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KEEPING UP WITH
“NEW” MEDIA
Dear members,
As with anything new, some of us have
adapted to “new” media more readily
than others. For members who are still
a little hesitant, there are many benefits
to be reaped from embracing technology.
Technology transfers information
through digital techniques, networks and
computerised systems; connects people
and machines instantaneously across
geographies; has the ability to collate and
simplify disparate and massive quantities
of data from multiple sources, and
automates repetitive or mundane tasks.
Leading by example, the Institute
maintains an active media presence
which includes the ISCA corporate
website, ISCA Weekly, and ISCA
social media platforms like Facebook,
Twitter and LinkedIn. Our Library for
e-Learning features some 400 courses
in finance and business skills, giving
members 24/7 access via their choice
of electronic gadgets such as the
mobile phone, iPad, tablet and laptop/
computer. Feedback has been positive
as members appreciate the ease and
convenience provided by the online
platform. The Institute also conducts
workshops and seminars to help our
members take advantage of technology
to enhance business efficiency.
Actually, “new” media is not new.
The term has been around since the
1970s but has since evolved to become
the generic term for digital media. In
the cover story, we look at how digital
media has impacted every facet of life.
It has changed the way companies do

business, and how they connect with
their existing and potential customers;
it has also transformed the way people
communicate, consume content, and
access products and services.
The prevalence of digital channels
such as Facebook, blogs and online
forums means that organisations no
longer have complete control over their
external messaging. However, with
sound communications strategies, digital
media can be a more powerful tool than
traditional media in shaping perceptions
– it is quicker and has a far wider reach,
it is relatively inexpensive and easy
to use. But these same strengths can
become weaknesses as any disparaging
remarks can spread like wildfire, and
organisations are powerless to stop the
spread. Within these pages is an article
on how digital media and a strong
communications strategy can advance a
company’s messaging, especially during
a crisis.
While accountants are probably not
responsible for the implementation of
digital media in their organisations, it is
important for them to keep abreast of
the evolving media environment, and be
aware of the associated risks and how
they can impact their own and their
clients’ business. One risk that could pose
financial downside is reputational risk,
where serious reputational damage can
jeopardise the viability of a business. It
is thus not surprising that exposure to
digital media is moving up among CFOs’
top risk concerns.

It would be remiss for organisations
to integrate technology into their
operations without putting in place
a solid IT infrastructure to protect
against security threats. In a cyber
attack, confidential data could be
compromised, operations could be
disrupted, and financial and reputational
losses could bring a business to its
knees. In fact, cyber security risk has
now become business critical, and as
such, must involve corporate boards
and management at the highest level.
Read about the basics of cyber security,
and how you too can play a part in your
professional capacity.
While ISCA works hard to serve our
members, the Institute is also aware of its
responsibility to the larger community
in which Chartered Accountants of
Singapore live, work and play. I am
pleased that the upcoming ISCA Run
has received such vigorous support
from our members as well as members
of the public.
Back for the second year, the run
provides a fun platform to engage our
members, and promote camaraderie,
family bonding and healthy living. In
line with our corporate
social responsibility,
ISCA will be leveraging
the event to create
awareness for two
selected charities –
Movement for the
Intellectually
Disabled of
Singapore, and
SPD (formerly
known as Society
for the Physically
Disabled).
The run takes
place on May 30
at East Coast Park,
and I look forward
to meeting many
of you there.

Gerard Ee

FCA (Singapore)

president@isca.org.sg
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In Tune
Industry NEWs

China CEOs Facing Up to
“NewNormal”: PwC Survey

T

hirty-six percent of China
CEOs are “very confident”
of their company’s growth
prospects over the next
12 months, down 11 percentage points
from 2014. That is according to
PwC’s 18th Annual Global CEO
Survey (China summary), Dealing
with Disruption – Thriving in China’s
“New Normal”.
China CEOs are contemplating
the effects of an economic rebalance,
as well as the impact of global
disruptive trends. Despite these
challenges, it is not all doom and
gloom. Almost 71% of respondents
say there are more growth
opportunities for their company
now than there were three years ago,
and 57% are planning to increase
headcount in the next 12 months.
“China’s economy is rebalancing
and is entering what is known as a
“new normal” phase. China CEOs
have to work hard to find growth
in a domestic economy that is
undergoing a major transformation
while the global economy is marked
by dynamic and disruptive forces,”
said David Wu, Senior Partner,
PwC China Beijing. “They are also
right to recognise the risks of the
“new normal” and to plan and
act accordingly by focusing on
driving business growth through
building diversified partnerships
and continuing to invest in digital
technology and talent.”
Some 90% of CEOs say they
are concerned about the availability
of key skills. Other threats to growth
include new market entrants (90%),
4
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speed of technological change
(88%), increasing tax burden
(88%), shift in consumer behaviour
(88%) and concerns over access to
affordable capital (85%). Their level
of concern is generally higher than
that of their global peers.
Almost eight in 10 CEOs in
China say rising competition and
shifts in customer behaviour are
the most disruptive trends for their
industry over the next five years.
China’s unique demographic and
technological changes have given
rise to new consumer demands,
raising the need for organisations
to differentiate themselves from
their competitors. Other disruptive
trends include changes in distribution
channels (66%), changes in industry
regulation (63%), and changes in
core technologies of production or
service provision (37%).
Finding, nurturing and keeping
skilled talent, particularly in senior
management, has long been a
priority for China CEOs, with nine

out of 10 saying they are concerned
about it. Encouragingly, they are
taking the challenges of talent
diversity seriously. More than
three-quarters are actively searching
for talent in different geographies,
industries and demographic
segments, and over 80% are using
multiple channels to find talent,
including online platforms and
social networks. Although they
understand the value that diversity
brings to their organisation, only
half have a strategy to promote it.
Despite the numbers, there is
still much to be optimistic about.
The country’s economic rebalancing
and ongoing market-based reforms are
continuing to create opportunities
for businesses. The determination
of CEOs to bring their most original
ideas to the table will be tested as
only the most innovative and agile
businesses will thrive.
The full survey report can be
downloaded at www.pwc.com/
ceosurvey.
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In Tune
ISCA NEWs

ISCA Budget 2015
Update and its
Tax Implications:
Impact on
Corporate Firms
and Individuals
ISCA President Gerard Ee (4th from left) with panellists (from left): Wilson Ong,
Assistant Commissioner, Corporate Tax Division, Inland Revenue Authority of
Singapore; Victor Tay Kah Soon, Chief Operating Officer, Singapore Business
Federation; Sum Yee Loong, Professor of Accounting (Practice), Singapore
Management University; Chiu Wu Hong, Tax Partner, KPMG Singapore, and
Suan Teck Kin, Senior Asian Economist, UOB Global Economics & Markets Research
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T

he ISCA Budget Seminar
on March 11 saw 650
participants congregate
at Fairmont Singapore
to find out the impact and
implications of tax changes arising
from Budget 2015 on corporate
firms and individuals.
Budget 2015, announced by
Deputy Prime Minister and Finance
Minister Tharman Shanmugaratnam
on February 23, focused on preparing
Singapore for the future. To promote
the mastery of skills in every job, the
SkillsFuture initiative would provide
opportunities for every citizen to
develop himself/herself throughout
life. To help businesses cope with
the ongoing economic restructuring,
there were various deferments or
extensions of government schemes,
such as the extension of the Wage
Credit Scheme.

A new tax incentive, the
International Growth Scheme, will
be introduced, where qualifying
companies will enjoy a 10%
concessionary tax rate on their
incremental income from qualifying
activities. This will encourage more
local companies to expand overseas
while anchoring their key business
activities and HQ in Singapore,
said DPM Tharman.
On the social front, social
infrastructure and support will be
enhanced in multiple ways, such
as through enhancements to CPF
savings and the Silver Support Scheme
where eligible seniors will receive
quarterly supplements. Singaporean
families will also receive further
support in areas of childcare
and education.
To strengthen future revenues,
marginal personal income tax rates
for the top 5% of income earners
will be increased. The Net Investment
Returns Framework will also be
enhanced to include the expected
returns of Temasek Holdings;
the change will help Singapore
strengthen its long-term fiscal
position as government expenditure

is expected to increase in the medium
to long term.
The seminar was facilitated by
a distinguished panel of speakers
from various industry segments.
They comprised Sum Yee Loong,
Professor of Accounting (Practice),
Singapore Management University;
Wilson Ong, Assistant Commissioner,
Corporate Tax Division, Inland
Revenue Authority of Singapore;
Chiu Wu Hong, Tax Partner, KPMG
Singapore; Victor Tay Kah Soon, Chief
Operating Officer, Singapore Business
Federation (SBF), and Suan Teck Kin,
Senior Asian Economist, UOB Global
Economics & Markets Research.
Journalists from The Straits
Times and Lianhe Zaobao were also

present, and their articles featured
quotes from SMU’s Prof Sum and
SBF’s Mr Tay.
At the seminar, Mr Tay shared
that the business community’s
reaction to the Budget has been
“a tale of two cities”. Firms with
strong cash flows see benefits,
while weaker firms see “a glass
half-empty”. The Budget included
tax incentives to encourage firms
to overcome domestic constraints
by venturing overseas. On the cost
management side, the Budget
deferred foreign worker levy
hikes due in July and gave firms
temporary credits
to foot higher CPF
contributions. Many
firms feel that these
cost measures are
“insufficient”, he said. In
fact, the effort to contain
manpower and other
business costs here is
exactly what has held
back many firms from
expanding overseas.
“Internationalisation
is not an easy decision
because it requires
financial strength.” For this reason,
firms may decide against expanding
abroad if their “homeland business
model is not even firmed up. If you
have dwindling margins in Singapore,
you’d rather withdraw and get (your
business model) right before you
replicate it,” he explained.
However, SMU’s Prof Sum felt
that the Budget measures were
comprehensive enough for now. He
said the government incentives are
intended to reduce the risk factor for
firms seeking to grow overseas, but
“at the end of the day, (expanding
abroad) must be a commercial
decision, so the incentive is there to
allow you to have greater rewards.
That’s how we should look at it.”
May 2015
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I

SCA signed a Memorandum of
Agreement (MoA) on March 17
with the Chartered Institute of
Management Accountants (CIMA)
to establish the ISCA-CIMA Pathway for
Singapore accounting professionals.
This MoA was sealed by ISCA President
Gerard Ee and CIMA President Keith
Luck at the CIMA President’s Dinner
in conjunction with Mr Luck’s visit to
Southeast Asia.
The ISCA-CIMA Pathway scheme is
a fast track for ISCA members to become
CIMA members and be conferred
the Chartered Global Management
Accountant (CGMA) designation. The

globally-recognised CGMA designation
is a prestigious title jointly awarded
by CIMA and the American Institute of
Certified Public Accountants (AICPA).
Under the five-year agreement,
ISCA members with three years of
post-qualification working experience
can qualify for this scheme. Upon
passing an interview with CIMA, ISCA
members will be granted exemptions
for 16 modules under the ISCA-CIMA
Pathway Programme, and need only
sit for the final paper of the CIMA
Professional Qualification, where
they are tested on their readiness
to apply management accounting

Application criteria
CA (Singapore) with at least three years of full
membership; applicants must be based in Singapore.
Exemptions granted
Successful applicants will be exempted from 16 papers of
CIMA, and need only sit for the last paper – CIMA Strategic
Case Study.
Procedures and steps
1) Email ISCA to obtain a letter of good standing.
2) Submit a detailed CV to CIMA. CIMA reviews CV,
interviews and admits applicants into the ISCA-CIMA
Pathway Programme.
3) Register as a CIMA student and file application for
CIMA membership.
4) Attend a workshop and sit for the three-hour case
study exam.
5) Attain the Associate Chartered Management
Accountant (ACMA) and CGMA designations.

8

IS Chartered Accountant

knowledge in real-world business
situations. Once qualified as a CIMA
member, they will automatically be
entitled to the CGMA designation.
The MoA marks another milestone
for ISCA as we continue to help members
achieve greater career portability and
international recognition.
Management Accountants play a
role in the identification and exploitation
of business opportunities while
simultaneously managing costs and
risks to ensure successful business
operations. With the rapidly-evolving
business environment, there is an
increased demand for professional

Fees payable
ISCA members would enjoy a substantial discount in the
capped exemption fee when they register for the Strategic
Case Study Exam.
2015 Fees
Registration fee as a CIMA student

£75

Capped exemption fees for 16 CIMA papers

£600

Exam fee for Strategic Case Study

£175

Membership application fee

£143

Workshop fee

S$1,750 + GST

For more information, please visit http://isca.org.sg/
member-services/isca-cima-pathway/.

accountants in business (PAIBs) to
be strategic partners to their Chief
Executive Officers (CEOs) and Boards.
“More than half of ISCA members
work in businesses across varied
industry sectors. The CGMA
qualification, together with the
Chartered Accountant of Singapore
designation, will complement each
other by enhancing the management
accounting competency and business
acumen of Singapore accountants.
This will enhance the employability of
ISCA members, strengthen the talent
pool in the accountancy sector, and
help to sharpen the competitiveness
of our business,” said Lee Fook Chiew,
CEO, ISCA.
“The VUCA (volatile, uncertain,
complex and ambiguous) world that
we are now living in has had a great

(From left) CIMA Regional Director, SE Asia and Australasia Irene Teng; CIMA President
Keith Luck; ISCA President Gerard Ee and ISCA CEO Lee Fook Chiew at the MoA signing ceremony

impact on the transformation of the
finance function towards more
business partnering roles. This has
created new challenges for finance
professionals – they need the skills to
“connect the dots”, to use financial
and non-financial information,
qualitative and predictive information
to guide critical business decisions and

drive strong performance. Chartered
Global Management Accountants are
recognised worldwide as having the
skills to do so, and CIMA is pleased
that the ISCA-CIMA Pathway is now
established to complement the
skills of ISCA members,” said Irene
Teng, Regional Director, SE Asia and
Australasia, CIMA.

ISCA Mingles

Self Leadership,
Influence & Impact

T

he March 18 Mingles session
featured a refreshing twist
– with a venue outside
ISCA House. Held at Azucar
resto-bar to provide members
with a different and more relaxing
environment in which to interact,
the initiative resonated with the
participants who expressed their
delight with the food and venue.
Andrew Bryant, Author, Speaker,
Coach, and Managing Director of
Self Leadership International spoke
on “Self Leadership, Influence &
Impact”. He shared the Self Leadership
Model comprising self-awareness,
self-confidence, and self-efficiency;
influence on where you need to take
control; impact on what you want to
have happen, and what result you are
looking for.

