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Dear members,

As I sat listening to Deputy Prime
Minister and Finance Minister
Tharman Shanmugaratnam deliver his
annual Budget Speech on February 21,
many things went through my mind.
Of these, three stood out – the Pioneer
Generation Package, changing mindsets
and having a personal stake in
transforming for the future.
Like many people, I applaud
the government for honouring the
generation that has built a strong
foundation for Singapore. Because
of their vision, hard work and
selflessness, Singapore has been able
to progress to where it is today, and we
are reaping the rewards. In many ways,
the Institute’s development mirrors
Singapore’s progress. The Institute
was started by a group of like-minded
individuals who worked hard to build
its strong foundation. Since then, our
membership has jumped manifold
to about 28,000 strong, and we have
significantly raised our professional

standing. Today, our research findings
are frequently referenced by others,
our member initiatives are noted on
the global stage, and we are receiving
many requests from accountancy
bodies wishing to learn from us.
As DPM Tharman was outlining the
assistance schemes, he made it clear
that organisations and individuals must
be prepared to invest in themselves.
“Any company that invests in order to
save manpower or achieve innovative
breakthroughs gets government
support, as long as it has its own money
in the game,” he said. In this respect, I
think many of our members are already
co-pilots in driving change in their
respective organisations. These firms of
Chartered Accountants, many of which
are SMEs/SMPs, have embarked on
improvement projects and tapped on
programmes such as the Productivity
and Innovation Credit (PIC) scheme
and Global Company Partnership (GCP)
programme to raise their productivity

and extend their reach. In terms of
quality assurance, a recent ISCA
survey revealed that the majority of
respondents have commenced SSQC 1
implementation since 2012. Our
continuing professional education
courses, seminars, Breakfast Talks and
Mingles sessions are also seeing robust
participation numbers.
The Institute’s members are also
stepping out to help fellow members.
A recent initiative is the Young
Professionals Advisory Committee
(YPAC)’s flagship “YPAC Engage” – a
series of career-focused events planned
by young members for young members.
ISCA Advisor Teo Ser Luck, Minister of
State for Trade and Industry, was one of
two speakers who shared their career
and personal stories in and beyond
Accountancy. Read about the highlights
of the inaugural session here.
This issue covers a range of topics
from practical tips on how to achieve
better year-end financial reporting
to the challenges and opportunities
offered by the new Liquidity Coverage
Ratio (LCR) framework, the expanded
role of finance leaders, forensic
accounting and more – the common
thread being their direct relevance to
your work. Each of us has a stake in the
future of Singapore and of the Institute,
and I urge you to continue to upgrade
your skills and be a co-pilot in this
transformation process.
As we set our sights on the future,
let us not forget the less fortunate
who require our help now. This is
why the ISCA Run, which marks
the finale to our 50th anniversary
celebrations, is organised in aid of the
Singapore Association of the Visually
Handicapped. Mdm Halimah Yacob,
Speaker of Parliament and also MP for
Jurong GRC, has kindly accepted ISCA’s
invitation to be our Guest-of-Honour. I
hope to see many of you on March 29
as we come together in a big way to
celebrate turning 50 – and to support
a worthy cause.

Ernest Kan

FCA (Singapore), PBM

president@isca.org.sg
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INDUSTRY NEWS

How confident are you in Singapore’s growth prospects?
Banking and
Commerce
Finance
and Industry
2013
2014
2013
2014

2014

29%

37%

26%

41%

12%

18%

Somewhat confident

54%

53%

52%

51%

54%

74%

Not at all confident

17%

9%

22%

7%

34%

8%

83%

91%

78%

93%

66%

92%

Total confidence levels

F

2013

Very confident

Finance and
Technology
Professionals
in Demand
inance and technology
professionals will be in
demand as confidence in
the economic outlook for
Singapore grows, according to a
Robert Half Employment Report for
the first half of 2014. The increased
confidence level is expected to drive
employment activity as businesses

Technology

expand their products
and services, and extend
their reach. The research
is based on a survey of
more than 400 corporate
leaders in Singapore,
comprising 150 senior
leaders from the banking
and finance services
sector, 150 Chief Financial Officers
(CFOs) from the commercial sector
companies, and 103 Chief Information
Officers (CIOs).
CFOs working in the Commerce
and Industry sector are the most
optimistic, with confidence levels
jumping from 78% last year to 93%
this year, followed by Banking and

Finance, with confidence levels
jumping from 83% last year to 91%
this year. Some 43% of respondents
from Banking and Finance plan to add
permanent staff, while 46% expect
to maintain their current levels; 10%
are freezing new hires and only 1%
intends to reduce headcount.
Of the CFOs working in Commerce
and Industry, 45% plan to add new
permanent finance and accounting
staff while 53% will maintain their
current headcount; only 3% are
freezing new hires, with none
forecasting a reduction in headcount.
The report is available at
the Robert Half website at
www.roberthalf.com.sg.

join us for this fun-filled event
as a finale to our 50th anniversary celebration,
let us come together in a big way to support a worthwhile cause!
all funds raised will aid in funding therapeutic and social activities for visually impaired
persons under its “white cane club”, and daily administrative & operation costs.

www.iscarun.sg
organised by:

SPONSORS: PLATINUM
deloitte & touche llp
ernst & young
4
rsm chio
lim
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GOLD
ardent associates llp
bdo llp
kpmg llp
pricewaterhousecoopers llp

beneficiary:

BRONZE
OFFICIAL RUNNING VEST
crowe horwath first trust llp
denizen
centre for organisational effectiveness
robert half international pte ltd

Members Engagement and Events

Mar:03

Calendar of Events 2014
Upcoming Events

ISCA Budget 2014 Update and its Tax
5
Implications:
Mar
Impact on Corporate Firms and Individuals

9
Apr

ISCA Breakfast Talk
Business Analytics on Performance
Management with Cloud Adoption

Increasing Productivity through
7
Technology with Government Schemes
Mar
Seminar

16
Apr

ISCA Mingles
Economic Outlook Q2, 2014

12 ISCA Breakfast Talk
Mar Forensic Accounting Demystified

23
Apr

Risk for CFO Seminar (TBC)

ISCA Mingles
19
Call or Put : How I Learned to Stop
Mar
Worrying and Love the Option

14 ISCA Breakfast Talk
May IT Governance (TBC)

20
ISCA New Members’ Night
Mar

21 ISCA Mingles
May REITs (TBC)

ISCA Run
29 Organised in aid of the Singapore
Mar Association of the Visually Handicapped

Limited spaces are available for each event and they are
on a first-come-first-served basis. Dates and events are
subject to change.

For more details www.iscarun.sg

For more details
http://corp.isca.org.sg/membership/events-calendar

Members’ Privileges
Bintan Lagoon Resorts
10% off best available rates for
accommodation and F&B
10% off Special Beach Party
Package on 5 April 2014
bods.bodynits
10% off (25% off during birthday month)
all regular-priced merchandise
Paulaner Brauhaus
20% off total F&B bill
PhysioMed
Enjoy a Complimentary Spinal Scan and
Health consultation (worth $150)
Your Very Treatz
15% discount for dine-in only
5% discount for all takeaways
For more details
http://members.isca.org.sg/MemberPrivilege.asp
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MIA COO Datin SK Yap (4th from left) with Rozlisham Abdul Wahab, MIA Head of Corporate
and International Affairs, presented a token of appreciation to ISCA representatives
(from left) Deputy Head of Policy and Strategic Planning Joyce Tang; Industry Development
Manager Joelle Loy and International Development/Relations Manager Evelyn Tan.

ISCA gave an overview of the Institute
and the qualification pathways to attain
a Chartered Accountant of Singapore
designation to the MIA delegation.

MIA and FAP
Benchmarking Visits

I

n November 2013, ISCA played
host to the Malaysian Institute
of Accountants (MIA) and
Federation of Accounting Professions
(FAP) of Thailand as part of their
benchmarking efforts. Both MIA
and FAP gathered information and
learning experience with the aim
to help build the foundation of and
better promote the accountancy
profession in Malaysia and Thailand
respectively.
Led by Chief Operation Officer
Datin SK Yap, the MIA delegation
was welcomed by ISCA Head of
Examinations and Qualification
Soh Suat Lay. The visitors were
particularly keen on the accreditation
of universities and qualification
programmes of other professional
accountancy bodies under the
Singapore Qualification Programme
framework, initiatives for small and
medium-sized practices (SMPs), and
challenges faced by the Institute
in the areas of practice review and
6
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quality assurance.
“We would like to
thank ISCA for the short
learning-and-sharing
meeting. The session
was very informative and
beneficial, and gave us
a clearer understanding
about the Singapore
Qualification Programme
and ISCA’s initiatives for
SMPs,” said Rozlisham
Abdul Wahab, Head
of Corporate and
International Affairs, MIA.
The FAP, whose role
Chair of the Accounting Education and Technology Committee
is to promote higher
of FAP Prof Virach Aphimeteetamrong (right) presented a
education in accounting in token of appreciation to ISCA ED Yee Cheok Hong.
Thailand, was represented
by a delegation led by Professor
The Thai delegates were
Virach Aphimeteetamrong, Chair
welcomed by Yee Cheok Hong,
of the Accounting Education and
Executive Director of Policy and
Technology Committee of FAP, and
Strategic Planning/Industry
former Dean, Faculty of Commerce
Development and staff members
and Accountancy, Chulalongkorn
of the International Development/
University.
Relations, and Examinations and

ISCA ED Mr Yee (3rd from left) and FAP delegation leader Prof Aphimeteetamrong
(centre) with ISCA and FAP representatives

Qualification departments of
ISCA. The ISCA team provided
an overview of the Institute
and qualification pathways to
be a Chartered Accountant of
Singapore, as well as examination
guidelines for the ISCA Professional
Examination.
“We were very impressed
with what ISCA is doing to promote
and enhance the accounting and
auditing education in Singapore
and Asia. We have learnt a lot from
the presentation and exchange of
views,” said Assistant Professor
Kriengkrai, Assistant to the
President for International Affairs,
Chulalongkorn University.

7

An ISCA-ACRA seminar on
how XBRL-enabled business
data can provide business
insights and enhance the
decision-making process

In Tune
ISCA NEWs

New Business Financial
Information Portal BizFinx

T

he new business financial
information portal, BizFinx,
was launched by the
Accounting and Corporate
Regulatory Authority (ACRA) on
3 March 2014. Singapore-incorporated
companies (unless exempted) will be
required to file a full set of financial
statements in XBRL (eXtensible
Business Reporting Language) based
on revised filing requirements through
BizFinx at www.bizfinx.gov.sg. This
comes after the announcement of

the postponement of the launch of
BizFinx in December 2013.
The transition to full XBRL filing
is a significant leap in boosting the
quality of data provided in financial
statements. With more companies
filing in full XBRL, the proliferation of
XBRL-enabled data means analysis of
business data can be more efficiently
generated and made available to the
business community. This in turn
promotes greater transparency in
the marketplace which is crucial for

Connecting with ISCA
Won Her an iPAD mini

ISCA CEO Lee Fook Chiew (right) presented
the iPAD mini prize to Janet Lo.

E

arlier in the year, ISCA
held a contest for
members to connect
with us on social media
platforms using the hashtag
#ISCAcontest and share our posts.
ISCA member Janet Lo
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was selected from the list of
participating members in a lucky
draw and today, she is the proud
winner of an iPAD mini.
“Thank you ISCA, for the
opportunity. ISCA’s outreach
through social media will give
members wider recognition and
gain better insights into the
activities, bringing us closer
globally, as compared to before,”
said Ms Lo.
We would like to take this
opportunity to thank all our
members for participating in this
contest. Congratulations once
again to our winner!
Do continue to receive industryrelated content and engage with
the ISCA community via our social
media platforms.

sustainable business growth.
To assist companies in
transiting to the revised XBRL filing
requirements, companies other
than public-listed companies, will
be given more time to hold their
Annual General Meeting (AGM) or to
file their Annual Return (AR) form.
This assistance is applicable for
companies filing a full set of financial
statements in XBRL format during
the first year of implementation
of the revised filing requirements.
Details on extension of time to hold
AGM and penalty waiver for late
filing of AR are available at
www.acra.gov.sg/XBRL.
ACRA had organised and will
continue to organise training sessions
in collaboration with the Institute of
Singapore Chartered Accountants
(ISCA). In September 2013, ISCA
had teamed up with ACRA to jointly
organise a training seminar for
members on how they could tap
on XBRL-enabled business data to
gain business insights and enhance
their decision-making process. The
seminar was well attended by over
500 participants who found the
seminar effective as there were
live demonstrations on the key
BizFinx features.
Companies can sign up for the
subsidised training courses on the
revised filing requirements and the
new BizFinx filing system at ISCA.
The subsidy is part of the $1.8-million
training fund set up by ACRA to
facilitate companies’ transition to full
XBRL filing under the revised XBRL
filing requirements.

ISCA ANNUAL GENERAL MEETING
Date

Saturday, 19 April 2014

Time

2.00 pm

2013/2014

Venue

Marina Mandarin Ballroom, Marina Mandarin Hotel
Level 1, 6 Raffles Boulevard, Marina Square
The meeting will be preceded by lunch at 12.45 pm.

Notice of the Annual General
Meeting, the minutes of the Annual
General Meeting held in 2013 and
the accounts for the year ended 31
December 2013, will be dispatched
to Members during the last week of
March 2014.

Any Member who wishes to propose
any motion not relating to the
ordinary business of the AGM shall
give notice in writing of such motion
supported by 10 or more Members
entitled to vote to the Institute not
later than 5.30 pm on Friday, 21
March 2014.

Any Member who wishes to
nominate a person for election
to the Council must submit his
nomination paper to the Institute
not later than 5.30 pm on Friday,
07 March 2014.
Nomination papers for the
election of Chartered Accountants
of Singapore, who are public
accountants and who are not public
accountants, to the Council are
available from the Institute.

The nomination paper shall be
signed by the Member proposed for

nomination and by five Chartered
Accountants of Singapore who are
qualified to vote at the election.
Failure to comply with this rule
would invalidate the nomination.

Any Chartered Accountant of
Singapore who wishes to be elected
to the Council shall file a declaration
with the Institute stating that he
is not disqualified from holding
office as a member of the Council
by virtue of Article 36 or 37 of the
Constitution.

