
CFO and CEO.
More fundamentally, it is a “wakeup call”, observed SID’s Mr Kwok.
The new Guidebook reminds us how
much the role of board directors has
changed since the global financial
crisis, due to changing expectations
of shareholders and increased
regulations. “Directors on a company
board can no longer sit back and
pretend that ACs are responsible only
for financial statements. They are
also responsible for risk management
and there’s a lot for them to do, from
greater diligence to developing
stronger processes.”
As a tool, the Guidebook is a onestop guide that brings together key
requirements and best practices to
reassure and challenge AC members
in their current practices. “Overall, it
is a welcome tool that helps ACs check
and align their current governance
practices to meet requirements and
fulfil the vital stewardship role they
play in corporate governance,” said
KPMG’s Mr Low. ISCA
Irving Low is Partner and Head of
Risk Consulting, KPMG in Singapore.
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Say on Pay
for Singapore
Companies

Should Shareholders Have Voting Rights
on Executive Remuneration?

by

Clarence Goh

I
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SoP votes. With the enactment of the
Dodd-Frank Act in 2011, all public
companies are now also required to
hold non-binding SoP votes.
Evidently, SoP is becoming
increasingly commonplace. According
to a 2013 report by the Hay Group,
12 of 16 major jurisdictions studied
– including Australia, the UK and US –
had some form of SoP legislation in place.

SoP in Singapore

In Singapore, there have been calls to
introduce SoP. During the Singapore
Corporate Awards Seminar in May 2014,
Lee Suet Fern, Managing Partner of
Stamford Law Corporation, called for

Singapore to consider adopting SoP.
She noted that Singapore would have to
decide whether to take up SoP practices
that are being adopted internationally,
or “be Robinson Crusoe and ride far out
there and be different from everybody
else”. She further added that SoP will
ensure that management is directly
accountable to shareholders, and
could also help companies reduce their
reliance on a “hero CEO”.
However, others have cautioned
against the idea. At the same event,
Singapore Exchange (SGX) Chairman
Chew Choon Seng suggested that SoP
“may have the perverse effect that
shareholders, for whatever reason,
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n the corporate setting, the CEO
and senior executive remuneration
is typically determined by the
Board of Directors. In many countries,
corporate governance codes have been
developed to provide guidance on such
remuneration practices. However, there
has been a recent trend of countries
adopting regulation which allows
shareholders some form of voting
rights on executive remuneration. Such
voting rights are commonly referred to
as Say on Pay (SoP) votes.
While certain aspects of individual
SoP regulations may differ – for
example, votes can be binding or nonbinding – they are generally instituted
with the aim of incentivising boards to
act in the interests of shareholders and
to avoid awarding executives excessive
pay packages.
SoP first appeared in the UK in
2002, when the Directors’ Remuneration
Report Regulations required all UK
companies listed on major exchanges
to hold non-binding SoP votes on
executive compensation annually. In
2013, regulations were updated to give
shareholders a binding vote.
In the US, SoP was introduced
as part of the Troubled Asset Relief
Program (TARP) in 2009 when
companies with outstanding financial
assistance loans were required to hold

s
Say on Pay votes establish a
mechanism for shareholders
to directly express their
displeasure over executive
remuneration matters.
Consequently, SoP can
potentially be effective in
preventing inappropriate
executive pay.

refuse to compensate executives fairly,
damaging the prospects of the company
and deterring much-needed talent from
joining the company, particularly one
that is troubled”.
Gerard Ee, President, ISCA, also
observed that many companies here
are comparatively small, and would
“find it a great burden to follow
compliance rules”.
Given these diverse views on
implementing SoP in Singapore, it might
be useful to highlight some considerations
for and against its adoption.
1 Sodali is a global leader in corporate governance consulting,
shareholder transactions and institutional investor relations.
2 Semler Brossy is an established, independent executive
compensation consulting firm.

Considerations for
adopting SoP
SoP represents a direct way of
enhancing board and management
accountability to shareholders. Without
SoP, shareholders can only voice their
disapproval of executive remuneration
by voting against the re-election
of board members involved in the
setting of executive pay. Such votes
are non-specific and do not clearly
signal shareholder unhappiness about
excessive executive pay.
In contrast, SoP votes establish
a mechanism for shareholders to
directly express their displeasure over
executive remuneration matters.

Consequently, SoP can potentially
be effective in preventing inappropriate
executive pay. In Canada, where the
introduction of mandatory SoP is
being debated, proponents say that
it can increase the accountability,
transparency, and performance linkage
of executive pay in the country.
Consistent with this, a 2012
report by Sodali1, which surveyed
35 institutional investors from
10 countries, showed that four out of
five institutional investors support
the SoP voting process. The report
also noted that “the survey results and
comments from respondents make
clear investors view the say-on-pay
vote as a highly successful corporate
governance tool that provides insight
into board independence and a
means to promote dialogue on both
governance and strategic issues”.
Further, concerns that shareholders
could potentially use SoP votes to
wilfully reject executive pay packages
may be unfounded. Analysis of SoP
voting trends in the US by Semler
Brossy2 reveals that in the first half of
2013, 1,759 out of 1,800 firms obtained
shareholder support in their SoP votes,
with 72% of companies receiving at
least 90% shareholder approval.
Overall, only the most flagrant pay
practices tend to be voted down by
shareholders. These negative examples
which are rejected by shareholders
often also play a useful role in
subsequently serving as benchmarks
for firms keen to avoid controversial
pay practices.
December 2014
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s
... a joint 2011 study by
NUS’ Centre for Governance,
Institutions & Organisations and
Family Business Network Asia
found that 52% of SGX-listed
firms are family-owned – the
ability and hence motivation
for minority shareholders to
influence remuneration policy
through Say on Pay votes might
be relatively low here.
In these respects, SoP could
play a meaningful part in reducing
inappropriate executive compensation.