Members learnt about the importance
of self leadership from Self Leadership
International MD Andrew Bryant.
May 2015
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SIATP Stays a Step Ahead

A

Tax Excellence Decoded
session facilitated by
Accredited Tax Advisor
(Income Tax & GST) Dr
Robin Chia, CEO, Robin Chia & Co,
geared up participants prior to
the implementation of Goods and
Services Tax (GST) in Malaysia.
Dr Chia discussed how the
implementation of Malaysia GST
will re-engineer the entire business
process, highlighted common

misconceptions and emphasised the
importance of a sound accounting
system. Participants also had their
queries clarified in the no-holdsbarred session.
To provide clarity on the
respective “grey” areas and
foster confidence and distinction
for the accredited, SIATP shared
with accredited tax professionals
summaries of the various dialogue
discussions between the Inland

Disciplinary Findings

U

pon finding Mr Tan
Liang Kwang, CA
(Singapore) guilty
of misconduct for
contravening Rule 64.1 read with
Rule 65.2, and Rule 64.4 read

10
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with Paragraph 110.2 and Paragraph
150.1 of the Third Schedule of the
Institute (Membership & Fees)
Rules made pursuant to Article 63
of the Constitution of the Institute,
in that he was found guilty by the

Participants gained deeper insight into
possible errors and compliance issues
with the implementation of Malaysia
GST with Accredited Tax Advisor
(Income Tax & GST) Dr Robin Chia.

Revenue Authority of Singapore
and SIATP.
For more information on
achieving tax excellence, visit www.
siatp.org.sg and sign up to be an
accredited tax professional.

State Courts of Singapore on
6 November 2013 for theft of
company cheques, forgery and
criminal breach of trust, 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.

Accredited Tax Advisors Chung-Sim Siew Moon (right)
and Chester Wee, both from EY in Singapore,
updated members on the new tax landscape
and OECD’s BEPS.

ISCA Breakfast Talk

An Overview on BEPS and
the New Tax Environment

O

ver 80 members attended
the monthly ISCA Breakfast
Talk on March 4. They heard
from Accredited Tax Advisor
(Income Tax & GST) Chung-Sim Siew
Moon, International Tax Partner and
Head of Tax, and Accredited Tax

Advisor (Income Tax) Chester Wee,
International Tax Partner, EY in
Singapore.
The timely session provided
updates and clarity on OECD’s
various papers and discussion drafts
relating to the 15-point Action Plan

to address base erosion
and profit shifting (BEPS).
It covered unilateral
actions by tax authorities,
potential risks in the new tax
environment, and the need to
begin preparations now.
Members came away with a
renewed understanding of the
topic, and look forward to other
sessions that will benefit them
professionally and personally.

FOCUS
Digital Media

The Power
OF Digital

Media
Connect, Converse, Convince

I

Derick Ng
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s
Simply put, the
lack of or almost no
online presence could
result in a decrease
of market share on
digital platforms,
with a resultant
dampener on
potential shareholders
or investors.

Photo Shutterstock

by

n the 21st century,
crossing the street
is an almost deadly
affair. Almost
everyone is glued
to some sort of
screen, be it a
phone, tablet or
even a smartwatch.
The idea that we
are currently amid
a technological
revolution is very real. Consumers’
habits are quickly changing, and
companies are putting in the extra
effort to remain relevant.
Not all is lost, though. Companies
should recognise the times we are
currently in and capitalise on them.
Although it seems like newfound,
treacherous territory, the use of digital
media is rising and its growth rate
shows no sign of abating. If anything,
the pace of change looks set to
accelerate and explode exponentially.
Enterprises which do not follow suit
may easily find themselves falling out
of tandem with the customer, which
is a dangerous place to be in today’s
increasingly competitive marketplace.
Studies have shown that Singapore
has one of the highest smartphone
penetration rates in the region with
over 80% active Internet users as of

May 2015
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January 2015.1 Having said that, many
companies still rely on more traditional
forms of advertising and marketing.
Television commercials, print
advertisements in magazines and
newspapers, and even radio spots are
the perennial favourites, and they
continue to be relevant in today’s
context. As such, digital media should
not be viewed as a replacement platform
for traditional forms of advertising,
but as an extension to it. The vast
expansion of the digital audience has
led it to become a powerful touchpoint
that businesses should not miss out on.
Broadly classified as
communication via the Internet and
mobile devices, digital media looks
set to overtake traditional means
of communication in both B2B and
B2C industries. Furthermore, the
geographical reach of companies
transcends the Singapore market with
little effort – all plus points for new, or
even established, corporations trying
to expand their footprint and gain a
fresh group of customers.
What is in it for those in the
accounting sector? While accountants
are not directly responsible for
adopting the use of digital media, it
is still important to be aware of the
growing trend. It is also crucial to be
aware of the associated risks in using
digital media. Such associated risks
include reputational risk, which could
have a significant financial impact that
may seriously jeopardise the viability
of a business.

Singapore: Deeply
connected

1 http://wearesocial.sg/blog/2015/01/digital-social-mobile-2015/
2 www.payvision.com/cross-border-ecommercesingapore-malaysia
3 www.techinasia.com/qoo10-founder-worked-desert-sea-hated
4 http://searchbusinessanalytics.techtarget.com/
definition/big-data-analytics
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We are right smack in the middle of the
digital age, and regression is unlikely.
Within Singapore itself, 4.45 million
people are active Internet users. And
among this group of active Internet
users, 81% or 3.6 million people have
active social media accounts. Relative
to our population, these statistics
place Singapore first against countries
such as Germany, India, Japan and
USA.1 Online spending is also at an
all-time high of S$3.5 billion (based
on 2014 estimate extrapolated from
PayPal’s research2). Pure e-commerce
players such as Qoo10 generate over
US$15 million in monthly transactions
from Singapore alone (as of March 2014).3
This just goes to show that there is
no dearth of consumers. In fact, the
healthy figures prove how large a
potential audience that businesses are
missing out on if they have not jumped
on the digital bandwagon.

A targeted, specific
approach

With digital media, advertising and
marketing activities are now highly
targeted and specific. Accompanied
by careful planning and strategy,
companies can more accurately
pinpoint the target audience they wish
to reach. For example, on Facebook,
advertisements are closely linked to
information pulled from the profiles of
Facebook members. The parameters

can be specified by member location,
interests, and even certain browsing
behaviours. In addition, the journey
from a clicked advertisement to the
browsing of products, to an eventual
purchase, can be captured, analysed
and optimised.
Another example is Duke-NUS
Medical School. If it were to source for
qualified candidates in the traditional
sense, it would involve procuring deals
with traditional media outlets like
newspapers, radio stations, magazines
and television networks. This would
typically involve being physically
present in those countries to organise
events, and personally manage the
networking that occurs.
However, the school had opted
for search engine advertising. Search
engine advertising is one of the most
reliable ways of gathering justifiable
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There is a reason why companies have
loyally stuck by traditional media for
decades – it reaches a massive number
of people through one sole outlet;
hence, the term “mass media”. The
loyalty is understandable, but it is vital
to note that the media landscape is
changing and has taken on a new form.

s
With the use of digital
marketing, there
will be input of data
from numerous data
streams, creating a
wealth of knowledge
that can be harnessed
to learn more about the
consumers a company
is dealing with.

data as it leverages on pushing
advertisements to consumers who are
doing an online search for something
relevant or close to what you are offering.
This effectively ensures that your
advertisement reaches the right target
market directly. It is a cost-effective tool
that can be harnessed for individual
advantage, and the customisation
of the advertising options available
makes it an attractive option. Moreover,
present buyers have a more dispersed
than direct approach to their online
activity. Hence, it is also pertinent
to understand the search cycles that
consumers go through when doing
an online search. This enables a
strategised approach to be employed,
increasing your engagement with
and the potential impact of your
marketing or advertising campaign
on the consumer.

In Duke-NUS’ case, users all over
the world who are doing an online
search for medical schools in Asia can
become their prospective candidates.
This makes digital media a more
efficacious touchpoint. Moreover, these
users can be identified via the relevant
sites they visit, the type of content
they are interested in, or even whether
they have downloaded the school’s
information booklet. The list simply
goes on, showcasing digital media’s
broad reach, which if strategically
used, can yield massive benefits.
Big data analysis, for example, is
one of these benefits. With the use of
digital marketing, there will be input
of data from numerous data streams,
creating a wealth of knowledge that
can be harnessed to learn more about
the consumers a company is dealing
with. These operational findings can

lead to improved business efficacy,
better customer service, and a score
of operational advantages over its rivals.4
Media channels like YouTube are
game-changers in the field of digital
advertising. Brands have been
supplementing videos that are typically
more inspirational, humorous, or
thought-provoking. They rely on
storytelling, which creates a larger
impact on the audience – much more
than television advertising has ever
done. Since the advertisements are
30 seconds to about a minute long, the
audience’s attention is held throughout
the advertisement rather than only in
the first 10 seconds, which typically
occurs with traditional media. Apart
from having their full attention, the
storytelling is more direct, as there is
limited time to work with. As a result
of these methods, the advertisement
May 2015
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gets a larger number of shares on the
numerous social media platforms
available today, spreading brand
awareness and increasing digital
visibility at the same time. This lends
itself to higher brand recall, which
directly co-relates to a higher sale
conversion rate. In a more intangible
way, high brand awareness also
increases the brand value and builds
a more reliable consumer base.
Another case in point is Scoot,
a Singapore-owned budget airline.
Scoot’s strong digital presence and
marketing campaigns on social
media platforms have achieved great
publicity and built for the carrier a
strong online brand personality. The
positive result of its foray into the
digital sphere is a strong indicator and
testament to the power of harnessing
digital media. While there had been
instances where campaigns have
drawn flak, quick thinking and a
strong customer recovery process
have resulted in them turning the
tables to their advantage.

Taking the first step
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be another avenue for companies
to make more focused and targeted
marketing efforts. It is a great tool in
aiding the decision-making process,
particularly with regard to specific
media channels, user behaviour, etc. It
is also vital for companies to develop
a structured approach and strategy
so as to better maximise returns on
digital media investments.

Preparing for launch

Before embarking on a digital mediaoriented approach, companies should
consider all available channels
through which they can reach out
to their target audience effectively.
Thorough research would be needed
on who exactly their target audience
is, and the possible ways to effectively
reach them. The online and physical
geographical location would also be
something to consider, but less so when
compared to traditional media.
In terms of branding, companies
should ensure a consistent brand
experience throughout the process

that their customers or stakeholders
go through. Modern consumers are
constantly assaulted by a barrage
of information online, so ensuring a
positive overall brand experience is
crucial. A cost-benefit analysis would
also be a logical step to take, as it
would be concrete justification for
the significant investment put into
digital media.
There is no set budget for spending
on digital media as it is highly dependent
on a company’s present goals, as well
as the techniques it employs. It goes
without saying that every company
should have a set of targets it wishes to
fulfil by using digital media.
While most digital media
platforms can be accessed by the
clients directly, companies should
engage consultants who are able to
put their business in perspective
and provide a “360-degree” strategy.
The expenditure and business goals
must be aligned or stakeholders may
fail to see returns – not necessarily
because the digital media approach
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Parallel to the evolving media
landscape, a Chief Financial Officer
(CFO)’s role has expanded from his/
her core focus on controls, budgeting
and reporting to a broad leadership
role responsible for charting the
company’s growth agenda. CFOs
as well as accountants should view
investment in digital media as an
extension of their current budget for
advertising and marketing, if they
have not already done so. It would be
greatly detrimental and a potential
loss to a company if its target markets
are “landing” on its competitors’
sites instead. Simply put, the lack of
or almost no online presence could
result in a decrease of market share on
digital platforms, with the resultant
dampener on potential shareholders
or investors.
To lower the perceived risk of
investing in digital media, engaging
a professional or looking at big data
analytics is a good starting point.
Owning your own big data may also

s
... in the digital
space, multiple
conversations take
place simultaneously,
which means that
your target market
does not only hear
your message,
it hears all the
messages coming
from a multitude
of sources.

did not work but perhaps the approach
was wrong or expectations were not
aligned for readily-visible success.
It is vital to note that there is no
one best measure of digital media
success, although linking it to overall
return on investment (ROI) would be
a common way to do so. For certain
channels or campaigns, the cost per
acquisition is important; for others, the
unique reach/impression is more, or
at least equally, so. Ultimately, it very
much depends on the company’s goals.

Beware the pitfalls

Digital media, with its numerous
benefits and success stories, is not a
bed of roses. Unlike traditional media,
conversation is now more multidirectional than ever before. Television
and newspaper advertisements tend to
deliver a singular fixed message. This
is no longer the case as in the digital
space, multiple conversations take
place simultaneously, which means
that your target market does not only
hear your message, it hears all the

messages coming from a multitude
of sources. This “uncontrollability”
makes it virtually impossible for
companies to stop disgruntled
consumers from making disparaging
remarks that spread quickly, or
flaming your brand online. Despite
the uncontrollability, it is better to
be in the know than to be ignorant. A
recent example would be BreadTalk,
which created a bun in memory of the
late Lee Kuan Yew, Singapore’s first
prime minister. The poor timing and
pun used to promote the bun resulted
in a massive backlash both online
and offline. A staggering number of
bad comments were posted on the
confectionary’s Facebook page and
images of their bun went viral. To
make restitution, BreadTalk quickly
deleted its original post and issued an
official apology.
Reputational risk is also at stake
when we look at the recent saga among
the three major telecommunication
service providers in Singapore. Singtel
ran into trouble when it engaged

Gushcloud, an online influencer agency,
to run a social media campaign. An
internal brief from Gushcloud to its
influencers was later leaked online,
and it emerged that the campaign
involved discrediting Singtel’s
competitors. As a result, both M1 and
StarHub took the issue up with the
Information Development Authority
of Singapore.

Conclusion

In a nutshell, digital media is
definitely worth venturing into as a
long-term investment. It is a potent
tool with personalised and targeted
communication that is being developed
by the day. Its delivery is highly
attuned to individual consumers
due to the growth in the usage and
adoption of digital media, as well as
wearable technology like Google Glass
and iWatch. It is high time to recognise
that digital media is indeed changing
the way we understand people and
our customers, as well as how people
consume content, communicate,
and access products and services.
To keep abreast of the changing media
landscape, CFOs and accountants alike
should understand the power digital
media has, as well as the associated
risks, but they should definitely not
shy away from it. ISCA
Derick Ng is CEO and Co-founder, Clickr Media.
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Anti-money laundering and terrorist financing framework

Upholding
Singapore’s
Reputation
as a Trusted
Financial Hub
Accountants Contribute to Anti-money
Laundering and Countering the Financing
of Terrorism

by

Kenneth Yap

S
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and caution against certain high-risk
financial transactions, even if they
are being made with positive intent.
Imagine if your client’s well-meaning
donations to charity organisations end
up in the hands of terrorists. Any hint
of criminal association will greatly taint
the accountant’s integrity, as well as the
profession’s standing.