December 2013
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ISCA YPAC ENGAGE

Careers in
Accountancy
and Beyond

22

January 2014 saw the
guests embarked on an account
launch of the Young
of their career journeys from
Professionals Advisory
the time they were university
Committee (YPAC)’s flagship “YPAC
schoolmates – journeys that saw
Engage” series. “YPAC Engage”
them expand their skills and
encompasses a series of careerresponsibilities, across industries
focused events planned by young
and geographic boundaries. Their
members for young members.
common starting point, however,
The inaugural session featured
was the solid foundation offered by
ISCA Advisor Teo Ser Luck, Minister
an Accountancy discipline in their
of State (MOS) for Trade and Industry,
foundation university years.
and Derrick Goh,
Amid much
Managing Director
laughter at the
and Head, POSB,
lively discussion,
Consumer Banking
participants
... the most
Group, DBS Bank,
important qualities peppered the
who candidly shared
to grow your career speakers with
their career and
broad-ranging
are the ability to
personal stories
questions spanning
build value and
in and beyond
necessary skills
create awareness
Accountancy.
to climb the
of your value, as
The session was
corporate ladder,
well as to think
facilitated by YPAC
different ways
and see from
Chair and ISCA
to create career
your boss's
Council Member
advancement
perspective.
Lim Kexin.
opportunities, and
What was
deciding factors in
originally planned as a cosy session
seizing promotions and opportunities
with 20 to 30 participants attracted
at the work place.
over 100 registrants within two days.
MOS Teo shared that the most
YPAC expanded the capacity to
important qualities to grow your
55 participants for the first session,
career are the ability to build value
and extended priority RSVPs to the
and create awareness of your value,
other sign-ups for the next session
as well as to think and see from
on February 27.
your boss’s perspective. He also
After a warm welcome by
shared the importance of finding
Ms Lim on behalf of ISCA, the
room for growth and moving on

s
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before becoming too comfortable at
a job and thus failing to develop as a
better person. He emphasised to the
participants the importance of always
being hungry for more.
Mr Goh felt that being pro-active,
outspoken and hands-on are three key
qualities to advance one’s career. He
encouraged participants to actively
speak out on important issues from
various perspectives, and where
opportunities arise, get involved
in business projects beyond one’s
own role. He shared his personal
belief that the capability to perform
these functions does not lie in the

AAA
More
“YPAC Engage”
Programmes
Look out for news of our inaugural
mentoring initiative for young
members and many more exciting
programmes ahead. If you have any
feedback or comments, or would
like to contribute to the YPAC
team, please email us at

ypac@isca.org.sg

accumulation of academic degrees
but in the knowledge gained while
studying for those qualifications.
The guests were also forthcoming
about how they live their lives.
Mr Goh shared how he keeps annual
“scorecards” on career, family

and self, where goals are set and
measured against at the end of the
year. The aim of these scorecards is
not really to achieve all the goals or
to score high; rather, it is to always
maintain a goal line to keep advancing
as a well-rounded person. He felt that

Disciplinary Findings

U

pon finding that Mr Ewe
Pang Kooi, CA (Singapore),
had breached Rule 44.6

of the Institute (Membership and
Fees) Rules, in that he was made
a bankrupt by Citibank Singapore

ISCA Advisor Teo Ser Luck, Minister of State
for Trade and Industry, shared his personal
and professional experiences at the inaugural
”YPAC Engage“ session.

it is crucial to always work with a set of
skills which you enjoy and which you
are good at, and keep growing that set
of skills.
Both speakers agreed that it is
most important to never stop
developing yourself as a useful and
relevant employee in the job market
and stay in demand.
However, MOS Teo urged
participants not to lose themselves in
the rat race as they aspire to greater
heights. He cautioned participants
against becoming cold, competitive and
divided as a people during their climb
up the corporate ladder.
Overall, it was a successful first
“YPAC Engage” session as participants
declared it “valuable” and “insightful”.
They acknowledged ISCA’s efforts to
reach out and value-add to the career
journeys of our many young members.
“A sincere and light-hearted
knowledge-sharing session with
industry professionals,” said participant
Alexis Choo.
“Great session! Both guest
speakers were extremely candid and
sincere in sharing their experiences
and life stories; truly inspiring!”
added Thomas Teo.

Limited on 28 March 2013 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.
March 2014
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ISCA Mingles

Year of the Taper

O

n January 15, speaker
Manish Jaradi, Senior
Investment Strategist, DBS
Bank, spoke to members
of ISCA on the “Year of the Taper:
1Q2014 Global Market Outlook”.
He shared with our members the
investment outlook for the first half
year when financial markets are likely
defined by the US Federal Reserve’s
decision to taper its quantitative
easing programme. The five-year
experiment which force-fed liquidity

into the world’s largest economy
will end, with consequences for all
asset classes.
He shared the market reactions of
Developed Market equities, US equities,
European equities and Emerging
Market equities, as well as bonds
and commodities. He also provided
the Tactical Asset Allocation Strategy
of DBS for 1Q2014 and opened the
floor for discussion. Most participants
felt that the presentation was useful

ISCA breakfast talk

The Accountant’s
Role in an M&A

Over 90 members learnt about the accountant’s role in mergers and acquisitions from
PwC Mergers and Acquisitions Senior Manager Queenie Tang.
12
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DBS Bank Senior Investment Strategist
Manish Jaradi spoke about the potential
consequences as the US tapers its
quantitative easing programme.

and relevant, while some expressed
interest in knowing more about
his stance on local investments in
Singapore. As always, our members
participated enthusiastically during
the Q&A session as they sought to
tap on the speaker’s expertise in the
areas of discussion.

S

ome 90 members attended
the ISCA Breakfast Talk on
the “Role of Accounting and
Finance Professionals in
M&A Transactions” at ISCA House on
February 12. During the session, speaker
Queenie Tang, Senior Manager, Mergers
and Acquisitions, PwC, shared with
our members the different roles that
accounting and finance professionals
play in the many stages of mergers and
acquisitions by companies.
Ms Tang discussed the various stages
of mergers and acquisitions strategies
and aims throughout a corporate life
cycle, and the process of decision-making
and actions that occur during mergers
and acquisitions. She also explained in
depth about practising due diligence,
and how accountants may serve as
a counter-force to “deal fever” and
coordinate in administrative functions
of a merger or acquisition.
When the floor was open for
questions, our members participated
enthusiastically, posing a variety of
questions on the different scenarios that
could occur in mergers and acquisitions.
A few participants also made a request to
have Ms Tang back for another session.

Participants said their interest in the equities market was piqued by UOB
Kay Hian Analyst Andrea Co’s informative session.

ISCA Mingles

Equities Market Outlook for 1H2014

A

ndrea Co, Analyst, UOB
Kay Hian, spoke to ISCA
members about the
equities market outlook
for the first half of this year at the
ISCA Mingles session on February 19.
Titled “Green Shoots beneath Grey
Skies”, she touched on highlights of
the firm’s investment strategy, sharing

recommended actionable stocks
as well as key “Sells”.
Ms Ko’s talk spanned investment
themes, market strategies and
characteristics of stocks that are
outperforming, such as strong
operating cash flow and capacity
expansion, and stock-specific
catalysts. She also touched on

current issues and investment risks
such as the weak recovery in the
US, signs of a slowdown in China’s
GDP growth, and regulatory risks
in Singapore.
Most participants felt that the
talk was very informative and it
piqued their interest in the
equities market.

March 2014
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Singapore Budget 2014

A Budget for
Business and
INDIVIDUALS
Highlights and Reactions to Singapore Budget 2014

by

Chan Sze Yee & Perrine Oh
14
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Source: The Straits Times © Singapore Press Holdings Ltd. Permission required for reproduction.

DPM and Finance Minister Tharman Shanmugaratnam unveiled
Singapore Budget 2014 on February 21.

B

udget 2014 is a positive
and, for many, a cheerful
one. For businesses, it
provided many carrots and
few sticks. For individuals,
it is a people’s Budget
which provided benefits for
almost every Singaporean.
Building on the initiatives
taken in recent years,
the Budget reflects the
two new directions of pushing for
quality growth and building a fair and
equitable society.

Transforming the
Economy

On the push for quality growth,
the Budget rolled out incentives to
foster growth based on innovation
and deeper capabilities, create
higher-value industries and quality
jobs, and sustain rising incomes for

Singaporeans. Although largely seen
as building on previous initiatives,
the Budget revealed the government’s
continued emphasis on transforming
the economy. Clearly evident was the
determined and aggressive effort to
maintain the momentum in raising
productivity and restructuring the
economy, and the focus on enhancing
the long-term competitiveness of
Singapore companies.
Taking the view that the process
is a multi-year effort, the Budget
measures reflected the government’s
recognition of the need to provide
continued help, and in some areas
more help, for our companies in
Singapore. This was, however, done
with a much sharper distinction than
in previous Budgets, with a particular
focus on SMEs, and within this group,
those which are more dynamic,
efficient or growth-oriented.
March 2014
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Supporting
innovation
and skills

The stakeholder says…

Singapore as a hub for R&D and
intellectual property, the government
made a bold move and signalled its
strong commitment in the Budget.
It extended the 50% additional
tax deduction on qualifying R&D
expenditure for 10 years till YA2025,
and the further tax deduction
administered by the Economic
Development Board (EDB) for five

What is the most impactful or effective
measure you see in Budget 2014?
Pioneer Generation Fund of $8 billion.
It recognises the contribution of the
earlier generation that helped to create
the current society, and the good thing
is, the Budget does not touch on the
reserves which rightfully belong to
this generation! This is the right thing
to do as a resource-scare country like
Singapore must have such “reserves”
to back up the country. We should not
touch on the reserves unless there is
absolutely no choice.
The government should finetune this
Chan Heng Chong Pioneer Generation Fund as we gain more
experience in managing the fund so that
Accountant
Combined Services Pte Ltd
it can provide the maximum impact for
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years till March 2020. This will be
helpful in providing more certain and
predictable support for these longgestation activities. The Budget also
extended the writing down allowance
for costs incurred to acquire qualifying
Intellectual Property Rights (IPRs)
and the tax deduction of registration
costs of intellectual property for
five years till YA2020.

a fair, equitable society. Recognition should
also be given to others who helped to build
up this country.
Do you find this Budget’s measures for
innovation and productivity more useful for
businesses than last year’s?
I welcome the three-year extension of the
PIC scheme. Actually the scheme should be
further enhanced to encourage SMEs to tap
on technologies and training. For example,
employee numbers can be reduced to one
instead of three. Further PIC incentive
which covers 100% of the cost should be
given to SMEs and the authorities might
want to consider payment directly to the
suppliers to ease the burden of some
cash-strapped SMEs.

Photo Corbis

To support innovation
among SMEs, the
new PIC+ scheme
is targeted at SMEs
which are willing to
invest. It raises the
PIC expenditure cap
from $400,000 to
$600,000 for each
of the six qualifying
activities per year of
assessment (YA) or a
combined expenditure
cap of $1.8 million
for each qualifying
activity from YA2016
to YA2018. Under the
ICT for Productivity and Growth (IPG)
programme, SMEs piloting emerging
ICT solutions, with the potential to
transform their businesses and which
are new to Singapore, can also get
support of 80% of the qualifying
costs, capped at $1 million per firm
over the next three years.
To spur innovation across a
broader base, and help establish

Budget Nuggets
Economic Transformation for SMPs/SMEs

New PIC+ scheme raises expenditure cap

$600,000

a combined
expenditure
cap of

from

$
1
.8
million

$400,000

or
per qualifying
activity per YA

for YA2016 to YA2018

Subsidy of

80%

ICT innovations
new to Singapore

for

Extend

50%

Risk share
in MLP for
young SMEs
raised from

50% to

70%

additional tax deduction
on R&D expenditure till YA2025
March 2014
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The stakeholder says…
What is the most impactful or effective
measure you see in Budget 2014?
The most effective measure in Budget 2014
will be the comprehensive measures introduced
to help SMEs regardless of the stages of growth
they are in, to upgrade, innovate and expand
their business both locally and internationally.
Every SME has different and unique
needs. Access to cheaper funds through the
Micro-Loan Programme for young SMEs and
Co-Investment Programme will help fund
the growth of promising SMEs, while the
Internationalisation Finance Scheme will help
fund “mature” SMEs to expand overseas. There
are also measures to improve the long-term
quality of SMEs, such as the PIC+ scheme and
ICT for Productivity and Growth programme.

Frankie Chia

Managing Partner
BDO LLP, and ISCA Council Member
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What is the key impact of increases in
employers’ CPF contribution? What is the
key implication for business, staff and
customers of the businesses?
Undeniably, the immediate impact is increased
business cost. However, the proposed change
could also mean employers have a bigger and
more stable pool of resources to tap into which
may ease the labour crunch. Staff should
expect and must be receptive to working
with older employees. It is too early to tell
if the additional cost should be passed on to
customers. Certain benefits arising from the
change could potentially offset the increase
in cost. Therefore, my take is that businesses
should monitor and assess the real impact
before passing on any additional cost to their
customers and lose competitiveness.

Catalysing investment
in growth industries;
internationalisation

the Monetary Authority of Singapore
(MAS) and SPRING Singapore. This
reflects well on the government’s
efforts to maintain a relevant business
Budget 2014 also launched the
environment in which new sources
second phase of the Co-Investment
of funding are emerging, especially
Programme (CIP) to catalyse
for smaller businesses which face
investment in growth enterprises.
difficulty raising capital from
An additional $150 million will be
traditional sources.
provided to match private sector
To help companies
seize growth opportunities
overseas, the maximum loan
quantum under the existing
Internationalisation Finance
Equity crowdfunding for startups,
Scheme (IFS) has been
including the appropriate regulatory
doubled from $15 million
framework, will also be studied
to $30 million. This will
help fund asset investments
by the Monetary Authority of
abroad or working capital
Singapore and SPRING Singapore.
expenses for secured
overseas projects. The Global
Corporate Partnership
(GCP) will also be enhanced to raise
investments. This will be allocated to
the support level for pilot and testthe SME Co-Investment Fund II and a
bedding projects from 50% to 70%
new SME Mezzanine Growth Fund; the
for two years, and expand support
first makes direct equity investments
for staff attachments in overseas
while the second is a hybrid of debt
markets to cover the acquisition of
and equity. The government will also
new business or technical capabilities.
raise its share of risk in the Micro-Loan
In terms of upgrading skills, the
Programme (MLP) for young SMEs,
government similarly signalled its
which have been registered for less
strong support and commitment by
than three years, from 50% to 70%.
topping up the Lifelong Learning
Equity crowdfunding for startups,
Endowment Fund (LLEF) by $500
including the appropriate regulatory
million, bringing it to $4.6 billion.
framework, will also be studied by

The stakeholder says…

Which measure in Budget 2014 do you
consider most impactful or effective for
your company?
The most effective measure in the Budget 2014
for our company is the PIC scheme. Not
only is the scheme extended for another
three years, it also increases the maximum
expenditure per YA per activity from
$400,000 to $600,000 under the
PIC+ scheme from YA2016. We are part
of the supply chain of the semiconductor
industry and investment in machinery and
equipment to enhance productivity and
capability is key to our competitiveness,
especially in the tight labour environment
Chow Kam Wing in Singapore. The PIC scheme helps us
justify our decision to invest and develop
Executive Director and
our capability and knowhow in Singapore
Chief Financial Officer
Micro-Mechanics Ltd
instead of in other locations.

Do you find this Budget’s measures for
innovation and productivity more useful for
businesses than last year’s?
The measures for innovation and productivity
are more useful than the last Budget’s under
the PIC scheme. In Budget 2014, the PIC
scheme is extended for another three years.
With PIC+, the maximum expenditure cap goes
up by 50% per YA per activity.
Extending the enhanced tax deduction
for R&D expenditure for another 10 years till
YA2025 is also encouraging because R&D
takes time to show results; it is a high-risk
investment due to the high failure rate during
the process, and the uncertainty in future
market demand for our new products. This
extension not only provides us with a tax
incentive, it also boosts our confidence in this
direction over a longer time horizon.