Considerations against
adopting SoP
However, another school of thought
is that shareholders may not be able
to make better or more informed
decisions than the Boards of
Directors when voting on executive
remuneration. A 2009 article from the
University of California, Los Angeles
(UCLA), opines that “shareholders
have neither the information nor the
incentives necessary to make sound
decisions on either operational or
policy questions”.
Given the length and complexity of
disclosure documents, and that most
shareholders’ holdings are likely to be
too small to significantly influence SoP
voting outcomes, it is probable that
the average shareholder could decide
that “the necessary investment of time
and effort in making informed voting
decisions simply is not worthwhile”.
Correspondingly, leaving decisions
on executive pay in the hands of
shareholders may not lead to optimal
outcomes for the firm.
Additionally, SoP regulation can
impose a significant compliance and
administrative burden on firms. A
Tower Watson3 survey of US firms
in 2011 found that for 40% of
respondents, the “desire to minimise
3

Tower Watson is a leading global professional services company
that helps organisations improve performance through effective
people, risk and financial management.
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administrative burden” influenced
how often they intended to hold SoP
votes. The survey further noted that
in addition to resources allocated to
holding SoP votes, companies also had
to devote significant resources to other
associated activities such as:
Analysis and communication of
voting results;
Development of outreach
programmes to address shareholder
concerns and to lay groundwork for
future votes;
Development of new compensation
packages (if required).
In Singapore, the Code of Corporate
Governance currently only requires
firms to disclose the various components
of a CEO’s remuneration to the nearest
thousand dollars, and those of the top
five key management personnel in
bands of $250,000. SoP may require
excessive disclosures that inadvertently
harm a firm’s competitive interests.

Cost-benefit analysis

Caution should be exercised in
determining whether or not to move
ahead with SoP in Singapore. In this
regard, a thorough cost-benefit analysis
of the relevant issues would provide
a useful context for furthering the
discussion on SoP here.
In gauging the potential benefits
that SoP could bring, the extent and
severity of the existing executive
pay problem in Singapore should be
assessed to determine the degree to

which shareholders stand to gain from
any new regulation.
Any Singapore-specific factors
which could limit the knowledge or
incentives of investors to cast informed
votes should also be identified because
they may reduce any potential benefits
to be gained from mandating SoP votes.
For instance, given that the majority
of SGX-listed firms are family-owned
– a joint 2011 study by NUS’ Centre for
Governance, Institutions & Organisations
(CGIO) and Family Business Network
(FBN) Asia found that 52% of SGX-listed
firms are family-owned – the ability
and hence motivation for minority
shareholders to influence remuneration
policy through SoP votes might be
relatively low here. Additionally, the
overall benefits of SoP should be
measured against the significant costs
associated with additional compliance,
administration, and disclosure that local
firms would have to shoulder should
SoP become mandatory.
Given the comparatively small sizes
of Singapore firms, administrative loads
are likely to represent a significant
burden. The introduction of SoP
requirements will also certainly require
more extensive disclosures of executive
remuneration than is currently
required, and could compromise any
competitive strength which firms may
hold in this area. ISCA

Clarence Goh is Manager, Research, ISCA.
An edited version of this article was
first published in The Business Times on
14 October 2014.

Stamp Duties
in Action
and Reaction

Clearing the Air on
Revenue Legislation

by

Joanna
Wong

S
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tamp duty, unlike income tax, is
a documentary tax. Duty is paid
on the instrument (documents).
Without the instrument, case law has
shown that no duty is liable.
The Stamp Duties Act (SDA) was
dissected at the Authors Boost Clarity
technical session organised by the
Singapore Institute of Accredited Tax
Professionals (SIATP) in partnership
with LexisNexis. Helming the session
were Accredited Tax Advisors
Leung Yew Kwong and Tan Kay Kheng,
co-authors of the newly-launched

LexisNexis Annotated Statutes of
Singapore: Stamp Duties Act (Second
Edition). Tax professionals had the privilege
of gaining invaluable insights on the
judgements in various notable cases and
a better understanding of Section 15 relief.
The Stamp Duties (Relief from Stamp
Duty upon Transfer of Assets between
Associated Permitted Entities) Rules
2014, which was touted as possibly
one of the most complicated provisions
in revenue legislation, was deemed to
have come into operation in February
2005. The Rules embody the changes
announced at the Singapore Budget over
the years.
Stamp duty relief applies when the
transaction is between closely associated
entities as the transaction is more an
administrative matter than a sale in the
ordinary sense. It is thus important to
determine the relationship between
entities to understand if the relief applies.
In determining the relationship between
entities, it should be noted that voting
capital does not necessarily co-relate

with voting power, as can be seen in the
Hong Kong case of Collector of Stamp
Duty v Arrowtown Assets Limited (2004).
In the case, there were substantial nonvoting shares, yet that did not satisfy the
Hong Kong statutory rules for relief.