Beyond compliance with regulatory
guidelines, AML/CFT is at the heart
of every accountant’s ethical duty.
Acting as trusted advisors or providing
corporate services to clients also
encompasses a responsibility to assess

To provide an authoritative reference,
ISCA has formulated the Ethics
Pronouncement 200 (EP 200),
incorporating the revised AML/CFT
requirements that will apply to all
accountants from 1 May 2015. ACRA

AML/CFT: A moral
obligation

New AML/CFT
requirements: EP 200

Photo Shutterstock

ingapore enjoys a
trusted reputation
as an international
financial and
business centre
with a robust
regulatory
framework against
money laundering
(ML) and terrorist
financing (TF). With the expansion of
both physical and electronic financial
infrastructure, ML and TF activities are
becoming increasingly sophisticated and
difficult to detect. The ease with which
money and valuables can now move
across borders means that regulatory

authorities and enforcement agencies
must continually review regulatory
frameworks in order to effectively
address ML and TF risks.
Since 1992, Singapore has been a
member of the Financial Action Task
Force (FATF), the global standard-setter
for anti-money laundering (AML) and
countering the financing of terrorism
(CFT). Dealing with ML and TF requires
a national response. While there are
strong AML/CFT controls in place
for the financial sector, an effective
regime requires the participation of
non-financial stakeholders as well. The
FATF standards were also recently
tightened, with a new focus on lawyers,
accountants and corporate service
providers (CSPs).

has adopted the EP 200 as a standard
that public accountants and accounting
entities need to adhere to.
More than just a set of dos and
don’ts, the requirements seek to raise
accountants’ awareness of the risks
they are exposed to. They emphasise
developing a culture of risk sensitivity
through better risk assessment. At
the client level, there needs to be
more indepth customer due diligence
to identify the ultimate beneficiary
controlling your client’s interests.
Such information cannot be solely
determined at face value, from what
your client says. More prudent risk
assessments may be required when
dealing with foreign businesses.

This has been flagged to be the main
source of ML/TF risk that accountants
face in the Singapore National Money
Laundering and Terrorist Financing Risk
Assessment Report 2014 (NRA 2014)1,
issued by the Singapore government.
Certain client activities, such as
operating diamond mines or shipping
goods through conflict zones with a
possibility of onboarding criminal
cargo, also carry inherently higher risk.
Beyond the client-level risk
assessment, holistic risk assessment
should be done at the enterprise level
to manage the overall ML/TF risk that
accounting entities are exposed to.
This should be complemented by proper
documentation and record-keeping.

s
Beyond compliance
with regulatory
guidelines, antimoney laundering
and countering
the financing of
terrorism is
at the heart of
every accountant’s
ethical duty.

1 www.mas.gov.sg/News-and-Publications/MediaReleases/2014/Singapore-AntiMoney-Laundering-andCounter-Financing-of-Terrorism-Regime-Assessed-tobe-Robust.aspx
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If any suspicious transaction is detected,
a Suspicious Transaction Report (STR)
should be filed with the Commercial
Affairs Department (CAD). An STR is
not an allegation of criminal activity, it
merely provides valuable information
to assist the police in investigations.

Additional
responsibilities for CSPs
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organising seminars to provide further
guidance. Since April 2015, ACRA has
introduced voluntary inspections for
public accounting entities to evaluate
compliance with EP 200. Where severe
lapses are detected in public accounting
entities, ACRA may further investigate
the case through its Complaints and
Disciplinary process.
Singapore has built up a reputation
as a clean and trusted business and
financial centre with strong AML and
CFT controls in place, but we cannot
afford to be complacent. AML and CFT
is everyone’s business. All stakeholders
– industry, regulators and enforcement
agencies – must do their part to uphold
this reputation. ISCA

Preparing for EP 200

As the accounting industry adjusts to
these new requirements, ISCA has been

Kenneth Yap is Chief Executive, Accounting
and Corporate Regulatory Authority.
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Accountants and other persons
who act as CSPs will also need to
pay attention to an additional set of
legal requirements. With the passing
of the ACRA (Amendment) Act in
Parliament in April 2014, an enhanced
regulatory framework for CSPs is
being implemented. CSPs will need to
be registered with ACRA, as well as
comply with the specific requirements
found within this legislation and the
subsidiary legislation made pursuant
to this legislation.

In NRA 2014, CSPs were identified
as a sector with a higher level of risk
due to the possibility that international
customers may engage them to set
up complex structures such as shell
companies, which may be used for
illicit purposes. The authorised bank
signatories of these companies are
overseas-based foreigners who are
usually the companies’ directors
and shareholders. The local resident
directors will usually have no access
to the bank accounts and hold no
company shares. In most cases, foreign
directors engage the services of a CSP
to incorporate a company, facilitate the
opening of bank accounts in Singapore,
and provide a Singapore-registered
address and a local resident director.

FOCUS

MEMBER PROFILE

me m b e r p r ofil e

A Head for
Business, a
Heart for
Education
EtonHouse International Founder
Ng Gim Choo, CA (Singapore)

By

Betsy Tan

W
22

hen Ng Gim Choo
was in her first job as
an auditor, the CEO
of the multinational
firm she was
auditing told her,
“You accountants
can never make good
businesspeople –
you are too conservative. Because
you worry too much, you miss
business opportunities.”
The naysayer was to be proven
wrong, for Mrs Ng went on to run
two successful businesses, first as
co-owner of a public accounting firm
and then as founder of EtonHouse
International. From one campus in
1995, EtonHouse today has grown to
100 pre-schools and schools across
11 countries spanning Singapore,
Cambodia, China, Hong Kong, India,

IS Chartered Accountant

s
“I believe accountants
make the best
businesspeople.
To run a business,
financial discipline
is very important.
And accountants are
trained to have that
skill – how to read
financial statements,
and the ability to
forecast the future.”
Indonesia, Japan, Korea, Malaysia,
Myanmar and Vietnam; more
campuses are slated to open soon
in the Middle East and Kazakhstan.
EtonHouse is recognised in Singapore
and other parts of the world for
offering quality bilingual education
underpinned by a unique philosophy.
More than 10,000 children across
61 different nationalities are students
of EtonHouse.
EtonHouse has developed such
a strong reputation for quality preschool education that it was appointed
in 2014 by the Singapore government
as an Anchor Operator for the early
childhood sector.1 Its E-Bridge Preschools extend the EtonHouse brand
of quality education to families in the
heartlands, at affordable prices. They
are very popular with parents, with
demand far outstripping the number of
places each year.
Mrs Ng counts having an
accountancy background as a crucial
advantage in her subsequent career as
an entrepreneur. “I believe accountants
make the best businesspeople. To

run a business, financial discipline is
very important. And accountants are
trained to have that skill – how to read
financial statements, and the ability to
forecast the future.”
The longstanding ISCA member
continues to keep herself updated
on developments in the profession.
“Although my current involvement
in the business is not so technical,
I’m able to ask my accountant how
a new accounting standard affects
my business.”

Accountancy was a
Good Foundation

Mrs Ng’s entry into accountancy was
a matter of course. “My family was
in business, so accountancy was the
de facto subject for me. And since I
attended a Chinese-language school, I
thought accountancy would be easier
for me since it would involve a lot
of mathematics and not English.
Little did I know I also had to study
law, organisational behaviour
and management theory; it was a
tough course.”
“I was a public accountant for
over 10 years. My first job was with
Ernst & Young as an auditor. My
studies and work offered me a good
foundation for business when
I became an entrepreneur.”
Mrs Ng subsequently went into a
joint venture with a partner to set up
an audit firm. “When I first entered
into partnership, our clients were
not paying up on time, and we had
many debtors. I believe having a lot
of business is not profitable, until
it is turned into cash, so I changed
things. Before I started a new audit,
I made sure our clients paid on time.
I told the staff, “Your job is also to
make sure that our clients pay on
time.” Within one year, our cash flow
improved significantly. My partner
was pleasantly surprised.”
Although business at the firm
was doing well, Mrs Ng was faced
with the difficult decision of giving
it up when her husband had a job
assignment in the UK in the 1980s.

“If I didn’t go with my husband, the
children would have to be separated
from their father. They were still
very young. I thought what was most
important then was for our family to
be together; I also thought it would be
good exposure for us to experience
life in the UK.”

A Different Approach
to Education

As fate would have it, the stint in the
UK led her to discover a different
approach to pre-school education,
which inspired her to set up EtonHouse.
Mrs Ng’s daughter was then
enrolled in a pre-school. She loved
it so much that she would put on her
school uniform on the weekends, only
to be disappointed. “I thought that
was so different from my experience
of school. I decided to volunteer at
the school to understand what made
it so different.”
The school encouraged
exploration and discovery in
a supportive and enriching
environment based on the interests
of the children through a self-guided
curriculum. In this approach, children
are seen as competent and are
encouraged to share their thoughts
and ideas about everything they
could meet or do during the day.
Rather than being seen as the
targets of instruction, children
are seen as playing an active role.
This role also extends to that of a
researcher. Much of the instruction
takes place in the form of projects
where children have opportunities
to explore, observe, hypothesise,
question, and discuss to clarify their
understanding. Children are also
viewed as social beings, and their
development is understood to be
related to other children, the family,
the teachers, and the community.
This child-centric approach to
1 In 2014, Metropolitan YMCA’s MY World Preschool,
Kinderland Consortiums-Skool4Kidz, and EtonHouse’s
E-Bridge Pre-school joined PAP Community Foundation
and NTUC First Campus’ My First Skool as Anchor
Operators for the early childhood sector;
http://app.msf.gov.sg/Press-Room/GovernmentSelects-Three-New-Pre-School
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education was what inspired Mrs
Ng to set up the first EtonHouse
campus at Broadrick Road in 1995.
She further adapted the educational
philosophy. For instance, a core tenet
of EtonHouse’s pedagogy is bilingual
education. True to EtonHouse’s “Learn
through Play” philosophy, students
are immersed in Chinese language
and culture via fun experiences like
putting up a play and storytelling.
This approach is a big departure
from mainstream practices, which
emphasise rote-learning.

Growing Pains

“In the early days, it was very
difficult. At EtonHouse, we don’t
believe in pressurising the children
to learn. The children learn through
play. There are no worksheets. This
is a different approach from what
parents in Asia expect. But when our
graduates enter primary school,

many of them take on leadership
roles like Monitor and Prefect. That
is when parents start to see the
intangible benefits of an education
at EtonHouse.”
She recalls, “When I first
started EtonHouse, it was set up as
a kindergarten. There were a lot of
regulations controlling the pre-school
education sector, for example, the
fees had to be kept at a certain level.
But we do not operate like other preschools – we employ highly-qualified
teachers with relevant degrees. In my
first year of operation, I had a deficit
of $1 million. There was even a big
newspaper article reporting on the
loss, and we had parents asking us,
“Is EtonHouse going to close down?”
At the end of our first year, I applied
for a fee increase but the authorities
said the school had to be in operation
for three years before I could increase
the fees. Hence, I decided to change

Career Highlights

• Started career with EY
• Became partner of public accounting firm Robert Tan & Co

1995

• Started EtonHouse
• Continues to spearhead the group’s development

2003

• Entered China with EtonHouse International School in Suzhou. The school is an
International Baccalaureate (IB) World School and a member of the Council of
International Schools; it was also voted one of China’s best elementary schools

2003 to
2009

• EtonHouse Suzhou, Wuxi, Jinan and Nanjing were set up upon invitation by the local
governments in China; numerous government awards have been conferred on the schools

2004

• Mrs Ng was awarded the Woman of Benevolence title by Suzhou City in China, for her
significant contributions in helping the community and promoting cultural practices

2009

• Mrs Ng was the first Singaporean woman to receive the Freedom of the City of London, one
of the oldest awards in the UK, for her contribution to international education
• EtonHouse became the first private pre-school operator to start a campus in
collaboration with PAP Community Foundation; a second Hampton Pre-School was
opened in 2013

2010

• EtonHouse campuses in Singapore became the first standalone pre-schools to
receive the IB World School status

2011

• Ms Ng was conferred the Jiangsu Friendship Award, the highest honour that the
Jiangsu Provincial People’s Government has established for foreign experts

2013

• Mrs Ng received the Foreign Friend award from the Mayor in Yiwu in China

2014

• EtonHouse’s E-Bridge Pre-school was appointed by the Singapore government as an
Anchor Operator for the early childhood sector
• Collaborated with Singapore Chinese High School to start Hwa Chong EtonHouse
Primary Schools and Kindergartens
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“Do something you
really enjoy. There
will be difficulties and
challenges no matter
which path you take,
but you need to have
passion to be able
to overcome these
challenges. With
passion, you will have
the perseverance
to keep going and
overcome challenges.”
the operating model of EtonHouse
from kindergarten to childcare. At
that time, childcare was associated
with sick children. Not many people
sent their children to a childcare
centre, so we had to educate the
parents. I had to go through many
hurdles to get the approval from the
various government agencies. It was
quite a breakthrough.”
“To change my operating status
from kindergarten to childcare
centre, I had to get the approval of
the Urban Redevelopment Authority.
I remember my husband always
says, “Turn crisis into opportunity.”
I took the newspaper article and
showed it to the officials. I said,
“If you don’t approve my request, I
may have to shut the school down.”
They were very understanding and
helped facilitate the process. After
getting the approvals from a few
other agencies, eventually, I got my
operating licence.”

The Five Ps of
Management Wisdom

How did Mrs Ng grow EtonHouse to
be the international powerhouse in
education that it is today?
She boils it down to the 5 Ps.
People play a big part in any
organisation’s success. “In any
business, you need two types of
people – what I like to call the Paper
Clips and the Teddy Bears. The Paper
Clips are task-oriented and don’t take
time to socialise. The Teddy Bears
are service-oriented. You need both
types of people to make the school

run smoothly. For example, if both the
principal and vice-principal are Paper
Clips, then you can imagine that the
teachers are not going to feel happy
as they don’t have the emotional
engagement and relationship building
that Teddy Bears are good at.”
“The next P is Professional
development. You need to learn to
sharpen your tools. At EtonHouse,
we invest a lot of resources on our
teachers’ professional development.
It’s something I learnt during my time
as an auditor, where the firm spent a
lot of resources on staff training.”
Another precept that she picked up
at the Big Four firm is Professionalism.
“We were always taught to do things
professionally. Every document we
presented had to be professional.
Similarly at EtonHouse, our principals
and teachers know that professional
conduct is expected of them at all times.”
Mrs Ng is also a firm believer in
the value of Perseverance, having
overcome many challenges in starting
and growing EtonHouse. Lastly,
“always pursue your Passion. Do
something you really enjoy. There
will be difficulties and challenges
no matter which path you take,
but you need to have passion to be
able to overcome these challenges.
With passion, you will have the
perseverance to keep going and
overcome challenges.” ISCA

5 Ps of Management
Wisdom
People
Professional development
Professionalism
Perseverance
Passion
Betsy Tan is Communications Manager, ISCA.
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Accountant as mediator

Embroiled in
a Financial
Dispute?
Consider an Accountant-mediator

by

Quek
Bin Hwee

F
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Getting it done right

Judges typically do not have specialised
training or experience in financial
matters, leading them to rely heavily
on evidence from expert witnesses
(who often disagree on technical issues
and are of course partial to the party
appointing them). In the absence of
his/her own understanding of the
technical issues, such an either-or
scenario may lead to the temptation
to “split the baby”.
Mediation may offer deliverance.
It allows for the appointment of an
accountant-mediator with financial
expertise to facilitate a technical
discussion that may enable the parties
to recognise solutions beyond the
either-or scenario.

