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he Public Accountants 
Conference (PAC) 2013 
saw over 800 delegates 
gather to discuss 
the importance for 

stakeholders across the inancial 
reporting ecosystem, including 
chief inancial of icers, auditors 
and regulators, to play their part in 
strengthening the inancial reporting 
value chain. 

In her opening address, Guest 
of Honour Mrs Josephine Teo, then-
Minister of State for Finance and 
Transport, spoke about the need for 

STRENGTHENING THE 
FINANCIAL REPORTING 
VALUE CHAIN
Highlights of the Public Accountants Conference 2013  

companies to take greater ownership 
of the inancial reporting, in order 
to improve the quality of audits and 
inancial information. Mrs Teo is now 

Senior Minister of State for Finance 
and Transport. 

Mrs Teo noted that a survey, titled 
Strengthening the Financial Reporting 
Value Chain in Singapore, conducted 
by the Accounting and Corporate 
Regulatory Authority (ACRA) and 
Association of Chartered Certi ied 
Accountants (ACCA) this year, found 
that half of the respondents who were 
preparers of inancial statements 

did not realise that preparation 
of inancial statements was their 
primary responsibility and not that of 
the auditors'. "These survey indings 
suggest that poor preparation stems 
from the lack of ownership of the 
quality of inancial reporting by the 
companies involved."

She added that the raising of the 
audit threshold might also give audit-
exempt companies the impression that 
they no longer need to prepare accounts 
– although the Companies Act requires 
them to. The companies which are still 
subject to audit may also view inancial 
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producing inancial statements, and 
their possible solutions.

One of the key indings of the survey 
was that around 50% of respondents 
agreed with descriptions of their roles 
that de lected their responsibilities 
to the auditors. Here are some of the 
survey's key conclusions:
+ Companies and preparers need to 

take ownership of their inancial 
statements;  

+ Preparers need help to deal with 
the increasingly complex and 
frequently changing inancial 
reporting standards; 

+ Employing quali ied accountants, 
retaining and continuous training of 
the inance personnel, are believed 
to have helped in improving 
companies' inancial reporting 
processes including quality of the 
reporting, and  

reporting as just an annual compliance 
exercise. "Such attitudes are most likely 
in the minority. Nonetheless, it bears 
repeating that accounting and inancial 
reporting ought to be taken seriously by 
all companies."

On a brighter note, Mrs Teo said 
that irms which audit listed entities are 
establishing stronger quality controls, 
and ACRA has also seen greater 
time involvement by engagement 
partners and engagement quality 
control reviewers. Last year, half of the 
engagements reviewed had partners 
spending more than 5% of total 
engagement time, compared to only 
one-third in the previous two years.

COLLABORATION IS KEY
Mr Kenneth Yap, Chief Executive of 
ACRA, in his welcome address, said that 
more than ever, collaboration is the key 
to meeting new challenges and lifting 
the accounting profession to the next 
level. Going forward, ACRA will 
be turning its attention to 
strengthening the entire inancial 
reporting ecosystem.

"In the next few months, you will 
be glad to ind that when ACRA comes 
knocking, it will not likely be due to a 
Practice Monitoring Programme (PMP) 
inspection. We will be seeking the 
views from stakeholders involved in the 
inancial reporting chain," he said, to 

laughter from the crowd. The regulator 

s
Guest of Honour 

Mrs Josephine Teo, 
then-Minister of 
State for Finance 

and Transport, said 
that firms which 

audit listed entities 
are establishing 
stronger quality 

controls, and ACRA 
has also seen greater 

time involvement 
by engagement 

partners and 
engagement quality 
control reviewers.

will work with professional bodies, 
audit irms, preparers of inancial 
reports, audit committees, company 
directors and others to gain feedback, 
he added.

INSIGHTS INTO FINANCIAL 
STATEMENTS PREPARATION
 The ACRA-ACCA survey, Strengthening 
the Financial Reporting Value Chain in 
Singapore, looked into the attitudes and 
perspectives of preparers pertaining 
to their responsibilities in inancial 
reporting. Presented by Mr Chiew Chun 
Wee, Head of Policy, Asia Paci ic, ACCA, 
the survey also sought to determine 
the key challenges preparers faced in 

Guest of Honour Mrs Josephine Teo, 
Senior Minister of State for Finance 
and Transport (then-Minister of 
State for Finance and Transport).

Mr Kenneth Yap, 
Chief Executive of 
ACRA, delivered 
the welcome 
address.
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“The profession 

will continue to be 
relevant if, and only 

if, we can continue to 
supply high quality 

trusted financial 
information in the 
market. To supply 

high quality trusted 
financial information, 

the role of quality 
assurance is of 

utmost importance,”
 said Dr Ernest Kan, 
President, ISCA, in 

his keynote address.

+ An overwhelming 85% of the 
survey respondents indicated that 
they would still prefer to have 
the inancial statements of their 
companies subject to an external 
audit even if they are exempted 
from a statutory audit.