Key Terms

To determine the relationship between
entities, a thorough understanding of
various terms is essential.

Permitted Entity

A permitted entity refers to a company,
statutory body or a limited liability
partnership (LLP) where the contributed
capital of the partnership is entirely
held by a company, statutory body, LLP
or registered business trust (RBT). The
reliefs involving a transfer of an RBT is
however considered under Section 74
instead of Section 15(1)(b). Where the
transfer of an RBT satisfies the spirit and
structure of the new Stamp Duties Rules,
an application may be made for the relief
for transfers of RBTs.
December 2014
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Asset
An asset where stamp duty applies refers
to immovable property, stocks or interest
under any mortgage or debenture held
by the entity.

Transferee and Transferor

A transferee entity refers to a permitted
entity which can be a company, statutory
body, LLP or RBT to whom any beneficial
interest in an asset is transferred,
conveyed or assigned. A transferor entity
refers to a permitted entity by whom any
beneficial interest held by it in an asset is
transferred, conveyed or assigned.
The first step in determining if
reliefs apply is to correctly identify the
transferee and transferor of the asset.
The next step is to determine if they are
associated as only associated entities
qualify for reliefs.

Associated Entities, Rule 3(1)(b)

Associated Entities, Rule 3(2)

Applications and Analyses
Similarity between S33A
in SDA and S33 in ITA, but
Impact Unclear

Where the business structure comprises
a chain of one or more entities, Rule 3(2)
stipulates that the rules for voting capital
and voting power are to be applied
throughout the chain to determine the
association between entities.
With a better understanding of the
fundamentals of SDA, the Act can now
be analysed on its application in light of
case laws.

With the similarity in language between
both Sections 33A in SDA and S33 in
ITA which pertains to anti-avoidance
provisions, the decision in the AQQ case
must be considered.
In the AQQ case, the Court of Appeal
held that the taxpayer’s financing
arrangement amounted to tax avoidance
within Section 33 of ITA. The section
should be read purposively and the
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intent of the Act must be upheld. The
Comptroller had acted ultra vires in
issuing the additional assessments for
the Years of Assessment (YAs) 2004 to
2006 and these were discharged. The
Notice of Assessment for YA2007 was
however found to be valid.
Unlike Singapore, there is no general
anti-avoidance rules (GAAR) in SDA in
some countries such as in the Australian
states of New South Wales and Tasmania.
The rationale lies in stamp duty being a
tax on instruments or documents and not
transactions and business arrangements.
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Since 16 January 2014, two entities are
considered associated if either of the
following conditions applies:
One of the permitted entities is the
holding entity of the other permitted
entity, and is the beneficial owner,
whether directly or indirectly, of
75% or more voting capital (that is,
shares with voting rights) and
more than 50% voting power of
the other entity;
A third permitted entity is a holding
entity of the two permitted entities
and is the beneficial owner, whether
directly or indirectly, of 75% or
more voting capital (that is, shares
with voting rights) and more than
50% voting power, in each of the
two permitted entities.

Accredited Tax Advisors Leung Yew Kwong, Principal Tax
Consultant, KPMG Services (left), and Tan Kay Kheng,
Partner and Head of Tax Practice, WongPartnership,
led the discussion on stamp duty reliefs.

Stamp Duty in Action
and Reaction
Buyer’s stamp duty is calculated as
3% less $5,400 for the first $360,000.
In UOL Development (Novena) Pte
Ltd v Commissioner of Stamp Duties
(CSD) (2008), the sale to the developer
was considered an en bloc sale while
in Lai Ling Wan (alias Lily Lai) v CSD
(2011), the purchase of 83 units in a
condominium project by an individual
was considered as multiple contracts
where 83 sale and purchase agreements
were signed. This enabled a savings
of $5,400 for each of the second and
subsequent 81 contracts, unlike the
former where it was considered as a
single purchase.
Interestingly, the above decisions
seem incongruent and odd. On the one
hand, there were one purchaser
(developer) and multiple sellers
(unit owners) in the en bloc sale,
yet it was held that it involved
Stamp duty reliefs apply
only one contract. On the other
hand, there were one purchaser
when the transaction
and one seller in Lai Ling Wan
is between closely
v
CSD but it was held that
associated entities
there were multiple contracts.
as the transaction is
Both cases also discussed the
more an administrative
provisions in Section 33A of SDA.

s

matter than a sale in
the ordinary sense.
It is thus important
to determine the
relationship between
entities to understand
if the relief applies.

Application for
Adjudication

Buyers who seek the opinion
of CSD on duty chargeable may
apply for adjudication and
subsequently appeal to the High
Court within 30 days, if there
is a disagreement. This process

differs from disagreements in notice of
assessments of income tax.
At the Appeal Court, the facts are
assumed to be true and there is no
questioning of witnesses. The case
stated would refer the question of law
to the given facts. If the given facts are
insufficient, the court can direct an
amendment of case stated. This was
evidenced in Doris Cheok v CSD (2010)
where witnesses were not permitted to
be called for questioning.

Recent Changes to SDA

There have been recent changes
to SDA. There is no need to submit
original documents for refund claims
and relief has been extended to seller’s
stamp duty arising from business
restructuring in the transfer of
industrial properties, and residential
and mixed-residential properties.