Getting it done quickly

Similarly, an accountant-mediator can
make use of his/her facilitation and
negotiation skills to remove some of
the “noise” and focus on the technical
points in dispute. This process of
“hot-tubbing”, getting the parties and/
or their experts together to answer

s
In many complex
commercial disputes,
an accountant-led
mediation offers
potential advantages
over the traditional
courts in terms of
efficacy (getting
it done right),
efficiency (getting
it done quickly),
and confidentiality
(keeping it quiet).
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inancial disputes
can be incredibly
complex; postclosing purchase
price disputes
involving the
application of
GAAP accounting
to the calculation
of working capital
or earn-out amounts; the valuation of
companies involving discounted-cash
flow analysis and a raft of assumptions/
projections of income and expenses
extending well into the future, and the
various judgement calls such as the
appropriate discount rate to apply, etc,
continue to confuse and befuddle.
And this trait has not gone
unnoticed. In the US and UK, specialised
commercial courts have been set up
with judges possessing financial
expertise presiding over complex
matters. But generally, when it comes
to complex commercial disputes, the
traditional courts are often not well
equipped to handle them.

This is where mediation comes in.
In many complex commercial disputes,
an accountant-led mediation offers
potential advantages over the
traditional courts in terms of efficacy
(getting it done right), efficiency
(getting it done quickly), and
confidentiality (keeping it quiet).

Keeping it quiet

questions from the mediator, can be
very effective in identifying common
ground and moving the parties toward
a resolution.
Another benefit of mediation is the
promise of finality, subject to reaching
a settlement agreement in writing.
Without the threat of and the ability to
appeal, the tendency for either party to
stretch out litigation to another round
of costly briefings and arguments is
lessened, resulting in mediation offering
the advantage of a (relatively) speedy
resolution of issues. With mediation
generally being less procedural
compared to, say, litigation, it can
also be less costly to engage an
accountant-mediator.

Stare decisis or the doctrine of
precedent requires that the outcome of
court cases, including the key issues and
findings, be subject to public disclosure
in order to provide insight into decided
cases and to provide guidance on the
potential impact on pending matters.
This is of key concern to litigants
in situations where the issues relate
to sensitive financial or operational
information that constitute the
intellectual property of the company.
Sales and profitability forecasts for
specific products in new territories,
the state of development of a new
anti-viral drug, or a host of other
trade secrets can be subject to
discovery in litigation. Indeed,
trade secrets need to be protected
throughout the discovery process and
through trial (and potentially, through
appeal). Apple found this out the hard
way when marketing spend and other
sensitive iPhone and iPad financial
data were disclosed in a suit against

Samsung Electronics before the US
Federal Court.
In contrast, mediation allows
for the confidentiality of the parties,
their trade secrets, the issues and the
ultimate disposition of the matter.
It enables companies to avoid the risk
of negative publicity – information
provided in the course of mediation
is to remain confidential.

Conclusion

As long as there are business
agreements, there are going to be
business disagreements. When it
comes to complex commercial
disputes, the use of a mediator with
financial expertise and experience
can offer potential advantages over
the traditional courts – by getting it
done right, getting it done quickly
and keeping it quiet. ISCA

Quek Bin Hwee is Principal Mediator, Singapore
Mediation Centre, and Partner, PwC Singapore.
For more information on the Singapore Mediation
Centre, please visit www.mediation.com.sg.
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New
“Small Company”
Concept for Audit
Exemption (Part 2)
Practical Application for Groups

by

Kang Wai Geat, Zoey Xie
and Law Reform
Department, ACRA

I

1 SFRS 110 Consolidated Financial Statements defines
a “group” as “a parent and its subsidiaries”.
2 Paragraph 12(b)(ii) of the Thirteenth Schedule
to the Companies Act states that for groups where
consolidated financial statements are not prepared by
a parent in relation to a group, “consolidated revenue”
means the aggregate revenue of all the members of
the group and “consolidated total assets” means the
aggregate total assets of all the members of the group.
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(a) Consolidated revenue2 of not more
than S$10 million;
(b) C
 onsolidated total assets2 of not
more than S$10 million;
(c) Total number of employees of the
group of not more than 50.
In this article, we focus on the
application of the new “small group”
thresholds in five scenarios using the
data in Figure 1.

Figure 1 Illustrative Data (Company level)

Ultimate Parent A

Intermediate
Parent B

Subsidiary C

Associate D

Revenue

S$3,500,000

S$3,000,000

S$7,000,000

S$1,000,000

Total assets

S$5,000,000

S$4,500,000

S$1,500,000

S$100,000

Number of
employees

7

18

25

20

Description
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n IS Chartered
Accountant,
April 2015, we
illustrated the
application of
the new “small
company”
concept for
companies
which are
not part of a group of companies. This
article illustrates the applicability of the
“small company” audit exemptions in the
context of group companies.
In the current business and
economic environment, it is a common
phenomenon that companies explore

overseas markets as they grow in
size and as a result, group audits have
become increasingly prevalent. To be
exempted from audit requirements
under the new amendments in the
Companies (Amendments) Act 2014,
a parent company or a subsidiary
company must be a “small company”
and part of a “small group”. Paragraph
12(a) of the new Thirteenth Schedule to
the Singapore Companies Act states that
the question of whether an entity is part
of a group is to be decided in accordance
with the Singapore Financial Reporting
Standards (SFRS).1 This principle
applies regardless of whether the
ultimate parent company is a Singapore
or overseas company, and regardless of
the financial reporting standards the
ultimate parent company may use for
the purposes of its consolidation.
The determination of what is a
“small company” was covered in Part 1
of this article. To qualify as a “small
group”, the group must satisfy at least
two of the following three quantitative
criteria in each of the immediate past
two financial years:

s
To be exempted from audit
requirements under the new
amendments in the Companies
(Amendments) Act 2014, a parent
company or a subsidiary company
must be a “small company” and
part of a “small group”.
apply if the subsidiary is both a “small
company” and is part of a “small group”.
The same assessment illustrated in
Figure 1a would apply.

Scenario 2a

Scenario 1a
Two entities: A Singapore ultimate
parent A and one 100%-owned
Singapore subsidiary C; consolidation
prepared in accordance with SFRS.
Singapore
Ultimate Parent A

Consolidation
prepared
(SFRS)

Singapore
Subsidiary C

Using the same group structure as
Scenario 1a, we will now examine the
assessment for an overseas parent
for which consolidation is prepared
in accordance with the International
Financial Reporting Standards (IFRS).
Overseas
Ultimate Parent A

Singapore
Subsidiary C

Notwithstanding that the overseas
parent does not have to comply with
the financial reporting requirements
under the Singapore Companies Act,
the consolidated financial statements
of the group (that is, overseas parent
and Singapore subsidiary) will still have
to be considered in determining if the
Singapore subsidiary can be exempted
from audit requirements. This is
because the audit exemption would only

Description

Scenario 1b

Three entities: An overseas ultimate
parent A, a 100%-owned Singapore
intermediate parent B and one
100%-owned Singapore subsidiary C;
consolidation prepared at both levels,
in accordance with SFRS for the
intermediate parent and a similar
financial reporting framework for
the overseas ultimate parent, for
example, IFRS.
Overseas
Ultimate Parent A
Singapore
Intermediate
Parent B

Consolidation
prepared
(IFRS)
Consolidation
prepared
(SFRS)

Singapore
Subsidiary C

Figure 1a (Consolidation prepared)

Singapore Ultimate
Parent A

Singapore
Subsidiary C

Group
(Consolidated)

Met criteria?

Revenue

S$3,500,000

S$7,000,000
(including
S$3,500,000
intercompany sales
to Parent A)

S$7,000,000
(after elimination
of intercompany
sales to Parent A)

√

Total assets

S$5,000,000
(including
S$500,000
investment in
Subsidiary C)

S$1,500,000
(including
S$500,000
intercompany
balances owing from
Parent A)

S$5,500,000
(after elimination
of intercompany
balances owing
from Parent A
and investment
in subsidiary)

√

Number of
employees

7

25

32

√

Consolidation
prepared
(IFRS)

Fulfil “small group” criteria?

Yes
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Description

Figure 2a (Consolidation prepared)

Overseas
Ultimate
Parent A

Singapore
Intermediate
Parent B

Singapore
Subsidiary C

Group
(Consolidated)

Revenue

S$3,500,000

S$3,000,000

Total assets

S$5,000,000
(including
S$1,000,000
investment in
Intermediate
Parent B)

S$4,500,000
(including
S$500,000
investment in
Subsidiary C)

S$1,500,000
(including
S$500,000
intercompany
balances owing
from Parent A)

S$9,000,000
(after elimination
of intercompany
balances owing
from Parent A and
investments in
subsidiaries)

√

Number of
employees

7

18

25

50

√

S$7,000,000
S$10,000,000
(including
(after elimination
S$3,500,000
of intercompany
intercompany sales sales to Parent A)
to Parent A)

Fulfil “small group” criteria?

Met
criteria?
√

Yes

Technically, the above scenario
consists of two groups – one at the
Singapore intermediate parent level
and the other at the overseas ultimate
parent level.
For the purposes of assessing a
small group, paragraph 12(c) of the new
Thirteenth Schedule to the Singapore
Companies Act states that “parent”
does not include any entity which is a
subsidiary of any other entity within
the meaning of SFRS. Essentially, this
means that the Singapore intermediate
parent B is not considered as a “parent”
in the above scenario, that is, it would
have to be treated as a subsidiary.
Accordingly, only the consolidated
financial statements of the overseas
ultimate parent A shown in Figure 2a
should be considered for assessment as
a “small group” (that is, the group with
three entities).

Scenario 2b

Using the same group structure as
Scenario 2a, we will now examine
the scenario where consolidation is
prepared at the Singapore intermediate
parent level but not at the overseas
ultimate parent level.
Overseas
Ultimate Parent A
Singapore
Intermediate
Parent B

Consolidation

Consolidation
prepared
(SFRS)

Singapore
Subsidiary C

IS Chartered Accountant
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Applying the same principles as in
Scenario 2a for the determination of a
group, only the group headed by the
overseas ultimate parent would be
considered as a relevant group for the
purpose of assessment as a “small group”.
However, since ultimate parent A does
not prepare consolidated financial
statements, the principles in paragraph
12(b)(ii) of the Thirteenth Schedule
to the Singapore Companies Act would
apply (that is, the aggregate revenue
and aggregate assets of the group would
have to be considered).

Figure 2b illustrates the aggregation of
revenue and assets for assessment as a
“small group”.

Figure 2b (Consolidation not prepared at overseas ultimate parent A level)

Description

Overseas
Ultimate
Parent A

Singapore
Intermediate
Parent B

Singapore
Subsidiary C

Group
(Aggregated)

Met
criteria?

Revenue

S$3,500,000

S$3,000,000

S$7,000,000
(including
S$3,500,000
intercompany sales
to Parent A)

S$13,500,000
(No elimination)

X

Total assets

S$5,000,000
(including
S$1,000,000
investment in
Intermediate
Parent B)

S$4,500,000
(including
S$500,000
investment in
Subsidiary C)

S$1,500,000
(including
S$500,000
intercompany
balances owing
from Parent A)

S$11,000,000
(No elimination)

X

Number of
employees

7

18

25

50

√

Scenario 3

Three entities: A Singapore ultimate
parent A, one 100%-owned Singapore
subsidiary C and one 20%-owned
Singapore associate D; consolidation
prepared in accordance with SFRS.
Singapore
Ultimate
Parent A

100%-owned
Singapore
Subsidiary C

Consolidation
prepared
(SFRS)

Fulfil “small group” criteria?

20%-owned
Singapore
Associate D
Description

As defined in SFRS 110, a “group”
does not include its associates and joint
ventures. Hence, Associate D is not
considered an entity within the group
for the purpose of assessment as a
“small group”. Accordingly, Associate D
would not have to take into account
the group in assessing whether it
qualifies for the “small company” audit
exemption. Similarly, the number of
employees in Associate D does not
contribute to the aggregate number
of employees in the group. However,
an investor is required by SFRS 28
Investments in Associates and Joint
Ventures to account for its investment
in associate or joint venture using the
equity method, even on a standalone
basis. No elimination of the share
of Associate D’s profits from the
consolidated assets is required for
the purpose of the assessment of a
“small group”.

Summary

In a nutshell, the key takeaway of the
“small group” concept is to apply the
assessment criteria at the ultimate
parent level, and the members of the
group are determined in accordance
with SFRS, regardless of whether that
parent is incorporated in Singapore
or overseas. ISCA

Figure 3 (Consolidation prepared)

No

Singapore Ultimate
Parent A

Singapore
Subsidiary C

Singapore
Associate D

Group
(Consolidated)

Met
criteria?

S$3,500,000

S$7,000,000
(including
$3,500,000
intercompany sales
to Parent A)

S$1,000,000

S$7,000,000
(after elimination
of intercompany
sales to Parent A)

√

Total assets

S$5,000,000
(including S$500,000
investment in
Subsidiary C and
S$200,000 share
of Associate D’s
profits using equity
accounting)

S$1,500,000
(including
S$500,000
intercompany
balances owing
from Parent A)

S$100,000

S$5,500,000
(after elimination
of intercompany
balances owing
from Parent A
and investment in
subsidiary)

√

Number of
employees

7

25

20

32
(excluding
employees of
Associate D)

√

Revenue

Fulfil “small group” criteria?

Yes

s
The key takeaway of the “small group”
concept is to apply the assessment criteria at
the ultimate parent level, and the members
of the group are determined in accordance
with SFRS, regardless of whether that parent
is incorporated in Singapore or overseas.

This article was jointly developed by Kang Wai Geat, Assistant Director, and Zoey Xie,
Manager, Technical Standards Development and Advisory Department, ISCA, and Law
Reform Department, Accounting and Corporate Regulatory Authority.
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Crisis communications

Crisis
CommunicationS
in the Age of
Social Media

Important Role of
Communications Team
from

Perspectives@SMU

I

n crisis communications
management, the concept of
the “golden hour” has become
redundant. Before the development of
social media, “best practice” for an
organisation, such as an airline which
is involved in a potentially damaging
incident, is to issue a first “holding
statement”, with preliminary
information within an hour of the first
notification of the event. With the
advent of social media, the time horizon
has shrunk to no more than 15 minutes.
“If social media and citizen
journalists are aware of what’s
happening, they expect the
organisation to have the information
about it immediately,” explained John
Bailey, Managing Director of public
relations firm Ketchum Singapore.
“It’s not always fair but they expect it.
In that sense, it’s a threat, but on the
other hand, it’s an opportunity because
you can use your social media channels
to get information out quickly to a very
diverse audience.”

Mr Bailey, who created the first
guidelines on handling crisis
communications in the age of social

1 www.iata.org/publications/Documents/social-mediacrisis-guidelines-april2013.pdf
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means to distribute information.”
“The reason that becomes an
issue is because the communications
perspective is very different from
any other department’s. Number one,
corporate communications, if properly
structured and tasked, is normally the
only department in the organisation
that is specifically tasked with
monitoring the external environment
24/7. They have a sense of what’s
going on in the external environment
and can feed that perspective back
into the decision-making process in
responding to a crisis.”
If the communications department
is allowed to do its job, and it does
so to a high standard, the response
would look very much like how
AirAsia had handled the QZ8501
crash. According to Mr Bailey, AirAsia
has “absolutely done it by the book.
It’s been very professional and wellcoordinated, very consistent in terms

Photo Shutterstock

Include COMMUNICATIONS
department in crisis
response team

media for the International Air
Transport Association (IATA) in 20121,
emphasised in that document the
need to recognise social media’s
importance in modern crisis
management. That requires an
organisation’s communications
department to be an integral part of
the crisis response and management
team; unfortunately, that is not
always the case.
“The crisis management team will
normally comprise the heads or very
senior people within each department
of the company – human resources,
legal, operations, finance, etc,” Mr Bailey
told Perspectives@SMU. “But in some
companies, the communications
function sits low down in the pecking
order. It’s not part of the direct reports
to the CEO, and therefore when a crisis
team is gathered, they’re not part of
the strategic decision-making group.
They’re then just used as a tactical

s
“It’s not just about
what you say,
it’s also about
what you do...
What you are
communicating is
what the response
consists of. It’s
talking about the
concrete actions
you’ve taken
to follow through
on the implied
promise to look
after people.”

of messaging and the positioning
of the CEO”.