March 2014
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The employers’ CPF
contribution rate will be raised
by 1% for all workers, with
an additional 0.5% to 1%
for older workers aged
50 to 65. Even so, the Budget
made efforts to ameliorate
the impact on employers by
delaying the implementation
till January 2015.
Addressing manpower
and other needs

The stakeholder says…

Lee Wai Fai

Managing Director,
Group Chief Financial Officer
UOB Group, and
ISCA Council Member
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on employers by delaying the
implementation till January 2015.
Employers will also receive a one-year
Temporary Employment Credit (TEC)
of 0.5% of wages, up to the CFP salary
ceiling of $5,000, for all workers, and
a one-year increase in the Special
Employment Credit (SEC) of up to
0.5%; this SEC comes on top of the

What is the most impactful or effective
measure in Budget 2014?
While 2014 Budget will be remembered
for its Pioneer Generation Package
which acknowledged the contributions of
the unique generation of Singaporeans
that built up this country, we view the
one percentage point increase of the
employers’ CPF contribution rates as
the most impactful measure. While the
rationale behind the increase is sound, we
are worried about the additional financial
burden on companies already facing
rising business costs in terms of wages
and rentals. We are especially concerned
about the impact on SMEs and on the

existing SEC of up to 8% of wages, for
the older workers.
Many businesses were also relieved
that Budget 2014 did not introduce
fresh manpower curbs across the
board, whether in terms of numbers
or levies, except for the construction
sector. This sector has been assessed
as a laggard in raising productivity.

employability of older workers who will see
an additional increase in employers’ CPF
contribution rates.
What is the incentive, for the Finance sector,
that is most important?
The government’s effort to provide certainty
on the tax treatment of Basel III Additional
Tier 1 instruments is important for the
Finance sector. This means that issuers
will be able to treat the Capital Securities
issued as debt for tax purposes. With this
certainty, we are likely to see more Basel III
instruments being issued in the market
and investors will benefit from having more
options to choose from.

Photo Corbis

Of note, while the Budget has taken
quite a number of measures to
significantly enhance support for
our companies, it has been careful
to avoid unduly raising the cost of
doing business for companies, except
for the increase in employers’ CPF
contribution. The employers’ CPF
contribution rate will be raised by
1% for all workers, with an additional
0.5% to 1% for older workers aged
50 to 65. Even so, the Budget made
efforts to ameliorate the impact

The stakeholder says…
What is the most impactful or effective
measure in Budget 2014?
Productivity is the central plank of Singapore’s
economic transformation and is crucial to
sustain business viability. Budget 2014
continues to chart Singapore’s journey towards
higher productivity, sketching out changes to
encourage businesses to make investments in
productivity-enhancing initiatives. The PIC+
scheme, specifically targeted at the larger
SMEs, is the most impactful measure.
SMEs are the backbone of our economy,
accounting for the bulk of the total number of
enterprises in Singapore. They contribute half
of economic output and create 70% of jobs.
It is this group that needs the most help in
making greater strides towards innovation and
skills, and technology upgrade. In one stroke,
this scheme provides the “carrot” to encourage
the bigger SMEs to make impactful investments
to restructure their businesses. This will go
some way to soothe the pains from rising rental
and manpower costs. To reduce administrative
burden, the government should keep the criteria
for this scheme simple and less prescriptive.

Beyond the public sector taking the
lead, the Budget will mandate as well
as incentivise construction companies
to adopt more productive and less
labour-intensive technologies.
The Budget will increase the
foreign worker levy for basic-skilled
(R2) Work Permit Holders in the
sector from $600 to $700 in July
2016. At the same time, to facilitate
construction companies to retain
experienced workers, the government
will extend the maximum period of
employment for higher-skilled (R1)
Work Permit Holders from 18 to 22
years for those from non-traditional
sources and China. To further help
construction firms, a Market-Based
Skills Recognition Framework will
allow the basic-skilled R2 workers to
more readily upgrade to R1 status.
For the other sectors, the
government will closely monitor
the growth of foreign manpower
before ascertaining whether further
tightening measures are needed for
2016 and beyond.

Which healthcare or pioneer generation
incentive is most useful for healthcare costs?
What trend do you see for healthcare costs in
the future?
The MediShield Life subsidy under the
Pioneer Generation Package will help to
defray healthcare costs. It is reassuring that
MediShield Life will cover all Pioneer Generation
members including those with pre-existing
conditions. The subsidy will increase with age
without any differentiation of income levels for
the Pioneer Generation.
It is inevitable that healthcare costs will
rise in the future. This is an issue close to
the hearts of older Singaporeans who are not
part of the Pioneer Generation. Accordingly,
a centrepiece of this Budget is addressing
healthcare affordability by extending the
scope of healthcare benefits to elderly
Singaporeans who do not qualify for the
Pioneer Generation Package.

Max Loh

Country Managing Partner, Singapore,
Regional Managing Partner, ASEAN
EY, and ISCA Council Member
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The stakeholder says…

Do you think the reliefs and GST Vouchers are
effective in helping with the cost of living?
If not, what might have made a larger impact?
Any form of relief or GST Voucher will help
individuals, particularly the lower-income
households. While the additional GST Vouchers
dished out in Budget 2014 will further help
households and senior citizens cope with the
cost of living, the benefits from the enhanced
parent and handicapped dependant reliefs are
likely to reach out to the sandwiched class too.
To top it off, repeating the personal income tax
rebate of up to $1,500 (announced in YA2013)
this year could have created a bigger impact.

Simon Poh

Tax Director
Nexia TS Tax Services,
and Board Member
Singapore Institute of
Accredited Tax Professionals
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Does the Budget go
far enough?
There were laments that Budget
2014 appears not to have provided
direct measures to help companies
which are not coping well with the
present circumstances, especially
restructuring. We need to be mindful
about whether supporting or propping
up companies in such a manner, for
example, with cash grants to manage
cash flow problems, would establish
an unhealthy precedent. These
companies can, however, continue
to seek relief through the Threeyear Transition Support Package.
Introduced in Budget 2013, the
package comprises the Wage Credit
Scheme, PIC Bonus and corporate
income tax rebate. In addition, this
year’s Budget provided several
measures which could help companies
address, albeit indirectly, rising
business costs. The PIC scheme was
extended for three years till YA2018.
New industrial spaces that cluster
companies within the same industry
would also be created to enable SMEs
to benefit from lower cost through
consolidation of operations, pooling of
resources, and aggregation of demand
for services. SMEs can also enjoy a
50% subsidy on their fibre broadband
subscription plans, capped at $120 per
month, for up to 24 months, to take
full advantage of ICT solutions.
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What is the most impactful or effective
measure in Budget 2014?
Without a doubt, the most impactful measure
in this year’s Budget is the comprehensive
Pioneer Generation Package. For businesses,
the most significant tax measure is the
introduction of the PIC+ scheme, coupled with
the extension of the PIC for another three
years till YA2018. These should entice SMEs
to jump onto the productivity and innovation
bandwagon in a bigger way, if they have not
already done so.
I would also like to highlight a tax-related
enhancement – the Land Intensification
Allowance (LIA) – which has been extended
for another five years till 30 June 2020.
Originally due to expire next year, the LIA’s
extension has also been broadened to include
the logistics sector as well as businesses
carrying out qualifying activities on airport
and port land. This extension is good news for
a greater number of businesses. What could
have been even better would be an extension
to cover the education sector, technology,
infocommunication and digital media industries
to boost Singapore’s efforts at being both
a global education and an IT hub with
sophisticated infrastructure.

A pertinent question raised was
whether the additional incentives
rolled out in Budget 2014 would meet
SMEs’ needs to raise productivity,
innovation and competitiveness and
lead to the desired outcomes. The
success of individual SMEs cited
by Deputy Prime Minister (DPM)
and Finance Minister Tharman
Shanmugaratnam in his Budget
speech as well as those of others is
instructive. It points to the usefulness
of government assistance incentives
in facilitating, if not catalysing, the

The stakeholder says…

Tham Sai Choy
Managing Partner
KPMG in Singapore

efforts of these SMEs to innovate
and transform themselves. More
importantly, it highlights the
underlying need for a change in
mindset, as well as readiness of SMEs
to take the first step to leverage on
the incentives as being crucial in
transforming themselves.
Overall, with many of the
enhanced measures targeted at
innovation, growth enterprises
and overseas opportunities, our
companies should now be better
encouraged to focus on the critical

What is the most impactful or effective
measure in Budget 2014?
Budget 2014 is very much a people’s
budget, with the government demonstrating
its commitment towards addressing the
concerns of all segments of society.
From a business perspective, the
extension of the PIC scheme and R&D tax
incentive will definitely offer much-needed
support to businesses in their productivity
and innovation drive. We have been
advocating adjustments to the PIC scheme
so that it is more accessible to local SMEs.
Therefore, we are very pleased with the
introduction of PIC+ as there is now finally a
tax incentive targeted specifically at SMEs.
However, even more can be done to

need for transforming their
capabilities, creating higher value and
sustaining their long-term growth.
It is imperative that our
companies, especially the SMEs,
leverage on the continued and
enhanced support provided by the
Budget to do so. There is only a small
window for them.
At the individual firm level, those
which fail to do so will find it difficult
to cope with the continued pressures
of a tight labour market and higher
business costs. Worse, they could
become less competitive, especially in
relation to those who avail themselves
of the support to upskill their workers,
raise productivity, restructure and
grow their businesses.
Over the longer term, we will
witness not only the restructuring
of businesses but also changes to
the relative mix of economic sectors.
This will lead to a consolidation,
with the growth of sectors which
enjoy higher productivity and create
higher value-add, and the pruning
of sectors doing less well. This will
be necessary to provide the next big
push to raise productivity and value
creation for the economy as a whole.
In light of this, all stakeholders in the
accountancy sector, including SMPs
and ISCA, should work together to
ensure that the accountancy sector
does well.

simplify our tax regime. We ought to adopt
a principle-based approach and move away
from prescriptive rules so that businesses
can access available benefits more easily.
We were also hoping to see a tax allowance
for self-generated brands to address the
tax disparity between brand purchases
and developers.
As an individual taxpayer, I am very
impressed with the generous Pioneer
Generation Package. This initiative sends
out a very important message – we are a
nation that remembers the hard work of its
pioneers. In all, Budget 2014 is an uplifting
one with something for everyone, ranging
from enhanced subsidies for students to
increased CPF contributions for all workers.

March 2014
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Budget Nuggets
Pioneer Generation Package

The stakeholder says…
What is the most impactful or effective
measure in Budget 2014?
There are two measures in Budget 2014 that
I see as having the most impact in moving
Singapore businesses up the value chain – one
is the financial assistance programme for the
adoption of ICT for its more immediate effect,
and the other is the renewal of the R&D tax
incentive with its longer-term implications.
Investment in ICT solutions will transform
businesses quickly through improving
productivity and reducing costs in a webenabled world, and plays to our strength as
a nation with a high internet penetration
rate, whereas R&D is an endeavour that will
bear fruit in the longer term, but holds the
potential to alter the competitive landscape
fundamentally. Together, they will underpin
Singapore’s drive to transform its economy.
Do you think the reliefs and GST Vouchers are
effective to cope with the cost of living?
The GST Voucher scheme introduced in 2012 in
the form of cash, Medisave top-ups and U-Save
rebates, addresses the regressive impact of the
GST and helps low- and middle-income groups
with their expenses and utility bills. As a
permanent feature of Singapore’s fiscal system,
it allows the government to take a targeted
approach and adjust the amount of payout each
year to the group that needs it. The special
Seniors’ Bonus of $170 million announced
in Budget 2014 is one such example to help
675,000 seniors offset daily expenses. In my
view, the flexibility to draw on a permanent
scheme and apply the benefits in a targeted
fashion makes the GST Voucher an effective
tool to help eligible families cope
with the rising cost of living.

Yeoh Oon Jin

Executive Chairman
PwC Singapore, and ISCA Council Member
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450,000

Pioneer Singaporeans to benefit from the

$8-billion

Pioneer
Generation
Package

Further

50% OFF

subsidised

bills

at specialist
outpatient clinics
and polyclinics

A Fair and Equitable
Society
The new major initiative of the Budget
is clearly the Pioneer Generation
Package. The Package has been
allocated $8 billion in a fund to be
created to provide life-long healthcare
benefits for 450,000 pioneers,
regardless of their income. For
Singaporeans aged 65 and above in
2014 and who became citizens before
1987, these benefits include further

discounts on subsidised
bills at Specialist
Outpatient Clinics,
Medisave top-ups and
... the Budget would be
subsidies for MediShield
welcomed by many
Life premiums. In addition
as
positive
efforts to help
to acknowledging the
role played by pioneers
the lower two-thirds of the
in building up Singapore
population to level up and
to what it is today, the
build a fair and
Package reinforces
equitable society.
the long-term focus of
the Budget to address
concerns over healthcare
cost for Singaporeans, especially
A Budget to cheer about
among the lower- and middle-income
Overall, the Budget did not disappoint.
families and the elderly.
The government has largely responded
To further strengthen social
to the appeal from the business
support, the Budget also rolled out
community to continue helping SMEs
measures to help older workers and
in their business transformation for
elderly Singaporeans by addressing
long-term sustainability. There is also
their healthcare cost concerns, as
greater progress in efforts to improve
well as help today’s young with
social equity. Interestingly, a fair
assistance for pre-school and tertiary
number of the issues covered in the
education. Of note, these benefits
Budget, in particular those related to
will cover not only those from the
businesses, had also surfaced in the
lower-income families but also include
ISCA Pre-Budget Survey conducted
middle-income families. Together
at the end of 2013, and raised at the
with the enhanced measures to help
ISCA Pre-Budget Roundtable 2014
people with disabilities access special
held in January 2014. The points
education and care services, as well
raised at the Roundtable, which
as the GST Vouchers and rebates on
were conveyed to the Ministry of
service and conservancy charges
Finance (MOF), included the concern
which will benefit the lower-income
over businesses’ focus on reducing
households more, the Budget would be
costs rather than innovation and
welcomed by many as positive efforts
transforming capabilities; the need
to help the lower two-thirds of the
to further incentivise R&D; greater
population to level up and build a fair
financing for SMEs including crowd
and equitable society.
equity and more risk-sharing, and
Of significance, these measures
encouraging businesses to further
have been rolled out without any
internationalise and seize growth
new or increase in tax on income and
opportunities overseas. These points
wealth. Reflecting the government’s
were in addition to the earlier inputs,
fiscal prudence, the $8-billion Pioneer
based on the survey results, which the
Generation Fund has also been drawn
Institute also conveyed to the MOF
entirely from this year’s Budget so as
in December 2013 in response to its
to free future Budgets for other needs.
public consultation exercise. ISCA

The details of the ISCA Pre-Budget Roundtable and Survey report can be accessed via the following links:
• http://research.isca.org.sg/wp-content/uploads/2014/02/ISCA-Pre-Budget-Roundtable-Report-2014.pdf
• http://download.isca.org.sg/research/ISCA%20Pre-Budget%20Survey%202014%20Final.pdf

Chan Sze Yee is Head, Research, and
Perrine Oh is Manager, Research, ISCA.
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Expanded role of finance leaders

It’s More Than
Just Financial
Statements
Finance Leaders Shoulder
Growing Responsibilities

by

perrine OH
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hat are the main requirements
and expectations of CFOs and
finance leaders in the modern
economy? What are the implications on
the requisite skills and competencies
of accountants? These are some issues
which IFAC’s discussion paper, “The
Role and Expectations of a CFO”, seek
to address and stimulate a global
debate on as it prepares accountants
for finance leadership roles, including
Chief Financial Officers (CFOs). The
paper also highlighted the changing
expectations and scope of the CFO and
finance leadership roles and the action
professional accountancy organisations
(PAOs) and employers can take to
prepare professional accountants for
finance leadership.
The IFAC discussion paper is timely
as it complements the recent efforts
the Institute of Singapore Chartered
Accountants (ISCA) has undertaken
to better serve the needs of CFOs and
senior finance professionals among its
membership. With more than 6,200 CFOs
and senior finance professionals serving
different industries among its members,
ISCA took the opportunity to respond to
the IFAC discussion paper. Our comment
letter to IFAC was established through
our research surveys, forums and
consultation with our members
including the Institute’s CFO Committee.