Looking Ahead

From the developments in recent years,
it is clear that a relief may be upheld
if transactions fall within the spirit of
the relief but may not have met certain
conditions, and S74 continues to apply.
What a relief this must be to
tax professionals and tax lawyers
to understand SDA in action
(application). ISCA
Joanna Wong is Assistant Director, SIATP.
This article is based on SIATP’s Authors Boost
Clarity session facilitated by Accredited Tax
Advisors Leung Yew Kwong, Principal Tax
Consultant, KPMG Services, and Tan Kay
Kheng, Partner and Head of Tax Practice,
WongPartnership. For more tax insights,
please visit www.siatp.org.sg.
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Explaining
Audit Market
Structure
and Reforms

Understanding Contexts and Implications (Part 1 of 3)

by

Tan Boon Seng

T
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1

“True” means free from material misstatement; “Fair” means the
accounting information reflects the economic substance rather than
the legal form. Accounting conservatism still applies and the phrase
“true and fair” should be interpreted in that context.
2
“Shining a light on the auditors”, The Economist, 7 December 2013;
www.economist.com/news/business/21591227-making-companiesauditors-more-independent-will-be-tough-task-regulators-shining-light
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his article is the first of a series
of three articles analysing key
aspects of the audit market
reforms in major jurisdictions. There
is an active conversation about audit
market reforms among accounting
professionals which often assumes
that the participants understand the
contexts of the reforms. Concurrently,
the strategy and work plan for 2014–
2018 of the ethics standard-setter
– the International Ethics Standards
Board for Accountants – has specific
projects to re-examine the ethics
code relating to the long association
between auditors and their clients,
and provision of non-audit services by
incumbent auditors (sections 290 and
291 of the code). The analysis in the
forthcoming two articles provides a
basis for thinking about these issues.
Auditors are expected to provide
independent opinions on whether the
financial statements are “true and
fair”1. The post-Enron audit market
reforms – from the US SarbanesOxley Act in 2002 to the European

Union reform package announced in
2014 – target preserving the auditor’s
independence and consequently audit
quality. The concern with preserving
independence arises because
auditors are paid by the firm and
appear beholden to the pay master.
Historically, auditing arises from
the need of shareholders to monitor
managers as business becomes
complex (the stewardship argument).
The firm has always been the party
paying the auditor, even before the
1934 US Federal Securities Acts that
literally jumpstarted the market for
external audit.
This independence concern alludes
to the peculiarity of the arrangement
in the audit market. The firm pays
for auditing but has an incentive to
show better earnings – therein lies
the inherent tension that audit market
reforms are trying to correct. An
article in The Economist magazine’s
December 2013 issue states, “Auditors
have a conflict of interest at the heart
of their business – they are paid by the
companies they are supposed to assess
objectively. Unless that changes, there
will be no substitute for investors
doing their own due diligence.”2 This
assessment begs two questions, whose
responses would provide the context to
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discuss audit market reform: Besides
the historical reason of stewardship,
what is the economic logic of auditing?
Why has the arrangement that the
firm pays its auditor survived so many
rounds of audit reforms?
We used a thought experiment to
explain the economic logic of auditing
in today’s capital market.

A Thought Experiment
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The value of audit is
to enable the smooth
functioning of the
capital market; the
capital market – and
consequently the
market economy –
would be much smaller
without auditing.
Who Should Pay
the Mechanics?
There are three candidates – buyers,
sellers and the government. Buyers
seem to be the obvious choice.
However, potential buyers need
the certification before deciding to
be buyers. Once the certification is
produced after payment by the first
potential buyer who decides not to
buy, the value of the information is
undiminished for subsequent potential
buyers. This situation is a free-rider
problem where nobody is willing to
pay first.

What if sellers pay the mechanics?
This arrangement overcomes the
free-rider problem. Moreover, it is
socially less expensive to pay for
one certification than having each
potential buyer pay for a certification.
However, if sellers are paying the
mechanics and possibly making them
beholden to the sellers, then the
certifications are not very credible
to buyers.
There is always the government,
which as a last resort, might pay for
a public good. This arrangement will
remove the free-rider and credibility

Photo Shutterstock

Suppose there are two types of used
cars – good ones worth $2,000 and
bad ones worth $1,000 each – with
equal numbers of good and bad cars
available for sale. If buyers and sellers
do not know the type of car they
have, used cars will be sold at $1,500
because at that price, both parties have
an expected gain of zero. If you are a
seller, there is a 50% chance you have a
bad car and gain $500 from selling it at
$1,500, a 50% chance you have a good
car and lose $500 from selling it at
$1,500, and therefore have an expected
gain of zero. If the price is higher than
$1,500 under the condition that neither
party knows the quality of the car, the
seller will gain at the expense of the
buyer, and the buyer will refuse to buy.
If only the sellers know the car
quality, owners of good cars will
withdraw because $1,500 is below
the value of good cars, but owners
of bad cars will remain eager to sell.
There is no longer an equal chance of
getting good or bad cars. The price
must drop to maintain a zero expected
gain, thus making it even worse for
owners of good cars. In the end, only
bad cars remain in the market and sell
for $1,000.
The moral of the story is that if
only the sellers know the quality at the
point of sale, good cars will disappear
from the market because no one
will pay the price of a good car. This
situation is bad because buyers willing
to pay for a good car cannot have one.
What if there is a trusted and
competent mechanic to certify good
cars for a fee? Good cars re-enter the
market and contribute to the happiness
of drivers.

problems. However, the government
collects its revenue from tax payers
who include non-participants of
the used car market. Hence, this
arrangement may not be equitable or
politically feasible.