Leading by example

AirAsia CEO Tony Fernandes has
garnered glowing reviews for his
handling of the QZ8501 disaster. From
being visible on social media the instant
AirAsia acknowledged the loss of contact
with QZ8501 to the constant updates
over the following days, Mr Fernandes
displayed the one thing that everyone
expected of him: leadership.
“It’s expected by customers,
business partners, employees and
investors that the organisation will
show leadership,” Mr Bailey said.
“The person that exemplifies that
leadership is the CEO, whether he
likes it or not. A savvy CEO who has a
trusted and capable communications
advisor will be able to handle this
much better than one who doesn’t.”
It is clear from the way AirAsia and

its CEO handled the initial social media
frenzy that the communications team
was an integral part of the response
team and not just a tactical function.
Mr Bailey, who had worked with
AirAsia previously but was not
involved with the QZ8501 crisis, also
urged airlines to remember their role
in air disasters: helping the families
of those lost in the crash. “It’s not just
about what you say, it’s also about
what you do. Communications is just
part of the response. What you are
communicating is what the response
consists of. It’s talking about the
concrete actions you’ve taken to follow
through on the implied promise to
look after people,” he explained.
Mr Fernandes did just that on
January 2 when the body of an AirAsia
flight attendant was identified as
that of Khairunnisa Haidar Fauzi.
The AirAsia CEO had tweeted the
day before, “If our beautiful and
wonderful crew is identified, we
will go from Surabaya to Palembang
with her parents. Heartbreaking soul
destroying (sic).”
On January 2, he tweeted, referring
to his staff by her nickname Nisa,
“I'm arriving in Surabaya to take Nisa
home to Palembang. I cannot describe
how I feel. There are no words.”

Sorry is the
hardest word
Besides walking the talk, Mr Fernandes
also expressed empathy with words
such as “heartbreaking” and “I cannot
describe how I feel”. While that helped
communicate the important message
that AirAsia was run by caring human
beings, he also posted on 30 December
2014 a tweet that contained a word
that is viewed as taboo by some in
the airline industry: sorry. “My heart is
filled with sadness for all the families
involved in QZ8501. On behalf of
AirAsia, my condolences to all. Words
cannot express how sorry I am.”
“There’s a long-running debate
about the word sorry,” Mr Bailey
explained, touching on how using
the word could be construed as
an admission of guilt and, more
importantly, liability. “When I
launched the IATA consultancy in
1998, we had a conference in Phoenix,
Arizona that was attended by over
100 airlines. I invited an aviation
lawyer to discuss this exact point.
He started his presentation with a
single word: sorry. He said, “I want to
tell you all that there is no legal danger
in using the word sorry… as long as
you are very clear what you are sorry
for. Don’t get hung up about the word
itself, it’s about expressing empathy
or acknowledging the other person’s
distress”,” he said.
Mr Bailey added that the issue
of liability is always a factor in air
disasters and therefore, airlines need
to make sure they are “not apologising
for what you did but for the loss of life
and the distress which everyone feels
as human beings”.
“People will accept that accidents
happen,” he said, “what they won’t
accept is someone who doesn’t seem to
care. Showing that you care, however
you express it, is very important.” ISCA

E qu i t y

John Bailey was the speaker at the SMU
Centre for Marketing Excellence event “Crisis
Communications in the Age of Social Media”
on 14 January 2015. This article was first
published in Perspectives@SMU, January 2015,
Singapore Management University. Reproduced
with permission.
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Cyber Security 101

Cyber Security 101
for Accountants

What You Need to Know
about IT Security Threats

by

David Siah & Andy Liou

C

orporate finance professionals
deal with large volumes of
sensitive information on a daily
basis. This includes financial, strategic
and client information which in the
wrong hands could lead to significant
consequences such as data loss, breach
of trust and/or substantial financial
loss (for example, through fraudulent
invoices or ransomware – critical data
that is made inaccessible and held
hostage until a ransom is paid). It
is imperative that members of the
accountancy profession increase their
awareness of cyber security issues
in order to protect both themselves
and their clients, particularly so given
the increased reliance on information
technology (IT) and the Internet to
conduct business.
Advanced cyber threats are
on the rise and it is inevitable that
organisations will be attacked. The
question is, how do they protect what’s
most important from being taken?
If an organisation hasn’t already
been attacked, it is more than likely it
will be at some point in time – sooner, if
it is in the high-risk category of having
something of significant extrinsic
value to the attackers (credit cards,
customer data, confidential business
plans, etc).
1 www.av-test.org/en/statistics/malware/
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In 17 minutes, the total number
of all new malwares discovered
today will exceed that for a full year
a decade ago in 2004.1 If we apply the
same growth rate in dollar terms,
every $100 invested in 2004 would
be worth a cool $3 million today.
This exponential explosion in threats
means that inevitably, every business
big and small will be attacked at some
point – particularly those companies
where the potential payoff is much
higher than the effort required, and/
or the likelihood of being caught and
prosecuted is much lower (risk-versusreward ratio is just as important
to criminals as it is to any other forprofit business).
To compound matters, security
has traditionally played catch-up to
the threats, and the gap is always
largest during the emergence of
each successive wave of new threats.
Malware is increasingly becoming
more sophisticated and evasive, just
like the biological world where viruses
mutate and evolve into more deadly
and drug-resistant forms (for example,
Ebola). In 2014 alone, there were
more publicly-disclosed breaches,
particularly from well-known
companies including Target,

s
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This exponential
explosion in threats
means that inevitably,
every business big
and small will be
attacked at some
point – particularly
those companies
where the potential
payoff is much
higher than the
effort required, and/
or the likelihood of
being caught and
prosecuted
is much lower.
May 2015
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s
Advanced Persistent
Threats, by their very
nature, are customdesigned, never-seenbefore threats which
are specifically written
for their victims and
are used for once-off
attacks rendering most
traditional security
solutions ineffective.

JP Morgan Chase, Home Depot and
Sony. The culprit? – a new class
of malware known as Advanced
Persistent Threats (APTs)2, which has
been able to achieve a very high rate of
attack success due to a combination of
two factors – these attacks are highly
customised and created specifically
for their victims, and the inadequate
preparedness of their intended victims,
whose traditional security methods
are ineffective.

APTs and cyber
security risks:
Not just IT issues

Traditionally, the senior management
team and board of directors have
viewed IT generally, and IT security
specifically, as a responsibility for their
IT teams to manage and mitigate. The
Institute of Internal Auditors (IIA)’s
Pulse of the Profession survey report
in 2014 reveals that only 14% of
board members surveyed said they
were “actively involved” in cyber
security preparedness.3 As a result, the
majority of security “initiatives” are
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The lack of oversight to ensure
current security arrangements are
appropriate is slowly starting to
change as companies realise that
attacks have serious business impact
over and above the bad publicity
arising from breaches or website
defacements. This includes monetary
losses (JP Morgan Chase), opportunity
costs due to downtime (Sony
PlayStation network offline), future
earnings risk due to loss of customer
trust, significant clean-up and repair
costs as well as potential litigation
from shareholders, customers and the
government if any laws are found to
have been broken (for example, the
Privacy Act).

Improving security,
defending against APTs
According to a 2014 survey 4 of more
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2 http://apac.trendmicro.com/cloud-content/apac/
pdfs/security-intelligence/white-papers/wp_trends-intargeted-attacks.pdf
3 2014 Pulse of the Profession North American Report,
The Institute of Internal Auditors
4 www.isaca.org/Knowledge-Center/Research/
ResearchDeliverables/Pages/Advanced-PersistentThreats-Awareness-Study-Results.aspx
5 “What Corporate Boards Should Know and Do About
Targeted Attacks and Advanced Threats”, September
2014, Enterprise Strategy Group Inc

thinly-disguised cost-cutting exercises
rather than progressive strategic
decisions, that is, cost containment
appears to be placed above investment
for the future. Also, there is a weak
link between management and dayto-day operations, and very few senior
management leaders understand
technical concepts well. Consequently,
corporate boards may fail to review
their privacy and security budgets
and security programme assessments,
which in turn leads to chronic underinvestment over time and a reactionary
approach to security incidences or
breaches. This inadequacy not only
increases the chances of security
incidents happening over time, it also
increases the cost of managing security
for the organisation. Indeed, the adage
that prevention is better than cure
equally applies to IT security.

Figure 1 The APT Attack Sequence

Stage 1: Intelligence gathering

Threat Actor

Stage 2: Point of entry
Intelligence

Stage 3: Command and control
communication

1 Gathering

External
Server

3

Stage 4: Lateral movement and
persistence
Stage 5: Asset/Data discovery

3 C&C Communication

Data

6 Exfiltration

2 Point of Entry
File Store

Stage 6: Data exfiltration

Database

5 Asset/Data Discovery
4 Lateral Movement

Key Security Challenges
VISIBILITY What’s really
happening on my network?
DETECTION How to identify
what is evading my standard
defences?
RISK ASSESSMENT What’s
dangerous? What’s not? Who is
behind this attack?

than 1,000 security professionals
by ISACA (previously known as
Information Systems Audit and
Control Association), 66% of
enterprises believe it is only a
matter of time before they are hit by
an APT, yet only 15% of these same
enterprises are very prepared for
such an APT attack. The survey also
found that 21% of organisations
have experienced an attack, yet only
33% of these organisations were
able to pinpoint the source of attack,
potentially leaving them vulnerable
to further attacks.
While standard security
solutions including antivirus and
antispam play a vital role in protecting
an organisation’s data and operations,
their limitation is that they are
usually only able to detect threats
based on a database of “known”

PREVENTION Should I block this
attack? How?
REMEDIATION How widespread
is this attack and what actions
should be taken?

malware via pattern-matching
techniques, similar to law enforcement
usage of large criminal databases
full of fingerprints and mugshots.
APTs, by their very nature, are
custom-designed, never-seen-before
threats which are specifically written
for their victims and are used for
once-off attacks rendering most
traditional security solutions
ineffective. Defending against
APTs requires:
1. An understanding of the six stages
of an APT attack (Figure 1);

2. Deploying appropriate tools to
detect and respond to an APT attack;
3. Adopting a multi-layered defence
strategy – present multiple
security barriers which can
thwart more basic attacks,
increase the organsation’s
chance of receiving some type of
pre-emptive security alert or at
least slow down advanced attacks,
thus buying precious time to
analyse and respond.
Cyber security risks have now
become business critical and as a
result, corporate boards and senior
management need to take a more
active role. How do they do that?
The Enterprise Strategy Group
recommends 5 that they:
+ Ensure the proper level of cyber
security prevention;
+ Invest in the right tools, data
analytics and skills for cyber
security detection;
+ Create a chain of command and
formal processes for cyber security
response. ISCA

David Siah is Chairman, Cloud Security
Alliance Singapore, and a member of
Infocomm Development Authority of
Singapore (IDA)’s Cyber Security Alliance and
IDA’s work group on Cloud Outage Incidence
Response. He is also a committee member
of the Singapore Infocomm Technology
Federation’s Security and Governance
Chapter, and Country Manager, Trend Micro.
Andy Liou is Director of APAC, Trend Micro.
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Becoming a CFO

Who is the
Modern-day CFO?

ISCA Helps Aspiring CFO Members

by

Chiang
Fock Pong

M

1 “The Changing Role of CFOs”, IS Chartered
Accountant , February 2015
2 Best CFO Award, Listed companies with less than
$300-million market capitalisation category, Singapore
Corporate Awards 2013
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uch has been said about the
evolving role of the modern
Chief Financial Officer (CFO).
Most recently, in IS Chartered
Accountant, February 2015 issue,
Martyn van Wensveen, Global Leader
for Financial Management and
Partner, KPMG Singapore shared in
his article1 that the current role of the
CFO has moved beyond just being the
accounting and finance expert in his
organisation; he is also expected to be
a strategic partner and advisor to the
Chief Executive Officer (CEO), as well
as a change steward for successful
financial transformation.
“A CFO is responsible for a wide
spectrum of duties, namely accounting,
financial and internal controls, risk
management, tax planning and
asset preservation,” said Axron Lim,
Executive Director, BP de Silva Group
of Companies and winner of the Best
CFO Award 2013.2 “He must also
ensure the company’s compliance
with financial and regulatory
reporting requirements. In short, he is
responsible for planning, controlling,
implementing, monitoring and
managing all aspects of finance-related
activities in an organisation.” On top of
these, the CFO is also often responsible

for company strategies, investor
relations and a host of other duties.
In short, the skills and knowledge
required of a CFO extend beyond
technical knowhow about accounting
standards and principles. A CFO is also
expected to possess excellent strategic
planning and analytical skills, people
management skills and be a leader in
the organisation.
In his article, Mr van Wensveen
had shared that CFOs have to assume
leadership roles in adopting best
practices and acting as gatekeepers
to enforce governance and risk
management, thus spurring growth
and value for the business – a point
Mr Lim also extolled. “A CFO must
be comfortable in managing people
as well as operations. A CFO is
expected to be a complete leader. He
is expected to understand all aspects
of the business’s processes and
operations. With that knowledge and
understanding, he can implement more
efficient solutions and control,” said
Mr Lim.
“While technical skills are
important for CFOs, the softer skills
required to make a good CFO are
excellent rapport with colleagues,
strong commercial awareness and the
ability to communicate effectively with
all stakeholders,” shared Simon Sim,
Group CFO, Vibrant Group.

8
“A CFO must be comfortable
in managing people as well as
operations. A CFO is expected
to be a complete leader. He
is expected to understand
all aspects of the business’s
processes and operations.
With that knowledge and
understanding, he can
implement more efficient
solutions and control.”
AXRON LIM
Executive Director
BP de Silva Group of Companies
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8
“While technical skills are
important for CFOs, the
softer skills required to make
a good CFO are excellent
rapport with colleagues,
strong commercial
awareness and the ability
to communicate effectively
with all stakeholders.”
SIMON SIM
Group CFO
Vibrant Group

Journeying to become
a CFO

3 Best CFO Award, Listed companies with less than
$300-million market capitalisation category, Singapore
Corporate Awards 2014
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CFO is on sharpening core skills
in accounting and finance, such as
financial reporting standards, and
regulatory compliance. Subsequently,
the aspiring CFO can enhance his skills
and knowledge in areas of expertise,
such as taxation and internal audit,
as well as in the area of management
and people development. Further
into the next phase, the aspiring CFO
is required to equip himself with
strategic planning and leadership skills.
Above all, being technically
competent is just a part of the journey;
the aspiring CFO must have the tenacity
to persevere, and be motivated to
continually upgrade himself.
Dominic Siu, Group CFO, MTQ
Corporation, and winner of the

Best CFO Award 20143, enthused,
“Apart from on-the-job training
and mentoring, many of the hard
skills can be learnt from attending
external courses. The soft skills, work
experience and technical/management
exposure, however, take time to
develop. The mentoring or external
training should help but the individual
must have the keenness to learn,
willingness to take up the challenges
and the attitude to put in the extra
effort when the opportunities arise.”