The following is an extract of our
comment letter.

1

Strategic Business
Partner with Strong
Ethics and Integrity
The rapidly changing business
environment, increasing regulatory
complexity and demands, and
globalisation have heightened the need
for CFOs and finance leaders to be
strategic business partners to their CEOs
and Boards. CFOs play an important role
in helping their organisations navigate
such challenging circumstances, better
manage business risks, and create value.
That said, the traditional role of
the CFO as the financial steward of the
organisation should not be undermined.
In light of the greater demand for
transparency and accountability,
especially post-Enron and post-Lehman,
CFOs serving as financial stewards and
gatekeepers, and observing the highest
standard of ethics and integrity, remain
core in many business organisations.
To stay relevant however, the
modern CFOs have to be prepared to
take on an expanded role above
and beyond that of the traditional
stewardship, to create value for the
organisation and shareholders.

8
“Balancing short-term pressures and
long-term business sustainability is
no mean feat. In light of the greater
demand for transparency and
accountability post-global financial
crisis, an effective CFO must be
fundamentally rooted with high ethics
and integrity, while performing his
role under commercial pressures.”
Chan Hon Chew, CFO, Keppel Corporation,
and Singapore Corporate Awards
Best CFO of the Year 2011

2

Building up Critical
C-Suite Skills

CFOs need to equip themselves with
the relevant skill-sets for this evolving
role. Going beyond traditional finance
and accounting skills, a modern CFO
MARCH 2014
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also needs to complement the CEO in
strategic planning and decision-making.
Based on ISCA’s CFO Survey1,
respondents put “strategic and soft skills”
as the top competencies for CFOs. The
survey also shows that the majority of
CFOs rate C-suite skills as being more
important than technical skills. Strategic
management skills are necessary for
CFOs to become effective business
partners to CEOs, and about 82%
indicated such skills are “very important”
or “critical” in their roles as CFOs.
Leveraging his strong grasp of the
organisation’s finances, the modern
CFO is well placed to provide a financial
perspective on the organisation’s
business plans and strategies. To
perform his enhanced role as a strategic
business partner however, the CFO
will need to acquire strong commercial
and business acumen and build up
his competency in strategic business
planning. This will enable him to relate
to business issues and provide relevant
financial insights and analysis to the
CEO as they, together with the rest of
the senior management team, develop
business strategies that create value for
the organisation and shareholders.
Other key competencies include
excellent communication and interpersonal skills, decision-making,
leadership, corporate governance,
negotiation, risk management
regulatory knowledge as well as
industry domain knowledge.

3

Building the
Talent Pipeline

The development of the modern CFO
can best be viewed as a journey. In
the first phase, he should develop his
core skills in accounting and finance,
regulatory compliance and financial
reporting to serve as financial stewards
of the organisation. This phase could
also see him acquiring skills in corporate
finance and treasury. Having acquired
these core competencies, he should then
focus, in the second phase, on developing
1

http://research.isca.org.sg/isca-cfo-survey-beyond-financecompetencies-for-the-modern-cfo/
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C-suite strategic and soft skills such
as communication and leadership to
enhance his role as a business partner.
In both phases, the aspiring CFO should
also maintain a clear focus in reinforcing
and upholding the importance of
ethics and integrity as he moves up the
leadership rungs.
To prepare aspiring CFOs for finance
leadership, PAOs can play a key role by
establishing a Continuous Professional
Education (CPE) framework, or a
CFO development framework, which
provides the continuum of education and
training in the areas of focus mentioned
earlier. PAOs can also organise thought
leadership seminars and events to keep
their aspiring CFOs abreast of the latest
developments and emerging trends in
CFO- and finance-related issues. Beyond
structured and unstructured training
with an applied focus, PAOs can organise
regular networking sessions and
mentoring sessions for CFOs and aspiring
CFOs to facilitate the exchange of
best practices, ideas and knowledge
among members.
Similarly, employers can play a
key role to prepare their professional
accountants for finance leadership

Photo getty images

Expanded role of finance leaders

8
“Beyond fundamental
technical skills, a
successful CFO needs to
be a strategic thinker,
with an intimate
understanding of the
business, and a good
communicator.”
Lee Shi Ruh, CFO,
Genting Singapore
and ISCA CFO
Committee Member

by establishing a structured finance
management development programme,
where feasible. Such a programme will
not only help ensure that there is a
sufficient pool of talented finance and
accounting professionals to support the
organisation in achieving its strategic
goals, it will also serve to attract, recruit
and retain these talented professionals in
the organisation.

4

Striving for
Finance Leadership

To strive for finance leadership, aspiring
CFOs would need to consider at least four
main factors:
Keep an open mind on the roles
and expectations placed upon the
profession to adapt to and embrace
changes in these evolving roles and
expectations;
Develop a firm foundation in
finance and accounting areas in the
early years, which will carry them
far in their career;
Seek out opportunities to learn
and acquire broader skills beyond
accounting and finance so as to give
themselves the requisite varied
commercial and business exposure,
where appropriate;
Beyond these, and constituting the
most crucial factor in our view, the
professional accountants should
continue to acquire a deep and
strong grounding of ethics
and integrity.

5

Recognition for
Excellence in
Finance Leadership
and Accreditation

As one key way to influence the
professionalism of finance leadership,
the Institute believes in acknowledging
the value of CFOs, recognising their
individual excellence, promoting
good practices, and strengthening the
branding of the profession and industry.
To recognise and acknowledge the
best in financial leadership in publiclisted companies, ISCA has been working
closely with other relevant stakeholders,
such as Singapore Institute of Directors
(SID) and Singapore Exchange (SGX),
on the “Best CFO Award” – one of
the awards under the auspices of the
Singapore Corporate Awards. The
objectives of the award are to honour
CFOs who play the important supporting
and advocacy role in promoting
good governance, disclosure and
transparency; acknowledge CFOs who
are exemplary role models in corporate
financial disclosure by going beyond
the regulatory financial reporting
requirements, and recognise CFOs who
help create long-term shareholder value.
Such recognition aims to positively
influence and promote good practices
in the finance community, thus raising
the bar on financial leadership to a
higher level.
Another possible means to influence
finance leadership professionalism is
for stakeholders, such as professional
bodies and employers, to encourage the
certification and accreditation of finance
skills which the finance professionals
acquire during their early years. The
clearer visibility of their upgrading
efforts may spur them on to acquire
even more relevant skills and
competencies. ISCA
ISCA’s full comment letter to IFAC can be found
at http://research.isca.org.sg/

Perrine Oh is Manager, Research, ISCA.
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Demystifying
Forensic
Accounting

Mysterious, Exciting, Glamorous?

by

Owen M.
Hawkes

R

ecently, ISCA asked if
I would do a seminar for their
members on “Demystifying
Forensic Accounting”. While it sounds
agreeably glamorous to be working in
a “mysterious” field, in truth, there is
nothing impenetrable about forensic
accounting.
In a nutshell, forensic accounting
mostly involves pulling together the best
information to get behind appearances,
and provide the facts.

What do we mean by
“forensic” accounting?

Assuming that we have a common
understanding of what “accounting”
entails, what does adding “forensic”
indicate? The Oxford English Dictionary
defines “forensic” as “relating to or
denoting the application of scientific
methods and techniques to the
investigation of crime and relating to
courts of law”. So forensic accounting
implies the use of accounting methods
and techniques either to investigate
crime or to assist the courts. These two
elements make up the core of most
forensic accounting practices today.
However, the forensic departments of
accounting firms, and individual forensic
practitioners, involve themselves in
a much wider range of activities than
criminal investigation and litigation.
30
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When did it all start?
The first modern forensic accountants
were bank examiners hired in 1908 by the
fledgling United States Federal Bureau of
Investigation (FBI), forming 12 of the 34
investigators of the FBI’s roster1. The use
of accountants for financial investigation
continues and approximately 15% of FBI
Special Agents today are accountants.
In 1988, the largest professional
organisation for fraud investigators, the
Association of Certified Fraud Examiners,
was founded by former FBI agent Joseph
Wells. Today, it counts nearly 70,000
members worldwide.

Who performs
forensic accounting?
Now is the time to make an admission.
I am not originally an accountant.
My background is in law; I practised as
a barrister in the UK for a number of
years, including six years at the Serious
Fraud Office, a fraud investigation
and prosecution department of the
UK government. I only joined KPMG’s
Forensic department in 2007. So not
everyone in “forensic accounting” is
actually an accountant, or necessarily
works for a public accounting corporation.
A straw poll of the forensic

Investigations might be into fraud
by company employees (for example,
so-called “rogue” traders in banks),
by companies themselves (especially
relating to financial reporting) or
third parties (perhaps by vendors or
franchisees). In part due to aggressive
global anti-corruption legislation,
bribery and
corruption is
increasingly
the subject of
The bread and
investigation.
butter of most
As these involve
forensic practices
obtaining and
reviewing
are investigations
accounting
and disputes.
records and
Investigations
supporting
might be into
documents, as
fraud by company
well as tracing
employees,
funds, accountants
by companies
bring essential
skills to bear.
themselves or third
Dispute
parties. Because of
advisory services
aggressive global
generally involve
anti-corruption
providing either an
legislation, bribery
“expert” opinion
and corruption
to a tribunal or
is increasingly
advice to a litigator
on a topic in which
the subject of
the accountant
investigation.
is highly skilled
and experienced.
The subject matter itself can vary greatly
– often relating to valuation, where
putting a number on the value of an
undertaken by forensic departments.
asset or losses incurred is essential to
enable a tribunal to provide a remedy to
What does a forensic
the injured party. Given their particular
accountant do?
expertise, accountants also opine on audit
The general press tends to refer to
standards, financial reporting standards
forensic investigators as “auditors”, and
and corporate regulatory issues.
the term “special audit” is often used,
Other core activities include
particularly in the context of regulatorregulatory compliance advice and
directed investigations. However, the
reviews. Many industries are subject
objective and therefore scope of their
to stringent regulation, for example,
work varies greatly from engagement
in respect of money-laundering and
to engagement and rarely resembles an
external audit.
The bread and butter of most forensic
New England College School of Graduate and Professional Studies, 2013
practices are investigations and disputes.

s

professionals I know indicates that while
about half have an audit or internal audit
background, about a fifth are from law
enforcement or regulators, mostly police.
Another fifth are technology specialists
or data analysts. The remainder are
business or industry specialists. It is
perhaps more accurate to talk of forensic
investigators – each of whom may or
may not have an accounting pedigree.
Why is there such diversity? As we
will see below, this reflects both the
wide range of capabilities required for
core services such as investigation,
as well as the much broader work

1
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sanctions. Clients in such industries
require assistance in designing and
implementing compliance frameworks,
reviewing observance with applicable
standards and remediating potential
deficiencies. Consultants in regulatory
compliance come from a variety of
industries and professions, although
many are accountants with a relevant
audit background.
Outside of these core activities, the
needs of forensic practice are increasingly
diverse. In today’s electronic environment,
forensic technology is an essential part of
32
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an investigation team’s toolkit, entailing
specialists at obtaining and extracting
electronically stored information (ESI)
from servers, personal computers, phones
and tablets. Once that ESI is obtained,
electronic review platforms are needed
to review it, requiring specialists in
e-discovery systems.
The work forensic accountants
perform for their clients also has
natural corollaries. Once a client has
been the victim of fraud, it will often
ask its forensic accountants how it
should prevent, detect or respond

to it better in the future. A variety of
risk management services relating to
fraud and regulatory requirements
are therefore part of the forensic
accountant’s job description. These
may involve specialists in governance,
regulation and process design.

Is forensic
accounting for me?

The foregoing is just a taster. These days,
very diverse services are provided by the
largest forensic practices. For example,
a brief scroll through my inbox, for this

s
The work forensic accountants
perform for their clients
also has natural corollaries.
Once a client has been
the victim of fraud, it
will often ask its forensic
accountants how it should
prevent, detect or respond
to it better in the future. A
variety of risk management
services relating to fraud and
regulatory requirements are
therefore part of the forensic
accountant’s job description.
These may involve specialists
in governance, regulation and
process design.

month alone, reveals updates on climate
change and sustainability, “conflict
minerals” and the delivery of major
infrastructure projects from forensic
colleagues. If this sounds like a field you
might be interested in, what qualities
should you have? The American Institute
of Certified Public Accountants (AICPA)
carried out a study2 of the top traits and
characteristics that lawyers, other CPAs
and academics thought that forensic
accountants should possess.

2

Characteristics and Skills of the Forensic Accountant, AICPA, 2010

Unsurprisingly,
“analytical” was
number one for
all three groups
surveyed. Happily,
“ethical” was a
popular choice as
well. Interestingly,
academics did not
seem to think being
“detail-orientated”
was as important as
lawyers (for whom
it was second most
important) and
CPAs (joint third
with “Ethical”). At
the same time, lawyers did not consider
“inquisitive” or “skepticism” to be worthy
of being in the top five characteristics,
while academics and CPAs did. Without
wanting to break ranks with my legal
brethren, a forensic accountant who
is not more than usually inquisitive or
skeptical is unlikely to be very good at
his or her job. Although, perhaps for the
lawyers, it depends about whom forensic
accountants are skeptical.
Equally interesting are the factors
that cause dissatisfaction with forensic
accountants. Lawyers cited inabilities to
simplify, communicate orally, understand
the goals of a case, and identify key issues
as their top four peeves. Hence, quality
of communication and strategic thinking
are likely to be key distinguishers for
would-be forensic accountants when it
comes to retaining clients.

Where is forensic
accounting going?