Lessons for the
Audit Market

The thought experiment explains the
economic logic3 of auditing, without
3

We did not invent this logic. The credit goes to George Akerlof, Nobel
Laureate in Economics, whose pioneering work on adverse selection
arising from asymmetry of information cites the used car market
as the example. Akerlof’s paper is “The Market for Lemons: Quality
Uncertainty and the Market Mechanism”.

which the allocation of capital becomes
inefficient. Therefore, the value of audit
is to enable the smooth functioning of
the capital market; the capital market –
and consequently the market economy
– would be much smaller without
auditing. The discussion of the problem
of who should pay the mechanics laid
out the trade-offs in the three choices.
The current audit market chooses
the “seller pays” approach for
historical reasons, and puts in three
safeguards to ensure the credibility of
audit to the users of audited financial
statements. First, most companies

that require statutory audit handle
audit matters through their Audit
Committee to inject independence
between management and audit staff,
and ensure that the board is fully
aware of audit issues. Second,
auditors are licensed and therefore
subject to sanctions for malpractice
on top of existing tort and criminal
laws. Third, professional norms based
on ethics have a strong influence on
the auditors.
These safeguards are not foolproof,
and reforms follow with each round
of crisis. Radical reform away from
the “seller pays” approach suggested
by The Economist magazine risks
throwing the baby out with the bath
water, and is currently a minority view.
This article points out the
trade-off in radical reform, and
provides the basis for our assumption
that reform will continue on the “seller
pays” basis (to be discussed in the next
two articles).
Current audit market reforms
in major capital markets focus on
a package of several measures,
where each measure is based on
an analytical relationship between
a variable and audit quality. For
example, the (assumed) negative
relation between audit tenure and
audit quality gives rise to some policy
combinations of mandatory firm
rotation, partner rotation and retendering of auditors. The (assumed)
negative relation between provision
of non-audit services and auditor’s
independence gives rise to prohibition
and limitation of the incumbent
auditor to provide non-audit services.
We will examine these policy
measures with empirical evidence
about the analytical relationship in
the next two articles. ISCA
Look for Parts 2 and 3 which will be published
in the January and February 2015 issues of the
IS Chartered Accountant journal.

Tan Boon Seng is Assistant Director,
Technical Research, ISCA.
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FINANCIAL REPORTING

IASB Concludes Annual Improvements
to IFRSs 2012–2014 Cycle
The Annual Improvements to IFRSs 2012–2014 Cycle is a
series of amendments to IFRSs in response to issues raised
during the 2012–2014 cycle for annual improvements. These
amendments result from proposals that were contained in
the Exposure Draft Proposed Amendments to IFRS, Annual
Improvements to IFRSs 2012–2014 Cycle, published in
December 2013. The effective date of the amendments is
1 January 2016.
For more information, please visit
www.ifrs.org/Alerts/Publication/Pages/IASB-concludesAnnual-Improvements-IFRSs-2012-2014-Cycle.aspx

Speech by Michel Prada at the
UNCTAD-ISAR Conference on
International Standards for
Accounting and Reporting

At the October 15 Conference in Geneva, Switzerland,
Michel Prada, Chairman of the Trustees of the IFRS
Foundation, spoke about the importance of global accounting
standards, their application around the world, and how the
IFRS Foundation, with assistance from other organisations, is
working to ensure that they are rigorously and consistently
implemented.
For more information, please visit
www.ifrs.org/Alerts/Conference/Pages/Speech-byMichel-Prada-at-UNCTAD-ISAR-October-2014.aspx

“Keeping Capitalism Honest”:
Comments by Hans Hoogervorst
at the IOSCO 2014 Conference

At the October 2 Conference in Rio De Janeiro, Brazil,
Hans Hoogervorst, Chairman of the IASB, shared his views on
the importance of high quality global accounting standards
to good corporate governance at a panel discussion entitled
“Is improved corporate governance a key driver for sustained
market development?”
For more information, please visit
www.ifrs.org/Alerts/Conference/Pages/Keeping-capitalismhonest-comments-by-Hans-Hoogervorst-IOSCO-conferenceOctober-2014.aspx
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AUDITING AND ASSURANCE

ISCA Issues Revised SAP 2 Auditors
and Public Offering Documents
The Statement of Auditing Practice (SAP) 2 (Revised), provides
guidance on the general principles governing engagements
relating to public offering documents. SAP 2 was revised for
the purpose of incorporating revisions to the Securities and
Futures (Offers of Investments) (Shares and Debentures)
Regulations and to better reflect existing industry practice.
SAP 2 (Revised) is effective for reports dated on or after
1 January 2015.
For more information, please visit
http://caa.isca.org.sg/wp-content/uploads/2010/06/SAP-2Revised.pdf
REGULATORY

Speech by Josephine Teo on
Companies (Amendment) Bill
On October 7 in Parliament, Josephine Teo, Senior Minister
of State for Finance and Transport, delivered the second
reading speech on the Companies (Amendment) Bill. The Bill
will reduce the regulatory burden on companies, provide for
greater business flexibility and improve corporate governance
in Singapore.
For more information, please visit
http://appiqs.acra.gov.sg/newsalertadmin/Library/
attachment/SMS%202nd%20Reading%20Speech%20CA.pdf
ETHICS