ISCA provides catalyst
and helping hand
It is always the mandate of ISCA to
serve our members, in particular
the Professional Accountants in

Photo Shutterstock

CFO is the top job for an accounting
and finance professional in business.
The question is, how does one become
a CFO? There are two aspects to
consider – technical knowledge and
competency, and interpersonal and
soft skills.
Becoming a CFO can be viewed
as a journey. The preparation can
begin as early as during the formative
years of tertiary education. Vibrant
Group’s Mr Sim shared that during
this period, regular exposure of the
individual to practical perspectives of
the accounting and finance function
is essential to school his adaptability
and suitability towards the position.
This may take the form of internship
and overseas attachment programmes.
Currently, all the Institutes of Higher
Learning that offer an Accountancy
degree have incorporated such
programmes in their curricula;
they are either compulsory or by
application. In particular, Singapore
Institute of Technology’s Integrated
Work-Study Programme offers its
Accountancy students the opportunity
of an extended attachment period, of
up to eight months.
During the initial phase of the
journey, the emphasis for the aspiring

on infocommunications, business
analytics reporting and XBRL, as well
as taxation. Currently, ISCA offers
more than 800 courses spanning
technical content, soft skills and ethics.
These courses are conducted through
various platforms, namely classroomfacilitated learning, as well as online
learning. In addition, ISCA collaborates
with academic institutions to provide
professional courses.

+ Talks,

Business (PAIBs), to raise their skills
competency and knowledge. ISCA
has some 28,530 members of whom
63% are PAIBs. The Institute has put
in place a structure that features an
extensive range of activities for skills
and knowledge enhancement, in both
technical and soft skills, and offered
across multiple platforms and channels
for our members’ benefit.
+ Continuing

Professional Education
(CPE) Courses

In order to prepare aspiring CFOs
for finance leadership, ISCA has
established a CPE Framework that
provides the continuing education and
training in demanded competency
areas such as Accounting, topics

events and seminars

Complementing the CPE courses for
skills upgrading, ISCA organises
regular talks, events and seminars
to update aspiring CFOs, and other
members, on the latest as well
as upcoming developments. Two
examples of such activities are the
monthly ISCA Breakfast Talk and
Quarterly ISCA-UOB Economic Update.
Since the former’s inception in October
2012, ISCA has conducted more than
25 monthly Breakfast Talks, with
an average attendance of close to 80
participants each. Topics, presented by
industry experts, range from updates
such as integrated reporting and
corporate governance to managing
foreign exchange risks and the current
cyber security landscape. These topics
serve to expand the knowledge base
and sharing platform for aspiring CFOs.
The quarterly ISCA-UOB Economic
Update was first conducted in early
2014. Each session has registered
overwhelming attendance as the
theme relates to current affairs of
the economy.
ISCA also organises regular
seminars pertaining to taxation,
key topical aspects such as working
capital management, and the annual
national budget.
+ Mentoring

activity

The first Mentoring programme, an
initiative by the ISCA CFO Committee,
was launched in 2013, followed by
a second edition in 2014. Known as
the Flash Mentoring Programme,
the initiative is designed to provide
aspiring CFOs with the opportunity to
learn from more experienced CFOs.

8
“The soft skills,
work experience
and technical/
management
exposure, however,
take time to develop.
The mentoring or
external training
should help but the
individual must have
the keenness to learn,
willingness to take up
the challenges and the
attitude to put in the
extra effort when the
opportunities arise.”
DOMINIC SIU
Group CFO
MTQ Corporation

Up the ladder
of success
Admittedly, not everyone has the
aptitude nor capability to be a CFO.
Nonetheless, for those who aspire
to go this route, ISCA will continue
to build on its capabilities and
capacity, collaborating closely with
stakeholders, government agencies
and industry experts, to ensure that
its resources are focused on helping
aspiring CFOs climb up the ladder of
success. ISCA
Chiang Fock Pong is Deputy Director,
Industry Development, ISCA.
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Withstand
the BEPS
of Time

Right-sizing Your Total
Tax Exposure

by

Felix Wong and
Joanna Wong

B

usinesses are increasingly
venturing abroad. For some, it is
to tap on emerging possibilities
for growth; for others, it may be to
counter existing market limitations.
In operating across jurisdictions,
businesses are likely to have to
navigate difficult (and an increasingly
diverse range of) disputes with the
tax authorities. Some of these were
discussed in a recent Tax Excellence
Decoded session organised by the
Singapore Institute of Accredited Tax
Professionals (SIATP), and facilitated
by accredited tax professional Loh Eng
Kiat, Tax Partner, Baker Tilly TFW.

Substance over form

It is expected that “form or paperbased planning” will be on the decline
as increasingly, more tax authorities
focus on the business substance behind
“tax structures”. In the Asia-Pacific
region, countries like China, India and
Indonesia are arguably the ones with
highly aggressive focus on “substance”
considerations in tax disputes. At
the other end of the spectrum, the
question of “form” is possibly still
42
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s
For holding structures,
anti-avoidance rules
are set to strengthen
and substance will
probably become even
more paramount.
Increasingly, tax
treaty benefits cannot
be taken
for granted.

Accredited tax professional Loh Eng Kiat,
Tax Partner, Baker Tilly TFW, shared his views
on “right-sizing” tax exposure in cross-border
structures and financing.

principally respected in countries
such as Thailand, Vietnam and Papua
New Guinea.

Legislation by
announcements

Worryingly, some recent trends have
suggested that tax authorities are
becoming more adept at introducing
legislation to support (what could
otherwise be labelled as) aggressive
tax enforcement. Notable examples
include those in the area of “indirect
equity transfers”, where there appears
potential for newly-introduced
legislation to apply retrospectively (as
opposed to prospective application).

Other challenges, but
opportunities exist
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The level of disputes will also likely rise
in “traditional” areas such as “source
country versus residence country”
taxation rules and transfer pricing.
Despite this, some opportunities
remain available in the world of
international taxation. Governments
are likely to continue introducing and
refining their tax incentives frameworks
to anchor/support foreign investment.
“Safe harbour” rules and tax rulings
can also accord greater clarity and
potentially enhance transparency.
In some countries, it can be observed
May 2015
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that there is greater engagement and
consultation with the public prior to
introducing new tax rules.
The above sets the scene for a
more indepth discussion on holding
company structures and tax-efficient
debt financing.

Holding company
structures
Conventional basics:
Dividend withholding tax
and exit planning

Using an example of a US company
investing in China operations, the
discussions centred around the rate
of Chinese dividend withholding
tax (DWHT) expected. If the US
company invests directly into China,
the expected Chinese DWHT is 10%.
However, if the US company uses, say,
a Singapore company as intermediary
to China, the DWHT is potentially
reduced to 5% because of the tax
treaty between Singapore and China.
The attractiveness of using a
Singapore intermediary is enhanced
when considering Chinese capital
gains tax (CGT) on eventual exit.
The “indirect” route may result in
the absence of CGT when US sells
Singapore, while the “direct” route will
result in CGT when US sells China.
From the above analysis, it may
seem logical to conclude that US
companies should consider investing in
China via, say, a Singapore intermediary.
However, the concept of “beneficial
ownership” (and China’s Circular 601)
could frustrate the tax benefits sought
above, for example, if the Singapore
intermediary is not a “beneficial
owner” of Chinese dividends, the
reduced 5% DWHT cannot apply.

Beneficial owner
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one criterion in China for determining
beneficial ownership. If the company
is merely an asset-holding entity
with minimal business activity,
management, control rights and staff
headcount, it may not be considered a
beneficial owner by the tax authorities.
In addition, if the income of
the intermediary is principally redistributed to a third country fairly
contemporaneously, the beneficial
ownership position may be heavily
contested. The situation is further
complicated if the income is non-taxable
or taxed at a low rate in the jurisdiction
where the intermediary is based.

Indirect transfer

This is an emerging risk area. Broadly
(and using the above US-SingaporeChina example), this contemplates that
even if eventual exit happens at the
intermediary’s level (that is, US selling
Singapore company, with no direct sale
of shares in the Chinese underlying
investment), there can still be a China
CGT risk.

US-treaty style LOB clause

There is a call for future tax treaties
to include US-treaty style limitation of
benefits (LOB) clauses. Such clauses, if
incorporated, could result in less benign
tax treaties. For instance, it could
require the income recipient seeking
treaty benefit to be a publicly-traded
entity, have significant operations,
etc. If the inability to satisfy such LOB
clauses results in non-availability of

treaty benefits, it could have a huge
impact on Singapore companies.

Tax-efficient
debt financing

Some parameters that can result
in tax benefits in various debt (or
hybrid) financing situations were
also discussed at the session.

Use of hybrid instruments

For example, an Australian subsidiary
issuing redeemable preference
shares (RPS) to its Singapore holding
company may be accorded debt
treatment for such RPS in Australia
and obtain interest deductions. The
Singapore recipient, on the other
hand, may not be taxed on such RPS
receipts (with appropriate planning),
which can make the overall financing
structure highly tax desirable.

“No income pick-up” due to
tax consolidation regime

Subject to certain conditions, a
Singapore branch of an Australian
company (AusCo1) may obtain
tax-efficient interest deduction
in Singapore when it pays interest
to another Australian company
(AusCo2). With AusCo2 being the
shareholder of AusCo1, and both
companies forming part of an
Australian consolidated group, it is
possible that intra-group payments
between the two are disregarded
for Australian tax purposes and
therefore the arrangement does
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This concept is not only confined to
dividend flow situations, it can also
apply in debt financing situations, for
example. Broadly, an income recipient
who is not the “beneficial owner” of
such income cannot be entitled to tax
treaty benefits from the source country.
The level of business activity is

s
Some opportunities remain available
in the world of international taxation.
Governments are likely to continue
introducing and refining their tax incentive
frameworks to anchor/support foreign
investment. "Safe harbour" rules and tax
rulings can also accord greater clarity and
potentially enhance transparency.

not result in Australian tax but
nevertheless yields a Singapore tax
deduction on interest. The overall tax
benefit can be reduced by Singapore
interest withholding tax which could
apply, but with careful planning, there
can still be an overall benefit.

Hybrid entity

There is also the concept of a hybrid
entity (as opposed to hybrid financial
instruments) classification. For
instance, a US limited liability
corporation may be regarded as tax
transparent by the US but tax opaque
in a counterparty country, for example,
Canada. Such a “mismatch” in tax
classification can potentially result in
tax deduction in the source country
with no corresponding “tax pick-up” in
another location.

Moving forward

It is increasingly clear that the wheels
of change are turning in relation to
cross-border tax planning. The
intense undercurrents brought about
by the Organisation for Economic
Co-operation and Development
(OECD), via its Base Erosion and Profit
Shifting (BEPS) initiative, will strongly
shape global tax developments. This
will also be the case in the domain
surrounding holding company
structures’ planning and tax-efficient
debt financing.
For holding structures, antiavoidance rules are set to strengthen
and substance will probably become
even more paramount. Increasingly,
tax treaty benefits cannot be taken
for granted.
In the space of debt financing,
the use of preferential regimes and
hybrids look likely to be heavily
curtailed. A more robust transfer
pricing approach can also be expected
in relation to many future financing
arrangements. ISCA
Felix Wong is Tax Manager, and Joanna Wong is
Assistant Director, SIATP. This article is based
on SIATP’s Tax Excellence Decoded session
facilitated by accredited tax professional
Loh Eng Kiat, Tax Partner, Baker Tilly TFW. For
more tax insights, please visit www.siatp.org.sg.
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ISCA Issues Comment Letter on
Classification and Measurement of
Share-based Payment Transactions
(Proposed amendments to IFRS 2)
ISCA agrees with IASB that the proposed amendments
address the issues identified by the IFRS Interpretations
Committee (IFRIC) and would contribute to the consistent
application of IFRS 2. However, ISCA has proposed to IASB
to clarify the scope of the proposed amendment on the
classification of share-based payment transactions with
net settlement features. ISCA also recommended that
IASB reconsider the proposed accounting for share-based
payment transactions whereby there are modifications
to the terms and conditions resulting in changes to the
classification from cash settled to equity settled.
For more information, please visit
http://isca.org.sg/media/776399/comment-letter-on-ifrs2-narrow-scope-amendments.pdf

IASB Updates on Major Projects

Leases
IASB is in the process of finalising a new IFRS that will require
companies to bring leases onto the balance sheet. It has
published a document outlining the likely practical effects of
the new Leases Standard, as well as details on the similarities
and differences between IASB’s requirements and those of
the US Financial Accounting Standards Board (FASB).
For more information, please visit
www.ifrs.org/Alerts/Publication/Pages/IASB-sets-outpractical-effects-of-bringing-leases-onto-the-balancesheet-March-2015.aspx
www.ifrs.org/Current-Projects/IASB-Projects/Leases/Pages/
Leases.aspx

Insurance Contracts
IASB has published an overview of its tentative decisions on
the general model that would apply to insurance contracts
without participation features, and its reasons for reaching
those decisions.
For more information, please visit
www.ifrs.org/Current-Projects/IASB-Projects/InsuranceContracts/Documents/2015/Insurance-Contracts-withoutParticipation-Features-March-2015.pdf
In addition, Steve Cooper, a member of IASB, has provided
an update for investors on IASB’s insurance contracts project
in an article titled “Insurance contracts accounting: Are we
there yet”.
For more information, please visit
www.ifrs.org/Investor-resources/2015-InvestorPerspectives/Documents/Investor-Perspective-InsuranceFebruary-2015.pdf
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AUDITING AND ASSURANCE

Withdrawal of AGS 8
Audit Guidance Statement (AGS) 8 Reports on the Internal
Control Procedures of Service Organisations was superseded
by Singapore Standard on Assurance Engagements (SSAE)
3402 Assurance Reports on Controls at a Service Organisation
when issuing reports covering periods ending on or after
15 June 2012. As a reasonable timeframe has lapsed for any
engagements covering periods ending prior to 15 June 2012 to
be completed, ISCA has withdrawn AGS 8.
For more information, please visit
http://isca.org.sg/tkc/aa/current-issues/standards-alert/
standards-alert/2015/february/withdrawal-of-ags-8/

Global Audit Inspection Survey
Finds Recurring Audit Deficiencies
in Same Areas

The latest global survey of audit inspections by the
International Forum of Independent Audit Regulators (IFIAR)
has found recurring and high levels of deficiencies in key areas
of public company audits. Fair value measurements, internal
control testing and revenue recognition were among the
common and persistent deficiencies noted.
For more information, please visit
www.acra.gov.sg/components/templates/newsDetails.
aspx?id=e559a289-cb14-47bd-a16e-63362e3a23d7
ETHICS

Draft Guidelines Issued for
Enhanced CSP Regulatory Framework
ACRA has issued draft guidelines to assist Corporate Service
Providers (CSPs) in their transition to the enhanced CSP regime
and to aid them in complying with the enhanced regulatory
framework. The draft guidelines contain a client acceptance
form template and mandatory “Internal Policies, Procedures
and Controls” that CSPs are expected to adopt and implement.
For more information, please visit
www.acra.gov.sg/components/templates/newsDetails.
aspx?id=eabe53f9-c62b-41a8-8965-45b525917cb6
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AUDITORS HELPING CLIENTS RESTRUCTURE

Canaries Gone
AWOL (Part 2)
Why Aren’t Auditors Helping their Clients
by Flagging the Need for Restructurings?

by

Dr Barry
Jay Epstein

I

1 ISA 570 Going Concern states that sufficient
appropriate audit evidence must be obtained and
evaluated, including management’s process for making
its assessment, and the effects of events occurring
after the balance sheet date.
2 In cases where management refuses to discuss a
going-concern uncertainty in the notes to the financial
statements, the auditors might even have to qualify
their opinion or, if the omission makes the statements
not true and fair, render an adverse opinion.
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n Part 1 of this two-part series,
published in IS Chartered
Accountant, April 2015 issue, I
explained why auditors are in the best
position to identify risk of business
failure. Here, I will continue the
discussion with new and demonstrably
more effective techniques that auditors
should employ, and how they can add
even more value to an audit.
Auditors are required to regularly
assess clients’ abilities to continue in
existence, regardless of their apparent
financial strength, profitability,
market dominance or management
talent.1 Depending upon the
circumstances, the auditors may need
to modify their opinion by adding an
emphasis paragraph describing the
going-concern uncertainty. 2
Unfortunately, companies
unexpectedly fail within 12 months
of their balance sheet dates, and the
auditors – the “canaries” expected
to warn of forthcoming business
failure – may be accused of audit
failure. Reducing the frequency of
these occurrences is clearly in the
profession’s better interests. Auditors

would thus be well served to develop
expertise in applying statistical or
other methods that would improve the
probability of identifying near-term
failures. Doing so would lower audit
risk and, equally importantly, provide
a valuable service for their clients.