The global business intelligence firm
IBISWorld estimated prior to the
financial crisis that global forensic
accounting revenue would increase
by 7.9% annually. In 2008, amid a
recession that saw bankruptcies
increase by approximately 50%, it

upped its estimated growth to 10.2%
per annum. Clearly, forensic accounting
is not going away.
Moreover, trends that we see
affecting the industry seem likely to
accelerate. An example of such trends is
the ever-expanding cross-jurisdictional
regulatory and enforcement activities
of various governments, for example,
the US government’s Foreign Account
Tax Compliance Act and the conflict
minerals provisions of Section 1502
of the Dodd-Frank Wall Street Reform
and Consumer Protection Act. Another
example is the ongoing demand for
natural resources to feed growing
economies and populations. Regulation
requires compliance and policing, while
developing natural resources often
involves working in challenging national
environments, which brings higher risks
of fraud and corruption.
As well as increasing demand, these
trends will affect the practice of forensic
accounting, requiring more globalised
delivery to deal with cross-border
engagements. Clients also increasingly
demand that forensic accountants focus
on helping them mitigate problems
rather than clean up after they have
occurred. Forensic accountants, like
their accounting colleagues in other
fields, will have to be advisors as much
as responders. Neither is the practice
of forensic accounting immune from the
growth of “big data”. Data analytics is
currently widely used for investigations
and proactively identifying fraud
and misconduct using organisations’
accounting and personnel records.
However, the impact of its wider
application in anticipating fraud, bribery
and litigation risks using public and
unstructured data will be felt in years
to come. ISCA

Owen M. Hawkes is Partner, Forensic Services,
KPMG in Singapore.
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New Liquidity
Coverage Ratio
Framework
Challenges and Opportunities

by

Frederic
BertholonLampiris

T

he Monetary Authority of
Singapore (MAS) issued a
consultation paper1 in August 2013
on the implementation of the Liquidity
Coverage Ratio (LCR) framework
and this poses varied challenges and
opportunities for bankers.
The MAS version of the LCR is nearly
identical to Basel III2 and designed to
test an organisation’s resilience to a
short-term liquidity crisis. The ratio
compares the level of available and
unencumbered assets (High Quality
Liquid Assets (HQLA)) with the potential
net cash outflows the entity would face in
a stress scenario over a 30-day horizon.
Where Basel III applies a limit only to
the consolidated LCR (all currencies),
MAS proposes two additional thresholds.
The first is the Singapore Dollar LCR
(SGD LCR), which is less of an issue for
most banks here although the timing
could represent a challenge, as banks
will have to reach a minimum 100%
SGD LCR by 1 January 2015, contrary to
the consolidated LCR which follows the
international phase-in approach from
60% in 2015 to 100% on 1 January 2019.
The second is the US Dollar LCR
(USD LCR), with requisite thresholds
to go from 40% in 2015 to 80% by
1 January 2019. Banks will have to hold a
minimum portfolio of USD-denominated
assets eligible as HQLA. As many banks
34
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rely on foreign funding, they may have
a significant level of currency mismatch
between assets in SGD and liabilities
substantially USD-denominated.
Some business segments, like wealth
management, could be significantly
affected by this requirement.
In regard to HQLA, the Basel
Committee extended eligible HQLA
to additional categories of assets but
MAS has removed some (residential
mortgage-backed securities (RMBS) and
equities) from its proposed framework.

Potential Opportunities

The first opportunity is the potential
flexibility for some banks, as reflected by
two key MAS propositions: the collective
LCR requirement and the case of
branches. The collective LCR requirement
means that MAS may grant to a group
of related entities based in Singapore
(for example, a branch and a merchant
bank belonging to the same international
group) the ability to comply with one
single consolidated LCR requirement,
instead of complying on a standalone

basis. This would depend on the ability
of the bank to demonstrate management
of liquidity on an aggregated country
level, and prove that the related policies,
procedures and processes are in place
and effective. MAS is also aware of the
industry concerns about having to
comply with local liquidity requirements
while running their business model and
managing their liquidity on a regional or
group level, and is ready to address this
significant dichotomy by modulating the
LCR requirements for branches of foreign
banks, assuming certain conditions are
met, such as full compliance with LCR at
the group level.
The second opportunity relates to
how intragroup flows are considered
within the LCR computation. Under
Basel III, both intragroup assets and
liabilities are applied a 100% factor,
which entails significant cash inflows
and outflows simulated through the
1

MAS Consultation Paper on Local Implementation of Basel III Liquidity
Rules – Liquidity Coverage Ratio, 16 August 2013
2
Basel Committee on Banking Supervision, Basel III: The Liquidity
Coverage Ratio and Liquidity Risk Monitoring Tools, January 2013
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Comparison between Basel III and MAS Treatment for Intragroup Flows
Figure 1
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“The LCR
framework requires
more key functions
to synergise
their efforts
to adequately
address regulatory
challenges.
Treasury, Asset
and Liability
Management, and
Risk Management
leaders are gaining
momentum and will
need to collaborate
with the CEO
and the CFO, to
offer practical
and sustainable
compliance
solutions.
LCR computation. Considering that
inflows are regulatory-capped to 75%
of outflows, this may bring the LCR
artificially down without reflecting the
actual liquidity risk profile. Instead, MAS
is proposing to net intragroup exposures
on a daily basis before computing the
ratio. This could reduce the potential
impact of the 75% cap and its attached
need for additional HQLA (see Figure 1
illustration). MAS will have the ability
to disallow this in case of higher risk
transactions though.
In addition, whereas the Basel III
framework plans that each local
jurisdiction has discretion to apply a
run-off factor between 0% and 5% to
contingent funding obligations related
to trade finance transactions, the
consultation paper proposes a relatively
balanced run-off factor of 3% for those
transactions.

Strategic and Business
Implications

Bankers have to gauge the potential
implications on the business model and
profitability. The first implication is the

effect on balance sheet management
and the governance structure. The LCR
framework requires more key functions
to synergise their efforts to adequately
address regulatory challenges. Treasury,
Asset and Liability Management (ALM)
and Risk Management leaders
are gaining momentum and will
need to collaborate with the CEO
and the CFO, to offer practical and
sustainable compliance solutions. Some
organisations have chosen to designate
a dedicated function to manage and
optimise liquidity from a regulatory
cost perspective. Specific risk appetite
and stress scenario frameworks are also
being developed to address liquidity and
funding risks.
The second key implication is the
need to adjust the core business model.
The assumptions defined by the LCR
framework may have very different
impacts, depending on the effective
duration and nature of the products and
the nature of the counterparties. For
instance, an operational relationship
with another financial institution
will be treated asymmetrically, that
is, preventing the organisation from
recognising any inflow over the next 30
days from operational deposits held at
other financial institutions (assets), but
at the same time having to simulate a
minimum 25% run-off of the respective
deposits from the same institutions
(liabilities). Another example is wealth
management, where deposits via
intermediary structures such as trusts
and personal investment companies may
be applied a more severe run-off factor.
Lastly, the coexistence of the
various Basel III requirements (capital
adequacy ratios (CAR), LCR, Net Stable

Funding Ratio (NSFR) and leverage
ratio) intensify the need for viable
and sustainable solutions in order to
maintain profitability. More banks are
working on the implementation of a
comprehensive Funds Transfer Pricing
(FTP) model, to allow a finer allocation
of capital and liquidity/funding costs
for each business segment. They also
review their pricing models to optimally
allocate regulatory costs across products,
client segments and when assessing
profitability and economic value added
(EVA) of the different business units.
This often leads to rethinking the ALM
function and restructuring the mix of
activities. This is linked to a pursuit of
more stable deposits and long-term
funding opportunities with “Basel IIIfriendly” customers.

Last Thoughts

Behind the multiple operational
challenges lie strategic implications
which should not be underestimated
and need to be managed. Although Asian
banks tend to experience less liquidity
issues on average than their European
counterparts, some business segments
may have to suffer higher liquidity and
funding costs. This may lead to balance
sheet restructuring and risk reallocation,
not only in Singapore but also across the
region. Ultimately, the question will be
how to adapt shareholders’ expectations
to this new environment where capital,
liquidity and returns all come at a higher
regulatory cost. ISCA
Frederic Bertholon-Lampiris is Director,
Financial Services Industry, Deloitte
Singapore. He specialises in the field of
risk management governance, tools and
methodologies applied to banking activities.
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50 Shades of Tax
Leave Complex Tax Matters to the Professionals

by

Joanna
Wong

E
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which provide clarity on how IRAS
interprets the Income Tax laws but they
are not law-binding. Individuals who do
not have specialised tax knowledge may
not fully comprehend the interpretation,
and may not therefore be able to make an
informed judgement.
SIATP and its technical committees,
comprising highly established tax
specialists with a wide repertoire of
tax experience, shed light on some of
these corporate tax misconceptions that
taxpayers may not even be aware of and
which may result in taxpayers facing dire
consequences.

Awareness of Latest Tax
Changes
On this note of unawareness, some
business owners and taxpayers who do
not engage a tax consultant may not,
for example, be aware that they are
able to file an objection to the Notice of
Assessment (NOA) issued by IRAS.
While the period to file an objection
has been extended from 30 days to

two months from the date of service of
the NOAs dated on or after 1 January
2014, taxpayers must also now state the
precise grounds of objection and submit
supporting documents if any for the
objection to be valid. It must also be noted
that even if an objection is lodged, the
taxes must still be paid within one month
from the date of service of the NOA.

Difference in Income Per
Financial Statements and
Chargeable Income
Businesses, particularly those which
choose to do their own tax filing, may not
be aware of the complete requirements
in tax filing. The income for a business
may not be the same figure as that
reported in the entity’s tax return. This is
because some of the company’s income
may not be taxable while some expenses
may not be deductible for tax purposes.
Thus the income should be adjusted first
before tax may be computed.
For example, as Accredited Tax
Advisor (Income Tax) Sivakumar

Photo Shutterstock

veryone must have heard this
age-old advice from their doctors,
“Prevention is much better than
cure.” The same can be said for tax. In the
words of a retiring Big Four tax partner,
“Prevention is much, much cheaper than
the cure. But sometimes, taxpayers never
seem to learn until it’s too late.”
Indeed, very often, businessmen
or employers perceive tax as a mere
computational form-filling annual
exercise. A garang (meaning “courageous”
or “foolhardy” in Malay) business owner
may even attempt to complete the various
mandatory statutory tax requirements
on his own and many others may try to
haggle their generalist consultants to
include tax services for free (no more!)
in their scope of work.
Do these business owners or
consultants truly know the latest tax
developments if tax is not a key focus
of their day-to-day work? As Singapore
Institute of Accredited Tax Professionals
(SIATP)’s SME Tax Sub-Committee
member, Accredited Tax Advisor (Income
Tax & GST) N Vimala Devi commented,
“Tax is an evolving subject where being
regularly updated and possessing
practical experience are key. It is a
specialist area which requires expert
knowledge of the Income Tax rules and
legislation. If a person just delves into tax
on an ad hoc basis, then such a person
may not fully understand the application
of the Income Tax rules.” Ms Devi is Tax
Director, BSL Tax Services Pte Ltd.
There are many e-guides on a wide
range of tax areas on the Inland Revenue
Authority of Singapore (IRAS) website

Saravan, Tax Director, Crowe Horwath
First Trust Tax Pte Ltd, pointed out,
“Some businessmen tend to have the
misconception that private motor vehicle
expenses, such as maintenance, petrol
and ERP charges are tax deductible if
they are incurred for business purposes,
such as travelling to meet clients, and
therefore make erroneous claims in their
tax returns.” Mr Saravan is a member of
the SME Tax Sub-Committee.
In addition to expenses that are not
tax deductible, there may also be income
that are not taxable and thus should not
be included to the net profit or loss when
determining a company’s tax obligations.
Some of these non-taxable income
include capital gains such as gains from
sale of fixed assets.

Tax Complications Galore
As if determining the correct income
or loss amount that is taxable is not
complex enough, complications pile on
in various areas. For example, while the
company’s private car-related expenses

are not deductible as stated in the earlier
example, the related expenses such as car
park charges and petrol are deductible
for commercial vehicles.
Another common item in many
businesses’ financials is government
grants. Business owners who have
leveraged on the various government

grants will realise when they attempt
to complete their businesses’ tax
returns that not all grants have the
same tax treatment!
Grants will be taxed if they are given
to supplement the trading receipts or
to defray operating expenses of the
company, unless exemption from tax is
provided under the provisions of the
Singapore Income Tax Act. An example
would be the SME cash grant which is
not taxable. On the other hand, if the
grant is given to the company to acquire
capital assets, it is capital in nature and is
not taxable.
These are just the tip of the iceberg on the complexities of tax one
considers in addition to issues such
as the taxpayer’s obligations to report
remuneration including benefits in kind
provided to employees, compliance with
withholding tax obligations and timing

s
“While IRAS has made an admirable effort
in putting loads of easily-understood
information online, businesses may have
the wrong perception that tax is a simple
exercise. Tax issues are aplenty. Businesses
may expose themselves to undue risk by
attempting to deal with complex tax matters
on their own without the help of
an accredited tax specialist.”
Accredited Tax Advisor (Income Tax) Latha Mathew,
SIATP Board Member, Head of SIATP’s Tax & Levies
Committee, and Tax Partner, EY in Singapore
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s
“Small and medium-sized businesses may
seem to have less complex tax issues to
grapple with. However, these businesses are
also prone to cash flow issues. Having a
well-advised tax plan in place helps.
The business owner can then have
peace of mind to focus on the core
aspects of his business.”
Accredited Tax Advisor (Income Tax & GST) Simon Poh,
SIATP Board Member, Chair of SIATP’s SME Tax SubCommittee, and Tax Director, Nexia TS Tax Services Pte Ltd
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have made errors in their tax returns
to voluntarily come forward to
correct their errors. Reduced or no
penalties may be imposed if an error is
voluntarily disclosed under the VDP. In
this aspect, taxpayers must also be aware
of the intricate issues involved and the
changes put in place in this area.
SIATP Board Member and Head
of SIATP’s Tax & Levies Committee,
Accredited Tax Advisor (Income Tax)
Latha Mathew summed it up, “While IRAS
has made an admirable effort in putting
loads of easily-understood information
online, businesses may have the wrong
perception that tax is a simple exercise.