Ethics Board Welcomes Appointment
of Stavros Thomadakis as Chair;
Publishes 5-Year Strategy & Work Plan
Dr Stavros B. Thomadakis has been appointed Chair of IESBA,
the Ethics Board. His term commences 1 January 2015 for
a three-year term. As Chair, he will lead the board in the
implementation of its newly-published Strategy and Work Plan
2014–2018.
For more information, please visit
www.ifac.org/news-events/2014-09/ethics-board-welcomesappointment-stavros-thomadakis-chair-publishes-5-year-stra
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New Hedge
Accounting
Model
Improving Investor Understanding of Risk Management

by

Pat
McConnell

I

n November 2013, the International
Accounting Standards Board (IASB)
added a new Hedge Accounting
chapter to its financial instruments
Standard (IFRS 9 Financial
Instruments). It is a major overhaul
of hedge accounting. The new model
more closely aligns accounting for
hedging activities with a company’s
risk management strategies, and
provides improved information about
those strategies.
Investors in non-financial
companies are likely to see the most
improvement in financial reporting
for risk management activities. Banks
and similar financial institutions will
be more affected by the outcome of
the IASB’s dynamic risk management
(macro-hedging) project which is
currently underway.1

When will you start to
see the new model?
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The new hedge accounting model can
be applied when a company adopts
IFRS 9, which becomes effective
for periods beginning on or after 1
January 2018. However, companies
may choose to apply it now.2 We expect
companies that will be significantly
affected by changes to accounting for

s
... the new model requires
that all disclosures
about hedge accounting
be provided in a single
location making use of a
tabular format.

the classification, measurement and
impairment of financial instruments
to postpone adopting IFRS 9 until its
effective date. However, companies
whose primary exposure to financial
instruments is derivatives used for risk
management may adopt it sooner to
take advantage of the improved hedge
accounting model.

Why did the IASB
develop a new hedge
accounting model?

Not all risk management activities are
reflected in the financial statements
through hedge accounting. The risk
management activities represented
by hedge accounting are those risks
that management chooses to manage
with financial instruments such as
derivatives, and for which they elect
to use hedge accounting. In addition,
because hedge accounting is elective,
it does not need to be applied even
if a company is engaging in hedging
activities. Because of IAS 39’s onerous
record-keeping requirements, some
companies simply chose not to make
use of hedge accounting for some
or all of their hedging activities. In
addition, because of the rule-based
nature of IAS 39, there are instances in
which companies cannot apply hedge
accounting even though they are using
financial instruments to mitigate risk.
When a company enters into
derivatives for risk management
purposes but hedge accounting cannot
1

www.ifrs.org/Investor-resources/2014-Investor-Perspectives/Pages/
Dynamic-risk-management-accounting-in-an-age-of-complexityApril-2014.aspx
2
The Singapore Accounting Standards Council (ASC) had deferred
the adoption of components of IFRS 9; early adoption of IFRS 9 is not
available to companies in Singapore.
3
A copy of this study can be found at www.cfainstitute.org/ethics/
Documents/cfa_institute_user_perspectives_on_financial_instruments_under_ifrs.pdf

or is not applied, the derivatives are
accounted for as if they were trading
instruments. This creates volatility
in profit and loss that is inconsistent
with the economics of the related risk
management strategy. As a result, the
hedging relationship is not apparent
to investors. A company that has
reduced its risk by entering into the
derivatives for risk management
purposes may paradoxically appear
more risky.

Objective of the new
hedge accounting model

The objective of the new hedge
accounting model is an enhanced
link with risk management. It will
be simpler for companies to apply,
and it will permit them to apply
hedge accounting to many more risk
management strategies that use
financial instruments. Enabling hedge
accounting to be applied to more risk
management strategies will improve
investors’ understanding of how the
company is managing risk. This will
better align the financial accounting
result to the economics of the strategy,
resulting in less artificial volatility in
profit and loss.

Disclosures

Analysts and investors complain that
financial results produced by the
IAS 39 model are often confusing and
do not provide sufficient information
to understand a company’s risk
management activities. For example,
the disclosures today are more focused
on individual instruments than in
providing information about risk
management, which is not helpful or
transparent for investors.
The new model’s enhanced
disclosure requirements aim to
improve investors’ understanding of a
company’s hedging activities. The new
disclosure package will meet many
of the recommendations put forward
by the CFA Institute in its study,
User Perspectives on Financial Risk
Disclosures under IFRS – Derivatives
and Hedging Activities Disclosures
(Volume 2). 3
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Investors want to understand
the risks that a company faces,
how it manages those risks and
how effective the company’s risk
management strategy was. In
addition, they want to be able to
understand the difference between
the economic outcome of the risk
management strategies and the
financial reporting outcome.
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Table 1 Example of how a company might disclose amounts
related to items designated as hedging items in tabular format
Nominal
amount of
the hedging
instrument

Assets

Liabilities

Line item in
the statement of
financial position
where the
hedging instrument
is located