Some of these indings were 
further discussed at a panel discussion 
moderated by Mr Melvin Yong, General 
Manager – Singapore, CPA Australia. 
Comprising panellists from across the 
inancial reporting ecosystem, the 

discussion included the importance 
of getting more quali ied accountants 
into the system. ACRA's Mr Yap noted 
that the recently-launched Singapore 
Quali ication Programme (QP) which 
leads to the Chartered Accountant 
of Singapore designation is another 
pathway that would help in developing 
talent.

THE ROLE OF QUALITY 
ASSURANCE
In his keynote address for the afternoon 
session, Dr Ernest Kan, President of 
the Institute of Singapore Chartered 
Accountants (ISCA), said that the 
Institute takes a holistic view to quality 
assurance (QA). All stakeholders in the 
inancial reporting ecosystem – from 

preparers to Board of Directors to Audit 
Committees, regulators and auditors – 
play a role in ensuring quality and trust 
in inancial information in one way or 
the other. 

"The profession will continue 
to be relevant if, and only if, we can 
continue to supply high quality trusted 
inancial information in the market. To 

supply high quality trusted inancial 
information, the role of quality 
assurance is of utmost importance," 
said Dr Kan.  

Dr Kan focused on two components 
of QA – the irm-level quality control 
system or SSQC 11, and practice 
monitoring activities of the regulators. 
He said that irm-level quality control 
is preferable because it is preventive in 
nature, while regulatory action tends to 
be detective in nature.

Mr Chiew Chun Wee, Head of Policy, 
Asia Pacifi c, ACCA, presented the fi ndings 
of the Strengthening the Financial Reporting 
Value Chain in Singapore survey. 

Dr Ernest Kan, 
President of 
the Institute of 
Singapore Chartered 
Accountants (ISCA), 
gave the keynote 
address for the 
afternoon session. 

1 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 deals 
with a firm's responsibilities for its system of quality control for 
audits and reviews of financial statements, and other assurance and 
related services engagements.

ASSISTANCE FOR SMALL 
AND MEDIUM-SIZED 
PRACTICES (SMPs)
Dr Kan expressed concern that 
most SMPs in Singapore have yet to 
fully implement SSQC 1 and urged 
them to do so as SSQC 1 provides a 
comprehensive framework to public 
accounting irms in incorporating 
quality controls in their processes. 
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expectations gap between auditors 
and their clients, changing the 
mindsets of management and boards, 
and upgrading the competencies 
of practitioners.

AN AUDIT CASE STUDY
In a session on solutions to key audit 
challenges, Mr Shariq Barmaky, Deputy 
Chairman, ISCA Audit and Assurance 
Standards Committee, and Partner 
of Deloitte & Touche LLP, used a case 
study of a ictitious company, Sweetzz 

To help SMPs in this area, ISCA 
has rolled out a slew of initiatives 
to support them in implementing 
SSQC 1. These include the issuance of 
comprehensive practice guides, pre- 
and post-implementation workshops 
as well as informative articles. To curb 
rising costs, he encouraged SMPs to 
proactively invest in and leverage on 
technology to improve work processes, 
ef iciency and productivity, such as 
adopting cloud computing solutions 
in the areas of practice management, 
client accounting, audit, tax etc. 

CHALLENGES THROUGH THE 
EYES OF AUDITORS
In his presentation, Mr Ong Pang 
Thye, ISCA Council Member and Head 
of Audit, KPMG LLP, touched on the 
key issues raised by practitioners, 
including an expectations gap between 
clients and auditors, as well as a lack of 
knowledge among SMEs in preparing 
accounts. There also appeared to be an 
"unhealthy" mindset among clients to 
go for the cheapest options, and "black 
sheep" (among practitioners),  including 
those who do not keep up with changes 
in standards, prepare accounts for their 
audit clients and practise undercutting 
of fees. He also highlighted other 
general issues like talent attraction 

and retention, and the lack of branding 
among SMPs.

Ms Lim Ai Leen, Executive Director, 
Technical Knowledge Centre & 
Quality Assurance, ISCA, moderated 
the panel discussion on tackling the 
challenges faced by auditors. The four 
practitioners on the panel concluded 
that any solution to the issues raised 
would require the combined efforts of 
relevant stakeholders in the inancial 
ecosystem. Some of the key priorities 
identi ied include narrowing the 

Right: Mr Ong 
Pang Thye, ISCA 
Council Member 
and Head of Audit, 
KPMG LLP, touched 
on the challenges 
facing auditors.

Above: Ms Lim Ai 
Leen, Executive 
Director, Technical 
Knowledge Centre & 
Quality Assurance, 
ISCA (extreme 
right), moderated 
the panel discussion 
centred on tackling 
the challenges 
facing auditors. 
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Myth #1 During the public 
accountant (PA)/fi le selection 
process, PMP inspectors 
perform a preview of PA/fi les 
to identify and select those 
most likely to fail. 

Instead, ACRA undertakes a risk-
based approach to PA/fi le selection 
that takes into account signifi cant 
movements in a fi rm's portfolio 
or audit fees, the result of previous 
inspections, and those with high-
risk clients or new clients with a 
signifi cant fee reduction.