Joanna Wong is Senior Manager, SIATP. This
article is based on insights from SIATP’s
Tax & Levies Committee and SME Tax SubCommittee. For more tax insights, please
visit www.siatp.org.sg.
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rules when claiming certain expenses
such as directors’ fee payments and
bonuses paid to staff.
To add on, hefty penalties may be
imposed when errors or omissions
are detected in taxpayers’ returns.
Depending on individual circumstances,
a penalty ranging from 100% to 200% of
the amount of tax undercharged may be
imposed for filing an incorrect return or
providing incorrect information to IRAS.
A fine up to $5,000 or imprisonment up
to three years may also be imposed.
On this note, IRAS has put in place a
Voluntary Disclosure Programme (VDP)
that aims to encourage taxpayers who

Tax issues are aplenty. Businesses may
expose themselves to undue risk by
attempting to deal with complex tax
matters on their own without the help of
an accredited tax specialist.” Ms Mathew
is Tax Partner at EY in Singapore,
SIATP Board Member and Chair
of SIATP’s SME Tax Sub-Committee,
Accredited Tax Advisor (Income Tax
& GST) Simon Poh added, “Small and
medium-sized businesses may seem to
have less complex tax issues to grapple
with. However, these businesses are
also prone to cash flow issues. Having a
well-advised tax plan in place helps. The
business owner can then have peace of
mind to focus on the core aspects of his
business.” Mr Poh is Tax Director, Nexia
TS Tax Services Pte Ltd. ISCA
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China’s Dragons are Here
From

Perspectives@SMU
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ike a blockbuster movie 20 years
in the making, China’s dragons have
evolved to push the boundaries of
global competition.
Accelerated innovation is the new
frontier of global competition and it’s a
space where China’s go-global companies
are excelling. “Even if you’re not
intending to go to China, the Chinese are
coming to you,” said Peter Williamson,
Professor of International Management
at the University of Cambridge, Judge
Business School.
Although China is not new to
innovation and its history of innovation
dates back many centuries, many still

believe that China’s low cost simply
results in low prices. But it’s more
than the struggle for lowest possible
prices, he told Perspectives@SMU on
the sidelines of SMU’s Shaw Foundation
Distinguished Faculty Lecture Series.
“It’s about using your cost advantage in
an innovative way.”
Co-author of Dragons at Your Door:
How Chinese Cost Innovation is Disrupting
Global Competition, Prof Williamson
emphasised that contrary to another
long-held perception of China as
imitators of technological innovation, its
current focus is on re-engineering and
industrialising R&D and innovation to

Chinese companies
now compete on
innovation but
not necessarily
on the basis of
technological
breakthroughs.
Instead, they
are innovating
across a broad
front including
new applications
for existing
technologies,
reviving
technologies that
are considered
mature and
developing
innovative business
models.
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the global supply chain, “and once they
get in, they start to expand their presence
along the chain,” he said. They have
also followed an “outside-in strategy”
in expanding globally: building their
strength in peripheral markets like Africa
and the Middle East – of less significance
to established competitors – and then
moving to more developed markets.
“The biggest supplier of television sets
in Africa is a Chinese company called
Hisense,” he said.

Not yet time to give up
and go home

Dragons have their weaknesses, said
Prof Williamson, citing immature brands
and a lack of international experience in
running complex organisations across
countries. “Building a brand takes time,
even decades, and a lot of subtle cultural
knowledge.” The same goes for building
organisations, he added. Nestlé, for
example, has 100 years of experience in
running an international company.
However, rather than view the

challenges posed by accelerated
innovation by the dragons as a simple
battle between China and non-China
enterprises, Prof Williamson prefers to
see it as a race to the future. “Both groups
are trying to develop the products and
capabilities to win in tomorrow’s global
market from different starting points.”

Lessons for
policymakers

Chinese companies are fundamentally
pragmatic, rather than idealistic, he
said, which leads to a close working
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make it much faster and cheaper. Chinese
companies now compete on innovation
but not necessarily on the basis of
technological breakthroughs. Instead,
they are innovating across a broad front
including new applications for existing
technologies, reviving technologies that
are considered mature and developing
innovative business models.
The name he gives to these Chinese
companies, “dragons”, captures the fact
that they are pushing the boundaries
of conventional global competition and
using the unique scale and capability of
China to push out into the world. Their
emergence is not a sudden phenomenon;
most companies have been working
quietly for 20 years building their
capabilities inside China – unseen by
many outside – said Prof Williamson,
giving the example of AAC Technologies.
Headquartered in Shenzhen, and
with research facilities around the
world including Singapore, AAC
Technologies started in 1993 making
buzzers for alarm clocks. Twenty
years later, it is a major supplier of
microphones and cameras to leading
makers of mobile phones. Few
anticipated the rise of companies like
AAC Technologies and how fast they
would learn and innovate, given their
humble beginnings.
Outsourcing to China has been
important in allowing the dragons to
learn very specific skills and then enter

Non-China
corporate
policymakers and
strategists need to
watch out for “loose
bricks”, even at the
low-end segments
of the market,
often perceived as
not profitable, or
insignificant.

relationship between companies and
the government. In Africa, for example,
they have helped African countries
develop free-trade zones in many
places, a policy that contrasts with
many non-Chinese companies that
do not wish to deal with the broader
institutional-political possibilities. He
suggested that companies need to match
what the dragons are doing through a
better understanding of cost innovation
approaches as practised in China to
improve value for money and accelerate
product development. “I also think it’s

important that you become competitive
in China itself; you can’t let the dragons
have the Chinese market to themselves,
because you will be exposed to them
coming out,” he noted.
According to him, there are several
ways to meet the challenge. They could
include acquisition of any necessary
complementary skills through leveraging
a Chinese subsidiary (where one exists);
acquisition of a company (as with
Nestlé’s US$1.7-billion acquisition of Hsu
Fu Chi, a Chinese confectionary firm that
is listed in Singapore), and the formation

of an alliance with a Chinese company to
jointly conquer the global market.
Yet, as companies limber up and
endeavour to meet the challenges, he
believes management of intellectual
property is becoming an even more
pressing issue which should become a
mandatory part of the C-suite agenda.
“I think people should work very hard to
try and protect their intellectual property.
That’s difficult to do inside China but you
can do it outside China once the Chinese
companies come abroad.”
Above all, Prof Williamson said,
non-China corporate policymakers and
strategists need to watch out for “loose
bricks”, even at the low-end segments
of the market, often perceived as not
profitable, or insignificant. The term is
used to describe a market segment that
can be attacked, forcing a competitor
to retreat or abandon. The Chinese, he
explained, have been very good at finding
loose bricks in the defensive walls of
existing companies.
“There are lots of things that your
company probably doesn’t think is an
important segment but it provides a
loose brick for the Chinese company to
take, and once they have that, they can
grow and expand. So be careful of your
loose bricks,” he added. ISCA
First published on 20 November 2013
in “Perspectives@SMU” by the Centre
of Management Practice, Singapore
Management University. Reproduced
with permission.
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Towards Better
Financial Reporting
Five Areas of Focus

by

Reinhard Klemmer
and Ryan Tong

T

he global financial crisis has
invited increased scrutiny of the
activities companies undertake. It
is no surprise therefore, that in the past
couple of years, much more emphasis
has been placed on the presentation
of financial statements. Regulators,
investors and the wider public are also
now more particular about the quality
of disclosures in financial statements.
Despite this, boilerplate disclosures are
still commonly seen in practice. These
often inadequately explain a company’s
financial performance and standing.
In this article, we highlight five
disclosure areas where improvements
can easily be made.

1. Financial estimates
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in Singapore and assessed that the
cumulative effects of the property
cooling measures will have an immediate
dampening effect on the selling prices of
the unsold inventories. After considering
all facts and circumstances, the developer
concludes that the development’s
properties must be written down
by a certain percentage. None of the
properties are sold after year-end.
In the 2013 financial statements,
the developer provides the disclosures
required such as the amount of writedown and the circumstances leading to

the write-down. During the process, the
developer must consider if the estimates
it has made are highly uncertain and
carry a significant risk of a material
adjustment to the carrying amounts of
the development properties within the
next financial year.
If so, the developer needs to provide
the necessary disclosures to comply
with the accounting standard. These
disclosures include the assumptions
used to develop the estimates and how
sensitive the carrying amounts are to
changes to the assumptions.
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Have sources of estimation
uncertainty been adequately
disclosed by your company?
Companies are required to disclose
major sources of estimation uncertainty
that have a significant risk of causing
a material adjustment to the carrying
amounts of assets and liabilities within
the next financial year. Adequate
disclosures should be made in the
financial statements so users can see
the potential effect of estimations on the
financial performance.
For example, a developer has
existing unsold development properties

2. Future adoption
of new accounting
standards
What is the impact on your financial
position and performance?
We will try to explain this using an
illustration. A company, A Limited, is the
sponsor of a Singapore publicly-listed

real estate investment trust (REIT). Its
wholly-owned subsidiaries are the asset
and property managers of the REIT
who therefore direct key decisions of
the REIT. A Limited holds more
than 40% unit holdings in the REIT
and concluded that it will have to
consolidate the REIT due to the

adoption of the new consolidation
standard.
During the process of finalising
the quantitative impact arising from
consolidating the REIT, A Limited states
in its financial statements that it is in
the process of “assessing the impact of
the adoption”.
MARCH 2014

45

Technical Excellence
Better Year-end Reporting

The disclosure that A Limited is in
the process of “assessing the impact of
the adoption” will not provide adequate
information on the potential impact
arising from the impending accounting
changes. For new accounting standards,
companies should disclose estimable
information that could be helpful in
assessing the impact that the application
of the new standards will have on the
entity’s financial statements.
While A Limited has not finalised
the precise quantitative impact, it should
disclose the fact that the group will have
to consolidate the REIT upon adoption
of the new standard and it could also
disclose the impact on the financials or
an approximation of the potential effect.
In addition, A Limited could disclose
the assumptions used to determine the
estimated effects and add that the group
is still finalising the effect of adoption of
the standard.

3. Cash flow statement
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of the operating business of the company.
What companies should do is to pay
adequate attention to the preparation of
the statement of cash flows and carefully
evaluate the classification of cash flows.

Companies should present the cash
flows from operating, investing and
financing activities based on the nature
of the cash flows.
For example, a company has a
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Have transactions been appropriately
reflected in the cash flow statement?
There has been less focus placed
on the preparation of the statement of
cash flows, compared to other primary
statements.
Operating cash flows provide
information on the cash generated by
the business and are frequently used by
analysts. On the other hand, financing cash
flows are important for users to predict
the claims on future cash flows by longterm capital providers such as lenders and
shareholders.
If the cash flows are not properly
classified, users might be led to the wrong
conclusion on the cash generating abilities

s
Companies are
required to disclose
major sources
of estimation
uncertainty that
have a significant
risk of causing a
material adjustment
to the carrying
amounts of assets
and liabilities within
the next financial
year. Adequate
disclosures should be
made in the financial
statements so users
can see the potential
effect of estimations
on the financial
performance.
long outstanding amount owing to its
holding company which initially arose
from a trading transaction with the
holding company. The company also has
some non-trade receivables due from
its related companies. If the company
chooses to present the movements in
these balances as part of changes in
working capital in operating cash flows,
it might paint a misleading picture of the
cash flows from operations.
The operating, investing and
financing activities generating the cash
flow should be separated based on
the nature of the activities. Therefore,
it may not always be appropriate for
the company in the earlier illustration
to classify inter-company balances as
operating activities. This is because
the balances could also be financing
in nature. If those balances are loans
in nature, they should be classified as

investing activities in the lender’s books
and financing activities in the borrower’s
books. They should not be presented as
part of operating activities.

4. Accounting policies

Are they customised to your business
model and activities?
Accounting policies need to reflect
actual practices in order to better
communicate information – such as the
type of revenue-generating activities
and when controls/risks/rewards have
been transferred to the customers – to
financial statement users.
The information should be
customised based on the entity’s
business model, activities and operations
and for the revenue recognition policy,
the specific terms of the sales agreement
or the specific shipping terms agreed
with the customers should be considered.
For example, a trading company sells
its products through a website and states
in its revenue accounting policy that it
recognises revenue when:
+ The risks and rewards of the goods
have been transferred, and
+ When it is probable that the
economic benefits from the
transaction will flow to the entity.
While the company’s disclosures are
consistent with the accounting standard,
it doesn’t provide any meaningful
information to the users. How does the
company record revenue arising from
the business activities undertaken by the
company?
The company could enhance the
disclosure by explaining when exactly
it believes that risks and rewards of
ownership have transferred to the
customers, for example, when the
customer has acknowledged delivery
from the company.

5. New disclosure
requirements
Have these been integrated with
existing disclosures?
In 2013, a number of new
disclosure requirements came into
effect. Disclosures are typically
not on the priority list during the
closing process. More often than
not, new disclosures are added on
to the financial statements without
sufficient consideration of how the
new information could be integrated
with other existing disclosures in the
financial statements.
This could cause various problems
such as duplication of information or
disclosures spread across different
sections in the notes. Companies
should strive to ensure they have
sufficient time at the year-end to
collate the information necessary
to comply with the new disclosure
requirements and to consider how
best to integrate the new disclosures
with existing disclosures in the
financial statements.
The questions we have posted
in this article are five areas which
companies should focus on to easily
improve the quality of their year-end
reporting. Good disclosure practices
will not only ensure that regulatory
requirements are met, they also go a
long way towards helping a company
establish a stronger relationship with
its stakeholders and investors. ISCA

Reinhard Klemmer is Partner, and Ryan Tong
is Manager, KPMG in Singapore. This article is
based on an extended version first published
in “Financial Reporting Matters”, December
2013, by KPMG and available at kpmg.com.
sg. The authors acknowledge the contribution
of Chan Yen San and Chua Yun Leng, Senior
Managers, KPMG in Singapore.
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Critical Aspects
to Optimise SSQC 1
Implementation
For Sole Practitioners during the Infant Stages

by

Jason Pang

O
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or have just commenced implementing
SSQC 1, this is a critical juncture. It is
vitally important for firms to “do the right
things from the beginning” in order to
achieve an effective and efficient quality
control system. There are six critical
aspects that sole practitioners should
consider when their firms are at the early
stage of implementing SSQC 1.

1

Changing Mindset

As with the implementation of any
new system in an organisation, you need
strong leadership to drive success. In the
case of SSQC 1 implementation, the right
tone at the top is required to drive and
initiate proper implementation at the
beginning.
Changing mindset is even more
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ver the past few years, there has
been increasing awareness of the
Singapore Standard on Quality
Control 1 (SSQC 1) Quality Control
for Firms that Perform Audits and
Reviews of Financial Statements, and
Other Assurance and Related Services
Engagements. Other than the larger
public accounting firms, the small and
medium-sized practices (SMPs) including
sole proprietorships have begun to
realise the importance of SSQC 1,
and some of them have embarked on
the journey of SSQC 1 implementation
in their firms. This phenomenon is
reflected in the results of the inaugural
SSQC 1 survey which was conducted
by the Institute of Singapore Chartered
Accountants (ISCA) in 2013. Out of 87
SMP respondents, the majority have
commenced SSQC 1 implementation
since 2012.
Understanding the intricacies
of the different aspects of SSQC 1
implementation, especially at the infant
stage, is crucial for SMPs to pave the way
for a solid and sound quality control
system. For the sole practitioners who
are contemplating to implement SSQC 1

s
Understanding the intricacies
of the different aspects of
SSQC 1 implementation,
especially at the infant stage,
is crucial to SMPs for them to
pave the way for a solid and
sound quality control system.

Furthermore, such a mindset should be
demonstrated by the sole practitioner
in his/her day-to-day work in line with
the underlying objective of SSQC 1.
Leading by example is one of the most
effective methods to influence staff
and initiate change seamlessly. This is
especially true during the infant stage of
implementation, when there are likely to
be doubts and uncertainties.

2

Acquiring Knowledge

important for the sole practitioner as
he/she is the sole person who has the
highest authority in the firm to set the
tone at the top. For smooth transition,
the sole practitioner should embrace
the spirit of SSQC 1 and be committed to
establishing a quality control system to
ensure the firm reaps maximum benefits.
There is no place for half-heartedness.