Carrying amount
of the hedging
instrument

Changes in
fair value used for
calculating hedge
ineffectiveness
for 20X1

Cash flow hedges

Floating interest
rate risk:
Interest rate swap
contracts

xx

xx

xx

Line item XX

xxs

Foreign exchange
risk combined
with floating interest
rate risk:
Cross-currency swaps

xx

xx

xx

Line item XX

xx

Interest rate risk:
Interest rate swaps

xx

xx

xx

Line item XX

xx

Foreign exchange risk:
Foreign currency loan

xx

xx

xx

Line item XX

xx

Fair value hedges
Photo Shutterstock

Currently, information about hedge
accounting is required to be provided
only by type of hedge (for example,
cash flow and fair value hedges for
accounting purposes). It is difficult for
investors to relate this information to
the types of risks being hedged such as
interest rate, currency and commodity
price risk. To make these relationships
more transparent, the new model
requires that all disclosures about
hedge accounting be provided in a
single location making use of tables.
For example, a company may
manage its floating interest rate risk
by using an interest rate swap to
change it to a fixed interest rate. For
accounting purposes, this is known as
a cash flow hedge. The company may
also use a cross-currency interest rate
swap to manage the floating interest
rate and foreign exchange risk of
another financial instrument. This
is also known as a cash flow hedge
for accounting purposes. Now, the
company will be required to disclose,
in a tabular format, the two risk
mitigating strategies separately under
the heading of cash flow hedges. It will
disclose information about the interest
rate swap under a risk category
for floating interest rate risk and
information about its cross-currency
swap under a separate category for
foreign exchange risk combined with
floating interest rate risk.
Table 1 illustrates how a company
might disclose amounts related to
items designated as hedging items in a
tabular format.

Conclusion

These tabular disclosures will
significantly improve the information
about the risks being hedged and
for which hedge accounting has
been elected. Companies will also
be required to explain their risk
management strategy, provide details
about derivatives they have entered
into including their potential effect
on future cash flows, and explain the
effect hedge accounting has had on
their financial statements.
A company will not be required
to disclose information about
risks that are not being hedged,

or risks that are being hedged but
for which hedge accounting has
not been elected. However, IFRS 7
Financial Instruments: Disclosures
already requires companies to
provide qualitative and quantitative
disclosures about the nature and
extent of risks arising from financial
instruments to which it is exposed
and how it manages those risks. We
hope that as part of these disclosures,
companies will provide information
to help investors understand how
they manage risks for which hedge
accounting is not applied.

As mentioned, the new hedge
accounting model will not be
mandatory until 1 January 2018 when
IFRS 9 becomes effective. However,
a company may elect to adopt IFRS 9
at any time between now and 2018.
That means that for the next few years,
investors will need to pay particular
attention to the hedge accounting
model being applied by companies.
Note that even though a company
may not be applying the new hedge
accounting model, it can adapt the
improved disclosure format to its
hedge accounting under IAS 39. This
alone is likely to improve an investor’s
understanding of a company’s risk
management strategies.
Investors want to understand
the risks that a company faces, how it
manages those risks and how effective
the company’s risk management
strategy was. In addition, they want to
be able to understand the difference
between the economic outcome of the
risk management strategies and the
financial reporting outcome.
Because in the IASB 39 model,
not all risk management activities are
reflected in the financial statements
even when management is using
financial instruments to hedge those
risks; it is no wonder investors are
dissatisfied with financial reporting
for hedging activities. Consequently,
investors often rely on non-audited,
non-GAAP information to understand
a company’s risks and the outcome of
its strategies for managing those risks.
Better aligning the hedge accounting to
a company’s risk management activities
and addressing some of the criticisms of
the former model should also go a long
way in addressing those concerns. ISCA
Pat McConnell was an IASB member from
July 2009 to June 2014. This article was
first published in Investor Perspectives,
June 2014. Copyright © IFRS Foundation. All
rights reserved. Reproduced by the Institute
of Singapore Chartered Accountants with
the permission of the IFRS Foundation.
No permission granted to third parties to
reproduce or distribute.
The IASB, the IFRS Foundation, the
authors and the publishers do not accept
responsibility for any loss caused by acting
or refraining from acting in reliance on the
material in this publication, whether such
loss is caused by negligence or otherwise.
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Potential
Voting Rights

Inconsistency between SFRS 110 and SFRS 28

by

Ng Eng Juan

P

otential voting rights are
instruments that have the
potential, if exercised or
converted, to give an entity additional
voting power or to reduce another
entity’s voting power over an investee.
Some common examples of potential
voting rights are share call options,
share warrants, and convertible bonds.
Singapore Financial Reporting
Standards (SFRS) do deal with the
issue of how the existence of potential
voting rights may affect the status of
the investee (either as a subsidiary or
as an associate). However, there seems
to be inconsistency in the provisions
of SFRS 110 (2014) Consolidated
Financial Statements (hereafter
referred to as SFRS 110) and SFRS 28
(2014) Investments in Associates and
Joint Ventures (hereafter referred to
as SFRS 28) in relation to potential
voting rights.
This article discusses the
impact of the inconsistency and
proposes a solution to resolve the
inconsistency. To provide for a
historical perspective, this article
also examines the provisions of the
relevant previous SFRS.

An illustration

For the purpose of illustration,
assume that A Ltd holds 40% of the
voting rights of B Ltd when B Ltd was
56
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incorporated in 20x1, and in 20x5,
A Ltd purchased a call option (from
an existing shareholder of B Ltd) on
20% of the voting rights of B Ltd. The
call option is exercisable in 20x5, but
A Ltd will not exercise the option in
20x5 because it is still in the process of
securing the necessary financing.
Question: Should A Ltd account for
B Ltd as a subsidiary or as an associate
in 20x5?
The answer to the above question
rests with the appropriate treatment
of the option (which is a potential
voting right). It is quite clear that if
the option is taken into consideration,
B Ltd should be accounted for as a
subsidiary; otherwise, B Ltd should be
accounted for as an associate (based
on the normal presumption that more
than 50% voting rights give rise to
control, and 20% to 50% voting rights
give rise to significant influence).
The accounting treatment for
potential voting rights has changed,
effective for annual period beginning
on or after 1 January 2014.