Myth #2 The programme 
inspectors are sole 
determinants of the 
outcome of inspections. 

In reality, apart from inspectors 
from ACRA and ISCA, the process 

also constitutes the Practice 
Monitoring Sub-Committee 
(PMSC) which is made up mainly 
of public accountants and a Public 
Accountants Oversight Committee 
(PAOC) comprising representatives 
from the government, academia 
and public accountants. The 
PAOC determines the outcome 
of inspections after receiving 
recommendations from the PMSC.

Myth #3 Some practitioners 
believe that they will be 
unable to practise as 
Public Accountants if they 
fail the PMP. 

There are more than one outcome 
that can result with failure, 
including re-visit, hot review, 
restriction, suspension and 
most severely, cancellation 
of registration.

Pte Ltd, to demonstrate the various 
technical challenges of performing an 
effective audit.

Using the accounts of Sweetzz as 
an example, his detailed presentation 
looked at a range of issues including 
tackling exceptions in audit sampling, 
auditing management's estimates,  
and reviewing the  discounted cash 
low  (DCF) prepared by management. 

He concluded that even a "seemingly 
simple" company audit could contain 
"hidden" traps – a situation which 
calls for professional skepticism to 
be exercised throughout the process. 
The other key takeaways from his 
presentation were:
+ Exceptions in sampling are not a 

norm and must be investigated 
regardless of materiality; 

+ Auditing management estimates 
are not simply a re-computational 
exercise, and retrospective review 
is an effective procedure to assist in 
corroboration;

+ Circularisation provides quality 

audit evidence for receivables 
but may not always be the most 
appropriate method, and

+ Audit of the DCF can be made easier 
by dissecting it into auditable bits, 
and using experts where necessary.

NOT AN EXACT SCIENCE
 In a presentation to explore the 
challenges facing the accounting 
profession, Ms Kok Moi Lre, 
Member, ISCA Financial Statements 
Review Committee, and Partner of 
PwC Singapore, stressed that the 
preparation of inancial statements is 
not an exact science.

Various factors, including the 
differences in the nature of industries, 
unduly complex structures, existence 
of signi icant uncertainties and use of 
fair value, have called for signi icant 
judgement and use of estimates in the 
preparation of inancial statements.

The end goal for preparers, 
noted Ms Kok, is to produce inancial 
statements that are true and fair, 

comply with accounting standards, 
and re lect economic reality to 
external users. Such statements 
have to be transparent and helpful in 
communicating the results, inancial 
position and the cash lows of the 
reporting entity.

Mr Shariq Barmaky, Deputy Chairman, ISCA 
Audit and Assurance Standards Committee, 
and Partner of Deloitte & Touche LLP, used 
a case study to demonstrate the technical 
challenges of performing an effective audit.

Ms Kok Moi Lre, Member, ISCA Financial 
Statements Review Committee, and Partner 
of PwC Singapore, said that the preparation of 
fi nancial statements is not an exact science. 

COMMON MYTHS OF THE PMP
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as audit considerations to address these 
de iciencies.

In the non-PIE segment, inspections 
revealed recurring weaknesses in the 
areas of inventory, income statement 
items such as purchases and sales cutoff 
tests, construction work-in-progress 
and trade receivables.

Mr Koh ended his presentation by 
reminding delegates that inspections 
will continue to focus on issues 
highlighted in the PMP Public Report 
and that non-compliance with auditing 
standards is unacceptable even if a 
practitioner ends up with the right 
judgement or opinion. Last but not 
least, he emphasised that the work is 
presumed to be not performed unless it 
has been demonstrated otherwise.  ISCA

PMP PUBLIC REPORT
The last presenter, Mr Koh Chin Beng, 
Director, Public Accountancy Sector 
Department, ACRA, shared the indings 
from the seventh PMP Public Report. He 
started his presentation by dispelling 
some common myths of the PMP.

The key indings of the PMP's 
engagement inspections are reported 
under two broad segments: the 
inspection of audits of Public Interest 
Entities (PIEs), and non-PIEs.

In the PIE segment, Mr Koh shared 
that commendable improvements 
have been noted on irm-level review 
over the years. Some of these included 
a clearer link between partner 
compensation and the quality of 
audits and dedication of appropriate 
resources to quality control functions.

However, on the engagement 
inspection indings, recurring 
de iciencies were noted in two key 
areas: audits of cash low forecasts, and 
inventories. Details were shared on the 
de iciencies in these two areas as well 

The article was written by the Quality 
Assurance team at ISCA.

s
Mr Kenneth Yap, 
Chief Executive 
of ACRA, in his 

welcome address, 
said that more than 
ever, collaboration 

is the key to meeting 
new challenges and 

lifting the accounting 
profession to the next 
level. Going forward, 
ACRA will be turning 

its attention to 
strengthening the 

entire financial 
reporting ecosystem.

Mr Koh Chin Beng, Director, Public 
Accountancy Sector Department, 
ACRA, shared the fi ndings of the 
PMP Public Report.

Dr Ernest Kan, President, ISCA (right), 
received a token from Mr Kenneth Yap, 
Chief Executive, ACRA.  
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