For effective implementation
of SSQC 1, it is imperative that the
sole practitioner and the senior staff
thoroughly understand the requirements.
They should invest sufficient time
to study the standard including its
application and other explanatory
material.
Besides the standard, the sole
practitioner and the staff can acquire
SSQC 1-related knowledge through
relevant articles published in the journals
of professional accountancy bodies. One
example is the series of articles on SSQC 1
published by the ISCA Quality Assurance
(QA) team in the IS Chartered Accountant
journal since November 2012. In addition
to the articles, the ISCA QA team has also
issued a complete set of SSQC 1 Practice
Guides which cover the six elements
of SSQC 1. Implementation guidance
materials such as the Practice Guides
are among the useful resources for the

firm to gain a deeper understanding
of SSQC 1.
Another source of SSQC 1 knowledge
is workshops. Workshops provide
an interactive and engaging platform
for discussion and sharing of ideas.
The ISCA QA team organised four
SSQC 1 workshops in 2013, with the
aim of providing useful guidance and
addressing practical challenges in
implementing SSQC 1. Feedback from
the workshop participants was positive
and encouraging. Chew Whye Lee of
Chew Whye Lee & Co said, “Through
ISCA’s various programmes and tools
such as the SSQC 1 Practice Guides,
a series of SSQC 1 articles in the
IS Chartered Accountant journal as well
as the SSQC 1 Guidance Workshops, I’ve
gained a lot of insightful knowledge
of each critical element of SSQC 1 and
am able to apply such knowledge to
enhance my firm’s quality control
policies and procedures.”

3

Generating Awareness

One of the cornerstones of
transitioning to a quality control
system aligned with SSQC 1 in a sole
proprietorship is awareness. Regardless
of the volume of clients or the number
of employees in the firm, all staff should
be aware of SSQC 1. The sole practitioner
should actively promote awareness and
communicate the importance, underlying
MARCH 2014
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For smooth transition, the sole
practitioner should embrace
the spirit of SSQC 1 and be
committed to establishing
a quality control system
to ensure the firm reaps
maximum benefits. There is
no place for half-heartedness.
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stage. Reinforcement through periodic
reminders should be carried out so
that it becomes ingrained in the firm’s
corporate culture.

4

Allocating Resources

Sole proprietorships may face a set
of unique challenges compared to their
larger counterparts. However, SSQC 1
does not require them to implement the
same level of sophisticated controls as
those in larger public accounting firms.
So the implementation effort is not as
daunting as what some made it out to
be. The sole practitioner can adopt the
quality control policies and procedures
which are appropriate and relevant
to the firm. This would require lesser
resources to be dedicated to SSQC 1
implementation. It is important to know
that SSQC 1 is scalable and not fixed in
its application.
As the sole practitioner wears many
hats, the operational responsibility
for implementation can be assigned
to suitably qualified personnel who
possess sufficient knowledge and
expertise. Depending on the scope of
work involved, the sole practitioner may
assign a single staff member or form a
small team. With such delegation, the
sole practitioner can play a supervisory
role and oversee the progress of
implementation.
In any case, sufficient resources
should be allocated, especially in the
early stages, to generate the momentum
for implementation. The firm may

mobilise some of these resources for
other assignments at later stages of
implementation, as only updates and
enhancements would be required at
that time.

5

Leveraging Support

Sole practitioners should be
heartened that they are not alone in the
journey of SSQC 1 implementation. The
sole practitioner can make use of the
external resources available to them.
Although the effective implementation
is driven by the internal team, external
support such as qualified consultants
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objectives, and benefits of SSQC 1 policies
and procedures to his/her staff. These
benefits may include improving quality,
preventing “over-auditing”, and reducing
rework times as well as mitigating audit
risk, among others.
If perceived to be a mere compliance
exercise or a formality, the purpose
of SSQC 1 will be defeated. Such an
attitude may promote the tendency
to cut corners and meeting the bare
minimum requirement for compliance.
Implementation should be proactive,
and should come naturally from an
organisational culture that is congruent
with the spirit of SSQC 1.
An effective channel to generate
awareness is through regular
communication. The firm may
incorporate SSQC 1 quality control
policies and procedures into its
mission statement, strategy and even
marketing collaterals. It also can be
achieved through internal meetings
and orientation sessions, as well as by
sending staff to training programmes.
Regardless of the platform of the
“awareness campaign”, the ultimate
goal should be to create the most ideal
setting for staff to truly appreciate the
necessity of a quality control system
which complies with SSQC 1, and
understand the changes required as
well as the most effective means to
implement those changes.
It is important to keep in mind that
awareness should be an ongoing process
and should not be limited to the early

of the quality control policies and
procedures. The firm should customise
the policies, procedures or templates
in the Practice Guides to suit its specific
needs and circumstances.

6

Determining Timeline

and professional accountancy bodies
are invaluable during the early stage.
For example, the Collaborative Industry
Project (CIP) is a government initiative
that allows a firm to engage the services
of an external consultant to develop a
quality control manual which is aligned
with SSQC 1. With funding of up to 70%
of consultancy and training costs, the CIP
alleviates the financial burden of the sole
proprietorships.
Apart from qualified consultants, the
sole practitioner may also collaborate
with other like-minded sole practitioners
to implement SSQC 1, particularly in

areas such as consultation, engagement
quality control review and monitoring.
It is noteworthy that the sole practitioner
should always assess the external
party’s competence, independence and
confidentiality before engaging him/her.
The firm may also make use of the
Practice Guides developed by the ISCA
QA team as they are a good starting point,
and provide the sole practitioner a solid
foundation on the major components of
the six elements of SSQC 1. In addition,
these Practice Guides contain numerous
forms and templates which would enable
the firm to demonstrate the operation

The sole practitioner should have
a roadmap to not only guide but also
gauge progress. Well-defined tasks
with timeline can be the roadmap, and
should ideally be developed with as
much detail as possible. The timeline
may be developed to segregate major
work into more easily manageable
segments, depending on the availability
of resources. For example, the timeline
could be developed such that laborious
implementation tasks can be performed
during off-peak periods so as not to
disrupt normal operations during busy
seasons. Such a timeline would enable
the firm to stick to a predefined schedule
and keep tabs on its progress.

Conclusion

By taking the six critical aspects into
consideration in implementing SSQC 1
at the infant stage, sole practitioners
can streamline and optimise their
implementation efforts. Such
implementation serves as a powerful
mechanism for sole practitioners to
pursue higher quality, and firms that
embrace its spirit will definitely reap
many rewards in the long term. ISCA

Jason Pang is Quality Assurance Manager,
ISCA.
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ACRA-ISCA MOU to Boost Quality of
Financial Reporting
The Accounting and Corporate Regulatory Authority
(ACRA) and ISCA signed a Memorandum of
Understanding that will further strengthen the quality of
financial reporting by companies. Under the MOU, ISCA
will share its observations on potential non-compliances
in financial statements with ACRA, which will deliberate
and take enforcement action against directors under the
Companies Act, if necessary.
For more information, please visit
www.acra.gov.sg/news_and_events/NewsDetail.
htm?id=b3259e83-2ce5-4417-8219-944c118917f1

For more information, please visit
www.ifrs.org/Alerts/Publication/Pages/IFRSFoundation-publishes-more-free-teaching-materialJanuary-2014.aspx

Speech by Hans Hoogervorst: “Why
the Financial Industry is Different”
Hans Hoogervorst, Chairman of the IASB, delivered a
speech on the relevance of current measurement for the
financial industry at the joint ICAEW and IFRS Foundation
Financial Institutions IFRS Conference, London.
For more information, please visit
www.ifrs.org/Alerts/Conference/Pages/HansHoogervorst-ICAEW-speech-December-2013.aspx

IPSASB Publishes ED 54
The International Public Sector Accounting Standards
Board (IPSASB) has published Exposure Draft (ED) 54
Reporting Service Performance Information. This ED
builds on a consultation paper issued in 2011, and
provides good practice guidelines on reporting service
performance information. Development of this ED reflects
the IPSASB’s commitment to addressing public sectorspecific reporting issues, including those that relate to
information additional to the financial statements.
For more information, please visit
www.ifac.org/news-events/2013-12/ipsasb-publishesexposure-draft-54-recommended-practice-guidelinereporting-serv

Reflection by Former IFRS Advisory
Council Chairman Paul Cherry
At the end of 2013, Paul Cherry stepped down as
Chairman of the IFRS Advisory Council. In this article, he
reflects on his time as Chairman and how the Council has
evolved in recent years.
For more information, please visit
www.ifrs.org/Alerts/Governance/Pages/Paul-Cherryreflects-on-how-the-Advisory-Council-has-evolved-inrecent-years-January-2014.aspx

IFRS Foundation Publishes More
Free Teaching Material
The IFRS Foundation Education Initiative has published
the second part of its comprehensive framework-based
IFRS teaching material. The free-to-download teaching
material is designed to assist those teaching IFRS to
progressively develop their students’ ability to make the
estimates and judgements that are necessary to apply
IFRS and IFRS for SMEs.
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REGULATORY

IFAC Calls for Renewed Focus on
Global Regulatory Convergence
to Advance Sustainable Economic
Recovery
IFAC reiterated its call on global policymakers to refocus
on regulatory convergence, and said their failure to do
so is stifling business confidence, economic stability and
ambitions for a sustainable recovery.
For more information, please visit
www.ifac.org/news-events/2014-01/ifac-callsrenewed-focus-global-regulatory-convergenceadvance-sustainable-econo

ETHICS

IESBA Plans Roundtables on
Enhancing Ethics Standards for
Professional Accountants
The International Ethics Standards Board for Accountants
(IESBA) is holding a series of three global roundtables
to gain additional feedback on its project to address
professional accountants’ responsibilities regarding
the disclosure to an appropriate authority of suspected
non-compliance with laws and regulations (formerly
called reporting on suspected illegal acts) by a client
or employer.
For more information, please visit
www.ifac.org/news-events/2014-01/iesba-plansroundtables-enhancing-ethics-standards-professionalaccountants
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Corporatisation or
Sole Proprietorship?

Business Vehicles for New Businesses

by

Khoo Teng Aun &
Clement Tan Kai Guan
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and the next $200,000 of the normal
CI qualifies for 50% exemption, giving
a maximum exemption of $200,000.
Therefore, for the first $100,000 of the
company’s normal CI which is fully tax
exempt, there will be no tax payable by
a qualifying company. Since 50% of the
next $200,000 normal CI is tax exempt,
the corporate tax payable for a CI of
$300,000 is only $17,000. However if
the business setup is that of an SP, the tax
payable by a sole proprietor deriving a
CI of $100,000 and $300,000 is $5,650
and $38,750 respectively (ignoring
personal reliefs).
To qualify for the SUTE, the
company has to be tax resident in
Singapore and must not have more than
20 shareholders where at least one
shareholder is an individual beneficially
and directly holding at least 10% of the
issued ordinary shares of the company.
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A

n important issue facing
entrepreneurs starting new
businesses is to decide on the
form of business vehicle that should be
employed. Most businesses carried out
by individuals are commonly carried out
either as a company where the owner
is also an employee (owner-employee)

or a sole proprietorship (SP). One of the
considerations in addressing this issue
would be the income tax implications of
corporatising a business versus a sole
proprietorship business.
Currently there is a difference of
three percentage points between the
prevailing corporate tax rate of 17% and
the highest progressive personal tax rate
of 20%. As the income of an SP is taxed
in the hands of a sole proprietor in his
individual capacity at graduated rates,
tax-wise, it may appear that an SP is a
better business vehicle than a company
where the level of taxable income earned
is subject to tax at the individual’s
marginal tax rate of below 17%.
For newly Singapore-incorporated
companies which qualify for the start-up
tax exemption (SUTE) scheme, the first
$100,000 of the normal chargeable
income (CI) qualifies for full exemption

s
As the SUTE scheme is only applicable
to a qualifying company for the first
three consecutive YAs starting from
incorporation, corporatising a business
should be avoided unless it is expected to
be profitable in its initial years.

Tapping on SUTE
Table 1 assumes
(a) A newly Singapore-incorporated company;
(b) A taxable income before salaries and employer’s CPF to owner-employee
of $300,000;
(c) A total remuneration of $85,000 comprising a monthly salary of $5,000 and
a five-month bonus payable to the owner-employee, and
(d) An employer’s statutory CPF contribution of $13,600 (that is, $85,000 x 16%)
payable to the owner-employee.

Table 1 Illustration of SUTE
Business vehicle
Taxable entity

Company
Company

SP

Owneremployee

Sole
proprietor

Taxable income before
salaries and Employer’s
CPF to owner-employee

300,000

Less: Salaries ($85,000) and
Employer’s CPF ($13,600)

(98,600)

85,000

Assessable income

201,400

85,000

–

(1,000)

(1,000)

300,000

Less
Earned income relief

–

(17,000)

(30,600)

CI

201,400

67,000

268,400

Less: SUTE with first
$100,000 exempt and the
balance of $101,400 @ 50%
exempt

150,700

N/A

N/A

50,700

67,000

268,400

8,619

2,440

33,062

(2,586)

(732)

(1,500)

6,033

1,708

31,562

CPF relief

CI after SUTE
Tax payable
Less: 30% CIT rebate/
Personal income tax rebate
Net tax payable
Total tax payable

$7,741

31,562

Salaries paid by an SP to a sole
proprietor are not tax deductible in
determining the taxable income derived
from an SP, but a company can claim
tax deduction for both salaries and
employer’s CPF contribution in respect
of its Singaporean/Singapore Permanent
Resident1 owner-employee. Salaries
received by the owner-employee are
taxable at the graduated individual rates
whereas the employer’s statutory CPF
contribution is tax exempt in his hands.
In Table 1, the total CPF contribution
in respect of the owner-employee is
$30,600 comprising:
(a) Employee’s CPF contribution of
$17,000 which qualifies for personal
relief, and
(b) Employer’s CPF contribution of
$13,600.
If this total CPF contribution of
$30,600 is voluntarily made by the sole
proprietor, the entire amount qualifies
for personal relief in this case.
After taking into account the
remuneration paid to its owneremployee, the company’s net tax payable
is $6,033 and together with the tax of
$1,708 payable by the owner-employee,
the overall tax liability for using the
corporate business vehicle is $7,741.
If no remuneration was paid to the
owner-employee, the company would
have to pay $11,900 ($17,000 less
30% corporate tax rebate of $5,100) as
compared with $7,741.
Nevertheless whether remuneration
is paid or not, this is much less than
the sole proprietor’s net tax payable of
$31,562 after taking into account the
YA2013 personal income tax rebate
of 30%, capped at $1,500.
As the SUTE scheme is only
applicable to a qualifying company for
the first three consecutive YAs starting
from incorporation, corporatising a
business should be avoided unless it is
expected to be profitable in its initial

1
Singapore Permanent Resident must fulfil at least two years
to qualify for the full CPF contribution
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years. Thus, if the business is expected
to incur tax losses in its initial years,
tax-wise, it would not be beneficial to
corporatise the business from the outset
as the SUTE is of no use for a loss-making
situation. In such a situation, it would be
better to start off the business initially
as an SP and corporatise it at a later date
when it becomes profitable.