Bankruptcy prediction
models more successful
than auditors

s
... auditors should
acquaint themselves
with financial
advisors, restructuring
attorneys, turnaround
managers, and
others who might
serve as “arrows in
their quivers”, to be
deployed as needed.
Having a database
of trusted, available
advisors at hand would
contribute to aboveaverage client services.

The procedures employed by auditors
in evaluating going concern have been
largely subjective and loosely defined,
although a variety of techniques
have been suggested over the years.
Surprisingly, despite their presumed
quantitative skills, auditors have not
enhanced their capabilities much over
the past five decades. Multiple studies
reveal that at least half of business
failures were not preceded by the early
warnings that the inclusion of goingconcern language would have provided.
A number of effective formal
models have been proposed over the
years, three of which – developed by
Zmijewski 3, Ohlson4, and Altman5 –
have proven vastly more successful at
predicting bankruptcy than have been
auditors applying their traditional
mix of subjective and analytical tools.
The Zmijewski probit mathematical
model employs a range of financial
ratios empirically identified, the
Ohlson logistic regression model uses
defined variables, and the popular
Altman discriminant analysis model
has factors its developer identified.
These have been shown successful
82% to 93% of the time in predicting
3 Zmijewski, Mark E., “Methodological Issues Related to
the Estimation of Financial Distress Prediction Models”,
Journal of Accounting Research 24 (Supplement 1984,
pp. 59-82). Also see Clive Lennox, “Identifying Failing
Companies: A Re-evaluation of the Logit, Probit, and
DA Approaches”, Journal of Economics and Business 51
(1999, pp. 347-364).
4 Ohlson, James A., “Financial Ratios and the
Probabilistic Prediction of Bankruptcy”, Journal of
Accounting Research (Spring 1980, pp. 109-131). Also
see www.stockopedia.com/content/improving-on-thealtman-z-score-part-2-the-ohlson-o-score-70800/.
5 Altman, Edward I., “Financial Ratios, Discriminant
Analysis and the Prediction of Corporate Bankruptcy”,
The Journal of Finance (September 1968, pp. 589-609).
A decade later, Prof Altman developed a refined version
of the Z-score methodology, referred to as the ZETA
Credit Risk Model , which is a proprietary product
available only to subscribers.
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businesses’ near-term financial failures.6
For unexplained reasons,
auditors have eschewed these
more sophisticated (and often
freely available) approaches to
prognosticating their audit clients’
near-term survivability, thereby
constraining the value of audit
services. Although no approach
can provide absolute assurance of
predicting even near-term insolvency,
the fact that auditors often fail has
been professionally embarrassing
and occasionally costly (when clients
are lost or litigation ensues). These
failures deny clients the opportunity
to take timely corrective actions as
management itself is often slow to
appreciate the extent to which the
enterprise is already in jeopardy.
Apart from concern over
accountants’ liability, it is clear that
the auditors’ role as a watchdog for
the interests of investors, analysts,
creditors, and shareholders would
be best fulfilled if troubled business
situations could be resolved before
financial losses are incurred.
Management – if forewarned by the
auditors who are uniquely positioned
to do this – could then, by itself
taking steps and possibly by engaging
qualified outside service providers,
“take arms against a sea of troubles,
and by opposing, end them.”7
Assuming that auditors can
and should serve as the proverbial
“canaries in the coal mine”, the
value proposition for clients
could be significant. This has two
implications. First, auditors must
learn how to more effectively flag
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Benefits of early
intervention

Even when auditors detect early
signals of distress, they may not be
equipped to assess and address root
causes. Incumbent management,
having emotional and/or financial
stakes in the existing enterprise and
its extant procedures and processes,
may also lack the impartial mindset
necessary to diagnose the problem(s).
Instead, external financial advisors
or turnaround professionals,
versed in objectively isolating and
addressing systemic inefficiencies and
breakdowns, might be helpful. Without

active intervention by an auditor, the
introduction of such professionals into
a situation may occur too late to have
the desired impact.
Successful restructurings
spring from effective strategies
– those crystallising only after a
holistic review of available options. 8
Because many managers will not
have previously undertaken a
restructuring, it might prove critical
to include restructuring professionals
in the conversation. These may
include experts to manage the legal,
financial, and operational aspects,
and auditors are the best people to
identify and include them in the initial
conversation. Later, the restructuring
professionals so engaged can benefit
from the auditors’ experience with
and knowledge about the company.
Serving as providers of information
will not threaten the auditors’
independence, assuming they do not
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6 This article does not address the implications of
the “false positives” that might be indicated by
these models, that is, how unwarranted indications
of impending failure might result in costly extended
auditing procedures and/or might create needless
concerns among users of the financials. Neither does
this article consider what might be the acceptable
trade-offs between the risk of false positives and
failures to signal actual going concerns.
7 William Shakespeare, Hamlet , Act III
8 Available operational and financial restructurings
depend upon local laws and customs, but might involve
disposing of unprofitable product lines, distribution
channels, and vendor or customer relationships, and
negotiating with creditors to stretch out payments,
reduce interest rates, exchange some or all debt for
equity common or preferred positions, or obtaining
new financing.

going-concern difficulties for their
clients. And second, they must become
comfortable in introducing clients to
other professionals they have vetted
and found capable of suggesting
strategic alternatives that could avert
an oncoming debacle.

s
Apart from concern
over accountants’
liability, it is clear
that the auditors’ role
as a watchdog for the
interests of investors,
analysts, creditors, and
shareholders would be
best fulfilled if troubled
business situations
could be resolved
before financial losses
are incurred.

act as managerial decision-makers.
Some may argue that
“restructuring facilitator” does
not comport with the auditors’
job description. But although
non-traditional, auditors should
readily adapt to this role, given
their knowledge about clients’
financial and operating practices
and circumstances, and their
financial analysis, forecasting and
budgeting skills. They should want
to assist their clients’ continued
existence, appreciating that no other
professionals are as well-positioned
to provide early warning of the need
to address deeply-rooted problems
threatening their clients’ survival.

Collaboration among
auditor, management,
external advisors

The need for restructuring becomes
obvious when a company encounters

difficulty in making debt payments,
but may also be manifested by
stagnating growth, narrowing
margins, or ill-conceived product
or marketing decisions. However,
by the time actual consequences
are observed, it may be too late.
Bankruptcy carries major risks,
including the replacement of
management, elimination of existing
shareholders’ equity, and drastic and
permanent reductions in the scope of
the company’s operations.
Management should be receptive
to observations offered by the auditors,
who in turn should be comfortable
bringing lurking dangers to
management’s attention. Even the
most forthright of auditors, however,
may lack the skills and experience
needed to discuss the range of remedial
actions that might be situationappropriate. Therefore, auditors should
acquaint themselves with financial
advisors, restructuring attorneys,
turnaround managers, and others who
might serve as “arrows in their quivers”,
to be deployed as needed. Having
a database of trusted, available
advisors at hand would contribute
to above-average client services.
Beyond making introductions,
auditors could serve by assisting
the restructuring professionals as
they gain familiarity and by flagging

issues for their immediate attention.
Historically, auditors have been
reluctant to do this, but hopefully,
after gaining greater familiarity with
various restructuring techniques
and with those professionals who
are qualified to wield them, they will
warm to the role of facilitators and
information providers, to their and
their clients’ mutual benefit.

Improving goingconcern evaluations

Auditors have responsibility for
assessing their clients’ ability to
continue as going concerns for at least
one year from the balance sheet date,
but have had only modest success
at spotting impending insolvencies.
Various financial models have been
shown to be more perceptive, and
auditors should quickly develop the
skills to utilise them.
Secondly, auditors should
cultivate a coterie of qualified
turnaround and restructuring
professionals. Having such access
will make the auditors significantly
more valuable to their clients, whose
survival also will benefit the auditors.
Finally, auditors should become
comfortable with their expanded
role as facilitators and information
providers for other professionals.
This will not jeopardise the auditors’
independence, and will also provide
them with insights that would not
be readily obtainable by any other
means, which will be useful in
subsequent audits of that and other
entities. This will also contribute to
accountants’ lifelong learning and
skills enhancement. Although only
a minor fraction of clients will
ever need restructuring advisory
services, over time, there will be
ample opportunity to assist those
truly in need. ISCA

Barry Jay Epstein, PhD, CPA , CFF, is a
Principal at Epstein + Nach LLC, located
in Chicago, USA. He is the author or coauthor of over 60 editions of three standard
reference works on US GAAP and IFRS, and
on auditing, as well as over 50 published
articles in leading legal and professional
accounting journals.
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urrently, Financial Reporting
Standard (FRS) 11 Construction
Contracts describes the
accounting treatment of revenue and
costs associated with construction
contracts. Under FRS 11, there
are three scenarios for revenue
recognition of construction contracts:
(i) Under para 22, when the outcome
of a construction contract can be
estimated reliably, contract revenue
and costs associated with the
construction contract should be
recognised as revenue and expenses
respectively by reference to the
percentage of completion of the
contract at the balance sheet date;
(ii) Under paras 22 and 36, when the
outcome of a construction contract
can be estimated reliably and there is
an expected loss on the construction
contract, the expected loss should be
recognised as an expense immediately;
(iii) Under para 32, when the outcome
of a construction contract cannot be
estimated reliably, revenue should
be recognised only to the extent of
contract costs incurred that are likely
to be recoverable.

In November 2014, the Accounting
Standards Council issued FRS 115
Revenue from Contracts with
Customers effective for annual
periods beginning on or after
1 January 2017. FRS 115 replaces
FRS 11 and other revenue standards
and interpretations. So what are
the implications of accounting for
revenue arising from construction
contracts under FRS 115?

FRS 115: Five-step Model

s
As long as a
construction
contract meets
the definition of
a contract with
a customer, that
contract falls
within the scope
of FRS 115.

FRS 115 applies a five-step model
to determine whether a contract
falls within its scope, and also the
timing and quantum of revenue
recognition. We examine each step in
turn to discuss the implications for
construction contracts.
Step 1 identifies whether there is
a contract with a customer. FRS 115
para 9 provides that an entity shall
account for a contract with a customer
when five criteria are met: (a) the
parties to the contract have approved
the contract and are committed to
perform their respective obligations;
(b) the entity can identify each
party’s rights regarding the goods or
services to be transferred; (c) the
entity can identify the payment
terms for the goods or services to
be transferred; (d) the contract has
commercial substance, and (e) it is
probable that the entity will collect
the consideration to which it will be
entitled in exchange for the goods or
services that will be transferred to
the customer. Note that under
FRS 115, there is no longer a definition
for a construction contract. Thus, as
long as a construction contract meets
the definition of a contract with a
customer, that contract falls within
the scope of FRS 115.
Step 2 identifies the separate
performance obligations. FRS 115
para 22 specifies that at contract
inception, an entity shall assess
the goods or services promised in a
contract with a customer and shall
identify as a performance obligation
each promise to transfer to the
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Step 3 determines the transaction
price. Currently, FRS 11 para 11
defines contract revenue to comprise
the initial amount of revenue agreed
in the contract and variations in
contract work, claims and incentive
payments. The latter amounts will
only be included to the extent that
it is probable that they will result in
revenue and can be reliably measured.
Under FRS 115 para 47, variable
consideration either as an expected

value or most likely amount (FRS 115
para 53) may be recognised in the
transaction price only when it is
highly probable that a significant
reversal of the cumulative revenue
recognised will not occur when the
uncertainty associated with the
variable consideration is subsequently
resolved (FRS 115 para 56). This
may result in delayed recognition of
variable consideration as compared
to FRS 11.
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customer either: (a) a good or service
(or a bundle of goods or services)
that is distinct, or (b) a series of
distinct goods or services that are
substantially the same and that have
the same pattern of transfer to the
customer. Specifically, FRS 115 para
26(h) specifies that promised goods
or services include “constructing,
manufacturing or developing an
asset on behalf of a customer”.
FRS 115 para 27 prescribes that if
(a) a customer can benefit from the
good or service either on its own or
together with other resources that are
readily available to the customer and
(b) the entity’s promise to transfer
the good or service is separately
identifiable from other promises in
the contract, then the good or service
is considered “distinct”.
FRS 115 Illustrative Example 10
describes a contract to build a hospital
for a customer and the contract
identifies various goods and services
to be provided. Criterion b above is
not satisfied as the entity significantly
integrates the goods and services for
which it was contracted to provide.
Thus, the entity should account for
all the goods and services in the
construction contract for the hospital
as a single performance obligation.
This conclusion is similar to that
drawn under the current FRS 11 para 4,
which states that a construction
contract “may also deal with the
construction of a number of assets
which are closely interrelated or
interdependent in terms of their
design, technology and function
or their ultimate purpose or use”.
Nevertheless, one should still exercise
judgement when identifying the
separate performance obligations in
various construction contracts with
customers under FRS 115. In the event
of contract modifications, as long as
the remaining goods and services
to be provided under the modified
contract are not distinct from those
of the original contract, the contract
remains a single performance
obligation (FRS 115 para 21(b)).

s
In November 2014, the
Accounting Standards
Council issued FRS 115
Revenue from Contracts
with Customers effective for
annual periods beginning
on or after 1 January 2017.
FRS 115 replaces FRS 11 and
other revenue standards
and interpretations.