Historical perspective

Prior to 1 January 2014, the SFRS that
governed the accounting treatment for
potential voting rights were SFRS 27
(2009) Consolidated and Separate
Financial Statements (hereafter
referred to as SFRS 27 (2009)), and
SFRS 28 (2005) Investments in
Associates (hereafter referred to
as SFRS 28 (2005)).
Both SFRS 27 (2009) and SFRS 28
(2005) contained similar provisions
in respect of the issue of whether the
potential voting right should be taken
into consideration in determining the
status of the investee. Both the SFRS
specifically provided that potential

voting rights should be taken into
consideration if they were “currently
exercisable or convertible” (see
paragraph 14 of SFRS 27 (2009) and
paragraph 8 of SFRS 28 (2005)),
and regardless of the “intention of
management and the financial ability to
exercise or convert” (see paragraph 15
of SFRS 27 (2009) and paragraph 9 of
SFRS 28 (2005)).
With reference to the case in the
illustration, it may be noted that,
under both SFRS 27 (2009) and
SFRS 28 (2005), the option to buy
20% of voting rights should be taken
into consideration in determining
the status of B Ltd. Consequently,
applying the rules in either SFRS 27
(2009) or SFRS 28 (2005), A Ltd
will account for B Ltd as a subsidiary
in 20x5.

The inconsistency

Photo Shutterstock

Effective for annual period beginning
on or after 1 January 2014, the
SFRS that governs the accounting
treatment for potential voting rights
are SFRS 110 (which supersedes
SFRS 27 (2009)) and SFRS 28 (which
supersedes SFRS 28 (2005)).
Unlike the now-superseded
SFRS 27 (2009) and SFRS 28 (2005)
which had similar rules in relation to
potential voting rights, the new SFRS 110
and SFRS 28 have different rules.
SFRS 110 provides that the potential
voting rights are considered only if
they are “substantive” (paragraph B47),
and that for the potential voting
rights to be substantive, the holder
must have the practical ability to
exercise that right (paragraph B22).
Essentially, unlike SFRS 27 (2009),
SFRS 110 provides that for the
potential voting rights to be
considered, not only must they be
currently exercisable/convertible,
but also that the holder must have
the financial ability and intention to
exercise/convert.
SFRS 28, however, has essentially
the same provisions as those in
SFRS 28 (2005). SFRS 28 provides
that potential voting rights should be
December 2014
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There seems to be
inconsistency in
the provisions of
SFRS 110 (2014) and
SFRS 28 (2014) in
relation to potential
voting rights. This
article discusses
the impact of
the inconsistency
and proposes a
solution to resolve
the inconsistency.
The solution
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This article proposes a solution, based
strictly on the wordings of the SFRS.
It may be noted that the section
in SFRS 110 that deals with potential
voting rights is preceded by the words
“when assessing control” (paragraph B47),
whereas the paragraphs in SFRS 28
that deal with potential voting rights
contain the words “when assessing
whether an entity has significant
influence” (paragraphs 7 and 8).
In the above illustration, the
potential voting rights have to be
examined basically for the purposes
of “assessing control” and not “in
assessing whether an entity has
significant influence” (A Ltd already
has significant influence with the
40% voting right, without taking into
consideration the potential voting
rights). Thus, based strictly on the
wordings of SFRS 110 and SFRS 28,

the potential voting rights in the
above illustration should be analysed
under SFRS 110 (and not under SFRS 28).
Consequently, A Ltd should account
for B Ltd as an associate in 20x5.

Conclusion

It may be noted that while SFRS 27
(2009) and SFRS 28 (2005) had
similar provisions in relation to
potential voting rights, SFRS 110
and SFRS 28 have inconsistent and
somewhat conflicting provisions.
This issue has often been raised
among practising accountants.
Moving forward, maybe the
accounting standard-setter should
consider aligning the provisions
of SFRS 28 to those of SFRS 110 in
relation to potential voting rights. ISCA
Ng Eng Juan is Associate Professor of
Accounting, Nanyang Business School,
Nanyang Technological University.

Photo Shutterstock

taken into consideration if they are
“currently exercisable or convertible”
(paragraph 7), and regardless of
the “intention of management and
the financial ability to exercise or
convert” (paragraph 8).
With reference to the case in the
illustration, it may be noted that the
option to buy 20% of voting rights
should be ignored under SFRS 110
(because they are not substantive),
but should be considered under
SFRS 28 (because they are currently
exercisable) in determining the status
of B Ltd. Thus, applying the rules
in SFRS 110 will cause B Ltd to be
accounted for as an associate, and
applying the rules in SFRS 28 will
result in B Ltd being accounted for as
a subsidiary.
How should the above inconsistency
be resolved?
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In “Potential Voting Rights”,
prior to 1 January 2014,
the SFRS that governed
the accounting treatment for
potential voting rights were
SFRS 27 (2009) Consolidated
and Separate Financial
Statements and SFRS 28 (2005)
Investments in Associates.
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