Tapping on PTE

After the company’s first three YAs, the
partial tax exemption (PTE) scheme
will apply henceforth. The PTE scheme
provides a tax exemption of 75% for
the first $10,000 of normal CI and 50%
for the next $290,000 of normal CI,
giving a maximum tax exemption of
$152,500 for each YA. Applying the same
assumptions above, the tax payable by a
company qualifying for PTE versus a sole
proprietor is shown in Table 2.
Ignoring the tax rebates, the total tax
payable for the company and its owneremployee is $19,134 ($16,694 + $2,440)

Table 2 Illustration of PTE
Business vehicle
Taxable entity

Company
Company

SP

Owneremployee

Sole
proprietor

Taxable income before
salaries and Employer’s CPF
to owner-employee

300,000

Less: Salaries ($85,000) and
Employer’s CPF ($13,600)

(98,600)

85,000

Assessable income

201,400

85,000

-

(1,000)

(1,000)

-

(17,000)

(30,600)

201,400

67,000

268,400

300,000

Less
Earned income relief
CPF relief
CI
Less: PTE with first $10,000,
75% exempt and the next
$191,400, 50% exempt

N/A

N/A

98,200

67,000

268,400

Tax payable

16,694

2,440

33,062

Total tax payable
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$19,134

33,062

Conclusion

The decision whether to corporatise a
business or not may have an impact on
its overall tax cash flows. As cash flows
are especially vital for small businesses
in the initial stages, from a tax viewpoint,
corporatising a business would generally
be more advantageous than using an SP
vehicle if the business is expected to be
profitable in its initial years as it will be
able to avail itself of the benefits under the
SUTE scheme (and in later years, the PTE
scheme). In addition, payment of salaries
for services rendered by the owneremployee can help to further reduce the
overall tax payable by both the company
and the owner-employee, which is not
applicable to an SP. ISCA

Khoo Teng Aun is Associate Professor of
Accounting, SMU, and Clement Tan Kai Guan
is Associate Professor of Accounting, NTU.
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(103,200)

CI after PTE

which is still lower than the $33,062
payable by the sole proprietor.
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Professional
Accountants
A Legacy of Serving the Public Interest

by

Jörgen
Holmquist
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n a speech during the Accounting
Professional & Ethical Standards
Board (APESB) Dinner in Sydney,
Australia, Jörgen Holmquist gave an
insight into the professional accountant’s
legacy of serving the public interest and

further put forward a strong case as to
why professional accountants should
act in the public interest. Mr Holmquist
is the Chair of the International Ethics
Standards Board for Accountants at the
International Federation of Accountants.
The following is his speech on the
need for professional accountants to
renew their commitment to serve the
public interest.

“My fellow board members and I are here
for a meeting of the International Ethics
Standards Board for Accountants, the
Ethics Board for short. It is great to be in
Sydney, for many of us for the first time.
The Ethics Board is an independent
board that sets the ethical standards
for all accountants who are affiliated
with the International Federation of

Accountants, or IFAC. There are 2.5
million accountants in 129 countries
around the world and in different lines
of work. Virtually all auditors are covered
by our ethics standards, but also many
other accountants in public practices –
such as tax advisors, corporate finance
specialists, and IT systems advisors – and
many accountants in business.
Twenty-three of the largest
international accounting networks,
including the Big Four, have also committed
to following our ethics standards on
transnational audits. This means that
virtually all listed companies around the
world are audited by a firm that has made
the commitment to follow our ethics
standards with respect to such audits.
The very first sentence in our Ethics
Code is: “A distinguishing mark of the
MARCH 2014
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s
Twenty-three of the largest
international accounting
networks, including the Big
Four, have also committed to
following our ethics standards
on transnational audits. This
means that virtually all listed
companies around the world
are audited by a firm that
has made the commitment to
follow our ethics standards
with respect to such audits.

1
Institute of Chartered Accountants of Scotland, Royal Charter
of 1854 and Supplementary Charter of 1951, Scotland: ICAS,
1854 and 1951, accessed 16 October 2013. http://icas.org.uk/
CharterRulesRegulations-after10July/

Institute of Chartered Accountants in England and Wales, Royal
and Supplemental Charter, London: ICAEW, May 1880 and December
1948, accessed 16 October 2013. www.icaew.com/~/media/Files/
About-ICAEW/Who-we-are/Charters-bye-laws/royal-charter-of-the11th-may-1880.pdf
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the promotion of their efficiency and
usefulness by compelling the observance
of strict rules of conduct as a condition
of membership and by setting up a high
standard of professional and general
education and knowledge… (and it)
would be for the public benefit if the
members thereof were incorporated
as one body… (which) would… tend
to gradually raise (the profession’s)
character and thus to secure for the
community the existence of a class of
persons well qualified to be employed in
the responsible and difficult duties often
devolving on Public Accountants.2
This commitment to serve the
public interest is like a strong red thread,
running throughout the profession’s
history and connecting the past to
the present. The public interest is as
important today as it was 160 years
ago in Edinburgh. Today, it is of course
phrased slightly differently.
The Institute of Certified Public
Accountants of Rwanda became an
associate member of IFAC last year, and
the institute’s mission statement starts:
“To empower our members and partner
with stakeholders to serve the public
interest…”
Few other professions have
voluntarily and formally taken on such a
strong commitment to serve the public
interest. Physicians have, obviously, but
no other professions really, at least not to
the same degree.
This is a very big strength for

the accountancy profession, its most
important attribute for building goodwill.
The general public has the sense –
probably very vague and unarticulated –
that accountants, and especially auditors,
act in the public interest.
This, in my view, helps to explain in
large part why auditors and accountants
have fared much better than bankers,
rating agencies, corporate CEOs, or
politicians during and after the financial
crisis of the last six years.
Our Code of Ethics is a very robust
code:
+ It covers all the main ethics issues;
+ It is demanding;
+ It is regularly updated to address
new concerns;
+ It is enforced;
+ And accountants abide by it – at
least the vast majority of them.
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accountancy profession
is its acceptance of
the responsibility to
act in the public interest.” This is not a
new idea. When a number of men got
together in Edinburgh in 1864 to create
the world’s first institute of professional
accountants, they had the same idea.
They phrased it slightly differently:
…the Petitioners were induced to
form themselves into a Society called the
Institute of Accountants in Edinburgh,
with a view to unite into one body those
at present practicing the profession
and to promote the objects which they
entertain in common; and that the
Petitioners conceive that it would tend to
secure in the members of the profession
the qualifications which are essential to
the proper performance of its duties, and
would consequently conduce much to
the benefit of the public…1
Their brethren in England were a
little bit behind, but in the Charter of the
Institute of Chartered Accountants in
England and Wales, it was stated:
That the said societies were not
established for the purposes of gain
nor do the members thereof derive
or seek any pecuniary profit from
their membership but the societies
aim at the elevation of the profession
of public accountants as a whole and

But can it really be true that
almost all accountants abide by our
Code? If so, why didn’t the auditors
and the accountants warn about the
impending financial crisis? The answer,
I believe, is that many people were
caught flat-footed – bankers, regulators,
policymakers, and also auditors and
accountants. They were not skeptical
enough. They hadn’t experienced
anything like it before. They were swept
away by the euphoria of the pre-2007
boom. They were in the same situation
as most everyone else.
When you informally talk to audit
regulators about why auditors failed to
see and warn about the financial crisis,
these are the kind of explanations they
often put forward. The view is that cases
of unethical behaviour were very few.
The failings were of a different kind.

Still there is a problem. The goodwill
created by the profession’s commitment
to act in the public interest has to be
continually reinforced. My personal view
is that the profession is currently slowly
depleting its long-standing goodwill,
not by design but by not forcefully and
publicly enough making the case that
it is committed to acting in the public
interest.
The accountancy profession should
much more actively make the case that:
+ It has a strict Code of Ethics;
+ It is adhering to it;
+ This Code is set by an independent
body, and
+ It welcomes that those accountants
who do not comply with the Code
are disciplined.
Surely, this is not an easy road to
take. On the other hand, not making the

case that the profession is committed
to acting in the public interest will most
likely slowly reduce the public trust in
the profession and thus the profession’s
standing. It will be weaker when facing
problems and criticism.
So I believe that the Ethics Board
and the profession should make the case
more strongly than we do today that:
+ The profession’s Ethics Code is
strong; and
+ The profession does act in the public
interest.” ISCA
Jörgen Holmquist is Chair, International
Ethics Standards Board for Accountants,
International Federation of Accountants.

Copyright © 2013 September by the
International Federation of Accountants
(IFAC). All rights reserved. Used with
permission of IFAC. Contact permissions@
ifac.org for permission to reproduce, store
or transmit, or to make other similar uses
of this document.
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The Long and
Winding Road
IASB’s Project on Insurance Contracts (Part 1)

by

Patrick Finnegan
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investment decisions.
The revised Exposure Draft responds
to many recommendations to modify
our proposals. This article focuses on
three principal areas that represent
the potential for the most change and
complexity for both preparers and
investors. These include:
1 How to report discount rate
changes;
2 How to present insurance contract
revenue and expenses;
3 How to report changes in estimates
of contract cash flows.

Why is the IASB
developing a
comprehensive model
for accounting for
insurance contracts?
Many global developments have occurred
in the design and complexity of insurance
contracts over the past several decades.
Those developments were a response
to changing demographics, declining
interest rates, increasing competition and
expanding regulation. Yet, accounting for
insurance contracts has not kept pace
with such changes in many markets. Also
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n 20 June 2013, the International
Accounting Standards Board
(IASB) published a revised set of
proposals dealing with the accounting
for insurance contracts (the “revised
Exposure Draft”). It will be important
to all entities and investors to make
sure that they understand the scope of
the new proposals, because they may
apply to entities that do not consider
themselves insurance companies. In
addition, investors will want to pay
close attention to the way in which
the proposed changes will affect
reported patterns of profit or loss and
the presentation of insurance contract
revenue and expenses.
The revised Exposure Draft refines
the IASB’s previous proposals that were
published in July 2010, and establishes a
comprehensive framework for preparing
and presenting information about
insurance contracts in the financial
statements of entities (not just for
insurance companies). The objective of
creating such a framework is primarily
to create financial reporting that better
portrays the economics of insurance
contracts and to provide investors
with better insights into the drivers of
earnings and cash flows for entities that
issue insurance contracts. This insight
will, in turn, hopefully lead to better

s
One of the main
criticisms of current
accounting in many
jurisdictions is that
the interest rate
used to discount an
insurance contract
is set at contract
inception, and is not
updated unless there
is evidence of loss.
value accounting standard for insurance
contracts has proven to be complex and
thus, has slowed the completion of the
project. However, we believe the revised
proposals offer sound and reasonable
alternatives to the concerns of many
stakeholders and will deliver much
needed improvements in this area of
financial reporting.

A current value
approach to measuring
insurance contracts

to the extent that accounting practices
have changed, it has become more difficult
for users to understand the financial
statements of entities that issue insurance
contracts because such changes have not
been uniform across markets, producing
an overall view of insurance contracts
that is somewhat of a patchwork quilt. As
a result, investors struggle to understand
clearly the business as portrayed by
current reporting.
The IASB’s current Standard that
deals with insurance, IFRS 4 Insurance
Contracts, was issued in 2004 and was

designed principally as an interim
Standard to improve disclosures about
the accounting for insurance contracts.
It provided limited guidance about
measurement and presentation of
insurance contracts; most significantly,
as an interim Standard, it did not create
a comprehensive framework that
reduced the variety of measurement and
presentation models in use.
The IASB has been working to
develop a comprehensive framework for
insurance contracts that would replace
IFRS 4. The development of a current

The July 2010 Exposure Draft proposed
a current value approach to measure
insurance contract liabilities. That
approach required all changes in the
measurement of insurance contracts to
be reported in profit or loss. However,
because current accounting guidance
required financial assets to be reported at
either amortised cost or fair value, many
insurers complained that a current value
approach for insurance contracts would
create a measurement mismatch leading
to “accounting volatility” in reported
profit or loss and shareholders’ equity.
The revised Exposure Draft retains
a current value approach to measure
insurance contract liabilities, but
proposes alternative ways to deal
with its effects. These alternatives
have the potential to create greater
complexity in the accounting for
insurance contracts and, ultimately,
the reporting. We welcome your views
about whether the IASB has reached
MARCH 2014
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s
Proposals
for reporting
discount rate
changes give
investors a
baseline measure
to understand
profit or loss.

the right balance
between making it
easier for investors
to understand
how insurance
contracts affects
an entity’s financial position, financial
performance and cash flows and the
complexity of the resulting accounting.

Key proposals

1) Reporting discount rate changes
The first major proposal that investors
and entities that issue insurance
contracts need to understand is the
presentation of the effects of using a
current interest rate to discount the cash
flows of an insurance contract.
One of the main criticisms of current
accounting in many jurisdictions is
that the interest rate used to discount
an insurance contract is set at contract
inception and is not updated unless
there is evidence of loss. We propose
that an insurance contract would be
discounted using a current rate at
the end of every reporting period.
However, the effects of using a current
value measure for the balance sheet
would be separated into two elements
for presentation in the statement of
comprehensive income.

The first element, which would
be presented in profit or loss,
represents the rate applied to
discount the insurance contract
liability at the date that a contract
is initially recognised (the original
rate).
+ The second element would be
presented in other comprehensive
income (OCI). It represents the
difference between the effects of
discounting the insurance contract
using a current rate in the balance
sheet and the effects of discounting
the insurance contract using the
original rate in profit or loss.
The benefit of this approach is that
investors can observe a cost-based
view of insurance contracts in profit or
+

Table 1
Statement of Comprehensive Income
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20XX
X
X
(X)
X
X
(X)
XX

Total
Comprehensive
Income
Reflects the profit
or loss from services
using a current view
of the time value
of money

Look out for Part 2 of the article, which discusses
IASB’s remaining key proposals in the revised
Exposure Draft for the accounting of insurance
contracts.

Patrick Finnegan is a member of the IASB.
This article was first published in “Investor
Perspectives”, September 2013. 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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Operating (underwriting) result
Investment income
Interest expense (on insurance liability)
Investment result
Profit or loss
Effect of discount rate changes on
insurance liability
Total comprehensive income

Profit or loss
Reflects the profit
or loss from services
using a cost view
of the time value
of money

loss that would be stable and provide
a baseline for understanding part of an
insurer’s performance from period to
period. At the same time, investors would
be able to observe how the effects of
changes in interest rates are affecting the
value of insurance contracts reported in
the balance sheet.
Some may argue that separating the
effects of interest rate changes between
profit or loss and OCI creates additional
accounting complexity. However, if all
such effects were reported in profit
or loss, we anticipate that investors
would inevitably ask for the effects
of movements in interest rates to be
disaggregated from other elements
of profit or loss. Thus, that alternative
would involve a similar level of
complexity. ISCA
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QUIZ

1

In “Demystifying
Forensic Accounting”,
the bread and butter of
most forensic practices are
investigations and disputes.
A True
B Maybe
C False

2

In “From The Outside In”,
China’s strength lies in its
willingness and ability as
a high-volume, low-cost global
manufacturing centre.

A True
B Maybe
C False

3

In “50 Shades Of Tax”, as
small and medium-sized
businesses have less
complex tax issues, all
of them can easily handle
their taxes inhouse without the
need to engage an accredited
tax specialist.
A True
B Maybe
C False

Congratulations
Winners of the
February 2014 quiz:

Lau Jia En
Sxxxx912-Z

Chang Zi Xin
Sxxxx834-G

Anthony Lee Chi Siang
Sxxxx848-H

Answers for the February quiz: (1) C, (2) B, (3) A
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