Step 4 allocates the transaction
price to the separate performance
obligations. In the event that there
are separate performance obligations
within the construction contract,
FRS 115 paras 73 and 74 require the
entity to allocate the transaction
price to each performance obligation
identified in the contract on a relative
standalone selling price basis.
Currently, under FRS 11, there is no
clear guideline on this.

Finally, Step 5 determines when
revenue is recognised, that is, when
the entity satisfies a performance
obligation or transfers control of
a promised good or service to the
customer. That can happen either
over time or at a point in time.
FRS 115 para 35 states that an
entity transfers control of a good
or service over time and therefore,
satisfies a performance obligation
and recognises revenue over time if
one of the following criteria is met:
(a) the customer simultaneously
receives and consumes the benefits
provided by the entity’s performance
as the entity performs; (b) the entity’s
performance creates or enhances an
asset that the customer controls as
the asset is created or enhanced,
(c) the entity’s performance does not
create an asset with an alternative
use to the entity1 and the entity has
an enforceable right to payment for
performance completed to date. 2
When any of the criteria is satisfied,
the contract revenue is recognised
over time, that is, similar to the
percentage-of-completion method.
Otherwise, the contract revenue
would be recognised at a point in
time, that is, likely to be on completion
1 The “alternative use” argument may be problematic if
customisation of the asset occurs relatively late in the
construction process.
2 The cumulative amount of payments must at all times
throughout the contract, at least correspond to the
amount that would be necessary to compensate the
entity for performance completed to date.
3 FRS 11 para 30 specifies that the percentage of
completion can be determined in a variety of ways
and may include the proportion of contract costs
incurred for work performed to date to the estimated
total contract costs, surveys of work performed, or
completion of a physical proportion of the contract work.

of contract. Hence, for firms with
construction-related contracts that
fall within the scope of FRS 115, they
would need to evaluate whether the
percentage-of-completion method
continues to be applicable. Previously,
for construction-related contracts
that fall within the scope of FRS 11,
FRS 11 prescribes that contract
revenue and costs are to be recognised
over time by the percentage-ofcompletion method. Also, while FRS 11
para 30 specifies some examples of
methods to measure percentage of
completion3, FRS 115 para 41 only
provides two broad classifications
of the methods, that is, input and
output methods.
Another difference between
the FRS 11 and FRS 115 is that
currently, under FRS 11, when the
construction contract becomes lossmaking, regardless of the percentage
of completion, the entire loss has
to be recognised immediately; this
requirement is no longer present in
FRS 115. Instead, FRS 115 defers to
FRS 37 para 66 whereby if a contract
with a customer under FRS 115
becomes onerous, a provision is to
be recognised. It is also important to
note that FRS 115 requires extensive
disclosures that are currently not
required in FRS 11.

Conclusion

Firms which frequently enter into
construction contracts need to ensure
firstly, that the contracts fall within
the scope of FRS 115. Judgements
have to be made as to whether the
construction contract is a single
performance obligation or several
performance obligations. They
would need to evaluate whether
the contracts satisfy their
performance obligations over time
to ensure that the contract revenue
and costs can be recognised by
percentage of completion. ISCA
Koh Wei Chern is Senior Lecturer, SIM
University; Choo Teck Min and Ng Eng Juan
are Associate Professors of Accounting,
Nanyang Business School, Nanyang
Technological University.
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achel1 was a young and selfmotivated audit assistant who
joined a 15-headcount small and
medium-sized practice (SMP) three
months ago. She completed two audit
engagements under the guidance
of an audit senior, which gave her a
great sense of accomplishment. In
that three-month period, Rachel had
also completed the ISCA Practical
Audit Workshop (PAW) which gave
her morale another boost. She was
grateful to her audit partner for the
training opportunity and looked
forward to applying her newlyacquired knowledge on the next audit
engagement. To her delight, her audit
manager assigned to her an audit
engagement which was, in the words
of the manager, “more challenging
than her past two engagements”. She
felt valued and told herself that she
would give it her best shot.
The next morning, Rachel went to
collect the past year’s audit working
papers as instructed by her manager.
She was eager to learn about the
auditee company (auditee) from
her manager. She knew that it was a

s
Audit planning
should not be treated
as an administrative
exercise of form
filling and checklist
completion relegated
to a junior member
of an engagement
team. It is a critical
process, if not the most
critical process, in the
entire audit cycle.

recurring audit engagement which
the manager had worked on in the
last five years. Unfortunately, the
manager mumbled under his breath
about having to rush off to “fire-fight”
another engagement and informed
Rachel to “just follow prior year
working papers”. Rachel was left to
her own devices. She recalled that
at the recent PAW she attended, the
workshop facilitator had emphasised
the importance of risk identification
and assessment when developing an
audit plan which should be performed
prior to commencement of an audit.
Hence, she flipped through the prior
year’s working papers, hoping to find
some documentation on the risks
identified and assessed. Tough luck!
There was no such documentation in
the audit file.
Rachel plucked up her courage
to approach her audit partner. She
knocked on the door of his office and
found him solemnly reviewing some
working papers behind a huge pile
of files, his brows knitted. When he
looked up and saw Rachel, his face
softened into a smile and he seemed
pleased. He remembered that Rachel
was an accounting graduate whom
he had successfully convinced to
join his practice three months ago.
Rachel expressed her gratitude to the
partner for sending her to PAW and
then went on to ask him about the
areas of focus for her newly-assigned
engagement. The partner could see
Rachel’s excitement but she had come
at a bad time. He was under pressure
to sign-off two sets of accounts in the
afternoon. Hence, he only advised
Rachel to “pay attention to inventories
because the inventory records have
always been messy”, based on his
past 10 years’ of experience with the
auditee. “Everything else should be
the same.” The conversation ended
there and Rachel took her leave.
To cut a long story short, Rachel
completed the audit engagement. She
incurred a significant amount of time
testing a huge sample of inventories
and cost of sales but at the expense
May 2015
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of other financial statement areas.
She had also quantified the costing
errors and made the necessary audit
adjustment. However, at the back of
her mind, Rachel had this nagging
feeling that she might not have
properly identified and assessed all
the key risks on this engagement, let
alone addressed them.
She did not know how to do it, and
could not consult her audit manager
who was busy “fire-fighting” another
engagement. She consoled herself by
rationalising that as her audit partner
had only told her to “pay attention to
inventories”, and she had done exactly
as instructed, it should be fine.
Fast forward two years. In the midst
of serving her two-month notice period,
Rachel heard from her colleagues that
the very same engagement she had
audited two years ago was selected
for regulatory inspection and there
were “serious findings” raised by the
inspectors. Her heart sank and she
felt dejected.
Believe it or not, this could be a
common scenario at some SMPs. The
question we should ask ourselves is:
Could this have been prevented? And
how? The answer is that effective
audit planning has a big role to play to
prevent a public accountant (PA) from
facing a similar fate.

s
... an auditee’s business
model and its operations
change over time,
and the environment in
which it operates also
evolves; consequently,
risks would change
and so should the
audit plan.

Audit planning should not be treated as
an administrative exercise of form
filling and checklist completion
relegated to a junior member of an
engagement team. It is a critical, if not
the most critical, process in the entire
audit cycle. Planning is not a discrete
phase of an audit, but rather a continual
and iterative process that often begins
shortly after (or in connection with)
the completion of the previous audit,
and continues until the completion of
the current audit engagement.
In a nutshell, audit planning is
about identifying the risk of material
misstatements to the financial
statements to ensure that any

PAs have a tendency to omit planning
for recurring auditees especially
those auditees which have engaged
their services for a number of years.
More often than not, the “same as
last year” mindset is conveniently
adopted. This is not appropriate
because an auditee’s business model
and its operations change over time,
and the environment in which it
operates also evolves; consequently,
risks would change and so should
the audit plan. Just because clean
audit opinions were issued in the
past audits does not mean that the
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Planning should also
be performed on
recurring auditees

same audit strategy and plan can be
conveniently adopted for the current
and future audit engagements. Due
consideration should be given to the
new risks arising from the changes to
the auditee’s business and operating
environment. The following case is
used to illustrate this point.
Company ABC Pte Ltd (CO ABC)
is a company trading in specialised
equipment and tools. Its purchases
are mainly from a manufacturer in
Japan. In the year of audit, CO ABC
lost a major customer which has
resulted in its inventory build-up
because it was not able to find new
customers to buy its inventories. It
was also the third consecutive year
CO ABC incurred a net loss. To tide
the company over the tight cash flow
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Planning is not a mere
administrative exercise

material misstatements are detected
and corrected or if not corrected,
addressed in the audit report in
the form of an audit qualification.
A well-developed audit plan, when
properly executed, would therefore
reduce the risk of a PA failing to detect
material misstatements and forming
an incorrect opinion on the financial
statements. Hence, it is in the interest
of a PA to make a concerted effort
to plan for each and every one of his
audit engagements. Of course, the
extent of time and effort required
for planning each audit engagement
varies, depending on the size and
complexity of the engagement; for
instance, a small, low-risk trading
company would require much less
planning time compared to a mid-sized
construction company.

Risk of management override of
controls: The MD has been given full
autonomy to run the company and
his claims are approved by the
Finance Manager, who reports to him;
+ Risk of inflation of sales as his
compensation is tied to the sales and
profit achieved by the company;
+ The numerous audit adjustments
could suggest an incompetent
finance team or poor internal
control over the financial reporting
closing process, and there is
therefore the risk of further
undetected misstatements;
+ Risk of a potential liability arising
from the legal suit by the company’s
customer not recognised, or a
contingent liability not disclosed.
+

situation, the management pledged
the company’s shophouse to a bank
for a loan amount with a two-year
repayment term. Numerous audit
adjustments were made in last year’s
audit. In addition, in the current year,
CO ABC was sued by another major
customer for compensation due to
a substantial delay in the delivery
of goods. The company’s managing
director (MD) has been given the
mandate to turn the company
around and in return, he was also
given free rein to run the company
as he deems fit. His compensation
is tied to the sales and profit of the
company. The Finance Manager, who
reports to the MD, continues to be
responsible for approving the claims
made by the MD.

Because of the various
developments in CO ABC in the
current year, concerns ought to be
raised at the planning stage; new risks
ought to be identified and assessed,
and appropriate procedures should
be designed to address these risks.
The additional risks identified would
include, but are not limited to, the
following:
+ Risk of inappropriate use of going
concern assumption given that CO
ABC lost a major customer during
the year, had difficulty selling its
inventories and incurred net loss
for three consecutive years;
+ Risk of impairment of fixed assets
and the risk that the loan covenant
will be breached if an impairment
charge is recognised;

It should be clear from the CO
ABC case that if the engagement team
adopted the “same as last year” audit
approach, the team would likely fail to
identify and address the new risks of
material misstatement arising from
the developments in the company.
It therefore cannot be emphasised
enough that without proper audit
planning, a PA runs the risk of issuing
a wrong audit opinion.
Planning does not stop at risk
identification and assessment. It
should include the development of
a robust audit plan encompassing
all the properly-designed audit
procedures to detect any material
misstatement arising from the risks.
A PA should lead the design of such
audit procedures because without
an effective audit plan and proper
execution of the plan, the effort spent
on risk identification and assessment
would go down the drain. ISCA
Part 2 of this two-part series will focus on the
planning activities PAs should engage their
auditees and their staff in to facilitate an efficient
and effective audit, and more importantly, to
ensure the issuance of an appropriate audit opinion.

Lim Ai Leen is Executive Director, Technical
Knowledge Centre & Quality Assurance; Fann
Kor is Assistant Director, Quality Assurance,
and Tan Xue Lin is Manager, Professional
Development, ISCA.
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First Look
EXCLUSIVE
PRIVILEGES FOR
ISCA MEMBERS
Get 20% off these and other
titles till 30 June 2015. Please
quote VBK15 in the promo
code field when you order at
www.wiley.com, call customer
service hotline at 6302-9800
or email csd_ord@wiley.com.
For more titles, please visit
http://members.isca.org.sg/
MemberPrivilege.asp.

Accounting for
Derivatives (2nd edition)
Juan Ramirez
ISBN13: 978-1-118-81797-1
S$157.24 including GST

Fully updated, this edition
incorporates the changes
to the new IFRS 9 standards which were
put in place to achieve uniformity and
transparency in accounting principles.
The book is case driven, and includes
analyses of real-life hedging strategies
reflecting the author’s day-to-day
experience as he advises companies on
how to minimise the earnings volatility
impact of hedging with derivatives.

QUIZ

1

In “Cyber Security 101 for
Accountants”, the traditional
view of senior management
and board of directors still holds
true today – that IT security is
the sole responsibility of the
organisation’s IT team.
A True
B Maybe

2

Wiley Practitioner’s
Guide to GAAS 2015

Lawrence C. Karlson
ISBN13: 978-1-118-99752-9
S$68.43 including GST

Effective management of
business growth involves a complex
interplay of productivity, capital, debt,
and margins, and finding the most
efficient balance can be challenging.
Here is an operations framework that
management can use to optimise the
impact decisions have on creating value
by growing revenue and profitability.
The book is valuable for managers
who are looking for information on a
specific topic, or who want to understand
at a high level what is involved in
running a successful business.

Joanne M. Flood
ISBN13: 978-1-118-97897-9
S$143.33 including GST

This guide to understanding
Generally Accepted Auditing Standards
(GAAS) addresses the toughest part
of an accountant’s job – identifying,
interpreting, and applying the many
audit, attest, review, and compilation
standards relevant to a particular
engagement. It offers a clear and
accessible distillation of the official
language of the different standards, as
well as advice on exactly when and how
to remain fully compliant with each.

Congratulations
John Yong Khek Chew
Sxxxx072-E

Liu Dan Hua
Sxxxx661-Z

Cheong Wai Mun
Sxxxx456-G

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

April quiz winners:

Stand to win the book of
your choice! Simply email
your answers to the quiz
questions to comms@isca.
org.sg by 20 May 2015.
Please provide your full
name, NRIC number, mailing
address, contact number and
the book you’re interested in.

C False

Corporate Value
Creation

March quiz winners*:

3

Prizes Up
for Grabs

Wang Hup Ngee, Henry
Sxxxx796-D

We Teck Siew
Sxxxx925-Z

Bay Guan Seng
Sxxxx358-J

In “Who is the Modernday CFO?”, an aspiring
CFO needs to acquire
both technical knowledge
and competency, as well as
interpersonal and soft skills.

A True
B Maybe
C False

3

In “New ‘Small Company’
Concept for Audit
Exemption”, the key
takeaway of the ‘small group’
concept is to apply the
assessment criteria at the
ultimate parent level, and the
members of the group are
determined in accordance with
SFRS, regardless of whether
that parent is incorporated in
Singapore or overseas.
A True
B Maybe
C False

Answers for the April quiz: (1) A, (2) C, (3) A
*Due to the coverage of Singapore Budget 2015, the March issue was delayed and the closing date for the March quiz was extended to April 6. Winners for the
March quiz are therefore announced in this issue.
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Sage 300 ERP
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suite for SMEs to connect across the enterprise.
20% off till 26 June 2015!
T&Cs apply.

Please contact us for more information.

Sage products qualify for the Productivity and Innovation Credit Scheme.

Sage Software Asia Pte Ltd
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